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lUi SOCIAL Sl:.CORITY RECJ:.rlENDATI J NS ll.arch 21, 1939 . 
) :00 p.m. 

Present: 

n . (.{ . Jr: 

Blough: 

ll . loi .Jr: 

Altmeyer: 

H. r.! .Jr : 

J.l'tmeyer: 

H. W.Jr: 

Blough: 

Altmeyer: 

Blough: 

nltmeyer: 

Jir. Gaston 
lilr. Baas 
lilr. Blough 
Yr. Uuffield 
llr . Viner 
l.lr . Altmeyer 
14r. IIanes 
llrs Klotz 

Have you got a set f or lir. Altmeyer? 

Yes. 

What I attempted t o do was - for ~self, first -
was to get waat they call the Social Security 
Board plan - may I read this out loud - the 
existing, you see; then the boys took A.C. 14. 

Xes. 

And then - let ' s see: gross receipts, less benefits, 
administrative expenses; net cash receipts of 
Government, 689; add interest accrued, and total 
addition. 

Well now, does that look fair? 

That - your gross tax receipts - are you stepping 
them up as high as that, 915 million? 

ilell, the boys are here; they can account for 
their own work. 

That's adding the adllin1strat1ve expenses on. 
~our figures are all in terms of net. 

Vh, I see. 

It 's about 50 million dollars difference . 
to show all out-payments and in-pHyments; 
the only recson for putting it in. 

We wanted 
that ' s 

I see. 'l:be r eserve by the and of 1942 • • • • 

(Hanes comes in) 
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fl.!l.Jr: 

l!oas : 

H. loi .Jr: 

J:>lough: 

Al tmeyer: 

B.ll.Jr: 

Altmeyer: 

H.M."r: 

Alt11eyer : 

H. ll. Jr: 

Altmeyer: 

I! . M.Jr: 

Altmeyer: 

-2-

Hello, Jobn. 

Are you fellows together on tbis, George? 

I haven't seen it yet. 

Christ, I thought - I mean I can't go chasing 
around the building •• • • 

Tois is t be one he had; s WDe t hing Just set up 
two different ways. 

It looks reasonable . 

nell now, here's the point, if I can unburden 
myself. First, we've got the request of Jere 
Cooper to come up - for me . 

Fine . 

2 

And what I' d like t o do, you see, is to go over to • 
the President and say, 11 t<ow here are these two 
plens . I'm f or the fi scal and mone t ary plan. I 
can't go up ana testify on this (Social becurity 
plan) because r don ' t bel i eve in it . So what do 
you want me t o do? 11 I mean to the President. I 
mean that's tne -you sae, I 've never seen it Just 
in t his form . And this is fair, isn' t it? 

~es . Oh, it's feir -no, it i sn't fair. ~ don't 
tbiok it is fair because I think looking at the 
first three years is Just looking at the elephant ' s 
t oe-nails and trying to f igure out what the elephant 
looks like . 

I mean the figures . 

Oh yes, the f i gures 

"' I mean i f I went, I wouldn ' t t estify on this basis 
unless we could get you to say that as far a s the 
subtraction, etc . , etc . , •••• 

Oh sure, b e no question about that. 
have been working with your people, 
question on the figures. 

11ell, our people 
so there' d be no 
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.&lougb: 

Altmeyer: 

Blough: 

Al tmeyer: 

U. l>I .Jr: 

J.l t meyer: 

B.!l.Jr: 

J.l tmeyer: 

H. II . Jr: 

hl tmeyer: 

H.U.Jr: 

Altmeyer: 

a.li.Jr : 

J.l.tmeyer: 

H.U. Jr: 

Al tmeyer: 

l!.li.Jr: 

3 
-)-

Tbese are based on your 

medi um-bigb. 

medium- bigb. 

Wbat we call medium-hlgb. 

'•bere • s the plan; l wish I bad bad 1t yesterday. 

Now, you got something on your mind? 

Yes, but nothing as important as this. 

Oh, something that ' s different? 

Oh no, it aeals with the reserve, but I mean it 
1sn•t as important as the •••• 

I mean something you cen •t say? 

Oh no, I• d be glad 

\/ell, this is 

I think another thing you ought to have before you, 
though, are three benchmarks - 1945, 1950, and 1955. 
Now, that's within the range of our comprehension, 
fifteen years; and let ' s see what the estimated 
annual benefit payments ere a t those three signifi­
cant points, and the reserve at those three signifi­
cant points. 

What years ' 

'45, 1 50, and 1 55 - even t aking 1 45, because, you 
see, that curve of estlmuted expenditures goes 
up very steeply, very s teeply, and it gets up to ... 

There is no reason why they can't put on three more 
years . <>ut now, the only trouble is if Ne go beyond, 
say, on the fiscal and monetary - what we going to 
do, raise it one percent after 142? 

Well , they can take any plan they • •• 

Wlult would you do? You 'd raise it. 

-
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"ltmeyer: 

H.M.Jr : 

Altmeyer I 

R.M.Jr: 

"l.tmeyer: 

Viner: 

4 
-4-

Well, there are t•o plans that l•ve been revolving 
in my mind, if we were forced t o it: either spread 
out your tax schedule by five-year intervals instead 
of three-year intervals , reNrite the schedule so 
you ' d have a new schedule in t he law; or t ake out 
the second bracket entirely end go from your one 
percent each to your two percent each in 1943, a nd 
all of your other increases would be your half 
percent. In other words, I think tnere would be 
an advantage, if we 're going to touch the tax 
schedule, in leaving some kind of a schedule in 
effect, in_stead of just freezing it at one percent 
and wiping out all the other future tax provisi ons . 

'•lhot are you trying to do - what we say up in 
York - t rying to haggle with me a lit tle bit? 
to split it, make 1t e quarter of - a hel.f of 
percent ? 

No, no, what I'm trying to say 

New 
nant 

one 

I thought we were going to get down and really 
bargain. Old man Frederic ~elono - this is just in 
the fBlllily - very cutely said, "I've got the solu­
tion." Be said, "Instead of raising the tax on 
January 1, we won't r aise it until July 1, 1940 . 11 

Be says, •Now there's the solution for you.• Going 
to do it in the middle of the year, 

• 
That would be even worse. 

No, IYhat I was getti~ at ·Ras some way in which you 
could preserve some kind of stability, some kind of 
certainty as to the future t ox increases, rather 
than to leave it al l in the field of conjecture 
und bargaining, so to speak, at each sessi on of 
Congress . ~hat's the thing I'm afraid of. 1 1m not 
afraid of this one-ba~f percent this next year. 4hat 
I•m afraid of is if we drop this increase t bis next 
yeur then every Congress we're going to have this 
haggling about t hese very low r ates . If we 're going 
to haggle about this one and one-half percent thing, 
when we get up to e cost of 9 to 10 percent of the 
peyroll then we've got something to bargain with. 

oxcept tb&t then money ~~1 be going out. 
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>~l tmeyer : 

H. :t. Jr: 

J.ltmeyer: 

H.:.! . Jr: 

l•l t1oeyer: 

H. !A.Jr: 

Jdtmeyer: 

~>u!field : 

Viner: 

B. :J..Jr: 

"ltmeyer : 

H. M.Jr: 

••ltmeyer : 

ll.M . Jr: 

Gaston: 

5 

-s-

that differ ence . Now tha t money is coming in, 
not going out . Th6 t changes t he psychology some­
Whti t . t his is t be difficult sta.gtt, r eally . 

'! ba t 1s right . So wha t I•m trying t o say, llr. 
Secr e t a ry, is that I 'd like t o see a change made 
in t he t ax schedule, if there is going to be 
a cha nge, that would preserve some kind of sched­
ule, ei t her by stretching out your present step- ups 
to five- year instead or three-yea r intervals, or 
by dropping out entirttly this step- up of one t o 
one e nd a half percent, and leave an additional 
three years for your present one percent and go 
to your two pe.rcent es you would anyway in 1943 . 

~ou mean go to two and two, make it , •• 

• wo and two . •bat's what you've got now; got two 
and two in 143 . 

J•nd wha t year we going to double it? 

1 43. I mean I ' d leave ' 43 Just the way i t is . 

Whet is ' 43 now'/ 

1wo and two . 

"ake it in one s t ep insteao of two steps . 

Drop out tne one &r~ a nalf, one and a half stage . 

And in '43 go t o two percent. 

Just the way it is now. 

And then go up ••• 

. . . in thr ee year s, just t he way i t is now • 

Let me ge t this thing . '•ho r ea son I have to be so 
car eful - all of us, includi ng mysel f , change every 
15 minutes; r •ve been on t he saae position since 
11130 yes terday . 

! hat ' s wonderful . ~hat ' s wonderful . 
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H. }(.Jr: 

Gaston: 

H.U.Jr: 

Altmeyer: 

t:l.M.Jr: 

Altmeyer: 

Gast on: 

rl . b! .Jr: 

Altmeyer.: 

a.ll . Jr: 

Altmeyer: 

li.!.I.Jr: 

6 
-6-

6 Dd llr. Gas ton aent me one last night. I made him 
put his down in writing . l•fter I came back - the 
prize story of the 'lreasury - I told Gaston where 
I stood and the President stood; his answer was, 
"I think you're both right." 

I said, "Would you mind putting it 1n writing?" 

~hat was his answer. 

Sure, I worked it out. 

Well no~, •bat you 1re saying to me is you'll go 
along with the Fiscal &nd Monetary board. 

I'll go along w1 th anything that the hdmin1strati on 
decides. 

'l:ben you 111 go along w1 tb llr . l:.ccles? 

~ou • • •. 

tie said llr. A, not Mr . bccles. 

~ou go along w1 tb wr. X, leaving the t ax at whet it 
is today, is that right, which is one percent, and 
then jump it to two percent in 142. Is that right? 
Hhen did you think th~o.t one up? Is that whet you 
give all your time to? 

No, no, but as I say if you 1 re going to a bandon 
tais tax schedule , which- I can see that it's 
a problem, but think we' ll heve a worse problem 
in future Congresses ; so it' s a question of wben 
we hl t the problem. 

I think you know Jesse Jones was just here; but I•m 
not the trader that be is. • 

Xne way I feel • •• 

I see what you mean. Uo I understand - to be 
serious - I mean now the r eason i have to joke 
is because everybody around here, as I say, 
including =YSelf, is all over the lot on this; 
it is difficult. Do I understand that you're 
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Altmeyer 1 

ti.J,I. Jr: 

Altmeyer : 

H .~.Jr: 

Al tmeyer: 

H. U.Jr: 

JJuffield 1 

tl.r.t.Jr: 

1.1Uff1eld: 

H.II.Jr: 

J.Juffield: 

1.1 tmeyer: 

-7-

considering or bave arrived at the point 
you say, "We ' ll skip tbe one percent and 
two in '43"? tlave you arrived at tbat? 

where 
co to 

7 

No, no, but I say if it'a decided, if the President 
says, "Well, I've reconsidered, I think we'd better 
postpone this thing," I think tbe Treasury and the 
l:>ocial Security Board ought to work out a plan ao 
that we still retain some element or certainty for 
the future . 

Nnat makes you think the President will reconsider? 

From what you were going to show him - those two 
sheets. 

You're gooa today, hltmeyer. 

(On phone) ilr. ~a~ee, please. 

Supposing I ask if the President will Just see 
the two of us first thing tomorrow morning, because 
I'd like you to hear what I've got to say. I don't 
want to say it alone . tlave you hear it. I'll take 
Lauchlin Currie with me if you want to . 

(Hearty laughter) 

It•s O.K. I haven't seen the ~urrie-~ohen plan 
though. 

"ill you {lluff1eld) give him a copy? 

You bet. 

Why don't you give him a copy of 
of everything that I took over? 
ought t o have that . ns a matter 
right here. 

the photostats 
I think Altmeyer 
of fact, th~•re 

Those are the negatives, if you don't mind reading 
the negatives. ·I can give you positives. 

Anyway, see the t he g ets &. complete set. 

I will . 

Now, I might mention the aavantages from a fiscal 
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l:I . I.I . Jr: 

8 
- 8 -

standpoint, as I see it, of the two alternatives, 
if you' re going to cll&nge on tbis tax scbedule 
thing . I f you stretcr1 it out by five-year intervals 
instead of three-year intervals , as near as I can 
guess now - I haven't gotten the figures - it means 
you nave to come in witb a government subsidy 
earlier, by 1945, if you atretcb i t out. If you 
take tne other alternr tive, Just dropping out tbis 
half percent step-up but going to your two percent 
in 1943, as now provided in the law, Just skipping 
this tlalf percent, you won't have·to come in With a 
government subsidy so soon. l doft 1 t know just 
exactly when it would come in. 

So, skipping the nalf percent step-up, if you 
thought there was a chance of ~ongress, when it 
was meeting in 1943, letting this step-up occur 
from a fiscal standpoint, tbere would be more 
money coming in. 

hell ••• 

(On phone) Hello. Well, as soon as he comes 
out, I want him, please. 

Incidentally, Johnny, ~iss Lel:land said the President 
promised to dictate that letter this afternoon, 
and that's a bout the sixth time I 1ve asked him. 
~bey have not yet done it, but be promised to do 
it this afternoon. I really tbink it's six times . 

This is what I thought all by myself. Unless I 
want t o get involved in a highly technical dis­
cussion in which I 1d be sunk, I thought tnat the 
sincerest thing tha t I could do would be to say, 
"Gentlemen, here are tne two plans as I understand 
them. 11 I mean I'm going to call one tbe "ocial 
O>ecurity Board plan, the other the Treasury plan. 
"And I simply feel that in view of t he situation 
that l canlt look forward for the ~reasury more 
than three years; tba t 1 s a long time f or the Trea­
sury. And I feel I can r eco111111end wba t we call tbe 
~reasury plan. ~nd then we think that Congress in 
the year 1942 should re-exuine the whole thi~ and 
see what would be good from the standpoint of tbe 
person who is to be taken care of and within the 
realms of financial sanity from tbe 1reasury 
standpoint." 
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nl tmeyer: 

ll . lA . Jr: 

A! t :oeyer: 

H. J.I . Jr : 

.~; l tmeyer: 

Al tmeyer: 

ri . l.I . J r: 

Blough: 

Uuffi eld: 

Gas t on: 

"'uffield : 

l:i .:i. Jr: 

'-uff leld : 

Bl ough: 

Vuffield: 

llltmeyer: 

H. II .Jr: 

-9-

~na then in effect recollllllending that the rest or 
the tu~ step- ups be ob!i t e r uteu at this time? 

vlell, all I•m go.Lng t o t a ll< about is for three 
years ; I ' m no t going beyond three years . 

l.ou' re suggesting the whole thing be re-exBJDined. 

And i f necessary, I mean, r aise the tax 1n '43 

9 

nelf e per cent, one percent, one ana a nalf percent, 
two percent, wha tever i s necessary • 

.llut tnere is e t ax scbea:ule runni.ng up t o 1949 • 
As I get aer, tbe 1mpl1cs t1on of your remarks would 
be tha t - keep your one and one percent now. 

Oh well , I see. No, then I would - I •m willing to 
say, "Just pass a l aw saying that we will not take 
the step- up now, but leave it the wey it is f or the 
r est of tne time, and t hen t eke a l ook. " ! 'll go 
a long wi t il you on the t. 

! see . 

Go t o t'No percent f or three year s and then ••• 

TNo and a ha lf. 

Three percent . 

:~wo , t wo and a hulf, tnree. 

Talking about over-all or each one? 

I was t alki ng ~bout combi ned. 

'J.nen tt would be two percent to • 43 and then 1t 
would be three percent . 

Four percent . 

Four percent . 

Get tog.:tner, boys. >~lw t is 1 t? 

Two percent e ach, four percent, in '43· 

Four percent in '43· 
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Altmeyer: 

H.Y . Jr : 

Altmeyer : 

H.M. Jr: 

"'ltmeyer: 

H.M.Jr: 

"ltmeyer: 

li.!i.Jr l 

hltmeyer: 

fi.M.Jr: 

Blough: 

B.li. Jr: 

.~<ltmeyer : 

H. ll.Jr: 

Altmeyer: 

B • .ll. Jr: 

10 

-10-

Two percent each. 

And tnen that 1 s gooa for another three years. 

Yes. 

"nd then? 

Lt•s two and a half percent, all-over five . 

Yes . I wouldn 1 t recommend making any changes. 
!he only thing I 1m suggesting is • • • 

••• skipping this nalf percent. 

Is tnat all? 

Yes . 

That's a l l . That's all . But a s I say, I 1 d just 
like to go over there wi th you and lay these two 
things on his table and say, 11 \Vell now, .!r . Presl­
dent, I ' m sorry, but we didn't have our stuff in 
very good shape, and we've got it now, and as Mr • 
.kltmeyer says, this is as nea r correct as it can 
be, and the Treasury says •• • • " 

!ake it, ~eorge; take a 
didn't show it to you. 
you. .l:lut I can't do it 

look a t it. 
Should have 
all. 

"'orry they 
showed it to 

No intention - I'm sorry t oo, .llr • . Secretary . 

••ell, you have over-night anyway . 11And do you 
want this Social Security plan when you see it 
like tb1s1" And I•m not going to - I 1 m not going 
to do any selling when I go over • 

I do think •••• 

I'm not going to - I 1m just going to say, "nere 
it is . " 

I do wish you'd tack on 145 and 1 5J at any rate. 

All right, I tell you what you •••• • 
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Altmeyer: 

H. li . Jr: 

Viner: 

a.M.Jr: 

J<ltmeyer : 

H.K.Jr: 

vas ton: 

H. II.Jr: 

Outfield: 

B. II . Jr: 

~> ltmeyer: 

Viner : 

H.ll.Jr: 

\liner: 

H.ll. Jrl 

.llltmeyer : 

11 
-11-

Because it ' s such a tremendous sweep-up of the 
curve or benefits; you don't get a picture or that 
in the f 1r st three years . 

Leave this with me, and by tomorrow morning when I 
come in t11.ke <the t ax scnedule as it is written 
now and add them to both the lreesury plan end to 
the Social Security plan through '45 and 148, see? 

iaat is, work it out to see whet it will look like, 
if we take this step, for &nether ten years, fifteen 
years . 

He ' s saying six more years . You (nltmeyer) say 
run it up to '48. 

1945, then skip to ' 50. 

Whatever llr . ~ltmeyer suggests . 

'45, ' 5J, 1 55 . 

And you could have that for me here in the morning. 
Do you think it would be safe to call this HFiscal 
end wonetary"? I think better call it the lreasury 
plan. 

bVerybody except Danny Bell on the Committee. 

Better call it Treasury plan. ~hat should be 
rewritten. 

••ell now, Wr. becretary ... 
I ' d suggest you put no name on 
free to choose the other one. 
yourself if you ••• 

~et • s call it the Viner plan. 

it, so you' re still 
You're committing 

1bat1 s just what I want to guard against. 

Do you know tbis fellow v ery well? 

I certainly do . Be was for a fift~en billion .dollar 
reserve at one time. 
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Viner: 

H. II . Jr: 

Viner: 

B. Jl.Jr: 

Viner: 

a .... Jrr 

Viner-: 

IL!II.Jr : 

Viner: 

.1.1 toeyer: 

«lo tz: 

Altmeyer : 

B. !.! .Jr: 

!!ltmeyar: 

12 

-12-

As against forty-seven? I still am. 

We' r e glad you say that, because he was tryin& to 
tell me he never was for a r eser ve . 

Not for a forty-seven . I 1 m s till for a r eserve. 
I ' m arguing for a reserve now. 

~hut size reserve? 

Oh, a contingent reserve t o co ver a t least three 
years . 

How big? 

I say it ought to be about four billion dollars; 
mos t of them talk about two and a nalf or three. 

Tne discussion is whether we ahoula chsnge the name 
of the <iscal and Monetary plan to the Viner plan. 
Viner- ' s trying t og et his name on it. 

I•m trying to protect the 
to bear the rap for it as 
the Treasury nume on it. 
give them labels? 

'J.rensury. I'm willing 
long as you don't put 
Uy only point is, w~ 

bo far as we are concerned, Mr. Secretary, we ' ll 
go along with the Treasury. deally, there is no­
I wouldn't think of going on the Hill and sayin& 
tne ~ocia~ Security ooard thinks this and the 
Treasury thinks that. I think whB t' s decided we 
ought to all go along with. "e know tbe ins and 
outs of this •• • 

He ' s changing too • 

••• better than outsi ders can possibly know, and if 
'Ne ' re licked - t mean in t be sense that the arguments 
on tne other side seem to be stronger, we ought to so 
along w1 th it . 

Xou know me for six years - I mean not i ntimately, 
but we ' ve known eoch other - you know what I talk 
is always in the office and it isn't a question 
of my licking you or your licking me . 

We both, I thiDA, are very ••• • 
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B.!.I.Jr: 

Blough: 

ILM . Jrs 

l>lough: 

li . :A .Jr: 

blough: 

ll . li.Jr: 

.o.lta~eyer: 

H. !.I.Jr: 

Altmeyer: 

l:l . :l.Jrs 

Altmeyer: 

B.li.Jra 

13 
-13-

I mean t here is nothing personal. 

Would you rather cell these Plan ~ and Plan~? 

Yes, it ' s all right. And then do what llr . 
Altmeyer suggesteCl and have it here by tomorrow, 
by nine tomor row morning. Is t hat possible? 

rt •s possible . 

And let ~r. Baas see it, please . 

I•m sorry, I sbould have done that. 

I t's all right. 

nell , the way I feel is this. I can ' t be quite as 
generous as you are, because unless I take another 
somersault I don ' t think 1 can go up and testify 
that the tax should go into effect, the increase 
in the tax. ~ut after a good night's rest I may 
feel differently. It's an awful difficult problem. 

I t gets down to this, of course . What it boils 
all down to is , does the Pres i dent want to withdraw 
a billion dollars of money from out of payrolls -
thet ' s what it amounts to - in the next three years, 
in round figures? 

or course, I didn't present the figures yesterday 
on the other Social oecurity titles, but they ' re 
going to run up next year, with the amendments 
that we're recommending - the t ot al disbursements 
outsi de of old-age insurance under the ~ocial 
becurity Act are going to run over 400 million 
dollars. 

les . Now •.• 

llo t hat ••• • 

Excuse me • 

•• • so far as the effect on purchasing power is 
concerned • • •• · 

Now, I•a~ not a very good politician; in fact, I ' m 

-
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a lousy one . But r rom the te•per or both the 
Sena te and the aouse, what would you say - what 
are t he betting odds as to getting this increase 
in tax through? 

~ell, you know, the interesting thing is this. 
J ere '-ooper was r eally quite typical or the \lays 
ar~ Means ~ommittee on it . They 've been exposed 
t o two months of testimony, a nd I think that they 
are in - would be prepared to s toy by the present 
t ax scnedule; in f ac t, I don•t t hink it ' s entered 
their consciousness to think of changing the 
present tax schedule - the Ways and ~eans '-ommittee. 
I don't think it's entered their consciousness and 

· this will come a s a surprise to them: that the 
Treasury r ecommends • •• 

o\ell, he heard me yesterday . 

Yes, but I mean other tnan Jere it will come as a 
surprise that the Government is suggesting not going t 
up t o a half percent next yeur, because there's been 
no testimony t aken by them of anybody objecting 
except rlukeyser yesterday from ~earst, and there 
may ha ve been one other person. Dut ••• 

~his maKes it perfect . lt puts Vandenberg, Lodge, 
Hearst, ano me in the same boat - and ~ccles . 

And, I expect, John Flynn and ~r. Coster-llusica. 

(Hearty laugnterJ 

It you rill par don MY • • • • 

.l.t 's all right, young fellow; listen, after I read 
your memorandum last night, you ' re in a class by 
yourself . 

! know it, but I - there's a little underground 
support a r ound here. 

Are you in communication with Coster-llusica? 

No, I was suggesting names for these plans - Insull 
and Coster-~usica. 
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That may be because they've got a little pride of 
s uthorsbip in the Ways and Ueens Committee and 
they ' re sold on the present thing ; while they ' ve 
bad a t errible fight on the r eserve, nevertheless 
they 1 d like to cling to some of the shreds of t heir 
handiwork. Now, when it gets out on the floor of 
toe tiouse, I think the Ways and 14esns Committee 
would control the s ituati on. I don' t think there 
is much danger in t he House . 

'o'ihen it gets over ln the Senate, that ' s s different 
story . You' ve got ~andenberg, you' ve got Lodge, and 
I thi~ there ere ~ number of the liberal Senctors 
t oo tost woula be quitu concerned about this. and 
so :;: think in toe Senate it might be that you would 
run into difficul ty with shalf percent step-up . 
'rh&t •s my t hought. 

"ell, look, I ' 11 ask the <'resi dent to see us the 
first time he can . In the mesntime, do you (iluf­
field) think I ought to call up Cooper myself? 

r just promisea that somebody would call him this 
sfternoon. 

I ' ll call him. 

'•his ns the clerk of the CoCIUiittee, it wasn't the 
member . This was the clerk . 

'iennessee, isn' t it? ·•here's he from? 

• nis is the clerk of tne Committee, not Jere vooper. 

But I want to talk to him myself. 

Just call the l•sy s ana .oeans Committee, clerk of 
the Committee, wr . Cooper . Just the clerk of 
the '-ommittee . 

//ell, you call him up und tell him tllat I j ust 
got a - I need another twenty-four hours . 

All right. 

Tell him I expect to sec toe President agsin; I 
need another twenty-four hours . 
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llow, do you W&Jl t 111e to mention t be o tber thing I 
have in mind? 

~<nytbing . 

16 

llell, I think tbot e large por t of the popular 
misunderstanding of the nature of social insurance -
this contributory social insurance would be allayed 
i f something were done on the lines of wbat brown 
suggested on tbe handling of filMs . ~ou r eacted 
unfavorKbly on tha t. You s ay if they don' t trust 
the 1reasury, tbey won't trus t eny Government pro­
position. Eut I think tnere is something to bo said 
for this sort of a thing: l:henge this word "taxes" 
to "contributions" in tbe law; l os t year it was done 
in tbe case of r ailroad unemployment insurance, Lnd 
they c~lled it contributi ons , not t axes . Have it go 
into a s pecial fUnd . It doesn ' t m&ke GJlY dift'er~:nce 
t o the • reasury; that's oner e it goes eventually 
onywoy. hnd pernaps nave a board of custodial trus- -
tees, not i nvestment trustees . And perhaps write 1 

into the law, or the l:ommittee report at any rate, 
a declar a t ion of policy relative to the size of 
reserve: tllree times the ••• 

Well now, let me osk you this. <-et ' s do one thlng 
a t a time . In the Pos t Jffice - Postal <>&vinrs IUJve 
three trustees, tbe Postmaster General, the nttorney 
General, end I!IYSelf. !low, do you want .to - would 
tbet plan help you any? 

Xes . 

\Vhot? 

~es . I mean you ' d huve Government people . Wouldn't 
want to bring in outside people. 

Be ex-officio appointments . 

hx-officio, yes . 

On Government Life I 'm exclusive. I'm exclusive on 
practically all of them, but if making two other 
Cabinet - making you and the Secretary of L~bor 
co-trustees with myself - 1 c ouldn• t obJect to that. 
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~ou tnink so fer as the lreasury is concerned, so 
long as the Treasury has these two essent i al func­
tions , the col lection and the investment, that the 
way it ' s handled, the bookkeeping here, is merely 
something to convince the public ••• • 

.:.ye-wash. 

r mean I can't - if you want t o make yourself nnd 
the O>ecretary of Labor - would that be the •••• 

I wasn 't thinking of the trustees so much as t his 
whole •••• 

Ylho besides yourself? I haven't -wouldn' t it be 
Just Labor? 

Yes. 

Secretary of Labor . 

And maybe Commerce . 

No, three would be • •• 

but I wouldn't - wba t the ~resident said about putting 
a ceiling on this thing - I Just couldn't f ollow bim 
a t all. r didn't wsnt to - !didn't want two things 
at a t ime. Be said when it gets to a certain height, 
toe r e:;erve fund, then you do what? 

"Just put it in escrow. • 

I don't kno6 *nat be mean t by that. 

I don•t Know w!ult be n~eant . 

"Let ' s use tbe figure five billion c ollars . Anything 
ovll r and tJ bove you put in escrow.• "hat do you do 
N1 th i t? 

You' d hove a board to bold - you ' d hold to five 
billion dollars, and above tha t a board would nold. 
On that basis ••• 

~hat would you do wi tb t be money in e screw? 
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"bey 1 a hold it the same way you do; they ' d be the 
legal trustees for it . 

But his ides ot expressing a policy- I think there's 
a lot to it. 'lne policy might be expressed like this: 
that it at any time the reserve exceeds ttlree times 
che annuol benefit payments, then ttlis board shall 
make e recommendation to the ~ongress as to wha t 
shall be done . 

"he s igntficance I got from Qis statement there 
was - his i deo was cutting off the reserve fund at 
five billion ~ollars and ttlen have Congress explore 
the possibility of lowering the t &XtiS back again to 
Keep lt - in other woros , to l e t that fund balence 
icself e l l tile time, no t to go beyond thatemount; if 
1 t NOS going beyona tha t amount, extending past tne 
benefit j)byoents, tnat you' d cut the tax down. '!bat 
w&s tne si&n1.ficance I g ot fro11 wnat he s aid . 

1 franAly didn't understand it . 

Of course, I t hink i t 1s · wrong expressing it in 
absolute terms 11Ke five billion; it ought to b e 
in terms of the annual benefit costs . 

Contributions &gainst the benet' i ts. 

It ell .... 

Tne m~ture benefits . 

No, on that - do you know wtlat t he mature benefits 
under this new proposal t>re likely to be? 

Two and a half? 

No, I mean tbe maximum. First let me say that the 
actuaries are now s aying that our original cost 
figures may beve to be stepped up by as much as 
5J percent . 

-'bet ' s the ' 35 ~ct , present Act. 

-'he present Act . nell, that means in eventual cost 
perhaps as much a s six billion dollar s a year . Well 
now, three times that woula be an 18 billion ooller 
reserve ; you aon 1 t mean t hli t. 
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~ix billion dollars a year in wnat year? 

1980 - this mystic year. 

.None of us wi ll be v 11 ve then. 

You don 't know what you're looking nt , John. 

uon 't think 1 •11 be alive then, so that • • • 

but we will be alive 1n 1945 Lnd l95J , and meeting 
here perhaps. 

No, somebody will. 

Jur maxlmun cost assumptions may be ~s much as a 
billion ~ollars by 1945 ana two billion dollcrs 
by 1950; that 's what we're heaaed for in this thing . 

Yes. I would huve thought sooner tnan t hat . 

That ' s a year, I mean . 

~es, yes . On a fla t curve proposition i t would be 
up to two ana a hali' or thereabouts at about '60 . 
But it will be more than that . 

I don't know wha t it will be in 1960 . 

(On phone) ThaDA you. •hursday? 
a minute, let me ask ... r • .t.ltmeyer . 

Just 

lf I'm going to go up there, l oughtn ' t to wait 
until Thursday, ought l, huh? 

Not to see the President. 

(On pllone - to unnee) llo, I think if ne could 
worK us in some time tomorrow . .. If you please, 
because - on account of the Congress end on account 
of my going awuy Friday night . •hank you very 
much . 

uell, let •s go over - now, if it helps you to have 
the thing, what you're talking about , the trustee 
business, I'll go along with you on that. 

1hat1 s Just incidental to the o ther thing I mentioned. 
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I know. 

And the change in the terms from "tax" to 
"contribution." 

,/ell, I go along w1 th you on that. 

Kay I ask whether you have • ••• 

I go along with you on that. 

20 

The two g o together, beca use if it goes to trustees 
it would be regarded as contributions . 

If that's what you came • • •• 

I didn't ~ow you'd be so r eceptive to t hat. 

Do you have something more? I'm trying t o be 

I thought you'd say it was just eye-wash. 

But it'~ needed eye-wash. 

I want t o b e helpful. 

..... 

I'd r a ther you survey your own people- I really 
would - because it ' s a long-renge •reasury proposi­
tion. 

.Yell, Johnny, you go along on that? 

oure . 

It will aave a lot of letter-writing . 

"bat? 

I t will save a lot of letter-writing • 

• 

I 1 ve got one question I want to ask on this contri­
bution thing . I tbougbt tbis got in under the 
Constitution'under the tkxing power . Is it threatened 
in any way by calling it a contri bution instead of a 
tax? 

There isn 't a cl ear legal question about it. I think 
the lawyers would say that now since we have had the 
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Cardozo dec i sion and the POilippine coconut oil 
oecision and we' ve got o new appointment to the 
~upreme ~o~t, that probably there isn ' t much 
danger of the Court overturning it, especial ly 
if in the ~ommittee report you said that whi l e you 
call it a contribution you're exercising the t axing 
power, something like that , so you'd have a legal 
basis in case it were questioned . 

I just thought they wer e celled taxes rather tban 
contributions in the first place to make it per­
fectly clear . 

•he titles were separa ted because of tbat. Inci­
dentrlly, Ur . Secretary , you've got t o revise all 
of your reserve language anyway, because ~ongress 
h~s viol a ted the r eserve requirements already by 
no t bppropriating the onnual premium that your 
actuories estimate is necessary. 

I know. 

l>o we 1 r e vi ole ting the l aw no•,, . 

Whnt wes the name of that man with gray hair from 
Labor uepartment yesterday'l 

IJ1mock . D- i-m-o-c-lt . 

oiDil t 1 S his position? 

He' s Assistant Secretary. 

I mean where did be come from? 

lliarshall Llimock? 

Yes . :rhere did he come from? 

Yes . 

University of ~hicago . 

He ' s one of our •••• 

••• political scientists. 
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I never met tllza before. beeaed like a veey nice 
aaan. Bow long bas be been llere? 

Be was over there studying immigration tor about 
six months, and be's been •ssistant Secretary tor 
a bout two or three months now. 

Well, you got anytping else? 

No. 

• 
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1U. OOCIAL SJ:.CURI'f¥ RE.COJaE.!IDATIONS llarch 21, 1939 . 

11:55 a .m. 
Present: 

li .M. Jr: 

Viner: 

li .U.Jr r 

Blough: 

!!. M.Jr : 

Blough: 

li . II . Jr: 

l:llough: 

li .M.Jr : 

Blough: 

I! . !I . Jr: 

olougn : 

llr. iianes 
llr. Vutfield 
llr. Blough 
wrs Klotz 
14r . Gaston 
lAr . Viner 

voae in, Pr of essor . I thought you'd like to meet 
ilesserslllith. 

l es, I did; thank you very much. 

~et 's see what you (Blough) got on this . 

That's the Social l:iecurity, with regular increases , 
following the Act. 

This is bocial becurity l:loard. 

And this is t he monetary . 

You got copies for llr. donas? 

I have a few. 

~iscel and monetary . 

• 

~o e 1 lr take the '>ocial Security thing first. Oroaa 
t ax receipts, 915 ; benefit payments, 175 ; adQinistra­
t~ve expenses, Sl; net withdrawals , 689 . 

Now, you add 175 t o 51 . For net withdrawal, how do 
you get 689? 

915 minus 175 and 51 equals 689 . 

Well, can 't you get 1t so that that ·•ould be ••••• 
~ou mean 915 minus 175 minus 51 equals •••• 

••• 689 . 
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All right. But is thot t he way - wouldn't there be 
some line drawn by 8 bookkeeper, or something? 

lf it were horizontal, yea. 

~ell, now, could I draw a line between gross tax 
receipts and benefit payments? 

Yes, it would be 8 

~ood idea? Abet? 

And also between adlllinistra tive expenses and net 
Nithdrawal from the eoono~. 

Now, wby is it net witadrawal? 

We didn't know what t o call that colunn. 

Net withdrawal from economy, 689 . Now before l 
another line - interest accrued. 

I 1 d call it •net casll r eoe1pts of Government. " 

t;all 1 t "net cash receipts . • ~hat •would be much 
better. 

Net what? 

•Net cash r eceipts ot ~overnment.• 

"Net cash receipts.• • l•ct cash receipts. • 

Let's see, 915 is tlle t ax, 175 be.nefit paycaents, 
administrative 51; you s ubtract those two, you 
get .... 

bloush: 6t!9 . 

B.U,Jr: 

Duti'ielo: 

ll . ii .Jr: 

How do you Joean, net cash receipts? io the Govern­
ment? 

~o the Government, yes . 

Nell, tllet doesn't express it. I see •gross" here, 
but you use the word •gross tax receipts• and then 
you use •net cash r eceipt s . " :tou•ve got to use· the 
sacae word . 
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All right, "net tax receipts . • 

~ot net tax receipt s; r eceipts would be gross -
minus administrative expenses. 

Where does the 53 come in? 

53 is the interest accrued , which so long as we are 
on a deficit is a bookkeeping item. 

That's tne interest we owe t o tne ~ocial ~ecurity 
fund on account of the three percent provision. 

Is that plus or minus? 

That 1 s pl us and helps to build up the fund & t the 
end of the year. If you will take the fund a t the 
end of the previous year , the 1430, add t o it the 
689 and the 53, you'll g et the 2172. 

Now l ook, you fellows make it just as 
can f or a very simple-minded fa rmer. 
with 915 • ••• 

Xes . 

bard as you 
Now you start 

Now, when I worked on tbe farm, I do either all my 
pluses or minuses first . 

Xou 1re getting two things . You ' re trying to get net 
cash recei pts to the uovernaent and you're trying to 
get tbe funa . 

I tbinll: it would be simple r 1t you were to errange 
it in the other order, vertically instead of hori­
zontally. 

And put years across the top • 

lbat1 s right . 

~es, and then 689 is the net cash receipts that 
were taken out. 

What the uovernment t akes in ove r what it pays out. 

And the 53 - we pay that out again. 
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That ' s a boo~eeping • ••• 

J ust make a bookkeeping transfer. 

But you want another column here tor the total t hat you add to 14JO to get 2172 . I want that figure . 

'.l.o t al added to r eserve. 

I t yo u do that norizonta lly, you'd get tObt. 

i ou con subtract, you see. 

•o t a l adued to reserve - that's 742 in t he first year . 

It wo ul d be 7- ••. 

742 . 

I get toe tning now. •hen the next t illle we take 918, and the benefits are 4JO, expenses 51, net witharawsl 467 . Ln other words, the net withdrawal in the next three years on ~ocial ~ecurity is 
one bill i on 471.1 million. 

That's correct. 
left • J9 out s-:o 
years 1 41.1, 141, 

Tn~t•s beginning in 140 . I 've 
you could concentrate on the three 
end 142 . 

That's right. '.!.hat 's right. Hoo it begi ns to take shape, doesn't it? 

Now, on the other basis, on the so-called fiscal e nd moneta ry thing, the net cash withdrawal is 552 or a lmost e billion dollars less . 

That's right. Of course, after 142 the picture is 
different. 

'I ell, I don 't; t hink we ought to go beyond ' 42 . 
'lbere rlll be r a pid increase in rates, under the fiscal a nd monetary committee tax plan. 

lbe wa y I' m thinking - we do this f or three years 
and tn '41 we re-e~amine it again f or t;bree yea~s. 

Regraded Unclassified



blougb: 

a. M.Jt·• 

lianes : 

d . ;(. Jr: 

Banes : 

8 . 14.Jr: 

olougiH 

H. M. Jr : 

Blough: 

a.M.Jr: 

Blouab: 

iL.II .Jr: 

<>lough: 

uu!field : 

B. !I.Jr: 

Hanes : 

29 
-s-

"e can tell in advance that if you're going ahead 
with the schedules, the r ates -tll have t o go up 
more rapidly after '42. 

Now, llr . ~ltmeyer is coming here at three at his 
request . 

Now I• m getting this thing now so I understand it . 

You got any s uggestions, Jobn? 

No . 

Wbat? 

No . 

•bis is - it1 s the 1470 as against the SS2, isn't 
it? 

Th~<t 1 s right. 

olha t? 

J.hat' s correct . 

And - well, we can fix it the other way very 
easily . 

Ne can recast it i n three-quarters of an hour . 

I can take a look a t it agai n - can you be back 
around two? 

"'a.sily . 

Be bacK before lunch it you want it. 

1 wouldn 't be r eady . Is this the way it should be? 

Yes. Very clear. 

Ur. tiecretary, I think there are one or two reserva­
tions that maybe you don' t care whether we mention 
or not. We've just arbitrarily taken one set of 
their estimates of benefits . •hey ' ve got Beaven 
knows bow many. 
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•ell, you• ve got t o teke one. 

That's right. 

You've got to take one. 

Would you call Wr. Cooper 's clerk and say tbat 
I'll get in t ouch with him this afternoon. 

Yes. 

~0 

And then 11' you g entle.llen come back - not necessary 
tor you to be back ~t two, but 1! you (\iner) would 
be nere at tbree. 1 1 11 take a look at tnis a t two, 
and t hen if all ot you could be here when Altmeyer 
is here, wet U put this thing before Dim. Tell 
Haas to be here, too. 

but tell Cooper I•ve got the message. I just don't 
know how to answer. 

But if I could have those figures horizontally at 
two, and then when J•ltmeyer is here we 111 take 
ano t Rer look at it. 

Fine . 

"'nd I think if l could get that in to see the 
? r esident and simply say, •Uere•s the picture.• 

(On "hite House pboneJ ••ho is making 
t or the Fres1dent, Watson or Kannee? 
please? Tnank you. 

appointments 
!fay I 

Have you (Blough) shown t his t o the Social Security 
people? 

No. This comes - this is, I may say, worked up 
from their t ables. 

That 1 s all right. 

but I haven ' t shown this to them, no . 

rinat it amounts to: does the President want this 
thing to take a billion dollars out or •• • -wbat? 

~r . Currie's stream ot spending. 
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Net Federal contribution. 

Uoes be want to t uke a bill ion dollars out of net 
Federal contribution? *bat? I mean this gets it 
down to, does be want to do it or doesn't be? And 
my own feeling is that if be - I mean if be doesn' t, 
it be still wants to stick to this thing, I don• t 
think ! better go up on the Hill, because - wel l , 
we ' ll decide that. 

Xou got any suggestions, John? 

No, not a thing. 

~an you be back at three? 

Xes . derbert, we better make 

We'll change that. 

'lell him to make it 3115. bee, it will ta.ke • •• • 

Half an bour. 

Iinke it J : JO. 

nll right, people; I•ll try to get an appointment to 
see the President tomorrow. 
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Rl:. SOCIAL SECURITY RECOIGIEIIDATIOIIS Karch 22, 1939. 

Present: 

B. li.Jr: 

Foley: 

B.li.Jr: 

~oley: 

B.II.Jr: 

~<lta~eyer: 

Mr. Hanes 
llr . Gaston 
Kr. McReynolds 
.lr. Duffield 
.tr. Foley 
J.lr. Bell 
llr. Blough 
Kr . Viner 
lir . Altmeyer 
Mrs Klotz 
Mr. Reagh 

hello, everybody. 

12120 p.a. 

lio• gentlemen, llr. Altmeyer and llr. danes a.nd I 
have just been over to the White Bouse, ~nd we took 
over what we have here. How, I don't know whether 
all of you have seen this or not . I hadn't until 
I got there. But this is the work done during the 
night, and supposing I start off by reading this, 
because the President accepted this and agreed to 
it. 

And !n reading this , would you (dell) particularly -
he asked whether you ' ve seen it; I don't know -
we 'd like to make it as much like the Postal Savings 
as possible, in connection wi tb handling tbe Social 
Security fund, you see. I don't know bow near it 
approaches tbe ~ostal Savings plan. Do you (~oley) 
know? 

Well, I don't know oft-bend. I can give it to you. 

nell, both Mr . Al tuyer and Mr. Banes and I thought 
if we could say, "This is practical.!y tbe method of 
handling Postal Savings ,• it would be helpful. But 
I•ll read it; you'll see. 

This is what our people and Social Security worked 
out last night. 

What you did last ni£bt. What we want t o do is 
get something for me - llr. Altmeyer will assign 
people - I want something - if we can Meet here 
again at 9:1S tomorrow mor ning. ~ian you ("'ltmeyer) 

Sure. 
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Now I 1 l l reed t his thing here . 

"Pr oposed changes concerning ol d age r eser ve 
ac count. . ..... . . 

11VIe wer e i n ug r ee1nent t hat a sta tement, such as 
t he following, woula be appropria t e: 

"1. The t axes under ·Titl e VIII should be desi g­
nated as •cont ributi ons . • 

"2 . I t i s f ur tner sugges t ed t ha t ther e be crea ted 
and es t ablished a fund to be ~nown as the •Soci al 
I nsurance Tr us t Fund ' t o be held in trust by the 
Hoar d of Tr ustees of t ne Social Insurance Tr ust 
Fund and t o b e aeposited in a speci a l deposit 
account with t he '! r eusurer of the United Sta tes . 
The monies in the Socia l Insur!i.nce Trust Fund snell 
not be covered i nt o the Treusury of t he united 
St a t es . • 

"The Socia l Insurance Tr us-t Fund snall be made up • 
of (1) monies appr oprlut ed t her eto out of the Tr easury 
by Congr ess (includi ng t oe monies now carried in t he 
ol d age r eserve account); ( 2) monies col l ected by 
way of •contributions ' under Title VI I I of the bocial 
Security Act; it i s contemplated t ha t t he •contr ibu­
tions ' will be pai d directl y int o the 1rust Fund and 
will not be cover ed into the l r ee sury ~nd t hen 
appropria ted out; ()) ~11 interest, incr ement, or 
pr of it rea l i zed in oper a ting t he l r ust Fund snall 
accr ue t o the Fund ." 

I j ust want t o s t op. I thi nk if we could d r sw in 
this men from t he Univer s ity of ~hicago, the oon 
from Labor - waa t 1 s his nome? 

uimock. 

Wha t ? 

Dimock. 

!louldn ' t th&t be good , so t hey might be f amililil' 
with it? Vlouldn' t he be the man? 

l don't tnl nk anybody over ther e r eally bas been 
wor king on this; but it' s all r ight to have so~ebody 
in. 
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Don' t you think it would be helpful? 

O.K. 

At least he can't do a ny harm. What? 

That ' s right. 

36 

ijend word to Douglas Brown 1 want him to be here 
Tnursday and Friday, pleuse. Huh? 

Be isn' t going to like that. 

lilly? 

Be had some commitments in New York which he put 
off a week anyway when you called. 

'nell .... 

That ' s all right. 

"The Secretary of the Treasury shall be the managing 
trustee of the Board of Trustees of the ~ocial 
Insurance 'rrust ~'und. The ~>ociol Insurance Trust 
i''und shall be deposited in the SJ19cial deposit 
account and withdrawn therefrom b,y the Secretary 
of the Treasury, und as managing trustee the 
Secretary of the Treasury shall exercise all 
fiscal control over the ~ocial Insurance Trust 
Fund. !n that capacity shall nave exclusive 
authority to invest or r einvest the a>onies in the 
Yund. lt snell be tne duty of the Secretary of 
the Trea3ury to invest such portion of the monies 
in the Fund as are not, in his judgment, required 
to a>ee t current needs . ihe becretary of the Treasury 
shall invest only 1n interest-bearing obligations 
of t he United States, or in obligati ons guaranteed 
as to both principal and interest by the United 
States. 

"For purposes of investment, such obligations a>ay 
be acquired by the oecretary (1) on original issue 
at par, or ~2) by purchase of outstanding obligations 
at the market price. The interest yield on obliga­
tions in which the ~ecretary may invest shall be not 
less than the average r a te of i .nterest pr ovided for 
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in ~action 904 (b) of the Social Security Act. 

"J. The board of Trustees shall be composed of t be 
Secretary of the Treasury, Chairman of the Social 
oecurity Doard, and the Secretary of ~abor , whose 
duties shall be to report annually to Congress as 
to the operations and status of the Social Insurance 
Trust Fund during the preceding fiscal year and 
during the next five fiscal years." 

Why "during the next five fiscal years"? 

Xou have to project your planning f or five years. 

"With regard to (a) inc~e from whatever source, 
including contributions and interest; (b) disburse­
ments of every character pursuant t o ~Sfments under 
Title II of the Social becurity Act; {c) the assets 
of the Trust Fund, incluoing cash a nd securities 
and their yield. 

"The Board shall also, from time to time, include 
special actuarial estimat es having a bearing on the 
general fiscal cond~tion of the Fund. 

"The board of lrustees shall maka a special report 
to Congress, whenever it shall a ppear to the Board 
of Trustees that during the ensuing five years there 
will be a balance in the Social .l.nsurance Trust Fund 
greater t han three times the highest annual expendi­
ture anticipated during such period ." 

Now, the President's approved this in toto. In toto, 
a hundred percent. And the thing that Altmeyer 
pointed out to me- that this doesn ' t mean we any 
longer have to issue three percents . 

Xou•re taking that out, then? 

If you're going to have a uovernment subsidy, no 
need to have a fixed rate of interest. 

Now we presented to the President what we call 
Plan A. 

Xou make your actuaries ' job more difficult. 

• 
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~our liubil~ty can be t~ed on whatever rate you 
want. 

Well, we presented to him Table I and :<able II, 
and when we first presented it to him - and we 
showed Table I went through with the present 
increases as 1n the law and Table II skipped the 
present increase tor the next three years end then 
had the increases thereefter . Well, again he said 
he didn't like it, end so we argued. So he said, 
"Well, let ' s have tour plans . " 

And be s ays, "We'll call Table I ?lan J., " nd we' ll 
have f'lan B ••• • - wnicb is bare in hls own hand­
writing: 194~. go to l i percent; 1 411 11; 1942, 1 . 75; 
and 143 and thereafter, 2 percent. ~hen on Pl&n C 
ne sa~d 1.16 2/3, 1 . 33 l/3, then li, and then 2 . 

Be said that I should ~o up end say, "Here, gentle­
men, are four plans. We thlnk they're all good, an" 
we 1 d like Congress to study these .n 

But as to the Trust Fund - I mean the money - this 
would be a definite recommendation of the Adminis­
tration. Is that right, Altmeyer? 

~es. 

Am I saying it about right? 

That's right. 

Johnny, is the.t about right? 

(Nods yes) 

And as far as I ' m concerned, considering the 
position of the ~ocial Security Doard - and t he 
President and lolr. Altmeyer rubbed my nose 1n the 
fact this morning that it was I who had the - what 
do you call t hls fund - reserve? - ••• 

Reserve • 

••• increased; that 1 wasn't ~tistied. Incidentally, 
nerbert or somebody look up my testimony. Be sa~d 
I•m tne fellow that had it increased, publicly. 
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~es, r think that's right. 

So ! 1 m satisfied to go before Congress in this way. 

Now, what Ur. kltmeyer said he'd do to help me out, 
because he realizes how sketchy my knowledge is -
that he will assign people to work with our people 
so that they can have the thing in writing tor me by 
9:15 tomorrow morning . 

And while we were there the President coined a new 
word on the present si tUiltion. Be said he calls this 
an •easeoent." He says, "We'll ease our way into 
this tbing." 

l t 1 s a oortgage. 

What? 

It ' s a mortgage. 

1 don ' t hear you. 

It's a mortgage on future generations. 

An easement is the right or somebody to walk over 
you. 

Well, we've passed that stage, haven't we? 

dell, anyway, l personally reel that - 1 •ant to say 
here in :1JY own g r:>up that lilr. hl tmeyer couldn 1 t have 
been m.ore cooperative if be had been with the Trea­
sury; l 1 ve tried t o meet him on the same basis. 

~econd place, I think 1n view of the ~resident's 
public stand on this and his real interest 1n the 
Social Security, a lso in view of the tact that 
everybody in the 'treasury has wobbled all over the 
lot - they never stand put on this thing one minute -
and I being the worst offender, why, I can 't go up 
and say that Plan II is the only plan, end I'm will­
ing to present all four. 

