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Explanation of the Provisions
of the

SOCIAL SECURITY AQT

E SOCIAL SECURITY ACT, approved

on August 14, 1935, represents a major ad-

vance in the attainment of econpmic security jor

the individual and for his family. The President

outlined the entire program in his messages of June
8, 1934, and January 4, 1935, e smated that;

Among our objectyes [ place the security of the men,

women, and children of the Nzton first.

He further zaid that security for the individpal
and for the family concerns imelf with three factors:
{1) Decent homes to live in; (2) development of the
namral resources of the couniry go ag to afford the
fullest opportunity to enpage in productive work;
and (3} safeguards against the major misfortunes
of life. The Sccizl Security Act it concerned with
the thivd of these factors—"safeguards against mis-
fortunes which cannot be wholly eliminated in this
man-marde warld of cury.™

The act was devised 10 provide some safeguard
againat the Insecurity of modern Jife through co-
operative action by the Federal and State govern-
ments, thus making possible fullest consideration of
the lacal economic and social problems existing
within States while maincaining a national unity of
program and purpose.

The provisions of the act deal with a number
of distinct though related measures for social se-
curity which may be grouped under the following
headinps:

Uncmployment Compenstion,

Old-Age Asistance and Old-Age Benefits.

Security for Children.
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Ald to the Blind.

Extronior of Public-Health Services,

Vocational Rehabllitation.

The explanaticn of the provisiong of the Social
Security Act as set forth below does not pretend
19 ke exhaustive and complete,  Persons imterested
in the legislation shonld consult the act itself
copies of which are available upon apphcation te
the Social Sceurity Board.

UNEMPLOYMENT COMPENSATION

HE Sccial Security Act does not establish any

unemployment compensation systems. The
States are nvited to enact laws for the compensa-
ton of their unamployed. The Federal Govern-
ment does not require or geek 1o force them to enace
laws of any particular type, Their freedom to pass
thase Jaws best suited to their local conditions and
proklems ia protected.

The provisiona of the Socizl Securisy Act relaung
to unemployment compensation are very simple.
A pay-rell tax amounting to I percent of pay roll in
1936, 2 percent in 1937, and 3 percent in 1935 and
thereafter, iz levied on all employers of eight or
more persons for 20 weeks or more.  Agrieulmral
labor, domestic servics in a private home, ceriain
marithme employment, service in the employ of the
United Stztes Govermnnent or State governments,
or their instrumentalities or political subdivisions,
service performed for certain very close relatives,
and for religious, charitable, scientifie, iterary, and
educational institutions of a nopprofit nature are
excepted from this tax. Fach employer may eredit
against this tax, up o %) percent thereof, hie con-
tributions to a State unemployment cormppensation
fund established in accordance with 2 State unem.
ployment compensation law which has been ap-
proved by the Social Security Board. The Federal
tax will bring money into the General Treasury,
for the general purposce of the Federal Crovernment.

This means that a State which passes an wmem-
ployment compensation Jaw will be able to with-
draw nine-tenths of this pay-roll tax for is own
uncmployed, by eollectiog it as conttibutions under
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its own law, rather than letting the Federal Gov-
ernment collect it a8 & tax. The administration of
the Btate Iaw will not coat the State anything, if
such adminiztraton is efficicot, for under the Social
Becurity Act the Federal Genvernment stands ready
to grant to the States sufficient amonnts to pay all
proper administrative expenges.  Norwill the State
which acts promptly be at any competitive disad-
vantage with other States, for the pay rolls of em-
ployers in States which do not act will be subject 1o
the full Federal tax.

The difference between 8 State which passes an
approved unemployment compensation law and
these which do not, then, is that the State with
such a law will enable its employers to get the
benefit of the cradit pgainat the Federal tax.

Cn March 31, 1936, eight States and the Dis-
wict of Columbia, whose emgloyers provide a
third of the eatire ta=zable pay toll of the conntey,
kad voemployrnent compensation Jaws which had
been approved by the Social Security Board. In
several other States, bills proposing such laws are
being introduced in the legislaturet now conven-
ing. Thc success of the Federal Social Security
Act as a means of reducing the economic and
social  disturbanees of unemployment will be
dependent on the States.  No unempleyment com-
persation will be assured to the commercial or
industrial workere until hiz Stawe has an approved

law.

