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Calendar No.192

82p CoNGRESS SENATE { ReporT
1st Session No. 214

IMPORTATION OF FOREIGN AGRICULTURAL WORKERS

ApriL 11 (legislative day, MarcH 26), 1951.—Ordered to be printed

Mr. ELLENDER, from the Committee on Agriculture and Forestry,
submitted the following

REPORT

[To accompany S. 984]

The Committee on Agriculture and Forestry, to whom was referred
the bill (S. 984) to amend the Agricultural Act of 1949, having con-
sidered the same, report thereon with a recommendation that it do
pass with amendments.

HISTORY OF LEGISLATION

Throughout World War IT and since the termination of hostilities,
it has been necessary to import agricultural workers from foreign
countries in order to assist in the production of adequate supplies of
food and fiber for domestic consumption in the United States and for
export. Principal sources of foreign farm labor have been Canada,
the British West Indies, and the Republic of Mexico, and many work-
ers have been recruited in Puerto Rico. In 1948 the United States
and Mexico reached an agreement on the method by which workers
from Mexico would be imported for temporary employment in agri-
culture. In October 1948 Mexico terminated the 1948 agreement
and a new agreement was approved and became effective August 1,
1949. The program of importing farm workers from Mexico i1s now
operating under that agreement.

The 1948 agreement established a system of importing workers
from Mexico without subsidization by the Federal Government.
This system was continued by the present international agreement
whereby the private employer, upon certification by the United
States Employment Service that he cannot obtain adequate domestic
farm labor, recruits workers in Mexico with the joint approval of
United States and Mexican Government officials and under their
direct supervision. Under the old and present agreement the em-
ployer pays the entire cost of transporting the worker from Mexico

*



2 IMPORTATION OF FOREIGN AGRICULTURAL WORKERS

and return, and he pays for supplies and subsistence during the period
of movement. He also makes other guaranties to the worker under
the individual work contract and is required to post a bond of $25
for each worker to guarantee maintenance of status and departure of
the alien agricultural worker.

In addition the 1948 agreement provided that 10 percent of the
worker’s salary be withheld and then returned to him upon termination
of the contract. This provision was deleted in the 1949 agreement.
The present agreement also differs from the 1948 agreement in that
it contains detailed procedures for handling of complaints of workers
against employers violating their contracts and cases of discrimination
against Mexican workers.

Violation of contracts by the workers has caused considerable ex-
pense to the employers by forcing forfeiture of the departure bonds.
Often the worker has returned to his home in Mexico, and while no
expense may have beevo incurred by the Government or the employer
in such return, failure by the worker to report his departure to the
Immigration and Naturalization Service has caused unnecessary
confusion and expense to agricultural producers in this country. On
the other hand, many contract violators have been apprehended, and
the costs of apprehension must be paid by the employer. In certain
instances, this liability has amounted to considerable expense to the
employer. Therefore, the agricultural producers in the United States
have protested vigorously against the requirement for posting of
bonds.

The program of importing farm laborers from Mexico is confronted
with a major problem in the form of illegal immigration of workers
commonly known as wetbacks. Instead of entering the country at
official points and according to law, thousands of workers swim or
wade across the Rio Grande River and enter illegally. Because they
are often put to work by United States employers before their backs
are dry, they have been commonly referred to as wetbacks. The
wetback situation presents great economic and social problems. The
illegal immigrant is always subject to deportation, and under such
circumstances, the wetback will work for wages far below a level
which will enable him to maintain a proper standard of living for him-
self or his family. At the same time, their employment undercuts the
going wage of domestic farm labor and thus forces the latter to accept
substandard wages also, or move on to other work.

This process not only provides the wetback and the domestic farm
laborer with grossly inadequate incomes, but it also affects. the status
of Spanish-speaking citizens of the United States and retards their
assimilation into the normal social and economic life of the country.
While the present international agreement addresses itself to the wet-
back problem, illegal entry of Mexican citizens into the United States
has increased greatly and conservative estimates place the number of
wetbacks entering the country in 1950 at more than a million. The
Immigration and Naturalization Service in the year ending June 30,
1950, deported nearly 500,000 aliens back to Mexico, and undoubtedly
as many were never apprehended.

In connection with negotiations to modify the existing agreement,
representatives of the United States and Mexico met in conference at
Mexico City beginning January 26 of this year to discuss the various
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problems noted above. During the course of the conference, the
Mexican Government served notice that it was terminating the 1949
agreement.

The United States delegation to the conference was headed by Carl
W. Strom, consul general of the United States in Mexico. Chairman
Allen J. Ellender of the Committee on Agriculture and Forestry and
Congressman W. R. Poage of the House Committee on Agriculture
were appointed delegates from their respective committees and served
as advisers to the United States delegation.

As an alternative method to the recruitment of farm workers in
Mexico by private employers and subsequent posting of compliance
bonds, it was suggested at the conference that an agency of the United
States recruit such workers and that the Government of the United
States guarantee compliance with the individal work contract. It
was understood that the United States Government is not now
authorized to undertake such a program. The United States dele-
gation agreed to have such legislation introduced in the Congress,
and since its enactment would require time for following legislative
procedure, the Mexican Government agreed to continue the present
mternational agreement until June 30, 1951.

The conferees then agreed to recommend to their respective govern-
ments that the following program be established:

1. The Mexican Government would establish migratory stations at
such places in Mexico as might be agreed upon by the Mexican
Government and the United States Government.

2. Recruiting teams consisting of Mexican and United States
representatives would then recruit agricultural workers at places near
the residences of the workers, and the workers would be brought to
the migratory stations by the Mexican Government.

3. Following screening by the United States immigration officials,
the workers would be transported to reception centers in the United
States at the expense of the United States Government. Return
transportation from the reception center to the migratory station by
this Government would also be guaranteed.

4. At the reception center in the United States, the worker would
be free to choose the type of agricultural work he desires, and the em-
ployer would be free to select the workers whom he desires. Proper
supervision of these negotiations by representatives of both Govern-
ments would be maintained.

‘5. Transportation from the reception center to the place of em-
ployment and return would be at the expense of the employer, as
well as subsistence and other guaranties as required by the individual
work contract.

In accordance with the understanding at the conference, S. 984 was
introduced on February 27 by Senator Ellender and referred to your
committee. Hearings were conducted on the bill and testimony re-
ceived from officials of the Department of Labor, Department of
State, Department of Agriculture, farm organizations, employers of
agricultural labor, and officials of labor unions. Two other bills,
S. 949 and S. 1106, were also considered during the hearings and at
subsequent executive sessions of the committee.

Evidence on several aspects of the problem was presented and dis-
cussed thoroughly during the sessions of the committee. More com~
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plete utilization of domestic farm labor through Government sub-
sidization, supplemented by the proposed program for importing
agricultural workers, was recommended to the committee. However,
8 program providing Government transportation of domestic laborers
within the country and establishment of overnight stops or additional
reception centers would involve considerable expenditure by the
Federal Government. At the same time, evidence was presented to
the committee that the shortage of farm labor was usually in the
supply of “stoop’’ labor, a term used because the worker is required to
stoop or bend forward to do his work. The natural inclination of
‘workers to accept higher paid or easier work than such labor often
creates a shortage of these workers and agricultural producers have
found it necessary to import foreign workers to make available an
ample supply. Thisstoop labor is just as essential as other operations
in the production of food and fiber and therefore, your committee
believes that provision should be made at this time for supplying the
foreign agricultural labor found necessary to supplement the domestic
labor force, and the establishment of additional programs for recruit-
ment, transportation, and placement of domestic farm laborers should
be considered as the need arises.

ANALYSIS OF BILL

Section 501 authorizes the Secretary of Labor to—

1. Recruit workers in Mexico for temporary agricultural employ-
ment in the United States;

2. Establish and operate reception centers at or near the places
of actual entry of such workers into the United States for the purpose
of receiving and housing them while arrangements are being made
for their employment in, or departure from, the United States;

3. Provide transportation from recruitment centers in Mexico to
such reception centers and from such reception centers to recruitment
centers after termination of employment;

4. Provide such workers with such subsistence, emergency medical
care, and burial expenses (not exceeding $150 burial expenses in any
one case) as may be or become necessary during transportation
authorized by paragraph 3 and while such workers are at reception
centers;

5. Assist such workers and employers to negotiate contracts of
employment; and

6. Guarantee the performance by employers of provisions of such
contracts relating to payment of wages or the furnishing of trans-
portation.

The bill also provides that the Secretary may recruit Mexicans al-
ready in the United States for agricultural employment. That pro-
vision has been amended, however, to require that such workers must
have originally entered the country legally. S. 984 further provides
that workers recruited under the program authorized by the bill will
be free to accept or decline agricultural employment with any eligible
employer, and to choose the type of agricultural employment they de-
sire. Likewise, employers will be free to offer agricultural employ-
ment to any workers of their choice not under contract to other
employers. :
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‘While the purpose of S. 984 is to authorize this country to carry out
its part of the agreement reached with the Republic of Mexico, the
bill as introduced authorized recruitment of agricultural workers from
other countries in the Western Hemisphere, pursuant to arrangements
between the United States and such countries, and from Hawaii and
Puerto Rico. The bill as reported would confine the program to the
Republic of Mexico, since extending it to other countries would change
the present method of recruitment of farm workers in those countries
for temporary employment in the United States.

Section 502 provides that no workers shall be made available to any
employer unless such employer enters into an agreement with the:
United States to—

1. Indemnify the United States against any loss by reason of its
guaranty of such employer’s contracts.

2. Reimburse the United States for expenses, not including salaries
or expenses of regular department or agency persennel, incurred by
it for the transportation and subsistence of workers in amounts not
to exceed $20 per worker.

3. Pay to the United States, in any case in ‘which a worker is not
returned to the reception center in accordance with the individual
work contract, and is apprehended in the United States, an amount
determined by the Secretary of Labor to be equivalent to the normal
cost to the employer of returning other workers from the place of
employment to the reception center, less any portion thereof required
to be paid by any other employers.

The bill as introduced provided that the employer pay for all
expenses up to $20 incurred by the Government in recruitment and
transportation of workers. The committee believes normal salary
and other expenses of Government officials administering the program
should not be charged to the individual employer of the workers
recruited by such Government employee and recommends amending
the bill accordingly.

S. 984 as introduced also provided that in the case of a worker
violating his contract, the employer would pay the Federal Govern-
ment an amount equal to the cost of returning such worker from his
place of employment to the reception center. Your committee has
amended the bill to require such reimbursement only when the con-
tract violator has been apprehended within the United States and
since the original provision was subject to the interpretation that the
employer would have to pay the costs of apprehension, new language
is recommended to clarify the intent of the bill that the employer pay
only the normal cost of returning such worker from the place of em-
ployment to the reception center.

Section 503 provides that no workers recruited under this program
shall be available for employment in any ares unless the director of
State employment security for such area has determined and certified
that sufficient domestic workers who are able, willing, and qualified
are not available at the time and place needed to perform the work
for which such workers are to be employed, and that the employment
of such workers will not adversely affect the wages and working con-
ditions of domestic agricultural workers similarly employed. Your
committee believes the State director will be in a position to respond
immediately to any real needs in his area for additional workers and
can protect the welfare of domestic farm laborers already in the area.
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Section 504 provides that workers recruited in Mexico shall be ad-
mitted to the United States subject to the immigration laws, and that
no penalty bond shall be required which imposes liability upon any

erson for the failure of any such worker to depart from the United
gtates upon termination of employment. Section 504 also. provides
that workers already in the country and who otherwise would be
eligible for admission to the United States may remain to accept agri-
cultural employment pursuant to arrangements between the United
States and the Republic of Mexico. The bill as introduced did not
subject retention of such workers for agricultural employment to future
arrangements between the two countries.

Section 505 exempts agricultural workers imported from Mexico
from social security benefits and taxes, and withholding of, or payment
of, such taxes by the employers of such workers. The section further
provides that such workers shall not be subject to the head tax levied
under section 2 of the Immigration Act of 1917.

Section 506 authorizes the Secretary of Labor to utilize the facilities
and services of other Federal and State agencies as may be agreed
upon, to accept and utilize voluntary and uncompensated services,
and to cooperate with the Secretary of State in negotiating and carry-
ing out agreements-or arrangements relating to the importation of
agricultural workers from Mexico.

Section 507, as amended, defines the agricultural employment for
which workers can be recruited as that covered by section 3 (f) of the
Yair Labor Standards Act of 1938, as amended, or section 1426 (h) of
the Internal Revenue Code, as amended. The bill, as introduced,
provided that in addition to the work considered to be agricultural
employment by the above-cited statutes, the term ‘agricultural
employment” would include horticultural employment, cotton ginning
and compressing, crushing of oilseeds, and the packing, canning,
freezing, drying, or other processing of perishable or seasonable
agricultural products. Your committee believes it unwise to enact
greatly different definitions of common terms in various statutes and
therefore recommends the bill be amended accordingly.

Section 507 also defines ‘“‘employer” to include an association or
group of employers. This provision is designed to reduce the cost of
administering the program by permitting the Secretary to deal with
an association or group rather than with its individual members,
However, the committee believes an amendment is necessary in order
to protect the United States in dealing with associations or groups
which might later prove financially irresponsible. The amendment
would limit the provision to associations or groups which the Secretary
of Labor deems financially responsible, or whose individual members
are liable for the obligations of the association or group in the event of
default by such association or group. The amendment would not
require the Secretary to enter into individual contracts with member-
employers of any association or group so long as its form of organiza-
tion or its arrangement with its members is such that its members
are liable on its obligations.

The bill is amended to provide in section 508 that nothing in the
act shall be construed to limit the authority of the Attorney General
to permit the importation of workers from any other country for
agricultural employment, pursuant to the immigration laws, or to
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permit any such alien who entered the United States legally to remain
for employment on farms,

Section 509 provides that the program of importing foreign agri-
cultural workers, as authorized by the act, shall terminate December
31, 1952.

CONCLUSIONS AND RECOMMENDATIONS

In considering this legislation, your committee has endeavored to
work out a program which will make available an adequate supply of
agricultural workers from Mexico as expeditiously as possible. At
the same time, your committee has attempted to keep the cost to the
Federal Government at a minimum. TUnder the program contem-
plated by S. 984 the Federal Government will assume financial re-
sponsibility for, first, costs of recruitment of workers in Mexico and
transportation to reception centers within the United States exceeding
$20 per worker; second, establishment and maintenance of reception
centers in the United States; third, cost of apprehending contract
violators; and, fourth, guaranteeing compliance by employers with
the individual work contract with respect to payment of wages and
furnishing of transportation.

It is expected that recruitment of Mexican farm laborers by a gov-
ernmental agency, payment of their transportation to a reception
center within the United States and return, and furnishing of sub-
sistence during that time will not cost much more than $20 per worker.
The Department of Labor has estimated that such cost might average
nearly $35 per worker, but its estimates were baséd upon the recruit-
ment of workers on the average as far as 500 miles south of the Mexico-
United States border. It is hoped that adequate workers can be
recruited closer to the border and if so, such costs to the Government
will be less than those contained in the estimate. It must be kept in
mind that the average cost up to $20 will be paid by the employer,
and only where the average cost is more than $20 will the Federal
Government pay for transportation and subsistence.

No estimate has been made by the Department of Labor as to the
probable cost of establishing and maintaining reception centers in the
United States by the Federal Government. However, in the agree-
ment reached in Mexico City, the Mexican Government agreed to
establish migratory stations in Mexico at its expense, and it appears
fair and reasonable to your committee that the United States Govern-
ment should bear its share of the program to the extent of establishing
the necessary reception centers in the United States near the border.
It was recommended by various witnesses in the hearings conducted
on the legislation that several reception centers be established through-
out the country. As the committee is reporting a bill which would
make the employer pay practically all of the cost of importing workers
from Mexico, your committee has agreed to authorize the establish-
ment of only those stations absolutely required to furnish the necessary
facilities at or near the border. Thus it will be possible to keep recep-
tion center costs at a minimum.

The expenses incurred in apprehending contract violators are not
expected to add materially to the cost of the program. It is the intent
of the legislation that such apprehension will be carried out by the
presently constituted authorities in connection with their regular
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duties, and in the cdse of workers not apprehended ‘there should be no
cost involved.

Finally, the bill authorizes the Federal Government 'to assume
responsibility for compliance of employers with the individual work
contract, with respect to the payment of wages and the furnishing. of
transportation. However, the bill further provides that the employer
must agree to reimburse the Federal Government for any losses
incurred by it by reason of its guaranty of employers’ contracts.
Thus, the contingent liability of the United States in. this respect
should not result in much loss to the Government.

The United States as well as Mexico must do ‘everything possible
to solve the wetback problem presented by great numbers of Mexicans
entering the United States illegally every year. Both Governments
agreed at the conference in Mexico City to intensify their efforts to
control these violations of immigration laws. The program author-
ized by S. 984 whereby a governmental agency will recruit workers
in Mexico in cooperation with officials’ of the Mexican Government
is expected to. provide a supply of workers for agricultural employment
in compliance with the laws of both countries. While the program
does not attempt to cover all phases of the wetback problem, it is
expected to be helpful in alleviating the situation. ‘

It is the opinion of the committee that the bill, as amended, will
protect the financial interests of the United States and will provide an
effective program of importing needed agricultural workers from
Mexico. On the other hand, failure to enact legislation authorizing
the United States Government to carry out its part of the agreement
reached at Mexico City will mean the termination of the present
International agreement and importation program as of June 30.
‘Therefore, your committee recommends early enactment of S. 984,
as amended. ‘

CHANGES IN EXISTING LAW

In compliance with subsection (4) of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill, as
reported, are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italics, existing
law in which no change is proposed is shown in roman):

AGRICULTURAL AcTt OF 1949, AS AMENDED
* * * * * * *
TITLE V——AGRICULTURAL WORKERS

Ske. 6501, For the purpose of assisting in such production of agricultural com-
modities and products as the Secretary of Agriculture deems necessary, by supplying
agricultural workers from the Republic of Mexico (pursuant to arrangements between
the United States and the Republic of Mexico), the Secretary of Labor is authorized—

(1) to recruit such workers (including any such workers temporarily in the
United States under legal entry);

(2) to establish and operate reception centers at or near the places of actual
entry of such workers into the continental United States for the purpose of re~
ceimng and housing such workers while arrangements are being made for their
employment in, or departure from, the continental United States;

(8) to provide transportation for such workers from recruitment centers outside
the continental United States to such reception centers and transportation from
sucht reception centers to such recruitment centers after termination of employ-
ment;

(4) -to provide such workers with such subsistence, emergency medical care,
and burial expenses (not exceeding 8150 burial expenses in any one case) as may
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be or become necessary during transportation authorized by paragraph (3) and
while such workers are at reception centers;

(6) to assist such workers and employers in negotiating contracts for agricul-
tural employment (such workers being free to accept or decline agricultural
employment with any eligible employer and to choose the type of agricultural
employment they desire, and eligible employers being free to offer agricultural
employment to any workers of their choice not under contract to other employers);

(6) to guarantee the performance by employers of provisions of such contracts

_ relating to the payment of wages or the furnishing of transportation.

SEec. 502. No workers shall be made available under this title to any employer
unless such employer enters into an agreement with the United States—

(1) to indemnify the United States against loss by reason of its guaranty of
such employer’s contracts;

(2) to reimburse the United States for essential expenses, not including salaries
or expenses of regular department or agency personnel, incurred by il for the
transportation and subsistence of workers under this title in amounts not to
exceed $20 per worker; and

(3) to pay to the United States, in any case in which u worker ¢s not returned
to the reception center in accordance with the contract entered into under section
501 (5) and is apprehended within the United States, an amount determined
by the Secretary of Labor fo be equivalent to the normal cost to the employer of
returning other workers from the place of employment to such reception center,
less any portion thereof required to be paid by other employers.

SEc. 508. No workers recruited under this title shall be available for employmen
in any area unless the Director of State Employment Security for such area has de-
termined and certified that (1) suffictent domestic workers who are able, willing, and
qualified are not available at the time and place needed to perform the work for which
such workers are to be employed, and (2) the employment of such workers will not
adversely affect the wages and working conditions of domestic agricultural workers
similarly employed. ]

SEec. 504. Workers recruited under this title who are not citizens of the United
States shall be admitted to the United States subject to the immigration laws (or if
already in, and otherwise eligible for admission fo, the United States may, pursuant
to arrangements between the United States and the Republic of Mexico, be permitted
to remain therein) for such time and under such conditions as may be specified by the
‘Attorney General but, notwithstanding any other provision of law or regulation, no
penalty bond shall be required which imposes liability upon any person for the fatlure
of any such worker to depart from the United States upon termination of employment.

Skc. 505. (a) Section 210 (a) (1) of the Social Security Act, as amended, is
amended by adding at the end thereof a new subparagraph as follows:

“(C) Service performed by foreign agricultural workers under contracts
entered into in accordance with title V of the Agricultural Act of 1949, as
amended.”’

(b) Section 1426 (b) (1) of the Internal Revenue Code, as amended, is amended by
adding at the end thereof a new subparagraph as follows: .

“(C) Service performed by foreign agricultural workers wunder contracts
entered into in accordance with title V of the Agricultural Act of 1949, as
amended.”

() Workers recruited under the provisions of this title shall not be subject to the
head tax levied under section 2 of the Immigration Act of 1917, (8 U. 8. C., sec. 132).

SEkc. 506, For the purposes of this title, the Secretary of Labor ts authorized—

(1) to enter into agreements with Federal and State agencies; to utilize (pur-
suant to such agreements) the facilities and services of such agencies; and to allo-
cate or transfer funds or otherwise to pay or reimburse such agencies for expenses
in connection therewith; _ :

(2) to accept and utilize voluntary and uncompensated services; and

(8) when necessary to supplement the domestic agricultural labor force, to co-
operate with the Secretary of State in negotiating and carrying out agreements or

- arrangements relating to the employment in the United States, subject. to the

immigration laws, of agricultural workers from the Republic of Mexico.

SEec. 607. For the purposes of this title— N

(1) The term ‘“‘agricultural employment’’ includes services or activities included
within the provisions of section 3 (f) of the Fair Labor Standards Act of 1938, as
amended, or section 1426 (h) of the Internal Revenue Code, as amended.

(2) The term “employer’ shall include an association, or other group, of employers,
but only if (A) those of its members for whom workers are being obtained are bound, in
the event of its default, to carry out the obligations undertaken by it pursuant to section
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502, or (B) the Secrelary determines that such individual liability is not necessary
to assure performance of such obligations.

SEc. 508. Nothing in this Act shall be construed as limiting the authority of the
Attorney General, pursuant to the general immaigration laws, to permit the impor-
tation of aliens of any nationality for agricultural employment as defined in section
507, or to permit any such alien who entered the United States legally to remain for
the purpose of engaging in such ag‘ricultural employment under such conditions and
for such time as he, the Attorney General, shall specify.

SEc. 509. No workers shall be made avatlable under this title for employment
after December 31, 1952.

SociaL SECURITY ACT, AS AMENDED
* * * * * * ¥
SEc. 210. For the purposes of this title—

Employment

(a) The term ‘‘employment’ means any service performed after 1936 and prior
to 1951 which was employment for the purposes of this title under the law ap-
plicable to the period in which such service was performed, and any service, of
whatever nature, performed after 1950 either (A) by an employee for the person
employing him, irrespective of the citizenship or residence of either, (i) within the
United States, or (ii) on or in connection with an American vessel or American
aircraft under a contract of service which is entered into within the United States
or during the performance of which and while the employee is employed on the
vessel or aircraft it touches at a port in the United States, if the employee is em-
gloyed on and in connection with such vessel or aircraft when outside the United

tates, or (B) outside the United States by a citizen of the United States as an
employee for an American employer (as defined in subsection (e)); except that,
in the case of service performed after 1950, such term shall not include—

(1) (A) Agricultural labor (as defined in subsection (f) of this section) per-
formed in any calendar quarter by an employee, unless the cash remuneration
paid for such labor (other than service described in subparagraph (B)) is $50
or more and such labor is performed for an employer by an individual who is:
regularly employed by such employer to perform such agricultural labor.
For the purposes of this subparagraph, an individual shall be deemed to be
regularly employed by an employer during a calendar quarter only if—

(1) such individual performs agricultural lsbor (other than service
described in subparagraph (B)) for such employer on a full-time basis
on sixty days during such quarter, and

(ii) the quarter was immediately preceded by a qualifying quarter.

For the purposes of the preceding sentence, the term *‘qualifying quarter’” means
(I) any quarter during all of which such individual was continuously employed by
such employer, or (II) any subsequent quarter which meets the test of clause (i) if,
after the last quarter during all of which such individual was continuously em-
ployed by such employer, each intervening quarter met the test of clause ().
Notwithstanding the preceding provisions of this subparagraph, an individual
shall also be deemed to be regularly employed by an employer during a calendar
quarter if such individual was regularly employed (upon application of clauses (i)
and (ii)), by such employer during the preceding calendar quarter.

(B) Service performed in connection with the production or harvesting of any
commodity defined as an agricultural commodity in section 15 (g) of the Agri-
cultural Marketing Act, as amended, or in connection with the ginning of cotton;

(C) Service performed by foreign agricultural workers under contracts entered into
tn accordance with title V of the Agriculiural Act of 1949, as amended.

INTERNAL REVENUE CoDE, AS AMENDED

SEC. 1426 * * *

(b) EmpLoYMENT.—The term ‘‘employment” means any service performed
after 1936 and prior to 1951 .which was employment for the purposes of this
subchapter under the law applicable to the period in which such service was per-
formed, and any service, of whatever nature, performed after 1950 either (A) by
an employee for the person employing him, irrespective of the citizenship or
residence of either, (i) within the United States, or (ii) on or in connection with
an American vessel or American aircraft under a contract of service which is en-
tered into within the United States or during the performance of which and while
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the employee is employed on the vessel or aircraft it touches at a-.port in the
United States, if the employee is emgloyed on and in connection with such vessel
«©or aircraft when outside the United States, ot (B) outside the United States by a
citizen of the United States as an employee for an American employer (as defined
in subsection (i) of this section); except that, in the case of service performed
after 1950, such term shall not include—

(1) (A) Agricultural labor (as defined in subsection (h) of this section)
performed in any calendar quarter by an employee, unless the cash remunera-
tion paid for such labor (other than service described in subparagraph (B)) is
$50 or more and such labor is performed for an employer by an individual
who is regularly employed by such employer to perform such agricultural
labor. For the purposes of this subparagraph, an individual shall be deemed
to be regularly employed by an employer during a calendar quarter only if—

(D) such individual performs agricultural labor (other than service de-
scribed in subparagraph (B)) for such employer on a full-time basis on
sixty days during such quarter, and .

(i1) the quarter was immediately preceded by a qualifying quarter.

For the purposes of the preceding sentence, the term “qualifying quarter”
means (I) any quarter during all of which such individual was continuously

- .employed by such employer, or (II) any subsequent quarter which meets the
test of clause (i) if, after the last quarter during all of which such individual
was continuously employed by such employer, each intervening quarter met
the test of clause (i). Notwithstanding the preceding provisions of this sub-
paragraph, an individual shall also be deemed to be regularly employed by
an employer during a calendar quarter if such individual was regularly
employed (upon application of clauses (i) and (ii)) by such employer during
the preceding calendar quarter.

(B) Service performed in connection with the production or harvesting of
any commodity defined as an agricultural commodity in section 15 (g) of the
Agricultural Marketing Act, as amended, or in connection with the ginning
of cotton;

(C) Service performed by foreign agricultural workers under coniracts entered
into in accordance with title V of the Agricultural Act of 1949, as amended.

O
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Mr. HumeHREY, from the Committee on Agriculture and Forestry,
submitged the following

MINORITY VIEWS

[To accompany S. 984}

This bill, S. 984, was favorably reported by the committee, after
hearings, but before the issuance of the report of the President’s
Commission on Migratory Labor on .April 7, 1951.

The President’s Commission was created in June 1950 to inquire,
among other matters, into:

(a) social, economic, health and educational conditions among migratory
workers, both alien and domestic, in the United States;

(b) problems created by the migration of workers, for temporary employment,
into the United States, pursuant to the immigration laws or otherwise;

(¢) whether sufficient numbers of local and migratory workers can be obtained
from domestic sources to meet agricultural labor needs and, if not, the extent
to which the temporary employment of foreign workers may be required to
supplement the domestic labor supply.

The Commission held 12 public hearings in Brownsville, Tex.;
El Paso, Tex.; Phoenix, Ariz.; Los Angeles, Calif.; Portland, Oreg.;
Fort Collins, Colo.; Memphis, Tenn.; Saginaw, Mich.; Trenton,
N. J.; West Palm Beach, Fla.; and two in Washington, D.C. The
hearings comprised 26 volumes available to the public. The pub-
lished report of the Commission comes to 188 pages.

The findings of the Commission bear directly upon the legislation
under consideration.

There is no doubt but thatit would be far preferable had the members
of the committee and the Senate had opportunity to study the report
of the Commission before voting and considering this bill.

The reason given for proceeding on this bill at this time is the
urgency to enact legislation to enable importation of Mexican agri-
cultural workers beyond June 31, 1951.

The minority, after considering this bill in the light of the Com-
mission’s report, believes that the problem of migratory labor is an
interrelated one, and affects workers within the United States and
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in other countries as well. It should be studied in its broad ramifica-
tions and comprehensively rather than by piecemeal legislation such
as this. The Committee on Labor and Public Welfare through its
Subcommittee on Labor and Labor-Management Relations, and in
accordance with the Legislative Reorganization Act, has now begun
such a study with a view to legislation. The interests of the United
States and of American workers would be best protected were the
Congress to approach the problem of migratory labor in such a perspec-
tive. We would far prefer, therefore, to have this bill delayed until
the Congress is prepared to consider and enact comprehensive man-
power legislation.

Within the limits of S. 984 and its limited objectives, the minority,
in the light of the Commission report, has certain modifications and
amendments to present which are presented here in topical form.

The fundamental legislative assumption behind this bill is that an
agricultural labor shortage exists which requires the immediate im-
portation of foreign labor for its relief. The majority in describing
the background of the legislation under consideration observes that—

Throughout World War II and since the termination of hostilities, it has been
necessary to import agricultural workers from foreign countries in order to assist
in the produection of adequate supplies of food and fiber for domestic consumption
in the United States and for export.

The report of the President’s Commission bears this out, but the
startling finding of the Commission in this matter is—

From 1945 through 1948, we employed a continuously larger hired labor force
even though our work requirement (total man-hours) was gradually declining,
In other words, we have been using more workers to achieve the same or slightly
less work, and have thereby been redueing the work contribution per worker.
;I‘his fact 1(irs strikingly reflected in the amount of employment received per hired
arm worker.

Days of farm work
per farm worker

1946 e e c e mam e 113
1947 e e e e e e e cmmm e ‘. 106
1948 et me e mmm e mmmtm——mmmm e —— 104
1949 e e e s e e e 90

The Commission comments, “The migratory worker gets so little work
that for him, employment is only incidental to unemployment.”

It is the view of the President’s Commission that the human resource
in agriculture is used extravagantly. However, the Commission
recognizes that more efficient utilization of agricultural labor will take
time, that it cannot be expected to occur in a few weeks or months.
Accordingly, it make divergent recommendations with respect to the
importation of foreign workers, one recommendation for the short-run
and one recommendation for the long-run. For 1951, it recommends
that “No special measures be adopted to increase the number of alien
contract laborers beyond the number admitted in 1950.” For the
long-run it recommends that ‘“Future efforts be directed toward
supplying agricultural labor needs with our own workers and elimi-
nating dependence on foreign labor.”

The finding of the President’s Commission with respect to the
underutilization of agricultural manpower corroborates the research
of the staff of the Jomt Committee on the Economic Report which

ublished its findings in a joint committee print, Underemployment of
ural Families, February 2, 1951. The staff of the Joint Committee
- on the Economic Report was concerned with farm workers as a whole
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rather than primarily migrant workers. Through analysis of five
groups of low-income farm workers it reached the conclusion:

If the workers in these five groups of rural families could be employed at jobs
where they would produce as much as the average worker on the medium-sized
commercial family farm or the average rural nonfarm worker, the production
and output of rural people would be increased 20 to 25 percent. This is the
equivalent of adding 2,500,000 workers to the total labor force.

If there is any justification to the bill, therefore, it is to meet an
immediate, temporary need. Considered in the restricted terms
in which its sponsor put forward the bill, certain further changes may
be made in S. 984 to incorporate certain of the findings of the Presi-
dent’s Commission. It is believed that proposed changes might use-
fully be considered against four broad criteria:

(1) That the Mexican-importation program be carried out in such a
manner as to minimize detriment to American workers.

(2) That devices be strengthened for assuring that both parties to
the individual work contract—employer and employee—will live up
to their agreements.

(8) That more effective measures be taken to meet the wetback
problem.

(4) That the cost to the public of the Mexican importation program
be kept to & minimum,

With respect to the first proposition, certain further changes in
S. 984 suggest themselves. Section 503 of the committee bill provides
that foreign workers may be made available where the Director of
State Employment Security for the area of use has determined and
certified that willing, able and qualified domestic workers are not
available for employment at the time and place needed.

In substituting the director of State employment for the United
States Secretary of Labor, S. 984 makes an abrupt departure from
past immigration policy. Under section 3 of the 1917 immigration
law, contract laborers are not admissible to the United States except
under discretionary powers granted the Commissioner General of
Immigration with the approval of the Secretary of Labor. In our
view, it would be a step backward to change this and to call for
certification by the State director of employment. In our American
economy we have a national market. This s true of labor in the same
way it is true of automobiles and radios. To propose State determina-
tion labor shortage is the same as to propose State autonomy in
tariff matters. A labor shortage must be determined from a national
perspective.

In order that all interested groups may have the opportunity of
effectively expressing their views as to the need for foreign workers,
it is proposed that the Secretary of Labor hold public hearings in
areas of alleged labor shortage. In this way he may receive the
advice of all interested parties.

Inasmuch as a labor supply is necessarily determined in terms of
the attractiveness or unattractiveness of the employment offer, it is
clearly impossible to know whether or not a shortage of domestic
workers exists until domestic workers have been offered the terms and
conditions of employment extended to foreign workers. It might at
first be thought that domestic workers customarily were offered terms
and conditions of employment comparable to those offered foreign
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and offshore workers. The finding of the President’s Commission in
this mattér is quite the opposite. The Commission observes:

* * * employers, as a rule, refuse to extend to * * * [domestic migra-
tory workers] the guaranties they give to alien workers whom they import under
contract. These include guaranties of employment, workmen’s compensation,
medical care, standards of sanitation, and payment of the cost of transportation.
[Emphasis added.]

We believe further protection should be given domestic workers
under the Mexican importation program by adding the requirement,
before certifying the need for foreign workers, that reasonable efforts
will have been made to secure American workers for the employment.
This further emphasizes the important role of the Farm Placement
Service of the United States Employment Service in assisting workers
to find employment. .

S. 984 exempts workers brought in under its provisions from the
Federal old-age and survivors insurance provisions of the Social
Security Act.

The bill amends the Internal Revenue Code so as to exclude the
service performed by such workers from the contribution provisions
of the law as well as from the benefit provisions of the insurance
program under the Social Security Act. Both the employer and the
employee are exempted from the social-security tax.

Under the amendments to the Social Security Act, enacted by the
Congress in 1950, a limited group of ‘‘regularly employed”’ agricul}t,aura.l
workers were brought in under the insurance provisions effective
January 1, 1951. In order for an agricultural worker and his employer
to become subject to the insurance contributions, an individua{)must
work for one employer for at least 60 days each out of two consecutive
quarters, before any of his agricultural work becomes subject to the
contribution provisions of the insurance program. In most cases,
it will be necessary for an individual to work 6 ot 8 months for one
agricultural employer before any of his agricultural work will be
subject to contributions under the insurance program. Due to the
relatively short period of time that Mexican contract workers work
for a single employer, very few of them will meet the stringent
requirements of the new law and consequently very few of them and
their employers will be subject to the social-security contributions.
It is estimated that not more than 3,000 to 5,000 Mexican workers
would become subject to the social-security provisions under the
terms of the proposed program and, of course, if all of the Mexican
agricultural labor brought into this country return to Mexico within
a%f)ut 5 or 6 months, there would be none of the Mexican nationals
who would become subject to the contribution provisions of the
insurance program. ‘

But it is still true that the exclusion of Mexican workers from the
insurance program could result in the hiring of such workers in prefer-
ence to American workers since their employers would have the com-
petitive advantage of not paying social-security contributions and it
appears to be undesirable to give employers, as a matter of general
congressional policy, a financial incentive to hiring foreign labor as
against hiring domestic labor.

The major issue, therefore, that is raised by the provision exempting
Mexican nationals from the social-security provisions of the law is a
matter of fundamental principle and national policy. Since its enact-
ment in 1935, the insurance program under the Social Security Act
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has covered individuals in specific types of jobs in the United States
without regard to the nationality of the individual. It should be noted
that social-insurance systems in a number of foreign countries, includ-
ing Mexico, do not discriminate against American nationals perform-
ing services in covered employment. This principle of nondiscrimina-
tion as between the United States nationals and the nationals of other
countries has been advocated and endorsed by the International Labor
Organization, by numerous representatives of social-security institu-
tions of various countries, and by the Inter-American Committee on
Social Security. A change in this policy which would establish the
principle of exclusion because of nationality may eventually result in
more harm than good because of the possibility of criticism arising
against the United States for discrimination in the application of its
social laws. Such criticism would not be in the long-run interest of the
United States in world affairs. ,

One of the reasons given for supporting the exemption in the pro-
posed Dbill is that the employee should not be required to pay the
payroll tax if he is not going to become eligible for any social-security
benefits. This difficulty can be overcome by the employer paying
the employee contribution as well as his own, without deducting the
employee contribution from the employee’s wages. This policy is
permitted under the present law.

It should be pointed out that that many Mexican nationals are
already covered under the insurance program and will continue to be
covered under the insurance program in the future. Mexican nation-
als who come to the United States for employment and work in jobs
covered under the insurance system have been covered under the
program since it first began in 1937. Many Mexican nationals
employed in the manufacturing industry, canning, service trades, and
domestic service are now contributing to the insurance system. The
exemption of one group of Mexican workers while retaining coverage
for other groups of Mexican workers would introduce undesirable
discrimination. If the employment is rendered within the United
States, the present law provides for contributions being paid on such
service and benefits being paid to Mexican nationals and their families
even though they may be residing in Mexico. At the present time,
the Social Security Administration is making payments to Mexican
nationals residing in Mexico based upon the employment contributions
made for service under the law.

If, despite these various considerations, the Congressis of the opinion
that some special arrangements should be made on behalf of Mexican
nationals brought into the United States for short-term employment,
it is suggested that consideration be given to the desirability of trans-
ferring the contributions made on behalf of the Mexican contract
workers to the Mexican Social Insurance Institute. Such an arrange-
ment would be consistent with a sound policy of international coopera-
tion of nondiscrimination of nationals to other countries and eliminate
any contention of giving an incentive to employment of foreign na-
tionals to the detriment of domestic labor.

Before embarking upon a policy which may have far-reaching impli-
cations and adverse effects upon the insurance program and upon our
foreign policy, it is recommended that the exemption provision in the
bill be deleted pending the final determination of a long-run policy in
keeping with the principles upon which our social insurance program
has been based in the past.
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. “Notwithstanding any other provision of law or regulation” S. 984
exempts employers of Mexican workers from postin%bon'd to guarantee
departure of these workers. It is understandable how the committee
recommended this step. It received much testimony on the expense
and the frequent unfairness to employers of the bond requirement.
Employers testified before the committee that under the existing pro-
vision of the law they were required to post bond to guarantee depar-
ture of the worker, yet they did not have it within their power to hold
the worker to employment. If the worker took it in mind to walk off
some night, there was no way that they could stop him.

Important as this factor is in determining policy on this question,
certain other considerations need to be taken into account. While it
is true that the employer does not have the power to compel the worker
to remain in his employment, the President’s Commission found that
there tended to be correlation over a period of years in the rate of
desertions from employers. The Commission found that—

Desertions from individual contracting employers range from as low as 4 per-
eent to as high ag 50 percent. Moreover;, it is noted that there is a tendency for
those employers having a high desertion rate in 1 year also to have a high de-
gsertion rate the next., We interpret this to mean that desertions from contract

vary with individual management and working conditions. Where these are good,
the desertions are low.

While such correlation could not be taken to explain each individual
desertion, the evidence of continuing high desertion rates from some
employers and continuing low desertion rates from other employers is
so striking, that a relationship between desertion and working con-
ditions would seem inescapable. Accordingly, we are of the view
that while it is appropriate to recognize that no employer has it
wholly within his power to guarantee contract workers remaining in
employment, that he does, however, have a measure of control in this
respect.

In discussion of the Mexican contract, it is useful briefly to note
practice with respect to the bond requirement for other foreign workers
and for Mexican workers in earlier years. On this point, the Presi-
dent’s Commission observes:

These bonds, for British West Indians, have been as high as $500 per head.
For Mexicans, the bond is now $25 per head. For Bahamians, it is $50; for
Jamaicans, $100. In 1950, the bond for Mexicans was set at é50, but under
pressure from employers, the amount was reduced to $25.

If the bond provision for Mexican workers were altogether removed,
the present inequity in the differing sizes of these bond requirements
would be further heightened. :

Before considering abandonment of the bond requirement, it is
appropriate to examme the thinking which led to the enactment of
the provision originally. The 1917 immigration law was concerned
with protecting the standards and conditions of work for American
workers from the competition of cheaper immigrant labor. It, there-
fore, flatly prohibited admission of contract labor, but to provide for
unusual or emergency situations granted discretionary authority to
the Commissioner General of Immigration with the approval of the
Secretary of Labor for temporary admission of such labor. In order
to regulate and control the temporary admission of otherwise inadmis-
sible aliens, the act called for the exaction of bonds. Inasmuch as we
are today still vitally concerned with the protection of the standards
for American workers, we believe that when exception is made and
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emergency importation of contract labor permitted that it should be
accompanied by regulatory and controlling devices. We are, there-
fore, convinced that it would be unwise to abandon this protection to
American workers. .

In order to assure effective and satisfactory contract operations, it
is fundamental that both parties to a contract live up to the obliga-
tions assumed. One of the complaints of the Government of Mexico
has been the unsatisfactoriness of measures taken in the past to
assure that United States employers will live up to the terms of the
individual work contract. Accordingly, it will be noted that S. 984
provides that the United States Government guarantee “‘performance
by employers of provisions of such contracts relating to the payment
of wages or the furnishing of transportation.” We are of the view
that this provision should be broadened to include other payments
due under such contracts. Similarly, it is felt appropriate to ~slk
the Government of Mexico to take such measures as it deems appro-
priate to assure that workers coming to the United States under this
program, will honor their obligations under the contract.

In order to assure more satisfactory performance on the part of
both parties to the individual work contracts, we believe that the

ievance machinery should be materially strengthened. The Presi-

ent’s Commission found that—

The lack of an appropriate way of resolving employer-worker differences is
one of the main reasons for a large proportion of Mexican nationals returning

home before the completion of their contracts or simply deserting or ‘‘skipping”
their contracts. :

Existing conciliation machinery is not adequate. The President’s
Commission observes:

Complaints alleging violation of the individual work contract may be initiated
in three ways: Officially by the United States Employment Service or privately
by either worker or employer. If an officially initiated complaint is not adjusted,
the Mexican consulate.is called in for a joint investigation. Complaints from
workers may be received by the United States Employment Service or submitted
through the appropriate Mexican consulate. omplaints by employers are
received by the United States Employment Service. On all types of complaints
the Mexican consulate may be called in for joint investigation and determination.

As a matter of practice, we find that while employers may refer some complaints
to the United States Employment Service, workers’ complaints are ordinarily
referred initially to the Mexican consulate. Let it be borne in mind that this
conciliation procedure is contained in the international agreement (in English,
which the typical Mexican worker cannot read) but is incorporated only by refer-
ence in the individual work contract (where the Spanish-reading Mexican worker
finds out in Spanish that there is a conciliation procedure available to him if he
could read English).

In 1950, the United States Employment Service had nine inspectors
detailed to handle grievances under the Mexican program. This
number has recently been increased to 15, but this still seems alto-
%ether_madequate. We again quote the report of the President’s

ommission:

For the farm employer or association of farm employers, the conciliation
provision may be somewhat more adequate than it is for the foreign workers with
a language handicap in a strange land. To expect the Mexican contract worker
to locate one of the nine United States Employment Service inspectors or to
relay his complaint to them through the State employment service is to expect
more than is within his capability. Consequently, if he can get in touch with
the Mexican consulate, that is about the best he can do. This cumbersome
and complicated procedure, involving several Government agencies in general
and noneinparticular, encouragesdesertion in place of making a complaint because
every complaint has the potentiality of being lost or ignored,
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Accordingly, we recommend that the United States Employment
Service expand its conciliation service.

We believe that S. 984 does not go far enough in meeting the
serious social,. economic, and security problem represented by the
influx of hundreds of thousands of wetbacks over our southern border.
The committee comments on ‘‘the great economic and social problems”’
-which the wetbacks represent.

The concern of the committee with the wetback problem is fully
shared by the President’s Commission. The one difference between
the two groqu could be said to.relate to the estimate concerning the
magnitude of the recent ‘‘invasion,” which the committee puts at
1,000,000. The President’s Commission is more conservative in its
estimate of the number of wetbacks. The Commission uses the
figure of half a million. -

The committee explicitly comments on the inadequacy of present
measures to deal with the wetback problem. Its concern is reflected
in the important amendment to section 501 of the bill prohibiting
recruitment of wetbacks. Possibly through oversight, the comparable
amendment to section 504 has not been made, so that as the bill
currently stands it is inconsistent on this vital point. It is accordingly
proposed that 504 be amended in the manner of 501. The term
‘‘vital”’ is used deliberately, for it is the view of the President’s Com-
mission that one of the most important factors in the recent accelera-
tion of the wetback traffic is the legalization of illegals. It comments:

The latest and probably worst stage in this erosion of immigration law was
when, under the authority of the ninth proviso, Mexican wetbacks were legalized
and placed under contract. The ninth proviso allows the temporary admission
and return of otherwise inadmissible aliens—under rules and conditions. * * *
In the contracting of wetbacks, we see the abandonment of the concept that the
ninth proviso authority is limited to admission. A wetback is not admitted; he
is already here, unlawfully. We have thus reached a point where we place a
premium upon violation of the immigration law.

Prohibition of the legalization of workers illegally in the United
States, while most important to the solution of the wetback problem,
is not enough to meet the dimensions of the current “invasion.”
The President’s Commission suggests other valuable steps which may
be taken. It recommends that legislation be enacted making it unlaw-
ful to employ aliens illegally in the United States. It recommends
that the Immigration and Naturalization Service be given clear
statutory authority to enter places of employment to determine if
illegal aﬁens are employed. We are of the view that these recom-
mendations of the President’s Commission are of utmost importance.
. The fourth criterion which we proposed as guide to the measures
to be included in a Mexican importation program, is that the cost of
the program to the public be kept to a minimum. We view as
unrealistic the figure of $20 to cover the round-trip cost of transpor-
tation -of workers between recruitment centers in Mexico and recep-
tion centers in the United States as well as their subsistence during
this period. In this connection, it is pertinent to bear in mind that
it would be highly unusual if workers were hired by United States
employers directly upon their arrival at the reception centers. There-
fore, subsistence needs to be considered not only during the period
of travel but for the period that they spend at the reception center
awaiting employment.

Huperr H. HuMpHREY.



APPENDIXES

APPENDIX A
RECOMMENDATIONS oF THE PrEsipENT'S COMMISSION ON MicrATORY LABOB
I. FEDERAL COMMITTEE ON MIGRATORY FARM LABOR

We recommend that:

(1) There be established a Federal Committee on Migratory Farm Labor, to
be appointed by and responsible to the President.

(2? The Committee be composed of three public members and one member
from each of the following agencies:

Department of Agriculture,

Department of Labor,

Department of State,

Immigration and Naturalization Service, and
Federal Security Agency.

(3) The public members be appointed by the President. One public member
should serve full time as chairman and the other two on a part-time basis. The
Government representatives should be appointed by the President on the nomina-~
tion of the heads of the respective agencies. The Committee should have author-
ity, within the limits of its appropriation, to establish such advisory committees
as it deems necessary.

(4) The Federal (gommittee on Migratory Farm Labor have the authority and
responsibility, with adequate staff and funds to assist, coordinate, and stimulate
the various agencies of the Government in their activities and policies relating to
migratory farm labor, including such investigations and publications as will con-
tribute to an understanding of migratory farm-labor problems, and to recommend
to the President, from time to time, such changes in administration and legislation
as may be required to facilitate improvements in the policies of the Government
relating to migratory farm labor. e Committee should undertake such specific
responsibilities as are assigned to it in the recommendations set forth in this
report and as may be assigned to it by the President.

n general, however, the Committee should have no administrative or operating
responsibilities; these should remain within the respective established agencies
and departments.

(5) Similar agencies be established in the various States. The responsibilities
and the activities of the Federal Committee on Migratory Farm Labor and those
of the agencies established in the States should be complementary and not com-
petitive. The State agencies should be encouraged to carry forward those pro-
grams in behalf of migratory farm workers which, by their nature, fall within the
responsibility of individual States. The Federal Committee will have major
concern with interstate, national, and international activities. But at all times
there should be close consultation between the Federal and State agencies and a
two-way flow of information, suggestions, and effective cooperation.

II. MIGRATORY FARM LABOR IN EMERGENCY

Our investigations of the present farm labor problem and our analysis of this
country’s experience during the years of World War II and since, point to certain
conclusions which to us seem inescapable in the present emergency. We there-
fore recommend that:

(1) First reliance be placed on using our domestic labor force more effectively.

(2) No special measures be adopted to increase the number of alien contract
laborers beyond the number admitted in 1950,

(3) To meet any supplemental needs for agricultural labor that may develop,
preference be given to citizens of the offshore possessions of the United States,
such as Hawaii and Puerto Rico.

9



10 IMPORTATION OF FOREIGN AGRICULTURAL WORKERS

(4) Future efforts be directed toward supplying agricultural labor needs with
our own workers and eliminating dependence on foreign labor.

III. ALIEN CONTRACT LABOR IN AMERICAN AGRICULTURE

We recommend that—

(1) Foreign labor importation and contracting be under the terms of inter-
governmental agreements which should clearly state the conditions and standards
of employment under which the foreign workers are to be employed. These
should be substantially the same for all countries. No employer, employer’s
representative or association of employers, or labor contractor should be per-
mitted to contract directly with foreign workers for employment in the United
States. This is not intended to preclude employer participation in the selection
of qualified workers when all other requirements of legal importation are fulfilled.

(2) The United States-Mexican intergovernmental agreement be in terms that
will promote immigration law enforcement. The Department of State should
negotiate with the Government of Mezxico such a workable international agree-
ment as will assure its operation as the exclusive channel for the importation of
Mexican nationals under contract, free from the competition of illegal migration.

(8) Administration of foreign labor recruiting, contracting, transporting, and
agreements be made the direct responsibility of the Immigration and Natural-
ization Service. This should be the principal contracting agency, and private
employers should secure their foreign workers exclusively from the Immigration
and Naturalization Service.

(4) The Farm Placement Service of the United States Employment Service
certify to the Immigration and Naturalization Service and to the Federal Com-
mittee on Migratory Farm Labor when and if labor requirements cannot be filled
from domestic sources and the nurabers of additional workers needed. On alien
contract labor, the United States Employment Service and the various State
employment services should be advised by the tripartite advisory council provided
for in the. Wagner-Peyser Act, or by tripartite subcommittees of the council.
However, no certification of shortage of domestic labor should be made unless
and until continental domestic labor has been offered the same terms and condi-
tions of employment as are offered to foreign workers. After certifying the need
for foreign workers, the United States Employment Service should have no ad-
ministrative responsibilities in connection with any foreign labor program.

(5) In accordance with the policies of the Federal Committee on Migratory
Farm Labor, the Immigration and Naturalization Service arrange, subject to the
terms of the intergovernmental agreements then in force, for the importation of
the number of qualified foreign agricultural workers certified as needed by the
United States Employment Service, and transport them to appropriate reception
and contracting centers in the United States.

(6) The Immigration and Naturalization Service deliver the imported workers
to the farm employers who have submitted the necessary applications and bonds,
and who have signed individual work agreements. Employment should be under
the general supervision of the Immigration and Naturalization Service. An
adequate procedure for investigating and resolving complaints and disputes
originating from either party should be negotiated in the international agreements
and should be incorgorated in the standard work contracts. The Immigration
and Naturalization Service should be authorized to terminate any contract of
employment and remove the workers, and to refuse to furnish foreign workers
to any employer or association of employers when there has been repeated or will-
ful violation of previous agreements, or where there is reasonable doubt that the
terms of the current agreement are being observed. The Immigration and
Napura.hzatmn Service should, in the discharge of its obligations, receive such
assistance from the United States Employment Service as it may request.

(7) Puerto Rico and Hawaii, as possessions of the United States, be recognized
as part of the domestic labor supgly, and workers from these Territories be
accorded preference over foreign labor in such employment as they are willing
and suited to fill.

(8) W'here‘ & government-to-government agreement provides for the payment
of the prevailing wage to foreign contract workers, this wage be ascertained by

ublic authority after a hearing. The policies, procedures, and responsibilities

111‘1vl§)cl)ved should be determined by the Federal Committee on Migratory Farm
abor.
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IV. THE WETBACK INVASION—ILLEGAL ALIEN LABOR IN AMERICAN AGRICULTURE

We recommend that—

(1) The Immigration and Naturalization Service be strengthened by (a) clear
statutory authority to enter places of employment to determine if illegal aliens
are employed, (b) clear statutory penalties for harboring, concealing, or trans-
porting illegal aliens, and (¢) increased appropriations for personnel and equip-
ment.

(2) Legislation be enacted making it unlawful to employ aliens illegally in the
United States, the sanctions to be {a) removal by the Immigration and Naturaliza-~
tion Service of all legally imported labor from any place of employment on which
any illegal alien is found employed; (b) fine and imprisonment; (¢) restraining
orders and injunctions; and (g) prohibiting the shipment in interstate commerce
of any product on which illegal alien labor has worked.

(3) Legalization for employment purposes of aliens illegally in the United States
be discontinued and forbidden. This is not intended to interfere with handling
of hardship cases as authorized by present immigration laws.

(4) The Department of State seek the active cooperation of the Government
of Mexico in a program for eliminating the illegal migration of Mexican workers
into the United States by (a) the strict enforcement of the Mexican emigration
laws, (b) preventing the concéntration, in areas close to the border, of surplus
supplies of Mexican labor, and (¢) refraining from attempts to obtain legalization
for employment in the United States of Mexican workers illegally in this country.

V. HOW MIGRATORY WORKERS FIND EMPLOYMENT

We recommend that:

(1) Federal legislation be enacted to prohibit interstate recruitment of farm
labor by crew leaders, labor contractors, employers, employers’ agents, and other
private recruiting agents except when such agents are licensed by the Department
of Labor. The Federal Committee on Migratory Farm Labor should develop
appropriate standards for regulating and licensing such private agents.

2) States enact legislation and establish enforcement machinery to regulate
and license labor contractors, crew leaders, and other private recruiting agents
operating intrastate, such legislation to include private solicitors or recruiters
operating on a fee or nonfee basis, either part time or year round. The
standards of regulation should at least equal those established by the Federal
Committee on Migratory Farm Labor. The recommendations of the Governor’s
Committee of California suggest the form and content of such State legislation.

(3) The United States Employment Service and the State employment services
adopt a policy of refusing to refer workers to crew leaders, labor contractors,
or private recruiting agents for employment.

4) The United States Employment Service adopts regulations and adminis-
trative procedures to safeguard interstate recruiting and transporting of workers,
by providing that—

(@) Terms of employment be reduced to writing, such written terms to contain
a provision for the adjustment of grievances.

(b) Housing and transportion arrangements available to workers meet the
rfirl;imum standards established by the Federal Committee on Migratory Farm

abor.

(¢) State employment services shall not recruit farm workers outside their
States or assist in bringing farm workers in from other States unless the United
States Employment Service is assured that the State does not have the necessarv
labor available within its own borders.

(5) Neither the United States Employment Service nor State employment
services join with employers, employers’ associations, or other private recruiting
agents in mass advertising for interstate recruitment.

(6) In order to achieve better utilization of the national domestic farm-labor
supply, States having legislation restricting recruitment of workers for out-of-State
employment (emigrant agent laws) undertake repeal of such legislation.

(7) The Federal Committee on Migratory Farm Labor establish transportation
standards of safety and comfort (including in-transit rest camps). States should
be guided by the transportation standards of the Federal Committee on Migratory
Farm Labor as minimum conditions to govern intrastate transportation of migra-
tory farm workers.

(8) The United States Employment Service and the State employment services
be advised on farm-labor questions by the tripartite advisory councils as provided
for in the Wagner-Peyser Act or by tripartite subcommittees of the councils.
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VI. EMPLOYMENT MANAGEMENT AND LABOR RELATIONS

We recommend that:

(1) The Agricultural Extension Service, through its Federal office and in those
States where migratory labor has significant proportions, make instruction in
farm-labor management and labor relations available to farm employers and to
farm employees. The Agricultural Extension Services should also make available
advice and counsel for the organizing of farm-employer associations similar to those
sponsored during World War II, which associations should have the purpose of
pooling their joint labor needs to promote orderly recruiting, better employer-
worker relations, and more continuous employment.

(2) The Labor-Msanagement Relations Act of 1947 be amended to extend
coverage to employees on farms having a specified minimum employment.

VII. EMPLOYMENT, WAGES, AND INCOMES

We recommend that:

(1) The Congress enact minimum-wage legislation to cover farm laborers,
including migratory laborers.

(2) State legislatures give serious consideration to the protection of agricultural
workers, including migratory farm workers, by mihimum-wage legislation.

(3) Federal and State unemployment compensation legislation be enacted to
cover agricultural labor.

(4) Because present unemployment compensation legislation is not adapted to
meeting the unemployment problems of most migratory farm workers, the
Federal Social Security Act be amended to provide matching grants to States for
general assistance on the condition that no needy person be denied assistance
because of lack of legal residence status.

VIII. HOUSING

We recommend that:

(1) The United States Employment Service not recruit and refer out-of-State
agricultural workers and the Immigration and Naturalization Service not import
foreign workers (pursuant to certifications of labor shortage) unless and until:

(@) The State in which the workers are to be employed has established mini-
mum housing standards for such workers together with a centralized agency for
administration and enforcement of such minimum standards on the basis of
periodic inspections. These State housing standards, in their terms and in
administration, should not be less than the Federal standards hereinafter provided.

(b)) The employer or association of employers has been certified as having
available housing, which at recent inspection has been found to comply with
minimum standards for housing then in force in that State.

(2) Federal minimum standards covering all types of on-job housing for
migratory workers moving in interstate or foreign commerce be established and
promulgated by the Federal Committee on Migratory Farm Labor. These
standards, administered through a State license system, should govern site,
shelter, space, lighting, sanitation, cooking equipment, and other facilities relating
to maintenance of health and decency.

(3) Any State employment service requesting aid of the United States Employ-
ment Service in procuring out-of-State workers submit, with such request, a
statement that the housing being offered meets the Federal standards.

(4) The Agricultural Extension Service in those States using appreciable
numbers of migratory workers undertake an educational program for growers
concerning design, materials, and lay-out of housing for farm labor.

(5) The Department of Agriculture be empowered to extend grants-in-aid to
States for labor camps in areas of large and sustained seasonal labor demand
provided the States agree to construct and operate such camps under standards
promulgated by the Federal Committee on Migratory Farm Labor. Since such
projects are to be constructed and operated for the principal purpose of housing
agricultural workers and their families, preference of occupancy should be given
those engaged in seasonal agricultural work. Costs should be defrayed by charges
to occupants.

(6) When housing is deficient in areas where there is large seasonal employment
of migratory farm workers, but where the seasonal labor need is of short duration,
the Department of Agriculture establish transit camp sites without individu
housing. These camp sites should be equipped with water, sanit facilities
including showers, laundry, and cooking arrangements. They should be ade-
quately supervised.
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(7) The Department of Agriculture be authorized, and supplied with the neces-~
sary funds, to extend carefully supervised credit in modest amounts to assist
migratory farm workers to acquire or to construct homes in areas where agricul-
ture is in need of a considerable number of seasonal workers during the crop
season,

(8) States be encouraged to enact State housing codes establishing minimum
health and sanitation standards for housing in unincorporated areas.

(9) The Public Housing Administration of the Housing and Home Finance
Agency develop a rural nonfarm housing program to include housing needs of
migrants in their home-base situation.

IX. HEALTH, WELFARE, AND SAFETY

We recommend that:

(1) In amending the Social Security Act to provide matching grants to States
for general assistance (as we recommend in chapter 7), provision be made to
include medical care on a matching-grant basis for recipients of public assistance
on the condition that no person be denied medical care because of the lack of
legal residence status.

(2) The Public Health Service Act be amended to provide, under the supervi-
sion of the Surgeon General, matching grants to States, to conduct health programs
among migratory farm laborers to deal particularly with such diseases as tuber-
culosis, venereal disease, diarrhea, enteritis, and dysentery, and to conduct health
clinics for migratory farm workers.

(8) The United States Employment Service make no interstate referrals of
migratory farm workers unless the representative of the State requesting the labor
shall give evidence in writing that neither the State nor the counties concerned will
deny medical care on the grounds of nonresidence, and that migratory workers
will be admitted to local hospitals on essentially the same basis as residents of the
local community.

(4) The Federal Committee on Migratory Farm Labor and the appropriate
State agencies undertake studies looking toward the extension of safety and work-
men’s compensation legislation to farm workers.

(5) The Federal Social Security Act be amended to include migratory farm
workers as well as other agricultural workers not now covered under the Old-Age
and Survivors Insurance program.

X. CHILD LABOR

We recommend that—

(1) The 1949 child-labor amendment to the Fair Labor Standards Act be re-
tained and vigorously enforced.

(2) The Fair Labor Standards Act be further amended to restrict the employ-
ment of children under 14 years of age on farms outside of school hours.

(3) State child-labor laws be brought to a level at least equal to the present
Fair Labor Standards Act and made fully applicable to agriculture,

(4) The child-labor provisions of the Sugar Act be vigorously enforced.

XI. EDUCATION

We recommend that:

(1) The Federal Committee on Migratory Farm Labor, through the coopera-
tion of public and private agencies, including the United States Office of Educa~
tion, State educational agencies, the National Education Association, universities,
and the American Council on Education, develop a plan which will provide an
adequate program of education for migratory workers and their childgen. This
may include Federal grants-in-aid to the States.

(2) The Agricultural Extension Services, in fuller discharge of their statutory
obligations to the entire farm population, provide educational assistance to agri-
cultural laborers, especially migratory workers, to enable these people to increase
their skills and efficiency in agriculture and to improve their personal welfare.
The Extension Services should also give instructions to both farm employers and
farm workers on their respective obligations and rights, as well as the opportunities
for constructive joint planning in their respective roles as employers and
employees.

The Agricultural Extension Services should expand their home-demonstration
work to supply the families of farm workers, particularly migratory farm workers,
instruction in nutrition, homemaking, infant care, sanitation, and similar subjects.

In substance, the Commission recommends that the Agricultural Extension
Services assume the same responsibility for improving the welfare of farm workers
as for helping farm operators.
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(3) The Federal Government, in accordance with the long-standing policy that
agricultural extension work is a joint responsibility of the Federal Government
and the several States, share in the cost of the proposed educational program for
farm workers and their families.

AprENDIX B

Excerpr FroM UNDEREMPLOYMENT oF RUrAL Faminies
MIGRATORY FARM' LABOR

Some underemployed farm families leave their farms during the harvest
season and supplement their farm incomes by picking cotton, fruit, potatoes,
tomatoes, or other crops; others forsake their farms entirely and attempt to make

a living by following the crop harvest. Through years of varying economic
conditions relatively permanent groups of workers have developed who meet the
peak-season labor needs in various parts of the country. These are principally
but.not exclusively from farm sources. They have developed rather definite
paths of movement from the winter work areas in Florida, south Texas, Arizona,
and southern California to summer harvest areas in the north.

The number of people in this migratory work force has varied with crop condi-
tions, prices of farm products, displacement by mechanization, and the general
level of nonagricultural employment. It has also changed with the opportunity
to go into urban occupations. According to a Nation-wide survey made in 1949
there were slightly more than 1,000,000 people over 14 years of age in this work
force at that time.® This number includes several hundred thousand workers
from across the Mexican border who compete with domestic labor for the work
that is available.

Farm people who go into the migratory labor force do so from lack of better
opportunity and ther merely change to another and less secure type of underem-
ployment. According to the survey previously mentioned, the average number of
days of employment for migratory workers over the country in 1949 was 101, 70
days in farm work and 31 more in nonfarm employment.

Three factors enter into this underemployment. First, a period of several slack
months when there is little seasonal employment to be found. Second, irregular
and intermittent employment during the harvest season. Some harvests are over-
supplied with workers, others last for such a brief period that the amount of work
obtained by a worker is small. The third factor is too large a supply of workers for
the amount of work available. Migratory workers compete with local seasonal
and year-round workers for employment. The latter, too, then suffer from under-
employment; during 1949, they had a total of 120 days’ employment of which 91
days were in farm work and 29 in nonfarm jobs.?

The earnings from the 101 days of farm work which the migratory workers
obtained in 1949 amounted to an average of $514.7 The value of housing, trans-
portation, and other perquisites amounts to $36 more.! ‘At an average of two
workers per family, total family incomes averaged $1,028 cash or $1,100 with
perquisites. This amount had to feed, clothe, shelter, and educate a family of four.

Underemployment and low earnings are not the only problems among migratory
farm workers. Poor housing, lack of sanitation and medical care, child labor, and
educational retardation of the children, all tend to make them a disadvantaged
group. They have little voice either in community, State, or national affairs
and are unable to make effective demands to relieve their situation. -

Although they are most essential to meet peak season demands for gathering
in the national food supply, they are explicitly excluded from national legislation
which protects and advances the rights of workers. Their position is the most
precarious of any in our economy. They have no definable job rights and are
so far removed from the employer group that they are unable to obtain redress
for grievances.

Rather than hire seasonal and migratory workers directly and individually, it
is & widespread practice among farm employers to hire in crews through labor
contractors, crew chiefs, or labor recruiters. In many areas it is virtually impos-
sible for a worker to obtain a job directly from the farm employer. As a conse-
quence of these practices, a farm worker has to pay heavily from his already-too-
low earnings for the privilege of getting work to do.

¢ Migratory Farm Workers in 1949, Louis J, Ducoft, Bureau of Agricultural Economies, 1950.

1 Migratory Farm Workers in 1648, Louis Ducofl, Bureau of Agricultural Economics, 1949.
19;‘ilz'erqr.lisltes Furnished Hired Farm Workers, Barbara B. Reagan, Bureau of Agricultural Economics,
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April 25, 1951

CONGRESSIONAL RECORD—SENATE

SUPPLYING OF AGRICULTURAL WORKERS
FROM MEXICO

Mr. MCFARLAND. Mr. President, I
move that the Senate proceed to the con-
sideration of Senate bill 984, Calendar
No. 192. 7

The PRESIDING OFFICER. The hill
will be reported by title, for the infor-
mation of the Senate.

The LEecisLaTIVE CrLeERK. A hill (S,
984), Calendar No. 192, to amend the
Agricultural Act of 1949,

The PRESIDING OFFICER. The
question is on agreeing to the motion of
the Senator from Arizona,

The motion was agreed to; and the
Senate proceeded to consider the bill,

* * * * *

4351
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Mr. President, section 505 exempts
agricultural workers imported from
Mexico from social security benefits and
taxes, and withholding of, or payment
of, such taxes by the employers of such
workers. The section further provides
that such workers shall not be subject
to the head tax levied under section 2
of the Immigration Act of 1917,



May 7, 1951

The PRESIDING OFFICER. The bill
having been read the third time, the
question is, Shall it pass?

The bill (S. 984) was passed, as fol-
lows:

Be it enacted, etc., That the Agricultural
Act of 1949 is amended by adding at the end
thereof a new title to read as follows:

«TiTLE V—AGRICULTURAL WORKERS

“SECc. 501, For the purpose of assisting in
such production of agricultural commeodities
and products as the Secretary of Agriculture

CONGRESSIONAL RECORD—SENATE

deems necessary, by supplying agricultural
workers from the Republic of Mexico (pur-
suant to arrangements between the United
States and the Republic of Mexico), the Sec-
retary of Labor is authorized—

“(1) to recruit such workers (including
any such workers temporarily in the United
States under legal entry);

“(2) to establish and operate reception
centers at or near the places of actual entry
of such workers into the continental United
States for the purpose of receiving and hous-
ing such workers while arrangements are
being made for their employment in, or de-
parture from, the continental United States;

“(3) to provide transportation for such
workers from recruitment centers outside
the continental United States to such re-
ception centers and transportation from
such reception centers to such recruitment
centers after termination of employment;

“(4) to provide such workers with such
subsistence, emergency medical care, and
burial expenses (not exceeding $150 burial
expenses in any one case) as may be or be-
come necessary during transportation au-
thorized by paragraph (3) and while such
workers are at reception centers;

“(8) to assist such workers and employers
in negotiating contracts for agricultural em-
ployment (such workers being free to accept
or decline agricultural employment with any
eligible employer and to choose the type of
agricultural employment they desire, and
eligible employers being free to offer agri-
cultural employment to any workers of their
choice not under contract to other em-
ployers);

“(6) to guarantee the performance by
employers of provisions of such contracts
relating to the payment of wages or the
furnishing of transportation,

“SEC. 502. No workers shall be made avail-
able under this title to any employer unless
such employer enters into an agreement with
the United States—

“(1) to indemnify the United States
against loss by reason of its guaranty of such
employer’s contracts;

“(2) to reimburse the United States for
essential expenses, not including salaries or
expenses of regular department or agency
personnel, incurred by it for the transporta-
ti'n and subsistence of workers under this
title in amount not to exceed $20 per worker;
and

“(3) to pay to the United States, in any
case in which a worker is not returned to
the reception center in accordance with the
contract entered into under section 501 (5)
and is apprehended within the United
States, an amount determined by the Secre-
tary of Labor to be equivalent to the normal
cost to the employer of returning other
workers from the place of employment to
such reception center, less any portion there-
of required to be paid by other employers.

“Sec. 503. No workers recruited under this
title shall be available for employment in any
area unless the Secretary of Labor for such
area has determined and certified that (1)
sufficient domestiz workers who are able, will-
ing, and qualified are not available at.the
time and place needed to perform the work
for which such workers are to be employed,
and (2) the employment of such workers
will not adversely affect the wages and work-
ing conditions of domestic agricultural
workers similarly employed, and (3) reason-
able efforts have been made to attract do-
mestic workers for such employment at wages
and standard hours of work comparable to
those offered to foreign workers.

“SEc. 504. Workers recruited under this
title who are aot citizens of the United States
shall be admitted to the United States sub-
Ject to the immigration laws (or if already
in, by virtue of legal entry and otherwise
eligible for admission to, the United States
may, pursuant to arrangements between the
United States and the Republic of Mexico,
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be permitted to remain therein) for such
time and under such conditions as may be
specified by the Attorney General but, not-
withstanding any other provision of law or
regulation, no penalty bond shall be re-
quired which imposes liability upon any per-
son for the failure of any such worker to
depart from the United States upon termina-
tion of employment: Provided. That no work-
ers shall be made available under this title
to, nor shall any workers made available
under this title be permitted to remain in
the employ of, any employer who has in his
employ any Mexican alien when such em-
ployer knows or has reasonable grounds to
believe or suspect or by reasonable inquiry
could have ascertained that such Mexican
alien is not lawfully within the United
States.

“Sec. 505. (a) Section 210 (2) (1) of the
Social Security Act, as amended, is amended
by adding at the end thereof a new subpara-
graph as follows:

“*(C) Service performed by foreign agri-
cultural workers under contracts entered into
in accordance with title V of the Agricultural
Act of 1949, as amended.’

“(b) Section 1426 (b) (1) of the Internal
Revenue Code, as amended, is amended by
adding at the end thereof 2 new subpara-
graph as follows:

‘“‘(C) Service performed by foreign agri-
cultural workers under contracts entered into
in accordance with title V of the Agricultural
Act of 1949, as amended.’

(e} Workers recruited under the provi-
sions of this title shall not be subject to
the head tax levied under section 2 of ‘the
Immigration Act of 1917 (8 U. 8. C, sec.
132).

“SEc. 506. For the purposes of this title, the
Secretary of Labor is authorized—

“(1) to enter into agreements with Pederal
and State agencies; to utilize (pursuant to
such agreements) the facilities and services
of such agencies; and to allocate or transfer
funds or otherwise to pay or reimburse such
agencies for expenses in connection there-
with;

“(2) to accept and utilize voluntary and
uncompensated services; and

“(3) when necessary to supplement the do-
mestic agricultural labor force, to cooperate
with the Secretary of State in negotiating
and carrying out agreements or arrangements
relating to the employment in the United
States, subject to the immigration laws, of
agricultural workers from the Republic of
Mexico.

“SEC. 507. For the purposes of this title—

“(1) The term ‘agricultural employment’
includes services or activities included within
the provisions of section 3 (f) of the Fair
Labor Standards Act of 1938, as amended, or
section 1426 (h) of the Internal Revenue
Code, as amended.

‘“(2) The term ‘employer’ shall include an
association, or other group, of employers, but
only if (A) those of its members for whom
workers are being obtained are bound, in the
event of its default, to carry out the obliga-
tions undertaken by it pursuant to section
502, or (B) the Secretary determines that
such individual liability is not necessary to
assure performance of such obligations.

““SEC. 508, Nothing in this act shall be
construed as limiting the authority of the
Attorney General, pursuant to the general
immigration laws, to permit the importation
of aliens of any nationality for agricultural
employment as defined in section 507, or to
permit any such alien who entered the
United States legally to remain for the pur-
pose of engag'ng in such agricultural em-
ployment under such conditions and for such
time as he, the Attorney General, may
specify.

“SeEc. 508. Any person who shall employ
any Mexican alien not duly admitted by an
immigration officer or not lawfully entitled
to enter or to reside within the United States
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under the terms of this act or any other
law relating to the immigration or expulsion
of aliens, when such person knows or has
reasonable grounds to believe or suspect or
by reasonable inquiry could have ascertained
that such alien is not lawfully within the
United States, or any person who, having
employed such an alien without knowing or
having reasonable grounds to believe or
suspect that such alien is unlawfully within
the United States and who could not have
obtained such information by reasonable
inquiry at the time of giving such employ-
ment, chall obtain information during the
course of such employment indicating that
such alien is not lawfully within the United
States and shall fail to report such informa-
tion promptly to an immigration officer, shall
be guilty of a felony, and upon conviction
thereof shall be punished by a fine not
exceeding $2,000, or by imprisonment for a
term not exceading 1 year, or both, for each
alien in respect to whom any violation of
this section occurs.

“Sec. 510. No workers will be made avail-
able under this title for employment after
December 31, 1952."”

Mr. ELLENDER. Mr. President, I ask
unanimous consent that the bill be
printed as passed.

The PRESIDING OFFICER, With-
out objection, it is so ordered.
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IMPORTATION OF FOREIGN AGRICULTURAL WORKERS

APRIL 16, 1951,—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr. CooLrY, from the Committee on Agriculture; submitted the
following

REPORT

[To accompany H. R. 3283]

The Committee on Agriculture, to whom was referred the bill
(H. R. 3283) to amend the Agricultural Act of 1949, having considered
the same, report favorably thereon without amendment and recom-
mend that the bill do pass.

STATEMENT

The purpose of this bill is to assist farmers in obtaining the agri-
cultural labor needed to produce the increased quantities of food and
fiber required for national defense and civilian needs.

To carry out this purpose, the Secretary of Labor would be author-
ize(. to recruit ugricultural workers in Mexico and to transport them
to and from che United States. The workers would be placed in
reception centers where domestic employers holding certificates from
the Department of Labor could employ them.

Under the acreage guides announced by the Department of Agri-
culture for 1951, the farmers of the Nation are being called upon for
the greatest agricultural preduction in our entire history. The task
facing the farmers in further increasing productian is all the more
formidable, in view of the fact that our farm production in 9 of
the past 12 years has either set a new record for production or has
equaled the record then existing. The 1951 goal for total farm outpus.
is about 45 percent above the pre-World War IT level. In 1950
total farm output was about 87 percent above prewar, and the labor
force was inadequate to meet farmers’ needs.

According to the latest figures of the Department of Agriculture,
there were approximately 300,000 fewer farm operators and members.
of their families at worlz on the farms in March of this year than
there were during the same period in 1950. The number of hired
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workers employed on farms in late March was about 4 percent under
a year earlier. With further increases in farm production needed
and with a dwindling domestic farm labor supply because of the needs
of the Armed Forces, and the movement of farm workers into indus-
try, it is necessary that steps be taken to augment the domestic labor
force through the importation of agricultural workers from Mexico.

During World War II the need for farm labor was so acute that it
was necessary to establish an emergency farm labor supply program,
under which the Department of Agriculture through the extension
service employed workers in the British West Indies and Mexico and
brought them to the United States for temporary employment in
agriculture. In addition, relatively large numbers of prisoners of
war were utilized in agricultural employment. The emergency farm
labor supply program was terminated in 1947 and the farm placement
functions of the United States Employment Service of the Department
of Labor again became operative. Since the termination of the
emergency farm labor supply program, it has been necessary for
farmers to import agricultural workers from foreign countries in order
to assist in the production and harvesting of their crops. The
principal sources of such foreign farm labor have been Canada, the
British West Indies, and the Republic of Mexico. Workers have also
geen recruited in Puerto Rico for work in the continental United

tates.

In order to facilitate the recruitment and employment of agricul-
tural workers in Mexico for temporary employment in the United
States, Mexico and the United States entered into an international
agreement. This agreement has been amended from time to time
and the present program of importing farm workers from Mexico is
operating pursuant to such an agreement. Under the present arrange-
ment farmers seeking agricultural workers frow: Mexico must first
obtain a, certification by the Department of Labor that adequate
domestic farm labor is not available. The farmer is then permitted
to recruit workers in Mexico with the joint approval of the United
States and the Mexican Government.. Such recruitment, however,
is necessarily conducted under the supervision of the respective Gov-
ernments. The entire cost of the recruitment and transportation of
Mexican agricultural workers rests entirely upon the employers.
Before domestic employers are permitted to bring Mexican agricul-
tural workers into the United States, they are required to post a bond
of $25 for each worker, to guarantee the departure of the worker from
the United States at the termination of the employment.

A number of problems have arisen in connection with the operation
of the present program which have caused dissatisfaction among the
farmers employing such workers as well as on the part of the Mexican
Government. There have been instances in which the Mexican
workers have voluntarily left the places of employment in violation
of the terms of their contract. Farmers cannot prevent a worker from
leaving the place of employment at any time the worker so desires,
but under the present arrangement, the farmer is liable to a forfeiture
under the departure bond, even though he is wholly without fault
and is powerless to prevent the worker from leaving. In some in-
stances the workers have returned to their homes in Mexico without
anpy expense to the Federal Government, but nevertheless, in such
cases the agricultural employers have been liable under their bonds.
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In other instances, Mexican workers who have left their places of
employment in violation of their contracts have been apprehended
many miles distant from the border and the employers have been
called upon to defray the costs of returning such workers from the
‘places where they have been apprehended. Agricultural producers in
the United States have, therefore, protested vigorously against the
posting of bonds which impose liability when there has been no fault
on their part.

Another matier that has been a source of considerable controversy
relates to the places or peints of : :cruitment of the workers. The
Mexican Government has insisted vhat the recruitment of workers
take plere at points below ihe border and in the interior of Mexico,
in order to avoid having large numbers of workers converging upon
vhe cities, vowns, and villages adjacent to the border. On the other
hand, farmers of this Nation have found it exceedingly difficult and
expensive to recruit workers at points south of the border.

One of the major problems confronting the two Governments which
has added to the difficulties of the functioning of the program, is the
problem of the illegal immigration of workers commonly referred to as
wetbacks, so known because such workers usually enter the country
illegally by swimming or wading across the Rio Grande. Mexican
workers wanting employment in the United States have for a long
period of time entered the country in this manner. No accurate
figures are available as to the number of workers who have entered in
this manner. Although the Mexican Government has consistently
taken the position that it does not desire to have its citizens leave
Mexico and enter this country illegally for the purposes of obtaining
employment, it apparently is powerless to prevent such emigration.
The Government of the United States has cooperated and is coopera-
ting with the Government of Mexico in meeting this problem by
greatly strengthening its efforts to prevent illegal entry and to appre-
hend and deport ail alien workers found to have entered illegally. In
the 12 months ending June 30, 1950, the Department of Justice de-
ported nearly 500,000 Mexicans who had entered this country illegally.

During 1949 and 1950 many Mexican agricultural workers found
to have entered the United States illegally have been recruited and
brought within the program. This action was taken in cooperation
with the Government of Mexico and, as a consequence, relatively few
Mexican workers were actually imported from Mexico during this
Pperiod.

Mexican workers recruited in accordance with the terms of the
international agreement receive wages equal to the wages paid to
domestic agricultural workers engaged in similar work. The illegal
immigrant, however, because he is in this country illegally and always
subject to deportation, will often work for wages below the prevailing
wage in the community. This makes it difficult for him to maintain
a proper standard of living and likewise tends to affect adversely the
wages and working conditions of those workers who have entered le-
gally, as well as domestic agricultural workers. It is to the interest of
both nations that illegal immigration be held to a minimum, and it
is believed that the accompanying bill will be of material assistance in
the establishment of a program under which needed agricultural
workers may be permitted to enter the United States legally, and in
retarding illegal immigration.
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Negotiations between the United States and Mexico were conducted
at Mexico City in January of this year, to consider proposals to
modify provisions of the existing international agreement. The
United States delegation to the conference was headed by Carl W.
Strom, consul general of the United States in Mexico. Repre-
sentative W. R. Poage, vice chairman of the House Committee on
Agriculture, and Senator Allen J. Ellender, chairman of the Senate
Committee on Agriculture and Forestry, were appointed delegates
and served as advisers to the United States delegation. In the
course of the negotiations to modify the existing agreement, repre-
sentatives of the Mexican Government served notice that unless
certain changes were made, it would terminate the present agreement.