So I - after all, it's democracy and it's give and 
take, trial and error. 

-
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No111, ~mo 111ill you (••l t.meyer) uesignate to head 
this thing up, to ~ork with our people? 

And another thing - if I could say, ~. tha t this 
is almost the same as rostal Savings, or where it 
differs ; and as to the handling of the Trust Fund 
end all that, if lo!r . ~ell will take a look at that. 

•be Board is procticelly the same - composition of 
it. 

Bow busy are you, Dan, the next 24 hours? 

oell, I•m pretty busy. I ' d have to stop some of 
IllY hearings for this. 

I ' d like to r aise this Question. I suppose the 
lawyers have considered the constitutionality of 
the contribution fee tures. 

I was going t o r aise the sa.me question. 

II ell, t tw t • s something else . 

Getting bac.k to the AAA principle there. 

What would be the berm in sti ll calling them t axes 
and having Congr ess appropriate them for the benefit 
of the Fund, and as they come in Just deposit them 
in the Fund? We've got several funds tha t way. 

Well, I think, Vanny, that the whole - one of our 
big troubles so f &r is we've baen calling thea t axes 
alld everybody gets to talking libout them as if they 
were general t axes . 

Well, you called them t axes for constitutional 
reasons . ~ow have you jumped tha t hurdle? 

Xes, I think so. 

I would suggest you might get there this way. titill 
call them taxes and alweys put in brackets after 
the word •tHxes~" •contributions to the Sociel 
Insurance Fund . In time, after e few years, you 
may drop out t he "taxes.• 

-
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You know, tha t 'Nord •tax" was dropped out last 
yea r under tha t rleilroad Unemployment Insurance 
~ct. lnGt uses tbe word •contributions . • And the 
way they undertook to get over theburdle was tha t 
i n the ~ommittee report they said that "these 
contributions were being levied under the t axing 
powers of the Federa l GoverDIIIent." "nd so if t taey 
had to test it out they could always go beck to t he 
Committee report and use that. 

'•ell, i f they con meet - what ' s the room they meet 
in, he? 

296 . 

296, at 2: )0 . hnd George, you ought to give it all 
your time, ::nd " lough r.nd Reagh. lind Foley, have 
somebody on it, but wa tch it; ~nd Bell, could you 
t ake your end . ~<nd t hen 1f you - is it all r i&ht 
t o send your people here? 

Fine . 

And if the r est of you would sort of give this 
thing a - watch it go along. nnd I think you 
(Duffield) better sit in, definite ly, with these 
boys, you see. nno Wee and ~erbert, if you' d 
kind of watch it also ; but these other fellows -
could you (Viner) watch it t his afternoon, or you 
go t something else? 

Not unless t here is more work on that letter. 

"ell, immediately when I come back from "allace, 
if you come in 1 •11 go over the letter with you. 

But 1f this thing could be rolling and then if 
you could have something f or me a t 9:15 . 

Would you ("1 tmeyer) ask tha't man to come over 
from Labor '? Would you do tha t ? 

Yes , be glad to do tha t. 

Now, do you mind lf f or the r ecor d I keep this, 
becr.use I•ve Kri tten on it - is tha t all right? -
and then this thing in the President ' s own hand­
writing - you con have tha t photosta ted and sub­
stitute the photostats. 
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I 1d like a copy of that so our &ctueries can 
be •••• 

"e ' ll do it right away and send it over to your 
office . 

Well, our memorandum to you is practically the same 
as th&t . I followed it. •light there - the one on 
top. You see, Ne worked this out together and this 
is practically what you read. ·~hat's my memorandum 
to you, see? oo if you want to give the other back 
to him, it's all in this. 

tlo, I 've written on the back of it. 

(1o ~lotz) I' d have a dozen photostats made. 

" dozen? 

Yes. And a copy to go to Ur . Altmeyer . 

Now, what 1 wanted, becuuse I ' m so - e.s I say, I 
want u definite sta tement. Here ' s one - I don't 
know what - ~lough gave me a sta tement. 

That's pretty bed now, because the situation has 
changed since I started thot. 

WellL if I again may say it, a s to the 4uestion of 
the Trust Fund and that, that we feel •e can 
agree def1n1tely on. Right? As to the other, ! 1m 
t o go up end say, •How, gentlemen, here are tour 
plans, and ~e think all f our are worth¥ of your 
consideration. • 

They'll ask you for a preference, 1 1 m sure . 

1/ell, I•ll simply suy , "l•t this time I am not ready 
to indicate a preference .• 

IO!oy I ask the s1gn11'1conce of tbe r eference in that 
Trust Fund business to a three-year reserve? 

:tes . 

That ' s what everybody's been talking eboutt three 
tic.es . 

-
I 
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~his puts it definitely on record, then. •bat says there snell be a special report to Congress whenever the r eserve get s so high. ilo we understand we're endorsing a contingent rese rve instead of a rull res erve? 

Vf not more Ul an ttlree times the highest annual benefit cost in the next five years. 

It• s all right to say so in the statement? 
Yes. had that ' s what you (Viner) believe in. 
(Nods yes) 

"'m I right? 

'J.hat ' s right. 

uut notice it doesn't say "endorsing •••• • 

I myself haven't got much judgment as to whether two or four years, or so, but I think three year s sounds r easonable to me . 

Xou very between two and four, as against •••• 

I ' d ask the experts there as to what period. aut it 's a contingent r eserve to take care of a short period of stress, special strain or 
emergency, r a ther t han L full r eserve. 

"Lbe Administr ati on and the President have O. K. 'd i t. 

That ' s right. 

Tha t he ' s for a conti ngent r eserve . ne r ead the thing very, very carefully, said, "This is fine. This is grand . This is what I suggested ." I sn ' t that prac­tically wtu<t he said? loha t? 

l.es. llotice it says •not grea t er than.• 

That ' s right. 

· ·n shouldn • t be· three times, because tba t would bring the Government in to subs i di ze perhaps sooner 
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thon we want to subsidize; so it's a reserve 
not greater than three times . 

It sets a maximum limit, doesn ' t set any 
minimum. I approve of the minimum, too . 

44 

And, to let eolitics r aise its ugly head for a 
moment, you ~kltmeyer) think this is good politics, 
don• t you? 

1 do . ~xcellent. 

This takes care of the things you've been worrying 
~bout "for months , doesn ' t it? 

0 ut I think in your statement. before the Coll1lll1ttee 
you ought to point out what the significance or this 
change is: tnet they're going to be confronted with 
the necessity of either ultimately increasing payroll 
t axes or subsidizing out of other than payroll taxes, 

We ' ll take a look ot i t. 

The point, gentlemen, why I'm willing to go along 
with t his thing - I want to see - I a lways try to 
be honest . What ' s happened t.o me recently in the 
last couple of days makes me as afr a id as a lot 
of other people a r e that if we get this fund up to 
the size they' r e talking about, that somebody will 
raio it and use it for purposes for which ~t was 
never created. J.nd l think that to have e fund the 
size that l originally auvocated, in view of the 
t r end of ~overJDents all over tbe world at this 
time - I think that that's dangerous. Now, I 1m 
willing to - I •ve got to explain why I've ccanged, 
and I think that ' s what's going on. J.fter all, 
there isn't a government in the world tbat isn't 
on a deficit financing basis, due to c rmements and 
unemployed . And to build up a fund like this, of 
this size, a.nd have it there - it ~·ould never stay 
there . 

You're ~illing to say t hat in a s t atement? 

Xes, and I ' m tclking out loud and you people can 
think about it. I moon look the world over: what 
government, due to either armaments or unemployed, 
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' 
isn't on a deficit basis? hOd in times like this 
~ think it' s unnecessary and unwise to build up a 
fund larger than a con- - a contingent fund larger 
than three yeal"S . L mean that 's - and it would 
WOl"ry m~ t9 have a bigger one . 

I just wanted t o get in mind wha t you wanted in the 
stat ement. 

1 1 m tal~ing out loud. I mean that's wby I've 
changed . khat? I mean in ' 35 Vanny Bell and I , 
a couple of innocents, thought we might have a 
balli.Ilced budfet. Since then - we 1 re like the 
kittens - we ve got our eyes open. Right, Danny? 

On the balanced budget, yes , our eyes are open. 

Well, »e can't expect to see evel"ything. 

dow al"e you on this cont ingent fund as against the .,. 

Oh, I don't know; I'm ti little bit confused. I thi~ 
l would like to see it go on as i t is going ot the 
present time. I •m • • • • 

Well , if - ti S I say, 296 is the focal point. Any­
body else got any questi ons? nl"e you perfect ly 
sat isfied, Johnny? 

Yes. 

What? 

Yes. 

And then at 9: L5 t omol"l"ow. hod please, evel"ybody, 
when you come in don ' t tell me that the T~easUl"y 
is in oisagr eement with ~ocial &ecul"ity on the 
r a te schedule, and so forth and so on. Now, llr. 
Altmeyer - I•m speoking fol" him and myself- during 
the night rub off the edges, so when we see it 
tomorrow morning they're in agreement . night? 
We don 't want to start a t 9:15 trying to ad just 
the r ates . J.nd you a ctuaries Just have to get 
t ogether, tha t ' s all . 

I think they &l"e now. 
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~ think we're in coaplete egreeaent right now, 
tnis ID1nutto. 

Wonderful. Put it in writing, will you please? 
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For pu;ua .. ot 1DN' t., .-!1 o~u-~ 'M aoqa1n4 'llf' 
t~ Secret&l7 (1) OD orlc:l•l U.. at JU'• ctr (2) "" ,_..-.. ot .a­•tl""'"' ollli&&U.. at tile ~ prloe. 'I'M 1atere.t. ;r1al4 oa o'IIU­
ptl.ooa in wldoh t.b8 Seanf.u7 ~ iJI'Nat aball 'M IMif. laaa t11u tile 
annc• rate ot iDt..reat JN'fi4*l fctr in MOUoa 904(11) ot t.b8 8oc1al 
Secur1tT .lot. 

TIM Board ot ~~ aball M 01 q I oo4 ~ tM Seanf.u7 ot tile 
Tl'eUID7, ~ ot t.M 8oc1al SocNrit)' Board, ud t.b8 11MNf.u7 ot 
Ul>Gr, wboM 4utioa aball llo to r.;ort • ·l'IJ' to ~· u to t.b8 
o;oratiou ud ot.etu ot t.b8 8oc1al x- Inn J'IUI4 duriDc tile ....­
cedJ.Dc fiaeal JMZ ud cblz1Jac t.b8 .-\ tiw t1ecal TMrO witll Nprol toa 

(a) ,_ ~ wllatenor -· be"""'•~· 
ud iDter..tJ 

( II) cliAar~ of .-, ebaraot.r ...-t to ...,wtoa 
'GIIIdar' Titla II of tile llooial Secur1 tT Aet J ud 

(o) till UMW ot tile !nat l"'and, iDol'lllliBI oaah ud -­
itiaa ud t.lleir ;rial4. 

!be IIOU'd aball &lao, ~ tiM to U.., bcl11111 a;ooial ~ 
.. ti.at.ea ba'f'iDc a bMriDI oa tile ..-ral fiaeal oo.U.tion ot till hal. 

!be Board ot Truteoa Mall .U. a a;oo1al r.;ort to Collp'Na, w'MD­
flV it aball appear to tbe Board ot ~~ t.Mt at tUq 't1.l 4llriDc tM 
ClftiDI fiw TMZI tMN will llo a ... ,._ 1D tM 8oc1al Iw - 'b'ui 
hal croat.r t11u t.liNo u..a tile ldc»at ~ •r: "tv. utici;oW 
4'ar1!11 noh ;ciod • 

• 
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VIC4J, MP !!!lft'U QQ!A!U'DI W PWI 

!o inorea .. 1a tax ~ 191!2. 

lleaetlb •d.er A.O 111 {J•DA17 21, 1939) 1n aooor4uoe wltlo Soolal 
Secro.rltT lloar4' • .. u ... up eetaah•, 1no1!14lac 41ea\1litT 
\eutlh. 

Qe1•4v DK 

19ilo ~1 ' 1~ 
total 

tax l'IOI1p tl 

~otU p&J~~Cie 
J4a1n1etrat1YI ~te 

Iaterea t aoorae4 

at •4 of,...... 

• 610 

175 
51 

JS~ ., 
1133 

1,S63 

...... , ... to" 
\.,.aeil oa Soolal S.evUT lloar4' • flcVII.) 

• 612 • 613 .1,S35 

lioo 555 1,130 
51 51 153 

161 1 5~ 

5S 63 110 

219 10 722 

2,0C2 2,152 
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llaHb 21, 1939· 

J.:dttille tu: tchedv.l.e ~roucb 191!2 wUh aoreue in r&tet troa 1 \co 
1t percent tlldJic ettect JeDarT 1, 19~. 

ll0118tltl Ull4er JIJ 1~ (Jall&l'7 21, 1939) in &eeord&nce with ~· 
lloarcl'• •41-hicb 11ts..&tee, I.Aol114111& cl1tal>1Utr beaet1h. 

(llonq tlcve• !.A 111U1oae) 

tax reoeiph 

ll-tit piOJMllh 
AdD1n1etr&t1.e expen••• 

I 

• 
19'10 

915 

175 
!jl 

~ 

!ll 
'A2 

2,172 

• 9l.S 

ltoo 
~1 

1!67 

Ii: 

"' 
2,711 

• 920 

555 
!jl 

31~ 

s6 

1100 

3,lll 

.2. 75J 

1,130 
1!ll 

1.~70 

&!! 
1,610 

so 
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'!!able 1. 
PLAif ••• 

51 

Merch 22, 1939. 

1. Tex ochodulo of preaen t 1• ( 1 percent on 111q11o;r .. and 1 percent on .. p1o:yor 
throUCh 1939, 1noreu11l4!; to 1t percent 1n 19110, 2 percent in 1943, 2! 
percent in 1946, Pd 3 percent in 191!9). 

2. :Benet1to i n accordance with Soe1el Security !oard1a a..ti.,...h11!1> eot1111te1 
(1nc1wlln s dhab111t;y b01118fih) of Merch 1. 1939· 

(Mone;y fisnreo 1n a1111ono) 

CelPdar 'C,e&r 

: 191lo : 1941 : 1942 
I 

: 1945 
I 

: 1950 

Grosa T8X rocoipto $ 915 $ 918 • 92.0 $1 ,257 $2,011 

~; Benefit p~¥Mnh 175 lloO 555 914 1,697 
J4m1n1ttratt ... p~enh !i1 !i1 !i1 6l 101 

!fat caoh rece1pta of Oonrnaant 6e9 467 314 280 213 

~: Intereot accrued ~ I2 «6 1l2 12!j 

rotol a441Uon to tw.4 742 539 lloO 412 412 

i'wl4 at end of ;year• 2 , 172 2 ,711 3,lll 4 ,657 6,943 

•Jimd a t aDd of :year 1939 11 eatieated to bl $1 ,430 a1ll1ona. 

( llaaod on Soo1el Sacurit:r Board' • f1snreo). 

SO'I'i: '1!111 abo ... t.ut roco1ph eoU111te1 are l>aood on celculattono of tbl 
Co111Htoo on Jconoa1c S.curi t;y in 1935· Pro11a1nar;y Treaour:r 
celculationo 1D41cate that ouch fi&UJ' .. are too h1F. !lniood 
f1preo are ba11l4!; prepore4. • 

1955 

$2,126 

2 ,32.0 
1o6 

-300 

222 

- 78 

7.465 
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llarcb 22, 1939· 

1. llo increue in tax thr~ 1942; U..reatter tax eoheclule of p-•••t law. 

2. :Benof1tl in accor.anc• with Social S.curit)- Joar41e .. 41-.hich eeU•t11 
(inc1u4111C 41eal>1liti1 beDoOf1te) of March 7, 1939· 

(Monq fi~•• in a1Uicne) 

Q!liDAlar :nar 

: 19110 : 1941 
: : 1~ : 1945 

I 
1950 ·: 1955 

Groaa !ax receipt• • 610 • 612 • 613 $1,0:!57 $2,0U 

!!!_!: :S.etit ~-tl 115 1100 555 914 1,697 
AAainietratift p.,.ente ~1 ~1 ~1 6l 101 

Nat ce.eh roceiph of Oonruut 31111 161 1 280 213 

.AM: lnter .. t accraoo4 ~ 5! 6l 101 164 

!otal 6441 U on to fWI4 433 219 10 381 377 

ilu>4 at ID4 of ~ 1,863 2,082 2,152 3,608 5.7211 

(:Baea4 on Social S.curity Joard11 fiprOI). 

h'O'l'l: '!he abaft tax receiph eeU-.tee are bue4 an oalaulaUone of U.. 
CouUtee on lobDOIIia S.OVi\7 in 1935· Prel1111nar7 '!re&I1IZ7 
aalculaUOile i...Ucate that wch fi&Qrll are too hich· lln1M4 
fi&ar•• are beiJIC prepare!. 

$2,126 

2,320 
106 

- JOO 
181 

- U9 

6,057 

-
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R£ SOCIAL SEClJRifi RECO;.[liEIIDATIONS llarch :C), 1939. 
9:15 a .m. 

Present: 

H. !.! . Jr : 

Boas: 

11.11. Jr: 

llr . aanes ' 
!llr . BelL 
lllr . Haas, 
/Jr . Gaston, 
llr • .!clleynolds" 
Mr . Duffield ' 
Nr . Blough, 
.. r . Viner 
Ur . orown 
~r . VimOCK (Labor) 
..1r . hl tmeyer 

"Titles II and VIII of the Social l>ecuri ty .net of 1 19)5 charged the 1'reasury with r esponsibility for 
collect ing the taxes for old age insurance, for 
maint~ining the old age reserve account , and for 
making the benefit disbursements certified to it 
by the Social Security Board . I would like to dis­
cuss with you today some a spects of the old age 
reserve account and the tax rates. 

-

•Four years ago when the .t.ct was under considera­
tion, I strongly urged adoption of a self-supporting 
contributory old age insurance system in wbich the 
future tax burdens on the beneficiaries of the system 
would be lightened b) interest ear ned on a reserve 
fund accumulated by a n excess of taxes over benefits 
uuring tbe e£rly years of the system. I st.ill believe 
that a contributory old age insurance system is the 
soundest system financi ally.• 

Well - "I still bel ieve th&t a contributory old ega 
insurance system is the soundest system financially" ? 
lio I? 

Tba t sente.nce needs a 11 ttle •• • • 

What? 

. . 
,. 

' ' . ~ .......:- • ..,• • .. o. I 
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uurtield: 

Viner: 

fi .M.Jr: 

Duffield: 

"lough: 

Duffield: 

li . II .Jr: 

Viner: 

Gaston: 

ll. loi .Jr: 

Drown: 

h . loi.Jr: 

Duffield: 

H.l!.Jr ' 

.dell: 

B. lt . Jr : 
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I wonder, sir, if the word •still" is necessary. 

~he thought «as that we're changing on t he reserve; 
however , let's make cleor tha t we 're not changing 
on the contributory idea, not going to a free pen­
sion idea, for instance. 

v.cy not say then, "I believed then as I believe 
now .•• • "? 

Jo.ll right. 

nho 1 s correcting? 

You baven•t a copy. 

No. 

Nill this still - if it's only - I thought what 
you call a contingent - if you only have it for 
three years • • • 

It•s still contributory. 

!t•s still in the main contributory. 

nould. you say, "I believed then, as I believe no"N • •. "? 
Now, you see, you've ea rned your carfare, Brown, see? 
Washi ngton c an•t get along without you • .,ew York 
ceil. 

t>tlll to be pi"oven. 

Any other suggestions? 

I went to point out here the reason the dotted 
line is in there - there ' s an alternative version 
fOI" e ways here, but this is the one agreed on 
last night. 

Have you seen t his, Dan? 

No . 

All right so far, everybody? 

"Four years ago our expectation was that the Act 
as then under discussion would provide old age 
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"uffield: 

H. lf .Jr- 1 

Gaston: 

H. ll.Jr' 

vuffield: 

H.ll.Jr: 

/Juffield: 

B.U.Jr: 

Duffield: 

Gt~ston: 

-)-

security for a fairly distinct group in the 
community . We realized, of course, that there 
was considerable shifting of workers between 
employments proposed to be covered by the Act 
and those not proposed to be covered . " 

62 

I don 't think that ' s quiteclear . "· · · there was 
considerable shifting of workers between employ­
ments proposed to be coverea by the hCt and those 

" Don't you mean • • • 

Industries. 

Xes, but I don't 
o question mark. 
tnat. 

think that sentence is clear. Put 
I•ve got one. Somebody can clear 

It's an effort to be precise . Briefly, it's saying 
th~t there was expected to be a considerable shifting 
between the covered employm~nts and the a.ployments 
thGt were outside the coverage. 

I aon 't think - I know what you mean, but I don't 
think it 1 s simple enough, that sentence . 

O.!L? 

Xes . 

•However, it was generally considered that the 
snifting group was small compared with the great 
msss of workers who remained throughout their 
working lifetimes in either the covered or the 
uncovered groups of industry.• 

Now, I may want to come back to that . I don 1 t know 
why that's necessary for me to say; it seems so 
obvious . 

1his is the burden of the argument . 

Oh, this is why we 1 re doing it? 

This is why we're doing it . 

'lhat•s one of two reasons. 
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H. t.I .Jr: 

lien: 

H. >i . Jr : 

lolcR : 

" as t on: 

.. l tmeyer: 

"as t on: 

"ltmeyer: 

Haas: 

loas t on: 

Viner: 
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•Because the group of ea ployments chosen for 
initial coverage had been selected primarily 
upon the basis of odministr ative feasibility, 
it did not seem fair that persons in other and 
probably more needy portions of our population should 
be t nxed in order to provide old age benet'i ts 
as-of-right for the covered group. I t herefore 
urged to your Committee in 19)5 that the old age 
insurance system be made self supporting . By so 
doing I believeo that we would avoid the anomaly 
of tne poorer groups in our country contributing 
to the support of more prosperous groups . • 

' Well , tnat •s all right, what? 

good state~:~ent right tnere ... bat we were ! t ' s a 
trying 
tak.lng 
better 

to do was just cnllke sure that you weren't 
funds from general t axes to su~port somebody 
of f than the people paying the general taxes . 

lhnt takes part of - one part of Gaston's tneory. 
l can unuerstand that if we are to increase it, 
we shoul d increase the taxes, say , in the income 
tax group and take it f r om tnere and pay r ather 
then any place else . 

~ake it from genernl t axes . 

~es, that ' s along that same line. 

I don ' t think I 1o point it up like that - poorer 
groups taking care of more prosperous. I think 
that just sets up a class idea there. 

I'm inclineo to agree with you, ~. Alt~eyer. I 
oon•t think you need t o s ay that . 

Because the reason f or social insurance is tha t 
the people covered are not r eally prosperous enouch 
to •••• 

You can l eave out the distincti on as between 
well-being a nd •••• 

lb&t can e asily be fixed . 

~ou suy that uncovered persons shouldn't be taxed. 

i 
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Gaston: 
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brown: 

H.li . Jr : 

G11ston: 
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Oeneral population shouldn't be t axeq to pay only 
for a group. 

Just the word "all" •••• 

I Just picked it up: that you didn't pass that. 

"Poor and pr osper ous .• 

llha t oio you decide? Did Altmeyer kick this b eauti­
f'ul theory 1n the pants? 

Just cnang1ng a .,ord . 

Just didn't want you preacning socialistic doctrine, 
tll8t 1 s all - class conf'li ct.s . 

~he stete~ent tna t i s on this sheet now is: "it did 
not seem f ai r that uncovered persons should be taxed 
in or de r to provide old age benefits as-of-right 
for the covered group.• 

\Jh •••• 

That gets off •••• 

Oh no . 

No headline !n that . 
.. 

Not fair that the general popula tion shoulo be t axed 
for a r alatively small group, or something like tbat. 

You don' t like t he KOrd "•asses"? 

You mus'tn ' t say "gener al population," because t his 
isn't part of tne general taxes on the public, it ' s 
a special group tnat• s being t axed; it1 s the payr oll 
group. 

Particular r eferences to the whole population • .•• 

1/e didn1 t want aey other taxes because we dido' t 
want the whole popula tion to pay. 

lligot siiDply aa,y "all citizens. • 

•e can take care of the whole phraseology . 
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Uuff teld: 

Blough: 

Uuffiel d : 

H.II . J r: 

Gas t on: 

II • .I. J rl 

Bell: 

><1 tmeye r: 

ll . r.I . Jr: 

Viner: 

H.M.Jr: 

Al tmeyer: 

naoes : 

JJuffleld: 

Hanes : 

H.:A .Jr : 

llcR: 

Viner: 
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I think the point is a peri'ectly aoWld one you' re 
trying to get at, llr. Altmeyer. 

We can state the point correctly , 

~ou want a sent ence that will get the headlines. 

On boyl 

No. 

l<o . 

I mean the Pr esi dent agai n and again inferr ed it was 
t ne lower one-thi r d . 

11ot the ones in tne insured gr oup - ol d age. 

Jus t the reverse of wha t you're saying here. 

Jake Viner says some of the poorest ~ren1 t in the 
lower third. 

Aren•t i n the covered group at all; they 're uncovered. 

I don ' t like the Nora "covered" and "uncovered." 
I t i sn 1 t a t erm.inology 

"Insuredr - we can U3e tha t • 

.. ey not put 8 period af ter your wor d •supporting•? 
Just stop t here . 

uesving off tne l as t sentence. 

Tha t's 8 strong sentence if you close it there. 

Wr. uimock, now live up to your reputation from 
the University of ..:hicngo and say what you have in 
your mind . Thi s i s a f' ree d1 scussion. uon 1 t let 
Jake Viner c a rry the ball entirely. 

lie never influences me. 

Dicoci! was in w1 th us l as t night. 

It's never necessary . 

-
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K. :.t . Jr' 

Brown: 

Gaston: 

.kl~llyer: 

H.li.Jrl 

~<ltmeyer: 

Bell: 

R.:.t.Jr : 

R.U. Jr t 

Bell : 

El .M. Jrz 

Hanes : 

MeR: 
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He was in a t the discussion • 

! Just wantea to let him know that be shouldn't 
be ••• 

Ur. Secretary, is the decision to cut t hat last 
sentence? ~he sense or the lest sentence is up 
in the body, and itt s true that it ' s a stronger 
close . 

~es, it's repetitive. 

hnd Just change the word •covered• to •insured." 

You sey here • ••• should be taxea in order to 
provide old age benefits as-of-right for the 
covered group.• You say it right there. I tbink 
do what Mr. danes sai d, leave the lkst sentence 
out . 

Can't you- I don't like the word •covered group.• 

"Insured group." 

"Insured" and "uninsured ." 

"Insured" and "uninsured." •By so doing •. • •- we 
leave that off . If I leave the last sentence off, 
John, will you please change your mind? {Bands 
Hanes clipping about rumor or resignation) 

"h:l , you son of a gun. 

I•ll leave tbe last sentence orr if you' ll change 
your e~ind . 

!f be doesn't change ais mind, I 1m not going to 
speak t o him . 

Johnny resigning again? 

He can •t now. I •ve changed the sentence . 

Don' t have a chance to make up one's own mind . 

lletting in tbe boss ' s class; t bey nave b1Ja reaicnina 
twice a year. 
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Unston: 

ti . 4.Jr• 

11. 'J . Jrl 

Viner: 

H. ll.Jr l 

Dutrletd1 

H. II . Jr : 

H. II.Jr t 
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well, we're all right except I still don't like tbat 
sentence up near the t op - I don't thi.nk i t'• Quite 
clear -: •ttowever, it was gener al!y considered tbat 
tne shifti ng group was small compared wl tb tbe great 
moss ••• n That part there - I don't think that 
that ' s - can't that be improved? 

1b8t con be said in s impler l anguage. 

Pr ofessor Brown, you oan improve that, c an•t you? 

I can cooperate 1n such improvement if you wisb. 

di.gh t o. O.K. 

llicely said . 

He comes down nice end fresh; tbese boys worked all 
night . 

•Our experi ence under the Ac t bas shown our initial 
expec t ation to be in part correct . " 

"Incor rect ." 

" ••• incorrect . loligration of worker s between covered 
and uncovered • •• • - tba t would be "insured" and 
"uninsured" - " •• • employments has been far greater 
than was allowed for by the Committee on Economic 
Security. In~ last annual report, I directed 
at tention to one of tbe consequences of tbis migra­
tion, sta t ing that a substantial increase in tax 
rates woulo be necessary t o maint ain the Act on an 
actuarial r eserve basis as provided by law. • 

''ell now, somebo<ly wbo follows tnis very minutely 
would Aaow wbat that means, but 999 people out of a 
thousand wouldn't know wnat that meant. 

Could put more det&11 in it. •·e he.d it and cut 
out . 

I mean they Just don ' t know. I be t there isn't one 
mnn on the Committee knows tbnt Denny Bell said we 
were short a couple ot hundred million dollars , or 
knows about t he law t hat we nave to r eport, and the 
rest or it . I mean if I was going to leave i t 1n, 
I ' d Quote trom tbe annua l repor t , e. nd so tortb, or 
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.. urrte l d: 

..!cA: 
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:.!crt : 

Viner : 
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I 1 d leave it out. I think either it ought to be 
more or nothing. 

It will have to be more. 

68 

••hat do you think, gentlemen? 
lt, will know ~at the hell it 
know what 1t is myself. Vlhat? 

l mean nobody, r eading 
is. I •m not sure I 

"ell, it sort of follows what you s aid before. 

"'ut the:y don't know what I sei9 in my annual r eport. 

ole CUI spell out whb t he suid 1n ttie annual report • 

I think it's important, beceuse after all people 
are going to ~o back t o that and check it with what 
you're saying here. Just as well ••• • 

make it easy for them . 

... make it e asy for them • 

Put it in the record. 

11 ! should liKe also, ho·nver, to draw your attention 
t o another and more cheerful corollary of this 
migration. bs a consu~uence of the migration, a 
much larger proportion of the total populati on of 
the Onitea States is qu&lifYing under tne contribu-
t ory system to receive old ~ge benefits than had earlier 
been expected. I estimatea in my annual r eport that 
without extension of tho coverage under present law, 
8~ per cent of the populati on of the United States 
ultimately will have 4ualified during their working 
lifetimes for at least the minimum annuity under 
Title II of the Act. 

"This experience throws new light on our original 
belief that tile l>ct ought t o be self-supporting. •le 
now see that the benefits of the J•ct will be so 
•d dely diffused th& t supplemental funds from general 
tax revenues may be substituted without substantial 
inequity for the expected interest earning upon the 
large reserve contemplated by the present law. l'bere­
fore, tne argument for a large reserve loses much or 
the validity whlcb four years ago it seemed to 
possess . • 
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Oee wbizl ~uegins to read over last paragraph) 

olell now, here you say th~< t so many people have 
Joined tna t the suppletDentel funds from g eneral 
taxes may be substituted for the interest on the 
reserve f'und; but here earlier you said that we 
shouldn't tax tue poor in order to help the insured. 
~ow, ere those two things compatible? 

Now you ' ll find the bulk of the population is under 
the scheme, whereas when the scheme was initiated 
you thought the scheme ~ould cover a relatively 
s<U~ll 1:11nori ty . 

Your first state8ent is of wnat the original con­
ception was . 

Your ortginal attitude was that you shouldn't take 
from general taxes because a limited class was to 
benefit. Now you find it isn't so 11m1teo, it's 
more of the whole population; so no• there ' s a 
justification for taxing everybody for supplemental 
assis tance. 

At least tnere isn't the satDe ine~uity in contributing 
rrom general taxes as wos first conceived to be. 

Then I s ay a t the bottom of page three .- where we 
say, "'lie now see," we should SGY in order to 
eophLsize it, "four years later we see that the 
benefits of the hCt •••• " 

"~od loea; tnat brings tnat point out. 

F.,ur years later . ..11 right? 

Yes . 

Altmeyer? 

~es. 

Jake? 

~es, I'd bring out more cleurly tbAt it isn't because 
we over looked something f our yeers ego, but the 
scheme itself produced information •••• 

-
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•Four yehrs later we see " 
"Fo ur years of experience under the net have 
shown . • •. 11 

'£ha t all right , gentlemen? 

Yes . 

70 

~o ell no·• , Herbert, yl)u wno ha ve been arguing a ga inst 
or awing on the genera l t a x funds - do you go along 
.r1 tn t nis? 

v n, I aon't go Elong ~ith Eny o r tne scheae. ~ think 
this is a s gooa an argument a s you c a n cake in 
support or t a e change. 

Oh . Oh, you're a d ie-na r d , bub? 

I think there is l'lei ght t o thts, but there isn • t 
enough w~ight t o cha nge me. 

J. ough guy. 

<>Ly , I om g oi.ng to t ak e nim on und buy him a feed . 

•· f e e or feed? 

bo th . 

"''re i noucement. 

wooe on over a nd work for us . 

•Dis is the kind of fellow 
me . That ' s t he adva nta ge . 
we •ve got a r ound here. 

that 1 want to work for 
•ba t' s the kind or guys 

•ne lest of the renctionories . 

All right. 

•we now see tha t the benefits of the ~ct will be so 
widely diffused that supplement a l funds f r om general 
tax r evenues may be substituted without substantial 
inequity for the e xpected interest. earning upon the 
large reserve eontempla ted by the present law. 'lhere­
f ore, the arguoent for a large reserve loses cuch of 
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tb e valid! ty which four years Lgo it see~:~ed to 
possess . " 

That ' s all r i ght. 

"I do not ' bel ieve , however , tha t ther e is need 
a t the pr es ent time or tha t there will be need 
in the nea r future for supplementing payr oll 
taxes from general revenue . For all classes 
of beneficiaries payroll taxes now a r e and f or 
some time will be less then tne actuarial value 
of tne benefits which tae t axes purchase.• 

I just t ake it tnat •s so • 

•ae hCtuaries t ell us so. 

11 

I mean both boci&l Secur ity and 1reasury a ctuari es 
are t ogether? 

1hey were there last night, made no question nbout 
it . 

Yes . 

"Another reason for 4uesti oning the r eserve system 
set up in 19J5 is that our stuai es in the past three 
or four years have led us to t ile conclusion that 
the progress of business ana of our natio~al economy 
in gener al is core important in providing a source 
of ola age benefit payments than is the accumulati on 
of e large interest beari ng reserve . • 

"Knother reason for 4ues tioning the reserve systeo 
se t up in 19J5 is t hat our studies in the pest tnree 
or four years nave led us to the conclusion that the 
progress of business and of our national economy in 
gener a l is more important in pr oviding a source of 
old age benefit payments tha n is the accumulati on 
of a l~rge interes t benri ng reserve . • 

Vlell , does tha t mean tha t f our years ago we didn ' t 
feel t nat way? 

1ha t 1s whet i~ s ays . 

No , t he next - this is e middle-of- the-road 
proposition - the next paragraph should be reed 

-
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'Oith that . 

Next sentence . 

vr the next sentence . 

Well, if you want to be strictly honest you•o soy 
"in the past three or four years nave led us to the 
conglusion that the l ack of progress of business and 
of our national econoey in geoer~<l. . 11 - now, I .mow 
you can't s ay that, but it i s due to the lack of 
progress. 

~t• s a long-run argumaot &s well . 

.. od the p&ragl'aph tha t !u.s •••• 

"e hao lots of convers&tion about that last night. 
~twas generally ugreeo *e put it in. 

I believe it, but I just wondered .... 
I think it's necessary. 

You 're not so inconsistent when you read the next 
thing, compared with wha t you said in 135 . 

•The reason that a gradual step-up in the tax ra te was 
adopted in 1935 was to permit indus try to accustom 
itself to the new t axes and so avoid any undue re­
strictive effects . ..e could not, of course, foresee 
business conditions in specific future years a t the 
time that the schedule of rates now in the Act was 
aoopted . ln perioas of business recovery like the 
present, the financing of the old age insurance 
system should have the leas t possible deterring 
ef 1'ec t on business . • 

~ear, hear ! Bub, Jo~? 

I ' d say "incomplete business recovery .. " - "in periods 
of incomplete business recovery or of deprGssion • • • • 

"In periods of ••• " - whut do you say? 

n incomplete business recovery.• 
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l don't like the word "incomplete . • Could you put 
it "lack of full r ecovery"? 

J•ll right - "absence of full recovery," 

" , . ~obsence of full recovery." I like tba t . Hub? 

Otherwise the point is Just the reverse. 

olell , that's what I was efraia of. "In the absence 
o r a full business recovery, , ·" 

vepends on wnether you regard recovery &s a 
~tatic or dynamic thing. 

You're thinking of two different concepts of 
recovery. One is of busines s health and the other 
of convalescence. •ne sense it ' s used in here is 
business convalescence . 

Still more in periods or sickness . 

•·e ndmi t only the convf.lascence. 

I think the whole medical analogy is very 
unfortuna te . 

How would you put it? 

I woulo tblA in t erms of national income . 

hll)- don't you tnink we should use the word 
"recovery11? 

You say •recovery" - from wbbt? If you say tro111 
19~9 , why, then you' re in an embarrassing position 
unless you tLlk in terms of na t i onal income. 

j',OU 
"811, how woula you put it? liow would/ state it? 

"I n periods of 

uive him a chance. 

l'age five. 

II 

'1op of page five . It says "In periods of business 
recovery l ike the present ••• • 
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"In periods of improving business .••• " ? 

I don ' t know; I think it ' s all right as it is. 

"ell, a o you want to s ay this : " In perioo.s of 
e oonomi c read jus tmen t ... " 

•ha t could be downward . 

ll uh? 

74 

"hen you say •tne present stage of business recovery,• 
it gives en idea t ha t you're just about in the other 
s t 11ges following • . 

nould !.t help to sby "in L st11ge of business recovery 
such a s the presen t" '! uoul<l you say the i dee of e. 
s t nge gives the laen of aynamic movement? 

'lh1:1 use of the t erm " incomplete" or "the absence of t 
full r ecovery •.• " 

"In 11 uepression period , when full r ecovery has 
not beEn a tta ined ••• " 

" ... appear a nce of economic improveooent .. . " 
"Improvement" is a dynallliC teroo . 

ue l l , "in the absence o f .... 11 

Kuy I m& Ae a suggesti on? •nls may not be the exact 
phraseology . I ' d s&y 1 "In ;>erioo.s of wor lc economic 
upset, ss at to.e present time, the financing of the 
ala age insur~nce system should have the least 
possible deterring e ffect on business at home, with­
in the United States . • 1 mean I want t o get in tnat 
thought . I want t o g e t in thot thought, you see? 

"orld uncertainty? 

Tbe upset is tbe worldwide upset, and we wsnt to 
uo tbe least •••. - bec~use this hnppens to be my 
philosophy of the moment; tha t ' s why I'm doing 
this . uorldwide upset; we went to do the least to 
aeter economic r ecovery •within the United States. 
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Now, if you can put tha t into good lallguage, 
I want to very definit ely get that. IJon't you 
t hink so, J olmn;y? 

Tha t 1 s all r igbt . 

II bat? 

Yes . 

15 

l mean that ' s what I 1 m trying to say, and to intro­
d uce that thought: it's the world upset. hnd I 
don't want t o do - I want to be positive in my action 
to help recovery at home. Can you get that in some­
wnere, Jake? See? 

bure . 

Present state of wor ld uncertainty. 

~ometbing like that. ~ want t o get i n the world 
picture, b ecause - I mean if nltmeyer , for instance 
which he hasn't- pushed IDe very bard, I 1 d say, "Now 
with things the way they are in the ~torld now .. . 11 

-

and when the President pushes me very hard and says 
1 1m an opportunist, I say, 11~es, sir, I a m, because 
a ll I want t o do i s to get through two years . •hen 
we get through the next two years with world condi­
tions as tney are, I ' m willing to do anything . • I've 
kept say1.ng this over and over. ·~t•s honorable t o 
get tile United States through the next two years. • 
Lhis 1s one of the things - 1 want to introduce t he 
world picture. ~his is t ne place to do 1t, isn't 
1t, nerbert? 

Yes. 

I want to say it. But the r e ' s the place to 
duce it . lllhat? 

~es, yes, yes . 

I meGn that explains why - one of the principal 
reasons why I •m changing is on account of world 
condi t1ons . 

•le can affor d to use a few •ore words there, because 

-
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that's an important point. 

:leU, it's what is motivating me. 

:ies, yes . 

~t • s the principal th ing tbnt's motivating me. L 
want t o get by the next two or tllree years . 

~f tbere is any Justification for tbis chsnge, it's 
there. 

And this is tbe place to put it. vbeck, Jobn? 

Yes. 

76 

"It, therefore, seems to me thut one of tbe most 
pertinent Questions is whether it is desirable t o 
permit a substantial increase in the tax rate to 
occur d uring tne present stage of business recovery. 
Vver against these factors affecting business, 
committee must t oke into account tbe possible Ar~A •• ~.~ 
on the public understanding of contributory old age 
insurance if tbe tax r ates are not increased at tbis 
time, e specially if increased benefits a re approved." 

~hat rs all right. 

I wonder whether tbey don• t really mean "if the t ax 
r ates are no t increased a t this time, but increased 
b~nefits are approved . • 

No, we don't want- we ' ve tried here all the ttoe 
to keep from committing the Secretary to anything 
which s ee!Ds to s ay, • Don• t raise tbe tax rates 
unless you incretose tbe benefits," or Eny thing 
else, because be has four plans nere not predicated 
on benefits; tbat is, leave the taxes or do tbese 
other tbree things. "e thought 1t was very important 
not to conclude tha t paragraph unless we had this 
last sentence in there which said • • •• 

Tbis keeps me in tune with the President . 

1hat•s right. That's the point of thnt sentence. 

'>bat was t he purpose of it . 
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! don't t hi nk you go t my point there. 

.bu t l don't t hink we want t o tie i t up wlth benefits . 
l t hink we want t o leave him s aying t o t he ~ommit tee, 

"Regar dless of 'Nhat you want t o do wi th benef i t s , 
you want t o consider what may be the effect on the 
publ ic mind i n its unders t andi ng of contributory 
social insurance if you don ' t r a i s e taxes -regard­
less of wha t you do with benefits . " 

Yes, but I t hinK itl s a l itt.l e meaningless her e 
t o have t he Secreta ry s aying t h& t he ' s worried about 
the possible effec t s on the publ ic under stanoing of 
contributor y old age i nsurance if the tax r a tes are 
not i ncreased a t this time . Now, wby i s he worried? 
nna t 1 s toe f a i l ufo e to s t ep up the t Lx r a tes a t t his 
time got t o do wi th public unoers t andtng? ~he 
poi nt is tha t the thing - the point '"e ' ve been 
d i scussing all t his time i s t ha t lf you incr ease 
benef its and don't incr eas e t ax r a t es , then t hey ' ll 
say, 11'/lel l , you can g e t t he incr eased benefits out 
of thin &ir •11 Hasn ' t that been the t hing 7/e 1ve 
been t tolli:i ng &bout'l 

"e l l , I t lli n.< we misunder s t ood your posit i on on t hot 
t hen, because we t hought •• • • 

I me&n both ••• 

I thOU&Ilt you llBd t ile f eeling and tha t Dr . Brown 
had tile feeling t hat to f oll to go U;> in t he tnx 
r a tes would gi ve t he wrong impr essi on to the ;>ublic . 

1 mean both; ~ meHn parti cularly if you increase 
benefits . 

Tna t •s wnat we say . 

Uon•t you t hink tha t this says t ha t ? 

"'aybe I• m wrong • 

lhnt ' s what it was put in ther e for . 

•hi s r eads a t t ne eno here l ike a New York 11.mes 
editor ial. "I• m a fra i d of i t , but on the other 
band ••• " 
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lo all Street Journal. 

~>nll ~treet Journal . Poor vane worked all night. 

~hut hurts . 

~t hurts, you say? 

Tha t Nen Yor k ~ imes thing. 

iou don't lue ttwt? 

o . 

olell , unless tnere is something under the surfece 
nere, what I 1 c going t o do is - if r•m not taking 
t oo much of ~r . hltmeyer ' s time , I thought Ne'd 
g ive them & chance t o mako these suggestions ; if 
you 1·:ould come back again this afternoon and take 
11 looK a t t he fina l o r aft - Clln you ao that? Is 
the t a sk:ing t oo muca of you·/ 

No . 

~r . JJimocK too, could you? 

l:.es , sir. 

• 

lho t would be fine, b~ceuse I think it ' s important. 
;,fter all, as I underst" na it, Altmeyer is taking t he 
position that what I'm saying you'r~ going to sey ; 
thls is the J.dJ:alnistra tlon and you' r" going a long 
with it . So I'd like to make it ~ s near as possible -
wha t? 

(l;ods yes) 

11 0/ith these factors in minu, I recommend the follow­
ice changes in the Act: 

11 1. We should not ac<:umula tEo a reserve fund any 
larger t han is necessary •••• 11 

!low let ' s just see, who t am L saying here? uet 1 s 
see if I ' ve got it . I•m soying t hat four years 
ago I thought we ought t o nuve 11 large r eser ve and 
the interest on tna t should contribute towards 
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paying for the old age insurance, but during the 
past four years I've changed. •by? 

Because of the larger migration shift back and 
forth, so that the reserve doesn't play the part 
it was thought it would. Second, the effect on 
business of trying to accumulate that reserve 
dur ing this period . 

And tn! r d, the worldwide situation is so upset 
tha t I don't want to do anY.thing to be a depressant 
on domestic affairs . 

•hat ' s par t of the second point. 

I 1d make it a third point. 

Lt 1 s pretty hard t o do t net. Isn't tha t very 
difficult? 

Say in the uncertainties that you don ' t want t o 

Oh, dis tinguish them . 

Ur that two is particularly urgent in light of 
the disturbed condition • ••• 

Duild out from the two to your three . 

That's all r ight. 

Now, you don't want t o use the l anguage «bleb the 
Presiaent used somewbere, that 1f they do t his 
thing - that we want t o ease into this tax increase? 
I mean t hat's the word oe used, rather than - Just 
keep that in mind, you see? 

Tbst •s all r ight. Any s tep-up should be made as 
gradual • • • 

lie used the wor d "easement policy• - ease into it. 
! . mean that's what be said, nltmeyer, didn't be, 
yesterday? 

Yes - easecent. 

I mean you might, if you coula , introduce that; that 
would be his language and his present philosopb7. 
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Kr . Altmeyer ' s suggestion there a moment ago on 
thht last sentence - is tbht put in there as a 
warning note? It seems to carry a warning note 
to the Congress : "While you•re doing this thing, 
bea r in mind tha t you might be destroying the 
contributory insurance system.• !s that a warning 
note? be11m11 to me there' 11 some substance 1n wba t 
wr . Altmeyer said. 

{/i thout some such qualificati on t s that, you le11ve 
the ~ecretary virtually in the position of saying, 
11 l.Jon1 t ao anything which would deter business . " 
r.nd they 111 just say, 11\'•ell, that means don't 
r aise t axes or even l ower t axes .• And so you wont 
to s ay , "Now, while you're considering t hese effects 
on business in ad justing your t ax r ates, you must 
also consider the effect on the understanding of the 
public o f the contributory system when changing the 
tax r c tes . " 

l thin.: thu t sentence wi ll nave to be framed so 
it l s more clehr what sort of effec t on the public 
unoers t bna.lng . 

But that is definitely the answer t o Mr . Henes. 
'!here is o point - this statement tnroughout tries 
t o sey, •vn this hand there i s this, and on the 
o tner nnnd there is this .• !t never puts the 
Secreta ry in the posi tion either of saying, 11Lower 
t~xes" or "Kaise t axes . • 

I can't do thot . 

1:'ha t 1 ~ right . 

You're rigbt, and I don ' t wnnt t o be put in that 
position. 

Toat sentence there should st6 t e more explicitly, 
warn Congress that after all , there is no • ay of 
paying benefits without money; t hat ' s the point. 

~o , but wbat Gene Duffield says is verfectly 
correct . .le ' ve got t o do it- that s why I said 
about the !lew York 'J.'imes: "On the one band, a nd 
on the other." I can mcke the one hand a 11 ttle 
bit stronger then the other, but we've got to have 
bo th. 
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Otherwise you c ouldn 1 t put in the four tables . 

"With these factors ln mind, 1 recommend the 
following changes in the Actl 

"1 . ~e should not accumule~e a reserve fund any 
lar ger than is necessary to protect the system 
against unforeseen declines in revenues or increases in the volume of benefit payments . Specifically, I . 
would suggest to Congress that it plan the financing 
of tne old age insurance system with a view t o main­taining t"or use in contingencies a reserve which, 
within a few years, will aaount to approximately 
taree years prospective benefits.• 

Hanes: Wouldn't you like to take t he negative there and 
say tha t no amount more than three years ' r eserve 

Outfield: No, the trouble with tnat is that if you do these 
things - the actuaries tell us tbat in the iamediate 
future we 're going to nave a reserve greater than 
that, and if you say •no more than,• they're going 
to say, "Shouldn't ~e cut the rate to half a percent? 
in the next few years. 

~ltmeyer: · That isn't so. The actuaries didn't understand you 
and you didnJt understand them, because if you take 
the stanclaro that's laid down later in this memoran­
dum, 

lluffieldl "-es. 

hltmeyer: 

Duffield: 

"1 tmeyer: 

Ilanes: 

Br own: 

• • • -well , that ••• 

•hat's what I tried to argue witn them last night, 
but riuss neagh wouldn't see it that way. 

If you take the standard of three times the highest 
annual benet"! t payments in the next five years, you 
don't have to '/lorry about it, and you can take llr. "anes' lllnguage of not greater than t hree times, 
1 1 m sure. 

!f you t ake toat standaro •••• 

Isn ' t it s&fer, ratnor than to have a precise rule of thumb, to use such language as "would amount to 
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approxi mately"? I mean a l l these sor t of rules 
of thumb nave to be ~djuateo into tbe syst em; 
they ' re e guioing principle rather t han an exact 
taechanistic limit • 

.Vell, th.at ' s what r.lr . Hanes is suggesting : not 
more than such a n<! such an aroount . 

rr I can get tae actuLries to go a l ong , I ' d be 
hap~y to put it tbat way . 

If Ur . Altmeyer says it, let' s just take it that 
way. 

nll rignt. Cbeclt. 
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And sornebody , I think, bas been madng that point 
right a long, s~tying "not more than. " 

l thought so too . 

•here are four possibi liti es . hither you can say 
" three years• or "not Ulore than" or "a minimur.~ of" 
or else t he s tatement "approxi matel y ." ~be fir s t 
three are objectionable because they ' re t oo speci fic, 
wnere~ts the fourth one, 1 thinK, says •~tha t you went 
to , without creating a rule . 

"Not cor e taan11 'f 

"Approximately . " 

AltQeyer, lllUlt do you wont. on this? l ce&n you 
ought t o ••• 

\Jell, you don' t want " ~<pproximately" because you 
oon ' t Nant more than that. ~ou want to put a top 
limit to the reserve . ~ou don't want actual ly three 
times that much, because in tne early years it wi ll 
be a smal l figure and in the later years it wi ll be 
a tremendously lar ger figure . 

O. h . 

~ill not exceea ••• 

1'bat' s r i ght; but you're looking for a ceiling here . 
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'l:nr.t 1 s what I thougllt . 

"lill not exceed approximately ··· " 

~he thing is that you shnll "p.Lon" for one wtaich 
shall not exceed; tile plan may have err ors which 
produce somewhat more or less. 

This says "plan" - that '-ongress plan the financing 
so it will not exceed. 

