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*3877 P.L. 84-880, SOCIAL SECURITY AMENDMENTS OF 1956 

Senate Report No. 84-2133, 
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The Senate Report and the Conference Report are set out. 

(CONSULT NOTE FOLLOWING TEXT FOR INFORMATION ABOUT OMITTED MATERIAL. EACH COMMITTEE REPORT IS A SEPARATE 

DOCUMENT ON WESTLAW.) 

Senate Report No. 84-2133 

June 5, 1956 

THE Committee on Finance, to whom was referred the bill (H.R. 7225) to amend the Social Security Act to provide 

disability insurance benefits for certain disabled individuals who have attained age 50, to reduce to age 62 the age on the 

basis of which benefits are payable to certain women, to provide for continuation of child’s insurance benefits for children 

who are disabled before attaining age 18, to extend coverage, and for other purposes, having considered the bill, report 

favorably thereon with amendments and recommend that the bill as amended do pass. 

  

I. PURPOSE AND SCOPE OF THE BILL 

The old-age and survivors insurance program is designed to provide partial protection against loss of earned income upon the 

retirement or death of the worker. Nine out of ten American workers can look forward to old-age and survivors insurance 

benefits for themselves and their families in their old age. Nine out of ten of the mothers and children of the Nation are 

assured of receiving survivor benefits if the family earner should die. The financing of the system is on a sound basis. Your 

committee recognizes, however, the responsibility for making improvements, as the need arises. 

  

*3878 The following changes would be made under the committee bill: 

  

(1) Further extension of the coverage of the program 

Your committee has consistently held the view that the coverage of the program should be as nearly universal as is 

practicable. Coverage would be extended by the committee’s bill to additional groups, primarily certain professional 

self-employed persons. Modifications would be made in the coverage requirements for farmers and farm workers to take into 

account the practical problems that have arisen since they were brought into the program by the 1954 amendments. Changes 

would be made in the provisions on insured status and benefit computations to give the newly covered groups equitable 

treatment as compared with those brought in earlier. 

  

(2) Widows’ benefits beginning at age 62 rather than 65 

Most women who are widowed in their 50’s or early 60’s have been homemakers or have not been members of the paid labor 

force in recent years. Because of their age and lack of work experience, they have very little chance of employment. 

  

(3) Benefits for disabled children 
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The bill includes provision for payment of disabled child’s benefits to the dependent disabled child of a deceased or retired  

insured worker if the child is permanently and totally disabled and has been so disabled since before he reached age 18. Such 

children are as dependent on their parents after attaining age 18 as before and therefore the committee believes it is important 

to fill this gap in the program by providing benefits for disabled children. Your committee does not believe that the serious 

difficulties involved in providing cash disability benefits for disabled workers, which are discussed below, apply to the 

provision of benefits for children disabled prior to age 18. Determination of disability generally would not be difficult 

because of the few cases involved. Most of the cases would be the result of congenital conditions or conditions existing since 

early childhood, including mental deficiency. childhood, including mental deficiency. 

  

(4) Provision related to the financing of old-age and survivors insurance 

The financial soundness of a program as important to the economic security of the families of the Nation as old-age and 

survivors insurance must be carefully guarded. Your committee is recommending the establishment before each scheduled 

tax increase of an Advisory Council consisting of the Commissioner of Social Security, as chairman, and 12 representatives 

of workers, employers and the public to review the status of the old-age and survivors insurance trust fund in relation to the 

long-term commitments of the program and to report its recommendations. We are recommending also a change in the 

provision regarding the interest rate paid on special obligations issued to the trust fund. 

  

(5) Provision for suspending benefit payments to aliens outside of the United States unless they are nationals of a country that 

would make payments to citizens of the United States after they had left the foreign country to reside elsewhere 

The committee is concerned by the fact that some aliens have come to this country, served in covered employment for a short 

period, and have then returned to their native countries to live off their old-age and survivors benefits for the rest of their 

lives. 

  

*3879 The bill would suspend the payments to any person not a citizen or national of the United States who becomes entitled 

to benefits after June 1956 if such a person remains out of the county for 3 full and consecutive months. The payments would 

be resumed if such a person returns and remains in this country. However, in the interest of fairness and comity the 

committee thought it desirable to continue the payment of benefits to a citizen of a foreign country if that foreign country has 

a social insurance or pension system which permits payments to United States citizens in the event they leave such foreign 

country. 

  

6. Minor improvements in the law designed to facilitate administration of remedy anomalous treatment in certain cases 

The committee does not believe that the following proposals, which were included in the House-approved bill but are not in 

the committee bill, are necessary or desirable: 

  

1. Provision for lowering minimum eligibility age for wives and women worker.-- Lowering the eligibility age for women 

workers would have the undesirable effect encouraging employers to lower their maximum hiring ages and compulsory 

retirement ages for women. Lowering the eligibility age for wives would be costly and there is not as great a need as in the 

case of widows, since the family has income from the husband’s benefit. 

  

2. Provision of cash disability benefits for permanently and totally disabled persons at age 50.-- Your committee recognizes 

that prolonged and severe disability is a serious problem to the worker, his family, and the community. As the testimony 

before the committee has shown, however, there are important differences of opinion as to how the problem can best be met. 

Your committee has concluded, on the basis of the preponderance of the evidence submitted at the public hearings, that the 

adoption of a provision for paying cash disability benefits to insured workers under the old-age and survivors insurance 

program would not be desirable. Under the system now, cash payments are made only upon death or retirement. These 

conditions are easy to determine. Under the disability proposal, however, the primary condition for payment would be, in the 

terms of the bill, inability-- 

  

to engage in any substantial gainful activity by reason of any medically determinable physical or mental impairment which 
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can be expected to result in death or to be of long continued and indefinite duration. 

  

These conditions for payment are much more difficult to determine. Monthly disability benefits have a completely difference 

nature as compared with the present provisions for old-age benefits and survivor benefits. Lack of objectivity in 

determination of disability makes it both easier for the claimant to maintain, and harder for the administration to deny, the 

presence of qualifying disability. In many instances, physical disability does not necessarily produce economic disability, 

although this would in many cases be the tendency if monthly benefits were available. 

  

In reaching this conclusion your committee has taken into account the significant progress that has already been made in 

meeting the needs of disabled workers. In 1950, when the question of disability benefits came before this committee, the 

committee rejected the proposal for paying cash disability benefits under the old-age and survivors insurance system. This 

*3880 position was sustained by the Senate. In conference with the House, a fourth category of assistance grants to States 

was approved-- aid to the permanently and totally disabled. 

  

Since 1950, 42 States have begun operations under this program, some of them only recently. About 244,000 needy disabled 

persons are now receiving monthly assistance payments, which total about $165 million annually. Further, many other 

disabled persons or their children who are in need-- over a half million of them-- are receiving assistance payments under 

other federally aided programs of aid to the blind and aid to dependent children. Disabled individuals are also aided under 

State and local general assistance programs. In most of the States, therefore, provisions already have been made to meet the 

basic needs of those who cannot support themselves because of extended and serious disability. 

  

Significant strides have been made, too, in the Federal-State program of vocational rehabilitation under the impetus of the 

1954 amendments, which greatly expanded the program. Many witnesses who appeared before your committee expressed the 

belief that payment of cash disability benefits would in some cases, discourage rehabilitation. 

  

The 1954 amendments to the Social Security Act included in the law the so-called disability ‘freeze,‘ which protects the 

old-age and survivors insurance rights of workers during periods of total disability. The freeze provisions will be helpful to 

many disabled persons in protecting rights to old-age and survivors insurance benefits, in providing higher retirement and 

survivor benefits, and in bringing more individuals promptly to the attention of the State rehabilitation agencies. 

  

More time is needed to develop more fully all of the existing programs for the disabled and to evaluate their results. In 

particular, it would be desirable to have more experience with the disability freeze. 

  

Your committee has been impressed by the testimony of the many medical experts who have testified that many problems 

would be encountered in evaluating physical and mental impairments for purposes of determining eligibility for disability 

benefits. 

  

Difficulties in determining eligibility, and other factors, lead to uncertainty as to the future costs of a cash disability program. 

Cost estimates in the field of disability benefits, as pointed out by the Chief Actuary of the Social Security Administration, 

are subject to a wider range of variation than are estimates for other types of benefits. The basic cost estimates which have 

been presented to the committee were based on high employment conditions; under low employment conditions, the cost 

would be significantly higher. The old-age and survivors insurance system is on a sound financial basis; your committee 

strongly believes that it must be kept so and should not be altered by adding a benefit feature that could involve substantially 

higher costs than can be estimated. 

  

In view of all these considerations your committee has decided against including provisions for cash benefits to disabled 

workers. 

  

3. Provision for increasing the contribution rates in the old-age and survivors insurance program.-- The improvements 

proposed in the committee-approved bill can be financed within the framework of the present tax schedule, under which 

contribution rates will be raised periodically until 1975, when they reach 4 percent on employee and employer and 6 percent 

on the self-employed. 

  

*3881 Had the provisions of the House bill for payment of benefits to disabled workers at age 50 and to all insured women at 
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age 62 been added to the committee bill, the contribution rates would have had to be increased to 2 1/2 percent on employee 

and employer and to 3 3/4 percent on the self-employed beginning in January 1957. Such an increase would have required 

the taxpayers under the system to pay an additional $1.7 billion in each of the next 3 years or a total of approximately $5.1 

billion in excess of the taxes prescribed in present law. Moreover under the House bill the tax rates would be raised 

periodically until 1975 when rates of 4 1/2 percent on employee and employer and 6 3/4 percent on self-employed would be 

imposed. 

  

Your committee believes it would be unwise to burden the millions of covered workers with increased social security taxes at 

this time, as would be required under the House-approved bill. Substantial tax increases were made as recently as January 1, 

1954, when the rate was increased, and January 1, 1955, when the taxable wage base was raised to $4,200. It seems much 

wiser to confine improvements in the program to those that can be absorbed within the present tax schedule. 

  

II. CHILD’S INSURANCE BENEFITS FOR CHILDREN WHO ARE DISABLED BEFORE ATTAINING AGE 18 

Under present law child’s benefits are not paid to a child who has attained age 18. Your committee’s bill would provide for 

the payment of benefits after age 18 to the dependent child of a retired or deceased worker if the child has been permanently 

and totally disabled since before age 18. The mother of the child would also be eligible for benefits under this provision so 

long as she continued to have the child in her care. 

  

Your committee recognizes the situation faced by people who have the care of a child who because of a mental deficiency 

never grows up, or who because of a physical impairment requires constant care throughout his life. The suffering of these 

parents is the more acute because they are constantly concerned about what will happen to the child when the usual family 

income is cut off by the death or retirement of the wage earner. Under present law, when the father qualifies for monthly 

benefits upon retirement at age 65 or later, his child can get a benefit equal to one-half of the father’s benefit provided the 

child is under age 18. The mother also gets a benefit. Benefits are also payable to the mother and young child when the father 

dies. In either case, however, benefits which the present law provides for a child stop when he reaches 18, regardless of 

whether the child continues to be dependent because of mental or physical incapacity. And a child who is over 18 when his 

father retires or dies cannot get benefits at all. 

  

The House-approved bill would meet the first situation, where the disabled child is under 18 when the father dies or becomes 

continue to receive his benefits after reaching 18 if he was still disabled. The mother caring for him would also continue to 

receive benefits. But this provision of the House bill would not meet the second situation where the disabled child is over 18 

when the father dies or becomes entitled to retirement benefits. Your committee’s bill would provide benefits for a child who  

has been *3882 totally and permanently disabled before attaining age 18, if the child is totally and permanently disabled and 

dependent upon the parent at the time the parent dies or becomes entitled to retirement benefits. To be considered disabled 

the child would have to be unable to engage in any substantial gainful activity by reason of a severe mental or physical 

impairment that is expected to continue indefinitely. 

  

As in the case of a child under 18 years of age, monthly benefits would also be payable to the mother of a disabled child 

entitled to child’s benefits as long as he is in her care. 

  

Your committee does not believe that the difficulties that would be encountered in providing cash disability benefits for 

disabled workers, and that led the committee to delete from its bill the House-approved provisions for such benefits, would 

be encountered to the same extent in providing benefits for disabled children. The two provisions are very different in their  

implications and their results. In the first place, there are very few cases involved in the provision for disabled child’s 

benefits. Second, the task of determining the existence of a mental or physical impairment of the required degree of severity 

and permanence would not be difficult because most cases would be those of children congenitally disabled, or disabled in 

early childhood. In such cases school and other records showing the history of the case and evidencing the degree and 

duration of the disability will be available, and the lack of a work record will also be substantiating evidence of the child’s 

disability and dependence on the insured worker. Thus, even in cases where the child is, say, 40 years old at the time of 

application for benefits, the difficulty involved in determining that he was totally disabled before age 18 and has remained so 

will not be substantial. 

  

If another Federal disability benefit or workmen’s compensation benefit is payable to the disabled child, and if that benefit is 
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larger the child’s insurance benefit would not be paid. If the Child’s insurance benefit is larger than the other disability or 

workmen’s compensation benefit the child’s insurance benefit would be reduced by the amount of the other benefit. The bill 

also provides that the benefits would not be paid to any child who, without good cause, refuses vocational rehabilitation 

services offered to him. A child who accepts vocational rehabilitation services and takes a job while receiving such services 

would have 12 months to test his earning capacity without suffering loss of benefits. 

  

It is estimated that about 20,000 children would be added to the benefit rolls in the first year under the provisions of your 

committee’s bill. Annually, about 2,500 disabled children would be either currently attaining age 18 and continued on the 

benefit rolls or added to the rolls at age 18 or over when the insured person died or became entitled to old-age insurance 

benefits. 

  

III. EXTENSION OF OLD-AGE AND SURVIVORS INSURANCE COVERAGE 

A. GENERAL 

The bill would extend coverage to several groups that are excluded under present law. Coverage would be provided for most 

of the self-employed professional groups that are now excluded, for additional State *3883 and local government employees, 

and for additional Americans (including certain ministers) employed outside the United States. In addition, the bill makes 

old-age and survivors insurance coverage available to more farmers: It provides that certain income derived by a farm owner 

or tenant that is now treated as excluded rental income shall be covered earnings if the owner or tenant, by agreement with 

the individual operating the farm, materially participates in the farm production; the present optional method which certain 

farm operators reporting their income on a cash basis may use to compute their income for social security purposes is 

modified, and is made available to farm operators reporting their income on an accrual basis and to members of farm 

partnerships. The bill also revises the basic coverage requirement for farm workers and in some instances extends coverage to 

farm workers not covered under present law. 

  

B. SPECIFIC COVERAGE GROUPS ADDED 

Self-employed professional people 

The bill would extend coverage to about 200,000 people who during the course of a year are self-employed in the practice of 

certain professions. The groups to whom coverage would be extended by your committee’s bill are lawyers, dentists, 

chiropractors, veterinarians, naturopaths, and optometrists. The present exclusion of self-employed physicians (doctors of 

medicine) and osteopaths (doctors of osteopathy) would be continued. (The bill approved by the House would have covered 

osteopaths in addition to the self-employed professional groups newly covered by your committee’s bill.) Anyone in one of 

the newly included professions who has net earnings of $400 or more from self-employment would be covered for taxable 

years that end after 1955. Coverage would be on the same basis as that provided for the self-employed people who are 

covered under present law. 

  

Your committee has received numerous requests for coverage from members of the professions included in the bill. Results 

of polls conducted by organizations representing these professions and by members of the Congress have been predominantly 

in favor of coverage. Your committee is convinced that a majority of the members of these groups wish to be included in the 

system and believes that coverage should be extended to them. 

  

(2) Farm Self-employment 

Status of share farmers.-- Both the House and the Committee-approved bills clarify the status under old-age and survivors 

insurance of individuals who operate farms under the share-farming arrangements made with the owners or tenants of these 

farms. (Such farmers may be known locally by a variety of names such as ‘share-croppers,‘ ‘renters,‘ ‘croppers,‘ ‘tenants,‘ 

and ‘lessees, ‘ or by other designations.) In specifying that these individuals are self-employed and not employees for 

purposes of old-age and survivors insurance coverage, the bill gives statutory recognition to the interpretation being followed 
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in administering the present law. 

  

Your committee believes that this statutory recognition is necessary to dispel doubt as to the intent of the Congress since 

persons who operate *3884 farms under a share-farming arrangement with the owner or tenant have some characteristics of 

employees and some characteristics of self-employed persons. For example, in some instances the landowner may direct the 

share farmer to nearly the same extent, on an overall basis, as he does individuals who clearly are employees. On the other 

hand, share farmers participate directly in the risk of farming; their return from the undertaking is dependent upon the amount 

of the crop or livestock produced. The provisions of the bill would remove any doubt as to whether the services performed by 

the share farmer are rendered as an employee or as a self-employed person by statutorily defining such services to be 

self-employment. This definition is believed to be consistent with the actual relationships existing under share-farming 

arrangements in the majority of cases. 

  

Landowners participating in production.-- Under both the committee-approved bill and the House bill, the present exclusion 

from self-employment earnings of rentals from real estate would not apply to income derived by an owner or tenant of a farm 

from its operation by another individual if there is material participation by the owner or tenant in the farm production under 

an arrangement which provides for such participation. The bill thus would extend coverage under old-age and survivors 

insurance to certain farmers who, though not covered under the present law, have income from work and therefore are 

exposed to the type of income loss against which the program is designed to afford protection. 

  

Under this amendment it is contemplated that the owner or tenant of land used in connection with production of agricultural 

or horticultural commodities must participate to a material degree in the management decisions or physical work relating to 

such activities in order for the income derived therefrom to be classified as net earnings from self-employment. 

  

Computation of self-employment income from agriculture.-- Under present law, individual farmers who report their income 

on a cash basis have the following option in reporting their net earnings from agricultural self-employment for credit under 

old-age and survivors insurance: (a) If annual gross farm income is between $800 and $1,800, inclusive, either net earnings 

or 50 percent of gross income may be reported; (b) if gross income is more than $1,800 and net earnings are less than $900 

either net earnings or $900 may be reported. If gross income is more than $1,800 and net earnings are $900 or more, net 

earnings must be reported. The optional method of reporting farm income is designed to make it unnecessary for a small 

farmer with low gross income to keep records that he does not ordinarily keep. It also enables both large and small farmers to 

maintain their old-age and survivors insurance protection during years when they have gross income of $400 or more 

regardless of whether they have any net earnings. 

  

Your committee found that the option required revision so that more low-income farmers could secure protection under 

old-age and survivors insurance. Farmers whose annual gross farm income is less than $800 and whose net earnings are less 

than $400 a year cannot be covered under present law. The bill approved by your committee would permit those farmers with 

gross income of $400 or more to be covered. The bill would also enable farmers who have little, if any, net earnings to report 

*3885 their gross farm income up to $1,200 a year and thus to maintain their social-security protection at a higher level than 

that permitted by the option included in the present law. 

  

Under present law the option can be used only by individuals who report their income on a cash receipts and disbursements 

basis; members of a farm partnership and individual farmers who compute their income for tax purposes on an accrual basis 

must report their actual net earnings. This has created inequities because members of farm partnerships and accrual-basis 

farmers are, in the same way as other farmers, subject to hazards that are peculiar to farming-- hazards that make farm 

income subject to sharp fluctuations and result in years of low net income or net loss. Such farmers need the same 

opportunity as other farmers to maintain their protection under old-age and survivors insurance during bad years. 

  

The bill would permit farmers the following option in reporting their earnings from agricultural self-employment for old-age 

and survivors insurance purposes: (a) If annual gross income from agricultural self-employment is between $400 and $1,200 

inclusive, either net earnings or gross income may be reported; (b) if gross income from agricultural self-employment is over 

$1,200 and net earnings are less than $1,200 either net earnings or $1,200 may be reported. If net earnings are $1,200 or 

more, net earnings must be reported. The option would be available to members of farm partnerships and to individual 

farmers regardless of whether income is reported on an accrual or a cash basis. 
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The following table summarizes the effect of the provisions of the bill for optional reporting for self-employed farm operators 

as compared with those of present law: 

  

TABULAR OR GRAPHIC MATERIAL SET FORTH AT THIS POINT IS NOT DISPLAYABLE 

(3) Certain employees of State and local governments who are under retirement systems 

Under present law, employees of State and local government may be covered under the old-age and survivors insurance 

system through voluntary *3886 agreements between the States and the Department of Health, Education, and Welfare. 

Employees whose positions are under a State or local retirement system (except policemen and firemen) may be included in 

an agreement after a favorable referendum among the members of the system. 

  

The committee-approved bill includes special provisions related to certain employees who are under State or local retirement 

systems in several States. 

  

One of these provisions would, for several States, make a change in the requirement in present law under which all members 

of a retirement system (with minor exceptions) must be treated as a single group for purposes of coverage. The present 

requirement is that all members of a retirement system coverage group must be covered if any are covered. In operation, this 

requirement has imposed an undesirable limitation upon the ability of the States to afford employees the combined protection 

of the basic Federal system and a State or local system. In some States no reduction in the protection afforded by an existing 

State or local retirement system can be made unless the employee specifically consents. As a result, if old-age and survivors 

insurance is to be extended to the retirement system members, it must be added on top of their existing protection in order to 

satisfy those members who prefer to retain the full protection of their existing system. In some cases the employees or the 

employing governmental unit may be unwilling or unable to pay the combined contributions that would be required under 

such an arrangement. The bill would provide that the State, at its option, may cover under old-age and survivors insurance 

only those persons now members of a retirement system who wish to be covered, provided that all new employees are 

covered compulsorily under old-age and survivors insurance. The provision would apply to the States of Georgia, Indiana, 

New York, North Dakota, Pennsylvania, Tennessee, Washington, Wisconsin, and to the Territory of Hawaii. 

  

In some States the requirements that all members of a retirement system be covered as a group has prevented certain State 

employees from obtaining old-age and survivors insurance coverage because funds are not available to pay the employer’s 

old-age and survivors insurance contribution on behalf of other State employees in the retirement system. Where State 

employees are compensated in whole or in part from Federal funds under title III of the Social Security Act (grants to States 

for unemployment compensation administration) Federal funds are available to pay the employer’s contribution under 

old-age and survivors insurance. If the Federal old-age and survivors insurance law permitted, these employees could be 

covered immediately without waiting for action to provide the necessary funds for the employer’s contribution on behalf of 

other State employees. The committee bill includes a provision which in certain States would permit these employees, either 

as a separate group or in a group with other members of the department in which they are employed, to hold a separate 

referendum and, if the referendum is favorable, to be covered by old-age and survivors insurance as if there were no other 

employees in the State retirement system. The provision would apply to the States of Georgia, North Dakota, Pennsylvania, 

and Washington and to the Territory of Hawaii. 