OLD-AGE ASSISTANCE AND
OLD-AGE BENEFITS

THE Social Securiry Actscts up two systema for
aiding the aged. One is designed o help the
Srates to give immediate assistance to aged individ-
uals on a baxis of need; the other to provide annui-
tieg in the future to persons over the age of 65,
based upon their wage expericnce. The two plans
are coraplementary and may be described briefly as
follows:

(1) Old-Age Assistence (Immedistz payment
flar).—A State may submit to the Social Security
Board for approval its plan for old-age assistance.
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The Board is direcied to approve such plans as
conform 10 certain requirements as 1o eligibility,
such as age, residence, and citdzenship; and ta re-
quircments as to State operation and standards of
administration, intended to assure proper and
cilicient State action by the enactment and admin-
Btration of laws which may reassmably be eapected
to provide assistance to needy aged individuals
without discrimination, After the plan is approved,
the State receives from the Federal Government an
amount equal to cne-half the sum expended for old-
age amtistance by the State with respect te individ-
uals 65 yeard or alder who arc not inmates of public
institutions. The Federal Government matches on
a 50-50 basls every dollar spent by the Swate for
old-agt assstance, but docs 2ot contribute more
thar: §15 per month for any individual. o addi-
tion the Federal Government pays for adminis-
trative expenses, an amount equal to § percent of
the sum granted to the State.

Om March 31, 1934, there were 27 Swmtes with
old-age assistance plans approved by the Social
Security Board. For the 5 menths endiog June 30,
1936, the sum of $24,660,000 has besn made avail-
able for allotment t States whose plans for old-age
asuistance have becn approved. Thereafter poffi-
cient funds are authorized to be appropriated to
mitct the necds of the States having approved plans,

(2) Old-Age Benchits {drnuity plen)—Under
this plan regular benefits are paid to qualified
individuals as a matter of right out of an “old-ags
reserve account” sct up in the Federal Treasury,
A qualified individual is poe who is acleast §5 years
of age, who teeeived total wages with respect 1o
employment after December 31, 1936, and before
attaining 65 years of age, of oot less than $2,000,
and who has been employed in some 5 different
calendar years after December 31, 1036, before
attaining the age of 65 years.

The “wages” on which benefits are based do not
include certain wages, for instance, wages received
for agricultural labor; domestic service in a private
home; casuai labor; servics on a yessel documented
under the laws of the United States or any forsign
couniry; service for Federal or State governments

[4]



or their-politieal robdivisions or instrumentalities;
and service for potnprofit literary, religicus, scien-
tific, charitable, and edveational organizations.
Service in the employment of a carrier as defined
in the Railroad Retirement Act of 1935 (Publie,
No, 399, 74th Cong. [H. R. 8651]} is further ¢x-
cluded. That part of an individual’s rermuneration
in excess of $3,000 per year from each emplayer is
not counted as much “wages.™

A qualified individual iz endtled to benefits from
the day he reaches G5, or on Janvary 1, 1942,
whichever is later, and ending at his death. The
benefits will be paid at regular stated intcrvals, at
a rate compuied as follows:

[Mot countng wages fiom a slogle employet in exotay
af §3,800 annually]

Percent of delal
Todal wrapes received after Doe 37, 7030, and | waper fal‘#‘a
prigr fo gge U5, In corered employments Iy rais
of benefit
First $3,000. . ... ................... L
Maxt L2000, . ... ... . ... ...... Ma
Alover 345000 . .. ... . ..oiarnnn by

The minimum monthly bencfit payment will be
810, apd the maximum $585. Table I llusirates
the benchits payable for various amounts of total
wages.

Henee, a man who has recelved a monthly salary
of §75 for 10 years pubsequent te 1934 at which time
he will attain the age of 65 years, will receive old-
age benefits of $20 each month. If he reaches the
age of 65 in 15 years after 1936, he will receive a
monthly benefit of $23.75. These figures are
merely illustrative; exact caleulation of benefitz can
only be made on the basis of total wages earned.
Even a month without employment would legszn
glightly the amount of benefits payable after 30
years of employment.