TnLt is, tile aim of the plan is for a reserve which 
shell not exceed three years, but the actuarial 
calculations may produce one of three and a halt 
years . 

"an't you still say "will not exceed" and leave 
in the word "approxiJ:Ia tely three years"? i'lnat? 
O. K., Jobn? 

Yes. 

"Not to exceed approx1Joately three years ." 

~oesn 1 t tie you down t o a recommendation that you 
have r. specific reserve o!' three years . 

Is everybody buppy on tnut? 

I just •onuer i£ this doesn't mean t ax reduction 
tben. 

nltmeyer assures us tbat it doesn•t. 

H~ 's te~ing about five ye&rs, but in the next three 
yeers you're going to have " reserve greeter tha.n 
the .... 

ies, but it's the maximum tnree years ' prospective 
benefits in the five years . 

"e'll spell that out again. It ' s an a 'Nful!y clumsy 
phrase to handle, but if we've got to put it in 
that way, we'll put it in. 

i ou're safe if you say "within a few years . " That 
clearly means ••• 
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As long as you hang it on tne "plan, • I tllink 
you're perfectly sure . 

xou say "witnin a few years." 
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I know you 've got it in there, a nd I •ve got no 
objection to saying "not to exceed," because • •• 

Are we all right on this? lt•s pretty important. 
This is almost the guts of the thing. 

~< ell no,., as I understand it, you're not committing 
yourself as to the size of the r eserve; you a r e 
comr.tii tlng yourseU' es to t ne ma:rimum a mount. 

That ' s rignt. 

"DO you're saying t ha t in your op1n1on t he oaximum 
aoount need not exceed tnree. times the highest annual 
benefit peyme.nts during the next five years . 

Now, the point that several people ba ve r a ised is, 
does the Treasury want to commit itself fur t her 
on this r eserve and suy that - use language where 
you' re committi ng yourself to a minioum'l You see, 
now tllis language oniy commits you to a maximum; 
you•re not committed to ~nd you haven't urged 
Congress to mainUiin a m.1n1mum. 

~nere is some langusge u li ttle later on ••• 

~ou can say "wllich in a few yea rs will epprox:1111Bte 
but will not exceed- will reach but not exceed ••• • 

"o you still want t o keep the t hree years, bucuuse 
in tne distant future it becomes too large. 

uene , that's spelled out a little later in the 
document. 

I think it comes out a little lat er. 

Let ' s go on. 

• The system of handling the olo age insurance 
r eserve should be changed so tha t everyone will 
understand clearly th&t lt is a t rust fund 
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established for the benefit of employees who 
have contributed to it. ~o clarify the status 
of the old sse insurance trust fund • 

as 

~ell, do you want to say •e~ployees and employers 
•ho have contributed to tt•? 

No <,uestlon wbetber taey benefit. 1/e bed 1t that 
way . 

Well , they benefit in that they don't have to have 
their qwn syste~s. 

1hey contribute t o it directly and also indirectly. 
Lhe payroll tax falls on them. Hobody has any 
illusions as to that. 

•he 4uestlon is whether it is set up for the benefit 
of the employers who contribute . Set up for the 
benefit of the ea~ployees, certainly. 

'!ake s in bo til. 

Last nlsht in the meeting there was serious Cjuestlon 
'llhetber you should say this does benefl t the employer. 

Say it this way: "This is a trust fund established 
for the benefit of the insured." 

n ••• of the insured persons." 

Insurea - whether they' r e contributors or not. 

Well, under the plan the insured are ell to be 
contributors; w~ re still holding t o that feature. 

Yes, but, you see, the employers a re contributors 
unaer the 111 w. 

.t>ut they're not insured contributor:~. 

lr you want to be precise about it, you can say 
"for the benefit of employees by whom end for whom 
contributions bave been made." 

" •• established f or the benefit of the insured." 
Wllat 1 s the matter with that? 

Regraded Unclassified



'"'uffield: 

B. II .Jr: 

~sston: 

<i .li .Jr: 

oeU: 

d.li . Jr: 

orown: 

ll. ll . Jr: 

Viner: 

El .ii . Jr: 

Dlougb: 

B.a . Jr: 

86 
-27-

.i.t 1 s all right . 

II for the benefit or t be insured. II Period. 

Yes. ur course, that loses the idea tha t they are 
themselves contributing to it. 

tlell, we've used the word •contributed" so long, 
! just don't think it's important to bring it in. 

~oesn't burt it to say "·.rho contribute to tt.• 

No- • ••• established for the benefit of the 
insured." '>be tbougbt bare - we're going to tal.t -
we're now talking about the reserve, we're not 
t alking about who contributed, for tbe moaent. 
Aren ' t we? 'l:bis paragraph is on the reserve. 

"ell, doesn't it fit people's minds that a t .rust 
fund is for the benefit of the insured persons who -
I don ' t see where there is the objection - wbo . 
have contributed to it? 

r don't care. 

Just substitute "ins u.red" for •employees" and leave 
the rest the same . 

'!:ba t's all right. 

"Insured persons .• 

'!:hot's all right. 

•To clari fY tbe sta tus of the olo age insurance 
trust fund, I am recommending a change in its 
manage:nent . ~be gystem of trusteeship which I &m 
Rroposing is simila r to thnt used in the Postal 
::;nvings System under which the Government for many 
years bas been acting as custodian of private 
savings . 

11 1 recommend the estabUsbment of nn 'old age 
insurance trust fund' to be held in trust by a 
board of trustees of the fund pnd to b'- deposited 
in a special deposit account witb tbe .i.reasurer 
of the United States. Tbe old age insuracce trust 
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fund would be made up or (a) money appropriated 
thereto by Congress, including the balance now 
carried in the old age reserve account, (b) con­
tributions collected under Title VIII of the ~ocial 
~ecurity Act, and (c) income accruing to the trust 
fund. 

•I recommend that the board of trustees tor the 
fund be composed of the Chairman of the Social 
becurity ooard, the Secretary of Labor, and the 
becretary of the 1reasury . •be Secretary of the 
Treasury should be the managing trustee for the 
fund ." 

Professor Brown, do you like those three trustees? 

Sounds r.ll right, sir: 

llha t? 

Sounds all right to me. 

Would you make any other suggestions? 

No . 

Nhat? 

No. 

Li~e toe logic of the trustees? 

Very much so. 

~ast night the Presiaent sort of raised his eyebrows. 
! wonder if he thought the ~resident of the Uni ted 
btntes should be a trustee. 

l'erdon? 

II ben you and l were talking to him. You don't think 
so'/ 

No. 

Wbat? ls be a trustee of anything other thllll the 
United Sts tes't 
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tt. J.Jr : 

uufll.&ld : 

H •• ! . J r: 

n<J me r e ly Sbid , 11 /ollY the becretary of uabor? " 

de ' s Pres ident of the rted ~ross . No, 1 don ' t 
th in;, he 1 s e trustee of llll,Ything . 

" 'lne bo~rd of trus t ees s nould r eport a nnually 
to Co116re~s .)11 tne oper u tion t nu su t.Js of the 
olo -~6e insurance trus t fUll~: auring the preceal.ng 
tiscrl ye~r and ouring tno nuxt five fisc~l yeers 
aettlng f orth ano e s timstl.ng the incoce of tne fWld, 
l.ts u isbursecents, 0 110 its essets . ,be bo&rd o r 
tJ'us tees snou lJ 1•eport froo tl.wc to ti:o~e to .:Ongress 
on tn~ ~ctUb~l.al posi tion "f the funo . it should 
Llso ma~e a speci~l repo rt to ~ongress whenever the 
trustees believe tna t during toe ensul.n& five yet.rs 
tnc trust funti wi ll exceeti taree times toe hi ghest 
h:muu l exoenai tur ;,s &ntic l p~tted during ttul t fl. ve - yea r 
~criod . 1he trus tees shoula a l so r eport to ~ongress 
wnen they believe tne r euerve is fulling dangerously • 
low. 11 

"ha t ' s your minimum, Altmeyer . 

Le~ ves the minimum to tne Cliscretion of the trustet• s . 

"To l.m;~rove ~ublic .:nderstnnding of the j)urposes 
for which toe funas u re collectea , I reco~ena th~t 
the t axes under Title VIII be t er med 'contributions ' 
even thougn t 11ey ere l,;vied under the Government 1 s 
t *-xing uo .. e r . " 

I t &Ke it tb&t ' s whtt th~ l s wyers 

tllods t ffirmE. tl vely) 

''This t e rmln:>logy woul u conform ,.;i th tha t in tne 
Railro&a JnenpLoyruen t I ns urLnce Act . 

111he ~m.n&e t o tt contin!!&nt t· e~"rve systetn of old 
:..ge insurance ntcedsurily h~s r epercuss ions upon 
the n tes ,. t .vnlch the vovernna!n t shoula collect 
contributions . I onust 1u.J vise ... ongress .• · · " 

"h<Jperc ussions upon toe r 11 tes 11 ? • ne t ' s a pr etty 
strong wora . 
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"Diz-ect effects"? 

".. . influences the r ates • •• • 

Tbat ' s good . 

"· · ··must necessuril y influence .• 11 

89 

Some thing like tlult. "Repezocussions" is pzoetty -
then you've go t t o explain that the r epezocussi ons 
will be fa vozoable . •Influences" all right , gen­
t lemen? 

"l must advise ~ongz-ess that acceptance of a con­
tingency r eserve b asis ~eans that a t some future 
date eithezo payzooll t axes will have to be bigbezo 
t~n tne present hct provides or the tiovez-ncent 
will have t~ m&ke up tne deficiency fzoom othezo 
t a x sources . 

"On t be othezo band, i f t l contingent zoesezove system 
is &dop~ed a nd if tbe scheau.le of tax zoetes pzoovided 
in tbe :,ocial becurity ~ct zo emains uncb~:nged, we 
may bvve fozo a few years, unless benefits azoe 
inez-eased unreasonably , 8 r eserve fund somewhat 
larger t nan would be necessary under the sta ndurds 
I have lai d down." 

Tn .. t isn't so. 

lt lsn1 t ? 

lou haven• t l aid down any ainimum, end the maximum ••• 

"ell, it ' s higber t.nan tho maximum. 

No, it isn ' t . 

All right; this bas got t o be changed in view of 
t his •••• 

All zoigbt. Evidently there is 8 difference between 
your ac tuaries and theirs. 

Russ rleagb is pretty tough on this one. 

I thought rtuss and your actuaries got toge ther 
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pretty well on this stuff l ast nignt. 
him ••• 

I t.Sited 

nuss kept insisting that if we said this we ' d 
have to lower tbxes . 

Tbat 1 s if be t ll.k:es tile actual years, and >•rthur 
is talking about the highest in the five . 

<~ell, tlus gives Alt.Aeyer 11 cnance between now 
and this fifternoon to ~ e t t ogetner. 

How a bout t he use o( t·ne word "unreasonably" 
followed imaeaiately by· the statement •so~ewnat 
larger"? 

90 

Tna t 1 s unfor tunate . ••llat I meen t o s a y - increased 
out side of Lnything contemplated by the Board is 
wha t I •m t r ying to s ay . 

I mevn tbc.t word "unreasonably" is a red herri ng to 
t ne Townsendites . 

Very unhappy . 

11
• • • unless benefits are i ncre• sed ••• 11 - what do 

you sty, "substantially"? 

•consider<>bly . " 

~ometbing liKe tbat. 1 wouldn 't use the word 
11 unreasonably . " 

Say 11beyono. a ny ••• " - well, of course, there is 
none now contemplated . 

J•nd I don't like - I •m not llr . Goering - •toe 
s t andard I have lain down. • 

n • • • .l nave suggeste<! ••• " 

Something like t bat. 

" ·· · I ba ve suggested ••• " 

•There are reasons why Congress may decide t hat a 
somewhllt l11rger contingency r eserve is desirable 
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during the early years of benefit payments . For 
instance, the e erly annual disbursements of benefits 
are not representative and may not give clear indi­
cation of the proper size or a contingency fund. In 
addition, the contributory old age insurance principle 
would be Jeopardized if, solely for the purpose of 
reducing the reserve, the rate of contributions 
was reduced or inadequately increased during the 
period •• • . 11 

nll this •ill come out if what Ur . nltmeyer says 
i s . .. 

1 think t~t one sentence there i s wrong. •he 
otner can stana . 

" •• if, solely !or the purpose or reducing the 
reserv~:, the rate of contributions was reduced 
or inaoe~~tely increased during the period when 
the public had not yet come to understand completely 
the essent ial relationship betNeen contributions 
ond bene!'! ts . " 

uee, there 1 s yow· argument on the danger of, somebody 
wanting to r eauce t he tax rates because of the lack 
of immedi~te necessity t o creute this small reserve. 

That's 11on the other nancl . " 

ies , that ' s "on the other hand . " 

•I aCJ offering for your consideration four r a te 
scnedules for old age insurance contributions. Tney 
differ only as to tne r a tes which t hey would apply 
over the next three years . nsSUCJing that the 
Congress selects a ny one of the benefit schedules 
now being considered by the Social Security Doard, 
any one of tnese four contribution rete schedules 
woul<i , in the opinion ol' the r'res1dent and myself ••• " 
Uo-uh - "in the opinion of tne r'resident and 
myself ••• " - uh-uh . 

Are .ve not to ment ion t he l'reslaent? I thought 
we were . 

Hbve we , aerbert? Never . 
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No, I tbilllC not . 

I t bought last night we were s upposed to. 

No , no . 

Just leave out "in tho opinion of the !:'resident 
nnd my sell'. " Just lea ve that out. 

Tn&t 1 s £ 11 rignti l thought it was supposed to 
be in. I wouldn t nave put it i n othe~wise . 

I •d Just suggest you change thet word •considered, " 
because ~ongress is the one to consider. 

••but ' s tlu:.t? 

Tha t Mora •considerea." Xou migbt say "now being 
developed . " 

• •• studi ed •. " 

J. went t o r ead this . " ony one of tbe&e 
f our contribution r e te schedules would • •• • - just 
leave out "in the o pi n.lon of the Preside.nt £nd 
myself.• 

ue•ve out tne " noN being consider ed by the boci a l 
->ecurity Board . " 

llo, because •••• 

,;,. aon 1 t •unt t o a ttacn those to the Treasury 1 to 
the Secre tb ry • 

uay up a bove •t am offer ing for your consideration 
four r ate scneaules for old age insurance contri­
butions wh i cn ha ve been considered by" or •examined 
by" or "pr ep&re..t by the Sachl .>ecurity Boar d . " 

i ou1 r e confusing - this i s tne benefi t pattern 
n&ro that we 're t alking ~bout, no t the r a tes . 

" ••• the benefit sclleoules now being studied by the 
t.oc i ol bee uri ty 11 

Oh , oh; I see. 
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t! . J . Jr: "1:1le r at:e schedule which will be most •• • " - well , 
here I s by " ·· ~ssure the conti nued financ ial 
soundness of tpe old age insurance program. • Just 
like that, I s&y that flo t. 

Viner: I s ay that ' s claiming more than is justified . 
1hu t would be true f or u given period of years. 

rl • ..l . J r: ... ay "for the next three >ears•? 

ow field : " ..• during the next three y~ars• is all r ight. 

~rown : • .. in the immedi bte future .• 

.. ..Lfnelo : rn!s is all preJicated on short-t1Cie 

H .~ . Jr : now y~u going to say, •tor the next: tnree years•? 

vuffield : I 'd ~y "for tne iwmeuhte future . " 

Vi ner: 1 1d s ay •would assure for nt least the next five 
:v ears the continued soundness •.. " 

I:! .!I. Jr: <>upposlng they didn ' t increase the tux i n ' 42 . 
hould you still say that? 

uufficld: hll these schedul.s assume th e continua tion of 
the present tax. 

H . ~ . Jr: I bbte to put a yearage on it . I hate to say 
elther three ye ars or five years. 

Olmoc~ : You e~ight fino t he headline in the newspaper s : 
•social ~ecurity Loomed in Five Years . • 

:>ro>ln: ~ou might say •assured for the iml:!e<liate future . " 

~o~ufrteld : • .. discernible future." 

B . J . Jr: olell, • •• assure the continued financial soundness 
of the old ege insurance pro£ r am ••• " 

Ilanes: n • • . for t he immediiJ,te fUtUre . II 

H • .J . J r: • .•. for the 1mmeoiate future . " 

Brown: · ···or ··you could put •assure f or the illllll&<liate future. • ·" 
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Tlla t' s all r igbt; but get in tile word • tbe 
1mMed111 te future," will you please? 

ll:es . 

O.K., John? 

94 

~un't you put on a reserve ~nd say it will pr oduce 
an aoe~uate contingency reserve? 

l•ant t o wt.tcb out on tha i. ona; you' ll get into 1m 
argument with tile actuar ies . 

I tbin.c you 're (oell) rlgnt . nuat it ought to say­
it ougbtn 1 t to say anything about the financial soUnd­
ness . Ought t o ssy it woulo produce e contingent 
funo on toe standurd lai d down her e; i n other words , 
a tnree years 1 cont ingent fund. •bat 1 s all you can 
guar antee - that it will do t hat . 

It won't, though, on any one of the benefit sched­
ules now being stuoied by the boci hl ~ecurlty 
Board . '!:here 's one of those benefit sclledules in 
wnich the rates would have to go up in 1942 - am 
1 right? - so that the plan not to r ai se the r ates 
before 1 43 wouldn ' t vr oduce the contingency r eserve 
of this size . 

thwortheless, I'd still S IIY that &11 you ought to 
pr omise or assure is you111 do Nh~ t you no~ re~ulre 
1i. to do, namely, &eep a contingent reserve of t llat 
size. 

I•Q cut out thlit sentence . You •ouldn't be sub­
llittlng f our pla.ns if you didn't th1nl( tney have 
merits , ano you go on in the next sentence to • • • 

Xou oe~n cut out the "finencial sounan6ss,• cut out 
the whole sentence? 

I ' d cut it. 

You say below " depend on the scale of 
finclly adopted by Congr ess ·" 

uupposlng, gentlemen, we consider leaving that 
sentence out . hll right? • tblnk that's- I mean 

Regraded Unclassified



uuffie.la : 

H.M. Jr: 

... utfield: 

ll .OI .Jr: 

llu~ a: 

l:>uffield : 

d .J . Jr : 

Bell: 

Viner : 

n . 1.1 . Jr: 

-Jb-

just take thnt under consideration. 

"hen I say "The rate schedule will be most in 
ha rmony •••• n 

n • •• which will be . .. h 
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" ·· which wi ll be most in narmony with t he ma i ntenance 
of e contingent reserve on the besis previously mcn­
tionea will depend on tho sc6le of benefits finally 
adop ted by ~ongress." 

.. ell, now the nell c&n I sc.y pr eviously toat tbe 
soundness ...• 

~o , toa t 1 s not right • 

.i. think r.!r . "lmoc~t•s <; uite right. l'a l eave that 
out. 

"The al ternat ives which I am laying before you e r e 
as follows : 

111. Leave the present ra te schedule unchanged . 

"2 . Incre&se the tux r o tes from 1 percent to lt ···· " 
He S&i d one and a sixteenth; that isn't & ~uerter. 

Toot's the next one . 

~r . Secret&r), the n~beri.ng her~ is in accordance 
with the h, B, C which the President wrote on the 
hbles . 

No, I woula do it as they go up, in the or der which 
they go up. 

uell, tlley come down, llr . o:.ecretary". 
the present schedule as is, it wo ula 
it comes down to l f. 

If you left 
be 1!1; then 

I ' d put what the present r ate schedule is. Don't 
t a x their memories . 

• ••• present r ate s cneoule, which is •••. •- Ja~e • s 
right . 
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"3· Increase the tax rates from l percent to 
1-1/b ••• . " Is a sixteenth a sixth? 

16 2/J is a sixth. 
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"··· .L-1/6 percent in .L~~v, to l-.L/3 percent in 
1941, lt percent in 19~2, following the present 
schedule thereafter. 

"4. Umit the increase in t6X rates from 1 to 
lt percent scheduleo to t~ke place in 1940, but 
step up the r stes in 1943 and follo,. the present 
schedule t hereafter . 

•You will observe thut ull of these plans provide 
for the existlng schedule in 1943 &nd tnereafter." 

I thin& - tliking Viner ' s thir~, I think you ougnt to 
st&te ~hAt the existing schedule is . 

••ell, I think we ougnt t o spell that out. 

"I wont to empn~size ttwt our e>:perience tmder 
the 8ocial tiecurity J.ct has been very brief . lie 
hc.ve been collecting t axes under the Act 1" or only 
slightly more than two ye~rs . • 

~<ow nere, I think, would be " plcce, gentlemen, for 
me to s ll)l une«uivocslly thBt i believe in a t>ocisl 
becurity ACt . I naven•t said that anywhere, und I'd 
li48 to s ay it. I •d like to give it hearty endorse­
ment, say someth~ng ~bout the Rerc~leon tasK which 
nas been performed in getting the thing startea. 
bee, I'd 1ae to say s ol!lllthlng nice and endorse it 
une~uivocally he~e, right here . 

There is one thing that t think would cake it a 
ten strike, where the Government eight sar about 
this contributory lnsuronce thing that it s a 
protection against paternalism in government. You 
see, it's a self-earned proposition and t o t he 
~xtent that you can get self-earned security, to 
that extent you vrotec t ••.• 

( ••alking toward door) I' ve got to go over and see 
Ickes . 

"bet tiC!e? 
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Don ' t have to go over t here until 11 o'clock, but ••• 

What ' s going on over at Ickes•? I •m going to stop 
at l O: )J . bee me through this. '>it do·dn and be o 
good boy. 

lt isn't i mportant . 

\'•ell , you com get ovor there at 11 . 11 o ' clock? 

I don't bave t o get there unt il 11, bu t 1 have 
somebody el se tn t nere . 

r r you please - no, tnis is terribly important. 

(~cReynolds sits oownJ 

uo a bef.o, l.lr . Alta:eyer . 

Anyway, my tnougbt is thbt the essence of t his kin 
of social insurance we 're •11orking for i s tna t it ' s 
self-earned . 

I' d like t o Sf.Y t hat . 

I don't know hoA' it should be expressed . I suppose 
Brown can work i t out better in a sentence or so. 

.. ell, try it. And also ,I wont to endorse ::>oci el 
Security &nd I won t to say that I tbiru: the Job the 
people neve done ao f ar is wonderful . ~> ee? l oean 
this is t he place - there is no place that I say, 
• nell, I believe in Socicl Security.• 

"l':e beve bed no experience at all with the payment 
of mont hly benefits." Ha ven ' t ~e? 

No. 

111'her efore, I believe t hat periodic re-examine tion 
of the not is essential . For this reason, I hove 
discussed the r eserve contribution problems wh tob 
will arise in the next few years. I suggest t hat 
prior t o 194) Congress again examine the financial 
mechanism of the Act. l'endtng tha t re-examination, 
however, I believe thn t t he tax r ates for 194) end 
thereafter which are now in the hct snould be 
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r e t ained so t bat in the absence of f urther 
~ongressionnl action u definite pr ogr am for 
financing ol d a ge insurance will be on the 
statute books ." 

L•d let•ve out "in tne absence of f urther l,;on­
gressional action ." 

llcll, y:m can - I me~o.n you can discuss it 
further; I don 't care . 

"I s hould li~e olso to place before you four 
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t ables Nhich snow annu~l contributi on collections , 
ennual benefit pcy!:lents lind t he size of t be old 
oge reserve account over t he next few years under 
each of tbe four contribution schedules • nave 
out l ineo above . Tbis material , I believe, will 
assist you in determining how r apioly you believe 
contributions sboulo be collected ano how large you 
believe the contingency fund should be . In compiling 
these t ables, the lreasury has used intermeoiate 
esti mates of benefit payments which were supplieo t o 
it by the bocial Secur ity Board . I nclusion of these 
es tima tes in tne 1'reasury 1 s t 6bles does not imply 
either approva l or d isappr ovhl of the benefit plans 
which underlie the estimate . necommendat i ons about 
tne size and type of benefit t o be pai d under the 
social insurance system is not the 1reasury 's 
business . n 

Now, all r can s ay is t hat this last, from lv down -
tne ciddle of 1~ anc 11, I think, is a lit~le bit 
uict&toria~ again. I don't ~now wny - i t' s a little 
bi t of the •I - I - l" stuff, little bit t oo much 
laying it Jo-.m to ..;oncress; ond I thl!".lt you can say 
tne same thing and ssy it more politely . Fro~ the 
middle of lJ on it's t oo d ic t Ltoria l . 

~nsteau of s&ying, nr believe" - or say, "We hope. " 

Now, hltmeyer, whe t t ime this afternoon could you 
come b&ck and see this revised thing? 

~ome back any time • 

.<twt time you (Viner) leaving t own? 
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I 1m still elastic; I 1 ll MOrk on this this morning, 

Should I say 2:)0? 

Do you want me here this afternoon too? 

l don 't know what your plans are. 

! c an - 1t 1s - l can malte it. 

vtmoc~, could you co~e back at 2:JJ? 

Xes . 

nre you (Benes) free a t 2 · )0? 

Yes. 

Supposing Ne say - you're (Brown) here for us tOday 
aren't you? 

~es . 

~uppose we say these people work on it some more 
nnd we be here, work on it, 2:)J. 

Way l suggest we leave off the last sentence? 

well, nownere in here do we ~y we don't want t o 
get in on tne benefit side. I thought we ought to 
say i~; thought you'd always want to take the posi­
tion you didn 1 t eant to say what aged people a bould 
get. 

but I tninl! I coulo say tnat if I'm asked. I think 
•r. Banes is rigat. l'o leave ott th~<t l~<st sentence. 

~..an you (Bell} be blick e t .t: JO? 

~es . 

Are you still trying to keep Johnny from not resicn­
ing? 

"ell, I think it's good. Aren't you (~ltmeyer) 
fairly nappy over this? 
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tes . 

Brown, nor. do you reel? 

All right . 

1 mean do you think that - let ' s Just take a sort 
of - oo you tnink from tho standpoint of the 13~ 
milli~n people wha t 1 1m s~y!ng n~re is construc­
tive? 

.Les, sir . 

nh.at? 

Yes, sir . 

It is construc~ive? 

Anything tha t any economl~t or sociol ogist ca n 
t ake Lnd say , "Wel l now, t nis is just • • • • " 

1 won't speak for the sociologists, but~ should 
think the econumis ts would 

Yes, b~t I mean I 'm trying - is anything the matter 
with t his? 

I d on' t see anything. 

I mean I've sti ll got time t o withdr aw . bee wnat 
.1. mean? I c en still say I won't say this . 

~es . ~ell, fine . ftnd 1 woul d like t o in the course 
of our r evision- that point that 's brought up 
n bout this maximum three years business - I think 
ther e is a little work to be done on that still, 
ns you suggest, as to how it ca n be best phrased . 

But nothing has jelled yet, see, so don•t • ••• 

l think we can do a good dea l of work yet on the 
phrase • 

.1. want tsrown to ~now tha t. I mean is there any­
t hing i n here which you thi~ i s - I mean . that I 
should n't se_y? 
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No, sir. 

Yr . Dimock, ho1v s bout you? 

I beg purdon? 

is t;here anything in here that; bothers you us an 
inoiviaw:! , that you t niru< from toe s tEndpoint of 
l~U ~illion people i s unsound? 

Xou me• n toe generlll s tatement? 

x .. s . 

l thinK the general stLtement 1 s 60oo . I'm inclineo 
to c ut out the sentence at toe bottom of page lJ, 
.:nere you s eem to intimate t ha t Congr ess is going to 
do sometn1ng r aoic&l before 194J - invite them to, 
the way it ' s wo roeo now . 

··ell, .J. d idn't •••. 

•he gener a l sta tement, I think, is excellent . 

hs e whole . He r e we are coming along, complet ely 
cnanging my position from ' J5, sbY ing *U should not 
nave mor e than a three-yeor r eserve and thrt Congrasa 
snould consioer r nislne the t axes ••.. Now, is 
this thing tbe t I•m s ay ing in your opinion intellec­
tually - I mean the tning tnat •s good f or me to oo 
for the Aaminisl:ration? Thut•s wost 1 want to Know. 

I t hink it's very good . 

'iiaet? 

I t ainl< it's very goou . 

uha t aoout tnis trust funa board? 

L think thr.t ' s one of tho best f eatures of it . 

Isn't i t tne unaerstandl ng thut before you go int.o 
the summary of r ecommenuati~os , you ' re going to have 
two or three sen tences summarizing toe three points 
you 've maue, because ~ tbinx that would be a good 

. th!J18. 
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~ tnin.t it shoula be " t the e nd . "I would sum up 
by svying • ••.. • ~ thin.< there sboulch be a summary . 
~es, 1 t hink there should be a summer y . 

Mr . Sec r e t ary, you ~now my pos i t i on a bout t he 
step-up to lJ . I cer t ainly feel t h.at number one 
here is the soundes t . 

1 under s tu:d • 

<>ut ~ c&n understand your posi tlon of the f our e l ter­
n.e. U vc~s . 

"ell, t he rresioent - you see, Yr . r.ltmeyer and 
wr . nanes ana I went over and he aGreed that we 
snoulo go up tnere 1no get f our olter nLtives and 
l~y it on the t able to t he ~omoittee . 

Uut whlo. t 1 want to Sf. t lsfy myself - I meon I .<new 
your f.Osi tlon WI'S - y~Ju s tudha tnis thing - > ou 0 

SHY, 1Uow wai t a 1alnute, r.lorgtmthau, I t hink you ' r e 
making a ter rible mistake seylng this or a ny port of 
this . " That ' s 11h1o.t • w~nt to know . I want tmybody 
here tha t feels I ' m making n terrible mist&ke - I ' d 
like th~ t o S6) so; there ' ~ still ti~e . 

1 thi n« time Llone can tell whether we 've made a 
oist~ lte . 

~< o t tne tie • ):or« ·ames, but time . 

-ven tnen it ~Y not be aefinitive . 

•nere Ls one tnlng , ~r . ~ecretnr), though, tnat 
tnese men ought to nave in ~ina when they ' r e working 
on tnis reserve s ta na .. ro , end 1 1 d like t o c heck wl t n 
you ~no .. r. aanes on thv t. ,.nsn ' t it t his: t hat 
t he President wnnteu so:ne thing sai d t nr. t will scotch 
this 47 bill ion dollar reserve thing? bo he was 
t alki ng i n t e r ms of a mexlmum . lie sugges ted a 
maxi mum i n t erms of money, you see - ~ f or get whether 
l1e s a i d f i ve b1111~Jn or whnt Gver be sa id - t lul t 
could be pointed t o to s cot ch t ha t 47 bill i on . Now, 
t his language we 've got l n here is - t hi s t hr ee 
times thing i s intended to meet the Pr esident ' s 

, point on t hat, but i t' s only a statement of t he 
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aaxill\11; now, it you wut otbn l.aJicuac• 1n •• to 
wtat tile ~- or ~tud llt&Ddard 11 co1DI to be, 
then you 1 '1'a got to put in ot11er lucuaga. llut ao 
tar as tbia three tlllaa 11 concerned, tbat'• 
intended to indicate toe aaz1aUII. 

-an' t have a lllinimUII. 

<>ut I just '"anted you to • ••• 

No, the tmy you've got 1t phrased and the way 
you've got it set up a s to mechanics tor bandling 
tllis tuDd - I tbJ.nk. y ou ' ve got enough there. 

•bey may not be a ble to put a figure on tbe three 
years, a nd you u:y b ave to indicate wbat tnat moans 
t o (Dem i n rtgures . 

Toe t a bles will snow tbat. 

I tb1n4 it's a gooc Job. 

• 
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Jeopar41se4 1f7aolalr fo• the ~oe of re«uotA« \be 

ruern,tha "" of oontr1'bll,1ona ,., re4uoe4 or 1n­

a4a~uattl7 1oo,.aao4 4ur1ac t he por1o4 when the publ1o 

bad oo' ,., oome to lmd.aratand oaplahl7 the e 11enUal 

r el at1oneh1p between oontr1but1ona and bentfita. 

I a. offering f or 70UI' oona1dera\1on four 

r at e aobadulea f or ol d age l neuranoa oon\r1but1ona. 

Tbe7 differ onlr u to t he raha whloh t her would 

appl7 onr t he next lhJoae reue . Attualng t hat t he 

~ eeleote &n7 one of t he benefit eohedulet 

nov belng oonlldere4 br t he 8ooul eeeurur .Act , an7 

one ot t heee f our oontr1bu\1on rate eohedulee would, 

i n \lie op1n1on of t he Prot1dent and 1171elf, anure t he 

oontinued f1nano1al aoundnett of t he old age 1neuranoe 

pr 08J'U. !he ret e 10he4ule 'tib1oh will be ooet 1D 

harllon7 with t he ma1nt enanoe of a eont1ngent raeerYe 

on t he bad e prartoud 7 JMnU one4 will dlpood on t he 

eoalt or benef1te tlnallr adopted br Ooncre••· !be 

al ttrnat1••• vb1oh I a. la71n« before 70u ue at 

follow a 
1. Lean t he pruent re.h eobedllle 

! , lD01'9alt t he ' t lt r a11et fl'oa 1 per OIDt 

h li por oent 1n liMO, to li per oent 1D liMl, to 

l·•V• 'per ._, 1n l iMB and follow1AS t he preeent· 

t ohe4ule t bereantl', 
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Pr .. ent. l Jlr. Bane a 
llr. a.et.oa 
Jlr. Bell 
llr. Raaa 
llr. Whlt.a 
Jlr . IIOIIe7DOld& 
llro. tlot.a 
11r. BloQ&Il. 

Jlr. 
llr. 
Jlr. 
Jlr . 
llr. 
llr. 
llr . 

flat.Jena 
Re.p 
Ylaer 
Alt.M7er 

1 1 c; 
-- ~ 

llal'oh u, ua. 
8:30 p.a. 

Gilbert. Oolloa (8oo1al BoourlQ') 
Dl8oolt ( J:.bor) 
Bron 

H.ll.Jr: •o•, llr. ~u-a. 

Alt.ae7er: llr. 8eorwt.al")', I .bana't. U4 t.he oU.Doe t.o rea4 
tllh new .-odem opu. 

H.M.Jr: 

Bell: 

H.II.J r : 

Viner: 

H.II.Jr: 

Y1Der: 

H.II.Jr : 

Viner: 

H.ll.Jr: 

You en4 I both. eo •• will a tart. • ••••• 

•• • . • • at eoratoh. 

D14 Dr. Jlqlll -· wbat. waa Ilia oo•aat., Jake? 

Ro l11to4 1\ all rtpt. . 

Wllat.T 

II.J 111prwaa1oa -• .ba 111te4 1\ . Ra ba4 a ns&Cto\loa 
o a t.llla word •ooat.rlbuUoaa, 1 t.bat. the 8111 allo1114 
4at1aa •ooat.r1blaUoaa1 t.o - tuoe. 

llllo1114T 

!hera allo1114 be a 4at1a1Uoa at. the aa4 or the '1111 
t.llet. 1 wllaranr uo4 1D t.llle b111, ooat.r1but.1oaa 1D 
t.ll1a Aot. ahoul4 be un4arat.oo4 t.o - t.&&aa.• 

ror lasal reaaoaa, allo~4a't. be ooaa14ara4 obar1t.abla. 

Wall, I'll at.art., I won't. walt tor llr. R&aaa. 

You (Alt.llqer) llan a OOP7T 

<•o4• 7••> 
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I . II.Jr: 

H.II.Jr: 

!.16 
- a-

1!it.l .. II and VIII ot the Sooial lleouru.~ Aot ot 
111:55 • • • • • • I 

(Ranee ooaee in) 

Hello, John. We're Juet getting etarted. 

• • • •••• charged the !reaeQr7 with reaponeibilit~ tor 
oolleotlng the taxea tor old age ineuranoe, tor 
adainieterlng the old age reeeMe account, and tor 
&eking the benefit diabureeaente certified to it b~ 
the Social 5ecur1t~ Board. I ehould like t o euba1t 
to ~ou t~ aoae ooneideratione bearing on theee 
aepeote or the old age ineuranoe prograa. • 

1 Coneiderat1one1 ? Ie that beetf All right. You aight 
put a queetion aark there. But I gu .. e we had better 
not &aka a~ acre ohangee; I th1nk thie had better be 
the tinal draft, don't ~ou think eof 

Where ie Herbert T • 

Ge.eton: I think that'e all right. 

H. II. Jr: 1 In 111:55 when the Aot was under ooneideration, I urged 
adoption or a eelt-aupportlng contributor," ..•••• 1 -

I don't like thoae t wo 1 oonaiderat10na . • 

Hue: We Juet aaw thea the eue t1ae . 

Duffield: We Juet eaw thea the aaae ti.ae . He Juat told ae about 
thea. We ' ll take o&re or thea, Mr. Secretary. 

H.II.Jr: Al l right, take oare ot it, will ~ouT 

Dutt1eld: Y ... 

H. II.Jr: • •.•••• I urged adoption or a eelt-aupportlng contribu­
tor," old age inauranoe e~etea 1D which the tuture tax 
burden• on the benet1oiar1ee would be lightened b~ 
intereet earned on a reeeMe tund accumulated b~ an 
exoeae ot taxee oYer benetite during the ear~ ~eara 
ot the ayetea. I belieYe now ae I belieYed then that 
a aound old age ineuranoe ayetea auat be on a oon­
tributoQ baaia. Our experi ence in theae tour yeara 
leada ae, hooreYer, to reco-end to you an 1aportant 
alteration in the role whloh a reeeMe tund ahould 
pl~ 1D thie contributor," 1Deuranoe ·~•tea. 
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.Utae7er: 

H.K.Jr: 

- 3- 1H 

1Po\U' 7eare 860 when the old 86• 1uW"&Doe prosr­
wae belng planned, we expected that. the Aot. ae pa .. ed 
wollld proTide old 86e .. cllr'1t.7 tor a tair}J' luut..­
sro~ in the co•1111it.7 . We real1&ed, ot oollr' .. , that 
a&JI1 workers who a~t. not. be ine\U'ed under the Aot. 
at. &117 one t.iae wollld later obtain protection b7 ehitt.­
ing into ine~tred ooo\lpat.ione . It wae general}J' 1\lPPOied, 
howenr, that the Sl'OilP eo ehitt.ing wollld be eaall ooa­
pared with the sreat. .... ot worure, who t.hro\lghollt. 
their work.1ng lite wollld reaain oont.1Diloue}J' either in 
the illallred oat.egoey or 111 the un1Dallr8d oat.esoey. 1 

So tar all right., Kr. Alt.ae7ert 

S~tre • 

I' 11 atop here, be call .. I t.hinlt we ollght to do t.hia 
the laet. t1ae. An7bod7, llP t.o beret 

AU r~t. 

1 Beoallee the lia1 ted grollp or eaploJaenta tor wh.ioh • 
ina~tranoe waa proTided had bean eeleot.ed pr1aari}J' 
upon the baa1e or ada1n1et.rat1Te teaaibl.l1t7, it did 
not aeea ta1r that llDine~tred peraone lhollld be taxed 
in order t.o proTide old age benetite ae-ot-r~t tor 
the in allred group, • 

!hat'• a new word, ian't itt 

Duttield: Well, it'• to diat.inglliah troa tree penaion. 

H. II .Jr: 'I t.heretore reoo .. ended to ;ro~tr Co•1ttee 1D 1113!5 
that the old 86• ina~tranoe e;retem be made eelt­
·~port.ing troa pa.;rroll taxee in 1ne~tred e11Pl07aente. 1 

Duttield: I glleee that. ahould be probabl1 •on 1Da~tred eaplo;reea•t 

Brown: Wo, •eaplo7er and eaplo;ree .• 

lloReJnolde: I t.h1nlt ;roll 1re right. ae it ie. 

Alt.11e7er: 

H. II .Jr: 

Alt.ae;rer: 

1lh.T don't ;roll atop with 1 taxea•t 

Pardon? 

Jllet. atop with the word 1 t.axea . 1 
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B.ll.Jr : 

lloR: 

Duttleld: 

lloR: 

Bell: 

Viner: 

H.ll.Jr: 

Vlner: 

H.M.Jr : 

Duttleld: 

H.II.Jr: 

.t.lt.ae7er: 

H.ll.Jr: 

Dutt1eld; 

H.lt.Jr: 

-.- :18 

1I t.heretore reoo-Dded to 7our Co..S.t.t.H 1A IQ3S 
that. the old aae 1Juiuranoe qet.• be MAe eelt­
eupport.lng troa pqroll t.u .. •y 

Wo, I don't. t.h1Ak eo. 

I t.h1Ak )'OU1 YI aot. t.o t.le lt. up wlt.h the 1n.ured. 

It. waa ao exolua1Ye group at. t.bat. t.lae . !hat'e what. 
70u 1re t1'71ns t.o eq. !hat wae 7 0ur 1dea at that. t.lae. 

1 8el f-eupport1ns' oarrlae t.bat. 

1Eaplo7ere ·a~d eaplo)'eee 1n ineured oooupatlone . • 

How? 

1 Eaplo7ere and eaplo7eee 1n 1Deured oooupatlone . • 

How ehould I •87 1t, leaYe 1 in 1Deured eaplo)'aente1 f 

!he euaaeet.lon le tbat we aake ' tt read 1froa pqroll • 
t.axee on eaplo7eee and eaplo)'ere 1A 1Deured oooupatlone . • 

I th1Ak t.hq 111 oban&e 1t. Ie t.bat. all rl&ht. wlth 
llr. .Utae7erf 

Yee, 1t.'e all rl&ht. 

Read lt. aaa1D. Read 1t. again. 

• •••••. troa pqroll t.axee on eaplo7ere and eaplo7eee 
1D lneured oooupatlone . • 

.ln7bod7 not llke 1tf All rl&ht . 

•operation of the .let bee proYlded el&Ditioant 1Dtoraa­
tion bearln& on thie ieeue . !hle 1Dtoraat.ion ehowe 
that the extent. of at&rat.lon, teaporaJ'1 or pe~mt., 
troa un1neured t.o 1neure4 e~q~lo)'aeDte 11 ter greater 
than wae antioipat.ed b7 the Preei4ent. 1e Co .. ittee OD 
Jtoonoaio Beour1t.7 1D 111:15. In Wif laet annual report., 
I pointed out t.bat. the ooneequeooe ot thie as.arauon 
wae that. the eohedule4 t.u ratee were in.affioient. to 
aa1nt.a1D the qet.• on the aot.uerlal reeern baele 
proYi4ed b7 the law. • 

You 'Ye sot. to 4eoi4e whether )'Ou 1re &OlD& to uee 
1ooo,.pat.ione • or 1 eaplo)'aeot .. 1 
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Duttiel4: 

H.ll.Jr: 

H.ll.Jr: 

Brown: 

H.ll.Jr: 

Brown: 

D1Jioclt: 

Dutt1eld: 

H.ll .Jr : 

Dimock: 

H.ll. Jr: 

Dutt1el4: 

H.ll.Jr: 

D1110clt: 

H.K.Jr: 

- 5-

•oocupationa, • I th1nlt, 1a a better word. 

You• 'fe ni tohed. 

Which do ;you preter T 

I preter the word •eaplo;raent• rather than uaill6 the 
plural ot either •occupati on• or •eaployaent• to epealt 
ot the e;retea throushOut - 1 1neured and unineured 
eaplo:raent. • 

Let"'• uee that then. We'll ohanae it all the wa.y 
thro ll6h. What 1 

Yee. 

All right, BrownT 

Yee. 

A queetion about the t1ret eentence in thla paragraph.• 
Wouldn't 1t be better to eubat1tute the word 1queetion• 
tor t he word 1 ieeue 1 T 

I think eo . 

Where ia thatT 

Bottoa ot page two. 

1!hie 1ntoraation ehowe that the extent • • • • • • 

Wo , the aentenoe preceding that. 

'Operati on ot the Act hae pro'fided eigniticant intor.a­
t1on bearing on th1a ••••• • 

• ••.•• que•t1on.• 

Much better. Yee. Yee. 

All right, gentleaent 

'!here 1e, howe'fer, another and acre oheertul oorollar7 
ot thie a1grat1on. Ae a conaequenoe ot the a1gret1on, 
a auoh larger proportion ot the total population ot 
the United Statee ie qual1t;ring under the oontributor.r 
e:retea to receive ol d age benetite than bad been 
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H.K.Jr: 

D111oclt: 

H.ll.Jr: 

Dimock: 

H.ll.Jr: 

120 
- e -

expected. MY latest aMual report prennted the 
e1timate that, without extenaion ot the coYeraae 
UDder the preaant law, 80 per cent ot the population 
ot the United 8tatea ultlaate}J' will han qual1t1ed 
during their worlt1n& l1.te tor at leaet the a1n1aua 
annu1t7 under !itle II ot the Aot . • 

What I l11te about the W&7 th1e thing reade now - I 
reall7 think the l&D8uaae 1e the language ct a person 
who 1a not taa1Uar with th1e Act - oan underat.and it 
prett7 well . I th1nlt we'Ye gotten down now to real}J' 
good Engl1eh, which ie aiaple Kngliah. Don't 70u 
think aot 

Oh yee. 

HuhT 

I han another po1nt here, but I ' • beg1NI1ng to tear 
that I'• behaY1D6 toe auch lllte a college proteuor. 

Wonderful. We 111te thea around here. 

How about the uee ot the word •corollarr• with •or 
th1e a1grat1on•t 

can 70u g1Ya ae an aaehr wordt 
a non-radio word tor ae. 

'l'h&t '• what 70u call 

Viner: •consequence . • 

Dimock: ~ .•••• • coneequence ot thie algration.• 

Dutf1el4: • consequence • ie 1n the next sentence. 

Di•ock: •outgrowth'- •result . • 

Geeton: ' Reeult 1 il better. 

H.K.Jr: •Result.• Ye•t that •corollar71 - I oouldn 't uee that 
it I w~re broa~oeet1ng. 

Dutt1eld: 'Result. • 

H.II.Jr: I waa aahalled to aalt tor an eaa1er word. !hanlt 70u. 

Wow, whara are wet 

• 
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Duffield: 

H.K.Jr: 

Altaeyer: 

Duffield: 

Altae;yer: 

KoR: 

H.K.Jr: 

A.lt•e;yer: 

Dutrteld: 

Altae;yer: 

H.K.Jr: 

- 7 -

1!hie experience ••• •• • 

1 Th1e e:r.per1enoe throwe new Ught on our original 
bel1ef that the Aot ought to be eelt-e~port1JI&, 

121 

rour ;years of experience han ehown that the benefite 
of the Aot wUl be eo widelJ diffuee4 that e~pleaental 
funda fro• general ta:r. revenuee .-, be eubetituted -­
without euhetantial inequity -- for the expected 
interest earninga troa the large reeerve oonte•plated 
by the preeent law. 'l'herefore, 1t beooaea apparent 
that the arguaent for a large reeerve doee not have 
the validity •• • •• • 

Juet a eeccnd. Tbat'e an 1aportant policy decieion 
that'• being aade. Bow, that aeane that ;you're eaying 
that enntuall;y the Gonrn~~ent ahould pay 40 per cent 
of the coet out of general ta:r.ee. 

You th1.nk it 1 e not qualified b;y the next paragraph on 
page four, llr. Alt•eyert 

• 
I hadn 't read that. 

Do ;you think it will pay leee than •o per cent out of 
general ta:r.ee if you go ahead with t hie prograat 

I hope eo. We onl7 euggeeted pa;y1Dg no aore than a 
third. 

Let'• read the ne:r.t paragraph, then go back. 

'!here ie no need at the preeent ti•e and, I believe, 
there will be no need in the near f uture, for e~ple­
•enting pa;yroll ta:r.ee tro• general revenue. Por all 
olauea ot benef1oiar1ee, the valu.ee of the benefite 
which the Act providee are, and tor a long ti•e will 
be, eubetantiall;y 1n exoe•• of the contribution• under 
the eohedule provided in the law. 1 

Mow, do you want to go baokt 

!hat doeen't qual1f7 thie th1Dg at all. 

Doeen'tt 

No. 
. .. .... . 

What would ;you euggeet, Alt•eyert 
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Alt.ae7er: 

Gaet.on: 

JloR: 

Kaaa: 

H.JI.Jr: 

Duffield: 

Blough: 

Duttleld: 

K.II.Jr: 

.Ut.ae7er: 

II.II.Jr: 

Gaet.on: 

Blouah: 

Gaet.ODI 

H.II.Jr: 

Blough: 

' 

- 8 - 122 

I would drop ott t.hat laet part •tor the expect.e4 
1nt.erut earn1nge 1 or qual1t7 lt b7 ea,1Dg •tor a 
coneiderable proportion of the expected intereet 
earninge. 1 

Yee, I think that'• better. 

I'• willing to do that. 

You don't get a aeaeure then. 

Now how would it read? 

!he sentence beg1nn1Dg at the bott.oa ot page three 
would read •rour ;,.eere of experience haTe ehown that 
the benetite ot the Act will be eo widely dittueed 
that supplemental tunde from general tax reTenuee 
aay be eubetituted -- without eubetantial inequit7 

I 

• ••• • • • tor a ooneidarable proportion ot •••. . . • • 
• •• • • . • tor a coneiderable portion ot the expected 
1ntereet earning• troa the large reeerTe oonteaplated b7 
the preeent law.• 

Do ;you think that doee itT 

Yee. 

11hat7 

!hat doeen 1t coaait you ae to the aaount ot eubeidJ. 
fhle other would co .. it 70u to a 40 per cent eubeid7 
1n the peak 71are. 

It leaTee a pla,, a wide pla,. 

Alaoet. 

Well, it doee leaTe you in thie pceition: that thie 
ha~ t.o be the etrong11t arguaent that 11 lett in 
here tor getting rid of the big re11M1, and it aeane 
that 1t ;you follow thie logicall;y ;you ought to haTe 
a halt-big reeer.e. 

A halt whatT 

I'a eorr;y - a hal.t-ehed """'· If ;you're going to 
P&7 part ot it troa iJit.ereet aJl4 part of it troa a•neral 
tax reTenuee, then ;you nee4 a partial reeer.e. 
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Or ra11e the pe..rroll tax ... 

Or rai .. the pe.,yroll taxes. 

Yea. We Juat aren't cc .. itting ourael•ee. 

Wall, e:acept that .rou oould han aaid that in 111~5: 
onl,r hen a partial re .. r.e and raiae the pe..rroll 
taxea. 

Didn ' t lla•e the aaae reaeon tor it aa you ••• here. 

What do ,rou ea,r? 

I'd leaYe 1t with the pla,r 1n there. 

I think you oan proYe it, but I don't eee how you can 
lea•• it out. 'l'h8-t'• the crux ot the ars-ent. 

I agree with you. H81111Der that: that that •ane taxee 
from eoae other eouroe 1n place ot the intereet. Ot 
oouree, that goee without aa,r1ng, but 1t ' • well to • 
bring it out e•er.r tiae you oan. 

KoR: What you're aa,ring now ia that 1t 1 e in place ot a large 
ehare ot the intereat. 

Altae,rer: Yea. 

H.K.Jr: Well, ,rou people han been trying to oou1t ae to • 
three-wa.r plan an,rwa.r. 

Brown: Thh leaYee a ••r.r definite pla,r, llr. Seoret.ar:r. 

H.K. Jr: Without oom.1tting ae. 

KoR: Ko, you're co .. 1tted to a three-wa,r plan. 

Brown: Th11 leaYee a pla,r ae to proportion•. 

H.K.Jr : Yea, but 1t' a going to happen 8DJW83, 11n't 1t, Kaof 

What? 