  

*3887 Certain nonprofessional school district employees.-- Before old-age and survivors insurance became available to State 

and local government employees, several States included nonprofessional school employees, such as clerks and janitors, 

under their teachers’ retirement systems. These systems, having been designed for employees who make a career of 

educational work, generally are not well suited to employees who move back and forth between school employment and 

other types of employment. The bill would permit certain States to cover nonprofessional school employees who are under a 

teachers’ retirement system without a referendum and without covering the professional employees who are in the system, 

provided the action is taken prior to July 1, 1957. This provision would apply to the States of Nevada, New Mexico, 

Oklahoma, Pennsylvania, Texas, and Washington, and to the Territory of Hawaii. 

  

Policemen and firemen in the States of North Carolina, South Carolina, and South Dakota.-- The Social Security 

Amendments of 1954, which made old-age and survivors insurance coverage available to most employees under retirement 

systems, continued the exclusion of policemen and firemen at the request of policemen’s and firemen’s organizations. Your 

committee has been requested to remove the bar to coverage of policemen and firemen employed in the States of North 
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Carolina, South Carolina, and South Dakota. Accordingly, your committee has added to the House bill a provision making 

coverage available to policemen and firemen in these States, subject to the same conditions that apply to coverage of other 

employees who are under State and local retirement systems, except that where the policemen and firemen are in a retirement 

system with other classes of employees the policemen and firemen may, at the option of the State, hold a separate referendum 

and be covered as a separate group. 

  

(4) Agricultural labor 

Modifications in coverage test.-- Under the present law, an agricultural worker is covered by old-age and survivors insurance 

for his work for an employer in a calendar year if he is paid $100 or more in cash wages by that employer during the course 

of the calendar year. The bill would, generally speaking, increase to $200 the amount of cash wages that an agricultural 

worker must be paid by an employer in a calendar year in order for his services to be covered. However, farmworkers who 

perform agricultural services for an employer on 30 or more days during a calendar year for cash pay at a rate which is based 

on some unit of time such as an hour, a day, or a week, would be covered regardless of the amount of their cash wages. 

Piece-rate workers would be covered only if they are paid at least $200 in cash wages by one employer. 

  

The bill would, in effect, provide old-age and survivors insurance coverage only for farmworkers who work a considerable 

period for an employer, thus easing the social security recordkeeping and reporting responsibilities of many farm employers 

who employ short-term seasonal workers. While the bill would exclude from coverage some workers who would extend 

coverage to a group of farmworkers for whom old-age and survivors insurance coverage is especially desirable. The group 

not covered under present law who would not be covered is composed primarily of workers who, though not paid as much as 

$100 in cash wages by *3888 any one employer in a year customarily are in the labor force; many of them, especially those 

who receive a large part of their pay in the form of board, or board and room, work for 1 employer longer than the required 

30 days and are regarded as regular employees. On the other hand, many of the workers who would be excluded from 

coverage by the bill are persons not normally in the labor force, such as children and housewives. 

  

Crew leaders deemed employers of crew workers.-- The bill provides that if a ‘crew leader,‘ as defined in the bill, furnishes 

workers to perform agricultural labor for another person the workers would be the crew leader’s employees, and that the 

‘crew leader‘ would be self-employed. The term ‘crew leader‘ means a person who furnishes individuals to perform 

agricultural labor for another person, pays such individuals for their work, and is not designated, by written agreement with 

the person for whom the agricultural labor is performed, as an employee of such person. 

  

Many farmers throughout the United States, particularly growers of cotton, fruits, and vegetables, require a sizable labor 

force for a short period, especially during the harvest of their crops. Frequently they obtain the workers through persons 

known as ‘crew leaders‘ (or known by other designations such as ‘labor contractors‘ and ‘row bosses‘) who recruit crews of 

workers and transport them to the farms. The identity of the employer of such crews of agricultural workers (as between the 

crew leader and the farm operator) must be determined, under present law, by examining the employment relationship in the 

light of the common-law control test. It is often difficult for the crew leader and the farm operator to make this determination. 

Moreover, if it is determined that the farm operator is the employer, he may have difficulty in obtaining the necessary 

information about each individual worker in the crew for social-security purposes. Your committee believes that deeming the 

crew leader to be the employer of the individuals he recruits and pays would simplify the reporting of workers for 

social-security purposes, and would also be to the advantage of many of the farm workers who customarily work as members 

of a crew. Since they generally work for the same crew leader longer than for a single farm operator, they will have a better 

chance of having their farm work covered by old-age and survivors insurance. Also, a larger proportion of their farm wages 

will be covered if the crew leader is the employer. 

  

The number of additional farm workers who could be covered under old-age and survivors insurance by the two provisions 

just described (the 30-day test and the provision under which certain crew leaders would be the employers of agricultural 

workers) would tend to offset the number of farm workers who would be excluded from coverage by the provision that 

substitutes a $200-cash-wage test for the present $100-cash-wage test. At the same time, the bill would ease the social 

security recordkeeping and reporting job of many farm employers. 

  

Temporary foreign agricultural workers.-- Your committee has previously recognized the undesirability of covering foreign 

agricultural workers who serve only temporarily in the United States, and the present law excludes service performed by 
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foreign agricultural workers from Mexico hired under contracts made in accordance with title V of the Agricultural Act of 

1949, as amended, and service performed by foreign workers lawfully *3889 admitted from the British West Indies on a 

temporary basis to do agricultural labor. Your committee bill would broaden the present exclusion so that it would apply 

uniformly to service performed by foreign workers admitted on a temporary basis from any foreign country to perform 

agricultural labor. 

  

Turpentine workers.-- The House bill would extend coverage to an estimated 20,000 workers engaged in the production of 

turpentine and gum naval stores. This provision was deleted by your committee. Under the committee bill, services in the 

production of gum naval stores would continue to be excluded from coverage. 

  

(5) United States citizens employed outside the United States by foreign subsidiaries of American employers 

Under present law United States citizens working outside the United States for foreign subsidiaries of American corporations 

may be covered under old-age and survivors insurance by means of voluntary agreements between the parent corporation and 

the United States Government. Coverage is available only to American citizens who are employed either by a foreign 

subsidiary in which the American corporation holds more than 50 percent of the voting stock, or by another foreign 

corporation in which such subsidiary holds more than 50 percent of the voting stock. Under an amendment added to the bill 

by your committee, the present provision would be broadened to make coverage available to American citizens employed by 

a foreign company in which the American corporation holds 20 percent or more of the voting stock. 

  

Under the amendment, as under present law, if any of the American citizen employees of a foreign company are covered 

under an agreement all of them must be covered. This requirement is intended to prevent adverse selection. Your committee 

believes, however, that it may be unduly restrictive in its effect on the coverage of American citizens employed abroad. 

Accordingly, we have asked the Department of Health, Education, and Welfare and the Treasury Department to study the 

operation and effect of this requirement with a view toward recommending changes that would make coverage feasible for 

additional United States citizen employees of foreign subsidiaries of American employers. 

  

(6) Ministers 

The social-security amendments of 1954 made old-age and survivors insurance coverage available to ministers generally (and 

members of religious orders). This coverage was provided by permitting the minister to file a certificate indicating his desire 

to be covered as a self-employed person, regardless of whether he is self-employed or working as an employee. Special 

provisions were included to permit ministers who are United States citizens working abroad for American employers to pay 

self-employment contributions and receive credit for their wages and salaries under old-age and survivors insurance. Because 

of the definition of what constitutes an American employer American ministers serving as pastors of churches in foreign 

countries cannot, in some situations, secure coverage under these provisions even though their congregations are composed 

predominantly of American citizens. Your committee has added to the bill a provision that would make coverage available to 

these American ministers beginning with the first taxable year ending after 1954 for which coverage is elected. 

  

*3890 (7) Employees of the Tennessee Valley Authority and the Federal home loan banks 

The House bill would have extended coverage to certain employees of the Tennessee Valley Authority and employees of 

district Federal Home Loan banks. These provisions were deleted by your committee because the employees are already 

covered under retirement systems and we feel that social-security coverage should not be extended to them until there is 

further evidence that the resulting total benefit amounts would not be excessive. 

  

IV. LOWERING OF ELIGIBILITY AGE FOR WIDOWS INSURANCE BENEFITS 

Under present law th: qualifying age for receipt of monthly insurance benefits for all aged beneficiaries is 65. The bill would 

lower the qualifying age to 62 for widows of insured workers. As a result, about 200,000 additional widows would become 

eligible for benefits in September 1956. The reduction in the qualifying age for widows means the addition of about $20 

billion to the $90 billion now estimated to be the face value of the protection in the form of benefits paid at age 65 and over 
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to widows of insured workers. 

  

Many women widowed in their fifties or early sixties have never worked or have not had recent work experience and find it 

difficult to secure jobs. Many are left with no financial resources and face the alternatives of being dependent on their 

children (who are themselves attempting to make ends meet while raising their own families), or of seeking assistance from 

public or private welfare agencies. 

  

There is not such compelling reason for lowering the eligibility age for wives. An elderly couple has the husband’s benefit in 

the interval between the time when he retires and the time when his wife becomes eligible for a wife’s benefit. The couple is 

thus in a more advantageous position than a widow. 

  

Studies by the Social Security Administration show that in 98 percent of the cases a man’s decision on when to retire and 

apply for benefits is not based on whether his wife is also eligible. All in all, there is no convincing evidence that any real 

social need for an earlier eligibility age for wife’s benefits would justify the greater cost involved. 

  

So far as women workers are concerned, there are indications that lowering the eligibility age for them might prove positively 

harmful to their welfare. If the eligibility age were lowered for working women, some employers would terminate the 

employment of their women employees at an earlier age than they do now, and some employers would lower hiring age 

limits and thus make it more difficult for women in their late fifties to get new employment. If women were retired earlier 

than at present, there would be a shorter period in which they could build up retirement assets and a longer one over which 

such assets would have to be spread. And not only would earlier retirement lower the living standards of women workers; it 

would deprive them of the feeling of pride and usefulness than for many comes only from satisfactory work. Moreover, if 

women workers were retired earlier, the Nation would be deprived of their contribution to production and the ratio of 

nonproducers would be increased. *3891 Thus it is important both to the individual and to the national economy that job 

opportunities for older persons be increased rather than reduced. 

  

A reduction in the eligibility age for women workers would be contrary to current trends in lifespan, employment, 

population, and private pension plans. Women are living longer and working longer today than ever before. On the average, 

the woman who reaches 65 may now expect to live past 80. And the average length of life for women is 6 years greater than 

for men. In the past 15 years, the proportion of women aged 60 to 64 who are in the labor force has almost doubled. And 

while many private pension plans in the past provided a lower retirement age for women than for men, this trend has been 

reversed; most now provide the same for both men and women. Many public and private programs are being set up for the 

purpose of opening up new job opportunities for older workers. Lowering the qualifying age for women workers could make 

it more difficult for these programs to accomplish their purpose. 

  

The disadvantages of a reduction in the eligibility age for women workers have been recognized by various women’s 

organizations, which have strongly opposed the idea of differential treatment of men and women workers under old-age and 

survivors insurance. 

  

The cost of providing benefits at age 62 for all women, as in the House-passed bill, is estimated at about $400 million in the 

first year of operation and $1 billion a year by 1970. The level-premium cost of the program would be increased by 0.56 

percent of taxable earnings, as compared with 0.20 percent for widows alone. 

  

Moreover, reduction in the eligibility age for all women would raise sharply the issue of a reduction in the eligibility age for 

men also. A reduction in the age for men would be even more undesirable than a reduction in the age for women, and would 

be extremely costly. If the eligibility age were lowered for both men and women, the level-premium increase in cost would 

be 1.10 percent of taxable earnings. 

  

V. INVESTMENT OF THE TRUST FUND 

The Social Security Act provides that the managing trustee (the Secretary of the Treasury) shall invest such portion of the 

old-age and survivors insurance trust fund as is not in his judgment needed to meet current withdrawals. These investments 

must be made in interest-bearing obligations of the United States or in obligations guaranteed both as to interest and principal 

by the United States. Your committee believes that this method of investment of the trust fund is sound and should be 
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continued. 

  

Much of the holdings of the trust fund are special obligations issued exclusively to the fund. These special obligations are 

required by law to bear a rate of interest equal to the average rate borne by all interest-bearing obligations of the United 

States. This average interest rate, if it is not a multiple of one-eighth of 1 percent, is reduced to the next lower multiple of 

one-eighth of 1 percent. 

  

Your committee believes that the investments of the trust fund should reflect the essentially long-term nature of the 

investments. We also believe that public understanding of the financing provision will be enhanced, and criticism based on 

misunderstanding avoided, if it is made clear that bonds purchased by the trust fund are as much a part of the public debt as 

any *3892 other obligations of the Federal Government. We have therefore referred to the special obligations as ‘public-debt 

obligations for purchase by the trust fund.‘ The special obligations would have maturities fixed with due regard for the needs 

of the fund. The interest rate on these obligations would be equal to the average rate of interest borne by all marketable 

interest-bearing obligations of the United States not due or callable until after the expiration of 5 years from the date of 

original issue. The interest rate, if not already a multiple of one-eighth of 1 percent, would be rounded to the nearest multiple 

of one-eighth of 1 percent. 

  

These changes have been recommended by the Board of Trustees of the trust fund. The exclusion of interest rates on 

short-term obligations in fixing the rate for public-debt obligations for issue to the fund would increase the interest income of 

the fund, on the average, by about seven one-hundredths of 1 percent of taxable payroll, or about $160 million a year (less 

than this in the immediate future, since the trust fund is not smaller than it is estimated to be eventually). 

  

VI. ADVISORY COUNCIL ON SOCIAL SECURITY FINANCING 

Advisory Councils on Social Security Financing would be established periodically under the bill to review the status of the 

old-age and survivors insurance trust fund in relation to the long-term commitments of the program. Each Advisory Council 

would evaluate the financing provisions of the program before one of the scheduled increases in the tax rates in the light of 

the dynamic character and growing productive capacity of our economy. 

  

The bill provides that the Secretary of Health, Education, and Welfare would appoint the members of the Advisory Council. 

The Commissioner of Social Security would serve as Chairman of the Council which would include 12 other persons 

representing, to the extent possible, employers and employees in equal numbers, and self-employed persons, and the public. 

Actuarial and other pertinent data prepared by the Department of Health, Education, and Welfare would be received by the 

Advisory Council. In addition, the Council would be authorized to engage such technical assistance, including actuarial 

services, as might be necessary. The Council would report its findings and recommendations to the secretary of the Board of 

Trustees of the Federal old-age and survivors insurance trust fund. The Council then would go out of existence. The 

Council’s report will be included in the trustees’ annual report submitted to the Congress. 

  

The first Advisory Council would be appointed after February 1957 and before January 1958. A new Council constituted in 

the same manner with the same functions, duties, and responsibilities (including the reporting of its findings and 

recommendations), would be appointed by the Secretary not earlier than 3 years and not later than 2 years before each 

ensuing scheduled increase in the tax rates, following the increase scheduled for 1960. 

  

VII. MISCELLANEOUS PROVISIONS 

Your committee’s bill contains provisions that would enable certain employees of nonprofit organizations to secure credit 

under old-age and survivors insurance for wages on which taxes were paid in good faith *3893 (and not refunded) in the 

belief that the employment was covered, although a valid waiver of tax exemption had not been filed by the organization or, 

if filed, had not been signed by all the employees for whom wages were reported. The bill provides a 2-year extension of the 

time period within which a dependent widower, husband, or parent may file proof that he was supported by an insured 

person, where there was good cause for failure to file the necessary application or proof within the original time period. The 

bill also provides that a widow who lost her benefit rights on her deceased husband’s earnings record by remarriage and who 

is not eligible for benefits on her second husband’s record because he died before the new marriage had lasted a year, would 
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have her rights to widow’s benefits on her first husband’s record restored. The bill also amends the Railroad Retirement Act 

so as to preserve the existing relationship between the railroad retirement and old-age and survivors insurance systems. 

Certain other minor provisions were included in H.R. 7225 to make technical corrections in existing law. These 

miscellaneous provisions are described in the section-by-section analysis of this report. 

  

VIII. ACTUARIAL COST ESTIMATES FOR OLD-AGE AND SURVIVORS INSURANCE SYSTEM 

A. FINANCING POLICY 

The Congress has always carefully considered the actuarial and cost aspects in determining the benefit provisions of the 

old-age and survivors insurance system at the time of the various amendments to the program. In connection with the 1950 

amendments, the Congress was of the belief that the program should be completely self-supporting from contributions of 

covered individuals and employers. Accordingly, at that time the provision permitting appropriations to the system from 

general revenues of the Treasury was repealed. In the subsequent amendments of 1952 and 1954, this policy was continued. 

Your committee has always very strongly believed that the system should be actuarially sound. Your committee continues to 

believe that the tax schedule in the law should make the system self-supporting as nearly as can be foreseen, or in other 

words, actuarially sound. 

  

The concept of actuarial soundness as it applies to the old-age and survivors insurance system differs considerably from this 

concept as applicable to private insurance although there are certain points of similarity-- especially as this concept applies in 

connection with private pension plans. 

  

The most important difference is due to the fact that a social-insurance system can be assumed to be perpetual in nature with 

a continuous flow of new entrants (as a result of its compulsory nature). Accordingly, it may be said that the old-age and 

survivors insurance program is actuarially sound if it is in actuarial balance by reason of the fact that future income from 

contribution and interest earnings on the accumulated trust fund will over the long run support the disbursements for benefits 

and administrative expenses. Quite obviously, future experience may be expected to vary from the actuarial cost estimates 

made now, but the intent that the system be self-supporting can be expressed in law by utilizing a contribution *3894 

schedule that according to an intermediate-cost estimate results in the system being in balance, or quite close thereto. 

  

The system’s actuarial balance under the 1952 act was estimated at the time of enactment to be virtually the same as in the 

estimates made at the time the 1950 act was enacted; this was the case because of the rise in earnings levels in the 3 years 

preceding the enactment of the 1952 act being taken into consideration in those estimates. New cost estimates made after the 

enactment of the 1952 act indicated that the level-premium cost (i.e. the average long-range cost, based on discounting at 

interest, relative to payroll) of the benefit disbursements and administrative expenses were somewhat more than one-half 

percent of payroll higher than the level-premium equivalent of the schedule taxes (including allowance for interest on the 

existing trust fund). Under the 1954 act, the increase in the contribution schedule met all of the additional cost of the benefit 

changes proposed and reduced substantially the ‘actuarial insufficiency‘ which the estimates had indicated in regard to the 

financing of the 1952 act. 

  

Recent operating experience of the program has indicated that earnings level (based on 1955 data) have risen by about 13 

percent over those used in the previous actuarial estimates (based on 1951-52 levels). Taking this factor into account reduces 

the ‘actuarial insufficiency‘ under the present law to the point where for all practical purposes it may be said to be 

nonexistent. Accordingly, the system is now in approximate actuarial balance. We believe, however, that our policy should 

be one of utmost prudence in this area to assure the continuing actuarial soundness of the system. 

  

B. BASIC ASSUMPTIONS FOR COST ESTIMATES 

Estimates of the future cost of the old-age and survivors insurance program are affected by many factors that are difficult to 

determine. Accordingly, the assumptions used in the actuarial cost estimates may differ widely and yet be reasonable. Benefit 

payments may be expected to increase continuously for at least the next 50 to 70 years because of factors such as the aging of 

the population of the country and the inherent slow but steady growth of the benefit roll in any retirement program, public or 
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private, that has been in operation for only a relatively short period. 

  

The cost estimates for the bill are presented here first on a range basis so as to indicate the plausible variation in future costs 

depending upon the actual trend developing for the various cost factors. Both the low-cost and high-cost estimates are based 

on high economic assumptions, intended to represent close to full employment, with average annual earnings at about the 

level prevailing in 1955. Following the presentation of the cost estimates on a range basis, intermediate estimates developed 

directly from the low-cost and high-cost estimates (by averaging them) are shown so as to indicate the basis for the financing 

provisions. 

  

In general, the costs are shown as a percentage of covered payroll. This is the best measure of the financial cost of the 

program. Dollar figures taken alone are misleading because, for example, a higher earnings level will increase not only the 

outgo but also, and to a greater extent, *3895 the income of the system. The result is that the cost relative to payroll will 

decrease. 

  

The low-cost and high-cost assumptions relate to the costs as a percentage of payroll in the aggregate and not to the dollar 

costs. The two cost assumptions are based on possible variations in fertility rates, mortality rates, retirement rates, remarriage 

rates, and so forth. 

  

In general, the cost estimates have been prepared on the basis of the same assumptions (other than as to earnings) and 

techniques as those contained in the Social Security Administration’s Actuarial Study No. 39 (relating to present law) and 

those contained in the report of the Committee on Ways and Means of the House of Representatives on ths bill (H. Rept. No. 

1189, 84th Cong., 1st sess.). One change in assumptions has, however, been made as a result of the revised basis for 

determining the interest rate on special issues held by the trust fund according to the committee-approved bill, namely, by 

basing it on the rate on long-term obligations of the United States rather than on all such obligations and by revising the 

rounding basis so as to round to the nearest one-eighth of 1 percent instead of the lower one-eighth. On the average, this will 

have the effect of raising the interest-earnings rate of the trust fund by almost one-fourth of 1 percent. Thus, in contrast with 

the interest rate of 2.4 percent used in the previously mentioned cost estimates, a rate of 2.6 percent is used in these cost 

estimates. 

  

The cost estimates are extended beyond the year 2000 since the aged population itself cannot mature by then. The reason for 

this is that the number of births in the 1930’s was very low as compared with subsequent experience, and, as a result, there is 

a dip in the relative proportion of the aged from 1995 to about 2010, which, in itself, would tend to yield low benefit costs for 

that period. Accordingly, the year 2000 is by no means a typical ultimate year. 

  

An important measure of long-range cost is the level-premium contribution rate required to support the system into 

perpetuity, based on discounting at interest. It is assumed that benefit payments and taxable payrolls remain level after the 

year 2050 (actually the relationship between benefits and payroll is virtually constant after about 2020). If such a level rate 

were adopted, relatively large accumulations in the trust fund would result, and in consequence there would be sizable 

eventual income from interest. Even though such a method of financing is not followed, this concept may nevertheless be 

used as a convenient measure of long-range costs. This is a valuable cost concept, especially in comparing various possible 

alternative plans and provisions, since it takes into account the long-term rise in benefit disbursements. 

