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ECONOMIC SECURITY ACT

MGKRDAY, JANTARY 31, 1886

Hotes or REFREAENTATIVES,
Coxaarrae on Watre aND Muaws,
-Washington, D. C.

The committee met at 10 30 a, m., Hon. Robert L. Trwughion
{chairman) pregidi

The Caarrman. hio eommittea will be In order. Thﬂ purpose of
this committee meeting is fo hear witnesses on H. K. 412¢. The
title of that bill s, “To alleviata the hagards of old sge, unemploy-
mart, llness, and dependency; 1o establish a socisl insurance honrd
in the Department of Lebor; to raise revenue, and for other purposes.”

The first witness o appesr this morning is Dy, E. K. Witts, Execu-
tive Direotor, Comrmitiee on Economic Security.

Is Dr. Witte present.

IDr. WrrTE.

My Hnr, Mr. lf}hmrman, in the inferest of orderly procedure, thai
we may ot a racerd here that ia consecutive and logically presen
1 t that first we hasr the witness’ spening statemeant. I under-

the witness has a general statement to present?

D‘r Wirre, Yes, sir

Mr Hizn., Thet will briefly outline the nature of the la%alatin'n. I

gt then that the witness take up each legislative subject in the
and give an axplanation thereot,

I therefors move, Mr. Chairman, thet the witnese be allowed to
malke his formal stetement without imterruption; that when he has
cam. lated that statement, ha take up the first leglslaﬂfe subject of

ill, complets bis statement on that without interruption, an
’t-han ai the end of each such subisct, he be opan to questoning by
membars of the commities.

© Mr. Jenxiwe, Mr. Chairmen, in that connsction, and without
-desiring o disturb the orderly procedure sny further, may I ask who
this gentlemsn is? I did not hesar your opening announcement.

The CearrMaN. Heis Dr. E. E, %ﬁtt&, Drireptor of the Commitice
on Boonomio Bacurity.,

Mr. TrEapwaT, Mr. Chairman, in that conneetion may I ask
whather the Committes on Economic Seeurity is & governmentel
committes and is Mr. Witte the head of it? Can the witnesa be
& little more explicit? Can we learn a littls mors than what has been
put befors us on thed point?

The Craraman. The Chair will ask that when Dr. Witte takes the
einnd, he make a cemplete statement as fo the role in which he
appears, what his connections are, and any other information per-
taining to the matier under dmcuaﬂmn, a0 far 8= he iz connested with
it, thet is pertinernt. .
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Mr. Treapway. I would like to have that cornplets information
in order that we may follow out Mr. Hill's suggestion that we not
interrupt the witness until he has completed his fret formal
statement. . . . .

The Cuamnaw. There i= & motion by Mr. Hill ihat the witness
be sllowed to complets his géneral stafement covering in a general
way the parposes of the proposed legialation, thet is before the com-
mittee; :,ga,t the witness then tale up the bill by titles and make &
datailed statement, without interrnption, and that at the end of each
such statement he submmit to such guestions as membere of the com-
mittea may desira to propound. :

1i there i= no objection, it will ba so ordered,

{There was= tio ahjsction.}

STATEMENT OF E. E. WITTE, EXECUTIVE DIREGTOR, COMMITTER
OF ECONOMIC BECTRITY . -

_ The Crarsuasy, Dr. Witte, will you be good enough to stale to the
raportar and the committes in what role you sppear, yoir nennsetions,
and any other information of that charmcter pertinent to your &ppanr-
atice befors the committes this mernng?. =~ = o

First you might explain what the Eeonomies SBecurity Commnittes is,
what ita functions are, what ita origin iz, and so farth. '

Dr. Wrrre. The Committee v Economic Sécurity is an outgrowth
of the President’s message to Congress of June 8, 1934, in which the
President stated that he would have matiers to present to this present

ongress desling with the subject of esfeguards agsinst the major
hagarde pnd vicissitudes of life. He cremted the Committee on
HEconomic Security subsequent to the adjournment of Gun%rga. )

The Clommittes on Heonomae Security was crasted by Hzacetive
order, It conwmsts af the Secvetary of Labor ss the chalrman, the
Secratary of tha Treasury, the Attormey (enersl, the Beeretery of

wulturs, and the Faderal Emargency Relief Adwinistrator.

he Committea has bean E_uﬁatiﬂninghduring the past § months, It
hag had & staff, of which I have been the executive director. It hes
been assizted by & large number of edvisory groups, the membemship
of which is listed as an sppendix in the report of the commities.