KoR: Sure. 

R. K.Jl': Well, I want th1a 1tate•ent to be - what wa• 1t 
llr. D1aook aaid? He uaed- (to Dtaock) I 181' I want 
to continue the pcl1QT - you ea1d thh wae honeet , 
and what 11 .. did you ,.,. , llr. Diaock? 
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• •••• • and attraotl•e.• 

• ••••• and attraotlYe. • Juat ae long a a eo•bod7 
doeen't e~ •good polltloa.• 

That goee without ea.rlng. 

Dan •a.r• it go11 witllout ea.riag. 

: 24 

1 fhere 11 no need at the preeent Uae ••.•• • - I eald 
that, didn't If 

Next paragraph . 

1 fhere ie another reaeon tor queet.1on1ng the aohedllle 
ot tax rates and the reeultant reeerYe eet up in 1G~5. 
We adopted a gradual etep-up 1n the tax rate in 1G~5 , 
in order t o gi•• 1D4ue~ an opportunity to aocuato• 
iteelt tc the new ~ee and eo aYOld &Q1 undue re­
etrlotiYe etteote. !he trend· ot bue1neaa conditione 

1n apeoitio future yeare oould not, of ooureei then 
be accurately t oreeeen. In perlode ot inooap ete 
bue1neee reoOYer,r llke the preeent ••• ••• • 

1 Llke the preeut• - that'• good. 

• ••• • • • the contributory old age ineurance eyate• 
ehould be eo financed ae to ha•e the leaet poeaible 
deterrlDg effeot on buelneee. It 11, therefore, a 
pertinent queetion whether a eubetantlal 1noreaee 1n 
the tax rate ehould be allowed to occur at the preeent 
etage of buaineu reccYer)' . 1 I 11lte that Yer)' IIUoh. 

1 fhe depreeeing effect on the Aaer1can eoon~ of the 
preeent dleturbed etate ot world affaire maltee it 
eepeoially urgent that at thb tl.M we do not place 
&QJ ••oidable burden• on Allerioan productin enter­
priee. • 

Collldn •t that be put the other wa.r around T Oollldn 1 t 
you 1&7 1 the dieturbed etate of world affaire ••••• • 
bring that up and etart the aentence that ...,., I 

••~ 1netead of 1 fhe depreee1ng effect on •• ••• • 
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Yo~ oan .a7 "!he depreeelng effect of t.be preeent 
dhturbed et.at.e ot world affaire on the AMrlOUI 
e OODOIIQ' • • • • • 1 

We can t&7 1!he dht.urbed tt.&te of world atf&1rt aDd 

lh depren1.ag effect. on Aaer1oan eoonoar U.Ut lt. 
upeo1a.ll7 uraent •• •••• • 

If 70u oould bring the world thlag flrtt and rephrate 
lt - I mean aake 1t flow. Could 70u do thatt 

1 •• •• •• at t.hit t.lM we do not. place WJ:1 uotdable 
b~ent on Aaer1oan pro4~ot.1Ye enterpr1te . • I like 
that 1'tr7 •oh, part1o~arl7 the 'produot.ln ent.er­
prhe. • Don't. 70u llke that, Harr7t 

So~, I'a a Plat behind 70~. 

It 1t a past or a d&7f 

A pase a d&7. 

Harr7 1 lt'• the tlret. t1ae 1t 1 t happened; don't l et lt 
happen aaatn. I '• ~·~all7 a week beh.lnd 70u. 

It' • ~ f~lt., t1r; I'• g1Ylag h1a the pagee after 
70u read thea. 

Brown, that hn 1 t. - 70~ haYeD 1 t t.hoU&ht that. out, haY I 
70~t 

It'e t.bt tlret. tlM 70~ 1Ye had Rarr7 on the 4eftnt1Yt, 

At 7au approye 1t., he gett lt. . 

In detente of Harr7, ht 1 t Jutt reooYtrlD& troa a 4&7 
before Carter alate. 

AU r1ght. 

' But, aent ltaen, that. 11 onl7 one tlde of the ploture. • 

I •uaaeet. •aent leaen• ooae ~t.. 

Row do we get the •aentleaen• outt 

Mr . Dlaook wantt to keep thlt honeet. 

How can 7011 Joke about euoh a terlout •t.t..rt 
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All r~t.. I t.laiak 10U14 Jut. N:1 1 t.llat. le 0111.1 ODI 
1141 ot t.U plot.lll"' . Onr ... lut. t.h111 tanore 
atteoUq bu1De11, 1 0ur Co•lt.\ee wlll, of oour11, 
t.ake ut.o aoooant. t.he poeelble un4ee1rable etteot.e 
on t.he publlo an4eret.&llll111& of ooat.rlbut.oey old qe 
1neuranoe wh1oh ~ reeult. lf t.he t.az rat.ee ara not. 
1noreaee4 at. t.hla t.s.ae, u pe o1all1 1t 1noraaee4 
benef1te are approYe4. • 

'fell, I 40D't. t.h1nll: u•e 1f t.he t.ax rat.ee are not. 
1Doreaee4 at. t.laie Uae, but. 1t t.he t.u eohedule 11 
cUet.ur'bed at. t.ll1e t.lae; t.laat.'e t.U t.hiq. It n 
didn't ha~···· ··· 

Yee. 

• • •••• a tax ache4ule , ·wbf- ·· · ··· 

All ri&ht.t 

llwell. 

o. [. t 
1 'l'ax eohedule . 1 

1 'l'ax eohedule. 1 

All ri&ht.t 

<•od• 11e) 
0 'f1t.h t.heee faot.ore 1D a1n4, I reooaaen4 t.lla followla& 
ob.aqu 1D t.11a .lot.: 

1. 'fe eb.ould not. aooliiNlat.e a reuJ'Ye fund "111 l.Ara•r 
t.han 1e neoeeeaJ'7 t.o prot.eot. tbe 111tea qalnet. UD­
t oreeeen 4eol1nee 1n reYeDuee or lnoreaeee 1n t.he 
.clue of benefU ~nt.e. lplo1t1oell1, I woul4 
e~Uut. t.o CoqNu t.llat. U plan t.11a f 1 Mno•na of t.he 
ol4-qe lneuranoe q et.aa wlt.h a rtn t.o MSAt.alnla& 
tor uee 1D oont.lnaenolle an enct.aal reeene UIOWit.-
1"8 t.o DOt. aore t.b.an three Uau t.be hi.Peet. proepeo­
t.l•• annual benef1t.e ln t.be eneulna f1Ye 1ear•. 
a. ftae aet.hod of a4a11111t.lrla& t.he old 

All ri&ht., IYIJ'1bo41f 
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Doee that aeet J our eusseetion of thie aorn1Dg, 
llr. Altae7erf 

Yea • 

'The aethod of ada1n1eterl ng the old age 1neura~~oe 
reeer.e fund ahould be obafl6ed eo that it will be 
ude clearer to eyer,yone that 1t 1e a truet fUDd 
eetabl1ehed for t he benefit of the ineured who haYe 
oontributed t o 1t. I reooaaend the oreat1on of a 
board of truateea •• • • • • • 

Row, th1a 1e a auggeation that I Juat want - 1t ien't 
a auggeetion, I want t o ra1ee a queet1on right here. 
I t'• on ~ a 1Dd, cd 1t aa.r be ent1req t.pl!oper to 
put 1t 1n, but I want t o ra1ae it - that 1n ooDDeot1on 
w1th oreat 1ng th1e t ruet fund - I aean, to uee the 
Yernaoular, that I want t o protect it against pouible 
ra1da froa oyer-aealoue people. 

We h& d eoaa language l .lke that written, llr. Saoretar,y, 
aDd it waa taken out beoauee there waa a good deal of 
dieouaeion about the poaeibil i tJ of eoaebod7 ooaing • 
baolt froa the other aide and tt71ns that we had raided 
1t t o f1nanoe general expend1turea in the laat few 
7eare . 

We a1ght be aoouaed of baing t he raidaea. 

The raidera. 

'lllatf 

The raidere . 

The raidere . I pate that augaeetion. 

Well, we all Yotad aga1nat 1t laet nJ.9t. 

All rJ.9t. 

On aooount of a guiltJ oonao1enoe, Kao? 

Ro, no, it waen•t on aooount of a guilt~ oonaoienoe. 
Aa tar aa I wae oonoerned, it wae la,rgelJ on aoooUDt 
of the faot that we would haYa been Uolteted ae on 
Yandenberg • e bandwagon 1f we had done that. 

But J OU d.i d t.h1Dk about 1 t. 1 
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Il11ouned U. a~ srea~ lene~h. '1'b.e boya had 1t 1n 
beoauae ~bey uodere~ood ~hey were ine~ruo~ed ~o pu~ 
i~ i .n . Herber~ Oaa~on ~ook ~he reaponaibili~y tor 
~ak1118 1t ou~. 

I eee . 

1 '1'b.e ae~hod ot ada1n1ahrill8 t.he old age 1nauranoe re­
aerYe tuod ahould be oball8ed ao ~ha~ i~ will be aade 
clearer ~o eYeryone ~ba~ i~ ia a true~ fund eatabliahed 
tor the beneti~ ot ~be insured who have contributed to 
1~. I recc .. end the creation of a board ot true~••• 
t or the tuod to be ooapoaed of the Ohair.an ot ~he 

Social Security Board, the Secretary of Labor, and the 
Seore~ary of the Treasury. The Secretary of the Trea­
sury whould he the aanaging true~ee t or the fund . This 
eys~ea ot truateeship ia eia1lar to ~hat ueed in the 
Postal 8&•1116• Syetea under which the Ooyernaen~ t or 
many years hae been aot1118 aa custodian of priyate 
eaY11188 , 0 

Altaeyer: Jue~ a po1nt ot 1ntol'llat1on there, Kr . Seer a~. Ie • 
~hie identical with Poatal SaYingeT 

Duttield: The ~rua~eeahip ie not identical; the truetaae tor 
Postal SaYtnea are the Attorney General and the 
Poetaaater Oaneral and the Secretary of t.he Tra .. ury. 
And all ~h1e eqe 1e that the truateeah1p 1e 11aUar. 

Altaeyer: But I aean ~be aeoh&n1oa are identioalt 

Diaock: Wouldn ' t i~ be be~ter to aq •aoaewbat analogoua•T 

Duffield: The truateeebip 1e the aaae. 

Raae: Siatlar 1n ~bat there are three 1D bo~h 1netanoee. 

Duffield: And they are Cabinet ottioere. 

Bell: And one ie aanagtne director - Poetaaater General. 

llcR: I don'~ think 1t ought to be obeneed. I t.h1nk 1t'a 
entirely juatitied - what we ' Ye aa1d about 1t ia 
en~1rel.)' Juat1fied by the ~ax. 

R.II.Jr : You don'~ thlnk 1~ ougb~ to ·~ 0 ia eoaewba~ aiailar 
to t hat uaed 1n Poe tal 8aY1nga •t 

Duttleld: I think we ha'll legal au~hDr1ty t or ~o1n&. t.h1e. You 
(T1etjane) aeked Ed ~ look into 1t. 
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I th1Dit 1 e1a1lar1 h a bet\er word . 

Are 7011 (DS..Ook) .. thf114? 

129 

I th1111t 1t 11 analosou., I doo't th111lt 1t 11 e1a1lar. 
but. ••••• • 

R. li.J~: Would 7011 ~eel happier 1f 70u ea1d 1 eoaewhat e1a1lar1 7 

Duttlel4: You •i&bt •• wel l not 111 1t. 

Brown: 'l'he word 1 e1a1lar1 doeeD't aean a taoe1a1le, abeolutel1 
1deot1oal, doee 1tf . · 

Duttleld: We would han ea1d 1 14eot.1oal1 1t we ~t 1t. 

Altae7er: You OlD 111 1 11 11lte1 1f 70u want t o uee a Dickel word. 

R.K .Jr: 

Alt•e1er : 

H.li .Jr: 

Bell: 

Altae7er: 

H. li.Jr : 

Alt .. 7er: 

V1Der: 

Duttleld: 

Ylner: 

Dutt1el4: 

Vlner: 

1ADalosoua1 1e •••• • • 

fhat'e too soo4 a word . 

What? 

two-dollar word. 

two-dollar word . 

!hat • e all r18ht. 

1ADalosoue 1 - that •- to 1D41oate a htd&'DS on the 
th1os; that, I th1lllt wealteDa 1t nr, •oh. I 1d lllte 
to u.e •a1a1lar1 or '111t.,1 btoaue theD 1t'e laDSuas• 
that a worlt1D8 an OlD u .. tor hilleelt. 

But there 11 the UlportaDt d1fferenoe that the Poetal 
ll•lDS• people are truteee t or each 1D41•1dual 
depoe1tor, and he oc set hie tuDd~ back, whareaa •• ••• 

~h doeeo't dleou .. the 111 t ••• 1t 1e the truateeeh1p. 

You 111 1!hle •1•t•• ot trueteeeh1p. 1 

Let'e 111 ·~11 tru1tee1h1p. 1 

fh11 .. tUP u 11a1lar. 

Jfo, 1t1 1 DOt. 
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Alt .. 7erl I ••• the point. You •1&ht. be Juaped on. 

R. II .Jr : Co•• ao, laW)'er. We 'Te got one laW)'er. !elk. 

!letJena: I'd 11a7 1 11ailar• 1e perteotl,y all right. 

K. II.Jr: 1fhatf 

Viner: 8ta7 that 1 ineotar aa the oirouaatanoea ara alike, 
th11 t olloe a tha .odel ot tha Poatal 8aT1nga $Tate•. • 

Duttield: I haTe a eoaeehat e1a1lar euggeet1on; I'd 1ta7 1 th1a 
board ot truet.eee 1e eiailar to that eh1oh haa been 
uaed 1n the Poet.al 8aT1nga B,yet•. • 1 'l'll1e board ot 
trueteee• - that ' e all ee ••an to 11a7. 

Bell: I th.1nk that'• better. You'n sot to take out 'B.Jetea. • 
The t eo e7et.eaa are not analogoue or a1•1lar. 

Viner: But haTe tunotiona ei•i lar. 

Kaaa: The tunot1one are ditterent. 

Dutt1eld: "l'hia board ot true tee e •..• ,. 1 

H.II.Jr: Roe e oul4 thie be: 'The idea ot a trueteeah1p ie e1a1lar 
t o that ueed 1n the Poe tal SaTinse. • 

Altaeyer: Well, ot oouree, Viner aakea the point that that 11 a 
truet.eeehip tor the 1ndh1dual depoa1tore and thU 11 
a truateeehip t or the benetioiar1ee oolleot1Tel7. 

K. K.Jr: I'• eatiet1ed to uae the eord •analogoua. • 

Viner : The proprietor ot the depoai t e 11 etill the depoe1t.or. 

K.K.Jr: I '• eill1n6 to Ull the eord 1analogoua. • Would 
•analogoua• aat11t7 eTe~bodTf 1fhat.f Let.'• uee -
that. eaa your augeat1on, nen' t. 1t.f 

Dimock: Yea. 

H. II.Jr : Put 1t. 1n. Inatea4 ot •aiallar,• u .. the eord •analogoua. 
All r1&ht , J&kef 

Viner: I'd 117 ••o•eehat. analogoua.• 

R. K.Jr: Get together, Chioa&Q, baolt there. 

Regraded Unclassified



D1800ltl 

noer: 

H.X.Jl'l 

noer: 

R.X.Jr: 

Brown: 

D11ft1eld: 

O.et.oo: 

nnu: 

Haae: 

lhit.e: 

'fiet.Jeoe: 

O.et.oo: 

Brown: 

Vlner: 

H.II.Jr: 

fi.Der: 

R.J(,Jr: 

Alt. .. 1•r: 

131 
- 17 -

!hat wae 81 orla1JI&l lllll&llt.loa. I acr•• wlt.h V111er. 

Or I'd le&'l'l out the reterenoe t.o Poet.al llartaae, 
&YOld aD I&DDIOIII&r,r 111111, 

I 1d llltl t.o 1&7 that. . 

You oan ra111 t.he eue eort. ot 111111 t.hat wae et.anecl 
on the ot.her t.ruet. fund; •&7 1 1t.'e elallal' wt. lt.'e 
d1fterent. 1 - et.art. rahlng all t.he dlttereno11 . 

What do 70u 1&7, gent.l .. enf 

Rather than l o • e 1 t., I'd 111 1 eo•nhl t analogolll! . 1 

'lhat.'e prett.7 weak. 

Could 7011 111 1 t.hh tollowe the precedent. ut.abllehed 
1n the call ot t.he Poet.al. llaYlnge 1 f 

Or 1 111eotar • • olrou-etanoee are elallar, lt. a4opte 
t.he .o4el. ot the Poet.al llaY1n&e. 1 

Under t.hll one, t.he 8eoreta17 II&D&&II 

1 81a1lar 111 pr1no1ple 1 ? 

Aren 1t. 70u dllor1bSGg Juet. t.he Mohln1oe of }low the 
tliD4 11 11t. ~ aDd not. whit 70u o. do w1th 1t or wtlo 
1t. go11 t.o att.el'lr&l"def It. donn 't. 11e• t.o M that. lt. 
oarrlee al.l t.ho11 Ulplloat.lone w1 t.h 1 t. . 

I th1Dlt Rarr7'e lllll&llt.lon, 1 e1allal' 1n prlllo1Ple, 1 

11 pret.t.J good, 

That •••e• 1t, doeen't. 1t.f IS1a1lar 1D pr1no1ple. 1 

I t.h1nk. 1t 1 e better oert.a1nlJ than ola1.tn6 e1a1lal'1tl 
w1t.hout. q.al.1t1oat.1oa. 

I• 1 e1allal' 1n pr1no1ple1 ••••••• 

Yee, then that &1Yn 7011 an out. . 

What. do 7011 th1Dltf 

I'• d1et.urbe4 about. Viner'• q11e1t.1on . I neh he haAD't. 
rahed 1t.1 t.hlt. 111 one call 1t.'• tor the aoooUDt of 
t.he 1D41Y1du&l reo1p1ent.e, and 1D t.h1e oaee 1t.1

• tor 
t.ho11 oolleot.1nlJ. In other wor4e, we're not 

-
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oreat11'16 individual right. hera, and we don't want to 
aver get oureelvea in the poaition or creating in­
dividual r18hta, beoauae that liclta ua tor all tiae 
t o coae to change the a7etea, 

I don't ••• wh7 tbat'e laplied . 

I don't aee it at all. 

That'a a coapar1eon between the Social SecuritJ &Tatea 
and the Poetal Savinga Syetem. 

Your trueteeahip ao tar ae Pcatal 8av1nge ia concerned 
1a tor purpoaea ot management. The United statea 
Governaent ia reapona1ble t o the depoe1tor in Poatal 
Savings t or getting hie aone1 baolt. 'l'he truetee 1a 
there tor the purpoee or aanageaent or the tund and 
keeping it intact. Now JOu 1 ve got exaotl1 the aaae 
th.ln6 here and I have no obJeotiona to the wa1 it 11 
written. 

Well, would t hie be better: that 1 Th1a •Jete• ot 
trueteeahip, in ite aanagerial aapeot • . •••••• • 

lloRe7~olda: You've got too a&Q1 word• there. 

Dutt1eld: 

Haae: 

D1.aolt: 

H. II .Jr: 

D111oo1t: 

Oaat on: 

Bl ough: 

.Utae,er: 

V1ner: 

!hie now reada thle ~ay, 1t you wane to eee how it 
now: 1 Thie truateeahlp ie a1a1lar 1n principle to 
ueed in the Poatal SaviDge 87atea. • 

"the aanagement ot the Poatal SaviDge 87atu. 1 

Row about thie word .•• • ••• 

Go ahead. 

'The trueteeahip principle reaemblee that which ie 1n 
operation in the caee or Poetal Savinga.• 

You're ea;ring too au.ch about it. 

That' a about the appointaent ot the truet.eee. 

•such a board ot truateee would be eiallar to • ••..•• • 

You certainl1 have to leave out the private eavinga , 
beoauae the private aavifl61 continue to be private 
propertJ. 
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•suoh a board or truehee would be e1a1lar to 
that • ••••• • 

~ • •..•• eet up under the Poetal I&T1nge . • 

How haTe .rou got. 1t. now? S.,.1t. aga1D. 

:33 

• such a board or t.ruet.e .. would b e a1a1lar to t.hat. 
eet. up under the Poet.al 8aT1nga s.rnea. • 

1 Po et.al SaT1nge Aot . • 

•Postal 8&T1nge Aot.. • 

Per1od . 

Bow doee 1t r ead, Genal 

•suoh a board o r trueteee would be e1a1lar to t hat 
eet up 1D the Poetal 8aT1nge Aot. • 

'l'het 1 e u . 
Enr;ybod,y happ.r? 

I don 1 t th1nlt .rou oan ohallen&e that at all . 

'l'here are t hree 1n each caee. 

'Ire a ren't r e epona1ble, lilac , 11' t hey go aroWid ea.J1ng 
th1a 1a the eaae ae t .he Poetal 8aT1nge; we hann't 
aa1d 1t . 

'lfhe t a u.n ! 

You c ould aake 1t eTen etronger , I th1nlt, or at leaet 
aore generalUed, b.Y aa,r1ng t het t.he truehe pr1no1pla 
1e one wh1ch 1e ueed Ter;y w1del.r by aodern 4-., goTern­
aente , beoauee 1t talr.ee 1D a l l tboae publ1c trueh 

l Ute t he7 haTe 1n Great BrUa1n, !or exaaple. 

'lfell, 11' 70u 4on1 t. a1Dd 1 I th1nlt 1t Juet g1TU AU .. .rar 
a ohanoe through hie agen t& t o ea.J , .rou m ow, 1t 'e 
lUte t.he Poetal S&Tinge; but I eUll henn't. ea1d u . 
You .. ef 
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H.li.Jr: Are 70u (Viner) uahapp7 about. the •7 it • a dona? 

Viner: It.'e all r16ht. now t.o ae; I didn't. waat. t.h1a 
•ouetodian of priTat.a PT1nge 1 t.o so in. 

H.li.Jr : You people on the aouraere' beaoh there - all r16ht? 

Viner: All r16ht. now. 

H.II.Jr: llr . D1aoolt, all r16ht.T 

Dimock: I don't. know, I th1Dlt it.'e rather weak now; I don't 
know whether it ao~~liahee t.he purpoee or1Siaall7 
in aind, t.o refer tibaaalogJ. 

Bell: Doee he uaderat.and the Poet.al 8aTiDS• B7et.ea? 

Du.ttield: lluch better t o lean it. geaer.l. 

lloR: I '• perteot.l7 hapP7 with t.he change. I t.h1Dlt 70u get 
t.he point in. !hare 1e a lot. ot eir;n1tioanoe t.o t.he 
faot. that t.hie hae been handled aa a t.ruet.eeeh1p b7 • 
t.he Poe tal 8aTinr;e; it.' • reoor;air.ed, I '• perteot.l7 
happ7, I think 70U 1n got 1t. pcooteptJI4, 

H. li .Jr : 0. It, 

1 I alao reoo .. end t.he eat.abliebaeat. ot an ' old age 
1aeuranoe t.ruet. fund' t.o be hel4 1n t.ruet. b7 a board 
ot t.ruat.eea of t.ha f und and t.o be depoeit.ed 1n a 
epeoial depoe1 t. aooouat. with t.he \'reaeurer of t.he 
United 8t.at.ea. !he ol4 age 1neuranoe t.ruet fund would 
be aade up of (a) ooat.ribut.ioae oolleot.ed under !1t.le 
VIII of t.he 8ooial 8eour1t.7 Act., (b) inooae aooru1ag 
t.o t.ha truet. fund, and (o) a01 other aoae7 appropriated 
t.heret.o b7 Oonr;reae, 1nolud1nr; the balance now carried 
1a t.he ol4 ase reeer.e aooouat.. 

1!he board of ~ruat.eee ahould report anauall7 t.o Ooa­
sreee on t.he operation and et.at.ue of t.he ol4 age 
iaeur.noe t.ruet fund dur1DS t.he preoedinr; tieoal 
7ear and on i t.e expeot.ed operation and et.at.ue durins 
the next. the fieoal 7eare , report1DS and eeta&Uns 
t.he inooae of t.he fund, ita diebur .. aeate, and ita 
a .. et.e. !he board of t.ruataee ehould report troa tiae 
to time to Oonr;reee on t.he actuarial poeitioa of the 
fund. It. ehould aleo aalte a epeoial report t.o Oonsreee 
wheneTer the trueteee belieTe that during the eaeuiDS 
fin 7eare the t.ruet fund will aoeed three ttaee the 
hir;heet annual expenditures anticipated durins that 
fin-7ear period. !he trueteee ehould aleo report t.o 
Co~ee• when the7 t:.lien the reeer.e 18 tallinS undul7 
low. 1 
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I think that's a swell paragraph; there's a 
moutbful in t hat paragr aph. 

135 

•J. To improve public understanding of the 
purposes for which the funds ere collected 
I recommend that the t axes under Title VIII 
be t ermed •contributions ' levied under the 
Government' s taXing power. l h.1s terminology 
bas already been used in the Railroad Onem­
ploylnent Insurance Act. 

•The change to a contingent reserve system 
of old age insurance must necessarily i nfluence 
the r a t es at ~bleb the Government should collect 
contributions . • 

Yerdon just a second . Are you g oing 
word •contingent• or "contingency•? 
vibrating between the two . 

That's wbat we ' ll do. 

You want t o vibrate. 

to use the 
I see you•re 

I think i t ougbt to be •contingency reserve system.• 

I t' s not a contingent reserve; the r eserve exists 
f or a contingency . 

Stop vibra ting and make it •contingency .• All right. 

"I must advise Congres s that acceptance of e con­
tingency r eserve basis means t hat a t some future 
date eitber payroll taxes will have to be higher 
than the present Act provides or there will be a 
deficiency which the Government will nave to make 
up' from other tax sources. 

•on the other band, if a contingency reserve system 
i s adopted and if the schedule or tax rates provided 
in the Social Security Act reeains unchanged, we aaay 
have t or a few years, unless benefits are increased 
substantially, a reserve tund somewhat larger than 
would be necessary under the s t andard I have here 
suggested . However, the e~rly annual disbursements 
of .. benefits are neither representative nor cap their 
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amount be accura tely for ecas t a t this time. Con­
so~uently, it may be desirable t o anticipate a some­
what larger contingency reserva during the first few 
years of benefit payments . ln addition, the contri­
but ory old age insurance principle would be Jeopar­
dized i f, for the purpose of reducing the reserve, 
the r a te of contributions was reduced or inadequa t ely 
increased during the period when tbe public had not 
yet come t o understand complet ely t he essential depen­
dence bet'"een contributions and benefits . 

"I submit f or your considera t ion four alternative 
rate schedules f or old age insurance contributions. 
'>hey differ only as to tbe r ates wbicb would apply 
during tbe next three years. •be rate schedule 

• whi ch will. be most in ha rmony with t be ma intenance 
of s contingent •• •- would be •contingency,• wouldn't 
i t ? 

Uuffleld: :ies . • 
d.!I.Jr: 

nlt!lleyer : 

Duti"leld: 

rleogh: 

Altmeyer: 

Duffield: 

Reagh: 

"·· · contingency reserve on the s t anda rd previously 
proposed will depend on the benefit provisions 
fina lly adopt ed by Congress . These alternatives 
ore as f oll ows: 

All r ight so f ar? 

~ell, I•m disturbed by that language at tbe t op 
of tha t page, ~here you say "a r 6serve fund some­
wuat larg~r taan would be necessary under the 
standard I have aere sugges t ed," because you're 
suggesting a l!iBXimll'll and it won ' t be larger, wil l 
it, Reagh, than the maximum suggested? 

ltaxlm=? I thought we lltld worlted that out this 
noon, that it was all right - t he language was. 

On the basis of you~ estimat es of benefits, the 
maximum would probably be about twice . 

Tnen this doesn't make sense, does it? It isn't 

Can ' t lteep up '"itb the ac t uar las. 

I tried to cake that clear, tha t it never gets over 
twice. 

' 
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Reagh: 

altmeyer: 

H.li .Jrs 
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Aven under existing law? 

I thought we went back again - after considering 
this thing, we went back and said that it would 
not on the basis • •• 

Not on the highest of the five, highest in five 
years. 

~hat's even under existing law. 

That ' s right. 

But 1n the first couple years it ' s more than 
two &nd a quarter, isn't it? 

About two and a quarter in the very highest one . 
~xisting tax schedule, 1 mean. You're not 
referring to existing benefit schedule. 

Yes, I am r eferring to existing benefit sclledule • 

Wily, that 's Quite likely; yes indeed. 

Yes; there, you see, 1t1s all right as it is. 

lhis term "contribution" - I suppose it's much too 
late to register any protest. 

darry, Just one second. ~ould you hold it a minute? 

Oh yes, I can hold it a long time. 

I want to ask whether >~ltmeyer is satisfied. 

You sa,y the language is all r i.&ht? 

lf you maintain the present scale of taxes and the 
present scale of benefits, the language is all 
right. 

That's all right, because under the existing benefit 
schedule it could exceed; but not under any of the 
proposed benefit scnedules. 

I see . 

You satisfied? 
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Yes . 

White? 

Thls term • contributions• troubl es me a little . 
I presWDe you' ve gone into 1t carefully. I can 
see the justificati on for the term •a contributory 
system,• because that bas ac~uired a def1D1te 
significance ln social security li terature . It 
means a particular kind of sr. stem . But when you 
apply the term • contribution' to a kind of tax 
under the assumptions that it is u quid pro quo -
tha~ they'll r eceive a quid pro quo some time in 
the future and that t her efor e i t is not a tax but 
a contribut ion, it implies that all other forms or 
t axes, to =Y mind, are of a dif ferent charact er, 
something Cor which they do not receive a quid pr o 
quo, and I r ather obJect strenuously to that dis­
t inction. Probably it ' s too late. I don't think 
you could get away w1 tb that - calling 1t a 
contribution. 

Brown sai d most of t be other countries do that . 

Do they? 

It•s sort of an eye-wash, necessary eye-wash. 

It makes t axes more unpalat able. 

There are distinctions . 

This doesn't say t hat other taxes are not contribu­
tions. I t says these taxes shall be called contri­
butions. 

It does so by implication. 

vall it assessments. 

• Assessments• would be a good one. 

But the age-old term r or social insurance payment s 
is •contributions,• Just as •assessments• is used for 
other special purposes and"taxes• is a general word. 

llhat do you thi nk, gentlemen; nothing is too late 1C 
we ' re wrong. 
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! t hink "contributions• is all right. 

Wha t? 

I t hink "contributions" is a l l right. 

I 1 d be very unhappy if you took "contributions" out . 

darry d idn1 t not ice we put (!Uctotions a r ound 
•contributions ." 

Harry, you ~ow wbo initials your re4uests for in­
creases for your staff . 

We want to keep o1JD (llcR) bappy. 

\•here are we now? 

Top of 10 . 

•1 . Leave t he present r ate schedule unchanged, 
that is, 1 percent on employees and employers each 
from 1937 to 1939, inclusive , increasing to lt 
percent on each 1n 1940, to 2 percent in 1943~ to 
2~ percent in 1946, and t o 3 percent in 1949. 

I needn't read all these. 
accurate . 1'11 go down to 

I take it they're .... 
•kou wi ll observe that all of these plans provide 
for the existing schedule in 1943 and thereafter." 

You don't want t o use the wore! •tax scoedule"'' Just 
• scoedule•·? 

"Contribution schedule ." 

~ou don' t want to -.ualify •schedule"'' No? 

"Schedule of payments ." tlo, that ' s all r ight. I'd 
leave t hat . 

Jus t leave it, not rub it in, huh? 

No. 

Okey-doke. 

Regraded Unclassified



Bell: 

a .li .Jr: 

Viner: 

"ltoeyer: 

Viner: 

Alt::aeyer: 

a. l! . Jr: 

Duffield: 

li . I.I .Jrt 

Gaston: 

'-uffleld: 

li • .II .Jr: 

Gos t on: 

IIanes : 

AltMeyer: 

Viner: 

-26-

•Rate schedule.• 

No. You think 1t has to be qualified, Jue? 

•ell, you said 8 ex1sttng schedule of rates• or 
" existing r ate s chedule.• 

!lay I point out that at t he top of the page 
you say • present rate s chedule," but in two and 
three and four you speak of ~ax rates .• 

" · ·· increase the r a tes on e ach •.• "- let ' s l enve 
out the "tax . • 

I think the t erminology ought to be uniform all 
the way through. 

God, this crowd 1s t ax-shy, a.ren't tbE>y l 

In two it would be "increase the rates on each,• 
huh? I n three it would be •increase the rates .• 

Four. 

Four - "increase the r a t es .• We just won ' t have 
t exes any more. 

nren't tney going to be confused with benefit 
r ates? 

Seems t o me so. 

Huh? 

They might be confused with benefit r ates . 

Not if you r eud on. 

I •d leave the word •tax." It' s a -that's what we' re 
calling it now . You' r e suggesting a change, but 
now it' s called a t ax. You can' t get away from 
the pr esent tera!nology when you're speaking about 
the present. 

You can put it •ra tes lev1ed 0 ond then there's no 
question . 
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Look, we s t art with number one - •~eave the oresent 
r a te sclledule• - ei ther put in tile word •taxft there 
or leave it out in the r est ot the pl aces. 

put it in. 

• by no t "increase t he r ate scnedule" ' r ollow the 
same l anguage al l the way . 

• Leave the pr esent r a t e s clledule," tnen • • • • 

11 • • • the r a t e schedule on each • • • 11 

Wnht? 

Keep it uniform all the way through. 

Joe and two a re different. One constitutes a 
scnedul e as a whole, and i .n two and three and 
f our you' r e tal~ing about r a tes as specifically 
changed . 

It' s tile word •tax,• though, tha t ' s coming out. 

1 should t hinK the way i t is now is perfectly hll 
right. 

~xcept f or the wor d •tax,• whicb isn't uniform. 

nell , •tax •• • 

No t axes a r e uniform. 

It's a t ax rate . 
call it "incr ease 
and employers •• • " 

I don't see any - I'm willing t o 
the tax r a tes on each, employees 
What? 

I t ' s a r ose there by any otoer name that smells 
sweet . 

Cnenge your mind. since page f our? 

No, but I say tnat •s f or tne future; tais is the 
present. 

l'• e aaven't changed the language yet by law. 

Bell points out t ha t on page 9 , the l ast par agraph, 

I 
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I say, "1 submit f or your consider ation four 
alterns tive rate schedules • • •• • 

142 

• ••• t or old age insurance contributi ons .• l hen 
you s&y, "These alternatives are as follows: • You 
don ' t need, it see!lls to me, &ny t ning but your 

•schedules .• 

hOd you would leave •••• 

Cut out both "tax• and "rote, 11 if you want t o . 

You can call it •schedule . • 

"Leave the present scheaule unchanged ." And 'll'hat 
you going to say, "Increase t ho s chedule on each"? 

No, "the r ates . • 

•Rates• there, because i t ' s dlf(erent year by year. 

I think it adds to clarity t o put the "tex" ln. 

How would you do it? 

•Leave the present tax rates unchanged" and s t art 
each one of them with •Increase the t ax rates," so 
and so . 

How did you have i t in the first, top of page 1~? 

"Leave the present t ax r ates ••• • 

• •.• schedule ••• • 

You don ' t have to have uniformity between one, ond 
two, t hree and f our, because one deal s with a 
whole schedule. 

bll right. One just says, • Leave the present rate 
scnedule unchanged . " That's all right , Gene; l eave 
i t t he wny i t is. Put it bock the way it was. 

hll r ight. 

You (nltmeyer) don•t like it. 

• 
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No, 1 don ' t care . 1 think it would be under stood. 

l mean like it was before we atarted to fussing with 
it - just the way it was . 

All right back there, gentlemen? 

•Xou will observe that all of these plans provide 
tor the existing schedule in 194J and thereafter . • 

That 1 s a~l right. 

"I should like also to place before you tour tables 
which show annual contribution collections, annual 
benefit payments and the size of the old age reserve 
fund ~ver tbe next few year~ under each ot the t our 
contribution s chedules. In preparing these tables 
the Treasury has used tor illustrative purposes the 
intermediate estimates of ••• •- that's a new w~rd; 
"intermediate estimates" you' re going to call it 
insteaa of "h!gh-low.• ~on•t you like "high-low•? 
Wasn ' t it ••.• 

It was called the "mediwn-high" before, wasn 1 t it? 

llediwn-bigb. 

Anything to do with the size of hats? 

•Intermediate estimates• - that ' s what you people 
like, bub? 

I don't know whether I like it, but "mediu:a-bigh1 

isn• t good • 

Best we can do . 

All right - •intermediate e sti mates ••• • 

It• s all r ight. 

• ••• intermediate estimates" in brackets; put after 
it the word "Altmeyer• - • • • • of benefit payments 
based upon the proposals outlined by the Social 
Security Board in its report t o Congress. •hese 
estimates were supplied to the Treasury by the Board 
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and their inclusion of t hese estimates in the 
Treasury ' s t ables does not imply ei ther approval 
or d isapprova l of the benefit plans which underlie 
the e s time. tes." 

Don ' t you mean "the inclusion"? 

No- "end their inclusion in the •reasury t ables •• • • 

• ••• does not imply either a pproval or disapproval 
of the benefit pl ans which underlie the es t imates .• 

1het' s all r i ght. 

"This ma t er i al, I hope, will assist you in deter­
mining how rapidly contributions should be collected 
and how large the cont ingency fund should be. • 

I should thlnA that would be "in determining a t wha t 
r a te contributions should be collected. • 

" ... a t what r a te•? 

" . • • ut wbut ra tes ••• " 

"· . . rates .. " 

All right . All right? 

{Nods appr oval) 

• .•• at wha t r a tes contribut ions shall be collected" 
i nsteud of "bow r apidly•? 

Xes . 

"··· a t wha t rates contr i butions shall be collect ed 
and bow large the cont ingency fund should be. 

"Our experience under the Soci a l Securi ty ACt has 
been very br ief. VIe have been collect ing t axes 
under the ol d age provisions of the Act f or only 
slightly more than two yea r s . We have no t as yet 
bad any experience with the payment of monthly 
benefits . Periodic re-examination of the Act , 
therefore, is essential. I suggest t ha t prior to 
194.3 Congress again comprehensively re- examine the 

• 
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tinancial provisi oll4 ot t be Act. • 

Instead of Jay in& "I SU&&eat, • would it be all ri&bt 
to say, •I think it 1a most iaportant t hat prior to 
194.3 Conareu .: • • • Is tllat all r i&bt? 

•I think it is most important tbet prior to 1943 
Congress again comprehensively re-oxaatne tbe 
financial provisions of the Act. Pending that 
re-examination, however, I believe that the tax 
rates tor 194.3 and thereafter which are DOW in tbe 
Act should be r etained so that there shall conti.nue 
to be a definite prograa tor financing old age 
insurance on the statute books. 

"I firmly believe the old nge insurance program ot 
the Soci al Security Ac t constitutes a great and 
far-reaching constructive pr ogr am.• 

1 1 m glad you put that in. 

"Its planning, initiation and operation have been a 
tremendous t ask. That task bas been successfully 
carri ed forward over the past tour years. With 
proper r evisi on, the Act will provide a means of 
protectin& millions of our people agains t dependent 
old age. It w111 protect thea through enb.ancina 
their capacit7 to help the~elves and in plannin& 
tor e self- reli ant old age. It will prot.ect them 
and our societ7 from the dangers of paternalism.• 

I think that ' s all to the good. 

~ ~ o Mrs ~lotz) lhat last there - that's all new. 

Klotz: Yes . 

ll.!I.Jr: 

~>ltaeyer: 

I'm very happy over this. I want to thank everybody 
tremendously. 

There is one thing that I'd like to ask you, one thin& 
I'd like to raise a question about that I think ia al~ 
right ; and that is whether you want to go on record 
relative to going f r om this guaranteed .three percent 
inter est r ate to the average r ate. You see, we dis­
cussed that. 
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~ltw t? 

No mention is made of it. 

Don't I do it by implication? 

No. 

I don't? 

' 

1re d iscussed ttlllt . It' s" ._uestion of policy, sir. 
It gets i~to e r a ther det~iled explanation. There 
was a ~uestion of whether it shoul~ go into this 
statement, involving es i t does a r ather det a i lea 
explanation . un the other hand, we d i d discuss 
whether it could be said i n a sentence or two. 

I 'NBS going t o sugges t t ha t on page b if you wanted 
t o put i n a sentence Rhich would be very general, 
you could say , "The Secret a ry of the lreesury should 
be t he managing trustee for t he fund, with authority• 
to inves t it in Goverr,ment obligations yielding an 
aver aee r eturn of ••. -wha t ever this formula is . 

I 'd like before you a ey that - unless t nere ' s some 
good r eason I don't know about, I don't want to muddy 
the waters by r a ising the ques t ion of the J per cent 
r a te. In o ther words , I •d r a t her leave it at 3 
percent. 

I think it's a detai l which should be worked out in 
dr afting the act. ADd as I r ecall the memorandum 
that you read the other dey, they took out the 
authority from the pr esent Act t o i ssue speci al 
obligati ons . NoN, I think t hat our experience in 
the pas t year Justifies the aut hority that you have 
t o issue special obligati ons, because you c ertainly 
couldn ' t go i n t he mcrket at the pr esent time end 
invest 50 million ~ollers . 

~ou wont to leave it the r e? 

I certa i nly do wont t o l eave it. I don 't car e wha t 
r ate t hey use . I cert a inly want tnem to leave tne 
authority t o the becretory to invest eitner in the 
msrket or special issues . 
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I want to make my point a little clearer . I don•t 
want t o put something in like lowering the interest 
rete which would make t he people who are investing 
in this t'und think t hat 1 am uotriendly to the fund, 
becLuse I•m doing so much which is new and I'm a 
friend of the fund that 1 1n like to leave the J percent 
tning, or leave it Just - tba t part of it Jus t the way 
lt i s now, Dan, see? 

Thnt ' s really why it wasn 1 t put in in the discus­
sion. 

~ee? Because I•m doing so much, I don't think 
anybody who is insured under this can interpret 
that I•m trying t ,o s abotage t he fund. I don't 
think tnat's been r aised, but i t 1 lowered it 
from J percent tney'd say, •see, that ' s wha t 
•orgenthau is oo!ng; he r eally aoesn •t believe 
in tills thing. • See? 

Yes. 

So I 1o like to have i t - you see, wha t !Jan and I and 
the rest of us are up against - take ~ostal bavings; 
v1e 1 ve got 75 million invested in u special 2 percent 
note . Now, we ' ll hold thut until there is a break 
in the market - there always has been a break in 
the Government bond market - ond .men there is a 
sharp break "e will go in and invest. ••e ' ll walt . 
In tne meantime they ' r e earning 2 percent . If we 
went in the market and bought, we couldn't inves t 
for them - the best r nte t oday would be what? 

2! - the longest. 

2~ , and we ' d have to pay this tremendous premium. 

Not only do that, but push th~ market up several 
points by trying to invest . 

So • e •11 wait until there 1 s c. sharp break. We 
give them u certificate earning them 2 percent. 
But I'd like to leave the J percent thing alone, 
leave it Just as it is, so I can't be attacked on 
that front. I think it belps you for me to tuke 
that posit ion, doesn ' t it? 

• 
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Oh yes . '1he only r eason I r aise it is this : 
that Vandenberg and peopl e like t hat say you 
ought t o invest in either outstcndi ng issues 
o r original issues . I don ' t ltnow whether you 've 
got enough open-end issues, whether that would 
tie you down or not. Now, you can' t do that i f 
you' ve got en arbitrary 3 per cent rate; you ' d have 
to invest in these special issues because you•ve 
go t none tha t yield that much. 

Have difficul t y, anyway. 

••hat you want i s both . 

Ought to be able to do bot h . but whichever wey it 
is now, 1 1d like to leave it . 

Ne cm do tba t now - original issue 1n the market or 
special issue . 

Because f rom our s t andpoint it 1s - the • r easury 
s t andpoint , it ' s per fect, isn' t i t ? 

Absolutely . 

• 

And ther e ' s been no complaint f rom t he fund standpoint . 
I can defend that, because r ight now I can ' t buy 
anything wi thout put ting the market up a couple 
points . 

They' ve been calling these things on us, ~d f r om 
a psychological s tandpoi nt there is gr eat advant age 
if the inves t ments ar e the same as you ' d sel l to the 
public, if you•ve got open-end issues t hat are 
available. fn other words , I t hink from a psycholo­
g i cal standpoi nt it ' s much better t o t ake one of these 
~ issue speci al obl1ge tions . 

llo you want to be pr evented from buying l n the IIWrket 
except Lt a 3 percent ra t e? Tha t' s the existing law. 

I say I agree with t he Secretary t here' s no use in 
sticking ln this 3 per cent ; what I'm t al.king about 
is, what is in your mind when i t comes to the dr aft­
i ng? 

I•d like t o l eave t hat part of i t jus t as i t i s . 
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Well, I would certainly like to leave it as it is 
for this discussion, but when the ~ommittee gets 
down to drafting an ~>ct &nd t hey r a i se t ha t Ques­
tion, I think Ke could consider it . I don ' t t hink 
it makes much difference what ra te it is as long as 
we 1 re going off of t be Cull r eserve . And a t that 
time 1 thi(l)( t:e might consider changing the r ate to 
the average r a te of the public debt . 

nell, I •a like to have time, but after a l l I •m going 
up there tomorrow, the first person for the Adminis­
tration to testify - I'm t aking thi~ plunge in this 
cold water - and when I ge t t hrough I ' d like to have 
i t f elt tha t the Administration s till beli eves in the 
Socia l Security Act, and I think I'd be very vulner able 
if I b egan to talk about l owering the r a te trom 3 
percent to 21 o r 2, and they immedi a tely could attack 
me ther e . As fa r e s I can t ell, 1 1 m not - QY wha t ever 
sens e I have- 1 don' t- I can't see that I ' m 
vulnerable . And quite to t he contrary, I think -
1 nope I ' m right - th&t l ooking a t it, a s I put it • 
this mor ni ng , from the standpoint of 130 million 
people, I think it ' s a good document. 

One suggestion: whether you would consi der strik.ing 
out t b e word "financial" in tile phrase 11 I suggest 
tha t prior t o 1943 ~ongress again comprehensively 
re-examine the provisions of the Act." 

Ylell, the onlY point here - the 'J.reasury 1 s sta,ying 
out of t he benefit side of the t hing; Treasury ' s . 
staying out of the benefit side of the thing. 

Because obviously an Act of this kind, wbicn is 
supposed t o pr evai l over a period of several 
genernti ons, will nave to be subJect to c hange . 

That ' s whut we're saying . 

but I t hink t hat - I get the point - I tnink I 
better keep it on the financi al basis, aarry. 

~here's another ~uestion •••• 

Bow do you like it, Harry? 

Strikes me as very good. 
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Like it from the standpoint of looking a t it as a 
whole? 

Very good. 4 he only thing I 'm troubled about - I'm 
sure that ' s been carefully considered - i s that the 
excuse for the shift in position is o little bit 
thin. But if I knew more about it, maybe it would 
be thicker. 

It is t bin, Harry. 

• bat? 

~here is another ~uestion, if you have time. 

I have all t he time you •ll give 111e. 

~t tae top of page 9 there is n sentence which, 
if taken out of its context and ~uoted , would 
conceivably lead to misinterpretation. The sen­
tence reads as follows: •aowever, t he early annual 
d i sbursements of benefits are nei ther representntive 
nor can their amount be accurately forecast at this 
time. • One wor d that trips me up is the word 
• accuratelY·" The man in the street is liable to 
say 

1 
•'llby not accurately?" ''oulan 1 t i t be better 

to say "precisely•? And then the word •representa­
tive ." Unless somebody knows something about this 
subJect, he ' ll say, •wny aren't they representative? 
Uoes that mean we're going to get much less?• 

What would you suggest? 

1hat' s harder t o correct . 

I 

..:ould you leave out t ba t sentence entirely? Wouldn 1 t 
it go just as well? 

'!ba t's the excuse so that you don't • • • • 

Pret ty important. 

The sentence is? 
I•d say "preciSelY" is all right . I think "representa­
tive" is the word. 
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•el l, bow •-ould you explain t bll t yourself? Viha t 
does tha t mean? 

rlell, taken as " sample, it is not L good sample ot 
what will occur &s the system m~tures . 

~ell , do you mean are neither representative ot 
toeir magnitude - would tha t help, to put in e 
phr ase t o define "representative• ? 

"hY couleln't you put in parentheses a s t atement 
thut "because or the smaller magnitude," or so:ne­
thing like thllt •••• 

i don't .:now whether i t s1mpl1fies or 1 t confuses . 
I meh!l tne •lorn •representative" is a fairly well 
ADown word ; it me~ns, i s it & good sample? 

" hY htsn•t t he Secretary said enough 1f oe says 
" ··· t he &noUI! l disbursements or benefi ts cannot 
be precisely for ec&st at this ti.me•? 

n.. . in the early years .. • " 
• 

Well, t her e ' s another point ther e, that t hey ' r e so 
much smhller in t he early yeurs; t nat' s the importent 
t hing here . 

I tbink it' s all right. 

tlell, it says boto those words; tha t is, tney • are 
neith~r represent&tive .• . • - t hat is, t hey can't be 
taken &S a good sample of whLt will occur later -
• •• nor can their amount be pr eci sely forecast a t 
this time." There are two meanings there. 

You c ould say • normal in amount" or something l ike 
that . 

• ••• not normal ••• • - but • normal" has other 
connot ations . •Typic&~"? 

• ••• normal in amount" does it. 

• ••• nor mal in amount"- tnot' s all right. 

·•ell, let ' s go a ro und here. 
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Duffield: I like tnis better . 

J>rown: I like it tbe ay it 1s, really. I tb.1nlt it aaya 
wbat it means. Tbe word • precise• is all ri&bt. 

R.lt . Jr: I 1 ve still cot title 1t IIIIYbod¥ baa anotner tnoucbt, 

Dilllock: I bave one otber tnougbt. 

H.W. Jr: Uo you want t o get a tour o' clock (to Brown)? 

Brown: Sorry, Mr. Secretary, I'm supposed to go witb Kr. 
Viner at tour o'clock. 

R. lt.Jr: Going to New York? 

brown: Yes, sir; I bave an appointment up at Princeton. 

B. II.Jr: .:an• t be bere to110rrow? 

Brown: I Just can•t, sir. 

H. II . J": 

Brown: 

H. II.Jrt 

Viner: 

H. li.J": 

Alt11eyer: 

Duttield: 

I•ve gotten tbe mos t 

Thank you Yery muc.b. 

Very 11ueb obliged. 

Tbenk you tremendously, 8 lot. 

Good-bye . 
' 
Ever so much obliged. 
minute witb you . 

I'll Jus t s tep out 8 

(H.It. Jr. goes out witb 
Viner and Brown) 

(ii .II.Jr returns~ 

Well, I - now, are you (Altaeyer) satisfied? 

Yes . 

Only one otber tbing, ll.r. Secretary. Do you want 
to see tbe t ables wlaieb are - tne tour tables? 

You stay bebind a minute; I'll see tbea. 

Well, everytnill& ·all r igbt'l llisbt. Yo.u're (loltaeyu) 
coaing up, erenlt you, tomorrow? 
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~es. But l want to ask you some questions . I 
mean I wunt - there are three questions I tbink 
you1re going to be asked •••• 

All right. 

• • • that I think the answers ought to be ••• • 

Go ahead, please. 

