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Director, FERA
Washington, D. C.

Dear Sir:

We are sending you herewith a copy of the Social Security Bill
as it passed the House of Representatives on April 19, and also two
charts Sumarizing the provisions of particular interest to states.
The Soeial Security Bill is now before the Senate, and, of course, is
subject to amendment before final action.

If the Social Security Bill is enacted the Federal grants-in-
aid to the states will be avallable on July 1 of this year, The condi-
tions imposed in connection with these aids are summarized in the charts,
Most of the state legislatures which have adjourned have already amended
their old age pension laws to conform to the conditions imposed by the
pending Federel legiglation. A number have enacted entirely new cld age
rension laws, Three states - New York, Utah, and Washingten - have
adopted unemployment compensation laws which become effective at the same
time as the Federal tax for this purpose - January 1, 1936,

The Federal Social Security Bill has been referred to the Finance
Committee of the Senate, which held public hearings on it in January and

February, The large majority in favor of the bill in the House of Repre-
sentatives, 372 to 33, is evidence that there are excellent chances for it

Very truly yours,

COMMITTEE ON ECONOMIC CURITY

slstent Direector




5099

SUMMARY OF THE SOCIAL SECURITY
BILL H. R. 7260

April 10, 1935

This bill nnw pending before Congress embodies the administratinn's
pragram for social security. It is based upnn the recommendations of
the President's Committee on Ecenomic Security, although the Wagner-
Drughton-Lewis Bill as originally introduced has been greatly revised
by the Ways and Means Committee.

The bill may be divided into five broad divisisns as tollews:

1., 0ld Age Security
2. Unemployment Compensatinn
3. Aid to Dependent Children
4, Maternzl and Child Welfare
5., Extension of Public Health Services
The provisions of the bill dealing with these subjects will be

rutlined briefly.

I

0ld Age Security

Two separate but complementary measures are provided to assure
azainst dependency and want in nld age:

A, Grente-in-aid by the federal government to the states
for state nld-age assistance (Title I): The federal aid
provides for 50 percent matchirg o»f state =2nd local ex-
penditures for old age assistance of persons over 65 ysars
c¢f age, but thz federal aid will not exceed $15 per nonth
in any case. Conditicns required of the state in order

to receive federal aid are:

T orT——
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1. A state-wide old age plan;
2., Some financial support by the state;
3. State administration »r supsrvision of the plan;
4. Permissien to persons denied pensicns to apreal
te statoc agency:
f. Nethods of administration (other than parsnnnel)
found necessary by thz Social Security Bonrd for
the efricicnt operation of the plan;
6. HReports to the Social Security Board;
7+ Onc=half of any collections mnde by the state
from th- estate ot a recipimt nf old-ag: essuist—
nnce, to be paid to the Unitod States;
8. Oldi-age assistance grantod to noresons of 65
years of age ofter Janmary 1, 1940, but until theot
time it is poarmissivle to limit assistnnce to per-
sons whn are 70 yearc of age or over;
3. Residence requircment may not oxceed five yerrs
within the proceding ninc yenrs;
10. No disqunlificntion of citizoens af the Unitod
Stntes - for example, & roquircment of citizenship
far a perind of yenrs.

Tha appropriation authorized for old-age as:istance for tho first
year, oending Jaly 1, 13326 is $49,7250,000., Thereaft.r there is auth-
orized %n be oppropriated a sum sufficlent to carry eut the parprses
of this part »1 Sho act.

B. F:iéerrl Cld-Age Benerits (Titie II): In erder to mrke
more ndequnt< provision for c¢ld age than cnn ever bz pro-
vided under gratuitous old-nge as<istonce paid for by tnx-

atioen - local state and [:dernl - the Social Security Bill
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2lso provides for federal ~ld-age benefits. The principal features »f
this plan are as follnws:
1. Coverage: all empleyees under 60 ycars cf agec nn
Jamiary 1, 1337, except those engaged in:
a., Agriculture,
b. Domestlc service in a private home
¢, OCasual labor not in the course nf the
employer's trade nr business,
d. ONperating vessels, as efficers and members
nf the crew,
e. Public empleoyment,
f. Religious, charitable, sciantific nnd
educatinnal work for institution:z not operated
for profit.
2, DBenefits:
a. 3egin - 1942
b. Amount - minimm - $1C per month;
paximum - $85 per month, based upon wages
received after December 21, 13536, and be-
fore emplnyce reachss 6T yzars. Employees
wno enter the system vhaile ;nung and tay
taxes upen their wages ovar the normal
span cf 40 to 45 working yearc receive
mach larger benefits than emplcyecs vhn
are ncw middle aged or rlder, and whe con-
sequently huove fewer years under ths sys-—
tem, vut ther: sre adjustments favoring
the weriksrs whn, by reason »f their pre-

sent ages will be undor th: plan less than

I EEI—————

g e it

——— e v————
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the normal length of time.
c. Illustrative scale of benefits for worker with

40 years of emplnyment under the system:

average salary average monthly
per month benefits
$ 50 $32.50
100 51,25
150 61.25
200 725
250 B1.25

3. Administration: by the Social Security Board.
4, TFinancial support; taxes levied in Title VIII on
employers and employees, starting at 1 percent nn
each in 1937, and increasing at three year intervals
tn 3 percent each in 1949.
5, Death benefits: an emplnyee -ho dies before age 65
has paid to his estate 3% percent of his wages as de-
fined under the act, vhich representc approximetcly
the taxes which he has paid plus intcrest. If he dies
after 65 his estate is entitled to receive 3% percent
of ais wages prinr te 65 years, less the amount of
benefits already paid to him.
6. Minimum gqualifications for bencfits: five years cm-
ployment and o total of $2000 wages (as defined under
act). Employees unzble tm qualify for benefits re-
ceive a lump sum payment of 3% percent of wages at 65
years.