It was proposed by representatives of the Mexican Government that.
instead of the present method of having the employers do the recruit-
ing, the recruitment function should be performed by an agency of the
United States Government. It was also the position of the Mexican
Government that the Government of the United States should
guarantee compliance with the individual work contracts. In support.
of its position the Mexican Government presented claims in which it
was alleged that its citizens who had performed agricultural work in
this country under individual work contracts had not received pay-
ment in accordance with the provisions of the contracts and that its
diplomatic representatives were presently engaged in negotiating a
settlement of such claims. The United States delegation had no
authority to accede to these proposals of the Mexican Government,
but it did agree, however, to present the question to the Congress.
In order to allow a reasonable opportunity for these proposals to be
considered, the Mexican Government agreed to continue under the
present international agreement until June 30, 1951.

H. R. 3048 was introduced by Representative W. R. Poage, of
Texas, and referred to your committee. Hearings were conducted on
this bill and testimony was received from officials of the Department
of State, the Department of Agriculture, the Department of Labor,
farm organizations, employers of agricultural labor, representatives
of labor unions, and others.

Following the hearings, a clean bill, H. R. 3283, was introduced and
is reported herewith.

In essence, the bill H. R. 3283 authorizes the Secretary of Labor
to recruit Mexican agricultural workers in Mexico and to transport
such workers to reception centers in the United States located at or
near the places of the actual entry of such persons into the United
States, and to receive and house such workers at the reception centers
while arrangements are being made for their employment in, and
departure from, the continental United States. During the time
such workers are being actually transported by the United States or
are being held at reception centers, the United States is to provide
such subsistence, emergency medical care, and burial expenses (not
exceeding $150 in any one case), as may be necessary. The Secretary
of Labor is authorized and directed to assist workers and employers
in negotiating contracts for agricultural employment. The Mexican
workers are to be free to accept or decline any agricultural employ-
ment offered and to choose their individual employers and the type of
agricultural employment desired, and the employers are likewise free
to offer agricultural employment to any worker of their choice not
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already under contract to other employers and are free to decline to
employ any individual without the necessity of assigning any reason.
The Secretary of Labor is authorized to guarantee the performance
by employers of the provisions of the contracts of employment relating
to the payment of wages and the furnishing of transportation.

Before any employer is eligible to employ Mexican workers recruited
under this program, he must first enter into an agreement with the
United States to indemnify it against loss by reason of its guaranty.
The employer is also required to reimburse the United States for essen-
tial expenses incurred by it for the transportation and subsistence of
workers, not exceeding $10 per worker.

It is intended that the farmer shall pay all expenses and the $10
limit is included in the bill in order to keep administrative officials
from spending excessive sums in the transportation and maintenance
of the workers. Testimony before the committee indicates that pri-
vate employers are able to transport Mexican workers from the con-
tracting points of Monterrey, Chihuahua, and Hermosillo, to the border
and return, for about $5 per individual worker. Allowing another $5
per worker for the expense of maintaining the worker in a reception
center in the United States, it is believed that the sum of $10 should
cover all necessary expenses for the function to be performed by the
United States Government of transporting the workers from the points
of recruitment in Mexico and maintaining such workers in reception
centers in the United States. The committee recognizes the tendency
of Government agencies to expend more money to accomplish a given
result than private industry would spend for the same purpose. The
committee 1s further of the belief that the farmers who use Mexican
labor should pay all necessary expenses. The committee does not
propose subsidizing American farmers, but it does desire to protect
farmers from inefficient or wasteful governmental expenditures, and
it is the hope of the committee that the administrative officials will
be able to keep the transportation and subsistence costs within the
sum of $10 per worker.

The employer is also required to pay to the United States in case
any agricultural worker is not returned to the reception center in
accordance with the contract, an amount determined by the Secretary
of Labor to be equivalent to the expense that the employer would
have incurred if the employee had, in fact, been returned by the em-
ployer, less any portion thereof required to be paid by other em-
ployers.

Another very important provision of the bill is the provision (sec.
503) which is designed to protect domestic workers and to assure
domestic workers that foreign agricultural labor will not be imported
into the United States if domestic labor is available. This provision
of the bill provides that no workers may be made available under this
bill for employment in any area of the United States, unless the
regional director, Bureau of Employment Security of the United
States Department of Labor for such area has first determined and
certified that (1) sufficient domestic workers who are able, willing,
and qualified, will not be available at the time and place needed to
perform the work for which such workers are to be employed, and
(2) the employment of such workers will not adversely affect the
wages and working conditions of domestic agricultural workers
similarly employed. Under this provision domestic agricultural work-
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ers are assured that no foreign agricultural workers will be admitted
unless there is such a shortage of domestic workers as to warrant such
importation. Furthermore, domestic agricultural workers are assured
that the wages and working conditions offered to foreign agricultural
workers will not adversely affect the wages or working conditions of
domestic agricultural workers.

A further safeguard for domestic agricultural workers, and one
which does not rest upon any administrative determination, is the
economic safeguard which is inherently a part of the bill. Under the
provisions of the bill farmers secling to employ foreign agricultural
workers must not only provide working conditions and pay wages
comparable to working conditions and wages of domestic agricultural
workers, but they must pay for the recruitment and transportation
expenses from the place of recruitment in Mexico and return. Thus,
foreign agricultural labor will be substantially more expensive and
uneconomic for farmers to employ. Farmers are, therefore, unlikely
to seek foreign agricultural workers unless they are clearly convinced
that domestic labor will not be available, and that the employment of
foreign agricultural workers is necessary to produce or harvest their
Crops.

III)I the absence of legislation of this type, the safeguards, referred
to above, cannot be given to domestic workers. It is possible, of
course, to state that no Mexican workers can legally enter the United
States, but it 1s not possible to keep Mexican workers from crossing the
border to fill & labor vacuum in this country. Experience has demon-
strated that these workers are going to come to this country. The
whole question is, Will they come in legally and receive the prevailing
wage? Will they come into this country in an orderly manner, and
in a way which will not destroy United States labor standards and
which will enable them to go to the points where their labor is needed,
or will they come in illegally and destroy all wage standards in certain
areas without affording any relief in many areas of labor shortage?
The committee believes that it is preferable from every standpoint
that the entry of these Mexican workers be in an orderly legal manner.

CONCLUSIONS

In its consideration of this legislation the committee has been cog-
nizant of the importance of farm production to our entire defense and
stabilization efforts. Although it may be unnecessary, the committee
wishes to point out, lest it be momentarily forgotten, that an adequate
production of food and fiber is as essential to victory as planes, tanks,
ships, and guns. The adequacy of the supply of food and fiber bears
directly upon the effectiveness of the fighting man, the productiveness
of the civilian worker, and is vital to the maintenance and stability
of our economy. Only through an abundant production of food and
fiber may the forces of inflation be held in check. Adequate farm
manpower is one of the principal keys to production.

While seeking to provide a program for obtaining the foreign agri-
cultural labor necessary to produce the crops, the committee has also
been mindful of the necessity of providing a program that involves a
minimum of expense to the Government. Practically all the farmers
and their representatives who testified at the hearings took the posi-
tion that they were not asking for a labor subsidy, and the bill reported
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herewith is designed to be substantially self-sustaining. Farmers who
find it necessary to use foreign agricultural labor recruited under this
bill will be required to pay all of the costs of the program.

In the first instance the Federal Government will be responsible for
the costs of the recruitment of workers in Mexico, transporting them
to reception centers within the United States, maintaining the workers
in the reception centers and returning them to the place of recruitment
in Mexico at the termination of the period of employment. The
employer, however, will be required to reimburse the Government for
such costs up to $10 per worker. Accurate information as to the
costs of recruitment; maintenance, a:.d transportation is not available,
Such costs will depend to a large degree upon the location of points
in Mexico where the recruiting is to be performed. The further
south it is done, the greater the cost will be. It is contemplated,
however, that the workers can be recruited at three points in Mexico,

Monterrey, Chihuahua, and Hermosillo. These were the recruitment

points discussed in the recent negotiations conducted in Mexico.,

As indicated above, one of the reasons why the Government of

Mexico has objected to border recruitment and insisted on recruitment
at interior points has been to avoid having large numbers of workers
converging upon the towns adjacent to the border. But the very
fact that relatively large numbers of agricultural workers have such a
strong desire to obtain employment in the United States that they
will voluntarily migrate north to the border indicates that little
trouble should be experienced by the Government of Mexico in
obtaining an adequate supply of workers at the three recruitment
centers mentioned above, which are located approximately 150 miles
below the border.

Under the proposed program the Government will undertake to
guarantee the payment of wages and the furnishing of transportation
called for under the individual work contracts. Although, such an
undertaking might initially involve some expense to the Government,
it is anticipated that any expense so incurred will be recoverable by
the United States from the employer under his contract to indemnify
the Government -against loss by reason of the guaranty. Thus, the
only nonrecoverable expense which the Government will be called
upon to bear under the proposed program will be the payment of
salaries of regular departmental agency personnel, the cost of estab-
lishing and maintaining reception centers in the United States, and
the cost of apprehending and deporting contract violators which is in
excess of the normal cost which the employer would have been required
to bear had the worker returned in accordance with the provisions of
the contract of employment. The expenses incurred in apprehending
contract violators are not expected to increase because it is con-
templated that there will be fewer illegal Mexican workers entering the
United States.

It is the belief of the committee that this bill will further encourage
cooperation between this Government and the Government of Mexico,
and will enable both countries to make a greater contribution to the
common _defense. The attainment of the production goals in this
country is of just as much concern to the people of Mexico as it is to
the people of the United States. Unless this Nation is able to obtain
the necessary production of food and fiber, it will be less able to play
its part in its international efforts to obtain peace. The accompany-
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ing bill represents a genuine effort to meet the major objections raised
to the present program by the Government of Mexico, and it is the
belief of the committee that under this measure the Government of
Mexico can and will supply, if needed, larger numbers of agricultural
workers than bave been obtained in the past.

The failure to enact this legislation will result in a termination of
the present program and a loss of an orderly flow of agricultural
workers from Mexico needed to supplement domestic agricultural
manpower.

ANALYSIS OF THE BILL

Agricultural Act of 1949

“This bill would amend the Agricultural Act of 1949 by adding a new
title to read: ‘“Title V-—Agricultural Workers.”

Section 501: This section provides for supplying agricultural
workers from Mexico in order to assist in the production of agricul-
tural products and commodities deemed necessary by the Secretary of
Agriculture. The employment of such workers would be permitted
only pursuant to arrangements between the United States and the
Republic of Mexico. In connection therewith the Secretary of Labor
would be authorized—

(1) To recruit agricultural workers (including, with the consent of
the Mexican Government, Mexican agricultural workers temporarily
in the United States);

(2) To establish and operate reception centers at or near the actual
places of entry into the United States, where such workers may be
received and housed until arrangements have been made for their
employment in, or their departure from, the United States;

(3) To provide transportation for these workers between the
recruitment centers in Mexico and the reception centers in the United
States. All transportation beyond the reception centers in the
United States is to be provided and paid for by the employers;

{4) To provide subsistence, emergency medical care, and limited
burial expenses while these workers are being transported by the
Government or being maintained in the reception centers in the
United States;

(5) To assist in negotiating contracts between employers and the
workers. The employers would have the right of selection of workers
at the reception centers and the workers have the right to accept or
decline agricultural employment and to choose the type of agricultural
employment they desire. Any worker not recruited for employment
would be returned at Government expense to the recruitment center
in Mexico;

(6) To guarantee the performance by employers of provisions of the
individual work contracts relating to the payment of wages or the
furnishing of transportation. Under this provision the Government
would be authorized to pay the worker any amount due him as wages
which the employer has failed to pay and to furnish, or reimburse him
for any transportation which the employer is required, but fails, to
furnish.

Section 502: This section prohibits contracting for the services of
any worker under this act unless the employer enters into an agree-
ment with the United States to indemnify the United States against
loss by reason of its guaranty of the performance by employers of
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those provisions of contracts with Mexican workers relating to the
payment of wages or the furnishing of transportation.

The employer must also agree to reimburse the United States for
essential expenses (not including salaries or expenses of regular de-
partment agency personnel) incurred by it for transportation and
subsistence of workers between the recruitment center in Mexico and
the reception center in the United States and while such workers are at
reception centers, in an amount not to exceed $10 per worker.

The employer is further required to agree to pay to the United
States, in any case in which the worker does not return to the recep-
tion center in accordance with the contract provisions, an amount
determined by the Secretary of Labor to be equivalent to that which
the employer would have incurred had the worker returned in accord-
ance with such provisions. If the worker is employed by more than
one employer, this cost is to be apportioned among the employers in
accordance with any agreement that may have been reached among
such employers with respect to the payment of the cost of return
transportation.

Section 503: This section provides that no worker recruited under
the act shall be available for employment in any area unless the re-
gional director of the Bureau of Employment Security, United States
Department of Labor, for such area, has determined and certified that
(1) sufficient domestic workers who are able, willing, and qualified are
not available at the time and place needed to perform the work for
which such workers are to be employed, and (2) the employment of
such workers will not adversely affect the wages and working con-
ditions of domestic agricultural workers similarly employed.

Section 504: This section directs the Attorney General to admit to
the United States, subject to the immigration laws, workers recruited
under this act. It also authorizes the Attorney General to permit
Mexican agricultural workers already in this country to remain here
for agricultural employment, if such workers are otherwise eligible
for admission and if arrangements to this effect are agreed upon be-
tween the United States and Mexico. This section also prohibits the
Attorney General from requiring any penalty bond in connection with
the importation and departure of such workers.

Section 505: This section exempts service performed by Mexican
agricultural workers under this act from the old-age and survivors
insurance provisions of the Social Security Act, as amended, and from
applicable tax provisions of section 1426 (b) (1) of the Internal
Revenue Code, as amended.

This section further provides that workers recruited and admitted
under this act shall not be subject to head tax under section 2 of the
Immigration Act of 1917,

Section 506: This section authorizes the Secretary of Labor, for the
purposes of this title, to enter into agreements with other public
agencies, and pursuant to such agreements, to utilize the personnel,
facilities, and services of such public agencies, and to allocate and
transfer funds or otherwise pay or reimburse such agencies therefor; to
accept and utilize voluntary and uncompensated services; and to
cooperate with the Secretary of State in negotiating and carrying out
agreements with the Republic of Mexico relating to the employment of
Mexican agricultural workers in the United States, subject to the
immigration laws.
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Section 508: This section defines ‘‘agricultural labor” for the
purpose of this title as services and activities included within the
provisions of section 3 (f) of the Fair Labor Standards Act of 1938, as
amended, or section 1426 (h) of the Internal Revenue Code, as
amended, and ‘“horticultural employment, cotton ginning, compres-
sing and storing, crushing of oil seeds, and the packing, canning,
freezing, drying, or other processing of other perishable agricultural
products.” ‘

This section also defines “employer’’ to include associations or other
groups of employers.

Section 509: This section makes it clear that nothing in this bill is
to be construed as interfering with, or limiting the authority of, the
Attorney General, pursuant to the general immigration laws, to permit
the importation of aliens of any nationality for agricultural employ-
ment as defined in section 508, or to permit any such alien who entered
the United States legally to remain for the purposes of engaging in
such agricultural employment under such conditions and for such
time as the Attorney General may specify.

Section 510: This section provides that the program of importing
foreign agricultural workers under the authority contained in this act
shall terminate December 31, 1953.

CHANGES IN EXISTING LAW

In compliance with paragraph 2a of rule XIII of the Rules of the
House of Representatives, changes made by the bill are shown as
follows (existing law proposed to be omitted is enclosed in brackets,
new matter is printed in italic, existing law in which no change is
proposed 1s shown in roman) :

AGRrRICULTURAL Act OF 1949, As AMENDED
* * * * * * *

TITLE V—AGRICULTURAL WORKERS

Skc. 501. For the purpose .of assisting in such produciion of agricultural com-
modities and products as the Secretary of Agricullure deems necessary, by supplying
agricultural workers from the Republic of Mexico (pursuant to arrangements between
the United States and the Republic of Mexico), the Secretary of Labor is authorized—

(1) to recruit such workers (including any such workers temporarily in the
United States);

(2) to establish and operate reception centers at or near the places of actual
entry of such workers into the continental United States for the purpose of receiv-
ing and housing such workers while arrangemenls are being made for their em-
ployment in, or departure from, the continenial United Stlales; .

(3) to provide transportation for such workers from recruitment cenlers outside
the continental United Siates to such reception centers and iransporiation from
such reception centers to such recruitmenl centers afier termination of employ-
ment;

(4) to provide such workers with such subsistence, emergency medical care,
and burial expenses (not exceeding $150 burial expenses in any one case) as may
be or become necessary during transportalion authorized by paragroph (3) and
while such workers are at receplion cenlers; :

(5) to assist such workers and employers in negotiating contracts for agricultural
employment (such workers being free to accept or decline agricultural employment
with any eligible employer and to choose the type of agricultural employment they
desire, and eligible employers being free to offer agricultural employment to any
workers of their choice not under contract to other employers); .

(6) to guarantee the performance by employers of provisions of such conlracts
relating to the payment of wages or the furnishing of transportation.
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SEc. 502. No workers shall be made available under this title to any employer unless
such employer enters into an agreement with the United States—

(1) to indemnify the United States against loss by reason of its guaranty of
such employer’s contracts;

(2) to resmburse the United States for essential expenses, not including salaries
or expenses of regular department or agency personnel, incurred by it for the trans-
portation and subsistence of workers under this title in such amounts, not to ex~
ceed $10 per worker; and

(3) to pay to the United States, in any case in which a worker is not returned
to the reception center in accordance with the contract entered into under section
501 (5), an amount determined by the Secretary of Labor to be equivalent to the
normal cost to the employer of returning other workers from the place of employ-
ment to such reception center, less any porticn thereof required to be paid by other
employers.

SEc. 503. No workers recruited under this title shall be available for employment
in any area unless the Regional Director, Bureau of Employment Security, United
States Department of Labor for such area has determined and certified that (1) sufficient
domestic workers who are able, willing, and qualified are not available at the time and
place needed to perform the work for which such workers are to be employed, and
(2) the employment of such workers will not adversély affect the wages and working
conditions of domestic agricultural workers similarly employed.

SEgc. 504. Workers recruited under this title who are not citizens of the United
States shall be admitted to the United States subject to the tmmigration laws (or of
already in, and otherwise eligible for admission to, the United States may, pursuant
to arrangements between the United States and the Republic of Mexico, be permitted
to remain therein) for such time and under such conditions as may be specified by the
Attorney General but, notwithstanding any other provision of law or regulation, no
penalty bond shall be required which imposes liability upon any person for the failure
of any such worker to depart from the United States upon termination of employment.

Skc. 506. (a) Section 210 (o) (1) of the Social Security Act, as amended, is amended
by adding at the end thereof a new subparagraph as follows:

“(C) Service performed by foreign agricultural workers under contracts en-
tered into in accordance with title V of the Agricultural Act of 1949, as amended.”’

(b) Section 1426 (b) (1) of the Internal Revenue Code, as amended, is amended by
adding at the end thereof a new subparagraph as follows:

“(C) Service performed by foreign agricultural workers under coniracts entered
into in accordance with title V of the Agricultural Act of 1949, as amended.”’

(¢) Workers recruited under the provisions of this title shall not be subject to the
head tax levied under section 2 of the Immigration Act of 1917 (8 U. 8. C., sec. 132).

SEc. 606. For the purposes of this title, the Secretary of Labor s authorized—

(1) to enter into agreements with Federal and State agencies; to ulilize (pur-
suant to such agreements) the facilities and services of such agencies; and to allo-
cate or transfer funds or otherwise to pay or reimburse such agencies for expenses
in connection therewith;

(2) to accept and utilize voluntary and uncompensated services; and

(8) when necessary to supplement the domestic agricultural labor force, to-
cooperate with the Secretary of State in negotiating and carrying out agreements
or arrangements relating to the employment in the United States, subject to the
immagration laws, of agricultural workers from the Republic of Mezico.

SEc. 508. For the purposes of this title—

(1) The term ‘‘agricultural employment’’ includes services or actwities in-
cluded within the provisions of section 3 (f) of the Fair Labor Standards Act of
1938, as amended, or section 1426 (h) of the Internal Revenue Code, as amended,
horticultural employment, cotton ginning, compressing and storing, crushing
of oil seeds, and the packing, canning, freezing, drying, or other processing of
perishable or seasonable agricultural products.

(2) The term “employer’’ includes associations or other groups of employers.

SEc. §09. Nothing in this Act shall be construed as limiting the authority of the
Attorney General, pursuant to the general immigration laws, to permit the importation
of aliens of any nationality for agricultural employment as defined in section 508, or
to permit any such alien who entered the United States legally to remain for the purpose
of engaging in such agricultural employment under such conditions and for such time
as he, the Attorney General, shall specify.

SEec. §10. No workers shall be made available under this title for employment after
December 31, 1958.
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SociAL SECURITY ACT, AS AMENDED
* * * * * * *
Sec. 210. For the purposes of this title—

Employment

(a) The term “employment” means any service performed after 1936 and prior
to 1951 which was employment for the purposes of this title under the law appli-
cable to the period in which such service was performed, and any service, of
whatever nature, performed after 1950 either (A) by an employee for the person
.employing him, irrespective of the citizenship or residence of either, (i) within the
United States, or (ii) on or in connection with an American vessel or American
aircraft under a contract of service which is entered into within the United States
or during the performance of which and while the employee is employed on the
vessel or aircraft it touches at a port in the United States, if the employee is
employed .on and in conneection with such vessel or aircraft when outside the
United States, or (B) outside the United States by a citizen of the United States as
an employee for an American employer (as defined in subsection (e)); except that,
in the case of service performed after 1950, such term shall not include— -

(1) (A) Agricultural labor (as defined in subsection (f) of this section) per-
formed in any calendar quarter by an employee, unless$ the cash remuneration
paid for such labor (other than service deseribed in subparagraph (B)) is $50
or more and such labor is performed for an employer by an individual who is
regularly employed by such employer to perform such agricultural labor.
For the purposes of this subparagraph, an individual shall be deemed to be
regularly employed by an employer during a calendar quarter only if—

(1) such individual performs agricultural labor (other than service
described in subparagraph (B)) for such employer on a full-time basis
on sixty days during such quarter, and

(ii) the quarter was immediately preceded by a qualifying quarter.

For the purposes of the preceding sentence, the term ‘‘qualifying quarter’’ means
(I) any quarter during all of which such individual was continuously employed by
such employer, or (II) any subsequent quarter which meets the test of clause (i) if,
.after the last quarter during all of which such individual was continuously em-
%loyed by such employer, each intervening quarter met the test of clause (i).

otwithstanding the preceding provisions of this subparagraph, an individual
shall also be deemed to be regularly employed by an employer during a calendar
-quarter if such individual was regularly employed (upon application of clauses (i),
and (ii)), by such employer during the preceding calendar quarter.

B) Service performed in connection with the production or harvesting of any
commodity defined as an agricultural commodity in section 15 (g) of the Agri-
cultural Marketing Act, as amended, or in connection with the ginning of cotton;

(C) Service performed by foreign agricultural workers under contracts entered into
in accordance with title V of the Agricultural Act of 1949, as amended.

InTErRNAL REVENUE CoDE, AS AMENDED

SEc. 1426 * * *

(b) EmproYyMENT.—The term ‘‘employment’ means any service performed
after 1936 and prior to 1951 which was employment for the purposes of this
‘subchapter under the law applicable to the period in which such service was per-
formed, and any service, of whatever nature, performed after 1950 either (A) by
an employee for the person employing him, irrespective of the citizenship or
residence of either, (i) within the United States, or (ii) on or in connection with
.an American vessel or American aireraft under a contract of service which is en-
tered into within the United States or during the performance of which and while
the employee is employed on the vessel or aircraft it touches at a port in the
United States, if the employee is employed on and in connection with such vessel
or aircraft when outside the United gtates, or (B) outside the United States by a
citizen of the United States as an employee for an American employer (as defined
in subsection (i) of this section); except that, in the case of service performed
after 1950, such term shall not include—

(1) (A) Agricultural labor (as defined in subsection (h) of this section) per-
for.med in any calendar quarter by an employee, unless the cash remuneration
paid for such labor (other than service described in subparagraph (B)) is $50 or
more and such labor is performed for an employer by an individual who is regu-
larly employed by such employer to perform such agricultural labor. For the
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purposes of this subparagraph, an individual shall be deemed to be regularly
employed by an employer during a calendar quarter only if—

(i) such individual performs agricultural labor (other than service described
in subparagraph (B)) for such employer on a full-time basis on sixty days
during such quarter, and

(ii) the quarter was immediately preceded by a qualifying quarter.

For the purposes of the preceding sentence, the term “qualifying quarter’” means
(I) any quarter during all of which such individual was continuously employed
by such employer, or (II) any subsequent quarter which meets the test of clause
() if, after the last quarter during all of which such individual was continuously
employed by such employer, each intervening quarter met the test of clause (i).
Notwithstanding the preceding provisions of this subparagraph, an individual
shall also be deemed to be regularly employed by an employer during a calendar
quarter if such individual was regularly employed (upon application of clauses
() and (ii)) by such employer during the preceding calendar quarter.

B) Service performed in connection with the production or harvesting of any
commodity defined as an agricultural commodity in section ‘15 (g) of the Agri-
cultural Marketing Act, as amended, or in connection with the ginning of cotton;

(C) Service performed by foreign agricultural workers under contracts entered into
in accordance with title V' of the Agricultural Act of 1949, as amended.

O
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IMPORTATION OF FOREIGN AGRICULTURAL WORKERS

Mav 1, 1951.—Ordered to be printed

Mr. McCartaY, from the Committee on Agriculture, submitted the
following

MINORITY VIEWS
[To accompany H, R. 3283)

On April 16, H. R. 3283, a bill to amend the Agricultural Act of 1949
was reported to the Committee of the Whole House. The purpose of
this bill, originally introduced as H. R. 3048, by Mr. Poage, of Texas,
is a8 stated in the committee report, to assist farmers mn obtaining
foreign agricultural workers, Hearings were held on this bill and on
H. R. 2955, but were limited closely to the specific content of the
Poage bill, and were not expanded to include the whole problem of
migratory labor, both domestic and foreign. Some time after the
Agricultural Committee of the House had concluded hearings and
reported H. R. 3283, the report of the President’s Commission on
Mti’gmt,ory Labor was made public.

This Commission was created June 3, 1950. Tts five members were:

Maurice T. Van Hecke, Chairman, professor of law at the University
of North Carolina Law School.

Noble Clark, head of the agricultural experiment station of the
University of Wisconsin,

William M. Leiserson, former member, National Industrial Rela-
tions Board and former Chairman, National Mediation Board,

Robert E. Lucey, archbishop of San Antonio, Tex.,

Peter Odegard I‘professor of sociology, University of California,
member, board of Ford Foundation.

Mr. Varden Fuller was executive secretary.

During the summer and early fall of 1950, the Commission held
12 public hearings in Brownsville, Tex. ; El Paso, Tex.; Phoenix, Ariz.;
Los Angeles, Calif.; Portland, Oreg.; Fort Collins, C‘olo.; Memphis,
Tenn.; Saginaw, Mich.; Trenton, N. J.; West Palm Beach, Fla.;
and 2 in Washington, D. C. These hearings were regional in cov-
~erage and heard testimony from representatives of farmers, growers,

processors, employees, labor organizations, officers of Federal, State,

H. Repts., 82-1, vol. 2——34
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and local governments, religious groups, and numbers of migrant
workers themselves. In addition the Commission made field trips
for observation of actual conditions. )

The information contained in the report of this Commission adds
much to that which was obtained in the hearings of the Committee on
Agriculture. Conscqucnt}{y, we as a minority of the Committec have
drawn up this report in order to bring to the attention of the House of
Representatives the findings of the President’s Commission, and in
view of these findings to attempt to improve this bill so as to make
some small progress toward solving serious social and economic
problems of the migratory agricultural workers in the United States.

THE MIGRATORY FARM LABOR PROBLEM

Most of the farm work in the United States is done by working
farmers and the members of their families, embracing approximately
10 million workers. According to the Commission Report, there are
in addition, roughly 4% million farm wage earners who depend
principally on farm employment for their incomes. Grouped accord-
ing to amount of employment these hired workers can be classified
roughly as follows:

Year-round (250) days or more employment per yearececccacauae 600,000.
Regular (1560-250) days employment per year.. . ..cccccecceanaee 400,000,
Scasonal nonmigratory (under 150 days per year) . ceeccccecenea 214 million,
Migratory e acuecavcccccnccencamencscmanacnacenneacnacscannse 1 million.
Total. o e cecccacccccsccaccccasacsacancracccccccsnrn-n 4% million,

Even the nonmigratory farm worker suffers from insecurity and from
injustice, but the migratory workers are at the bottom of the scale,
They sufler from chronic underemployment and poverty. The 1,000,-
000 men, women, and children who make up the migratory workers in
Amcrican agriculture, make up approximately 7 percent of the Na-
tion’s farm manpower. They perform about 5 percent of the man-
days of farm work in the United States. The farm employers who
depend to any significant extent on migratory labor and who are the
principal employers of migratory labor, number only about 125,000,
or 2 pereent, of the Nation’s farmers and produce crops equal to abou
7 percent of tho value of all farm products. Only & very small pe
centage of migratory workers are employed on small farms and family
farms. Migratory labor is employed principally in cotton, fruits,
vegetables, and sugar beets, by large-scale farmers.

Texas-Americans

The largest element in the migratory group in the United States is
made up of the so-called Texas-Americans, i. e., Texans of Mexican
or other Latin-American origin. This group was previously migra-
tory within Texas and from Texas into the Mountain and Great
Lakes region. Within recent years its migrancy has incrcased both
in numbers and in area of movement. The primary reason for this
Increase 1n migrancy is pressure from the influx of illegal Mexican
workers, and to a degree also from legal entrants which has made it
necessary for these Texas-Mexicans &, nited States citizens) to leave
their homes annually in search of better wages and more secure
employment opportunity elsewhere. For example, in 1949, some
65,000 Latin-Americans left their homee in south Texas (were dis-
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laced) to work in agriculture in other States. Wages in their home
]S)tate were as low as 15 cents an hour, but in the same year Texq.s
farmers imported 46,000 Mexican nationals to work in agriculture in
Texas. This number does not include the thousands of Mexican
workers who entered illegally and who worked in the fields of Texas.
This Texas-Mexican group, together with ex-sharecroppers, and
their descendants who moved from Florida, along the Atlantic Ocean
through the Carolinas, Virginia, New Jersey, and New York, and
even mmto Maine, make up about half of the 1,000,000 migratory
agricultural workers. The other 500,000 has been made up of ap-
proximately 100,000 Mexicans, legally under contract, & small number
of Dritish West Indians and Puerto Ricans, and estimated 400,000
illegal Mexican workers, the so-called wetbacks.

Annual income

The plight of these 1,000,000 human beings is truly tragic. Their
housing, wages, food are often wholly inadequate. Their standard of
living is a national disgrace. During 1949, when crop controls were
not imposed, 70 percent of these workers had fewer than 75 days at
agricultural jobs. Only 5 percent had 250 days or more. During
this same year they averuge(Y 70 days of agricultural work and 31 days
of nonfarm work, making a total yearly average of 101 days’ employ-
ment. For farm work they received $352 and for nonfarm work
$162, making a total average income of $514 for the ycar. Farm
workers receive some perquisites, such as housing, which increased
their real wages. The value of these for migratory workers as esti-
mated by the United States Department of Agriculture in 1945 was
about 36 cents per day. Multipfying this by an average of about 100
days’ employment, gives $36 increase in the average annual wage of
the migratory workers, making an average annual income of $550.
Housing

Members of the Commission report that the on-the-job housing of
migratory workers consists of barracks, cabins, trailers, tents, rooming
houses, auto court cabins, shack houses, and not infrequently a spot
under a tree near a ditch. Much, if not most, housing of migratory

workers is below a minimum standard of decency. Home base hous-
ing 18 even worse.

Health

The diet of migrant farm laborers was found insufficient to maintain

health. A physician testifying before the Commission made this
statement:

I can say from the reports of the nurses that we do have dietary deficiency
diseases such as Pellagm and cases of that have come to my attention—due to &
diet consisting of corn meal and perhaps rice and very little else—no vitamins,
There are also evidences of merely ordinary starvation among many of these
people which the nurses report % * #, i

A survey which I made and photographed, in the Mathis, Tex., labor camps,
showed that 96 percent of the children in that camp had not consumed any milk
whatsoever in the last 6 months. It also showed that 8 out of every 10 adulta
had not eaten any meat in the last 6 months. * * * The reason given was
that they could not afford it with the money they were making,

Child labor
Child labor is common. The child’s earnings are needed. This is

the same reason given decades ago as justification for child labor in the
coal mines, cotton mills, and other industries.
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A majority of migrant farm workers suffer from unemployment, yet
the committee report says we need this bill to assist farmers in obtain-
ing the agricultural labor needed to produce the increased quantities
of food and fiber required for national defense and civilian needs.
Unfortunately the statement is correct. It is correct in a relative
sense, not in an absolute one. It is correct, not so much because there
is a real shortage of agricultural labor in this country, but because we
have failed to d’evelop adequate standards of agricultural employment
and because we have failed to work out a program to meet the seasonal
demands of agricultural production. '

The trouble is that no one accepts responsibility in the matter. The
grower claims that it is no concern of his what these families do when
not in his employ. The consumer who breakfasts on foodstuffs from
the far corners of the hemisphere does not see what he can do about it.
Local and State relief authorities tend to feel that the problem is bes
yond their resources.

RECOMMENDATIONS OF PRESIDENT’S COMMISSION ON FOREIGN LABOR

As a result of its study the President’s Commission on Migratory
Labor made these major recommendations: _

1. That in the present emergency reliance first be placed on using
domestic labor more effectively.

2. No special measures should be adopted to increase the number
of alien contract laborers beyond the number admitted in 1950 and
future efforts should be directed toward supplying agricultural labor
?es(()ls with our own workers and eliminating dependence on foreign

abor.

3. To meet supplemental needs, preference should be given to the
%ffshore possessions of the United States such as Hawaii and Puerto

ico.

4. Foreign labor importation should be undertaken, where neces-
sary, pursuant to the terma of intergovernmental agreements. The
conditions and standards should be substantially the same for all
countries.

5. The administration of foreign labor recruiti , contracting,
“transportation, and agreements should be made the direct responsi-
bility of the Immigration and Naturalization -Service. Private
employers should secure their employees exclusively from the Immi-
gration and Naturalization Service..

6. Legislation to make it unlawful to employ aliens who have
entered the United States illegally should be passed, and the legaliza-
tion and contracting of aliens illegally in the %nite States should be
discontinued and forbidden.

7. The Commission recommends that suitable action be taken
against employers or associations of employers who have repeatedly
and willfully violated &revious agreements, or in cases in which there
is reasonablé doubt that the terms of the current agreement are
being observed.

8. The Immigration and Naturalization Service should be strength-
ened by a clear statutory authority to enter places of employment to
determine if illegal aliens are employed and tgear statutory penalties
for harboring, concealing, or transporting illegal aliens be established.
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9. No certification of foreign agricultural workers should be made
by the United States Employment Service (Farm Placement Service)
unless such labor requirements cannot be filled from domestic sources,
but not uhtil continental domestic labor has been offered the same
terms and-conditions of employment as ara offered to foreign workers.

10. Congress should enact minimum-wage legislation to cover
farm laborers, including migratory workers, and where the Govern-
ment agrcement provides for the payment of the prevailing wage to
foreign contract workers, this wage should be ascertained by public
authority after a hearing, :

RECOMMENDATIONS OF THE PRESIDENT'S COMMISSION ON DOMESTIO
MIGRATORY LABOR

The Commission made comprehensive recommendations on the
domestic agricultural labor problem with refercnce to—

(a) Improvement of labor-management and personnel policies, job
standards, and job rights,

(b) More orxferly methods of bringing men and employment to-
Fether, more continuous employment for the workers, and a stable
abor supply for employers.

(¢) Improved housing, health, social security, safety, compensation,
and unemployment insurance.

(d) Enforcement of the child-labor amendment of the Fair Labor
Standards Act and of the Sugar Act, and further extension and
improvement of such laws at both the National and State levels,

(¢) Adequate education for migratory workers and their children.

f) Finally, the Commission recommended the establishment of a
Federal Comnmittee on Migratory Farm Labor to coordinate and com-
plement the activitics of ¥ederal and State agencies in an attempt to
solve the problem of migratory farm labor,

The present bill

There is no simple solution to the problem of migratory labor in the
United States. The bill before us, H. R. 3283, does not undertake to
solve the entire problem. It is limited in scope to the importation of
foreign agricultural workers, and more specifically to the importation
of Mexican labor.

CRITICISM OF H. R, 3288

It is the opinion of the minority that this bill, H. R. 3283, contains
serious defects and inadequacies and that it needs to be improved
substantially if it is to be acecpted for final passage by the House of
Representatives. It fails to bring about orderly change in accordance
with the demands of justice.

Defects and inadequacies of H. R. 3283

1. The bill is limited to workers from the Republic of Mexico. It
%)ives no prefcrence or consideration to the inhabitants of Hawaii and

uerto Rico.

2. It fails to transfer responsibility for opcrating the recruitment
program to the Immigration and Naturalization Service.

3. It offers certain advantages to foreign labor which are withheld
from United States farm labor, namely, transportation, subsistence,
emergency medical care, and burial expense (not exceeding $150) dur-
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ing the transportation period and while at reception centers. It guar-
antees the performance by employers of provisions of contracts rela-
lti\tr)e to payment of wages and furnishing of transportation to Mexican
abor.

4. It places responsibility for certification of need for foreign labor
in the regional director, Bureau of Employment Security, rather than
at the national level, as recommended by the President’s Commission.

5. The bill does not strengthen the Immigration and Naturalization
Service so as to give it clear authority to apprchend illegal aliens or
to punish employers who harbor, conceal, or transport illegal aliens.
If anything, it reduces the responsibility of employers for their
employees.

6. It is the opinion of the minority that the cost of carrying out
the terms of the bill will far exceed the remuneration to the Federal
Government provided for in this bill. The approximate cost to the
Federal Government of the forcign-labor program between 1943 and
1947, according to the Department of Agriculture figures, was 76.5
million dollars for slight{ly more than 300,000 workers who were
imported during the period, or over $200 per person.

f costs remain somewhat the same as they did from 1943 to 1947,
the $10 per head provided as a maximum charge on the employer in
this bill would involve a further subsidy to the handful of farmers
who would use the imported labor. ‘

7. The location of the reccption centers near the Mexican border,
as provided in the bill, would give an unfair advantage to farmers in
that area and discriminate against farmers in States farther north.

In view of these numerous and serious defects in H., R. 3283 it is
the intention of the undersigned members of the committee, in co-
operation with other Members of the House, to offer amendments in
the hope that the bill may be perfected to a point justifying the
approval of the House of Representatives.

Eugene J. McCarrrY,
James G. Poux,

Members of Congress.
O
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IN THE HOUSE OF REPRESENTATIVES

MarcH 19, 1951

Mr. Poage introduced the following bill; which was referred to the Com-

mittee on Agriculture

Reported, without amendment, April 16, 1951
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A BILL

To amend the Agricultural Act of 1949.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That the Agricultural Act of 1949 is amended by adding
at the end thereof a new title to read as follows:

“TITLE V—AGRICULTURAL WORKERS

“Sec. 501. For the purpose of assisting in such produc-
tion of agricultural commodities and products as the Secre-
tary of Agriculture deems necessary, by supplying agricul-
tural workers from the Republic of Mexico (pursuant to
arrangements between the United States and the Republic

of Mexico), the Secretary of Labor is authorized—
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“(1) to recruit such workers (including any such
workers temporarily in the United States) ;

“(2) to establish and operate reception centers at
or near the places of actual entry of such workers into
the continental United States for the purpose of receiv-
ing and housing such workers while arrangements are
being made for their employment in, or departure from,
the continental United States;

“(8) to provide transportation for such workers
from recruitment centers outside the continental United
States to such reception centers and transportation from
such reception centers to such recruitment centers after
termination of employment;

“(4) to provide such workers with such subsist-
ence, emergency medical care, and burial expenses (not
exceeding $150 burial expenses in any one case) as may
be or become necessary during transportation authorized
by paragraph (3) and while such workers are at recep-
tion centers;

“(5) to assist such workers and employers in ne-
gotiating contracts for agricultural employment (such
workers being free to accept or decline agricultural
employment with any eligible employer and to choose
the type of agricultural employment they desire, and

eligible employers being free to offer agricultural em-
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1 ployment to any workers of their choice not under con-

9 tract to other employers) ;

3 “(6) to guarantee the performance by employers

4 of provisions of such contracts relating to the payment

5 of wages or the furnishing of transportation.

6 “SEC. 502. No workers shall be made available under

7 this title to any employer unless such employer enters into

8 an agreement with the United States—

9 “(1) to indemnify the United States against loss
10 by reason of its guaranty of such employer’s contracts;
11 “(2) to reimburse the United States for essential
12 expenses, not including salaries or expenses of regular
13 department or agency personnel, incurred by it for the
14 transportation and subsistence of workers under this title
15 in such amounts, not to exceed $10 per worker; and
16 “(3) to pay to the United States, in any case in
17 which a worker is not returned to the reception center
18 in accordance with the contract entered into under section
19 501 (5), an amount determined by the Secretary of
20 Labor to be equivalent to the normal cost to the employer
21 of returning other Workérs from the place of employ-
22 ment to such reception center, less any portion thereof
23 required to be paid by other employers.

24 “Sec. 503. No workers recruited under this title shall be

25 available for employment in any area unless the Regional
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Director, Bureau of Employment Security, United States
Department of Labor for such area has determined and
certified that (1) sufficient domestic workers who are able,
willing, and qualified are not available at the time and place
needed to perform the work for which such workers are to
be employed, and (2) the employment of such workers will
not adversely affect the wages and working conditions of
domestic agricultural workers similarly employed.

“Sec. 504. Workers recruited under this title who are
not citizens of the United States shall be admitted to the
United States subject to the immigration laws (or if already
i, and otherwise eligible for admission to, the United States
may, pursuant to arrangements between the United States
and the Republic of Mexico, be permitted to remain therein)
for such time and under such conditions as may be specified
by the Attorney General but, notwithstanding any other
provision of law or regulation, no penalty bond shall be re-
quired which imposes liability upon any person for the failure
of any such worker to depart from the United States upon
termination of employment.

“SEC. 505. (a) Section 210 (a) (1) of the Social
Security Act, as amended, is amended by adding at the end
thereof a new subparagraph as follows:

“‘(C) Service performed by foreign agricultural

workers under contracts entered into in accordance with
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title V of the Agricultural Act of 1949, as amended.’
“(b) Section 1426 (b) (1) of the Internal Revenue
Code, as amended, is amended by adding at the end thereof
a new subparagraph as follows:
““(C) Service performed by foreign agricultural
workers under contracts entered into in accordance with
title V of the Agricultural Act of 1949, as amended.’
“(c) Workers recruited under the provisions of this
title shall not be subject to the head tax levied under section
2 of the Immigration Act of 1917 (8 U. S. C., sec. 132).

“Sec. 506. For the purposes of this title, the Secre-
tary of Labor is authorized—

“(1) to enter into agreements with Federal and
State agencies; to utilize (pursuant to such agreements)
the facilities and services of such agencies; and to allo-
cate or transfer funds or otherwise to pay or reimburse
such agencies for expenses in connection therewith;

“(2) to accept and utilize voluntary and uncompen-
sated services; and
| “(8) when necessary to supplement the domestic
agricultural labor force, to cooperate with the Secretary
of State in negotiating and carrying out agreements or
arrangements relating to the employment in the United |
States, subject to the immigration laws, of agricultural

workers from the Republic of Mexico.
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“SEc. 508. For the purposes of this title—

“(1) The term ‘agricultural employment’ includes
services or activities included within the provisions of
section 3 (f) of the Fair Labor Standards Act of 1938,
as amended, or section 1426 (h) of the Internal Reve-
nue Code, as amended, horticultural employment, cot-
ton ginning, compressing and storing, crushing of oil
seeds, and the packing, canning, freezing, drying, or
other processing of perishable or seasonable agricul-
tural products.

“(2) The term ‘employer’ includes associations or
other groups of employers.

“Sec. 509. Nothing in this Act shall be construed as
limiting the authority of the Attorney General, pursuant to
the general immigration laws, to permit the importation
of aliens of any nationality for agricultural employment as
defined in section 508, or to permit any such alien who
entered the United States legally to remain for the purpose
of engaging in such agricultural employment under such
conditions and for such time as he, the Attorney General,
shall specify,

“Sec. 510. No workers shall be made available under
this title for employment after December 31, 1953.”
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To amend the Agricultural Act of 1949.

By Mr. Poace

Marcr 19,1951
Referred to the Committee on Agriculture
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CONGRESSIONAL RECORD—HOUSE 7147

IMPORTATION OF FOREIGN AGRICUL-
TURAL WORKERS

Mr. COLMER. Mr, Speaker, I call up
House Resolution 257 and ask for its im-
mediate consideration.

The Clerk read the resolution, as
follows:

Resolved, That immediately upon the
adoption of this resolution it shall be in
order to move that the House resolve itself
into the Committee of the Whole House on
the State of the Union for the consideration
of the bill (H. R. 3283) to amend the Agri.
cultural Act of 1949. That after general de-
bate which shall be confined to the bill and
continue not to exceed 2 hours, to be
equally divided and controlled by the chair-
man and ranking minority member of the
Committee on Agriculture, the bill shall be
read for amendment under the b6-minute
rule. At the conclusion of the considera-
tion of the bill for amendment, the Come
mittee shall rise and report the bill to the
House with such amendments a8 may have
been adopted and the previous question shall
be considered as. ordered on the bill and
amendments thereto to final passage with-
out intervening motion except one motion
to recommit.

* * * * *



1951 JUNE 27

The SPEAKER. Under the rule the
brevious question is ordered.

The question is on the engrossment
and third reading of the bill.

The bill was ordered to be engrossed
and read a third time, and was read the
third time.

The SPEAKER. The question is on
the passage of the bill.

Mr. GROSS. Mr, Speaker, I offer a
motion to recommit.

The SPEAKER. Is the gentleman op-
posed to the bill?

Mr. GROSS. Unqualifiedly.

The SPEAKER. The gentleman
qualifies.

The Clerk will report the motion.

The Clerk read as follows:

Mr. GROSS moves to recommit the bill H. R,
8283 to the Committee on Agriculture.

Mr. COOLEY. Mr. Speaker, I move
the previous question on the motion to
recommit. :

The previous question was ordered.

The SPEAKER. The question is on
the motion to recommit.

Mr. McCARTHY. Mr. Speaker, I ask
for the yeas and nays.

The yeas and nays were refused.

The motion to recommit was rejected.

The SPEAKER. The question is on
the passage of the bill.

Mr. McCARTHY. Mr. Speaker, on
that I ask for the yeas and nays.

The yeas and nays were ordered.

The question was taken; and there
were—yeas 240; nays 139; answered
“present” 1; not voting 52; as follows:

[Roll No. 90]

YEAS—240

Aandahl Church Grant
Abbitt Cole, Kans. Gregory
Abernethy Cole, N. Y. Gwinn
Albert Colmer Hagen
Allen, Calif. Combs Hale
Andersen, Cooley Halleck

H. Carl Cooper Hand
Anderson, Calif.Cotton Harden
Andresen, Cox Hardy

August H. Crawford Harris
Andrews Crumpacker Harrison, Va.
Arends Cunningham  Harrison, Wyo.
Armstrong Curtis, Mo. Harvey
Ayres Curtis, Nebr, Hays, Ark.
Barden Dague Hébert
Bates, Mass. Davis, Ga. Herlong
Battle Davis, Tenn.  Hill
Beamer Davis, Wis. Hillings
Beckworth Deane Hinshaw
Belcher DeGraflenried Hoeven
Bennett, Fla. Dempsey Hoffman, 111,
Bentsen Denny Hoffman, Mich.
Berry Devereux Holmes
Betts D’Ewart Hope
Blackney Dolliver Horan
Boggs, Del. Dondero Hunter
Bolton Dorn Jackson, Calif.
Bonner Doughton Jackson, Wash.
Bosone Eaton James
Boykin Ellsworth Jenison
Bramblett Engle Jensen
Brooks Fellows Johnson
Brown, Ga. Fernandez Jones, Mo.
Brown, Ohio Fisher Jones,
Brownson Ford Hamilton C.
Bryson Forrester Jones,
Budge Frazier Woodrow W,
Buffett Fugate Judd
Burdick Fulton Keogh
Burleson Gamble Kerr
Burton Gary Kilburn
Bush Gathings Lanham
Butler Gavin Lantaff
Byrnes, Wis. George Lovre
Camp Gore Lucas
Chelf Gossett Lyle
Chénoweth Graham McConnell
Chiperfield CGranger McCulloch
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Btanley
Steed
Stefan
Stigler
Stockman
Taber
Tackett
Talle
Teague
Thompson,
Mich.
Thompson, Tex.
Thornberry
Towe
Vail
Van Pelt
Van Zandt
Vaughn
Vinson
Vursell
Walter
Watts
Wharton
Wheeler
Whitaker
Wickersham
Willlams, Miss.
Willls
Wilson, Tex.
Winstead
Wolcott
Wood, Ga.
Wood, Idaho

O’Brien, I11,
O’Neili
O'Toole
Patterson
Perkins
Philbin
Polk

Price
Prouty
Quinn
Rabaut
Ramsay
Rankin
Reece, Tenn,
Rhodes
Ribicoft
Rodino
Rogers, Colo.
Rooney
Roosevelt
Sabath
Sasscer
Saylor
Scott,

Hugh D., Jr.
Secrest
Sheehan
Shelley
Sieminski
Sittler
Spence
Staggers
Taylor
‘Tollefson
Weichel
Welch
Widnall
Wier
Wigglesworth
Williams, N. Y.
Wilson, Ind.
Withrow
Wolverton
Yates
Yorty
Zablocki

Kelley, Pa.
Kersten, Wis,
Kilday
Larcade
LeCompte
McMillan
Merrow
Murphy
Murray, Wig,
Norrell
O’Brien, Mich.
O’Konski

McDonough Pickett
McGregor Poage
McKinnon Potter
McMullen Poulson
McVey Priest
Mack. Wash, Radwan
Magee Rains
Mahon Reed, I,
Mansfield Reed, N. Y,
Martin, Iowa  Rees, Kans.
Martin, Mass, Regan
Meader Richards
Miller, Md. Riehlman
Miller, Nebr. Riley
Miller, N. ¥, Rivers
Mills Roberts
Mitchell Robeson
Morano Rogers, Fla.
Morris Rogers, Mass,
Morrison Rogers, Tex.
Morton Sadlak
Moulder St. George
Mumma Schwabe
Murdock Scrivner
Murray, Tenn. Scudder
Nelson Szely~Brown
Nicholson Shafer
Norblad Sheppard
O’Hara Short
Ostertag Sikes
Passman Simpson,Jll.
Patman Smith, Miss.
Patten Smith, Wis.
Phillips Springer
NAYS—139
Addonizin Goodwin
Angell Granahan
Aspinall Green
Baliley Greenwood
Baker Gross
Bakewell Hart
Baring Havenner
Barrett Hays, Ohio
Bates, Ky. Hedrick
Beall Heffernan
Bender Heller
Bennett, Mich. Herter
Bishop Heselton
Blatnik Hess
Bolling Holifleld
Bow Howell
Bray Hull
Brehm Jarman
Burnside Javits
Byrne,N. Y, Jenkins
Canfield Jonas
Cannon Karsten, Mo.
Case Kean
Celler Kearney
Chudoft Kearns
Clemente Keating
Clevenger Kelly, N. Y.
Corbett Kennedy
Coudert King
Crosser Kirwan
Delaney Klein
Denton Kluczynski
Dollinger Lane
Donohue Latham
Donovan Lesinski
Doyle Lind
Eberharter McCarthy
Elston MeGrath
Fallon McGuire
Feilghan Machrowicz
Fenton Mack, Ili.
Fine Madden
Fogarty Marshall
Forand Mason
Furcolo Miller, Calif.
Garmatz Morgan
Golden Multer
ANSWERED “PRESENT”—1
McCormack
NOT VOTING—b52
Adair Dingell
Allen, I11, Durham
Allen, La. Elliott
Anfuso Evins
Auchincloss Flood
Boggs, La, Gillette
Breen Gordon
Buckley Hall,
Busbey Edwin Arthur
Carlyle Hall,
Carnahan Leonard W,
Chatham Irving
Dawson Jones, Ala,

Powell
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Preston Smith, Kans, Velde
Reams Smith, Va, Vorys
Redden Sutton Werdel
Scott, Hardie Thomas Whitten
Stmpson, Pa.  Trimble Woodruft

50 the bill was passed.

The Clerk announced
pairs:

On this vote:

Mr. Whitten for,
Pennsylvania against.

Mr. Boggs of Louisiana for, with Mr. BuCk=~
ley against.

Mr. Jones of Alabama for, with Mr. Flood
against.

Mr, Carlyle for, with Mr. Dingell against,

Mr. Auchincloss for, with Mr, Anfuso
against. :

Mr. Adair for, with Mr. Irving against.

Mr. Preston for, with Mr. O’Konski against,

Mr. Norrell for, with Mr. McCormack
against.

Mr, Werdel for, with Mr. Powell against.

Mr. Evins for, with Mr. Woodruff against.

Mr. Trimble for, with Mr. Velde against.

Mr. Durham for, with Mr. Murphy against.

Mr. Redden for, with Mr, Gordon against,

Mr. Smith of Virginia for, with Mr. Daw=
son against.

‘Mr. Larcade for, with Mr. Breen against.

the following

with Mr. Kelley of

Mr. Chatham for, with Mr. O’Brien of
Michigan against.

Mr. McMillan for, with Mr. Carnahan
against.

Until further notice:

-Mr. Allen of Louisiana with Mr. Merrow.

‘Mr. Sutton with Mr. Murray of Wisconsin.

Mr. Kilday with Mr. Simpson of Penn-
sylvania.

Mr. Elliott with Mr. Leonard W. Hall.

Mr. McCORMACK. Mr. Speaker, on
this bill I voted “nay.” I have a live
pair with the gentleman from Arkansas,
Mr. NorreLL. If he were here, he would
vote “yea.” I withdraw my vote and
vote “present.”

Mrs. ROGZRS of Massachusetts
changed her vote from “nay” to “yea.”

Mr. BENDER changed his vote from
uyean to unay‘n

The result of the vote was announced
as above recorded.

Mr. COOLEY. Mr. Speaker, I ask
unanimous consent to take from the
Speaker’s desk the bill (8. 984) to amend
the Agricultural Act of 1949, and ask
for its immediate consideration.

The Clerk read the title of the bill.

The SPEAKER. Is there objection to
the request of the gentleman from North
Carolina?

There was no objection.

The Clerk read the bill, as follows:

Be it enacted, etc., That the Agricultural
Act of 1949 is amended by adding at the end
thereof a new titie to read as follows:

“TITLE V—AGRICULTURAL WORKERS

“Sec. 501. For the purpose of assisting in
such production of agricultural commodi«
ties and products as the Secretary of Agri~
culture deems necessary, by supplying agri-
cultural workers from the Republic of Mex~
ico (pursuant to arrangements between the
United States and the Republic of Mexico),
the Secretary of Labor is authorized—

“(1) to recruit such workers (including
any such workers temporarily in the United
States under legal entry);

“(2) to establish and operate reception
centers at or near the places of actual entry
of such workers into the continental United
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States for the purpose of receiving and hous-
ing such workers while arrangements are
being made for their employment in, or de-
parture from, the continental United States;

“(8) to provide transportation for such
workers from recruitment centers outside
the continental United States to such recep-
tion centers and transportation from such
reception centers to such recruitment cen-
ters after termination of employment;

“(4) to provide such workers with such
subslstence, emergency medical care, and
burial expenses (not exceeding $150 burial
expenses in any one case) as may be or be-
come necessary during transportation au-
thorized by paragraph (3) and while such
workers are at reception centers;

“(b) to assist such workers and employers
in negotiating contracts for agricultural em-
ployment (such workers being free to accept
or decline agricultural employment with any
eligible employer and to choose the type of
agricultural employment they desire, and
eligible employers being free to offer agri-
.cultural employment to any workers of their
choice not under contract to other em-=
ployers);

“(6) to guarantee the performance by em-
ployers of provisions of such contracts re-
lating to the payment of wages or the fur-
nlshing of transportation.

“Sec. 502. No workers shall be made avail«
able under this title to any employer unless
such employer enters inte an agreement
with the United States—

“(1) to indemnify the United States
against loss by reason of its guaranty of
such employer’s contracts;

“(2) to reimburse the United States for
essential expenses, not including salaries or
expenses of regular department or agency
personnel, incurred by it for the transpor-
tation and subslstence of workers under this
title in amounts not to exceed $20 per
worker; and

“(3) to pay to the United States, in any
case In which a worker is not returned to
the reception center in accordance with the
contract entered into under section 501 (5)
and is apprehended within the TUnited
States, an amount ‘determined by the Sec-
retary of Labor to be equivalent to the nor-
mal cost to the employer of returning other
workers from the place of employment to
such reception center, less any portion there-
of required to be paid by other employers.

“Sec. 503. No workers recruited under this
title shall be available for employment in
any area unless the Secretary of Labor for
such area has determined and certified that
(1) sufficlent domestic workers who are able,
willing, and qualified are not available ag
the time and place needed to perform the
work for which such workers are to be emae
ployed, and (2) the employment of such
workers will not adversely affect the wages
and working conditions of domestic agricul-
tural workers similarly employed, and (3)
Teasonable efforts have been made to attract
domestic workers for such employment at
wages and standard hours of work compara
ble to those offered to foreign workers,

“Sec.504. Workers recruited under this
title who sre not citizens of the United
States ghall be admitted to the United States
subject to the immigration laws (or if al-
ready in, by virtue of legal entry and other«
wise eligible for admission to, the United
States may, pursuant to arrangements be-
tween the United States and the Republic of
Mezxico, be permitted to remain therein) for
such time and under such conditions as may
be specified by the Attorney General hut,
unotwithstanding any other provision of law
or regulation, no penalty bond shall be re=
quired which imposes liability upon any pers=
son for the failure of any such worker to de-
part from the United States upon termina-
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tion of employment: Provided, That mno
workers shall be made available under this
title to, nor shall any workers made available
under this title be permitted to remain in
the employ of, any employer who has in his
employ any Mexican alien when such em-
ployer knows or has reasonable grounds to
believe or suspect or by reasonable inquiry
could have ascertained that such Mexican
alien 1s not lawfully within the United
States.

“Sec. 506. (a) Section 210 (a) (1) of the
Social Security Act, as amended, is amended
by adding at the end thereof a new sub-
paragraph as follows:

*‘(C) Service performed by foreign agri-
cultural workers under contracts entered into
in accordance with title V of the Agricultural
Act of 1049, as amended.

“(b) Section 1426 (b) (1) of the Intere
nal Revenue Code, as amended, is amended
by adding at the end thereof a new subpara-
graph as follows:

*“*(C) Service performed by foreign agri-
cultural workers under contracts entered into
in accordance with title V of the Agricultural
Act of 1949, as amended.*

*(c) Workers recruited under the provi-
sions of this title gshall not be subject to the
head tax levied under section 2 of the Im-
migration Act of 1917 (8 U. 8. C,, sec. 132).

“Sec. 508. For the purposes of this title,
the Secretary of Labor is authorized—

“(1) to enter into agreements with Fed=
eral and State agencies; to utilize (pursuant
to such agreements) the facilities and serve
ices of such agencies; and to allocate or
transfer funds or otherwise to pay or reim=
hurse such agencies for expenses in connec-
tion therewith;

“(2) to accept and utilize voluntary and
uncompensated services; and

“(3) when necessary to supplement the
domestic agricultural labor force, to co=
operate with the Secretary of State in nego-
tiating and carrying out agreements on ar-
rangements relating to the employment in
the United States, subject to the immigration
laws, of agricultural workers from the Re-
public o~ Mexico.

“Sgc. 507. For the purposes 5f this title—

“(1) The term ‘agricultural employment’
includes services or activities included with-
in the provisions of section 3 (f) of the Fair
Labor Standards Act of 1938, as amended,
or section 1426 (h) of the Internal Revenue
Code, as amended.

“(2) The term ‘employer’ shall include an
association, or other group, of employers, but
only if (A) those of its memhers for whom
workers are besing obtained are bound, in
the event of its default, to carry out the obli-
gations urdertaken by it pursuant to sec-
tion 502, or (B) the Secretary determines
that such individual liability is not neces-
sary to assure performance of such obliga-
tions.

“Sec. 508. Nothing in this act shall be
construed as limiting the authority of the
Attorney General, pursuant to the general
immigration laws, to permit the importation
of aliens of any nationality for agricultural
employment as defined in section 507, or to
permit any such alien who entered the
United States legally to remain for the pur~
pose of engaging in such agricultural em-
ploymert under such conditions and for
such time as he, the Attorney General, shall
specify.

“Src. 509. Any person who shall employ
any Mexican alien not duly admitted by an
immigration officer or not lawfully entitled
to enter or to reside within the United
States under the terms of this act or any
other law relating to the immigration or ex-
pulsion of aliens, when such person knows
or has reasonable grounds to believe or sus<
pect or by reasonable inquiry could have
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ascertained that such alien 15 not lawfully
within the United States, or any person who,
having employed such an alien without
knowing or having reasonable grounds to
believe or suspect that such alien 18 unlaw-
fully within the United States and who could
not have obtained such information by rea-
sonable inquiry at the time of giving such
employment, shall obtain information during
the course of such employment indicating
that such alien is not lawfully within the
United States and shall fail to report such
information promptly to an immigration of-
ficer, shall be guilty of a felony, and upon
conviction thereof shall be punished by g
fine not exceeding 2,000, or by imprison.
ment for a term not exceeding 1 year, or
both, for each alien in respect to whom any
violation of this section occurs.

“Sec. 510. No workers will be made avail-
eble under this title for employment after
December 31, 1952.”

Mr. COOLEY. Mr. Speaker, I offer an
amendment,
The Clerk read as follows:

Mr. CoorLEY moves to strike out all after
the enacting clause of S. 984, and insert the
provisions of H. R. 3283, as passed: “That the
Agricultural Act of 1949 1s amended by add-
ing at the end thereof a new title to read
as follows:

“ ‘TrrLE V—AGRICULTURAL WORKERS

* 'Sec. 601. For the purpose of assisting in
such production of agricultural commodities
and products as the Secretary of Agriculture
deems necessary, by supplying agricultural
workers from the Republic of Mexico (pur-
suant to arrangements between the United
States and the Republic of Mexico), the Sec-
retary of Labor is authorized—

“‘(1) to recruit such workers (including
any such workers temporarily in the United
States);

“‘(2) to establish and operate reception
centers at or near the places of actual entry
of such workers into the continental United
States for the purpose of receiving and hous-
ing such workers while arrangements are
being made for their employment in, or de-
parture from, the continental United States;

“‘(3) to provide transportation for such
workers from recruitment centers outside the
continental United States to such reception
centers and transportation from such recep-
tion centers to such recruitment centers
after termination of employment;

**‘(4) to provide such workers with such
subsistence, emergency medical care, and
burial expenses (not exceeding $150 burial
expenses in any one case) as may be or be-
come necessary during transportation au-
thorized by paragraph (3) and while such
workers are at reception centers;

“‘(5) to assist such workers and employ-
ers in negotiating contracts for agricultural
employment (such workers being free to ac-
cept or decline agricultural employment with
any eligible employer and to choose the type
of agricultural employment they desire, and
eligible employers being free to offer agricul-
tural employment to any workers of their
choice not under contract to other em-
ployers) ;

“ *(6) to guarantee the performance by em-
ployers of provisions of such contracts relat-
ing to the payment of wages or the furnish-
ing of transportation.

** *See. 502. No workers shall be made avail-
able under this title to any employer unless
such employer enters into an agreement with
the United States—

“‘(1) to indemnify the United States
against loss by reason of its guaranty of
such employer’s contracts;

*“*(2) to reimburse the United States for
essential expenses, not including salaries or
expenses of regular department or agency
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personnel, incurred by it for the transporta-
tion and subsistence of workers under this
title in such amounts, not to exceed $10 per
worker; and

“*(3) to pay to the United States, in any
case in which a worker is not returned to
the reception center in accordance with the
contract entered into under section 501 (5),
an amount determined by the Secretary of
Labor to be equivalent to the normal cost
to the employer of returning other workers
from the place of employment to such re-
ception center, less any portion thereof re-
quired to be paid by other employers.

¢ ‘SECc. 503. No workers recruited under
this title shall be available for employment
in any area unless the Regional Director,
Eureau of Employment Securii;, United
States Department of Lakor for such arca
has determined and certified that (1) sufi-
cient domestic workers who are able, willing,
and qualified are not available at the time
and place nesded to perform the work for
which such workers are to be employed, and
(2) the employment of such workers will not
adversely affect the wages and working con-
ditions of domestic agricultural worke:rs
similarly employed.

‘“ *SEC. 504. Workers recruited under this
title who are not citizens of the United
States shall be admitted to the United States
subject to the immigration laws (or if al-
ready in, and otherwise eligible for admis-
sion to, the United States may, pursuant
to arrangements between the United States
and the Rezpublic of Mexico, be permitted
to remain therein) for such time and under
such conditions as may be specified by the
Attorney Gencral but, notwithstanding any
other provision of law or regulation, no
penalty bond shall be required which im-
poses liability upon any person for the fail-
ure of any such worker to depart from the
United States upon termination of
employment.

“*Sgc. 505, (a) Section 210 (a) (1) of the
Social Security Act, as amended, is 2mended
by adding at the end thereof a new sub-
paragraph as follows:

©“¢%(C) Service performed by foreign agri-
cultural workers under contracts entered
into in accordance with title V of the Agri-
cultural Act of 1949, as amrended.”

“¢(b) Section 1426 (b) (1) of the Inter-
nal Revenue Code, as amended, is amended
by adding at the end thereof a new sub-
paragraph as follows:

“e4(C) Bervice performed by foreign agri-
cultural workers under contracts entered
into in accordance with title V of the Agri-
cultural Act of 1949, as amended.”

“‘(c) Workers recruited under the pro-
visions of this title shall not be subject to
the head tax levied under section 2 of the
Immigration Act of 1817 (8 U. 8. C,, sec. 132).

“‘Sec. 506. For the purposes of this title,
the Secretary of Labor is authorized—

“(1) to enter into agreements with Fed-
eral and State agencies; to utilize (pursu-
ant to such agreements) the facilities and
services of such agencies; and to allocate
or transfer funds or otherwise to pay or
reimburse such agencies for expenses in con-
nection therewith;

“4(2) to accept and utilize voluntary and
uncompensated services; and

“¢(3) when necessary to supplement the
domestic agricultural labor force, to cooper=
ate with the Secretary of State in negotiat-
ing and carrying out agreements or arrange-
ments relating to the employment in the

United States, subject to the immigration

laws, of agricultural workers from the Re-
public of Mexico.
«‘gEe. 507. For the purposes of this title—
“¢(1) The term “agricultural employment”
includes services or activities included with-
in the provisions of section 3 (f) of the Fair
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Labor Standards Act of 1938, as amended,
or section 1426 (h) of the Internal Revenue
Code, as amended, horticultural employ«-
ment, cotton ginning, compressing and stor-
ing, crushing of oil seeds, and the packing,
canning, freezing, drying, or other processing
of perishable or seasonable agricultural
products.

*“‘(2) The term *“employer” includes asso-
ciations or other groups of employers.

“‘Scgc. 508. Nothing in this act shall be
construed as limiting the authority of the
Attorney General, pursuant to the general
immigration laws, to permit the importa-
tion of aliens of any nationality for agricul-
tural employment as defined in section 508,
or to permit any such alien who entered the
United States legally to remain for the pur-
pose of engaging in such agricultural em-
ployment under such conditions and for
such time as he, the Attorney General, shall
specify.

* ‘SEC. 5C9. No workers shall be made avail-
able under this title for employment after
December 31, 1953."

The amendment was agreed to.

The bill was ordered to be read a third
time, was read the third time, and
passed, and a motion to reconsider was
laid on the table.

By unanimous consent, the proceed-
ings by which the bill H. R. 3283 was
pass=d were vacated, and that bill was
laid on the table.

GENERAL LEAVE TO EXTEND

Mr. COOLEY. Mr. Speaker, I ask
unanimous consent that all Members
who desire to do so may revise and
extend thesir remarks on the bill (H. R.
3283) to amend the Agricultural Act of
1949.

The SPEAKER. Is there objection
to the request of the gentleman from
North Carolina?

There was no objection.
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SUPPLYING AGRICULTURAL WORKERS
FROM MEXICO

The PRESIDENT pro tempore laid be-
fore the Senate the amendment of the
House of Representatives to the bill (S.
984) to amend the Agricultural Act of
1949, which was to strike out all after
the enacting clause and insert:

That the Agricultural Act of 1949 is
amended by adding at the end thereof a new
title to read as follows:

“TITLE V—AGRICULTURAL WORKERS

“Sgc. 501. For the purpose of assisting in
such production of agricultural commodities
and products as the Secretary of Agriculture
deems necessary, by supplying agricultural
workers from the Republic of Mexico (pur-
suant to arrangements between the United
States and the Republic of Mexico), the Sec-
retary of Labor is authorized—

*(1) to recruit such workers (including
any such workers temporarily in the United
States);

“(2) to establish and operate reception
centers at or near the places of actual entry
of such workers into the continental United
States for the purpose of receiving and hous-
ing such workers while arrangements are
being made for their employment in, or de-
parture from, the continental United States:

“(3) to provide transportation for such
workers from recruitment centers outside the
continental United States to such reception
centers and transportation from such recep-
tion centers to such recruitment centers
after termination of employment;

“(4) to provide such workers With such
subsistence, emergency medical care, and
burial expenses (not exceeding $150 burial
expenses in any one case) &8s may be or be-
come necessary during transportation au-
thorized by paragraph (3) and while such
workers are at reception centers;

*(5) to assist such workers and employers
in negotiating contracts for agricultural em-
ployment (such workers being free to accept
or decline agricultural employment with any
eligible employer and to choose the type of
agricultural employment they desire, and el-
igible employers being free to offer agricul-
tural employment to any workers of their
choice not under contract to other employ-
ers);

*(6) to guarantee the performance by em-
ployers of provisions of such contracts relat-
ing to the payment of wages or the furnish~
ing of transportation,

“SEec. 502. No workers shall be made avail-
able under this title to any employer unless
such employer enters into an agreement with
the United States—

“(1) to indemnify the United States
against loss by reason of its guaranty of
such employer’s contracts;

*(2) to reimburse the United States for
essential expenses, not including salaries or
expenses of regular department or agency
personnel, incurred by it for the transporta-
tion and subsistence of workers under this
title in such amounts, not to exceed $10 per
worker; and

*(3) to pay to the United States, in any
case in which a worker is not returned to
the reception center in accordance with the
contract entered into under section 501 (5),
an amount determined by the Secretary of
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Labor to be equivalent t0 the normal cost
to the employer of returning other workers
from the place of employment to such re-
ception center, less any portion thereof re-
quired to be paid by other employers.

“SEc. 503. No workers recruited under this
title shall be available for employment in
any area unless the Regional Director, Bu-
reau of Employment Security, United States
Dzpartment of Labor, for such area has de-
termined and certified that (1) suficient
domestic workers who are able, willing, and
qualified are not available at the time and
place needed to perform the work for which
such workers are to be employed, and (2) the
employment of such workers will not ad-
versely affect the wages and working condi.
tions of domestic agricultural workers simi-
larly employed.

“SEc. 504. Workers recruited under this
title who are not citizens of the United
States shall be admitted to the United States
subject to the immigration laws (or if already
in, and otherwise eligible for admission to,
the United States, may, pursuant to ar-
rangements between the United States and
the Republic of Mexico, be permitted to re-
main therein) for such time and under such
conditions as may be specified by the Attor-
ney General but, notwithstanding any other
provision of law or regulation, no penalty
bond shall be required which imposes lia-
bility upon any person for the failure of any
such worker to depart from the United States
upon termination of employment.

“SeEc. 505. (a) Section 210 (a) (1) of the
Social Security Act, as amended, is amended
by adding at the end thereof a new subpara-
graph as follows:

“¢(C) Service performed by foreign agri.
cultural workers under contracts entered into
In accordance with title V of the Agricultural
Act of 1949, as amended.’

“(b) Section 1426 (b) (1) of the Internal
Revenue Code, as amended, is amended by
adding at the end thereof a new subpara-
graph as follows:

“¢(C) Service performed by foreign agri-
cultural workers under contracts entered
into in accordance with title V of the Agri.
cultural Act of 1948, as amended.’

“(c) Workers recruited under the provi-
sions or this title shall not be subject to the
heud tax levied under section 2 of the Immi-
gration Act of 1917 (8 U. S. C,, sec. 132).

“Sec. 506. For the purposes of this title,
the Secretary of Labor is authorized—

“(1) to enter into agreements with Federal
and State agencies; to utilize (pursuant to
such agreements) the facilities and services
of such agencies; and to allocate or transfer
funds or otherwise to pay or reimburse such
agencies for expenses in connection there-
with;

“(2) to accept and utilize voluntary and
uncompensated services; and

*“(3) when necessary to supplement the
domestic agricultural labor force, to cooper-
ate with the Secretary of State in negotiating
and carrying out agreements or arrangements
relating to the employment in the United
States, subject to the immigration laws, of
agricultural workers from the Republic of
Mexico.

“Sec. 507. For the purposes of this title~—

“(1) The term ‘agricultural employment*
includes services or activities included within
the provisions of Section 3 (f) of the Fair
Labor Standards Act of 1938, as amended, or
section 1426 (h) of the Internal Revenue
Code, as amended, horticultural employment,
cotton ginning, compressing and storing,
crushing of oil seeds, and the packing, can-
ning, freezing, drying, or other processing
of perishable or seasonable agricultural
products.

“(2) The term ‘employer’ includes associa«
tions or other groups of employers.

“SEc. 508. Nothing in this act shall be
construed as limiting the authority of the
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Attorney General, pursuant to the general
immigration laws, to permit the importation
of aliens of any nationality for agricultural
employment as defined in section 507, or to
permit any such alien who entered the United
States legally to remain for the purpose of
engaging in such agricultural employment
under such conditions and for such time as
he, the Attorney General, shall specify.

“SEc. 509. No workers shall be made avail-
able under this title for employment after
December 31, 1953.”

Mr. ELLENDER. Mr. President, I
move that the Senate disagree to the
amendment of the House, request a con-
ference with the House on the disagree-
ing votes of the two Houses thereon, and
that the Chair appoint the conferees on
the part of the Senate.

The motion was agreed to; and the
President pro tempore appointed Mr.
ELLENDER, Mr. HOEY, Mr. JoHNSTON of
South Carolina, Mr, AIKEN, and Mr.
Youne conferees on the part of the
Senate.

Mr. ELLENDER subsequently said: Mr.
President, earlier today the distin-
guished junior Senator from South Car-
olina [Mr. JOHNSTON] was appointed a
conferee on Senate bill 984. I am in-
formed that he is out of town and will
not return until Monday. It is neces-
sary that the conferees act tomorrow or
the next day. I therefore ask unani-
mous consent that the distinguished
Senator from South Carolina bhe dis-
charged from further service as a con-
feree and that in his place there be ap-
pointed the distinguished senior Senator
from Florida [Mr. HorLLaNDp].

The PRESIDENT pro tempore. With-
out objection, the substitution will be
made.
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AGRICULTURAL ACT OF 1949

Mr. COOLEY. Mr. Speaker, I ask
unanimous consent to take from the
Speaker’s table the bill (8. 984) to amend
the Agricultural Act of 1949, with House
amendments thereto, insist on the
amendments of the House and agree to
the conference asked by the Senate.

The SPEAKER. Is there objection to
the request of the gentleman from North
Carolina? [After a pause.] The Chair
hears none, and appoints the following
conferees: Mr. CooLEY, Mr. PoaGce. Mr.
GRrANT, Mr. Hore, and Mr. AucusT H.
ANDRESEN.
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June 30, 1951.—Ordered to be printed

Mr. CooLey, from the committee of conference, submitted the
following

CONFERENCE REPORT

[To accompany S. 984]

The committee of conference on the disagreeing votes of the two
Houses on the amendment of the House to the bill (S. 984) to amend
the Agricultural Act of 1949, having met, after full and free conference,
have agreed to recommend and do recommend to their respective
Houses as follows:

That the Senate recede from its disagreement to the amendment of
the House and agree to the same with an amendment as follows:

In lieu of the matter proposed to be inserted by the House amend-
ment insert the following: That the Agricultural Act of 1949 is amended
by adding at the end thereof a new title to read as follows:

“TITLE V—AGRICULTURAL WORKERS

“Sec. 501. For the purpose of assisting in such production of agri-
cultural commodities and products as the Secretary of Agriculture deems
necessary, by supplying agricultural workers from the Republic of
Mezxico (pursuant to arrangements between the United States and the
Republic of Mexico), the Secretary of Labor is authorized—

“(1) to recruit such workers (including any such workers who
have resided in the Unated States for the preceding five years, or
who are temporarily in the United States-under legal entry);

“(2) to establish and operate reception centers at or near the places
of actual entry of such workers into the continental United States
Jor the purpose of recetving and housing such workers while arrange-
ments are being made for their employment in, or departure from,
the continental United States; i

“(3) to provide transporiation for such workers from recruitment
centers outside the continental Unated Siates to such reception centers
and transporiation from such reception centers to such recruitment
centers after termination of employment;
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“(4) to provide such workers with such subsistence, emergency
medical care, and burial expenses (not exceeding $150 burial expenses
in any one case) as may be or become necessary during transportation
authorized by paragraph (3) and while such workers are at reception
centers;

“(5) to assist such workers and employers in negotiating contracts
for agricultural employment (such workers being free to accept or
decline agricultural employment with any eligible employer and to
choose the type of agricultural employment they desire, and eligible
employers being free to offer agricultural employment to any workers
of their choice not under contract to other employers);

“(6) to guarantee the performance by employers of provisions of
such contracts relating to the payment of wages or the furnishing of
transportation.

“Sec. 502. No workers shall be made available under this title to any
gmployer unless such employer enters into an agreement with the United
tates—

‘(1) to indemnify the United States against loss by reason of its
guaranty of such employer’s contracts;

“®) to reimburse the United States for essential expenses, not
wncluding salaries or-expenses of regular department or agency
personnel, incurred by it for the transportation and subsistence of
workers wunder this title +n amounts not to exceed $15 per worker; and

“(8) to pay to the United States, in any case in which a worker is
not returned to the reception center in accordance with the contract
entered into under section 501 (5), an amount determined by the
Secretary of Labor to be equivalent to the normal cost te the employer
of returning other workers from the place of employment to such
reception center, less any portion thereof required to be paid by other
employers.

“Skc. 503. No workers recruited under this title shall be available for
employment in any area unless the Secretary of Labor has determined
and certified that (1) sufficient domestic workers who are able, willing, and
qualified are not available at the time and place needed to perform the
work for which such workers are to be employed, (2) the employment of
such workers will not adversely affect the wages and working conditions
of domestic agricultural workers similarly employed, and (3) reasonable
efforts have been made to attract domestic workers for such employment at
wages and standard hours of work comparable to those offered to foreign
workers.

“Skc. 504. Workers recruited under this title who are not citizens of
the United States shall be admitted to the United States subject to the im-
migration laws (or if already in, for not less than the preceding five
years or by virtue of legal entry, and otherwise eligible for admission to,
the United States may, pursuant to arrangements between the United
States and the Republic of Mexico, be permitted to remain therein) for
such time and under such conditions as may be specified by the Attorney
General but, notwithstanding any other provision of law or regulation,
n0 penalty bond shall be required which imposes liability upon any person
for the failure of any such worker to depart from the United States upon
termination of employment: Provided, That no workers shall be made
available under this title to, nor shall any workers made available under
this title be permitted to remain in the employ of, any employer who has
in his employ any Mexican alien when such employer knows or has
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reasonable grounds to believe or suspect or by reasonable inguiry could
have ascertained that such Mexican alien 1s not lawfully within the
United States.

“Sec. 505. (a) Section 210 (a) (1) of the Social Security Act, as
amended, is amended by adding at the end thereof a new subparagraph
as follows:

“ ) Service performed by foreign agricultural workers under
contracts entered into in accordance with title V of the Agricultural
Act of 1949, as amended.

“(b) Section 1426 (b) (1) of the Internal Revenue Code, as amended, is
amended by adding at the end thereof a new subparagraph as follows:

“(C) Service performed by foreign: agricultural workers under
contracts entered into in accordance with title V of the Agricultural
Act of 1949, as amended.’

“(c) Workers recruited under the provisions of this title shall not be
subject to the head tax levied under section 2 of the Immigration Act of
1917 (8 U. 8. C., sec. 132).

“Sec. 506. For the purposes of this title, the Secretary of Labor is
authorized—

“(1) to enter into agreements with Federal and State agencies;
to utilize (pursuant to such agreements) the facilities and services
of such agencies; and to allocate or transfer funds or otheruise to
pay or reimburse such agencies for expenses in connection therewith;

“(2) to accept and utilize voluntary and uncompensated services;
and

“(8) when necessary to supplement the domestic agricultural labor
force, to cooperate with the Secretary of State in negotiating and
carrying out agreements or arrangements relating to the employment
i the Unated States, subject to the immigration laws, of agricultural
workers from the Republic of Mexico.

“Sgec. 507. For the purposes of thais title—

“(1) The term ‘agricultural employment’ includes services or
activities included within the provisions of section 8 (f) of the Fair
Labor Standards Act of 1938, as amended, or section 1426 (h) of
the Internal Revenue Code, as amended, horticultural employment,
cotton ginming, compressing and storing, crushing of oil seeds, and
the packing, canning, freezing, drying, or other processing of perish-
able or seasonable agricultural products.