  

The estimates are based on level-earnings assumptions. This, however, does not mean that covered payrolls are assumed to 

be the same each year; rather, they rise steadily, paralleling the estimated increase in the population at the working ages. If in 

the future the earnings level should be considerably above that now prevailing, and if the benefits for those on the roll are at 

some time adjusted upward so that the annual costs relative to payroll will remain the same as now estimated for the present 

act, then the increased dollar outgo resulting will offset the increased dollar income. This is an important reason for 

considering costs relative to payroll rather than in dollars. 

  

*3896 The cost estimates have not taken into account the possibility of a rise in earnings levels, although such a rise has 

characterized the past history of this country. If such an assumption were used in the cost estimates, along with the unlikely 

assumption that the benefits nevertheless would not be changed, the cost relative to payroll would, of course, be lower. If 

benefits are adjusted to keep pace with rising earnings, the year-by-year costs as a percentage of payroll would be unaffected. 

In such case, however, the level-premium cost would be higher, since under such circumstances, the relative importance of 
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the interest receipts of the trust fund would gradually diminish with the passage of time. If earnings do consistently rise and 

benefits are adjusted accordingly, thorough consideration will need to be given to the financing basis of the system because 

then the interest receipts of the trust fund will not meet as large a proportion of the benefit costs as would be anticipated if the 

earnings level had not risen. 

  

Financial interchange provisions with the railroad retirement system are, under present law, in effect such that the old-age 

and survivors insurance trust fund is to be placed in the same financial position as if railroad employment had always been 

covered under the old-age and survivors insurance program. It is estimated that, over the long range, the net effect of these 

provisions will be a relatively small net gain to the old-age and survivors insurance system, since the reimbursements from 

the railroad retirement system will be somewhat larger than the net additional benefits paid on the basis of railroad earnings. 

The long-range costs developed here are for the operation of the trust fund on the basis, as provided in current law, that all 

railroad employment will be (and beginning with 1937, has been) covered employment. The balance in the fund thus 

corresponds exactly to the actual situation arising. But the contribution income and benefit disbursement figures shown are 

slightly higher (by about 5 percent) than the payments which will actually be made directly to the trust fund by contributors 

and the payments which will actually be made from the trust fund to the individual beneficiaries. This is the case because the 

figures here include both the additional contributions which would have been collected if railroad employment had always 

been covered and the additional benefits that would have been paid under such circumstances. The balance for these two 

elements is to be accounted for in actual practice by the operation of the financial interchange provisions. 

  

*3897 C. RESULTS OF COST ESTIMATES ON RANGE BASIS 

Table 1 presents costs as a percentage of payroll for each of the various types of benefits. The level-premium cost for the 

benefits provided in the committee-approved bill, on the basis of 2.6 percent interest, ranges from 6.8 to 8.6 percent of 

payroll. 

  

TABULAR OR GRAPHIC MATERIAL SET FORTH AT THIS POINT IS NOT DISPLAYABLE 

Table 2 shows the estimated operations of the trust fund under the committee-approved bill on the basis of a 2.6-percent 

interest rate. This rate is higher than the 2.4-percent rate used in the previous estimates, reflecting the change in the interest 

basis of the trust fund under the provisions of the committee-approved bill, although it is slightly above what would currently 

be earned under such provisions. Under the low-cost estimate, the trust fund builds up quite rapidly and even some 45 years 

hence is growing at a rate of about $6 billion per year and at that time is about *3898 $180 billion in magnitude; in fact, 

under this estimate, benefit disbursements do not exceed contribution income during the next 60 years. On the other hand, 

under the high-cost estimate the trust fund builds up slowly to a maximum of about $41 billion in 1980, but decreases 

thereafter until it is exhausted in the year 1999. Benefit disbursements exceed contribution income during 1958-59, 1962-64, 

1967-69, and in 1974 (in each case, just before a scheduled rise in the contribution rate), and again in and after 1980. In each 

of these periods before 1975, however, the interest receipts are more than sufficient to offset such excesses. 

  

TABULAR OR GRAPHIC MATERIAL SET FORTH AT THIS POINT IS NOT DISPLAYABLE 

These results are consistent and reasonable, since the system on an intermediate-cost estimate basis is intended to be 

approximately self-supporting, as will be indicated hereafter. Accordingly, a low-cost estimate should show that the system is 

more than self-supporting, whereas a high-cost estimate *3899 should show that a deficiency would arise late on. In actual 

practice, under the philosophy in the 1950, 1952, and 1954 acts, as set forth in the committee reports therefor and as 

continued in this bill by your committee, the tax schedule would be adjusted in future years so that neither of the 

developments of the trust fund shown in table 2 would ever eventuate. Thus, if experience followed the low-cost estimate, the 

contribution rates would probably be adjusted downward-- or perhaps would not be increase-- in future years according to 

schedule. On the other hand, if the experience followed the high-cost estimate, the contribution rates would have to be raised 

above those scheduled. At any rate, the high-cost estimate does indicate that under the tax schedule in present law, which is 

retained in the committee-approved bill there would be ample funds to meet benefit disbursements for several decades even 

under relatively high-cost experience. 

  

D. RESULTS OF INTERMEDIATE-COST ESTIMATE 

The Congress, in enacting the 1950, 1952, and 1954 acts, was of the belief that the old-age and survivors insurance program 
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should be on a completely self-supporting basis, or, in other words, actuarially sound. This belief is reiterated in this report. 

Therefore, a single estimate is necessary in the development of a tax schedule intended to make the system self-supporting. 

The intermediate-cost estimate is developed from the low-cost and high-cost estimates, by averaging them (using the dollar 

estimates and developing therefrom the corresponding estimates relative to payroll) and is used for this purpose. Any specific 

schedule will necessarily be somewhat different from what will actually be required to obtain exact balance between 

contributions and benefits. This procedure, however, does make the intention specific, even though in actual practice, future 

changes in the tax schedule might be necessary. Likewise, exact self-support cannot be obtained from a specific set of 

integral or rounded fractional tax rates increasing in orderly intervals, but rather this principle of self-support should be aimed 

at as closely as possible. 

  

The contribution schedule contained in the present law is left unchanged by the committee-approved bill since no change is 

needed to provide for the benefit liberalizations made. The following table compares this schedule with the higher rates 

provided under the House-approved bill: 

  

TABULAR OR GRAPHIC MATERIAL SET FORTH AT THIS POINT IS NOT DISPLAYABLE 

*3900 Table 3 gives an estimate of the level-premium cost of the committee-approved bill, tracing through the changes in 

cost from the present act according to the major changes proposed. For both the present act and the bill, the level-premium 

costs are based on benefit payments from 1956 on. 

  

TABULAR OR GRAPHIC MATERIAL SET FORTH AT THIS POINT IS NOT DISPLAYABLE 

It should be emphasized that in 1950 the Congress did not recommend that the system be financed by a high, level tax rate 

from 1951 on, but rather recommended an increasing schedule, which, of necessity, ultimately rises higher than the 

level-premium rate. Nonetheless, this graded tax schedule will produce a considerable excess of income over outgo for many 

years so that a sizable trust fund will develop, although not as large as would arise under a level-premium tax rate; this fund 

is invested in Government securities (just as are much of the reserves of life insurance companies and banks, and is also the 

case for the trust funds of the civil-service retirement, railroad retirement, national service life insurance, and United States 

Government life insurance systems), and the resulting interest income will help to bear part of the increased benefit costs of 

the future. 

  

As will be seen from table 3, based on 1955 earnings assumptions, the level-premium cost of the benefits of the present act-- 

based on 2.4 percent interest-- is 7.45 percent of payroll, while the corresponding figure for the committee-approved bill-- 

based on 2.6 percent interest-- is 7.50 percent. 

  

The level-premium contribution rates equivalent to the graded schedules in the present law and in the bill may be computed 

in the same manner as level-premium benefit costs. It should be noted, as indicated previously, that the schedule in the 

House-approved bill is higher by 1 percent (on the employer-employee combined rate) than present law and the 

committee-approved bill. These are shown in the table below for income and disbursements after 1955 (on the basis of the 

intermediate-cost estimate, at 2.4 percent interest for present law and the House-approved bill and at 2.6 percent interest for 

the committee-approved bill): 

  

TABULAR OR GRAPHIC MATERIAL SET FORTH AT THIS POINT IS NOT DISPLAYABLE 

*3901 Thus, the actuarial balance of the program as it would be revised under the committee-approved bill is only slightly 

different than was the present law when the House first began its consideration of this legislation. 

  

*3902 Table 4 shows the year-by-year cost of the benefit payments according to the intermediate-cost estimate for the 

House-approved bill, the committee-approved bill, and the present law. These figures are based on a future level-earnings 

assumption and do not consider business cycles which over a long period of years tend to average out. The benefit 

disbursements under the bill for 1957, the first full year of operation, are estimated at about $6.5 billion, with a range of from 

$6.3 to $6.7 billion (as contrasted with contribution income of about $7 billion). Most of the increased cost of the 

committee-approved bill would arise from the provision to lower the minimum eligibility age for widow’s benefits from 65 to 

62. Such change would add approximately 200,000 beneficiaries to the roll before the end of 1957 and would result in 

increased benefit disbursements of about $120 million in 1957. The new provision for paying child’s benefits in the case of 

those aged 18 or over who are totally and permanently disabled would add about 20,000 disabled children to the benefit rolls 

0efore the end of 1957 with additional disbursements in 1957 amounting to approximately $15 million (including additional 
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payments to widowed mothers). 

  

*3903 Table 5 presents the cost of the benefits under the committee-approved bill as a percent of payroll for each of the 

various types of benefits and is comparable with table 1 of the previous section. 

  

TABULAR OR GRAPHIC MATERIAL SET FORTH AT THIS POINT IS NOT DISPLAYABLE 

Table 6 gives the estimated operation of the trust fund under present law, according to the intermediate-cost estimate using 

the revised earnings assumptions (based on 1955 levels) and with a 2.4-percent interest rate. Contribution income exceeds 

benefit and administrative expense disbursements in virtually all of the next 30 years. Accordingly, it is estimated that the 

balance in the fund would increase steadily until reaching a maximum of about $140 billion about 60 years from now, with a 

decrease thereafter. 

  

TABULAR OR GRAPHIC MATERIAL SET FORTH AT THIS POINT IS NOT DISPLAYABLE 

*3904 Table 7 shows the estimated operation of the trust fund under the bill according to the intermediate estimate (using a 

2.6 percent interest rate) and is comparable with table 2 of the previous section. According to this estimate, contribution 

income exceeds benefit disbursements in almost every year during the next 3 decades (all years except 1959 and 1964 when 

such difference is small and is more than counterbalanced by interest receipts of the fund). As a result, the fund is estimated 

to grow steadily until reaching a maximum of about $100 billion about 55 to 60 years from now and then to decrease. This 

decline in the long-distant future indicates that, under the bill, the system is not quite self-supporting under a level-earnings 

assumption but is, for all practical purposes, sufficiently close so that it may be said to be actuarially sound. This general 

situation was also true for the 1950, 1952, and 1954 acts according to estimates made at the times they were being 

considered. 

  

TABULAR OR GRAPHIC MATERIAL SET FORTH AT THIS POINT IS NOT DISPLAYABLE 

Although the system under the benefit provisions of the bill is not quite in actuarial balance under the contribution schedule 

of present law, which is continued, it is very close to such balance. It would not seem advisable to have a higher ultimate 

employer-employee rate, such as 8 1/2 percent, which according to these estimates would over-finance the system. 

  

E. SUMMARY OF ACTUARIAL COST ESTIMATES 

The old-age and survivors insurance system as modified by the committee-approved bill has a benefit cost (on the basis of the 

continuation of 1955 earnings levels) that is about as closely in balance with contribution income as was the case for the 1950 

and 1952 acts at the time they were enacted, and somewhat more nearly in balance than was the 1954 act. In other words, the 

system as it would be amended by the committee-approved bill is about as nearly in actuarial balance, according to the 

estimates made, as the previous acts when they were considered by the Congress. Although in all these instances, the system 

is shown to be not quite self-supporting under the intermediate estimate, there is very close to an exact balance, especially 

considering that a range of error is necessarily *3905 present in long-range actuarial cost estimates and that rounded tax rates 

are used in actual practice. 

  

The committee-approved bill, in liberalizing the benefits of the program, would add somewhat to its cost, but most of the 

increase would be offset by the reductions in cost arising from the extension of coverage made and the revised interest basis 

for investments of the trust fund. The actuarial balance of the system under the committee-approved bill would be virtually 

the same as that of the present law was last year when this bill was initially considered and would be substantially improved 

over the situation when the 1954 amendments were enacted. The slight change in the actuarial balance of the system as 

between the committee-approved bill and the present law is so small that there is no necessity for a change in the long-range 

financing of the program, through the scheduled tax rates in present law. 

  

IX. PUBLIC ASSISTANCE 

The amendments in the committee bill to titles I, IV, VII, X, XI, and XIV of the Social Security Act would-- 

  

(1) Provide separate matching for medical-care expenditures on behalf of recipients of assistance; 
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(2) Make explicit that services to return recipients of aid to the blind and aid to the permanently and totally disabled to 

self-support or self-care are objectives of these programs and that services to strengthen family life are a major objective of 

the program of aid to dependent children; 

  

(3) Make two small additional groups of children eligible for aid; 

  

(4) Authorize grants for cooperative research; and for training of public-assistance personnel; 

  

(5) Extend the present matching formulas to June 30, 1959. 

  

MATCHING OF ASSISTANCE EXPENDITURES FOR MEDICAL CARE 

In titles I, IV, X, and XIV of the Social Security Act, Federal participation in assistance is limited by maximums on the 

amount of monthly payments to or on behalf of an individual. These maximums are $55 for aged, blind, and disabled 

recipients and lesser amounts for recipients of aid to dependent children. Since medical expenses for an individual may be 

high in one month (sometimes running to several hundred dollars) and small or nonexistent in other months, and since many 

of the individuals with the largest medical needs also have maintenance needs of $55 or more, there is frequently little or no 

Federal participation in payments made by States for medical care. This has limited the amounts of medical care that many 

States have been able to make available to recipients, and has almost certainly discouraged many of the States with less than 

average per capita income from assuming substantial responsibility for the costs of medical care for needy people. 

  

The bill would provide Federal matching of expenditures for payments to suppliers of medical care separate from money 

payments to assistance recipients and would use an average basis for determining Federal participation in payment to 

suppliers of medical care. Large expenditures of *3906 this kind made by a State on behalf of some recipients could be 

averaged with small expenditures or no expenditures for other recipients. The Federal Government would participate in 

one-half of the cost up to an average expenditure of $8 a month per adult receiving aid and $4 a month per child. This 

assurance of Federal participation on an averaging basis should stimulate States to secure necessary care for recipients, 

particularly in States with relatively limited resources. Under this legislation States would be free to purchase coverage from 

any medical insurance plan. Under the bill all payments to suppliers of medical care would be matched under the separate 

provision. States would still be able if they chose to do so to include in money payments to recipients amounts to meet 

medical needs within the maximums on money payments specified in titles I, IV, X, and XIV. 

  

SELF-SUPPORT AND SELF-CARE 

Individuals who receive assistance are materially affected by the extent to which appropriate welfare services are provided by 

assistance agencies. Services that assist families and individuals to attain the maximum economic and personal independence 

of which they are capable provide a more satisfactory way of living for the recipients affected. To the extent that they can 

remove or ameliorate the causes of dependency they will decrease the time that assistance is needed and the amounts needed. 

For these reasons the availability of such services to families and individuals is a part of effective administration of the 

public-assistance programs and therefore a proper administrative expenditure by States in which the Federal Government 

shares. Similarly, in the aid to dependent children program, services to strengthen family life are an investment in future 

citizens. 

  

While some such welfare services have been provided effectively in many States, these amendments should stimulate States 

to expand their services. The bill would amend the titles for the blind and the disabled to make clear that the provision of 

welfare services to assist recipients to self-support and self-care are program objectives, along with the provision of income 

to meet current needs. Similarly, the aid to dependent children title would be amended to emphasize that services to 

strengthen family life are included in the programs’ objectives. The amendments will also make explicit that the Federal 

Government shares in the States’ cost in providing these services. These amendments, coupled with those for training and 

research, should do much to provide a more constructive emphasis in these programs. 

  

No similar amendment has been included for title I for the needy aged. In view of the characteristics of the group of aged 

recipients as a whole, self-support or even self-care objectives are not as applicable to aged recipients as in the case of the 
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recipients under the other State-Federal programs. Nonetheless, services to aged individuals have been provided under title I 

of present law. It is not the intent of your committee to alter present practices under which the cost of services for aged 

individuals are shared in by the Federal Government as administrative expenses. 

  

EXTENSION OF AID TO DEPENDENT CHILDREN 

Two amendments have been made to the aid to dependent children title neither of which affects large numbers of children but 

both of which make *3907 some additional needy children eligible for aid. The first would permit Federal participation in 

assistance to needy children who are deprived of parental support or care for the reasons now listed in the law and who are 

living in the homes of first cousins, nieces, or nephews, thereby extending the degree of relationship slightly beyond the 

present law. This will permit additional children to have the advantages of life in a home maintained by close relatives. The 

second would eliminate the requirement that for a needy child between the ages of 16 and 18 to receive aid, he be in regular 

attendance at school. This would permit Federal sharing in assistance to such children unable to attend school because of 

illness or handicap, or because school facilities are not available. 

  

GRANTS FOR COOPERATIVE RESEARCH OR DEMONSTRATION PROJECTS 

Over 5 million persons receive payments of public assistance amounting to about $2.5 billion annually. Prevention and 

elimination of the needs of these persons pays large dividends both in human and in monetary values. Research and 

demonstration projects in such matters as causes of dependency and methods of eliminating them are one important aspect of 

a more constructive emphasis in social security programs. Research and demonstration projects in the coordination of 

planning between private and public-welfare agencies or the more effective administration of social security and related 

programs can help to prevent and reduce dependency. 

  

The bill would authorize $5 million for the fiscal year 1957 and such amounts thereafter as the Congress may find necessary 

for grants to States, public, and nonprofit institutions for paying part of the cost of such research and demonstration projects. 

These grants should stimulate research in universities and research facilities, thereby contributing substantially to knowledge 

of the nature and causes of these problems, and of most effective ways of dealing with them. 

  

GRANTS FOR TRAINING OF WELFARE PERSONNEL 

A small percentage of the staff of agencies administering public-assistance programs have had any formal training relating to 

the duties of the positions that they hold. Yet a worker, on the average, is responsible for authorizing the expenditure of about 

$100,000 per year of public funds. An increasing number of trained workers is needed for the administration of public 

assistance, particularly if greater emphasis is to be placed on helping applicants and recipients to self-support, self-care and 

for strengthening family life. 

  

The bill would provide $5 million for the fiscal year 1958 and such amounts thereafter as the Congress may determine to be 

needed for grants to States for the training of personnel through fellowships or traineeships, grants to public or other 

nonprofit institutions of higher learning and short-term courses of study or similar off-the-job training. An allotment would 

be made to each State on the basis of (1) population, (2) relative need for trained public welfare personnel, and (3) financial 

need. 

  

The Federal Government would pay 100 percent of the cost of such training within the limits of the appropriation until June 

30, 1967. After that *3908 date the Federal share would be 80 percent and the State’s share 20 percent. 

  

This provision would help States materially in securing larger numbers of well-trained personnel as is being done in other 

programs for which Federal funds have been made available for the training of professional staff, such as in mental health, 

vocational rehabilitation, and child welfare programs. 

  

EXTENSION OF THE PUBLIC ASSISTANCE MATCHING FORMULAS 
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The formulas for Federal matching of public-assistance payments are scheduled to revert to the pre-1952 levels on September 

30, 1956. Until old-age and survivors insurance benefits are more generally recieved under the extensions of coverage made 

by the 1954 amendments, the number of aged persons needing assistance payments will remain high, particularly in rural 

States. Decreases in payments to recipients of old-age assistance, aid to the blind, and to dependent children, and aid to the 

permanently and totally disabled would be likely in a substantial number of States if the Federal share of assistance payments 

is reduced. To avoid this the bill would extend the present formulas to June 30, 1959. This will permit time in which to study 

and determine what should be the appropriate share of public-assistance costs that should be borne by the Federal 

Government on a long-range basis. By that time the extensions of coverage under old-age and survivors insurance, 

particularly those affecting employment in agriculture, should be having more effect. Termination at the end of a fiscal year 

should facilitate both State and Federal fiscal planning. 

  

SECTION-BY-SECTION ANALYSIS 

The first section of the bill contains a short title, ‘Social Security Amendments of 1956.‘ The remainder of the bill is divided 

into four titles: Title I, which amends title II (old age and survivors insurance) of the Social Security Act to reduce the 

eligibility age for certain widows to 62, to provide disabled child’s insurance benefits for children over 18 who were disabled 

before they reached that age, to extend coverage and to make certain other miscellaneous amendments, including an 

amendment to preserve the relationship between old-age and survivors insurance and the railroad retirement programs; title 

II, which amends the provisions of the Internal Revenue Code of 1954 relating to old-age and survivors insurance coverage; 

title III, which amends the public assistance provisions of the Social Security Act to provide separate matching for medical 

care expenditures, to encourage services to aid in self-support or self-care for the blind and disabled and in strengthening 

family life for children; and title IV, containing certain miscellaneous provisions. 

  

*3909 TITLE I-AMENDMENTS TO TITLE II OF THE SOCIAL SECURITY ACT 

CHILD’S INSURANCE BENEFITS FOR CHILDREN WHO ARE DISABLED BEFORE ATTAINING AGE EIGHTEEN 

Child’s benefits for disabled children age 18 or over 

Section 101(a) of the bill amends section 202(d)(1) of the Social Security Act (relating to child’s insurance benefits) to 

provide the child’s insurance benefits would be paid to an unmarried child who is age 18 or over if at the time of filing 

application he is under a disability (as defined in section 223) which began before he attained age 18, and if he was dependent 

upon the individual on whose earnings record his claim is based at the time his application for benefits is filed or at the time 

of such individual’s death. The child’s benefits would continue until the child dies, marries, is adopted (unless by certain 

relatives after the worker’s death) or is no longer under a disability. 