The advisory groupe consisted of an advisory councl, which was
ereated in the Exrecutive order iteslf, appointed the President,
qampo;j;d of represenietive oitizens. You will find the list in the
&prrenai, ’

Alan erested by the Execufive order itaelf waz a teshuical hoard.
Tha tschuical board was constituted of persons in the employ of the
Uovernment. o . .

- Tha advisary council wes compeosed of citizens outeide of the
Glovernment. . : _

The technical board was conatituted of paople in the Government
servica who have special knowledge of one of more of the problems
dealt with by the Committes, .

The Committee itgelf ereated in addition other adyiscry proups; a
eommittes of actuarial eonsultants, cometituted of leading Actusries
of the couniry; & medical advisory commitiee; a publie hedlth
advisoTy committes; & hospitel advisory commities; & dental gdvi-
#oTy commities; an advisory committes on public employment nnd
public assistence; and & committes on child welfare,
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" My position s that of executivé direstor of the commitfes and
secretary of sll these groups. ) :

Mr. Tereapway, Will you be kind encugh to tell us, Doctor, Four
Ei'?gli;nus experience that would qualify you for the position you now
o : -

Ur. Wirre. I am a Wisconsin man. Affer my college doys and a
short experience 88 @ statisticien, T was secretary to a hlember of
CO.\:IF’PES.‘! for 2 voars.

Mr, Temapwsy, Fine treining! - :

Dr. Wirre. I agree with you; splendid fraining, the besi: trsining
an%genurig men can have. ) o

h 1 wana epecinl agent for the United Stetes Commission on
iﬁd}lﬂtm&l Relations, the commission of which Frank P. Walsh was

ALTTO 3L, :

My tirme here in Washington was during the Sret part of the Wiksen
gdministration, Subsequent to that I was secretary of the [ndustrial
Comrission of Wisconsin for 6 yesra. From 1822 to 1925 I was
the dirsctor of the Wisconsin Legialetive Beference Service, and sines
1920t I heve also had & connection with the University of Wisconain,

I bave served In various other capacities; a member of the special
retirement. commifiea of the State of Wisconsin; 8 member of its
taxation eommities, et cetearn, | _ : :

‘I regard myeslf va 2 labor economist, or o person who has apecialized
in the problams of labor. . _ _

The Craremaw. The Chair would liks to observa thaé he thinks
the witneass is gaﬁﬁqd, . oo

Dy, Wirre. Now, if I may be parmitted, I would like to read this
introductory statement, of which I hopa you all hava sopies. We
have copies for distribution, if you do not have them, JTf i3 =
rief surnmary of what the bill proposes. Whis bill represents so
Important part but not the whole of the edministration’s prooram for
economie seeurity for the individuel and for the famity. The Presi-
dent outhined the entira prog;am’ in hia messagen of Juoe 8, 1634 and
Januery 4, 18345, In both he stated that, “Among our ub%'eut.i?aa., N

gce the seourity of the men, women, and children of the Nation
ret.”” He further seid that seeurity for the individuel and for the

family concerna itaelf with three factors: (1) Decent homes to live
in, {2) dovaloprnent of the natural resourses of the eountry =60 a8 to
sfford peopls the fullest oppeortunity to engage in prodyetive work,
snd 73} safeguards agminet the major mosfortunes of life. Thia
poonomic aseurtty bill is concerned with only the thivd of these espects
of security—“sategunrds against misfortunes which cannot be wholly
eliminated in this man-made world of curs,” .

This bill morsover, does not emhrace all of the administration’s
rogram for providing sefegmards ageinst these major misfartunes of
ifs. The joint resclution new pending in the House of Reapresento-

tives—I understand it bes not been infroduced yet, but will be
today-—for the largest public-works programn that has ever been
launched in any country is a companich messure to this bill, The
Commitéee on Economic Security pladed firet 1z its report the recom-
mendation that the major contribution of the Federal Government
teward sconomic security sheuld be the proviston of worle for people
who ure unemployed and able and willing to work. The 4 billion-
dollar-work program now bafore the House 1s the concrate and immedi-
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ate ap‘p]icaﬁan of thia pelioy, snd should be regerded as an infregal
part of the prﬁfm of economie security whick the sdmivistration s
presenting at this time. .