“(2) The term ‘employer’ shall include an association, or other
group, oy employers, but only if (A) those of its-members for whom
workers are being obtained are bound, in the event of its default, to
carry out the obligations undertaken by it pursuant to section 502,
or (B) the Secretary determines that such individual Lability is
not necessary to assure performance of such obligations.

“Sec. 508. Nothing in this Act shall be construed as limiting the
authority of the Attorney General, pursuant to the general immigration
laws, to permit the importation of aliens of any nationality for agricul-
tural employment as defined in section 507, or to permit any such alien
who entered the United States legally to remain for the purpose of engaging
m such agricultural employment under such conditions and for such
time as he, the Attorney General, shall specify.
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“Sec. 609. No workers will be made available under this title for
employment after December 31, 19563.”

And the House agree to the same.

HarorLp D. CooLEy,

W. R. Poagg,

GEORGE GRANT,

Cuirrorp R. Horg,

Avc. H. ANDRESEN,
Managers on the Part of the House.

AiLLEN J. ELLENDER,

CuypE R. Hogry,

Spressarp L. HoLvranp,

GeorGgE D. AIKEN,

Mivron R. Younag,
Managers on the Part of the Senate:



STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE

The managers on the part of the House at the conference on the
disagreeing votes-of the two Houses on the amendment of the House
to the bill (S. 984) to amend the Agricultural Act of 1949, submit
the following statement in explanation of the action agreed upon by
the confereces and recommended in the accompanying conference
report:

The House amendment to the bill struck out all after the enacting
clause and inserted in lieu thercof the text of the House bill (H. R.
3283), which had been adopted by the House as reported by the
Committee on Agriculture,

The bill as agreed upon by the committee of conference and recom-
mended in the accompanying report is a substitute in lieu of the
amendment made by the House to the Senate bill. In the main it
adopts most of the provisions of the Senate bill with the exception
of section 509, which has been eliminated from the substitute agreed
upon by the committee of conference.

GENERAL STATEMENT

The purpose of this bill is to authorize and implement an agreement
with Mexico under which Mexican agricultural workers msy be
available when needed, and when such workers are not available
from the domestic labor force, to assist in growing, harvesting, and
preparing for consumption crops grown in the United States. It is
a bill which 1s of great interest and berefit to the consumer, as well
as to the farmer engaged in the production of these crops, for with
the exception of cotton.and sugar beets almost all of the crops on
which it is expected such labor may be needed are crops such as
fruits and vegetables which move directly to the consumer. If there
is insufficient labor to tend or harvest these crops, causing even a
temporary shortage or disruption of their movement to market, this
18 a situation which is certain to be felt immediately by consumers
in the form of diminished supplies of such fruits and vegetables and
higher prices for those which are on the market. It is essential to
the stabilization of our economy that these agricultural commodities
be brought to market in sufficient volume to maintain stability of
supplies and prices.

Differences between the House bill and the bill agreed upon by
the committee of conference and recommended in the accompanying
report are explained below:

SECTION 501

The only change in this section is in subsection (1) where the com-
mittee-of conference has adopted the Senate language requiring that
workers eligible for employment under this bill shall be in the United
States under legal entry and has added a provision which will permit

5
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also the hiring of any Mexican national who has resided in the United
States for the previous 5 years. This will prevent the .hiring of so-
called “wetbacks” under the contracts authorized by this %ill but
will permit those Mexicans who actually have lived for many years
in the United States, even though their entry might not have con-
formed to legal requirements, to obtain agricultural work. The
committee of conference believes that this provision is necessary in
essential justice to the many Mexicans who, because of the closeness
of Mexico and the United States and the traditional freedom of move-
ment across the border, may have entered the United States without
complying with immigration formalities, but who have been for
many years continuous and useful residents in the United States. It
should' be remembered that even though such Mexicans may meet
the requirements of this provision and be acceptable to their American
employers, they still cannot be contracted without the consent of the
Mexican Government.
SECT1ON 502

In subsection (2) the amount “$10” is changed to “$15”,

SECTION 503

Two changes are made in this section:

(1) The committee of conference has accepted the Senate require-
ment that the determination as to the availability of domestic workers
for agricultural purposes shall be made by the Secretary of Labor,
instead of by the regional director, Bureau of Employment Security,
United States Department of Labor, for the area involved, as provided
in the House bill. This appears to the committee of conference to be
a relatively minor change, since the regional director works under and
by delegation of authority from the Secretary of Labor and it is
assumed by the committee of conference that, inasmuch as time is
frequently of the essence in the hiring of agricultural labor and har-
vesting of agricultural crops, the Secretary of Labor will delegate to
the regional director the authority to make these determinations
where the time element is important and where reference to the Secre -
tary himself would entail any measurable delay.

(2) The committee of conference also accepted the provision of the
Senate bill requiring that the Secretary of Labor must certify before
foreign labor may be utilized under the terms of this bill that reason-
able efforts have been made to attract domestic workers for such
employment at wages and standard hours of work comparable to
those offered to foreign workers.

SECTION 504

_ Two changes are made by the committee of conference in this sec-
tion:

(1) On page 4, line 12 of the House bill after the word “in” the
words “for not less than the preceding 5 years or” have been added.
This is the same change made in section 501 (1) and was discussed
under the amendments to that section.

(2) The conference has accepted the proviso to this section con-
tained in the Senate bill which provides that no workers shall be made
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available under the terms of this bill nor permitted to remain in the
employ of any employer who is using ‘“wetback’ labor.

SECTION 508

In this section the committee of conference has accepted the House
language of subsection (1). This permits the employment of workers
made available under the bill in various types of processing plants
which are intimately related to and connected with the production of
agricultural commodities and which perform functions which must
be carried out before those commodities can be made available for
use or consumption. Virtually all of these processing plants are’
located actually out in the country or in small cities and towns which
are entirely rural in character. They are affected by the same labor
conditions which apply to the farms, orchards, and other agricultural
operations in the area. In those few instances where processing
plants of this type are located in larger cities—where there might be
presumed to be some supply of domestic labor available—they will
be necessarily removed from agricultural areas and environments to
such an extent that the required certification by the Secretary of
Labor that domestic labor 1s not available will in most instances
amount to a certification for each individual plant.

In subsection (2) of section 508 the committee of conference has
adopted the Senate language which requires that associations who
act as employers under the terms of this bill shall be acceptable for
that purpose only if the individual members thereof are bound by
the obligations made by the association or if the Secretary determines
that such individual liability is not necessary.

DOUGLAS AMENDMENT

The committee of conference has eliminated from the bill section 509
of the Senate bill. It has done this on the grounds that this general
revision of the immigration laws is not germane to the purpose of this
bill, which is that of providing statutory authority for the use of
Mexican workers under a contractural relationship between the
United States and Mexico and with the workers themselves. The
committee of conference is sympathetic to the objectives of eliminating
the abuses which have stemmed from the employment of “wetback’
labor. It believes that the bill réported herewith will go far in cor-
recting that situation and that any general revision of the immigration
laws which may be necessary to further improve this situation should
be made by the committees of the respective Houses having a juris-
diction over that subject matter. The committee recognizes as a
matter of general knowledge that such legislation is now pending. in
the Senate and that the appropriate committee of the House has
undertaken hearings and investigations for the purpose of bringing
out such legislation in the House if it is found to be necessary.

The committee believes that this bill will, in fact, do much to help
solve this vexing problem. It will provide an open door through which
those Mexicans who want to work in the United States can enter and
be employed here legally under terms which will safeguard their
rights and their interests in the manner far better than they could
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ever be safeguarded under any form of illegal entry and employment.
It forbids any employer who has ‘“‘wetback’ labor in his employment
from obtaining assistance under the terms of this legislation. It thus
makes it distinctively to the advantage of both the employer and the
Mexican worker to operate on an entirely legal basis under the pro-
visions of this bill.

Harowp D. CooLny,

W. R. Poagg,

GEORGE GRANT;

Curirrorp R. Hopg,

Ava. H. ANDRESEN,

Managers on the Part of the House.

O
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BUPPLYING OF AGRICULTURAL WORK-
ERS FROM MEXICO—CONFERENCE RE-
PORT

Mr. ELLENDER. Mr. President, ¥
submit a report of the committee of
conference on the disagreeing votes of
the two Houses on the amendment of the
House to the bill (8. §84) to amend the
Agricultural Act of 1949, and I ask
unanimous c¢onsent for Its fmmediate
consideration,

The PRERIDING OFFICER (Mr.
Jounson of Texas fn the chair). The
report will be read for the information
of the Senate.

The report was read.

(For conference keport, see today's
proceedings of the House of Representae
tives, pp. T538-7540.)

The PRESIDING OFFICER. Is there
objection to the immediate considera-
tion of the report?

There being no objectfon, the Senate
proceeded to consider the report.

* * * * *

The PRESIDING OFFICER. The
questlon i3 on agreeing to the confers
ence report.

The report was agreed to,

* * » * *

7519
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The SPEAKER. The question is on
the conference report.

The conference report was agreed to.

A motion to reconsider was laid on
the table.

* * * * *

IMPORTATION OF FOREIGN AGRICUL-
TURAL WORKERS

Mr. COOLEY submitted the following
conference report and statement on the
bill (S. 984) to amend the Agricultural
Act of 1949:

* * »* * *



Public Law 78 - 82d Congress
Chapter 223 - lst Session
S. 984

AN ACT
To amend the Agricultural Act of 1949.

Be it enacted by the Senate and House of Rzpresentatives of the
United States of America in Congress assembled, That the Agricul-
tural Act of 1949 is amended by adding at the end thereof a new title
to read as follows :

“TITLE V—AGRICULTURAL WORKERS

“Skc. 501. For the purpose of assisting in such production of agri-
cultural commodities and products as the Secretary of Agriculture
deems necessary, by supplying agricultural workers from the Republic
of Mexico (pursuant to arrangements between the United States and
the Republlc of Mexico), the Secretary of Labor is authorized—

‘(1) to recruit such workers (including any such workers who
have resided in the United States for the preceding five years, or
who are temporarily in the United States under legal entry) ;

“(2) to establish and operate reception centers at or near the
;S)laoes of actual entry of such workers into the continental United

tates for the purpose of receiving and housing such workers
while arrangements are being made for their employment in, or
departure from, the continental United States;

“(3) to provide transportation for such workers from recruit-
ment centers outside the continental United States to such recep-
tion centers and transportation from such reception centers to
such recruitment centers after termination of employment;

“(4) to provide such workers with such subsistence, emergency
medical care, and burial expenses (not exceeding $150 burial
expenses in any one case) a8 may be or become necessary during
transportation authorized by paragraph (3) and while such work-
ersare at reception centers;

“(5) to assist such workers and employers in negotiating con-
tracts for afriqultural employment Ssuc workers being free to
accept or decline agricultural employment with any eligible
employer and to choose the type of agricultural employment they
desire, and eligible emﬁloyers being free to offer agricultural
employment to any workers of their choice not under contract to
other einployers) ;

“(6) to guarantee the performance by employers of provisions
of such contracts relating to the payment of wages or the fur-
nishing of transi;ortation.

“Sec. 502. No workers shall be made available under this title to any
%npé:gesr unless such employer enters into an agreement with the

ni tates—

“{1) toindemnify the United States against loss by reason of its
guaranty of such employer’s contracts;

“(2) to reimburse the United States for essential expenses, not
including salaries or expenses of regular department or agency
personnel, incurred by it for the transportation and snbsistence
of workers under this title in amounts not to exceed $15 per
worker; and

“(3) to pay to the United States, in any case in which a worker
is not returned to the reception center in accordance with the
contract entered into under section 501 (5), an amount deter-
mined by the Secretary of Labor to be equivalent to the normal
cost to the employer of returning other workers from the place of
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employment to such reception center, less any portion thereof
required to be paid by other employers.

“Sec. 503. No workers recruited under this title shall be available
for employment in any area unless the Secretary of Labor has deter-
mined and certified that (1) sufficient domestic workers who are able,
willing, and qualified are not available at the time and place needed
to perform the work for which such workers are to be employed,
(2) the employment of such workers will not adversely aﬁ'le)ct the
w and working conditions of domestic agricultural workers simi-
larly employed, and (3) reasonable efforts have been made to attract
domestic workers for such employment at wages and standard hours
of work comparable to those offered to foreign workers.

“Sec. 504. Workers recruited under this title who are not citizens
of the United States shall be admitted to the United States subject
to the immigration laws (or if already in, for not less than the pre-
ceding five years or by virtue of legal entry, and otherwise eligible
for admission to, the {Jnited States may, pursuant to arrangements
between the United States and the Republic of Mexico, be permitted
to remain therein) for such time and under such conditions as may
be specified by the Attorney General but, notwithstanding any other
provision of law or regulation, no penalty bond shall be required
which imposes liability upon any person for the failure of any such
worker to depart from the Uniteg gfates upon termination of employ-
ment : Provided, That no workers shall be made available under this
title to, nor shall any workers made available under this title be
permitted to remain in the employ of, any employer who has in his
employ any Mexican alien when such employer knows or has reason-
able grounds to believe or suspect or by reasonable inquiry could have
gscertained that such Mexican alien is not lawfully within the United

tates.

“Sgc. 505. (a) Section 210 (a) (1} of the Social Security Act, as
amended, is amended by adding at the end thereof a new subparagraph
as follows:

“¢(C) Service performed by foreign agricultural workers
under contracts entered into in accordance with title V of the
Agricultural Act of 1949, as amended.’

“(b) Section 1426 (b) ( 1) of the Internal Revenue Code, as
amended, is amended by adding at the end thereof a new subparagraph
as follows:

% ¢(C) Service performed by foreign agricultural workers under
contracts entered into in accordance with title V of the Agricul-
tural Act of 1949, as amended.’

“(c) Workers recruited under the prowisions of this title shall not be
subject to the head tax levied under section 2 of the Immigration Act
of1917 (8 U. S. C., sec. 132).

“SEc, 506. For the purposes of this title, the Secretary of Labor is
authorized—

“(1) to enter into agreements with Federal and State agencies;
to utilize (pursuant to such agreements) the facilities and services
of such agencies; and to allocate or transfer funds or otherwise
to pay or reimburse such agencies for expenses in connection
therewith ;

“(2) to accept and utilize voluntary and uncompensated serv-
ices;and

(3) when necessary to supplement the domestic agricultural
labor force, to cooperate with the Secretary of State in negotiating
and carrying out agreements or arrangements relating to the em-
ployment in the United States, subject to the immigration laws,
of agricultural workers from the Republic of Mexico.
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“Sec. 507. For the purposes of this title—

“(1) The term ‘agricultural employment’ includes services or
activities included within the provisions of section 3 (f) of the
Fair Labor Standards Act of 1938, as amended, or section 1426
(h) of the-Internal Revenue Code, as amended, horticultural
employment, cotton ginning, compressing and storing, crushing
of oil seeds, and the packing, canning, freezing, drying, or other
processing of perishable or seasonable agricultural products.

“(2) The term ‘employer’ shall include an association, or other
group, of employers, but only if (A) those of its members for
whom workers are being obtained are bound, in the event of its
default, to carry out the obligations undertaken by it pursuant
to section 502, or (B) the Secretary determines that such indi-
vidual liability is not necessary to assure performance of such
obligations.

“Spc. 508. Nothing in this Act shall be construed as limiting the
authority of the Attorney General, pursuant to the general immigra-
tion laws, to permit the importation of aliens of any nationality for
agricultural employment as defined in section 507, or to permit any
such alien who entered the United States legally to remain for the
purpose of engaging in such agricultural employment under such
conditions and for such time as he, the Attorney I()}eneral, shall specify.

“Sgec. 509. No workers will be made available under this title for
employment after December 31, 1953.”

Approved July 12, 1951.
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RAILROAD RETIREMENT AMENDMENTS

SEPTEMBER 19, 1951.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. RoGErs of Florida, from the Committee on Interstate and Foreign
Commerce, submitted the following

REPORT

[To accompany H. R. 3669]

The- Committee on Interstate and Foreign Commerce, to whom
was referred the bill (H. R. 3669) to amend the Railroad Retirement
Act and the Railroad Retirement Tax Act, and for other purposes,
having considered the same, report favorably thereon with amend-
ments and recommend that the bill as amended do pass.

TABLE OF CONTENTS

Page
Majority report . . _ e
Minority views of Chairman Crosser and Messrs. Beckworth, Klein,
Granahan, McGuire, Mack (Illinois), Heller, Moulder, and Staggers. . _ 42
Additional minority views._ - o i ___ 81

COMMITTEE AMENDMENTS

The committee amendments are as follows:
Strike out all after the enacting clause and insert the following:

That section 1 of the Railroad Retirement Act of 1937, as amended, is amended
by adding after subsection (p) thereof a new subsection reading as follows:

“(q) The terms ‘Social Security Act’ and ‘Social Security Act, as amended’
shall mean the Social Security Act as amended in 1950.”

Sxc. 2. Subsection (a) of section 3 of the Railroad Retirement Act of 1937, as
amelrid;d, is amended by changing “2.40” to “2.76”’, “1.80” to ‘“2.07”’, and “1.20”
to “1.38”. .

Sgec. 3. Subsection (e) of section 3 of the Railroad Retircment Act of 1937, as
amended, is amended by changing the phrase ‘‘subsection 2 (a) (3)” to ‘‘section
2 (a) 3, and by changing “$3.60” to ‘“$4.14” and “$60” to “$69”.

Sec. 4. Subsection (a) of section 5 of the Railroad Retirement Act of 1937, as
amended, is amended by striking out the phrase “three-fourths of”

SEec. 5. Subsection (b) of section 5 of the Railroad Retirement Act of 1937, as
amended, is amended by striking out the phrase ‘‘three-fourths of”’.

H. Rept. 976, 82-1——1
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Sec. 6. Subsection (c) of section 5 of the Railroad Retirement Act of 1937, as
amended, is amended by substituting for the phrase ‘‘equal to one-half”’ the
phrase “‘equal to two-thirds”. _

SEc. 7. Subsection (d) of section 5 of the Railroad Retirement Act of 1937, as
amended, is amended by substituting for the phrase “‘equal to one-half’’ the
phrase ‘‘equal to two-thirds”.

Sec. 8. Subsection (f) (1) of section 5 of the Railroad Retirement Act of 1937,
as amended, is amended by substituting for the phrase “‘eight times the employee’s
basic amount’’ the phrase ‘“ten times the employee’s basic amount’,

Sec. 9. Subsection (h) of section 5 of the Railroad Retirement Act of 1937, as
amended, is amended to read as follows:

“(h) MaxiMmuM anp MINIMUM ANNUITY ToTaLs.—Whenever according to the
provisions of this section as to annuities, payable for a month with respect to the
death of an emplovee, the total of annuities is more than $30 and exceeds either
(a) $160, or (b) an amount equal to two and two-thirds times such employee’s
basic amount, whichever of such amounts is the lesser, such total of annuities
shall, prior to any deductions under subsection (i), be reduced to such lesser
amount or to $30. whichever is creater. -Whenever such total of annuities is
less than $14, such total shall, prior to any deductions under subsection (i), be
increased to $14.”

EFFECTIVE DATES

Sec. 10. (a) Except as otherwise specifically provided, the amendments made
by this Act shall take effect with respect to benefits accruing under the Railroad
Retirement Act after the last day of the month in which this Act is enacted,
irrespective of when the service occurred or compensation was earned.

The amendments made by sections 4, 5, 6, 7, 8, and 9 of this Act shall take
effect with respect to deaths occurring after the enactment of this Act.

(¢) All retirement annuities, all pensions, and all joint and survivor annuities.
deriving from joint and survivor annuities currently payable and awarded under
the Railroad Retirement Act prior to the enactment of this Act and due in months.
following the first calendar month after the enactment of this Act, shall be
increased by 15 per centum.

(d) All monthly survivor annuities currently payable and awarded under the
Railroad Retirement Act prior to the enactment of this Act and due in months
following the first calendar month after the enactment of this Act, shall be
increased by 33} per centum.

(e) All recertifications required by reason of the provisions of this Act shall
be made without application therefor.

Amend the title so as to read:
A Dbill to amend the Railroad Retirement Act, and for other purposes.

The Committee on Interstate and Foreign Commerce submits the
following report in explanation of the accompanying bill to amend the
Railroad Retirement Act of 1937, as amended.

NEEDp ror LEGISLATION

The need for increasing the amount of monthly benefits paid to
retired railroad employees and to the survivors of deceased employees
is urgent. The committee is unanimously of the opinion that the
necessary relief must be given at the earliest possible day.

For several years now the scale of the benefits to retired railway
workers and their families has lagged far behind the steadily risin
cost of living. Th’s has produced a situation that cannot and should
not be ignored any longer. The condition of some of these retired
workers and their families, whom we seek to aid by increased benefits,
is desperate. They ne>d help a1d they need it now without further
delay. This bill goes to the very heart of the matter by eliminating
all controversial issues raised by the bills now before the comirittee
and does the all-imp rtant thing, namely, increases benefits to all
beneficiaries now under ihe :ailroad retirement system ¢nd thereby
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grants immediate relief to enable them to live more in accord with
what they are entitled to have as a result of long years of service
and the high rate of taxes that have been paid into the retirement
fund. This bill provides the additional aid in an easy and effectual
manner by providing an across-the-board increase of 15 percent to
annuitants and pensioners and 33% percent to survivors, over and
above the amounts they now receive. This will be effective immedi-
ately upon enactment of the bill.

The committee intends to continue its study of the more controver-
sial issues, but to have done so at this time would have meant great
delay in bringing aid to those so desperately in need. Consequently,
the committee decided to act immediately in doing what it could within
reason to relieve the existing need and leave other issues now in con-
flict to further consideration.

Railway labor organizations, many Members of Congress, and the
present and future beneficiaries under the Retirement Act have been
seriously concerned with the inadequacy of the present benefits in
view of the steadily rising price level. When the formula for com-
puting retirement annuities was adopted 14 years ago, annuities bore
a reasonable relationship to the cost of living at that time and to the
wage income that employees were accustomed to receive prior to their
retirement. However, the relationships of retirement income to living
co(sits and wage rates which existed in 1937 have no validity whatsoever
today.

The only general increase in railroad retirement annuities and pen-
sions was one of 20 percent, provided in 1948 by Public Law 744,
Eightieth Congress.

It is now clear that this increase is far from adequate to meet the
present price level.

With respect to benefits paid to survivors of deceased railroad
employees, there has been no increase since the provisions for paying
such benefits were enacted in 1946. Although these benefits were set
up by the amendments of July 1946, the formulas had been established
in 1944, when a bill providing for these amendments was first intro-
-duced in the Congress. The level of these benefits was determined
without reference to living costs or wage rates at that time but
rather with reference to the survivor benefits paid under the Social
Security Act. The level of survivor benefits under the Railroad
Retirement Act established by these amendments was on the average
approximately 25 percent higher than the level provided in the Social
Security Act, in order to give recognition to the much higher tax
rate paid by railroad employees. There has been no increase in
survivor benefits since they were first established in 1946. The act
of 1948 increasing pensions and annuities to retired railroad employees
by 20 percent did not include survivors of such railroad employees.
The maximum benefit & survivor can now draw is approximately
$41 a month.

The number of benefits and amount paid as of June 1951 under
the provisions of the Railroad Retirement Act are shown in table 1
made a part of this report. There are over 250,000 retired annuitants
and they receive on the average $82.51 monthly. There are close to
7,000 pensioners and they receive on the average $70.77. Aged
widows’ annuities, numbering approximately 81,000, average $29.68,
widowed mothers’ annuities, numbering approximately 13,000,
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average $27.83, and -children’s annuities, numberin% approximately
47,009, average $17.18. Kor the fiscal year ended with June 30, 1951,
the total benefits paid under the railroad retirement acts amounted to
$317,101,000. The table from which these figures have been taken
is as follows:

TABLE 1.—Number of benefits and amount paid under the Railroad Relirement Act
as of June 19561 and lotal amount paid during fiscal year July 1950-June 1961

In current-payment status
as of June 1951 aggﬂt

Type of benefit ﬁsgflig'ear

Number ‘ggx?)r&gte July 1950~

paid " June 1951
Total benefits_ . __ . 407,871 1 $317, 101, 022
Retirement annuities, total . ... ... 254, 156 $82. 51 252, 326, 789
AR oo s 179, 576 82.94 ...
Disability. .. ._... - 74, 580 81.48 (. __..__.
Pensions._..._....-.._ e 6, 945 70.77 6, 263, 541
Aged widows’ annufties. ... 80, 961 29. 68 28, 244, 426
Widowed mothers’ annuities 13, 256 27,83 4,715, 296
Children’s annuities_.._.... - 46, 975 17.18 10, 128, 846
Parents’ annuities. ... iy SR 1,083 16.76 230, 169
Survivor (option) annuities. 4, 495 39. 56 2, 146, 914
Lump-sum death benefits awarded ... .o ooeo 13,044, 395
Insurance benefits. . . .ol 2,040 310. 00 7,228, 875
esidual PAYIENS . . oo oo olieeiciacccaomcan 838 663. 00 5, 815, 520

1 Includes $646 paid in death-benefit annuities under the 1935 act.
Source: Railroad Retirement Board, Monthly Review, August 1951.

This is the picture we have at this time. Many thousands of per-
sons who depend on railroad retirement benefits for sustenance are
suffering extreme hardship. ,

The problems with which we are confronted are further complicated
by the very far-reaching amendments which were made last year in
the Social Security Act. Until then there was general agreement that
the railroad retirement system was without peer among plans of its
kind. However, with the passage of the 1950 amendments to the
Social Security Act, and the gains made in the past year or two by
employees in many industries through the adoption of company pen-
sion plans, the railroad system has fallen behind. At the present
time all survivor benefits paid under the Social Security Act and
many retirement benefits exceed the benefits that would be paid for
comparable years of coverage and comparable earnings under the
railroad retirement system, notwithstanding the fact that railroad
employees pay taxes at a rate four times as great as employees covered
by the Social gecurity Act. The railroad retirement system is financed
by a tax of 6 percent of wages up to $300 a month on employees and
employers alike. This tax rate under existing law is scheduled to
rise to 6% percent beginning January 1952. Employees covered by
the Social Security Act are taxed 1% percent of payroll up to $300 a
month, and employers are taxed an equal amount. Thus, the tax
now paid by employees and employers under the railroad retirement
iystem is four times greater than that paid under the Social Security

ct.
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Status oFf RaiLroap. RETIREMENT FUND

The status of the railroad retirement account is shown in table 2,
which follows:

TaBLE 2.—Railroad retirement account—Receipts and expenditures July 1, 1950, to
June 30, 1951, and balance as of June 30, 1951

Balanee, July 1, 1950_ _ _ ____ . __ __$i063, 483, 449
Total receipts, July 1, 1950~June 30, 1951 . _________ 678, 158, 199
Transferred from appropriation_ . _______ ___.____________... 607, 991, 049
Interest on investments_ _ . _ __ . _ o ___- 70, 167, 150
Total expenditures_ __ _. . __._ 321, 844, %f
Benefit payments___ o 317, 101, 022
Administrative expenses. __ _ __ .. _ e 4,743, 739
Excess of receipts over expenditures._______.___________ o 356, 313, 438
Balance, June 80, 1951 _ ____ ______ . __ o ____ 12,419, 261, 626

t Includes repayment in October 1950 of $167,000 transferred to the administration account in previous
fiscal year. Excludes $702,261 of unspent administration funds in 1950-51.

Source: Railroad Retirement Board, Monthly Review, August 1951.

It will be noted that as of June 30, 1951, there was a balance in
theaccount of approximately $2,419,000,000 as a reserve to meet future
liabilities. This represented an increase of some $356,000,000 for
the year. During the present year the increase will be even greater
due to continued employment at a high level, increased wages on which
the tax is based, and an increase on January 1, next, of the total tax
payable by employees and employers from 12 percent to 12.50 per-
cent, as provided for under the present law. All of this will mean
additional revenue to be applied to the fund and thereby increase its
ability to meet future liabilities.

Furthermore, it should be remembered that with the adoption of
the present benefits under the Railroad Retirement Act in 1946, the
actuaries at that time overestimated the cost of the additional benefits
then proposed and underestimated the funds to be available from tax
collections. In fact, the estimates were conservative enough at that
time to permit within 2 years, 1948, an increase of 20 percent for
pensioners and annuitants without affecting the solvency of the fund.
Also, since the increase in benefits, the fund has continuously pro-
gressed beyond the estimates of the actuaries, bothin 1946 and in 1948.
The major reason is that payrolls have been constantly increasing.
Therefore, the committee is convinced from the testimony as a whole
that the benefits to be increased under the committee substitute can
be provided without immediately affecting the solvency of the fund.

SECTION-BY-SECTION ANALYSIS oF THE CoMMITTEE BILL

Section 1. “Social Security Act” defined

Section 1: Section 1 contains a technical amendment which corrects
the references to the Social Security Act in order to make clear that
they refer to-the Social Security Act as amended in 1950.
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Section 2. Change in formula for computing retirement annuilies

This section changes the formula set out in section 3 (a) of the
Railroad Retirement Act by which annuities are calculated so as to
increase the annuities by 15 percent. .

Section 8. Minimum retirement annuities

This section amends section 3 (e) of the Railroad Retirement Act so
as to provide a flat 15-percent increase in the minimum granted to
those having more than 5 years of service. It also substitutes the
words ‘‘section 2 (a) 3"’ for {‘subsection 2 (a) 3”’; this is a perfecting
amendment required by an error ‘in the 1948 amendments to the
Railroad Retirement Act (act of June 23, 1948, Public Law 744, 80th
Cong., 2d sess.).

Section 4. Widow’s insurance.annuity

This section provides an additioh of 33}% percent to the survivor
benefit for widows 65 years of age or over, known as the aged widows
benefit and covered by section 5 (a) of the Railroad Retirement Act.

Seciion §. Widow’s current insurance annuity

This section amends section 5 (b) of the act so as to increase the
widow’s current insurance annuity (for widows who are not entitled
to annuities under section 5 (a) of the act but who have in their care
a child of the employee entitled to an annuity under section 5 (c) of
the act) from three-fourths of the employee’s basic amount to an
amount equal to such basic amount. Thus, this increases the survivor
benefit of a widow with minor children by 33% percent.

Section 6. Child’s insurance annuity

This section amends section 5 (c) of the act by increasing the sur-
vivor benefit for minor children from ome-half of the employev’s
basic amount to two-thirds of such basic amount. Thus, it increases
such benefits by 33} percent.-

Section 7. Parent’s insurance annuity

This section amends section 5 (d) of the act so as to increase the
parent’s insurance annuity from one-half of the employee’s basic
amount to two-thirds of such basic amount. This is also an increase
of 33}% percent. -

Section 8. Insurance lump sums

This section amends paragraph (1) of the section 5 (f) of the act
s0 as to increase the lump sum payable thereunder in the case of a
completely or partially insured employee who dies leaving no one
immediately entitled to a monthly annuity. Such lump sum is in-
creased from 8 times the employee’s basic amouunt to 10 times such
basic amount. Thus, this provides an increase of 25 percent.

Section 9. Mazximum and minimum survivor annuity totals

This section amends section 5 (h) of the Railroad Retirement Act
which specifies minimum and maximum total annuities for all the
classes of survivors taken as a group. It increases the minimum
annuities by 40 percent and the maximum by 33}% percent. The
maximums are calculated by taking a lower of two figures specified
in section 5 (h) and this amendment provides a change in those
figures so that the actual maximum will be increased by 33% percent.



RAILROAD RETIREMENT AMENDMENTS 7

Section 10. Effective dates; Miscellaneous provisions

Subsection (a) of this section provides that, unless specifically
stated otherwise in this section, the amendments to present law made
by the committee amendment will take effect with respect to benefits
accrwng under the Railroad Retirement Act after the last day of the
month 1 which the bill is enacted.

Subsection (b) provides that the amendments made by sections 4
to 9, inclusive (relating to increases in survivor benefits), will take
effect with respect to deaths occurring after the enactment of the bill.

Subsection (c) provides for a 15-percent increase in all retirement
annuities, pensions, and joint and survivor annuities deriving from
joint and survivor annuities, where such annuities and pensions are
currently payable and awarded under the Railroad Retirement Act
prior to the enactment of the bill. This increase will apply only to
annuities and pensions due in months following the first calendar
month after the enactment of the bill.

Subsection (d) provides that all monthly survivor annuities which
are currently payable and awarded under the Railroad Retirement
Act prior to the enactment of the bill shall be increased by one-third.
The increase will apply only to such annuities due in months following
the first calendar month after the enactment of the bill.

Subsection (e) provides that the Railroad Retirement Board will
make, without application therefor having been made, all recerti-
fications required by reason of the provisions of the committee
amendment.

SuMMARY oF HEARINGS EXPLAINING AREAS OF AGREEMENT BETWEEN
INTERESTED GROUPS AND THE CONTROVERSIAL Issurs RalsEDp

HEARINGS

The committee held hearings beginning on May 15, 1951, and
ending June 6, 1951, for the purpose of receiving testimony with
regard to more than 30 pending bills to amend the Railroad Retire-
ment Act. All of the bills sought to increase in one way or another
the benefits now paid under the Railroad Retirement Act. They
varied greatly as to the amount of benefits to be paid and the means
to be adopted. However, the principal bills were H. R. 3669, spon-
sored by the Railway Labor Executives’ Association, on behalf of
the nonoperating brotherhoods, and H. R. 3755, sponsored by the
operating brotherhoods. Both of these varying widely in their ap-
proach to the problem were introduced by Chairman Crosser of the
committee. Testimony and statements were received from Members
of Congress, spokesmen for various groups, agencies of Government,
and others having an interest in railroad retirement legislation. The
printed hearings containing the above consists of 564 printed pages.

AREAS OF AGREEMENT

On at least two basic principles the testimony offered before the
committee showed agreement, namely, (1) the present benefits now
payable to pensioners, annuitants, and survivors should be increased,
and (2) the present tax rate on payrolls, now 6 percent, payable by
both employees and employers, and to be increased to 6%Ypercent
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January 1, 1952, under existing law, should not be further increased.
It was pointed out that the social-security tax rate on employees and.
employers in other industries is now only 1% percent. Thus, the
committee was urged to retain the existing railroad retirement tax
rate at its current level. The committee has responded to this request.
and consequently has made no change in the tax rate. In addition
to the above, the committee in making its changes in the benefits to
be paid has had due regard to maintaining the stability of the fund.

TESTIMONY RELATING TO H. R. 3669

In view of the fact that the committee bill is a substitute for H. R.
3669, it is appropriate that the provisions of H. R. 3669 be examined.

H. R. 3669 would provide the following changes in benefits under
the Railroad Retirement Act:

(1) An average increase of 13.8 percent in annuities; and a 15-per-
cent increase in pensions.

(2) Provision for g separate and additional annuity, equal to one-
half of the employee’s annuity, not exceeding $50, for the wife of a
living annuitant when both are age 65 or over.

513) An increase ranging from 60 to 90 percent in survivor benefits;
an

(4) Allow credit to employees for years they work beyond the re-
tirement age of 65 years.

The sponsors of H. R. 3669 recognized that the proposed increases
in benefits would render the railroad retirement system financially un-
sound unless, at the same time, changes were made in the law either
to increase collections or decrease disbursements of the retirement
fund. For this reason the bill provides the following:

(1) The retirement fund would be entirely relieved of the payment
of benefits to persons who have had less than 10 years of service in
the railroad industry, and that all such be transferred to the social~
security system. Notwithstanding the transfer to this latter system,
the employees would continue to pay while in railroad employment
the 6 percent and later the 6% percent tax on wages as provided for
by the Railroad Retirement Act, instead of the 1% percent payable
by employees in industries under the social-security system. Fur-
thermore, the benefits to be received would be determined by Social
Security Act rather than by the Railroad Retirement Act.

Opponents of this provision claimed that this was inequitable and
cannot be justified. The importance of this claim was emphasized
by the fact that this provision of H. R. 3669 would affect approxi-
mately 5 million individual accounts now in the railroad retirement
fund who have paid the railroad retivement tax and as a result are
entitled to the benefits provided by that act.

It was further pointed out that this plan to transfer employees with
less than 10 years of service to social security would result in appro-
priating the entire amount of contributions made by them and would
give them nothing other than the residual lump sum in the way of
benefits under the railroad retirement system.

(2) H. R. 3669 seeks additional revenue by providing that the
present payroll tax rate be applied to all wages up to $400 per month
instead of $300 as under the present law.
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This increase of the tax base was vigorously opposed by the repre-
sentatives of the operating brotherhoods on the basis that in many
cases it would result in increasing the individual’s tax from the present
$18 to $24 per month, an increase of 33} percent.

(3) H.R. 3669 provides what is termed a $50 work-limitation clause.
This would deny a pensioner ot annuitant the right to earn more than
$50 monthly in employment covered by the Social Security Act
without losing his pension or annuity. At the present time there is
no such limitation in the law.

The testimony seemed to indicate that this provision was included
in the bill on the theory that with such a limitation many individuals
would continue to work instead of retire. Thus, by continuing to
work they would continue, under the Retirement Act, to pay the
payroll tax, and would not be receiving any annuity. In this way the
retirement fund would be helped by the continuance of the tax paid
and at the same time be relieved from making any annuity disburse-
ment. It was claimed that such a limitation was unfair and unjust
because of the inadequate benefits paid under the Retirement Act,
and that even though the benefits were increased as contemplated it
would still be an injustice to the retired worker.

SPOUSE BENEFFIT

This provision in H. R. 3669 that would give to the wife age 65 or
over of a retired railroad worker an amount not exceeding $50, based
upon one-half the annuity received by the employee, was opposed as
being unfair to unmarried men. The retired employee may have been
unmarried because of an obligation :0 care for a father, mother,
brothers or sisters dependent upon hun, or, he may be a widower.
Yet, notwithstanding the fact that each has paid the same tax during
their working days they are treated differently because of marital
status. This, it was claimed, is inequitable and unjust.

COMMITTEE BILL

The committee bill which was reported as a substitute for H. R.
3669 omits the controversial features of that bill. The changes in the
Railroad Retirement Act proposed by H. R. 3669 are numerous,
substantial, and fundamentally different from the basic principles
upon which the original act was drawn.

This committee substitute has two fundamental purposes, (1) to
grant a sorely needed increase in pensions and annuities in the simplest
form possible and in the easiest and quickest way possible and (2) to
preserve the financial stability of the railroad retirement fund.
Primarily the bill proposes a 15 percent addition to annuities and
pensions for retired employees and a 33% percent increase in each of
the survivor benefits. The survivor benefits requiré the substantially
larger increase because the 1948 amendments to the Railroad Retire-
ment Act, which added 20 percent to annuities and pensions, did not
include any higher benefits for survivors. The proposed amendments
will cause a minimum of administrative difficulty and the additional
funds should reach those who need them promptly.

There was some disagreement in the testimony before this committee
relating to the amount of increased benefits which could be safely

H. Rept. 976, 82-1——2
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made at this time. It appears to the committee, taking the testimony
as a whole, that the 15- and 33%-percent increases provided in this
amendment will substantially aid those for whom provision must be
made and at the same time offer no immediate financial danger to
the fund. The flat increases have the obvious advantage of simplicity;
case files will need little or no review. ‘

The committee substitute omits the controversial features of H. R.
3669. The changes in the Railroad Retirement Act proposed by H. R.
3669 are numerous and substantial, including (1) the creation of new
classes of beneficiaries, i. e., the spouse of a retired employee and
divorced wives with minor children, and widowers; (2) work restrictions
which would decrease rather than increase the receipt of annuities by
railroad employees; (3) an increase in the amount of taxable compen-
sation from $300 to $400; (4) the creation of a new eligibility require-
ment under the act which would transfer to the social-security system
‘those who have less than 10 years’ service, although those employees
would continue to pay the higher taxes under the railroad retirement
system while in railroad employment; (5) the establishment of a
complicated correlation between the Railroad Retirement Act and
the Social Security Act contemplating a future indefinite adjustment
of finances between the two systems.

These are highly controversial changes concerning which the testi-
mony before this committee was conflicting. "Actuarial evidence
regarding the effect on the fund of the creation of new classes of bene-
ficlaries differed seriously. The testimony also reflected disagreement
between the representatives of the Railroad Retirement Board and
the Federal Security Agency as to the effect of the proposed correla-
tion between the Railroad Retirement Act and the Social Security Act.
Therefore, the committee now feels that further study is required
before a sound judgment can be made on the advisability of accepting
the changes contained in H. R. 3669.

STATEMENT OF F. C. SQUIRE, MEMBER OF RAILROAD RETIREMENT BOARD

The statement of F. C. Squire, member of the Railroad Retirement
Board, expressing a preference for the substitute bill for H. R. 3669 as
recommended by the committee is shown in appendix 1 to this report.

STUDY OF RAILROAD RETIREMENT SYSTEM

An amendment will be offered on the floor of the House providing
for a- prompt study of a plan for reinsurance with the general social-
security system of the obligations under the railroad retirement sys-
tem so as to enable the Congress at the next session to give the rail-
road retirement system the savings that would be achieved from secur-
ing the social-security level of benefits at the social-security tax rate.
Such study would also consider savings that could be effected by such
provisions as transfer to the social-security system of short-time rail-
road workers, complete elimination of dual benefits, uniform work
clauses, etc., and how many of these possible savings would be required
to bring the net cost of the railroad retirement system within the
bounds of the money available,
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REPORT OF THE FEDERAL SECURITY AGENCY

The Federal Secutity Agency, in its report on H. R. 3669 as intro-
duced, concluded that it could not récommend the adoption of that
bill. Its report is shown in appendix 2 to this report. It made
recommendations as follows:

In view of the above considerations the Federal Security Agency cannot
recommend the adoption of H. R. 3669 or H. R. 3755. As indicated, though, we
are convinced that a satisfactory method of coordination can be developed. This
should not be excessively time consuming. However, we recognize that there
is a problem which must be solved immediaetely. This problem, of course, is
that of the railroad workers who are already retired and abou’ to retire, as well
as the survivors of those workers who have died, or will die within the near future.
These people are faced now with rising living costs and inadequate benefits.
There is no need to postpone alleviating this problem until a coordination plan
has been developed.

It would be possible, of course, simply to provide a flat increase or a percentage
increase in the benefits payable to these beneficiaries. Alternatively, the com-
mittee might wish to consider a solution to the problem similar to that which was
adopted for old-age and survivors insurance beneficiaries who were on the rolls
at the time of the 1950 amendments to the Social Security Act.

Time has not permitted us to obtain advice from the Bureau of the Budget as
to the relationship of these bills to the program of the President.

REPORT OF THE BUREAU OF THE BUDGET

The Bureau of the Budget, in its report on H. R. 3669 as introduced
stated that the original bill has a number of serious defects an
recommended that a study of the railroad retirement system be made
with particular reference to the advisability of integrating this system
with the Social Security System. The principle of making the old-
age and survivors insurance system the basic form of protection for
all employed people would carry out the President’s recommendation
made 1in his 1952 budget message. This report is shown in appendix
3 to this report.

Such a study would take considerable time, and there is an im-
mediate need for increased benefits to annuitants and survivors, a
need which has existed since the cost of living has shown such major
increases. It would be unjust to require the retiring railroad em-
ployees or their survivors to wait for their additional funds, which
all parties testifying before this committee agree are urgently required,
until any study which may be authorized would be completed. This
committee substitute will provide some relief while the other debatable
questions are resolved and will provide it in easily administered,
sound financial form.

CranGes 1N ExistiNé Low MapE BY THE BiLL, As REPORTED

For the information of the Members of the House, changes in exist-
ing law made by the bill, as reported, are shown as follows (existing
law proposed to be omitted is enclosed in black brackets, new matter
is printed in italics, existing law in which no change is proposed is
shown in roman):

RAILROAD RETIREMENT ACT OF 1937, AS AMENDED
DEFINITIONS

SectioN 1. For the purposes of this Act—
L * * * * » »
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(@) The terms “Social Security Act”.and ““Social Security Act,.as amended” shall

mean the Social Securily Act as amended in 1950.
* * * * * * *

COMPUTATION OF ANNUITIES

SEc. 3. (a) The annuity shall be computed by multiplying ar individual's
“vears of service” by the following percentages of his “monthly compensation”:
[2:40] 2.76 per centum of the first $50; [1.80] 2.07 per centum of the next $100;
and [1.20] 1.38 per centum of the next $150.

L * % * * * *

(e) In the case of an individual having a current connection with the railroad
industry and not less than five years of service, the minimum annuity payable
shall, before any reduction pursuant to [subsection 2 (a) (3)] section 2 (a) 3, he
whichever of the following is the least: (1) [$3.60] $4.14 multiplied by the number
of his years of service; or (2) [$60] $69; or (3) his monthly compensation.

* * * * * * *

ANNUITIES AND LUMP SUMS FOR SURVIVORS

Sec. 5. (a) Widow’s Insurance Annuity.—A widow of a completely insured
employee, who will have attainéd the age of sixty-five, shall be entitled during
the remainder of her life or, if she remarries, then until remarriage to an annuity
for each month_equal to [three-fourths of] such employee’s basic amount.

(b) Widow’s'Current Insurance Annuity.—A widow of a completely or partially
insured employee, who is not entitled to an annuity under subsection (a) and who
at the time of filing an application for an annuity under this subsection will have
in her care a child of such employee entitied to receive an annuity under sub-
section (c) shall be entitled to an annuity for each month equal to [three-fourths
of] the employee’s basic amount. Such annuity shall cease upon her death, upon
her remarriage, when she becomes entitled to an annuity under subsection (a), or
when no child of the deceased employee is entitled to receive an annuity under
subsection (¢), whichever occurs first.

(¢) Child’s Insurance Annuity.—Every child of an employee who will have
died completely or partially insured shall be entitled, for so long as such child
lives and meets the qualifications set forth in paragraph (1) of subsection (1), to
an annuity for each month equal to [one-half] fwo-thirds of the employee’s basic
amount.

(d) Parent’s Insurance Annuity.—Each parent, sixty-five years of age or over,
of a completely insured employee, who will have died leaving no widow and no
«<hild, shall be entitled, for life, or, if such parent remarries after the employee’s
death, then until such remarriage, to an annuity for each montk equal to fone-
halfJ two-thirds of the employee’s basic amount.

* * * * * * *

(f) Lump-Sum Payment.—(1) Upon the death, on or after January 1, 1947, of
a completely or partially insured employee who will have died leaving no widow,
child, or parent who would on proper application therefor be entitled to receive
an annuity under this section for the month in which such death occurred, there
shall be paid a lump sum of [eight] ten times the employee’s basic amount to the
following person (or if more than one there shall be distributed among them) whose
relationship to the deceased employee will have been determined by the Board,
and who will have been living on the date of such determination: to the widow or
widower of the deceased; or, if no such widow or widower be then living, to any
child or children of the deceased and to any other person or persons who, under the
intestacy law of the State where the deceased will have been domiciled, will have
been entitled to share as distributees with such children of the deceased, in such
proportions as is provided by such law; or, if no widow or widower and no such
child and no such other person be then living, to the parent or parents of the
deceased, in equal shares. A person who is entitled to share as distributee with
an above-named relative of the deceased shall not be precluded from receiving a
payment under this paragraph by reason of the fact that no such named relative
will have survived the deceased or of the fact that no such named relative of the
deceased will have been living on the date of such determination. If none of the
persons deseribed in this paragraph be living on the date of such determination,
such amount shall be paid to any person or persons, equitably entitled thereto, to
the extent and in the proportions that he or they shall have paid the expenses of
burial of the deceased. If a lump sum would be payable to a widow, child, or
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parent under this paragraph except for the fact- that -a survivor will have been
entitled to receive an annuity for the month in which the employee will have-died,
but within one year after the employee’s death there will not have accrued to
survivors of the employee, by reason of his death annuities which, after all deduc-
tions pursuant to paragraph (1) of subsection (i) will have been made, are equal to
such lump sum, a payment to any then surviving widow, children, or parents
shall nevertheless be made under this paragraph equal to the amount by which
such lump sum exceeds such annuities so acerued after such deductions. No
payment shall be made to any person under this paragraph, unless application
therefor shall have been filed, by or on behalf of any such person (whether or not
legally competent), prior to the expiration of two years after the date of death of
the deceased employee, except that if the deceased employee is a person to whom
section 2 of the Act of March 7, 1942 (56 Stat. 143, 144), is applicable such two
years shall run from the date on which the deceased employee, pursuant to said
Act, is determined to be dead, and for all other purposes of this section such
employee, so long as it does not appear that he is in fact alive, shall be deemed to
have died on the date determined pursuant to said Act to be the date or presump-
tive date of death.
* * * * * * *

(h) Maximum and Minimum Annuity Totals.—Whenever according to the
provisions of this section as to annuities, payable for a month with respect to the
death of an employee, the total of annuities is more than [$20] 830 and exceeds
either (a) [$120] $160, or (b) an amount equal to [twice] two and two-thirds times
such employeée’s basic amount, [or with respect to employees other than those-
who will have been completely insured solely by virtue of subsection (1) (7) (iti),
such total exceeds (¢) an amount equal to 80 per centum of his average monthly
remuneration,} whichever of such amounts is [least} the lesser, such total of
annuities shall, prior to any deductions under subsection (i), be reduced to such.
[least} lesser amount or to [$20] $30, whichever is greater. Whenever such
total of annuities is less than [$10] $14, such total shall, prior to any deductions
under subsection (i), be increased to [$10] $14.

CaanGEs 1N Existine Law Mape BY THE BiLL, as INTRODUCED

In compliance with paragraph 2a of rule XIIT of the Rules of the
House of Representatives, changes in existing law made by the bill, as
introduced, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, new matter is printed in italics, existing
law in which no change is proposed is shown in roman):

RAILROAD RETIREMENT ACT OF 1937, AS AMENDED
DEFINITIONS

Section 1. For the purposes of this Act—

(a) The term ‘‘employer’’ means any carrier (as defined in subsection (m) of
this section), and any company which is directly or indirectly owned or’controlled
by one of more such carriers or under common control therewith, and whicn
operates any equipment or facility or performs any service (except trucking serv-
ice, casual service, and the casual operation of equipment or facilities) in con-
nection with the transportation of passengers or property by railroad, or the
receipt, delivery; elevation, transfer in transit, refrigeration or icing, storage. or
handling of property transported by railroad, and any receiver trustee, or other
individual or body, judicial or otherwise, when in the possession of the property
or operating all or any part of the business of any such employer: Provided,
however, That the term ‘“‘employer’ shall not include any street, interurban, or
suburban electric railway, unless such railway is operating as a part of a general
steam-railroad system of transportation, but shall not exclude any part of the
genersal steam-railroad system of transportation now or hereafter operated by any
other motive power. The Interstate Commerce Commission is hereby authorized
and directed upon request of the Board, or upon complaint of any party interested,
to determine after hearing whether any line operated by electric power falls within
the terms of this proviso. The term ‘“‘employer’’ shall also include railroad asso-
ciations, traffic associations, tariff bureaus, demurrage bureaus, weighing and in-
spection bureaus, collection agencies and other associations; bureaus, agencies,
or organizations controlled and maintained wholly or principally by two or more
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employers as hereinbefore defined and engaged in the performance of services in
connection with or incidental to railroad transportation; and railway labor organi-
zations, national in scope, which have been or may be organized in accordance
with the provisions of the Railway Labor Act, as amended, and their State and
National legislative committees and their general committees and their insurance
departments and their local lodges and divisions, established pursuant to the con-
stitution and bylaws of such organizations. The term ‘“employer’’ shall not in-
clude any company by reason of its being engaged in the mining of coal, the
supplying of coal to an employer where delivery is not beyond the mine tipple,
and the operation of equipment or facilities therefor, or in any of such activities.

(b) The term “‘employee” means (1) any individual in the service of one or
more employers for compensation, (2) any individual who is in the employment
relation to one or more employers, and (3) an employee representative. The
term ‘‘employee’ shall include an employee of a local lodge or division defined.
as an employer in subsection (a) only if he was in the service of or in the employ-
ment relation to a carrier on or after the enactment date. The term ‘‘employee
representative’’ means any officer or official representative of a railway labor
organization other than a labor organization included in the term “employer” as
defined in section 1 (a) who before or after the enactment date was in the service
of an employer as defined in section 1 (a) and who is duly authorized and desig-
nated to represent employees in accordance with the Railway Labor Act, as
amended, and any individual who is regularly assigned to or regularly employed
by such officer or official representative in connection with the duties of his office.

The term “employee’’ shall not include any individual while siich individual is
engaged in the physical operations consis.ing of the mining of coal, the prepara-
tion of coal, the handling (other than movement by rail with standard railroad
ltqcoinotives) of coal not beyond the mine tipple, or the loading of coal at the

ipple.

(¢) An individual is in the service of an employer whether his service is rendered
within or without the United States if (i) he is subject to the continuing authority
of the employer to supervise and direct the manner of rendition of his service, or
he is rendering professional or technical services and is integrated into the staff
of the employer, or he is rendering, on the property used in the employer’s opera-
tions, other personal services the rendition of which is integrated into the em-
ployer’s operations, and (ii) he renders such service for compensation, or a method
of computing the monthly compensation for such service is provided in section
3 (¢): Provided, however, That an individual shall be deemed to be in the service
of an employer, other than a local lodge or division or a general committee of a
railway-labor-organization employer, not conducting the principal part of its
business in the United States only when he is rendering service to it in the United
States; and an individual shall be deemed to be in the service of such a local lodge
or division only if (1) all, or substantially all, the individuals constituting its
membership are employees of an employer conducting the principal part of its
business in the United States; or (2) the headquarters of such local lodge or divi-
sion is located in the United States; and an individual shall be deemed to be in
the service of such a general committee only if (1) he is representing a local lodse
or division described in clauses (1) or (2) immediately above; or, (2) all, or sub-
‘stantially all, the individuals represented by it are emplovees of an employer
conducting the principal part of its business in the United States; or (3) he acts
in the capacity of a general chairman or an assistant general chairman of a
general committee which represents individuals rendering service in the United
States to an employer, but in such case if his office or headquarters is not located
in the United States and the individuals represented by such general committee |
are employees of an employer not conducting the principal part of its business in
the United States, only such proportion of the remuneration for such service shail
be regarded as compensation as the proportion which the mileage in the United
States under the jurisdiction of such general committee bears to the total mileage
under its jurisdiction, unless such mileage formula is inapplicable, in which case
the Board may prescribe such other formula as it finds to be equitable, and if
the application of such mileage formula, or such other formula as the Board may
prescribe, would result in the compensation of the individual being less than 10
per centum of his remuneration for such service no part of such remuneration shall
"be regarded as compensation: Provided further, That an individual not a citizen
or resident of the United States shall not be deemed to be in the service of an
employer when rendering service outside the United States to an employer who
is required under the laws applicable in the place where the service is rendered to
employ therein, in whole or in part, citizens or residents thereof; and the laws
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applicable on August 29, 1935, in the place where the service is rendered shall be
deemed to have been applicable there at all times prior to that date.

(d) An individual shall be deemed to have been in the employment relation
to an employer on the enactment date if (i) he was on that date on leave of absence
from his employment, expressly granted to him by the employer by whom he was
employed, or by a duly authorized representative of such employer, and the grant
of such leave of absence will have been established to the satisfaction of the-
Board before July 1947; or (ii) he was in the service of an employer after the
enactment date and before January 1946 in each of six calendar months, whether
or not consecutive; or (iii) before the enactment date he did not retire and was
not retired or discharged from the service of the last employer by whom he was
employed or its corporate or operating successor, but (A) solely by reason of his
physical or mental disability he ceased before the enactment date to be in the
service of such employer and thereaftéer remained continuously disabled until
he attained age sixty-five or until August 1945 or (B) solely for such last stated
reason an employer by whom he was employed before the enactment date or an
employer who is its successor did not on or after the enactment date and before
August 1945 call him to return to service, or (C) if he was so called he was solely
for such reason unable to render service in six calendar months as provided in
clause (ii); or (iv) he was on the enactment_date absent from the service of an
employer by reason of a discharge which, within one year after the effective date
thereof, was protested, to an appropriate labor representative or to the employer,
as wrongful, and which was followed within ten years of the effective date thereof
by his reinstatement in good faith to his former service with all his seniority rights:
Proxided, That an individual shall not be deemed to hav> been on the enactment
date in t 1e employment relation to an emgloyer if before that date he was granted
a pen: ion or gratuity on the basis of which a pension was awarded to him pursuant
to section 6, or if during the last pay-roll psriod before the enactment date in
which he readered service to an emplover he was not in the service of an employer,
in accordance with subsection (c), with respect to any ser-ice in such pay-roll
period, or if he could have been in thz employment relation to an employer only
by reason of his having been, either before or after the enactment date in the
service of a local lodge or division defined as an employer in section 1 (a).

(e) The term ‘‘United States”’, when used in a geographical sense, means the
States, Alaska, Hawaii, and the District of Columbia.

() The term “years of service’’ shall mean the number of years an individual
as an employee shall hava rendered service to one or more employers for compen-
sation or received remuneration for time lost, and shall be computed in accordance
with the provisions of section 3 (b): Provided, however, That where service prior
to the enactment date may be included 1n the computation of years of service as
provided in subdivision (1) of section 3 (b), it may be included as to service ren-
dered to a person which was on the enactment date an employer, irrespective of
whether, at the time such service was rendered, such person was an employer;
and it may also be included as to scrvice rendered to any express company,
sleeping-car company, or carrier by railroad which was a predecessor of a com-
pany which, on the enactment date, was a carrier as defined in subsection (m),
irrespective of whether, at the time such service was rendered to such predecessor,
it was an employer; it may also be included as to service rendered to a person not
an employer in the performance of operations involving the use of standard rail-
road equipment if such operations were performed by an employer on the enact-
ment date. Twelve calendar months, consecutive or otherwise, in each of which
an employee has rendered such service or received such wages for time lost, shall
constitute a year of service. Ultimate fractions shall be taken at their actual
value, except that if the individual will have had not less than [fifty-four] one
hundred twenty-siz months of service, an ultimate fraction of six months or more
shall be taken as one year.

(g) The term “annuity’”’ means a monthly sum which is payable on the 1st day
of each calendar month for the accrual during the preceding calendar month.

(h) The term ‘‘compensation’’ means any form of money remuneration paid
to an individual for services rendered as an employce to one or more employers,
or as an employee representative, including remuneration paid for time Jost a3 an
employee, but remuneration paid for time lost shall be deemed earned in the month
in which such time is lost. Such term does not inciude tips, or the voluntary
payment by an employer. without deduction from the remuneration of the em-
ployee, of any tax now or hereafter imposed with respect to the compensation of
such employee. For the purposes of determining monthly compensation and
years of service and for the purposes of subsections (a), (c), and (d) of section 2
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and subsection (a) of section 5 of this Act, compensation earned in the service of
a local lodge or division of a railway-labor-organization employer shall be disre-
garded with respect to any calendar month if the amount thereof is less than $3
and (1) such compensation is earned between December 31, 1936, and April 1,
1940, and taxes thereon pursuant to section 2 (a) and 3 (a) of the Carriers Taxing
Act of 1937 or sections 1500 and 1520 of the Internal Revenue ‘Code are not paid
prior to July 1, 1940; or (2) such compensation is earned after March 31, 1940,
A payment made by an employer to an individual through the employer’s pay
roll shall be presumed, in the absence of evidence to the contrary, to be compen-
sation for service rendered by such individual as an employee of the employer in
the period with respect to which the payment is made. ‘An employee shall be
deemed to be paid, “for time lost” the amount he is paid by an employer with
respect to an identifiable period of absence from the active service of the employer,
including absence on account of personal injury, and the amount he is paid by the
employer for loss of earnings resulting from his displacement to a less remunera-
tive position or occupation. If a payment is made by an employer with respect
to a personal injury and includes pay for time lost, the total payment shall be
deemed to be paid for time lost unless, at the time of payment, a part of such
payment is specifically apportioned to factors other than-time lost, in which event
only such part of the payment as is not so apportioned shall be deemed to be
paid for time lost. Compensation earned in any calendar month before 1947
shall be deemed paid in such month regardless of whether or when payment will
have been in fact made, and compensation earned in any calendar year after 1946
but paid after the end of such calendar year shall be deemed to be compensation
paid in the calendar year in which it will have been earned if it is so reported by
the employer before February 1 of the next succeeding calendar year or, if the
employee establishes, subject to the provisions of section 8, the period during
which such compensation will have been earned. In determining the monthly
compensation, the average monthly remuneration, and quarters of coverage of
any employee, there shall be attributable as compensation paid to him in each
calendar month in which he is in military service creditable under section 4 the
amount of $160'in addition to the compensation, if any, paid to him with respect
to such month. .

(i) The term ‘“Board’ means the Railroad Retirement Board.

(j) The term ‘‘enactment date”’ means the 29th of August 1935.

(k) The term ‘“company” includes corporations, associations, and joint-stock
companies. ]

(D The term “employee” includes an officer of an employer.

(m) The term ‘‘carrier’”” means an express company, sleeping-car company, or
carrier by railroad, subject to part I of the Interstate Commerce Act.

(n) The term ‘person” means an individual, a partnership, an association, a
joint-stock company, or a corporation.

(0) An individual shall be deemed to have ‘“a current connection with the
railroad industry’ at the time an annuity begins to accrue to him and at death
if, in any thirty consecutive calendar months before the month in which an annuity
under section 2 begins to accrue to him (or the month in which he dies if that first
oceurs), he will have been in service as an employee in not iess than tweive cal-
endar months and, if such thirty calendar months do not immediately precede
such month, he will not have been engaged in any regular employment other than
employment for an employer in the period before such month and after the end
of such thirty months. For the purposes of section 5 only, an individual shall be
deemed also to have a “current connection with the railroad industry” if he is in
all other respects completely insured but would not be fully insured under the
Social Security Act, or if he Is in all other respects partially insured but would be
neither fully nor currently insured under the Social Security Act, or if he has no
wage quarters of coverage.

(p) The terms “quarter” and ‘‘calendar quarter” shall mean & period of three
calendar months ending on March 31, June 30, September 30, or December 31.

(@) The terms “Social Security Act” and “Social Security Act, as amended,”
shall mean the Social Security Act as amended in 1950.

ANNTUITIES

SEc. 2. (a) The following-described individuals, if they shall have been em-
ployees on or after the enactment date, and shall have completed ten years of service,
shall, subject to the conditions set forth in subsections (b); (c), and (d), be eligible
for annuities after they shall have ceased to render compensated service to any



RAILROAD RETIREMENT AMENDMENTS 17

person, whether or not an employer as defined in section 1 (a) .(but with the right
to engage in other employment to the extent not prohibited by subsection (d)):

1. Individuals who on or after the enactment date shall be sixty-five years of
age or over.

. 2. Women who will have sttained the age of sixty and will have completed
thirty years of service.

3. Individuals who will have attained the age of sixty and will have completed
thirty years of sérvice, but the annuity of such an individual shall be reduced by
one one-hundred-and-eightieth for each calendar month that he is under age sixty-
five when his annuity begins to accrue.

4. Individuals having a current connection with the railroad industry, and
whose permanent physical or mental condition is such as to be disabling for work
in their regular occupation, and who (i) will have completed twenty years of ser-
vice or (ii) will have attained the age of sixty. The Board, with the cooperation
of employers and employees, shall secure the establishment of standards determin-
ing the physical and mental conditions which permanently disqualify employees
for work in the several occupations in the railroad industry, and the Board, em-
ployers, and employees shall cooperate in the promotion of the greatest practicable
degree of uniformity in the standards applied by the several employers. An in-
dividual’s condition shall be deemed to be disabling for work in his regular occupa-
tion if he will have been disqualified by his employer because of disability for ser-
vice in his regular occupation in accordance with the applicable standards so estab-
lished; if the employee will not have been so disqualified by his employer, the.
Board shall determine whether his condition is disabling for work in his regular
occupation in accordance with the standards generally established; and, if the em-
ployee’s regular occupation is not one with respect to which standards will have
been established, the standards relating to a reasonably comparable occupation
shall be used. If there is no such comparable occupation, the Board shall deter-
mine whether the employee’s condition is disabling for work in his regular occupa-
tion by determining whether under the practices generally prevailing in industries
in which such occupation exists such condition is a permanent disqualification for
work in such occupation. For the purposes of this section, an employee’s ‘‘regular
occupation” shall be deemed to be the occupation in which he will have been en-
gaged in more calendar months than the calendar months in which he will have
been engaged in any other occupation during the last preceding five calendar
years, whether or not consecutive, in each of which years he will have earned wages
or salary, except that, if an emplovee establishes that during the last fifteen con-
secutive calendar years he will have been engaged in another occupatlon in one-
half or more of all the months in which he will have earned wages or'salary, he
may claim sych other occupation as his regular occupation; or

5. Individuals whose permanent physical or mental condition is such that they
are unable to engage in any regular employment [and who (i) have completed
ten years of service, or (ii) have attained the age of sixty].

Such satlsfact,ory proof shall be made from time to time as prescribed by the
Board, of the disability provided for in paragraph 4 or 5 and of the continuance
of such disability (according to the standards applied in the establishment of
such disability) until the employee attains the age of sixty-five. If the individual
fails to. comply with the requirements prescribed by the Board as to proof of the
continuance of the disability until he attains the age of sixty-five years, his
right to an annuity by reason of such disability shall, except for good cause shown
to the Board, cease, but without prejudice to his rlghts to any subsequent annuity
to which he may be entitled. If before attaining the age of sixty-five an employee
in receipt of an annuity under paragraph 4 or 5 is found by the Board to be no
longer disabled as provided in said paragraphs his annuity shall cease upon the
last day of the month in which he ceases to be so disabled.” [An employee, in
receipt of such annuity, who earns more than §75 in service for hire, or in self-
employment, in each of any six consecutive calendar months, shall be deemed to
cease to be so disabled in the last of such six months; and such employee shall
report to the Board immediatelv all such service for hire, ‘or such self-employment.}
If after ceSsation of his disability annuity the emplovee will have acquired addi-
tional years of service, such additional years of service may be credited to him
with the same effect as if no annuity had previously been awarded to him.

(b) An annuity shall be paid only if the applicant shall have relinquished such
rights as he may have to return to the service of an employer and of the person by
whom he was last employed; but this requirement shall not apply to the individuals
mentioned in_subdivision 4 and subdivision 5 of subsection (a) prior to attaining
age sixty-five.

H. Rept. 976, 82-1——3
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(¢) An annuity shall begin to accrue as of a date to be specified in a written
application (to be made in such manner and form as may be prescribed by the
Board and to be signed by the individual entitled thereto), but—

(1) not before the date following the last day of compensated service of
the applicant, and

(2) not more than [sixty days] siz months before the filing of the applica-
tion.

(d) No annuity shall be paid with respect to any month in which an individual
(x) in receipt of an annuity hereunder shall render compensated service to an
employer or to the last person by whom he was employed prior to the date on
which the annuity began to [accrue.} accrue, or (i7) 18 receiving an annuity under
paragraph 1, 2 or 8 of subsection (a), or under paragraph 4 or 5 thereof after attaining
age sizty-five, is under the age of seventy-five, and shall earn more than $60 1n “wages”
or be charged with more than $50 in ‘“‘net earnings from self-employment”, or (i7) is
receiving an annuity under paragraph 4 or b6 of subsection (a), ©s under the age of
sixty-five, and shall earn more than $100 in “wages” or be charged with more than
$100 in “‘net earnings from self-employment’”. ~ Individuals receiving annuities
shall report to the Board immediately all such compensated service. :

(¢) For the purpose of this section and of subsection (i) of sectton 5, “wages”
shall mean wages as defined in section 209 of the Social Security Act, without regard
to subsection (qa) thereof; and ‘‘nel earnings from self-employment’’ shall be deter-
mined as provided in section 211 (a) of the Social Security Act and charged to cor-
respond to the provisions of section 203 (e) of that Act.

(f) Spouvse’s Avnuvrry.—The spouse of an individual, if—

() such individual has been awarded an annuily under subsection (a) or a
pension under section 6 and has attained the age of 65, and
(i3) such spouse has atlained the age of 66 or, in the case of a wife, has in
her care (individually or jointly with her husband) a child who, if her husband
were then to die, would be entitled to a child’s annuity under subsection (c) of
section & of this Act,
shall be entitled to a spouse’s annuily equal to one-half of such individual’s annuity
or pension, but not more than $50: Provided, however, That if the annuity of the
individual is awarded under paragraph 3 of subsection (a), the spouse’s annuily
shall be computed or recomputed as though such individual has been awarded the
annuity to which he would have been entitled under paragraph 1 of said subsection:
Provided further, That any spouse’s annwity shall be reduced by the amount of any
annuity and the amount of any monthly insurance benefit, other than a wife’s or hus-
band's insurance benefit, to which such spouse is entitled, or on proper application
would be entitled, under subsection (a) of this section or subsection (d) of section 5 of
this Act or section 202 of the Social Security Act; except that if such spouse is dis-
entitled to a wife’s or husband’s insurance benefit, or has had such benefit reduced,
by reason of subsection (k) of section 202 of the Social Security Act, the reduction
pursuant to this subsection shall be only in the amount by which such spouse’s monthly
insurance benefit under said Act ezceeds the wife’s or husband’s insurance benefit
to which such spouse would have been entitled under that Act but for said subsection (k).

(g) For the purposes of this Act, the term *‘spouse” shall mean the wife or husband
of a retirement annuitant or pensioner who (7)) was married to such annuitant or
pensioner for a pertod of not less than three years immediately preceding the day on
which the application for a spouse’s annuity ¢s filed, or 1s the parent of such annui-
tant’s or pensioner’s son or daughter, if, as of the day on which the application for a
spouse’s annuity is filed, such wife or husband and such annuitant or pensioner were
members of the same household, or such wife or husband was receiving regular con-
tributions from such annuilant or pensioner toward her or his support, or such
annuitant or pensioner has been ordered by any court to contribule to the support of
such wife or husband; and (i) in the case of a husband, was receiving at least one-
galf of his support from his wife at the time his wife’s relirement annuily or pension

egan.

(R) The spouse’s annuity provided in subsection (f) shall, with respect to any
month, be subject to the same provisions of subsection (d) with regard to service,
“wages’”’ and ‘*net earnings from self-emovloyment”’ as the individual’s annuity, and,
in addition, the spouse’s annuity shall not be payable for any month if the individual’s
annuily is not payable for such month (or, in the case of a penstoner, would not be
payable if the pension were an annuity) by reason of the provisions of said subsection
(d). Such spouse’s annuily shall cease ai the end of the month preceding the month
in which (3) the spouse or the individual dies, (i) the spouse and the individual are
absolutely divorced, or (i%i), in the case of a wife under age 65, she no longer has in
her care a child who, if her husband were then to die, would be entitled to an annuity
under subsection (c) of section 5 of this Act.
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COMPUTATION OF ANNTVITIES

Sec. 3. (a) The aunuity shall be computed by multiplying an individual’s
‘‘years of serviee”’ by the following percentages of his ‘‘monthly compensation”:
[2.40] 2.80 per centum of the first $50; [1.80] 2.00 per centum of the next $100;
and [1.20] 1.40 per centum of the [next $1507 remainder of his “monthly
compensation’,

(b) The ““years of service’’ of an individual shall be determined as follows:

(1) In the case of an individual who was an employee on the enactment date,
the years of service shall include all his service subsequent to December 31, 1936,
and if the total number of such years is less than thirty, then the vears of service
shall also include his service prior to January 1, 1937, but not so as to make his
total years of service exceed thirty: Provided, however, That with respect to any
such individual who rendered service to any employer after January 1, 1937, and
who on the enactment date was not an employee of an employer con(iucting the
principal part of its business in the United States no greater proportion of his
service rendered prior to January 1, 1937, shall be included in his ‘“years of
service” than the proportion which his total compensation (including compensa~
tion in any month in excess of [$300] his ‘‘monthly compensation’’) for service
after January 1, 1937, rendered anywhere to an employer conducting the principal
part of its business in the United States or rendered in the United States to any
other employer bears to his total compensation (including compensation in any
month in excess of [$300] his “monthly compensation”) for service rendered any-
where to an employer after January 1, 1937.

(2) In all other cases, the years of service shall include only the service sub=
sequent_to December 31, 1936,

(3) Where the years of service include only part of the service prior to January
1, 1937, the part included shall be taken in reverse order beginning with the Iast
calendar month of such service.

[(4) In no case shall the years of service include any service rendered after
June 30, 1937, and after the end of the calendar year in which the individual
attains the age of sixty-five.]

The relirement annuily or pension of an tndividual, and the annuity of his spouse,
if any, shall be reduced, beginning with the month in which such individual is, or on
proper application would be, entitled to an old age insurance benefit under the Social
Security Act, as follows: (z) in the case of the individual’s relirement annuity, by
that portion of such annuity which is based on his years of service and compensation
before 1937, or by the amount of such old age insurance benefit, whichever is less,
(77) in the case of the individual’s pension, by the amount of such old age insurance
benefit, and (iti) in the case of the spouse’s annuity, to one-half the individual's
retirement annuily or pension.

MONTHLY COMPENSATION

(¢) The “monthly compensation’’ shall be the average compensation paid to
an eniployee with respect to calendar months included in his “years of service”,
except (1) that with respect to service prior to January 1, 1937, the monthly
compensation shall be the average compensation paid to an employee with
respect to calendar months included in his years of service in the years 1924—
1931, and (2) the amount of compensation paid or attributable as paid to him
with respect to each month of service before September 1941 as a station employee
whose duties consisted of or included the carrying of passengers’ hand baggage
and otherwise assisting passengers at passenger stations and whose remuneration
for service to the employer was, in whole or in substantial part, in the forms of
tips, shall be the monthly average of the compensation paid to him as a station
employee in his months of service in the period September 1940-August 1941:
Provided, however, That where service in the period 1924-1931 in the one case,
or in the period éeptember 1940-August 1941 in the other case, is, in the judg-
ment of the Board, insufficient to constitute a fair and equitable basis for deter-
mining the amount of compensation paid or attributable as paid to him in each
month of service before 1937, or September 1941, respectively, the Board shall
determine the amount of such compensation for each such month in such manner
as in its judgment shall be fair and equitable. In computing the monthly com-
pensation, no part of any month’s compensation in excess of $300 through the
calendar year 1951, and in excess of $400 thereafter, shall be recognized.

(d) The annuity of an individual who shall have been an employee representa-~
tive shall be determined in the same manner and with the same effect as if the
employee organization by which he shall have been employed were an employer.
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(e) In the case of an individual having a current connection with the railroad
industry [and not less than five years of service], the minimum annuity payable
shall, before any reduction pursuant to [subsection 2 (a) (3)] sections 2 (a) 3 or
3 (b) (4), be whichever of the following is the least: (1) [$3.60] $4.10 multiplied
by the number of his years of service; or (2) [$60] $68; or (3) his monthly [compensa-
tion.] compensation: Provided, however, That if for any entire month in which an
annuity accrues and 18 payable under. this Act the annuity to which an employee is
entitled under this Act (or would have been entitled except for a reduction pursuant to
section 2 (a) 8 or a joint and survivor election), together with his or her spouse’s
annuity, if any, or the total of survivor annuities under this Act deriving from the
same employee, is less than the amount, or the additional amount, which would have
been payable to all persons for such month under the Soctal Security Act (deeming
completely and partially insured individuals to be fully and currently insured, re-
spectively, and disregarding any possible deductions under subsection (f), of section 203
thereof) if such employee’s service as an employee after December 31, 1936, were
included in the term ‘“employment’ as defined in that Act and guarters of coverage
were determined in_accordance with section & (1) (4) of this Act, such annuity or
annuzities, shall be increased proportionately to a total of such amount or such addi-
lronal amount.

(f) Annuity payments which will have become due an individual but will not,
vet have been paid at death shall be paid to the same individual or individuals who,
in the event that a lump sum wiil have become payable pursuant to section 5 hereof
upon such death, would be entitled to receive such lump sum, in the same manner
as, and subject to the same limitations under which, such lump sum would be
paid, except that, as determined by the Board, first, brothers and sisters of the
deceased, and if there are none such, then grandchildren of the deceased, if living
on the date of the determination, shall be entitled to receive payment prior to any
payment being made for reimbursement of burial expenses. 1f there be no indi-
vidual to whom payment can thus be made, such annuity payments shall escheat
to the credit of the Raiiroad Retirement Account.

(g) No annuity shall accrue with respect to the calendar month in which an
annuitant dies.

L(h) After an annuity has begun to accrue, it shall not be subject to recomputa~
tion on account of service rendered thereafter to an employer, except as provided
in subdivision 3 of section 2 (a).]

L[i] (%) If an annuity is less than $2.50, it may, in the discretion of the Board,
be paid quarterly or in a lump sum equal to its commuted value as determined by
the Board,

* * * * * * *

ANNUITIES AND LUMP SUMS FOR SURVIVORS

Sec. 5. (a) Widow’s and Widower’s Insurance Annuity.—A widow or widower
of a completely insured employee, who will have attained the age of sixty-five,
shall be entitled during the remainder of her or his life, or, if she or he remarries,
then until remarriage to fan annuity for each month equal to three-fourths of
such employee’s basic amount] a surviver’s insurance annuity: Provided, however,
That if in the month preceding the employee’s death the spouse of such employee was
enutled to a spouse’s annuily under subseciion (f) of section 2 in an amount greater
than the survivor s insurance annuily, the widow’s or widower's annui.y shall be
increased to such greater amount.

(b) Widow’s Current Insurance Annuity.—A widow of a completely or partially
insured employee, who is not entitled to an annuity under subsection (a) and who
at the time of filing an application for an annuity under this subsection will have in
her care-a chiid of such employee entitled to receive an annuity under subsection
(c) shall be entitled to [an annuity for each month equal to three-fourths of the
employee’s basic amount] a survivor’s insurance annut.y: Provided, however, That
if in the monih preceding the employee’s dearh the spouse of such employec was enlitled
to ¢ spouse’s annuily under subseccion (f) of seclion 2 in an amount greater than the
survivor s insurance annuily, the widow s current insurance annut.y s-oll be increased
to such greater amount. Such annuity shall cease upon her death, upon her remar-
riage, when she becomes entitled to an annuity under subsection (a), or when no
chiid of the deceased employee is entitled to receive an annuity under subsection
(c), whichever occurs first.

(¢) Child’s Insurance Annuity.—Every child of an employee who will have died
completely or partially insured shall be entitled, for so long as such child lives and
meets the qualifications set forth in paragraph (1) of subsection (1), to [an annuity
for each month equal to one-half of the employee’s basic amount] a survivor’s
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tnsurance annuity: Provided, however, That if the employee ts survived by more than
one child entitled to an annuity. hereunder, each such child’s annuity shall be (3) two-
thirds of a survivor’s insurance annuity plus (¢i) one-third of a survivor’s insurance
annuity divided by the number of such children.

(d) Parent’s Insurance Annuity.—Each parent, sixty-five years of age or over,
of a completely insured employee, who will have died leaving no [widow and]
widow, no widower, and no child, shall be entitled, for life, or, if such parent
remarries after the employee’s death, then until such remarriage, to [an annuity
for each month equal to one-half of the employee’s basic amount] ¢ survivor’s
tnsurance annuity.

(e) When there is more than one employee with respect to whose death [a
parent or child is entitled to an annuity for a month, such annuity shall be one-
half of whichever employee’s basic amount is greatest] the same two or more
children are entitled to annuities for a month under subsection (c), any application
of each such child shall be deemed to be filed with respect to the death of only that one
of such employees from whom may be derived a survivor’s tnsurance annuity for each
child under subsection (c) tn an amount equal to or in excess of that which may be
derived from any other of such employees.

(f) Lump-Sum Payment.—(1) Upon the death, on or after January 1, 1947,
of a completely or partially insured employee who will have died leaving no
[widow, child, ] widow, widower, child, or parent who would on proper application
therefor be entitled to receive an annuity under this section for the month in
which such death occurred, there shall be paid a lump sum of [eight times the
employee’s basic amount] twelve times the survivor’s insurance annuily to the
following person (or if more than one there shall be distributed among them)
whose relationship to the deceased employee will have been determined by the
Board, and who will have been living on the date of such determination: to the
widow or widower of the deceased; or, if no such widow or widower be then living,
to any child or children of the deceased and to any other person or persons who,
under the intestacy law of the State where the deceased will have been domiciled,
will have been entitled to share as distributees with such children of the deceased,
in such proportions as is provided by such law; or, if no widow or widower and no
such child and no such other person be then living, to the parent or parents of
the deccased, in equal shares. Upon the death, on or after the first day of the month
next following the month of enactment hereof, of a completely or partially insured
employee who will have died leaving a widow, widower, child, or parent who would on
proper application therefor be entitled to an annuity under this section for the month
in which such death occurred, there shall be paid a lump sum of four times the survivor’s
insurance annuily to the person or persons in the order prowded in this paragraph.
A person who is entitled to share as distributee with an above-named relative of
the deceased shall not be precluded from receiving a payment under this paragraph
by reason of the fact that no such named relative will have survived the deceased
or of the fact that no such named relative of the deceased will have been living
on the date of such determination. If none of the persons described in this
paragraph be living on the date of such determination, such amount shall be paid
to any person or persons, equitably entitled thereto, to the extent-and in the

roportions that he or they shall have paid the expenses of burial of the deceased.
f a lump sum of twelve times the survivor’s insurance annuily would be payable to a
Ewidow, child,] widow, widower, child, or parent under this paragraph except
for the fact that a survivor will have been entitled to receive an annuity for the
month in which the employee will have died, but within one year after
the employee’s death there will not have accrued to survivors of the employee,
by reason of his death annuities which, after all deductions pursuant to paragraph
(1) of subsection (i) will have been made, are equal to [such lump sum,] eight
times the survivor’s insurance annuity, a payment to any then surviving Fwidow,
children,] wtdow, widower, children, or parents shall nevertheless be made under
this paragraph equal to the amount by which [such lump sum] eight times the
survivor’s insurance annuily exceeds such annuities so accrued after such deduc-
tions. No payment shall be made to any person under this paragraph, unless
application therefor shall have been filed, by or on behalf of any such person
(whether or not legally competent), prior to the expiration of two years after the
date of death of the deceased employee, except that if the deceased employee is a
person to whom section 2 of the Act of March 7, 1942 (56 Stat. 143, 144), is
applicable such two years shall run from the date on which the deceased employee,
pursuant to said Act, is determined to be dead, and for all other purposes of this
section such employee, so long as it does not appear that he is in fact alive, shall
be deemed to have died on the date determined pursuant to said Act to be the
date or presumptive date of death.
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(2) Whenever it shall appear, with respect to the death of an employee on or
after January 1, 1947, that no benefits, or no further benefits, other than benefits
payable to a [widow or] widow, widower, or parcnt upon attaining age sixty-five
at a future date, will be payable under this section or, pursuant to subsection (k)
of this section, under section 202 of the Social Security Act, as amended, there
shall be paid to such person or persons as the deceased employee may have desig-
nated by a writing filed with the Board prior to his or her death, or if there be no
designation, to the person or persons in the order provided in paragraph (1) of
this subsection or, in the absence of such person or persons, to his or her estate,
a lump sum in an amount equal to the sum of 4 per centum of his or her compen-
sation paid after December 31, 1936, and prior to January 1, 1947, and 7 per
centum of his or her compensation after December 31, 1946 (exclusive in both
cases of compcnsation in excess of $300 through the calendar year 1951 and $400
thereafter for any month), minus the sum of ali benefits paid to him or her, and lo
others deriving from him or her, during his or her life, or to others by reason of his
or her death, under this Act and, pursuaunt to subsection (k) of this section,
under section 202 of the Social Security Act, as amended: Provided, however, That
if the employee is survived by a [widow or] widow, widower, or parent who may
upon attaining age sixty-five be entitled to further benefits under this section, or
pursuant to subsection (k) of this section, under section 202 of the Social Security
Act, as amended, such lump sum shall not be paid unless such [widow or} widow,
widower, or parent makes and files with the Board an irrevocable election, in such
form as the Board may prescribe, to have such lump sum paid in lieu of all benefits
to which such [widow or] widow, widower, or parent might otherwise become en-
titled under this section or, pursuant to subsection (k) of this section, under section
202 of the Social Security Act, as amended. Such election shall be legally effec-
tive according to its terms. Nothing in this section shall operate to deprive a
[widow or] widow, widower, or parent making such election of any insurance
benefits under section 202 of the Social Security Act, as amended, to which such
[widow or]) widow, widower, or parent would have been entitled had this section
not been enacted. The term ‘“‘benefits” as used in this paragraph includes all
annuities payable under this Act, lump sums payable under paragraph (1) of this
subsection, and insurance benefits and lump-sum payments under section 202
of the Social Security Act, as amended, pursuant to subsection (k) of this [sec-
tion.] section, except that the deductions of the benefits paid pursuant to sub-
section (k) of this section under section 202 of the Social Security Act, during the life
of the employee to him or to her and to others deriving from him or her, shall be
limited to such portions of such benefils as are payable solely by reason of the inclusion
of service as an emplo%ee in “employment’ pursuant to said subsection (k).