  

In the bill as passed by the House, benefits to disabled children who had attained age 18 would be payable only to children 

already entitled to or eligible for child’s insurance benefits prior to attainment of age 18. Furthermore, the House bill wou ld 

have provided such benefits only to children who attained age 18 after 1953. 

  

Dependency of disabled child 

Section 101(b)(1) of the bill amends section 202(d) of the Social Security Act by restricting application of the dependency 

provisions described in paragraphs (3), (4), and (5) of that section to a child who has not attained age 18. 

  

Section 101(b)(2) amends section 202(d) of the Social Security Act by adding a provision that a child who has attained age 

18 and who is under a disability which began before he attained age 18 would be deemed dependent upon his natural or 

adopting father or mother, or his stepfather or stepmother, if the child was, or would have been, upon filing an application, 

entitled to a child’s insurance benefit on the earnings record of such parent for the month before he attained age 18, or if he 

was receiving at least half his support from the worker when the child applied for benefits or when the worker died. 
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Effect on parent’s benefits 

Section 101(c) of the bill amends section 202(h)(1) of the Social Security Act to provide that the existence of an unmarried 

child age 18 or over who is under a disability which began before e reached age 18 and who is deemed dependent on the 

insured individual under the new subsection (d)(6) would preclude the payment of parents’ benefits on the basis of the same 

worker’s earnings record. (As provided in section 101(i)(3) of the bill, this amendment would apply only to cases where the 

insured individual dies after August 1956.) 

  

Maximum family benefits 

Section 101(d) of the bill (the same as sec. 101(b) of the House bill) amends section 203(a) of the act, which sets forth the 

maximum limitations on benefits payable on the basis of the earnings record of an individual, to provide that such limitations 

shall be applied after any deductions *3910 that may be made for refusal to accept rehabilitation services under section 

222(b) of the act (added by sec. 103(b) of the House bill and sec. 101(h)(2) of the committee bill) and after any reductions 

made on account of disability payments under other programs specified in section 224 of the act (added by sec. 101(h) (1) of 

the committee bill), as well as after deductions made under existing law. 

  

Deductions from benefits 

Section 101(e) of the bill (the same, except for a drafting change, as sec. 101(c) of the House bill) amends section 203(b) of 

the Social Security of certain events. Under the amendment, if deductions are made from a child’s insurance benefit payable 

to a disabled child over 18 years of age for any month under the provisions of section 222(b) of the Social Security Act 

(added by sec. 101(h)(2) of the bill) because of refusal to accept rehabilitation services, deductions would also be made from 

the insurance benefit payable to his mother for that month, if such child is the only child beneficiary in her care. 

  

Since the child’s insurance benefits are payable for any month beginning with the month in which a child attains age 18 only 

if the child is unable by reason of disability to engage in any substantial gainful activity, the earnings test provisions in 

section 203(b) of the Social Security Act are (under the amendment made by subsec. (e)) specifically made inapplicable to 

such benefits. 

  

Occurrence of more than one deduction event 

Section 203(d) of the Social Security Act provides that if more than one event occurs in any month that would occasion 

deductions equal to a benefit for that month, only an amount equal to such benefit shall be deducted. Section 101(f) of the bill 

(101(d) of the House bill) amends this section to make it applicable also to deductions on account of refusal to accept 

rehabilitation services. 

  

Extent of deductions from family benefits 

Section 203(h) of the Social Security Act provides that deductions will be made from an individual’s benefits only to the 

extent that those deductions would reduce the total amount of benefits which would otherwise be paid on the basis of the 

same earnings record to him and other beneficiaries in the same household. Section 101(g) of the bill (101(e) of the House 

bill) amends this section to make it applica0le also to deductions under section 222(b) for refusal to accept rehabilitation 

services and to reductions under section 224 for payments under other programs (specified therein) on account of physical or 

mental impairment. 

  

Definition of disability for purposes of child’s insurance 0enefits 

Section 101(h)(1) of the bill adds to the Social Security Act new sections 223, 224, and 225. Section 223 defines disability 

for the purpose of a disabled child’s insurance benefit as inability to engage in any substantial gainful activity by reason of 

any medically determinable physical or mental impairment which can be expected to result in death or to be of 
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long-continued and indefinite duration. This definition is the same as the definition of disability for freeze purposes except 

that for the disabled child, blindness (as defined in sec. 216(i)(1)(B)) does not by itself constitute *3911 disability. It would 

be treated the same as any other physical or mental impairment. An individual would not be considered to be under a 

disability unless he furnishes such proof as may be required. 

  

This section is the same as section 223(c)(2) contained in section 103(a) of the House bill. 

  

Reduction of benefits based on disability 

The new section 224 of the Social Security Act (added by sec. 101(h)(1) of the bill) contains provisions relating to reduction 

of child’s insurance benefits for a disabled child age 18 or over, and also of wife’s or mother’s insurance benefits, where 

another Federal disability benefit or a State workmen’s compensation benefit is payable to the child. It is substantially the 

same as the section which the House bill would add, except, of course, for differences due to the omission of disability 

insurance benefits. Subsection (a) of the new section 224 provides for reduction of a disabled child’s insurance benefit for 

any month if it is determined by any other agency of the United States that another periodic benefit based wholly or in part on 

the child’s disability is payable for such month under any other law of the United States or under a system established by 

such agency, or it is determined that a periodic benefit based wholly or in part on the child’s disability is payable under a 

workmen’s compensation law or plan of a State. If such a periodic benefit is payable for any month in which an individual is 

entitled to a disabled child’s benefit, then for such month the child’s insurance benefit will be reduced by an amount equal to 

such periodic benefit payable for such month (but not below zero). 

  

If the periodic benefit or benefits exceed the child’s insurance benefit, the amount of monthly benefits payable to an 

individual under section 202(b) (wife’s insurance benefits) or 202(g) (mother’s insurance benefits) would be reduced by the 

amount of the excess (but also not below zero), but only if such individual would not be entitled to such monthly benefits if 

she did not have the disabled child in her care (in the case of a wife, individually or jointly with her husband). Thus, if the 

only child in the care of the wife or mother is entitled to child’s insurance benefits on the basis of disability, the excess of the 

other periodic benefit over the child’s insurance benefit will reduce such wife’s or mother’s insurance benefit. If the wife or 

mother has another child in her care who is entitled to child’s insurance benefits and to whom the provisions for reductions 

are not applicable, such excess would not reduce such wife’s or mother’s insurance benefits. 

  

Subsection (b) of section 224 provides that if the periodic benefit payable under another program is payable on other than a 

monthly basis (not including a benefit payable in a lump sum unless it is a commutation of, or a substitute for, periodic 

payments), the reduction shall be made at suc times and in such amounts as the Secretary of Health, Education, and Welfare 

finds will approximate, as nearly as practicable, the reduction provided for in subsection (a). 

  

Subsection (c) of section 224 provides that the Secretary may, as a condition to certification for payment of any monthly 

benefits under title II of the Social Security Act, require adequate assurance of reimbursement to the Federal old-age and 

survivors insurance trust fund if it appears *3912 likely that the beneficiary may be eligible for a periodic benefit that would 

give rise to a reduction under subsection (a). 

  

Subsection (d) of section 224 requires any agency of the United States to certify to the Secretary, at his request, the 

information necessary to carry out his functions under section 224(a). 

  

Subsection (e) of section 224 defines ‘agency of the United States‘ for purposes of this section to mean any department or 

other agency of the United States or any instrumentality which is wholly owned by the United States. 

  

Suspension of benefits based on disability 

The new section 225 of the Social Security Act added by section 101(h)(1) of the bill (the same as sec. 103(a) of the House 

bill, except for differences due to omission of disability insurance benefits) authorizes the Secretary to suspend payment of 

benefits to which a disabled individual (age 18 or over) is entitled under section 202(d) (child’s insurance benefits) when he 

believes that such individual’s disability may have ceased to exist. The suspensions so made would be in the nature of 

temporary withholdings of monthly benefits pending a determination of whether the disability has ceased or until the 
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Secretary believes the disability has not ceased. In the case of any individual whose disability is subject to determination 

under an agreement with a State under section 221(b), the Secretary must promptly notify the State of the Suspension and 

request a prompt determination of whether such individual’s disability has ceased. 

  

Rehabilitation services 

Subsection (h)(2) of section 101 of the bill (the same as section 103(b) of the House bill except for differences due to 

omission of disability insurance benefits) amends section 222 of the Social Security Act (containing a statement of policy 

regarding referral of disabled individuals for vocational rehabilitation services to the State agency or agencies administering 

or supervising the administration of the State plan approved under the Vocational Rehabilitation Act) to make it apply to 

disabled individuals entitled to child’s insurance benefits as well as to disabled individuals who file application for 

determination of disability (for purposes of the ‘disability freeze‘). 

  

Subsection (h)(2) of section 101 of the bill also adds a new subsection (b) to section 222 of the Social Security Act to provide 

that deductions are to be made from a child’s insurance benefit (in the case of a disabled child beneficiary age 18 or over) for 

any month in which the individual refuses, without good cause, to accept rehabilitation services available to him under a 

State plan approved under the Vocational Rehabilitation Act. 

  

Any individual who is a member or adherent of any recognized church or religious sect which teaches its members or 

adherents to rely solely upon prayer or spiritual means for the treatment of any physical or mental impairment, and who 

solely because of his adherence to such teachings refuses such available vocational rehabilitation services, would be deemed 

to have good cause for refusing such services. 

  

Subsection (h)(2) of the bill also adds a new subsection (c) to section 222 of the Social Security Act. The new section 

provides that during a period of 12 months beginning with the first month in which the individual works pursuant to a 

program of rehabilitation under a State plan *3913 approved under the Vocational Rehabilitation Act the individual shall not, 

for the purpose of determining the existence or continuation of his disability under sections 216(i) and 223, be regarded as 

being able to engage in substantial gainful activity solely by reason of such work. 

  

Technical amendments relating to benefits based on disability 

Section 103(h)(3) of the bill would make a number of technical changes in the bill which would also have been made by the 

House bill. 

  

Section 101(h)(3)(A) of the bill amends section 215(g) of the Social Security Act to provide that benefits which would not be 

a multiple of $0.10 after reductions under section 224 of the act, as well as under section 203 (as at present), shall, in all 

cases, be raised to the next higher multiple of $0.10. 

  

Subsection (h)(3)(B) of section 101 of the bill also revises section 216(i)(1) of the Social Security Act to provide that the 

definition of disability for purposes of preserving insurance rights during periods of disability is not applicable for purposes 

of child’s insurance benefits for a disabled child age 18 or over. 

  

Section 101(h)(3)(C) of the bill revises section 221(a) of the Social Security Act (providing for determinations of disability 

by State agencies for purposes of the ‘disability freeze‘) to make it applicable to determinations of disability for child’s 

benefits for disabled children age 18 or over. 

  

Section 101(h)(3)(D) of the bill amends section 221(c) of the Social Security Act (providing for review of State agency 

determinations of disability under section 216(i)(1) by the Secretary, for purposes of the ‘disability freeze‘) to make the 

section apply also to the determinations of disability as defined in section 223. 

  

Effective date 
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Section 101(i)(1) of the bill provides that the amendments made by section 101 of the bill (except with respect to parent’s 

benefits), will be effective with respect to monthly benefits payable for months after August 1956, but only, except as 

provided in paragraph (2), on the basis of applications for benefits filed after August 1956. An application filed by reason of 

paragraph (1) of the bill by an individual who was entitled to wife’s, mother’s, or child’s benefits prior to, but not for, August 

1956, and whose entitlement ended as a result of a child’s attainment of age 18, would be treated as the application required 

under section 202 of the Social Security Act for entitlement to wife’s, child’s, or mother’s benefits. 

  

Section 101(i)(2) makes an exception to the requirement of filing an application included in the provisions of section 

101(i)(1) to provide that where a child was entitled (without application of the provisions giving retroactive effect to 

applications filed after an individual first becomes eligible) to a child’s insurance benefit for August 1956 no new application 

is required from the child, or from the mother who has him in her care and was also entitled to wife’s or mother’s benefits for 

that month, in order for them to recieve benefits for months after August 1956. 

  

Section 101(i)(3) of the bill provides that the existence of a disabled dependent child age 18 or over shall preclude the 

payment of parent’s benefits only if the worker (on whose earnings record the claim is based) dies after August 1956. 

  

*3914 WIDOW’S INSURANCE BENEFITS AT AGE 62 

Section 102(a) of the bill amends section 202(c)(1) of the act (relating to widow’s insurance benefits) to strike out ‘retirement 

age‘ wherever it occurs and to insert in lieu thereof ‘age 62‘. 

  

Subsection (b) of the section provides an effective date for the amendment made by subsection (a). In general, the 

amendment would be effective with respect to benefits for months after August 1956 on the basis of applications filed after 

that month. The amendment would apply automatically, however, in cases (1) where a widow who had attained age 62 before 

September 1956 was entitled to a wife’s or a mother’s insurance benefit for August 1956 and (2) where a widow who attains 

age 62 after August 1956 was entitled to a wife’s or mother’s insurance benefit for the month prior to the month in which she 

attained age 62. 

  

EXTENSION OF COVERAGE 

Foreign agricultural workers 

Section 103(a) of the bill amends section 210(a)(1)(B) of the Social Security Act, which now excludes from coverage service 

performed by foreign agricultural workers (1) under contracts entered into in accordance with title V of the Agricultural Act  

of 1949, as amended, or (2) lawfully admitted to the United States from the Bahamas, Jamaica, and the other British West 

Indies on a temporary basis to perform agricultural labor. The amendment would make the exclusion applicable to service 

performed by foreign agricultural workers lawfully admitted from any foreign country or possession thereof on a temporary 

basis to perform agricultural labor. The amendment would be applicable in the case of service performed after 1956. 

  

Share-farming arrangements 

Section 103(b)(1) of the bill, which is the same as section 104(c)(1) of the House bill, amends section 210(a) of the Social 

Security Act by inserting a new paragraph (16). The paragraph provides that service performed by an individual under an 

arrangement with the owner or tenant of land pursuant to which such individual undertakes to produce agricultural or 

horticultural commodities on such land shall be excepted from employment, provided that, pursuant to the arrangement, the 

agricultural or horticultural commodities produced by such individual, or the proceeds therefrom, are to be divided between 

him and the owner or tenant and the amount of such individual’s share depends solely on the amount of the agricultural or 

horticultural commodities produced. This amendment would be effective with respect to service performed after 1954. 

  

Section 103(b)(2) of the bill, which is the same as section 104(c)(2) of the House-approved bill, amends section 211(a)(1) of 

the Social Security Act. Under this section of present law, rentals from real estate and from personal property leased with the 

real estate (including such rentals paid in crop shares) are excluded from ‘net earnings from self-employment‘. Under the 
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amendment, the present exclusion would not apply to income derived by an owner or tenant of land under and arrangement 

with another individual for the production by such other individual of agricultural or horticultural commodities on such land 

if such arrangement *3915 provides for material participation by the owner or tenant in the production of such agricultural or 

horticultural commodities and if there is participation by the owner or tenant in the production of any such commodity to a 

degree which is material with respect to that commodity. 

  

Under this amendment it is contemplated that the owner or tenant of land which is used in connection with the production of 

agricultural or horticultural commodities must participate to a material degree in the management decisions or physical work 

relating to such production in order for the income derived therefrom to be classified as ‘net earnings from self-employment.‘ 

The committee is of the opinion that in any case in which the owner or tenant establishes the fact that he periodically advises 

or consults with such other individual as to the production of the commodities and also establishes the fact that he 

periodically inspects the production activities on the land he will have presented strong evidence of the existence of the 

degree of participation contemplated by the amendment. If the owner or tenant also establishes the fact that he furnishes a 

substantial portion of the machinery, implements, and livestock used in the production of the commodities or that he 

furnishes, or advances, or assumes financial responsibility for, a substantial part of the expense (other than labor expense) 

involved in the production of the commodities, the committee feels that he will have established the existence of the degree 

of participation contemplated by the amendment. 

  

This amendment would apply in the case of taxable years ending after 1955. 

  

Section 103(b)(3) of the bill, which is the same as section 104(c)(3) of the House bill, amends section 211(c)(2) of the Social 

Security -act so as to include within the term ‘trade or business‘ service described in the new paragraph (16), which is added 

to section 210(a) of the act by section 103(b)(1) of the bill. 

  

This amendment gives statutory recognition to the conclusion being applied in administering present law that an individual 

who performs service under an arrangement of the type described in paragraph (16) of section 210(a) of the act is not 

generally an employee with respect to the performance of such service, but is a self-employed person. It would be effective 

for taxable years ending after 1954. 

  

Professional self-employed 

Under section 211(c)(5) of the Social Security Act, the performance of service by an individual (or a partnership) in the 

exercise of designated professions is excluded from the definition of the term ‘trade or business‘ for purposes of determining 

‘net earnings from self-employment‘ and ‘self-employment income.‘ The professional service thus excluded under present 

law is service performed by any person as a physician, lawyer, dentist, osteopath, veterinarian, chiropractor, naturopath, 

optometrist, or Christian Science practitioner. Section 103(c) of the bill would eliminate all of the exclusions, except service 

performed by a doctor of medicine, a doctor of osteopathy, or a Christian Science practitioner. The effect of the amendment 

is that any income derived by an individual from the practice of the profession of lawyer, dentist, veterinarian, chiropractor, 

naturopath, or optometrist would be counted as ‘net earnings from self-employment‘ for old-age and survivors insurance 

purposes. This is the same as *3916 was done by section 104(c) of the House bill, except for the continuation of the 

exclusion, by the committee bill, of osteopaths. The substitution of ‘doctor of medicine ‘ and ‘doctor of osteopathy,‘ for 

‘physician‘ and ‘osteopath,‘ respectively, is not intended to have any legal effect. 

  

The new coverage effected by this amendment would apply in the case of taxable years ending after 1955. 

  

Certain State and local employees 

Section 103(d) of the bill amends section 218(d)(6) of the Social Security Act, which provides for treating a retirement 

system as two or more systems (each of which can hold a separate referendum and be covered as a separate group) in certain 

circumstances, to provide that the States of Georgia, Indiana, New York, North Dakota, Pennsylvania, Tennessee, 

Washington, Wisconsin, and the Territory of Hawaii, may, at their option, divide their retirement systems into 2 divisions or 

parts, 1 division consisting of the positions of members of the system who desire old-age and survivors insurance coverage 

and the other consisting of the positions of members who do not desire such coverage, and may treat each of the divisions as 
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a separate retirement system. The positions of all persons who become members of the retirement system after old-age and 

survivors insurance coverage is extended to the division consisting of positions of employees who desire coverage must be 

included in that division. The positions of employees who are not personally eligible for membership in the system, even 

though the positions are under that system, must be included in the division consisting of positions of employees who do not 

desire old-age and survivors insurance coverage. These employees can be covered under present law without a referendum. 

  

Section 103(d) of the bill further amends section 218(d)(6) of the Social Security Act to allow certain State employees who 

are in positions covered by a retirement system and who are compensated in whole or in part from Federal funds under title 

III of the Social Security Act (grants to States for unemployment compensation administration) to be treated as having a 

separate retirement system for purposes of old-age and survivors insurance coverage. The other employees of the State 

department in which the employees paid from title III funds are employed could also be deemed to be in a separate retirement 

system, or all of the employees of that department could be considered as having a separate system. This amendment applies 

to the States of Georgia, North Dakota, Pennsylvania, Washington, and the Territory of Hawaii. 

  

Neither of these amendments was included in the House bill. 

  

Certain nonprofessional school district employees 

Section 103(e) of the bill provides that employees of school districts in the States of Nevada, New Mexico, Oklahoma, 

Pennsylvania, Texas, Washington, and the Territory of Hawaii who are not required to hold teachers’ or administrators’ 

certificates may be brought under old-age and survivors insurance coverage prior to July 1, 1957, without regard to the 

provisions of section 218(d) of the Social Security Act, which prescribes the conditions for covering employees in positions 

covered by State and local retirement systems (e.g., a favorable referendum among the members of the system). The new 

provision would not apply to employees already *3917 covered under old-age and survivors insurance. This amendment was 

not included in the House bill. 

  

Policemen and firemen in the States of North Carolina, South Carolina, and South Dakota 

Section 103(f) of the bill adds to section 218 of the Social Security Act a new subsection (p). The new subsection provides 

that the agreements with the States of North Carolina, South Carolina, and South Dakota may, notwithstanding the provisions 

of section 218 which preclude policemen and firemen in positions under a retirement system in effect on or after the date of 

enactment of the subsection, upon compliance with the requirements of subsection (d)(3) of section 218. This subsection 

prescribes the conditions, including a favorable referendum among the active members of the retirement system, for covering 

employees in positions under a State or local retirement system. Where a retirement system covers positions of policemen or 

firemen, or both and other positions, the State may, if it desires, treat the policemen or the firemen, or both, as the case may 

be, as having a separate retirement system. 

  

This amendment was not included in the House bill. 

  

Ministers 

Section 103(g) of the bill amends paragraph (7) of section 211(a) of the Social Security Act to provide that a United States 

citizen performing ministerial services who elects to be covered as a self-employed person may include wages and salary 

from ministerial work, in computing his net income from self-employment for social-security purposes, if he is a minister in a 

foreign country and he has a congregation which is composed predominantly of citizens of the United States. Under present 

law wages and salary for ministerial work may be counted for social-security purposes only by a United States citizen 

employed by an American employer. This provision of the bill has the effect of making old-age and survivors insurance 

coverage available to additional ministers serving in foreign countries. 

  

This amendment, which was not included in the House bill, would be effective in the case of the same taxable years to which 

the same amendment to the Internal Revenue Code of 1954 is applicable (made by sec. 201(e) of the bill). 
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Effective dates 

Section 103(h) provides effective dates for the amendments made by section 103 of the bill. These have been described above 

in connection with discussion of the amendments. 

  

Amendments with respect to agricultural labor 

Section 104(a) of the bill (for which there is no corresponding provision in the House bill) amends section 209(h) of the 

Social Security Act by replacing paragraph (2) with a new paragraph. The existing provision excludes from the definition of 

wages, for purposes of old-age and survivors insurance, cash remuneration of less than $100 paid by an employer in any 

calendar year to an employee for agricultural labor. The new paragraph *3918 (2) excludes from the definition of wages, for 

purposes of old-age and survivors insurance, cash remuneration paid by an employer in any calendar year to an employee for 

agricultural labor unless (1) such remuneration is $200 or more, or (2) the employee performs agricultural labor during the 

year for the employer on 30 or more days for cash remuneration computed on a time basis. (Remuneration paid in any 

medium other than cash for agricultural labor is excluded under par. (1) of the same subsection of the present law and par. (1) 

would remain unchanged under both the House bill and the committee bill.) 