"First, Mr. Secretary , as a member of the ~ommittee 
I should l ike to know whether you favor keeping the 
eventual benefit costs of this old age insurance 
system a t the present level or reducing it or 
increasing it?" 

Now, come over and sit on this side or tbe room, 
figure t1 vely speaking. How should I answer tba t 
one? 

~hat do you mean by eventual? 

I•d soy that was a matter f or the Social Security 
Board. 

I t' s a cost proposition for t he Treasury, t oo. 

How is it pc.ssible to answer tha t question until 
one knows more about what the fUture has in store 
for us? 

I'd say, "Well, I'd be very hesitant about amend­
ments tha t would increase the eventual cost or 
t his system" - something l ike that. 

Not quite the same thought as I expressed . It seems 
to me diametrically opposed. But bow is it possible 
for anyone t o determine the adequacy or tbe justifi­
cation of any given amount of benefit payments in the 
distant future? 

Ttlis is just bis policy, though, now. 

I didn't understand the way you put your question. 

Well , frankly, if I g et anytbing like tbat, I'm going 
to say, •Mr. Altmeyer, would you mind answering that 
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ques tion?• And I never hesi tate to do that. 

We ' ve answered it in our r eport; r eco!Dlllended tha t the 
eventual costs not be any greater, t hat any s chedule 
of benefits that ' s developed ouaht to r esult in,_ 
cost •••• 

•hat ' s the Social Security Board ' s recommendation. 

Yes • 

It need not be the Secretary 's. 

I 'd duck i t . I ' m awful good a t tha t, too . Now, 
let ' s have some more . 

You pass . 

Yes . •bat ' s all r ignt. Got some more <.Uestions? 

~es . liell now, then another reco!Dlllendation we made 
was tha t you combine, or ~ongress combine, the t ex 
titles, or in l ieu thereof at least make the 
defini t i ons of cover~ge or the base the same . 
Th~ot • s Titles VIII and n. . uru.t 1 s your r eaction 
to tha t? 

Jn, I' d simply say, •Gentlemen, I •ve just studied 
this pr ogr am from the standpoint of what I have nid 
in my sta tement , and I naven' t got anything to add 
t o t his statement. I haven't gone beyond what I 've 
got in t his statement . lf you ~ant anythi.ng else, 
the r epresents tl ve of the Social Securi t y board is 
here t o ••• " I meso I just wouldn't get i nto it. 
I' m only goint to talk on wnat I a ctually know. 
I •m not going to bluff . 

Before we get very much further a l ong in these 
hearings, they' r e going to s t~<rt a sk ing us f or 
figures, a l l kinds of f igures, ond t hey ' ll want to 
know up to 1980 on this k ind of a base, that kind 
of a base, every other k ind of a base, wru.t it's 
going to cost. •nat is going to be t he policy of 
the Government? nre we golng to try t o make guesses 
like we did four years ago until 1980, then find 
we've got a 50 percent margin of error? 

• 
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lly answer is, we're coa1n& 1n, we ' re estt.AtJ.na: 
tor ten years , aDd we are sucaest1ac ~ongreas 
restudy it in three years, and tbat I don't think 
anybody can go beyond tbat , 

lhe tables show it until •ss . 
Pardon? 

ioe tables show it until • SS. 

I thougb.t you boys said to cut 1t ott at ' 49. 

ihat•s tb.e tax r ate. lax rate stops at ' 49 • 

Do the same th1ac t or tltteen years; stiU reaa1ns 
sound. 

I tb.ougb.t tb.ey weren't going beyond '49. 

' ss. 
I've seen - tb.e 'SS is what I took to tb.e President 
because it has to run to 'SS to begin to show a 
detici t. 

It I were a member ot tb.a Coaaittee, I tb.ink I'd 
protest very strongly at tnat kind or an answer. 
I'd say, w~ere ' s a program tb.at contemplates a 
steadilY increasing cost tor old age benefits. 
Tb.ere aust be a IIU:imu. so•e tie~e. Just give us 
a n idea wb.at tha t aax:Uium is, and when.• 

Why wouldn't tb.at be an appropriate ti•e tor en 
actuarial expert to describe the nuaber ot !actors 
which are currentlY unknown and wb.ich would eodlty 
substantiallY any estimate, which eake it iapossible 
tor anybody with reasonable certainty to give a 
reliable estim&te, in Yiew ot the factors which 
are unknown? 

~e 're just about accurate tor twenty years trom 
now as we can be in the first year . In tact, our' 
first range in 1940 is from 75 million to 372 million. 
We aren't going to be any worse ott until we go to 
1980. . 

lhe answer - I • 11 aay , •lly sueas is as good as your a. 
It you want exper ts , we've sot experts here who can 
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testify .• 

lty point was Just simply tba t we ought to be 
willing to let our experts testify, qualifying 
tneir testimony in any way they want to, but 
giving their best guess. 

That ' s all right. 

~o ahead, llr . J.ltmeyer. ls tha t all? 

Yes . 

.!56 

liow, wbst I'd do is this . tlhen I'm stumped - I 
mean not Just because the question is difficult -
but if I don't want to answer - I can take it -but 
wben it's a question which needs an expert, I never 
hesitate to turn and ask one, see? And wbat I 
tbought .. as tbst we would not show this 1D advance 
to J er e ~ooper and tbe r est, and l'm not going to 
give them prepar ation to think up a lot of questions,• 
see? 1 1 m t aking this cold plunge before you witb ~ 
eyes partia l l y open. 

I was on for tKo hours t wo months ago . 'that ' s a 
long time ago . 

I know; a lot of things have happened since tben, 
incl uding Kamel . 

~. Secret ary, you will like,.ise sidetrac~ questions 
on the Townsend plan and all tha t sor t of thing? 

Oh yes, that ' s another serious question. "What 
do you think about the lo•rnsend plan?• 

"I'm not an expert on t bst." 

"NbPt do you thi nk about a sales tax?• 

I•m Just going to say, •Gentlemen, 1 1 ve Just gone 
as t ar as I 'm going to here. If you want to give 
me a lot of questions in writing, we' ll go back and 
give you the answers .• I don't .mow the answers 
and nobo<IJ here 1D the Treasury does ei tber. 

On the Townsend plan? 
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Yea. 

Why, I t hought that,,,, 

Oh, we wrote a letter killing the ~ownsend plan 
and tbe President wouldn ' t let me send it. ~bat's 
right here in the room. We spent weeks and weeks 
and weeks and weeks on it. Of course, that waa 
before election. 

Why couldn't the Secretary Y&ry appropri ately 
take that positi on? Bare 1 a recOAmendati on 
wb.ich has been confining his 'a ~tent1on ••• 

It tb.e Secretar7 takes tb.at poaitionL 'sy reacti~n 
would be, 1t I were a member of t he ~o;ommittee end 
there were newspaper boys around t he table tb.ere -
·~ell , tb.e Administration apparently doesn ' t want 
to face the Townsend agitation head-on,• and I 
think it would weaken the people on t he Bill lfllo 
have to withstand tb.e Townsend agit at ion if the 
Administr a tion doesn't indicate the economic 
effects of any thing s uch aa proposed under the 
t ownsend plan, and there would be a merry t 1Jtle 
and there would be no gain to the Secretary or 
to the plan . I s hould strongly urge Jogging it. 

Look at the time I personally spend on a thing 
like this. You••e seen it. 

Yes . 

Wow, I feel. tba t I' a prepa red to go as far as 
this stateaent goes. 

But there is a unaniJDi ty - I mean Ne have a halt 
do%en economists there and the essence of the ~own­
send plan i s Just a1 s i mple a1 A, b, ~.; , I mean t o 
say you're not an expert to flY mind doesn• t answer 
the question. 

Bow would you 11n.swer it? 

I•d say, •The to-nsend plan in effect is a multiple 
sales tax, and a mul t1ple sales tax is bound t o be 
a tex that pyramids; end in essence, gentlemen, the 
Townsend adYocetes pr opose t o encourage spending or 
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purchasing power by t aJd.ng spending or purchasing 
eower ." I 111e11n some simple sta tement like that . 

!low, if you wont t o know wb.at the e stimetes of the 
r eceipts will be and the incidence, I can't tell 
you, because t hllt varies with the kind of product 
tnat 1 s munufactured , • and all t hat business. &ut 
I mean the essence of tile Townsend plan is so simple 
and acce pted by economists as being of no validity 
tha t not to make a statement t bout it on the grounds 
tna t a person isn't an expert , it seems to me, would 
indicate tha t the Administra tion didn't vrant t o 
face lt. 

Rhite: Supposing somebody answer ed • ••• 

H . ~ . Jr : Just a second . You have t o be prepar ed for this. 
Now, I•m glad you brought it up. I 'm will ing to go 
up r.nd t alk on thllt sta te:aent, put ray nalle to it, 
say, "This i s for the 'dm1nistra t1on.• You•re willing 
to have me do it; we ' re both working f or the same 
fellow, and when it comes to t he Questions on which • 
I 1 m not prepared and I don't feel 1 llave adequate 

.answers , I 1 m going to turn ·to you and ask you to 
t alk f or t he Administr ati on. We ' r e both there 
r epresenting t ne President. O. K.? 

Altmeyer: O.K. 

B.J . Jr: 

1\lt:aeyer: 

H. II .Jr: 

~'nat? •nether they're financia l or o therwise . Decause 
you - tbis i s your life, this i s your • ork, ~ it 
isn' t mine, and I'm not en exper t on it and I 1

111 not 
going to get into an a rgument on tile Townsend plan. 

I a~ean we t ake - he r e we gave out a statement on 
gold; I suppose it really t ook - a l etter t o Wagner -
I suppose 1t r eally took a couple months to prepare 
a thing l ike that altogether - ! mean until we get 
the tiling r eady; and I can ' t Just go up and argue 
a bout • • • I can say like '-oOlidge when t hey asked 
him - wha t was it he said about religion? 

He ' s for it? 

oe said he's for it. 
WYes , I'm agains t t he 
will tell you •111 ·" 

So I con say, •I •m agin i t.w 
lo..msend plcn, but llr. Altmeyer 

(Hearty laughter) 
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•hey might say, ftJ.Ir . Secr etary, tills Town.send 
plan is a t~x measure. Shouldn't the Treasury 
be prepared to ens8er on a t ax measure?• 

Then they 've got to give me time. 
I 

I'd keep off it absolutely, because there ' s an 
answer t o tbat question, which will call for 
another answer, and it'll be a spri ngboard for 
some Senators who are studying tills plan; they ' ve 
go t a lot of f ellows who want t o make a good 
snowi.ng . ~upposi.ng tbey came back and said, •xou•re 
not interfering witb business, because the additional 
t ax is going to give ten bllli~n dollars in the 
course of a year of add1t1onal purchasing power, 
wh!cb is going to increase busi ness by ten percent,w 
and so f orth. I'm not speakl.ng of tne validity of 
the proposal ; I mean to say that it cannot be settl ed 
by s ome such obiter ~ as you pronounce, nnd it 
would mean getting into a discussion which I think 
is better avoided unless there is a lot of prepar e- 1 

tion ahead of time. 

Well, there is no preparation on my part . 

i think better avoid it. ano since Mr. Altmeyer 
i s certainly pr operly qualified, I should think 
you'd very appr opriately say that there is something 
he'd be glad t o talk on. 

vf course, tnere are tt<o sides to tbe ~ownsend 
pl an, you see, and we 've tried to confine ourselves 
in the Social Security field to the benefits. Now, 
tile t ax end of it is tile more important end from tbe 
standpoint of tbe a verage Congressman. See? 

Well , look, I'll Just bave t o use the technique I 
a lways use. ~hen there is a question asked me wbich 
I don't feel pr epared or qualified to answer, I don't 
answer it 

1 
and they can • t me.ke me answer 1 t; and I 1 m 

Just going to stick to my text and say, "Gentlesen, 
you ' ve asked me to come up here end t alk about tbe 
financial aspects of the Social Security Act. Now, 
I'm not prepared to talk about s oy o tber tied of 
legislation on pensions or benefits.• I'• not 
prepared and I ' ll Just stick by my guns. lh~t ' s 
all I'll have to do. But your askin& me these 
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Altmeyer: 

H. :.t.Jr: 

hltmeyer: 

"hi te: 

Altmeyer : 

H. li.Jr: 

•lhite: 

H.ll . Jr: 
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questions now enables me to make up ~ mind bow 
dangerous it is. I'll jllat have to s tick to 1t 
tba t 1 s all . It they say, •well wba t plan are 1 

you for?• - "Well, I ' m for t he ~ocial becurity 
Board and their plan. ~ow, as t o the modifications 
of 1 t, as to the effects on t he Treasury 1 this 1a 
wbat I believe in. Beyond that I can't go.• 

I know - I know it's - I•m taking lots of chances , 
but ••. 

'llell, you know the reason why I raise these 4Ues­
tions . 

ibey 1 r e helpful. Tbey're bel pful. 

'l bose fel l ows on the .lays tllld !leans Committee have 
spent two montbs now; they ' re s teeped in th.i s thing. 
They 've beard these economists on the Townsend plan, 
they 've learned an awful lot. 

That' s r ight. 

And I think with one or two excepti ons on the 
Committee they could give a pretty good econolllic 
anal ysis of the Townsend plan, and I think it will 
come as somewhat of a surprise t hat if tbey are 
experts - that tbe uovernment doesn't come f orth 
with something of an econolllic analysis along the 
lines that they 1 ve beard, and tbey •11 say, •Well, 
tbat 1 s r a ther s t range. I wonder just what this 
means: tbat the Government doesn' t take a flat 
position." 

Xou mean agains t it. 

I t hink you' ve given the bes t r eason why be should 
stick to tbe position he ' s just t aken: because they've 
been with i t for sever al mont hs and t hey can ask a 
lot of questions t hat can be embarrassing, even 
though there are good answers to them; but popped a t 
the moment , without any prel iminary s tudy and without 
any kind of attention such as has been given to this, 
it can give you a very bad half hour, for no good 
purpose . 

Nell, I'll pray tor a good day tomorrow. 
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a.u.Jr: 

J.lta~eyer: 

a.!I . Jr: 
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All ri.gbt. 

I•m very mucb obliged . •nd you' ll be tbere, won ' t 
you? 

Xes . 

All rigbt. 
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'f1tlee II an4 VIII of the Social 1Securit7 

.toot of 19:515 oharged the '1'reaaur7 with ruponl1bil1t7 

tor collecting the taxes for old age ineuranoe, 

tor admi.nistering the old age reserve aooount, and 

t or making the benet1t d18bureemente certified to it 

b;y the 8ooial Security Board. I ahould 11ke to 

submit to J'OU today eome consideration• bearing on 

these aepecte of t he old age ineuranoe progru. 

In 19:55 when the Act vae under coneideration, 

I urged adoption of a self- supporting contributor7 

old age ineuranoe e7stem in which t he future tax 

burdens on the beneticiaries would be lightened b;y 

interest earned on a reserve fUnd accUIIlulated b7 an 

exoees of taxee over benefits during the earl7 year• 

ot the &Jstelll. I believe now ae I believed then 

that a eound old age insurance e:retem auet be on 

a contributory bae1e. Our experience in these four 

;rears leade me, however, to recoaaend to 7ou an 

important alteration 1n the role which a reaerve 

fund ebould pla7 in this contributory insurance 

syatelll, 

rour 7eare ago when the old age insurance 

program vaa being planned, we expected that the .toot 
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ae paeeed would provide ol.d age aeour1t7 tor a t&1rl.7 

limited group in the oo-U!Utr. We real.hed, 

ot oouree, tbat maJI7 vorkere who might not be insured 

under the Aot at anr one time would l.ater obtain 

protection by ehitting 1nto ineured oooupatione. 

It vaa general.l.y supposed, hove~er, that the group 

eo shifting would be aaal.l. compared with the great 

uea ot -workers.. who throughout their vork1ng lite 

would remain continuoual.r either 1n the insure~ 

category or in the uninsured category. 

Because the limited group of employments 

tor which insurance vas pro~ided had been selected 

primarily upon the basia ot administrati~e 

!eaeibility, it did not seem ta1r that unineured 

perecne ehould be taxed in order to pro~ide old age 

benefits aa- ot-right tor the 1naured group. 

I therefore recommended to 70111' Oo~ttee in 1.935 

that the ol.d age insurance arstem be made eel.t­

eupporting trom pa.rrol.l. taxea in 1naurad emplor­

menta. 

Operation ot the Aot hae pro~ided e1gnit1-

oant information bearing on thie iaaue. Tbia 

information above that the extant ot migration, 

temporary or permanent, trcm un1neured to ineured 

16J 
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eaplo:raenh 1a far greater than vaa anticipated b:r 

the Preeident'e Oommittee on Koonomio leourit:r 1n 

19:56. In m:t last annual report, I pointed out 

that the oonee~uenoe of this migration was that 

t he eoheduled tax rates vere 1nauffioient to main­

tain the system on the aotuar1al reeerve bae1e 

provided by the law. 

!here ~ver, another and more 

oheer!'ul eoiO:tlKl')ll of this migration. J.to a oonee­

quenoe of the m.igration, a muoh larger proportion 

ot t he total population or the United States ie 

qualifying under the contributory e:ratem to reoeive 

old age benefits than had been expeoted. ~ M1 latest 

annual report presented the estimate that, without 

extension of the ooverage under the present law, 

80 per oent of the population of the United Statee 

ultimatel:r v1ll han qualified during their working 

lite for at leaat the minimUm annu1t:r under fitle II 

ot the Aot. 
fhis experienoe throve new light on our 

original belief that the Aot ought to be self­

supporting. rour yeara of experience han shown 

that t he benefit& or the Aut will be eo widel:r 

diftueed that supplemental tunde from general tax 
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rnenuu 11&7 be wbaUtuh4 -- wUhout wbatutUl 

1nequ1t7 -- tor 1:he expected intereet earnlDC• troa 

the 13rge reaerTe ccnte~lated b7 the preaent law. 

!beretore, it becoaea apparent that the argument tor 

a large reeerTe 4oea not han the Talid11:7 Which 

tour rear• ago it aeemed to poaaeea. 

!here ia no need at the preaent till~ and, 

I be lien, t here 11111 be no need 1n the near ~ture, 

tor aupplementing p&Jroll taxee troa general 

reYenue. for all olaaaea of benefio1ar1ea, the 

Yaluee of the benefits 'ldU.oh the Act proY1dea are1 

and for a long tiae will be, eubatuUallJ in exoeu 

of the contributions under the eobedule proY1ded 1n 

t he law. 

!here ia another reaaon tor quaat1ca1Dg 

the schedule of tax ratea and the reaultut reaene 

aet up 1n 19:10. We adopted a gra4u.al. atep-llJ) ill 

t he tax rate 1n 19:10 1n order to gin ill4uatl"7 u 

opport11D1t7 to accuetoa itaelf to the new taxea and 

eo aYOid an7 undue reetriotiYe efteote. !be trell4 

of buaineaa oond1tiona in apecitic tuture rear• 

could not , of oourae, then be aoouratelJ toreaeen. 

In periode of incomplete buaineaa recoY81"7 like the 

preaent, the ocntributorr old age inauranoe eratea 

:ss 
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ahould be eo tinanoed ae t o have the leaat poeaible 

deterri ng etteot on buaineae. It it, therefore, 

a pertinent queetion whether a eubetantial inoreaae 

in the tax rate ahould be allowed to ooour at the 

present stage or bueineaa recovery. 

The depressing etteot on t he American 

economy or the present disturbed state or world 

atta1ra JU.ltes i t eepecially urgent that at th1e tae 

ve do not plaoe any aYOidable burdene on American 

productive enterpriee. 

But, gentlemen, t hat i s only one side or 

the pi cture. Over against t hese taotora atteot1ng 

busi ness, your Committee will, or oourae, t ake i nto 

account the possible undesirable etteots on t he 

public underetand1ng ot contributory old age 

ineuranoe Vh1oh 11a7 reeult it the tax rates are 

not i ncreased at this time, eapeo1ally it increased 

benet1te are approved. 

Y1th t heee taotors in sind, I recommend 

t he t ollovill8 changes in the .lot: 

1. Ye should not aooumulate a reearve 

tund any larger than is neoeuar:r to 

protect the eystem aga1nat untoreeeen de­

ol1nee in revenues or inoreasee in t he 

• 

Regraded Unclassified



- e -

Yolaae of beufU ~enh. llpeo1f1o&llr, 

I voul4 eugeet to Ooocre .. tbat 1t pl&D 

the f1D&II01fl8 of the ol4 a81 1DIIU"IUIOI 

eretea with a T1ew to aa1Dta1D1rl8 for uee 

1n oont1ngeno1ee an eYentual reeer.e 

aaount1na to not aore thaD three t11111 the 

h1gheet proepeot1n annual benef1h 1n the 

ensuing f1Ye reare. 

2. !he method of ed•1n1etering the 

ol4 ace 1neuranoe reeer.e tun4 lhoul4 be 

ohange4 10 that 1t will be made clearer to 

eYeryone that 1t 1e a truet tun4 eatabl1ahe4 

for the benefit of the 1neure4 who haTe 

oontr1bute4 t o 1t. I reoommen4 ~ the 

oreat1on of a board of trustee• for the tun4 

to be ooapoeecl of the Oha1rman of the lloo1&1 

lleouritr Board, the lleoretarr of L&bor, aD4 

the lleoretarr of the !reesurr. !he lleoretarr 

of the h-eaeurr llboul4 be the J1AM81rl8 

truetee for the tun4. !hie eretea of truetee­

lh1p 11 e1allar to tbat ueecl 1n the Poet&l 

laY1nge lretem under Wbioh the Qoyernaent for 

111111 rear• hae been acting a• oueto41an of 

pr1Yate eaT1nge. 

~67 
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I al.eo reoomaend the eetabliehaent 

of an 1 old age ineurance truet fund• to be 

held in trust by a board of trueteee of the 

fund and to be deposited in a apeoial. deposit 

acoount with the Treasurer of the United 

States. The old age insurance truet fund 

would be made up of (a) ccntributione collected 

under !itle VIU of the Social. Securit:y Act, 

(b) income accruing to the trust fund, and 

(c) an:r other mone:r appropriated t hereto by 

Oongreaa, i ncluding the ba1anoe now carried 

in the old age r eserve account. 

'l'he board of trustees ehould report 

annually to Congress on the operation and 

status of the old age ineurance 11ruet fund 

during the preceding fiecal. :year and on ita 

expected operation and statue during the next 

fiTe fiscal. :reara1 reporting and eetiaat1ng 

the income of the fund, ita 41ebureemente, 

and ita aaaeta. The board of trueteea ahould 

report from t1.llle to t1.llle to Oongreae on the 

actuarial. poeition of the tund. It ahould 

al.ao make a special report to Oongreaa When­

ever the trustees believe that during the 

~ • • <o'"':- 'If" I ' 
' . . ·~ \., ':. ~ 

. •,. - ' - -
.~ ' ' • ,._ (' • 0 r ' 

_, ' .. - . ·~·. ~. 

:.ss 

• 
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enauiDS :tin )'eare the t:Net t'Wld will 

exceed three t1mee the h1ghut annual 

expenditures anticipated during that :tive­

yeo.r period. 'l'he trusteee ehollld &leo 

report to Congress vhen the)' believe the 

reserve is falling undlll:Y low. 

3. To imProve public understanding o:t 

the purposes :tor which t he tunds are collected, 

I recommend that the taxes under Title VIII be 

termed •contributions• levied under the Govern­

ment's tax1ns power. 'l'his terminology has 

already been used in the Railroad UneiiPloyment 

Insurance Act . 

'l'he change to a contingent reserve system 

ot old age ineurance must necessar1l:Y influence 

:ss 

the rates at which t he Governaent should collect 

contributions. I must advise Congress that accept­

ance ot a contingencr reserve baeie aeans that at some 

future date either payroll taxee vUl have to be higher 

than the present Aot provides or t here will be a det1-

ciency which the Governaent will have to make up :troa 

other t ax sources. 
On the other hand, 1t a contingent reserve 

system 1s adopted and it the eohedule ot tax rates 

• 
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provided 1.n t he Social Security Act remaine unchanged, 

we mq heve f or a fev 7eara, Wlleaa benet1te are 

1noreaaed eubetantially, a reserve fund eomewhat larger 

than would be neo•••&rJ under the etand&rd I heve here 

suggested. However, t he earlr annual diebursemente ot 

benefits are neither representative nor can t heir 

amount be aoouratelr toreoaet at this t ime. Conee­

quentlr, it may be deeirable to anticipate a somewhat 

larger contingency reserve during the tiret few years 

ot benefit pa)'lllents. In addition, the contributory 

old age insurance principle would be Jeopardized it, 

tor the purpose ot reducing the reserve, t he rate ot 

contributions was reduced or inadequately inoreaeed 

during the period 'ldlen the public hed not 7et oome to 

understand completely the e ssential dependence between 

contributions and benefits. 

I submit tor your consideration tour alter­

native rate eohedulee tor old age ineuranoe contri­

butions. They differ onlr ae to the r a tee which 

would applJ during t he next three 7eara. The rate 

schedule 'llhioh vlll be moat 1n hermonr with the main­

tenance ot a contingent reaerve on the atandard 

previouslr proposed will depend on the benefit pro­

vieione finally adopted b7 Oongreae. !heae alternative• 

are ae tollowa 1 

170 
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1. Leave the preaent rate aohedule 

unchanged, that is, 1 per oent on employee• 
~M 

and employers each 1937 to 1939, inclusive A . . ' 

1noreae1ng to li per cent on each 1n 1940, to 

2 per cent 1n 1943, to 2i per cent 1n 1946, 

and to 3 per cent 1n 1949. 

2. Increaae t he ..._.rates on each, 

employees and employers, troa 1 per cent to 

l t per cent 1n 1940, to li per cent 1n 1941, 

to 1-3/4 per cent i n 1942 and tollov the present 

schedule thereafter. 

3. Increase the ~ rates trom 1 per cent 

to 1-1/6 per cent 1n 1940, to 1-1/3 per cent 

1n 1941, 1i per cent 1n 1942 and tollov the 

present schedule thereafter. 

4. Ot!it the inorease i n ~rates troo 

1 to li per cent scheduled to take place 1n 

1940, but step up the ratee 1.n 1943 and tollov 

the present schedule thereafter. 

You will observe that all ot these plane 

provi de tor t he ex1et1ng schedule 1n 1943 and there­

attar. 

I should 11lte aleo to place betore you 

tour tables vb.1oh show annual contribution collections, 

annual benefi t paymente and the e1ze ot the old age 

:71 

• 
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reaarn tuD4 oTer the nan few 7eara UDder eaob of 

t he four oontri buUon aohHulaa. 111 preper1.Jic thaae 

tablea the !rea.ur, bae uae4 t or 1lluatratiTe pur­

po .. a the 1Dtera8(Uate eaUaatea of benefit pa,.enta 

baeed upon the propoeala outl1De4 b7 the loo1al 

Seourit7 Board 1D 1h report to Oongreu. !heea 

eaU.r.aatee were aupplled to the !reaaur, b7 the Board 

and their 1Dolueion of theee eat1aatee 1D the 

Treuur71 e tablea doea not 1llpl7 eithlr appronl 

or d1eapproTal of the benefit plane vhioh underlie 

the eat1aatee. !hie aater1al, I hope, will &la1at 

rou 1D determ1n1ng how rapidl7 contr1but1one lhould 

be collected and how large the contingenc7 fund 

should be. 

Our experience under the Social 8eour1t7 

Aot hea been T8rf brief. Ve han been oolle<lt1DC 

taxee under the old age prortalone of the .Act for 

onl7 el18htl7 aore thaD two reara. Ve haTe not •• 

:ret had &nJ experience with the ~ant of aonthl7 

benet1ta. Per1od1o re-en•SnaUon of the Aot, 

t herefore, 1e eaaentia1. I augg .. t that prior to 

194~ Oongre11 again oa.prehena1Tel7 re-ex••Sne the 

f1Dmo1al proT1a1ona of the Aot. PencU.ng thet re­

exaaination hoveTer I belieTe that the tax rata• 

• • 

112 
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for 194~ &114 thereaner llhl.oh are DOW 1JI ~ .&at 

abould be retained 110 that there aM.ll oont1Jiue to 

be a def1D1te progr• tor t1n&Do1Jia old ece 1Jieurmoe 

on the atatute booke. 

I t1rml7 belle•• the old age 1neurenoe 

program of the 8oo1al lleour1t7 A.ot oonetltutee a 

great and tar-reaohlng oonetruotln prograa. U• 

planntng, 1n1t1at1on and operation ba•e been a tre­

aendoue taek. !hat taek bae been euooeeetull7 

carried forward onr the put tour r•ar•. 1f1tb proper 

revieion, the A.ot vlll prortde a mean• of proteot1Da 

million• of our people aga1net dependent old age. 

It will protect t hem through enhancing their oapao1tr 

to help themeel•e• and 1n planning tor a eelt-rellant 

old age. It v1ll protect thea and our eoo1et7 troa 

the danger• of paterna11ea. 

:73 
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l!r. A. J . .u 1M,yv I 

Chairman 

Jack B. Tat., 
General Counael 

SOCIAL SECURITY BoARD 

INTE .. Ofii'P'ICE <;Ofti4MUNICATION 

Proposed chliiiP• conc.rni.Jic Old Age Resene Account 

D•TC 1/&rch 2)1 19)9 

Pununt. t.o your request, ~. calhoun, ~. ~. Jlr. st&daq, 

and I met with ~. '1'1at.jena and ~. Feidler laat night in, order t.o 

p~pare the at.~nt of changes oonceming the Old .&ge Reaene Aoccunt, 

W!'ll.ch you proposed . . . 

We were in -.rreement. that a et.tement, such as the following, 

1r0uld be appropri.at. a 

(1) '!'tie t.axea under Title VIn ehall be designated as •contri­

butions. • 

(2) It. i .a turt.her auaeet.ed that. there be c reated and eatal>­

llshed a fund to be known aa the "Social Ineurance Truat. Fund, • t.o be 

held in truet b.r the Board of Truat.ea of the Social Ina\U'llllce Truat 

Fund and t.o be depoe1 tad in a .pecial depoai t account. w1 th the Treasurer 

of the Uni tad St.at.e. Die aonies in the Social Inauranc. Truat. Fund 

shell not. be covered 1Dt.o the Treuur,y of the Un1 tad Statae. 

'!be Social In8urmc. tnlat Fund eball be ....S. up (l) of ao.aiea 

appropriat.d thereto out of the Treaeur;y b.r Congreae (1nolwl1nc the 

moniea now cerried in the Old .Ap Reeerve Account ) J (2) aoniee collected 

lu wrq of •ccntribut.iona• Wider T1 t.le VIII ot the Social S.curil;r Act. 

It is oonteoq)lat.ed that tha •contributiona• w1ll be p&14 direct.lT into 

til& trust 1'~ and w1ll not be covered int.o the TreasUJY and then appro­

priated out. (3) All int.r .. t , inoXW*lt, or profit. realised in opera-­

tine t.be truet tuDd aball accrue t.o tha fiUld. 

Tbe Secretary ot the Treaaur,y ahall be tba a a.naginc truataa ot 

tho Board of Truataaa of tha Social Inauranc. Truat Fund . '!be Social 

Insurance Truat Fund ahell be depoaited in the apecial deposit acoount 

and 111 thdra.\ theretrc:n b.r tbe S.cretarT ot the Treaaary and u •anaginc 

truat.e the Secretary of the Treuur,y ahall e,._.oioe all tl.acal ccmtrol 

over the Social Inaurenoe Truat Fund. In that capaci V ohall hen ex­

cluain authoriV t.o innat. or reinnat the aoniaa in the fond. It ahall 

be the duty of the Secretary ot the TreuUJY to imut euch portion ot tba 

monies in the flmcl •• are not, in hie j'adpent, required to - t current 

neadl. '!be Secretary of the Treaeur:r eball 1nva1t onlT in int.reet beerinc 

obllrationa ot the United Statea or in obl.icatioaa guerant.aed aa to both 

Principal and int.reet b.r the United Stat.a • 
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For purpoaee ot i.anetaeot, Reb obliptiou 111\T ~ acquir.cl 

b7 tile Secretar.r (l) on orig1JW. ia~n~e at par, or (2) b)" purc1aaaa ot 
outet.ll'lding obliptiOD.t at tbe ll&ftet price. 'lbe interest ;yield on 
obligations in 11hich tbe Secretuy ~ i.aveet eb&U be not lees thaD 
the average rate ot interest provided !or in section 90/,(b) of tbe 

Social Security Act. 

:. 75 

(3) 'Die board of truateea eb&U ~ ~ ot the Secretar.r 
o! tile TreuUIT, CbaizsaD ot tbe Social Secur11;y Board, and the Secretar.r 

of ubor , whose dutiea eb&U ~ to report a.anuall;r to Concre•• •• to tba 

operation& and statue of tbe Sooial Irururance trust Fund during tbe pr.­
ceding fiscal Y"ar and during tbe next fi.,. fiscal :yeara. 

lll.tb regard to (e) inCCM !rca 11hate.,.r source, incllld.l.Dg ce~~tri­
butione and intere&tJ (b) diabure-nta ot e.,.r;y character pursuant to 
pa.ymente UDds.r Title n ot tbe Social Secllrit;y Act; (c) the asaeta of 
the truet fund, including caeb md eecuritiea and their ;yield. 

The board eb&U &lao, from tiJoe to time, include special actua­
rial estimates having a beariac on tbe general fie cal condition ot tba 

fUnd. 

The board ot truateee shall aake a apecial report to eoncre ... 
whenever 1 t shall appear to tba board of truetees that during the 
enauing five yeare there will ~ a balance in tbe Social Ineurance Trwtt 
Fond greater than three ti.aee tbe hi pet a.an\IU e:cpendi tuN antioipated 

during auch period. 

• 
• 
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Diseat of 41aouaa1ona at 
aeeUqa on th8 4ratt1J18 
of the leoNtarr'• loo1al 
leour1t;r atate .. nt of 
J!ar9h 24. 1~:5~. 

A group of aore than tvent;r oftioiala froa 

the freaa1J17 Departaent, the loo1al leour1t;r Board, 

:7s 

and the Labor Departaent aet at :5:30 Karoh 22D4 at th8 

!reaeur:r, lnoluded 1n thoae attending the aeet1ng "" 

111'. Blo\.18b, Mr, Koker, Kr, lleagb, Kr, Baae, 111', !1etjena, 

111'. Feidler, Mr. M\U'phJ', Mr. Molle;rnolde, Mr. O.eton, 

Mr. Deniel Bell, and Mr. Duffield of th8 treuur:r Depart­

aent; Mr. llarehal.l D1aoolt, Seoond Aee1etant BaoNtar:r ot 

the Departaent of IA.bor; c.:nd 1Cr. Wilbur Cohen, Xr. Itt. John, 

an4 Mr. Oa.lhonn of the loo1al leour1t7 Board. 

A prel1a1nar:r dratt ot a etateaent b7 the 

Seoretarr wu present h the IJ'OI.IP b;r Mr. Blough in be­

halt ot h1aeelf and Mr. Duffield. !he loo1al Baourit;r 

Board repreeentath .. and the aot:uariee a11erted t:hat t:he 

etateaent vb1oh approaohed the problea t:hl'Ough t:he e1&e 

ot the reeer•• tunA ooul4 not logioall7 4o eo without: 

tiret 41eoueeing the queet:ion ot benefit: pa;raente. 

Mr. Blouab and Mr. Duttield .and other !re&IIJ17 repreeenta­

thee ueerted ...._. t:he Baoretarr'• bel1et that: benefit -
P4Q'IIenh .. re not: an appropr1ah •Uer t or !N&ell17 
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rec04111ea4at1on. !'be 41eoue1oa of ~ ...... 1tJ of 

aenUoD1Dg benefit pa;raente lee\ Ill". llollaJDOlde t o the 

ccnclueion thet ~ leorebz'7 ehollld not be the tlz"et 

rltne .. tor the Oonl'lllltnt dnoe be oollld not 41eou .. 

the benefit e1de of the progre.a. .t.ooo1'4.1os17, 

17 1 

Ill'. MclleJDolda t&llted w1 th Ill". .tJ. taeJer on the telephone 

urging that the b1al leourUJ Bo&l'd llhollld open the 

OoYel'DMnt 1 e het1ao~. Mr. .tJ.taeJer obJected to th1e 

procedlll'e. Mr: MolleJDOlda alec telephoned leoreb.I"J 

Korgenthau to urge th1e po1Dt ot rtev &D4 the lleoNt81"J 

reaeaerted hie deelzoe to teat1fJ before leaY1Dg tor a 

Yacat1on. Mr. Dutt1el4 euggeeted that the etateaent 

could be worlr.ec\ out without touching the benefit tide of 

the quut1on &D4 offered to re4ran the pNlW•nel')" 

etatement with the help of hohn1oal ezperte &D4 re­

eubaU u 'f9 the gro~ at 7::50 that enning. At 7::50 

on Maroh 22D4 Mr. Cohen, Mr. lt. John ot the Social 

lecurUJ Board, Ill". Baal, Ill". lll&l'pbJ, Mr. Blough., 

Mr. '1'1etJene, &D4 Mr. Dutt1el4 ot the 'l'rluurJ a&&1a 

aet to 41eou .. a rertdon of th1e etateaent prepared 1D 

the 1Dter1a bJ Ill". Blough, Mr. !1et Jene, Ill'. lolr.ar, and 

Mr. Dutr1el4. Ill". 11aaa and Mr. llll1'phJ obJected to the 

JuaUt1cat1on stnn t or the 'l'reaiUI"J ' e obaDge or pod­

t1on e1Doe 1~& on the queet1on of a tllll reeern t or 

old age 1neuranoe. !bie Juet1t1oat10n ae t hen written 

etated that a large reee"e vae not teadble beoauee of 
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the UIIPtaUon h ra14 U and epeDd U tor parpoaea 

'lfb1oh would not banet1t the pereone oontr1baUnc to 1ibe 

twld. 111". Baae aD4 111". ll1ll"pbJ naeeted that the 

freaBUrT would be aoouaed of hartDg 1"&1414 the tw14 1a 

the past and IU'glltd that a ati"'nger etahaent oould be 

aede on the behalf of the faoh preeenhd 1a the 

8eoreta17 1 • Arulual Jleport on ai8raUon of worltere tro. 

uninllll'ld to insured OOOQPaUODI. 111". Dutt1eld laid 

he underetood that the point about ra1d1ng the tund wae 

one vh1oh the 8eoreta1'7 wanted 1D hle etateaent 1D 

aooordanoe With the 41reot1one he had g1TeD at a aeet1nc 

1n hle oft1oe at noon on Karoh 22D4. While the reet of 

the grovp went onr other port1ona of the atateaent 

111" . JlurpbJ' dl"atted hla nggeeted eubeUtute tor JuUf)'-

1ng th.e lhltt of a tull oont1Dgeno:r reeerTe. 

111". Mo!le;rnolda aD4 111". Gaston Joined the group at e ~~ 

'lfben 41-••16n waa renaecl on the queaUon of Jut1f)'-

1ng the oonUngeno:r reaerTe. llwJ both aJ'IIll4 

etrenuouel:r aga1net the Juet1t1oat1on on grollD4a that 

the tllD4 would be ralded, eupport1DS Ill'. Baa•' &4 "'•· 

111". Dutt1eld again aeeerted hle bel1et that the horet&rJ 

wanted to uae th1a &l'lllllent . At 1ibe oonolulon of the 

aeeunc u wae agreed that 111". BloUCh, 111'. llarpllJ, &114 

Xr. Duffield would reYlaa the etateaent an4 eabo47 

the aaterlal nlaltted 1n roa8b 4rat1; bJ Ill'. lflll1'llbT 
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aa well aa •inor rerta1on1 broupt O'llt b:r t he llooll4 

readiJig of the •tahMnt. !he reiUl.Unc nra1on of 

the 1tateaent va1 preaented to the 8aoretar:r at 9:1& 

on Xarob ~rd. .U 11:00 llarah ~ Dr. V1nlr, 

Dr. Douglu Brown, Mr. Baa•, Mr. Blough, Mr. Duffield, 

and, later, Mr. 1'1atJena and llr. Re83h •et to re-r1ee 

the etatement again 1n aooordanoe with 1ugge1ti on1 

11h1ch dneloped durinc the Seoretar:r 1 • f1rlt rea41DC 

ot the propoeal. 1'be ohancea were pr1ur117 1n 

language except that Dr. Viner dictated a brief new 

paragraph emphasising the dlaturbed etate of vcrld 

affaire and ite dapre111DC effect on AaerlO&D bue1ne1e, 

and Dr. Brown a new paragraph prai11Dg the 8ooi al 

8eour1t7 program and ih denlopaent to 4ate. Both 

Dr. Viner and Dr. Brown auerted the belief that the 

Seoretar:r of the Treuur:r ehould oont1n'lllll7 1treu the 

neoe1eit:r of keepliiC the program 101-rent and lhould 

1ugge1t ••thode for do1nc 10. !hie -rer1ion, -r1rtuall:r 

the final one, vae 1u~1tted to the Seoretar:r at 2::50 

March ~rd. 

J:8D 
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sta~nt by Secretaz7 llorcentbw Before tilt 

Wll1"' and !Ieana ca.ittee at the Boue ~ 

Repreaentativea, Fri~, l!az'oh 24, 1939, 

180 

TitJ.ea n and mi ot the Social Seour11;J Act of 1935 cbarpc1 the 

n-e~wy with responaibllity for eolleotU. the taxea JI)r old qe ~ 

anee, !or adm1nisterU. the old qe resel:"t'e acCOIII'It, and for ~ the 

benefit disburaemente cert111ecl to ·it by the Social Securiqr Board, I 

should like to submit to :you toda;y some considerations bearl.ng on these 

sepects of the old age ineurance program. 

Dl 1935 when the Act wu before th1a Coaoittee, I uraecl adoptiClll 

ot a sell-supporting contributory old 888 ineuranee system in which the 

future tax burdens on the beneficiaries l!Ould be liihtened by intereet • 

esrned on a reserve fund acCUJ:IUl.ated by an exceaa of taxea O'ler bene!ite 

during the aarl;y ;years ot the system, I beli.,...e DOW as I bel1.....ecl then 

t11&t a aound old qe ineurance s;ystem must be on a contributory baaia, 

Our experience l.n these four :years leads me , however, to roco..,.,nd to 

:rou an important a1 teration in the role which a resel:"t'e 1'lDd abould plq 

in this contributory insurance system. 

Four ;years a&o when the old ago ineuranco program wu beU. planned, 

we oxpectod that the Act as puaod would pro'rido old aae aecur11;J tor a 

faal;y lim.ted group 1n the cOCIIIUlliqr, We rcaliaed, of course, tl1&t 111&1\Y 

workers 'IIIlo miaht not be 1neurod under tho Act at 8111 one tilllc would later 

obtain protection by shirting into insured oceupationa, It was ceMl"&llT 

SUpposed, bowe;w , tbat tlw group eo ahi!ting would be lllll&ll COIIPU'ed with 

.. . tbs croat !"a9S ot workora, who throu&b<Nt their working lite liOuld remain 

aont1nuoual;y either 1n the 1naured catogoJ"T or in tbo un1naurod categoJ"T, 

-
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aecau.so tbe limited group ot eeploymonto !or wbich 11\aurancc wu 

provided had boon selected prima.r1J.J' upon the baais o! ~trstiYO 

!cMibility, it did not scom !air tlu>.t unineurtx!. porsons ehould be taxod 

1n order to prorldo old ago benefits ae-o!. right tor tho 1Murtx1 group, 

1 U10refore rocor:cended to yov:r Co=ittco in 19)5 that tho old qo ~ 

ourance system be Mdc self-support~ .t'roCI p~ll texoe on insured c ... 

ployccs m1d their omployore , 

Operation of the Act has prorldod significant intormation boar1.ng 

on this question. This intOTIIIation shows th&t the extent ot 111Uation1 

tocporary or pormanont, from uninsuroo to inaured CJ!lPlOyT.lOnt is tar 

srcator than waa 1\SSumod by tho President •s Comr.d.ttoc on Economic 5eCUl'-

1ty in 19)5, In 711!1 last annual report, I pointed out th&t tho conaequonco 

o! th1o aiarnt ion wns that the scheduled tex ratoa '11Cre insutficient to 

maintain tho syetcm on the actuarial r osorvo baeis provitled by tho law, 

Thoro ia, llmlavor, another and mora ehcorf'ul result or this 111Ua.­

Ucm , As a eonacquencc ot the J:duation, a =.1ch larger proportion of the 

total ;x>pulat1on of the United States is qualitying under the contributory 

system to roeoivo old ago benefits than hnd boon oxpcctod, l'Y lntoat 

annual report presented the estimate that, without extension o! the ea.cr­

qc un:lor the present law, 80 por cant of the popl>lntion of the Ullitod 

Stntos ultinla~oly will hsvo qualified durin& their ~rldne life for at 

l co.st the minimum annuity undor Title II or tho Act, 

Thia axpcricncc throws 0011 light on our origi.n&l bollof that the 

Act ought to be sel!-support1.ng, Four years o! oxpcrienco have al>owll that 

t ho benotita or tho Act will be so widely difi'used that aupplo:oental !\lndAI 

£rom ccncral tax revenues may be aubetitutod - without aubatantial in­

equity - t or a considerable proportion of the expected intoreat co.rn1nga 

• 
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rrco tho lnrgo reo<>tVe contanplatocl by tho present bw, Therefore, it 

becOCOCS cppnrent thnt the crg1.1Hlnt for " largo reserve d.ocs not hnvc the 

validity vm1eh four years ago it seemed to poaaeas , 

ThOro ill no need nt. tho prcsont t:l.mo and, I bolieve, there will be 

no nood in tho ncar future, for supplementing peyroll tnxos from general 

revenue . For all clru;ses of bcnoficiarios, tho values of the benefits 

r:hich tho Act provides nre and for 11 long time will be substantidl.y in 

oxccas ot the contributions l:lldcr the schcdulo provided in tho lm,, 

Thoro 1a another reason for qucstionina tho schcclulo d tax rates 

tnd the resultnnt reserve set-up in 1935, We ndoptocl a grndual ste~up 

in tlr tAX rate in 1935 in order to give indUDtry sn opportunity to ac­

c\Ultom itself to tho ne\7 taxes and so avoid 4l'IY undue r estricti ve ef!ecta , 

ThO trend of business conditions in specific 1'\lturo years could not, of 

course, then be occuratoly foreseen, In periods of incomplete business 

recovery l1.ko the present, the contributory old nge insurance system should 

be so finnnccd cs to have the least posaiblo deterring effect on busineSS, 

It is, thoro foro, a pertinent question ..mother a sub<rt.Mtial increase in 

tho tox rate should be allorrod to occur at tho present stage of business 

recovery. 

• 

Tho dopreasire effect of tho present dioturbed state of li"Orld affairs 

upon tho Americnn ocono~ey makes it especially urgent tht>t at this time we 

do not plrco any avoideblo burdens on AmOrican productive enterprise. 

That is only one side of tho pioturo. over tlllainst these fnctors 

affectinc business, your Colreldttoc will, of course, to.ko into account tho 

posoiblt. undesirable cfl"ccts on the public undcrotsndin& of contributory 

old age insurance >.hlch r:oq result 11' tho tcx cchcdulo 1a disturbed at 

this u..,, ~speciAlly if incressed benofits are ai'P"""od• 
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With these !actors in 111n:1, I roc~ tho f ollC*inc cbanpa 1a 

the .tctl 

1 . Tic ahoull:l not acCUIIIUl.ato " roaeno fund ~ larpr tMn 

u noeossary to protect tbe syat.ca &&ainat llllt'oraeeec clec:J<._ 

1n l'(lYOJlU(!s or inereaaos in tho vol"""' of benefit J18i1"*1ta, 

Spec1!1cal.4', I would aucscst to Congreaa that it plan the tinaJ>.. 

cina ot the old qo insurance ll)'at<a w1 th e view to llaintal n1 nc 

·for uao in oontinaoncioa an eventual roscrvo amounting to not 110re 

than three times the highest prospective ILIII1Wil bonetita in tha 

c~ five yeors, 

2, The ~~~etbod of administering tho old ~~go insurance reserve 

fund aheuld be chAnged so that it will be csde clonrer to eT11'70ne 

thtit it u " trust tun::! ostabliabed for tho benotit of the :l.neurcd 

J wbo haYe oontr:!.buU>d to it, I recannond tho crontion ot a board 

ot trustees tor tho 1'und to be oompoaed of the Cba1nlen of the 

Social Security Board, tbe Secretary of Labor, and tho Sccrow.z,-

or tho Trcnnur.r. The Secretary ot the Troll!N17 ahculd be tho 1118l>­

ll8in& trustolo for the tund. Such " board of trwJtc->s would be 

siall<~r to that sot up in too Postal Savini;e .Act. 

I nlao rocor:llllllnd the oetnblietnont ot an •old ago iniiUrlliCO 

trust tund• to be held in trust by a board of trustees and to be 

depoaiU>d in n spocilll account in tho 'l'rcuury, The old age 1J>.. 

surance tMillt tund tiOuld be IIIOdc up of ( n) oontributione oolloctod 

under Title VIII ot the Social Security Act, (b) in"'** accna.ing to 

tOO tn~st tuncf , md (c) an:r oUior f!O&tiT approprietcd thereto by 

Co~cns , inel~ the bc]..ance """ carried in tho old '«" reaene 

account-. 
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The board or trustees should report ~ to eon,ress 

,., the operation end abtua of the old ace inauranee tnu.t lllnd 

duri.q! the pree~ fiscal year aiXI on ita expeotecl operation 

184 

and status during the next five fiscal years 1 reporting and ee­

t!aati.q! the ineom ot the lllnd, ita disburs..,..,nta 1 aiXI ita assets. 

The board ot tn.otees should report !rom time to tim to Congress 

on the actuarial position of the lllnd. It should &lao make a 

special report to. Congress whenever the tn.stees believe that 

duri.Jic the ensuing five years the tn>st lllnd will exceed three 

tillles the highest annual expendit~• anticipated during that 

tive..year period. The trustees should also report to Congroaa 

when they beliave the reaerve 1a f~ W>duly low. 

3. To improve public Wld.eratanding of the purposes for which 

the tund.s are collected, I recomend thet the taxes W>der Title 

VUI be termed •contributions" levied under the Goven1ment •a tax.. 

1ng J1.0Wer. This terlllinololp' has already been used in the Railroad 

Unemploy:ent Inouranee Act. 

The cb.ango to a contingen*Y reserve system of old age insurance 

:mst necessar~ influence the rataa at whlch the Goverrmmt should co)... 

lect contributions . I must advise Congress that acceptance of a con­

tingency reservo basis means that at so• tllture date eitbor J>ll)'t'Oll taxes 

will have t o be higbor t han the present Act provides or there will be a 

dcticicncy whlch the Govor!lllllllt will have to make up !ran other tax sources . 