(g) Correlation of Payments.—(1) An individual, entitled on applying therefor
to receive for a month before January 1, 1947, an insurance benefit under the
Social Security Act on the basis of an employee’s wages, which benefit is greater
in amount than would be an annuity for such individual under this section with
respect to the death of such employee, shall not be entiiled to such annuity. An
individual, entitled on applying therefor to any annuity or lump sum under this
section with respect to the death of an employee, shall not be entitled to alump-
sum death payment or, for a month beginning on or after January 1, 1947, to any
insurance benefits under the Social Security Act on the basis of the wages of the
same employvee.

L(2) A widow or child, otherwise entitled to an annuity under this section, shall
be entitled only to that part of such annuity for a month which exceeds the total
of any retirement annuity. and insurance benefit under the Social Security Act
to which such widow or child would be entitled for such month on proper appli-
cation therefor. A parent, otherwise entitled to an annuity under this seciion,
shall be entitled only to that part of such annuity for a month which exceeds the
total of any other annuity under this section, reiirement annuity, and insurance
benefit under the Social Security Act to which such parent would be entitled for
such month on proper application therefor.}

(2) If an individual is entitled to more than one annuity for a month under this
section, such individual shall be entitled only to that one of such annuities for a month
which s equal to or exceeds any other such annuity. If an individual is entitled to an
annuity for a month under this section and ¢s entitled, or would be so entitled on proper
%Pplication therefor, for such month to an insurance benefit under section 202 of the

ocial Security Act, the annuity of such individual for such month under this section
shall be only in the amount by which it exceeds such insurance benefit. If an individual
is entitled to an annuily for a month under this section and also to a retirement annuily,
the annuity of such individual for @ month under this section shall be only in the
amount by which it exceeds such retirement annwity.
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[(h) Maximum and Minimum Annuity Totals,—Whenever according to the
provisions of this section as to annuities, payable for a month with respect to the
death of an employee, the total of annuities is more than $20 and exceeds either
(a) $120, or (b) an amount equal to twice such employee’s basic amount, or with
respect to employees other than those who will have been completely insured
solely by virtue of subsection (1) (7) (iii), such total exceeds (c) an amount equal
to 80 per centum of his average monthly remuneration, whichever of such amounts
is least, such total of annuities shall, prior to any deductions under subsection (i),
be reduced to such least amount or to $20, whichever is greater. Whenever such
total of annuities is less than $10, such total shall, prior to any deductions under
subsection (i), be incressed to $10.7

(h) Mazimum and Minimum Annuity Totals.—W henever according to the pro-
visions of this section the total of annuities payable for a month with respect to the
death of an employee, after any adjusiment pursuant to subsection (g9) (2) and after
any deductions under subsection (1), ts more than 340 and exceeds an amount equal
to 2% times a survivor’s insurance annuity, such total of annuilies shall, subject to
the provisos in subsection (e) of sectton 3 and in subsections (a) and (b) of this section,
be reduced proportionately to such amount or to $40, whichever is greater. Whenever
according to the provisions of this section the total of annuities payable for a month
with respect to the death of an employee is less than 320 such total shall, prior to any
adjustment pursuant to subsection (g) (2) and prior to any deductions under subsec-
tion (7), be increased proporttonately to $20.

(i) Deductions from Annuities.—(1) Deductions shall be made from any pay-
ments under this section to which an individual is entitled, until the total of such
deductions equals such individual’s annuity or annuities under this section for any
month in which such individual—

(i) will have rendered compensated service within or without the United
States to an employer;

L[ (ii)) will have rendered service for wages of not less than $25;]

(22) is under the age of seveniy-five and will have earned more than $50 in
“wages” or will have been charged with more than $50 in ‘‘net earnings from
self-employment”’; or

[ii) if a child under eighteen and over sixteen years of age, will have
failed to attend school regularly and the Board finds that attendance will
have been feasible; or]

L(v)] (@49) if a widow otherwise entitled to an annuity under subsection
(b) will not have had in her care a child of the deceased employee entitled
to receive an annuity under subsection (c);

(2) The total of deductions for all events described in paragraph (1) occurring
in the same month shall be limited to the amount of such individual’s annuity or
annuities for that month. Such individual (or anyone in receipt of an annuity in
his behalf) shall report to the Board the occurrence of any event described in
paragraph (1).

(3) Deductions shall also be made from any payments under this section with
respect to the death of an employee until such deductions total—

(i) any death benefit, paid with respect to the death of such employee,
under sections 5 of the Retirement Acts (other than a survivor annuity pur-
suant to an election);

(ii) any lump sum paid with respect to the death of such employee,
under titte IT of the Social Security Act, or under section 203 of the Social
Security Act in force prior to the date of the Social Security Act Amendments
of 1939;

(iti) any lump sum paid to such employee under section 204 of the Social
Security Act in force prior to the date of the enactment of the Social Secu-
rity Act Amendments of 1939, provided such lump sum will not previously
l}\ave been deducted from any insurance benefit paid under the Social Security
Act; and

(iv) an amount equal to 1 ner centum of any wages paid to such employee
for services performed in 1939, and subsequent to his attaining age sixty-
five, with respect to which the taxes imposed by section 1400 of the Internal
Revenue Code will not have been deducted by his employer from his wages
or paid by such employer, provided such amount will not previously have
been deducted from any insurance benefit paid under the Social Security Act.

(4) The deductions provided in this subsection shall be made in such amounts
and at such time or times as the Board shall determine. Decreases or increases
in the total of annuities payable for a month with respect to the death of an em-
ployee shall be, equally apportioned among all annuities in such total. An an-
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nuity under this section which is not in excess of $5 may, in the discretion of the
Board, be paid in a lump sum equal to its commuted value as the Board shall
determine.

(7) When Annuities Begin and End.—No individual shall be entitled to receive
an annuity under this section for any month before January 1, 1947, An applica-
tion for any payment under this section shall be made and filed in such manner
and form as the Board prescribes. An annuity under this section for an individual
otherwise entitled thereto shall begin with the month in which [such individual
filed an application for such annuity: Provided, That such individual's annuity
shall begin with the first month for which he will otherwise have been entitled to
receive such annuity if he files such application prior to the end of the third month
immediately succeeding such month.] eligibility therefor was otherwise acquired,
but not earlier than the first day of the sixth month before the month in which the
application was filed. No application for an annuity under this section filed prior
to three months before the first month for which the applicant becomes otherwise
entitled to receive such annuity shall be accepted. No annuity shall be payable
for the month in which the recipient thereof ceases to be qualified therefor.

(k) Provisions for Crediting Railroad Industry Service Under the Social Secu-
rity Act in Certain Cases.—(1) For the purpose of determining (i) insurance
benefits under title II of the Social Security Act to an employee who will have
completed less than ten years of service and to others deriving from him or her during
his or her life and with respect to his or her death, and lump-sum death payments
with respect to the death of such employee, and (i7) insurance benefits wit’ respect to
the death of an employee who will have completed ten years of service which would
begin to accrue on or after January 1, 1947, [to a widow, parent, or surviving
child,} and with respect to lump-sum death payments under such title payable
in relation to a death of such an employee occurring on or after such date and for
the purposes of section 203 of that Act, section 15 of the Railroad Retirement Act
of 1935, section [209 (b) (9)F 210 (a) (10) of the Social Securit’y Act, and sec-
tion 17 of this Act shall not operate to exclude from “employment”, under title IT
of the Social Security Act, service which would otherwise be included in such
“employment’’ but for such sections. For such purpose, compensation paid in
a calendar year shall, in the absence of evidence to the contrary, be presumed to
have been paid in equal proportions with respect to all months in the year in
which the employee will have been in services as an employee. In the application
of the Social Security Act pursuant to this paragraph to service as an employee, all
service as defined in section 1 (c) of this Act shall be deemed to have been performed
within the United States.

(2) Not later than January 1, [1950] 1956, the Board and the Federal Security
Administrator shall make a special joint report to the President to be submitted to
Congress setting forth the experience of the Board in crediting wages toward
awards and in_administering the proviso in section 3 (€) of this Act, and the experi-
ence of the [Social Security Board]} Federal Security Administrator in crediting
compensation toward awards, and their recommendations for such legislative
changes as [are deemed advisable for equitable distribution of the financial
burden of such awards between the retirement account and the Federal Old Age
and Survivors Insurance Trust Fund} would be necessary to place the Federal Old
Age and Survivors Insurance Trust Fund in the same position in which it would have
been if service as an employee after December 31, 1936, had been included in the term
“employment” as defined in the Social Security Act and in the Federal Insurance
Contributions Act. .

(3) The Board and the Federal Security Administrator shall, upon request,
supply each other with certified reports of records of compensation or wages and
periods of service and of other records in their possession or which they may
secure, pertinent to the administration of this section or title II of the Social
Security Act as affected by paragraph (1). Such certified reports shall be con-
clusive in adjudication as to the matters covered therein: Provided, That if the
Board or the:Federal Security Administrator receives evidence inconsistent with
a certified report and the application involved is still in course of adjudication or
otherwise open for such evidence, such recertification of such report shall be made
as, in the judgment of the Board or the Federal Security Administrator, whichever
made the original certification, the evidence warrants. Such recertification and
any subsequent recertification shall be treated in the same manner and be subject
to the same conditions as an original certification.

(1) Definitions.—For the purposes of this section the term ‘“‘employee’ includes
an individual who will have been an ‘“‘employee”, and—

(1) The qualifications for [‘‘widow”, “child”,} “widow’’, “widower”, “child”’,
and ‘‘parent’’ shall be, except for the purposes of subsection (f), those set forth
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in section [[209 (j) and (k)J} 216 (¢), (¢) and (g), and section [202 ()]} 202 (k) (3)
of the Social Security Act, respectively; and in addition—

L[(i) a “widow” shall have been living with her husband employee at the
time of his death;}

(®) a “widow” or “widower” shall have been living with the employee at the
time of the employee’s death; a widower shall have recerved at least one-half of his
support from his wife employee at the time of her death or he shall have recetved
at least one-half of his support from his wife employee at the time her retirement
annuily or pension began. For the purposes of subsections (b) and (7)) (1)
(32%) of this section, the term “widow’ shall include @ woman who has been divorced
from the employee if she (4) ts the mother of his son or daughter, (B) legally
adopted his son or daughter while she was married to him and while such son or
daughter was under the age of eighteen, or (¢) was married to him at the time
both of them legally adopted a child under the age of eighteen; and if she received
from the employee (pursuant to agreement or court order) at least one-half of
her support at the time of the employee’s death, and the child in her care referred
to in subsection (b) is the child described in clauses (4), (B), and (c) entitled
to a survivor’s snsurance annutty under subsection (¢) with respect to the death
of such employee;

(ii) .a “‘child” shall have been dependent upon its parent employee at the
time of his death; shall not be adopted after such death by other than a step
parent, grand parent, aunt or uncle; shall be unmarried; and less than eighteen
years of age; and

(iii) a ‘“‘parent’’ [shall have been wholly dependent upon and supported
at the time of his death byJ shall have received at least one-half of his support
from the employee to whom the relationship of “parent” is claimed[[; and
shall have filed proof of such dependency and support within two years after
such date of death, or within six months after January 1, 1947].

A “widow” or [a ‘‘child”} “widower”’ shall be deemed to have been [so living with
a husband or so dependent upon a parent] living with the employee if the conditions
set forth in section [209 (n) or section 202 (c) (3) or (4)Y 216 (h) (2) or (3),
whichever s applicable, of the Social Security Actl[, respectively,} are fulfilled.
A ““child” shall be deemed to have been dependent upon a parent if the conditions set
forth in section 202 (@) (3), (4), or (5) of the Social Security Act are fulfilled (a
partially insured mother being deemed currently insured). In determining for
purposes of this section and subsection (g) of section 2 whether an applicant is the
wife, husband, widow, [child, or parent} widower, child or parent of an employee
as claimed, the rules set forth in section [209 (n)J} 216 (k) (1) of the Social Security
Act shall be applied;

(2) The term ‘‘retirement annuity” shall mean an annuity under section 2
awarded before or after its amendment but not including an annuity to a survivor
pursuant to an election of a joint and survivor annuity; and the term ‘‘pension”
shall mean a pension under section 6;

(3) The term ‘‘quarter of coverage’ shall mean a compensation quarter of
coverage or a wage quarter of coverage, and the term ‘‘quarters of coverage’
shall mean compensation quarters of coverage, or wage quarters of coverage, or
both: Provided, That there shall be for a single employee no more than four
quarters of coverage for a single calendar year;

(4) The term ‘‘compensation quarter of coverage’’ shall mean any quarter of
coverage computed with respect to compensation paid to an employee after 1936
in accordance with the following table:

Total compensation paid in the calendar year

Months of service in a calendar year
Tess than | $50 but less } 5100 but less}s150 but les' |  $200 or
$50 than $100 | than $150 | than $200 more
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If upon computation of the compensation quarters of coverage 1n accordance with the
above table an employee s found to lack a completely or partially insured status which
he would have if compensation paid in a calendar year were presumed to have been

H. Rept. 976, 82-1——4
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paid in equal proportions with respect to all months in the year in which the employece
will have been i1n service as an employee, such presumption shall be made.

(5) The term ‘“‘wage quarter of coverage’’ shall mean any quarter of coverage
determined in accordance with the provisions of title II of the Social Security Act;

(6) The term ‘“wages’’ shall mean wages as defined in section 209 [(a)] of the
Social Security Act, and, in addition, (2) ‘“self-employment income’’ as defined in
section 211 (b) of that Act and (i7) wages deemed to have been paid under Section
217 (a) of that Act on account of military service which is not creditable under section
4 of this Act;

(7) An employee will have been ‘“‘completely insured’’ if it appears to the satis-
faction of the Board that, at the time of his death, whether before or after the
enactment of this section, he wiil have completed ten years of service and will have
had the qualifications set forth in any one of the following paragraphs:

(i) a current connection with the railroad industry; and a number of
quarters of coverage, not less than six, and at least equal to one-half of the
number of quarters, elapsing in the period after 1936, or after the quarter
in which he will have attained the age of twenty-one, whichever is later, and
up to but excluding the quarter in which he will have attained the age of
sixty-five years or died, whichever will first have occurred (excluding from
the elapsed quarters any quarter which is not a quarter of coverage and during,
any part of which a retirement annuity will have been payable to him); and
if the number of such elapsed quarters is an odd number such number shall
be reduced by one; or

(ii) a current connection with the railroad industry; and forty or more
quarters of coverage; or

(iii) a pension will have been payable to him; or a retirement annuity
based on service of not less than ten years (as computed in awarding the
annuity) will have begun to accrue to him before 1948:

(8 An employee will have been ‘“partially insured’’ at the time of his dealh,
whether before or after the enactment of this section, if it appears to the satisfaction
of the Board that [at the time of his death, whether before or after the enactment
of this section he] he will have completed ten years of service and will have had (i) a
current connection with the railroad industry; and (ii) six or more quarters of
coverage in the period [beginning with the third calendar year next preceding the
year in which he will have died and ending with the quarter next preceding the
quarter in which he will have died) ending with the quarter in which he will have
died or in which a retirement annuity will have begun to accrue to him and beginning
with the third calendar year next preceding the year in which such event occurs;

(9) An employee’s ‘“average monthly remuneration’ shall mean the quotient
obtained by dividing (A) the sum of (¢) the compensation [and wages] paid to
him after 1936 and before the quaiter in which he will have died, eliminating [for
any single calendar year, from compensation,] any excess over $300 for any
calendar month [in such year, and from the sum of wages and compensation any
excess over $3,000, by] thirough 1951, and any excess over $400 for any calendar
mon’h afer 1951, and (i7) if such compensation for any calendar year is less than
$3,600 and the average monthly remunera’son compuled on compensa’ion alone is
less than $300 and the employee has carned in such colendar year “wages’ as defined
in paragraph (6) hereof, such wages, in an amount not to exceed the differcnce between
the compensation for such year and $3,600, by (B) three times the number of quarters
elapsing after 1936 and before the quarter in which he will have died: Provided,
That for the period prior to and including the calendar year in which he will have
attained the age of twenty-two there shall be included in the divisor not more than
three times the number of quarters of coverage in such period: Provided further,
That there shall be excluded from the divisor any calendar quarter which 18 not a
quarter of coverage and during any part of which-a retirement annuity will have
been payable to him: And provided further, That if the exclusion from the divisor
of ell quarters after the first quarter in which the employee was completely insured and
had attained the age of siz'y-five and the exclusion from the dividend of all compensa-
tion and wages with respect to such quarters would resull in a higher average monthly
remunera’'ton, such quarters, compensa'ion and wiyes sha'l b2 s9 exsluded.

With respect to an employee who will have been awarded a retirement annuity,
the term ‘“compensation’ shall, for the purposes of this paragraph, mean the
compensation on which such annuity will have been based;

(10) The term [‘‘basic amount’’] “survivor’s insurance annuity’’ shall mean—

(i) for an employee who will have been partiallv insured, or completely
insured solely by virtue of paragraph (7) (i) or (7) (ii) or both: the sum of (A)
40 per centum of his average monthly remuneration, up to and including
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[375] $100; plus (B) 10 per centum of such average monthly remuneration
exceeding [$75] $100 and up to and including [$250] $400 if wages are not
included in the average monthly remuneration, or $300 if wages are included,
plus (C) [1 per centum of the sum of (A) plus (B) multiplied by the number
of years after 1936 in each of which the compensation, wages, or both, paid
to him will have been equal to $200 or more] $1 for each of his years of service
after 1936, if the [basic amount ] survivor’s insurance annuity, thus computed,
is less than [$10] $20 it shall be increased to [$10] $20;

(ii) for an employee who will have been completely insured solely by
virtue of paragraph 7 (iii): the sum of 40 per centum of his monthly com-
pensation if an annuity will have been payable to him, or, if a pension will
have been payable to him, 40 per centum of the average monthly earnings
on which such pension was computed, up to and including [$751 $100,
plus 10 per centum of such compensation or earnings exceeding [$75] $100
and up to and including [$250] $300. If the average monthly earnings on
which a pension payable to him was computed are not ascertainable from
the records in the possession of the Board, [the amount computed under
this subdivision shall be $33.33] the survivor’s insurance annuity shall be $35,
except that if the pension payable to him was less than [$25, such amount]
$35, the survivor’s insurance annuity shall be [four-thirds of] the amount of
the pension or [$13.33] 815, whichever is greater. The term “monthly
compensation’’ shall, for the purposes of this subdivision, mean the monthly
compensation used in computing the annuity;

(iii) for an employee who will have been completely insured under para-
graph (7) (iii) and either (7) (i) or (7) (ii): the higher of the two amounts
computed in accordance with subdivisions (i) and (ii).

* * * * * * *

SOCIAL SECURITY ACT

SEc. 17. The term “‘employment,’” as defined in [subsection (b) of] section 210
of title II of the Social Security Act, shall not include service performed by an
individual as an employee as defined in section 1 (b).

* * * * * * *

RAILROAD RETIREMENT TAX ACT!
SEC. 1500. RATE OF TAX.

In addition to other taxes, there shall be levied, collected, and paid upon the
income of every employce a tax equal to the following percentages of so much of
the compensation, paid to such employee after December 31, 19486, for services
rendered by him after such date, as is not in excess of [$300] $400 for any calendar
month:

1. With respect to compensation paid during the calendar years 1947 and
1948, the rate shall be 5% percent;
2. With respect to compensation paid during the calendar years 1949, 1950,
and 1951, the rate shall be 6 percent;
3. With respect to compensation paid after December 31, 1951, the rate
shall be 6% percent.
SEC. 1501. DEDUCTION OF TAX FROM COMPENSATION.

(a) REQUIREMENT.—The tax imposed by section 1500 shall be collected by the
employer of the taxpayer by deducting the amount of the tax from the compensa-
tion of the employee as and when paid. If an employee is paid cempensation after
December 31, 1946, by more than one employer for services rendered during any
calendar month after 1946 and the aggregate of such compensation is in excess of
[$300] $400, the tax to be deducted by each employer other than a subordinate
unit of a national railway-labor-organization employer from the compensation
paid by him to the employee with respect to such month shall be that proportion
of the tax with respect to such compensation paid by all such employers which the
compensation paid by him after December 31, 1946, to the employee for services
rendered during such month bears to the total compensation paid by all such
employers after December 31, 1946, to such employee for services rencered during
such month; and in the event that the compensation so paid by such employers
to the employee for services rendered during such month is less than [$300] $400,

1 The amendments which the bill proposes to the Railroad Retirement Tax Act would apply only with
respect to compensation paid after December 31, 1951,
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each subordinate unit of a national railway-labor-organization employer shall

deduct such proportion of any additional tax as the compensation paid by such

employer after December 31, 1946, to such employee for services rendered during

such month bears to the total compensation paid by all such employers affer

December 31, 1946, to such employee for services rendered during such month.
* * * * * * *

SEC. 1510. RATE OF TAX.

In addition to other tazes, there shall be levied, collected, and paid upon the
income of each employee representative a tax equal to the following percentages
of so much of the compensation paid to such employee representative after
December 31, 1946, for services rendered by him after such date, as is not ip
excess of [$300] $400 for any calendar month:

1. With respect to compensation paid during the calendar years 1947 and
1948, the rate shall be 11% per centum; .
2. With respect to compensation paic{ during the calendar years 1949, 1950,
and 1951, the rate shall be 12 per centum;
3. With respect to compensation paid after December 31, 1951, the rate
shall be 12% per centum. .
* * * * * * *
SEC. 1520. RATE OF TAX.

In addition to other taxes, every employer shall phy an excise tax, with respect
to having individuals in his employ, equal to the following percentages of so much
of the compensation, paid by such employer after December 31, 1946, for services
rendered to him after December 31, 1936, as is, with respect to any employee for
any calendar month, not in excess of [$300] $400: Provided, however, That if an
employee is paid compensation after December 31, 1946, by more than one em-
ployer for services rendered during any calendar month after 1936, the tax imposed
by this section shall apply to not more than [$300] $400 of the aggregate com-
pensation paid to such employee by all such employers after December 31, 1946,
for services rendered during such month, and each employer other than a sub-
ordinate unit of a national railway-labor-organization employer shall be liable
for that proportion of the tax with respect to such compensation paid by all such
employers which the compensation paid by him after December 31, 1946, to the
employee for services rendered during such month bears to the total compensation
paid by all such employers after December 31, 1946, to such employee for services
rendered during such month; and in the event that the compensation so paid by
such employers to the employee for services rendered during such month is less
than [$300] $400, each subordinate unit of a national railway-labor-organization
employer shall be liable for such proportion of any additional tax as the compensa-
tion paid by such employer after December 31, 1946, to such employee for services
rendered during such month bears to the total compensation paid by all such
employers after December 31, 1946, to such employee for services rendered during
such month:

1. With respect to compensation paid during the calendar years 1947 and
1948, the rate shall be 5% percent;

2. With respect to compensation paid during the calendar years 1949, 1950,
and 1951, the rate shall be 6 percent;

3. With respect to compensation paid after December 31, 1951, the rate
shall be 6% percent.

ArrPENDIX 1 TO Masoriry REPORT

UNITED STATES OF AMERICA,
RA1LRoOAD RETIREMENT BOARD,
Chicago, Ill., August 24, 1951.
Hon. RosERT CROSSER,
Chairman, House Commitiee on Interstate and Foreign Commerce,
New House Office Building, Washington 25, D. C.

- DEAR MR. Crosser: This refers to the report of the majority of the Board
on the bill H. R. 3669 as voted out of the House Committee on Interstate and
Foreign Commerce on August 17. As indicated at the end of the Board’s report,
I did not agree with the majority and requested the opportunity of submitting a
dissenting statement of my views which are as follows:

In my opinion the bill as amended by the committee is much to be preferred
over the original bill.
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However, arrangements should immediately be made for a prompt study (such
as is provided for in sec. 22 of H. R. 4641 or by H. Res. 329 and 330, or H. Con.
Res. 142 and 143, or H. Con. Res. 148 and 149) of a plan for reinsurance VYlth the
general social security system of the obligations under the railroad retirement.
system so as to enable the Congress at the next session to give the railroad retire-
ment system the savings that would be achieved from securing the social security
level of benefits at the social security tax rate. Such study would also consider
savings that could be effected by such provisions as transfer to the social security
system of short-time railroad workers, a complete ehmination of dual benefits,
uniform work clauses, etc., and how many of these possible savings would be
required to bring the net cost of the railroad retirement system within the bounds
of the money available. ) .

H. R. 3669 as originally introduced merely contemplated savings from a partial
coordination with social security and contained other defects. The study or
accounting called for therein was not to be reported until 1956, which in my
opinion would be too long deferred. Furthermore,-it did not entirely eliminate
dual benefits and contemplated 'a method of coordination which if enacted into
law would make difficult an amendment at a later date to provide the maximum
savings which are needed in order to permit maximum benefits under the Rail-
road Retirement Act. Moreover, it provided for increases in benefits far in
excess of even the most optimistic estimate of savings to be realized through any
or all the methods provided for or contemplated in the bill, and would have the
effect of making the railroad retirement system financially unsound.

As to relative costs the committee bill is less expensive than the original bill by
about 2.30 percent of payroll due to omitting supplemental benefits for spouses
and due to increasing present survivor benefits by 33% percent instead of an
average of about 90 percent. The net cost of the original bill, it is asserted by
proponents of the bill, is less than that of the committee bill by taking credit in
an amount equal to about 2.96 percent of the payroll for savings expected to
result from the $50 work clause, the transfer to social security of those retiring
with less than 10 years’ service and the contemplated coordination with social
security. Some or all of these savings can also be realized, of course, in connec-
tion with the committee bill after the study mentioned above in my second para-
graph is made and an additional $25,000,000 of savings by the complete elimina-
tion of dual benefits mentioned in my paragraph No. 8, page 62, House committee
hearings. For convenience I attach a comparison of estimated costs of the two
bills.

Lest someone misunderstand the $230,000,000 ‘‘savings and additional rev-
enue”’ mentioned in the majority report, 1 wish to point out that only part of it
is savings that could be made in the present system and additional revenue that
would go toward meeting the 14 percent increase in retirement annuities and the
approximate 90 percent increase in survivor benefits provided in original H. R.
3669. For example:

(1) The $50,000,000 saving from the ‘‘work clause” includes the savings in
spouses’ benefits. The present law does not provide spouses’ benefits so there
can be no savings in that respect as compared with the present law. The sav-
ings included for spouses’ benefits were calculated in the light of the greater
amount they would cost were there no work clause in the original bill.

(2) The $100,000,000 savings estimated by our actuary for “financial adjust-
ment between the railroad retirement and social security systems” is criticized
by Mr. Myers, actuary of the Social Security Administration, as being too high
and while I hope our actuary is more nearly right with his $100,000,000 than is
Mr. Myers, who estimates only about $50,000,000, we are not yet justified in
my opinion in fully relying on the entire $100,000,000. Furthermore, the half
of it applicable to those with over 10 years’ service is not made certain in the
original bill but merely contemplated in the requirement for a ‘‘special joint
report” in 1956 (sec. 5 (k) (2) original H. R. 3669).

(3) Of the $80,000,000 additional taxes obtainable by raising the maximum
taxable and creditable compensation from $300 to $400, only a fraction would
be available for immediate increases; that is, for the 14-percent increase in re-
tirement annuities and the average 90-percent increase in survivor benefits pro-
vided in the original bill. The great bulk of it would be absorbed in meeting
future increases in benefits which would automatically result from the increase
in creditable compensation to $400 per month. (For further comment see par.
6 of my separate statement, p. 60 of House committee hearings.)

That the entire amount of this $230,000,000 of estimated ‘“‘savings and addi-
tional revenue’” would not go to offset the increased cost for which the original
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bill provided is clear from the figures submitted by the Board’s actuaries. The
total added cost of the increased benefits is about $270,000,000 (18.30 percent
of $5.2 billion payroll from p. 410 0of House committee hearings from which de-
duct benefits under present law of 13.9 percent of $4.9 billion payroll from p.
408 of House committee hearings.) If the entire $230,000,000 mentioned in the
majority report as ‘“savings and additional revenue’ would go to offset such
increased cost, then the enactment of the original bill would result in a net in-
creased cost of only $40,000,000. The Board’s actuaries, however, estimate the
net cost of the bill as 14.13 percent of a $5.2 billion payroll. This would repre-
sent an increase of about $117,000,000 over the present cost of 12.60 percent of
$4.9 billion payroll.

My views as to a number of other points are set forth in my separate statement
which accompanied this Board’s report, dated April 24, 1951, on H. R. 3669.

In conclusion, I should repeat that, in my judgment, the enactment of H. R.
3669, in its original form, would gravely endanger the solvency of the railroad
retirement system. This was also the opinion of the actuaries who appeared
during the course of the congressional hearings. I think that the bill, as amended
by the committee, with its more moderate increases in benefits and costs, goes
as far in the way of liberalization as reasonable prudence and safety will permit.
As T have already pointed out, even the increases provided for in the amended
bill require that steps be taken looking to savings to be brought about by seme
form of coordination or reinsurance betweer the railroad retirement system and
the general social security system.

Regpectfully submitted.

F. C. SQUIRE, Member.

Comparison of costs tn percent of payroll

{1 percent is approximately $50 million a year]

H. R. 3669
Present 1aw
Original | Committee
bill bill
Page of House committee hearings. . ... oo ooomomaacnan 408 410 )
Future payroll (billions) _._...__. .8 $5.2 9
Maximum compensation $300 $400 $300
Gross costs on comparable basis:
Retirement annuities:
Ageannuities ..o 7.76 8.64 8.92
Disability annuities befor 1.46 1.65 1.68
Disability annuities after 65 1.3 1.53 1.56
Wives’ annuities .. eccmcaecce | 1.48 |.oo..
TOtAl . o o e e e e e e —m—————— 10. 58 13.30 12.16
Survivor benefits:
Aged widows and parents. ..o oooocoooiicciceon-- 1.74 2.79 2.32
Widowed mothers .17 .30 .23
Children_..__.__.___....._.. .28 .68 .37
Insurance lump sums 19 45 24
P OtA) - o e e e 2.38 4.22 3.16
Residual lump sum__ oo .80 .40 .55
Maximum and minimum__ ) [ V25 .
Administration . . oo e .14 .18 .14
Total ...ooe..... e e o 8 .69
Total Bross oSS oo iiicmaemae
Deductions:
Less interest on funds.
Less $50 work clause
Less savings from tra;
SerVICe . .o
Less contemplated savings from H, R, 3669 form of c
for employees with over 10 years’ service
Nt COStS e v m o oo e m e mes

t Board report,
2 From p. 423 of House committee hearings.

. Nore.—For comparative purposes the above gross costs in second column include benefits for those retir-
ing with less than 10 years’ service and do not include the reductions for the $50 work clause. These adjust-
ments are 12ade as ueduciions in the lower portion of the table.
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APPENDIX 2 TO MAJORITY REPORT

FEDERAL SECURITY AGENCY,
Washington, May 15, 1951.
Hon. RoBERT CROSSER,
Chairman, Commitice on Interstate and Foreign Commerce,
House of Representatives, Washington, D. C.

Dear Mr. CHAIRMAN: This is in response to your request of April 13, 1951, for
a report on H. R. 3669, a bill to amend the Railroad Retirement Act and the Rail-
road Retirement Tax Act, and for other purposes, and your request of April 20,
1951, on H. R. 3755, a bill to amend the Railroad Retirement Act, the Railroad
Unemployment Insurance Act, and for other purposes.

SUMMARY OF THE BILLS

H. R. 3669 would change the railroad retirement program by increasing the
amounts of the employee annuities approximately 15 percent, adding spouse’s
annuities, increasing the maximum creditable monthly compensation for both
tax and benefit purposes from $300 to $400, and making other liberalizations.
The railroad program would not pay either survivor or retirement annuities in
cases where workers die or retire in the future with less than 10 years of railroad
employment. The railroad wage credits of these short-term railroad workers
would in the future be transferred to old-age and survivors insurance. The sur-
vivors of workers with 10 years or more of railroad service would, as now, receive
benefits under one program or the other based on combined wage records. For
individuals with 10 or more years of railroad service who also qualified under old-
ege and survivors insurance, retirement benefits would be payable under both
systems. The bill provides for various adjustments in railroad benefits when
railroad beneficiaries work or receive benefits under old-age and survivors in-
surance. It provides that not later than January 1, 1956, the Railroad Retire-
ment Board and the Federal Security Administrator would make a joint report
setting forth their recommendations for such legislative changes as ‘“would be
necessary to place the Federal old-age and survivors insurance trust fund in the
same position in which it would have been if service as [a railroad] employee after
December 31, 1936, had been included in the term ‘employment’ as defined in the
Social Security Act and in the Federal Insurance Contributions Act.”

H. R. 3755 would increase the benefits payable under the railroad program to
both present and future annuitants by 25 percent in most: cases and would increase
the wage base upon which survivors benefits are based from $3,000 to $3,600.
The bill does not amend the taxing provisions of the program.

GENERAL VIEWS OF THE FEDERAL SECURITY AGENCY

The Federal Security Agency strongly endorses the objective of coordination
between the railroad system and the old-age and survivors insurance system.
‘When the railroad program was established as a separate system the extent of the
movement in and out of the railroad industry was not realized. It was thought
that most railroad employees were career employees who would stay in railroad
employment until their death or retirement.

Actual experience that has developed has shown that this is not true. Large
numbers of workers move in and out of the railroad industry every year. That
this movement is very large is indicated by a corr parison of the total number of
workers employed by the railroads during a year with the average number at work
at any one time. While average railroad employment in 1949 was 1,400,000,
about 2,090,000 individuals had some railroad earnings during the year. Thus,
for every 100 railroad employees working at a given time in 1949, 149 acquired
railroad-retirement credits in that year; in 1940 this ratio was 100 to 140. During
1937-50 probably about 6 or 6% million persons had wage credits under both
railroad retirement and old-age and survivors insurance; this group represents
about 75 percent of the workers (approximately 8,500,000) with wage credits
under the Railroad Retirement Act during the 14-year period, and this proportion
will be even higher in the future because of the expanded coverage under old-age
and survivors insurance due to the 1950 amendments.

The only way to insure that this large number of workers who move in and out
of railroad employment will have reasonable and adequate insurance protection is
to provide for coordination of the two systems. Otherwise, persons who shift
between the two systems, but who do not qualify for benefits under both, may
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suffer a serious disadvantage; on the other hand, those who do qualify under both
systems may receive an unreasonably large total of benefits because the weighting
in the old-age and survivors insurance bqneﬁt formula, designed to provide ade-
quate benefits for the low-paid worker, incidentally results in giving an undue
advantage to the short-term worker as well. )

In recognition of the interdependence of the two systems, Congress in 1946
provided for the coordination of survivors benefits. These provisions were reason-
ably satisfactory prior to the 1950 amendments to the Social Security Act, but
there is now need for considerable revision. Retirement benefits under the two
programs have never been coordinated; we believe there is an equally great need
for coordination in this area.

ANALYSIS OF H. R. 3669

While the Federal Security Agency strongly recommends the coordination of
the railroad system with the old-age and survivors insurance program, we believe
that the method of coordination proposed in ‘H. R.-3669 has serious defects. In
the opinion of this Agency the provisions of the bill would cause misunderstand-
ing and confusion among those affected by it, and the financiel arrangements
proposed in the bill might have adverse effects.

Public understanding

It is extremely important that any socizl insurance or retirement program
affecting large numbers of people be simple enough so that those affected by it
can have a reasonably clear understanding of their rights under the program and
of the protection which it affords them. Similarly, it is essential that the pro-
gram provide equitable treatment to 2ll those covered if it is to have the public
confidence and support without which it cannot function effectively. If any large
group of the participants receive what appears to be inequitable treatment, or if
the majority of those covered do not understand their rights or know what they
can expect, the program cannot provide the security it is intended to provide,

The provisions of H. R. 3669 which govern the coordinztion of payments by
the two programs are inconsistent and difficult to understand and to explain.
The general principles on which they are based apparently are that old-age and
survivors insurance should pay the short-term railroad worker and his survivors,
and the railroad program should pay the long-term worker and his survivors, and
that wage credits under the two programs should be combined. However, these
principles are not consistently carried out in the coordination provisions and as
8 consequence many inequitable and anomalous situations would arise.

The effect of the coordination provisions in H. R. 3669 may be summarized
as follows: In retirement cases, the worker with less than 10 years of railroad
service would receive benefits from old-age and survivors insurance based on
combined wages under the two systems. The worker with 10 years or more of
railroad service would receive retirement benefits from the railroad program
based on railroad service alone, and would also receive old-age and survivors
insurance benefits based on nonrailroad employment if he had had enough of
such employment to qualify therefor. In the iong run it can be expected that
a great many workers would qualify for dual retirement benefits under these pro-
visions, since out of a working lifetime of 40 years or more, only 10 would need to
be spent in nonrailroad employment to qualify for old-age and survivors insurance.

In death cases, the provisions would have a different result. In all death cases
the wages would be combined, and only one benefit would be payable. Where
the worker had less than 10 years of railroad service, the benefit would be paid
by old-age and survivors insurance. If he had 10 years or more of railroad
service, the benefit might be paid by either old-age and survivors insurance or the
railroad program, depending on the extent of the worker's recent employment
in the railroad industry (that is, on whether he had a “current connection’ with
that industry, as defined in the Railroad Retirement Act).

It is very difficult to justify the inconsistency of these provisions on any basis
other than a historical one, and it would be aimost impossible to secure a clear
understanding among the noneareer railroad workers and their families as to what
péoglc'iarél they should look to for benefits, or what protection they are actually
afforded.

As indicated, the provisions for coordination can also lead to anomalous and
inequitable results. It has already been mentioned that in retirement cases where
the worker has more than 10 years of railroad service, he may qualify for benefits
under both programs and hence receive a windfall, in contrast with the worker
who has less than 10 years of railroad service. To illustrate this point, take an
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individual now age 45 who has just entered railroad employment and who will
earn $300 per month hereafter. In one case, we will assume that the individual
works for 9 years for a railroad, then for 11 years under social security, and then
retires. In the second case, assume that the individual works for 10 years for a
railroad, then under social security for 10 years, and then retires. The resulting
monthly retirement annuities are shown in the table below:

9 years railroad, 11 {10 years railroad, 10
Program years social security|years social security

PRESENT LAW

Railroad Retirement Act. .. ..o e cmacmeeaae $43. 20 $48. 00
Old-age survivors iNSUrance . ... oo ciicaooooo 59.80 57.50
Tobal e ccccaeeees A 103. 00 105. 50

H. B. 3669
Railroad Retirement Aet_ ..} $55. 00
Old-age SUTVIVOTS INSUPBNEE . oo oo miiamcaaas $80.00 57.50
B0 1 AU 80. 00 112. 500

Under present law, by working an additional year in railroad employment the
worker will increase his total of monthly benefits by $2.50. However, under
H. R. 3669 the additional year of railroad service increases the total by $32.50—a
40-percent increase. Considering present values (on the basis of the 1944 Railway
Annuitants’ Mortality Table at 3 percent), the value at age 65 for the extra
benefits for one more year of railroad service is $295 under the present laws and
$3,860 under H. R. 3669. In contrast, the extra employee contribution under the
railroad retirement system which would have been paid for this one additional
year of railroad service is $234, while the old-age and survivors insurance employee
contribution would be $90 less, or a net additional contribution of $144.

Moreover, under H. R. 3669, workers with less than 10 years of employment in
the railroad industry would be treated inequitably. Such workers would receive
exactly the same retirement benefits that they would have received if their
railroad employment had been under the old-age and survivors insurance program;
yet they will have paid the much higher tax rates of the railroad program. (As
you know, the present employee tax rates under the railroad and old-age and
survivors insurance programs are 6 and 1% percent, respectively; the uitimate
rates are scheduled to be 6% and 34 percent. oreover, under the bill compensa~
tion of up to $4,800 per year would be taxed under the railroad program, but only
$3,60(; per year could be credited under old-age and survivors insurance in these
cases.

The survivors of railroad workers, it is true, are guaranteed a residual payment
under the bill which is roughly equal to any excess of the total of the employee
contributions to the railroad program over the total of benefits payable. This
minimum guaranty, however, will in virtually all instances be less than the sur-
vivor benefits payable since such benefits are determined on both old-age and
survivors insurance and railroad wages, while the residual payment is based only
on the latter. Accordingly, the residual payment will not often be paid. For
example, in the case cited above, the man with 9 years of railroad service and 11
years of social security coverage often will receive exactly the same benefit as if
he had been under social security for the entire 20 years, although he would have
paid $1,422 more in contributions than if he had been covered under old-age and
survivors insurance the entire time. The only additional benefit feature would be
a guaranty of $2,268 as a minimum payment at death. Since the total amount
of any survivor benefits paid under the old-age and survivors insurance program
would be subtracted from the guaranteed minimum, the guaranty would be
without value if he left Survivors eligible for monthly benefits for any reason-
able length of time. Moreover, part of the retirement benefits he would receive
would count against this minimum guaranty.

We believe that such cases may have an undesirable effect upon public under=
standing of, and public attitude toward, the old-age and survivors insurance pro-
gram. Workers with railroad employment who have been told that their wage

H. Rept. 976, 82-1—5
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credits have been transferred to old-age and survivors insurance may assume that
their railroad contributions have also been transferred. As a result, they may
feel that old-age and survivors insurance should pay them more than workers
who have contributed at the old-age and survivors insurance tax rate, or should
at least refund to them the excess of the railroad contributions over the old-age
and survivors insurance contributions.

As indicated earlier, these short-term employees constitute a very large pro-
portion of all railroad workers. According to the most recent valuation of the
railroad-retirement system, the average age at entry for new entrants is 29,
According to the service table used in this valuation of those entering at age
group 26 to 30 only 17.7 percent remain for 10 years, with the remaining 82.3
percent withdrawing, dying, or becoming disabled before that time. The vast
majority of those not meeting the 10-year service requirement are withdrawals,
sire> deaths and disabilities at these ages are relatively few in number.

Thus the great majority of new entrants into railroad service would, under the
bill, never receive any benefits under the railroad program, despite paying its
higher contribution rates. '

Financing provisions

We do not believe that the basis provided in the bill for the financial arrange-
ments with the old-age and survivors insurance system is a sound. one. In the
first place, we question the premise upon which the principle underlying the
financial arrangements is based—that the cost of old-age and survivors insurance
is lower than it would be if railroad workers were covered. Even though railroad
‘workers as -a group are older than the workers now covered under old-age and
survivors insurance, there are offsetting factors which appear not to have been
given sufficient weight. First, if railroad employment were covered under old-
age and survivors Insurance, the retirement test in the latter program would
apply to railroad as well as nonrailroad employment, and therefore more old-age
and survivors insurance benefits would be suspended because the individual had
not realiy ‘“retired.”

The second factor is somewhat more complex. In the long run, because of
the great amount of shifting between railroad and nonrailroad employment,
most individuals who have worked in railroad employment will also have spent
considerable time in nonrailroad employment, so that the great majority of them
will qualify for old-age and survivors insurance benefits on the basis of non-
railroad employment alone. Because of the weighting in the old-age and sur-
vivors insurance benefit formula, the additional benefit which old-age and sur-
.vivors insurance would pay as a result of adding railroad employment in these
cases would be relatively small. As a consequence, noncoverage of raiiroad
workers results in considerably higher costs to the old-age and survivors insurance
system than would be true if no account were taken of this back-and-forth move-
‘ment. Itisestimated by the Chief Actuary for the Social Security Administration
ttat the noncoverage of long-term railroad workers and the coverage of short-
term railroad workers under old-age and survivors insurance results in an increase
in, cost to the old-age and survivors insurance program of about 0.7 percent of
railroad payroll, rather than a decrease of about 0.25 percent as estimated by the
Railroad Retirement Board. On the basis of this estimate, the total net cost
of the bill would be somewbat higher because of this factor than estimated in the
report on the bill by the Railroad Retirement Board. Enclosed is 8 memorandum
by Robert J. Myers, Chief Actuary for the Social Security Administration which
gives the basis for this estimate.

Even if it were true that noncoverage of railroad workers results in a “saving”
to the old-age and survivors insurance program—a “saving,” that is, in the
sense that the total cost of benefits to such workers if covered under the old-age
and survivors insurance program would exceed the contributions that would be
collected on their wages from railroad employment under the Federal Insurance
Contributions Act—the Federal Security Agency does not agree with the principle
that any such ‘“saving” should be used to increase benefit amounts under a
separate program, The proposition that the old-age and survivors insurance
system should pay the amount of any such ‘‘savings” realized from noncoverage
of an industrial group, to a separate retirement system establisked for the group,
is wholly inconsistent with the basic principles underlying the old-age and sur-
vivors insurance system. The objective of a social-insurance system such as the
old-age and survivors insurance system is to spread the costs of the insured risk
or risks as widely as possible over all the various industrial and other groups
covered—mingling the good risks with the bad. To impose on all groups thus
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insured any liability for the costs of a separate insurance system is completely
foreign to this objective. If this principle were adopted for the railroad industry,
any other industry with a comparable age distribution might argue that it, too,
should have a separate system financed in part out of the old-age and survivors
insurance trust fund. Similarly, an industry with a younger-than-average age
distribution could well argue that it should be covered under a separate plan
because its workers could get bigger benefits for the same contributions. Even-
tually the general social insurance program would be completely disrupted and
give way to a great many separate industry plans.

Such a situation would be disastrous. In order to protect the rights of workers
who shift between industries, each with a separate social-insurance program, it
would be necessary to have complicated provisions for transfers between programs,
or alternatively, complete vesting in each program. Also, it would not be possible
to avoid excessive duplication of benefits in all cases. The resulting complexity
and administrative waste and confusion would make it impossible to provide
social-insurance protection for the great mass of the workers of the Nation on
an orderly and economical basis.

Aside from the basic question concerning the premise underlying the proposed
financial arrangements with the old-age and survivors insurance system, we
regard the lack of provision for effecting transfers from one program to the other
as completely unsatisfactory. Under the provisions of the bill, the old-age and
survivors insurance program would begin immediately to make payments based on
railroad wages for which no old-age and survivors insurance contributions had
ever been received. However, no cost adjustment at all would be possible for
the first 5 years, and at the end of that time the only provision in the bill is that
the two agencies would jointly recommend appropriate legislation to the Congress.
Under these circumstances, it might appear extremely doubtful to the contributors
to the old-age and survivors insurance program that a satisfactory cost adjustment
would eventually be achieved, and there might be a general feeling that the

rogram was being jeopardized for the sake of relieving the railroad program of
the burden of paying benefits to its short-term contributors.

Any estimate of the amount,of funds which would have to be transferred to
put the Federal old-age end survivors insurance trust fund in the same position
it would have been in if reilrced employment had zlways been covered would
have to be on an approximete basis. As & result it would be extremely difficult,
if not impossible, to arrive 2t any single figure which would be acceptable to the
two agencies concerned. Moreover, while 1t is difficult to estimate the long-term
over-gll effect of the coordination, it dces seem clear that there should be a large
initial transfer frem the railroad retirement account to the old-age and sur-
vivors insurance trust fund, end that further transfers in that direction would
generally occur each year in the future. In this event, it would appear.to the
uninformed observer that old-age and survivors insurance was actually profiting
from the financial arrangements and that railroad retirement funds were being
used to pay benefits to nonrailroad workers. A general misunderstanding of this
sort would undoubtedly make it very difficult to effect the necessary transfers of
funds. Finally, if, as we believe, noncoverage of railroad workers results in a
“loss’’ to old-age and survivors insurence, rether then a ‘“‘saving,” transfers to
the old-age and survivors insurance system would, of course, be necessary but
could not be mede immediately or for the next 5 years, at leest under the pro-
visions of the bill. Yet in the meantime the old-2ge and survivors insurance
program, under the terms of the bill, would have been paying benefits based on
railroad service.

Administrative consideration

It would appear that the coordination provisions of the bill would be cumber-
some &nd expensive from an administrative standpoint 2s a result of the increases
in record keeping, transfers of records, end intersgency clesrences which would be
involved. To cite a few examples, cld-age and survivors insurance would have
to obtain 2 wage record from the reilroad progrem for everyone retiring with
less than 10 years of reilroad service. In the over-10-yesr retirement cases, the
railroad program would have to contact old-age and survivors insurance in every
case involving credit for service prior to 1937 to determine whether the reilroad
benefit should be adjusted. For nurpnses of the railroad residual payment, old-
age and survivors insurance would heve to keep records, in each case involving
reilroéd service, of the aggregate benefits it paid based on such service. Con-
siderable additional record keeping also would be necessary to arrive at reason-
able estimates for cost-adjustment purposes.
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ANALYSIS OF H. R. 3755

As indicated, H. R. 3755 simply increases the benefits payable under the
railroad program. It retains the present coordination of the survivor benefits
of the two programs, but does nothing to improve that coordination and does not

rovide for coordination of the retirement benefits of the two programs. The

ederal Security Agency believes that, as & minimum, steps should be taken to
remedy the inequities which now exist in the survivorship coordination as a
result of the 1950 amendments to the Social Security Act. Specifically, the
survivor benefits should be increased so that they are as large as those under
old-age and survivors insurance in every case. Otherwise, we have no comment
to offer on H. R. 3755. :

Recommendations of the Federal Security Agency

In view of the above considerations the Federal Security Agency cannot
recommend the adoption of H. R. 3669 or H. R. 3755. As indicated, though,
we are convinced that a satisfactory method of coordination can be developed.
This should not be excessively time consuming. However, we recognize that
there is a problem which must be solved immediately. This problem, of course,
is that of the railroad workers who are already retired and about to retire, as well
as the survivors of those workers who have died, or will die within the near future.
These people are faced now with rising living costs and inadequate benefits.
There is no need to postpone alleviating this problem until a coordination plan
has been developed.

It would be possible, of course, simply to provide g flat increase or a percentage
increase in the benefits payable to these beneficiaries. Alternatively, the com-
mittee might wish to cbnsider a solution to the problem similar to that which was
adopted for old-age and survivors insurance beneficiaries who were on the rolls
at the time of the 1950 amendments to the Social Security Act.

Time has not permitted us to obtain advice from the Bureau of the Budget as
to the relationship of these bills to the program of the President.

Sincerely yours,
Joun L. THuURrsTON,
Acting Administrator.

Max 9, 1951,

Memorandum from: Robert J. Myers, Chief Actuary, Social Security Adminis-
tration.

Subject: The magnitude of the so-called social-security cost differential under
S. 1347. . ‘

S.1347 represents an- extensive revision of the railroad retirement system,
with the major purposes being to raise benefits and generally readjust the pro-
visions, especially those in regard to survivor benefits, to be in conformity with
the 1950 amendments to the Social Security Act. In so doing there is one con-
siderable shift in philosophy, such that on the whole the intent is to eliminate
from any benefit coverage all railroad employees who have less than 10 years of
service by making them covered under the OASI program for both retirement and
survivor benefits. By doing this apparently it 1s thought that the long-service
employees will be able to receive larger annuities than at present without increas~
ing the over-all cost of the system (no change in tax rates is provided in the bill).
It is quite possible that this may be the case since the employer contributions for
the short-term employees will go for the benefit of the long-term employees (as
is to a considerable extent the situation under most private pension plans as well
as under various plans for governmental employees, such as civil-service retire-
ment), while part of the short-term employee taxes will likewise be used (unlike
the practice in any other system).

Of major interest to the Social Security Administration are the provisions for '
crediting railroad earnings as OASI wages for the short-term employees and for
financing not only the benefits based on these wage credits, but also financing
the hypothetical social-security costs for annuitants whom the RRB pays. The

hilosophy as to financing the social-security coordinating and offset provisions
1s that the OASI trust fund should be put in the same position as it would be if
railroad employment had always been covered under QOASI (and accordingly
contributions received by OASI for such employment and, correspondingly,
benefits paid). Although the bill provides only for a study along these lines, the
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following discussion will be based on the assumption that such reimbursement and
interchange provisions are actually in effect.

These social-security coordinating and interchange provisions have apparently
been instituted because it is believed that railroad employees have a higher-than-
average cost for OASI benefits and, accordingly, since they are not in OASI
coverage, the OASI cost is reduced. Then, as the theory goes, this “savings’’
in cost to the OASI system should be given to the railroad system. This mem-
orandum will examine only the actuarial financing aspects of this viewpoint with-
out considering the important policy questions of any such procedure as this for
any particular group or as it might be applicable to various industrial groups
having a different cost composition than the average.

First, consider the general cost results of extending OASI coverage. For any
new employment category brought in, the over-all cost relative to payroll will in
virtually all instances be reduced. This arises primarily from two elements,
namely, the ‘“‘work clause’’ and the “weighted’’ benefit formula. These elements
generally will more than offset any possibly unfavorable cost characteristics of the
particular group (such as an older age distribution). The effect of the work clause
may be seen quite simply; the more employment that is ecovered, the fewer in-
stances there will be where individuals can receive OASI benefits and still be at
work. As to the effect of the weighted benefit formula, the more of a person’s
lifetinie earnings that are covered, the higher will be the average monthly wage on
which OASI benefits are based (since this average is obtained by dividing total
taxable wages by a fixed period of time). Therefore, the lower will be the relative
cost measured as a percentage of payroll because the additional earnings brought
in will generally produce benefits in the smaller final portion of the formula rather
than in the heavily weighted first portion. The OASlpbeneﬁt formula is 50 percent
of the first $100 of average monthly wage and 15 percent of the next $200 of av-
erage wage.

The RRB apparently argues that their cost composition is such that any savings
to OASI duz to extension of coverage will be more than offset. While it is true
that for this group there are certain elements making for higher costs, on the other
hand, other factors are present which act in the opposite direction. ‘‘Higher cost”’
factors include an older age distribution and perhaps a lower average retirement
age (because of the availability of larger benefits). On the other hand, “lower
cost” factors include a higher wage level and a higher proportion of men (since
women have superior mortality, lower average retirement age, and less regular
employment, all of which increase costs and more than offset their lower cost due
to having relatively less in supplementary and survivor benefits). On the whole,
it is hard to strike a quantitative balance, but it would appear that if the railroad
group is a higher cost group, the differential is not very great and would at least
be offset by the general savings in cost due to extension of coverage.

Next, consider the level-cost figures prepared by the RRB and included in their
report to the Senate Committee on Labor and Public Welfare (shown in the first
column of the attached table). Their calculations show that after taking into
account social-security taxes and benefits on railroad payrolls, OASI would pay
the RRB the equivalent of 0.25 percent of railroad payroll on a level-premium
basis in addition to paying the cost of all benefits arizing from railroad wages of
employees with less than 10 years of railroad service. On its very surface, this
seems to be unreasonable because the railroad group could not have so high a cost
as this in relation to the general OASI coverage. The higher age distribution is
only one of many factors and, in my opinion, is very substantially offset by other
elements.

In order to investigate this matter, I have had several conferences with the
chief actuary of the RRB and have seen a few of their summary work sheets.
There has not been time to go into a complete investigation of their methodology
and assumptions, but on the basis of such analyses as I could make in this short
time, I am convinced that their assumptions as to the social-security reimburse-
ment feature are overstatements favoring the RRB.

There are two major factors which I do not believe have been sufficiently
taken into account; first, the provision in the Social Security Act (and also gen-
erally present in 8. 1347) which in effect prevents individuals from qualifying
for more than one type of benefit; and, second, the social-security benefits that
will be qualified for on the basis of OASI weges alone by individuals having 10
or more years of service under the railroad system.

As to the first factor, there are many cases where wife’s and widow’s benefits
will not be payable, either in part or in full, because the woman has obtained a
benefit in her own right by her own employment. Thus, particularly for the
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long-run future a very substantial proportion of married men will not have wife's
benefits on the basis of their OASI and railroad wages, nor will widow’s benefits
be paid thereon. Specifically, the reduction factors (applied to total cost of
benefits for the category under consideration)  used in the RRB estimates to
allow for this element were less than 10 percent; such factors are quite adequate
for the present time, but in the future a greater and greater proportion of women
will qualify for benefits in their own right. On the basis of OASI experience to
date and our future cost estimates, I estimate that these factors would eventually
be as much as 35 to 45 percent. Therefore, even for the railroads, with greater
weight being placed on current and near-future experience, it would appear that
reduction factors of less than 10 percent are not sufficient for this purpose. Ac-
cordingly, in my revision of the cost estimate a factor of 20 percent for wife’s
benefits is used and 25 percent for widow’s benefits, both of which factors could
reasonably have been higher.

As to the second factor, the transfer from the RRB will be larger since many
with 10 or more years of railroad service qualify for OASI retirement benefits
solely on the basis of OASI covered employment. Such employment may be
obtained before entering railroad service, concurrently or alternating with rail-
road service, or after withdrawal from railroad service. With the greatly broad-
ened coverage of OASI and the liberalized eligibility requirements, this will be
a very imp-rtant element.

The RRB estimate as to the extent of long-term employees qualifying for
OASI retirement benefits solely on OASI wages was on the general basis of assum-
ing that only absut 50 percent of those in this group who had a sufficient length
of time before entrv into railroad service and after termination thereof would
obtain sufficient OASI wages to qualify for retirement benefits based solely
thereon. It should be noted that there is a great incentive for these long-term
employees so to qualify since thev can receive both the railroad retirement
benefit and the heavily weighted OASI benefit without any offset so long as they
have no prior service under railroad retirement.

It may be ohserved that accorcing to the KRB actuarial valuation data, about
30 percent, of all new entrants are over ago 30 2t entry and accordingly would
have had ample time to become insured under OASI before their railroad service.
Many who enter at earlier ages, and many of the present employees, would have
some OASI coverage prior to entry (or for present employees, prior to now) and
would supplement this by such coverage after withdrawal from railroad service
and even during such railroad service, not only through concurrent employment
but also through alternating employment. In regard to the latter, long-term
railroad employees are not sssumed by the RRB estimates to be continuously
employed but rather move in and out of railroad employment to some extent,
and during these gaps it seems quite likely that there is in most instances OASI-
covered employment.

In my estimate, a factor of 90 percent is used, as compared with the RRB
factor of 50 percent, since for men OASI coverage is so universal and eligibility
requirements are relatively easy to meet. Moreover, the RRB estimate did not
take any account of those individuals who have some periods when they are not
in reilroad service but such periods are not sufficient in themselves to produce
OASI eligibility. Such individuals may by concurrent or alternating employ-
ment obtain sufficient additional OASI coverage to qualify under OASI (and it
would be greatly advantageous so to do). I have added an additional 0.25
percent of railroad payroll to allow for this element. Actually, I believe that
this latter adjustment could quite well be as high as 0.75 percent of payroll, but
T have deemed it advisable to take & very conservative figure so as not to over-
state the case in regard to this point.

The last column of the attached table gives my revised estimate of the cost
figures relating to the socialsecurity reimbursement, with modifications made
to take into account the two factors mentioned previously. Except for the
adjustments described above, I have taken the RRB figures as they stand. I
believe that my figures are conservative in that they show a relatively low value
for the reimbursement to OASI. In other words, I believe that a more thorough
examination would result in showing a greater transfer from RRB to social security
than I have indicated in the table.

According to my figures, the net result of the social-security coordination and
reimbursement features would be that OASI would pay benefits on short-service
railroad compensation, and that as to the net cost adjustment, RRB would each
year on the average pay to OASI an amount equivalent to about 0.7 percent of
the railroad payroll. It will be observed that as compared with the RRB esti-
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mate this is a change in the differential amounting to about 1 percent of the railroad
pavroll.

N his would mean that the railroad.system would have to find this amount of
money from some other source in order to be in the same relative financial position
as indicated in the RRB cost estimates. (It would appear that part of this
difference would come from a lowered cost estimate for the regular railroad bene-
fits if the more proper assumptions as to duplication of benefits discussed above
were used; in other words, it would appear that the general cost estimates for
the railroad benefits prior to considering any adjustments with OASI aré some-
what overstated by not making sufficient allowance for this element). Never-
theless, the net effect of these adjustments would be that the cost of the railroad
system would be higher than the 14.13 percent of payroll shown in their estimate
based on the other assumptions used in their calculations. In any event, under
my estimate, even though the transfer is from the railroad system to OASI the
former is bemg treated equitably in resard to the obllgatlons which OASI is
assuming and those which the railroad system is assuming.

If the transfers are considered on a year-by-year basis rather than on a level-
premium basis, according to mv estimate there should be an immediate transfer
from the railroad system to OASI of about $700 million. Each year thereafter
there would probably be a small transfer from the railroad system to OASI
amounting to roughly 0.3 percent of railroad payroll on the averaze. In this
connection the RRB estimate of a net transfer of $32 million from OASI to RRB
for the full year 1951 was examined. This was arrived at oy taking the difference
between an estimated $200 million of benefits due from OASI and $168 million
of OASI taxes ou total railroad payroll. Preliminary examination leads me to
believe that the former figure is too high for many reasons (such as insufficient
allowance for reductions due to the work clause and such as the presence of
OASI benefits based on OASI wages) and should be in the neighborhood of $150
million. Accordmglv the differential in the first year of operation would probably
be a small one in favor of OASI,

In closing let me summarize by saying that it is my firm opinion, based on the
preliminary examination that I have been able to give the RRB cost estimates,
that the so-called social-security differential will be far more in the direction of
OASI than the RRB estimates have indicated. In fact, it secms clear that not
only would there be required the trausfer of $700 million as a lump-sum represent~
ing the trust fund not built up by OASI, but in addition there would on the aver-
age at least be small amounts of transfers each vear from the railroad system to
OASI. Of course, as an offsetting feature, OASI assumes the cost of the benefits
based on the rallroad wages of the short- term railroad employees Moreover, I
believe that the cost estilnate which I have presented in this memorandum is
probably conservative, and the social-security transfer shown as flowing from
RRB to OASI, rather than in the other direction (as indicated in the RRB esti-
mates), may Well be larger than I indicated.

Level-cost calculations for social-security reimbursement feature, based on $5.2 billion
payroll ($400 monthly limait)

Railroad
Retirement Myers’ esti-
Ttem Board esti- mate
mates
B. Benefits according to social-securitg formulas based on compensation Percent Percent
and wages for cases adjudicated by Railroad Retirement Board._._. 7
1. Employee retirement benefits. . ... ... __ ———— 3.86 o 3.
2. Wife’s benefits .62 gg
3. Survivor benefits 2.09 1.81
C. Social-security benefits based on wages alone for cases also adjudi-
cated by Railroad Retirement Board ... .ooo_..o._._._.__._.___ .67 1.27
1. Employee retirement benefits__.__._.._...__..__._..____ R .57 1.10
2, Wite’s benefits_ . . m—— .10 .17
D. Excess of social-security taxes on railroad payrolls during 1937-50 over
additional social-secarity benefits which would have been payable
if railroad earnings were credited . .._._..___._________._ A .40 .40
E Social-security taxes on-railroad payrolls after 1950. . 5.25 5.25
Reimbursements from old-age survivors insurance (B 5.90 4.96
II Amounts due old-age survivors insurance (D+E)__...___ 5.65 5.65
IIT. Net reimbursement from old-age survivors insurance to Railroad”
Retirement Board (I—-II). . . . . +.25 —~. 69
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ArpENDIX 3 TO MAJORITY REPORT

BureaU or THE BUDGET,
Washington, D. C., May 22, 1951.
Hon. RoBERT CROSSER,
Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D. C.

My DeAr Mr. Crosser: In response to an oral request from your committee
the Bureau of the Budget hereby submits a report on H. R. 8669, a bill to amend
the Railroad Retirement Act and the Railroad Retirement Tax Act, and for
other purposes. ]

This bill would liberalize employee retirement benefits by roughly 15 percent,
would add spouse’s benefits patterned after the old-age and survivors insurance
system, and would raise considerably the level of survivor benefits. It would
raise the taxable wage base from $300 to $400 a month. It would not raise
railroad retirement tax rates. Instead the bill proposes to meet in part the cost
of these benefit increases by shifting to the OASI system the full responsibility for
paying benefits to short-term workers (those with less than 10 years of railroad
service). The bill would not require any transfers of money between thetrust
funds but would merely call for a joint Federal Security Agency-Railroad Retire-
ment Board report by 1956 recommending such legislative changes as would be
necessary to place the Federal OASI trust fund in the same position in which it
would have been if railroad employment had been covered under OASI since 1936.

At the outset, it should be made clear that the principle of making the OASI
system the basic form of protection for all employed people, would carry out the
President’s recommendation made in his 1952 budget message, to the effect that:

““Our aim should be to establish for all employed people a minimum protection
that each person takes with him wherever he works. Pension and insurance
plans for special groups should supplement social-security benefits as industry
pensions already do for several million workers.”

This principle was also the recommendation of the Advisory Council on Social
Security of the Senate Committee on Finance which reported as follows on
April 20, 1948:

“Railroad employees.—The Congress should direct the Social Security Admin-
istration and the Railroad Retirement Board to undertake a study to determine
the most practicable and equitable method of making the railroad retirement
system supplementary to the basic old-age and survivors insurance program.
Benefits and contributions of the railroad retirement system should be adjusted
to supplement the basic protection afforded by old-age and survivors insurance,
s0 that the combined protection of the two programs would at least equal that
under the Railroad Retirement Act.”

H. R. 3669, although it appears to move in the direction of interrelation, has a
number of serious defects.

1. The workers with less than 10 years’ service in the railroad industry—and
these make up a very large percentage of the total—would get virtually all of
their benefits from the OASI system and nothing from the railroad retirement
system; yet under the bill they would pay for the same OASI benefits four times
as much taxes as nonrailroad workers pay currently. In a sense, the short-term
employees would be forced to subsidize the longer-term employees, a situation
that might result in considerable discontent.

2. Any breaking point between programs, such as the 10-year limit, produces
glaring inequities. For example, under the bill, the total retirement benefits at
age 65 for a man with earnings of $300 a month and with 9 years of railroad
service and 11 years under social security, would be reduced from $103 a month
to $80. The total benefit for a man with 10 years of service under each system
would rise from $105.50 to $112.50 a month.

3. The principle set forth to govern the joint report on financial adjustment,
if implemented by law, would establish a very questionable precedent, i. e., the
favorable tax rate and slower accumulation of reserves under OASI would be
made available to another, separate program with limited coverage. In effect,
it puts the OASI system in the position of paying benefits to another system for
the use and advantage of that system, rather than directly to the individual
workers. Such a precedent might be used to obtain for other special programs
with limited coverage the advantage of favorable OASI financing without actual
participation in that system. The strength of a comprehensive social-security
program depends on wide coverage with its pooling of high-cost and low-cost
risks; the proposed arrangement would weaken the system.
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4. Because of the extreme complexity of the proposed interrelations between
the two systems, those persons who are covered under both would be thoroughly
confused as to their rights, benefits, and equities. This complexity would also
give rise to delays in adjudicating claims and to heavy administrative expenses
to both systems.

5. According to the estimates submitted to the Senate Committee on Labor
and Public Welfare by the Railroad Retirement Board, the cost of the benefits of
the railroad retirement system would exceed the combmed employer-employee
tax rate by 1.6 percent of payroll, which, on a level-premium basis, is approxi-
mately $80 million a year. The estimates of the Board show that in the absence
of additional financing the trust fund would be exhausted within the next 50 years.
Moreover, according to the testimony which the Federal Security Agency has
presented to the Senate committee, the division of cost between the railroad
retirement program and the old-age and survivors insurance program would call
for transfers in the opposite direction from that indicated by the Railroad Retire-
ment Board, and in this event the inadequacy of the railroad tax rate would be
even more than indicated above. Because of the great importance of this to the
financial soundness of both systems, this question should not be left unresolved.

6. An increase of $1.5 billion in the unfunded lidbility of the railroad retirement
fund would result under H. R. 3669, largely from credits to be given to older
workers for their service prior to the establishment of the system. This presents
a serious question of financial policy for a system with limited coverage.

7. The Federal Government has appropriated $330 million for military service
credits of railroad workers. Most of this amount is attributable to the military
service of individuals whose benefits would, under the bill, become a responsibility
of the old-age and survivors insurance system. The bill fails to require the rail-
roadlretirement fund to make a refund to the Treasury to reflect this transfer of
liability.

8. The absence of authority for financial adjustments means that the OASI trust
fund would actually pay benefits to short-term workers until 1956, with no legis-
lative assurance of a subsequent settlement from the Railroad Retirement Board.
This lack of assurance may well cause considerable apprehension on the part of
the workers and their families who are relying on old-age and survivors insurance
for their basic economic security.

Any need to provide higher and more varied benefits for railroad workers
toward which the bill is pointed should and can be met in a simpler and more
equitable way, consistent with broad national interests and long-range objectives.
Better dollar-for-dollar value can be given by providing coverage for all railroad
workers under the old-age and survivors insurance system, with the railroad
retirement program retained to supplement the old-age and survivors insurance
benefits. This would carry out the recommendations of both the President and
the Senate Advisory Council on Social Security.

The railroad workers would get more benefits for less money if OASI benefits
were made available to all railroad workers, with the Railroad Retirement Board
paying the difference between OASI benefits and the present railroad retirement
benefits. That is, the workers would get the more advantageous OASI survivors
protection and, at the same time, the present 12 percent railroad retirement tax
rate could be lowered to a combined OASI-railroad retirement rate which has been
estimated roughly at 8.5 percent. As the OASI rate rises over the years, the
combined rate would, of course, rise also, but it would not reach its peak of about
12 percent until ]970 whereas the railroad retirement rate is 12 percent now and
will rise to 12.5 percent next January. Alternatively, railroad retirement benefits
might be increased with less of a tax decrease.

We shall be glad to arrange for elaboration of the points made in this letter
should your committee so desire.

Sincerely yours,
EiLmMER B. Sraars, Assistant Director.

H. Rept. 976, 82-1——=6



MINORITY VIEWS OF CHAIRMAN CROSSER AND MESSRS.
BECKWORTH, KLEIN, GRANAHAN, McGUIRE, MACK
OF ILLINOIS, HELLER, MOULDER, AND STAGGERS

The purpose of legislation amendatory of the Railroad Retirement
Law should be in general to increase the benefits payable to all those
who are or will become eligible for the receipt of benefits from the
Railroad Retirement System. The achievement of the purpose just
mentioned is not only desirable but very necessary because of the
serious reduction in the purchasing power of money which has oc-
curred since the enactment of the Railroad Retirement Law.

True magnanimity of spirit actuated the railroad workers of the
United States during the initiation and development of the retirement
law, in providing liberal retirement pay for all beneficiaries subject
to that law. Those who participated in the preparation of H. R.
3669, as originally introduced by Mr. Crosser, emulated the mag-
nanimity of those who established the Railroad Retirement System.

In order to again make satisfactory provision for all beneficiaries
under the law in the present emergency, there has been devoted to the
preparation of H. R. 3669, as introduced by Mr. Crosser, many
months of study by experts and many, many months of earnest effort
by those deeply concerned with the problem of increasing benefits for
railroad workers. Nevertheless and notwithstanding the careful
study and painstaking effort to prepare the well-balanced bill which
was Introduced by Mr. Crosser and numbered H. R. 3669, and after
only a few minutes’ discussion of the Hall substitute in committee,
the original language of the Crosser bill, H. R. 3669, was stricken out
and the language proposed by Leonard W. Hall was substituted for
the original language of H. R. 3669.

There has been a general desire to increase benefits and at the same
time to avoid increasing assessments. Those who cooperated pa-
tiently and diligently in drafting the language of H. R. 3669, as intro-
duced by Mr. Crosser, now shown in the bill as stricken matter, suc-
ceeded In providing reasonable increases for all and especially for
those in greatest need of increases. At the same time the original
bill, H. R. 3669, by Mr. Crosser, providing fully for the payment of
increased benefits, did so without making necessary any increase in
the rate of assessments.

PROPOSED ALLEGED SUBSTITUTE WHOLLY INSUFFICIENT

The Hall substitute, which appears after the stricken language of
the original H. R. 3669, fails entirely to provide for the reasonable
increases in benefits which could and should have been provided.
The Hall substitute provides for an increase of 15 percent in both
annuities and pensions, and an increase, generally, of 33% percent in
survivor benefits, without providing any benefits for spouses and with-
out any guaranty that benefits under the Railroad Retirement Act
would be at least as much as a railroad employee and his family would
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have received if his railroad service had been covered under the Social
Security Act. Instead of greater benefits, many retired employees
and their survivors, even with the increase provided by the Hall
substitute, would receive far less in benefits than they would have
received if their service were covered under the Social Security Act.
That result is indefensible and inexcusable in view of the fact that for
the purpose of calculating survivor benefits under the existing law
and under both the original H. R. 3669 and the Hall substitute,
railroad employment and social-security employment are combined.
Such benefits are paid under the Railroad Retirement Act or the
Social Security Act depending upon whether or not at the time of his
death the individual was connected with the railroad industry. This
means that under the Hall substitute, Social Security would pay a
‘higher benefit for the same employment to the survivors of those who
severed their connection with the railroad industry before death than
would be payable if they had continued in the railroad industry.
Bearing in mind that railroad workers pay more in assessments under
the Railroad Retirement Act than if such workers were covered under
the Social Security Act, the Hall substitute works a great injustice
upon railroad workers. Moreover, in view of the trifling increase in
original benefits and the complete failure to provide for spouses’
annuities and the entire failure to provide for the minimum guaranty,
as above explained, the provisions of the Hall substitute are altogether
insufficient 1n this period of terribly high prices to relieve the distress
of beneficiaries under the Railroad Retirement Act.

The increase in retirement bepefits by 15 percent, provided in the
Hall substitute, is substantially the same as is provided in H. R. 3669
as introduced by Mr. Crosser. But the Crosser bill regarded this
increase in itself as inexcusably inadequate, and it, therefore, provided
additional help by means of a spouses’ annuity and also by increasing
from $300 to $400 per month the maximum of compensation to be
credited in the computation of annuities. There is no foundation
for the assumption in the Hall substitute that the 15-percent increase
is enough to provide relief during the period of excessively high prices.

With respect to survivor benefits, the proposed Hall substitute
increase of 33} percent may superficially sound plausible. However,
the very opposite is true. The maximum widow’s annuity now pay-
able is about $41 and the maximum child’s or parent’s benefit is about
$27. The Hall substitute would increase these amounts to $54 and
$36, respectively. The average widow’s annuity is now about $30,
which the substitute would increase to about $40, and the average
child’s or parent’s annuity is about $17, which the substitute would
increase to about $23. ould anyone eke out an existence on such
an income at present prices? Unless survivor benefits will provide
subsistence for the family when death takes the breadwinner, they
should not be called survivor benefits.

COST OF SUBSTITUTE BILL

Although the Hall substitute language provides for much smaller
increases in over-all benefits than the increases provided for under the
original language of H. R. 3669, as introduced by Mr. Crosser, and
fails to provide for spouses’ annuities and for the over-all minimum
guaranty, as above described, the substitute measure is more costly
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than H. R. 3669 as introduced by Mr. Crosser. The reason for this
lies in the fact that the substitute bill does not provide for any addi-
tional source of income over and above what is already being receiveaq,
whereas the original bill provides additional income for the Railroad
Retirement Fund. The Railroad Retirement Board has estimaied
that the cost of the Railroad Retirement Law, as it would be amended
by the substitute language, would amount to 14.71 percent of the
railroad payroll. The Hall substitute would leave a difference be-
tween the assessment rate of 12.5 percent of payroll (which will become
effective beginning January 1, 1952) and the actuarial estimate of
cost of 14.71 percent of payroll that is 41 percent greater than the
corresponding difference in the case of the original H. R. 3669 as
introduced by Mr. Crosser, the cost of which is only 13.90! percent
of payroll.

PROVISIONS OF H. R. 3669, AS INTRODUCED BY MR. CROSSER

In sharp contrast to the Hall substitute, H. R. 3669, as introduced
by Mr. Crosser, provides for a well-balanced, well-integrated program
for increasing retirement and survivor benefits. The original bill was
prepared by the Railway Labor Executives’ Association after more
than a year of elaborate and painstaking study of the whole Railroad
Retirement System. In this undertaking, the Association had the
assistance of members of the staff of the Railroad Retirement Board
and 1t also consulted with interested Members of Congress. H. R.
3669, as introduced by Mr. Crosser, has the support of organizations
affiliated with the RLEA, representing more than 75 percent of the
railroad employees. These organizations are:

Switchmen’s Union of North America ‘

The Order of Reilroad Telegraphers

Americen Train Dispatchers’ Association

Railway Employes’ Department, A. F. of L.

International Brotherhood of Boilermakers, Iron Ship Builders, and Helpers of

America
International Association of Machinists
International Brotherhood of Blacksmiths, Drop Forgers, and Helpers
Sheet Metal Workers’ International Association
International Brotherhood of Electrical Workers
Brotherhood Railway Carmen of America
International Brotherhood of Firemen and Oilers
Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express and

Station Employees
Brotherhood of Maintenance of Way Employes
Brotherhood of Railroad Signalmen of America
National Organization Masters, Mates, and Pilots of America,

National Marine Engineers’ Beneficial Association

International Longshoremen’s Association

Hotel and Restaurant Employees and Bartenders International Union
Railroad Yardmasters of America

The original bill provides solutions for many serious problems, in-
cluding absolutely fair and equitable treatment of beneficiaries covered
under the Railroad Retirement Act and those covered under the
Social Security Act.

In general, H. R. 3669, as introduced by Mr. Crosser, provides,
on the average, for an increase in retirement benefits of about 30
percent. This increase results from a combination of several features

! 8ee appendix E to minority views.
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of the bill, namely, the percentage increase in the basic annuity
formula; the provision for a spouse’s benefit; the provision for crediting
service after age 65; and the special over-all minimum guaranty which
would assure railroad employees that they would not receive smaller
benefits than they would have received under the Social Security -
Act, if their railroad service had been covered by that Act.

H. R. 3669, as introduced by Mr. Crosser, provides, on the whole,
for substantial increases in survivor benefits. Such increases are neces-
sary, not only because such beneficiaries must pay far higher living
costs, but also in order to reimburse railroad workers for the much
higher assessments they pay to maintain the Railroad Retirement
System than are required under-the Social Security Act. When sur-
vivor benefits were first included in the Railroad Retirement Act by
the 1946 amendments, the benefit formula incorporated in the Act,
provided for survivor benefits that were about 25 percent higher than
the corresponding benefits payable under the Social Security Act, in
recognition of the fact that railroad employees paid higher taxes. It
was felt that the higher tax rate should be reflected in the survivor
benefit level, as well as in the retirement benefit level, because in the
case of individuals who die before reaching the retirement age, the
sole benefit paid is the survivor benefit. Those survivors, at present
on the railroad retirement rolls, who would have been eligible for
comparable benefits under the Social Security Act, if railroad service
were creditable under that Act, would now be entitled under that Act
to benefits that are 50 percent higher than what they are now receiving
under the Railroad Retirement Act. The original Crosser bill, H. R.
3669, therefore, proposes a new survivor benefit formula which would
produce a basic benefit approximately equal to that payable under
Social Security, plus a years-of-service increment of $1 per year of
assessments paid railroad service. Under such a-formula, the sur-
vivor benefits would again be about 25 percent higher than under the
Social Security Act.

These substantial increases provided for in the original bill, H. R.
3669, are made possible only because said original bill makes certain
of adequate financing by assuring certain savings to the Railroad
Retirement Fund and also by providing additional income for the
Fund. The Railroad Retirement Board estimated that the com-
bined yield of such savings and additional revenue would amount to
about $230,000,000 annually.

H. R. 3669, as introduced by Mr. Crosser, provides for the follow-
ing major changes in the Railroad Retirement Act:

1. Retirement annuities (including disability retirement annuities)
would be increased by an average of 13.8 percent. Specifically, the
annuity would be based on the following percentages of average
monthly compensation multiplied by the years of service; 2.8 percent
of the first $50; 2 percent of the next $100; and 1.4 percent of the
excess'over $150. The pensioners who were taken over from the rolls
of railroad private systems, at the beginning of the statutory system
of railroad pensions and are now receiving relatively smaller benefits,
would have their pensions increased by 15 percent.