Persons who leave ingluded employment afrer
having qualified a8 o number of days of emplay-
ment and amount of wages reccived will become
qualified individuals on attaining the age of 65.
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That iz, if a man works the requisite time and carns
a total of $2,000 or more in wages, he will be
eligibie for cld-age benefits on reaching the age of
65, even though he may hawve worked in an ex-
cluded employment for 20 or 30 years.

Employees whose total wages or Jeogth of em.
plenment, a3 defined in the act, prior to their ats

TABLE I
Mouithdy Basafiee Payohle for Spacified Tolod W ar
th':a' for i Porposer é Tetle IF of the Sorial 23]
Art
Mordhly raotx of bmofit
Fotal g g pere | My
O per- mﬁ} ﬁmpﬁ;
100 | saz000 | 545000
....... f1o00 1o . . |........ $10.00
L5000, ..., 1280 booooooo e, 12. 50
3000, ..., L 15.00
W00 L. 15,00 § ¥ 42 |........ 15. 42
£4000....... 15.00 - I 1583
500, ... 15,00 L28 |........ 16. 25
28000, ..., 15.00 .67 | . ... 18, 67
310000, ... 15,00 5.8% (... 20.
5000 ..., 15,00 | 1000 |........ 25. (W)
LOOg, ... 15,00 | 1417 |........ 2917
25000, ..., 1500 | 18,33 |........ amn
oG, ... 1500 | XL 50 37, 50
$35,000...... 100 | 2667 V..., 41, 47
| S 15.00 | 30,83 ... ..., 45, 83
F45,000. ... 1500 | 35,00 |L....... B O
50000, ... 1500 | %5.00 | 3208 Lral
60,000 15,00 | 35 00 6 25 5. 25
FT0,000. . ..., 15,00 | 35.00 | 1042 al, 42
$80,000. ... 15.00 | 35. 00 | 14.58 ]
§ S URLE | 15,00 | 35.00 | 1875 468,75
o000, ... 15.00 | 3500 | 2Zxo2 7292
10000, . ... 15,00 | 3500 | 27. 0B 7708
20000, ... 15.00 | 35,00 ( 31,25 B1. 25
FLI0000. . ... 15, 00 | 35. 060 | AR 42 | 18500
1 Marimum monthly benefit.

taining the ape of 63, are not sufficient to qualify
them for benefits will be entitled to a lump-sum
payment of 3% percent of their wages as defined in
the act upon reaching that age. Receipt of a lump-
gum payment or annuity vnder Federal old-age
benefits will not disqualify a person from receiving
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aid under State old-age assistance plans as de-
scribed on pages 3 and 4, if need for assistance can
be cstablished so as o qualify under the State law.

The act provides that the benefits received by any
individual shall be reduced by the amount of 1
month's benefit for each calendar month in whick
the qualified individual receives wages for cmploy-
raent alter reaching the age of 65,

The estates of individoalz dying afrer attaining
the age of 65 are entitled to 3% pereent of the total
wageg paid to such individual with respect to
employment (a3 defined in the act) subsequent to
December 31, 1934, ez the amount of old-age
benefitz actaally paid o the individual during his
life. Dearh paymems of 3% prroent of total wages
{as defined) are made not only to the estates of
qualified individuals, but 1o the £statea of those whn
have earned some money in the included employ-
ments, but who have nor worked long cnough or
earned enough to become “qualified.”*

SECURITY FOR CHILDREN

HE act makes provision for the protection of
children who are {n need of special asistance
by:
{1} Grant to Statss to aasink in meeting the cosa of aid o
dependent children (morbern’ aid).
{2} Grants to States bo xwmist in meeting the cosby of mater-
nal and child-health services.

(3) Granta toStates to amint in mecting the costs of eerviceg

for crippled children,

(4) Grante tn Btates to Aagist in meeting the coftm of child-

welfare garvices.