()> the other hand, 1t a contingency reserve aystoa is adopted a1X1 

1t the schedule of tax rates provided in the Social Security Act remains 

Ullehonced, we ruq heve tor a few yeare, unless benotita are inereaaed 
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subat.ntilll.Y, a reserve 1\ud sollle'lfhat larger than would be necessary 

under tho standard I have hero suggested. However, the early annual 

diabursomcnts of boootits are neither representative nor can their 

amollllt bO procieoly forecast at this time, Conscquently, it ~ be 

dosiroblo to anticipate a somowhst larger contingency r osorvo during 

the first raw roars or benefit ~nts. In addition, tho contributor)' 

old 1180 insurnnco principle would be jeopardized it, fer tho purpose ot 

reduc~ tho reserve, the rate of contributions was reduced or i.nade-

, uatol.Y increased durin& the period when tho public had not ret coce to 

un:lcrstand ~otcl,.v the essential dependence or benefits on contributions • 

I aubmit for rour consideration tour alternative rate schedules 

tor old 1180 ineuranco contributions. They dirt or only as to the r ates 

whi ch would a~ply during the noxt throe years . Tho r ate schedule which 

will bo most in harmony with tho maintenance of a contingency r eserve on 

tho standard prmously proposed will dopond upon tho benefit provisions 

finall,.v adopted by Congress . Those altcrnntivca aro as foUCifS: 

1 . Leave the present rate schedule unchanged, that is! 1 

por cent on ccplorees and ""'!'lcrers each fr<llfll 19)7 to 19391 

inclusive, increasing to 1t per cent on each in 1940, to 2 

por cent in 1943, to 2l P"r cent in 1946, and to 3 per cent 

in 1949. 

2. I ncrotlso too tax rate on each, oJ1!Pl.orooa and cmp1orers , 

!rom 1 per cent to 1?; per cent in 1940 1 to lt per cent in 1941, 

to 1-3/4 per cent in 1942 an:! follow tho present schedule there-

after , 

3, Increase the true rate fr<llfll 1 per cent to J.-1/6 per cent 

in 1940, to 1-1/3 per cent in 1941, l t per cent in 19'2 and foll.., 
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tho prosont schedule theroa.ttor. 

4. Ollit the increase in tax rate b-aa 1 to l t per cent 

scheduled to talco place in 19401 but atop up tho ratos in 

1943 r.nd tollOif tho present schodule thoreattor. 

186 

You will obsorvo tbot oll ot these plana provide for the existinc 

schedule in 1943 and thcrea.ttor, 

I sboulll like &lAo to place before you tour tables which ahem 

amunl contribution oollcations1 Ol\ll\Ull. benefit peymnts nnd too sito 

ot tho old ego rosorvo .rwxt aver tlxl next tmr :roars wxlcr each of the 

t<NT tax schedules. In preparing tho so tables too Treasury ho.a used tor 

illustrative purposes t.~ e intomcdiate estimates ot benefit pa;yments 

baaed upon tho proposals outllood by the Social Socurity Board 1n its 

report to Congress , Those estimates wore auppliod to tho Treasury by 

thc Boe.rd and their inclusion in tho Treasury's tables cloos not :IJ:IplJf 

either approval or disapproval ot tho benoi"it pl4118 which underlie the 

ostimatos, This =toria1, 1 hope , will assist you in c!e~ at 

'1114t rates contributions sboulc! be oollcetod nnd hem largo tho contincone:r 

fund shoulc! be , 

~ expcr1cneo under the Soci al Soeurity Act has been nry brie.t, 

We havo boon collecting taxes unc!or the ole! age provisions or tho Act tor 

only slightly 1110rc than two yesra . Wo haYO not as yet heel UfY cxporicnco. 

with tho peymcnt ot 1110nthl.y benefits . Poriodic rc-exam1nation ot tho Act, 

thoro! oro 1 is osaontilll. I think that it is l!lOSt ilaport.nt that prior to 

1943 Congress q:a.in cccprehcnsiwly ro-ex.am1ne thc til'lcnciel prorlaiona 

or tho Act. Pending that ro--oxam1nstion, however I I believe that tho tax 

rates tor 1943 nnd thorcal'tcr wbieh are nOif 1n the Act ahoulc! bo reta1noc! 
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110 th4t thoro sh4ll continuo to be a detini to program tor tinc.neing old 

ago insurMCO on tJle statuto beoks. 

I tinllly believe the old age inaurnneo progr4111 ot tho Social 

Soeurity Act constitutes a great and far-reaching conatructive program. 

Ita plannin6, initiation and operation have been a trcmcndoua tnsk , 'l'bllt 

task h4s bcal suecoui\Uly carried forwnrd over the paat four years, 

With proper rorls1on, the Act will provide a lllCm>S ot protecting llillions 

o! our people ngD.i.nst dependent old age. It will protect them through 

onhnncing tho1r caPQei ty to help themselves nnd in pl.~ for a sel.t'-

roliant old age, It will protect thom and our soc1oty from the darlgors • 

of patornolis~. 

-
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1. tu achodulo of preaent law1 1 per cent on eorp1eyoe and 1 percent on Mlp1o;rer 

tllrou~ 1939, 1ncreao1nc to 1t percent In 1940, 2 pel'Cent 1D 1943, 2f perc..,t 

1n 1946, and 3 percent in 1949 and thereafter, 

z. n.e benefit ootimateo uood are tor 1llustrat1n purpooea onl.T and are tho 

intermediate estimatea baaed upon the propollla ouill.Dod 'b;r the Social Socurlt;r 

Board in ito Report to Concreee , 

( In m1111ona or do11aro) 

1940 1941 
Cpl ond&r xear 

1942 : 1945 : 1950 \9~ 

... 
llot tax recelpta (groaa receipt. 

alnus administrative OJ<penou) 
$ 707 $ 780 $ 781 $1,078 $1 ,751 $1,849 

Leu: Benefit ~ants 175 !QQ 5!ili 2l.4 l,,627 ~ .~ 

lf<ot cash rocelpto of GoveMlllent 532 380 226 164 54 - 471 

.lddl Interes t accrued lil. !ili 7? l.l.!! !42 ·~~ 

total addition to fUnd 583 446 300 274 201 - 336 

llm4 at end of yea,. 2,013 2 , 459 2 , 762 3 ,846 5,064 4,395 

• Pond at end or year 1939 1o eotaated to bo $1 , 430 m1111ono. 
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Al.T:EilNATIVE PUll II 

1. fax ochedulot l t percent on employee and lt percent on employer i n 1940; 1! 
percent on e~h in 1941; 1i percent on each in 1942; aame na pres ent lnw in 

1943 ond tboronfter. 

2. 'l!lo bonotH ostl.matea uaod are for 1lluatrot1ve purposes onl7 and are the 
intenoodiote eotim-.tea baaed upon the propoao1o outlined b7 the Socin1 SecurH;r 
Boord in 1t1 Report t o Congren. 

(In million• or do1lero) 

Ctlem\tLr year 
1940 1941 1942 1945 1950 1955 

, , tax receiptl (grou receipts 
e tnuo admlnittrntivo expenses) $ 605 $ '146 $ 884 $1 ,078 $1, 751 $1,849 • 

Leas I !onotit ~enta 175 100 555 914 1 . 697 2 , 32() .. 
Net cash rocoipto of Government 430 346 329 164 54 - 471 

Add: Intoroat ACcrued 49 ~ 74 1!!2 146 l 34 

!~>tal a<ldi tion to fUnd 479 408 403 273 200 - 337 

i'lmd at end or ;ro.v• 1,909 2,317 2,720 3,836 5,052 4,381 

• Fund a t and of y~~ 1939 is esti.Jiated to be $1,430 ail11ons. 
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1. fax oellecljllol J..-1/6 poreont on omp1o;reo ODd J..-1/6 poreont on. •p1o;rer 111 1940; 

1.-1/3 percollt on each in l9U; J..-1/2 percent on each in 1942; ... , aa prea,..t 

lea in 19~3 Md theroartor. 

3. 'l!>e be11et1t oat iat\too uaed are tor 1l1uatrat1Ye JW"poaoo oDl,Y ODd oro the 

1ntenaad1ate oatiat\teo baoad upon tho propooalo outllnod b;r the Social Seeurit;r 

Board in ito Report to Concreoo. 

(In aillicno of do1lara) 

Cq.ltp4ar YW 

1940 1941 1942 : 1945 : 1950 1955 

Jet tax recoipto (grooo roeoipto 

a!cuo adaln.latr~tiYo axpenooo) $ 5'10 $ 556 $ 758 $1 ,078 $1,751 $1,8.S 

Leaa: Bcnotit po7aonto 175 400 555 9lt 1.627 2. 32() 

let C4ah roeeipto of Goveruaent 395 266 203 164 64 - 471 

Mtl Intoroot aecruod 49 60 69 lOO 136 122 

Total addition to tund 444 326 272 264 190 -349 

J\lnd 3t end ot yo:>r" 1 ,874 2 ,200 2 ,472 3,528 4,695 3 , 965 

• J\lnd o.t end ot :roar 1939 11 eotiat\ted to bo $1,430 al111ono , 

Regraded Unclassified



191 

1, No lncreaae In tax through 194.?: ther•ntter tax achedulo of proaout 1 .... 

2. Tho benefit ootl~~atoa used are for 11luo tr~t1vo purpoaeo cn4' N•d 41'0 tho 
lntol"'lodlato oot11113t ea baaed upon tho propol&l.a outllnod br tho Social Socurltr 
So~rd In Ito Report to Congreaa . 

(In Dillion• of 4o1laro) 

~l5Ul~'Y: Its 
1940 1941 1942 }945 1950 1955 

Net tax recolpto (crcu recolpta 
alnua admln1str~tivc oxpeneoa) $ 501 $ 505 $ 504 $1,078 $1,751 $1,849 

Leu: Bonofit J)Q1IIIODta 175 400 !!55 914 1,697 ? ,3?0 

Not caah uceipta of Oovorment 3?6 105 - 51 164 54 - 471 

Add: lntoreat accrued ~ ~§ ~ ~~~ m iB 

Total addi tlon to 1\lnd 374 161 7 246 169 - 373 

l'llnd llt end of rev • 1,804 1,966 1,972 2,907 3,974 3,131 

' l'llnd at end of vev 1939 is ostilllatod tc be $1,430 ailllons. 

-
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Th:e ~~ater1al ••• u .. 4 b;r the aeoret&I"J wbell 
he appeared to t .. t1t;r on the Hill toda;r 011 8oo1al 
Seour1 t:y. 
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INTIE" OI"PPCIE COMMUNICA'TlON 

DAft 

""'" liT. Jolq. 40\l.JIS Oeaeral eoa-1 

At 7our auccuuoa, tbo followtmc brlof .... tu ..... coooparlmc 

certal11 featureo of tile Pootal SanDCII l'U4 nth tbo propo•4 •Soclal 

1111uruce !'rv.at l'U41 , baa boea prep&M4 fol' 7our CODnDl..,oe. 

1. tfa"•f!e!!t. 

B7 a boal'cl of tNoto .. co• 
pooo4 of tbo Pootaatol' OeMI'al, 
tho S.cHtaf7 of tbo .,,.......,. , 

&114 tho Attoi'M7 OeaoHl. 

2. Jatur• of U111 bD4. 

.4 ti'Dat hAd., DOt COfti'Otl 

ll1to the !I'O&w.J7. rlla y , 

U'Dito4 Statot, (1930 119 ct. 01. 
19. 

S. ll!pooUarioe. 

a ... ,... of e,l aat bi .,._ 
pool tot 111 1a1rtu1 _,.nth 
the !I'OalllJ'OI' of U.. 11111 to4 

State •· !he balaaoe h t o llo 
4opoaHo4 looallT 1 1.a •lT•t 
blll1b1 o llll.ac to I'OOolft 1\, 

oul>Joot to ooi'MI.a 1'00(111-to 
•• to oo....-tt7 o f' "-Pool \ l.aiV'­
..,co, &114 to Cll'tola uauau­
apOA \he _, "-Pooltotl Ia .... 

0111 baDk. 

Propo .. tl Social Iaeuruco 
!rv.at ,._ 

17 a boari of iNOto" co• 
pooo4 of the 8oCI'Oial')' of tbo 
t reU1U7, aa =n·dM t.rut.M, 
tile Cllal ...... of tbo SoCiial S.cnu­
lt;r loud, &114 the SOOI'Ot..., Of 
I.Uol'. 

a. Jaturo of the l!md· 

.4 _,eclal 4opoo1t .wbJoot 
at all Uaoo to the ol'4ol' of tlloo 
aocrot..., of tile , .... ....,. • •• 

flooal acent. 

a. D!pool \arlll• 

!boo ,... • .,....,. of tbo Oo1 totl 

nato .. 

-I 
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(!U Pndd.,.t ~ 41not 
tbe truatooo to wHII4r• froa 
tho l>llll<a and innot all or azq 
part of tM fund, except tM ~ 
re88rY•• bceaa ct.yoal~a. •' 
required tor tJ. 11!1 neono, which 
bonka aro -...1111q to rooo1 ... , 
rtiiiT be 1Jrroote4 1>7 the trua\ooa.) 

In.,.ot•llh an lialted to 
bondo or other oecuritloa of \be 
Ul>itod Stetoo, 1Dclu4111& eortalll 
iQ&l'8Jltoed bonda, bOilda IUI>Joot 
to call, and Poo tal Sa'l'i.llca 
Bonda. 

llo 11111 tatloll oil eou.roo ot 
purchaeoo, oxcopt Pootal Sa.,._ 
1"8• :Bonde are to bo acquired 
from 1 holdaro•. Ill the aao ot 
call bOJ>da, tJ. Seero\VJ ot the 
froolllr)' alall call a ..tl1o1oDt 
a:ooDDt and roil- thea at par 
to tM truoto .. , upo11 J>OUtlca­
Uo" b;r tho truoteeo of \ta ...,..,.t which tJ.;r dealn to 111l­
voot 1" tb.ia ....,.r. 

5. Ita to ot .. 5n. 

•o 11111 taU Oil .. to tM 
...,unt of ll>tor .. t Oil inftat­
mente. 

194 

~ IJ!wtte!'· 

(!be Secreta.J7 of tM be .. 
WJ7 h nquin4 to izrr .. t IQch 
porUOil of tM tWid aa, 1D hie 
J~Dt, lo DOt required to ••• 
c'lll' rant "Oido. ) 

x .......... ta ... t bo .... lD 
1ntoraat-boarlll& obl1pt1ono ot 
the OOhd ·stat .. , or obliptloDI 
cuar ... teed •• to both pr1Dc1pal 
ud 1ntoroat b;y tM 00 ted Stetoo. 
lplelal lo .... o cthorl .. d for 1D­
not.ut of tb.io tu4. 

PuroMoeo -.r bo a4a at par 
o" or1c1Dal loou, or 1n the opa ....... 

IJ. Rate of !IU!!!'!l• 

I•teraat -• be DOt looo 
\Mil the anrap rato on all 
other intoroot-boariD& obll­
tlOill to~ part of public 
de'bt, aa ot the ood of the -•h 
praoodiD& date ot aoqul.altloll ot 
1M parUc:alllr liiYoo-'-
(Ill order tor the Soero\VJ ot 
the t.-...rT to ..,..~;y w1 til tb.io 
roqv.1....,.t 1n the pro-t atate 
ot the anoot, U wUl bo •oo.­
...,- to inftat lD opoclal 11 .... • · ) 
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PooW Sarlllco J'laDU 

6. ~to of ll!tun&. 
Cont1n1lo04) 

DOpoot to in bonlu ... t 
bear I.Dtoroot at ~. except 
that. ao to Mabor b&lllco of U. 
li'o4orel ll!oo"o S7otoa, a lower 
roto ""¥ be aceopto4 where it 1o 
t1D4 b7 the Boar4 of Oonrnoro. 
( 1935) 38 Op • .t.tty. Gall. 389. 

6. !)1!poo1t1on of lDCo•· 

Tho oxcooo illco• fro• 41-
potitl or i.nftat.unta oTer and 
ol>on that noeoooary for 1ntor-­
eot dllo 4opoe1 t ore ohal.l be 
covoro4 I.Dto tlla !roaaury ao 
pert of tbe pootal riYClW· 

1. Reporh to Cogron. 

Tho tru.\ou are roqu.1re4 
to DU:e a 4ota1lo4 roport of 
tho onUro qotoa of p0otal 
••taco, ao well ao thair -
...,, of U.. fll.n4, at U. bocill­
ntac of aach repl&r oeaoiOL 

fu-1-/ 

19!> 

6. J)hpooH1on o!_.!J!£e. 

.All 1ncoa accl'lllo to en4 bl­
co•o a part of tbo tlm4. 

1. lreorta to cow••• 

!bo tru.tooo oball .oleo ....,ul 
r1p0rto ohow1DC tbo con41 Uon of 
the tun4 411r1DC tbo prooo41nc ftooal 
JO&r, Oll4 the ant1c1pata4 COD41t1on 
4urllll tbo next tin fiocal yean • 

A opeo1al rop0rt ol>all bo a4a 
wbon&Yor 1 t appear• tbat at .zq tt. 
®rille tbo onouillc !1Yo 7'&ro tbo 
t\l.n4 will bo croator tball U.Z.oo 
U•• U.. ~at ...-1 upe...U turo 
anUc1pato4 dllrilll tllat per iod. 
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• 
• 
' 
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WAei11N.-n)N 

!larch 25, 1939. 

Denr !lanry: 

I want ·to otter you l!!l compli­
ments and congratulations on tho tine work 
you did in presenting Y9ur views on the 
SQc!ol SaQur1ty Act before the Committee 
on yesterday. 

I reel sure tbat this is the 
sound thiDS to do troa an eoona.Ic and 
business standpoint and that your aotion 
will have tbe general approval which it 
deserves . 

Honorable Henry Morgentheu, Jr., 
Secretary or the Treasury, 
Wae.hington, D. c. 

• 
... 
• 

• 
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BOARD OP' GOVERNORS 

~ O"'THil 

,.{EOERAL RESERVE SYSTEM v WA.HIH.TOH 

o""'o'"" e ue tNc•• 

Perconal 

Honoroblr Heney ll?rsenthau, :Jr . 
SecretPry of the Treasury 
r.eshington , D. c. 

.\ 
\ 

\ 

- . 
... , --
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!M II!~YINO ~·II OVOTII !MlTIA.~ 

Dear B•DrT• 

I liked ,..,,... atatea111t about tbe Social Securit7 tu: 

,.err lllldl indeed . I'• glad tbet 1D euaeat1Dc the tu: recluct10D 

,..,.. aloe •pbeoiaecl the !apcrtonce or preeerrlz>c the p117Cbologic&l 

principle or • part1c1pet1Dg peoaioo plaD. Tb&t 1a a po1Dt or 

the utaoat 1aport&Dca wbiob aaD7 people aioa. The reception tbet 0 

,our IUCI•atloo bea receind aeeaa to aoke it clear tbet rour 

reo01111aodaUoo will be adopted, and I ball eve it will eonsUtute 

perbepa the aoat 1aportont atep which baa belo takto eo tar io 

4et1o1te encourageaeot to enterpriae. 

Honorable S.1117 llorgeotbau, Jr., 
Secraterr or the treaeurr, 
waabiaeton, D. C. 

WRB. B 

Sioceral7 7oura, 
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1\at-.l of 

llanllall I. »t.oGllt 
ohtaot ._.,.,., ot lal>fl' ·-Social 8e<N.r lt:r Lee !.alation 

e 'f~ u4 lleAAO oo.ut .. 
llarcb "iff. 1939 

I, 

c:04 

In a<tnnoln& the propooecl obanceo which 70UJ' Oo•ltteo it oonalclerln&, the 

Social .seourit:r llcard bat called attention t o the noecl t or lllpl'o .. d coordination 

beloeen Ito own l!Ur..a of Uneaplo~~t Ccapenoatlon and the Unit ed Stateo Ja­

plo7Unt SerTlCo of tho DepartaeDt ~ Labor, OUr ~aent bat att oo:pted to 

cooperat e with tho Soelal Seeurl\:r ll0&!'4 to the tulleot poui)>lo extent u4 

bcnco 1re woloou t h lo opportunity to COilllool wlth you on a •tter of 111'-l 

!Ill •llh to a pnroaoh thh queotlon of adlllnbtratl'oo c oordination !!rat of 

ell from tho atandpoint of tho roapaetlvo aerTlcoa whloh oaoh of tho two prosrua 

render t o tho worl<ora, lie ohould like briofl:y to point out wbat • • believe t o 

be the twldamental functlona to be parforaed reapoot1n17 b:r an unemplo711<mt 

compenaatlon procraa &nd l>:r a public oiiJ>].oyaent oerTioo . 

I wlah t o oaphaa !so at the ot&rt that 11bUe both uneaployaent companoatlon 

llllli ouplo~nt oorTioe aatlvltlea are related to the conoral Pr<Jblea of tho 

~orlt!lra' oconoalo oocurlty ,· theoe t wo procr- are not tho oa&e thl~: tholr 

fur.etlona ara not identical and their clientele h not tho ... ,, 

Un=plo;raent oompanoatlon Ia ouontlall7 an inaura""a !>"OCJ'&8• !be twlctlona 

t o be DDrformocl I n Ita admlnlotratlon are baoloall71 (1) tax or contribution 

collection; (2) clotormlnation of benefit ollclbillt :r and computation and payaont 

of o1a1mo; (~) adjuclloatlon of dlaputod olalao &Del dloputod coverage ot t ho law, 

T~ .... &ro all prl.&&r117 lnouranoo or tltcal functlono. 

'!'he twlctlono of e.plo7Mnt eorTioe .are quite different and 1nclu40I 

( l ) •echtratloD and claaolflcati oll of all appllcanh f or work (whether or 110
\ 
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... orocl ~1 -plo,...at oc:.peD.O&Uon)t (2) oeleoUoa &D4 rotetT&l of worlten to 

nil aplo,era 1 opeatft&o; •(3) ooD4uc\ of a pu~Uo rol&Uoao procru 41reote4 

1..-arcl • plo,ero &D4 4 .. ljplo4 to cW.tlnte thelr ooope..,.lloD aD4 \o fllld Jo~o; 

(4) aerYloe t'lulctlcna t o other ,;cnrDIIontal procr-. !!he la•t-nUoned oat 1111or, 

conolato of Iakins new an4 continued cleimo f or un .. plo~nt oaopenoatlon beno­

tlto, ooloctln« and referrint: ~orkere to public worka and work relief proJeoto , 

Mel reportlnt: plac...,nh or failure to accept &ftilable pr1Yate •pl-nt to 

~:~~U~ployunt co•penoallon an4 rell.ef at;onoleo, 

'!'he Mrt otat-nt of theoe tllnotloAI 1n41catoo the\ tho 'lholo approach of 

llw .-p).OJ'IIODI IOI'YIOO 1e &A O~O:ro>eDt nporoaoh. 1t &IIWIOI thet 0 froe the 

atnn4pc1Dt of both the in4h1dual an4 the co_,.,ltr , a Job h tho oftl7 thorouchl:r 

doalrablo oolut1on t o the 1nd1Y1dual'e uneaplQ1od otatuo. 

VnecplQy~Dont caoponaat1on 1a a otoJ>-t:&p , tld ... cver to a loao of income 

a ll~lted period of time and for the ,;rcupo of worker• oOYered b1 the ro­

aoeotive otate unomplo,...nt oompenoation lawo , 1 do not moan in the ellt;htoot 

ceasure to &1111mhe tho veJy deoirable reeulto of uno•plo711eDt coapenoatlon (ouch 

aa the 11a1Dtonanoo of workore' aoralo and of ou.talnod purchadnt; power 1D the 

""""""Uy) . Wor do 1 whb In any ~ t o alniabo the aat;Ditudo of tho taolr: of 

"""'Pl01110Dt oocpoaoatloc adallliotratloa, lbt 1 do whh t o -.phaabe that the 

fuact1oa of uneaplo~nt oocpenoatloa 1o aa lllouranco and not a plec...,Dt tuactloa. 

Tho ~1rmaa of tho Social Securitr Boe.rd 1o ont1rel1 corroot 1D hio olato­

•••t that tho Social Security Board ombraooo •tho blgeot booldcoepiat: Job 1D tho 

•orld," UDO"J)l011'ont compeaoatlon pla;rlnt: a lerso part . At the euo Uao i~ 

ohould be remembered that tho ..orlr: of the public oeplo;raont oorYioo ropreoonh 

lho ~lt:t:oat porocnnol Job i1> the oeu~>tr,, 

I lll41oate4 earller that tbooe ho sO'fonaool>tal procraao .Utter in their 

lentolo. All Job oMlr:ero whether oaplo;rtd or uu.plo,e4, 'lhothor ooured 
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or QIICO'flfe4 b7 UDIIIJ)lO,....t OOIIJ>81la&t1on, &114 all e.pl070r1 J'epi'OO&Dt tho 

cllenU o! a publlo ellplorwnt oon-tco, 

20S 

Unoopl oyaent OOIO])Oila&tton in thta cou.ntJ7 at preoont coYOro oD17 approzt..­

oohlY 50 poroont of tbo worltoro, an4 lar,;o areao In tba field of asrlcuUural 

employment, domootto oorvloo, and osplor-ont t n ootabltobaonto of omall olso are 

not t ouobed by the otah unemployment c0111po118aUon la.,o, It obould be noted. 

tb<lt the burden ot llDOIOployment 8111011& th01o unoo.,.re4 sroups h no len, an4 tn 

r:tW1 eaoeo h creator, than amons wrkero cooere4 b7 tba roopocttn atate un-. 

plo:71'ent colllpoDOatlon lawo. lt .te a 1&Dl1'1cant tbat at tba preo&Dt Ueo tho antlvo 

files ot eiiJ)loYM nt o ffloeo In tbto c0W1t17 c ontain ooer oe•on aUUon appltco­

tlona , but t hat l ou than one aUUon ot tbaoo appli cant. for work are currontl7 

reeelrlftS uneepl o)'llent COIO])Onoation bonaftto . 

fbua, tho covoNj!o ot the ""'ploy.ent oervico allll. ih eccpo ot rooponalb111t7 

to the worklft6 population of tbo COWitr)' la vaotl7 crelltor than tba cover &&• and 

scope ot unemployment compensation, 

It appearo t o be In keeping ~itb tblo dlocuoolon t o outline tbo broad fufto­

Uono of t bo public osployaont service u now conot1tuto4, 1'ba7 are ao followol 

1. !o aoolot oaployero tn oocurlns oultablo eaplorooo and t o bolp ponono 

uelcl.nc work t o oecuro suitable ocploraont, 

2. ! c aooht in brlnsiuc e.bout and aalntatnins a balance betoO&D the doaand 

oupply ot .. orkoro 1D •ariouo occupBtlono, 

3, ~ oorYo a s an authorltatl•o oouroo of lnforaatlon on employment, 

To aoblove tbeoo endo , tbe United Statea JDoployment Service baa oot up 

"Mhlnery t o carry out the- noceooarr funoUono IDYOlYOdo lletb'!'i• baYO been de-

t o clear labor bet~een otateo, nlthin a diatriot, and bet.,oon dlotrlcto, 

lnforaatlon, ao reflected. 111 anal7111 of reclatratiOD an4 placa.tDt 

leo h aaclo &Yallablo to all otateo and t o po..,.ontal unlh roopcDO iblo 
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tor planning public .. ork:o progr...,., 

Stwlioa are soins on and cuch "orlt h boil~< done 1n oolYin« pr obleaa ot 

emplo)'D&Dt , troinins, retraining , and Yooational guidanoe, Impro.,.aenta in 

aoleeUon and placement ••thode are beins mdo conatantlT thrOUS)> intorllllltion 

secured in the ano.lTO h or Job a in all tn>eo ot induatrleo , lluoh bOll been dena 

to impron method• or Jlldgins qua11t1eat1ono and abllitlea of peroono eeeltins 

.,ork. 

The Ubited Gtateo !l>plo;,aent SerTice baa 4ofiD1to pr<>Yhiono for the col­

leeU on and oUCl:IArhation or occ:upe.tlolllll. into ... ation. Thia intormtlon ia &ado 

a•oilable t o. all otticea ao that it ZB7 bo giYen t o i ndiYiduo.la ooeltln« vocational 

guidance and occupetlolllll. intorcation helpful in their oecupetlonal adjuat,.ent, 

Olenranoe "othcda bavo been developed to create aobllltT in olt1lled labor, 

and cueh baa been done in the developDent of info,.,..tion helpful in transferrin« 

•orkora from ono induetry to another aa needed. Muoh attention on tho part of 

the c.mplOYI'Ont aet"Yieo 1o given to ev.ch groupo 011 Junior•, who eharaeter1st1eollT 

l4Ck ~ork oxpor1enoe. It baa separate 4iv1• 1cna tor ••t•rana and farm workera. 

In other ,..rda, the pr eaont public eC!plO)'Cout oftioe h a comi!WlitT peraonnel 

or&lltlh aUon aor,.ins t he occ:upatiolllll. ad,lust10ent needa nf all tTPO• ot 1D41-

•1duala . 

Tbo Ubited Stateo Jmplo:rment Serrlee 1a one of the ,.,.,r.,.,ent'• principal 

~~&cnciea f or aaeembllns balio data with "hich to at tacit the probl em of unaploT­

economio roadjuotment. FUrthormore, it 11 in a depert&ent which alreadT 

the tntereata of the workero, and in whiob tho eupplement&rT aenleeo of 

tho Bure3U of Labor Statiatice, the Divioion of Labor Standarda , and other eimila r 

agenctoa are tLva1lable, 
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I hove d~ollod upon tbeao difforoneeo between tho tuDcticno an4 ccvorase 

of tho eo:plOl'l'ent oervico an4 un""plol"'ont ccmponoatlcn boeauao thooo bade 

eona14ortltiono bavo o.n iepcrtnnt bearing upon tho a4111inhtrat1ve problema of 

eocrdinnt1"4 tho two eorvieoa of gQVernment. 

For turtber un4erotnn41ng of tho comploxitloo ot tho n41111nl.l!trative problo• 

lnvolved In tho coordination of thoae two oo rv1eoo, I ohou14 like t o brin« briofl7 

to. the a ttention of tho Ocelthe the eldaUO« &U1111 otrat1TO orpnimt!cn en4 

nnancial otru.cturo f or tho porfcreanee of tho two tuDetlono, both in the ot a too 

ao4 l.l! tho federal «CVort~~~ent . 

l ith out azccptlon, in all 48 stat eo an4 tho 2 torrltcrieo, un..,plo,..,nt 

eonponantlon and ompl07m0nt service are ad&iniotorod "ithin a aincle e«enc7 of 

• stnte government. In coat atatea theeo reproa•ot coordi nate burea~ or divie ton• 

with equal atatue but under the ultimate authorit7 of a higher overhead agency 

auch as n otato labor department. This overhead ~ency bringa about the neeoaoary 

coordination betneen t ho activities at the t~o oeparate divioiona but , at tho 

u=e tl.zoe , poni to each 41•1oion to carry on ot fectt•oly, and "1thcut do01inatlon 

b7 t ho other tuDct!on , 1h own 41ot!nctln actl<rltho. 

'lbe p1bl1o tlll>lOTOIODt oervlce, b7 Ito nry natvo , 1o ooaontia.ll.T a local 

eo~!t7 1notitutlon, an4 tho work of a otato Ollplo,.ent oorolco 1a actuall7 

eorrie4 on in local omplo701ont ott1eoo dlltributod. thrOU«hout tho state. Ill' 

contrast, auch ct tho ,.0 rk 1n tho administration ot un .. plo7110nt caopenaaticn 11 

carried on in a large central headquarter• ottico, In ~cticall1 all of tbo 

otatoo there ia a eontralioaticn ot eaplcror and employee r ecorda , ot t ax col~ 

loctlon and benefit p&TMDt procoaoeo. In alactt all otatea, benotit choclco are 

<ailed h o11 a central ottico, 6..., aopocto of t ho &U1n1otrat1cn of uomploT­

ceot COiOpOntatlon are carried on 1n tho field , ao, for G&mplo, tho auditing "f 
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tbe oollaoUon of 4elhlquent t ... u , &llll la1Ual at-• hi tbe 

odJuollcatloG of dhputed cl&iu. Jut tbe l&rgeat •IICMDt of t1a14 aoilYltiea of 

lbo uniiiJil.07"ezlt ooii)MineatloG 11r<>«raa reletea to tile till .. nf ...., a114 ooaU.au4 

ol n!Dio tor benefit, 'thla prooeoo le carried OD ill eY81')' atat e hi tbe publlo 

eoplo;~Mnt of'ftoea , The "orlcer , UDder tbe preaent orpallatlon, coea to but one 

otr loe to oppl:r f or "orlc &114 to flle hh Glala for benefit- be 1eGtera tbrouch 

the au:o door,• I n no etate 1e be required to co t o tlfo ot!loH for tbeoe t.o 

porpoaea. !he atate la~• theaael•e• require tbnt aa a prerequlalte t o tlllec a 

clola tor benetlt, tile 100rlter .,.. , rectater t or nplo:r-eat la blo local eaplo,_ 

ctnt offi ce. 

[a tho federal f:OY&r .. ent ...... ban &lread:r poll>te4 out t o tbla co-lt tee, 

tbo r eapolll lblllt:r f or adaillhtorlDC un.-plo:raent oooapenaatlon reata ..ttb the 

Social Seourlt:r Boer4 , &114 f or ado>lniaterlec Public Japlo711ont Bonlee "lth t ho 

ot Lab or, fbe dltfieult:r ia that there doea not exiat in the federal 

go•erlliiiOilt tho lll&e decree of OYCrhead CIOOrdiMtlOD in a etncle llCIDCY &I oxlot l 

W>lforcl;r uaoec tbe atl\tu, 

!'1:e ccaplexlt;r of the adallliatration ot thou J'f'DCrDCI ill ,tbe federal &OYe,.,.... 

"ent 1a accent uated bf tho Utferint; 11""""ial arranc-lltt for eaeb function. 

The coah ot Wle&lllo:raont 0011peuaU.on adaillhtratlon ill the atatos are borne 

enttrol;r by federal cr&llta traa tbe Social seourtt:r Joard. Coote ct •plc:r-ent 

aonico &4&1nhtration are borne 1o part '07 atato &llai'Ollria U.on , in ll&rt b:r 

federal u.tch1~~& tWl4a 1144o a•allal>le b;r the UnUed Statea l'lq>lo:raeat SerYice 

UDder tho '78f!ner-.Pe;raer ;..,t, aa4 in part b;r a gro.nt fraa the Social Socurtt:r Board, 

'l'booo throe aourcea ct f\lndo which enter into tho total &ROnditureo ot a 

•tole omplo:r-ent aarYloe are .,.-lllgled in a eto~lt acoOIIJlt and are .jutt111ed ill 

a t ingle 'budge,, 1b1a budget , bo'TeYor, .ut be 1'8Ylowe4 b:r ra)lt'"eataUno ot 

tho IIDltad stat .. ~1-t Stii'Tlce &llll tbe loolal Securtt:r Joor4. · Beaoo 
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tbo d1ff1cuHJ of e.dainhtrat!on arbeo DOt ao wch froa U1e fact that the atate 

aaenCJ cuot diAl 11ith two ae]l&rate federal ~>«•ncloa , but that thoJ 11111t deal 

1
nb tYO f ederal fi«ODc1oa 1Tlth roopeet to oe)IJ.o7!Mnt oeJ"rioe, 1'he atato fi«Onc1oo 

deal solely ~!th the Soci al Security Board on their bud«eto for unocployment 

componoation ndminiotration, but muot deal Jointly nnd concurrently with both 

ro~eral nconcha on all emplo)'lllent eeN!eo ltllttoro. 

])lfforoncoo bet11een !edernl lawe applyill& to theoe toTo tunct!ono also hove 

an lcportant bearill& upon theae ad.lo!Dhtrat i'fe probl•• • • '1'he United Stateo 

3oplo7Aftt SeJ"riCo 11 ada!hiotered Wider the llocne,...Pqoer .Act, an Act nh!ch 

~'.rtboritlea regard u one of tho beat formllll t or federal- atate ada!niatraUon 

of &DJ tthich Concr ell hao ever paaoed. I t created In tho l>e]l&r t .. ent of lonbor a 

buroou vootod wit h the r ooponaibllltJ f or tho pr .. otion, eat abllehoent, a nd eal~ 
f 

tonnnco of a nationnl oyetoa of ~bllc employment officoo . Tho service developed 

under this Aot hoe achieved nation-~ldo reeo~nit!on tor ito auoceeotul placement 

activity In nll t)'p8o of .-ploymont , nrivate and mbl!o . !ho utent ot apnroval 

~hicb both oapJ.oJero and ecployeeo have accorded it llllllceo it one of tha outotand.-

18& &CCOCipJ.hhaento ot eocial legialat!on in recent J6&rlo Tho e111Jll011"'Dt o!fl""l 

odm!Diotored bJ the United Stateo Jmplo,...nt ServiGO hove achieved a record of 

suceou In their om r!9>t and have, 1n Bddlt!on , per!o111od valuable oorviceo t o 

only-created sovorD&ental a,;onelea ouch no t he Pllblio 'llorko 4da1niatrat!on, ao 

nell ao t o ol~ootabliohed unite of the gover .. ont ouch ao t he Boreau of l'llbllo 

tho larceat uaore of it a eerv1coa Me the member• of the .bao­

clnted Ganeral Oontraotor a of America . It io not too .uoh t o •&J thot the United 

Statoa lmplo)'ment Service baa represented tho oontor ot govornaont 1• work approaoh 

t o tho unoaplo)'lllont probloe, 
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Ill, 

1he DepartDOnt of Labor bolievea it to be of •ital ieportance further to 

develop tho placement octlTit;r which woo be,tUJ> in the 11111hd stateo lloployment 

service .., early aa 1918 and gnatl:r upandod in 19:!3. 17e .eoognho olearl;:r tho 

problem of working out an effective coordination bet~een th o oeployeont aorvl co 

nn4 unempl oyment oompenoatlon. The problem lo t o accompl1ah thia objective ~1tb­

C'lt lnJur;r t o either function. We believe that thlo coordination should be 

brought about In ouch a .,.,. ao to lonn tho aeplo110lnt aanlco free and ablo to 

act aa a placecent "4Sen01: to give ita central o=phaa la to ita untral job; but 

.,. alto vaot t o aalto i t clear that provlalon 1011t be co4e thrru&b tho OJOP107Mnt 

of!lceo for an edoqunto oonico to tho adminlatratlon of unoeploy~tont cooyenaatlon , 

that Ia , f or proper procedure for taking now and oontlauod claims for bonefito, 
• 

By a proper recognit i on of the nature of theoo funotlono and a car eful balance 

of the f nctore 1nvolnd, theoo t tro objectiveo con be att ained, 

We bolioYo that a major atep taoard t he oolution of t he problema ~• are 

dheuuiog " auld be aeeCilpliohed through direct , adoqunte tlnancing of the om­

pl OJ:Ont aorvice, 7hio would mo<U> that the t otal !adoral apnropriation for ""­

<:.luhter~ atah eeplo)'Pnt oervicea would be cede t o the United Stateo bplo:r­

.. nt SOTYice in the Departaent of Labor, 

'l'ho total coat to the t..doral govenu:<~nt of ouch an arraog..,ent "auld be De 

core and =l.cht c oncoh l\bl y be lees thnn at preaont, 'l'hn atnte "1!0D01 ,.auld be 

dealing t>lth o. 11"1!18 "1!•n01 of tho !edortll go•ornDOnt in reprd t o all emplo:r• 

ocnt oorvioo matters and -auld receive all of tho !odornl fund• t or thie function 

from one aouroo, B:r t ho 8 0108 token, tho une10plo;rment ocnpenoation function ahould 

be adequatel;r finanood. 
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I bell procreao , t!MI De081o&J'7 reoulto .,... l>o IIOQJ'e4 l>T tiMI coord1aatlon ot 

bUrl""' dtbln a o1ncle 4ept.rtaent aDd UDder a •-n bu4 41reotl)' cleleptocl t o 

blend thelr aotlYltleo. 

It tho Ooncreoo cleclcleo that olooer cocl'cllnation i o cletlrable, it will ot 

course clete,.lne the bpartaent i n which it oboulcl take place, The Department 

o! Labor woulcl a erel)' clra" attention to the clailnrity botwooD tho Jlli'POIOI &Del 

obJectlua of theoe t"o nlatocl 1\mctlo.na ao4 the .. neral otat utol')' pll'pOoe ot 

Depe..U.nt ot Labor "hich la, •to tootll', pr,.oto o.n4 cl.,.elcp tbe welt are of 

~at• oomero ot the UDl t ecl Stateo, am to iapr.,.,e t!Milr " orlcl"C conclitlono lll>l t o 

their opportuni t leo t or profitable .. pl o,.ent.• 

I mob to omph&olse tho oonclucli "C worclo l n Oollj!rellt III&Dcloto to the De- -

ot Labor, lt 1o our Job to proaoto opportunitleo t or 1profltablo 

the UDltocl Stateo llllplo711ent Senicet 

(6a&l ) 
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,..., til ,. ... 

Boeo..Ul• Jolla W, ._., 
Ull4er -tarT of tJo. ~Ill Jo 
1rMI>lac\OIO, D. c, 

IIMr .......... 

~lo .. 4.,.. \w ooplll of Ulo repor\ of U.. CbMioer 1a 
lpeolal eo-1\\" oa \be loetal leevt\J ~. Ia .s .. of oar 
rocoa' 4ho1181loa•, we \llclaP\ U.. Ieora tarT odp\ llloo to llaYa 
a cop7 0114 7"'1 odp\ ual ... ou tor ,....r fU••· · 

ftl1a repon h •'II~ to - ellp\ ...notoao prior to 
prtau,... 

We will 'Ill Ula \o -17 oopl11 of U.. pr\a\ .. repor\ la 
• .. uor ot ..,. lt ,.... elloal4 ....... .._, 

, ... al-rel7. 

/•/ J.-a J , O'Caolwr 

" ..... 

' ... .. -. . . . . . \ . ... . . . 
" . ~· ·~- .. •. ,:,h_~ ... ,:d~'·'-.:JI ',_,f..~·~ :-~ • • ~.), • 
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ll.eport of \be ~ial C:O.iu .. 011 
!be Social cvur :Lit 

To the Board of Dir aot ora of t ho 
Ohlllbor of Oo-ree of tho tJnitod Statu: 

LoghlaUon of ao vide a ""'"P at tho Social SoeurUy .&ct , and in 

nolda whoro oarl1or oxperi.oiiCe under our eondi t1o11o 1a laeldac, aboW.d haw 

;:_14 

periodic reYiow. Thoro will then be opportun1tt to aake propooala doo1~4 to 

toop tho logialatioD 1D aeeorclance wit h eoD41t1oDt 111 tboy do..elop. Periodical 

retlovo c1111 alto loeep oloar tho benofih, coati and l1ab1lit1ea that !UQ' he in-

bor1te4 by fUture &OD8rat1ona . 

Tbore DOW c.ppoaro gonaral roeognitlOD that tho tiao baa arriftd for 

tho nrat of thoao por1o4ie rov1ewa. SiDce tho bog1DDiDC of Jllllu&rJ thoro hllv4 

boon pli>Ood boforo Oongroea, or 0110 of 1\t Bouaoo, tho following: 

ll.eoomelld&UoDa of tho Social Socur1t:r Board for clwlgo• 1D 

tho law; 

Propoaala of tho Adrloory Oo1111C1l for ohaz>COI in tho fedoral 

pl&D for old-age aDZIU1 Uaa ao4a at tor a roar of otud:t 

with tho a14 of the l!oar41 a fae111Uea; 

ll.eoo-lld&Uona placed beforo tho Senate b:r ita apocial 

Oocoa1ttoo on t1DA11!PlOJ1181lt and llol1of; 

Propoaala of aD iDtoJ'-dapartcantal ooao1t too tor fllrthor 

developoont of ID8aaurea to protect health. 

Tho recoaellda.Uona 1D the .. report• are outlined iD an 

appendix. 

J!e,rlug tha b8D8t1t of the .. raporta IIOW before Oongreu, th1a Co-Utee 

haa aoole ih o;,;, eualnation. and aubaitt t h.lt report. 
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fbi fl-1&1 pro•h1- or the r~a1 ol4-IIP lanruae plaM an 

of outot&D4bc !.aport_, 'be-e ot llbe cnat -• l•ol•M. a114 the ooa­

quODcoo or the •U~M• UM4 1a ra1•1.ac nell larce -· ot -· ot the 

reporto bet ore Oo111reoo, oal7 \'U .ldnoor, Couaoll 1 • report d .. lo vi \II \llh 

rui>Jeot. YUh \lie roeo•tlll4aUoa ot the .ldnoor, OoomcU the\ theM tl.uDolal 

pronllono lbould be ob=C'Od w. OCIIOUJ', !hio reoo-aUoa h \lla\ the CO.,._ 

• 
• .,..,.nt obould •et each JO&r lh obll«atloca W>tler \lie plaa at thq aature &D4 

ohoul4 ""' p1le "'' \lla buce re•l'ft t\&D4 oo~>t•pleted 1llldn the pre- law. 

Two 78U't 11&0 the Obuber'• ....U -u111 aneabed creat bport- t o 111011 

a ~· It wr, properlJ urce4 thet there ohollld be no dttpaa4enoe 'QPCII re­

aol'fto calCDla\84 aocoMlllc to the ao\uarlal prbclplea aeoetoarllJ 'IUe4 '117 II 

prhate lnoura~~ea ooapezdeo, tor \be reaaon \hat ruch a pr-dure h •111 

1ceonohtent vi \II a COft.,..&\-opera\84, ooapaltorJ q.t. ot benetlh, ""''-

ported b7 tau.Uoa. 

There are alee .. 'bohllt1al arcu-~>t• ot a p-acUilal ltilll4 acatnat the 

co•e,..nt att•P'I.ac to - the re•l'ft plp. for taaople, 1'1101> a plan re­

qu1roo lo97 ot haaY)' t-• upoll pql'Ollo JO&r• lll 114....,oe ot the p~edt· bellll 

needed. or .,,.... .. , \1111 1o a ~17 dotlaUoaarr prooeu 1ll a per1o4 or llwt1-

.... 4opreto1oll, Cia the o\ller Mid, the ooUeoUoa '117 the tearal ~~~~·• 

of larc• 8110Uil\. ot ll0110J wll 1n 114- or the u .. to r upaDdl"'" tor \lito 

parpoeoo tor .etch \llq wre a.......ed17 Clllleoted WOIIl4 11lanta'b17 loiiA to haP)' 

dhoro1on ot t'UH fluldt to S..dUM pvpoaet ot • altocether dltteJ'OII\ tor\o 

CloYa.-at Oontr1W\loa 

~do-at ot the p-oml- tor -'1oa or a cnat re•"' 

aloo attord opporft&l\7 to o11a11p the COft,_.,,, CII&U'lllaUoa troa • 1.,.. 

direct to a uno"\ tors. on. ...,, .. -••• ooatr11raUoa le- _.. • ....., 
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ln old-age l.nourallce vill vvrallt nwatuall)', lllotoad of U..lo lllteroot proYiolon, 

a direct contrl 'blltlon fro• U>.o &OYor.ant to bo &4414 to the contrl buUono 

through to.xeo upon •plo)'lra u4 o.plo)'l... .t.o part of a cbeJico to a pq--J'OQ­

CO a11t• tbuo eboul4 be eont•platloa of oueb a 41roet contrlboltloa troa tbo 

go,..rr•••n,t , the ouct tlao of the direct contribol.Uon to be the oubject of 

tuture ot\ldT. 

'lboro """ ari .. a &lao a practical queotioa ill . . 
a pr.octlcal lit'!4'Uon. f1!o prellllt lw prortdu tbat on J111uarr 1 , 1940, tbo 

rataa of pao-roll tax, nov 1~ for .,.;,p1o~u and 1~ for 0111p1o~ao, vill llloroaae 

to 1t.' and 1~. Sueb &II incroaao vill .., ... to.x collacUono vill rloo froa about 

$600,000,000 a :roar to $900, 000, 000. Boaid .. , \hero h alread)' & roeono aeeuau­

• 
lntad wieb on Dec•ber 31, 1938, •cnmtod to $1, 131, 000, 000, The oztont of tile 

' 
tunda &Ya1lab1o DOzt ;year, if tbero 1o a olwlge to a pao--na-you-go baolo, h ob-

Ylouol7 lar,o. 'lbo • ount vill appaar 1arp, too, in relation to .,ob oupplo­

a~ntel &Dd lncroaaod bomtita aa are ••hocatod in U..lo report, \'bo azaot roquiro­

.., .. ta, bovoYOr, vill 4opond upon oomputaUolll aa to tbe .,.a needed, &114 ouch 

CoiiiP\lt&tlona aro not yet at our dlapoaal, Ooaoequont1)', wo belie ... that a dooi-
• 

alon vbotbor or DOt under tbo pq-ao-)'OU co qat• \hero vill be a llll4 of ad_. 

Ia the tax ratoo froa 1 por cent to 1t por cent Oil JfGU&Z7 1, 1940, ohould bo 

poatpomd until data DeCIII&r)' for a coD01ut1on can bo roacbe4. 

Ratao of 'laz 

1'bo ratoa of taz eboul4 bo rolato4 to tbo pr1Dolp1o or •pq-ao-701>-C'>• • 

The ratu eboul4 aot &rront1)' brl~>g ln mbotantlall)' aoro tball curroat coota of 

tho plan vi\h oDOugh to aalntalll a coJ~tlllcont rooorre o\lfflolont onl)' to poralt 

contl.nu&Uon of Moturinc benefit pqaonta cmnnc por1o4o of t•porar)' 4oprouloa 

and oontinuatioa of atablo taz ratoo. 
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Cootrlbut oro' R!,chto 

Tho oxhUliC procr• oonto.platoo tho ..-,-at of bolllflh to perooao 

u a !!&!!l that baloaco to th• ba-• of tho ooatri'lllUoao thq haw 111141, u4 

tho onntrlbuUoao thll.r •plo7'1ro haft 111141. fho qot.. thuo h to'IID1o4 011 the 

prlD<:l ple ..,lch Wlderlleo I\ICoeutul plane •plo7'14 1>7 prlnto 'llloilllu lholt 

to provide NtlreMDt )IODilOill • Tb&N ohculd al¥&71 ba nciluoo to oatocuard 

thlo baole feature, 

PreaornUon of a ITit• ba- ~" richh to bandito tor ..,lch theN 

llao beell J)8111ent vlll, on tho one hand, pllduall7 rO<I:uce the extent of old-<~p 

auhteneo ln the tom of ponllono for vh1oh ~nt baa not boon udo ~~nd, on 

tho other hand, vlll o'f01d lliV departuNo ln tho diNcUon of old-a&" bolllf1to 

or ouch a ldJid. • 

larly Benefl to 

I n order that tho old-a&" tnauranoo plan •111 be otroacthollld, lto balll­

ruo ohould boOOM a....U..blo at an oarllor tiM than 19~ 8D4 llll banetlh for 

thooo vho roach r otiroMnt ace ln tho oarller yoaro otter Pf\1118Dh bocSn ohculd 

bo mode more oubotantl&l. In tbh vq thoro vlll be a more favorable coeparhon 

vHh tho larcer P&lMM o ln the na turo of tree penllone vhicb vlll ba anllabl o 

lll>lor old-ace auht....,. lave of tho otat .. , vl\h todaral a14, t or peroono vbo 

""" acquired no rlchtl b7 rouon of e4ftDCI conUibutlono , .Aa tho law aow 

otDndo, llllll7 porooao ..,o baooM olielblo for aonthl:r P071l'llh in the oarl7 :roaro 

attar -nh bOCin vlll Ncaho ao U\tlo ao $10 a -th UDder tho o14-aco 

lnourance plan, vlth noth1nc e44iUoul ,._, there h .., aco4 opoueo. vhoNu 

a nolgbborlac buobu4 u4 vito, in tho •- c• .. rtll ocollCIIlc cl....-taDCoo u4 

or tho •- ace, aa:r throuctl a otata plan tor old-ace aooht..,CI bo NCilYlnc 

t3o a 110nth or 110re. fho roiOllllnC 1Mqual~t1 .. 'tiC1Ild •- t o be o'brlOillo 

Poot~nt of b ... etuo to lNll, 1D the pro...,t law, !lao - •­

nocto4 vltb tho aa~aUoa ot an 1DIIW- actuarial roooi"YI . Obaac• to the 
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pq-... 10U1'> plu_ &o ,.. noo-1111, "'U a.D apla t.a. a•&ll&'bl.a tor _,1111 
bt .. tu peJM~• 'Mci...S.C oa ~~ l. 1M). !bare "'u be nttiotea flllllla 

oleo for ioora&dJIC U. ,_tlta. 