2. When an employee will have been retired and is age 65 or over
and will have a spouse who is of age 65 or over or, in the case of a
wife under age 65, if she will have in her care a child of the employee
under the age of 18, the spouse, during the remainder of the employee’s
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life, would be entitled to an annuity of one-half the employee’s annuity
or pension but not more than $50.

3. Beginning with compensation paid after December 31, 1951, the
maximum of creditable and assessable compensation would be in-
creased from $300 a month to $400 a month.

4. In the awarding of benefits after the bill will have been enacted,
service rendered after the employee becomes 65 years of age would
be credited in the same manner as service rendered before age 65.
Under existing law, an employee who continues to work after age 65
does not receive credit toward his retirement annuity, although he
pays the retirement tax on his compensation.

5. No retirement or survivor benefits (except benefits awarded
before the enactment of the bill) would be paid under the Railroad
Retirement Act to an employee or his survivors if such employee will
have had less than 10 years of railroad service. Railroad service and
compensation of an employee who, when he dies or retires, will have
had less than 10 years of railroad service, would be credited under the
Social Security Act, along with such nonrailroad service as he will
have had; and the Railroad Retirement Act would continue to guar-
antee, through the residual lump sum, that the benefits which he or
his beneficiaries would receive based o railroad service would not be
less than the assessments paid while in railroad service, with an
allowance in lieu of interest,.

6. The formula for computing a survivor’s anituity would be liberal-
ized and simplified. Such an annuity would hereafter be computed
by taking 40 percent of the first $100 of the average monthly remun-
eration plus 10 percent of the creditable remuneration over $100
plus $1 for each year of service on which the employee will have paid
taxes. An eligible widow, widower, child or parent would receive a
monthly amount computed according to the formula, except that if
there is more than one child each child would get two-thirds of that
amount plus a share in one-third of that amount divided among all
the children. A widow’s benefit would not be less than what she
would have received as a wife. Also, the maximum amount payable
to all the survivors of an employee in any month would not be more
than two and two-thirds the amount computed by the formula. In
addition to the monthly survivor benefits, there would be paid on the
death of any employee a lump sum equal to four times the amount
computed under the formula or, if ne survivors are immediately eli-
gible for monthly benefits, 12 times the amount computed under the
formula. Eligibility conditions for survivor benefits would not be
greatly changed from the present law but would be liberalized to the
same extent as has been provided under the amended Social Security
Law, subject, of course, to the ten-year service requirement described
above and the requirement of the present law that the employee must
be connected, at the time of his death or retirement, with the railroad
industry. .

7. The average monthly remuneration on which survivor benefits
are based would continue, as under the present law, to be computed
by combining railroad and nonrailroad wages and averaging them
over the time from 1936 or when the employee becomes 22 vears of
age, if that is later, to the time of his death or retirement. To con-
form, however, to the increase in the maximum of creditable railroad
compensation from $300 to $400 a month as heretofore explained, and
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the amendments to the Social Security Act increasing the creditable
wages under that Act to $3,600 a year, benefits awarded in the future
would be based on all creditable railroad compensation and, if the
average 1s less than $300 a month, nonrailroad wages up to a com-
bined total of $3,600 a year.

8. According to the provisions of H. R. 3669 as introduced by
Mr. Crosser, persons eligible for beneéfits, including employees and
their dependents, or survivors as the case may be, would receive at
least as much under the Railroad Retirement Act as that to which they
would have been entitled under the amended Social Security Act if the
service of the employee or employees were creditable under that Act.

9. Under the present law, a retired railroad employee may not work
in the railroad industry or for the person by whom he was last em-
ploved in nonrailroad work before his annuity began, without giving
up his annuity for the months he so works. The original bill, H. R.
3669 as introduced by Mr. Crosser, would not change this provision.
However, he would, under the terms of the bill, also be required to give
up his annuity for any month in which he earns more than $50 in work
covered by the Social Security Act, except that this provision would
not apply to a disability annuitant before age 65. Until then, a
disability annuitant may earn up to $100 a month in work covered by
the Social Security Act. The $50 restriction would not apply to work
in which an annuitant is permissibly engaged before the amendment.

10. Service before 1937 (prior service) would continue to be credited
as under the present law except that an annuitant could not get both
credit for such service and an old-age benefit under the Social Security
Act. Hewould have to give up the lesser of the two amounts (thereby
eliminating duplicate payments for prior service) because the Social
Security formula is so weighted as in effect to allow credit for service
before 1937.

11. If an employee’s annuity is reduced because he had elected to
leave part of it to a surviving widow, and his wife will have died before
him, his annuity would be restored by the Crosser bill to the amount
he would have received if he had not made such election.

12. The cost of crediting railroad service under the Social Security
Act and crediting nonrailroad service under the Railroad Retirement
Act in cercain cases as provided in H. R. 3669 would be adjusted
between the Railroad Retirement Fund and the Old-Age and Survivors
Insurance Trust Fund so that the Old-Age and Survivors Insurance
Trust Fund would neither gain nor lose from the operation of the
separate Railroad Retirement System.

EMPLOYEES WITH LESS THAN 10 YEARS OF RAILROAD SERVICE UPON
RETIREMENT OR DEATH

The original bill H. R. 3669 would remove, from the application of
the Railroad Retirement, Law, employees who will have had less than
10 years of railroad service at the time of their retirement and would
transfer these employees to the Social Security System. The survivors
of employees who at the time of their death will have had less than
10 years of railroad service would also be transferred to the Social
Security System.

The Railroad Retirement System was established to meet the retire-
ment needs of railroad career employees. The bulk of the working
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force at any given time is composed of people who make railroading
their life’s work. Experience, however, under the Act has shown
that this career force is supplemented by numerous casual employees
among whom there is tremendous turn-over. Under present law,
anyone who performs any service at all for a railroad is entitled to
an annuity upon reaching age 65 based on that service, no matter
how slight. In the aggregate over a period of years the number of
casual employees is many times the number of the career employees.
The annual report of the Railroad Retirement Board for the fiscal
year 1949 shows that at the close of 1947 there were 4,811,700 former
railroad employees with less than 10 years of service who had worked
in the industry since 1936, and who were alive and not retired but
were not employed in the industry in 1947. Of these 4,811,700
former employees, 4,023,300 or 83.6 percent had less than one year
of railroad service, and 703,500, or 14.6 percent had more than one
year but less than five years of railroad service. Less than 85,000
employees, or 1.8 percent of the total, had from 5 to 9 years of service.
Unless, therefore, a corréction is made, the time will come when the
vast majority of annuitants will be people who will have had only a
casual and incidental connection with the railroad industry, usually
many years before reaching retirement age.

For their old-age protection, these casual employees must look
principally to the Social Security System, under which the bulk of
their employment is covered. The fact that their railroad service is
not counted under Social Security diminishes their benefits, and in
some cases prevents their acquiring any insured status at all under that
system.

The original H. R. 3669, as introduced by Mr. Crosser, meets the
casual employee problem in a reasonable and thoroughly practical
way. It provides a 10-year minimum railroad service requirement
for Railroad Retirement benefits, credits railroad service under the
Social Security Act for those who at death or retirement have less than
10 years of railroad service, and guarantees that in such cases the
benefit value of the railroad service will be at least equal to the assess-
ments paid to the Railroad Retirement System plus an allowance for
interest. Thus the Railroad Retirement System is confined to its
original purpose, the casual employees are properly protected, and
at the same time savings accrue to the Railroad Retirement System
that can be used to finance badly needed increases in benefits. The
Railroad Retirement System would of course have to make a proper
settlement with the Social Security System for the cost of crediting
to its system the casual employees’ railroad service.

FIFTY DOLLAR WORK CLAUSE

A saving of almost the equivalent of 1 percent of payroll (about
$50,000,000 annually) would result from confining retirement benefits
to those who have in reality ‘retired. Although retirement is per-
missible at age 65, the average retirement age at present is 68. The
fact that employees normally work for 3 years beyond age 65 has
resulted in savings to the Railroad Retirement Account in two re-
spects: (1) no annuities are paid for the 3 years during which annuities
would be payable under the law, to persons over 65 years of age; and
(2) taxes are being collected during the same 3 years from the same
persons who could have received annuities if they had retired at age 65.
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Considering the incentives now offered by the 1950 amendments
to the Social Security Act, under which a person in advanced years
may qualify for a maximum old-age insurance benefit of $80 (or $120
if he has an eligible wife), if he should work only six quarters earning
$300 a month, many rairoad employees are likely to find it advan-
tageous to retire, not only at age 65 (and thus lose the savings on the
difference between 65 years service and 68 years service, which is
the average) but those with 30 years of service could retire in the
early sixties at a reduced annuity. This would place an additional
burden on the Railroad Retirement Account.

Although the present law requires retirement from railroad service
and from the service of any other employer by whom the individual
may have been last employed, it permits annuitants to engage in
any other employment. There is thus presented an incentive, as
above stated, to those of retirement age who have no intention of
retiring, to leave railroad employment and draw their Railroad
Retirement annuities while engaging in employment under the Social
Security Act and qualifying for an additional benefit: under that Act.
The original H. R. 3669, as introduced by Mr. Crosser, provides that
no annuity may be drawn for any month in which the retired employee
earns more than $50 in work covered by the Social Security Act.
This restriction, however, will not apply to employment in which the
annuitant is engaged on the enactment date.

With respect to disability annuitants, the present $75 limit is
raised to $100, and this provision as a whole will solve a series of
administrative problems now confronting the Board in disability
annuity cases.

The $50 work clause, which the Hall substitute eliminates, not only
makes funds available for paying more adequate benefits to those who
have actually retired, but, since the Social Security Act contains a like
provision, it also makes workable the minimum guaranty that bene-
fits shall not be less than they would be if the Social Security Act
applied to railroad service.

SPOUSE’S ANNUITY

The spouse’s annuity provided in H. R. 3669, as introduced by
Mr. Crosser, should not be regarded as a new and distinct benefit
unrelated to existing benefits. It i$ closely related to and integrated
with other provisions of the original bill, particularly with the pro-
vision for the increase in retirement annuities and with the stipulation
that beneficiaries should in no case receive less than they would have
received had their railroad service been covered by the Social Security
Act. The principle of a spouse’s benefit has already been adopted by
the Congress with respect to employees covered by the Social Security
Act. If the finances were sufficient to permit doing all the other things
that should be done and also to increase all retirement annuities by,
say, 65 percent, one might then consider such a course as an alternative
to providing for a spouse’s annuity. Since such a course is obviously
impossible the spouse’s annuity affords a means of providing for a
reasonable increase in the cases of greatest need, that is to say where
two people must live on the benefits provided under the Railroad
Retirement Act.
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Although 65 is the permissible retirement age, the actual average
retirement age is about 68 at present. Hence 1n the typical case of a
wife 2 or 3 years younger than the husband the wife is likely to be age
65 or over at the time of her husband’s retirement. And even if the
wife is more than 2 or 3 years younger, the spouse’s annuity neverthe-
less gives the employee a far greater feeling of assurance and a very
large measure of additional security. In such cases, indeed, the
employee may decide to work a year or two beyond the time when he
would otherwise retire.

As of any given time over 90 percent of the railroad employees are
married. The provision of a spouse’s annuity, therefore, will provide
added security to virtually all employees even though the proportion
of retired employees with eligible living wives at any particular time
is smaller. It was estimated that some 40 percent of the employees
now retired will immediately receive the advantage of the spouse’s
annuity, and that percentage will increase in time.

INCREASE IN TAXABLE AND CREDITABLE COMPENSATION FROM $300 TO
$400 A MONTH

Although the tax rate is not increased by the original bill H. R.
3669, as mntroduced by Mr. Crosser, additional revenues are provided
by raising the limit on creditable and taxable compensation from $300
per month to $400 per month. At the time the $300 limit-was set,
very few employees were earning in excess of that amount. Ninety-
eight percent of the total payroll was creditable and taxable. Since
the $300 limit was set, wage rates have more than doubled so that
now only 84 percent of the whole railroad payroll is creditable and
taxable. Consequently, the maximum annuities payable are dis-
proportionately low compared to said wages, and the income to the
fund is arbitrarily limited. By increasing the limit from $300 to
$400, additional revenues of $80,000,000 per year would be provided.
Such a limit 1s still lower in relation to present wages than $300 was in
comparison with the 1937 wages; under a $400 limit only 95 percent
of present payrolls would be creditable and taxable. The employee
paying the additional tax would be adequately compensated by the
increased benefits resulting from crediting the additional compensa-
tion; he would receive $3 for each $1 in taxes he paid by reason of this
provision, The carrier portion would be offset to the extent of more
than half by reductions in corporate income taxes, and by an addi-
tional amount in reductions of its supplemental pensions. The
remainder would be no significant burden on the industry. As in-
dicated above, the tax would still apply to a smaller percentage of
the total payroll than was the case in 1937. The increase in credit-
able and taxable compensation from $300 to $400 a month will also
operate to increase survivor benefits.

DUPLICATION OF ,BENEFITS

Another saving provided in the original bill results from the elimi-
nation of duplicate benefits based on prior service, that is, service
before 1937, in the case of a retired employee who qualifies for an
annuity under the Railroad Retirement Act and an old-age benefit
under the Social Security Act. Although the Social Security Act



RAILROAD RETIREMENT AMENDMENTS 51

does not specifically credit service performed before that Act was
passed, the benefit formula is so weighted as in effect to give credit
for such service. The Railroad Retirement Act specifically credits
service rendered before that Act was passed. Consequently, individ-
uals who qualify under both Acts get, in effect, duplicate credit for
service on which no tax was paid. To overcome such windfalls, the
original bill, H. R. 3669, provides that in such cases the Railroad
Retirement annuity shall be reduced to the extent that it is based on
prior service, or by the amount of the Social Security benefit, which-
ever is less.
MINIMUM GUARANTY

The original Railroad Retirement Act of 1937 contained a minimum
provision that the benefit paid should in no case be less than the benefit
or additional benefit that would have been payable under the Social
Security Act if railroad service were covered by that Act. That
provision became inoperative when the Social Security Act was com-
pletely revised in 1939. With the very substantial liberalization of
the Social Security Act in 1950, it again becomes a matter of real
concern to insure that railroad employees, paying far more taxes,should
in no case receive less than they would have received if they had been
under Social Security and had paid the lesser tax. The original bill
so provides, becatise it was recognized that even with the provisions
for a spouse’s annuity and the liberalized survivor benefits there would
still be many cases in which the benefit formula would not produce as
high a benefit as the Social Security formula, particularly for indi-
viduals having from 10 to 20 years of service. The terms of the
substitute proposed by Mr. Hall would eliminate that minimum.
Under said proposal, substantially all survivor beneficiaries and many
thousands of Railroad Retirement annuitants would draw less than
they would if employment had been covered under the Social Security
Act.

REVOCATIONS OF ELECTIONS

There are still in existence a few ‘joint and survivor’ annuities
which are paid pursuant to an election of the employee to take a
reduced annuity during his lifetime so as to provide an annuity for
his wife if she survives him. This was the only way by which a
survivor could be protected before 1946. Since that time no new
elections have been permissible, survivor benefits being payable as a
matter of right. Where such elections, made before 1946, are still
in effect and the wife has died the employee nevertheless gets only
the reduced annuity, although no benefit can be paid to the wife.
The original H. R. 3669, as introduced by Mr. Crosser, would permit
the employce, after the death of the wife, to draw the same annuity
he would have received if no election had been made. The Hall
substitute, however, would eliminate this provision even though the
cost thereof is negligible.

CREDIT FOR SERVICE AFTER AGE 65

Under the present law employees working after age 65 continue to
pay taxes but receive no credit for their service. Such employees
consider themselves subjected to an arbitrary discrimination. The
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original Crosser bill, H. R. 3669, would credit such service on the same
basis as service before age 65, but the Hall substitute would continue
the present discrimination, even though the cost of this provision is
neghigible.

FINANCIAL ADJUSTMENT BETWEEN RAILROAD RETIREMENT SYSTEM
AND SOCIAL SECURITY SYSTEM

Under existing law railroad employment and social-security employ-
ment are combined for survivor-benefit purposes and the benefits are
paid under one act or the other depending upon whether or not the
employee will have been connected with the railroad industry at time
of death. The present law provides for periodic settlements between
the two funds for the cost of such crediting of social-security service
under the Railroad Retirement Act and vice versa. However, there
is another problem for which no solution is provided by the present
law. The separate existence of the Railroad Retirement System
relieves the general Social Security System of a higher-than-average-
cost segment of the working population. It was recognized when the
two systems were established that this represented a windfall to the
Social Security System which should at some appropriate time be
made good to the Railroad Retirement System. (See Appendix A
to this statement.) We believe that the appropriate time to make the
necessary change in law has arrived. Under the bill, as introduced by
Mr. Crosser, the standard established for settling all accounts between
the two systems is that the Old-Age and Survivors Insurance Trust
Fund is to be put in the same position in which it would have been if
railroad employment had been covered under the Social Security Act.
The Fund should neither gain nor lose from the separate existence of
the railroad retirement system. The net result of all transactions
between the two systems would make available to the Railroad
Retirement System savings estimated by the Board’s actuaries as the
equivalent of a little more than 2 percent of payroll, or in excess of
$100,000,000 annually. The Hall substitute, however, makes no
provision for such adjustment and therefore fails to secure the savings
of about $100,000,000 annually for appropriate increases in the
Railroad Retirement System benefits.

FINANCIAL SOUNDNESS OF RAILROAD RETIREMENT SYSTEM

The cost of Railroad Retirement benefits under existing law is 12.60
percent of payroll, based on a $4.9 billion annual payroll. The cost
of benefits under the law as it would be amended by H. R. 3669, as
introduced by Mr. Crosser, would be 13.90 2 percent of payroll, assum-
mg a $5.5 billion ? annual payroll. The latter assumption is abso-~
lutely valid in view of the contemplated increase in the tax base from
$300 to $400 a month, under the terms of the original bill, H. R. 3669.

All concerned agree that the increases in benefits must be provided
without sacrificing the financial soundness of the system and without
increasing the rate of taxes imposed for the support of the system.
Employers and employees each now pay 6 percent-and under present
law this rate will increase to 6% percent beginning January 1, 1952.
Employees under the Social Security Act pay only 1% percent now
ard are scheduled to pay only 3% percent many years hence.

2 See appendix E to the minority views.
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Among the witnesses appearing before the Committee, there was
some difference of views as to how costly a program could be prudently
financed without increasing tax rates. The Railroad Retirement
Board’s actuaries estimated the cost of the original bill to 13.90°
percent of the taxable payroll. The combined tax rate is 12.5
percent, thus leaving an apparent discrepancy of 1.4 percent be-
tween the tax rate and the actuarial cost level estimate. Expe-
rience, however, with the retirement system during the past 15
years, has shown that the actual cost of benefits has been less than
the actuarial estimates, with the result that similar discrepancies
in the past have disappeared when new estimates were made after
a few years of actual experience under a liberalized system. Onmn
the basis of this experience, the majority of the Railroad Retire-
ment Board and the Railway Labor Executives’ Association feel
that the original H. R. 3669 as introduced by Mr. Crosser is alto-
gether in harmony with the policy of prudent financing. During
the 1948 hearings on the bill which later was enacted as Public
Law 744, Eightieth Congress, for example, it was shown that the
increase in retirement annuities then proposed would result in a total .
cost of a little over 1 percent above the established tax rate. Then,
as now, the Board concluded that the enactment of the 1948 amend-
ments would not impair the financial soundness of the Railroad Retire-
ment System. Congress was of the same opinion, and the 1948 bill
was enacted. Within a very short time thereafter, both the Board
and the Congress were vindicated. The latest actuarial valuation of
the Railroad Retirement System showed it to be financially sound.
Moreover, we know now that economic conditions are more favorable
today than were anticipated in our earlier valuations, and we expect.
these conditions to continue for some years. FKavorable conditions.
in the railroad industry mean, of course, higher railroad payrolls and
more income for the Railroad Retirement System.

PRESERVATION OF THE RAILROAD RETIREMENT SYSTEM

What prompted the Hall substitute, proposing far less adequate
benefits but costing, nevertheless, more than the adequate benefits
proposed in H. R. 3669 as introduced by Mr. Crosser, 1s a matter of
controversy. The consequences of the enactment of the Hall sub-
stitute language are, however, sufficiently clear. The industry mem-
ber on the Railroad Retirement Board said, in his separate statement
on the Hall substitute, that it ‘““is much to be preferred over the
original bill.” His statement, however, indicates that the enactment
of this substitute would leave the job incomplete, and that his aim
is the coverage of railroad employment under the Social Security
Act. The assumption is warranted that those who are hostile to the
existence of the Railroad Retirement System would favor enactment
of the Hall substitute in the expectation that the System would be
left in such an unsatisfactory condition that Social Security coverage
would be accepted as the lesser evil.

We believe that the Railroad Retirement Systerm should be pre-
served, improved, and strengthened. We believe that H. R. 3669
as introduced by Mr. Crosser will accomplish these objectives. The
majority of the Railroad Retirement Board has recommended enact-

3 See appendix E to the minority views.



54 RAILROAD RETIREMENT AMENDMENTS

ment of the original bill, H. R. 3669, and ogposes the recommendations
of the Hall substitute.* The Railway Labor Executives’ Association,
the sponsor of the original law and of all amendments thereto which
have been made to date, and which represents three-quarters of the.
railroad employees, has strongly expressed the same view. We earnest-
ly recommend enactment of the bill, H. R. 3669, as introduced by
Mr. Crosser, who is the author of the original Railroad Retirement Act.

CoNCLUSION

For all the reasons set forth above, we recommend that the Hall
substitute be rejected by the House, and further recommend that
H. R. 3669, as originally introduced by Mr. Crosser, be adopted by
the House and that it be enacted into law.

RoBERT CROSSER.
LinDLEY BECKWORTH.
ArTHUR G. KLEIN.
WiLLiam T. GRANAHAN.
JouN A. McGUIRE.
PereEr F. Mack, Jr.
Lovuis B. HELLER.
Morean M. MouLDER.
HarLEY O. STAGGERS.

AprPENDIX A TO MiINoRITY VIEWS

FEBRUARY 9, 1937.
The Honorable Joan G. WINANT,
Chairman, Soctal Security Board, Washington, D. C.

Dear MR. WinanT: On December 28, 1936, the President addressed a letter
to representatives of the railroad managements and railway labor organizations
urging upon them ‘‘the desirability of a conference * * * to consider the
retirement problem and attempt to find a satisfactory solution.” He suggested
that the conference formulate joint recommendations for the benefit of Congress,

In accordance with this suggestion, a series of conferences has been held in
Washington. At the direction of the President, this Board has placed its informa-
tion and technical facilities at the disposal of the conference and has made esti-
mates of the cost of various retirement plans which have been under discussion
by the conferees.

The calculation of costs has raised a question having to do with the general
policy underlying the formulation of social-security measures: Shall a railroad
retirement system be regarded as an independent plan having no relation to other
similar measures instituted by the Federal Government or shall it be regarded as
a combination of the general old-age benefit system with a structure of additional
benefits and financial support superimposed thereon?

The practical bearing of the question on the problem under discussion can be
made clear by a recital of certain facts.

At the moment of its enactment, the old-age benefit system created by the Social
Security Act embraced railway employment. Certain taxes were levied which, it
was estimated, would reimburse the Government for the expenditures made under
the old-age benefit system.

1 A majority of the members of the Railroad Retirement Board reported favorably on H. R. 3669 as intro.
duced by Mr. Crosser, but reported unfavorably on the Hall substitute. These reports are shown in
Appendixes B and C, respectively, to the Minority Views. Mr. F. C. Squire, the industry member of
the Rai’road Retirement Board, submitted dissenting statements to the report of the majority of the Retire-
ment Beard on the original bill and on the Hall substitute. His statement as to the report on the original
bill is contained in Appendix B to the Minority Views, and his statement on the Hall substitute is shown
in Appendix 1 to the Majority Report. The Bureau of the Budget has indicated that there is need for the
additional benefits of the kind provided for in the original Crosser bill, H. R. 3669, (Scc Appendix D to
the Minority Views.) The Federal Security Ageney is in accord with the views expressed by the Bureau
.of the Budget. (See Appendix D to the Minority Views.)
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A few weeks later Congress enacted legislation, which excluded employment on
railroads and closely allied organizations from the definition of employment of the
old-age benefit system and of title VIII of the Social Security Act which levied
taxes on wages received and paid in corresponding employments. As a result of
that action, according to calculations made by our actuarial staff, benefits pay-
able under title IT were reduced by an amount greater than the reduction of taxes
under title VIII.

We have made various measurements of the benefits and tax=s under titles I1
and VIII. Calculations may be made in terms of present values or of annual
amounts of differentials between total benefits and the so-called earned portion.
For present employees, these differentials, assuming retirement at age 65, have a
present value, as of today, of the order of $650,000,000 and an aggregate, without
allowance for time of payment, of upward of 2 billions. For an average retire-
ment age of 67}, the present value of the differential will be about $350,000,000
and the actual gross excess will exceed 1 billion. These differentials exist generally
in the early years of operation of the old-age benefit system; but they are offset
by later increased financial provision.

By reason of the relatively advanced ages of railroad employees as compared
with those employments covered by the old-age benefit system, both for present
employees and new entrants, the differentials for railroad employment would be
to a large degree permanent.

The question therefore, in more specific form, is this: In the calculation of costs
must we regard the railroad retirement system as an entity in itself or can the
costs be regarded as having been provided for if the financial provision in the
retirement act is such that the Government books are in the same state of balance
for the combination of old-age benefit and railroad retirement systems as they
would be were railroad employment embraced in the former system?

If, in your judgment, the second of these alternatives constitutes the proper
policy, we raise the further question as to whether you would favor the adoption
of a formula by which the differentials would be actually placed in a railroad
retirement account currently or whether the Government, on a showing as to the
existence of balance between expenditure and financial support, taking both sys-
tems into account, should merely underwrite the payment of benefits, leaving to
later determination, in the light of subsequent developments, the specific form
and method of providing financial recognition of the differentials. The financial
provision contemplated for the railroad retirement system will, taking no accouns
of financial recognition of the differentials, support the proposed system, including
expenses of administration, during the next generation.

Since the recommendations of the conference will undoubtedly be referred to
you for scrntiny as to conformity with general social-security policy, I suggest
that it would be appropriate for you to make known your views to the conferees
in order that they may be governed thereby.

Yours very truly,
Myurray W. LATIMER.

Socian SecuriTy BOARD,
Washkington, D. C., February 10, 1937.
Mr. Murray W. LATIMER,
Chairman, Railroad Retirement Board, Washington, D. C.

Dear Mg. LatiMer: This will acknowledge your letter of February 9 asking
for the opinion of this Board as to certain matters of general social security policy.
Since similar questions are likely to be raised from time to time in other connections
a statement of the general principles on which our answers are based is appro-

riate.
P We regard the old age benefit system created by the Social Security Act as the
necessary basis of all programs for old age security within the range of its initial
coverage. We have not and do not favor exclusion from coverage based on any
action in the field undertaken voluntarily by a single employer or a group of
employers, although we. believe voluntary benefits provided to supplement the
old age benefit payments are worthy of encouragement.

Under certain circumstances, we believe a Federal system created by legislation
apart from the general old age benefit system would be warranted. To be justified
the following conditions should be present:

1. The industry should be one affected by a national public interest, and one
to which normally Federal legislation and regulation apply;
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2. The old age retirement system should provide larger aggregate benefits
than those of the general old age benefit system and no individual employee should
be worse off by reason of being covered by the special system rather than by the
general old age benefit system; .

3. The machinery for administration of the system should be so organized as
to operate with maximum effectiveness in conformity with policies adopted by
Congress for administrative management;

4. The creation of a separate system should in no way adversely affect the

financial support of the general old age benefit program.
A special railroad retirement system created by Congress would, of course,
meet the first of these conditions. We understand from your letter that the pro-
posed railroad retirement system meets the second condition. The application
of the third principle will be dependent upon congressional policies now in the
process of formulation.

The fourth principle - furnishes the answer to the first of your specific questions;
provision of an old-age retirement system for any specific group 1s to be regarded
as composed’ of the general old-age benefit system, with its correlative financial
support, with a superimposed structure of benefits and a corresponding means of
providing for them. In other words, the creation of the special system should
not affect the balance between income and outgo which would exist without it.
Creation of a separate railroad retirement system has not, of course, adversely
affected.this balance, but in other cases this would not be true and it is important
to establish a precedent here so that the acceptance of the principle may be assured.

As to the second question: it seems to us unwise to formulate at this time any
rule for the purpose of including currently in the railroad fund the differentials
referred to by you. It appears more appropriate for the Government to agree
to underwrite the benefits on a showing by you of the existence of the general
balance. This view is based on several considerations. First, the Social Security
Act is still in a developmental stage; douhtless changes will from time to time be
found desirable. Changes affecting the old-age benefit system will produce
corresponding changes in the differential, and any measurements now made would
require revision. Second, changes in conditions may require modification of
reserve policy and the Government should, in this respect, be left free to work
out that problem without unnecessary restriction. Third, current financial
recognition of the differential is not needed to support the beanefits for many
years; and, the assurance of old-age security for the employees affected is in no.
way diminished by leaving the Government free to determine its financial policy
in this respect as conditions may from time to time indicate.

In accordance with your suggestion I am sending a copy of this letter to Mr..
J. J. Pelley, president, American Association of Railroads, and Mr. George M.
Harrison, chairman, Railway Labor Executives’ Association.

Sincerely,
Jorn G. WinanT, Chairman.

ArrPENDIX B TO MINoRITY VIEWS

UNITED STATES OF AMERICA,
RaiLroap RETIREMENT BoARD,
Chicago, Ill., April 24, 1951..
Hon. RoBERT CROSSER,
Chairman, House Commitiee on Interstate and Foreign Commerce,
New House Office Ruilding, Washington 25, D. C.

Dear MR. Crosser: This is the report of the Railroad Retirement Board or
the bill (H. R. 3669) to amend the Railroad Retirement Act now pending before
the House Committee on Interstate and Foreign Commerce.

The Board believes that benefits under the Railroad Retirement Act should be
increased. Ever since the summer of 1946 when the present inflationary period
began, the Board, the standard railway labor unions, and many members of Con~
gress have been seriously concerned with the inadequacy of the benefits under the
Railroad Retirement Act to cope with the increased cost of living. The formula
for computing retirement annuities under the act was adopted in 1937, when the
amount of the annuity bore some reasonable relationship both to current wages
and to the cost of living. In view of the rise both of wages and the cost of living
since that time, a change in the formula so as to produce higher benefits became
imperative. Similarly, the formula for computing survivor benefits, though
adopted by Congress in 1946, was in fact established long before the beginning of”
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the present inflationary period; namely, in the spring of 1944 when the first bill to
provide benefits for survivors of railroad employees was introduced in Congress.
Consequently, a change in this formula so as to produce higher benefits has also
become imperative. Although the amendments made to the Railroad Retire-
ment Act by Public Law 744, Eightieth Congress, provided a 20-percent increase
‘in retirement annuities (which increase was inadequate to cope with the constantly
increasing cost of living), such amendments provided no increase whatever in the
survivor benefits.

The railroad retirement system is financed by a tax of 6 percent of wages up to
$300 a month on employees and a like amount on their employers. This tax
Tate is scheduled to increase to 6% percent on each side beginning next January.
The Board believes that the payroll tax on employees and their employers for
the maintenance of the railroad retirement systcm should not now be increased
and that if benefits are to be increased, and the Board believes that they should,
a method to finance the added cost by other than increasing tax rates must be
provided. R

The Board has examined all the bills introduced in this session of Congress to
increase benefits under the Railroad Retirement Act on the basis of the following
three tests:

1. The increase in benefits must be in conformity with the high payroll
taxes paid by railroad cmployees and their employers for the maintenance of
the system;

2. The added benefits must be financed by a method other than increasing
tax rates; and .

3. The added benefits and the method of financing them must be such as
not to affect the financial soundness of the system.

Of all the bills above mentioned, the hill H. R. 3669 is the only one which meets
all the three tests and makes many other improvements as follows:

(1) It provides a generally well-rounded system of retirement and survivor
benefits, which are analyzed in detail in exhibit (A) hereto attached.

(2) It takes cognizance of the fact that the tax rates for the maintenance of the
railroad retirement system are higher than those for the maintenance of the social
security system and, accordingly, provides not only higher benefits than under
the social security systern, but guarantees in addition that in no case shall the
benefits under the Railroad Retirement Act be lower than the benefits or addi-
tional benefits which would be payable under the Social Security Act if service
covered under the Railroad Retirement Act were ‘‘emiployment” under the
Social Security Act.

(3) It takes account of the growing disparity between increased wage rates
and retirement benefits by increasing the creditable and taxable compensation
from $300 to $400 a month. This increased monthly creditable amount will
be reflected both in retirement and survivor benefits, and will result in additional
revenue.

(4) It meets the demand of many railroad workers for the crediting of their
service after age 65 by providing such credit with respect to awards made after
the date of enactment of the bill, even though such service was rendered prior
to such date.

(5) It meets the demand which has often been made upon the Board by em-
ployees who elected joint-and-survivor annuities, and whose wives predeceased
them to restore the annuity in such cases to the original amount.

(6) It solves a problem which developed since the enactment of the Social
Security Act, and is threatening to become serious. The railroad industry quite
often offers employment to casual workers for short periods of time. These
casual workers do not make railroading their careers, so that after working 30 or
40 years in their lifetime, their total work in railroad industry is seldom as much
as 10 years. The problem created by such casual workers is 'solved by a pro-
vision transferring their benefit rights to the Social Security Act, as is more fully
€xplained in exhibit (A).

(7) It utilizes the savings to the old-age and survivors insurance trust fund,
resulting from the existence of the separate railroad retirement system, as is
explained in exhibits (A) and (B) to assist meeting the cost of the increase in
benefits.

Attached hereto and made a part hereof are exhibits (A) and (B). Exhibit
(A) is an analysis of the bill H. R. 3669 both in general terms and in detail and
exhibit (B) is a statement of the cost of the bill H. R. 3669.

It appears from exhibit (B) that there is a difference of about 1} percent be-
tween the total tax rate and the estimated actuarial level cost of the system as it
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would be amended by the bill. But in the Board’s-opinion this does not require
an increase in the tax rate to maintain the system on & financially sound basis.
The railroad retirement system was in a similar position in 1948. During the
hearings on the bill which was later enacted as Public Law 744, Eightieth Con-
gress, 1t was shown that the increase in retirement annuities then proposed would
result in a total cost of a little over 1 percent above the established tax rate.
Then, as now, the Board concluded that the enactment of the 1948 amendments
would not impair the financial soundness of the raliroad retirement system.
Congress was of the same opinion, and the 1948 bill was enacted. Within a very
short time thereafter, both the Board and the Congress were vindicated. The
latest actuarial valuation of the railroad retirement system showed it to be
financially sound.

The Board, therefore. approves and urges the speedy enactment of the bill
H. R. 3669. A separate statement by one memb r of the Board will follow.

Due to the urgent request of your committee, time has not permitted submis-
sion of this report to the Bureau of the Budget. When we have received the
comments of that Bureau, we shall forward them to you.

Respectfully submitted.

Winniam J. Kexneoy, Chairman.

SEPARATE STATEMENT OF F. C. SQuiRE, MEMBER, RAILROAD RETIREMENT BOARD

I cannot concur with the majority of the Board in favoring H. R. 3669 in its
present form.

1 do agree in principle with the apparent intent of the bill to provide for a
measure of coordination between the railroad retirement system and the social
security system, and to use the resulting savings to liberalize the benefits to rail-
road workers. I have advocated for several years that some such general step
should be taken in order to decrease the cost to the railroad retirement system
of the benefits provided for in the Railroad Retirement Act. The resulting savings
that would thus afford additional financing would probably be in the neighbor-
hood of $100,000,000 a year on a ‘‘level’”’ basis.

I oppose the bill because I think it goes too far in its liberalization of benefits
and will put the railroad retirement system in a position of unsoundness. The
increases in benefits for which the bill provides would add about $180,000,000 a
year to the cost of the system, or about $80,000,000 in excess of the savings that
would result from the proposed coordination if actually made effective. Since the
system is now just ebout in balance, this would mean that we would be incurring a
deficit of about $30,000,000 a year immediately the bill became effective.

I regard the bill as objectionable also because of its failure to provide definitely
for such coordination with social security as may be intended. While it provides
definitely for the increased costs of $180,000,000 it leaves to mere inference the
intent that the railroad retirement system will receive anything from social security.
Clearly that is something which should be made certain and not left to mere
inference.

I oppose the bill with respect to the manner of effecting coordination with
social security. In my opinion the coordination should be brought about in some
such way as was contemplated with respect to survivor benefits in the 1946
amendments, to the Railroad Retirement Act. This would eliminate the present
inequity of ‘‘dual’’ benefits and discrimination against the man who spends his
entire life in the railroad industry as compared with one who shifts back and
forth from one system to the other and is qualified for retirement under both.
Only in this manner can the maximum saving (about $25,000,000 a year more than
is possible under the bill) to the railroad retirement fund be accomplished by reason
of the lower cost of the social security system, and maximum benefits accordingly
be provided to railroad employees within the present tax rate.

The only money available for the railroad retirement system ‘is the amount
now in the fund plus future taxes and plus the savings to be obtained from coordi-
nation with social security. I differ from the bhill in that I would not spend so
much of the available total on survivors. The bill proposes increasing survivor
benefits by amounts that average over 80 percent. In.my opinion this is much
more than is justified. Furthermore, most of the demand has been for increasing
employee annuities. I would give survivors exactly the same benefits as social
security. As the result of the recent liberalizing of the Social Security Act, this
would mean an increase of over 40 percent over our present Railroad Retirement
Act benefits for survivors. Moreover, the survivor benefits I suggest could be
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.administered much more simply than those provided in the bill and the revisions
in the present law would be simpler and more straightforward.

The following are some specific comments I wish to make on H. R. 3669:

1. Last regular actuarial valuation.—It should be borne in mind that the last
regular triennial actuarial valuation showed that on a level basis the cost of the
benefits provided by the present law exceeds the taxes provided by the present
law by 0.3 percent of payroll, or about $15,000,000 per year. While this was as
of December 31, 1947, the calculations were completed late enough so that they
took into account the 20 percent increase in retirement annuities and the restora-
tion of residual payments provided for in the 1946 amendments to the Railroad
Retirement Act, and also took into account wage levels approximately equal to
those of 1949.

2. The unfunded accrued Liability of the railroad retirement system will be increased
by above $1,600,000,000 by H. R. 3669.—In its reports upon the last two routine
valuations, the Actuarial Advisory Committee criticized the continued increases
in the unfunded liability and warned against further increases unless provision
is made to amortize the liability. At the request of the chairman of the Senate
subcommittee, one of the members of the Actuariel Advisory Committee and the
assistant of another member, appeared at the hearing on 8. 1347, companion bill
of H. R. 3669. They expressed themselves in similar veins. The trend of the
unfunded accrued liability is shown below: -

Dec. 31, 1938 _ e $3, 389, 095, 264
Dec. 31, 1941 _ e 3, 619, 000, 000
Dec. 31, 1944 _ _ _ e 4, 331, 020, 000
Dec. 31, 1947, includes effect of 1946 and 1948 amendments.__. 7, 382, 600, 000
Dec. 31, 1950, including effect of H. R. 3669_________________ 9, 000, 000, 000

Under H. R. 3669 there will be no excess of taxes over benefits to permit amorti-
zation. On the contrary, the taxes will be inadequate to meet the costs on a level
basis, so that the unfunded liability will be constantly increasing. X

The existing unfunded liability of about $7,380,000,000, which would be in-
creased upon enactment of this bill to about $9,000,000,000, constitutes a burden
upon the younger employees of today and all future employees over and above
what they would have to pay if they had to meet the expense of only their own
insurance. I am opposed to saddling upon these present younger employees and
upon future employees any more burden, than is necessary.

Many people think the $2,300,000,000 balance now in the railroad retirement
account warrants increasing benefits. They overlook the unfunded liability men-
tioned above. Compared with either receipts or disbursements, the reserve fund
of the railroad retirement system is lower than that of social security, civil service
retirement, Canal Zone, or Alaska Railroad. .

3. Cost of benefits proposed in H. R. 3669 will exceed by $80,000,000 per year
the income from taxes plus transfers of funds hoped for from Social Security on a
“level’”’ basis.—Even according to the not very conservative estimates of our
actuaries, the “level”’ cost of the bill would be 14.13 percent of the taxable pay-
rolls, as compared with income from taxes of 12.5 percent. The deficiency when
expressed in percentage may not sound great—it is only a little over 1% percent—
but it means a shortage of about $80,000,000 per year. Therefore, the system
would be financially unsound even disregarding the failure to provide any allow-
ance for amortization of the growing unfunded liability. For some years to
come, the people who will benefit from the liberalizations proposed in H. R. 3669
are those already on the annuity rolls and those who will retire within the next
few years. If it were the tax money that they have paid (and the matching
amount that has been paid by the railroads) that would be paid out or risked for
these liberalizations, that would be all right. But it is the money of the employees
who are not going to retire for many years yet that would have to be used to pay
extra benefits to the older ones who have already retired or are now nearing
retirement.

4. The estimate of cost of 14.18 percent of payroll is not conservative—(a) The
estimate is based on retirement rates that contemplate that the full age annuitants
will retire at ages averaging about 67%. That is all right for the present because
those retiring today do so at ages averaging about 6734. But these estimates
necessarily take into account the distant future. Our law permits full annuities
at age 65. More and more railroads are requiring their employees not under labor
agreements to retire at 65. If the average age of those retiring should drop ouly
from the present 67} to 66, it would Increase the cost of the system about
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$25,000,000 a year over the present estimate. No allowance has been made for
such a possibility.

(b) The mortality rates used in the estimate of cost are based on our experience
in the last several years and that would be all right as long as that experience con-
tinues. But, unlike a life-insurance system which benefits financially as longevity
increases, an annuity insurance system loses financially. If the railroad age
annuitants should commence to live 1 or 2 years longer, the increased cost to the
railroad retirement system would be several tens of millions of dollars a year.
That would be offset in part by a saving in a lesser number of disabilities that would
probably come from the same improvement in health and medical care. Never~
theless, there is the possibility of substantial increases in cost in this respect, for
which no allowance is contained in the estimate of cost.

(¢) The estimated cost of 14.13 percent is based on the assumption that pay-
rolls in the future will average $5,200,000,000. This estimate assumes some years
hence a reduction of about 10 percent in the number of railroad employees. While
I hope that it may turn out to be no worse than that, I think it by no means con-
servative to rely on such a future. In the last 25 years there has been a reduction
of about 25 percent in number of railroad employees. The estimate of cost does
not allow for a reduction consistent with past experience.

(d) Amounts aggregating about 1.50 percent of payroll (or $75,000,000 per
year) have been deducted 1n arriving at the level cost estimate of 14.13 as esti-
mates of the savings in benefit payments principally by reason of the $50 a month
work clause. I do not question the potential savings but I feel that the estimated
actual saving is too optimistic. Recipients of benefits will not always report the
receipt of earnings of $50 or more in a month, because of ignorance of the law, in-
advertence, carelessness, or other reasons and there is no peralty imposed for
failure to make such report. Therefore, the Board must make such investigations
as are practical. There are 350,000 adults receiving monthly annuity checks
from us. Our principal check would be to obtain periodic reports of earnings
from social security. By the time we thus learned that an annuitant had also
been earning over $50 per month, 6 months to a year would have elapsed and he
would have received, say $500 to $1,000 in annuities to which he was not entitled
and which the Board has the discretion to recover or not recover. The man is
old, and if apparently not too literate and he pleads ignorance and no other in-
come, it is rather difficult to recover the $500 to $1,000 by withholding from his
future annuities. In my judgment the $75,000,000 is too high an estimate of
savings,

5. Does the higher earning employee really want his mazimum creditable and
{azable compensation per month raised from $300 to $400?—Presumably, the in-
crease from $300 to $400 in the maximum creditable and taxable compensation
serves a dual purpose, (1) to increase the annuities of employees earning over
$300, and (2) provide some additional funds for distribution to those in lower
brackets.

It is-not my purpose to discuss the advisability of increasing the tax load on
employers, but it is of interest to point out what the employee would have to pay
and what he might receive from such payment.

Take the case of an employee now earning over $400 per month who wili retire
2 years after the effective date of H. R. 3669. The change to $400 maximum will
make him pay $6.25 more taxes per month during those 2 years, or $150. In re-
turn his monthly annuity will be increased $2.80, assuming he has 30 years of
service. If he dies at the end of the 2 years, his widow’s monthly annuity after she
i1s 65 would be increased by $1.18, assuming that he has had continuous service
since 1936.

Take the case of an employee now earning over $400 who will retire 10 years
after the effective date of H. R. 3669. The change to $400 maximum would cost
him $6.25 per month during the remaining 10 years that he will work. In return
his monthly annuity when he retires 10 years hence would be $14 greater. If he
dies at the end of the 10 years, the monthly annuity for his wife after age 65 would
be $4 greater.

Under the present law and also under H. R. 3669 employees whose ‘‘average
compensation as defined in the act, is over $150 per month, receive proportionately
less benefits compared with their taxes than do those whose earnings have been
less. Attempting to increase their annuities by adding another bracket, $300 to
$400, simply increases the discrimination that already exists against them by
reason of the “bent” annuity formula. A very small “unbending’ of the ‘“bent”
formula by increasing the annuity factor for the bracket over $150 by only 0.1
percent would increase monthly annuities by amounts varying up to $4.50 (or
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more when more than 30 years may be counted) without requiring employees to
pay additional taxes. Total cost of the 0.1 percent increase in the upper bracket
would be about 0.2 percent of payroll or $10,000,000 per year but would help
decrease the existing discrimination against the higher earning employees who
have been getting and are getting decidedly the short end considering the taxes
they pay. In my opinion this change should be made and offset by reductions
in some of the overly liberal survivor allowances in the bill.

6. Proposal to include wages and service after 65 in the computation of annuities
would increase the cost of the railroad retirement system by $10,000,000 per vear.
Under the present law credits stop at age 65 but taxes continue if a man cé¢ntinues:
working. any have complained that the present law is unjust in this respect,
but this feeling comes from only superficial consideration.

I believe it comes in part, at least, from the fallacious thinking that railroad
employees when they retire today have ‘‘paid for”” what they get. (In the amount
“paid” I include not only the retirement tax deducted from the employees’ pay
checks but also the matching amounts paid by the raiiroads.) The fact is that
most of those retiring today and in the near future will have “paid for” only part
of what they get. 'This is because most of them draw benefits based in substantial
part on service before taxes commenced in 1937 and also because for many years
their tax payments were inadequate for the schedule of benefits which the law now
gives them after the 1946 and 1948 amendments.

Such benefits are partly at the expense of the younger employecs and futire
employees in that they will have to pay higher taxes or get less pensions than tl ey
otherwise would. Hence, it seems to me that it would be unjust to the present
younger employees and to future employees to grant now the desire for credits
after age 65.

Fifteen or twenty years from now, when the majority of those then retiring
will have paid taxes for all their creditable years, it may well be that justice would
dictate that they should then be credited with service after 65.

Attached are a few illustrations of men retired in December 1950 at ages over
65. Comparison of columns 6 and 8 indicates that those retiring now are already
getting several times what they have paid for, and that the same is true if the
amount shown in column 6 is doubled so as to include also the tax paid by the
railroads. The amount by which the benefits exceed the taxes, except for interest,
must be provided at the expense of the present younger and future employees.
Column 9 plus column 10 shows the increases provided in H. R. 3669 over and
above the present annuities shown in column 7. The part shown in column 10 is
what would be added by crediting wages and service after 65 in accordance with
the provision in the bill to which I object.

Retirement taxes paid Increase Addi-
by annuitant Value in tional
of his |annuity increase
Years Present|?inuity| under |' D0
Age at c:ﬁﬁn' railroad and 53:6613 duced
Occupation retire- | 20 retire- | SUIVi- by
ment | Service ment |, VOIS |Without| oog;;.
through!| Before | After Total |ammuit benefits| credit- in
age 65 | age 65 | age 65 WLY| under | ing serv%ce
present| service after
law after 1
651 65
o 2 3 ® (3 (® (] (8 9 a0
Stationagent___._.._______. 79 7 $26 | $1,382 | $1,408 | $81.75 | $7,078 $30 $22
Yard engineer. _ 68 30 993 629 | 1,622 | 106.11 | 13,295 35 5
Station agent. 67 30 898 378 | L2711 92.68 | 11,665 33 3
Shop helper__._...___ 73 20 237 832 | L069 | 60.00 | 6,867 22 16
Road freight conduct 66 30 | 1,687 216 { 1,903 | 127.63 | 16,813 38 1

1 The figures in -olumns 9 and 10 include allowance for the average amount of a wife’s annuity.

7. H. R. 3669 relaxes a number of conirols that are in the present law for the
purpose of preventing payment of improper claims.

(1) The present requirement that to be eligible a parent must have been
“wholly dependent” is changed to ‘“‘one-half his support,”” and the requirement
that he file proof of dependency within 2 years after the death of the employee is:
eliminated. This could permit filing claims 10 or 15 years later when the checking
of the claim of dependency might be impossible.
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(2) Under the present law a widower is not eligible for a survivor’s annuity.
H. R. 3669 would make the widower eligible when he reaches age 65 if at the time
of his employee-wife’s death or retirement he was receiving one-half his support
from her. She might have died or retired many years earlier and at that time he
might have been only temporarily partially dependent upon her. Furthermore,
there is no time limit within which claim need be made so that the Board could
check the claim as to dependency. Nor do I see any provision to protect against
cases where the claimant was only temporarily dependent upon his wife at the
time of her death or retirement.

The Social Security amendments of 1950 made widowers eligible and pre-
sumably H. R. 3669 wishes to be as liberal. But H. R. 3669 is more liberal in
three respects than social security, (a) it does not require proof of dependency
within 2 years. (b) it requires only ‘“‘completely insured” instead of both ‘“com-
pletely insured” and “partly insured’,-and (¢) does not require that death take
place after August 1950.

(3) Similar remarks to those made in (2) apply with regard to a husband’s
benefits.

8. Dual benefits are not eliminated by H. R. 3669, although they would be
reduced for some years to come by the provision for reducing the allowable prior
service in such cases. Later, however, this discrimination in favor of the part-
time railroad employee as against the man who has spent his entire working life
in railroad service will again come into full play. Aside from curing this dis-
crimination, elimination of dual benefits would save about $25,000,000 per year
on a level basis for the benefit of those justly entitled to something. Dual bene-
fits can be entirely elininated only by coordinating the employee’s annuities with
social security as was done as to survivors’ annuities when they were introduced
in the 1946 amendments, and only in that way can this possible saving of $25,~
000,000 be accomplished and the discrimination against the full-time railroad
worker ended.

9. Other unjustified liberalizations.—(1) Under the present law an annuity can
be made retroactive for not more than 60 days prior to application therefor.
The bill proposes to lengthen the retroactive period to 6 months. This change
was made to keep up with similar liberalizations made in Social Security by the
amendments of 1950. However, the railroad retirement system covers disability
and I think it improper to ask the Board to determine disability as of 6 months
before the Board is notified and given opportunity to have the claimant examined.

(2) H. R. 3669 provides that an employee annuity that has been reduced be-
cause the employee made a joint-and-survivor election, shall be increased if the
wife predeceases the employee-annuitant. Following the 1946 amendments
joint-and-survivor elections were canceled unless specifically confirmed. What
the bill proposes would be equivalent to letting those who at that time confirmed
their election eat their cake and have it too. It also would be unfair to future
members of the railroad retirement system who must suffer the expense.

As stated at the beginning, I am not in disagreement with the ultimate objec-
tive of the bill, namely, to bring about greater coordination between the railroad-
retirement system and the social security retirement system and to utilize the
resulting savings to the former system in liberalizing railroad retirement bene-
fits. My principal objection goes (1) to the failure of the bill to make definite
provision for the intended coordination between the two systems, (2) to the
manner and extent to which it apparently contemplates that the coordination
shall be effected, and (3) to the increases in benefits which are much greater than
finances that will be available.

F. C. SQuirE, Board Member.

ExHipIT A

. ANALYSIS OF H. R. 3669
A. General discussion

The bill H. R. 3669 increases retirement annuities by 13.8 percent on the aver-
age; minimum retirement annuities by 14 percent when based on years of service
and by 13.4 percent when based on a flat amount; and retirement pensions by 15
percent. The bill provides credit for service after age 65 in all future awards,
regardless of when such service was rendered; increases the maximum creditable
and taxable compensation (with respect to compensation paid after December
31, 1951) from $300 to $400 a month, for both retirement and survivor benefits;
and provides s annuity for a spouse of an employee equal to one-half of the em-
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ployee’s annuity or pension, up to $50 a month, but only when the employee and
his spouse are both age 65 or if, when the spouse is a wife under age 65, she has
in her care the employee’s child under the age of 18.

Eligibility for all benefits under the act (other than the residual lump sum
guaranty), whether to the employee or to those deriving from him, is conditioned
by the bill upon the employee’s having completed 10 years of service (including
service before 1937). Upon the retirement or death of an employee who completed
less than 10 years of service, benefits to him, to those deriving from him during
his lifetime, and to his survivors, will be payable under the Social Security Act.
For such cases, and for the purposes of the work clause in the Social Security Act
for all cases, ‘“‘employee” service will be deemed ‘‘employment” under that act.
In the adjustments that will be made between the railroad retirement and the
social security systems the latter will be allowed compensation for the employer
and employee taxes it would have received in such cases if such service had been

“employment” for tax purposes. Such employees will retain the benefit of the
residual lump-sum guaranty in case the total of the benefits paid in such cases
under the Social Security Act is less than the taxes which the employee paid (plus
an amount in lieu of interest) under the Railroad Retirement Tax Act.

The ad]ustment between the two systems, mentioned in the precedmg para-
graph is not exclusively related to the transfer to the social securlty system of
persons who have completed less than 10 years of service. Rather it is an over-
all adjustment to compensate the railroad retirement system for the savings it
affords to the social security system from the separate existence of the former.
The recoupment of these savings contributes to making it possible toincrease
benefits as provided in the bill without affecting the financial soundness of the
railroad retirement system. The bill, in substance, declares it to be the con-
gress1onal policy that the social securlty system shall neither profit nor lose from
the existence of the separate railroad retirement system. Because the railroad
retirement system covers an older group and a group which is in other respects a
higher-cost segment of the national working population, it has achieved savings
to the social security system by removing that hlgher cost segment from the
coverage of that system. The bill utilizes these savings for increasing benefits
under the railroad retirement system without increasing the tax rates for the
maintenance thereof.

Under the present law, a retired employee cannot work in the railroad industry,
or for the person by whom he was last employed before his annuity began, with-
out giving up his annuity for the months he so works. Under the bill, he will
also have to give up his annuity for any month in which he earn: more than $50
in work covered by the Social Security Act, except that this provision will not
apply to a disability annuitant before he attains age 65. Until that age, an
‘individual in receipt of a disability annuity may earn up to $100 2 month in work
covered by the Social Securlty Act. The $50 restriction will not apply to work
in which an annuitant is permissibly engaged before the amendment, that is,
work which before the amendment did not result in forefiting his annulty Serv-
ice before 1937 will continue to be credited as under the present law except that
an annuitant cannot get both a benefit based on such service and an old-age
benefit under the Social Security Act. He will have to give up the lesser of the
two, because the social security formula is so weighted as in effect to allow credit
for service before 1937.

The bill makes substantial increases in survivor benefits, includes among the
survivor beneficiaries a widower, and a former wife divorced if she has in her care
a child of the employee under age 18; and simplifies the procedure for calculating
a survivor’s insurance annuity by ﬁxmg it as an amount equal to 40 percent of
the first $100 of the employee’s average monthly remuneration and 10 percent of
such remuneration to to $300 a month if such average includes social security
wages or up to $400 if it does not, plus 81 for each year of ”employee” service
after 1936. A year of service is, as defined, 12 months of “employee’ service,
whether or not consecutive, e\{cept that the ultimate fraction of 6 or more months
of service of an employee who has completed 126 months of service will count as
1 year. The survivor’s insurance annuity amount will be the same for a widow,
widower, child or parent, except that if there is more than one child entitled to a
survivor’s insurance annuity, each child will receive only two-thirds of such
a}r}multy and one-third thereof will be divided among all such chlldren in equal
shares

Under the present law, if upon the death of an insured employee there is no
one immediately entitled to monthly survivor benefits, there is payable an in-
surance lump-sum equal to eight times ‘‘the employee s basic amount” to the



64 RAILROAD RETIREMENT AMENDMENTS

survivors of such employee. The bill changes that amount to 12 times the sur-
vivor’s insurance annuity in such cases and, in addition, provides for the pay-
ment of an amount equal to 4 times the survivor’s insurance annuity even in
cases where the employee leaves survivors entitled to monthly survivor benefits
immediately upon his death. .

If there should be some cases in which the benefits under the Railroad Retire-
ment Act would be less than the amount, or the additional amount, which would
be payable under the Social Security Act if the employee’s service were ‘‘employ-
ment”’ under the Social Security Act, the benefits under the Railroad Retirement
Act would be increased to such amount or to such additional amount,

B. Detailed discussion

The conditioning of eligibility for benefits under the Railroad Retirement Act
upon completion by the employee of not less than 10 years of creditable service
is first shown by section 1 of the bill which amends section 1 (f) of the Railroad
Retirement Act. Under this amendment, the ultimate fraction of 6 or more
months can be counted as 1 year of service only if the individual has completed
126 months of service. Section 2 of the bill makes this condition a specific re-
quirement for eligibility and, because of this, eliminates, as superfluous, the 10
years of service requirement (in the first sentence of par. 5 sec. 2 (a) of the Rail~
road Retirement Act) for a disability annuity. The same condition appears in
section 24 (d) and (e) of the bill which require the completion of 10 years of serv~
ice for an insured status under the Railroad Retirement Act for the purpose of
survivor benefits. : )

The bill changes the present work clause in the Railroad Retirement Act.
With respect to disability annuitants, the. present law conclusively presumes
recovery from disability if the annuitant, though still physically disabled, earns
more than 875 in each of six consecutive calendar months. In such cases the
annuity ceases, and when the annuitant’s earnings drop to the permissible amount
his annuity is not restored automatically as in the case of a straight work clause;
he has to apply for a new annuity and again establish disability. These complica-
tions are avoided by sections 2, 4, and the new subsection (e) provided in section
5 of the bill. Section 2 eliminates the $75 provision referred to earlier, section 4
provides. that an individual in receipt of a disability annuity before age 65 will
not forfeit his annuity for any month in which he earns no more than $100 in
employment covered by the Social S8ecurity Act (but he will lose the annuity for
any month in which he works for an employer under the act or for the last person
by whom he was employed before his annuity began regardless of the amount
earned), and the new subsection (e) provided by section 5 of the bill defines what
was referred to earlier as ‘‘employment covered by the Social Security Act.”
Upon attainment of age 65, a disability annuitant, the same as all other individuals
in receipt of annuities under the act, will be subject to a $50 work clause similar
to that contained in the Social Security Act. Section 27 (e) of the bill, however,
contains an exception which makes the new $50 work clause inapplicable to work
in which an annuitant is now engaged if it is the kind which does not now result
in his forfeiting the annuity. The reason for this exception is that many annuit-
ants now on the rolls may have decided to retire when they did relying on the
provisions of the present law permitting them to engage in employment other
than for an employer under the act or for the last person by whom they were
employed before their annuities began. Accordingly, an applicant for a retire-
ment annuity had reason to assume that he would have a source of income in
gdd}tion to the annuity, and he may have made plans for his old age on this

asis.

Section 3 of the bill amends section 2 (c) of the act to permit a retirement
annuitant to begin to accrue 6 months prior to the date on which the application
is filed, assuming, of course, that the applicant is otherwise eligible. There are
two reasons for this change. Experience has shown that in many cases employees
have failed to file their applications for as long as 6 months or more after they
had ceased compensated service. The other is that section 9 of the bill provides
an over-all minimum; that is, if the amount of an employee’s annuity is less than
he would receive as an old age insurance benefit under the Social Security Act if
his “employee’ service were ‘“‘employment,” his annuity is to be increased to
the greater amount. Under the Social Security Act, however, an oid age insur- .
ance benefit may begin as early as on the first day of the sixth month preceding the
month in which the application is filed. Consequently, in a case in which an
emplovee fails to file his application under the Railroad Retirement Act for six
or more months after he has ceased all compensated service, the problem would
have arisen as to whether the employee who, under the Social Security Act, would
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have received old age insurance benefits for 6 months prior to the month in which
the application is filed should be paid annuities under the Railroad Retirement
Act for such months even though under the Railroad Retirement Act his annuity
could not begin earlier than 2 months before the day on which his application was
filed. The amendment made by section 3, therefore, which makes possible the
beginning of the annuity as early as 6 months before the date on which the
application is filed, eliminates this problem.

It should be noted, however, that 6 months before the date on which the appli-
cation is filed could be a day after the first of the month; and in such case the prob-
lem would still exist with respect to the first month in which the annuity begins
to accrue. The sponsors of the bill did not wish to depart from the long-estab-
lished principle under the Railroad Retirement Act that an employee’s annuity
may begin to accrue on the day following the last day of his compensated service.
To avoid the administrative problem of applyving the over-all minimum formula
to the annuity which begins to acerue on other than the first of the month, the
proviso in section 9 of the bill limits the application of the over-all minimum to
benefits accruing for an “entire month.” The effect of the phrase “entire month”
is that even if the employee is entitled to an annuity fer an entire month but his
spouse’s annuity begins on a day after the first of the same month, the over-all
minimum will not apply with respect to such month.

Section 5 of the bill adds to section 2 of the act four new subsections. The
first, the new subsection (), was discussed earlier. The new subsections (f),
(g), and (h) provide an annuity for the spouse of an employee equal to one-half
the employee’s annuity, but not in excess of $50 per month. The first proviso
of the new subsection (f) avoids an inequity which would occur if the spouse’s
annuity were one-half of an annuity that has been reduced by reason of retirement
before age 65. The employee in such case has already paid for the earlier begin-
ning of his annuity by accepting a reduced annuity under section 2 (a) 3 of the
Railroad Retirement Act. Consequently, if the spouse’s annuity were one-half
of the reduced annuity, the employee would be paying twice for the privilege of
having his annuity begin between age 60 and 65. The phrase ‘‘or recomputed,”
in the first proviso, has special significance. It is provided in section 7 of the bill
that if an annuitant at any time becomes entitled to an old age insurance benefit
under the Social Security Act, his annuitv shall be reduced in such manner as to
be based only on service and compensation after 1936; but if such a reduction in
the annuity would be by an amount greater than his old age insurance benefit
his annuity shall be reduced by the smaller amount; that is, by the amount of the
old age insurance benefit. In a case in which an individual was awarded a reduced
annuity under section 2 (a) 3 and is not entitled to an old age insurance benefit
under the Social Security Act when he attains age 65, his wife’s annuity when
she attains age 65 will be one-half of the amount to which he would have been
entitled had his annuity been awarded to bim when he attained age 65. If,
sometime later, he does become entitled to an old age insurance benefit, his annuity
will then be recomputed in accordance with the proviso in section 7 of the bill
and his wife’s annuity will likewise be recomputed to be one-half of the smaller
annuity. To compensate the wife for this reduction, however, the second porviso
of the new subsection (f) permits her to retain also the wife’s benefit under the
Social Security Act, which is one-half of her husband’s old age insurance benefit.

The second proviso in the new subsection (f) also makes certain that in the
event the wife’s benefit is lost under the Social Security Act because she is entitled
under that act to another monthly benefit in excess of the wife’s benefit, the
reduction in the wife’s benefit under the Railroad Retirement Act will be such as
to permit her to retain an amount equal to the full wife’s benefit-under the Social
Security Act. This proviso will be applied as follows: If the wife’s benefit under
that act is, say, $30, which is lost to her because she is also entitled to a parent’s
benefit under that act in the amount of $40, the reduction in the wife’s benefit
under the Railroad Retirement Act will be only by the excess of the parent’s benefit
over the wife’s benefit, which is $10; if instead of being entitled to a parent’s
benefit of $40 in the same example, she should become entitled to an old-age
insurance benefit of $20 by reason of which a wife’s benefit is reduced to $10, the
reduction under the Railroad Retirement Act will be zero since the excess of the
old-age insurance benefit over the wife’s benefit is zero.

The new subsection (g) defines ‘“spouse’’ in terms which ordinarily would require
that the spouse be married to the employee for a period of not less than 3 years
immediately preceding the day on which the application for the spouse’s annuity
is filed. Where this requirement -applies, if the emplovee’s and the spouse’s
applications should be filed when they are both 651% years of age, after exactly 3
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years of marriage, the employee’s annuity could begin 6 months earlier (assuming
he was otherwise eligible) but not the spouse’s annuity because 6 months before
the application was filed she had been married to the employee only 21¢ years,
However, if the spouse is the parent of the employee’s son or daughter the period
of marriage to the employee is not material.

In addition to marriage for at least 3 years or parentage of the employee’s
son or daughter, the spouse must be 8 member of the same household as the.
employee or be receiving regular contributions toward support from the employee
or the employee must have been ordered by a court to contribute to the spouse’s.
support. If the spouse is the husband of the employee he must have been receiv-
ing at least one-half of his support from his wife at the time her annuity or pension
began.

glfhe term ‘“‘spouse’’ is defined in the same terms as husband and wife, respec-
tively, under the Social Security Act, except that under the Railroad Retirement
Act the husband is not required to file proof of support within any specific period
of time. TUnder the Railroad Retirement Act it is possible for a woman employee
to become eligible for an annuity at age 60. At that time her husband, even if he
already were 65, would not be entitled to a husband’s annuity until his wife had
attained age 65. He would probably not think of filing proof until 5 years later
when the 2-year period prescribed in the Social Security Act for filing proof of
support would have passed and his right to an anhuity would be forfeited solely
on technical grounds. Therefore, since the filing of proof of support is merely
evidence of dependence, it is deemed sufficient to submit such evidence whenever
it will serve a purpose. That conclusion having been reached, serious doubt
arises whether the requirement of the present law that a parent file proof of
support within 2 years of the death of the employee is justified. Section 24 (a) (3)
of the bill eliminates that requirement. There is no prohibition, however, against
filing proof of support whenever the husband or parent wishesto do so.

By providing for the spouse’s annuity in section 2 of the act, the application
for the spouse’s annuity will be subject to the same conditions as applications for
other annuities under that section. The spouse, like the employee, will have to
cease service for an employer and for the last person by whom the spouse was
employed before the spouse’s annuity began, as provided in section 2 {a), and
relinquish rights to return to service as provided in section 2 (b). The spouse’s
annuity beginning date will be subject to the provisions of section 2 (c¢); and the
new subsection (h) of section 2, provided in section 5 of the bill, makes the spouse’s
annuity subject to the same work clause provisions in section 2 (d) as the annui-
tant’s, and in addition, a spouse’s annuity. will not be payable in any month in
which the employee from whom the spouse’s annuity is derived loses the annuity
by reason of such provisions. : .

A spouse’s annuity will terminate in effect, under the same conditions as a
spouse’s annuity would terminate under the Social Security Act; and the term
‘“‘absolutely divorced” in the new subsection (h) is intended to have the same
meaning as the term ‘“‘divorced a vinculo matrimonii’”’ in section 202 (b) and
(c) of the Social Security Act.

Section 6 of the bill changes the percentages of average monthly compen-
sation to be multiplied by the years of service in the formula for determining the
annuity, producing an increase in the amount by 13.8 percent, on the average.
At present these percentages applied to the average monthly compensation are
2.4 percent of the first $50, 1.8 percent of the next $100, and 1.2 percent of the
balance.- The bill substitutes for these percentages 2.8, 2.0, and 1.4 percent,
respectively. For a $50 monthly compensation, the increase will be 16.7 percent;
for $100, 14.3 percent; for $150, 13.3 percent; for $200, 13.9 per cent; for $250,
14.3 percent; for $300, 14.6 percent; for $350, 14.8 percent; and for $400, 15
percent. The phrase ‘‘remainder of his monthly compensation’ is limited by
section 8 of the bill to $300 a month with respect to compensation paid through
December 31, 1951, and to $400 a month with respect to compensation paid
thereafter.

Section 7 of the bill*by striking out paragraph 4 of section 3 (b) of the act,
makes possible the inclusion of all service after age 65, subject to the maximum of
30 years as provided in paragraph (1) of section 3 (b) of the act. In addition to
this amendment, section 7 provides against duplication of credit for prior service.
The amended Social Security Act is so weighted as, in effect, to give credit for
service before 1937. In view of this, and since employees who now receive credit
for service before 1937 have not paid any taxes with respect to such service, the
sponsors of the bill deemed it appropriate to continue to give credit under the
Railroad Retirement Act for prior service, but only if the emplovee does not also



RAILROAD RETIREMENT AMENDMENTS 67

receive an old age benefit under the Social Security Act. Consequently, whenever
an annuitant is or becomes entitled to an old age insurance benefit under the
Social Security Act, his annuity will be so computed or recomputed as to base
it entirely on service and compensation after 1936, except that the employee will
be assumed to have met whatever service and other requirements were necessary
in the computation of the original annuity. Thus, if the original annuity was a
reduced age annuity, the annuity based on service and compensation after 1936
will be computed as a reduced age annuity even though the employee has less
than 30 years of service after 1936. If, however, the amount of his old age insur-
ance benefit, either as originally computed, or as later recomputed upon his
application therefor, is less than the amount by which his annuity would be
reduced as above stated, the reduction will be by the smaller of the two amounts.
In the case of a pensioner, of course, the reduction will be only by the amount of
his old age insurance benefit since his pension is based on prior service only. The
reduction in the annuity of a spouse of such an employee will be by an amourt
which would result in the spouse receiving one-half the annuity or pension the
employee is receiving after such reduction.

Section 8 of the bill increases the creditable monthly compensation from $300
to $400 a month beginning with compensation paid after December 31, 1951.

Section 9 eliminates the requirement of 5 years of service as a qualification for
the minimum (since the bill now requires 10 years of service for eligibility), and
increases the minimum annuity from $3.60 to $4.10 for each year of service, mak-
ing $41 the lowest possible minimum unless the monthly compensation is less than
$41 which is unlikely for an employee with as much as 10 years of railroad service.
Where the minimum is based on a flat amount, the increase is from $60 to $68.
The proviso in section 9 of the bill is in essence a guaranty that in no case will a
benefit under the Railroad Retirement Act to an employvee and to those deriving
from himn be less than the amount or the additional amount which would be
payable under the Social Security Act if the individual’s service as an employee
after 1936 under the Railroad Retirement Act were ‘‘employment” under the
Social Security Acet. To illustrate, if the total annuities to the employee and his
spouse is $100 and if the employee’s service were ‘‘employment,”’ the total of
monthly henefits to the employee and his spouse under the Social Security Act
would be $90, and such employee and his spouse have a child under the age of 18 so
that the monthly benefits to all three under the Sacial Security Act would be
$110, the annuities of the employee and spouse would be increased proportior ately
to a total of $110. The same guaranty applies to annuities of survivors of an
employee; so that if the total of survivor annuities under the Railroad Retirement
Aco is less than would be the total of monthly benefits to such survivors if the
employee’s service were “employment” under the Social Security Act. such total
of annuities would be increased proportionately to such greater total.

In the application of this proviso a number of problems had to be takzn into ac-
count. Thus, an annuity under the Railroad Retirement Act may hegin on some
day duaring the month while a benefit under the Social Sceurity Act always begins
only on the first day of the month. In order to avoid the administratiyve problem
of applying this over-all minimum guaranty to a part of a_ montn, the proviso is
made applicable to “any entire month.” That this will also apply to a case in
which the spouse’s annuity begins on some day during the month has already been
shown earlier.

If an annuity is reduced as provided in section 3 (b) of the act (sec. 7 of the bill)
or by reason of other payments based on creditable military service (as provided
in sec. 4 (i) of the act) the proviso of section 9 will be applicable to the annuity
to which the employee is “entitled’”’; ttat is, after such reductions. In both
instances the employee is entitled only to the reduced annuity.

A section 2 (a)(3) annuity to a male employee is reduced by one-one hundred and
eightieth for each month that he is under age 65; and an annuity pursuant to a
joint-and-survivor election is reduced to permit the payment of part of the em-
ployee’s annuity to his surviving spouse (in addition to the survivor annuity pur-
suant to sec. 5 of the Railroad Retirement Act). If the over-all minimum pro-
vided in section 9 were applied to the annuities so reduced the employee in each
such case would receive greater benefit from the over-all minimum than is in-
tended or warranted. The language in the parentheses, therefore, avoids this
possibility.

In order to determine whether an employee is insured under the Social Security
Act for the purpose of applying the over-all minimum, it will be necessary to apply
the provisions of that act. This will not be necessary, however, if the employee
is completely or partially insured, in accordance with the provisions of section
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5 () (@), of the Railroad Retirement Act; in such case, he will be deemed to be
fully or currently insured respectively, under the Social Security Act.

Section 203 (f) of the Social Security Act imposes penalties in addition to the
work clause for failure to report earnings of more than $50 a month by individuals
in receipt of monthly benefits under that act. The Railroad Retirement Act pro-
vides no penalties in addition to the work clause. The question whether the over-
all minimum would apply where no monthly benefit would be payable under the
Social Security Act (because ‘of this additional penalty provision) while the
annuity under the Railroad Retirement Act would nevertheless be payable, is
answered in the affirmative by the language in the parentheses. On the other
hand, the over-all minimum provision will not apply with respect to a month in
which the annuitant (including a spouse annuitant) works for an employer under
the act or for the last person by whom he was employed before the annuity began
even though the amount earned is less than $50 or the annuitant is over 75 years
of age. Under those conditions no annuity is payable under the act, and the
proviso applies only for months in which an annuity accrues and is payable. The
proviso in section 9 will assume timely applications for the social security benefits
but section 27 (j) will not permit such assumption with respect to recomputation
of the social security benefit.

Section 10 of the bill, by striking out section 3 (h) of the act, will make possible
the recomputation of an annuity previously awarded on the besis of additional
creditable service and compensation accumulated after the annuity has begun to
accrue. While this amendment will not permit changing from one annuity to
another, it will make increases in the same annuity possible in cases where the
original annuity was based on less than 30 years of service.

Sections 12 through 25 amend section 5 of the Railroad Retirement Act. Sec-
tion 12 adds an annuity to a widower age 65 and provides that in no case shall the
“‘survivor’s insurance annuity’”’ of the widow or widower be less in amount than
she or he received during the lifetime of the employee as a spouse’s annuity. The
same provision is made in section 13 of the bill for a widow’s current insurance
annuity. The term ‘“widow” in section 5 (b) and 5 (i) (1) (iii) of the act will
include a former wife divorced. (See sec. 24 (a) (2) (i) of the bill.)

Under the present law a widow’s annuity is three-fourths of the “employee’s
basic amount,’”” a child’s and parent’s annuity is one-half of the “employee’s basic
amount,” and an insurance lump-sum is eight times the “employee’s basic
amount.” Many persons misunderstood the quoted term to mean the employee’s
annuity when in fact it bears no relation to the employee’s annuity but is more
nearly analogous to a primary benefit under the Social Security Act, and serves
no purpose other than to arrive at a figure of which a fractional part is paid as a
survivor benefit. The new term ‘“‘survivor’s insurance annuity’’ will not be subject to
such misunderstanding. Moreover, under the bill the widow, widower, child and
parent of a deceased employee will receive the same “survivor’sinsurance annuity”’
rather than three-fourths and one-half, respectively, of the ‘“‘employee’s basic
amount.” Since under present law an insurance lump sum is eight times the
“basic amount” and a widow’s monthly survivor benefit is three-fourths of a
basic amount, the insurance lump sum is eight times four-thirds or 102§ times a
widow’s monthly survivor benefit. To maintain approximately the existing re-
lationship between the insurance lump-sums and widows’ monthly survivor
benefits the bill measures the insurance lump sums by 12 times a monthly sur-
vivor benefit (10% being rounded out to 12).

Section 14 of the bill provides that a child shall receive the full amount of the
“survivor’'s insurance annuity,” except that if there is more than one child sur-
viving the employee, each child shall receive two-thirds of the survivor’s insurance
annuity and one-third thereof shall be divided equally among all such children:

Section 15 provides against the payment of a parent’s annuity not only, as in
the present law, if the employee died leaving a widow or child but also if there is
a surviving widower; and, for the reasons stated earlier, section 24 (a) (3) of the
bill dispenses with the requirement of filing proof of support. The same section
24 (a) (3) of the bill liberalizes the extent of the support required.

Section 16 deals with a situation in which two or more children survive parents
both of whom were employees and died insured. In such a situation, unless
special provision were made the amounts of the children’s benefits would vary
dépending on which child filed with respect to the death of which parent. In
order to avoid such fortuitous variations in benefits section 16 provides that all
children shall be deemed to apply for annuities with respect to the death of only
one of such parents. In the selection of such one parent, however, this section
requires that such parent be the one with respect to whose death the children would



RAILROAD RETIREMENT AMENDMENTS 69

receive the largest possible annuities, regardless of whether the applications are
filed at the same time. If the amount of the child’s annuity is the same with re-
spect to each parent, the selection of the parent is immaterial.

Section 17 of the bill includes a widower among those entitled to share in the
insurance lump sum provided by paragraph (1) of subsection (f) of section 5 of
the act, and in addition makes the following changes in the existing law: At the
present time if an insured employee dies leaving no one entitled immediately to
monthly annuities, a lump sum of eight times the basic amount is payable to his
survivors in the order provided in that subsection. This insurance lump sum,
however, is not payable if at the time of the employee’s death there is a survivor
entitled to monthly benefits, except that if the total of the monthly benefits paid
within 1 year of such death is less than the insurance lump sum of eight times the
basic amount, the difference is then paid to his survivors in a certain order as
provided in that subsection. The bill provides for the payment, upon the death
of an employee leaving no one entitled immediately to monthly benefits, an amount
equal to 12 times the survivor’s insurance annuity to the same persons who are
entitled under the present law to the amount of eight times the basic amount.
As has previously been pointed out, 12 times the survivor’s insurance annuity in
lieu of 8 times the basic amount will preserve approximately the same rela-
tionship between the insurance lump sum and a widow’s monthly survivor benefit
as now exists. This section provides also for the payment of an amount equal to
four times the survivor’s insurance annuity in cases in which an employee dies
leaving survivors entitled immediately to monthly benefits. The payment of such
a benefit in such cases corresponds to a change made in the Social Security Act
by the 1950 amendments. In addition, if the total of monthly benefits paid to
the survivors of the eiaployee within 1 year after his death is less than an amount
equal to eight times the survivor’s insurance annuity the.difference will then be
paid to persons in the order provided in the bill, so that survivors of an employee
who leaves someone immediately eligible for monthly benefits cannot be paid less
than they would have received if tliere had been no one immediately eligible for
monthly benefits.

Section 18 of the bill includes a widower among the beneficiaries of the residual
lump sum provided in section 5 (f) (2) of the act. With respect to the benefits
to be deducted from the residual amount, a distinction is made between (i) monthly
insurance benefits paid to survivors on the basis of combined ‘‘employee” and
“employment’’ service, and (ii) old age insurance benefits to, and benefits to
dependents of, individuals with less than 10 years of service. In the latter case
the deductions of the Social Security benefit is only to the extent that it is based
on ‘‘employee’ service. The reason for the distinction is that in the case of sur-
vivor benefits paid under the Railroad Retirement Act, all of such benefits are
deducted from the residual, including benefits based on the combined service. In
order to avoid discriminating against individuals with ‘‘a current connection with
the railroad industry’” the act now provides that monthly survivor benefits paid
under the Social Security Act on the basis of combined service should likewise be
deducted. However, no retirement benefits are paid under the Railroad Retire-
ment Act on the basis of combined service and hence there is no deduction of any
such benefits in arriving at the residual lump sum. It would be inappropriate,
therefore, to deduct more than the amounts attributable to railroad service and
compensation when social security old-age benefits are paid on combined service
to individuels having less than 10 years of railroad service,

Section 19 of the bill is designated to avoid duplication of benefits either through
receipt of more than one survivor benefit under the Railroad Act, or through
receipt of a survivor benefit under that act together with any monthly insurance
benefit under the Social Security Act, or together with a retirement annuity under
the Railroad Act. An individual will receive the equivalent of the larger benefit,
but not both.

Section 20 of the bill provides a new formula for determining the maximum and
minimum totals. If the total of annuities is more than $40 and exceeds an
amount equal to 2% times a survivor’s insurance annuity the totals will be reduced
to the smaller of the two amounts, but in no case to less than $40. If the total is
less than $20, it will be increased to $20. All increases and decreases will be made
proportionately. The maximum will be applied only after an annuity has been
adjusted by reason of other benefit payments and after reductions by reason of
the provisions in subsection (i). The minimum, however, will be applied prior
to such adjustment and deduction. After applying the maximum provision, the
total, if less than it would be under the proviso of section 3 (e) of the act (as
amended by sec. 9 of the bill), will be increased to the greater amount. Similarly,
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if arter applying the maximum, the widow or widower should receive less than she
-or he received as a spouse’s annuity, the widow’s or widower’s survivor insurance
.annuity would be increased to the greater amount.

Section 21 incorporates the same work clause as is now in effect under the
Social Security Act in addition to the work clause in effect now under the Rail-
road Retirement Act with respect to employment by an employer under the act.

Section 22 extends the period for the beginning of a survivor’s insurance an-
nuity to the month in which the individual became eligible even though the ap-
‘plication therefor was not filed for as much as 6 months after such month. This
section thus eliminates from the present law the provision that if the application
is filed more than three months after the month of eligibility, the annuity cannot
‘begin earlier than the first of the month in which the application was filed.