Aid to Dependent Children.—The sum of
$5.000,000 haz betn appropriated for the last 5
rnonths of the fiscal year ending June 30, 1936, and
a sufficient sum has been authorized thereafter,
for making payments to States which have sub-
mitted, and had approved by the Board, State
plans for aid to dependent children, Sewventeen
States had approved plans on March 31, 1936,
The Federal Government pays to each State an
amount tqual to one-third of the sura expended
uoder such an approved plan, but payment in
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excess of §18 per mooth for the first child and 312
for each additicnal child in the same family is not
counted in determining Federal aid. A *‘depend-
ent child” may be defined hroadly as a child under
the age of 16 who has been deprived of parental
support through death, absence, or incapacity of 2
parent and whe is living in a private home main-
tained by immediate relatives.

Maternal and Child Health Services.—A
sum of $1,580,000 for the fiscal yoar ending June
30, 1936, has been appropriated to the Children's
Burcau of the United Statcs Department of Labar
for grantz-in-zid to States for maternal and child
health scrvices, cspecially in rural areas and in
arcas suffering from severe coonomic distress.  This
cotire appropriation will be used cxclusively for
carrying out State plans for furthering and
strengthening State and local health services 1o
mothers and children and cxtcoding maternal and
child health services in rural areas,

Services to Crippled Children.—An appro-
priation of §1,187,000 for the fiscal year ending
Juoe 30, 1936, has been made for granis-in-aid to
States for medical care and other services for
crippled children under the administration of the
Children's Bureau. The amount of §20,000 is to be
allotted to cach State, with the balance allocaced
to the States on the basis of need, taking into con-
sideration the number of crippled children in need
of such services and the cost of furnishing such setv-
iccs. Within the limits of these allotments, the
Federal Government will pay to cach State which
has an approved plan for services to erippled chil-
dren an amount, which shall be used exclusively for
carrying out the State plan, equal 1o ooe-balf of the
total aum expended for carrying cut such plan.

Child-Welfare Services,—Under the admin-
iztration of the Children’s Burean an appropriation
of $625,000 for the fiscal year ending Juae 30, 1934,
has been made for grant=-in-aid to States toward
welfare services for the protection and care of hore-
less, dependent, and neglected children, and chil-
dren in daonger of becoming delinguent. This
amount i to be allotted by the Secretary of Labor
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to the States primarily on the basis of rural popula-
tion. The amount so allotted shall be expended
for payment of part of the cost of district, eounty,
or cther local child-welfare services in areas pre-
doninanily rural, and for developing State services
for the encouragement and assistance of adequate
methods of comrmunity child-welfare organization
in arcas predominantly rural and other areas of
special need.

AID TO THE BLIND

THE sum of §2.000,000 has becn appropriated
for the last 5 months of the fiscal year ending
June 30, 1936, and a sufficient suzn has been an-
thorized thereafter, for the purposs of enabling each
State to furpish financial assistance to needy indi-
viduals who are blind. This fum it made available
for making payments to States which have sub-
mitted and had approved by the Social Security
Board State plans for aid to the blind. Eighteen
Statrs had their plans approved by Macch 31, 1334,
The Federal Government grants an amount equal
to cne-half the total surm expetded under the State
plan with respect to each individual wha is blind
and 15 not an inmate of a public imstitution. This
Federal aid is limited to §13 per month plus an
additional 5 percent to the State for admipistrative
purposcs.

The State receives these grants if its plans comply
with certain standards prescribed by the Social
Security Act, such as provision for Anancial partici-
pation by the State, designation of a single State
agency to administer the plan, adequate methods
of adminiztration, and provision that no ald shall
be furnished a blind individual while in receipt of
old-age assistance.

EXTENSION OF PUBLIC-HEALTH
SERYICES

SUM of $3,300,000 has been appropriated for

aid to State and local health services for the

5 months ending June 30, 1936, and $8,000,0600
aathorized for each year thereafter.  Allpuments to
the States are to be made by the Surgeon General
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of the Public Health Service with the approval of
the Secretary of the Treasury on the basie of the
populatign, the special health problems, amd the
financial needs of the rcspective States. This
mopey i to be used by the States for extending
State bealth services and for asistance to countics
and other governmental units in maintaining ade-
guate public-health programs.