Part of tbo iaora ... ia llaMtito e& tU. t oraa tb&t "'ll taa4 to pro­

aoto lila MCI1ri\7 11b1ch tile l&w ooate.pl&tea. ODe of tile• t 0,..1 ca 'be ~at 

to a urriod -. with ..Ut&bla pro'fidoa ecaiaet a'baao, of a ..,~•atarr al­

l owODCo oa 'behalf of hie ace4 vito, aqui'ralaa 111 aoaAt to balt u. bu'balld'• 

ova boll8fit. Of .,.,... .. , it ., 11P4 vita 111 11ft ova ri~t, lJPOII roachlJIC 611 ,.. •• 

of ~~"• 1a her .. u .. utled to a l&rpr 'b ... tu, aha lbollld 'be allowed to raoelft 

thh lorser papaat 111 u ... of tile wpplaaat1117 allow-. 

Mc>tbar tom ot ioore&M oboW4 be a praYhloa. lllll.or proper aat_...ta, 

shiQC to the widow of & iaaurad worloar, after lhe baa re8CMd ap 6&1 aa -=! t7 

• 
NUoD&'bl7 relate<\ to tba &DI11V bar baol'baad wollld baft raoetft4. fbJo wiU ~ 

sroat11 to the ..... of Mou.rit7 of tile 11P4 wo•a of tile oouatrr, 1lbo are ... u 

ware of tile pro'b&bilUJ tb&t a vito will OOlUift bar baol'ball • 

.l tbird t .... ot 1Dcra ... wollld lU.wioo baw ao ito purpo .. pr .. ouoa 

of f•UJ oaao.rU7, &4 would a.D prOYhioa asalllot tho -o tllet 011 111ei!H4 

worl.-r IIIIJ' 41a bat.,... reaahlliiC ap 611, leaylJIC ~t ohlldr& tit & widow with 

dopeDdont ohlldr&, lor the tor.r tbora lb01114 be prow1da4 dllrlJIC tba ,earo of 

UIUol d_..uiiCT e orph&'• -tit, IIDI. tor cell a wi4DW baw1JW 111 11ft care 

o,. or aora dapollllant chll4rea of . her doooued bu'ball tboro lb01114 'be a oorra .. 

poDdit~~t v1dow '• belli tit p&plllo c1uriJ1C U. pa r1 od ot 4o90'"'&CIJ ot till oii1J.dnll' 

Uht.ate Ooot 

With lDOrMMa ill -tito in oarlJ ,. •• lboal4 .. OOIIpiiiii&UIIC &4-

Juot.nto al..,.,.ra 1D tile prow1o10111 tor tho ta4aral plaa, 111 order tllet tile 

ulU .. te ooot ot the .,.. • ..., 110\ 'be illorouM• Orlsiul aoUMtol _.. U 

cloar U. ult-ta auto ot tM ,..._, .,... "'u 'be he..,.. !ba IJ'Mt&•t oan 
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oboul4 be aa1Dta1.,.4 to ... \bat tho ulit..ta ooewot the -rn• Ifill .,.,..r be 
ooata 

raUid abo,.. t~ / of U1e pre .. nt 4 tr, 

There ara t-oo polllh at dlch ooape111ato1'7 114Jut•llie ..., proparl:r 

be ....s.e. !be beaeflh of alacla per.au 11t!o attain ap 615 attar tho p1aa ~· 

reecllod tull-acale operatloa, Ol' attar tllll plaa ~· -,. cperathe for at leut 

20 ;roars, mt&ht be reduaed 111 tbout l.Jope.U..at of tho purpoe1 of tbl plan. Tblre 

mtcbt r.J.ao be a more epproprlata prOYieloa u to P&1100nh in tbl e""t of tho 

4Bath of a CQYared ..,rlaor before reachiJIC ap 65, vith the •o~mt reetr1cte4 to 

a rolntively •all1114%t.1ol be.,.fit for burial purpoooe rather thaD rioiiiC to Ule 

much larger IWII t~t might ba raacbld Wider tho preoent lav. It 11 not a purpote 

of old- age inourance to create ntat .. to lean 1- """' to othero. 

Other Jxtendo~~a I 

Othor benofih for pereolla included vi thin the preoent old-op 1n1Ul'" 

ance pl.aD and uteo.a1on of the plan to larce claa••• ot vorlatre not """ 1nolu4e4 

ben boon p.ropoeed in ODe quarter or aDOtber. ror ~le. there baa been .... 

14TOCaey of prOY14111C beaef1h fOl' poreo~~a 11t!o are 1Dclu4e4 vithin the ol4- ap 

1nt uronce pl~~n but wo before reach111C llj!e 65 become totall:r 11>4 pe.....,..ntl:r 

41oable4. and there are propo•al• for e:o:tandiQI old-age 1nwr&ca to do• etio 

oenant s and t o acrlcultunl laborere. 

lone ot the .. ut&alou, 1D our opinion, tbould be ..U at pr .. ont. 

Roopect1n& all of thea there lboul4 be demopeent of m&U~T more facti then are 

nov a•el.lable beforo U..ro u ., oll48a-.or to reach a 4eoh1on. 

In rocari to totol an4 pe..-nt 41ea!>U1t;r, ialur&Aca oo.pa~>lel ba" 

experteooe vhioh lbcul4 be anal:roe4 an4 tel<& into acoollllt. Wilen tho:r placad 

in their pol1o1eo pronlione for p.,..nt o to the 1Doure4 poreon upon hio beco ... 

1J1C t otall:r ~ pe-ntl:r 41eal>ledo they eac0"111ltere4 aWotrati" probleao 

~--~-----------,- --~--------
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of tbe n ut MCDltwla and ...tf.,..ecl IIIWill Ilea.,- l oe•a 'ba'- of ~ 1•-­
coarpelu llll'N oeneecl placlac 111 ~air po1lolae prorlolou of thb aor,, 

lx\ulloa of U.. pl& \o .UlUoael olu•e of ... rtaon lhovJ.4 awl' 

nldoDCO of acooaplhb•&R lA ho 41reoUOAII. ln tile flret pla .. , then ahollld 

1>a d&o,..tra tion that U.. adalllietraU'" pro'blaaa lao1- to U.. oo ... nce -

chen by till> law ba'N 'boen ool'rad. 'lhat daoutnUoa ......at be 1lftll Wltll 

aon~ ~nh 'bepn, lA 1962 UDder ulaUac 1• or ill 1940 U' tha law la 

altered. Under ~. praMnt law for old-liP lllwr-. 1101'1 tball 42,600,000 

acoounte be.vo 'boen Ht ~ 'b7 tile loclal lecurlt7 Bo111'4, wl\h an a'NriiC'I of 

17,000 bolnc ad4o4 each ..,rtlAI ""'' hel'J thJ'N aontba tllare be.o to be poe\-

l.ag of VJlCI datct. to 011 t\'NriiC'I of 28,000,000 of \haM aoc01111h, fJOa roporta 

tent in b7 an &'Nl'IIC'I of 1, 800,000 aplo,.n. O...r 6, 000 aplo,.ao of the Botl'd 

aro nov IJ141opd with \!Ia adalAlotratl'N flulctloaa, 101111 tben are to 'ba aora. 

Such flcurao •~~&Pot ~. olH of U.. •watrau ... taolt ,..lch hao aln~Q 'b­

Undertekon. Bov ... u it t».o ...._ .. , will not 'ba lr:llOVII Wltll U 1o pv.t to ~ 

tut for .etch 1\ !lao ...... inteiiiiM. - prortdtac for aoathl7 p-Dlo proapU7 

and acC\IZ'atalr for wor~ro vbo nun u 611, 

lxtenolon of tba CO'Nl'IIC'I to olaeHe of ..,rtaoro 'ba7ond t-• -
Co'Nred vlll raha adallliatraU'N pro'bl•• of aora d11tlcult7 ~~~~~ baa ;rwt l>a.., 

enoountol'ecl. !he olatHe - ooftrecl pnMilt \ba f-•t and olaplut ""'11111• 

traU~• pro'blaaa . Doaaetlc Mnu.ta and &lrlcultural vorloore will &1'" riM to 

tba IIIOOt ....01'01>0 and U.. _, 'baftllJIC pro'bl••• C.rtalnl)', the loolal Saalu'l'J 

Board oholll4 ot1!47 U..M pr~laao. o..l.J ...., U oc pra...,t ooluUou tbat are 

ruu atlo tbould u.en 'ba oCNU~ldaraUon of u-olon of OOftl'IIP to ~- oluMo 

of wort.ra. 
for \ba fadaral o;rw ta of ol4 liP luu.-ae 

Thera ara other u-otoU{.eloh w 'balla'N - 11PProprlatal7 'ba 
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Moroo•wr, than appear• \o be a dilor1a1JI&UoD, 1a that b&lto Dot 1a tha reMrw 

lxclualono fro• 'lax 

.t.a oxapla • of eJ'J'Oro 1a tha 1• vbioh axperleace Dalolo pla1,.. tvo 

lnotonceo ot taxation aq be ol\14, At preNDt, the -inal .,_, paid to e,_ 

plo,ooa of non-profit orcanhationo that aro oxapt froa federal incOM tax are 

wl>jecte4 to texoo tor the federal pl1111 of old-- inwranoo, '1'he inconohteace 

II apParent: tor ouch nee• are not 1ato11414 to be a 10\II'CI ot l1Yol1hoo4 tor 

tho rociplenta, In another 1111 tenco the to.xeo are now 4hcouracinc to eaplorero 

in atepa tho:r 116T ve.nt to t ake of their ow accord tor the ba111!1t of ollploJeOI• 

Tax 1111at now be paid upon ~Dte an aploror aq llalal toward reUreMDt be..-

• 
tlto for eplo:ruo, prortdon to r 41ealeoal v-•· 11141cal 0114 boapital care, 

• 
and al.mllar purpooeo . Both tha DOIIinel .. _, and tho p-nto w haYO d01or1bed 

oboul4 be excluded from tha oto.tutorr detlDitioD ot .._,, &Dd oo aa41 tree ot 

tax. 

Indeed , pe;r-nto 1Dto tundo to lllPPOrt ouch pl&IUI of aploJero 0.1 VI 

have mentioned ohollld be free aloo fro• all llloo• taxation, otate or federal • 

.Ul mono:r pa14 for the 'b&Mtlt of ..,r lalro obolll4 be doYOtod exoluhelT tor t hat 

purpooe. For li.IID reaeou, tha b-nto obolll4 be t ree froa tex.aUoD. 

UD!!plOJ!!Dt Cdmp!DI&ti on Progrea 

'1'he ......,lo,..at c011peua tloD prccr• tJ>atltuted br tho Social S.ourltr 

kt h """ oo•iac into tllll effect. .Ul but t"" otateo are ..., pariac -pl.,.. 

'"'nt oo11penoo.t1on. B7 Jlllr, 1939, all etateo vtll be Ml<iac w.oh p&Jeento. .t.a 

of Jcuar:r 31, 1939, tha fWldo ot the 1 tatee on 41Poo1t in the United StatiO 

trealllJ'T, lnYOo\14 ae coat~lo.tld liT laW, eaountod to $1 ,074,000,000. In P8l" 

roll t lllttle, t ho otat•• viU oollo.ot thia Je&r alaoot $800,000,000. 
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Tbol Jli'Opo.,.la of Ule Sool~ lleclarl\r loaM for .._... la u.a -

plo,.oo~OOJP•aUoa proYlaloM of U.. loolal lecau'l'J Aat of 110a\ far-reaohlac 

chNacter relata to U.. uteaaloa of oo .. r... . !bare ba" bee ao propoa~a wUb 

roopoot to a olwlce la tblo rata of tlw t.ur~ tu, •1• la a ooa\rolllac teeter 

for rateo of atata tu. !be Joal'f. lh~f baa tblo lapart'""* -llll&Uoa. U..\ 

thero be a challce 1a tblo 1>aoe for tile ta, \broQcb UaltaUoor of \be tu to U.. 

rtrot $3,000 of &IIDWil oc.paaaaUoa uoullhc tllat f1CI'ra• 

Tu Ratoo 

We belie" that prior to tba u1<iJ11 of .., dl~~~~t~~a of a 1aportaat 

obaracter tbolra ab.cral4 be a coaprebaul" atu47 of U.. a:dotlag qot•, aa4 tile 

ro.W.h publhblod. Tbara are llld.loaUoao tbat, lD - Ju.rh41oUoaa, at leu\, 

the 8111011Dt of the ooablllllcl. atata aac1 facl.aral tu to axoaut... ror a:uapla, the~ 

dlrootor of tile tl-plo;raeat Ooapaaaati oa 1oarc1 of tblo Dhtr l ct of ColUIIbla I.A 

roporU~~g lq>Oil tile cou taatlr crowiJic 'bal.&Dce la tile .-plo,..,at t rwot tl1lld. of 

tbe Dbtrlct baa oalcl.t 

•&.,..tuall)' w woW.cl. ba" all tbol aour there la la tile Dlot rlct 

if t bla au.rplue 1a allowacl. t o ac..-lata ao 1t h aow. • 

In tllb ooDDOotlon, lt h, of oow "• \Ne that aar etata M:f ralu or 

lower the u01111t of th atata tu, but if tile tu rata 1o - leu tile 2.~ the 

tupqere of tile otata wov.l.d atlll be raquiracl. to pq a total t ax to tblo otata 

&ad to tba tacl.eral co .. .-at of ~. eo lo~~g ao tile facl.aral taz h loopt at that 

f1&u.ra , We =ce. tblorafore, that oaratw. ooadcl.eraUoa be Cl"" to tile 4 .. 1..,.. 

abllHJ of tile aae~at of tblo facl.aral act to Mloo it poulble for aar otata to 

reduce the t ax barcl.e of tile •ploJ&r• wltbla tba ot ata to a rata 101>1oh will 

ruult I.A tile ralal~~g of tulld.a oDl)' autflc leat to •et tile Made for a.plo7"" 

brlaDCa laU.M 

lle41loUOD of oollaoUODI f ... J&l"ll 
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proTiolona tor expert.,..,. raU111 •- lato otfoot. llbaa ~~~ prono1o• ...., 

adequat e, thor proeoto la all otfooUYo ..,...r tho purpoooo of loclolatloa tor 

W>OIIIplo11"'Dt ooiiJ)Ouauoa. liJ cinac a opoolal ._u.,. to o.plo70ro to ~ 

' 
nnt uc•pl011"'Dt, lt tho aaturo of tholr 'bualaooo will pol'llh, thor teD4 to 

lolop UDOapl01MIIt at all lrroduc lblo alate.. 

Br prorldi.Jl« allowADOoo wt.n • •ploJOr' o tax paid to hb otate clo­

creaooo v1th h 1a de~~onotratloll that ho 1o oucoooofUllJ otallll hiDC oporat1011o 

aDd aaplOJAOIIt, tho Social SeeurHJ .tct pato 110 obotoolo 111 tbo YtiJ' of oxperl­

IDCO r c.tlDC 1a tho otc.t... 'l'bo lavo of O'IOrJ' otate ollould 1Doludo prooriol o11 

tor o>q>orleiiCo raUr>g of 8DploJOrO. Tho pui>Ho 1ntoroot rill ba proootod, -

ploJOro rill hDn oaorlD;:a 111 pa:rroll tuu 1a accordnlloo ri tb their &cOOIIJ>llob­

monto, and all eaplo78oO vUl bo ba""fitod. 'l'bo adormtageo of exporlonco raUDC 
• 

far outvelgh tho objoctlou - DCaiaot 1t on tho grouD4 that 1t aar roqulro 

moro record kooplnc in tho publl o offlcu edllln1otor11JC UDOooplo7"'011t-compollo ... 

tlon lan. 

laplol! .. Coororod 

'lbo Social Seeurltr Board' • rooo-D4atloll ao to extODoioD of coororago 

h tho • - 111 rocard to ~pl01MDt COIIJ)OM&tlOII ao vlth roopect to old-ago la­

OUJ'IlDCG, - l.o., to ~oUo oonaato aD4 tara labororo. OUr attitude on thooo 

propooala for oxt&olon bora 1o tho •- ao 011 propooalo tor a1a1lar oxt•o1oa 

for old-ap 1Dnra110o. In tact, tho probl- to be oolorod a&J bo ..,.. aoro dlt­

ticul.t 1n co..,..cUon vlth thooo olaaooo of vorlooro Wldor a l av tor UllMPl011"'1lt 

eoaponoatlon thaD tor old-ace lnouraoco. 

'l'bo Social SocurltJ Board propoooo that tho fodorol act bo -llllod to 

proorldo that 8Dplororo of 01111 or aoro poroou bo oubjoct to tho fodoral tax. U 

vlll bo rocallod t hat tb!l tu 1a tho pro-t !adoral oct rolatoo to o.plo,.ro of 

Regraded Unclassified



- 11-

»eon ... o! ~"- -ber o! •plOJWo briQCiiiC ., •plo)'Or wUhla tile 

toc!o.-1 act obould be cn4ual. lew .-1Jl1o~ra~bo 4.1!tlcu1Uoo 'llhlcb ..,. .,.... 

to arho ..., ~on "-.,. an opportunlt)' for oolutlon, wberou 1n a aoro .,.,,.._ 

fol'll they •lcbt dot)' ooluUoa. ~. wo belloft it ....too to esh114 \be 00.,.. 

orcco of tho !odoral .I.e~ at o11eo to •plo)'Ora of o,. or aoro peroono, &114 pro­

poao tbnt now an lntor110dlato prnlolon ohould be M4o caualiiC "" eztonol oa to 

cplo)'Oro of !our or aora poroono. 

'fax Be.ae 

Vo welooae ~o roc-DdoU"" o! \M Soclel S.curltJ l!oard that tbe 

Cederel Pll11'0ll taz bo llaltod ~o the tlrot $3,000 of annUAl wegeo ao h tbe 

Vo roc..-nc! ~ha~ tho •- limitation ohould bo plaood ln ell otato lawo, 

caoo wltb the taz for olc!-nce lnour&DCo./ Vo - · too , wltb the Board tM~ 

tho taz oboiUc! be aoooooo4 on ~bo baoh of •vaco• pldd0 lnoto&d of •weco• Pll'"\ 

able , • in ordor tha~ tM baolo aq be tbe •- ln tbe two parh of tho ao~. 

In ohort, wo concur wl~b the otat..,n~ of ~. l!oard that tho !odorel -plor­

IIOnt-coaponoatlon ~az proTlalon. ohould be oombl,.d wl tb thooo of old-ceo 1Jr 

IIUZ'&DcO wblob relate to •plo)'Ora. Such coablMtlon will '-" tbo ad'flllltCCO 

of rolleTliiC eaplo)'Oro troa ~ two oopara~e roturno tor pc17r0ll tazoo to 

tbo !odorel COftMIIIInt. 

iluplozeo Oontrlbutlono 

Vo belllft eloo that cplo)'Ooo ao wll u .-plo)'Oro ohould oontrlbuto 

to tho tUDd.o rroa wblob =-PlO)'OOD~ coopenoatloa -tlh aro peld. !l'hh pro­

poool h made not oo web ,,_ tho point or Tlow or rellniiiC .-plo)'Oro froa a 

portion of tba coot u fro• tbe point of Tlow of aoouriiiC a dlroot &114 oont1J111111C 

lntoroot on tbe part of tho •plo)'Ooo, both 1Jl .-in1otra\lon of tbo law oD4 'llhon 

modlflcntlon. aro uodor conoldoratlon, 

State .fereoeatl 

n. aoot 1J1par\lal a4 abla ,.,JlJllotratlon h el..,. ooapaUblo wl th 
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purpooo of web lociolatlon u U1o pro•hion for Wllllplo,_.n ooapeooUoa. laah 

ao ldallllotJ'&tlOII h pouiblo olllT 1t all publlo aplol'Ooo with a J'Olatlon 1o \ho 

oul>jeot &1'0 W>dor oi'ril oonioo. .. aooor41DCl.T bolino Ulo Social locvl\7 

Boord 1o taldllc a corroot poolU011 111 aqlllc t.hat \ho f04aral aot obwld be 

••a.d.o4 eo that oaoh otato v o\114 bo roquiro4, u a c011d1Uon prooo4ont t o \ho 

aoc:ur1DC of fo4eral tw.la, 1o ootabUah o 17at ... t1o • r l\ ,,__, 1o be aubJect 

to eppra.Al b7 \ho Social SeCW'lt7 Boor4. 

Unlto4 Stotoo lllplopent Somoe 

Tho Un1to4 Stoteo Jmplo7110Dt Ser•iee, at pretont in \he Doportaa~~t of 

Labor, h a coor41nat1DC agon07 for atato ooplo,..nt eo"iooo t""ar4 ..,loll, W>dor 

lo&lolatlon of lt33, fo4oral o14 h r inn on a balle of tha aaount of fe4oral 

a14 being at loaat aatollo4 b7 the atntoa. There aro th111 federal upon41tUHa • 
for o4Jillliatr&tho uponooa &114 federal a14 roaollin£ at lout t9 ,000, 000 in tha 

naxt !local )'9&J'o 

llut W>dor tho Social Socur1t7 lloar4 there will be £1'11Dtl h• \he next 

f lacal l'OOJ' of &t lo&at $26,000, 000 of f04arol DOD07 to otato o.plo,..nt ao...­

icoa, In OODD8c\1 on with ......plo,..,nt coeponoatlcn, tho Social Soclll'i\7 Aot 

contemplatoo that \ho f04arol conr'llMnt out of Uo re""'""' fro• tho fo4ora1 

tu on p&JI'olla 'IUldor !itlo IX 1a 1o Pa:/ t o \II& atotoa \heir c oota of •aio­

tratlon of tboir ll&ialatlon tor UDO.pl07"011t bo,.!Ua. Ot tboae ooata, a lorp 

Plll't h in \he poat17 1ncreaao4 ooato of \ho atato •plo,..nt 101"riooo 111 oooz-. 

41naUDC their labor osehanp a 1o pronllou tor ....-plo,..nt oo•ponoaUon. 

Peraono ..,o beoo• - plof04 1111.0t bo J'Ociatore4 at tboao labor ozoii&DC••• 

efforta JNOt be •41 1o fiad aplo,..nt for \baa, and oortltioatoa that •­

ploJ'IIOnt baa not ,., -~~ foW>d 1111.0t bo hauo4 u proroqu111toa 1o \heir ob­

taining J>11180Dh of UDGaplo,..nt oollponaatlon. 

Me..-.....4 in panta of fo4oral _,, 

lapl-nt loni• t or tho Social ~ourl\7 Boor4 &1'0 INCh • ol'l oztonalw \han 
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tunctlolll tor the l.&bor Dtp-D~. I~ 100uld ooueq,»Dtl:t - obrlou that COD­

oldoratlolll of eftlcl&Aq oall for ~rMefar of tba 11D1h4 Statu -.p10,_,., S.z-r.. 

lee to tba Soe!.al Secur1t7 llo&M. 

St..a1lar1ty of Dtti.DltioDo 

4o elre&47 1114ioated, the Oooaittee belle.,., that de!1Dlt1oDI lD the 

part of the Social Securit7 Jet relaUJ¥ to W>Oaplo,..nt ooapeDiaUoD ohou14 be 

broucht lDto ouch acr-~>t wHh de!W UoDo lD the part relat1111 to old-ace 

lniW'N>C8 that "" •plo:te.r wUl be able to aalal om roturn tor paJrOll tuao 

wnor both port1one o! tho law. Thh proceoa of brlDCIJ>& about unlto,.lt:r 100uld, 

of coW"ee, requiro that 1t there h accep~ance o! the reoo-DIIaUone i n oonneo-

Uon with old-ace lnllD'ence, tbare ehouU be oxolualon fro• tho detlnitloD ot 

~· tbo Doooinal vaceo paid by non-protlt org11Dbat1ono , Nl4 oleo ..,l=tar:r pllf' 

monte made by oaplo70re for benof1 h to aoorue to tbolr oaplo;reeo, aDII that tbare 

obould be tlla •- exoluoloD ln conmction with unaaplo,_,.~ coapenaaUon. 

But there aq be differoncoe in detinlUooe oloo betveoo the toderol 

lev eDII otato lave for unoeplo;raent componeaUoo. SUch ditteronooo thould not 

bo pormltted to preTent "" 1111pl070r troc obtaining ottoot egallllt tba tederol 

tax up to the III&Jdwa ot ~ tor pep&Dh aotuall:r aede ullllor otate lan, e._ 

~houch there aq be eo• dltterencu iD deflnitlone tn>a the federal otatute. 

Similarly, >~ben an •plo;rer ••UJ¥ tho d1tflcult7 which often exloto ot aaldng 

a dooloion a e to the otate to which he thou14 pa:r tax on aooolll1t ot oo• ot hi.o 

•ployeeo ,. ... , a ahti!D and pa:re to the vroJ¥ otato, he oboul4 be ollawed ott­

oat when he correctl the error en4 pa:re to the correct otate. All exteJ>oloo of 

tlao rlthln mlch credit aq be ola1Md vlU be aeceoaar:r tor thh purpooe. 

'rhen are otbar feature• an4 in\erpretaUooa of tlla proTlolo• ot the 

Soclol Securit:r Jct r eprdl.J¥ ,_plo;raon~ ooapeoaaUon lOblch are peculiar to 

thh par~ ot tba 1..., an4 lObich. occordlDI ~0 -ria-, ohcul4 be oorreoted. 
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U>at 011 officer of a ,......protU or pallalloa, lObo MI'W o wUII<nd OOIIpllaMlloa 

IDI for ~trl. otlo, oiYlo , or buaul\arlaa a otbao, 1o \o be coaated ao .., · ­

plo,ea• for the purpoee of a-r\alaU& lt the orpalsa\loa bat elcll\ or acre 

•ployooe, aDd thua lo oubJec\ to \lie federal ~11 tu, hell u iiUI'41Ue1 

OM oDly lu4 t o lajuaUoe 110\ lA\eadH '117 Coacre11 , 1184 eboal4 be lll4e4. 

Public Aaelotaaoa 

.Advoe&UIIC a et reac\lleAlllg of provlllou for ol4- ap liiiiD'-, ,.. do 

not boUno thDre ohoul4 bo 11441Uou \o the federal rupoaliblll\;r for the ol4-
' 

liCO aaoht anco plane of the o\atu, 11D4er the por\lon of tho Soe t81 S.curH;r 

Act dealing wl th t11a oubJect, tho - of federol al4 to h iCrolaiiiC wl U>oa\ 

orq aM1Uooal l oglolaUon, 1D. tho cVHGt ;rear the approprlat1ou of C0Dgre11 

for fedoral aid t o etatel 111 tlle1r plano for ol4-ap aaolotoace are *214,000,000. 

' 
fllo ,.ount aetecl of Concre11 tor ...n .,. ... to t22f;,OOO,OOO. '!'be growth 111 the M 

f1curoo lo eppueat froa l zpaa4Uure of federal flul4o for t hh JIVPOII ill \ba 

;roar c:>dOd wHh .TUDO , 193'1' - . 124,000,000. !bo obe tll h oppr oprte\loa lo reaab­

l.llg lo oopec1all7 aotelllo t a new of the cuoral pollc;r 'llbloll h beliiC t ollow d, -

vlth tha otatee pr ovl 4111C, vUII tllb federal 114 , tor tllooo 'llbo are l D aoed 11114 

are aot •plo;rable ,.,llo the federal ..,,.,_at 'llboll7 at ito IJ;liDM provl 4ee 

vorl< for tlloee who are lA aood 11D4 are •p1o;rellle, Ia prod dliiC work ral lef 

through the Workl Procn11 .AdlllalltnU oa the ,.,..-at to t hlo roar op1114111C 

over tvo aa4 a quarter bUllou of dollaro, or acre til.., 111 a¥ p....toua :rear• 

Ia the t - ot ov.cll 1arp eJpeAlt'lll'llo - vltll pqroll taeo beliiC 

levtOd to ea earecate of 1 . 6 '111111- of dollar• tll1e roar the n:pead.ltureo 

M4 the aec-TliiC bv61Da ohO'Ol4 - - be l acreaoed. Ia parllcoalaro the 

CODtrl'buU ODI of \lie f..S.ral ~a\ for 0~ UOloUDol ohoal4 DO\ be 

lacroaae4, a o 1o propoeed 117 tba opeolal laate ~\teo. I\ M7 be ,.,.. tba\ 

a -•r of etateo are ...,erpliiC the ,....alo-t prooe11 of reoaotliiC their 

loglolaU oa tor the ts-tac ot ol4...,. aoolo._, llo\ theM o\ateo _. aalalT 
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belated I n ghiQS attention to attere vhich llhoulcl haft bMn urlilr po.t rtcb\, 

Io a .,.bor of ,_,. otala loclola\lon hat noaded. rnioion: tor there bao -

· - un111Cce11tul 8114 e...n thoughtluo export.enUIIC ao111 the otatu. Certaf.a4', 

\ hDre 11 DO C&UIII tn the l'IO&IUQ& Of etate lectol&UOD for tncroaliQ& the ocala 

o! toderal ald. lwn thoucj> tha here ... 1o ougcoote4 1D tho to ... ot te4aral 

aid "' lbo otatoo for opecial plMO tor aoe1lt1111oe to h&Ddicapped poroono Wl4er 

65 roer• of qe , •• 11 DOW propeood 1D tha bill draftee! to 1ncorporala the prc­

poolllo of the opocl.al Sonata c01111ttoo, the pr1ao1ple thoulcl be recegailod ao 

tho •-· M4 both on pr1Dc1plo 8114 bee.., .. of tho &4414 expeD41turoo, tor which 

\ho Initial approprlaUOD wulcl be $125,000,000, thil oxteaolon obould 110t DOW 

bo conalderod. 

!either heo there btell thovn a JU11Uficat1cll !or a related propooal, 

thot otateo whare aftrtp 1Dc.,..• - tho leftl of lbt otoa4&rd of lhillc &1'1 

l ov obould rectift 1101'1 thaD their pro rata of federal cdd. fhe propoul ot 

tho opocial Senate eo•ittee 11 that the contrtbutlon of the UD1te4 Statu tor 

poblle a u11t!IIICI ot ace4 porooao thoulcl be ~ ot the """""' paid, but 111 

t tatoo whore the aftrtp por eap1tt. 11100111 1t lou \hell the anrage tor the 

countrr 111 t. vhole tho federal co11trt buUon obol>ld be ra1oe4 1n proportion to 

the 41ft ereace. hell a torwula voulcl be 1DCOIIplete, the Social Seaur1t7 Joard 

h&l poilltod out 1 tor thero thould alto be talam into coDotderatioD lbe no edt of 

otat to . I t there wro ouch & addition to tho t oreula, oat port ""ulcl mbat­

tlal17 of flit tha other, aD4 the b t.o11 of federal !Lid would r•aln mud> at at 

pre tent. 

Public Health 

!he Social Soaurit7 .t.et contlliao prorldoat 1DteDdod to proaotl pul>lto­

hoalth oonieee in the otatu. For that pu.rpooo thoro 1a federal aid for otateo, 

counuoo, t.Dd othar otate oubdhhioat. 'l'ha looial Soaur1t7 -..d ttoUfiu tha\ 

•llle• 1935 than bao -n a ~MGt 1DCrt- 1D thiM ..,uYitloo 1D the otateo. 

• 
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lor ouaplo, tbe ll.,.ller of OOUDU .. wUII oobol ... Uao MaUll offioero elaoet 4oul>le4 

Ill tbreo )'hl'O. 

Jut ooo11 ettor tbe llocial .. .,....1\7 Act 'becao llllt tbero ,.. IIIPOilltM 

., llltord.epertaolltal c~ttoo tc ro-114 utouioll of tbe prcYhiou of tbe 

social Socurit:r .&ct 111 MCaN tc bealth t~et1Y1Uoe. '!'be ro .. lunc ropcrt tbe 

Pru14ont bel pl..,.d 'before 00DCI'OII for •tl&47• 

With ouch a eubJoot it 11 41ff1oult 110t to be IJIIP&tbetio, but 'before 

4ec14lllc upo11 tbe aerita of 41J7 ~ltic propooalo it 11 -•...,. tc aol< if 

tbe countr;r c.., """ afford t~. YMt vov.l.d be ontoUod in pubUo oJp.,dituroo 

1o _..8llt rr .. an oottaoto tllat, if tbe rooo-..dat1011o 111 \be report which baa 

..., boon placed 'before CODCZ'Ooo 'No•• tnll;t opo ratho, tbo IIIIIN6l e441t1onol 

coot oould bo $8liO,ooo,ooo. 

!boro ooeao to 'be but o~» ooDCluaiOII with roepoot t o tb .. o propooalo. 

'l'hh 1o tbe oonclut.lon tllat tbe;r ohould 11o t 'be conl1doroc1 untU tbe cOUil\1'7 c811 

afford thea, - c., pa;r f or the wi~ 'bardoao tllat vUl oroato lift bordohipo 

in ot bor direoU ono . Oono1doration of tllooo propooolo, tlloroforo, ohould 'be 
• 

pootpo110d at loaot until thu'o llao 'Mea ouoll ....taco 111 prooont plll>ltc O.JpOO>di­

turoe that thoro 1o anilablo a oloar - rv.ftloiont to _, tbl full oeUaotod 

lltl.1ll1ol coot of tbl propooala. 

IDCUL OCIOil'r'lD ~ TD SOCIAL DOOII'lY M1f • 

• 
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PROPOSALS JOB AM1 ' 1Nitl to !D 
SOCIAL SICtlllft .&C! 

Pr opoaala froa oftieial oowc11 f11r tbe .. ,a411ellt of the Social 

Security Act lla'fCI bam llllldo by: 

B!JID'I!S 

'I'M Social Sec\U'Uy lloard. 

'l'ho .Adrloor7 Oouncll on Social Socuz:l~. 
(lihhorl Eo SOc!il SCICurUl IIOcii'a Aal so..-te Co11110U too) 

!be propooalo· of tbe Oouncll are r eatr lc to4 to the prori­
alono of !itleo II am nii on o14-a,o lnourllllco, 

Sozate Coudtteo to Inuotlfate 0Deap1ol!!nt Aal iellet. 

!'he propooalo of tbe Oczmittoe llaYe bom put into lociolntln 
to,.,. thl'ouch a bill (s. 1265) 1ntro4uco4 b7 s o..-t<>r Byrneo. 

'l'llAl propoooJ.o of tbe Oc1111:11t too lla'fl booo put into 1ogll1e.­
tlYo foro> thl'ouch a bill (8. 1620) intro4~¥>o4 by Sonntor 
Vacnor. 

• 

Starth!f Mo11\bq lleatih 111 1940. Tbo lloard , tbe Co>mell allll tho 

se..-te co .. tttoo reoo•tmd that .,11\bq bonotito bocto lo 1940 1Dotud of 1942. 

IIIOroaol QC lleotl to lD lull Tooro. Tbo lloard allll tbe Councll r oe> 

OIUIItnd. 

llo110t1to tor ='fo4 Wboo. !be lloord allll tho Council rooo•ollll. 

llenetlto tor V14owo on4 Orpba!!!· Tho lloard allll tho CoUIICll reoo•ea1• 

Tbe lloor4 propoo11 that bo11ati to obelll4 bo po14 oD bobalt of cb114roo ot leoot 

until tbq roocb 16 701ro of oce. oa!. unU1 18 whila oUao4iar; ocboo1. 

Dbabilltl IowrDIIOo. !be liDor4 ...,. tbe Council arcue for OYOIItual 

booatito to porae•Ul 4habL...t poroon" 
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!118 Co11AC1l, o~. propouo U.\ 

b-tlh pa,rable \o ..-rr1e4 b4h141lale, litter U. plea baa b- 1D open­

tloo a nuaber ot JMl'l, eboul4 be re4..ced, 

COn:a.&Gli 

231 

Tbo Board 0 11 ot \be op1a1on \bat it h eoual eoclal PQ11oJ \o enend 

old-ace 1nwrance \o ae - ot \ba Jation• • -•• ae potolble. • 

='frleultural Labor . The Council voul4 coYer all tUII emplo7eeo u 

alniatrat1Yel7 poulble b7 J...uDrJ 1, 1940. !he !oar4 volll4 include all 

oqlcultural labor u:c• a hired aea o.plQJe4 'b7 a ~1 t ...... r . 

Do""otio SerYanh. 'l'luo l!oar4 end the Oounoll reco•eal their in-

clualon. 

alon. 

Jon-Profit or..,loaUone. !118 l!oar4 aal the CoUDcil uoo-eal tha 

lnclualon ot o.plo7ee o ot rellpoua, educational, aal oharltal>lo crcanbatloaa. 

:Pereonal Sei'Tlce. Tha l!oar4 propooeo that, racar4leeo ot lecal otatua, 

all pereone in IIU'botantlal ralaUon ot flllplcJeoo 'be OOYere4 inclullac, tor •~ 

aaple, all laiiQHDCe, real eetate, end traYaliac oale••· 

FllWICiliG 

014-.&r l.eeene Acoo\ID\. !118 Co\1Dc1l otatae tbat "ualar ooclal 1n­

ouranco procr- 1t 1o aot ,.. ... ...., \o aaintaia a tuU iaYOite4 r10one e110h 

•• h required 1a priYate 1A-anoe Foz14ed 4et1n1te prondon h ll&d.e tor 

SOYernnental euppor\ ot \he •7•'-·" 

!118 l!oar4 lNYee reco•IDII•Uono to \he !Preatur7 Departooent • 11o 

r eeommendatioaa trom \he !reatur7 Depu"t•n\ haft 71\ appeared. 

l.neuue troa lourceo o\Ur Ulan ryrou ,..... "" eo.-u ........ 

aealo tho a4opUon of \ba principle ot 41e\r ib\l\1JII t he ..,...,11&1 ooet ot \ Ill 
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ol4-oce l.nour&DOe qat• "' approxbahb' equal coAtri'ouUo,. 117 o.plqaro, 

emplo;reeo, and tba ,.,.el'IIIIID\ , 

!M :Board COllC\Il'l iD tU propotal for parUcipatloD b;r tba IIIYirD-

act. 

Tba CoWlC11 1Do1ah that 1tbe IYC\ual &Dil1lal coat of \be 111WI'&DCI 

bonefite ftOW racoameadod, l D ralatioD to co•era4 pazroll and from vbataYer 

oouree tlllllloa4, aboulA DOt ba iacreaea4 'ba;roal tba IYIDtual ....,ual dhburo .. 

atDh uDder tba 19315 .Act, • 

P J.ll!OLL 1' AXIS 

Poatponement of Iacr ... u. I. majorlt7 of tba CoUDcU reco-alo that 

tba incr ... a 111 the tax rate fro• 1~ each on ollj)lo7er and e.plo;ree to 1~ on 

• 
e&Ch be allowed to so into e!!ect u proYlda4 1ll the .Aet oD J111uar;r 1, 1940. 

Several anben of the CaWtoll feel ~at thlo ~ 1acreaae in the tu rate 

oboUld b e reeoulderod IIZld tbet 1t be &llowa4 to co lllto o!teot ollb' after car .. 

VlliiiiJ!lo;rment Co!IR!DaatloD 

Tba :Board and the Spaolal SeDate Co•ittee ban lllllde recoaeal&tlOIII 

for c~eo iD the Ull.,.plOTiltllt OOmpello&Uoll prorloiom of tba Social Securlt7 

J.ct. 

1'be Se•h Committee h&a aloo offered reco-lldatlono !or challpo iD 

otate lllwo. 1'ba waitilll period, accordilll to the Co,..ntee, oboul4 ba ol>ort ... -

ICI. to .,. weelt. !he period Df blllofih oboul4 ba 1~•'*"• !he ... Wih of 

benetlto ohculd 'be tua4 at a fw otalldard flP••· Tba coaplicatecl. tax •JOt• 

eboUld be olaplifiod. 

Tba Coll>lttae auerh lbat !adoral approprlaUolll to conr tba coat 
.. ... 
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"•ekl7 
p!lll!ll\1 

• &.00 
• 7.&0 
$10.00 
$12.&0 
$1&.00 

233 

Pereo111 eligible tor llllnplopont OOIOpellta\l.on vbo vorl< at loaot 26 

veol<o 1n pro'f'ioua 12 DOAtho. Wal\1,. por1o4 o.,. "'*• Duration ot benotl\ 

period 13 ...... 

1'be Board ~ that \be 1101t prou1ai problen 1n lllllllploJMnt co ... 

penution 1o 1mproYOIIIInt aDd dmpl1f1oat1on ot otate lave w their aclm1n1o-

\ration. 

llCPI.01'DS1 W .AID UPCil'l'li!O PliOCIDUI!IS 

'l'he Board reco ... cdo that the federal \llleaplo:rs:>ont OOI'IJIIDO&tion tu 

pronolono be OOabined vitb t heoa ot oU-IICI lnwrance to reline emp101ero 

tron aold.JC two "" ot tax rotlll'nt. 

:!X'l'IISIOI 01 OO'IDJDI 

1'be Board r ecOS>elllh \bat tbo OOYOriiCI ot llllecpl.,..ent ooaponaaUon 

be o1D1lv to tbe coTeriiCI 1t reco=d• for o~ a-• >4th car\aiA 

oxcepUono. !buo, 1t voul4 br1,_ UDder tbo ~~~~~t coaponaation pro­

'rioiona agrieultlll'al vorbro, 4omeot1o ..,p107111 u4 ecpl011U ot non-protU 

or Cf'Aiaa tloM. 

OciiJI!!!!&tion for a-. !M Board r oco...-.lo \bat a tedoral aot 'be 

paued co•er1,_ all 11&rlt18e .-plo,....t ..,iob 1t 1o not pouibla or praot1oabla 

to briAg u•hr otah l&WI• 

¥gr .. ot o.. or llal'o !l!!lGl-· !M Board roco-..4• that \be 

Feolllt t ed&Nl roo\rlc\l.oa to ..pl01&n ot oilbt or - • a.pl01- be olW­

noted eo tba\ ..plo,.ro ot o• or -• •plo,.oo voul4 'be OO't'erlll. 

-
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.&JII!U.IL WAalS SlllnC'l' !0 !.U: 

Tbl Jo&r4 r-•ellllo tb&\ \be fecloral JI'III'Oll ta:r "" llaihd to \be 

nrot $3,000 ot Amlual wce• ao ia \be oaoo ot old•oco lllouruco \&Xu. 

STAH DIPLOY:BS Ullllll 11111'1' ST!mll 

'!'be Jo&r4, ao wll ao the hllah Co-.!Hoo, r-CIId• thAt \bo 

Federal .Act be oaolldecl to require thAt aotbodo of ototo odlllDtotratioa oholl 

include prooocluroo for tbe oo\ablioballlt &llll ll&lntlllaaco ot pQooDDOl otoul.­

ardo oD a aer1t booh. 

COliSOLIDA!IOI OP J'lllD.&L .t.aneas 

The Jo&r4 calli atteatioa to t he dooirablli t)' of the "erSi~~r ot tbe 

11Dito4 Stateo Jlmplo)'lloDt Sernco (DOW in the Dep<>rtiiiOnt ot Labor) vi th the • 

Boe>rd'• Bureau ot Unompl071111111t Cc"J)Guat1on. 

The Senate Oollll!ll.ttee r eco-udo that tbe lcplQ)'mont Sor·nce bp tron .. 

ferrod to the Social Securi tp Jo&rd. 

ID'IliUDC! U!IIO 

'!'be Board reco .. Oildo \be Clorifle&\ioD of tbe JII'IIODt """l'licGtocl JII'O­

'ri oiono ot tho Peclaral .Act raJ. at illS to crodi te op1Got foderal -· a11.-1a 

to ODplopero ia otatoo tfblch laYO uporionc .. ratiQC prcnoioiiiO. 

BASi or P.tnlOLL '1'-'DS 

Tbe Board roco ... ondo that tho ball of the pepoll tax be obazl&ocl. fro• 

"""«•• pt~Jable" to • vaceo po14•, thuo Dlll<illl 1t tbo •- •• thAt tor old-ace 

1naur o.nc e \axe 1 , 
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Public .t.ooieteee Allll. Welfuo aJlll. loelth Senicoo 

Public .t.oolotaaco 

'rba Soclel Soourl tr Act COntaiu prorlolou far CJ'OIIt ... ln-&14 to 

statu on progr&llo of aooietceo to opeeltled elaoooo of iedlrldualo. '1'ha 

bill by Se110tor Byrnoo ( S. 1265) vo\lld aa...S tile erloUqr prorlolo110 and add 

proYiaiooa for aaahtaneo to 0 halldlcapped llldlrldualo.• 

OLD-.IGI A.SSI SWICJ (TUU I) 

The B)'rDel bill vould prorlde cranto-ln-&14 to the otatoo for old-ace 

aulotance en tile condl tlon that tbe avorace -nt to tbe bonetlclulea be 

not leu thc $15.00 per month, !l'here 1e no otlpulatlon >11th record to a mlnl­

='.111 averace pn;rment in tile preoent act. 

In tile rear ..Sed June 30, 1938, tba J'eder.t OonrDIIIOnt &'!'anted to 

t be atateo $1?9.1 mllllon for old-ace aaolot&nco, 

Dl!Pilill!Br CBILlllllll (fi!LS IV) 

'rhe B)'rDOt blll vo\lld lDCr .. oe tbe !edorel partlelpotlon In 'benoflte 

froa en-third to on.-halt of tile .._ o>qMIIIII.ed, but not ln olCott of $18. 00 

per ncnth for one dopelldmt child IDd $12.00 per ""'"th for eaoh other depend­

ent child 1n the ... bolle, on tbe condl tlon tile t tbe ~ • 'bo not lese then 

.., aver ace of $10 .00 per 80nth for eech dopelldent child. Tbe Soolel Se=Hr 

Boord .too reco-eado partlclpaUon 'bJ' tbe J'oderel Oonruent 'by tbe crant lac 

of fUDdt equivalent to one-halt lutoad of one-third of the ~h to tbe 

benet1e1uleo. 

In tbe 7e&r ..Sed June 30, 1938, tba reder.t Oo•e,.,_nt CJ'aDied $25.0 

allUon to tbe etahe for dopiDdont ch1l4rOD. 

AID 'lO fR1 liLIID ( 1'I fLJ I) 

Tbe Jrnoto 'bill ....,11l4 -""' tbe .t.ct to prorlde fer cront ... l.,..ald to 

the 
the bUild on tile colldlt1oD that tbe 
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averace p&11MD\ to tbe bencfioiar1U he DOt leu t.ball $lJ5,0() per 11011\11, The 

preoeDt ect OOD\alu DO wei. etlpo>laUoD. 

Pap~Dh to the etntee for tbe ,-.ar tulleil June 30, 1938, a1101111te4 to 

$5.2 111llloM • 

.UD !'0 IWIDIC.&PPID IIIDIVIDti.I.I.S (l'alPOSID !I'I!LI U ) 

The l17t'M e bill would pro 'ride tor srant ... i.,..aid to the eta tee tor 

aaoletllDce p!V'IHDh to bal>dlcapped i..U'ridll&le . 4 budicapped 1JidiY14ual h 

d.etined as a Decq penon between tbe ace• ot 16 tull 65 ;yeare. DOt an i.lliiiAte 

of a public iuti tu U on vbo h W14ble to pert on~ ""rt beccee of s>b7ol.t:al ar 

mantal 41aab111t;y, other than lmpalrment of vblon. 

Oro.nte-ino-ald ...,u14 be .,.4, to the etetee on ti>e colldi tlon lhat tbe 

avernse popanh to the handicapped pareoM be not leu lhan $15.00 per .,., .... 

The bill would authorise an appropriation o! $125. alllioM for tbe ' 

tiacal ;year eliding June 30, 1941. 

Yeltare tull Health Sorvloee 

The Social Securl i7 4ot oontalno pro'riolona v1 th respect to velto;re 

llD1 health aervlcea aa !ollova: 

Maternal and Chllcl Yeltare . Title f. 
Maternal alld Child leal th Service e. Pert 1. 

Servlcea tor Crippled Ch1ldr811, Part 2. 

Chlld-Yaltare S.mcea, Par t 3. 
Vocational !lehabUitatioD, Port • 

Public Health Wort, Title VI. 

The bill b;y Sellator Waper (S, 1620) ...,uld -lid the exietlng pro­

vlaiona, au\horloe lar,ar appropriations, tull add new proYitlo,., 

MAmJI.AL AID OBILll D.ALTB SJIIVICIS (!I'I!LI f, P.AII'r I) 

The Y~~CD~~r bill ...,uld vld• aD! - .,.., uptici t the pro-.tolol>a 

ot the 4ct with r aprcl to s:rant ... in•ald to etatee for proaoUng tbe health o! 

IIO thera and ohlldr..,, and ce41cal cera 4urll'l aaterlllt;y aDI ietuc;y. 
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In tu 7..,. emed .TUM 30, 1938, \be Ner&l ~e ..... nt c:raated $3.7 

llllllon "' \he o\aho tor aa\erul lllll ohU4 health oemcoo. 

The W~~CMr bill would au\horho \be tollov1QC approprlaUoDa: 

1940 - $8 m1111ono 1941 - $30 m1111ono 1942 - $35 a1111oDO 

MJDIC.IL sm!VIOIS Jal CH1Ul11D (Tl'rLI T, P.AI'r 2 ) 

The Wopr bill would llroeclc \ho pro'llo1oDa ot tho preomt ao\ •~oil 

relate \o on ppled children bJ pro'11411lc for a edlo&l care of chllclren no\ 

cri ppled or o \hervioe pbp1cal17 hallclieapped., 

I n tho 7e&l' emed. Juoo 30, 1938, tbe Jed.or&l OonrnDent created. $2.7 

c llUon \o \ bo ota t e o for . ocnicu t o crippled ohllclron. 

Tbo Wacner 'b!.ll would euthorhe t he t ollov1nc appropriaUono: 

1940 - $13 ~1111ono 1941 - $2S m1111oDa 1942 - $35 m1111ono 

CBILD WILJ.&IIll IIZliVIOIS (TITLI V, PART 3) 

llo propooalo tor ehmlceo 1n tile .Act hoYO been ..acle, 

POII'I'Ienh \o tho otnho for \be 7aar ended Juna 30, 1938, ""''""''eel \o 

S1 . 3 m1111ono. 

'illCAnOIAL liJIUBI L1 U!lOI ( !1 !L11 T, PART 4) 

Jo propooalo tor cllniiPO 1n \be .Act ..,..,. 'beoo aacle. 

PUBLIC III.IL'l'!l 110I11: ( 1'1 TLi VI ) 

Tho W8CJ>Or bill would vide and aaloo mor o oxpl1c1\ the prono1ono ot 

t ile .Act with roc&rcl to craat--:~d \o \be otatoo. 

t o the 7 oar ended Ju» 30, 1938. till opproprlailon woo $8.a1ll1ono. 

The Yocnor 'bill would authonao the followlQC approprloUollll' 

1940 - $1!1 a1111ono 1941 - tllll m1111ono 1942 - $60 a11Uono 

• 
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Propo .. 4 Ad41UoD&l. Heal th Serncu 

S-tor Va&Mr'• bl ll pro poe .. heal th ae"1o .. 1D addi t1on to \boee 

""" contAined ln t he Social. 8eour1t7 Act. 