The effect of section 23 of the bill is to transfer to the social security system all
‘persons who at retirement or at death have comvleted less than 10 years of service
under the Railroad Retirement Act, the spouses and children of such persons, and
their survivors, with the same effect as if the service of such persons were included
in the term “employment’’ in the Social Security Act. The bill makes a distinc-
#ion between those considered to be career railroad employees and those who work
casually in the industry from time to time. For this purpose some reasonable
line must be drawn. 'The bill classes as not career railroaders those who at re-
tirement or death have completed less than 10 years of service. In order to
make this provision applicable to noncitizen employees working, say, in Canada
for an employer conducting the principal part of its business in the United States,
section 23 provides that such service shall for the purposes of the Social Security
Act be deemed to have been rendered within the Unitzd States. The same sec-
tion ehanges the present provision of section 5 (k) (2) of the act to declare it to
be the poliey of Congress that the old-age and survivors insurance trust fund shall
‘be in no better and no worse position than it would have been if there had been
.no separate railroad retirement system. This policy is 1elated to but not ex-
clusively concerned with the transferring to the social security system of indi-
viduals with less than 10 years of service. The discharge of liabilities to those
with less than 10 years of service will be given appropriate credit in the adjust-
ment, 50 as to avoid any inequitable imposition of liabilities on the social security
gystem. But beyond that, the bill contemplates that the adjustments will em-
brace whatever transfers are necessary to assure that the social security system
will neither gain nor lose from the separate existence of the railroad retirement
system. }

Section 24 (a) of the bill includes the definition of ‘“widower’’ among other
definitions of survivors; provides the conditions of eligibility both for a widow
and a widower for survivor benefits; includes in the term ““ widow’’ a former wife
divoreed, but subject to the conditions specified in that section; dispenses with
the requirement of filing proof of support within a specified time for reasons stated
earlier; and provides against forfeiture of a child’s annuity if such child is adopted
by a stepparent, grandparent, aunt, or uncle. These provisions conform to the
amended Social Security Act.

Section 24 (b) provides an alternative method of allocating compensation to the
several quarters of the year in determining insured status under the Raiiroad
Retirement Act; section 24 (c) redefines the term ‘‘wages’ to include not only
wages covered by the Social Security Act but also self-employment income
covered by that act as well as amounts deemed wages under section 217 (a) of
the Social Security Act, on account of military service other than that creditable
under the Railroad Retirement Act. ’

Section 24 (d) and (e) limit eligibility for survivor henefits to survivors of
employees who have completed 10 or more years of service. For determining a
fully insured status, section 24 (d) provides for the exclusion from the elapsed
quarters any quarter during any part of which a retirement annuity is payable
and which is not a quarter of coverage.

Section 24 (e) includes in the period within which a partially insured status
may be acquired by an employee the quarter in which death or retirement occurs;
and in addition provides for the continuance of such status if the employee had
the necessary quarters of coverage in the quarter in which a retirement annuity
yvill have begun to accrue to him. Under this provision if he has a partially
insured status at the time an annuity begins to accrue to him, he will continue to
b? (yi)a.r:.}ila.lly insured even though he would not otherwise be so insured at the time
of death.

Section 24 (f) provides that in determining the average monthly remuneration,
“wages” will be included only if (i) the total creditable compensation for any
calendar year is less than $3,600, and (ii) the average monthly remuneration, if
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based on compensation alone, would be less than $300. In such case, the amount
of wages included will be an amount not to exceed the difference between the
compensation for such year and $3,600; and the divisor will not include any
-quarter during any part of which a retlrement annuity is payable and which is
not a quarter of coverage.

Section 24 (g) substltutes the term ‘“survivor’s insurance annuity” for the
term ‘basic amount”’; changes the formula for computing the survivor’s insur-
ance annuity by taking 40 percent of the first $100 and 10 percent of the remain-
ing average monthly remuneration, plus $1 for each year of service after 1936.
‘The maximum average monthly remuneratlon possible will be $400, except that
where the average monthly remuneration is based on the employees insured
status as an annuitant or pensioner, the maximum average monthly remunera-
tion possible will be $300. Related changes are likewise made in the provisions
for computing survivor benefits from pensions where wage records are not
available.

The Railroad Retirement Tax Act now provides that, with respect to com-
pensation paid after December 31, 1951, the tax rate on employers and employees
shall be 6} percent of the monthly compensation up to $300. The only amend-
ment made by secton 26 is to change the figure $300 to $400.

Section 27 (a) makes the bill effective with respect to benefits accruing after
the last day of the month in which the bill is enacted, irrespective of when service
or employment occurred or compensation or wages were earned. The proviso
in section 27 (a) will facilitate the recertification of annuities now on the rolls of
the Board. The punch-card records of the Board show the amount of the
monthly compensation and average monthly remuneration (on the basis of which
the annuities have been awarded) without fractions of a dollar. If it were not
for this proviso, the recertifications made by the use of these records would not
reflect fully the increase provides by the bill unless each file were examined
separately, but this would be a serious administrative task.

Section 27 (b) makes effective the provisions for annuities to begin earlier
than permissible under the present law with respect to annuities awarded in
whole or in part after the enactment of the bill. The same section makes the
crediting of service after age 65 effective only with respect to annuities awarded
after the enactment of the bill. This provision was not made applicable to
annuitants now on the rolls because the administrative problems of doing so
appear insurmountable.

The effect of section 27 (c¢) has already been considered earlier in the discussion
-of section 4 of the bill. The term ‘‘engaged’” on the enactment date does not
require that the individual be actually working on that date; the term is intended,
in a broad sense, to include individuals who were on such date in an employee or
‘business relationship to the job or business.

Under section 23 of the bill, individuals who have completed less than 10 years
-of service, and persons denvmg from such individuals, will not be entitled to
‘benefits under the Railroad Retirement Act. But section 27 (e) confers upon
‘both retirement and survivor annuitants whose annuities have been awarded on
Jless than 10 years of service, and the spouses of present retirement annuitants
(but only during the lifetime of such annuitants), all the benefits of the bill.

Section 27 (f) of the bill is the answer to numerous complaints from annuitants
‘whose annuities were reduced because they elected to leave part thereof to their
:surviving widows, but whose wives predeceased them.

Section 27 (h) 'makes certain that the benefits of the bill will apply to indi-
viduals to whom annuities were heretofore awarded under the Railroad Retire-
‘ment Act of 1935. The same section 27 (h) precludes the application of the
‘bill to annuities heretofore awarded in lump sums equal to their commuted value.

Section 27 (i) provides that the annuity of a spouse of an individual in receipt
‘of a reduced annuity under the Railroad Retirement Act of 1935, or under the
Railroad Retirement Act of 1937 in effect prior to its amendment in 1946 shall
‘be one-half of the unreduced annuity.

Under section 3 (b) of the present law, age annuities cannot be recomputed by
‘reason of additional service rendered after the annuity has begun to accrue.
This section is repealed by the bill making recomputations in such cases possible,
‘but only upon application therefor as provided in section 27 (g). Further, the
proviso in section 9 of the bill will require the Board to take into account an in-
crease which would be granted under the Social Security Act upon application for
recomputation of benefits. While, as stated earlier, for the purpose of this pro-
viso original applications will be assumed to be filed on time, the effect of section
'27 (j) is that no such assumptions will be made for recomputatlon purposes in
applying the proviso of section 3 (e) of the act. For such purposes, applications
-will have to be filed Wlth the Railroad Retirement Board.
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Exnisir (B)
.COST OF THE BILL H. R. 3669

The latest valuation of the Railroad Retirement Account was made as of
December 31, 1947. The next will be as of December 31, 1950, but data will
not be available to permit its completion until some time in 1952. F¥or the 1947
valuation, an extensive study was made of all factors entering into the cost of
the railroad retirement system. These factors include the rates of retirement of
railroad employees, the rates of disability, mortality rates, withdrawal rates, non-
filing, effect of work clauses, payrolls, benefit payments, family composition,.
revenues, and others. On the basis of these studies, certain assumptions were
made. Forthe purpose of estimating the cost of H. R. 3669. all of the assumptions
of the 1947 valuation were retained except the estimate of future payrolls, and
the effect of work clauses. A change in estimated payrolls is made necessary by
the change in economic conditions and rates of pay in the railroad industry.
As for the fourth valuation, the level payroll used in these calculations has been
derived from studies of estimated future annual creditable payrolls prepared by
the Board’s economic staff. Changes in the work clause allowance are necessary
because of the more restrictive provisions of the bill as applied to employee
annuitants. There is no reason to believe that the studies for the next valuation
will change other assumptions in any material way. All assuinptions remain
reasonably conservative, though probably slightly less so than for the 1947
valuation. ’

Since the task of estimating the costs of H. R. 3669 is more complex than that
for the present Railroad Retirement Act or for other amendments which have
from time to time been proposed or adopted, the resulting level cost estimates are
necessarily subject to some change up or down. The time available would not
have permitted a complete analysis of all the factors involved, even if all necessary
data were available.

A future equivalent level payroll of $5.2 billion is used. The equivalent level
payroll is one figure which is used for all years in-the future. It is a kind of
weighted average of a series of differing future annual payrolls in which the
heaviest weight is applied against the earliest years to take into account the effect
of compound interest. The effect on reserve balances is over the long-range
equivalent ro the results that would be attained if the same flat tax rate were
applied to the varying annual payrolls.

In the 1947 valuation, an equivalent level payroll of $4.6 billion was used.
In that figure, only a slight allowance was made for wage increases in the future,
Such increases have already considerably exceeded the allowance made. More-
over, economic conditions in the railroad industry have been more favorable than
was anticipated and will probably continue so for a number of years. Indications
are that a payroll estimate on assumptions between reasonably high and reason-
ably low at the present time would be a little under $5 billion. This and the
$4.6 bill figures are on taxable compensation not in excess of $300 per month,
H. R. 3669 increases the taxable compensation to $400 per month. The increase
of the taxable payroll to $5.2 billion on the $400 per month base is quite moderate.
A greater increase might be justified, but if made would require such changes in
other assumptions that the net result on tax rate would be minor,

On the basis of these assumptions, the following estimates of costs in terms
of tax rates have been made for the various types of benefits provided by the:
Railroad Retirement Act as amended by H. R. 3669:

Retirement annuities:

A 6. 95
Disability_ _ - _ _ e e e e ——— 3. 00

‘ 9. 95

Spouses’ annuities. . . e 111

Survivors’ annuities:

Aged widows and parents__ .. . e 2.75
Widowed mothers. .. e e 21
Children. _ e 43
Insurance lump SUMS - - -« o e e 42

3. 80

Residual lump sums._ - . - 40

Mazximum and minimum provisions__ .. ___ . oo .20

Total gross benefit oSt~ _ oo oo oo 15, 46
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Net offset:
A. Value of future benefits according to social-security sched-
ule on railroad compensation credited under Railroad Re-

trrement Act__ . .. 6. 27
B. Taxes according to social-security schedule on railroad pay-
rolls after 1950 __ __ _ . __ o 5. 63

€. Excess of accumulated social-security taxes on railroad re-
tirement payrolls in 1937-50 over additional social-se-
curity benefit which would have been’ paid if railroad re-
tirement earnings had been included in definition of

wages” o et e . 40

D. Net value of adjustments with OASI trust fund [A—
B+C)] - e e .24

E. Fundson hand. . _.____ ________ . _____ 1. 22

F. Administrative expenses._. __ _______ . __o______ .13

G. Net offset (D+E—F) oo 1. 33
Total net cost. . __ - e 14.13

AprEnDIX C TOo MINORITY VIEWS

Unrtep STATES OF AMERICA,
RarLroap RETIREMENT Boawrp,
Chicago, Ill., August 21, 1951.
Hon. RoBerRT CROSSER,
Chairman, House Commatiee on Interstate and Foreign Commerce,
New House Office Building, Washington 25, D. C.

Dear Mg. Crosser: This is in response to your letter of August 17, 1951, re-
questing a report on the bill H. R. 3669 as voted out of the House Committee on
Interstate and Foreign Commerce on August 17. In order to distinguish between
the bill' H. R. 3669 as originally introduced, and the substitute bill H. R. 3669 as
voted out hy the committee, as above stated, the former will be referred to here-
inafter as the ““original bill’” and the latter as the ‘‘committee bill.”

During the hearings on the original bill which began on May 15 and ended on
June 6, 1951, the sponsors and opponents of the bill were given the opportuanity
to be heard, and the committee was given the opportunity to examine them.
Since there was no such opportunity with respect to the committee hill, the Board
believes that it would be helpful if a comparison of at least the major provisions
were made between the two hills. :

THE COMMITTEE BILL

The committee hill amends the Railroad Retirement Act as follows:

1. On the retirement level, each of the portions of the annuity factor per year
of service is increased by 15 percent.

2. A corresponding change is made in the minimum annuity provision which
now would come to $4.14 per year of service up to $69 or the ‘“‘monthly compen-
sation,”” whichever is less. Together with item (1) this means that, in effect, all
retirement annuities hereafter awarded would be increased by 15 percent above
the present level.

3. The widow’s annuity and the widow’s current insurance annuity are in-
creased from 75 percent to 100 percent of the employee’s basic amount as defined
in the existing act. The children’s and parents’ benefits are correspondingly
increased from one-half to two-thirds of such basic amount.

4. The maximum survivor amount payable in a month to a family where other-
wise greater than $30 according to the regular formulas is modified to $160 or
two and two-thirds times the employee’s basic amount, whichever is less, or to
$30, whichever is greater. Note that there is no longer any provision to limit the
survivor family maximum on the basis of a certain percentage of the average
monthly remuneration. (Such original maximum feature of 80 percent of the
average monthly remuneration was a relatively ineffective provision which is
pertinent only at the lower earnings levels.) Also, the minimum family survivor
benefit total is increased from $10 to $14. In terms of effective cost, the changes
indicated in this item along with those made in the regular monthly insurance
benefits result in a step-up of 33}4 percent over the existing level.
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5. The lump-sum insurance benefit payable at the time of the insured em-
ployee’s decease where no monthly benefit is otherwise immediately available
1s increased from 8 to 10 times the basic amount.

6. The benefits of this amendment are applied retroactively to-the extent of
increasing all retirement benefits on the rolls by 15 péreent and ‘the survivor
annuities by 334 percent.

The cost of the Railroad Retirement Act, as it would be amended by the
committee bill, would be 14.71 percent of payroll, resulting in a difference of 2.21
percent of payroll between the total tax rate (12.50 percent of payroll) and the
estimated level cost of the railroad retirement system as it would be amended by
the committee bill. Exhibit A attached gives a more detailed analysis of the
cost of the committee bill.

THE ORIGINAL BILL

The original bill provides the amendments to the Railroad Retirement Acts.
which the Board has described in its report to you on that bill, dated April 24,
1951, as follows:

“(1) It provides a generally well-rounded system of retirement and survivor
benefits, * * * [it increases retirement annuities by about 14 percent and
pensions by 15 percent; it provides that if an employee is also entitled to a retire-
ment benefit under the Social Security Act, his railroad retirement annuity shall
be reduced by the amount of the social-security benefit, or the portion of the
annuity based on prior service, whichever is less; it makes substantial increases
in survivor benefits; and it provides spouses’ annuities equal to one-half the
employee’s annuity (but not to exceed $50), when both are age 65 or, when the
spouse is a wife, if she has in her care the employee’s child under age 18].

“(2) It takes cognizance of the fact that the tax rates for the maintenance of
the railroad retirement system are higher than those for the maintenance of the
social-security system and, accordingly, provides not only higher benefits than
under the social-security system, but guarantees in addition that in no case shall
the benefits under the Railroad Retirement Act be lower than the benefits or
additional benefits which would be payable under the Social Security Act if
service covered under the Railroad Retirement Act were ‘employment’ under the
Social Security Act.

“(8) It takes account of the growing disparity between increased wage rates
and -retirement benefits by increasing the creditable and taxable compensation
from $300 to $1400 a month. This increased monthly creditable amount will be:
reflected both in retirement and survivor benefits, and will result in additional
revenue.

“{4) It meets the demand of many railroad workers for the crediting of their
service after age 65 by providing such credit with respect to awards made after
the date of enactment of the bill, even though such service was rendered prior
to such date.

“(5) It meets the demand which has often been made upon the Board by
employees who elected joint-and-survivor annuities, and whose wives predeceased
them to restore the annuity in such cases to the original amount.

“(6) It solves 2 problem which developed since the enactment of the Social
Security Act, and is threatening to become serious. The railroad industry quite
often offers employment to casual workers for short periods of time. These
casual workers do not make raiiroading their careers, so that after working 30
or 40 years in their lifetime, their total work in railroad industry is seldom as
much as 10 years. The problem created by such casual workers is solved by a
provision transferring their benefit rights to the Social Security Act, * * *

“(7) 1t utilizes the savings to the old-age and survivors insurance trust fund,
resulting from the existence of the separate railroad retirement system, * * *
to assist [in] meeting the cost of the increase in benefits.”

The cost of the Railroad Retirement Act, as it would be amended by the
original bill, would be 14.13 percent of payroll, resulting in a difference of 1.63
percent of payroll between the total tax rate (12.50 percent of payroll) and the
estimated actuarial level cost of the railroad retirement system as it would be
amended hy the original bill. Exhibit B, attached, gives a more detailed analysis
of the cost of the original bill.

With regards to the formula for increasing retirement annuities, the two bills
compare as follows:

The committee bill would change the factor of ““2.40” to 2.76”7, “1.80” to
(12‘07,!, and (‘1‘20,! to 1(1‘38"’

The original bill would change the factor of “2.40” to 2.80", ¢“1.80” to ‘‘2.00",
and “1.20” to “1.40.”
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With regard to the formula for increasing minimum annuities, the two bills-
compare as follows:

The committee bill would change “$3.60”’ to ‘‘$4.14’’ and ‘‘$60” to ‘‘$69.”

The original bill would change “$3.60” to ‘“$4.10"’ and “‘$60” to ‘‘$68.”

This comparison shows ciearly that the difference in the formula for in¢reasing’
annuities under the two bills is not such as to warrant the elimination of the-
spouse’s benefits which the original bill contains but which the committee bill
discarded. Moreover, under the committee bill, the retirement annuities of tens.
of thousands of railroad employees (who pay four times as much in taxes as are
paid by employees covered under the Social Security Act) would be less than under
that act because, under that act, the length »f service is not material in determining
the amount of the monthly benefit, but under the Railroad Retirement Act the-
years of service do make a difference in the amount of the annuity. The original.
bill, however, guarantees against the possibility of a railroad employee’s annuity
being less than the benefits he would receive under the Social Security A.ct by pro-
viding that if a retirement annuity is less in amount than it would be if the em-
ployee’s railroad service were covered under the Social Security Act, the annuity
shall be increased to the greater amount. There is no such guaranty in the com-
mittee bill.

Similarly, the original bill makes substantial increases in survivor benefits to-
compensate for the higher taxes paid by railroad employees, and guarantees that.
if such benefits are less than they-would be if railroad service were “employment’’
under the Social Security Act, they shall be increased to the greater amount.
Under the committee bill, however, survivor benefits would be less than those
under the Social Security Act, even though the taxes for the maintenance of the
Railroad Retirement Act are now four times as high as those for the maintenance
of the Social Security Act.

The benefits and the cost of the two bills may well raise the question as to why"
the original bill, the cost of which is less than that of the committee bill, can pro-
vide so much more in benefits, including spouse’s annuities, than the committee:
bill. The answer to this question is to be found in the financing provisions of the
two bills. The committee bill makes no provision whatsoever for the financing of’
the additional costs; while the original bill provides for savings and additional
revenues to the railroad retirement system totaling about $230 million to be-
derived from the following three sources:

Per annum

(1) The $50 work clause (provided for in the original bill but not

in the committee bill) . _ _______________________________ 1 $50, 000, 000
(2) Financial adjustment between the railroad retirement and
social security systems (provided for in the original bill but

not in the committee bill) .. ___________ . ________________ 1100, 000, 000
(3) Change in the taxable and creditable monthly compensation
from $300 to $400 (provided for in the original bill but not

in the committee bill) . _ _ .. _ . _ ... 1 80, 000, 000
Total savings and additional revenues (provided for in

the original bill but not in the committee bill)_ _______ 1 230, 000, 000

1 Approximate.

The Board recommends that no favorable consideration be given to the com-
mittee bill because this bill fails to meet the problems now confronting the railroad
retirement system. Specifically:

(1) The committee bill fails to provide spouse’s annuities. The increase in
retirement benefits is by itself wholly inadequate for a retired employee to support
himself and his wife. If the finances were adequate to permit doing all the other
things that need to be done and also to increase all retirement annuities by, say,
65 percent, one might well consider that as an alternative to providing a spouse’s
annuity. But since such a course is obviously out of the question, the spouse’s
annuity affords a means of doing substantially that in the cases of greatest needs,
i. e., where two people must live on the annuity. Moreover, since the taxes for
the maintenance of the railroad retirement system are now four times as high as
those for the maintenance of the social security system, it is highly indefensible
to deny spouse’s benefits to railroad workers when they are provided for other
workers who pay only one-fourth of the-taxes paid by railroad workers.

(2) The committee bill fzils to recoup the savings of about $100 million which
the social-security system gains from the existence of the separate railroad-retire-
ment system. Those savings are utilized by the original bill to increase benefits
under the Railroad Retirement Act.
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(3) The committee bill fails to recognize the growing disparity between increased
wage rates and retirement benefits by failing to increase the creditable and
taxable compensation from $300 to $400 a month. This failure deprives the
railroad-retirement account .of an-additional $80 -million which could. be used for
increasing benefits under the railroad-retirement system.

(4) The committee bill fails to eliminate the incentive now offered by the 1950
Social Security Act (under which a person in advanced years is eligible for a maxi-
mum old-age insurance benefit of $80 (or $120 if he has an eligible wife) if he works
only 1% years earning $300 a month). Although retirement is ?Igrmissible at age
65, the average retirement age at present is around 68 years. his has resulted
in savings to the railroad-retirement account in two respects: (i) No annuities
have been paid for the 3 years during which annuities could be payable under the
law, and (ii) taxes have been received during the same 3 years from the same
persons who could have received annuities instead. These savings are in danger
of being lost because the conmittee bill failed to adopt the $50 work clause pro-
vided in the original bill. Without this $50 work clause many railroad employees
are likely to find it profitable to retire not only at age 65 (and thus wipe out the
savings above described) but those with 30 years of service would retire in the
early 60’s; and this would place additional burdens on the railroad-retirement
account. The total loss to the railroad-retirement account resulting from the
failure of the committee bill to adopt the $50 work clause is, according to the
Board’s actuaries, 0.96 percent of payroll, or approximately $50 million a year
which could be used for increasing benefits under the Railroad Retirement Act.

(56) The committee bill fails to eliminate the discrimination in the present law
against railroad employees which denies them credit for service after age 65 even
though their compensation for such service is taxable.

(6) The committee bill fails to solve the problem presented to the railroad
retirement system by millions of persons, 85 percent of whom have less than 1
vear of railroad service and all of whom have less than 10 years of railroad serv-
ice, by failing to transfer them to the social security system.

(7) The committee bill fails to recognize the fact that the tax rates for the
maintenance of the railroad retirement system are now four times as high as
those for the maintenance of the social security system by failing to provide
higher benefits than under the social security system, and by failing to guarantee
that in no case shall the benefits under the Railroad Retirement Act be lower than
the benefits or additional benefits which would be payable unddr the Social Se-
curity Act, if service covered under the Railroad Retirement Act were ‘‘employ-
ment’’ under the Social Security Act.

To conclude the comparison between the two bills, the original bill, at less
cost than the committee bill, does meet the problems now confronting the railroad
retirement system by specifically directingBitself to, and by providing with respect
to, all the issues just enumerated. The Board, therefore, again urges the enact-
ment of the original bill.

Due to the urgent request of your committee, time has not permitted sub-
raission of this report to the Bureau of the Budget. When we have received
the comments of the Bureau, we shall forward them to you.

One member of the Board, Mr. F. C. Squire, does not agree with this report
and will later submit a separate statement of his views.

Respectfully submitted.

Winiam J. Kexnepy, Chairman.

Exuisit A

The cost estimate prepared in accordance with the provisions of the committee
bill is summarized in the table below. Except for the adoption of a future as-
sumed equivalent level payroll of $4.9 billion, the basic factors underlying this
estimate are the same as for the fourth valuation of the assets and liabilities of
the railroad retirement system. Included among such factors are the fourth
valuation retirement rates, which have been assumed to remain unchanged,
even though a rise might ordinarily be expected as benefits increase. It should
be noted, of course, that the calculation is made as of December 31, 1950, and is
related to the accrued reserve balance at that time.
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Cost estimate as of Dec. 31, 1950, for benefit provisions of H. R. 3669 (the com-
mittee bilD), as reported out by the Commitiee on Interstate and Foreign Com-
merce

[Based on $4.9 billion payroll and limit on creditable monthly earnings of $300]

Cost as
percent of

Item payroll

A. Retirement benefits____ __ __ . e e 12. 16
1. Age annuities, pensions, and options. _______________________ 8.92
2. Disability annuities payable before age 65__. . ___________. 1. 68
3. Disability annuities payable after age 65 .- _ . _____ 1. 56
B. Survivor insurance benefits_ _ _ ___ . _ e~ 3. 16
1. Aged widows’ and parents’ annuities. - . o ____ ... _____ 2.32

2. Widowed mothers’ annuities____.__ __.__ o ______ .23

3. Children’s annuities._ - __ e .37
4. Lump SUMS. - o o o e e .24

C. Other €oStS_ . - e e . 69
1. Residual payments__ _ ____ . _ ..o __ .55

2. Administrative expenses. _ . - o __ .14

D. Summary:

1. Total gross costs_____ __ . o ____ 16. 01
2. Reduction on account of funds on hand ___.__._ . ____________ 1. 30

3. Net costs_ _ - e 14. 71

Nore—Except for the payroll assumption, all other cost factors and employment assumptions of the
fourth valuation were retained.

ExmBiT B
COST OF THE BILL H. R. 3669 (THE ORIGINAL BILL)

The latest valuation of the railroad retirement account was made as of Decem-
ber 31, 1947. The next will be as of December 31, 1950, but data will not be avail-
able to permit its completion until some time in 1952. For the 1947 valuation,
an extensive study was made of all factors.entering into the cost of the railroad re-
tirement system. These- factors include the rates of retirement of railroad em-
ployees, the rates of disability, mortality rates, withdrawal rates, nonfiling, effect
of work clauses, payrolls, benefit payments, family composition, revenues, and
others. On the basis of these studies, certain assumptions were made. For the
purpose of estimating the cost of H. R. 3669 (the original bill), all of the assump-
tions of the 1947 valuation were retained except the estimate of future payrolls,
and the effect of work clauses. A change in estimated payrolls is made necessary
by the change in economic conditions and rates of pay in the railroad industry.
As for the fourth valuation, the level payroll used in these calculations has been
derived from studies of estimated future annual creditable payrolls prepared by
the Board’s economic staff. Changes in the work clause allowance are necessary
because of the more restrictive provisions of the bill as applied to employee annui-
tants. There is no reason to believe that the studies for the next valuation will
change other assumptions in any material way. All assumptions remain reason-
ably conservative, though probably slightly less so than for the 1947 valuation.

Since the task of estimating the costs of H. R. 3669 (the original bill) is more
complex than that for the present Railroad Retirement Act or for other amend-
ments which have from time to time been proposed or adopted, the resulting level
cost estimates are necessarily subject to some change up or down. The time avail-
able would not have permitted a complete analysis of all the factors involved, even
if all necessary data were available.

A future equivalent level payroll of $5.2 billion is used. The equivalent level
payroll is one figure which is used for all years in the future. It is a kind of
weighted average of a series of differing future annual payrolls in which the heavi-
est weight is applied against the earliest years to take into account the effect of
compound interest. The effect on reserve balances is over the long-range equiva-
lent to the results that would be attained if the same flat tax rate were applied to-
the varyving annual payrolis.
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In the 1947 valuation, an equivalent level payroll of $4.6 billion was used. In
that figure, only a slight allowance was made for wage incieases in the future.
Such increases have already considerably exceeded the allowance made. More-
over, economic conditions in the railroad industry have been more favorable than
was anticipated and will probably continue so for a number of years. Indications
are that a payroll estimate on assumptions between reasonably high and reason-
ably low at the present time would be a little under $5 billion. This and the
$4.6 billion figures are on taxable compensatjon not in excess of $300 per month.
H. R. 3669 (the original bill) increases the taxable compensation to $400 per month.
The increase of the taxable payroll to $5.2 billion on the $400 per month base is
quite moderate. A greater increase might be justified, but if made would require
such changes in other assumptions that the net result on tax rate would be minor.

On the basis of these assumptions, the following estimates of costs in terms of
tax rates have been made for the various types of benefits provided by the Rail-
road Retirement Act as amended by H. R. 3669 (the original bill):

Retirement annuities:

Age oo 6. 95
Disability . - _ - - 3. 00
— 9.95
Bpouses’ annuities_ - _ . _ . ___._____ 1.11
Survivors’ annuities:
Aged widows and parents. ... ________________.____.______. 2.74
idowed mothers. __.__.________ e e e e .21
Children_ _ _ e .43
Insurance lump sums_ _ _ o _ oo __. 42
— 3.80
Residual lump sums_ _ . ___.._.__ .40
Maximum and minimum provisions____ __ . ____________._________..___. .20
Total gross benefit cost____ . __ ... 15. 46
Net offset:
A. Value of future benefits according to social security schedule
on railroad compensation credited under Railroad Retire-
ment Act_ . e 6. 27
B. Taxes according to social security schedule on railroad pay-
rolls after 1950_ _ - ____ ... 5. 63
C. Excess of accumulated social security taxes on railroad
retirement payrolls in 1937-50 over additional social
security benefit which would have been paid if railroad
retirement earnings had been included in definition of
Wages e .40
D. Net value of adjustments with O ASI trust fund [A-(B+C)]_.. .24
E. Fundson hand___ . ___ . _____________________________ 1. 22
¥. Administrative expenses__ .. . _ .. . _____o.______ .13
G. Net offset (D+E—F) __ e 1. 33
Total net cost___ . ooo_- 14. 13

AppEnpIx D 10 MIiNORITY VIEWS

ExEcurivEe OFFICE OF THE PRESIDENT,
Bureau oF THE BubpceT,
Washington 25, D. C., August 9, 1951.
Hon. RoBERT CROSSER,
Committee on Interstate and Foreign Commerce,
House of Representatives, Washinglon 25, D. C.

My Dear Mr. Crosser: I have been advised that the criticisms of H. R. 3669
offered in the Bureau’s letter to you of May 22, 1951, have been interpreted as
opposition to granting the benefits proposed in the bill.

n the interest of clarifying our position, I wish to advise you that while the
Bureau believes that the defects which we see in H. R. 3669 are valid and while
we believe that there is a simpler and more equitable way, and incidentally a less
expensive way, to provide the benefits contained in the measure, we recognize
that these are matters for consideration by the Congress. We also recognize that
it may be impracticable to give attention-to these problems at this time. We-do
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not deny the need for, nor have we ever opposed, an increase in benefits or the
new benefits provided. Of particular importance are the increase in wage base
and the provision of spouses’ benefits.

In the long run, the interests of the railroad workers would be better served by
basie coverage under the OASI system and with additional benefits payable from
the railroad retirement system. Until such time as this end can be brought
about, we agree that additional benefits of the kind proposed in H. R. 3669 are
needed and if the Congress believes that they can be equitably given by the enact-
ment of H. R. 3669, we do not wish to object to passage of the bill, subject to one
condition. We cannot recommend passage of the measure unless it provides for
current transfers between the OASI and railroad retirement systems in whichever
direction is necessary, presumably in most cases from railroad retirement to OASI,
in order to pay for the costs of the transfers that occur between the two systems.
It is certain that an immediate cost to the OASI trust fund will result from the
enactment of those provisions in H. R. 3669 which call for the payment of bene-
fits from the OASI trust fund for railroad workers with less than 10 years’ service
in the railroad industry.

Sincerely yours,
F. J. Lawron, Director.

FEDERAL SECURITY AGENCY,
Washington 25, August 13, 1951.
Hon. RoBERT CROSSER,
Committee on Interstate and Foreign Commerce,
House of Representatives, Washington 25, D. C.

Dear Mg. Crossgr: On August 9, Mr. Lawton, Director of the Bureau of the
Budget, wrote you regarding H. R. 3669, in reply to your letter of August 7.

The Federal Security Agency is in accord with the views expressed by the -
Bureau of the Budget.

Sincerely yours,
Joun L. THURSTON,

Acting Adminastrator.

AppenDix E 10 MinoRiTY Views

WasHINGTON, D. C., September 13, 1951.
Hon. RoBErT CROSSER,
Chairman, Commiattee on Interstate and Foreign Commerce,
House of Representatives, Washington 25, D. C.

Dear Mg. Crosser: Please refer to the report of the Railroad Retiremen t
Board, dated April 24, 1951, on the bill H. R. 3669 as introduced by you. Exhibit
B of that report shows that the cost of the Railroad Retirement Act, as it would
be amended by the bill, would be 14.13 percent of payroll based on a $400 maxi-
mum monthly compensation and a $5.2 billion payroll. (The ¢“14.13” figures
were later changed to ‘*14.12.")

At the time exhibit B was prepared, it was believed that the increase in the
maximum taxable monthly compensation from $300 to $400 would add
$300,000,000 annually to the $4.9 billion payroll which is based on the present
$300 maximum monthly compensation. Recently, however, two separate investi-
gations, one made by the Board’s Office of Director of Research, and the other
by the Association of American Railroads, disclosed that the increase in the
maximum monthly compensation from $300 to %400, as proposed in the bill,
would add to pavrolls $600,000,000 annually, so that the cost calculations of the
bill should have been based on a $5.5 billion payroll instead of $5.2 billion.

In view of this recent development, the Board’s actuary has recalculated the
cost of the bill on the basis of the $5.5 billion payroll and has prepared a new table
for exhibit B, hereto attached. As shown by this new table for exhibit B, the
cost of the Railroad Retirement Act, as it would be amended by the bill H. R.
3669 as introduced by you, would be 13.90 percent of payroli.

The Board therefore requests that this letter be published in the committee
reports with a notation that the figures ““14.13” or ‘‘14.12,” wherever they refer
to the cost of the act as it would be amended by the bill, should be read as “13.90.”

This letter is on behalf of the majority of the Board; one member of the Board
will send you his own comments within a few days.

Sincerely yours,
WiLLiam J. KeEnNNEDY, Chairman.
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New TasLe ror ExmisiTr B

Costs of benefits under H. R, 3669 and 8. 1347, based on a $5.5 billion payroll
assumption and a $400 mazximum monthly compensalion

Cost as
percent of
Item , payroll
A. Railroad Retirement Board benefits and administrative expenses_.__. 15. 28
1. Age annuities, pensions, and options_ ._._____._____.______ 6. 81
2. Disability annuities payable before 65._______________ _____ 1. 59
3. Disability annuities payable after 65. ________.____________ 1. 35
4. Wives’ benefits_ . ... 1. 09
5. Aged widows’ annuities. .. _____________________ 2. 69
6. Widowed mothers’ annuities__ - . ___________.______ .21
7. Children’s annuities—__ . _ . ool .42
8. Insurance lump sums_.___ __ . _______ . ___._ .41
9. Residual payments_ .. __ .ol . 39
10. Allowance for maximum and minimum provisions.__...___._ . 20
11. Administrative expenses._ . .. oo .12

B. Benefits according to social-security formulas based on compensation
and wages for cases adjudicated by the Railroad Retirement Board. 6. 20

1. Employee retirement benefits_____________________________ 3. 65
2. Wives’ benefits___ .. _ L __.__ . 58
3. Survivor benefits_ _ _ _ ___________ L ____. 1. 97
C. Social-security benefits based on wages alone for cases also adjudicated
by the Railroad Retirement Board__ _ . _______________________.__ .63
1. Employee retirement benefits..________._______._ [P . 54
2. Wives’ benefits_ . _ ____ L ____ . 09

D. Excess of social-security taxes on railroad payrolls during 1937-50 over
additional social-security benefits which would have been payable if
railroad earnings were credited___ _ _____ ________________________ .

Social-securitv taxes on railroad payrolls after 1950_. . _______.__.___ 4. 96

Funds on hand . 1. 16

G. Summary:
1. Railroad Retirement Board benefits and administrative ex-

el

penses (A) .. oo o e 15. 28
2. Reimbursements from OASI. (B—C)_ . __ . ____ __________._._ 5. 57
3. Amounts due OASI (D+E)____ __ o ___ ‘5. 34
4. Funds in railroad account (F)_.______________ S P 1. 15
5. Net costs ((1)+(3) —(2) — (4)) ce o oo oo e 13. 90

Source: Actuarial Division, Railroad Retirement Board, Office of Director of Research.

Ra1LRoAD RETIREMENT BoARD,
Chicago, Ill., September 14, 1951.
Hon. RogerT CROSSER,
Chairman, House Commitiee on Interstate and Foreign Commerce,
New House Office Building, Washington 25, D. C.

DeaR MR. CrosseR: In Mr. Kennedy’s letter to you dated September 13, 1951,
on behalf of the majority of the Board, concerning H. R. 3669 as introduced by
you, he kindly mentioned in the last paragraph that one member of the Board -
(myself) would send you his separate comments, which I respectfully submit
below. :

The $5.5 billion future payroll mentioned in Mr. Kennedy’s letter assumes a
reduction of only about 10 percent in the number of railroad employees in the
future. Looking at what has occurred in the recent past we find that the average
number of employees of class I railroads during the 1920’s was 1,750,000. During
the last 3 years, 1948-50, the average number has been 1,249,000, a reduction of
28 percent, despite the fact that traffic units have increased from an average of
475 billion during the 1920’s to an average of 656 billion for the last 3 years.
This 28 percent reduction in number of employees has occurred in only 25 years.
The $5.5 billion estimate certainly does not allow for a reduction in the number of
employees in the future consistent with past experience.

Respectfully submitted.

F. C. SquIRrg, Board Member,



ADDITIONAL MINORITY VIEWS

Our study of H. R. 3669, as originally introduced, and of the evidence
in support of it, convinced us that it was a carefully prepared, inte-
grated, and sound means of providing admittedly critically needed
relief to the beneficiaries of the Railroad Retirement Act.

We. share the unanimous determination of our colleagues on the
cominittee that this relief should be provided as soon as possible.

But we believe also in the fundamentel principle that the solvency
of the Retirement Fund must be maintained. From the inception of
the Railroad Retirement System, it has been axiomatic that the
benefits paid must be measured in terms of the revenues provided.

The bill reported by a majority of the committee violates that
principle. If adopted, it would result in depletion of the Fund and
its ultimate insolvency. Since the bill was reported a further report
has been made on it by a majority of the Railroad Retirement Board.
The following excerpt deals with the cost and revenue factors of the
committee bill:

The cost of the Railroad Retirement Act, as it would be amended by the com-
mittee bill, would be 14.71 percent of payroll, resulting in a difference of 2.21
percent of payroll between the total tax rate (12.50 percent of payroll) and the
estimated level cost of the railroad-retirement system as it would be amended
by the committee bill.

Stated in terms of dollars, based upon an estimated future annual
taxable payroll of $4.9 billion, this would bring the following results:

Estimated cost of committee bill_ . _________ . __________.__._ $720, 790, 000
Estimated annual income____________________________________ 612, 500, 000
Estimated annual deficit. .. ________ . ___.______________ 108, 290, 000

The obvious result would be exhaustion of the present balance of
the Fund, $2.3 billion, in a little over 22 years. Such a result would
be tragic.

On the other hand, H. R. 3669, in its original form, through the
savings and the additional revenue provided, gives proper considera-
tion to the principle of solvency. This would be through three pro-
visions, which are not contained in the committee bill, as follows:

(1y The $50 work clause.__ .. _________________________.__._.. 1 $50, 000, 000
(2) Financial adjustments between railroad retirement and social-
security systems. ______ _______ ________________________ 1 100, 000, 000
{3) Changes from $300 to $400 in taxable and creditable monthly
compensation. .. . ____ . ____.______.. 1 80, 000, 000
Total annual savings and increased revenue_________ --~ 1230, 000, 000
1 Approximat_ely.

It is reliably estimated that the end result would be an increase of the
reserve to approximately $7.6 billion in between 15 to 20 years and
then a stabilization at a’level of approximately $7.5 billion.

In addition to this fundamental defect in the committee bill, it fails
to meet or to deal with several pressing inequities which H. R. 3669,
as originally introduced, does.
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Nearly all widows and other survivors, including orphans, would re-
ceive less under the committee bill than would be the case had the em-
ployee been under the Social Security System. H. R. 3669, as origin-
ally introduced, would guarantée that all such benefits would be
equal to the amounts which would have been paid under the Social
Security System. Under the provisions of H. R. 3669, as originally
introduced, there would be increases from 60 to 75 percent. In
contrast, the committee bill provides for only a 33}%-percent increase
in these annuities. Survivors did not receive the 20-percent increase
in 1948 provided for other annuitants.

Enactment of the committee bill, with its flat percentage increase,
would fall far short of meeting one of the most compelling cases under
the Railroad Retirement System. Today surviving widews are
receiving an average of $29.68 monthly. Anincrease to $39.57, under
the committee bill, constitutes no real relief. The average dependent
child is receiving $17.18 a month. An increase to $22.90 can hardly
be described as adequate relief.

Since railroad employees are paying taxes into. the Fund four times
higher than employees covered by the Social Security System, we
submit it is simple equity to make this adjustment.

The committee bill would result in lower payments to thousands of
annuitants and pensioners than would be the case under H. R: 3669, as
originally introduced. This is by reason of the guaranty referred to in
the preceding paragraphs.

The committee bill eliminates the spouse’s benefit provision con-
tained in H. R. 3669, as originally introduced. This would result in an
allowance of one-half of the retired employee’s annuity monthly to the
living spouse up to a maximum of $50. This would be a significant
increase in the income which would be available immediately to the
retired employees. We believe this is a sorely needed adjustment.

Many railroad employees who have retived, or - who will retire soon,
will have done so some years after reaching the retirement age of 65.
Many of these men patriotically continued to work during World
War II as their contribution to the defense of their country. Mauy
were also forced to continue to meet the high cost of living. However,
these years of service after 65, when generally higher earning rates
have prevailed, are not included when their annuities are calculated.
Obviously, this means a lower average earnings base, as the annuities
will have been computed by using lower income received years ago
rather than higher incomé received of late. H. R. 3669, as originally
introduced, proposed to give credit for years worked even after the
age 65. The committee bill makes no provision for these employees.

Many railroad employees, either through the present higher level
of income or through advancement within the railroad service, have
had or will have had upon retirement some monthly earnings in
excess of $300. Under present law, they cannot use amounts over
$300 to “average up’ the earlier months when they earned less than
that amount. H: R. 3669, as originally introduced, attempted to
attack this problem by increasing the base used in annuity computa-
tions from $300 to $400, thus permitting the higher earnings of today
and the future to offset the lower earnings of earlier years. The
committee bill is silent as to this problem.
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In recapitulation, we believe:

1. Because of the type of formula contained in H. R. 3669 as origi-
nally introduced, foruse in computing annuities, benefits in future years
will automatically be substantially larger than those now provided
since they would be based on today’s higher level of railroad earnings.
To the degree that such earnings are in keeping with the present and
probable higher living costs, the discrepancy between the amounts of
benefits and the costs of living will diminish.

2. The most pressing need 1s of those who must meet today’s living
costs with annuities computed largely on yesterday’s level of earnings.
Failing any change in the formula which takes into account the differ-
ence between yesterday’s and today’s level of earnings, those who are
in need today may be afforded some relief through (@) a change in the
percentage factors used, such as survivors; (b) an additional allowance
for a living spouse; and (¢) a guaranty of benefits at least equal to those
received by beneficiaries under the Social Security System.

3. To the extent that experience in the operation of the system has
shown and shows that benefits may be increased and that the fund will
continue to be maintained solvent, all annuities should be incroased.
This can be done through change in percentage factors in the formulas
as provided in H. R. 3669, as originally introduced.

4. We believe that these basic requirements, as well as a number of
others which we have not attempted to discuss in detail, are ap-
proached in H. R. 3669, as originally introduced. It represents a
well-thought-out and integrated program to provide for needs while
also meeting revenue requirements to maintain the integrity of the sys-
tem, and we recommend that it be supported.

JouN W. HeseLTON.
Hvuceu D. Scorr, Jr.
Joun B. BENNETT.

O



Union Calendar No. 298

82p CONGRESS
1sT SEssioN 3 6 6 9
[ ] [ ]

[Report No. 976]

iN THE HOUSE OF REPRESENTATIVES

Aprin 12, 1951
Mr. Crosser introduced the following bill; which was referred to the Com-
mittee on Interstate and Foreign Commerce
SeprEMBER 19, 1951
Reported with amendments, committed to the Committee of the Whole House
on the State of the Union, and ordered to be printed

[Strike out all after the enacting clause and insert the part printed in italic]

A BILL

To amend the Railroad Retirement Act and the Railroad Retire-

ment Tax Act, and for other purposes.
1 Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
amended; is amended by substituting in the last sentenee of
for the phrase “fiftyfour” and by adding after subseetion
{p} thereof & new subseetion as follows:
10 amended in 19502
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Se: 2. Subseetion {a) of seetion 2 of the Railrond
Retirement Aet of 1957 as amended; is amended by insert-
ing in the first sentenee thereol; after “ennetment date;” the
following: “and shall have completed ten years of serviees;
by inserting in the Srsh sentenee of paragraph b of seid sub-
and siiking oub all of that sentence following thab phrase;
and by striking eut the next to the last sentenee of sueh

SEe. 3. Subseetion {e) of seetion 2 of the Railrond
Retirement Aet of 1937 as amended; is amended by sub-
months™ |

SBe. 4. Subsection {d) of section 2 of the Railrond
Retirement Aet of 1937 as amended; is amended by insert-
changing the period ot the end of the first sentenee to &

i) is reeeiving an ennuity under paragraph 15 2 or 3 of
subseetion {&); or under paragraph 4 or & thereof after
atteining age sixtyfive; is under the ege of seventyfive;
and shall earn meore than $50 in Swages” or be charged with
i) is reeciving an annuity under paragreph 4 or & of sub-
seetion (&) is under the age of sixtyfive; and shell earn
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moere than $100 in Swages’ or be charged with more then
$100 in ‘net earnings from self-employment™”

SEe: 5: Seetion 2 of the Railroad Retirement Aet of

“{e} For the purpese of this seetion and of subseetion
4} of seetion 5; “wages” shall mean wages as defined in see-
tion 200 of the Secial Seeurity Aet; without regard to sab-
seetion {&) thereof: and ‘net earnings from selfemployment’
shell be determined as provided in seetion 211 {a) of the
Seeial Seeurity Aet and charged to eorrespend to the provi
stons of seetion 203 (e} of that Aet:

“8) SrotsE's Avrry—The spouse of an individual;
e

ander subseetion {a} or & pension under scetion 6 and

hes attained the age of 65; and

“(ii)} sueh speuse has attained the age of 65 oF;

in the ease of & wife; has in her eare {individuslly or

jointly with her husband)} a ehild whe; if her hushand

were then to die; would be entitled to & ehild’s annuity

under subseetion (e} of seetion b of this Aet;
shall be entitled t0 & spouse’s annuity equal to ene-half of
Provided; however; Thet i the annuity of the individual is
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awarded under paragraph 3 of subseetion {a); the spousels
anntity shall be eomputed or recomputed as though suech
mndividual has been awarded the annuity to whieh he would
have been entitled under paragraph 1 of said subseetion:
Provided further; Thet any speuse’s annuity shall be redueed
by the amount of any annuity and the armount of any monthly
nsursnee benefit; other than o wife’s or husband's nsaranee
benefit; to whieh such spouse is entitled; or on proper apph-
eation would be entitled; under subseetion {a) of this section
or subseetion {d} of seetion B of this Aet or section 202 of
the Seeial Seeurity Aet; exeept that i sueh speuse is dis-
entitled to & wife’s or husband’s insuranee benefit; or bas had
such benefit redueed; by reason of subseetion (k) of seetion
202 of the Secial Seeurity Aet; the reduction pursaant to this
S&bsee&eﬂshaﬂbeeﬂlymme&meuﬁ%bywhieh&&ehspeﬂsels
or hasband’s insurance benefit to whieh such spouse would

“Hg) For the purposes of this Aet; the term ‘spouse’
shel mean the wife or hushand of & retirement annuitant or
pensioner whe (i) was married to sueh annuitant or pen-
stoner for & period of not less than three yesrs immediately
preceding the day on which the applieation for a spousels
annuity is filed; or is the parent of such ennuitant’s or pen-
stoper’s son or daughter; if as of the day en which the
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appheation for a speuse’s annuity is filed; sach wife or hus-
band and sueh annuitent or pensioner were members of the
same heusehold; or sueh wife or husband was reeeiving
townrd her or his support; or suech annuitent or pensioner has
been ordered by any eourt to contribute to the suppext of
sueh wife or hushand; and (i) in the ease of a hushand;
was reeeiving at least onehalf of his suppert frem his wife
at the time his wife’s retirement annuity or pension began-
shell; with respeet to any month; be subjeet to the same
provisiens of subseetion {(d} with regard o serviee; Swages
and ‘net earnings from self-employment’ as the individual’s
payeble for any month i the mdividual’s annuity is not pay-
able for such month {or; in the ease of & pensioner; would
not be payable i the pension were an annuity) by reason of
the provisions of said subseetion {d}= Such spouse’s annuity
shall eease at the end of the month preceding the menth in
ease of & wife under age 65; she no longer has in her eare 8
ehild wwhe; i her husband were then to die; svould be entitled
to an annwity under subseetion (e} of seetion b of this Aet™



w

[

© W =1

10
11
12
13
14

16
17
18
19
20
21
22
23
24
25

6

Retirement Aet of 1937 as arnended; is amended by cbang-
ing “2.40” to Y280 ‘1.80” to “2.007 and £1:202 te
£1.40”; and by striking out the phrase “next $156” end
sabstitating for said phrase the following: “remainder of his
‘monthly eompensation

Sue: ¥ Subseetion (b} of seetion 3 of the Railrond
Retirement Aet of 1937 as amended; is amended by sub-
stituting {n each instanee i the parenthetic phrase of
by shiking out ol of paragraph {4) and inserting in len
and the annuity of his spouse; # any; shall be redueed; be-
ginning with the month in which saeh individual is; or on
proper appleation world be; entitled to an old age msuranee
benefit under the Seeial Seeurity Aet; as follows: (i) in the
of such annuity whieh is based on his years of service and
eompensation before 1987 or by the amount of sueh old
age insuranee benefit; whichever is less; (i) in the ease of
saranee benefit; and (i) in the ease of the spouse’s annuity;

Sre: 8: Sabseetion (e} of seetion 3 of the Railrosd
Retizement Act of 1937, as amended. is amended by insert-
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“hrough the enlendar year 1951 and in exeess of $400
thereafter, =

See: 9 Subseetion {e} of seetion 3 of the Railroad
Retirement Aet of 1937 as amended; is amended by strildng
out the phrase “and noet less than five years of serviee™s by
chenging the phrase “subseetion 2 {a} {3}~ to “seetions
2 {&} 3 or 3 {b} {4)*; by chenging “$3-60~ to “$41075
and “$607 to “$68”% and by changing the period at the end
of the subseetion to & eolon and inserting after the eolon the
in which an snnuity scertes and is payable under this Aet
the annuity to which an employee is entitled under this Aet
{or would have been entitled exeept for a reduetion pursu-
ant to seetion 2 {a) 3 or a joint and surviver eleetion); to-
gether with his or her speuse’s annuity; H any; or the total
employee; is less than the amount; or the additionsl amoeunt;
which would have been payable to all persons for such month
partially insured individuals to be fully end ewrrently in-
sared; respeetively; and disregerding any pessible dedue-
employee’s serviee as an employee after December 31; 1936;
were ineluded in the term ‘employment’ as defined in that
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Aet and quarters of eoverage were determined in accordanee
with seetion & {1} {4} of this Aet; sueh annuity or amnui-
ties; shall be inerveased Ppropertionsately to a total of sueh
smount or steh additional amount"
thereof:
Retirement Aet of 1937, as amended; is amended by redesig-
nating ib as subseetion {h)=

Sre: 12: Subseetion {a) of seetion 5 of the Railrond
ing “wnd Widowers? afior “Widow's”; by inserting “or
widower” after “widow’; by inserting “or his? after “her’;
the phrase “an annuity for emch month equal to three-
the month preceding the employee’s death the spouse of
sach employee was entitled to & spouse’s annuity under sub-
annuity shell be inereased to sueh greater amount’

See: 13- Subseetion (b} of seetion 5 of the Railroad
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to three-fourths of the employee’s basie amount” the follow-
That i in the month preceding the employee’s death the
spouse of such employee was entitled to o spouse’s annuity
under sabseetion (£ of seetion 2 in an aneunt sreater than
anee appuity shall be inerensed to sueh greater ameunt’

See: 14: Subsection {e} of seetion 5 of the Railread
Retirement Aet of 1937; as amended; is amended by substi-
tuting for the phrase “an annwity for each month equal
to ene-half of the employvee’s basie amount” the following:
i the employee is survived by more than one ehild entitled
to an annuity hereunder; each sueh ehild’s annuity shall be
{1} two-thirds of & surviver’s insuranee annuity plas -(i)
one-third of a surviver’s insaranee annuity divided by the
nwmber of such ehildren’™

- Sme: 15: Subsection {d) of seetion 5 of the Railroad
Retirement Aet of 1937 as amended; is amended by insert-
for the phrase “an annuity for each month equal to one-half
of the empleyee’s basie amount” the phrase “a survivers

H.R.3669—2



o) b=t

S Ot W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

10

See: 16: Subseetion {6 of seetion 5 of the Railroad
Retirement Aet of 1937; as amended; is amended by striking
out all after the phrase “svhese death’ and substituting the
following: “the smme two or meore ehildren are entitod to
annuities for a month under subseetion {e}; any appleation
of ench sueh ehild shall be deemed to be filed wwith respeet
to the death of enly that ene of sueh employees from whem
mey be derived & surviver’s insuranee annuity for ench ehild
under subseetion {e) in an amount equal to or in exeess
of that svhiech may be derived from any other of sach

Sge: +7- Subseetion (£} {1} of seetion 5 of the Railroad
Retirement Aet of 1937 as amended; is amended by insert-
g 5 widower” after the word “widow? wvhere this svord
first appears; by substituting in the first sentenee “tsvelve
times the surviver’s insurance annuity” for Leicht times the
employee’s basie amount’’s by inserting after the first sen-
tence thereof the following: “Upon the death; on or after the
first day of the month next following the month of enaetment
hereof; of & completely or partially insured employee whe
will have died leaving o widow; widesver; ehild; or parent
who svould on proper applieation therefor be entitled to an
anntity under this seetion for the menth in which saeh death
oceurred; there shall be paid & lamp sam of four times the

SHEVIVOFS insurRnee annuity to the person or persens in the
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order provided in this paragraph’’; by inserting before
“Swould” in the fourth sentenee thereof the following: “of
i thet sentenee “widower;?2 after the word “widow;” wher
ever it appears; and by substituting in thet sentenee the
phrase “eight times the surviver’s insuranee annuity™ for the

SEe: 18- Subseetion (£} {2} of seetion 5 of the Railroad
Retirement Aet of 1937 as amended; is amended by insert-
ing < widower;? after the word “swidew? wherever this word
appears; by inserting “or her” after the words “his” and
“£$300~ the following: “through the ealendar year 195+ and
$4060 thereniter™; by inserting immediately before 5 or to
other™ in the first sentenee the following: * and to others
ing the peried at the end of said subseetion to & eomma and
by inserting after the eomme the following: “exeept that
the deductions of the benefits paid pursuant to subseetion
k) of this seetion; under seetion 202 of the Seeial Seeurity
Aet; during the life of the empleyee to him or to her and
to others deriving from him or her; shall be Limited to sueh
portions of such benefits as are payable solely by reason of
pursuant to said subseetion -}
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See: 19: Subsection {g) {2) of seetion 5 of the Rail-
road Retirement Aet of 1937 as amended; is amended to

22 K an individual is entitled to more than one an-
wuity for & month under this seetion; such individual shall
be entitled only to that ene of sueh annuities for a month
which is equal to or exeeeds any other sueh annuity: H an
individual is entitled to an annuity for a month wnder this
seetion and is entitled; or svould be so entitled on proper ap-
phieation therefor; for sueh month to an insaranee benefit
under seetion 202 of the Seeinl Seeurity Aet; the annuiby
of saeh individual for such month under this seetion shall be
only in the armount by whieh i exeeeds sueh nsuranee bene-
fit: I an individual is entitled to an annuity for a menth
under this seetion and alse to a retirement annuity; the an-
auity of sueh individual for a month under this seetion shall
be only i the amount by which i exeeeds such retirement

SEE: 20: Subsection (h) of seetion 5 of the Railroad
Retirement Aet of 1937; as amended; is amended to read
as follows:

“Ah) Maximum end IMinimem Annuity Totals—
Whenever neeording to the provisions of this seetion the
total of annuities payable for & month with respeet to the
death of an employee; after any adjustment pursuant to sub-
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seetion {g£) {2} and after any deduections under subseetion
)5 is mere than $40 and exeeeds an amount equal to 23
times & surviverls imsuranee annuity; sweh total of annuities
shall; subjeet to the provises in subseetion (e} of seetion 3
and in subseetions {e) and (b} of this seetion; be reduced
proportionately to sueh amount or to $40; whichever is
grenter: Whenever aeeording to the provisions of this see-
tion the total of annuities payable for & month with respeet
to the death of an employee is less then $20 sueh total shall;
prior to any adjustment pursaent to subseetion (g} {2}
and prior to any deduetions under subseetion (i} be -

ereased propertionately to $20
Sme: 21 {a) Subseetion (i} of seetion b of the Rail-
road Retirement Aet of 1937 as amended; is amended by
striking out sabdivision (i)} of paragraph {3} and imsert-
45} is under the age of seventyfive and wwill have
earned more than $50 in “wages: er will have been
charged with more than $50 in ‘net earnings from self-
b} Sueh subseetion (i} is further amended by strik-

division {iv} as subdivision (i)~
Sme: 22: Subseetion {§) of seetion 5 of the Railread

H.R.3669—3
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Retirement Aet of 1937 as amended; is amended by stril
ing out all of the third sentence thereof after the phrase
“the month i which” {inelading the provise); and sub-
stituting the following: “eligihility therefor was otherwise
aequired; but not earlier than the first day of the sixth
month before the month in which the applieation was fled

See: 23: {a) Paragraph (1) of subseetion {k} of see-
tion 5 of the Railroad Retirement Aet of 1937 as amended;
is amended by inserting “{i)” after the svord “determining?
ahd by inserting in said paragraph after the word “Aet?
where it first appears the following: “to an employee whe
will have eompleted less than ten years of serviee and to
others deriving from him or her during his or her life and
with respeet to his or her death; and lump-sum death pay-
meﬂ%swi%hmspee%te%heée&thefs&ehempleyee;&ﬁd-éﬁ-
insarance benefits with respeet to the death of an employee
whoe will have eompleted ten years of serviee’; by striking
i seid paragreph after “19477 the following: “to & widow;
parent or sarviving ehildy’; by inserting before the werd
~oecurring”” the phrase “of sueh an employee; by inserting
after the phrase “such date” the following: “and for the
pﬁpﬁsgse%seeﬁeﬁ%@%ei%ha%éce#gbysabsﬁ%&ﬁﬁgi&saéé
poragraph “210 {a} 410)2 for 2200 {b) {9)7; and by
inserting at the end of sueh paragraph {1) the follewing
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pursusnt to this paragraph to serviee as an employee; all
service as defined in seetion 1 (e} of this Aet shall be
deemed to have been performed within the United States™

b} Paragraph {2} of the said sabseetion & is
amended by ehanging 19502 to “1956™5 by inserting
“and in administering the provise in scetion 3 {e} of this
Aet™ by substituting “Federal Security Administrator for
paragraph {2} all after the phrase “such legislative ehanges
as” and substitating the following: “svould be neeessary te
plaee the Federal Old Age and Survivers Insurance Trust
Fund in the same position in which it would have been #
serviee 88 an employee after Deeember 31; 1936; had been
ineluded in the term ‘employment’ as defined in the Seeial
Seeurity Aet and in the Federal Insurance Contributions
Aot

Sse: 24 {a} 1) Paragraph (1) of subsection {1}
of seetion 5 of the Railroad Retirement Aet of 1937% as
ﬁimde%i,ﬂwhefe%hiswdﬁ%st&ppe&fs;byw%smmﬂg
“216 {e}s {e) and {e}* for 209 {3 and {5 and by
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{2} The said paragraph {3} is further amended by

striking oubt subdivision (i) thereof and inserting in lew
of sueh subdivision the following:

L6y & Svidow? o Swidower? shall have been living
with the employee at the time of the employee’s death;
& widower shell have reeeived at least ene-half of his
support from his wife employee at the time of her death
ot he shall have reeeived at least one-half of his support
from his wife employee at the time her retirement an-
naity or pension beean: For the purposes of subseettons
b} and (i) ) (i) of this seetion; the term ‘widow”
shall inelude & woman who has been divoreed from the
employee if she {2} is the mother of his son or daughter;
{8} legally adepted his son er daughter while she was
married to him and while sueh son or danghter was wnder
the age of eighteen; or {6} was merried to him ab the
time both of them legally adopted & child under the age
of eichteen; and i she reecived from the employee
{pursuant to agreement or eourt order) ab least one-
half of her support at the time of the employee’s death;
and the ehild in her eare referred to in subseetion (b}
is the child deseribed in elauses {a); {B}; and e}
entitted to & surviver’s insursnee annuity under sub-
seetion (e} with respeet to the death of such employees™
3} The said paragraph 1) is further amended by
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inserting in sabdivision (i) after the phrase “sueh death”
the felosving: “by other then o step parent; grand parent;
aunt or unele’ by substituting in sabdivisien it} for the
phrase “shall have been swholly dependent upon and sup-
perted at the time of his death by the phrase “sheall have
reeerved at least onehalf of his support from’; by changing
the semiecolon after the phrase “s elaimed™ in said subdbv-
ston (i to & period and striking out the portion of the
sentenee follosving that phrase:

{4) Paragraph {3 of the snid subseetion {1} is far-
ther amended by substituting for all the matter whiek fol-
lows subdivisten (i) the feHeswing: “A Svidow? er Swid-
ovwer” shall be deemed to have been lving with the employee
if the eonditions set forth in seetion 216 {h) {2} or {3)5
svhiehever is applieable; of the Seeial Security Aet are fal-
filed: A ‘ehild’ shall be deemed to have been dependent
upon & parent i the eonditions set forth in seetion 202 {d)
135 H4); or {5} of the Secial Seeurity Aet are fulfilled
{& partielly insured mether being deemed eurrently in-
sured)~ In determining for purposes of this seetion and
subseetion (g} of seetion 2 whether an applieant is the wife;
busband; widew; widewer; ehild or parent of an employee
as elaimed; the rales set forth in seetion 246 {h} 1) of

(b} Paragraph {4} of subseetion (B of seetion 5 of
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the Railread Retirement Aet of 1937F as amended; i
amended by mserting after the table the felleaving: “H upon
eomputetion of the eompensation quarters of eeverage in
accordanee with'the abeve table an employee is found to
laek & eompletely or partindly imsured status svhieh he wonld
Lave ¥ eompensation paid in & enlendar year wvere presurned
to have been paid in equal propertiens with respeet to all
months in the year in which the employee will have been
i service as an employee; sueh presumption shall be made

e} Poregraph {6)- of subseetion {1} of seetion 5 of
the Railroad Retivement Aet of 1937 as amended; s
pmended by striking _g&\r- after 42092 and by inserting
after the word “Aet’; the followwing: & and; in addition
i} ‘self-employment ineome’ as defined in seetion 244 by
of that Aet and (i) wages deemed to have been paid under
Seetion 247 {a} of that et on necount of military serviee
whieh is not ereditable under seetion 4 of this Aet’:

) Paragraph {7) of subseetion {1} of seetion 5 of
the Railrond Retirement Aet of 1937, as amended; is
amended by imserting before the svord “had” the phrase
“ecompleted ten years of serviee and will haveZ; and by
inserting in the poarenthetieal phrase in sahdivisien {i)
after the word “quarter” the following: “swhieh is net & |
querter of eovernge and’

+{e)} Paragraph {8) of subseetion -{1) of seetion 5 of
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the Ratlrend Retirement Aet of 1937 as amended; is
amended to read as follows:

“{8) An employee will have been ‘partially insared
at the time of his death; svhether before or after the enaet-
rient of this seetion; if it appears to the satisfaction of the
Board that he will have completed ten years of serviee and
%—'ill have had (i)} & ewrrent conneetion with the railread
ndustry; and (i) six or mere quarters of eoverage in the
period ending swith the quarter in svhieh he w3ll have died
or in which & retirement annuity swill have begun to acerne
to him and beginning with the third ealendar year next
preeeding the year in whieh saeh event ocenrs™

) Paragraph {9) of sabseetion {1} of scetion 5 of
the Railroad Retirement Aet of 1937 as amended; is
amended by ehangine the language before the first provise
to read as follows:

9} An empleyee’s ‘average monthly remuneration’
shedl mean the quotient obtnined by dividing LAY the sum of
i} the eompensation paid to him safter 1936 and before the
quarter i which he will have died; eliminating any exeess
over $500 for any ealendar month threuch 1951, and any
exeess over $400 for any ealendar month after 1951, and
{1} if such eompensation for any ealendar year is less than
$3;600 and the average monthly remmneration eomputed
on eompensation alone is less than $300 and the employee
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has earned in such enlendsr year ‘svages’ as defined in
paraeraph {6} hereof; sneh swages; i an ameount net to
exeeed the difference between the eompensation for sueh year
and $3;600; by B} three times the number of quarters
elapsing after 1956 and before the quarter in whieh he will
have dieds™; by inserting in the second provise after the
svord “quarter> the feleowing: “svhich is not a quarter of
eoverage and and by ehangine the period at the end of said
provise to & eolon and adding the fellowing: “And provided
Further; That i the exelusion from the divisor of all quarters
after the fixst quarter i wwhich the emplovee was completely
mstred and had attained the age of sixtyfive and the exeln-
sion from the dividend of all eompensation and wages with
respeet to sueh quarters wounld result in a hicher average
menthly remuneration; such quarters; eompensation and
wages shell be so exeluded

{e) Paracraph {10} of subseetion {1 of seetion 5 of
the Railrond Rebirement Aet of 1937, as amended; is
amended by substitating the phrase & ‘smrviverls insuranee
annuity” 2 for the phrase £ ‘hasie ameunt’Z swherever this
phrase &pfreaﬁ—, by substituting in subdivisions (i) and (i)
of said paragraph “$1002 for “$7572; by substituting for
“$2502 in subdivision (i) the following: “$400 # wages
are not ineladed in the average monthly remuneration; or

$300 i svages are ineladed; and by striking out from sub-
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ing for said language the following: “$1 for emeh of his years
£89097 for “$10” wherever the latter figures appear; by
and by striking out the phrase “fonr-thirds of -

Sre: 25: Section 17 of the Railroad Retirentent Aet of
1937, as rmendeds is nmended by steildng owt “subsection
b} of
AMBNDMENTS $0 THE RATOROAD RETIREMENE FAX A€P
with respect to eompensation paid after Decomber 31 1051,

EFFRCTIVE DATES
speet to benefits acerning under the Railroad Retirement
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month i whieh this Aet is enseted; irrespeetive of when
service or employinent oeeurred or compensation or wages
were earned: Provided; however; That in the recompute-
ton pursuant to this Aet of retirement and surviver an-
nutties heretofore awarded; the monthly eompensation and
average monthly remuneration shall not be recompnted but
shall be inereased to the next highest mwltiple of one doHar:

b} The amendments made by seettons 3 and 22 of this
Aet and the elimination of the language in seetion 3 {a) 4
of the Railroad Retirenrent et shell apply to benefits
awwarded i whele or i pawt after the enactiient of this
Aets

e} The mmendments made by seetions 4 and 24 with
ment” shell not apply to “wages” frem serviee; or to “net
earnings from self-employment’ i which an individual
{other than a disability annuitent wnder the age of 65) in

{d} The amendments made by seetions 17 and 18 of
this Aet shall take effeet with respeet to deaths eecenrring
after the enaetment of this Aek

{e} With respeet to retirement and survivor annuities
ment Aet prior to the ennetment of this Aet to; and with
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respeet to the death of; individuals whe have eompleted less
than ten years of serviee; and with respeet to spouses of sueh
individuals during steh individunls’ lifetime; the amendments
made by this Aet shall apply in the same menner a8 fo;
and with respeet to the death of; individuals whe have eom-
pleted ten years of serviee:

£ Al jeint and swrviver annuities heretofore and
hereafter awarded shall, notwithstanding the previsions ef
law under which the election of the joint and sarviver an-
nutty was made; be inerensed to the amount thet weuld
have been payable hud no eleetion been made; i the spouse
for whom the election was made predeceased the individual
jeeb to the provisions of seetion 2 {e} of the Railroad Retire-
ment Aet of 1937 as amended; begin to acertte on the first
which the speuse died but not hefore the enlendar month rext
fellowing the month of ennetment hereof:

+e} AN pensions due in menths follosving the frst
ealendar month after the ennettnent lrereod; shall be inereased
by 15 per eentum-
this Aet shall apply alse to annuities heretofore awarded
under the Railroad Retirement Aet of 1935, and the term
“spouse” shall inelude the wife or hushand of an employee
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vistons of this Aet shell not apply to annuities heretofore
paid under the Rairoad Retirement Aets in lump sums
equal to their commnuted values:

i} The annuity of the spouse of an employee whe has
road Retirement Aet of 1935 or under seetion 2 {a) 2 {b}
of the Ratroad Retirement Aet of 1937 prior to its amend-
ment by Publie Law 572; 79th Congress; shal; subject to
the provisions of this Aet; be one-half the annuity sueh em-
visions of this Aet other than seetion 10 shall be made without
applieation therefor: Recomputations pursuant to seetions 9
and 10 of this Aet shall be made only upen applieation
That section 1 of the Railroad Retirement Act of 1937, as
amended, 1s amended by adding after subsection (p) thereof
a new subsection reading as follows:

“(q) The terms ‘Social Security Act’ and ‘Social Se-
curity Act, as amended’ shall mean the Social Security Act
as amended in 1950.”

SEc. 2. Subsection (a) of section 3 of the Railroad
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Retirement Act of 1937, as amended, is amended by chang-
ing ‘2407 to ‘2767, “1.80” to “2.07”, and “1.20” to
“1.38”.

SEc. 3. Subsection (e) of section 3 of the Railroad
Retirement Act of 1937, as amended, is amended by changing
the phrase “subsection 2 (a) (3)” to “section 2 (a) 37, and
by changing “$3.60” to “$4.14" and “$60” to “$69”.

SEc. 4. Subsection (a) of section 5 of the Railroad
Retirement Act of 1937, as amended, is amended by striking
out the phrase ‘‘three-fourths of .

SEc. 5. Subsection (b) of section 5 of the Railroad
Retirement Act of 1937, as amended, is amended by striking
out the phrase “three-fourths of”.

SEc. 6. Subsection (c) of section & of the Railroad
Retirement Act of 1937, as amended, is amended by sub-
stituting for the phrase “‘equal to one-half” the phrase “equal
to two-thirds”.

SEc. 7. Subsection (d) of section & of the Railroad
Retirement Act of 1937, as amended, is amended by sub-
stituting for the phrase “equal to one-half” the phrase “equal
to two-thirds”.

SEc. 8. Subsection (f) (1) of section 5 of the Railroad
Retirement Act of 1937, as amended, is amended by sub-
stituting for the phrase “eight times the employee’s basic

amount” the phrase “ten times the employee’s basic amount’”’.
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SEc. 9. Subsection (h) of section & of the Railroad

Retirement Act of 1937, as amended, is amended to read as

follows:
“(h) Mazimum and Minimum Annuity Totals.—When-
ever according to the provisions of this section as to annuaties,

payable for a month with respect to the death of an employee,
the total of annuaities is more than $30 and exceeds either
(a) $160, or (b) an amount equal to two and two-thirds
times such employee’s basic amount, whichever of such
amounts 1s the lesser, such total of annuities shall, prior to

any deductions under subsection (i), be reduced to such lesser

~amount or to $30, whichever is greater. Whenever such total

of annuities is less than $14, such total shall, prior to any
deductions under subsection (i), be increased to $14.”
EFFECTIVE DATES

SEc. 10. (a) Except as otherwise specifically provided,
the amendments made by this Act shall take effect with respect
to benefits accruing under the Railroad Retirement Act after
the last day of the month in which this Act is enacted,
irrespecte of when the service occurred or compensation was
earned.

(b) The amendments made by sections 4, 5, 6, 7, 8,
and 9 of this Act shall take effect with respect to deaths
occurring after the enactment of this Act.

(c) All retirement annuities, all pensions, and all joint
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and surviwor annuities derwing from joint and survwor
annuities currently payable and awarded under the Rail-
road Retirement Act prior to the enactment of this Act and
due in months following the first calendar month after the
enactment of this Act, shall be increased by 15 per centum.
(d) All monthly surviwor annuities currently payable
and awarded under the Railroad Retirement Act prior to
the enactment of this Act and due in months following the
first calendar month after the enactment of this Act, shall be

wncreased by 33% per centum.
(e) All recertifications required by reason of the provi-
sions of this Act shall be made without application therefor.

Amend the title so as to read: “A bill to amend the
Railroad Retirement Act, and for other purposes.”
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AMENDMENT TO RAILROAD RETIREMENT
ACT AND THE RAILROAD RETIREMENT
TAX ACT

Mr. MITCHELL. Mr. Speaker, by di-
rection of the Committee on Rules, I call
up House Resolution 428 and ask for its
immediate consideration.

The Clerk read the House resolution,
as follows:

Resolved, That immediately upon the
adoption of this resolution it shall be in
order to move that the House resolve itself
into the Committee of the Whole House on
the State of the Union for the consideration
of the bill (H. R. 3669) to amend the Rail-
road Retirement Act and the Rallroad Re=~
tirement Tax Act. and for other purposes,
That after general debate, which shall be
confined to the bill and continue not to ex-
ceed 2 hours, to be equally divided and
controlled by the chairman and ranking mi-
nority member of the Committee on Inter-
state and Foreign Commerce, the bill shall
be read for amendment under the 5-minute
rule. At the conclusion of the consideration
of the bill for amendment, the Committee
shall rise and report the bill to the House
with such amendments as may have been
adopted and the previous question shall be
constdered as ordered on the bill and amend-
ments thereto to final passage without ine
tervening motion except one motion to re-
commit.

Mr. MITCHELL. Mr. Speaker, I yield
30 minutes to the gentleman from Illi-
nois [Mr. ALLEN] and I yield myself such
time as I may use.

Mr. Speaker, this resolution makes in
order the consideration of H. R. 3669,
a bill to amend the Railroad Retirement
Act and the Railroad Retirement Tax
Act. The bill proposes sorely needed in-
creases in pensions and annuities for re-
tired railroad employees. In asking for
a rule on the bill the committee pointed
out that there has been no raise in the
payment to annuitants since 1948, and
no raise in payments to survivors since
1946. The cost of living increase since
these dates has been tremendous. The
lag between retirement payments and
costs is great and emphasizes the des-
perate need of those retiring after long
years of railroad service.

The bill reported by the committee
majority, provides briefly a 15-percent
increase in annuities and pensions for
retired employees, and a 33%-percent
increase in each of the survivors benefit.
The committee, at the same time it
granted the rule on the measure, re-
ported out a resolution brought to the
committee by members of the Interstate
and Foreign Commerce Committee which
provides for further study of the whole
problem. It provides for committee ap-
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pointment of an advisory council com-
posed of representatives of the interested
Federal agencies which handle the re-
tirement acts, railiroad labor unions, and
informed disinterested individuals.

There is no controversy on the nezsd
for increased pensions but because there
is controversy in this technical and diffi-
cult field, this rule provides for 2 hours’
debate after which the bill is open for
amendment so that the committee can
work its will. The bill to be considered,
of course, strikes out the Crosser bill
and substitutes the Hall bill.

Mr. HARRIS. Mr. Speaker, will the
gentleman yield?

Mr. MITCHELL. Iyield to the gentle-
man from Arkansas.

Mr. HARRIS. As I understand, the
gentleman from Washington (Mr.
MizcuerL], who has charge of the rule,
has just stated that at the same time of
reporting a rule making this bill in order
the Committee on Rules reported a res-
olution providing for further study on
certain basic issues involved.

Mr. MITCHELL. That is correct.

Mr. HARRIS. Do I understand then
it is the intention, under the announced
program, for the gentleman or some
other member of the Commiitee on Rules
to call up this resolution immediately
following the consideration of this bill?

Mr. MITCHELL. That is the under-
standing. I do not think any definite
agreement or arranzement was made,
but that is the understanding.

Mr. EARRIS., That was the under-
standing in the Committee on Rules in
reporting the legislation?

Mr. MITCHELL. That is correct.

Mr. HARRIS. The majority leader, X
believe, in making the statement last
week on the prograra for this week, which
is included in the Recorp of Thursday,
stated the resolution would be called up
immediately after the consideration of
this bill,

Mr. MITCHELL. That is correct.

Mr. CROSSER. Mr. Speaker, if the
gentleman will yield, there was no under-
standing of that kind with me, and I was
there during the discussion.

Mr. HARRIS. Mr. Speaker, if the gen-
tleman will yield further, I would like to
say to my very distinguished chairman
that I did not imply or intend to imply
that he acreed to any such procedure or
program, but I am merely relating what
happened in connection with the legis-
lation, .

Mr. MITCHELL. Of course, that is &
decision the House will have to make
when the resolution comes up.

I have no further requésts for time,
Mr. Speaker.

Mr. ALLEN of Iilinois. Mr. Speaker,
H. R. 3669, as reported in the House,
amends the Railroad Retirement Act of
1937 to provide an immediate across-the=
board increase of 15 percent to all an=-
nuitants subject to it; and an increase
of 33%; percent in survivors’ annuities.
These increases are to be accomplished
without raising the railroad retirement
tax, already embodied in the act, above
the maximum of 6!4 percent, effective
January 1, 1952,

The committee amendment proposes
no changes in the act itself except the
stated increases. It leaves to the future
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any amendments to the classes of bene-
ficiaries, or any correlation of the Rail-
road Retirement Act with the Social
Security Act.

RETIREMENT BENEFITS

An average increase of 15 percent is
made in the retirement annuities by in-
creasing the percentagcs for computing
the amount as follows: 2.76—now 2.40—
percent of the first $100 of compensa-
tion, 2.07—now 1.80—percent of the sec=
ond $100, and 1.38—now 1.20—of the
third $100. This increase applies also
to minimum retirement annuities for
those naving more than 5 years. of
service.

SURVIVORS’ ANNUITIES

A 33Y% porcent increase is made in the
survivors’ annuities payable, first, to
widows over 65 years of age; and, second,
widows not of that age but having a de-
perdent child in their care. These latter
have previously received three-fourths
the employee’s basic amount; and will
now receive an amount equal to his basic
amount.

A 25 percent increase is made in in-
surance lump sums of employees who die
leaving no one immediately entitled to
a monthly annuity by setting the sum
payable to the survivor at 10 times the
employee’s basic amount—now eight
times.

For those employees who are separated
from railroad service with benefits trans-
ferable to social security, the benefits
paid their survivors shall be those pro-
vided for by the Social Security Act
amendments of 1950.

ANKUITY TOTALS

A perfecting amendment is made to
the section controlling minimum and
maximum survivor annuity totals to in-
crease the minimum to $14—now $10;
and the maximum to $160—now $120.
This increase averages 40 percent and
3315 percent, respectively.

EFFECTIVE DATES

First. The increase of 15 percent in
currently payable retirement annuities,
pensions, that 1is, private pension
amounts taken over and incorporated in
the Railroad Retirement Act of 1937—
and joint and survivor annuities, shall
be effective with respect to amounts due
the first calendar month after enact-
ment.

Second. The increase of 3315 percent
In currently payable survivors’ annuities
shall be effective as of the same date.

Third. The use of the new formulas
for computing retirement benefits and
survivors’ annuities shall be effective (a)
after the last day of the month when the
bill is enacted, and (b) with respect to
deaths occurring after enactment, re-
spectively.

Mr. MITCHELL. Mr. Speaker, I move
the previous question.

The previous question was ordered.

The SPEAKER. The question is on
the resolution.

The resolution was agreed to,

Mr. CROSSER. Mr. Speaker, I move
that the House resolve itself into the
Committee of the Whole House on the
State of the Union for the consideration
of the bill (H. R. 3669) to amend the
Railroad Retirement Act and the Rail-
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road Retirement Tax Act, and for other
purposes.

The motion was agreed to.

Accordingly the House resolved itself
Into the Committee of the Whole House
on the State of the Union for the con-
sideration of the bill H. R. 3669, with
Mr. Davis of Tennessee in the chair.

The Clerk read the title of the bill.

By unanimous consent, the first read-
ing of the bill was dispensed with.

Mr. CROSSER. Mr. Chairman, I
yield 10 minutes to the gentleman from
Texas [Mr. BECKWORTH].

Mr. BECKWORTH. Mr. Chairman,
our committee spent a good many hours
trying to work out legislation which
would aid our railroad employees as
much as possible. We had a unanimous
objective in mind; that is, to raise the
amount which annuitants, pensioners,
and survivors currently receive from the
railroad retirement fund. Many compe-
tent witnesses came before us represent-
ing each of the points of view. The com-
mittee worked diligently, and in my
opinion, many of the some twenty-odd
brothernoods worked diligently to try to
arrive at what might be termed a unani-
mous decision as to what is the proper
answer to this problem.

After all of the efforts made by the
various brotherhoods and by the various
members of our commitee, on both the
Democratic and Republican sides of the
aisle, we failed to agree as to what is the
best method to meet what we all recog-
nize as a real problem; to wit, the raising
of the benefits of these people..

We all know it is very much apparent
that those who receive pensions and an-
nuities and survivors’ benefits are having
greater difficulties than ever before in
paying for the necessities of life. I per-
sonally do not question the motives of
any of those on our committee with
whom I happen to find myself in dis-
agreement concerning this bill. Both
bills have some merit, undeniably that is
true. The Hall bill, which is in the form
of an amendment to the Crosser bill,
definitely would undertake to raise by 15
percent all of those who receive annui-
ties and pensions. It would undertake to
raise by 3315 percent survivors' benefits.
No one can dispute the fact that that
objective is a laudable one. The Hall
bill is a simple bill, there is no question
about that. The Crosser bill, on the
other hand, approaches this problem
from a different standpoint. It is a more
involved bill. But, again, the Crosser
bill has for its objective the same worthy
purposes, although to be arrived at in a
different way, than the Hall bill has.