An additional $375,000 has been appropriated for
the laat § months of the fiscal year ending June 30,
1934, to the Public Health Service for the investiga-
tion of discases and celated problems which are
national or intcrstate in characrer,

This authorization iz in Line with well-established
Fedexal policies, but represents 8 very great exten-
sion of Federal participation in preventive public-
health scrvices. The amount suggested to be ap-
propriated is almest double the present todal of all
Federal cxpenditures for public health, and this
entire amount is intended to be veed for the proven-
ton of preventable sickness.

VOCATIONAL REHABILITATION

N ORDEE to provide for the extending and

strenpthening of programs of vecaticnal rehakili-
tation of the physically disabled, the Social Security
Act also authorizes =n appropriation of $341,000
for the fiscal year 1937 and $1,938,000 anoually
thereafter, to be distriburted as grants-in-aid 1o the
States for vocational rchabilitation piarposcs in
addition 1o the appropriation available under pro-
visions of the existing law; $350,000 has been
appropriated for the 5 months ending June 30,
1936, for this purpose. The exizsting Federal Yoca-
ticnal Rehabilitation Act is administered by the
Office of Education in the Department of the
Interior.

BOCIAL SECURITY BOARD

TLE Vil of the act establishes a Social Secur-
ity Board compowed of three members to be
appointed by the President, by and with the adwvice
and consent of the Senate. The term of office of
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these members will be 6 years.  Not more than two
of the members of the Board shall be of the same
political party and the chairman is to be designared
by the President.

The Board is authorized to appoint and fix the
compensation of such officers or cmployecs a8 may
ke neccsary for carrying out 1ts functions under the
act. All appointments, with the crception of
attormeys and experts, must be made inaccordance
with the civil-service laws.

‘Thoege provisions of the act dealing with grants-
in-aid to Statea for unempleyment compensation,
old-age asslstance, aid to the blind, amd aid o
dependent children, and old-age benefits, are 1o be
administered by and under the supervidon of the
Board, In additon, the act plages upoan, the Board
the duty of studying and making recommendations
as o the mast effective metheds of providing eco-
nomic security through social Insurance, and as to
legislation and matters of administrative policy
concerning old-age pensigns, unemployment com.
Fensation, accident compensation, and celated
subjects.

TAXES

HE Social Security Act irapeses theee separate

and distinct taxes, the proceeds of which, are
paid into the General Treasury of the United States.
{1} Title IX irnposes a tax on all employers who
have had B or more individuals in their employ
for pt least some portion of the day, on cach of some
20 days during the taxable year, each day belng in
a different calendar week., The tax is based upon
the employer’s pay roll,  In determining the wages
to be taken into consideration in computing such
tax, certain scrvice is ¢xcluded, for example, apri-
cultural labor, domestic service in a private home,
certaln maritime employment, service in the cm-
ploy of the Tlnited States Government or State gov-
¢rnments, or their political subdivisions or instru-
mentalities, service performed for certain very close
relatives, and service for religious, charitable, scien-
tifie, literary, and ¢ducational institutions of a non-

profit nature,

[11]



Employers subfect to the aer are required to pay
the following percentages of total wages paid by
them with respect to employment not exoepted by
the provisians of the act;

{1} For the caltadar yaar 1936, 1 peooetit,

(2) For the calendar year 1957, 2 prroent

{3} For cach ealendar year thereafter, 3 percent.

Against this tax, based on wages, the employer
may credit the gmount of contributions hased on
wages paid by him during the taxabie year into a
State unemploymerni fund under & Stare law
approved by the Social Security Board., Credits,
however, may not exceed 90 percent of the Faderal
tax.

2] Titde VIIL imposes two taxes—an income
tax on employees and an excise tax on emplovers,

The tax on employees does nat apply to wages
received for agricultural labor; domestic pervice
in a private home; cagual Iahor; service on a vessel
documented under the laws of the United States
or any foreign country; service for Federal or State
governments, cr their political subdivisions or in-
strumentalities; service for nonprofit literary, relig-
ions, peientific, charitable, and edwocaticonal organi-
zationg; and wages received by an {ndividieal who
has artained the age of §5. Public, MNo. 400 (T4th
Cong. [H. R. 8652]) further excludes wages in the
cmployment of a carricr as therein defined,

The tax on employern applics to all employers
(a3 distinguished finm the tax under title IX which
applics to cmployers of B or more] and it mecasured
by the wages pad by them after Deccmber 31,
1936, with respect to employment that i3 subject o
the income tax om emplovess meationed above,

The act provides that the tax on empleyees is to
be deducted by the empleyers from the wages when
paid, and is to be turned over to the United States
by the employer under rules and regulations of the
Burcau of Internal Revenue, The tax s nat to be
allowed as a deduction in computing net Income
and the income tax of the emplayee.