The bil! now under considsration desls with sepects of sconomia
gecurity other than the work program. Iiis hased upon the recom-
mendetions of the Committee on Heonomde Secuwrity, which was
crasted by Executive order late in June 1624, This Committes son-
aistz of the Secretary af Laber, as chairman, the Secretary of Treas-
ury, the Attornay General, the Secretary of Apriculture, and the
Federal Emergency Rebief Adminmistrater. It has dq*mtati ADPTroFd-

- mat:}f 6 months to a study of this problem. In this work, it had
the advice and assistance of a technical board, compozed of 20 people
in the Govarmrtent service, whe ara expertz in this field; slso of an
advisory eouncil appointed by the President, eomposed of represent-
ative citizens from &ll paris of the country; and, finally, of vanous
othar advisory groupa all of whom ara listad in the appendix to the
Commitiee's veport. This report wes made some Hime sgo to the
Pregident and was transmitted fto both houses of the Congress on
January 17, with the President’s recommendations that the lagisla-
tion suggested be enacted es prompily as poseible. This bill 1= an
attempt to earry out this recommendation of the President,

Az outlined in the President's message, the recommendafions of
the Commities, which are incorporated in $his bill, deal with four
distingt, although releted, subjects:

1. Unemployment compensution.

2. Old-aga security.

3. Security for children.

4. Exianzion of public-health zerviess,

On a fifth subject, heaith insurence, the Clommittee on Esanomic
Becurity me: roported that it is still working on this problem in
cooparation with reprapentative advisory proups %mmtha medical and
related professions and thet it plans to present & supplemental raport
desling with this subject et & later date.

THNEMPLOTMENT COMPENSATION

On unemploymené compensaiion, thig bill, following the Commit-
tee's recommendations, proposes & Federal pay-roll tax on sl sm-
;Ix!ﬂ;m thronghoeut, the country who employ igur or more employess,

tax will come into operation on Januery 1, 1936, In the first 2
years the rafe of this tax will ha sither 1, 2, or 3 percent, depending
upen the progress made toward economic recovery, ss measured by

e ndex of production of the Fodera] Reserva Borrd, If there is no
markad improvement, the rate will be only 1 percent; if thara is
considerable but not complete recovery, it will he 2 percent; and if
thers is gomplete Tecovery, 3 percant, Beginning in 1928, the rete
is to be uniformly 3 percant. Against this tex, & eredit is to be allowed
for contributiona made by employers for unemployment compensation
purposes upder State laws setting up unemployment compensation
?‘Etums. The maximum eredit thus to be allowed ja 90 pareant of the

ederal tax, the other 10 percent being in m%’ avant payable to the
Feodaral Government. This 10 percent is to be used for paymant of
the expenses of administration by the Federal and State Governmenta.
Emplogars whe have atehilized their employment sre under certain
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circumstances parmitted additionsl eredits, but only after ther have
built up adeqmate reserves, and subject to continued payment of at
least 1 pereant into the State fund and of the 10 percent for adminis-
traticn.

The bill further provides that all funds collected by the States for
unemployment-compansation purpoges must be deposited in the
United Btates Treasury, to be invested and liquidated by the Secretary
of the Treapury. In sddition, the bill prescribes certen mimmum
standards which muet ba mat by the State laws, in order to entitle
amployere in those Staies to an offset against the Federal tax, The
most important of these standards in that all moneys eollected by the
State must, in fact, be used for nnempleyment-compensation purposes.

In all respects not dealt with in these standards the Siates are given
complets freedom to eptablish any lkind of unemployment-compenss-
o, &'Ivat-am they wish. They may or may not permit separate industry
and :iadant agcounts, and may or may not require amployee confributions
in addition to tha contributions paid by the employers. They can fix
sheir own benefit Tates, wniting periods, sand so forth.  Likewise they
will have direct res}]mnsibilibf or administration, but are required to
uze the public employment offices for this purpoza and to seleet all
employees concerned with the administration of unemployment com-
pensabion on & roerit basie,

A Bociel Tneuvance Board, of thres members appainted by the Pregt.
dent, is set up within the Department of Labor to administer the
Federal part of the unemployment-cornpensation aystom-—other than
the investment of the funds, which i= a funstion of tha Treasury Da-
partment, This Bosard i to assist the States with their problems of
sdminisiration and is required fo certify sonually to the Secretary of
the Tressury what Btate lawe comply with the Faderal atendards.
It also is to adwminister the compulsory old-sge-snnuity system and all
other formg of social insurance that may subsequently be adopted.