This fact must be borne in mind defi-
nitely when we consider retirement sys-
tems that the Government backs. In
the case of social security, you find that
your legislation is written in a manner
that is weighted in favor of those who
receive the lesser incomes and those who
have worked shorter periods of years.
On the contrary, the railroad-retire-
ment legislation is weighted more in fa-
vor of those who receive the larger in-
comes and those who have worked a
longer period of time. That fundamen-
tal difference exists between these two
Government-backed retirement systems.
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Consequently, we find that those who
are receiving the least amount now in
the railroad-retirement system naturally
are in far greater need than those who
receive a lot more. That stands to rea-
son. What the Crosser bill is trying to
do, in my opinion, through its provisions,
is to bring about some adjustment that
will enable those who need help the most
to get more help. It is that simple, in
my opinion.

It stands to reason that if a fellow is
getting $20 a month as a pension or an
annuity and you raise him 15 percent
you raise him about $3. You certainly
have helped him some; you have helped
him $3 worth. On the other hand, if
a fellow is getting $150 a month, and you
raise him 15 percent, you have helped
him more.

One of the primary objectives, I re-
peat, and one of the fundamental dif-
ferences is that we are undertaking to
bring about some adjustments that will
give the greatest benefit to those who
need help the most. As I said originally,
the railroad brotherhoods are not to-
gether on this. Naturally, any time you
draw a line, any time you make a funda-
mental change, there are some who are
not as favorably affected as others. In
this instance undeniably there are some
who are not as favorably affected as’
others. All annuitants, pensioners, and
survivors are favorably affected by the
Hall and Crosser bills. The ones in my
opinion who are most favorably affected
by the Crosser amendments are the ones
who need the help the most, such as sur-
vivors and particularly pensioners and
annuitants who are receiving the least.
I have given you the kind of illustration
which I think makes that clear. The
Hall bill, as I say, raises by 15 percent
the pensioners and annuitants. It raises
by about 3315 percent, those who obtain
benefits as survivors. The Crosser bill
undertakes to raise by 60 to 80 percent
approximately, the benefits that survi-
vors receive, and roughly by about 29
percent the pensioners and annuitants.
In order to do that, however, the Crosser
bill has some innovations and some
changes that have themselves been
points of controversy. For example—
and of course I realize there is a place
for argument with reference to this
provision which I shall mention—there
is a provision which says that if a man
receives a pension or an annuity, he will
be allowed to earn no more than $50 per
month. Ido not necessarily like this pro-
vision; however, the Social Security Act
has it; the Congress approved the Social
Security Act, of course. Naturally, that
brings up controversy. It was discussed
at length in our committee, and, of
course, voted upon. Anybody can ques-
tion it who wishes to, but the purpose
of the sponsors of this provision is very
clear. The purpose is to try to keep peo-
ple working longer—incidentally statis-
tics show that they have been work-
ing longer without it, and I want the
committee to get that—they have been
working longer recently, and the pur-
pose is to keep them working longer
and paying in longer, and therefore get-
ting greater benefits instead of drawing
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from the funds. This provision if en-
acted is a net gain for the fund as I
uncerstand. Of course, it is needed in
order to bear part of the burden we have
been told.

Then we have another provision in
the Crosser bill, which I feel is merito-
rious although controversial, and that is
with reference to bringing up to what
might be termed the social-security
stendard all recipients of pensions and
annuities under the Railroad Retirement
Act. That may be unsound, but it was
feit by several members of the commit-
tee that that objective at least is one
that we should be interested in attain-
ing. So, we have written a piece of leg-
islation—the Crosser bill—which seeks
to attain that very objective.

Still another objective which we have
had is to try to give the annuitants and
pensioners more by approaching it from
the direction of helping the spouse, and
giving the spouse one-half that which
the annuitants or pensioners receive up
to an amount of $5) a month. True
enough, that will not give some people
very much, but it will again aid thoss
who, in the opinion of us who support the
Crosser bill, most need aid.

Let us take a few examples that relatd
to what the two bills, the Hall bill and
Crosser bill, do.

A man who is now receiving $72 &
month under the Railroad Retirement
Act would receive from the Crosser bill a
total annuity of $92.8. The Hall sub-
stitute would give that same man $82.80,
or $10 a month less.

A man now receiving $90 a month un-
der the Crosser bill would be increased to
$116.10, an increase of $26. Under the
Hall substitute the man would receive
$103.50, or $13 less than under the Crosser
bill.

These are actual statistics I am bring-
ing to you in crder that you may know
as you decide this issue what you are do-
ing. I am not one who is coming here
trying to tell you that this is an open
and shut case; it is naturally a contro-
versial case, and the membership, irre-
spective of what group of railroad em-
ployees or employers favor one thing or
another, the membership should try to
decide this on the basis of what you
yourselves wish to do with reference to
those who need help, and they all do
need help.

A man who is now receiving $144 a
month would be given $185.76 by the
Crosser kill, or an increase. of $41.76.
Under the Hall substitute this man would
receive $165.60, or $20 less than under
the Crosser bill.

These three illustrations represent a
relatively low paid annuitant, an aver-
age annuitant, and a high level annui-
tant.
from among the lower class of survivors’
widows and children. These examples
are even more startling because they
demonstrate that railroad widows and
children are being asked by the support-
ers of the Hall substitute to accept less
than is given the people under social
security, as I pointed out a moment ago.

A widow without any children now re-
ceiving $34.11 would be given $45.48 a
month if the Hall bill were enacted. As
I told you a moment ago, the Hall hill

Let us now take three examples
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does raise this group 33% percent, ap-
proximately. The Social Security Act,
and that is the standard we seek to
reach by the Crosser bill, would provide
this same woman with an annuity of
$48.75. Therefore this widow is being
offered less than we are now giving
people under the Social Security Act.
The Crosser bill undertakes to recognize
that fact and to bring up to the social-
security standard that widow and those
who survive with her. The Crosser bill,
on the other hand, would give the widow
a total of $57 a month.

A widow with one dependent child who
is now receiving $43.43, under the Hall
substitute would receive $57.97; and, yet,
this same woman under social security
would receive $75 a month. The Crosser
bill provides a total annuity for such a
widow and child of $94 a month, almost
doubling her present annuity.

Let us take another illustration, that
of a widow and two depzndent children,
who are now receiving $56.85, under the
Hall substitute would receive $75.80.
The social security would provide this
same woman $97. Under the Crosser
bill she would receive a total annuity of
$114,

I have tried to point out scme examples
of just exactly what the operation will
be under the Hall bill, under the Crosser
bill, and what the operation actually is
under the Social Security Act. I want
to say again what I.said originally, that
in the cpinion of those who support the
Crosser bill we are trying as best we can
to give more aid where more help is
needed: we are trying to give the greatest
benefits where the greatest need exists.
Also we are definitely trying to help them
all. I personally like all our railroad
people. 1 simply wish to do what is
right and sound not only in regard to
the employees, but also in regard to the
employers who participate, I might add
also.

Mr. COOLEY. Mr. Chairman, will the
gentleman yield ?

Mr. BECKWORTH. 1 yield.

Mr. COOLEY. What would the widow
receive who had three children?

Mr. BECKWORTH. I do not happen
to have those figures but I would say
that we are lrying not only to take care
of that type of family you mention but
we are also trying to take care of the
families I have just mentioned. I did
not try in collecting the figures I have
referred to, to go into too much detail
Lkecause of the shortness of time, but I
will try to get the information for the
gentleman quickly.

Mr. CANNON. Mr. Chairman, will the
gentleman yield? -

Mr. BECKWORTH. 1 yield tothe
gentleman from Missouri,

Mr. CANNON. May I take advantage
of the opportunity to express a deserved
and richly merited tribute of apprecia-
tion to the Great Commoner from Ohio,
the chairman of the committee, and the
author of more beneficial labor legisla-
tion than any cther man who has ever
sat in the American Congress.

It is said that history is made up of
the biographies of great men. Certain-
ly when phe biography of the gentleman
from Chio | Mr. Crosser} is written it will
constitute one of thc most important
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chapters in the history of progressive
legislation ever written by any govern-
ment on the globe. He has in his more
than a third of a century of service in
the House sponsored and supported
measures which have changed the course
of American life and American standards
of living and brought health and happi-
ness and prosperity to millions of fami-
lies who, from children to grandsires, to-
day rise up to call him blessed.

And here in the House among his col-
leagues who know him best, there is none
whom we, in the Biblical language of the
ook of Esther, more delight to honor.

Mr. BECKWORTH. The gentleman
from Ohio for 15 years has worked dili-
gently on this problem. I have had oc-
casion to work on this type of legislation
with him and others on the committee
for a number of years and I say that he
as well as others has done a constructive
piece of work unquestionably and unde-
niably. There is no question about that.
In my opinion, he is not undertaking to
mislead those of us who are working
with him on this bill nor the House when
he undertakes to say what he is trying
to do in this bill.

The CHAIRMAN. The time of the
gentleman from Texas has again ex-
pired.

Mr. WOLVERTON. Mr. Chairman, 1
yield 8 minutes to the gentleman from
New York [Mr. LEoNaRD W, HALLl.

Mr. LEONARD W. HALL. MTr. Chair-
man, we spent weeks and really months
working on this bill. I agree with the
gentleman from Texas that on at least
one thing we were unanimous. Every
member of our committee desired to
increase the benefits under the Railroad
Retirement Act.

There was quite a bit of controversy,
however, during all of the hearings.
The first thing we learned was {rat the
Federal Security Administration said it
could not support the bill. The Budget
advised us by letter that the bill—and
when I speak of the bill I mean the
original Crosser bill—had a number of

afects and that there should ke a real
study of the whole situation.

1 offered my substitute at the end of
the hearings in executive session. It
provides a 15 percent increase for pen-
sioners and annuitants, a 3313 percent
for survivors and a 25 percent increase
in lump-sum survivorship cases. 1 want
to make it clear at the cutset that the
substitute was not offered by me and. was
not supported by other members-of the
committee with any understanding that
it was going to remain permanent law.
We feel, however, that something should
Le done immediately to help these poor
people who are not geiting very much
in the way of peasions and annuities.
We intend the committee bill to be stop-
gap legislation to be followed by a study
which you will have a chance to vote on
tomorrow, setting up a committee to
report back here on February 15, 1952,
as to what we can do for the annuitants,
the pensioners, and the survivors under
the Railroad Retirement Act and at the
same time keep the retirement fund
solvent.

Of course, the gentleman from Texas
[Mr. BeckworTH) has told you of some
of those provisions of the Crosser bill
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which seem very attractive when you
just mention them. He mentions, for
instance, the benefit that the living
spouse gets of $50 a month under the
Crosser bill.  Mr. Chairman, I think that
fs nothing more than bait for other
provisions of the bill.

Let us look at that provision for the
sponse in connection with the $50 work
clause in the Crosser bill. Think of it. A
man on retirement under the Railroad
Retirement Act amended as the Crosser
bill would have it amended if he makes
$50 a month, he loses his retirement pen-
sion and his spouse would not get the £50
a month that the gentleman from Texas
[Mr. BEcKweRrTH] talked about. So I
claim that is just bait. Congressmen pay
no more money into the pension fund
than do the railroad workers who today
pay 6 percent into that fund. Next year
they will pay 6% percent. We as Con-
gressmen pay 6 percent. Have we any
work clause in our pznsion law? Have
any of the Army and Navy people any
work clause in their pension law? Has
any civil servant of the Government any
work clause in his retirement law? Of
course not., Once we rctire, once an
Army or Navy individual retires, once a
civil servant of the Government retires,
he can go out and make as much as he
wants. Are we going to say to railroad
workers: You can pay as much into your
fund as Congressmen do but if you quit
and take your pension and make $50 a
month, we are going to take you off the
pension rolls? Those who voted for my
substitute for the Crosser bill felt that
would not be fair.

Now, of course, when you give new
benefits you must have more money. The
gentleman from Texas [Mr. BECKWORTHI
passed over this very quickly. One of the
places where they are going to get extra
money is by raising the wage base from
$300 to $400 a month. the base that will
be taxed. We are told by those in charge
of the Crosser bill that it will raise $80,-
000,000. Now where does that $80,000,-
000 come from?

That $80,000,000 comes from two
sources. First, The railroad workers
will be assessed or taxed $40,000,000. more
if the Crosser bill is enacted into law.
The railroad workers will have to pay,
those making $400 a month, $6 a month
on top of the additional income tax
which will be reguired by the new tax
bill that we passed. Second, The other
$40,000,000 will come from the railroad
companies. And, Mr. Chairman, where
will the companiés get the $40.000,000?
That amount of money is figured in their
rate base, and if we pass the Crosser bill
the railroads can go before the Interstate
Commelrce Commission and ask for new
rates to take care of the payment of that
$40.000.000.

Yes there is great controversy about
this bill. When the brotherhoods them-
selves are split, when you have govern-
ment bureaus and commissions opposed
to this bill, when you even have our great
committee split into three groups, I think
it is time that we very carefully consider
it. I think we, who supported the sub-
stitute, took the simple, the best and the
fairest course. We said, “Yes, we agree
with you that these annuitants and pen-
sioners need more money” I say to you
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frankly that the quickest way to give
them that relief is to vote for the com-
mittee bill. If you do that they can begin
to get relief in the month e¢f November.
If we pass the Crosser bill. ) one here
today can tell us when they will receive
any benefits whatsoever.

So, in conclusion, let me say this: First,
the committee bill is nothing but a stop-
gap bill; we admit that. We want to study
the situation, and when we come back
next year with the result of that study,
we hope we can give these pensioners and
annuitants even more money. But uatil
we have that study I do not think we
should attempt to amend the splendid
railroad retirement law in any broad
scale fashion as is attempted by the Cros-
ser bill.

Mr. KEATING. Mr. Chairman, will
the gentleman yield?

Mr. LEONARD W. HALL. I yield to
the gentleman from New York.

Mr. KEATING. Did the Federal Se-
curity Agency and the Bureau of the
Budget review and take any position
in regard to the substitute?

Mr. LEONARD W. HALL. They did
not, because my substitute was offered
at the last session of the committee.
But I will say this, that a member of the
Railroad Retirement Board wrote in and
said that the committee bill was the
better bill.

Mr. WOLVERTON. Mr. Chairman,
will the gentleman yield?

Mr. LEONARD W. HALL. I yield to
the gentleman from New Jersey.

Mr. WOLVERTON. Notwithstanding
the fact that the bill introduced by the
gentleman from New York was not pre-
sented to the various agencies of Gov-
ernment, yet a reading of the report of
the Bureau of the Budget and the Fed-
eral Security Administration shows that
they are in entire accord with the ap-
proach made by the gentleman from
New York in the bill reported by a ma-
jority of the committee. In fact, the
majority of the committee has followed
the recommendations that were made by
both of these bureaus.

Mr. LEONARD W. HALL. Those re-
ports indicate that they would approve
the provisions of the committee bill.

Mr. CROSSER. Mr. Chairman, I yield
5 minutes to the gentleman from New
York [Mr. KLEIN].

Mr, KLEIN. Mr. Chairman, I dislike
very much to take a position opposed to
that of my colleague, the gentleman
from New York [Mr. LEoNaRD W. HaLL]
who has just spoken. But I believe, for
one thing, if you will look into the spon-
sorship of the Crosser bill. who was the
author of the original Railroad Retire-
ment Act, and who has devoted a sub-
stantial part of his life to the better-
ment of conditions of railroad employees,
you will realize that this is not a hodge-
podge as stated by the gentleman from
New York, but is the result of intensive
study over many, many vyears. As a
matter of fact,if we use the term “hodge-
podge” it seems to me, as a member of
this committee, that that language
might well be applied to the substitute
offered by the gentleman from New
York. He admits his amendment was
offered on the last day of our delibera-
tions, and was never submitted to any
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of the departments or to the brother-
hoods themselves, and therefore we
never really had any indication of how
they would feel about it.

Mr. Chairman, along with 11 other
members of the House Committee on
Interstate and Foreign Commerce, I am
urging the House to adopt the original
Crosser bill in place of the Hall substi-
tute which has been reported out of our
committee. The Crosser bill represents
many months of painstaking study on
the part of the most competent experis
in the field of railroad retirement. 7The
Railroad Retirement Board has endorsed
this legislation as well as a majority of
the employees who are affected, as well
as the A. F. of L. and 80 percent of the
railroad brotherhoods.

There is a sharp difference in the ap~
proach of the Crosser bill to the retire-
ment problems that we face and the ap-
proach of the so-called Hall substitute.
The Hall substitute is meager in that it
gives inadequate benefit increases to
those who are most in need. In addi-
tion, it leaves these needy people, for
the greater part surviving widows and
children, in a position of receiving less
benefits than they would receive if cov-
ered by social security.

That is very significant. Why should
these employees of the railroads he
treated any differently from other em-
ployees in industry? In many cases the
railroad employees have paid more into
the system, yet they will be receiving less,

Mr. HARRIS. Mr. Chairman, will the
gentleman yield?

Mr. KLEIN. 1 yield to the gentleman
from Arkansas.

Mr. HARRIS. Is it not a fact that
under the committee amendment as re-
ported, the retired annuitants and pen-
sioners will receive a 15-percent increase,
and under the original bill which was
introduced by our distinguished chair-
man, the retired annuitants and pen-
sioners will receive an increase of 13.8
percent?

Mr. KLEIN. That may be true, but
it is only a half truth, because there are
other benefits which they would receive
under the Crosser bill which they will
not receive under the Hall substitute,
As a matter of fact, taking into considar-
ation the other benefits to the railroad
workers in the Crosser bill, the increase
is about 30 percent.

There is no defense for such an action,
The simple issue is whether we want to
vote railroad men adequate benefits in
the form of the Crosser bill or inadequate
benefits in the form of the Hall substi-
tute.

Probably in no area is there a sharper
difference between these two bills than
in the treatment of aged wives of retired
railroad men. Under the present law
no benefit is given to a man who is re-
tired and who has the responsibility of
supporting his wife. In every conceiv-
able governmental policy we have recog-
nized the added responsibility of a man
who has a family to support. For ex-
ample, in the Internal Revenue Code,
the Congress, for many years, has recog-
nized the problem by giving to an em-
ployee added deductions to compensate
him for the care of a wife, or any other
dependent. There is a reason for this,
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Obviously, a man who has a wife to
support has more basic responsibilities
and is under a greater financial burden
than one who is single and with no de-
pendents.

In the social security laws we have
recognized this burden on the aged an-
nuitants and pensioners and made pro-
vision for a spouse’s bencfit. Under the
Social Security Act a retired employee
whose wife is 656 years of age or more
is given a benefit up to a maximum of
$40. There again we find clear expres-
sion on the part of Congress in recog-
nizing the greater need of those with
wives to support, in comparison with
those who have none.

The Crosser bill, which we are now
considering and which I hope we will
pass, provides a spouse’s benefit. This
benefit amounts to one-half the retired
employee’s annuity with a maximum of
$50. There can be no question as to
the valid need of this benefit. That old
maxim about two being able to live as
cheaply as one more often than not is
feminine propaganda which proves very
effective at the age of 20. By the time
these railroad men, or for that matter
any individual, have reached the age of
65 the wisdom and maturity of age prove
that two cannot live as cheaply as one,
A man with a wife to support is deserv-
ing of great consideration. Such a bene-
fit as is proposed in the Crosser bill is
entirely in keeping with our American
concept of the home and the family. It
recognizes marriage as an institution and
also the basic fact of life that a retired
employee who has a family is under g
greater financial burden than a single
one.

There are some who say that single
men should not be taxed to support the
wives of those railroad men who are
employed. This is a ridiculous state
ment. It is just as ridiculous to say this
as it would be to say that healthy rail-
road men should not be taxed to support
disabled railroad men as is presently the
case. Itisjustasnonsensical to say that
people who have no children should not
be required to pay taxes for the upkeep
of schools. The fact is that of those who

are now retired, almost 50 percent have -

wives who would immediately begin to
draw this spouse’s herefit. In addition,
almost 70 percent of all retired employ-
ees have wives who at one time or an-
other will enjoy this provision. The in-
clusion of this spouse’s benefit on the
retiremeat benefits proposed in the
Crosser bill bring the average payments
to all retired employees up to a point
which represents a general increase of
about 30 percent. This increase for re-
tired employees of 30 percent coupled
with the increases provided for survivors
of more than 75 percent make the Crosser
bill, by all odds, the best possible bill for
railroad employees. I urge all of the
Members of the House to support our
chairman, the gentleman froin Ohio [Mr.
Crosser], and his original bill. Bog
Crosser is making this appeal on behalf
of the rank-and-file railroad employees.
I have never seen nor heard of a Con-
gressman having regretted adopting the
advice of Bop Crosser in a railroad re-
tirement matter. His advice has always
been sound and completzly safe in this
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field. I urge all Members to support the
original Crosser bill.

Mr. WOLVERTON. Mr. Chairman, £
yield myself 7 minutes.

Mr. Chairman, retired railroad work-
ers and the survivors of those who are
deceased are in need of immediate relief.
The need for increasing the amount of
monthly benefits paid to them under the
Railroad Retirement Act is urgent. It
demands immediate action upon the part
of Congress. Relief must be given at the
earliest possible day.

For several years now the scale of the
benefits to retired railway workers and
their survivors has lagged far behind the
steadily rising cost of living. This has
produced a situation that cannot and
should not be ignored any longer. The
condition of some of these retired work-
ers and their families, whom we seek to
aid by increased benefits, is desperate.
In many instances, it is pathetic, They
all need help and they need it now with-
out further delay.

The bill which we have reported goes
to the very heart of the matter by elim-
inating all controversial issues raised by
the bill being supported by a minority of
the committee and does the all-impor-
tant thing, namely, increases benefits to
all beneficiaries now under the railroad
retirement system and thereby grants
immediate relief to enable them to live
more in accord with what they are en-
titled to have as a result of long years
of service and the high rate of taxes that
have been paid into the retirement fund.

The bill we support provides the addi-
tional aid in an easy and effectual way
by making a straight increase of 15 per-
cent to all retired workers and 33% per=
cent to their survivors,’over and above
the amounts they now receive. These
increases would be effective immediately
upon the enactment of the bill. The in-
crease provided by this bill for retired
workers is larger than that provided in
the bill supported by the minority for
this class of beneficiaries and the amount
of increase provided by the bill for sur-
vivors is far in excess of the average paid
under social security to this class of ben-
eficiaries. Furthermore, it is hoped that
as a result of the study of the retirement
act, as provided in a special resolution
introduced on behalf of the majority of
the committee by the gentleman from
Arkansas [Mr. Harris), and which we
seek to have adopted in connection with
this bill, that it will be possible to find
ways and means of still further increas-
ing benefits and improving the stability
of the retirement fund.

MINORITY (CROSSFR) BILL

The committee did not consider it ad-
visable to accept H. R. 3689 as originally
introduced, and, voted upon in the com-
mittce, for two basic reasons. First, it
was so involved and complex that it
would have taken many months, and, in
the opinion of some even more than a
year, before the necessary records could
be completed to provide the information
on the basis of which the benefits could
be paid. In contrast to this the com-
mittee bill now before you, and, which
represents the views of a majority of
the committee, has removed all techni-
calities and makes it possible for the
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increased benefits payable within 1
month after enactment. All that it wil}
require is one letter to the Treasury
Department to increase the present ben-
efits of retired workers by 15 percent
and survivors of deceased workers hy
33Y; percent. It would be just as easy
as that, We recognized that there was
need for immediate relief. Our bill gives
it.

The second reason the committee se-
lccted the more simple and easy ap-
proach in preference to the involved and
controversial provisions of H. R. 3669,
was because it introduced new principles
into the Railrcad Ro:tirement Act, that
were foreign to, and, in conflict with, the
fundamental principles that formed the
basis of the Railroad Retirement Act.

A short summary of some of these pro-
visions is as follows:

(a) Transfer from railroad retirement
to social security all railroad employees
having less than 10 years of service.
Under this provision of the minority—
Crosser bill—the railroad retirement
fund would be entirely relieved of the
payment of benefits to persons who have
had less than 10 years of service in the
railrcad industry, and all such would be
transferred to the social security sys-
tem. This would affect approximately
5,000,000 individuals now having the
right to benefits, either present or future,
under the Railroad Retirement Act. All
of these individuals have paid into the
retirement fund four times greater than
that paid under social security, and, yet
they are stricken from railroad retire-
ment rolls and put under social security
without any compensation for the addi-
tional tax they have paid and which
under the minority bill would be for-
feited. There are many who believe
that a system can be devised that will
correlate the railroad retirement bene-
fits with those of social security, but,
everyone almost without exception, in-
cluding Murray Latimer, recognized to-
day, as the outstanding pension econo-
mist in this country, Social Security Ad-
ministration, Bureau of the Budget, are
all of the opinion that the method pro-
vided in the so-called Crosser bill would
be inequitable, unjust, and, fall far short
of accomplishing the benefits claimed
for it, and in fact would prove a great
detriment to stability of the railroad
retirement fund, and would weaken
rather than strengthen the fund.

(b) Fifty - dollar - work - limitation
clause: The minority sponsored Crosser
bill-H. R. 3669—provides what IS
termed a $50-work-limitation clause.
This would deny a retired worker the
right to earn more than $50 monthly in
employment covered by the Social Secu-
rity Act without losing his pension or an-
ruity. At present there is no such limi-
tation in the law.

Under the present Railroad Retire-
ment Act the only work restriction im-
poseG upon retired employees provides
that while receiving an annuity, they
must not be employed by a common car-
rier railroad recognized under the Rail-
road Retirement Act or by their last
regular employer prior to going on pen-
sion.

Benefits under social security are not
restricted in any way if annuitants are
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employed on the railroads or in any
other employment except that covered
under the Social Security Act. The re-
tired Government employee is not re-
stricted as to earnings because of em-
ployment in any other field except em-
ployment in the Federal Government.
It is only reasonable and fair that rail-
road employees, who will pay a higher
tax rate than either of the above-men-
tioned groups, beginning January 1,
1952, be given the same privilege to sup-
plement their fixed retirement incomes
in other fields.

One of the provisions of the present
Railroad Retiremcnt Act provides that
an employee who has attained age 60
and has 30 years of service may retire
on a reduced annuity. Each year a
number of empiovees who have been
disqualified for work by the railroads
and who do not meet the Railroad Re-
tirement Board’s disability test, as well
as many others who meet the require-
ments for a reduced annuity before age
65, retire on such a reduced railroad re-
tirement annuity and they obtain work
outside the railroad industry to supple-
ment their retirement benefits. This
$50-work-restriction clause will create a
great hardship upon the disqualified em-
ployee who did not qualify for a disa-
bility annuity, and of course it would
discourage others from retiring on a re-
duced annuity. It would practically
nullify the reduced annuity provision in
the present act.

The only argument that has been
made in favor of the $50-work restric-
tion contained in the minority bill is that
such a provision will provide additional
funds with which to finance the in-
creases and new provisions, such as the
spouse’s annuity, proposed by the mi-
nority.bill.

Although the present Railroad Retire-
ment Act provides for retirement at age
65 the average retirement age is about
68 years, which means that there has
been a saving in the railroad retirement
fund in two respects: First, no annuities
have been paid for the 3 years from 65
to 68; second, taxes have been received
during the same 3 years from these em-
ployees who could have been receiving
annuities,

Of course the $50 work restriction is
intended to create further savings by
discouraging retirement even at age 68.
The Railroad Retirement Board has esti-
mated that the $50 a month work restric-
tion will save the Railroad Retirement
Fund $50,000,000 2 year. When you
consider that the average annuity paid
each year is about. $1,000, then such a
$50,000,000 a year saving would mean
approximately 50,000 employees who are
ready for retirement will not retire be-
cause of the $50 limitation on earnings.
Thus, the minority—Crossser—bill
changes the Retirement Act into a com-
pulsory work act.

The Railroad Retirement Act as en-
acted by Congress was intended to make
it possible for men to retire, rather than
to be restrictive legislation. That is, it
proposed to provide benefits and encour-
age retirement of railroad employees at
age 65, instead of imposing restrictions
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upon the aged employee to discourage
his retirement at age 65.

Another feature overlooked in the $50-
work-restriction clause is the adminis-
trative problem, which will mean the
policing of some 200,000 retirement
claims each month by a corps of new
employees.

The Railroad Retirement Board's ex-
perience with respect to the policing
once every 6 months of the present work-
restriction clause as applied to the dis-
abled employee, should certainly pro-
vide sufficient evidence as to the amount
of extra work that can be expected if a
monthly check is necessary. All of this
is so unfair to retired workers that it is
inconceivable that anyone would recom-
mend its adoption.

(¢) Increased tax base from present
monthly wage of $300 to $400: The mi-
nority bill—H. R. 3669—seeks additional
revenue by providing that the present
payroll tax rate be applied to all wages
up to $400 per month instead of $300
as under the present law.

This increase of the tax base was vig-
orously opposed by the representatives
of the operating brotherhoods and others
coming within that classification on the
basis that in many cases it would result
in increasing the incividual's tax from
the present $18 to $24 per month, an in-
crease of 33Y; percent.

There are many other controversial
provisions of the minority sponsored bill
that might be enumerated and enlarged
upon if the available time had not been
limited to 2 hours of debate. It is in-
conceivable that debate on a bill of this
importance should be limited to such 2
brief period. When it is considered that
this bill affects the welfare of thousands
of aged people sufficient time should
have been allotted to enable the fullest
discussion to be had.

Before closing, however, I do wish to
emphasize that the committee in re-
porting a bill that leaves out all the
controversial features that would delay
passage, create dissension, and delay the
payment of increased benefits, has acted
wisely and in the best interests of these
needy retired railroad workers and their
survivors.

In this connection I direct your atten-
tion to the hearings that were held by
the committee. They demonstrate that
the sponsors of the proposed Crosser
bill—H. R. 3669—are the only supporters
of the bill. In contrast we find that the
Social Security Agency, the Bureau of
the Budget, and, practically every ac-
tuary either oppcsed the bill—H, R.
3669—as introduced, or, withheld ap-
proval. In making this statement I do
not wish to refiect on the sincerity of
those who worked long and hard in seek-
ing to find a complete solution of all the
problems inherent to the legislation,
but, the fact remains that H. R. 3669 is
not the answer. Its provisions call for
further study and additional informa-
tion before approval can be given. I
favor the adoption of the resolution that
will provide such a study, but, in the
meantime it is imperative that we pro-
vide immediate aid to the retired rail-
road workers and survivors of deceased
workers. This is what our bill does,
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ALL EXPERTS, SOCIAL SECURITY ADMINISTRATION,
AND BUREAU OF BUDGET OPPOSE MINORITY
BILL

Before voting on either the majority
or minority bill, I recommend that the
Members of the Eouse read the reports
received from the Bureau of the 3udget,
Social Security Administration, the
Squire report dissenting from Railroad
Retireinent Board report, the testimony
of Murray Latimer, the most outstand-
ing pension economist in this country
today, together with the testimony
given by all the actuarics who testified
in the Senate hearings but were not
called to testify in the Fouse hearings,
and, you will find that all of them dis-
approved of the changes sought to be
made by the minority report in the basic
principles of the present Railroad Re-
tirement Act or testified that the plan
submitted would be highly detrimental
to the stability of the retirement fund.

BUREAU OF BUDGET OBJECTS TO MINORITY BILL

The Bureau of the Budget in a clear,
logical and forceful manner opposes the
adoption of the minority bill—Cros-
ser—H. R. 3669, and, recommends only
a reasonable increase in present bene-
fits to be followed by a study of a plan
that would make the railroad retire-
ment system supplementary or addi-
tional to social security old-age benefits.
This would give immediate relief to re-
tired workers and their families without
delay and then a study with a report
at an early date of the possibilities of
increasing benefits under a combination
of railroad retirement and social-se-
curity benefits. This is exactly the posi-
tion taken by the majority of the com-
mittee. They believe in giving imme-
diate aid by increasing benefits at once
and then a study as to ways and means
of increasing them, with a report to be
made by February 15, 1951,

The following is the report of the Bu-
reau of the Budget appearing on pages
40 and 41 of the committee report:

BUREAU OF THE BUDGET,
Washington, D, C., May 22, 1951.
Hon. RoBerT CROSSER,
Cominittee on Interstate and Foreign
Commerce,
House of Representatives,
Washington, D. C.

My Dear MR. CROsser: In response to an
oral request from your committee the Bureau
of the Budget hereby submits a report on
‘H. R. 3669, a bill to amend the Railroad
Retirement Act and the Railroad Retirement
Tax Act, and for other purposes.

This bill would liberalize employee retire-
ment benefits by roughly 15 percent, would
add spouse’s benefits paterned after the old-
age and survivors insurance system, and
would raise considerably the level of sur-
vivor benefits. It would raise the taxable
wage base from $300 to $400 a month. It
would not raise railroad retirement tax
rates. Instead the bill proposes to meet in
part the cost cf these benefit increases by
shifting to the OASI system the full respon-
sibility for paying benefits to short-term
workers (those with less than 10 years of
railroad service). The bill would not re-
quire any transfers of money between the
trust runds but would merely call for a joint
Fedcral Security Agency-Ratlroad Retlrement
Board report by 1956 recommending such
legislative changes as would be necessary to
place the Federal QASI trust fund in the
same position 1n which it would have been
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if railroad employment had been covered un-
der OASI since 1936.

At the outset it should be made clear that
the principle of making the OASI system
the basic form of protection for all employed
people. would carry out the President’s rec-
ommendation made in his 1952 budget mes-
sage, to the effect that:

“Our aim should be to establish for alt
employed people a minimum protection that
each person takes with him wherever he
works. Pension and insurance plans for
speelal groups should supplement social-
security benefits as industry pensions al-
ready do for scveral million workers.”

This principle was also the recommenda-
tion of the Advisory Council on Social Se-
curity of the Senate Cominittee on Finance
whiclh repo.ted as follows on April 20, 1948:

“Railroad employees: The Congress should
direct the Social Security Administration and
the Raiiroad Retirement Board to undertake
a study to determine the most practicable
and equitable method of making the rail-
road retirement system supplementary to the
basic old-age and survlvors insurance pro-
gram. Benefits and contributions of the
railroad retirement system should be ad-
Jjusted to supplement the basic protection
afforded by old-age and survivors insurance,
50 that the combined protection of the two
programs would at least equal that under the
Ralilroad Retirement Act.”

H. R. 3669, although it appears to move in
the direction of interrelation, has a number
of serious defects.

1. The workers with less than 10 years’
service in the railroad industry—and these
make up a very large percentage of the
total-—~would get virtually all of their bene-
fits from the OASI system and nothing from
the railroad retirement system; yes under
the bill they would pay for the same OASI
benefits four times as much taxes as non-
railroad workers pay currently. In a sense,
the short-term employees would be forced
to subsidize the longer-term employees—-a
situation that might result in considerable
discontent.

2. Any breaking point between programs,
such as the 10-year limit, produces glaring
inequities. For example, under the bill, the
total retirement benefits at age 65 for a man
with earnings of $300 a month and with
9 years of railroad service and 11 years under
soclal security. would be reduced from $103
a month to §80. The total benefit for a man
with 10 years of scrvice under each system
would rise from $105.50 to $112.50 a month,

3. The principle set forth to govern the
Joint report on financial adjustment, if im-
plemented by law, would establish a very
questionable precedent, i. e, the favorable
tax rate and slower accumulation of reserves
under OASI would be made available to
another, separate program with limited cov-
erage. In effect, it puts the OASI system in
the position of paying benefits to another
system for the use and advantage of that
system, rather than directly to the individual
workers. Such a precedent might be used to
obtain for other special programs with lim=
ited coverage the advantage of favorable
OASI financing without actual participation
in that system. The strength of a compre-
hensive social-security program depends on
wide coverage with its pooling of high-cost
and low-cost risks; the proposed arranges
ment would weaken the system.

4. Because of the extreme complexity of
the proposed interrelations between the two
systems, those persons who are covered under
both would be thoroughly confused as t0
their rights, benefits, and equities. Th's
complexity would also give rise to delays
in adjud\catlng claims and to heavy admin-
Istrative expenses to both systems,

5. According to the estimates submitted
to the Senate Committee on Labor and Pup-
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lic Welfare by the Railroad Retirement
Board, the cost of the benefits of the rail-
road retirement system would exceed the
combined empiuvycr-einployce tax rate by
16 percent of payroll, which, on a level«
premium basis, is approximately $50,000,000
a year. The estimntes of the Board show
that in the absence of additional financing
the trust fund would be exhausted within
the next 50 years. Moreover, according to
the testimony which the Federal Security
Azency has prescnted to the Senate coin-
mittee, the division of cost between the rail-
road retirement program and the old-age and
survivors insurance program would call for
transfers in the opposite direction from that
indicated by the Railroad Retirement Board,
and in this event the inadequacy of the rail-
road tax rate would be even more than indi-
cated above. Because of the great impor-
tance of this to the financial soundness of
both systeins, this question should not be
left unresolved.

6. An increase of $1,500,000,000 in the un-
funded liability of the railroad retirement
fund would result under H. R. 3669, largely
from credits to be given to older workers
for their service prior to the establishmeit
of the system. This presents a serious ques-

tion of financial policy for a system with

limited coverage.

7. The Federal Government has appropri-
ated $330,000,000 for military service credits
of railroad workers. Most of this amount is
attributable to the military service of indi-
viduals whose benefits would, under the bill,
become a responsibility of the old-age and
survivors insurance system. The bill fails to
require the railroad retirement fund to make
a refund to the Treasury to reflect this trans-
fer of liability.

8. The absence of authority for financial
adjustments means that the OASI trust fund
would actually pay benefits to short-term
workers until 1956, with no legislative as-
surance of a subsequent settlement from the
Railrond Retirement Board. This lack of
assurance may well cause considerable ap-
prehension on the part of the workers and
their families who are relying on old-age and
survivors insurance for their basic economic
security.

Any need to provide higher and more
varied benefits for railroad workers toward
which the bill is pointed should and can be
met in a simpler and more equitable way,
consistent with broad national interests and
long-range objectives. Better dollar-for=
dollar value can be given by providing cov-
erage for all railroad workers under the old~
age and survivors insurance system, with
the railroad retirement program retained to
supplement the old-age and survivors in-
surance benefits. This would carry out the
recommendations of both the President and
the Senate Advisory Council on Social
Security.

The railroad workers would get more ben-
efits for less money if OASI benefits were
made available to all railroad workers, with
the Railroad Retirement Board paying the
difference between OASI benefits and the
present railroad retirement benefits. That is,
the workers would get the more advantageous
OASI survivors protection and, at the same
time, the present 12 pereent railroad retire=
ment tax rate eould be lowered to a com=~
bined OASI-railroad retirement rate which
has been estimated roughly at 8.5 percent.
As the OASI rate riscs over the years, the
combined rate would, of course, rise also,
but it would not reach its pcak of about 12
percent untll 1970, whereas the railroad re-
tirement rate is 12 percent now and will rise
to 12.5 percent next January. Alternatively,
rallroad retirement benefits might be in-
creased with less of a tax decrease.

We shall be glad to arrange for elabora=
tion of the points made in this letter should
your comumittece so dcsire.

OCTOBER 4

SOCIAL SECURITY ADMINISTRATION OBJECTS TO
MINORITY BILL

The following are extracts from the
social-security report recommending
against adoption of H. R. 3669 in its
present form:

While the Federal Sccurity Agency strongly
recommends the coordination of the railroad
system with the old-age and survivors isur-
ance program, we belleve that the method of
coordination proposed in H. R. 369 has
serious defects. In the opinion of this
agency the provisions of the bill would cause
misunderstanding and confusion among
those aflected by it, and the financial ar-
rangements proposed in the bill might have
adverse effects.

The provisions of H. R. 3668 which govern
the coordination of payments by the two
programs are inconsistent and difficult to
understand and to explain. The geuneral
principles on which tliey are based appars
ently are that old-age and survivors insur-
ance should pay the short-term railroad
worker and his survivors, and the railroad
program should pay the long-term worker
and his survivors, and thsat wage credits
under the two programs should be combined,
However, these principles are not consiste
ently carried out in the coordination pro-
visions and as a consequence, many inequi.
table and anomalous situations would arlse,

RECOMMENDATIONS OF THE FEDERAL SECURITY
AGENCY

In view of the above considerations the
Federal Security Agency cannot recommend
the adoption of H. R. 3669 or H. R. 3755. As
indicated, though, we are convinced that a
satisfactory method of coordination can be
developed. This should not be excessively
time consuming. However, we recognize
that there is a problem which must be solved
immediately. This problem, of course, is
that of the railroad workers who are already
retired and about to retire, as well as the
survivors of those workers who have died,
or will die within the near future. These
people are faced now with rising living costs
and inadequate benefits. There is no need
to postpone alleviating this problem until a
ccordination plan has been developed.

It would be possible, of course, simply to
provide a flat increase or a percentage in=-
crease in the benefits payable to these bene=
ficiaries. Alternatively, the committee
might wish to consider a solution to the
problem simllar to that which was adopted
for old-age and survivors insurance benefici=
aries who were on the rolls at the time of the
1950 amendments to the Social Security Act.

While the above is sufficient to show
the opposition of the Social Security Ad-
ministration to H. R. 3669 as oviginally
introduced, yet, a reading of the whole
report will prove most helpful in deter-
mining the wisdomx of the majority of
the committee in striking out of H. R.
36€9 the controversial features and leav-
ing a straight incvease of 15 percent to
retired workers and 335 percent to sur-
vivors with a study as advised by the
Social Security Administration, as well
as the Budget Bureau, to be conducted
immediately.

MURRAY W. LATIMER, OFTEN REFERRED TO AS THZ
FATHER OF THE RAILROAD RETIREMENT SYSTEM,
Is OPPOSED TO H. R, 3669
In testifying before the Senate Com-

mittee on Labor and Public Welfare on

S, 1347, & bill identical with H. R. 3669,

and confirmed by similar testimony be=

fore the House Committee on Interstate-
and Foreign Comnrerce qualified himself
to an extraordinary degree as an expert
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on all matters pertaining to old-age pen-
sions, and, with particular reference to
railroad retirement legislation.

He said:

My name is Murray W. Latimer. I am now
a consultant on_pension, insurance, and
other ‘employee benefit plans with offices at
1625 K Street NW,, in Washington. I have
asked for the privilege of appearing before
you today out of a sense of civic duty, be-
cause I have had unusual opportunity,
through the years, to study this type of legis-
lation. From July 1924 to January 1946 I
was Chairman of the Railroad Retirement
Board. It was my duty to present to the
committees of Congress, on' behalf of the
Railroad Retirement Board, proposals for the
major part of the railroad retirement legis=
lation as it now appears oh the statute books.
By the enactment of S. 1347 you would throw
into the discard certain principles which I
had thought kasic to the railroad retirement
system, or for that matter to any other sys-
tem providing social insurance against the
hazards of age. I feel a deep personal con-
cern about what happens to those principles
in the railroad retirement system.

Szcond, I have devoted more than 25 years
to the promotion of old-age security. I am
the author of several intensive studies of
industrial pension plans. Before there was
a Rallroad Retirement Act I was in charge
of the studies made by the office of the Fed-
eral Coordinator of Transportation, Joseph
B. Eastman, which formed the basis for the
original cost estimates of the railroad retire-
ment system.

I was the Chairman o. the Technical Board
of the Committee on Economic Security and
Chairman of the Old-Age Security Commit-
tee of that Board, and as such I was in charge
of the studies which preceded the old-age
parts of the Social Security Act; and I was
the first Director of the Bureau of the Social
Security Eoard which administers the old-
age insurance title of the Social Security Act.

During the past 4 years I have represented
the labor organization which is the bargain-
ing agent for about 90 percent of the workers
in the basic steel industry in the formula-
tion and revision of retirement plans appli-
cable to more than 600.000 men in the steel
industry. I am currently serving as pension
consultant to employers in the automobile
manufacturing, telephone, and distilling in-
dustries, to unions in the newspaper, the
paper manufacturing and lithographic in-
dustries, and to joint trustees representing
management and labor in the hosiery indus-
try in relation to problems having to do,
among other things, with the coordination
between private pensions and the Social
Security Act. What I have to say, therefore,
is predicated not only on my 11!; years of
experience with the railroad retirement sys-
tem but also on similar experience with title
II of the Social Security Act and with a
variety of private pension systems covering
more than 1,000,000 workers in other indus-
tries.

This background of experience gives
added weight to the testimony he gave
against the provisions of H. R. 3966—
Crosser bill. It is only by a full reading
of his testimony that the full significance
of the dangers involved can be under-
stood and appreciated. I, however, in
part, said:

Now I have & number of objections to
H. R. 3669, First of =all, it would result in
a tax levy on the vast majority of railroad
workers from NOW on in perpetuity, and in
return for which it is not proposed to give
equivalent value.

Second, it would produce a forfeiture of
annuity rnichts for an unknown but un-
doabtedly large number—when I say “large”
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I mean in the milllons—of former raflroad
workers with no adequate offsetting value,
and frequently no offsetting value at all.

Third, it would have the effect of reduc-
ing some annuities immediately and many
others within the next 2 or 3 years. This
is far from a bill to increase annuities.

Fourth, it would introduce inequi'ies and
anomalies on a staggering scale, and that
also in perpetuity.

Fifth, it would worsen labor relations on
the railroads, already in rather substantial
need of improvement, to the great detriment
of the national interest.

Sixth, it would adopt policies for the rail-
road retirement systems which, if applied to
a private pension plan intended to supple-
ment the Social Security Act, would pre-
clude an employer from getting credit as a
cost of operation for his contributions to
that pension fund. That is a matter on
which I am particularly concerned.

Seventh, it would permit the railroad re-
tirement account to retain all the appro-
priations on account of military service,
without any justification. It would amount
to a Government subsidy of about a quarter
of a billion dollars.

Eighth. it would make impossible the adop-
tion by Congress of a uniform national poli-
¢y on social security.

And finally, in my judgment, it would lead
with certainty to the creation of a Govern-
ment subsidy for this system, not disguised
in the form of an end sybsidy, not disguised
in the form of a Government subsidy, but a
plan, outright, unequivocal, unadulterated
subsidy,

With reference to the injustice inci-
dent to transferring railroad workers
with less than 10 years of railroad serv-
ice from Railroad Retirement to Social
Security, in part, he said:

The next valuation of the liabilities under
the railroad-retirement system, and I pass on
to the second point, Mr. Chairman, would, I
suppose, indicate some 5,600,000 or 5,750,000
persons who have been under the railroad-
retirement system since January 1, 1¢37, and
who in 1950 were not under the system.
Everyone of these has paid a tex rate at a
rate higher than he would have paid under
social security, and everyone of those who
has less than 10 yvears of service will have his
railroad retirement annuity wiped out. He
paid a tax on what I think he had a right to
assume was a promise of the Government of
the United States to pay him an annwty,
The Government now says it will not do so if
it passes H R. 3669. Now that wipes out
probably £350.000.000 or $400,000,000 right off
the books. That may be exaggeration.

I feet a rather keen personal interest on
that point because I have perjured myself
numerous times, involuntarily, but neverthe-
less I have told many people things which
just are not so. So I feel somewhat keenly
about it, and I would feel nonetheless so if
it could be shown that my estimate is grossly
exaggerated, but it is not.

I do not think that I have ever seen an-
other legislative proposal by & serious group
of people who advocated a plain, outright,
point-blank repudiation of Government obli-
gation. That is exactly what it is.

The impression has, been that the bill
H. R. 3669. Mr. Chairman, is a bill to increase
annuities under the Railroad Retirement Act.
That is one of its purposes. It also has an-
other purpose which is to reduce a good
many thousand annuities which are now be-
ing paid. Section 7 provides precisely that,
There is to be coordination after this bill is
passed by which those persons who have in
all good faith taken social-security employ-
ment, thereby acquired the right to benefits,
primary insurance amounts under the So-
cial Security Act, will have their beneits

12657

with respect to prior service under the Rall-
road Retirement Act reduced for that reason.
I do not know and neither does anybody else
know how many annuities that would re-
duce, but I would guess that it is in the
neighborhood of 20,000 to 25,000,

In concluding his testimony, 2Ir. Lati-
mer points out a method which could
in his opinion get desired resuits to the
kenefit of those under the Railroad Re-
tirement Act. He said:

I make this statement advisedly. You can
do this some other way and you will come
back eventually to doing it in the way that
is the one sensible way of doing it, which is
to accept the principle of the universality
of the social-security system, and build on
top of that for the railroad retirement people.

Now they ought to have a system over
and above social security. In particular the
disabjlity annuities are very, very desirable.
It would be unfortunate in the extreme to
take them out. Larger annuities than those
under the Social Security Act are needed. It
would te unfortunate in the extreme to sug-
gest that they be reduced. but to increase
them by taking it out of the hides of the
short-service people and to increase them by
reducing 20,000 or 25,000 of the present
annuitants and to increase them by taking
away tihe annuities which 5,000,000 people
have had the right to think they had is
surely not the way to do it.

There is a way to do it, there is a better
way to do it. and it will get more—I say this
all advisedly—it will get more for the long-
service railroad employees whom this bill
benefits to a great degree, it will get more for
them than H. R. 3669 will give them. And
you would get rid of the anomalies and the
inequities, you would get rid of the instabili-
ties that H. R. 3669 would introduce because
of its very great dependence on the rate of
Iorfeiture, and you would introduce equity
where now you have chaos.

That concludes my statement, Mr, Chair-
man.

Mr. Chairman, in conclusion ¥ want to
make it distinct and clear: There is no
dissension within the Committee on In-
terstate and Foreign Commerce in its de-
sire to give increased benefits to retired
railroad workers and their survivors.
The controversy that has arisen and that
has undoubtedly become apparent to the
Members of the House is the result of
provisions that are contained in the
Crosser bill which, in the opinion of a
majority of the committee. would change
the basic principles upon which the orig-
inal Railroad Retirement Act was passed.
A large majority of the members of the
committee were of the opinion that the
primary thing to be done at this time is
to give immediate relief to retired rail-
road workers and their survivors. The
stories that have come to us are pathetic.
They show that an urgent condition re-
sulting from the present high cost of liv-
ing makes it imperative that relief be
given at the earliest possible moment to
these retired workers. The committee
bill went to the very heart of the matter,
We eliminated all the controversial ques-
tions that were contained in the Crosser
bill, and went to the very heart of the
matter by saying we will at once give to
retired workers, a 15 percent increase and
to the survivors a 33!5 percent ircrease,
which raises their benefits above the so-
cial security allowance, and is in a larger
amount because 2 years ago we raised
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the pensioners but did not raise the sur-
vivors. This is an endeavor to correct
that situation. If that is done, I call
your attention that all that is necessary
for these retired workers and survivors to
get the increase, is for the Railroad Re-
tirement Board to write a letter to the
Treasury and say “increase pensioners
and annuitants by 15 percent and sur-
vivors by 334 percent.” And in the next
month’s mail, they will have their in-
crease.

What would happen under the Crosser
bill? If past experience can ke any
guide to us in this matter, there is no
doubt whatsoever in my mind, that it
would be, as some have testified, as much
as a year and maybe more before all those
who would seek to benefit under that bill
would receive their increased benefits.

The majority of the committee adopted
the substitute, with no desire other than
to do something, do it quickly, do it easily,
and in a way which would be helpful until
we could study the more controversial
features which are contained in the
Crosser bill, H. R. 3669.

Mr. COOLEY. Mr. Chairman, will the
gentleman yield?

Mr. WOLVERTON. Very briefly, if
the gentleman please.

Mr. COOLEY. Will the gentleman tell
us about the impact on the fund?

Mr. WOLVERTON, Iwill. Everyac-
tuary who testified in the other body,
testified that the Crosser bill would de-
plete the fund within 50 years, and that
at the time the fund would be depleted,
there would be $16,200,000,000 of unpaid
liabilities on the books to which the rail-
road workers would be entitled with no
money in the fund to pay them a single
dollar.

That is too serious a situation, in my
opinion, for those who are interested in
retired railroad workers to adopt a plan
without any testimony of actuaries to
support it. None were called for that
purpose. All who did appear testified
against the Crasser bill as being unsound
and detrimental to the stability of the
retirement fund. Bear in mind that not
an actuary from either the Security Ad-
ministration or the Railroad Retirement
Board, or the Bureau of the Budget was
ever called before our committee to give
any testimony whatsoever, probably due
to the fact that when they did testify in
the other body, they tes:ified against the
Crosser bill in that particular,

Mr. CCOLEY. Will the gentleman
tell us the impact of the Hall bill on the
fund as ccmpared to the Crosser bill?

Mr. WOLVERTON. The impact of
the Hall bill, if you read the testimony,
is such that in time—in perpetuity—it
would affect the fund, but it would not
do it immediately, nor anywhere near the
extent that the Crosser bill would affect
the soundness of the fund. The Hall biil
would not do it within the time that we
propose to make this study and report
back to the Congress.

Let me tell you what is in the offing.
I think you will agree with me that there
is a great deal of sense to it. I have not
committed myself to the proposition as
yet, but to show you the advantages that
might come from a study, toward in-
creasing all the benefits to railrecad work-
ers and their survivors without raising
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either the tax rate or the tax base, is a
suggestion which has been made by the
Bureau of the Budzet, the Social Secu-
rity Board, and Mr. Latimer, who is
above all others, the father of railroad
legislation.

They say, and it is true, that railroad
workers are paying four times as much
in the way of taxes as are paid by those
under social security, yet retired railroad
workers or their survivors are not re-
ceiving comparative benefits based on the
amount they pay. The suggestion is
made by the agencies I have referred to,
that the Railroad Retirement Board
could purchase from the Social Security
Administration for all retired railroad
workers all benefits under the social-
security system at the 3-percent rate the
amount now being paid by employers and
employees under the social-security sys-
tem. That would leave 8 percent differ-
ence between the 3 percent now being
paid by workers under social security
and the 12 percent being paid by railroad
workers. This method would provide re-
tired railroad workers increased benefits
to a considerable amount. I take it there
is a lot of real sense in that. It deserves
consideration to say the least.

When you talk about sincerity of in-
terest in behalf of the retired railroad
workers it does not begin or end with
any one individual in this House. I have
been in this House for 25 years. There
has never been a retirement bill that I
have not supported with my vote. There
is no one in this House, I care not what
his name may be, who has had and now
has a more sincere desire to be helpful
to the railroad workers than I have; and
I propose to do what Ithink is in their
interest and I will not be deterred from
doing that.

In conclusion permit me to suggest
this to the membership: Read the report
of the Bureau of the Budget; read the
report of the Social Security Adminis-
tration; read the testimony of Mr,
Squire, the dissenting member of the
Railroad Retirement Board; read the
testimony of Mr. Latimer, and I am
just as certain as that I stand here that
you will agree that the majority of the
committee have acted wisely and well
in saying that we will give immediate re-
lief to those who are in need, and make
a complete study between now and Feb-
ruary of next year under the resolution
that i{s pending to see what further help
can be given. (Ve ask you to support our
program by supporting the Hall bill and
the Harris resolution for an immediate
study as to ways and means of further
increasing benefits and strengthening
the stability of the retirement fund.

Mr. Chairman, I yield 5 minutes to the
gentleman from Florida [Mr. ROGERs].

Mr.CROSSER. Mr. Chairman, I yield
5 minutes to the gentleman from Florida
[Mr. ROGERS]).

The CHAIRMAN, The gentleman
from Florida is recognized for 10 min-
utes.

Mr. ROGERS of Florida. Mr. Chair-
man, I hope we can get the import and
purpose of the report as made by a ma-
jority of your committee. We are bring-
ing in here a bill which gives relief, teme
porary relief, needed relief, until a con-
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structive bill can be worked out under
which we can get the brotherhoods to
agree. I wish you would go back and
study the history of the Railroad Retire-
ment Act. When it first started there
was a fizht between the railroads and
labor and the act was held unconstitu-
tional. Then they got together in a
friendly manner and agreed on & bill and
it was passed and no question of consti-
tutionality was raised. In 1948 we gave
a 20-percent increase in benefits. Now
they want more. Surely they are entitled
to some further relief, and that is what
your committee has provided. That is
what your committee has done. There
appeared before your committee four
brotherhoods one way, some brother-
hoods the other way—a divided
approach.

Even your committee is divided. Look
at the report. We have been 2 or 3
months considering this question and
we differ on what to bring in. We have
three reports filed here. We have a
majority report, we have one minority
report and an additional minority report.
If we cannot arrive at something good
or worth while in that length of time, how
in the name of heaven can we call upon
you to exercise the privilege and function
that you have to legislate on this very
important matter?

It is important, Mr. Chairman, some-
thing should be done, and we ought to do
it in unison instead of coming in here
and fighting and fighting and fighting.
That is what we are doing. This is an
opporfunity to get together.

The Bureau of the Budget has said it
cannot recommend at this time the
Crosser bill. The Social Security Ad-
ministration came in with a report say.
ing that it does not favor the Crosser bill.
If you were to take the Crosser bill you
would have three changes from present
law,

First. It would integrate the railroad
retirement system into the social secu-
rity law. It would tie up the Railroad
Retirement Act with social security. The
Railroad Retirement Act has been out-
standing legislation within itself to take
care of railroad men, Now, they come in
here and try to tie it in to the social
security system. The Bureau of the
Budget says that should not be done
without further study and they say in
reference to the feasibility of integrating
this system into the social security sys=
tem that they could not give their en-
dorsement to such a program.

Second. Increase taxes to be paid by
railroad workers.

Third. It prevents an annuitant or
pensioner from earning more than $50
after retirement unless he wants to lose
his retirement pay.

Mr. WOLVERTON. Mr, Chairman,
will the gentleman yield?

Mr. ROGERS of Florida. I yield to
the gentleman from New Jersey.

Mr. WOLVERTON. Is it not a fact
that that provision under the Crosser
bill that would transfer workers with
less than 10 years of service.on the rail-
roads to social security would affect ap=
proximately 5,000,000 previous and
present workers?

Mr. ROGERS of Florida. I think that
is correct.
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Let me tell you what they are trying
to do further than that. Your Ways and
Means Committee is the father of the
social-security legislation. That com-
mittee has not been consulted and its
members do not know anything about
the provisions of this Crosser bill. They
ought to have an opportunity to come
fn here and say to this House: Before
we let you ruin a system that we put
into force and effect we want to study
it some, we want a further investiga-
tion.

It is not fair for the Committee on
Interstate and Foreign Commerce to im-
pose upon the functions of the great
Ways and Means Committee, that has
Jurisdiction of social-security legislation.
_ This is all we are asking you to do:
Just give these railroad people imme-
diate relief. They need it. But while
we are doing that let us make a study.
Let us get the Social Security Board,
the Railroad Retirement Board and the
Ways and Means Committee together
before we integrate and tie it up with
the social-security system. Let us not
take apart such legislation in effect un-
til we know what we are going to do.
Let the committee have further study on
this legislation.

We went through very activé hearings
and we heard evidence. We came to
the conclusion that the thing to do is
to give some temporary relief to these
people until we could work out a good
bill. That will not be long and there
will not be any further expense.

The bill, as reported by the commit-
tee, provides for an increase of 15 percent
in annuities and pensions and provides,
in general, for a 33%-percent increase
in survivor benefits.
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want to say to the gentleman further
that the Social Security Administration,
the acting chairman of the Social Se-
curity Administration, said that they
cannot recommend the adoption of H. R.
3369. In the Crosser bill they have a
provision that these fellows who have
paid their security tax, who have been
with the railroads for 30 or 40 years,
and when they get 65 years old and want
to retire—and they have a vested right
in that—if they do retire and get more
than $50 through self-employment or
through working for anybody else they
lose their retirement benefits. The en-
actment of this provision would be un-
constitutiona) on the ground of impair-
ment of contract.

Does that appeal to you as being fair?
If it does, let us attach an amendment
here that the Congressmen who have
taken advantage of the retirement pay,
when they quit this House, cannot go out
and secure employment or be hired by
anybody else and make more than $50.
If you do that, all right, but if you are
not willing to do that, let us not adopt
the Crosser bill. Now, the Crosser bill
will increase the tax base, thus increasing
the tax on employees as well as on
employers.

Mr. HALLECK. Mr. Chairman, will
the gentleman yield?

Mr. ROGERS of Florida. Iyield to the
gentleman from Indiana.

Mr. HALLECK. I have said to a num-
ber of railroad men who talked to me in
recent times, particularly during the re-
cess, that I thought they were entitled to
an increase in their pension and the pen-
sions of their widows, and I wanted to
vote for it. Would I be fulfilling that
obligation if I voted for the commit-
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brotherhoods that come here and point
out the defects in the Crosser bill, and
they say this:

We earnestly favor the passage of this ma-
Jority bill. It will accomplish four things:

1. Increase pensions and annuities 15 per-
cent.

2. Increase survivor annuities 33%; percent.

3. Increase lump-sum death benefits 25
percent.

4. Provide for a thorough study of the rail-
road retirement system in order to determine
what further benefits may be provided with-
out jeopardizing the fund.

That is what we want to do. We want
just a little more time to get all these
brotherhoods and agencies together if
you are not in too big a hurry.

The report goes on to say:

We oppose the minority bill (the original
Crosser bill) because:

1. It proposes a tie-in with social security
which will reduce the annuities of thousands
of retired railroad workers.

2. It increases the taxes to be paid by rail-
road workers.

3. It limits to $50 2 month the amount that
can be earned by a pensioner or annuitant.

4. According to every actuary who testified,
it will bankrupt the railroad retirement fund.

Are we going to let them do that? Is
it not to the interest of this Government
and to the interest of the brotherhoods to
give us a little time to study this bill
more thoroughly? That is all the com-
mittee amendment seeks to do. Let us
endeavor to get unity and harmony
among all classes of railroad employees
before passing a bill under the terms of
which all employees will have to abide.

Mr. WOLVERTON. Mr, Chairman, I
yield 5 minutes to the gentleman from
Massachusetts [Mr. HESELTON].
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Retirement Act. There is the greatest
need, however, for the beneficiaries who
are receiving the least, and under the
committee bill as reported those people
will suffer most in terms of being de-
prived of the benefits they need and
which we could provide under the origi-
nal H. R. 3669.

Let me give you two simple illustra-
tions: This flat percentage increase to
the surviving widow would increase her
benefit from $29.68 a month to $39.57.
That is under the committee bill. It
constitutes no relief.

For the average dependent child that
receives $17.1€ a month now, an increase
to only $22.90 under the Hall substitute
can hardly be described as adequate re-
lief.

However, under H. R. 3669, as it was
originally introduced, by reason of the
guaranty that these beneficiaries would
receive at least & minimum of what they
otherwise would be receiving under So-
cial Security, you would increase these
benefits up to between 60 and more than
75 percent, to people who desperately
need that assistance.

Let me give you two further specific
examples. Where the average monthly
pay was $150, under the present act a
widow receives $30.10 monthly. Under
the committee bill, she would receive
only $40.13; a widow under similar cir-
cumstances under the present Social Se-
curity Act receives $43.13; under H. R.
3669, as originally introduced, she would
receive $52.

In the case of a widow with one de-
pendent child where the average monthly
pay was $150, under the present act
she receives $50.17. Under the commit-
tee bill she would receive only $66.88;
a widow under similar circumstances un-
der the present Social Security Act re-
ceives $86.26; under H. R, 3669, as origi-
nally introduced, she would receive $104.

In the second place, I think we are all
agreed upon the principle that in trying
to provide this relief we must not jeop-
ardize this fund. The gentleman from
North Carolina [Mr. CooLey] asked a
question a few minutes ago as to the
possibility of jeopardizing the fund. In
our additional minority views we have
taken the report of the Railroad Retire-
ment Board on the cost of the Hall sub-
stitute. It is covered in the fourth and
fifth paragraphs. We have tried to
translate that in terms of dollars.

The result is the estimated annual cost
of the committee bill would be $720,790,-
000. The estimated annual income un-
der a $4,900,000,000 payroll, the payroll
they originally started with, would be
$612,500,000. So you have an estimated
deficit annually of $108,290,000.

My colleagues and friends have indi-
cated to you their conviction that some-
thing further must be done, but I say to
you when we are confronted with a
propesition that can and, I assert, would
result in the complete insolvency of this
fund in a little over 22 years, it would be
a most serious step for you to take.

What would be the result if we pass
the original H. R. 3669? Through the
savings involved and the additional reve-
nue provided, you would be assured that
you would not jcopardize the solvency
of the retirement fund. The total esti-
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mated annual savings and increased rev-
enue would be approximately $230,000,-
000. The committee received a respon-~
sible and, I think, reliable estimate that
the end result would be an increase of
the reserve to approximately $7,600,000,-
000 in between 15 to 20 years and from
that the fund would be stabilized at a
level of approximately $7,500,000,000.

The original H. R. 3669 has been de-
scribed as a hodgepodge. Let me say to
you that it is the work of a respon-
sible committee of 18 standard railroad
labor organizations over a period of
more than a year. They are not com-
ing in here with an overnight draft
of legislation and asking you to accept
it. They recognize what these changes
will mean to them and to the people
whom they represent.

It is true that the four operating
brotherhoods are opposed to the original
H. R. 3669, and I recognize their sin-
cerity. But I suggest to you that when
you weigh all the evidence and argu-
ments in reaching your final decision
you should take into consideration that
the people who have been working sin-
cerely and intelligently on this bill for
this long period of time and who have
supported it and defended it ably and
successfully before the committees of
both the House and the Senate are people
who have the best interests of all rail-
road workers at heart. We have a right
to rely upon their integrity, their hon-
esty, their intelligence, and their knowl-
edge of the matters which they place
before the committee and before this
House.

May I now briefly touch upon a few
of the major differences between the
griginal H, R. 3669 and the committee

ill.

H. R. 3569 would provide increases for
annuitants and pensioners and benefits
for aged wives of a total of 29 percent.

The committee bill would provide in-
creases for annuitants and pensioners of
only 15 percent and provides no benefits
for aged wives.

H. R. 3669 provides increases for sur-
vivors ranging from 60 percent to more
than 75 percent.

The committee bill would provide in-
creases for survivors of only 33Y; percent
and the end result would be a very large
number receiving lower benefits than if
the workers had been covered by social
security,

H. R. 3669 provides a fundamentally
vital guaranty that no beneficiary would
receive less than if the worker had been
under the social-security system.

The committee bill contains no such
guaranty,

H. R. 3669 establishes, as our minority
views attempt to explain, a sound system
of financing these necessary increased
benefits.

The committee bill is entirely silent on
the matter of additional financing but
proposes to take the necessary funds
from the existing reserve, although it
has been asserted that the existing re-
serve itse)f is very close to the danger
point under the present system of
benefits,

I recognize that in some quarters
there is considerable opposition to any
increase in the tax-rate base. But I
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would like to point out that this increase
is not only one so far as taxes are con-
cerned but that it also would provide in-
creased benefits of itself since those
benefits would be based upon that same
increase so far as computation is con-
cerned.

There is one incidental but very im-
portant provision in the original H. R.
3669. It has already been stated that a
great many railroad workers continue
work beyond the age 65 and that the
average age of retirement is approxi-
mately 68. Under =xisting law, such an
individual does not get any credit in the
computation of his annuity for any serv-
ice he renders after the end of the year
in which he becomes 65. He continues to
pay the same taxes on his earnings as
persons under 65 pay but receives no
credit for that service. This seems- to
me to be completely unjustifiable and
the original H. R. 3669 does provide that
any such individual will recsive the same
credit for service after 65 that he now
receives up to 65. The committeg bill
does nothing cbcut this.

In conclusion, I would like to call your
attention to a letter which has been de-
livered to all our offices today. It is
possible that it has escaped the atten-
tion of many. Consequently, and because
it is a concise and strong statement with
reference to the two proposals before us,
under the permission I received in the
Iouse, I wish to insert it at this point:

AMERICAN FEDERATION OF LABOR,
Washington, D. C., October 3, 1951.
To All Members of Congress:

I am advised that amendments to the
Railroad Retirement Act will ke heine th=
House of Representatives on Thursday and
Friday of this week.

As you know, a majority of the Commit-
tee on Interstate and Foreign Commerce
reported the Hall substitute for the original
Crosser bill, H. R. 669. This substitute se-
riously reduces the benefits provided in the
original Crosser bill. The Crosser bill was
carefully prepared by the best experts in
this particular field, in cooperation with the
18 standard rallway labor organizations af-
filiated with the A. F. of L. and with Mem-
bers of Congress who are recognized as hav-
ing comprehensive knowledge of railroad re-
tirement matters.

The American Federation of Labor has of-
ficially endorsed the original Crosser bill,
H. R. 3669, which provides the minimum
benefits necessary to meet the absolute
needs of railroad workers, their wives, wid-
ows and survivors, and at the same time
maintain the financial soundness of the rail-
road retirement fund. Conversely, the Hall
substitute reported by a majority of the com-
mittee fails in many important respects to
provide necessary benefits. Neither does the
substitute proposal provide the savings and
additional revenue required to maintain the
retirement fund in a sound financial condi-
tion.

Therefore, in behalf of the 8,000,000 mem-
bers of the A. F. of L. and particularly the
1,200,000 railroad workers who are members
of the A. F. of L. and an additional 2,000,000
A. F. of L. members who have had railroad
service and who have contributed to railroad
retirement, I sincerely urge that each Mem-
ber of Congress support Congressman CROS=
SER in his efforts to restore the original pro-
visions of H. R. 3669 when this matter comes
before the House.

With best wishes, I am,

Sincerely yours,
WM. GREEN,
President.
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Mr. WOLVERTON. Mr. Chairman, I
yleld 5 minutes to the gentleman from
California [Mr. HiNsHAwW].

Mr. HINSHAW. Mr. Chairman, I
think by this time every Member of the
House is impressed with the fact that
our committee wants to do something
constructive for the retired railroad peo=
ple and their survivors. Indeed they
need it.

But when you get to looking this sit-
uation over, and regardless of all of the
ins and outs you may hear on the floor,
you get down to some very queer deals
that are contained in this Crosser bill
before us. That is what troubles our
committee. We find these queer things
and we do not know what to do about
them because we cannot find anybody
that agrees upon what can and should
be done. Nobod: seems to agree, in or
out of the Goverr.ment, as to what ought
to be done permanently. That is why
we want to make a further study of it
and learn the true facts. Numerous im-
portant witnesses appeared before the
Senate committee that were not per-
mitted to testify before our committee.

Let me point out to you one thing. Per-
haps this may seem right or wrong to
you as you may see things, and you can
decide that for yourselves. You have the
Railroad Retirement Act that provides
that the men must pay in 6 percent of
their income to the fund and the rail-
roads pay in 6 percent of payroll to the
fund. It is proposed in the bill intro-
duced by the gentleman from Chio [Mr.
Crosserl—and God love him, he is &
great fellow—that at the time of retire=
ment if a person has not served 10 years
in railroad employment his retirement
business shall automatically be trans-
ferred from under the Railroad Retire=
ment Act to the Social Security Act.
Provision is made for the transfer of
funds by the Railroad Retirement Board
to the Social Security Agency on the
basis of 112 percent, of course, because
that is the social-security tax rate, so 112
percent of that worker’s income for
whatever time he work on a railroad—
less than 10 years—goes from the rail
road-retirement fund to the social-secu-
rity fund. Meantime, that worker has
paid a tax of 6 percent on his salary or
wages. 1 would like to ask you what
happens to the other 415 percent which
he has contributed to the railroad-re-
tirement fund. Under Government
civil-service retircment procedure, with-
in a given lengtn of time, I think it is 20
years, he gets a chance to get that money
back, if he asks for it. But you do not
get it back out of this deal, not by the
Crosser bill, because that extra 415 per-
cent he has paid in is retained in the
railroad-retirement fund for the benefit
of those who stay longer than 10 years
in the railroad service or their survivors,
In other words, under Mr. Crosser’s bill
if you are a railroad man who worked
9 years and 11 months for the railroad
before retiring, you will have made an
outright gift of 4'%2 percent of your sal-
ary, not for the benefit of yourself or
your own beneficiaries, but for the bene-
fit of those who will benefit ultimately
under the Railroad Retirement Act, be-
cause they worked for a railroad more
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than 10 years. That seems to me to be
wholly unfair. It Is estimated that
5,000,000 workers are so affected.

Then comes this business of the $50
work clause. We have always thought
that railroad employees who contribute
such a high proportion of their income
to their own retirement fund should be
free agents when they retire, as they
are now. After all, they contribute just
as much of their salaries as a Member
of Congress contributes to his own re~
tirement, They contribute 6 percent,
which is four times the social security
tax rate. There is nothing that re-
stricts a Member of Congress as to what
he may do after he retires. He can do
anything, and make any money he may.
But under the Crosser bill when a rail-
roader reaches age 65, and retires after
having served more than 10 years in rail-
road employment, if he earns more than
$50 2 month on the side, then he auto-
matically goes off the pension rolls.
Why is that? That is for the purpose
of forcing those old railroaders to stay
on the job as long as they can stand up
in order to provide another forty or
fifty million dollars, or whatever the
figure is, for these new Crosser bene-
fits. If the old railhead keeps on work-
ing on the railroad after he is 65 then,
of course, he is not drawing his pension.
When he does not draw his pension that
money is not paid out of the fund, of
course, so it becomes a saving to help
pay for the new Crosser benefits. That
seems {o be wholly unfair to the oldster.

One of the real objectives of the Rail-
road Retirement Act, in my humble
opinion, is to get these old people re-
tired after they reach age 65 and not to
keep them at work on the railroad, and
that is just what this bill will do.

Mr. WOLVERTON. Mr., Chairman,
will the gentleman yield?

Mr. HINSHAW. I yield.

Mr. WOLVERTON. I would like to
emphasize the argument that the gen-
tleman is making at the present time,
which in my mind is a very effective one.
It is alleged by the sponsors of the
Crosser bill that this work clause would
result in a saving of $50,000,000 to the
fund. If you figure that out, it means
this—considering that the average an-
nuitant or pensioner receives $1,000 a
year—that is about the average—it
would mean that 50,003 railroad workers
would have to continue at work beyond
the retirement age in order to make this
saving of $50,000,000.

Mr. HINSHAW. Of course, and from
my own observation, it is in the interest
of public safety and welfare, particu-
larly, to have the operating men retired
when they reach age 65. We do not
want old engine men falling asleep in
the cab, and we do not want trainmen
slipping because their aged limbs cannot
lift them up over the rungs of the lad-
ders. We want such people to retire.
That is what the act is for. We do not
want to keep them at railroad work.
This bill will keep them at work.

Mr. Chairman, one more thing—there
are several more things, but there is one
I want to mention at this time to show
you how cockeyed this whole deal is. In
1948, we. passed an act which frought
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the veterans who had railroad employ-
ment under the Railroad Retirement
Act, giving them credit for railroad
service while they were in the military
service. Many veterans came back and
took railroad employment, believing of
course that the contributions, made in
conjunction with the time that they
were in the service, would add up and
benefit them. Afost of these veterans did
not stay in the railroad service. Many
of them have left for better jobs after
a year or 2 years of service with the
railroads. But, under the act, which we
passed here a while back, $300,000,000
has been appropriated by Congress to
the Railroad Retirement Act, and an-
other $60,000,600 is duz to be appro-
priated as a contribution to the fund on
behalf of these veterans for the time they
spent in military service. Most of these
people are not any longer in the service
of the railroads, and unless they actually
work for 10 years for the railroads, they
will not come under the Railroad Re-
tirement Act under the Crosser bill
amendments. Hence, there are $300,-
000,000 or $360,000,000, most of which
will become a straight contribution of
the Congress, without any credit what-
soever to he side of the social security
fund on their behalf, so the act of Con-
gress intended to benefit them will be a
farce.

Those are some of the things we have
had to consider. That is why the ma-
jority of the committee—I think 18
members because there were 10 against
it, the majority of the committee, and
the division is across the aisle, there is
no division in the committee down the
middle-—thoroughly believe that we need
another 5 or 6 months to get the proper
reports from the various agencies of the
Government, and to get these union or-
ganizations together, and get everybody
together on a program which will really
worlk, and which will be rizht and honest
while maintaining the solvency of the
fund.

Mr, Chairman, I hear people say that
under the Crosser bill there is no in-
crease in the tax rate, and that is true—
but that does not mean that there is no
increase in tax under the Crosser bill.
In fact the Crosser bill does increase
taxes on the railroad worker by increas-
ing the tax base. Heretofore, the rail-
road worker has been taxed 6 percent on
his salary up to $300 per month. Under
the Crosser bill he would pay 6 percent
on his salary up to £400 per month. If
that is not an increase in taxes I would
like to know what you call it. It is an
increase of $6 tax rer month if he earns
$400 or more. The railroad workers that
I know about do not want any increase
in their taxes, but they will get an in-
crease if the Crosser bill is adopted.

Mr. WOLVERTON. Mr. Chairman,
will the gentleman yield?

Mr. HINSHAW. 1 yield.

Mr. WOLVERTON. I think it might
be well to bring to the attention of the
committee that at no time did the com-
mittee have before it anybody repre-
senting either actuarily or otherwise the
Budget Bureau or the Social Security
Administration, or the actuary of the
Railroad Retirement Board.
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HAW. The list of witnesses T listened to the hearings on this bill Mr. BECKWORTH. Mr. Chairman,
_Miimfﬁmn +ha nnmmittes was in.  literallv for weeks on end. and I think will the gentleman yield?
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ployees are likely to find it profitable to
retire, not only at age 65—and thus wipe
.out the savings above described—but
those with 30 years of service would re-
tire in the early sixties. This would
place additional burdens on the railroad
retirement account. Obviously, this
should be avoided. The savings de-
scribed above should be used to increase
benefits without increasing taxes rather
than to keep benefits at the present in-
adequate rates and forego the savings.
The $50 work clause is, of course, a lim-
itation; but this is part of the price for
substantial benefits. It really comes
down to this choice. Either there will be
substantial benefits for everybody with
the $50 work clause for everybody, or
there will be insubstantial benefits for
everybody without that ¢lause in order
to provide a windfall for the group that
can secure coverage under the Social Se-
curity Act. Aside from the fact that
substantial benefits are obviously pref-
erable to insubstantial benefits, the ben-
eficiaries cannot afford the losses, de-
scribed above, whith we would incur in
the absence of the $50 work clause.

The $50 work clause will not apply to
services not covered under the Social
Security Act, such as employment by the
Federal Government or services other-
wise excluded from the Social Security
Act. This is so because, first, the Social
Security Act itself does not prohibit the
payment of benefits to anyone while en-
gaged in such excluded services, and we
did not want to discriminate against rail-
road employees in this respect. Second,
the coverage under the Social Security
Act is now so wide, and the excluded
services so specialized that the number of
persons who, after retirement, could se-
cure employment in such services is very
small indeed. Finally, the policing of
work in the excluded services would be
extremely difficult since the earnings
from such service are not reported to the
Social Security Administration.

Available information indicates that
less than 10 percent of the employees now
retired on old age annuities are employed
in any service which pays them as much
as $50 per month. It would be mani-
festly unfair to deprive 90 percent of the
retired employees of an increase in their
annuities of approximately 10 percent to
take care of the 10 percent or less who
work and earn more than $50 per month
in outside employment following their
retirement.

The $50 work clause will not apply to
persons who retired before the enactment
date of the bill and who on such date
were engaged in service that is now per-
missible employment, that is, service in
which an annuitant can now engage
without forfeiting the annuity. The
reason for this is that many annuitants
now on the rolls may have decided to re-
tire when they did relying on the pro-
visions of thé present law permitting
them to engage in employment other
than for an employer under the act or for
the last person by whom they were em-
ployed before their annuities began. Ac-
cordingly, an applicant for a retirement
annuity had reason to assume that he
would have a source of income in addi-
tion to the annuity, and he may have
made plans for his old age on this basis.
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Mr. CROSSER. Mr. Chairman, I
yield 5 minutes to the gentleman from
New York [Mr. HELLER].

Mr. HELLER. Mr. Chairman, I want
to commend the gentleman from Texas
{Mr. BECKWORTH] and the gentieman
from New York {Mr. Kiein] for their
fair and excellent presentation of the
salient points of the bill under considera-
tion.

Mr. Chairman, I, too, desire to be re-
corded in favor of the Crosser bill. I
shall vote to restore the original pur-
poses of that bill and oppose the so-
called Hall substitute. I am aware that
there is a division among the labor
groups. Similarly, the House Interstate
and Foreign Commerce Committee, of
which I have the honor to be a member,
is divided in its views. But the fact re-
mains, as a number of Members have
already indicated, that the pensioners
are desperately and urgently in need of
relief. Evidently, some of us are not
aware that people are actually going
hungry while Members here ask for fur-
ther study. Who, may I ask, will feed
them in the meantime?

The railroad workers in my district
are desirous of obtaining the best bill
possible with the most benefits. The
Crosser bill is just that kind of a bill,
If you reject the Crosser bill, yoi will
be rejecting substantial increases and
benefits for retired people and survivors.
Let’s face the facts squarely. You will
te recorded in favor of the Association of
American Railroads and the representa~
tives of only 20 percent of the railroad
employees, if you support the Hall
substitute.

Among the advertising hucksters who
cater to the soap-opera trade there is an
old stand-by slogan—beware of substi-
tutes. Never was that slogan more
apropos than it Is in this case. The
House should beware of the Hall substi-
tute. This bill will leave thousands of
retired railroad men getting less than
social security would provide for them.,
The Hall substitute also leaves a major-
ity of the widows and children of rail-
read men in worse shape than under
social security.

Why are the supporters of this sub-
stitute measure so anxious that the bene-
fits under the Railroad Retirement Act
should not be superior to social security?
Is it mere coincidence that everyone who
favors a merger of the social-security
system and the railroad-retirement sys-
tem is also favoring the Hall bill? The
railroad system was started with benefits
superior to social security. Why, then,
is it so wrong to aspire to restore that
position to the railroad man? Why
should the people who contribute more
of their wages toward their retirement
not be entitled to greater benefits?