  

Under the committee amendment, cash remuneration of $200 or more paid by an employer in a calendar year to an employee 

for agricultural labor would constitute wages, regardless of the rate, basis, or unit of payment. If cash remuneration is less 

than $200 in the year, it would constitute wages for old-age and survivors insurance purposes only if the worker to whom it is 

paid performs agricultural labor for the employer on 30 or more days during the year for cash remuneration computed on a 

rate of pay for a unit of time, for example, an hour, a day, or a week. Pay for work at piece rates would be excluded from 

wages unless the worker’s total cash renumeration (including both piece-rate pay and pay based on a unit of time) is $200 or 

more. 

  

Section 104(b) of the bill amends section 210 of the Social Security Act by adding a new subsection (m). The amendment, 

for which there is no corresponding provision in the House bill, provides that individuals furnished by a ‘crew leader,‘ as 

defined by the bill, to perform agricultural labor would be deemed to be employees of the ‘crew leader‘ for purposes of 

old-age and survivors insurance; ‘crew leader‘ is defined as an individual who furnishes workers to perform agricultural labor 

for another person (usually a farm operator) if such individual pays (either on his own behalf or on behalf of such person) the 

workers so furnished by him for their agricultural labor and if such individual has not entered into a written agreement with 

such person (the farm operator) whereby he (the crew leader) is designated as an employee of the farm operator. 

  

The new subsection (m) also provides that the crew leader would, with respect to the services performed by him in furnishing 

individuals to perform agricultural labor for another person and with respect also to service performed by him as a member of 

the crew, be deemed not to be an employee of such other person. 

  

Section 104(c) of the bill would make a technical amendment in section 213(a)(2)(B)(iv) of the Social Security Act which 

prescribes a special method of computing quarters of coverage based on wages from agricultural labor. The amendment 

would continue the present rule of crediting 1 quarter of coverage (generally the last quarter of the year) for such wages if 

they equal or exceed $100 but are less than $200. (The first figure is not mentioned in the existing provision because an 

individual can have no such wages under the existing sec. 209(h)(2) unless he receives at least $100 from 1 employer during 

the year.) 

  

Section 104(d) of the bill provides that the amendment made by subsection (a) shall be effective only with respect to 

remuneration paid after 1956; and that the amendment made by subsection (b) shall be effective only with respect to service 

performed after 1956. 

  

*3919 Computation of self-employment income by farm operators 

Section 105(a) of the bill, for which there is no corresponding provision in the House bill, amends section 211(a) of the 

Social Security Act by striking out the last two sentences and inserting a new provision for computation of farm 

self-employment income. Under existing law a self-employed farmer who computes his income on the cash receipts and 
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disbursements method may deem 50 percent of his ‘gross income‘ from farming to be his net earnings from self-employment 

attributable to farming, provided such gross income is not more that $1,800. If the gross income from farming is more than 

$1,800 and the net earnings from self-employment as computed under the provisions of section 210(a) are less than $900, 

such net earnings, at his option, may be deemed to be $900. For this purpose, ‘gross income‘ is the excess of gross receipts 

from farming over the cost or other basis of property which was purchased and sold in carrying on such trade or business, 

adjusted in accordance with the provisions of paragraphs (1) through (7) (to the extent applicable) of section 211(a) of the act. 

  

The bill changes the optional method of computing net earnings from farm self-employment, and extends the option to 

self-employed farmers who report income on the accrual method and to members of farm partnerships. Under the bill a 

farmer whose gross income from farming operations is not more than $1,200, may, at his option, deem such gross income to 

be his net earnings from self-employment; and if his gross income from farming is more than $1,200 and his net earnings 

from self-employment from farming operations (computed under the provisions of section 211(a) without regard to the 

optional method of computing net earnings from self-employment) are less than $1,200, he may, at his option, deem his net 

earnings from self-employment to be $1,200. 

  

In the case of a member of a farm partnership whose distributive share of the gross income of the partnership (after the gross 

income of the partnership has been reduced by the sum of all payments made by the partnership to members thereof which 

constitute guaranteed payments within the meaning of section 707(c) of the Internal Revenue Code of 1954) is not more than 

$1,200, the partner may, at his option, deem such distributive share of the gross income of the partnership to be his 

distributive share of income described in section 702(a)(9) of the Internal Revenue Code of 1954 derived from the 

partnership, and may use such figure in computing his net earnings from self-employment. If the partner’s distributive share 

of the gross income of a farm partnership, computed as provided in the preceding sentence, is more than $1,200 and his 

distributive share (whether or not distributed) of income described in section 702(a)(9) of such code derived from such farm 

partnership (computed under sec. 211(a) of the act without regard to the optional method provided in that section for 

computing net earnings from self-employment) is less than $1,200, the distributive share of income described in section 

702(a)(9) of such code derived from such farm partnership may, at his option, be deemed to be $1,200 for purposes of 

computing his net earnings from self-employment. 

  

Section 105(a) of the bill further amends section 211(a) of the act to provide, for purposes of computing net earnings from 

self-employment under the optional method, that in any case in which the income is computed under an accrual method, the 

term ‘gross income‘ means gross income from the trade or business carried on by the individual or by the partnership, 

adjusted in accordance with the provisions of paragraphs (1) through (7) of section 211(a) of the act. The amendment further 

provides that for purposes of determining whether an individual (including a member of a partnership) has gross income from 

farming operations of not more than $1,200 or has gross income from such operations of $1,200 or more, such individual 

shall aggregate his gross income derived from all farming activities carried on by him as a sole proprietor any payment which 

he receives from a farm partnership of which he is a member and which he receives from a farm partnership of which he is a 

member and which is guaranteed payment within the meaning of section 707(e) of the Internal Revenue Code of 1954, and 

his distributive share of the gross income of each farm partnership of which he is a member, (computed in accordance with 

the provisions of sec. 211(a) of the act as amended by sec. 105(a) of the bill). 

  

Under section 105(b) of the bill, the amendment made by section 105(a) applies with respect to taxable years ending after 

1956. 

  

The House bill contained no comparable amendment of existing law. 

  

Time for filing reports of earnings and for correcting secretary’s records 

Section 106 of the bill (the same as sec. 105 of the House bill) makes two technical amendments in the Social Security Act to 

conform certain provisions to the Internal Revenue Code of 1954, which changes the deadline date for filing income-tax 

returns from March 15 to April 15. 

  

Subsection (a) of this section of the bill amends section 203(g)(1) of the Social Security Act, which provides that 

beneficiaries who earn more than the amount of earnings permitted by the ‘retirement test‘ must report their earnings to the 

Secretary of Health, Education, and Welfare. The amendment would permit such reports to be filed up to the 15th day of the 
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4th month following the close of the individual’s taxable year, rather than the 15th day of the 3d month following the close of 

such year as under present law. This amendment would apply in the case of monthly benefits for months in taxable years (of 

the individual entitled to benefits) beginning after 1954. 

  

Subsection (b) of this section of the bill amends section 205(c)(1)(B) of the act, which relates to the definition of the term 

‘time limitation‘ for purposes of making changes in wage records, to provide that the term shall mean a period of 3 years, 3 

months, and 15 days, rather than 3 years, 2 months, and 15 days as under existing law. 

  

Alternative insured status 

Section 107 of the bill amends section 214(a)(3) of the Social Security Act, which provides an alternative method for 

acquiring fully insured status by persons who cannot meet the normal requirement of 1 quarter of coverage for every 2 

quarters elapsing after 1950 and up to the quarter of death or attainment of retirement age. The alternative requirement now in 

the law provides that an individual would be fully insured if all of the quarters elapsing after 1954 and prior to the quarter of 

death or attainment of retirement age are quarters of coverage, provided that there are at least six such quarters. Under the 

provisions of the bill, an individual who had at least 6 such quarters of coverage after 1954 would be fully *3921 insured 

under this alternative provision if all but 4 of the quarters elapsing after 1954 and prior to (1) July 1, 1956, or (2) if la ter, the 

quarter in which he attained retirement age or died, whichever first occurred, are quarters of coverage. This change would 

permit individuals first covered in 1956 to qualify for benefits on the same basis as the present law provides for persons first 

covered in 1955, since they could omit the four quarters of noncoverage in 1955 from the count of consecutive quarters of 

coverage required after 1954. 

  

The amendment also would liberalize the fully insured status requirement somewhat for all persons who were covered before 

1956 but could not meet the normal requirements nor the special requirements in present law, since such persons could have 

as many as four quarters after 1954 which were not quarters of coverage and still be fully insured. The amended provision 

would be effective with respect to individuals who dies or attained retirement age before October 1960. Thereafter, the 

normal requirements in section 214(a)(2) would be no more difficult to meet than the special requirements in this bill. There 

was no comparable provision in the House bill. 

  

Dropout of 5 years of low earnings 

Section 108 of the bill amends section 215(b)(4) of the act to provide that as many as 5 years of low or no earnings could be 

dropped in the computation of an insured individual’s average monthly wage, regardless of the number of quarters of 

coverage he has. Under present law, no more than 4 such years may be dropped from the computation if the individual does 

not have at least 20 quarters of coverage. Unless the 20-quarter-of-coverage requirement were removed, persons newly 

covered by this bill as of the beginning of 1956 and who retired or died prior to the fourth quarter of 1960 would not be able 

to drop all the years 1951-55 from the computation and thus would always have 1 year with no earnings counted against 

them. 

  

Very few of the persons now on the benefit rolls who had a dropout of only 4 years of low earnings because they did not have 

20 quarters of coverage (which would have permitted 5 years to be dropped) would benefit substantially from this 

amendment. Those individuals whose benefits were based on an average monthly wage computed over the period from 1951 

on and who are now on the benefit rolls, and those individuals who will come on the benefit rolls prior to 1957 with benefits 

computed over the period starting with 1951 could, in general, drop no more than 4 years in any event. Those whose benefits 

were computed over the period from 1937 on would benefit very little from a dropout of an additional year over so long a 

period. 

  

To avoid the possibility that large numbers of recomputations would have to be made under this provision under 

circumstances where little or no additional benefit would result, the amendment would be effective only with respect to 

benefits based on the earnings record of an individual (1) who becomes entitled to an old-age insurance benefit on the basis 

of an application filed on or after the date of enactment; or (2) who has substantial enough recent earnings after entitlement to 

old-age insurance benefits to be entitled (except for the requirement in sec. 215(f)(6) of the act that the recomputation must 

result in a higher primary insurance *3922 amount) to a ‘work recomputation‘ under section 215(f)(2)(A) of the act based on 
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an application filed on or after the date of enactment of the bill; or (3) who dies without becoming entitled to an old-age 

insurance benefit, and on the basis of whose wages and self-employment income no individual was entitled to monthly 

survivor’s benefits, and no lump-sum death payment was payable, under section 202 of the act, on the basis of an application 

filed prior to such date of enactment; or (4) who dies on or after the date of enactment but who had substantial enough recent 

earnings after entitlement to old-age insurance benefits to entitle his survivors (except for the requirement in sec. 215(f)(6) of 

the act that the recomputation must result in a higher primary insurance amount) to a ‘work recomputation‘ for survivors 

benefits under section 215(f)(4)(A); or (5) who died prior to such enactment date and whose survivors are (but for the 

provisions of sec. 215(f)(6) entitled to a ‘work recomputation‘ for survivors benefits under section 215(f)(4)(A), but only if 

no survivor was entitled to monthly benefits or a lump-sum death payment on his wage record on the basis of an application 

filed prior to such date of enactment and no survivor was entitled to such a benefit, even without the filing of an application 

therefor, for the month in which the bill is enacted or any prior month. 

  

No such amendment was made under the House bill. 

  

Special starting and closing dates for certain individuals 

Section 109 of the bill provides, primarily for persons newly covered beginning in 1956 who can qualify for benefits with a 

minimum number of quarters of coverage, special starting and closing dates for the computation of benefit amounts. These 

special dates would apply in the case of any individual who dies or becomes entitled to an old-age insurance benefit in 1957, 

provided such individual has not less than 6 quarters of coverage after 1955, and prior to the quarter following the quarter in 

which he died or became entitled to old-age insurance benefits, whichever first occurred. In such cases, the individual’s 

starting date would be December 31, 1955, and his closing date would be July 1, 1957. The primary insurance amount in 

these cases would be computed through the benefit formula in section 215(a)(1)(A) of the Social Security Act (55 percent of 

the first $110 of his average monthly wage, plus 20 percent of the next $240), and the special starting and closing dates 

would be used only if they would result in a higher primary insurance amount. 

  

With respect to the above provision, although under section 215(b)(3)(A) a closing date is the first day of a calendar year, 

July 1, 1957, will be considered a closing date for recomputing the individual’s benefit amount after the close of a taxable 

year which includes July 1, 1957, if the recomputation would result in a higher primary insurance amount. 

  

In any computation based on the July 1, 1957, closing date, the total of wages and self-employment income after December 

31, 1956, which may be used in such computation would be reduced to $2,100, if it is in excess of that amount. Without such 

a provision, an individual’s average monthly wage for each month of the 6-month period which would be used in the 

computation would exceed $350 although in general $350 is the maximum average monthly wage which can be used in the 

benefit computation. 

  

The provisions of this section were not included in the House bill. 

  

*3923 Time limitation on filing request for hearings 

Section 110 of the bill amends section 205(b) of the act to clarify the intent of present law that the Secretary may impose a 

limitation on the time within which an individual may request a hearing after a decision has been made by the Secretary. The 

language of the present section provides that the Secretary must grant such a hearing ‘whenever requested‘ by such individual 

or by specified dependents or survivors. In a recent decision involving another issue, the Court of Appeals for the Tenth 

Circuit indicated that this provision as written might require that no case in which an individual has once been given an 

adverse decision can ever be considered closed until suc time as the individual has requested and received a hearing, 

regardless of the lapse of time. Under this view, individuals could request hearings after the passage of many years during 

which the Department may have been paying benefits to an adverse claimant. Your committee believes that the Department 

should not have to keep cases open indefinitely, and that individuals who desire hearings should be required to request them 

within a reasonable period of time. Under the provisions of section 205(b) as amended by the bill, the Secretary of Health, 

Education and Welfare would be specifically authorized to limit the period by regulation, but the prescribed period for 

requesting hearings could not be less than 6 months after notice of a decision is mailed to the individual. Any individual who 

has not previously had a hearing would have a period of not less than 6 months after date of enactment of this provision to 
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request a hearing on a notice of decision mailed prior to that date. 

  

No such amendment was included in the House bill. 

  

Earnings test for beneficiaries in active military or naval service overseas 

Section 111(a) of the bill amends section 203(e)(4)(C) of the act which relates to the definition of wages for the purpose of 

the earnings test, to provide that services performed outside the United States in the active military or naval service of the 

United States would be deemed to be employment within the United States. This would place the remuneration for such 

service under the annual earnings test. 

  

Subsection (b) of the section amends section 203(k) of the act which relates to the definition of ‘noncovered remunerative 

activity outside the United States,‘ to eliminate services performed in the active military or naval service of the United States 

from such definition. This would remove such service from the applicability of the 7-day work test. 

  

The amendments made by this section would be applicable with respect to taxable years ending after 1955. No such 

amendments were included in the House bill. 

  

Under present law, a beneficiary who is a member of the Armed Forces (usually a child beneficiary under age 18) is subject 

to the $1,200-a-year earnings test while he is serving in the United States, but if he is outside the United States becomes 

subject to the test under which benefits are suspended if the beneficiary engages in noncovered remunerative activity on 7 or 

more days in a month. 

  

Effect of remarriage in case of certain widows 

Section 112 of the bill adds a new paragraph (3) to section 202(e) of the act to provide that in any case in which a widow 

remarries and such *3924 marriage terminates because of the husband’s death but she is not his ‘widow‘ as defined in section 

216(c) of the act (and, therefore, she is not eligible for benefits as his widow), such remarriage will be deemed not to have 

occurred. The widow could again be eligible for widow’s insurance benefits on the basis of her previous husband’s earnings.  

  

Benefits to remarried widows who become entitled to widow’s insurance benefits under this amendment would not be 

payable for any month prior to the latest of (1) the month in which the most recent husband died, (2) the 12th month before 

the month in which the widow filed application for widow’s benefits under the new provision, or (3) September 1956. 

  

This amendment was not included in the House bill. 

  

Extension of period for filing proof of support and applications for lump-sum death payment 

Section 113(a) of the bill adds a new subsection (o) to section 202 of the act (not included in the House bill) to provide that in 

cases where an individual failed to file the proof of support by the insured worker required for husband’s, widower’s, or 

parent’s benefits, or to file application for a lump-sum death payment based on deaths after 1946, within the period set forth 

in the law (generally 2 years after the entitlement or death of the insured individual), and there was good cause for the failure 

to file in time, the proof or application would be deemed to have been filed in time if it is filed within 2 years following such 

period or within 2 years following August 1956, whichever is later. The Secretary would have authority to determine by 

regulation what constitutes ‘good cause‘ for purposes of this provision. 

  

This amendment would apply in the case of lump-sum death payments under title II of the act, and monthly benefits under 

such title for months after August 1956, based on applications filed after August 1956. 

  

Computation of average monthly wage 

Section 114 of the bill (the same as sec. 106 of the House bill) contains provisions for computing the average monthly wage 
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over full-calendar years in cases involving periods of disability as is now done for cases not involving such periods. 

  

Subsection (a) of the section amends section 215(b)(1) of the Social Security Act to provide that, in the computation of the 

average monthly wage, all years any part of which were included in a period of disability shall be excluded from the 

computation. However, the months and earnings for the year in which the disability began will be included in the 

computation if a higher primary insurance amount would result. 

  

Subsection (b) of the section amends section 215(d)(5) of the Social Security Act, which relates to the computation of the 

average monthly wage where periods prior to 1951 are involved. The amended section would provide that all of the quarters 

in any year prior to 1951 any part of which was included in a period of disability would be excluded from the elapsed 

quarters unless, in the case of the year in which the period of disability began, the inclusion of such quarters and of the wages 

for such quarters would result in a higher primary insurance amount. 

  

Subsection (c) of the section amends section 215(e) of the Social Security Act to provide that any wages paid to an individual 

in any year any part of which was included in a period of disability, and any self- *3925 employment income credited to such 

a year, shall be excluded in computing the average monthly wage unless the months of such year are included as elapsed 

months in the computation under section 215(b)(1) which relates to the computation of the average monthly wage where 

periods after 1950 are involved. 

  

Subsection (d) provides an effective date for the amendments made by the section. These amendments would apply only to 

individuals (1) who become entitled (without regard to the provisions in sec. 202(j)(1) of the Social Security Act, relating to 

retroactive payment of benefits) to old-age insurance benefits after the enactment of the bill, or (2) who die without becoming 

entitled to such old-age insurance benefits and on the basis of whose earnings an application for benefits or a lump-sum death 

payment is filed after the date of enactment, or (3) who, after the date of enactment of the bill, file an application which is 

accepted as an application for a disability determination under the existing section 216(i) of the Social Security Act. 

  

Advisory Council on Social Security Financing 

Section 115(a) of the bill (the same as sec. 107(a) of the House bill) establishes an Advisory Council on Social Security 

Financing for the purpose of reviewing the status of the Federal old-age and survivors insurance trust fund in relation to the 

long-term commitments of the old-age and survivors insurance program. 

  

Subsection (b) of this section provides that the Council shall consist of the Commissioner of Social Security, as chairman, 

and 12 other persons appointed by the Secretary of Health, Education, and Welfare who shall, to the extent possible, 

represent employers and employees in equal numbers, and self-employed persons and the public. The Council would have to 

be appointed after February 1957 and before January 1958. 

  

Section 115(c) of the bill authorizes the Council to engage such technical assistance, including actuarial services, as it may 

require and, in addition, requires the Secretary of Health, Education, and Welfare to make available to the Council such 

assistance from the Department of Health, Education, and Welfare as the Council may require to carry out its functions. This 

section also provides for compensation for members of the Council while on business of the Council, at rates to be fixed by 

the Secretary, but not in excess of $50 a day, and for payment of necessary traveling expenses and per diem. 

  

Section 115(d) of the bill provides that the Council shall make a report of its findings and recommendations (including its 

recommendations for changes in tax rates under the old-age and survivors insurance program) to the Secretary of the Board 

of Trustees of the Federal old-age and survivors insurance trust fund. This report must be submitted not later than January 1, 

1959, and is to be included in the annual report of the Board of Trustees to be submitted to the Congress not later than March 

1, 1959. The Council would go out of existence after January 1, 1959. 

  

A new Council, similarly constituted and with the same functions, would be appointed not earlier than 3 years and not later 

than 2 years before the first year for which each ensuing scheduled increase (after 1960) in social security tax rates is 

effective. Each such Council would report its findings and recommendations in the manner described above not later than 

January *3926 1 of the year preceding the year in which the scheduled change in tax rates occurs, and the report and 

recommendations would be included in the annual report of the Board of Trustees to be submitted to the Congress not later 
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than the March 1 following such January 1. Each such Council would also go out of existence after such January 1. 

  

Investment of trust fund 

Section 116 of the bill amends section 201(c) of the Social Security Act to provide that obligations issued for purchase by the 

Federal old-age and survivors insurance trust fund would yield a rate of interest equal to the average rate of interest borne by 

all marketable interest-bearing obligations of the United States not due or callable until after the expiration of 5 years from 

date of original issue. Under present law, the rate of interest for trust fund investments is equal to the average rate borne by 

all interest-bearing obligations of the United States without regard to maturities or marketability. The average rate would be 

rounded to the nearest multiple of one-eighth of 1 percent if it is not already a multiple of one-eighth of 1 percent, rather than 

to the next lower multiple of one-eighth of 1 percent as in present law. 

  

The section also provides that obligations issued for purchase by the trust fund are to have maturities fixed with due regard 

for the needs of the trust fund, and replaces the present designation of such obligations as ‘special obligations exclusively to 

the trust fund‘ with the designation ‘public debt obligations for purchase by the trust fund.‘ 

  

Correction of records of self-employment income 

Section 117 of the bill amends section 205(c)(5) of the act (relating to the time limitation for correction of earnings records) 

to provide that under specified circumstances an individual’s earnings record could be corrected, even after the time 

limitation has run with respect to a given year, to include self-employment income for that year in any case where wages for 

that year were deleted from the records as having been erroneously reported. The amount of self-employment income to be 

included could not be in excess of the amount of wages deleted. The correction could be made only to the extent of the 

individual’s self-employment income (or his net earnings from self-employment) not already included in his earnings record 

as self-employment income which is included in a tax return or statement filed before the expiration of the time limitation 

following the taxable year in which the deletion of wages is made. 