The rate of tax on the wapes of the crnployees not
cxcmpied from the act and on the pay rolls of the
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employers with respect 1o employment not exempt-
ed from the act are as follows (cxcluding in both
cases the wages of an Individual in excess of $3,000
from a single employer with respect to covered -
ployment during a taxable year):

Calmdar pears Taxer
Fereent
10373830, . . . e ciaia 1
10404142 L 1%
L R T 2
19Me4T8. . e e 2L
194%~herealter. .. .. ... ... 0.

Fules and regulations fur the collection of the
taxen levied under titles VIII and IX of the Social
Security Act will be imued from time to time by
the Bureau of Internal Resenue, The first set of
repulations relating to the excise tax on emplayers
under title IX of the Social Security Acthas already
been issued by the Bureau of Internal Bevenue of
the Treasury Department and is available from the
Government Printing Office in Washington. The
exact title of these first regulationz is: “Reguiations
90, Relating to the Excise Tax on Employera nnder
title [X of the Botial Security Act.”
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States With Public-Astintanse Flans Approved by
the Social Securify Board, Mar. 31, 1936

. Aid 1o depundent Aid to the
O e aosittanes children Elind
Alabama Alabama Arizonza
Arkans=as Arizona Arkansan
Connecticut Arksngax Connecfet
Delaware Idaha Tdahes
}dahn Maine l\-ﬁmmum .
awa I\-Iaqlan
Maine Defimmpmni B pi il
Maryland Nebraska MNew Ham =
Maraarhuzetts New Hampshire | Now Mexico
i Hew Mexico Neorth Carolina

Minncgoia Ofklahoma
Missiedpnd Utah Orcgon
Mirsou Vermont FPenngylvania
Nehraska Washingtem Uah
N:.meFhim ‘Wisconmn Yerment
New Dlexica yoming Wigconein
North Dakota Datrict of To- | Wyoming
Chio Tumbia Dixice of Co-
Cklzhoma lumhbia
Oregon
Riode Izland
Utah
YVermont
Washington
Winrrman
Wyoming
DHptrict of Co-

lumbia

States Witk Unemployment Combensation Lmwos

Approved by the Sovial Securcdy Boord,
Mar, 37, 1056
Alabarra New Hain re | Washi
Ua:’]l.i.fonﬁa Mow ankpsm Wma:l?nun
M exsmchicoetta Drepon Diglot of o

lumbia




Information

Information concerning the scveral
scctions of the Social Security Act may
be obtained fram the following Govern-
ment agendcies:

Old-age assistance, aid 1o dependent
children, and aid to the blind; unem-
ploymene compensation; old-age bene-
fita; Tides I, 1T, ITI, IV, VII, TX, X,
of the Social Scourity Act.

InFORMATIONAL SERVICE, Social SE-
curiTy Boann, Wasamgron, T, €L

Maternal and child health services,
services for crippled children, and child-
welfare services; Title V of the Social
Security Act.

CrLCREN'S BusEaty, DEPARTMENT OF
Lanor, Wasaivogron, 1. C:

Public-health work: Title VI of the
Sncial Security Act.

Bureav or Py HeEarma SErvige,
DEFARTMENT OF THE TREASURY, WASH-
mgToN, D. C.

Vocational rehabdlitation; Title W,
Part 4, of the Social Sccurity Act.

Orrice oF Epucamon, DEPARTMENT
oF THE LNTERIOR, Wasamoron, I, C,

Al taxes levied under the Social
Security Act; Titles VIIT and IX.

Bueesav or INTErNAL Revence, De-

EARTMENT OF THE TREASURY, WASHING=
Ton, D, G,

U. & SVERNEEHT EFRINTING HFPHL 1Y