This entive plan for unemployment compensation is desenbed in
the report of the Committea as *'a cooperative Fedaral-State systerm,
Tt wsures yniformity with reﬂ;-act to the eost to employers, which 13
e=santial to poeke it possible for the States to laglsﬁl-ta in thiz fiald.
It insurea the safety of eil reserve funds.snd their nse to stabilize the
sconomie system, aveiding the danger that these funds may them-
eolves be a cause of unemployment. It also acelts to secure sfftcient
administration of unemployment compensation Ehroughout the
cﬂunt-ﬁ- At the same time, it sllows freedom for varistions to meet
tha differing eonditions in Ld'lﬂ'gmnt States and will maka it poasible
to get the practical experfence needed to test the voriona theories
which hawe been currant ss to the beat fype of an unemployment

norji‘lgensa,tiﬂn act. .
e plan proposed will ba ant.lral%se-]fﬁnanﬁﬂd. It contempliates
thet the Government should contributs not to the unemployment- -
insurange funds but to provide ng;::irtuniﬁea for work to unem-
ployed. While benefits will be ted, they will be on & atricily
eontractual basls, without any msnne test. Unemﬁl&:grmant com-
Eengxmun in this proposel i= conceived of 2a e first line of defence,

shind which thers is a second line in a work banefit for thoss whosa
¢ash benafits hava been exhansted, It is only one of two safeguards
against the bhazard of uwnemployment, but e necessary somplement
to the woerk program alsoc beiors the Congress.
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OLD-AGE BECTRITY

{m old-gge sscurtiy thia hill makes three seprrate provistons:

1. Granta-in-aid loward meeting the eosts of pensions allowed under
Btate laws to old people in need, administered by the Federal Emer-
pency Reiief Advunistration and its succegsors. _

4. A Fedaranl old-ape-nnnuity system for ell employsd perecns,

“administered by the Soeial Insorance Board. o

3 A federn pdminietered systém of voluntary annmiies,
designed prim for peopls of small inecomes net-roverad by the
compulsory system, admimstered by the Social Insurance Board.

- Tha Fadersl %rﬂ.nt.ﬂ-in-&id't.nwn.rd mesting the cost of pansiohs
gﬂid to cld_people undar State laws is fo be on & 50-porcent basis,

uh the Fodera &Ja:rig of this cost is not to excesd $15 per month in
any case. Iu addition, the Federa] (Goverhmemt will pay one-half
the eost of administration, provided they do not exgesd 5 pereent of
the amount expendad for pensiona, To entitle a State to pid, its
old-sze pension law must tsonform to stendards prescribed In thia
bill.: T}IIJ{J.'SE standards require payment of old-age pensions to old
pecpls in need, whe are citizens of the United States and have resided
within the State 5 years or more, and who.are 85 years of age o over,
with the provisoe that until 1040 any State mey maintain & Tl-year
apalimit, Siates may nﬁmﬂt pensions on & more libaral basia, but will
not receive eny Fedsrel ald uniess they at laast meet the standards.
- The syatem of volun snouities provided for in this bill is
designed to enable people who ceonot be brought undar the compul-
Bory gFstem or who wish to supplement the annuities which they will
5;: under this system to purchase old-age protaction at cost. Wide
discretion g allowed regarding the eonditions on which annuities are
10 be seld, but there i3 & restricticn thet mo person may recaive an
aoniaty 1o excezs of §108 per month. .In rases the purchasers
will pet an annuity based upen the exaet amaunt of their contributions;
E'mtiu dara]l Government will contributs only the coste of adminis-

ation. . : o . R
--"The three parts of this program for old age security are all comple-
mentary: The Federal grants-in-aid for pensions puid by the States
are desipred to stimuldte all Mebes to enact liberal old-age pension
laws; for the support of people now cld who ars in need: § COmm~
prilzory contributory sonvicy system Is desipned to enabls younger
sworkars with the help of their employers, to meke their own provisions
for old sge. These anmuitiss ba corirgctugl and free.irem any
meanb tezt. Through such annuities the rapidly increasing enst of
%ftmtuus pensicna will,-in the course of time, be greatly redused,

g volimitary annuities ars intended as & supplement to the corm-
pulsory annuity system to give sslf-employed pecple, housewives
and so forth, the same opporiunity to- mako their own proviatoza for
old age that the smployed parsena are reguirad to mala.