  

Section 118 of the bill amends section 202 of the Social Security Act by adding a new subsection (p), which provides that no 

benefits may be paid to certain aliens who are outside the United States. 

  

Paragraph (1) of the new subsection (p) provides that the prohibition against payment shall apply to any individual who is not 

a citizen or national of the United States for any month after the third consecutive calendar month during all of which the 

Secretary finds, on the basis of information furnished to him by the Attorney General or which otherwise comes to his 

attention, that such individual is outside the United States and prior to the first month for all of which he has been in the 

United States. The prohibition would not apply to individuals who are citizens of a foreign country which the Secretary finds 

has in effect a social insurance or pension system which is of general application in such country and *3927 which pays 

periodic benefits, or their actuarial equivalent, on account of old age, retirement, or death, if United States citizens who are 

not citizens of such foreign country and who qualify for such benefits are permitted to receive such periodic benefits or their 

actuarial equivalent while they are outside of such foreign country for periods of 3 months or longer. 

  

Paragraph (2) of the new subsection (p) provides that a person who is, 

  

Paragraph (5) provides that the Attorney General shall certify to or on application would be, entitled to a monthly benefit 

under section 202 for June 1956, would not, because of this provision, be deprived of such benefit or of any other benefit 

based on the wages and self-employment income of the individual on whose wages and self-employment income such 

monthly benefit for June 1956 is based. 

  

Paragraph (3) provides that no lump-sum death payment may be made on the basis of the wages and self-employment income 

of an individual who died while outside the United States and whose benefits were not paid under paragraph (1) for the 

month preceding the month in which he died. 

  

Paragraph (4) provides that the deductions under subsections (b) and (c) of section 203 of the Social Security Act on account 

of work or failure to have a child in the beneficiary’s care would not be applied for any month with respect to the benefits of 
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any individual if his benefits for such month are not payable by reason of paragraph (1). 

  

Paragraph (5) provides t at the Attorney General shall certify to the Secretary such information regarding aliens who depart 

from the United States to any foreign country (other than a country which is territorially contiguous to the United States) as 

may be necessary to enable the Secretary to carry out the purposes of this subsection, and shall otherwise aid, assist, and 

cooperate with the Secretary in obtaining such other information as may be necessary for this purpose. 

  

What is a social insurance or pension system of general application for purposes of paragraph (1) of the new subsection (p) 

necessarily will depend upon a consideration of all aspects of the system, including, among others, such factors as its scope 

and the type of benefits payable. It may include consideration, as a single system, of several social insurance or pension plans 

in effect in a country, each of which, standing alone, might not be a system of general application. 

  

No provision suspending benefits of aliens was included in the bill passed by the House. 

  

Definition of Secretary 

Section 119 of the bill provides that the term ‘Secretary,‘ as used in the bill and in the provisions of the Social Security Act 

set forth in the bill, means the Secretary of Health, Education, and Welfare. 

  

This is the same as section 108 of the House bill. 

  

AMENDMENTS PRESERVING RELATIONSHIP BETWEEN RAILROAD RETIREMENT AND OLD-AGE AND 

SURVIVORS INSURANCE. 

Section 120 of the bill amends the Railroad Retirement Act. These amendments are designed to maintain the relationship 

between the old-age and survivors insurance system and the railroad retirement system that was established by the 

amendments made in 1951 to the Railroad Retirement Act by Public Law 234, 82d Congress. 

  

*3928 Section 120(a) amends section 1(q) of the Railroad Retirement Act so as to provide that references in the Railroad 

Retirement Act to the ‘Social Security Act‘ and to the ‘Social Security Act, as amended,‘ are references to the Social Security 

Act as amended in 1956 (That is, as amended by all acts amending the Social Security Act during and preceding 1956). 

  

Section 120(b) amends section 5(f)(2) of the Railroad Retirement Act, which guarantees the payment of total benefits under 

the railroad retirement and old-age and survivors insurance programs at least equal to the worker’s contributions to the 

railroad program, plus an allowance for interest. In defining the terms of this guaranty, section 5(f)(2) of the Railroad 

Retirement Act refers to survivor benefits payable under the Social Security Act ‘upon attaining age 65.‘ Section 120(b) 

inserts the phrase ‘(age sixty-two in the case of a widow)‘ after ‘age sixty-five‘ each place it appears in section 5(f)(2) of the 

Railroad Retirement Act. This takes account of the reduction in the retirement age requirement for widows from age 65 to 

age 62 under the Social Security Act. 

  

The latter amendment differs from that contained in the House bill because the House bill would have reduced the retirement 

age for all women beneficiaries, not just widows. is effective with respect to remuneration paid after 1956. 

  

Standby pay 

Section 201(b) of the House bill would amend section 3121(a)(9) of the Internal Revenue Code of 1954 to conform such 

section to the changes made *3929 by section 102(a) and (b)(4) of the House bill in the definition of the term ‘retirement age‘ 

for purposes of section 209(i) of the Social Security Act. Under existing law, any payment (other than vacation or sick pay) 

made to an employee after the month in which he or she attains age 65 is excluded from ‘wages,‘ as that term is defined in 

the Federal Insurance Contributions Act, if the employee did not work for the employer in the period for which such payment 

is made. Under the House bill, any such payment made after 1955 is excluded if made to a male employee after the month in 

which he attains age 62. Section 201(b) of the House bill has been deleted in view of the changes made by your committee in 
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section 102(a) of the House bill. 

  

Service in connection with gum resin products 

Under the existing section 3121(b)(1)(A) of the Internal Revenue Code of 1954, service performed in connection with the 

production or harvesting of crude gum (oleoresin) from a living tree or the processing of such crude gum into gum spirits of 

turpentine and gum resin, if such processing is carried on by the original producer of the crude gum, is excepted from 

employment. Section 201(c) of the House bill would remove the specific exception of this service from employment and 

would have the effect of covering such service under the Federal Insurance Contributions Act on the same basis as other 

agricultural labor. Your committee’s bill contains no corresponding amendment. 

  

Foreign agricultural workers 

Section 201(b) of the bill, for which there is no corresponding provision in the +house bill, amends section 3121(b)(1)(B) of 

the code. Under existing law, section 3121(b)(1)(B) excepts from the term ‘employment,‘ service performed by (1) certain 

foreign agricultural workers under contracts entered into in accordance with title V of the Agricultural Act of 1949, as 

amended, and (2) service performed by foreign agricultural workers lawfully admitted to the United States from the 

Bahamas, Jamaica, and the other British West Indies on a temporary basis to perform agricultural labor. Section 210(b) of 

your committee bill amends section 3121(b)(1)(B) so as to extend the exception contained in such section to service 

performed by foreign agricultural workers lawfully admitted to the United ,states from any foreign country or possession 

thereof on a temporary basis to perform agricultural labor. 

  

Under section 201(k)(1) of the bill, the amendment made by section 201(b) applies with respect to service performed after 

1956. 

  

Employees of Federal home loan banks and of the Tennessee Valley Authority 

Section 201(d)(1) of the House bill would amend section 3121(b)(6)(B)(ii) of the Internal Revenue Code of 1954 so as to 

remove the exception from employment now provided by section 3121(b)(6)(B) in respect of service performed in the 

employ of a Federal home loan bank. Thus, under the House bill, the general exception from employment provided by such 

section for service which is performed in the employ of a Federal instrumentality exempt from the employer tax on December 

31, 1950, and which is covered by the retirement system of such instrumentality would no longer apply to service performed 

in the employ of a Federal home loan bank. 

  

*3930 Section 201(d)(2) of the House bill would amend section 3121(b)(6) (C)(vi) of the Internal Revenue Code of 1954 so 

as to remove the exception from employment of service performed in the employ of the Tennessee Valley Authority by an 

individual who is subject to the retirement system of that instrumentality.At present, such service is excepted from 

employment under the general exception of service performed by an individual who is excluded from the Federal civil 

service retirement system because he is subject to another Federal retirement system. 

  

Your committee’s bill contains no amendments corresponding to those in section 201(d) of the House bill. 

  

Share-farming arrangements 

Section 201(c)(1) of the bill amends section 3121(b) of the Internal Revenue Code of 1954 by adding a new paragraph (16). 

The new paragraph provides that service performed by an individual under an arrangement with the owner or tenant of land, 

pursuant to which such individual undertakes to produce agricultural or horticultural commodities on such land, shall be 

excepted from employment, provided that, pursuant to the arrangement, the agricultural or horticultural commodities 

produced by such individual, or the proceeds therefrom, are to be divided between him and the owner or tenant and the 

amount of such individual’s share depends solely on the amount of the agricultural or horticultural commodities produced. 

Although the amendment is made effective (by sec. 201(k)(1) of the bill) with respect to service performed after 1954, it is 

declaratory of present law. 
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Section 201(c)(2) of the bill, which corresponds to section 201(e)(2) of the House bill, amends section 1402(a)(1) of the code 

under which rentals from real estate and from personal property leased with the real estate (including such rentals paid in 

crop shares) are excepted from ‘net earnings from self-employment.‘ Under the amendment, the present exception would not 

apply to any income derived by an owner or tenant of land under an arrangement with another individual for the production 

by such other individual of agricultural or horticultural commodities on such land if such arrangement provides for material 

participation by the owner or tenant in the production of such agricultural or horticultural commodities, and there is 

participation by the owner or tenant in the production of any such commodity to a degree which is material with respect to 

that commodity. 

  

Under this amendment it is contemplated that the owner or tenant of land which is used in connection with the production of 

agricultural or horticultural commodities must participate to a material degree in the management decisions or physical work 

relating to such activities in order for the income derived therefrom to be classified as ‘net earnings from self-employment.‘ 

Your committee is of the opinion that in any case in which the owner or tenant establishes the fact that he periodically 

advises or consults with such other individual as to the production of the commodities and also establishes the fact that he 

periodically inspects the production activities on the land he will have presented strong evidence of the existence of the 

degree of participation contemplated by the amendment. If the owner or tenant also establishes the fact that he furnishes a 

substantial portion of the commodities or that he furnishes, or advances, or assumes financial responsibility *3931 for, a 

substantial part of the expense (other than labor expense) involved in the production of the commodities, your committee 

feels that he will have established the existence of the degree of participation contemplated by the amendment. 

  

The amendment made by section 201(c)(2) applies (under sec. 201(k)(1) of the bill) with respect to taxable years ending after 

1955. However, under section 201(k)(3) of the bill, any self-employment tax which is due, solely by reason of the 

amendment made by section 201(c)(2), for any taxable year ending on or before the date of enactment of the bill shall be 

considered timely paid if payment is made in full within 6 calendar months after the month in which the bill is enacted. In no 

event shall interest on any such tax accrue during any period ending on the date of enactment of the bill. 

  

Section 201(c)(3) of the bill, which corresponds to section 201(e)(3) of the House bill, amends section 1402(c)(2) of the code 

so as to include in the term ‘trade or business‘ the service described in the new paragraph (16) (relating to certain share 

farmers) which is added to section 3121(b) of the code by section 201(c)(1) of the bill. Although the amendment made by 

section 201(c)(3) applies (under sec. 201(k)(1) of the bill) with respect to taxable years ending after 1954, it is declaratory of 

present law. 

  

Professional self-employed 

Under section 1402(c)(5) of the Internal Revenue Code of 1954, the performance of service by an individual (or a 

partnership) in the exercise of - designated professions is excluded from the definition of the term ‘trade or business‘ for 

purposes of determining ‘net earnings from self-employment‘ and ‘self-employment income.‘ The professional service thus 

excluded under present law is service performed by any person as a physician, lawyer, dentist, osteopath, veterinarian, 

chiropractor, naturopath, optometrist, or Christian Science practitioner. Section 201(f) of the House bill would delete these 

exclusions, except in the case of physicians and Christian Science practitioners. Section 201(d) of your committee’s bill 

corresponds to section 201(f) of the House bill except for 3 changes. These changes are (1) to retain the exclusion now 

provided for osteopaths, (2) to substitute ‘doctor of medicine‘ for ‘physician,‘ and (3) to substitute ‘doctor of osteopathy‘ for 

‘osteopath.‘ The changes in terminology referred to in (2) and (3) of the preceding sentence are not intended to effect any 

change in the law. 

  

The amendment has the effect of requiring that any income derived by an individual or a partnership from the practice of a 

profession as a lawyer, dentist, chiropractor, veterinarian, naturopath, or optometrist, must be taken into account in 

determining liability for the self-employment tax. 

  

Section 1402(e) of such code, which permits Christian Science practitioners to file a coverage certificate waiving their 

exemption from this tax under certain conditions, is not affected by this amendment. 

  

Section 201(k)(1) of the bill provides that the amendment made by section 201(d) shall apply with respect to taxable years 
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ending after 1955. However, under section 201(k)(3) of the bill, any self-employment tax which is due, solely by reason of 

the amendment made by section 201(d), for any taxable year ending on or before the date of enactment of the bill shall be 

considered timely paid if payment is made in full within 6 calendar months in which the bill is enacted. If no event shall 

interest *3932 on any such tax accrue during any period ending on the date of enactment of this bill. 

  

Ministers 

Section 201(e) of the bill, for which there is no corresponding provision in the House bill, amends section 1402(a)(8)(B) of 

the Internal Revenue Code of 1954. Section 1402(a)(8)(B) now provides, in part, that a United States citizen performing 

services as a duly ordained, commissioned, or licensed minister of a church shall compute his ‘net earnings from 

self-employment‘ as a minister without regard to the exclusions from gross income provided in sections 911 and 931 of the 

code, if the minister is employed by an ‘American employer‘, as that term is defined in section 3121(h) of the code. Section 

201(e) would extend the application of section 1402(a)(8)(B) so as to provide that any other United States citizen performing 

such services in a foreign country shall compute his ‘net earnings from self-employment‘ attributable to such services 

without regard to these exclusions from gross income if his congregation is composed predominantly of United States 

citizens. 

  

Section 201(k)(2) of the bill provides that the amendment made by section 201(e) shall apply only with respect to taxable 

years ending after 1956, except in those cases where an individual who, for a taxable year ending after 1954 and prior to 

1957, had income of the type to which the amendment is applicable makes an election to have the amendment apply with 

respect to the first such year in which he had such income. No such election is valid, however, unless the individual has filed 

a waiver certificate under section 1402(e) of the code before making the election, or files such a waiver certificate at the time 

of making the election. 

  

The election must be made on or before April 15, 1957, or the due date of the return (including any extension thereof) for the 

individual’s last taxable year ending prior to 1956, whichever date is later, in the case of any such individual who has filed a 

waiver certificate under section 1402(e) of the code before the date of enactment of the bill, or who files a waiver certificate 

on or before the due date of his return (including any extension thereof) for his last taxable year ending after 1956, and such 

individual may file a waiver certificate at the time he makes the election even though the period prescribed in section 

1402(e)(2) for filing such waiver certificate has expired in his case. 

  

The waiver certificate filed under section 1402(e) by any individual who makes an election under section 201(e) of the bill is 

effective for the taxable year prescribed in section 1402(e)(3) of the code or, notwithstanding section 1402(e)(3), for the first 

taxable year ending after 1954 in which the individual had income to which the election applies, whichever is earlier, and for 

all succeeding taxable years. 

  

Any election under section 201(e) must be made in the manner provided in regulations to be prescribed by the Secretary of 

the Treasury or his delegate. No interest or penalty will accrue, prior to the day after the day on which an election is made by 

an individual, in respect of his failure to file a return or pay tax due solely by reason of his election. 

  

*3933 Remuneration for agricultural labor 

Section 201(f)(1) of the bill, for which there is not corresponding provision in the House bill, amends section 3121(a)(8)(B) 

of the Internal Revenue Code of 1954. Section 3121(a)(8)(B) excludes from wages cash remuneration paid by an employer to 

an employee in any calendar year for agricultural labor unless such remuneration is $100 or more. The new subparagraph (B) 

would exclude from wages cash remuneration paid by an employer to an employee in any calendar year for agricultural labor 

unless (1) the cash remuneration paid in such year by the employer to the employee for such labor is $200 or more or, (2) the 

employee performs agricultural labor for the employer on 30 days or more during such year for cash remuneration computed 

on a time basis. The new subparagraph (B) of section 3121(a)(8) provides two separate tests for determining whether cash 

remuneration paid by an employer to an employee in a calendar year for agricultural labor is excepted from wages. If either 

of the tests is met, cash remuneration paid during the year for such labor is not excepted from wages under section 

3121(a)(8)(B). 
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Under section 201(k)(1) of the bill, the amendment made by section 201(f)(1) applies with respect to remuneration paid after 

1956. 

  

Crew leader 

Section 201(f)(2) of the bill, for which there is no corresponding provision in the House bill, amends section 3121 of the code 

by adding a new subsection (m). The new subsection (m) defines the term ‘crew leader‘ to mean an individual who furnishes 

individuals to perform agricultural labor for another person if such individual pays (either on his behalf or on behalf of such 

person) the individuals so furnished by him for the agricultural labor performed by them and if such individual has not 

entered into a written agreement with such person whereby such individual has been designated as an employee of such 

person. Under the new subsection (m), a crew leader is deemed to be the employer, for purposes of the employee and the 

employer taxes imposed by section 3101 and 3111, respectively, of the code of individuals furnished by him, as a crew 

leader, to perform agricultural labor for another person. Such new subsection (m) also provides that for purposes of chapter 

21 (Federal Insurance Contributions Act) and chapter 2 (Tax on Self-Employment Income) a crew leader shall, with respect 

to any service performed by him in furnishing individuals to perform agricultural labor for another person and any service 

performed by him as a member of the crew, be deemed not to be an employee of such other person. 

  

Under section 201(k)(1) of the bill, the amendment made by section 201(f)(2) applies with respect to service performed after 

1956. 

  

Amendment relating to collection of employee tax 

Section 201(f)(3) of the bill, for which there is no corresponding provision in the House bill, amends section 3102(a) of the 

code. Section 3102(a) of the code now provides, in part, that an employer who in any calendar year pays to an employee cash 

remuneration to which section 3121(a)(8)(B) of the code is applicable may deduct an amount equivalent to the employee tax 

imposed by section 3101 from any such payment of remuneration, even though at the time of payment the total amount of 

such remuneration paid to the employee by the employer in the calendar year is *3934 less than $100. The amendment made 

by section 201(f)(3) merely conforms section 3102(a) of the code to section 3121(a)(8)(B) of the code as amended by section 

201(f)(1) of the bill. 

  

Computation of self-employment income by farm operators 

Section 201(g) of the bill, for which there is no corresponding provision in the House bill, amends section 1402(a) of the 

Internal Revenue Code of 1954. Under existing law a self-employed farmer who computes his income on the cash receipts 

and disbursements method may deem 50 percent of his gross income from farming, provided such gross income is not more 

than $1,800. If the gross income from farming is more than $1,800 and the net earnings from self-employment as computed 

under the provisions of section 1402(a) are less than $900, such net earnings, at his option, may be deemed to be $900. For 

this purpose, gross income is the excess of gross receipts from farming over the cost or other basis of property which was 

purchased and sold in carrying on such trade or business, adjusted in accordance with the provisions of paragraphs (1) 

through (7) (to the extent applicable) of section 1402(a). 

  

Your committee’s bill changes the optional method of computing net earnings from farm self-employment, and extends the 

option to self-employed farmers who report income on the accrual method and to members of farm partnerships. Under your 

committee’s bill, a farmer whose gross income from farming operations is not more than $1,200, may, at his option, deem 

such gross income to be his net earnings from farm self-employment; and if his gross income from farming is more than 

$1,200 and his net earnings from self-employment from farming operations (computed under the provisions of section 1402 

without regard to the optional method of computing net earnings from self-employment) are less than $1,200, he may, at his 

option, deem his net earnings from self-employment to be $1,200. 

  

In the case of a member of a farm partnership whose distributive share of the gross income of the partnership (after the gross 

income of the partnership has been reduced by the sum of all payments made by the partnership to members thereof which 

constitute guaranteed payments within the meaning of section 707(c) of the code is not more than $1,200, the partner may, at 
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his option, deem such distributive share of the gross income of the partnership to be his distributive share of income 

described in section 702(a)(9) of the code derived from the partnership, and may use such figure in computing his net 

earnings from self-employment. If the partner’s distributive share of the gross income of a farm partnership, computed as 

provided in the preceding sentence, is more than $1,200 and his distributive share (whether or not distributed) of income 

described in section 702(a)(9) derived from such farm partnership (computed under sec. 1402(a) of the code without regard to 

the optional method provided in that section for computing net earnings from self-employment) is less than $1,200, the 

distributive share of income described in section 702(a)(9) derived from such farm partnership may, at his option, be deemed 

to be $1,200 for purposes of computing his net earnings from self-employment. 

  

Section 201(g) of your committee bill further amends section 1402(a) of the code to provide, for purposes of computing net 

earnings from farm self-employment under the optional method, that in any case in which the *3935 income is computed 

under an accrual method, the term ‘gross income‘ means gross income from the trade or business carried on by the individual 

or by the partnership, adjusted in accordance with the provisions of paragraphs (1) through (7) of section 1402(a). The 

amendment further provides that for purposes of determining whether an individual (including a member of a partnership) 

has gross income from farming operations of not more than $1,200 or has gross income from such operations of $1,200 or 

more, such individual shall aggregate his gross income derived from all farming activities carried on by him as a sole 

proprietor, any payment which he receives from a farm partnership of which he is a member and which is guaranteed 

payment within the meaning of section 707(c) of the code, and his distributive share of the gross income of each farm 

partnership of which he is a member (computed in accordance with the provisions of section 1402(a) of the code as amended 

by section 201(f) of the bill). 

  

Under section 201(a)(1), the amendment made by section 201(g) applied with respect to taxable years ending after 1956. 

  

Foreign subsidiaries 

Section 201(h) of the bill, for which there is no corresponding provision in the House bill, amends section 3121(1)(8)(A) of 

the code. Section 3121(1)(8) now defines the term ‘foreign subsidiary,‘ for purposes of the contract coverage made available 

under section 3121(1), as (1) a foreign corporation more than 50 per cent of the voting stock of which is owned by a United 

States corporation, and (2) a foreign corporation more than 50 percent of the voting stock of which is owned by the foreign 

corporation described in (1). Section 201(h) would reduce the ownership requirements provided in respect of the foreign 

corporation described in (1) from ‘more than 50 percent‘ to ‘not less than 20 percent.‘ This would have the effect of 

permitting coverage by contract, pursuant to section 3121(1), of certain services performed outside the United States by 

United States citizens employed by a foreign corporation 20 percent or more of the voting stock of which is owned by a 

United States corporation. 