These two complementary msasures constitute the program for old

age security. State old-age nssistrnce with the help of the faderal
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gavernment, will pravide for thes. whd are now cld and ~r: dependent
upcn the public far suppnrt, and alzo for needy aged persons in the
future who are not under tne federal nld-are benefits system. The
latter system =ill enable ewployed persons who are not yet old, with
the help of their employers, to make their own prevision fer eld age,
which they will receive as a right upon reaching 65, and not as a

public charity.

1T

Unemployment Compensation

Two titles of the bill deal with unemployment componsaticn (less
accurately called uncmployment insurance), Title III providec fedieral
grants in aid te the states for the administration of unemploymeont
compensation plans. Title IX levies a tax upon employers against which
contributions tn stabte uncaplovment comnensaticn plans may be crcdised
up to 90 parcent of the federal tzx. This tar ic dasizned te romove
tha principal nbstacle to the adoption nf state unemployment corpensa~
tion systems by providine a uniform tax upon emplayers throusiout the
country for ithis purpese. The principal features of thic tax are as
frllows:

1. OCnvzrage:! Employers of ten nr more emmloyess within

20 weeks of any yecar, with tho same exemuticns as the fax

ta pay for cld-sze berns:iits,

2. Hdates: 1336 - 1 percsnt; 1837 - 2 parcent; 1923 and
thererftor - 5 poreent.,

2. Credit of up to 90 prreent of tax allewed for paymants
tn strt2 unemplcymant cermpensation vlans under sihie Inllowing

condition

m

.
.
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a. GCompensation to be paid through public employ-
ment nffices;
. No compensation to be payable until after two
years;
c. State unsmployment fund to be deposited with
the Unemployment Trust Fund of the United States
Treasury;
de« State fund to be used exclusively for unenyley-
ment compensation;
e, Conpecnsation not to be denied any eligibtle person
for refusal to accept vork if (1) the position vacant
is due to a strike, lock-ut, or labor dispute, (2)
tue wngcs, hours, or conditions oi work arc sub-
stantially less fovorable to the worker than those
prevailing in the locezlity, or (3) if the worker
would bz required to join a company union or to re-
frein fron joining a tona fide labor organization;
f. State to rot~in tha right to repeal or modify
its systen.

Federal aid to the states for the sdainietration of unomployment
comprnsatisn plans is nrovidad in title III of the bill., It is as-
suried thrt this will be sufficiont to pay the cost ‘of zdninistering the
state uncmoloyient co ponsation plans, no naicking by the stnte baing
required. Th2 10 parcent of the federel payroll tax Uor wnenploynont
compensation, which ie not sabject to = cridit =~nd rmst be miid inte
the United St-tcs Treasury, will abount eguel the fidernl ~id For this

purpose. In ordar to quslify for this rid thoe state plsans Ior uncn-
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ployment compensation must conferm to about the same conditions as
provided for credit against the unemployment compensatinn payrecll tax.
These two measures are designed to encourage the atates te cnact
unemployment compensation legislatinn, The uniform tax throughout the
country will remnve the principal rbstacle. The federal aid will per-

nit a necessary minimum of federal assistance =nd supervision.

III

Aid to Dependent Children (Titl: IV)

A federal aporopriation of $24,750,000 is authnrizad for 1936,
and as much anmually thereafter as may be needed, tn aid states in
maintaining dependent children in their own homes. This aid is prim—
arily designed to talze care of children in homes ritk-ut a wage carner,
usually headed by a widowed, divorcad, or descrted mother. 45 states
have suck legislatinn usually known es "methers' pension laws!,

The federal aid is limited to one-third of the tntzl amount paid,
and to certzin maximum limits fixed in the bill. The state must con—
form to certain conditinns, similar to those provided for old-age
assistance.

Iv

Maternal and Child Welfare (Title V)

The appropriations authorized for these purposes are a2s fnllows!

A, Maternal and Child Health Services $3, 800, 000
5. OCrippled Children 2,880,000
Cs Child Welfare 1,500,000
D. Vocationzl Rehabilitation 841,000

In each of these aprropriations state that matching is required,
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The Children's Bureau has churge of the administration of the Aappropria-

tions, except that for vocational rehabilitastionn.

v

Public Health Services (Title VI)

0f the $10,000,000 authorized for extension of public health
services, $8,000,000 is for grants—in-aid to the states. These
grants are designed to aid the states in establishing and maintain-
ing adequate public health services and the training of personnel,

They are to be administered by the Public Heslth Service.

Sunmary

The Social Security Bill is an important step toward a well round—
ed plan for social security. The social insurance faatures of the
measure have teen based upon careful actuarial studies, as well as
experience in other countries. The bill provides practicable measurss
for protection against the greatest hazards of industrial society caus-
ing dependency and want, namely, unemployment and old age. It also
provides measures of protection to children, and for an extension of

public healtn measures.
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