BECURITY FOE CHILDREY

Four messures are proposed for the pratection of childsen who are
in-noed of special nssistanca. . . '
1) Feders] grants-in-atd. to states townrd meeting the eosts of oid

to dependent children, often called “mothera’ pensions ™,
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{2} Gronis-in-aid to Siates for local services for the protection and
care of dependent and physically and mentally handicapped children,
{3} F&Saml participstion in grants-in-eid for child- and maternal-
health services. =~ - SR -

{4} Grantsin-aid for transportation, hospltalization, and gonvales-
cen$ cave of erippled and other phyaiscslly an&icnppqc’l children. .

The swn of $25,000,000 is proposed to be. np%ru ted in each of
next 2 fiscal vears to the Fe Emergency ef Administrator
for aid to States toward mesting the costa of “mothers’ pensions’
%ﬂi_d under State laws which somply with. %‘I‘Eﬂmhﬁ'rd Federal standarde.

his aid is to ba oo & one-third basig, the Federal Gevernment peying
ona-helf the amounts setnally e-?randed by tha State and local govern-
menta for aid to dependent children. . ]

An annual appropristion of $1,600,000 ie to be made to the Child-
ren’s Buresn for grants-in-ald to States toward welinre services for
the protection snd care of homeléss, dependemt, and naglectad children
znd children in danger of becoming delinguent. Ona million dellers
of this amount is allotted an a population basia; the rest for special
asalstence to States 1n severe ecomomic distress, for demonstration of
methods of community child-welfare services, and for administration
COBL3. :

An sppropriation of 34,000,000, also to the Children’s Puresu, is
pmpus&dp for maternal- snd child-health services, eapecially in rural
arohe and in areas suffering from severo economic disiress, Except
for B-percent allofited for edrnindatration aud- special studies, $his
entire appropriation i to be elloeated to the several States for further-
ing and strengthening State- and local-health services to rnothers and
childran, extending maternity and nursing services m rural couniies,
and conducting special demonetrations and research in maternal care.

4n annual sppropristion of $3,000,000 per Fear is mads fo the
Children's Bureau for medical care and ether servicea for cripplad
childran. Five percent of thie emount may be uzed for administrs ten.
and_special investigations and reporta; the entire balance is to be
uzed E:ur grante-in-gpad to Btates to provide fesilifaas for tha ‘ghyaic.al
restoration, ag far as possible, of crippled children, espenielly
children Mving in rural areas.

All four of thess appropriztiens ere new, althoweh the Federal
Government participated in maternal and child-health setvices during
the pariod from 1922 to 1828. The grants-in-aid for dependent child-
ren ave intended to help the States tha hurden of supporting tha
large nuraber of young children in families who have become deprived
of a father's support. The aad for child-welfare services and for the
hospitalization and care of erippled children represents participation
for the first time by the Federsl Government in attempis to help
unfortunate children to overcome their hendicaps and become useful
and sslf-supporting eitizens. Altl:EFebh.er this is the most far reaching
child welfsre program avery considarad in this aountry.

or such

EXTENSION OF EEALTH AERVICES

An appropriation of $10,000,000 per year is pro to ba made to
the Secretary of the Trensury for the axtension ublie-health serv-
ices. Fight million dollars of this amount e to be allotted to the
several States on the basis of the need of sach State for such assist-
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ence. This money is to be used by the Sietes for extendipg State
bealth services and for aseistance fo countiea and other local govern-
mental units in maintsinipg adquats public-health pmﬂE-ams Two
million of the total apprepriation of 510,000,000 is allotted to the
United States Public Health Service for the investigation of diseases
and releted problams which are nationel or interstate in character.