HOSPITALS AIID IILU.'DI CDUIIS (PIOPOSID TI'lLI XII) 

238 

ApproprlaUone would be authorhed for grante-I.J>-414 to etatee to 

conotruc t ond !~~prove erlaUnc horpltal.o and to aaaht tbe et at eo for a porlod 

of three yoaro 1n 4efr~nt; the oporat1nc coot of added faeUl Uee, !he IIIIOUDte 

propoeed are: 

1940 - $8 m1111ono 1941 - $50 m1111olll 1942 - $100 alll1one 

MEDICAL C.ARI (PROPOSED Tlrtl XIII) 

Approprlatione would be autborhed for gronte-1~>-414 to etat ee t o 

extend and I.Jlpro_..., medical core for por aone lllf ferlllc from nnre economic 

dletreoa. The e.mounte proposed ares 

1940 - $35 mllllona - thereattar ao required. 

Turporerz Dhabllltl Co!!pe!!oetlon 

• 

'lhe VIICD"r blll would aut horlll epproprlatiolll for grante-ln-414 to 

atGt oo to aedet the at atoa 111 the dnelopoent , liiAintenonce and edmlnietr ation 

of plllna for teaporar7 41eabll1 tr cocpeneaUon. 

!be bUl defl.noo dleablllt 7 ae l.nablllty to work or Wlfltnen tor 

work by roaaon of inJury or lllneea. Co~~p~noatlon would be llllited to caeh 

benatlh tor not a:>r e theD 52 veeke tor II1Ch dieab1llt7 "?t arlolllC out of or 

in t he eoureo of 011pl071'et>t. 

The report of the Interdoportaental Coca:>ittee on wtlieh the propo .. d 

l tglelAUon 1a baeed recoacODde pqroll taus ao the eouree of tho fund• tor 

bonofUe on account of eo-celled teaporar7 dilabllUy. !be VIICJl4r blll, of 

eour 10, contalno no pron done for the r..S. llnc ot fumda required for tJttT ot 

tbo parte ot hll progr ... 
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!be bUl voulA au\borho a appropriaUoa of •10 ldllloa tor CI'I'Me­

io>-ald to \be otateo tor \be ,_. 111414 .r- 110, 1140. 

1'er1abll 0nat • 

!'be Soo1al hcu:rtt:r loaN oal. tM a-to Co•Utoo ou 1JD-.plo-' 

111J1 Rolle! propou w ohoace tM prooea\ 171\oa of unltor11 pero•t.ce '""'" 

tor publlc aooiotaco w a o:r•t• ..,_..b:r tM pol'<'ect.ce of t li41 total coot 1A 

ench st at e 11et throucb a tld•al crut would .,...,., betveea ll.alh, i n acoard• 

0110e w!. th t~ relath:e econo.alo cupectt:r of \be otato, !blo JII'Opooal h ... 

bcdled in tM B;rrnea bill (S, 12611), 

Simlarl;r, the W.COer 11111 would ap})l¥ t he , ..,. Jll'inclple to crante-

111-ald to \be otateo tor wl.tue and hiA].th ooM'loeo. 

Merit s:rat• 

!be .Board. propoooo that tbe Sooial Seourlt;r Act be oaoaled to re­

quire Ulat aetho4a of otah alaWotraUon ohall iDClUilo JII'OCedlll'eo approTed 

by the JoaN tor tbe eotablhbaent an4 u.inhD8DOI ot perooDDOl oteallardo on 

a Dorit baolo. Both the J;rrn11 bill ul till W,.per bill would ntablh h thlo 

23S 

• 
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a.aret&IT llorp11thau'• .....,., etat-t to the Boue '-7e-' 

11...,. o-ittM urcliiC 4rut1o reneioa of the eoclal "GVit;r tu 

plan baa Mt .ttl> a 1UI1nrul Clboraa of ••40•al ~ M.l.tortalht .. 

'ftlq are ill ceiiral acn• ent that hh OJIJ .. l Uoe to the •htDlet 

1acreaee 11l the tu rate h the f1ret 0011GJ'eh etep tbat baa "­

tekea la tile 41rect1on of Upro1'1111C '1111e1 .. •• oollfid- after .,._. 

_'lith......,.• of the Aaolnhtration looldll« \olrolrd 'budnen IPJ>e-t. 

The follo.tDC -~per• _..-ie4 e41tor1ale IIF0'1'111c of the 

11la1acton Joaraal 
Peoria J ournal.-'l'ranearlpt 
Boeton 'frenearlpt 
1.-r!< .... 
Jeroq Clt)> JovDal. 
Utica Oboernr-D11opatah 
llal u.,r. l'ron1111C 11an 
Bocb .. t er ».ooocrat 6 Chron1ole 
lll1111eepol1o 'fr1"'­
l n41&DIIIP011o fiHI 

St. Lou1o Poot-DlepatCib 
Olneb,.tl J11oqU1rer 
Pro1'14eece Journal 
Pltto'bur&b Poe'-Oasette 
11le1111Cton hn 
Orand. a...,1u Beral.4 
Callton BepoaUOJ7 
LJnch'INrc .... 
'fub liiiC\On Star 
In Tortr:-
Bal.U.,re 11m 
Hartford ts.-o 
Booton Poet 
Booton Globe 
'foroaoter !al.­
Boaktord, Ill., Star 
Br14ceport Poet 
llullnlle '-ne•­
...,t1111C\on .w...rther 
ln41&DIIIPOU • 1\ar 
loTIII fal.,.._hn 
Qr...,.boro ..... 
St. t.nle Globe »-oorat 
Loe .uc-lM ftaM 
Patereon .... 
11>1 ... !be• 
llpriacfiald, CIISo, -
111811 ... 

Charlotte •­
llaaah .. ter Union 
Lawreaoe fr1'1111ne 
llpri.ncf1al4, llaoo,, lepubl1-
117raeu• Jerald 
'fat er toe !iaeo 
Oreenll• Ins 
loetoa Poet 
1fU. 1acton Poot 
lew Toft Poet 
Jntorll: IIIlA 
~zarl<ana Ouet te , 
llalikato, lllDDo , l'rM l'rMI 

.A.l tooD& 'fr1"-
llpr111Cf1el4, Ill., Jou.raal 
San Prancla.., Cbron1ole 
Darbaa Ber..U.Sun 
l'cltfalo Jew 
.AJ.l.,toe Ollroalole 6 lftl 
Jew !Iedford Standard-!iHI 
llallao-
Ja8toa, Pa. , lbprMI 

lluacle Star 
.. , te Standard 
Paortw:li:et !iaeo 
llaoon !alap'illlll 
folloa 'forld 
()leorelead naill Dealer 
Jorloll< l'tl'cln1--"1lot 
.,_...,., ... ftael 

CllatfZDDP ·-l'roY14- l'reniiiiC Jhllletla 
Jtrai ..... AcH!erald 

w-o.oet• 
LaMliiC Joanal 
Jew._.. Jovul-00111"1• 
£M>e1'11le 01\l~-
J ......... 

240 c..! 
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A 'ceaDed' o41 tonal of IIPPZ'O'O'al 411'Peou'ed 1n follo~ Sor1PI*­

Bonr4o pll)el'U 

W.:phb Prooe-Sciml ter 
Olenlllll4 Pr•u 
Col,.bua 01 u .... 
1Mll111«'oll len 
Jew ton: forlclo-Tel.e&ra 
Jl P&IO Rorel.~oo\ 
DIO.Yel' .... 

01no1llllaU Poet 
Pit tobur&b PrHo 
lnoXYillo Jon-8ont11lel. 
ll'rlllloYillo Oovior 
J1 Ntl\llba Poo t 
8llll PrarG1ooo Jon 
Rowo \on Prou 

'lho follow1D& JleWIPIPOro oarlio4 141\orlel.o lllprouinc toocl.t or VQ4cio.c 

IPproftl of the Ada1oiotrat1on1o ........ ...uuolll lnt urp.,. .... 

110ro thorouch onrb.W.io.c of the 'llbolo ooo1al ooourllT procrat 

llcleooport Jon 
CbrloUu Solonco Kolli \or 
!low York Roral4-'l'ril01o.e 
1boal1n« Io.tel.Upncar 
touzso\owo. V1n41e&tor 
Oreonnllo Jon 

LHtlo loot -era\ 
fall Stnot JOW"Illl 
llow t on: tuooo 
c.4oo. Coarior 
.AUCUota lono.obee Journal 

'1'111 followio.« nenpaporo urp "'" far thor auto 1D ., oial ooaurl ty 
taxoo and o.clopUon of a pq-ae-you.-co pollCT in fulla 

llo.ffalo Courior :llprooo 01no1nnatl Tiaeo-l'ar 

Jo oppod UoD 11 ""P''••o4 rel.aU'fl \o tho propooal of Seerotal7 

llorpDtbau for ev.tti.Dc the tax lnr4... Sou of tho no•111•n 1n tho 

laot two cr""P• al>oTo _..,. of 1DCroaoo4 oooh of tho pf"OCIWI 1114 crl t-

1o1oo tho .&dllin1otrat1on for pootl)olliO.C ronolon of the Soclal Soourl t r 

Act until t hlo tl.ao. 

• 

Regraded Unclassified



.242 

!be followia,r exc..-ph are f:r• aci.Uorillo poablhbocl ill a fw of 

t.ha .. ra ovt&4l.a,r .........,_.., 

•'1!1• llor..,.tllau otat•ant b of partiCI'Ilar ~~ ... bn M be 

haa been repeo.te4l:r 14&Ufh4 u t.ha 011a penooa r-dbla tor wriUilC 

t.ha full r .. arn i11to t.ha loolal leoarU:r .Ut •• ,lt \here 11 to be al>eadoD­

oet of the tall rHeJ'ft Q"'t. , 1\ b 41ft1CIIll\ to OM bow 1\ 0&11 he 

partial . .. 'Ill.,..• iii4H4 h the uounmoa of hol'otar:r ~~or,...tbav.. "-

... ton: 111m 

•!be .U..LII1atrot1oD took .., UDCN4c111C - ooar- otep :rwt­

dq to help 'buolDaoo. It daaerYM IJIICI'Wiclac pralH .... Oppollllllh ot the 

lin Dell .. ahould cl ... \he A$11ulatratloll houet applauoa for adaittl"C 

and r.,..qta,r a llietake. "-tcrippe Booard 141torille 

"'lor,.otb&Q 11 to be ooovatulahd for ba...U.C 0011141dl:r &Gitllcndedcocl 

put ahollculaUoDI and for propolia,r epeo1fio oorreou ... et••·"-11ub­

ia,rton Star 

"'or..,.thau1o IIU&&'Ietloll. • • it a wlo•• mdeoe of tba Oon,.•t'o 

reolhaUon that the praeant law a.. be rmeecl without lou of preeu,. 

for t.he .\daiuletraUon ortha priDGiple of ooolll oaourit:r. "-llaltl.,re 

J'rania,r SUn 

"'-r~tDthau •e aDDOuno•aot, .. baa tw nr:r aatbfaotor:r neul ta ... 

LacialaUon lhould aun:r be obtainable, .. Principle of aoclal eecurit:r 

now hu no &Yo- .,..i ... "-Clnelancl PlaiD J)aalar 

•'!!Ia ""- propoeecl bJ \he lacreter:r ahould in all cooecianca be 

Adopted. .. Hare h a t l ... t one OCOlotructiYa etep i11 \ha ri&!>tdiracUoll 

111 ..,1ch \he PreliA.nt ooiiCIIJ'a, "-St, Louie Oloboo-Deoorat 

"'lorc&Dthau'e re.,.,..•c!.at1oll. .. hu aat with an en\lmalaaUc rae~ 

t1on."--'luh1ngton Poat 

•sacretar:r llorcanthau putt hie flllc.r 011 a ntll r_....,. -

...,.,.he ..-...u \he .,4aratia,r of old.,. 1...-oe pq roll t..,.e 

lmad under tbe eoolll .. ou.rtt:r aot ... Tt* of OODYinoliiC OoJICI'Ha ahould 

DOt be c!.ltf1CIIllt. "-4111111...,.lh !1'1-

0S.•o wiea to 11111\ \he - 11Dt of - to a fl,..... which will 

build q. a raaooll&l>h rHar-.. tlm4. .. rr .. aot law 11 a p!IDilbiiiC one. • 

-lloetOD Poet 

"All II'PM-•nt t o ohMr ahaUt baa .,.. t:roo tile ~uletraUo~~o .. 

ror the 11&11at1 t of raco"r:r \he p• roll -e O&IIIIOtba br~t do• 

to t.hat poiot too 000,.. •-tall rrano1aco OhroD1cl• 

"tnpoua to \he -•et or1Uo1• of 111foraocl oppoa•ta 1e the 

nut pl&lit of trca. l1baral1•1 tharatora oM ~.!;:t~ :r::t 

if Pr"ldan\ -e .... u 111 hie am epeoob p11te .:____ larald 

the l'n Deal- are- aor• ll'baral thall anr.---....·-• 
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IIIIIOIIUllUII JOB Till SliiOBI'I'.liiT 1 

April 3, 1939. 

Dr. hrceoa wrote the Secretar7 ae t ollo" 1 ' I ll.ked 10UI' otate­
IOOJlt about the Social Securit7 tax Tef7 _,ch indeed. I'• clad that in 

ngceaUuc the tax recluoUoo TOU aloo ~bed the iJIIIortaoee of 

preoerriuc the P•Tcholocioal principle of a participatluc pena i on plan. 

That h a point of t he u \Jiooot u.>ortanoe which 1BD7 people mho. !~'be 

reception that Tour eucceoUoo baa rece1Yt4 aee• to Mice 1t clear that 
TOur recomaaodotioo will be adopted , &D4 I belioYo it will cooa t1tute 
parbope t he 80ot u.>ortaot otep which boo be en t&lcan oo far in definite 

encoarac-t to entorpri... . ... thaal<e4 for hla letter in tho 
SocretarT' • aboeoce, and tol4 tbat it would be broucht to the Secrot&f"T'• • 

attent ion ioaed1atel7 upon hio retura. 

frederi c ~. Delano wrote oummariato« the whole doYelop .. nt of tbt 

problea of Socl.&l SecuritT loc1ol&t1on, and o&Tto« in particular, ' I bon 

boto r...tiuc in the 4ail7 papers of the 'ftf7 .-abotaoUal Y1ctof7 whi ch 
I th1nll: 7CU aoblend in conluc Concreoa to ott the dooirob111t7 of ro­

J.a.xiJic the rulto on Social SecuritT• It 1o aloo interootluc to uote 
tho whole do'folopaent of t hlo pr obl... • • • • I therefore rejoi ce 1o 
tho auceooa which 70ur Dopart•ot and the J.4111nhtraUoo ba'ft och1en4. 0 

llr. Delano aoked tor a COPT ot ezq roo\IU t h"t al&bt be ado ot !&'for­
able od1tor 1alo and co--.oto. llr. G&oton ackoowlo4&od tho let t er and 

proaloed t o obow 11r. Delano the collecUoo of editor loll now 'beluc *•· 
llr. !be-. 11'. ~ro, Jr., hl>llobor, ll7oro •--"· Qtl.ceco, 

Illiaoio , oant a l ollS tolecr • , baciADlnc, •to are u•toflll tor recolllldor­

aticn o! the SocuritT ~•• on paTrollo. !he burd&D hal wiped out our 
pr ofito nor the Tt&J"' , llr. ll:rar• aoktd tor a otatoiOOJlt 1n tllll, wh.lch 

wao oent with Mr. Gaoton't r epl7. 

~ tolecraa troa 11r. J . B. ~-. Oborlootoo, l oo t Ttrcinla, allude• 

to old ace bonatlt tal<, lov.t •1Al7 critlchoo tho un-lo780Dt ._noat 
,.,, 

llr. Oeorce Roblnooo , 111aa1 Beach , nori4&, aoko4 tor a tull tracocr1p­

t1oo of tbo teat~, and eotiatoo of tuture dio'buro .... to in • peroonal 

lett·er to Mr. Gaaton. 

Platow, I.Jon ao4 Shbbino, 60 B~ Street, '1.., Torlr Cl\7. !he 

SocrotaJ'T'• plana tor the reclutUOA of tho pqroll tal< wUl &14 lluolntoo , 
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u4 Ula\ h, attv all, U.e _, U..n.t u.tac u.. .a.iaievau .. 

ou ""' u we w ll laona U.t U.. .,.._ f•tve ~ u.. u\, .u.._ 
tor • r• U.a ov ,.. .... , lup MUoaal tell\, w.l4 110\ • ._.. 1IP ...,. 

ocru.Uq. !be chloac• of froat wiU. reapeo\ \e Wo f .. tve will alee 

»•• a a\all1llotac atfeo\ apoa U.. •-lr7 11 paaral. 

!be o~ _, or1Uoal of U.. Secrre\arJ we rall, artUoal at 
the •Ura Soolal s-..u7 p.._; I\- froalln. Jo.ar.u of ... 

York Cl\7. Sha a\a\M \ba\ U.. •1a procna 1o a 1loarUa u4 • ...,...., 

and «h•• the 'II.Ral 1 11Da1 allow.\ ui.Jic Social S.ov1\7 t.m4Jo for .....n•\ 

a"'*'dUurea. 

11an'7 1. fll7lor, llarttor4, c..a.eu ... t, w1tM, 1 I '"'* U..t ,_ 
plaa to poo\pcM Social SoevU7 \u ~- 1o • .-, u4 U.. _, 
coutrucu,.. tb1Dc \bat baa 'lleeD propoa ... liT the Adaia1atraU• for a 

loac u... I - ao\ aloao 1a .., \hoQcb\, Sooroo of llar\ford- heft 

axpre0184 u.-elno to- 1a fa.-or of 7fYDZ 1d... Wo \b11k 701& .... , 

and • • ,. ... oaal\7 aow. • 

krr• hltllcau ... , Iaoorpora\M, a..a.rta,., ... ...,..., ... ••• ~ 

a tona la\\ar a:proootac u..-elftO 11 faTor of poo\pcllas of tv\her 

1aoroa .. o of PIIJ'Oll \uaa. • •loa ... Oolllan ... Uorlal eaUUo4, 
111U:o Soo111 S-1\7 loouro•. !llh 1a .,.1dao.tt, "MI.ac ••• \o ..ar1ou 

A4ata1o\ra\1oa off1clala. 

-
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TREASURY DEPARTMENT :'45 

,. 
I liON 

IRpplo..-tar.r Reco1p\o oa tbt Soorotar.r'o 

l.eUer troa llr. Lew Balm, I&Uoaal l o\&11 Dr)' Ooo4a .Uoocl&Uoa, 
loo Torlt CH7, ~ aa f ollow I 0!bo-...! ot lll.roetoro of the I&Uoeal 
lo\&11 Dr)' Ooocta .Uooc1aU , a\ 1\o llt.rch MoUJIC, a4opte4 a reooluUoa 1a 

ial Uta\ tho Soc ial S.ourU tu roh oa"-loJor aa4 
a oae per cell' or preee:a.\ . I\ ... \he 

op1A10A of o oetoro \bat \bia propooal, 1f a4opu4, would 'bo 
of OOAol 4ora'bl o oncourac-a\ all4 help to \be 'bill 1aooo o1 tuaUoa. f l\b 'boo\ 

wish••• • 

Oae letter troa aa .......,loJo4 worker o~~CeooUac \bat oll \&zoo 'b o 
reao•od fro• -lOJoro, aad that aD7 aoao7 aoodod t o t1oanco Social SoourU7 
ohould 'bo rahod 'b7 tazu oa the l a 'bor•oa•1ac aaoh1Aol7 wbich 1o oaua1ac 

WIOIIIPlO,_aa\ . 

• 
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S&fi' Wj .... ...._ • U. S..Oe\u)''o 

~,e,_ ,._ ... a.. ..... ".-]. a.MSl DrF ........ .,.. ... "-. 

low Torll: Clt;r, ~ .. r.u. .. , ~.....a o1 Dtr..-. or u. ••s-t 
lle\&11 Dl7 Ooola M.oela, ... , M l ....... -''-co ....,.... a NMlaUoa ta 

_ ... ot ,_ ,.., .. s.l .. , u. loeial a-tv ........ -..,. •= .. 
-14M M hft • pi d - .,.. _, tu tloe ,. .... _.. ft - ..,. 

e,saioa or u. .....a ol ~ ........ , lbSa ,..., s.1. u •••••• ..u -. 
at -lWMlo r .,. • ... Mlp te •• .._.._. clw"•· I'Ub •• 

.tobC4 •• • 

a.. 1 .. _ ,._ .. Jl ..... Wl1laor -·- -· all - '" 
r-.1 ,._ -· ,,_., 11114 U..' ..., _., ...... to tt.DC4 -ial Wt:r 

eloai&U '- nloel • .._ ca abc ~ rt• ..., *lob lo -a.. 
... 1. •. 

I 
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April 10, 19~9 

For the Secretary 

I learned that Mr. Eccles 1a greatly perturbed 

over the fact that, whereea he has agitated and worked 

for s year and more for a one changes 1n the Social 

3eeur1ty setup, the Secretary baa now come forward 

a nd gotten the publicity and e~edit for such changes 

as a measure of business appeasement . 

Ha has approached at le'ast one newspaper DBn to 

wrlte a story put ting h1m on a pede&tal as having a 

record of talk in that field . He asks , however, that 

none of h is ideas be attributed to hlm in the form of 

d irect quotation but rather put i n the form of state­

~enta made by others as to h1a activities . 

Upm 

:'. 47 
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tOo leoftt&I'J llors-&'­
,.., .,., Clutoll 

Apl'll ... 1111. 

• 

t• toll<rollac Oo441U~ 1 t oa leol&lloovitJ 
oil • bf atata CDai.- !.a 1'0.,.... to Farlo1'• letter, 
M'fO "- nool'N4. 

Ool'f Gog, x-t·~· .. at Tl..palo·· .,.. ..... 
•rou-ble" -Uac-7 t\1114 lJl pluo ot 
lar'p n,........ tiWID ~ of tu4 
.-14 be ovtoU. ...,.~.atooa l.aotM4 of 
0.....-.t ott100I'O n ott1olo. 

IIDbert r ;' •1•• hwlkton, lnW~ • rawro 
f101Dit1 to poet,_ tea W-· leU...o 
ol4 ace 'bellet1t ..,. __,~, ~ .. uoa 
"" faTOreol bf '*'Woq• 

2( n 

Regraded Unclassified



,. 
(1 •• 

, ....... 
.. ... . ·~ 

tDI \. 
' 1Vtv9 

J •• 

. . ' 

-.. 

xu ; 0 
249 

Regraded Unclassified



?50 

April U, lNio 

!~ tol lO'III.DC 11441t1~ \ • lodal ....n~ 
ettOI'U "T a•te ~ Sa _,.... to hrle7'• letWr, · 
... ~ .--1w4. . 

Gory Oou. t.wlo~&. Woot Tir;in1& • Appr...,.• 
"NUOM'>lo" -ti.Jicn07 t\IIIA Sa plaee ot 
larp r .. or-.. . !'b1Dial Ollot""'..,. ot l'lul4 
-1.4 be outaide oppol.ateee ~ ot 
-......- ottloen n ottlolo. 

lobert ~. J'ruktort, lmtuoli:)' - h.'tDro 
pros an' to poet,- ilu •-· llol~• 
old -. be~»tit &114 "'*'flo:.--t IICIIIP'IJIMtl011 
..... ,. ....... b)' ... ~. 

/ 

• 
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~R. MORGI!NTHAU·s OFFICE'-~ 
Wr. Hanoi Wr. Gnsto~ 
Wr. Gibbon~ Yr . WcRernolcll 

• •• •• 
AloJ&llder Wr. Harper 
Allen llr. BolverlJII 
Bartelt llr. Irer 
l!atcheldor Wr. Julian 
Bell 111-. Ulbr 
Bertabire Wr. Lochhead 

Ill-. Bomar<! 1.1188 LonipD 
Wr. Blr&felcl Wr. lla.xwoll 

Bloup Adm. Peoples 
Brouahton Illes Rernolcle ~ 

8!7&11 Wr. Roeo 
Cannon lire . Rose • 
Do> vie Wr. Slo&n 

llr. Delano wr. Spanaler 
1.1111 01680114 llloa Sw1 tier 
Uiea rlonopn llr. 'l'arlee.u 
t.lr. J'olor llr. 'l'bocopi OD 

Gravel llr. Opbu 
Haal llr. llbit. 
Jl&ll II,.. Wllaoa -
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pOSTMAST&It G&N&ItAL 
WAII\0 ... \"pH 

.,. ..... llr. S...Z..t.ar,'l 

&prU 24, 19)9 • 

!h at.tacbad 1e COPT of lett.ar llr. I'V.I.e7 

HMt• Ira llr. Go.,. Boa, a..u- ot \1M 

~oraU.o 11\aie c-tt.tee, r...illlvl, ... , 

91rc;1ala. It 1• 1a relatia to tile 8oc1al 

s.our1v ru. 

Regraded Unclassified
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DIIIOCIW'IC S!Aft CCIIII'n'lll 
CIIIJILa!Oif I . U . 

P. 0. IKlX 1210 

Ron. Jueo A. r .,rlq, Chatnaan 
W"ttonal De.oeratte Co..t t tee 
Hotel Biltmore, 
••• York, 1. r . 

117 clear O.noral r arlql 

Lewioburg, I . f a . 
.lprll 19, 1939 

Tour letter relati Te to ougcootecl chA~• in t he Social Security 
Tu rece1Ye4.. 

Alter conoulttng with a nUIIber of our rl)>rnontiTO cittuno it •• ,.. 
to eo thAt t he carrying on of thto prouae fro• current collection• r..tllor 
thAn fro• t ho incoao of an onomouo tunc! ohould be euch "''"" practtco.blo, 
pro Tided of couroo, a r~aoonllble tunc! to aeC\llllulllted to keep current 
colloctiono in balMce with current upendtturoo under circuaohncoo .t>lch • 
eight ocoaoion oomo falling oft or tho curr•nt oolloctiono. 

• 
lhothor tho .lclminiotra tion be in t ho hMdo of a Board or • single o~!i­

ci&l , it 11 117 bolter that it ohould be a Board or an ottici&l cho oen 
oolols tor the purpoae and not a Board aado UJ> ox-offici o froa offtcialo 
charget with other and Taried reeponoibili tioo. 

!he uae ot the word •contribution•• in plACt ot •tASee• ia aor• 
euphoniuo IUld probll'bl.T 110re accurate in d .. cribin..; t ho proceoa , tb~ 
undou'bte41~ , &11 .u.eh evet lona WNr prett7 ht A.rlb' on tAn•· 

l ith boot wt oboo, I ... 

Oo:y Bou:. 

Regraded Unclassified



coP r 
SUTE DDIOCIW'IC IIUI)(¥J.t.lt%1!11S 

lUll CAPITAL 1101' EL 
FIWIUORI' , lMUCII 

Aprll 20, 1939 

Ron. J~moa A. r.rley 
Chairaan, Deeoerotie National eo .. ittoo 
Now York, N.Y. 

M1 dear Cheir.&nl 

Your letter concerning tbe propoaed change, 1D 
tho Social Securit.r tax IIllo been given web conaidoration 
by ••• 

In rq eplnion, Propoaal Four would be tbo 
wiaoot proposal. There are a pproxiaahl.Y t wenty-tho 
thoua¥d -loyera 1D !!:entuck.r wbo are requlred to par the 
Social Security tax to tbe Federal go-<omaeot, tatb buaiDeas 
conditione at a low ebb tbia tu ia soanbat burdenaoae 
to tbe .. ployor and the 1Deraaee aa now tixed bJ law •~11 
11ako it 110re burden1101ae each year until 194). Tho total 
amount or this tex together with tbo un .. plo.YIIIllt Coapenaa­
tion will .-aunt to a eoneldorable percentage or t ho entire 
~)'rOlla . Naturally, tbie tendo t o Coree tho emploror to 
roduco bls personnel. I M doubtful or the proposition or 
tho law being administered by • board. Tho adal.nletration 
or thia law doos not effect tbe taxpayer• to •111 great de­
gree. t'bey are 1Dtereoted onJ,y 1D be reduction ot t axes 
and 1Uibil1zat1on or e11!*>7111Dt 80 tbe L thor dll lmow'Oiith 
eome degree or certa inty wbet to upoct 1D tho tuture. 

Tho question of wbetber t hose taxes ohould be 
eallod taxes or eontributtono to 1aater1al. 'l'bo ltmtuekJ 
thiODplo,..ent CoapeliUtloD law calla tbOD eontribut1ona and I 
!a 'for tbet, ba-.e'fer, I tbink it io .,_portent • 

The people ol lentuekJ are ll\lch in la'fOr ot Old 
Age Benefit and Un•plo,....,t C..panaation, bowO'for, 1 bolleTO 
tiler are op,X>oed to tho proposition or bulldin& up ouch • 
buge re aorve tund. 

I do sot oat myself up •• on autbouritJ on tlleee 
••tt.re and this 11 on11 111 obaornt1on but. I belton it is tho 
prevailing f eeling 1D Kontuek.Y• 

Ver7 truly yours, 

• 

Regraded Unclassified
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lbK>rable a.q ......... ~. Jr., 

l!ecretaz7 ot th fnuluT, 

•eb'nctoo . 

• 

Regraded Unclassified



..., .. u at, lilt. 

!'01 111u c .. ..-,. ~-
( r or- Surot&~ 

J'l0(1 Jlr, Q&atoll 

Tbe »-ooratio Jlat1CID&l c-1~ State ot 
Wath1ustCD rep11oo to Jlr, Farley' 1 r~ueot t or an opWCil 
ao to Soorot&rT llorp~Rnau' o reo-4atiooo on 8oo1al 
Sonrl ty tax•• Ulll reoono 1 

(1) Oonorally appro?Oo ~.li.Jr' o plan 

(2) Jllllt1p11o1ty ot t ax roporto h 'burdoll•-

(S) a.liot ot agrloulturo 1o t hil llr~ut •tter 1ll 
tno llt&te o t •ul>1nctoD • 
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MR. t:tORGENTHAU'S O .. FICE Tj/--
llr, l!&nee llr, Oe.etoJ 

• ':) 01bbone llr, lloRaJilolde 
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llr. Alut.nclor llr. Harper 
Ur. All eo llr . Helver 1Jl& 
llr. Bar~olt llr . In>J 
llr. k tcholdor llr. 1ullaD 
llr. Bell llr. ll:llb7 
llr. Boruh1ro llr. l..oohhes4 
llr. BoM>Ud lltea Lonlgan 
llr. 81r&felC: llr. ll&nell 
llr. BloUCh Adm. Peoples 
llr. Brouabton au •• Re7DOlde 
llr. Br,an llr. Roao 
llr. 06nnon \Ira . Rosa 
llr . Davia llr. Sloan 
llr. Dal&llo llr. Spangler 
lllaa D1...,ond Illes Switaer 
111•• rlanaaan llr. Tarl ot.u 
11r. rolo7 llr. 'l'hompeo~ 
llr. Oravu llr. Upham 
llr. Hale llr. llhit• 
llr. ll&ll llr. I U..on 

j· !IUD& 

Regraded Unclassified



TH& ~It MNUAL ....... ,_ 

- -• _, ra--, .r., :==h~·~ ·-- .. ...__ . 
l11:rftU7 ot .. '!NNII:r7. 
llulldltPia· 
., -.r ... ._....,.. 

... ,___. s.. ODJIIr ot -til• l-'w 

... ~~ ... J'MIIlft4 -endaa ~ 

lod a1 lleou:ri. V Wl. It 1a tw. l:r , 

L .l. c.nau, Dncont.l.o lau-1 eo-

.,., .. 

Regraded Unclassified



COlT 

IIIIIOCIA!IC lll.fiOIW. CCIIII!BI 
IUD 07 I.URUotc:. 

07r1CI ~ !BI lll.f'J.. ClllaftDLU 

Ron. J ... , .t.. rAJ"ley, Cbal.._ 
De.oor,tlc latloaal eo..t\too 
Hotol 1111 t110re 
' " Torlr CU7, J.n. 

~59 

Duo to lllnou l han bun 4olll7*d ln ano•orlnc :rov c-ooUoa 
of .t.prll II, 1939 rop.r41nc a nuooto4 chaJ>p ln rotoo ln tho loolol 
hovlt7 faz to tho 'faro an4 loano eo-1\\oo of tho 1-o of J~otroo•ta­
th·oo. IC7 )lftOODal opWon q~~Uo fiCJ"Ooo •lth tho hcrotar7 of tho tna.­
llT7 \!Ia\ • l-ac of tho taz with tho obJocUro of u..1oa1ac tho l4oa 
of " fort7-oo,., billion 4ollar reoono YOU14 .. ot with tho _.o'l'lll of 
110rlroro u4 o.plboro of thio 1\lltf. !loo ltah or 'luhlnctoa h not olatto4 
ao lnduatrial an4 couequ•tl7 •• aro aot .,.bJeete4 to t ho oteurU7 tu 
OOIIPlalDto thAt are oo proaounce4 ln othtr otatoo . !!oo "*""ral ophloa 
onr tho otah h that butlnooo lo bolac buMono4 unaeoeoaarll7 w1 th 
tax etat •onh an4 4-41 tor oxoalnaUont tho\ cou14 ~ bo ooor4lnatf1 
un4er .... plan of roorpnh&Uon of 4epot.rtMilh· 

tho locrotario• nuootion of adalDlotratlon or tho flul4 aoott 
wltb. JIG' tpprorol, hownor; 'fb.oro &ro IIAft7 that wou14 obJoct to tblo 
a4ainletration. lt ,, .. , to ao that ohaJIClac tho .... •tarot1 to 
0 contrlbutloU0 HOh with tho t.JIPl"O""l Of all falr aln4o4 clthno. 

'!llo Stat o of 'lothlJICton, lo fal'f .. ro concorno4 at tbio u .. with 
unoatlotacto1'7 probl•• faciac ecrleulture an4 hortlenlt"lll'e than thor are 
with tho roeoutruetlon ot tho tax oot up. Oroftro are colnc tatthor 1a tho 
ro4 no., 4q. an4 it lo rocrotablo that t hor aro fCU"cettnl of tho -
taYOre or tho paot , hilt it 1o ... 1'7 apparont that acrttaltvo will llooro 
to obow a profit t o tho poo-o or Ollr pootl011 will C!'O'I .. ro uar .... roblo 
oaob ..,nth • 

•.• ,o. 
• . .... Carroll 

Regraded Unclassified
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tl(U)t•lhtsttnastrr l!irltl'ral 
.111 ;u; l)inglD'n Jl. tf. 

' ---~ IIIIIIT -.ra-tMa, h., 

~., .. '"'a;, ......... 

Regraded Unclassified
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.... •• u. • 

... ............ pr~~~ 

...... llu'- ~ 
CJ.IIGII lati.-1. o-1""-•-•'e --m -1ooU1 '--it)' 

ftl « ..... 

.,.,.... bllr,7Uc -.. a.- U l' •Ul ao41 !,aJarw 

•ettenl-•• et IMlal heoal'i'J'." 

Ale• lllaN -uenla et ·-tnloodl-" 111 pta. ot 

.._. _. 1oout et ,,.,.-•• 
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lOt I I '""" -·· 72 ............ ...... ...._. c-t.---··--· -.....,. aa-ttr ... ,,._ 
-.rl4e .......... II ••'l• IMu-1 o-l•''"q--. 

• l45 , '0111 d•1 w&tlla • ,.l:W.a 

All lOW~._ iM,..M lt 1\ wUl ... ~ 

•.n.ntawaa el loeW .._""·" 

AIM U1DN ...,..u. ot •..wt~~nt...• Sa •~ ol 

........... 0, ....... 

• 

Regraded Unclassified
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·. 

... ---
Ill'. IJ- , 
Ill'. w. 
.... -.n.lt 
••• tobeld ... 
Ill' • ..u. 
llr. 1wa1Mn ... ......,.. 
... llirlt•ld 
.... JloaP 
.... ll"oaab\oll 
llr • ...,.. 
llr.OIDOD 
*"· Dam 
.... Deleao 
llln D1UODd 
n. J"'·v•· 
.... h1er 
llr. CIJ'MN 
.... liMa 
.... Ball 

~ .... ....-

........... 
ll" , llelYII'fa& 
11r. Irer 
.... lullu 
.... lllbJ 
... . Loobbead 
111Nt-lpn 
... . ...... 11 
a.t.. Peoplu 
11111 hJ"'lolcle 

*"·11oM 
.... !loll 
Ill'. 110111 
llr. lp~~~~ler 
11111 kUaer .... ,.,.1_ 
Mr. "ftJ c•1•oe 
llr . OpbM 

*"· lbiw 
llr. WU.. 
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• 
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THE POSTMAS'TIR GENERAL 
WAaHIMOTCNI 

llollorabUo &.17 Jloloc-tu», Jr., 
SeOI'a~ et iiM !r~, 

• eb'·••· 
Ileal' Mr. leon~· 

,U\aoll.ed 1.1 COPT ot l.et\er Ill'. hrl q 

11u reoe1..w npri1a& iiM SocW ~v 

t.u ~ Ill'. Cllarl .. L lroll&bt.GD, D.-ocratlo 

laUoD&l C:O.S.t~, 8bebo7&•• 11aoou1n. 

.. 

WBa&n 

111Dceral1 JOUI'I, 

IIJlUy J . llzoq, 
llaoHWJ to Ule 

Po1tautar OtDere.l 

' 
Regraded Unclassified



cort 
c. L 1UK11r01 

IWV?nic WIIIUI. e.uniiii.UI 
8IDOtGAI, U"Cl011811 

.Ju .. •· h r t.T, a.uz­
oraUo latloaal c-uwe 

t.aooraBot.al 
h• tort , In tort 

DMr Ill'. Par t.T• 

.lpril 25, 19)9 

I t.hiJIIr: tbe propoaal of Sec.-a.,. of tba traa­
aurt Ill' • IIO•a-U>u& u to cbaqaa Ill tba Soc!.al S.eurit7 tax 
law -wl _. with popalar fa'fOr. I lcoow it -ould ill tb1a 
Yioia.lt.)', aDd t.b1a 1a t.n>1oa4 I t.billk,of tbe -t..t ill 
tbo noftp l.Adut.rial -.it7. 

I t.h1Air: tbat the aalulCD of tbe lllcrauaa ill 
tbo tax rata of traa ..,. ·- to ODe aDd ODo balt .-ta ill 
1940 wo.WS baft a aUaulatiDc ottoct. , 1t tbo 8acrata17 of tbo .,,... 
aurt lora-t.baa belln•• tbat •• ..., do tbat ritbout iQJurillc 
tho attoeti'r- ot Social 8acur1i7 . 87 atoppillc " P the rata 
ill 1943 • • wo.WS 4elar tho illoraaeacl tax, aDd tbare oro al•AJ• 
arpeta •l&atif'71D& Alq. 

I t.hiJIIr: ov polltlca1 .,.-1., 'fOuld lllta to 
••• illcraa- ill 1940, bcpill& tboNb7 to t1o liP tbo S6cial 
8acl>l'it.7 aDd \be t=o-..... tax u a ou..UO arpoot. Tbl• 
• Ul be ollaiDatod or ai111a1sod 1t tbo pto..,t rota wora 
1ott ottoct.i'ro wi~ tbo IJicraaoo. I aloo lllto tbe 81>11-
&aatiOD that. t.ho word CODtr1but1ou bo al>batitutacl tor taxea 
aDd that a bo....t ot tr.aat .. • be eat "P coaprieillc tbe tbrao 
aa-ctea, t.be a. s. Trooaurt, labor aDd a ropra..,tatbo troa 
t.bo Soc1&l Socurit7 .Board . 

trut.iDc t.~t ill a7 b,.lo w:r I baYe ottoracl 
- Addeo t.bat will bo halpt\11, 1 • 

SilloorolT roura, 

• • 
Regraded Unclassified



l9Qe of ll}e Jl&rstmastp;.lVclwra1 
· ltl ulrittgtnn.JJ. '· 

OmCfA&. IUSINUS 

( 

• ,._~ ... , n , h., 

........ 
.. 

Z£6 

--
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BoDOraba Be1117 bceatbau, lr., 
S.c...tlu7 of the fHUUJ7, 
Waall1actoa, D. C. 

o.ar ..... S.OZ..\ar71 

261 

Att.ubed 1a OOPJ ot lAttn ..... Farlorr 

'-• reoeind ~the Socl.&l S.curlt7 

fax froa ... Scot.t Furia, Duocratl.c ktiooal 

eo-itt.Man, OtlehoM Cl.ty, OklahoM. 

•.raa• 

Si.Dcu.l,r 7011re, 

l1u l. BraJ. 
Secreterr to tile 

Poetaat .... O.ueral 

I 

1 

Regraded Unclassified
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April 21, 19)9 

llonorable J eaae II.. h<rle)' 
Cb&iraaA D..ocrat1c l at1o061 O~ttee 
Kotal 8Utaor• 
h• Xork C1Q< , In Xork 

II)' dear llr. Cb&ir'MAI 

1D the rutih of th1Die1 )'OUr letter baa - necloctecl. 
1 ba.,. been out. of toe. So Sorry. H deaer"fed &D eo.rllor repl1. 

1 baveD1 t. gone into th11 tax oituatlon tac:hnl.oall)'· Poreonall1
1 

1 tavor lo•ar1n& of taxea everyohere you can and e•err tiae you can 
aDd do i t qu1ckl)'· lie Just can' t keep on pU1ng tuea ..,untaln bicb 
on people aDd get awa)' with 1t. Tho ultra con•e..-.ati•e cio~rata and ~ 
repcublicans will fora a coolit1on and go againot us and tip onr our 
boat. 1 mo..- th1& won't be a very 1ntall1pble letter but 1 Juat know 
you oan' t conetoontl)' uep on taxill& tboae rill1ng to •ork and earn and 
&ive to tho& unwilling t o do anytb1n& J'or •bat the)' get. It Just wen' t 
worlr. aDd ia Just a dangeroua pceit1on to have uo 1n. 

I beg of ;vou, "'I dear u . Cha1r111&01 to do wl>l<t you can to cot 
u1 out or i t aDd the redUction of tue• h the best route 1 ltno• to CO• 

J1 t.b gr.,..t reopect, 1 .. 
Vert a1DC&rel7 youro 

scott ferrio 

Regraded Unclassified



• 

269 

., •• 1111. 

gpww 

too IMiftar7 k:pw' b* ,.., .... .... 
1111t llleM.- 1at1~ c:-i • mtUc • •· rar~q • 

......... u llflal• • ~ eoeia1 ....sq. rn 
•s'PSSI ..u..te ffta ~ ,...... ,.._ "'•NI'S .... 

···- - ~ w ,._ ,..,, ..... ~ 1• .. -· ~ 
eq MlUBC u. tu "a .-n'lllltl•• ..u .. - -naco 
......... lab c-ral~ et ~-- ~. 
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.. -. ... 
.. I ..... ,, 27 ,_ ... ... 

1 .. ;7z-f..s.:.:c: ;q: ;..-:..._ .. ,z:; ::':' 
IlL • .... - .. ;~~{... ... 

2 , ........ &11 .... : 7 ...... .. = ..S" l .. w ._ , dii i# .£.a. 1le- If}, I 
• ass a u • .,.._ ..... 

• 

• 

. .. , ., 
Regraded Unclassified
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THII: I'OS'TMMTIR OINIRAL. 
WA8MIMftON 

llq 8, 19l9. 

~!WI B~UT llor&.,tbauo Jr., 
8eOntal7 of tb.e Tre&MU7, 
~,D.C. 

At~ 1a OOJlT of -tb.er letter llr. 

Farlq -· recei'Nil nbti'ft to til• Soetal 

8eclarl v tax. 1 t. h rro. llr. F.-md c. 

IIU.U., a 1a ».ocrat.tc lat.1011&1 eo-itt..-

- for J11cb1pll. 

'llla8JII 

"'''•• J. Br~, 
Secr•t.ar7 to the 

Poet.ut.ar o ... eral 

• 

' 

• 1 

Regraded Unclassified



COP I 

•m• ""'I; n.DII .. ~ ... 
I JW8 

UOO Ol4a -to _. 11111141q 
• LIISIIO, lllCII • 

.&pl'1l 21at. 1939 

BOD • .J-1 A. hrl17 
O.Oe~Ntic latlOD&l eo..tttH 
Hotel 81lt..or. 
lft York, 1ft York 

lour litter ot Aprll ,u., coacenW~c 
Cliwlp1 1D tu Social S,curltJ fu, wu d~ rac:eiYed. 

1 1ll'Ote to nrloue b...S. ot aautacturiDc 
ud bulneaa CODCenll a~~d recei•ed a tn raplt.a. 

I aa •elo•lDC • COP7 ot -• ot tbe latter• 
u4 ae IOOD a.a I receln turtber Wo,..tloD I w1ll aeDd 
1t Oil to JOUo 

S1Dcere1J, 

• ld 

r.&luD4 c. Sbielda 

273 
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oantul•-
0 1 ban .....S :rwr letter of April lOt.h, """' 

"' ud d1IICI&Ne4 1\ •Ub 011r aoooUDtlns dopart­
•-'· h f eel tb&t t ho 14 plaD lntioeted 1n :rwr 
letter 1a the bolt plUI. If thh p1aD 1a tolla.d 
wltbout uq n~a 1111Ul 1943 tbo wbo:W t blnc can 
be tboroucblT. conaidored before tbat tim~ and. i t 
oacoaat.r7 r -rrug•ent a c&D be udo 1n 1943 abicb 
would Ugbtm the load ud parbapt not atract the 
effici &CJ of tile aoclal toc11rlt7 plUI1 • 

•u tar ae cblulr1Dc tbe acco1.11t to aalte tba 
tax read •Contributiou• la conclamed tor old age 
aecarit7 lnet•d ot "t&xea• , I do not tbint tbia 1a 
t&ir at all. Tlli 11 notblnr .. ,.. or laaa tlwl a tu 
torclblT collected. .l contrlbutloo la IIOIMU>lnc 
Joll· ri"• of ,..,... 01111 ft'M win. It •-• to •• tbia 
tblnr 11 Jllat aa aJcb or a tu •• ...,tb ' og elue we 
pe:r end abollld not be -ntlapc! b> &111 ft7. • 

................ 
•I believe thAt it• 14 aould be tho beat 

request t o .ate , at tho present tlaa. If I underetend 
1t correctl)' tbia aollld aeen tbat the present rate or 
1~ would r-iD until 1943. At that tlao or poasibl7 
before, buaineaa a1ght be in a position to ~tend • 
larger tax. Tbie tax, tocetbor rltb a nuabor ot otbora, 
ia eucb a bllrdc on tbe -ller UDita that eo•• ot tb• 
ba'fo boon forced to •••• oparatlona. I, therefore, 
fool tbe beat"tbing would be to lapoao •• little tu on 
tb• aa poaaiblo for 101 ao..rco until bllOlnoaa baa 
d ... aloped to • point • bora 1t .... par aero r...-~ ... 
I ba'fO ,.,..r - qUnot taxoa, wll• bllaineea warrute 
pe:rlng tbM. I bell.,.• ldlat l.bla colllll-"7 need• toclaJ, 
cbieOJ', 1a indll8t"7-- at wort end .,..,.,..,... MJ>lofedl 
&Dd to do tbia, lnd...t.rr allOt be pa..ttted to """" 
rr .. ter aamiDga, before tbo7 aro called llJ>OD to par 
1Doreaaed taxes.• 
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•Jour letter •- t.o proceed ~ tiM u..o17 u..~ tiM 
tlptpa~r abould cbooM Olle or tbe r011r alteruUna a« torua 
Ill ov Judpct., • Olle of t.lle alteraathea would -e a • 
tr-cloua alld dcproua Mcklo& ot l4la ~. It woW.cl -
to .. the proper aracUnc or \be taxea would be a boadcet - up 
tor eacb parUCNlar ~ aad tbe t.as aeeaaMd to ..t \bat. 
budcA onl.J', be the aaol.llt a halt ot 011e perceot. or aore tb& 
ODe peroat., aa that ;reart • • ueeda alebt require. 

I don' t believe there 1e quaatlon ill the aiAd of &D1 
buai.De .. IIUl but. t.Mt theee t.as Mttera are retard1Dc ba1Deaa 
prove .. toda)'. Therefore, let ua proceed to reduce and 
elal.Aate •• IIUl1 or tllue tuee •• poaaible. Ill other word&, 
it coata could be reduced inside or tbe purchaai.Di power or the 
aajorU.;r or our people, bua1neee would be better. But. it 
ae•a Uaat taua hne beeo placed 011 oorpor.tiooe b7 polltlciaaa 
ot ~upatlae tor -. tiaa put to tba axteot \bat coata ban 
bee I.Dcra .. ed to 'lhere tba larp perc...tap or tbo people are 
UDable to blq except at lone 1Dtarftla. Tbia baa reduced -­
plo,a•t, aDd lcaDIIot. aee U11 cr•t. Mure l#r bua1naea l.lltU 
porductlon coat a are reduced conaidar.bl.J'. 

b tar ea calliDg tbis a contributloc I.Datoed or • 
tax, I •• not aucb or a belle•er 1n C180utlap. Let ua race 
the iaaue ~l.J', a a I do not bell••• ODJ' par eon daairaa to 
coctribute, aDd I al10 !eel it tbe utter ne loft to o gro ;p 
ot buatneu •• to wort out thio aituetion, tbet the)' co 14. 
work it out 1n tbe aDDer or 1neur&Doa wbara the coete to the 
•plo~r aa welll aa the eaplo;rae WO\Ud be conaidarabl)' leee 
than the;r are now end where the beoetita to tbe Deed)' woulcS 
be bee three to tour t.iaee •• creat. 

Jou coapeoaeti011 tax 1e h1111dl~ thro•!a;b · prlnte 
eoterpriea There 1• DO .......... wh)' Soctal Securit.)' Tax and 
tJn•Plo:r•;..t lax could not be handled ln tbe - wq. There­
tore a)' 1\liiOatlOD 1e to gat go .... matot Out of buaineea, aDd 
the b4Getit.a derl•ed would be aa atated abo.,. , aneral t.laoa 

cneter. 

I aa not writ lllg thla troa a political at&lldpo1nt., 
both part.lea are guUt;r. Bowenr, tbe t.ae k& arrl.,.d 

•• ot. audl core tlwl tax oollectloc ageoC)' 
wh• bua1neaa 1a n there ia - relief gt•eo 
tor tbe. go•arnaen!i~~~!~re &~~d aora or t.b• cattillc out, 
to buai.Deu, 7011 lo ..U tor uall buallle .. ea 
w!l1cb will turtbar reduce •P 1 &Del at.W tbo;y 
~tehhad to atand tho brunt or tblll tax••:_ • But. 

t ..... ot the •P.wJ&&D•· ' 
tumbh b7 tar tba ~""" er ,_.. cb aore cllttlcult to ope.rate, 
• • rear a CO b;r' we tilld 1 ~~ ":t,an tax•• abOuld be 
ancl I thlnt tba tae 1111.8 t wbora ~he aYarop 
.t~~plltled to tba at.•t ~"!1: OWil buaillaea wtt!Mu\ being 
1ntellls•t periOD could 
ooapelled to .-plo)' exporte • 

percent wbhb 11 DOlO 
I tull.J' .u ... that. thaloODI ~ ll M .. pl)' .utttcleot. 

-"'"JU and •P JM •• charaed t o both ---:_A d.- it at &D1 ttaa. • 
to taka care or the ,._a ....-
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