  

The amendment made by section 201(h) becomes effective upon enactment of the bill. 

  

Filing of supplemental lists by nonprofit organizations 

Section 201(i) of the bill, which corresponds to section 201(g) of the House bill except for a change in date noted in the 

following paragraph, amends section 3121(k)(1) of the Internal Revenue Code of 1954, relating to waivers of tax exemption 

which may be filed by certain religious, charitable, etc., organizations. Pursuant to section 3121(k), such an organization may 

file a certificate waiving exemption from tax under chapter 21 of such code only if two-thirds or more of its employees 

concur in the filing of such certificate, and such certificate is accompanied by a list containing the signature, address, and 

social security account number (if any) of each employee who concurs. As originally enacted, section 3121(k) permitted 

additions to the list of employees concurring in the filing of a certificate only if a supplemental list was filed within the period 

ending on the last day of the first month following the first calendar quarter for which the certificate is in effect. However, 

section 3121(k) was amended by section 207(a) of the Social Security Amendments of 1954 so as to permit additions *3936 

to the list within a period of 24 months after the first calendar quarter for which the certificate is in effect. This amendment 

had the effect of permitting additions to lists accompanying certificates filed as early as the second calendar quarter of 1952, 

but made no provision for additions to any list of concurring employees in the case of a certificate filed prior to that quarter. 

  

Section 201(i) would permit amendment of the list accompanying any certificate, effective now or in the future, by the filing 
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of a supplemental list at any time before the expiration of 24 months following the first calendar quarter for which the 

certificate is effective or at any time before January 1, 1959 (rather than January 1, 1958, as provided in the House bill) 

whichever is the later. This amendment would take effect upon enactment of the bill. However, the date on which a 

supplemental list becomes effective with respect to service performed by an individual whose signature appears on such list 

would continue to be governed by existing law. 

  

Effective date for waiver certificate filed by nonprofit organizations 

Section 201(j) of the bill, which corresponds to section 201(h) of the House bill, amends section 3121(k)(1) of the Internal 

Revenue Code of such section after 1956. Under present law a certificate filed under section 3121(k) of such code becomes 

effective on the first day of the calendar quarter in which the certificate is filed. Under such section as amended by section 

201(j) of the bill, a certificate filed after 1956 may be made effective on the first day of the calendar quarter in which the 

certificate is filed or the first day of the succeeding calendar quarter, whichever is specified by the organization. 

  

Tax rates 

Section 202(a) of the House bill would amend section 1401 of the Internal Revenue Code of 1954 to provide for progressive 

increases in the rates of the tax upon self-employment income, as now provided for taxable years beginning after 1955. 

  

Section 202(b) and (c) of the House bill would amend sections 3101 and 3111, respectively, of the code to provide for 

progressive increases in the rates of the employee and employer taxes, as now provided for calendar years after 1955. 

  

These amendments have been deleted by your committee, thereby continuing in effect the tax rates now provided in sections 

1401, 3101, and 3111 of the code in respect of the self-employment tax, the employee tax, and the employer tax, respectively. 

  

AMENDMENT OF SECTION 403 OF SOCIAL SECURITY AMENDMENTS OF 1954 

Service for certain tax-exempt organizations 

Section 401 of the bill, for which there is no corresponding provision in the House bill, amends subsection (a) and subsection 

(b) of section 403 of the Social Security Amendments of 1954. 

  

Subsection (a) of section 403 of the Social Security Amendments of 1954 now provides that certain services performed 

before 1955 by an individual employed prior to September 1, 1954, by an organization exempt from income tax as an 

organization described in *3937section 101(6) of the Internal Revenue Code of 1939 may be deemed to be ‘employment,‘ as 

defined in section 1426(b) of the 1939 code, even though the organization had not filed a valid waiver certificate under 

section 1426(1) of the 1939 code before September 1, 1954, but only if certain conditions prescribed in such section 403 are 

met and the individual so requests in accordance with regulations of the Secretary of the Treasury or his delegate. 

  

Section 401 of the bill amends subsection (a) of section 403 of the Social Security Amendments of 1954 so as to extend 

application of such subsection (a) to services of the same type as those to which the subsection is now applicable performed 

before 1957 by an individual employed by such an organization prior to the date of enactment of the bill. 

  

Subsection (b) of section 403 of the Social Security Amendments of 1954 now provides that certain services performed for 

an organization exempt from income tax as an organization described in section 101(6) of the Internal Revenue Code of 1939 

by an individual who was employed by such organization prior to September 1, 1954, and who failed to concur in the waiver 

certificate filed by such organization under section 1426(1) of the 1939 code, may be deemed to be ‘employment,‘ as defined 

in section 1426(b) of the 1939 code, but only if certain conditions are met and the individual so requests on or before January 

1, 1957, in accordance with regulations of the Secretary of the Treasury or his delegate. If such request is made, the 

individual is deemed to have signed the original list of employees concurring in the waiver certificate filed by the 

organization. 

  

http://www.westlaw.com/Link/Document/FullText?findType=L&pubNum=1012823&cite=26USCAS3121&originatingDoc=IEEA4001063EB11D9B7CECED691859821&refType=LQ&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.Search)
http://www.westlaw.com/Link/Document/FullText?findType=L&pubNum=1012823&cite=26USCAS3121&originatingDoc=IEEA4001063EB11D9B7CECED691859821&refType=LQ&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.Search)
http://www.westlaw.com/Link/Document/FullText?findType=L&pubNum=1000546&cite=26USCAS3121&originatingDoc=IEEA4001063EB11D9B7CECED691859821&refType=LQ&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.Search)
http://www.westlaw.com/Link/Document/FullText?findType=L&pubNum=1000546&cite=26USCAS1401&originatingDoc=IEEA4001063EB11D9B7CECED691859821&refType=LQ&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.Search)
http://www.westlaw.com/Link/Document/FullText?findType=L&pubNum=1000546&cite=26USCAS1401&originatingDoc=IEEA4001063EB11D9B7CECED691859821&refType=LQ&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.Search)
http://www.westlaw.com/Link/Document/FullText?findType=L&pubNum=1000546&cite=26USCAS1401&originatingDoc=IEEA4001063EB11D9B7CECED691859821&refType=LQ&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.Search)
http://www.westlaw.com/Link/Document/FullText?findType=L&pubNum=1000546&cite=26USCAS3101&originatingDoc=IEEA4001063EB11D9B7CECED691859821&refType=LQ&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.Search)
http://www.westlaw.com/Link/Document/FullText?findType=L&pubNum=1000546&cite=26USCAS3111&originatingDoc=IEEA4001063EB11D9B7CECED691859821&refType=LQ&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.Search)
http://www.westlaw.com/Link/Document/FullText?findType=L&pubNum=1012823&cite=26USCAS101&originatingDoc=IEEA4001063EB11D9B7CECED691859821&refType=LQ&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.Search)
http://www.westlaw.com/Link/Document/FullText?findType=L&pubNum=1000546&cite=26USCAS101&originatingDoc=IEEA4001063EB11D9B7CECED691859821&refType=LQ&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.Search)


S. REP. 84-2133, S. REP. 84-2133 (1956)  

 

 

 © 2022 Thomson Reuters. No claim to original U.S. Government Works. 40 

 

Section 401 of the bill amends subsection (b) of section 403 of the Social Security Amendments of 1954 so as to extend 

application of such subsection (b) to services of the same type as those to which the subsection is now applicable performed 

by an individual employed by such an organization prior to the date of enactment of the bill, if the individual makes the 

request provided for in such subsection on or before January 1, 1959. 

  

TITLE III-AMENDMENTS TO PUBLIC ASSISTANCE PROVISIONS OF THE SOCIAL SECURITY ACT 

The first section of title III of the bill contains a declaration of purpose. The remainder of the title is divided into five parts: 

Part I which provides for separate Federal matching funds under titles I, IV, X, and XIV of the Social Security Act of State 

public assistance expenditures for medical care; part II which relates to provision of services for self-support or self-care in 

titles IV, X, and XIV of the Social Security Act; part III which contains two small amendments to title IV of the act; part IV 

which provides for Federal aid for research and training in public welfare; and part V which temporarily extends the formula 

now in effect for determining the relative Federal share of public assistance expenditures under titles I, IV, X, and XIV of the 

act. 

  

There were no provisions in the House bill comparable to those included in this title. 

  

PART I-MATCHING OF ASSISTANCE EXPENDITURES FOR MEDICAL CARE 

Sections 3(a), 403(a), 1003(a), and 1403(a) of the Social Security Act now provide for paying to each State with a plan 

approved under *3938 titles I, IV, X, and XIV a proportion, set forth in each title, of each State’s expenditures for assistance 

to needy individuals under the plan. This includes expenditures both in the form of cash payments to individuals and medical 

care on their behalf. Sections 301, 302, 303, and 304 of the bill continue the Federal payments to the States on the basis of the 

present formula with respect to cash payments to the individuals. It adds a provision that enables them to receive separate 

dollar for dollar matching of their expenditures for medical or other remedial care (including expenditures for insurance 

premiums) up to a maximum of $8 times the number of individuals receiving assistance in the form of cash payments or 

medical care. (In aid to dependent children the maximum on the medical care expenditures in which the United States would 

share would be $8 times the number of adult recipients and $4 times the number of child recipients.) The present individual 

maximums of $55 for the aged, blind, and disabled, and of $30 for the relatives caring for a dependent child, $30 for the first 

dependent child, and $21 for each additional child in the same home in aid to dependent children, would continue to apply, 

but only with respect to the money payments made to recipients. 

  

The amendments made by this part would become effective July 1, 1957. 

  

PART II-SERVICES IN PROGRAMS OF AID TO DEPENDENT CHILDREN, AID TO THE BLIND, AND AID TO THE 

PERMANENTLY AND TOTALLY DISABLED 

Section 311 of the bill would amend section 401 of the Social Security Act to make it clear that the purpose of title IV of the 

act includes not only financial assistance, but also services to maintain and strengthen family life and to help the relatives 

caring for dependent children attain that degree of self-support and personal independence consistent with maintaining 

parental care and protection. Section 311 would also amend section 402(a) of the act so as to require the approved State plan 

for aid to dependent children to include a description of the services, if any, that a State offers to applicants for and recipients 

of aid in order to achieve the purposes of this part of the bill, including a statement of the steps taken to assure maximum 

utilization of existing agencies in providing the services. 

  

This section of the bill would also amend section 403(a) of the Social Security Act to delete some obsolete language and 

make it clear that Federal payments to the State with respect to the costs of administration of the State plan may include 

payments with respect to the services described above. 

  

Section 312 of the bill would amend section 1001 of the Social Security Act to make it clear that the purpose of title X of the 

act includes not only financial assistance, but also services to help needy blind individuals to attain self-support or self-care. 

Section 312 would also amend section 1002(a) of the act so as to require the approved State plan for aid to the blind to 
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include a description of the services, if any, that a State offers to applicants for and recipients of aid in order to achieve the 

purposes of this part of the bill, including a statement of the steps taken *3939 to assure maximum utilization of existing 

agencies in providing the services. 

  

This section of the bill would also amend section 1003(a) of the Social Security Act to delete some obsolete language and 

make it clear that Federal payments to the State with respect to the costs of administration of the State plan may include 

payments with respect to the services described above. 

  

Section 303 of the bill would amend section; 1401 of the Social Security Act to make it clear that the purpose of title XIV of 

the act includes not only financial assistance, but also services to help needy individuals over 18 who are permanently and 

totally disabled to attain self-support or self-care. Section 313 would also amend sections 1402(a) of the act so as to require 

the approved State plan for aid to the permanently and totally disabled to include a description of the services, if any, that a 

State offers to applicants for and recipients of aid in order to achieve the purposes of this part of the bill, including a 

statement of the steps taken to assure maximum utilization of existing agencies in providing the services. 

  

This section of the bill would also amend section 1403(a) of the Social Security Act to delete some obsolete language and 

make it clear that Federal payments to the State with respect to the costs of administration of the State plan may include 

payments with respect to the services described above. 

  

The amendments made by this part of title III of the bill would be effective on enactment, except that the provisions inserting 

the new plan requirement (on the description of the services provided and the steps taken to utilize other agencies in the 

provision of such services)-- sections 311(b), 312(b), and 313(b) of the bill-- would not become effective until July 1, 1957. 

  

PART III-EXTENSION OF AID TO DEPENDENT CHILDREN 

Section 321 amends section 406(a) of the Social Security Act by adding ‘first cousin, nephew or niece‘ to the list of relatives 

with whom a dependent child may be living and be eligible, with Federal matching, for aid to dependent children. 

  

Section 322 deletes from section 406(a) of the act the requirement of school attendance for otherwise eligible children 

between 16 and 18 years of age. 

  

PART IV-RESEARCH AND TRAINING 

Section 331 adds to title XI of the Social Security Act authorization (in a new sec. 1110) for Federal participation in the cost 

of research or demonstration projects (relating to such matters as prevention or reduction of dependency or coordination of 

planning between private and public welfare agencies, or to help improve the administration and effectiveness of programs 

carried on or assisted under the Social Security Act and related programs) through grants, contracts, or jointly financed 

cooperative arrangements with States, Public or nonprofit organizations. This section authorizes an appropriation of $5 

million for the fiscal year 1957, and such sums thereafter as the Congress may determine. 

  

*3940 The new section 1110 also provides that no contract or arrangement may be entered into, and no grant may be made, 

under the section without obtaining the advice and recommendations of competent specialists as to the soundness of design of 

the projects, the possibilities for securing productive results, adequacy of resources for conducting the projects, etc. Grants, 

and payments under the contracts or arrangements, could be made in advance or by way of reimbursement, and in such 

installments and on such conditions as the Secretary finds necessary to carry out the purposes of the section. 

  

Section 332 adds to title VII of the Social Security Act authorization (in a new section 705) for allotting to the States sums 

which they may use for making grants to public or other nonprofit institutions of higher learning, conducting special, short 

courses of study or seminars, and establishing and maintaining fellowships or traineeships for training public welfare 

personnel for work in public assistance programs. The allotment to each State from appropriations under this section would 

be determined on the basis of (1) population, (2) relative need for trained public welfare personnel, particularly personnel to 

provide Self-support and self-care services, and (3) financial need, of the respective States. This allotment would be available 

for paying the Federal share of the expenditures described above. The Federal share would be 100 percent for the period 
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beginning July 1, 1957, and ending June 30, 1967, and 80 percent thereafter. An appropriation of $5 million is authorized for 

the fiscal year 1958, and thereafter such amounts as the Congress may determine. 

  

Payments to the States under this new section 705 would be made in advance on the basis of estimates, with necessary 

adjustments to correct any errors being made in future payments. An allotment which a State certified it would not use could 

be reallotted by the Secretary to other States that have need for and will be able to use sums in excess of their initial 

allotment. The reallotments would be made on the same basis as the original allotments (i.e., population, need for trained 

personnel, and financial need, of the respective States). 

  

Section 333 amends section 1101(a) of the act so that the term ‘State‘ will include Alaska, Hawaii, the District of Columbia, 

Puerto Rico, and the Virgin Islands for purposes of title VII, just as it now does for purposes of titles I, IV, V, X, and XIV of 

the Social Security Act. 

  

PART V-TEMPORARY EXTENSION OF 1952 MATCHING FORMULA 

In 1952, t e Social Security Act was amended to increase the proportion of public assistance expenditures made by the States 

to be borne from Federal funds. Such amendments were originally made effective for the period ending September 30, 1954; 

they were subsequently extended (by the 1954 amendments to the Social Security Act) to September 30, 1956. Section 341 

would further extend this period to June 30, 1959. 

  

*3941 MINORITY VIEW ON H.R. 7225 

The Senate .committee on Finance had almost a full year during which the House-passed bill was before it. While the bill has 

been improved in several respects, the actions of the Senate Committee on Finance resulted in striking out some of the most 

beneficial provisions of the bill passed by the House. Specifically, we feel that the committee should never have eliminated 

those provisions which provided disability benefits for workers who become disabled after age 50 and those provisions which 

lowered the retirement age for working women, wives of retired workers and dependent mothers. 

  

We further believe that the bill should have been amended to provide additional Federal assistance to State welfare plans for 

the assistance of the needy aged, blind, and totally and permanently disabled. 

  

DISABILITY BENEFITS 

The old-age and survivors insurance system now pays benefits to retired people who are 65 or over. To a considerable extent 

these benefits rest on a general presumption of the likelihood of serious disabilities in later life. Yet there is no magic in the 

selection of age 65 as the point at which workers no longer young are forced out of the labor market because of disabilities.  

There are around a million persons between ages 50 and 65, for example, who would be working but for serious long-term 

disability. At present they have little recourse but the charity of friends and relatives and the Federal-State programs of 

assistance to the needy. 

  

We believe that retirement protection for the 70 million workers under old-age and survivors insurance is woefully 

incomplete because it does not now provide a lower retirement age for those who are demonstrably retired by reason of a 

permanent and total disability. We recommend the narrowing of this serious gap in the old-age and survivors insurance 

system by providing for the payment of retirement benefits at age 50 to those regular workers who are forced into premature 

retirement because of disability. 

  

The majority report states that through the assistance programs in most of the States-- 

  

provisions have already been made to meet the basic needs of those who cannot support themselves because of extended and 

serious disability. 

  

Such State welfare plans no more meet the needs of insurance to care for disability than do the welfare plans for the needy 

aged eliminate the need of old-age insurance. 
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Many States, because of inadequacy of funds, are able to provide welfare payments no greater than $35 per month. Many 

States have lien requirements whereby any recipient of disability assistance is subject to having his property seized and sold 

at his death. In addition, many States do not permit welfare assistance to any person if there is a relative in the family who 

could, if he would, provide some assistance for the needy person. 

  

*3942 Seven States have no program whatever to provide relief in cases of disability. Nearly a fifth of the Nation’s 

population resides in these areas. 

  

Under a sound social-insurance program, Americans should be protected against the fundamental hazards which would 

otherwise destroy their earning power and reduce them to beggary. Granted that some form of income is necessary to provide 

for those who are unable to provide for themselves, it is far preferable that these persons should remain proud, self-sufficient 

Americans rather than become hat-in-hand pleaders for public charity. 

  

PRIOR CONSIDERATION OF DISABILITY INSURANCE 

For almost 20 years it has been maintained that disability benefits should be paid under our social-security program but that 

such benefits should be delayed for further study. Additional delay is completely unjustified. 

  

In 1937 the Senate Special Committee on Social Security appointed a 25-member Advisory Council on Social Security 

composed of individuals representing employers, employees, and the public to study the social-security system. After a year 

of study, this nonpartisan group reported its recommendations. The council reported unanimous agreement on the social 

desirability of paying benefits to insured persons who became totally and permanently disabled, and disagreed only as to 

whether such benefits should be inaugurated immediately, or after further detailed study. 

  

In 1947 the Senate Finance Committee appointed an Advisory Council on Social Security composed of 17 members from 

representative areas of American life to consider, among other questions, the advisability of initiating disability payments as 

a part of the social-insurance system. In 1948 the chairman, the late Edward R. Stettinius, Jr., reported back to the committee 

that, after careful study of all aspects of the question, 15 of the 17 members felt that the time had come to extend 

social-insurance protection to the risk of loss of income from disability. 

  

The only two dissenting members were the present Secretary of Health, Education, and Welfare and the then president of a 

large insurance company. 

  

The council particularly stressed the desirability of insurance benefits related to past contributions as a matter of right rather 

than forcing the disabled worker to reduce himself to virtual destitution and depend upon public assistance. The council felt  

that the protection of the disabled worker’s dignity and self-respect in this manner would play an important part in preserving 

his will to work and a positive attitude toward rehabilitation. 

  

Of the need for such a program, the council felt no doubt: 

  

Income loss from permanent and total disability is a major economic hazard to which, like old age and death, all gainful 

workers are exposed * * * . The economic hardship resulting from permanent and total disability is frequently even greater 

than that created by old age or death. 

  

In 1950, following extensive hearings, the House Ways and Means Committee favorable reported a social-security bill 

containing provisions for *3943 permanent and total disability insurance. The committee pointed out that the proposed public 

assistance program for the disabled could meet only part of the problem and that the worker who had paid social insurance 

contributions over a number of years had a real stake in the system which deserved to be recognized. 

  

The Senate Finance Committee, however, disapproved the disability insurance provisions, stating in its report that 

  

* * * further study should be made of the problem of income maintenance for permanently and totally disabled persons. 

  

The 1950 bill, as finally passed, did not include the provisions for disability insurance, although the disability problem was 
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recognized to a degree by the establishment of a separate public assistance program for the disabled. 

  

In 1954 recognition was again given to the equity involved in the case of an insured worker who became disabled. The 

‘disability freeze‘ allowed the disabled worker to leave out the years of disability in computing his average wages for the 

purpose of determining benefits payable at 65. The experience thus far under this legislation has been highly useful in 

demonstrating that disability can be determined administratively within the framework or our social-security system without 

unusual difficulty. 

  

Over the years the experience of foreign governments in providing disability insurance has not been without value to those 

concerned with the problem in the United States. By 1954, 37 foreign countries had put into effect programs of disability 

insurance on a contributory basis, as compared to only 4 countries which had disability benefits restricted to a needs test. 

While the benefits in some countries are extremely low, other countries have successfully administered programs paying 

benefits at least as high in relation to average wages as those proposed in the United States. 

  

In the consideration of disability insurance during the present Congress, the views expressed by those who are intimately 

connected with programs of public welfare have been particularly important, it seems to us, because of their close association 

on the local level with such problems as disability determination, adjudication, and rehabilitation. 

  

At a meeting in Washington in March of this year, the public assistance and welfare directors of the States expressed 

unanimous approval of the proposed disability insurance program. 

  

Despite the plea by the Secretary of Health, Education, and Welfare for more time, we know that the Department of Health, 

Education, and Welfare has made exhaustive studies over the years, and we are convinced that it is prepared to conduct a 

sound disability benefits program. On this point, John W. Tramburg, who served as Commissioner of Social Security under 

the present administration, and now is president of the American Public Welfare Association, testified before this committee: 

  

The staff of the Social Security Administration has investigated every possible angle of this subject, such as the experience of 

private insurance companies and the experience of foreign countries in the administration of disability benefits; they have 

studied the disability benefits experience of the Railroad Retirement Board and other Government agencies; they have 

studied and looked into the possible ways of administering a sound and efficient disability insurance benefit program. 