This appropriatien is in line with well-established Fadersl policies,
but represents a very grent extension of Federnl perticipetion in
proventive puble-health services, The amount supgesied to be
appropriated is approximetely double the present total of all Federal
expenditures for public henlth, and this entire amount e intended to
be need for the pravention of preventable sisknoes.

GENTEAL COMMENTS

The totel npproprations proposed in this bill amount to $98,500,000
mn the fiseal year 1836, and $218 600,000 in subsequent years. Off-
satting thege appropriations, will he the receipts from taxes which are
imposed jn connection with unemployment compensstion end old-
age annuities, TUnemployment compensation will not involve any
cost oh general revenues, and for & conaiderabie period to come the
Foderal grants-in-aid to States for old-age pensions can be borrowad
from the smounts collected by the Faderal Government through the
system of compalsory old-ngs annuitiea, o

The costs of two of the iteme in the program contemplated in this
bill will undoubtedly increase in the futura. Thess are the expendi-
fures for cld-age security and sid to dependent children. Becayse of
the incragsing number of the aged, old-age pensicn costs will iscrease
guite rapidly, and can be redneed anly throngh the establishment of
a seli-supporting syster of old-sge annuities, Larger amounts also
will be required in future years for sid to depéndent children, but
thess are not expected ever to approach tha total costs of fhe ulé-nge

gions.

On the other side of the picturs, it is to be expacted thef the
‘adoption of this program will iz tine result in & redvetion in the costs
of destitution and dependency. Through o self-sustaining system of
cld-age atmuitise the need for pansions on & means test bass will be
greatly raduced. Similarly, extension of public-health services and
aid for child care, maiernsl and child henlih setvices, end the bospital-
ization and ears of crippled children, should result in saving many
people from becoming or remaining publie ez. [Tnemployment
J}DIIEI:L ensation, likawize, should in time materd reduce the need of
ralief,

The entire program represcnta & sthstential beginning in the
development of "“saleguards against the major hazards and vicissi-
tudes of life.”” It is a program following no set formula, but one that
is adapted to eur American ponditions and fraditions. It willin time
require ndditions and very probably slso, chenges. It i “'not the
last ward on the subject ,]i)ut e long etride forward towerd *fthe
sec.uritft of men, women, and children”, which the President has very
Proper :lr degeribed as the fimt objective in the task of recovery.

Supp ernmtm%]t.hls SUmmLry, perniit me toeay that the Committes
hes no thought that this progTam 4a prasenied should necessarily be
pessed without any changas, The Clommities intands to present ta you
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honestly the entire problem, It expects and desires the cooperation

of the Uongress in working out this problem. If, in your judgment,
_{uu'ts of thiz p ghotdd he [émngad of covrse, that 13 your

privilege. That is whot we axpsct, r purpose primarily ia to %me

you information, ta gerve you and assist you In every manner

we can.

We do call your attention, however, to this fact, and that is that
this program, in ite major aspects, requires State cooperation. At
this time 42 Btate legizletures are in session. Mot of them will be
in seszion only for approrimately %0 daye, Ii the Congress can com-
plete ita deliberations in time a0 that the State legislatures may act in
their seasiona this winter, that obvicusly is very much te be desired.

Thia program i3 a fulfillment or an aitempt at fuliillment of pledges
thet have been made by both political parfies.

In the Democretic netional plﬂ.t.fcrrm of 1942 is the definite plades
in fu.vﬂr af the spactment of ueamployment compensation and old-

Ee.nsmn legislation oo Stote lines, In the statement msu&d b
tha Hepublisnn Natisnel Committea last year, it endorees the
aoncepbs of soclal insurancs, the general appmmh b social lagslamnn
which we contemplata.

With that introduction, if I understand the motion that you
&bﬂgpﬁd} you wish me to prﬂcee.d to the fivet subject dealt with in

b

Mr. Vingow. Mr. Chetrman, 1 supgest st this point in the hesrings
that thera be included the :repnrt of the Committee on Erconomic
Security, together with the letter of transmibtal to the President.

%:.‘[r HmL. And the President's letter to Copgress on that sams
#subjeat.

Mr, Viveow. I ah::-uld. ke very happy t0 have all of that insected
at this point in the hearing. ) .

HARMAK. Without abjection, that action will be taken,

{The dosumentz referred to are as fellows,)