  

*3944 While Commissioner of Social Security I was responsible for the early stages of planning the administration of the 

disability freeze which your committee included in the 1954 social-security amendments. I know each of the officials 

responsible for the administration of the disability freeze program * * * they are as able and conscientious a group of public 

officials as can be found and in t eir hands the basic planning of the disability * * * benefit program will be wisely and 

efficiently carried out. 

  

In the light of the experience now available from so many sources, and in view of the consideration given the question of 

disability insurance for almost 20 years, it seems to us that the continued objections regarding the uncertainties of such a 

program and the continued call for further study constitute a tactical maneuver on the part of those who basically are opposed 

to the idea. 

  

It is true that all of the possible administrative problems are not known, and cannot possibly be known until the program is 

under way. Yet as the 1937 council reported: 

  

If the Social Security Act had not been launched until all administrative difficulties had been solved, this act would never 

have been put into operation. 

  

COST OF DISABILITY BENEFITS 

Much has been said about the cost aspects of the proposed disability-benefits program. Seldom is this cost explained in terms 

of additional insurance the worker is buying. American people are perfectly willing to pay a nominal increase in taxes to 

obtain this vital protection against expensive and unpredictable risk of a crippling illness or injury. 
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Under our proposal the top cost of buying this kind of protection for the employee paying on the full $4,200 would 

approximate $10 per year. (The approximate figure for employees is used because self-employed individuals contribute only 

1 1/2 times the employee rate and so the share for employers and employees is somewhat more than the level-premium cost.) 

In return he will receive benefits of $108.50 per month if he is totally and permanently disabled after age 50, and meets the 

other qualifications. People with lower earnings will, of course, pay proportionately less. 

  

These figures are based upon the intermediate cost estimates furnished to the committee which show that the level-premium 

cost of adding disability benefits for people 50 and over would be well under one-half percent of payroll-- or 0.42 percent. 

  

The predicated costs may indeed, be lower than the intermediate-cost estimate we have used. In our judgment the Chief 

Actuary of the Social Security Administration has made as good an estimate of the probable cost of these proposed new 

benefits, and of the benefits already provided under the old-age and survivor’s insurance system, as is humanly possible. But 

it is important to remember that, according to past experience, the estimates usually have been higher, rather than lower, than 

actual costs. They are based upon the assumption that there will be no future increase in the general level of earnings. 

  

This is, of course, contrary to the actual experience in the past, particularly since 1939, since which time average weekly 

wages have trebled. As *3945 the actuary pointed out in his testimony before this committee, his present estimate of the cost 

of benefits now being paid, based on 1954 earnings, has been reduced by 0.26 percent of payroll as compared with his 

estimate based upon 1951-52 earnings. He also states that a ‘possible lower cost‘ would result if the cost estimate were made 

on the basis of 1955 earnings. 

  

In our opinion, there is no question that such a cost estimate would be lower because of the considerable increase in earnings 

in 1955 as compared with 1954 and the general trend of rising wage levels that the country has experienced and will continue 

to experience. 

  

These figures are estimates, and costs could vary. But even on the remote possibility that the high cost figures prevail, we 

believe the American people would want to buy the kind of protection they will provide. According to these high-cost 

estimates, an employee with wages of $4,200 per year would have to pay an additional $14 per year, approximately. Under 

the low-cost estimates the annual cost to the same worker would be approximately $7 per year. 

  

We doubt that the cost would approach the high-cost estimates, but even if, as some people have predicted, costs would 

greatly exceed the intermediate estimate used in our proposal, we believe that the families of this country would want the 

added protection. 

  

ADMINISTRATION OF DISABILITY BENEFITS 

Under our proposal the determination of disability will be made by the State agencies which make the determinations under 

the disability ‘freeze‘ provision enacted in 1954. The Department of Health, Education, and Welfare now has agreements 

with 36 States, the District of Columbia, and Puerto Rico to make such determinations. In all but 5 of these 38 jurisdictions, 

there are agreements with State vocational rehabilitation agencies. 

  

Eleven additional States and two Territories have designated vocational rehabilitation agencies to enter into agreements for 

this purpose, and it is expected that these agreements will be completed in the future. In the few States where the State 

agency designated is the public welfare agency rather than the rehabilitation agency, working relationships have been 

developed for the proper referral of individuals for rehabilitation purposes. 

  

The use of these State agencies in making disability determinations for a program of disability benefits will avoid duplicating 

use of existing medical facilities and records and will utilize well-established relationships with the medical profession. The 

near-universality of the coverage of old-age and survivors insurance means that through its earnings reports and records the 

Bureau of Old Age and Survivors Insurance will have an automatic check on the earnings of the disabled. 

  

In the future it may be found preferable that the determination of disability should be made by the Federal Government under 

its own rules and regulations. If so, a simple amendment to the Social Security Act at a later date could provide for an orderly 

changeover. In the meanwhile, it will facilitate the beginning of the program to take advantage of the facilities and experience 
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of the State agencies. 

  

*3946 Field offices established for old-age and survivors insurance and for the disability freeze could continue to function for 

disability benefits. People could therefore go to one field office for all questions concerning earnings records, filing, etc., 

where facts established for one type of benefit-- such as marriage or age-- are on record for both programs. Employers would 

keep a single set of records for both programs. 

  

The majority report stresses the difficulty of determining disability in a public program providing such benefits. But we know 

that disability determinations are being made successfully every day, not only in connection with the ‘disability freeze‘ 

provision of the old-age and survivors insurance system, but also in numerous public programs which pay benefits. As a 

matter of fact, some 420,000 people are now receiving disability benefits under the following federally administered 

programs: 

  

Veterans with 70 percent or more disability: 

  

TABULAR OR GRAPHIC MATERIAL SET FORTH AT THIS POINT IS NOT DISPLAYABLE 

Most State and local retirement systems also include benefits for persons who have been disabled prior to retirement. Of the 3 

million members of State and local retirement systems, about 2.9 million have protection against service-connected disability 

and about 2.5 million are in systems which include protection against all disability. 

  

Experience with a disability benefit plan in the railroad retirement system indicates that it would be equally effective in a 

social-security system, in the opinion of William J. Kennedy, former Chairman of the Railroad Retirement Board, who has 

written: 

  

Frankly, I have always been at a loss to understand these criticisms (that disability programs are difficult to administer) in the 

light of the existence of an obviously successful disability program under the railroad retirement system to say nothing of 

those under the Federal and the numerous State and municipal retirement systems for government employees or of the 

workmen’s compensation laws in every State in the Union. 

  

While the administration of the disability part of our program has presented problems not involved in the payment of old-age 

retirement benefits, we have not found these problems insuperable or even particularly difficult * * * The standards, which 

have been strictly adhered to, are, in our opinion, in conformity with the statutory provisions and with the intent of Congress 

as reflected in the well-documented legislative history of the act * * * Our disability program has been kept well in hand not 

only administratively but financially as well. There has been no tendency for the number of disability retirements to increase 

beyond the bounds set by advance cost estimates * * * From our observation * * * *3947 we have come to the general 

conclusion that, under our system, retirement for disability has tended to be influenced by the same economic factors as 

retirement on account of age. 

  

We submit that the experience with these well-established programs has demonstrated that the extent of disability can be 

determined with sufficient precision to make such a program administratively feasible and financially sound. We also wish to 

point out that the rehabilitation features of the program we propose make an important contribution in this respect because 

they bring into play other factors-- such as attitude and work record-- to supplement the medical diagnosis as to the extent of 

disability. 

  

EFFECT ON REHABILITATION 

The majority report takes the position that the payment of disability benefits might discourage rehabilitation. Belief that 

rehabilitation would be hindered or malingering encouraged seems to us to be unjustified in view of the stringent eligibility 

requirements, limited benefits, and positive stress on rehabilitation contained in the proposal to which we subscribe. 

  

The eligibility requirements would require a substantial and recent attachment to the labor force, determined by a work 

history which would have to include covered employment in 6 out of the last 13 and 20 out of the last 40 quarters prior to 

disability. 
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The definition of disability contained in the proposal is a conservative one, limited to medically determinable physical or 

mental impairment which prevents the individual from engaging in any substantial gainful activity. Furthermore, a waiting 

period of 6 consecutive months of disability prior to eligibility for benefits is required. 

  

Since benefits under our proposal would not be paid to the dependents of a disabled worker, the income available to a 

worker’s family from disability insurance would not be sufficient to encourage persons on the borderline of total disablement 

to seek benefits if employment alternatives were open to them. A worker who had earned average wages of $350 per month 

would receive only 31 percent of his former income, or $108.50 monthly. If his wages had averaged $100 monthly, his 

benefits would be 55 percent, or $55; if $150, they would be 45 percent, or $68.50. In addition to the fact that the worker 

probably would have been without income for the 6-month waiting period, such benefits would make it unprofitable for a 

person who could work not to do so. 

  

The disability provisions which we support incorporate the rehabilitation process with the disability benefit plan. Refusal, 

without good cause, to accept rehabilitation would result in termination of the individual’s benefits. At the same time, in 

order to avoid setting up barriers to vocational rehabilitation, our proposal specifically provides that a person who performs 

work while under a State rehabilitation program will not, solely by reason of this work lose his benefits during the first 12 

months while he is testing a new earning capacity. 

  

A great deal of emphasis must rightly be placed on rehabilitation. However, the fact must be recognized that a great many 

older disabled workers cannot be rehabilitated successfully. Our best information indicates that it has not been possible to 

rehabilitate more than 25 percent of disabled persons who are age 50 or over. Furthermore, rehabilitation cannot be a 

substitute for income for the disabled worker. 

  

*3948 LOWERING THE ELIGIBILITY AGE FOR WOMEN 

We wholeheartedly agree with the provision of the Senate bill which lowers from 65 to 62 the age at which surviving widows 

may first become eligible for their benefits, but we believe this provision should also apply to working women, wives, and 

dependent mothers. 

  

It is estimated that about 800,000 women would receive benefits immediately if our proposal is enacted into law, and another 

400,000 women in this age group-- who are working or are wives of workingmen-- would become eligible to draw benefits in 

case they retire. In about 25 years, when a larger proportion of people will have qualified, an additional 1,800,000 women 

will be receiving benefits earlier than they would under existing law. 

  

We believe that the policy adopted by the committee of excluding two groups of women-- wives and women workers-- from 

the same privilege which they extend to other women is a serious departure from a well-established principle of the old-age 

and survivors insurance system. Under such a provision, a widow who normally works and supports herself would be able to 

receive benefits if she lost her job at age 62, and was unable to find work, while a woman worker in the same circumstances 

would be forced to wait until her 65th birthday for benefits. This would be true even though she may have contributed 

throughout her working life to the old-age and survivors insurance system. 

  

Any woman who loses her job between the ages of 62 and 65 cannot easily get other employment. The fact is that the 

overwhelming majority of women at the ages of 60 to 65 are not gainfully employed. When this age group is compared to the 

age group 55 to 64, we find that women go out of the labor force about 2 1/2 times faster than men. This is not surprising, in 

view of the demand upon the strength of many older working women resulting from the dual responsibility of job and home. 

They cannot be expected to be able to continue working as long as men. 

  

All evidence shows that even if older women are able to work they find it more difficult to get and hold jobs than do older 

men. Recent studies by the Department of Labor show that age limits are more frequently placed on job openings for women 

than for men and that the age limits are lower in the case of women. 

  

In many retirement systems the eligibility age for women is lower than for men and in many cases this earlier retirement age 

is compulsory. The waiting period for these women who are forced into early retirement is actually much longer than it is for  

men. It would be manifestly inequitable, in our view, to reduce the eligibility age to 62 for widows and for women workers 
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but not for wives. 

  

The majority report justifies its exclusion of the wife’s benefits at age 62 on the ground that-- 

  

An elderly couple has the husband’s benefit in the interval between the time when he retires and the time when his wife 

becomes eligible for a wife’s benefit. 

  

This position, we believe, is contrary to a fundamental principle of the old-age and survivor insurance plan-- the principle 

that the payment of a wife’s benefit is justified because the elderly family needs both benefits. 

  

*3949 To assume that the retired couple can maintain themselves without a substantial sacrifice to their standard of living on 

an amount designed for a single person is unreasonable. Even a worker with the highest possible earnings credit of $350 a 

month would receive only $108.50 per month for himself and his wife-- or 30 percent of his full-time earnings-- while his 

wife is under age 65. If the husband is entitled to only $50, or $60, or $70 a month the family income is pitifully inadequate. 

But many aged couples are striving to make ends meet on such miserable amounts. Our proposal would help to remedy this 

situation. 

  

The couples who will be helped by a reduction in the eligibility age to 62 for wives will, as a rule, be those most in need of 

their benefits. Husbands do not always have the choice of delaying retirement until their wife reaches age 65. 

  

Men almost universally retired because they become disabled, because they reach the retirement age in the industry in which 

they work, or because the employer terminates the employment for other reasons. Although lowering the eligibility age to 62 

does not solve the problem for all elderly couples, we cannot overlook the fact that it would provide immediate benefits to 

over 20 percent more wives than at present and a shorter waiting period for the remainder. 

  

It is not realistic to assume that an elderly wife will be able to go out and get a job when the family income is reduced 

because of the retirement of the husband. They experience the same problem of obtaining employment as do other older 

women. Over 90 percent of all wives between the ages of 62 and 65 are not in the labor force. 

  

We feel that the omission of dependent female parents is unjustified. These older parents who have been dependent upon the 

wage earner for their needs are not in the labor force at the time of the wage earner’s death. It will be just as hard for them to 

support themselves at age 62 as it is for widows and wives since they also have usually been homemakers during their 

married life. 

  

The level premium cost of adding benefits for working women, wives, and dependent mothers, would be only 0.36 percent of 

payroll. These relatively small added costs are more than justified so that all women will have the right to retire at age 62, 

which committee bill grants only to widows. 

  

PUBLIC ASSISTANCE 

Nothing has been done by Congress to improve the lot of our needy aged and disabled since 1952, when the present formula 

of Federal assistance to the States was adopted as a result of the successful amendment sponsored by Senator Ernest 

McFarland. Under the present formula the Federal Government puts up four-fifths of the first $25 of a payment, plus half up 

to a maximum of $55 per month. The increased Federal matching funds thus made available have made it possible for the 

States, particularly those with low per capita incomes, to make considerable headway in meeting the tremendous problems of 

poverty among the aged and disabled needy. 

  

Since 1952 not only has national income risen appreciably but benefits under old-age and survivors insurance have been 

increased by a significant proportion, even for those already retired. Average monthly payments under these three 

public-assistance titles, however, remain at low levels. For *3950 old-age assistance, aid to the blind, and aid to the 

permanently and totally disabled, monthly payments as of February 1956 amounted to $54, $58, and $56, respectively. 

  

EFFECT OF PROPOSED REVISION 



S. REP. 84-2133, S. REP. 84-2133 (1956)  

 

 

 © 2022 Thomson Reuters. No claim to original U.S. Government Works. 49 

 

We propose revising and making permanent the formula contained in the McFarland amendment of 1951. We believe that the 

Federal share of each monthly payment for old-age assistance, aid to the blind, and aid to the permanently and totally 

disabled should be increased to five-sixths of $30 plus half up to $65. 

  

An amendment to this effect was introduced earlier this year on behalf of 4 members of the Finance Committee and 43 other 

Senators. 

  

The more liberal formula, we believe, should be made available only to States which pass on the additional funds through 

increases in payments to recipients. 

  

TABULAR OR GRAPHIC MATERIAL SET FORTH AT THIS POINT IS NOT DISPLAYABLE 

Under our proposal, all States could immediately raise their individual payments by $5 to $7.50 per month. Over 2,900,000 

persons would receive sorely needed increases with which to purchase the necessities of life. 

  

The proposal would make the following additional funds available in each State: 

  

The cost of this proposal, at the present caseload level, would amount to $208 million annually, this estimate being based on 

the assumption that all States take advantage of the formula by maintaining their own expenditures for this purpose at about 

present levels. 

  

*3951 OLD-AGE ASSISTANCE 

Of those who would be benefited by our proposal, $2,552,000 are recipients of old-age assistance. Many of these individuals, 

who never had the opportunity to participate in the old-age and survivors insurance program, are people who have 

contributed in large measure to the development and growth of this Nation. The original Social Security Act took the welfare 

of these persons every bit as much into consideration as it did those who could become covered by old-age and survivors 

insurance. It was never intended that the old-age assistance program be neglected, for the two programs were conceived as 

being complementary to each other until the eventual time when virtually all of our aged population is covered under the 

insurance program. 

  

In 1954 those who had already retired under the social security program saw their insurance benefits increased by from $5 to 

$13.50, not as a result of any increased contributions on their part, but because of official acknowledgment of the inadequacy 

of previous benefits. A modest increase in the payments to our neediest citizens would be well in line with the 

complementary aspect of the two programs. Not only did the majority of old age assistance recipients fail to be affected by 

the aforementioned increases, but those who receive supplemental old age assistance in addition to small benefits under 

social security saw their old age assistance checks reduced by the same amount as the increase in the social security 

payments. 

  

Our proposal will make possible further progress among the low per capita income, low-payment States through the 

automatic $5 increase. At the same time our amendment will meet another problem. States with higher per capita income, 

particularly those States with a large percentage of their aged population already protected by old age and percentage of their 

aged population already protected by old age and survivors insurance, have found themselves able to advance public 

assistance payments beyond the $55 at which point Federal matching ceases. 

  

To provide an extra $5 of Federal matching for those high-income States, States which make large contributions to Federal 

revenues, would not permit those States to benefit in any genuine way. If those States cared to advance payments to their 

public assistance recipients, the additional $5 of Federal matching would be offset by the fact that the additional contribution 

of the State above $55 would not be subject to Federal matching. 

  

Therefore, in justice and fairness those States having a higher per capita income and a higher percentage of the Federal tax 

burden, should be entitled to expect that the Federal Government will match State contributions to public assistance at least to 

the extent of $65 per month. 

  

The Secretary of the Department of Health, Education, and Welfare has opposed any increase in the Federal rate of 
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contribution beyond the formula established by the McFarland amendment in 1952. We find it somewhat significant that in 

1951 the then Secretary did not favor the McFarland amendment, nor did the previous Secretary favor the last previous 

increase in the Federal share of contributions toward State welfare programs. 

  

*3952 One of the reasons advanced by the Secretary for opposing the amendment was that the Federal Government already 

bears a disproportionately heavy share of the first $25 of welfare payments for old-age assistance, aid to the needy blind, and 

aid to the totally and permanently disabled. The argument completely overlooks the fact that States with low per capita 

income are those in which the most severe cases of need exist in the greatest number. It is those same States which have the 

greatest difficulty in providing the essential services of State government and raising sufficient revenues to provide 

adequately for the needy within their boundaries. 

  

NEED FOR ADDITIONAL FUNDS 

A recent survey by the Social Security Administration further determined that 67 percent of persons beyond the age of 65 had 

less than $1,000 per year income; 24 percent had no income whatever. Income for the purposes of this study included welfare 

payments. The cold hard facts are that many of the low-income States, for lack of sufficient funds, have been unable to 

provide for a large number of needy cases. 

  

Furthermore, they have been unable to make adequate payments in cases where severe need exists. The following table 

clearly demonstrates that there is need for additional matching funds. It shows the percent of national average per capita 

income in each State, the percent of aged people over 65 who are receiving old age and survivors insurance benefits, percent 

receiving old age assistance grants under State public welfare plans, and the percent of persons who receive no income from 

either program. It will be seen that more than 45 percent of aged persons over 65 are not receiving payments from either 

source. 

  

It should be particularly noted that in some States with low per capita income there are very high percentages of individuals 

who are not protected by old age and survivors insurance. Much of this result is due to the fact that those who were employed 

in agricultural endeavors in the past were not insured by social security. Such individuals have no privilege of electing to 

retire when they are no longer economically productive. They must exist by exhausting such meager resources as they have 

been able to save, obtaining help from relatives, or receiving public assistance. 

  

TABULAR OR GRAPHIC MATERIAL SET FORTH AT THIS POINT IS NOT DISPLAYABLE 

*3954 Old-age assistance will largely be replaced eventually by old-age and survivors insurance when the latter program 

reaches full maturity. It is expected that the program will fall off sharply after the year 1980. In the meantime, however, it 

seems to us that it is an irresponsible attitude to overlook the immediate problems of the millions who sorely need additional 

income today. 

  

Assistance TO DISABLED AND BLIND 

The same essential problems exist with regard to assistance payments to the disabled and the blind. Most States have made 

considerable progress in initiating and improving programs for these groups. Encouragement is greatly needed, however, for 

them to continue their progress. It seems to us singularly inappropriate for those who oppose disability insurance provisions 

under social security to oppose further improvements in the public assistance programs for the disabled. We believe that the 

244,000 disabled and 105,000 blind recipients of public assistance are in all justice entitled to the increased monthly 

payments which the revised formula would provide. 

  

It is our earnest hope that the Congress will adopt our proposals in order to afford a modest measure of relief for our neediest 

citizens in a manner both humane and practical. 

  

WALTER F. GEORGE. 

RUSSELL B. LONG. 

PAUL H. DOUGLAS. 

INDIVIDUAL VIEWS ON H.R. 7225 
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While in general I agree with the views of the majority of the committee, I feel that the retirement age for working women, 

wives, and dependent mothers should have been lowered to age 62 in addition to the committee’s action lowering the 

retirement age for widows to age 62. 

  

It is also my feeling that the committee should have provided more liberal Federal matching funds to State welfare plans for 

aid to needy aged, blind, and totally and permanently disabled. 

  

GEORGE A. SMATHERS. 

(Note: 1. PORTIONS OF THE SENATE, HOUSE AND CONFERENCE REPORTS, WHICH ARE DUPLICATIVE OR ARE DEEMED TO BE 

UNNECESSARY TO THE INTERPRETATION OF THE LAWS, ARE OMITTED. OMITTED MATERIAL IS INDICATED BY FIVE ASTERISKS: 
*****. 2. TO RETRIEVE REPORTS ON A PUBLIC LAW, RUN A TOPIC FIELD SEARCH USING THE PUBLIC LAW NUMBER, e.g., TO(99-495)) 
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