Some Members claim they cannot sup-
port the Crosser bill because of the $50
work clause. This point was raised by
my distinguished friends and colleagues,
the gentleman from New York {Mr. HaLtl
and the gentleman from New Jersey
{Mr, WorvertoN]}. Concern is felt that
this measure in some way takes away a
vested right on the part of retired people.
I do not agree with this view, To begin
with, less than 10 percent of all persons
now retired under the Railroad Retire-
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ment Act are presently employed.
Therefore, even if this were an injustice,
which I certainly deny, it wouid affect
only 10 percent of the retired employees
as against the other 90 percent, whom it
would favor.

Let us examine this section a little
closer. Social security, as was just so
ably explained by the gentleman from
Texas {Mr. BECKWORTHI], contains this
provision, known as the $50 work clause,
which was put into the act by this body.
Tens of millions of people now come
under social security. If the $50 work
clause is wrong for railroad retirement,
then it is just as wrong for social secu-
rity. But this section is not wrong.
Annuities under this retirement system
are not meant to supplement wages.
This is not a funded insurance plan.
This plan contemplates that everyone
should contribute a share of his earn-
ings in order to assure decent retirement
upon reaching the retirement age. If
this were an insurance plan, the people
on the rolls now and for the last 14 years
would be getting very little each month
because they have paid practically noth-
ing into the fund.

Men who are now retiring will draw
about 10 times as much from the system
as they paid into it. Those who have re-
tired in past years have paid in even less.
Why is it, then, that we pay these people
such benefits? Is it to enable them to
continue working? Do the younger men
enable these people to draw pensions so
they can go on working? Of course not.

The question in connection with the
work clause boils down to this: Shall we
have high benefits for everyone by adopt-
ing the work clause or low benefits for
all in order to permit less than 10 percent
of the people to continue to work? I
think the answer is obvious.

In connection with the work clause
there is another important fact. The law
now prevents people from working in the
railroad industry after they retire; con-
sequently, those who are working do so
outside the industry after their retire-
ment. With the exception of some man-
agement people, others in the railroad
industry are permitted to work as long
as they are able to do so. Therefore, an
employee is not forced to retire if he
feels he cannot get along on his annuity.
If this be the case, is not this man better
off to stay in railroad work where he is
more valuable, rather than go off into
another work? Our country is in a diffi-
cult situation, and we need skilled man-
power in the railroad field. If this work
clause is not adopted we are encourag-
ing able-bodied people past 65 who want
to work to leave the industry where they
are most valuable and seek other pur-
suits.

In summarizing, I want to make it
clear that if a railroad man feels he
wants to work after 65, we should make
it possible for him to continue to work
in the railroad industry. If he desires
to retire, he should be able to do so and
enjoy the benefits which this work clause
will make possible.

Mr. WOLVERTON. Mr. Chairman, I
yield 5 minutes to the gentleman from
Pennsylvania [Mr. VAN ZaNDT].

Mr. VAN ZANDT. Mr. Chairman, like
all of you, I have been the recipient of
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personal calls and printed material set-
ting forth the arguments for and
against pending amendments to the
Railroad Retirement Act.

I can truthfully say that those who
contacted me did so in a cooperatu{e
manner, thus convincing me of their
sincerity of purpose. Without doubt, the
information furnished me has been very
helpful in my study of this subject.

As many of you know, I am a railroad
man on furlough while a Member of
Congress. I come from a railroad fam-
ily and represent a congressional dis-
trict that has, without doubt, on a per-
centage basis, the greatest number of
active and retired railroad employees
in the United States. I mention this to
assure you that my interest in the Rail-
road Retirement Act is not seasonal be~
cause the subject is one that has been
with me since the law was enacted in
1935.

I have introduced over a score of bills
during my congressional career de-
signed to liberalize the provisions of the
Railroad Retirement Act. These bills
were introduced because of the need for
increased benefits to those retired and
to surviving widows and children. They
also provided for structural changes in
the act regarding the age of retirement,
the years of service required, and would
have amended other provisions of the
law.

To get action on these bills, I was
constantly in touch with the House
Committee on Interstate and Foreign
Commerce to such an extent that I know
at times my tenacity must have ex-
hausted the patience of the chairman
and the professional staff. This reso-
luteness on my part was not confined to
the House of Representatives, because
I was equally active in Senate circles.

Ever since the Eightieth Congress in-
creased benefits under the Railroad Re-
tirement Act by 20 percent to annuitants
and pensioners, the only replies I re-
ceived to my repeated requests for action
on my bills were that no consideration
could be given any railroad retirement
amendments until actuarial studies
could be completed, revealing the finan-
cial condition of the railroad retire-
ment fund and the impact such amend-
ments would have on it.

Speaking frankly, the repeated state-
ments that nothing could be done until
the actuarial reports were available,
were accepted by me as an exhibition
of sound judgment, because the future
of the Railroad Retirement Act d¢pends
upon maintaining the solvency of the
railroad retirement fund. In short,
those who have retired and those who
will retire must be able to look forward
to receiving their monthly retirement
checks with absolute certainty and
without any interruption.

Therefore, any vote I cast on railroad
retirement amendments will depend
upon their relationship in maintaining
the solvency of the retirement fund. In
o@her words, can the fund stand the ad-
ditional cost of proposed amendments,
or will such amendments so impair the
fund that their approval will threaten
the future of the Railroad Retirement
Act by making it financially impossible
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to fulfill its obligations to its benefi-
ciaries?

Another basic factor that I intend to
keep in mind during our consideration
of this legislation is that it is generally
agreed that retired employees and sur-
vivors of deceased employees must have
immediate relief. I know it will not
surprise many of you to learn that I
have retired railroad employees and sur-
vivors of deceased employees in my con-
gressional district who are actually
hungry and living under conditions that
you and I would find repugnant to the
American way of life. These people are
the victims of a frozen income over
which they have no control and Con-
gress, as custodian of the railroad re-
tirement fund, is obligated to provide
relief to these people through sound
amendments to the Railroad Retirement
Act.

According to the Railroad Retirement
Board, the average age of the disabled
and retired annuitant is 70.3 years and
the pensioner 83.2 years; while the aver-
age of the widow is 73.1 years. The aver-
age monthly benefit received by the an-
nuitant is $82.75 monthly; the pensioner
$79.79 monthly; and the widow $29.62
monthly.

Keeping in mind the present scale of
benefits, it may be well to look at the cost
of living figures as furnished by the Bu-
reau of Labor Statistics of the United
States Department of Labor. As of July
15, 1951, or about 3 months ago, the cost
of living had increased 82.7 percent over
the cost of living in 1837, the year the
Railroad Retirement Act became effec-
tive.

For an illustration, food had increased
114.8 percent; wearing apparel, 98.3 per-
cent; rent, 34.9 percent; fuel, electricity,
and so forth, 45.3 percent; house furnish-
ings, 103.6 percent; and miscellaneous,
63.5 percent. As I stated, prices of
everyday commodities have increased
during that period.

While these increases in the cost of
living were mounting during the period
from 1937 to 1951 the recipients of rail-
road retirement benefits received but one
increase—the 20 percent granted by the
Eightieth Congress. The widows, how=-
ever, received 1no increase.

It may be well for me to remind you at
this point that the 1937 or 1939 dollar is
not the same dollar in value that these
retired railroaders or their survivors re-
ceive today. It can truthfully be said
that they are the victims of not only the
high cost of living, but of the inflated dol-
lar. For that reason, they need assist-
ance and they need it immediately.

It is to the credit of the advocates and
opponents of the proposed legislation
that they are in agreement on the fact
that those already retired and the sur-
vivors of deceased employees must have
immediate relief.

Another factor that I cannot ignore is
one which concerns the railroad man of
today who will be the retired man of to-
morrow. He definitely is in favor of
structural changes in the Railroad Re-
tirement Act, that involve the reduction
of the retirement age from 65 to age 60
and he desires the option of retiring on a
full annuity after 30 years of service, re-
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gardless of age. In addition, he also
wants an increase in present benefits
without any increase in payroll taxes.
Above all, he wants nothing to do in any
way, shape, or form with the Railroad
Retirement Act becoming related to the
Social Security Act.

It is unfortunate that we have so much
difference of opinicn with respect to the
proposed amendments. For example,
members of the Railroad Retirement
Board are divided, actuarial experts can-
not agree in their opinions, the House
Interstate and Foreign Commerce Com-
mittee is divided and railway labor
groups have opposite views. Among the
thousands of railroad employees, you find
the same state of confusion exists re-
garding the prcvisions of these proposed
amendments. Frankly, from my conver-
sations with railroad employees, there is
no doubt that there is favorable senti-
ment for liberalizing the Railroad Re-
tirement Act, but, as many employees
have warned, all amendments should be
sound and should not impair the finan-
cial stability of the railroad retirement
fund.

In my great desire to protect the in-
terest of active and retired railroad em-
ployees and the survivors of deceased
employees, I have spent hours in dili-
gently studying not only the many hills
introduced in Congrezs but also the
printed hearings in the Senate and
House of Representatives, together with
the viewpoints of various railway labor
organizations.

In addition, I have studied the major-
ity and minority reports issued by the
House Committee on Interstate and For-
eign Commerce.

At this point I should like to discuss
House bill 3669 as originally introduced
and which is commonly referred to as
the minority or Crosser bill,

The original House bill 3669 provides
that retirement annuities shall be in-
ereased on an average of 13.8 percent,
pensions to be increased by 15 percent,
survivor benefits to be increased from
60 to 100 percent, and in addition to
provide for a spouse’s annuity, The re-
port on the bill states that—

These substantial increases provided in
the original bill, H. R. 3669, are made pos-
sible only because said bill makes certain
of the adequate financing by assuring cer-
tain savings to the railroad retirement fund
and by providing additional income for
the fund. The Rallroad Retirement Board
estimated that the combined yield of such
savings and additional revenue would
amount to about $230,000,000 annually.

It might be well at this time to discuss
the source of these savings and addi-
tional revenue from which the proposed
increases and new benefits are to be fi-
nanced. Let us first discuss the $50-
work-restriction clause.

The Crosser bill provides that annui-
tants and pensioners are prohibited from
earning in excess of $50 a month unless
they forfeit their monthly benefit for
such month. This same provision is in
the present Social Cecurity Act and has
been the basis of bitter and widespread
criticism. .

Under the present Railroad Retire-
ment Act, the only work restriction 1m-
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posed upon retired employees provides
that while receiving an annuity, they
must not be employed by a common car-
rier railroad recognized undcr the Rail-
road Retirement Act or by their last reg-
ular employer prior to going on pension.

Benefits under social security are not
restricted in any way if annuitants are
employed on the railroads or in any
other employment except that covered
under the Gocial Security Act. The re-
tired Government employee is not re-
stricted as to earninzs because of em-
ployment in any othcr field except em-
ployment in the Fcderal Government.
It is only reasonable and fair that rail-
road employees who will pay a higher
tax rate than either of the above-men-
tioned groups, beginning January 1,
1952, be given the same privilege to sup-
plement their fixed retirement incomes
in other fields.

One of the provisions of the present
Railroad Retirement Act provides that
an employee who has attained age 60
and has 30 years of service may retire
on a reduced annuity, Eath year a
number of employees who have been
disqualified for work by the railroads
and who do not meet the Railroad Re-
tirement Board’s disability test, as well
as many others who meet the require-
ments for a reduced annuity before age
65, retire on such a reduced railroad re-
tirement annuity and they obtain work
outside the railroad industry to supple-
ment their retirement benefits. This
850-work-restriction clause will create a
great hardship upon the disqualified em-
ployee who did not qualfiy for a disa-
bility annuity, and, of courses it would
discourage others from retiring on a
reduced annuity. It would practically
nullify the reduced annuity provision in
the present act.

The only argument that has been
made in favor of the $50~-work restric-
tion contained in the Crosser bill and
which has been borrowed from the So-
cial Security Act, is that such a provision
will provide additional funds with which
to finance the increases end new provi-
sions sponsored by the Crosser bill.

Although the present Railrcad Re-
tirement Act provides for retirement at
age 65, the average rciirement age is
about 68 years, which means that there
has been a tsaving in the railroad retire-
ment fund in two respects: First, no an-
nuities have been paid for the 3 years
from 65 to 68; second, taxes have been
received duriag the same 3 years from
these employees who could have been
receiving annuities.

Of course the $50-work restriction is
infended to create further savings by
discouraging retirement cven at age 68,
The Railroad Retirement Board has es-
timated that the $50-a-month work re-
striction will save the railroad retire-
ment fund $50.000,009 in-a year. When
you consider that the average annuity
paid each year is about $1,000, then such
a $50,000,000-a-year saving would mean
approximately 50,000 employees who are
ready for retirement will not retire be-
cause of the $50 limitation on earnings.

The Railroad Retirement Act as en-
acted by Congress was intended to make
it possible for men to retire, rather than
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to retire by restrictive legislation. That
is, it proposed to provide benefits and
encourage retircment of railroad em-
ployees at age 65, instead of imposing
restrictions upon the aged employee to
discourage his retirement at age 65.

Another feature overlooked in the $50-
work-restriction clause is the adminis-
trative problem, which will mean the
policing of some 200,000 retirement
claims each month by a corps of new
employees.

The Railroad Retirement Board’s ex-
perience with respecs to the policing once
every 6 months of the present work-re-
striction clause as applied to the dis-
abled employee, should certainly provide
sufficient evidence as to the amount of
extra work that can be expected if a
monthly check is necessary,

Also included in the $230,000,000 sav-
ings and additional revenue mentioned
in the minority report is the $100,060,000
savings estimated to be provided for in
the financial adjustment between the
railroad retirement and social security
systems.

The Railroad Retirement Board’s ac-
tuaries have estimated that approxi-
mately $40,000,000 of this saving would
be realized through the transfer to so-
cial security of railroad employees with
less than 10 years of service, and the
remaining $60,000,60C savings would be
the result of future contemplated legis-
lation, which is to be recommended
jointly by the Railroad Retirement
Board and the Federal Security Admin-
istrator by June 1, 1956.

Under this proposal. railroad service
after 1936 is to be considered employ-
ment under the Social Security Act—see
section 23 of original bill, H. R. 3669.
It might be well to point out at this time
that the Railroad Retirement Board ac-
tuaries have estimated that the cost of
the Crosser bill would be 14.12 percant of
a $5,200,000000 annual payroll. How=-
ever, this cost estimate is based upon
the financial adjustments between the
railroad retirement and social security
systems which include the so-called $60,-
000,000 contemplated savings for which
no legislation has been introduced or
recommended.

The Railroad Retirement Poard’s ac-
tuaries have also estimated the cost of
the Crosser bill without the $€0,000.000
contemplated savings would be 15.32 per-
cent of a $5,200,000,000 annual payroll.

With respect to the adequate financing
claimed of the Crosser bill, Mr. Musher,
chief actuary for the Railroad Retire-
ment Board, in his testimony before
the Senate committee, introduced a
table—see page 238 of Senate hearings—
which showed that, under the, Crosser
bill, the railroad retirement fund would
be entirely exhaused by the year 2000.
Mr. Musher in his appearance before
the Senate committee also testified that
to continue the railroad retirement sys-
tem after the reserve was exhausted
would require a pay roll tax rate of ap-
proximately 20 percent. Also, according
to exhibit on page 429 of the House hear-
ings, which was prepared by the Rail-
road Retirement Board’s actuarial staff,
there would be an outstanding liability
of $16,200,000,000 when the railroad re-
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tirement fund became exhausted in the
year 2000 under H, R, 3669, as origi-
nally introduced and commonly known
as the Crosser bill.

Mr. Robert D. Holran, a member of
the Railroad Retirement Board’s actu-
arial advisory committee, also appeared
before the Senate committee and testi-
fied that in his opinion Mr. Musher’s
cost estimates were on the low side. Mr.
Donald M. Overholser, an associate of
Mr, George D. Buck, labor’s member, on
the Board’s actuarial advisory commit-
tee, in his testimony before the Senate
committee, said that the plan embodied
in S. 1347, which is identical to the
Crosser bill, “would go on the rocks.
That is definite.” He further stated that
if he were a member of the railroad
unions he would “be scared about this
plan.”

Mr. Murray W. Latimer in his pre-
pared statement on S. 1347—which is
identical to the Crosser bill—stated that
under that bill that—

Either the railroad retirement system will
collapse or there will be a Government sub-
sidy. He further characterized the bill,
from the standpoint of financial soundness
as the extreme of recklessness.

Mr. Meyer, Chief Actuary for the so-
cial security system, was in complete
disagreement with Mr. Musher as to the
amount of possible savings that could be
realized by adjustments with the social
security trust fund under the Crosser
bill. According to Mr. Meyer's state-
ments the savings would be only about
$50,000,000 instead of $100,060,000.

Under the Crosser bill there is a new
eligivility requirement which provides
that a railroad employee must have com-
pleted at least 120 months of compen-
sated service in order to receive any bene-
fits himself under the Railroad Retire-
ment Act. The so-called residual lump
sum bznefit is a death benefit that may
ke payable to survivors.

The bill provides that upon retire-
ment or death of an employee who has
completed less than 10 years of service,
benefits to him or his spouse, or his sur-
vivors. will be payable under the Sccial
Security Act. However on the other
hand there is also a minimum service
requirement provided in the Social Se-
curity Act before benefits can ke paid
under that act. According to the
amended Social Security Act of 1850,
generally speaking, any individual who
attains age 65 after 1970 must have com~
pleted 40 quarters of coverage—calendar
quarters—in order to receive any kene-
fits for himself, his spouse, or survivors
under the Social Security Act,

Briefly this would mean that a rail-
road employee after performing .less
than 10 years of compensated service on
which compensation he paid a tax three
to four times higher than paid under
social security, would not be entitled to
any benefits at all under the Railroad
Retirement Act, and if he attained age
65 after 1970, then he also would not
qualify under the Social Security Act for
any old age and survivor insurance bene~
fits,

Under the present Railroad Retire-
ment Act an employee who has a current
connection with the railroad industry,



12666

and who has less than 10 years of service
and has attained age 60, is entitled to a
monthly disability annuity provided he
has been disqualified for work in his reg-
ular occupation. An employee who is
totally disabled and who has less than
10 vears of service is entitled to a dis-
akility annuity provided he has attained
aze 69.

Under the 10-year provision of the
Crcsser bill, such disabled employees
would not be entitled to any benefits un-
der the Railroad Retirement Act. How-
ever, if such employee had completed
sufficient sa2rvice to meet the require-
ments of the Social Security Act, he
would qualify under that act at age 65.
Lccording to the Board's statistics there
wers 453 disability claims awarded in
1949 1o disabled employees at age 60
who had less than 10 years of service.

According to the Railroad Retirement
Board's annual report for the year 1949
there were 4,811,700 former railroad em-
ployees with less than 10 years of service,
¢f which some 4,000,000 had less than 1
year of railroad service. The Crosser
bill proposes to forfeit the annuity rights
of such former employees and transfer
them to the social security rolls. To
begin with, none of these 4,000,000 for-
mer employees with less than 1 year of
sarvice would qualify for benefits under
the Social Security Act unless they had
performed additional employment cov-
ered under social security. It is reason-
able to assume that practically 90 per-
cent of tnese 4,000,000 employees with
less than 1 year of railroad service did
engage in and are still engaged in social
security employment. This being the
case, and because of the new effective
date of January 1, 1951 of the Social Se-
curity Act, the crediting of service and
compensation earned before that date
will not increase the old age insurance
kenefits payable to such former rail-
road employees.

The statement has been made by the
supporters of the Crosser bill that the
transfer of employees with less than 10
years of service to social security will
provide higher benefits than under the
present Railroad Retirement Act. There
is no doubt that if a study is made of
these 4,811,770 cases of former employees
with less than 10 years of service, it
would reveal that in at least 99 percent
of the cases the employee would receive
higher benefits under the present dual
system of paying both railroad retire-
ment and social security benefits.

The Bureau of the Budget in response
to a request from the House committee
has the following to say with respect to
the section of the Crosser bill providing
for the transfer of the less than 10-year
men to social security:

1. The workers with less than 10 years’
service in the railroad industry-—and these
make up a very large percentage of the
total—would get virtually all of their bene-
fits from the old-age and survivors’ insur-
ance system and nothing from the railroad
retirement system; yet under the bill they
would pay for the same OASI benetits four
times as much taxes as nonrailroad workers
ray currently, In a sense, the short-term
employees would be forced to subsidize the
longer-term employees, a situation that
might result in considerable discontent.
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The Crosser bill provides that the
retirement annuity or pension of an
individual shall be reduced beginning
with the mongh in which such individual
is receiving or is entitled to receive an
old-age insurance benefit under the So-
cial Sceurity Act.

To give an example: Take the case of a
former railroad employee who retired in
1941 on 30 years of service at age 65 on
an annuity amounting to $90 a month.
Assume further that during the war he
had social-security-covered employment
from 1942 through 1946, and applied for
and received a sccial-security benefit of
$20 a month, which was later increased
to $40 under the social-security amend-
ments of 1950.

By the operation of the Crosser bill
the railroad retirement annuity of $90
would be increased to $102 a month,
However, under the above provision,
where the retired employee in this case
was receiving $40 a month under socfal
security, his railroad retirement annuity
would be reduced from $102 a month to
$62 a month, which would mean that in-
stead of this retired worker receiving
higher total benefits, he would suffer a
reduction of $28 a month in his total
railroad-retirement and social-security
benefits, from $130 to $102 a month.

The impression has been given that
the Crosser bill is to provide increases
in all retirement annuities and pensions
payable under the Railroad Retirement
Act. That is one of its purposes. It has
another purpose, and that is to reduce
many thousand annuities which are now
being paid to individuals who have ac-
quired rights for benefits under both the
Social Security and Railroad Retirement
Acts.

Mr. Lester Schoene, counsel for the
Railway Labor Executives’ Association
kefore the Housz committee in support
of the original H. R. 3669, which is now
the Crosser bill, when asked by Con-
gressman BENNETT if, under the pres-
ent act, an individual could draw bene-
fits under both the railroad retirement
and social security, he stated, “That is
true under the present law; yes.” Then,
in answer to Congressman BENNETT'S
question, “Is that happening in a good
many cases?” Mr. Schoene answered,
“I do not know in how many cases it
happens, but I would say in a substan-
tial number; yes”—see page 542 of House
hearings.

Mr. Murray W. Latimer, in his testi-
mony before the House Committee—
page 278—in reference to the number of
casss in which retirement annuities now
being paid would be reduced under this
provision of the Crosser bill stated:

I do not know and neither does anybody
else know how many annuities would be
reduced, but I would guess it is in the neigh-
borhood of 20,000 or 23,000.

Of course, this is another of the pro-
posed savings provisions to provide addi-
tional income to finance the increased
and new benefits of the Crosser bill. It
sounds more like robbing Peter to pay
Paul,

The additional income listed as part
of the $230,000,000 made possible under
the Crosser bill to finance the increascs
and new benefits of the bill is provided
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by increasing the taxable compensation
from $300 to $400 a month. The House
report on the Crosser bill states that
“by increasing the limit from $300 to
$400, additional revenues of $80,000,400
per year would be provided.”

However, of the $80.000.000 additional
taxes obtained by raising the maximum
taxable and creditable comrzensation
from $300 to $400, only a fraction would
be available to finance the new increases
and benefits proposed in the Crozser hill,
The greater part of this additional reve-
nue would be used to meet the increase
in benefits that would result from tle
use of creditable compensation up io
$400 a month in calculating emplovee
and survivor benefits.

The proponents of the Crosser bill and
other proposals, as well as the House
Committee, were unanimous on one point
and that was in view of the rising ~ost
of living, which substantially reduces the
standard of living of retired workers
and the survivors, who are on a fixed :n-
come, the first problem to be met was
the urgentenecessity for increasing the
amount of the monthly benefits payable
to retired workers and survivors who are
now on the current retirement rolis.

In order to meet this neead, it will be
necessary to enact legislation that wiil
not require any administrative dificul-
ties. There are some 400,000 retirement
and survivor claims in current stafus;
therefore, there should not be any lezis-
lation enacted at this time that will re-
quire a reexamination of such claims be-
fore any increased benefits can be paid.
Such a delay is an absolute certainty
under the Crosser bill.

As an illustration, under the 1946
amendments to the Railroad Retirement
Act 200,000 claims had to be reexamined
in order to destermine if and how much
increased benefits would be payable on
each claim. It rcquired over 1 year to
complete the reexamination of those
200,000 cases, and of course, that meant
considerable delay in paying increased
benefits as provided under the 1948
amendments.

The Crosser bill proposes many
changes which will require considerable
correspondence and handling before a
claim can be certified for additional
bznefits,

For example, the spouse's annuity.
This is a new benefit which is payable
to the spouse and will require the filing
of an application and evidence to estab-
lish the date of marriage and aze of the
spouse,

The Railroad Retirement Board does
not even have a record of employees who
have a spouse. let alone the necessary
evidence to establish the date of birth
and marital status of such spouse. In
addition, the Board will have to hire and
train additional employees to process
these cases. The present employess of
the Railroad Retirement Board that are
trained to handle cases under the Cros-
ser bill will be busy handling the current
new claims,

On the other hand. we have before us
for consideration the Hall bill which
provides for a 15 percent increase to all
annuitants and pensioners, and a 33%-
percent increase to widows and survive
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ing children. This bil has been re-
ferred to as stop-gap legislation because
it does not contain any of the controver«
sial features of the Crosser bill, but does
provide an immediate increase to ree
tired employees and to widows and sur-
viving children.

My study of the so-called Hall bill re-
veals there is a difference of opinion as
to its cost. Some say it will completely
wreck the railroad retirement fund in
some 20 years; while others are of the
opinion that it is the only sound ap-
proach to amending the Railroad Re-
tirement Act without increasing the pay-
roll tax or adding to the cost of adminis-
‘tering the existing law.

Advocates of the Hall bill support their
position by stating that the increases are
reasonable and will not impair the rail-
road retirement fund. They also point
to the fact that the 1948 amendments
granting a 20 percent increase did not
cost as much as originally estimated, due
to increased wages, with the result that
the railroad retirement fund is in a
healthy condition today.

I recognize the honest differences of
opinion that exist between advocates of
the Crosser and Hall bills.

After detailed study and serious reflec-
tion, I am convinced that there is only
one position I can take to guarantee the
solvency of the railroad retirement fund
and to grant immediate relief to retired
employees and to widows and surviving
children and that is to support the bill
reported by the House Committee on
Interstate and Foreign Commerce and
referred to as the Hall bill.

In my support of the Hall bill, I realize
it is stopgap legislation, yet it provides
immediate relief to those in need of
assistance, and that is the crying need
of the hour.

On the other hand, I am in favor of
many of the provisions of the Crosser
bill, if it can be shown after further
study on the part of the House Commit-
tee on Interstate and Fereign Commerce
that these new benefits will not endanger
the flnancial condition of the railroad
retirement fund and that the relation-
ship between the Railroad Retirement
Act and the Social Security Administra-
tion, proposed in the Crosser bill, is not
one that will eventually result in having
the railroad retirement system absorbed
by social security.

In supporting the Hall bill I am doing
so with the understanding that the
House Committee on Interstate and For-
eign Commerce will be charged, as the
result of a House resolution, with the
responsibility of conducting a complete
review of all the provisions of the Rail-
road Retirement Act for the purpose of
liberalizing them if it is deemed possible
to do so.

To guarantee action by Congress on
the recommendations of the House Com-
mittee on Intersiate and Foreign Com-
merce the committee is instructed to
report to the House of Representatives
in the form of a bill not later than Febru-
ary 1952. In my opinion such procedure
is a sane and practical manner of
literalizing the Railroad Retirement Act.

In conclusion, by approval of the Hall
bill we will furnish immediate relief to,
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retired employees and to the surviving
widows and children. Next February
we can complete the task of liberalizing
provisions of the Railroad Retirement
Act in general.

Mr. CROSSER. Mr. Chairman, I
yield 5 minutes to the gentleman from
Connecticut [Mr. McGUIRE].

Mr. McGUIRE. Mr. Chairman, in
case there is any false impression here
today about any strife in our committee,
I want to have you know that a grander
group of fellows could not sit around a
table than the Republicans and Demo-
crats on the Committee on Interstate
and Foreign Commerce.

The gentleman from Pennsylvania
[Mr. Van Zanpr] said he comes from a
district which has the most raiiroad
men. I want you to know that I come
from the center of culture, whick: is noted
for Yale. I went to Dartmouth so I
am not trying to give them a plug. We
have Herman Hickman who is not only a
great football coach, but is practically
omniscient on television. Thirdly, we
have the New Haven Railroad, which
has the finest passenger equipment on
wheels, and they were awarded a plaque
for this from the American Railroad As-
sociation. I ride on the railroads every
single week. I was home Monday, came
back ‘Tuesday morning, and I went
back home yesterday morning, and
then came back this morning. I al-
ways insist on riding the New Haven
cars because they are so good. Some-
body has mentioned here that it is a
terrible thing about having this $§50
work clause. Are we aware of the fact
that over 30,000,000 workers who are
under social security have that same
thing, and are subjected to that $50
work clause?

I rise in support of the Crosser bill as
originally introduced. This is the bill
that a majority of the railroad workers
want passed. A minority of the organi-
zations of railroad employees and the
Association of American Railroads are
supporting the so-called Hall substitute.
The issues here are clear. There is no
doubt as to where all the interested par-
ties stand in this matter. We are faced
with a bill on one hand sponsored by
Bos Crosser that will put railroad re-
tirement benefits back to the position
they occupied for many years and at the
same time pay for those benefits. On
the other hand the substitute of the rail-
road companies leaves thousands of re-
tired employees and a majority of the
survivors worse off than they would be
under social security.

Much has been made of the fact that
the railroad organizations have not been
able to achieve a united front on this
matter. Because I am on the committee
and because I have an interest in this
problem, I want to make my views clear,
First, let me say that an overwhelming
majority of the employees—about 80
percent—are supporting the Crosser bill,
At the same time I want to say as em-
phatically as I can that the Hall substi-
tute is being supported by the Associa=
tion of American Railroads. No Mem-
ber of the House need assume that this
is a dispute between the two labor
groups, A majority of labor Is for
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Crosser, Management is backing the
Hall bill,

Ever since the Railroad Retirement
Act was first passed, the railroad com-
panies have been reluctant to agree to
liberalizing it. Each time the matter has
come before the House, the battle cry
that the railroad lobby has raised has
been “Let us have an investigation.
Then we can determine what we want
to do.” Once again the people who are
against the increases in the Railroad Re-
tirement Act are saying, with an appro-
priate amount of accompanying croco-
dile tears, “We want to increase the
benefits for these people, but, let us take
about 6 months to study the matter.”
The railroad men who are interested in
this have been studying it for 2 years.
The Crosser bill is the result. This talk
about another study is just a sham; a
delaying tactic that the House has heard
since 1935 when the original act was
passed.

I do not like the fact that the unions
are not united on this any better than
the rest of the House. I have friends in
both camps the same as every other Con-
gressman. At the same time, I want to
assure the House that I will not let this
division deter me from making the best
possible decision under the circum-
stances. I am the fellow that must an-
swer to the retired employees in my dis-
trict and I want to be able to say that
I supported the best bill. I want to be
able to prove that the maximum possi-
ble benefits will be made available to
retired people, their wives, and their
survivors.

All kinds of misunderstandings seem
to be running through the House. Some
have said that the operating unions rep-
resent a majority of the employees. As
a matter of fact, the operating unions
according to their own testimony before
our committee represent 22 percent of
the railroad employees. Others have
said that if the Crosser bill is passed, the
benefits will not be placed in effect for
several months. This is a misrepre-
sentation of fact. The Chairman of the
Railroad Retirement Board has stated
that within 30 days his organization will
be making payments under any bill that
the Congress passes. Others are saying
that everyone is in agreement that we
should pay 15-percent increases for re-
tired people and 3315 percent for sur-
vivors now and let the rest of the pro-
gram wait until the study is made. Iam
opposed to this procedure. Chairman
CrossER is opposed to this approach, and
the Railway Labor Executives Associa-
tion. which speaks for 80 percent cf the
affected employees, is opposed to it.

There is little good to be gained from
talking at length from the floor about
this matter. Right-thinking Members
of the House are faced with a problem.
The man who wrote the original Rail-
road Retirement Act has introduced sev-
eral amendments to the Railroad Retire-
ment Act. This same man has been re-
sponsible for every amendment to the
Railroad Retirement Act since it was
passed. The House now has the ‘choice
of following the advice of this expert,
Bos CROSSER, or not. There is no ques-
tion as to what the employees want:
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They want the Crosser bill and I will
vote for it.

As I told you before, I get home to
my district every single week, and some
times two or three times a week. The
American people are sick and tired of
stalling. Ido not want any more stalling
when it comes to making improvements
in railroad retirement.

Mr. WOLVERTON. Mr. Chairman, T
yield myself one-half m/inute to correct
a statement which I understand was
made by the preceding speaker, the
gentleman from Connecticut [Mr. Mc-
Guire] that the Railroad Retirement
Act and the amendments thereto since
1935 were due entirely to the gentleman
from Ohio [Mr. CrossEr]. While I do not
wish to take any credit away from the
gentleman from Ohio, I think with
pardonable pride I am justified in refer-
ring to the fact that during a portion
of the time there was a Republican Con-
gress. I had the honor of being chair-
man of the Committee on Interstate and
Foreign Commerce during that session.
I introduced legislation to increase bene-
fits. The committee reported favorably
a bill that increased benefits. It was
passed by the House and Senate. It was
approved by the President.

The CHAIRMAN. The time of the
gentleman from New Jersey has expired.

Mr. WOLVERTON. Mr. Chairman, I
yield such time as he may desire to the
gentleman from Kansas [{Mr. REEs].

Mr. REES of Kansas. I just want to
suggest to the gentleman from Connecti-
cut that he has not ridden on the Atchi-
son, Topeka & Santa Fe on the Super
Chief.

Mr. Chairman, the approval of this
legislation would, in my opinion, be an
act of simple justice. Only recently
Congress approved legislation liberaliz-
ing and increasing coverage under the
Social Security Act. Congress also pro-
vided for increases in benefits for those
retired from Government service. Lib-
eralization for other groups has also been
approved. The reason for such action,
of course, was largely because of the
mounting increased cost of living.

There have been little changes or
amendments to the Railroad Retirement
Act since 1937, except a slight increase
that was granted 5 years ago. I think
I should add right here that Congress
has seen fit to approve increased pen-
sions or benefits for other groups where
the entire increases came from Federal
funds. T mention this only to indicate
a policy that has been pretty well fol-
lowed by Congress in dealing with the
question of retirement benefits.

The railroad retirement system is the
only one I know of where contributions
are of sufficient amount by the employer
and employee to make it actuarily sound
and without contributions from the Fed-
eral Government.

Comparing the program and benefits
of the Railroad Retirement Act with the
Social Security Act, it is observed that
social security in some respects is more
liberal than railroad retirement, espe-
cially as it applies to the average worker
who has a wife and two or three or four
children. There are other things to be
considered, however, that are more fa-
vorable to the Railroad Retirement Act,
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among which are the very important
disability benefits.

I want to commend the great organi-
zation of railroad employees, numbering
approximately a million and a half peo-
ple, who occupy such an important place
in the business and industry of this
country, for the conservative and careful
manner in which they have guarded the
funds of this organization to make sure
it is solvent, so there may be no question
of its ability to meet payments to those
who are dependent upon its benefits for
a living after retiring from active service.

I had hoped the commitee would rec-
oinmend more liberal increases to the
recipients under this legislation. Of
course I do not want to impair the fund.
T do think, however, the fund would not
be impaired if the benefits to the retired
employees were increased 25 percent, in-
stead of 15 percent, and the payments
to dependents increased 50 percent in-
stead of 3315 percent.

In support of that statement I would
like to make a few brief observations.
The fund during recent years has been
accumulating in considerable amounts,
and rightly so. As of of June 1 this
year the fund amounted to $1,419,261,626
according to the committee report. It
is $356,000,000 more than the year be-
fore. During the present year, accord-
ing to the report, the increase will be
even greater, due to increases in wages
and increases in taxes collected for this
fund. I might add that the proceeds of
the fund are invested in Government
securities and the returns in that respect
are to that extent increased. Personally,
I feel there could be some savings in
administration expenses. Applications
could be processed through the railway
organizations and thereby save some of
so-called red tape. Burden against the
fund should be lighter because of a lesser
number of retired employees who had
retired when the Retirement Act was
enacted. Let me further quote from the
report of this committee:

Furthermore, it should be remembered that
with the adoption of the present benefits
under the Railroad Retirement Act in 1946,
the actuaries at the time overestimated the
cost of the additional benefits then proposed
and underestimated the funds to be availe
able from tax collections. In fact, the esti-
mates were conservative enough at that time
to permit within 2 years, 1948, an increase
of 20 percent for pensioners and annuitants
without affecting the solvency of the fund.
Also, since the increase in benefits. the fund
has continuously progressed beyond the esti-
mates of the actuaries, both in 1946 and in
1948. The major reason is that payrolls have
been constantly increasing. Therefore, the
committee is convinced from the testimony
as & whole that the benefits to be increased
under the committee substitute can be pro-
vided without immediately affecting the
solvency of the fund.

Mr. Chairman, the present need of so
many people who are recipients under
the terms of this act is such that relief
ought to be granted. When the railroad
retirement bill was passed, it was cer-
tainly expected there would be sufficient
funds that recipients would be reason-
ably well taken care of. Now because of
increased cost of living and other ex-
penses, their benefits are reduced by
more than 50 percent. The situation is
imperative. It was certainly not antici-
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pated these older people would be re-
quired to use up their accumulated sav-
ings, if they had any, as they are doing
now, or to adjust themselves to a far-
below-normal class of living.

Here is a group of thousands of highly
respected American citizens, nearly all
of whom have given their lives to a high-
ly important and responsible business,
that of handling the transportation cf
this country. They constitute a big
segment of the leadership of real Amer-
ican citizens. They are the people who
have had so much to do with the build-
ing and developing of American life,

It is not right that this group of
American citizens should be neglected
because of the failure of Congress to take
action in their behalf. After all, the
funds upon which they are dependent
do not come from the Federal Treasury,
but from their own wages and alloca-
tions from their employers, such allo-
cations being contributed as a part of
the compensation of the workers. I
hope the House will see fit to approve
this legislation.

I observe that the Bureau of the
Budget in commenting on this proposed
legislation calls attention to certain de-
fects, and recommends a study of the
railroad-retirement system. This is a
recommendation long past due. I hope
this Committee on Interstate and For-
eign Commerce, together with repre-
sentatives of the various railway em-
ployees, and representatives of the rail-
roads of this country, will at the earliest
possible time proceed to examine and
study this important problein and then
make recommendation to Congress with
respect to further needed legislation.

Mr. WOLVERTON. Mr. Chairman,
if it is in order to do so, having in mind
the limited time at the disposal of the
chairman and myself, I ask unanimous
consent that all Members be given the
privilege of extending their remarks on
the bill in the ReEcorp at this point.

The CHAIRMAN. Is there objection
to tine request of the gentleman from
New Jersey?

There was no objection.

Mr. GOLDEN. Mr. Chairman, this
will be a good day in the lives of the men
and women who work for the railroad
companies in this country, who have over
years past made their monthly contribu-
tions from their wages to the railroad
retirement fund. These employees of
this tremendously important American
industry have waited a long time for the
Congress of the United States to amend
and improve the provisions of the Rail-
road Retirement Act.

We Members of Congress who have for’
such a long time struggled and worked
toward economy and who have stead-
fastly tried to protect the overburdened
taxpayers, can support this legislation
wholeheartedly without any pangs of
conscience. .

From 1937, when the Railroad Retire=-
ment Act was created, the railroad com-
panies and the railroad employees have
paid their own money into this fund
until the accumulated surplus in the
fund, over and above all pcnsions, annut-
ties, and expenses paid out of the fund.
has reached the gizantic sum of in ex-
cess of $2,300,000,000. This sum repre-
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sents the savings for security that came
out of the wages of the railroad em-
ployees and the earnings of the railroad
companies; none of it came out of the
pockets of the taxpayers. Therefore, we
all can support fair and reasonable im-
provements and amendments to this
Railroad Retirement Act and know that
we are justly returning to these men and
women who have served the railroad
company apd who are serving it, their
own money.

Under the provisions of the Railroad
Retirement Act, the Congress of the
United States has the power and the
right to enact legislation, to regulate and
govern the pensions and annuities that
are paid out of this fund.

I suppose that every Member of Con-
gress has a large number of citizens in
their home districts that have been and
are employees of some railroad company.
As their representatives, we have the cb-
ligation and duty to first see that this
fund that they have provided for their
own security, shall be and remain solvent.
This is the best service we can render to
them. On the cther hand, and in view
of the tremendous rise in the cost of liv-
ing over the past few years, and in view
of the further fact that the pensions
and annuities being paid under the pres-
ent Railroad Retirement Act falls so far
short of giving to these men and women
the sort of protection and security that
is necessary for them to live in decency
and to maintain their standard of liv-
Ing, it is up to the Members of Congress
and the great committee that has juris-
diction over the Railrozd Retirement
Act, the Committee on Interstate and
Foreign Commerce, . to enact amend-
ments to the Railroad Retirement Act
that will give to all of the participants
of this fund just as large benefits as
can be justified by the present size of
the fund and the enormous intake of
wages and earnings that is fiowing into
the fund each month, having in mind
that our constituents want us to be sure
that we maintain the soundness and sol-
vency of their fund and that we, as Mem-
bers of Congress, give a good account of
our trusteeship in managing this fund
for them.

I represent a large number of citizens
in my hcme district who have made
railroading their life's work. It is my
considered opinion that considered as a
whole and as a group, the railroad em-
ployees over the Nation constitutz as
substantial a group of citizens as could
ke found anywhere in the United States.
Most of these men and wcmen have
chosen the railroad industry for their
life’s work; many hundreds of thousands
of them have keen in this employment
for long periods of years; a large percent
own their own homes; they are vitally
interested in the stability and progress
cf their country; they are loyal Amer-
ican citizens; and they deserve at our
hands the most careful consideration
that this committee and each Membex
of Congress can give to them in dealing
with this trust fund that they have
created cut of their labors and that we
administer for them.

Realizing as I did when I first came
to Congress, that I had the honor of
representing a congressional district that
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had a very large percentage of railroad
employees in it, I felt it was my duty
to acquaint myself with the Railroad
Retirement Act from its very beginning
to the present time. I have made an
exhaustive study of the history of the
Railroad Retirement Act, of the pro-
visions and amendments that have here-
tofore been enacted by the Congress and
I have studied the financial structure of
this fund and its administration from
the beginning up to the present time.
During my first term of Congress, I pre-
pared and introduced a new Railroad
Retirement Act; during my second term,
I prepared and introduced a second bill,
providing the four amendments to the
Railroad Retirement Act. I have here-
tofore spoken in Congress, trying to rep-
resent my people, urging the Members
to enact a new and improved Railroad
Retirement Act at the present session of
Congress. I had the honor and privilege
of appearing before this great Committee
on Interstate and Foreign Commerce
while it was considering this much
needed and improved legislation and I
gave to them such help and assistance as
I could from my study of this situation.

I said a monient ago that I felt that
this would be a glad day for our railroad
people here in the United States. We
have waited far too long to grant to them
improvements and amendments that
would afford larger payments of annui-
ties and pensions to the railroad em-
ployees, those who have retired and those
wkho will retire, and to their dependents.
It is my earnest hope that we may com-
plete and enact into law at the present
session of this Congress a much improved
railroad retirement bill that will afford
to all of our railroad constituents the
very best possible increases in payments
to them from this fund.

There are two things which I regret
very deeply. Those two things are these:
The members of this committee are not
agreed among themselves as to the kind
of bill that we should enact. One group
of Members favors the committee bill;
another group favors the Crosser substi-
tute. It is tobe regretted that this great
committee could not have agreed upon
one bill, but I think I know that each
member of this committee is sincere in
the position he is taking, and it is right
and proper under our form of Govern-
ment that we should bring these bills be-
fore the Congress for public debate so
that each man on the committee can give
to us the facts as he sees them and the
reasons for his position.

The other things which T deeply regret/
is that the large groups of railroad em-
ployees represented by the many differ-
ent brotherhoods who are so vitally in-
terested in this legislation could not agree
among themselves,

This committee was in session for a
Jong time and it gave opportunity to
representatives of the various brother-
hoods to bring their experts before the
committee and advocaie their views.
However, we are here today confronted
with the fact that one large group of
railroad employees favor the committee
bill and another large group of railroad
employees favor the Crosser substitute.

It is my belief that every Member of
Congress has constituents in his home
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district that are members of these vari-
ous railroad brotherhoods. It is per-
fectly apparent with the committee
divided and the brotherhoods divided,
that we will not be able as Members of
Congress to enact a new bill that will
be entirely pleasing and satisfactory to
everybody. Under these circumstances,
it is up to every Member of Congress to
let his conscience be his guide and to do
the very best he can for his people under
these trying and difficult circumstances.
There is one good thing about it, the
committee bill brings larger pensions
and annuities to these men and women,
and the Crosser substitute likewise
brings added benefits and payments of
annuities and pensions to these men and
women who are entitled to same.

While the bill which we will presently
enact is not perfect, we can enjoy with
all of the railroad men and women of
this country the fact that either one of
these bills is far better than the present
law that falls so far short in meeting the
high cost of living with which these peo-
ple whom we represent have to contend.
Even if we cannot bring out a bill that
everybody agrees upon, it is vital and
necessary that we do pass some amend-
ments that will give to these worthy and
needy people all of the benefits that the
fund can afford, and that we do it now
at the present session of Congress, with-
out any further delay.

Mr. SIEMINSKI. Mr. Chairman,
constituents in my congressional dis-
trict, who are receiving railroad retire-
ment pensions, annuities, widow's and
survivor’s benefits, have written to me
for aid in having a law passed to in-
crease the benefits they are now re-
ceiving which are much too meager to
enable them to live in a decent manner.

I am advised that railroad labor or-
ganizations representing only 22 per-
cent of the railway workers are op-
prosing this legislation, notwithstand-
ing the dire need for these increases
and the fact that there are other provi-
sions in the bill which will effect savings
and make up the money neceded to pay
for these much-needed benefits and in-
sure the financial soundness and solven-
cy of the Railroad Retirement Fund.

I seriously ask, “Is it fair for these
rcilroad organizations, representing a
small minority of the railway workers,
to deprive, by their actions, these worthy
retired railroad workers, their beloved
wives, and the widows and children of
deceased railroad workers, of the in-
creased benefits provided in the Crosser
bill which are so sorely needed at this
time?”

Mr. WOLVERTON. Mr. Chairman, I
yicld 3 rainutes to the gentleman from
Maine [Mr. HALE],

Mr. HALE. Mr. Chairman, I rise in
support of the committee bill.

I think it would be a great misfortuns
to adopt the Crosser substitute; because,
after all, the committee bill is the com-
mittee bill and any other measure which
may be offered in opposition to the.com-
mittee bill would be in the nature of a
substitute,.

The committee bill is what you might
czll a “quickie”; it gives quick relief
‘across the board. It is a short bill and
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{t is an intelligible bill. If you will look
at it you will ind that it consists of but
three pages; you can read it and it is
readily intellizible. The origir}al H R.
3369 takes up 24 pages; its provisions are
extremely complicated and anyth_ing out
intelligible on a superficial reading. I¢
is very dificult to understand after you
have studied it a long time. The mosé
serious complication in the Crosser bill
is the attemmpt to transfer the railway
employee with less than 10 years of serv-
ice to the social security system. .

My own point of view is that social-
security legislation should be made ap-
plicable to everybody in the United
States and that the privileges of the
Railroad Retirement Act and the bur-
dens of the Railroad Retirement Act
should be superimposed upon the social-
security legislation. That is not what
the Crosser bill does. Let me read to
you what the Federal Security Adminis-
trator has to say about the Crosser bill:

The provisions of H. R. 3669 which govern
the coordination of payments by the two pro-
grams are inconsistent and difficult to un-
derstand and to explain. The general prin-
ciples on which they are based apparently
are that old-age and survivors insurance
should pay the short-term railroad worker
and his survivors, and the railroad program
should pay the long-term worker and his
survivors, and that wagSe credits under the
two programs should be combined. How-~
ever, these principles are not consistently
carried out in the coordination provisions
end as a consequence many inequitable and
anomalous situations would arise.

L * * L ] .

It is very difficult to Justify the inconsist-
ency of these provisions on any basis other
than a historical one, and it would be almost
impossible to secure a clear understanding
among the noncareer railroad workers and
their families as to what program they
should look to for benefits, or what pro-
tection they are actually afforded.

I would also call attention very par-
ticularly to the testimony, and I wish I
had time to read it, because it is most
impressive, of Mr. Murray W. Latimer,
who was for 11 years a member of the
Railroad Retirement Board. If you will
read a summary of his objections to the
Crosser bill on pages 274 and 275 of the
hearings I think you cannot fail to be
very deeply impressed.

Mr. Chairman, I would also call par-
ticular attention to the language used
by the Bureau of the Budget at page 325
of the hearings.

Mr. WOLVERTON. Mr. Chairman, 1
yield 2 minutes to the gentleman from
Pennsylvania [(Mr. DenNY].

Mr. DENNY. Mr.Chairman, there are
several compelling reasons why I am very
strongly in favor of the committee bill to
amend the Railroad Retirement Act.

First. The first consideration is the im-
mediate increase in annuities payable to
the retired railroad employees. This is
the great necessity because of the in-
creased cost of living and because the
previous payments to the men have been
less in many cases than under Social
Security,

Second. This bill provides a material
increase in the payment to widows. This
is an essential, because of the fact that,
to my personal knowledge, widows of
railroad employees in my District are
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being paid less than widows who obtain
their pension from Social Security. This
bill completely corrects this disparity.
Third. The tax deducted from the em-
ployee’s payroll is not increased under
this bill to the extent that it would have
been increased under H. R. 3669. In the
latter, in some cases, the tax deduction
would have amounted to one-third more.
Fourth. There is no possibility, accord-
ing to the best actuarial authorities, of

 the benefits and pensions under this bill

endangering in any way the principal
fund under the railroad retirement sys-
tem, and the same authorities agree that
it would have been in jeopardy under the
original bill.

It is true that there are several contro-
versial features that are not covered by
this bill, but it is the purpose of the In-
terstate and Foreign Commerce Com-
mittee of the House and the express pur-
pose of the Senate Committee to im-
mediately initiate studies in order that
in the year 1952 what might be termed
an ideal pension bill may be drawn in
simple terms readily understandable with
the intention of covering all of these
controversial matters. The committee
firmly believes that a sound and equitable
pension plan can be drawn based on ac-
tuarial principles which will include the
three basic conditions of a good bill, First,
the benefit of the pensioner; Second, the
benefit of his survivors; and third, the
security of the principal fund. This will
require considerable study for the reason
that there was such a great difference of
opinion between ‘the railroad brother-
hoods, the railroad executives, the oper-
ators and the members of the committee.
This is a consummation devoutly to be
wished. I can assure you that it will
have the earnest effort of every member
of our committee.

Mr. WOLVERTON. Mr. Chairman, I
yield 2% minutes to the gentleman from
Arkansas [Mr. HARrIS],

Mr. CROSSER. Mr. Chairman, I also
yield the gentleman 215 minutes.

Mr. HARRIS., Mr. Chairman, I ap-
preciate the position we are in with ref-
erence to time for discussing this very
important bill. When I appeared before
the Committee on Rules I asked the
committee to give us a minimum of
3 hours anyhow. In its wisdom it re-
ported the rule providing 2 hours for
general debate.

Mr. Chairman, I could not undertake
to say what I would like to say to ex-
plain to Members of the House in 5
minutes this involved problem. I ap-
preciate very much the position of the
chairman of our committee, but 2%
minutes is very little time. I regret ex-
ceedingly that I find myself, as other
members of the committee, on the other
side of this discussion from that of the
very fine, able, and distinguished chair-
man of the committee. He is an out-
standing Member of this House. I have
the highest regard for him. He has
had great interest in railroad employees
as well as all other people of the United
States. He is to be highly commended
for his active and conscientious efforts
over the period of years in this Congress.

In reference {0 the merits of the bill,
I merely want to say, Mr, Chairman,
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that when we get into the 5-minute rule,
it will be my intention to ask for 5 min-
utes and perhaps an additional 5 minutes
under the circumstances, at which time 1
expect to try to outline to you briefly
some of my own thoughts regarding this
railroad retirement bill.

Mr. Chairman, I am supporting the
provisions of the committee substitute.
It was reported by our committee after
lengthy hearings and long and careful
consideration. The reason for my posi-
tion is this: The Social Security Admin-
istration is opposed to both bills which
were originally introduced by the chair-
man of our committee, one bill sponsored
by the nonoperating employees and the
other sponsored by the operating em-
ployees of the railroads. They gave their
reasons for opposing both bills, but said:
There is a way that immediate relief can
be given by a simple increase in per-
centages and give it now. I intend to
undertake to explain some of the things
that the Social Security Administration
recommended to our committee, which
caused me, among other things, to form
my own opinion in this matter. The Bu-
reau of the Budget is opposed to the bill
as introduced by our fine and distin-
guished chairman, and they set out, I
believe, some 10 or 11 reasons why they
were opposed to it. The Railroad Re~
tirement Board is divided on it, one to
two; two members of the board taking
one viewpoint and the other member tak-
ing another viewpoint. The railroad
employees are at variance, sharply
divided. Mr. Chairman, I want to say
the attitude of the members of this com=
mittee to me clearly illustrates what I
think is the attitude of most members;
that we regret to find ourselves in the
middle, and we are going to have to pass
on something where there is such wide
diversion of views among those most
vitally affected. So consequently, be-
cause of all of these involvements and
the five major policies, I intend to draw
to your attention the fundamental issues
when we get under the 5-minute rule.

I say to you we need to give the imme-=
diate relief now that can be given with-
out affecting the soundness of the fund,
without becoming involved with all the
frills of the social security integration
with railroad retirement, and then adopt
the resolution the Committee on Rules

.reported calling for an immediate study

that will bring together all these elements
that are in dissension. Let us do what we
can now and treat these employees, who
are paying 6 percent now and 6%; per-
cent beginning January 1, a total of 12'2
percent going to the fund, fair, and see
what should be done for them after fur-
ther study on these highly controyersal
points that they may get what they are
entitled to have.

Mr. WOLVERTON. Mr. Chairman, I
yield 5 minutes to the distinguished ma-
jority whip, the gentleman from Tennes-
see (Mr. Priestl.

Mr. PRIEST. Mr. Chairman, I ap-
preciate very much the generosity of
the distinguished ranking minority mem-
ber of the committee in yielding me these
5 minutes. Obviously I cannot go into
all of the details of this rather compli-
cated legislation in that time, but as the
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gentleman from Arkansas {Mr. HARRIS]
suggested, I intend to get time under the
5-minute rule to explain fully why I
believe that the wisest policy of the
House of Representatives at this time
is to adopt the substitute bill reported
by the majority of the Committee on In-
terstate and Foreign Commerce. There
are some very impelling and compelling
reasons why I believe that this should be
done at this time. Most of them already
have been mentioned but there are a
few angles that I think deserve further
consideration.

I now want to make reference to one
statement made by my very distin-
guished and good friend from New York
[Mr. HeLLER] in the remarks he made to
the House. He intimated that those who
are supporting the so-called Hall bill
are those who want to bring about a
merger of social security and the rail-
road retirement system.

I have made a pledge time after time
to the railroad people in my district,
and I have three railroads that center in
Nashville, Tenn., that I would un-
alterably oppose the merger of the social-
security system with the railroad retire-
ment system. I told some of the non-
operating men of that district last week
that if we adopt this 10-year provision
in the Crosser bill, taking men with less
than 10 years service and placing them
under social security this year, next year
we will be taking the 15-year men and
the next year the 20-year men. Make
no mistake about it. If you are opposed
to merger of social security with the
raflroad retirement system, you are be-
ginning that thing right now if you adopt
that provision. I have always been op-
posed to it and I am opposed to it still.

Let me emphasize also that, as other
members of the committee have stated,
there is no great dissension among mem-
bers of the committee on what we want
to do. Everybody wants to do a job at
this time, and do a good job for the bene-
ficiaries of the railroad retirement sys-
tem.

I do want to mention also this one
‘thing, because it has been brought up
time after time. I am unalterably op-
posed on moral grounds, if no other
grounds, to this so-called $50 work
clause. I was opposed to it in social
security and I am now having prepared
an amendment that I shall introduce in
the House of Representatives to repeal
that part of the Social Security Act. I
believe it is morally wrong, it is ethi-
cally wrong, and I do not believe it is
sound Americanism to say to an Amer-
ican citizen who works 30 years for a
railroad, or however many years he
might work, and pays 6 percent into a re-
tirement fund, *When you retire you
cannot make more than $50 in a month.”

I know of a case in my district of a
man who has worked for the N. C. &
St. L. Railroad 37 years. He has a little
workshop in his basement and does
upholstery work. I asked this question
of a witness: “If this man in any month
takes in 10 chairs at $6 apiece and
finishes those 10 chairs earning $60 in
that month, would he lose the $92 annu~
ity for that month?” The answer was,
“Yes, if this provision is adopted.” Is
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there anything sound, is there anything
moral in that sort of situation?

Mr. Chairman, the majority of the
commmittee has shown in this bill what
we believe can be done now to afford
quick relief. We propose to bring up
as soon as this bill is passed a resolu-
tion providing for study to clarify a lot
of these provisions that have created
so much confusion among so many dif-
erent segment of our economy and

gencies of the Government that are in-
terested in this situation. It is my opin-
fon that the best thing we can do is
pass the substitute, the committee bill,
and then engage in that study and report
back to the Congress later.

The bill reported by the committee
does not represent hasty action on the
part of the committee. On the contrary,
it is the result of action taken only after
extended hearings and numerous execu-
tive sessions at which painstaking con-
sideration was given to a great variety of
proposals for a liberalization of benefits
under the Railroad Retirement Act. The
hearings covered some thirty-odd bills,
but the testimony was directed largely
to two bills, one, H. R. 3669, sponsored by
the nonoperating group of employees,
and the other, H. R. 3755, sponsored by
the operating group. These bills were
strikingly different in their proposals, but
I do not have the time to go into details
with respect to that. What I wish to
emphasize right now is the extent to
which there was agreement on the part
of all interests represented at the hear-
ings.

Two matters on which there was vir-
tually complete unanimity on the part
of all who appeared at the hearings were,
first, the importance of preserving the
solvency of the retirement system, and,
second the undesirability of any increase
in the present tax rate on employers and
employees for the support of the system.
The rate is now 6 percent on each and
next year will reach its final level of 6%
percent on each. In striking contrast,
the rate for the support of the social
security system of old-age and survivors
insurance is only 1'% percent each on
employers and employees and is sched-~
uled to go up gradually until it reaches
a final level of 3 percent on each in
1970. In other words, the tax on em-
ployers and employees covered by the
railroad retirement system is now ex-
actly four times that paid by employers
and employees covered by the social se~
curity system. As the two sets of taxes
are now scheduled, this differcnce will
gradually decrease until 1970 and there-
after the railroad tax will be only slightly
less than twice the social sccurity tax.

The problem with which the commit-
tee was confronted in considering this
proposed legislation, therefore, was that
of determining what, if any, increases
could be made in the kenefits under the
Railroad Retirement Act without seri-
ously endangering the solvency of the
system and without increasing the rate
of tax now imposed on employers and
employees for the support of the system,
The bill reported by the committee rep-
resents the best judsment of the major-
ity as to the maximum cxtent to which
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present benefits may be increased within
these two limitations.

Under the bill as reported by the com-
mittee, all retirement annuities and pen-
sions are to be increased 15 percent, all
survivor annuities are to be increased
3313 percent and all lump-sum death
payments are to be increased 25 percent.
These increases are both substantial and
generous. According to estimates made
by the actuaries of the Railroad Retire~
ment Board, the increases proposed in
the bill would add more than $100,000,-
000 a year to the present cost of the rail-
road-retirement system, raising the cost
from 12.60 percent of the estimated level
payroll of $4,900,000,000 to 14.71 percent
of such payroll. When it is remembered
that the present total payroll tax for the
support of the system is 12 percent, to be
increased next year to the final figure of
12.5 percent, it is obvious that such an in-
crease in benefits would carry a serious
threat to the solvency of the system
in the absence of some way of offsetting
it through savings or otherwise. In rec-
ognition of that fact, the committee has
accompanied its report on the bill with
a recommendation for a prompt study of
the possibility of relating the railroad
retirement system to the social-security
system in some such way as to bring
about savings to the railroad retirement
system sufficient to offset, or at least
largely to offset, the cost of the increases
in benefits for which the reported bill
provides.

The liberality of the increases pro-
vided for in the bill as reported by the
committee is evident when the resulting
benefits are compared with the corre-
sponding ones paid under the Social Se-~
curity Act, bearing in mind that one of
the principal reasons for the demand by
railroad employees for an increase in
benefits under the Railroad Retirement
Act was the action taken by Congress
last year greatly liberalizing the benefits
payable under the Social Security Act,

The basic benefit under both the rail-
road retirement system and the social
security system is the monthly benefit
payable to an employee upon his retire-
ment, which, although paid monthly, is
commonly referred to as a retirement
annuity. This is unquestionably the ben-
efit with which all employees are pri-
marily concerned. With respect to this
paramount benefit, the Railroad Retire-
ment Act, as amended by the committee
bill, would be far more than twice as
liberal as the Social Security Act.

As a result of the 1950 amendments,
the maximum old-age-retirement annu-
ity now payable under the Social Secu-
rity Act is $68.50 per month. Within the
next few years, however, when the new-
start provisions of that act become
operative, the maximum will be $30 per
month. Without further amendment of
the statute, it will never exceed that
amount. Moreover, that maximum of
$80 is far more theoretical than real.
Only a comparatively few workers will
ever receive that much because of the
method prescribed in the Social Security
Act for determining the amount of the
annuity. The act fixes it at 50 pzrcent
of the first $100 of the average monthly
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wage not in excess of $300, plus 15 per-
cent of the balance. The average
monthly wage, however, is determined
by dividing a man's total earnings while
in covered employment, not in excess of
$3.600 in any calendar year, not by the
number of months during which he was
actually at work, but by the total num-
ber of months elapsing between Decem-
ber 31, 1950, or the date he reached the
age of 22, whichever is later, and the
date he reached age 65. The result is
that in order for anyone who reached
age 22 after 1950 to have an average
monthly wage of $300, when he comes
up for retirement, he must have worked

steadily in employment covered by the

act from age 22 to age 65 and earned as
much as $3,600 in each of those 43 years.
As I have said, only a relatively few can
be expected to meet that requirement.

Under the Railroad Retirement Act,
the amolnt of the annuity depends upon
the number of years of railroad service
and the actual average monthly earnings
during such period of service, not in ex-
cess of $300 in any calendar month. An
employee is enrtitled to credit for all rail-
road service up to age 65, including serv-
ice prior to 1937, the year the present
system was established, up to fhe point
where it does not result in a total of more
than 30 years of service. Because of that
limitation, the maximum annuity under
the present act is now $144, and will
remain at that figure until after 1967.
Thereafter an employee may obtain an
annuity based upon as much as 45 or
more years of service. Under the present
act, the maximum for that length of
service would be $216. Under the bill as
reported by the committee, the maxi-
mum annuity under the Railroad Retire-
ment Act would be raised immediately to
$165.60, as compared with the present
maximum under Social Security of
$68.50, and the ultimate maximum under
the bill would be about $250, as compared
with the ultimate maximum under Social
Security of ¢80 per month.

So much for the maximum retirement
annuities under the two systems. What
is of greater immediate interest, I think,
is the results of the actual operations of
the two systems. According to statistics
regularly ccmpiled by the Federal Secu-
rity Agency and the Railroad Retirement
Board, the average of all old-age retire-
ment annuities now being paid under the
Social Security Act is about $43 per
month, while the average under Railroad
Retirement is about $83 per month. Un-
der the bill as reported by the commit-
tee, the latter fizure would immediately
be raised to over $95. thus making the
average payment under railroad retire-
1aent well over twice the average under
social security.

Another important fact to be taken
into consideration in comparing the re-
tirement annuities under the two Sys-
tems is that the Social Security Act pro-
vjdes only for old-age retirement annui-
ties. It does not recognize disability as
a basis for a retirement annuity. A man
covered by that act who becomes totally
disabled at any age under 65 must wait
until he reaches that age before he can
obtain a retirement annuity and then his
annuity will be based on an average
monthly wage arrived at by including in
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the divisor all the months elapsing be-
tween the date he became disabled and
the date he reached 65. The railroad
retirement system, however, provides for
annuities in full amount in case of total
disability after 10 years of railroad serv-
ice, regardless of a man’s age, or at age
60, regardless of his years of service.
Even in case of disability which merely
incapacitates the employee from engag-
ing in his regular occupation, it provides
for full payment after 20 years of serv-
ice or at age 60. Disability annuities now
being paid under the railroad retirement
system average $81.50 per month, and,
under the bill reported by the commit-
tee, would be raised to about $94.

With respect to benefits to survivors of
deceased employees, the situation under
the two systems is quite different. Prior
to the 1950 amendments to the Social
Security Act, the survivor annuities pay-
able under the Railroad Retirement Act
were more liberal than those payable
under social security. As a result of the
1950 amendments, however, such bene-
fits under social security now average
about 25 percent higher than those under
railroad retirement. The increase of
331; percent in such benefits under the
Railroad Retirement Act, which is pro-
posed in the bill as reported by the com-
mittee, would again place such benefits
under the Railrcad Retirement Act above
those payable under social security. For
example, statistics contained in the
Social Security Bulletin for August 1951,
show that the average of all survivor an-
nuities under the Social Security Act
which were in current payment status
during the month of May 1951, was
$30.55. Corresponding statistics given in
the Monthly Review of the Railroad
Retirement Board for July 1951, show
that all survivor annuities awarded un-
der the Railroad Retirement Act which
were in current payment status during
the month of May 1951, averaged $25.26.
Under the committee bill, the latter fig-
ure would be increased to $33.68, which
would be slightly over 10 percent higher
than the average payment under the So-
cial Security Act. These figures are suf-
ficient to refute any claim that the in-
crease of 3313 percent in survivor annui-
ties for which the committee bill pro-
vides would leave such annuities still be-
low those now payable under social secu-
rity. It is true that in some instances
such benefits under the committee bill
would be somewhat lower than those
payable under social security, but, in
general and on the average, they would
be considerably higher.

In addition to what is disclosed by
the comparison of the survivor annuities
actually being paid under the two sys-
tems, there was other evidence before the
committee which showed quite clearly
that an increase of 33!3 percent in all
survivor annuities under the Railroad
Retirement Act would result in raising
therr considerably above those payable
under the Social Security Act. The
committee received a report from the
Railroad Retirement Board on a bill
which proposed to place all survivor ben-
efits under the Railroad Retirement Act
on exactly the same basis as those now
payable under the Social Security Act.
The report of the board was that, accord-
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ing to its actuaries, this would result in
increasing the cost of such benefits under
the Railroad Retirement Act to the ex-
tent of 0.63 percent of the payroll, rais-
ing the total cost from 2.38 percent of the
payroil to 3.01 percent. That would
represent an increase of about 26'2 per-
cent. Obviously, if it would require an
increase of only 26% percent in survivor
benefits under the Roilroad Retirement
Act to place them an on exact parity
with those payable under social security,
an increase of 33% percent would raise
them substantially above the social se-
curity level.

As I have said, the increases in benefits
proposed in the bill as reported by the
committee are substantial and generous.
To go beyond what is there proposed
would be to proceed in reckless disregard
of the solvency of the railroad retire-
ment system. as to the importance of
which all interests profess to be in agree-
ment.

Mr. WOLVERTON. Mr. Chairman,
how much time have 1 remaining?

The CHAIRMAN. The gentleman
from New Jersey has 3 minutes remain-
ing.

Mr., WOLVERTON. May 1 be in-
formed as to the number of minutes re-
maining to the chairman of the com-
mittee?

The CHAIRMAN. Nine minutes.

Mr. WOLVERTON. Mr. Chairman,
a parliamentary inquiry.

The CHAIRMAN. The
will state it.

Mr. WOLVERTON. In view of the
fact that the majority of the committee
favor the Hall bill, does that give the
majority of the committee the right to
close the debate or does it remain with
the chairman of the committee, not-
withstanding the fact that he does not
represent the majority of the commit-
tee?

The CHAIRMAN. The Chair be-
lieves that the gentleman from OChio
should now use time. He has 9 minutes
remaining.

Mr. CROSSER. Does the Chair state
that I may not close the debate?

The CHAIRMAN. The Chair recog-
nizes the gentleman from Ohio [Mr.
CRoOssER], the chairman of the commit-
tee for 9 minutes.

Mr. CROSSER. Mr. Chairman, the
tone of much of the opposition’s discus-
sion today is very familiar to my ear. It
is now more than 20 years since I begzan
to promote railroad retirement legisla-
tion. I can recall how at first I was
ridiculed by some Members of the House
at that time, and was told that I had no
more chance of passing a railroad retire-
ment bill than there would be likelihood
of my flying to the moon. I said then
that there was at least nothing to pre-
vent. me from trying. It was not very
long—in fact in 1934, I introduced the
bill, the first bill that passed the House
after a considerable struggle. We again
passed a bill in 1935, with pretty much
the same chatter that we have heard
here today in opposition. Again in 1937,
we passed another bill. In 1946. we had
a measure, which I think was the target
for more bitterness and hostility on the
part of the opposition than was experi-
enced by the subporters of the measure

gentleman
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in connection with the discussion of any
previous retirement measure.

They, first of all, do everything possi-
ble to destroy the measure. They have
developed a familiar style of histrionics
with which they “view with alarm,” wail-
ingly announce “awful surprise,” dra-
matically indicate “terrible shock” and in
short leave no doubt that we sponsors of
the measure have aroused ‘“consterna-
tion,” “astonishment,” and “dismay” in
the guileless opposition to our diabolical
efforts to destroy our railroad retirement
system. My friends, I have tried hard to
present a measure at this time, which
would be in keeping with the high order
of legislation heretofore enacted in re-
gard to the railroad-retirement system.

You will, I amn sure, remember some of
the tactics and performances of the op-
position, to which, the 1546 amendments
were subjected. For months and months
dilatory tactics of one kind and ancther
were employed to harass the supporters
of the 1946 bill in the hope of defeating
the measure in the committee. On the
floor of the House it was asserted that our
bill would destroy the railroad retirement
system. That 1946 bill passed the House,
however, with practically no change in
the provisions of the bill as it was origi-
nally introduced. Asa result widows, or-
phans and others receive benefits who
under the previous law reczived none.
From many old railroaders have come to
me expressions of gratitude because our
1945 amendments have assured their
loyal life partners, their wives, that they
will have incomes if their husbands de-
part this life kefore them. Every con-
ceivable objecticn was made to the 1946
bill. One of the great howls that was set
up was that we had to have a 3 percent
increase in the tax to keep the reserve
fund in balance.

They said we must increase the taxes
by 3 percent, otherwise they howl that
the system would collapse and would no
longer be financially sound. Our ex-
perts, for the labor groups said that 1'%
percent would be sufficient ; that 1'% per-
cent would ke all that was neeesczary.
Way back at the beginning of the system,
the economists and actuaries whom our
committee heard, said that in project-
ing a system like this for 10 years into
the future, if you could come within 1%
percent of having the reserve fund on an
absolute level you would be doing a per-
fect job. We found the reserve fund with
115 percent plus after the 1946 act had
been in effect a short time, yet we were
urged to provide for an increase of 3 per-
cent in the tax in order to balance the
reserve fund. Not only did the 115 per-
cent increase suffice, but in 1948 by a
measure, which I introduced providing
fer a 20-pcrcent increase in benefits,
there was enough money in the reserve
fund, to pay the increased benefits.

Those are some of the things that Ican
not just forget over night. I remember
also the tearful pleas for .investigation
that were made at the very beginning
It was almost pathetic to hear the big-
wigs pleading: “Oh, we must have an in~
vestigation. We must have a thorough
study of this proposal before we can take
the great risk of bassing a railroad retire-
ment bill.? That was our experience
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prior to the enactment of the first rail-
road retirement bill. It was the cry prior
to the enactment of the second bill, and
the third, and finally prior to the 1946
amendments. They all pleaded for more
investigation, and more study. Why,
people who have any experience at all
in legislation know that in controversial
matters when the opposition has a bad
cace, they alviays begin to plead tear-
fully: “Give us more investigation. We
would like to study some more.”

As to the discent of several brother-
hood officials I wish to say: They are
all friends of mine or at any rate I am
their friend, I assure them of that.
Some of my gocd friends come to me and
say, “Tell the so-and-sos to go and agree,
tell them that you are not going to be
the goat.” I was not sent to Congress
to represent officials of the bankers asso~
eiations, the spokesmen of the agricul-
tural groups, or the ofiicials of cther
groups of pecpie, but the rank and file
cf the people who make them officials.
So while I have great resgect for and de-
votion to officials of labor organizations,
yet nevertheless my primary duty is to
keep secure justice for those who labor to
support their famiiies, even though
their officials difier among themselves.
Much as I would like to be able to have
them all say “Hurrah for Crosser!” I
am more concerned in seeing that sound
helpful legislation is put through for
the benefit of the rank and file of the
warkers of the United States.

My answer to anyone who thinks that
I must be unfriendly to him because I
eannot agree with him on some subject,
is to be found in four lines which Edwin
Edmund Markham shortly before he de-
parted this life, gave me in his own
handwriting, These are the lines:

He drew a circle that shut me out,
Ho:retic, rebel, a thing to fiout;

But Love and I had the wit to win;
We drew a circle that took him in.

That is the way I like to feel toward
any one who is displeased with me.
I hope to serve well the rank and file,
the noble people whom union officials and
Congressinen try to represent. That is
what I have tried to do.

When you hear this measure discussed
in more detail under the 5-minute rule
you will agree with me I feel sure, unless
partisanship should play a much bigger
part than I expect. Nothing is perfect.
I should like to see a civilization where
we needed no retirement system, needed
no pensions; we could have an economic
system which would assure real justice
in the distribution of the joint procuct
of the natural resources, labor and capi-
tal.

The CHAIRMAN. The time of the
gentleman from Ohio has expired.

The gentleman from New Jersey [Mr.
WoLVERTON] is recogn:zed for 3 minutes
to close the debate.

Mr. WOLVERTON. Although my
time is very limited I should be pleased
to yield a minute to the gentleman from
Ohio if he has any additional thought he
would like to express.

Mr. CROSSER. It would take me
more than a minute to get started and
that would waste the gentleman’s time.
I am indebted to my colleague.
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Mr. WOLVERTON. Mr. Chairman, I
yield such time as he may desire to the
gentleman from Indiana [Mr. BEAMERI].

Mr. BEAMER. Mr. Chairman, I rise
in support of the committee bill.

Mr. Chairman, my interest in the
railroad-retirement-pension fund stems
from a long relationship in connection
with railway cmployees. I know many
of thcse railroad men and count some of
them as my closest personal friends over
a long period of years.

As a member of the House of Repre-
sentatives of the Indiana General As-
sembly in 1949, the record will indicate
that I voted 100 percent in favor of legis-
laticn that was suprorted by the rail-
road brotherhoods. As a member of the
Interstate and Foreign Commerce Com-
mittee, I have felt the same keen in-
terest in these railroad employees that
I have felt throughout my previous
years.

My first interest has been to increase
teneiits that are due to the retired rail-
road employees to the greatest possible
extent witl.out jeopardizing the fund of
which they are very rightfully jealous.

I listened carefully to the evidence that
was presented in the hearings and also
attempted to read additional evidence
that was presented in the Senate hear-
ings on the same subject which was not
available in our House committee.

It was disappointing to me that all of
the railroad brotherhoods were not in
agreement on all of the details of the
pension plans. It also was alarming
when there was a conflict of opinion on
the part of the actuaries and also on the
part of members of the Railroad Retire-
ment Board.

For my part, I have always felt that
it was wise to work on the conservative
side rather than place their retirement
fund in jeopardy. Even though our Fed-
eral Government for the past number of
years has followed an unsound fiscal pol-~
icy, I felt that the railroad-retirement
pension fund should be protected from
such a procedure.

Not only one but several actuaries
pointed out that the original provisions
of H. R. 3669, as presented to our com-
mittee, would jeopardize this fund, and
an actuary employed by the Board, in
the Senate hearings, even indicated the
possibility that the fund could be de-
pleted by the year 2000 if all of the orig-
inal provisions of H. R. 3669 were adopt-
ed. For this reascn only, I felt that it
was the better part of eaution to protect
the fund which has been and should be
continued on a sound actuarial basis.

There were extensive and ofttimes de-
layed hearings, and during some of these
delays I sent questionnaires to a large
group of railroad employees in the Fifth
Indiana District that I have the honor
to represent. These three questions were
asked:

First. Do you want to protect the pen-
sion fund from a possible eventual de-
pletion?

Second. Do you want the railroad-re-
tirement fund united with the social-
security fund?

Third. Do you want to be restricted to
earning not more than $50 per month
fromn outside sources after retirement?
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All of the answers received, that were
written by the railroad men themselves,
in reply to these questions, indicated
that these employees would not want at
least these three provisions which were
contained in the original H. R. 3669.

This indicates that at the grass-1roots
level the men are thinking for them-
selves rather than blindly accepting the
dictates and recommendations of some
of the heads of their respective organi-
zations. In fact, some of the letters even
indicated that this was the condition,
and they wanted to express themselves
personally, which I felt they did very
effectively in this particular case.

I want to just mention briefly one pro-
vision which was contained in the bill as
originally introduced, and that is the so-
called post-retirement work clause. Un-
der this provision any railroad employee
who retired in the future would be de-
prived of his annuity for each and every
month during which he earned as much
as $50. Here again I want to say that
none of the communications I have re-
ceived urged this provision, and I am
inclined to believe that the great major-
ity of railroad employees today, as well
as those who are presently retired, are
not in favor of such a restrictive provi-
sion, nor did they know that the bill as
introduced contained such a provision.
To forfeit annuity rights already paid
for at & high tax rate over a great many
years does not seem just nor consistent
with the purpose of the biil.

And speaking of the high tax rate—
presently 6 percent on the railroads and
6 percent on the employees—while I
have been receiving a large amount of
mail asking for increased pensions and
annuities, and urging passage of H. R.
3669, I have not received a single letter
from a railroad employee asking that his
taxes for the support of the railroad re-
tirement system be increased—and, if
any Member of the House has received
any such letter, I would like to hear
about it. I think the general feeling
among all railroad employees is that the
present tax rate and the base on which
it is applied is high enough.

As a result of the differences of opin-
ion which prevailed between the broth-
erhoods, and because the majority of our
committee felt that all of the retired
railroad men were entitled to immediate
increases, the committee reported out
this bill by a vote of approximately 2
to 1—and it is a good bill,

The committee bill does not increase
the tax rate nor the base. Furthermore,
it is simple in its operation because it
immediately increases benefits and an-
nuities 15 percent:, it immediately in-
creases survivors’ annuities 3315 per-
cent, it immediately increases the lump-
sum death benefits 25 percent, and it
does not increase the tax. The Rail-
road Retirement Board can apply the
principle of the committee bill and the
very next check after the passage of this
bill can include these increased bene-
fits. Thus, there will be no further un-
necessary delay,

For my part, I feel that if any addi-
tional bencfits are available without any
additional cost to the members, then
they are entitled to these additional
henefits,
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However, again it seems the better
part of wisdom to have authoritative
study made in order that not only the
committee and the Congress, but also all
of the members of the railroad brother-
hoods might be definitely certain that
these benefits would be available without
impairing their fund.

I hope that when this committee has
completed its work, which should not re-
quire too much time, that it will be pos-
sible to further increase benefit pay-
ments to all. If the committee finds
that this is possible, I certainly shall
support it.

This railroad-retirement pension bill
is one that is nonpartisan and should
continue on that basis. It affects ap-
proximately 8,009,000 people who have
rights in this fund, even though perhaps
one-half of these people had perhaps less
than 1 year’s service with the railroads.

The cost is approximately $660,000,009
yearly and it represents money that has
been contributed by the employees and
the management instead of a contribu-
tion by the taxpayers. For all of this
effort, I feel that the railroad employees
and railroad management are to be con-
gratulated. I further sincerely hope
that they will continue to wisely spend
their money for themselves, and con-
tinue to remember the other railroad
employees who in future years will be
retired and who will be expecting a pen-
sion in their later years.

Mr. WOLVERTON. Mr. Chairman, I
yield such time as he may desire to the
gentleman from Colorado [Mr. CHENO-
WETH].

Mr. CHENOWETH. Mr. Chairman, I
rise in support of the committee bill, as
I believe this bill has the support of the
railroad men of this country.

I have the honor of representing a
large number of railroad workers who
live in my district. Five railroads have
division points in my district, located in
five cities. I try to keep in tomuch with
the sentiment of these railroad em-
ployees. When I was home recently I
talked to a number of these workers and
I believe I know pretty well what their
attitude is on this legislation which we
are now considering.

Mr. Chairman, I am very much in-
terested in providing increased benefits
for our retired railroad employees and
their survivors. I am indeed happy to
be a member of the Committee on Inter-
state and Foreign Commerce that has
jurisdiction of this legislation. This
legislation is close to my heart. I worked

for a railroad in my home town for -

some time, and I am proud to number
some of these railroad men among my
very best friends. I am anxious to
faithfully represent them in this House,
and I have taken special pains to find
out just what they are thinking about
on these railroad retirement bills.

It is my firm conviction that the rail-
road employees, not alone of my district
in Colorado, but throughout the coun-
try, would express themselves as follows
{)fi allowed to spcak on this fioor on this

11:

tFirst. They want an increase in bene-
fits.

Second, They want this increase now,
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Third. They are opposed to any in-
crease in taxes.

Fourth, They are opposed t0 any re-
striction on earnings.

Fifth. They do not want to be joined
with social security.

Mr. Chairman, if each Member of this
House wants to find out just what the
railroad men in his district are think-
ing, he should go down to the railroad
yards and talk to the workers. Let him
visit the yard office, the roundhouse, the
rip track, the storehouse, as well as the
passenger and freight depots. Let him
talk to the train dispatchers, the yard
clerks, the switchmen, the train inspec-
tors, the machinists, boilermakers, and
all groups, including section hands. If
you had that opportunity I feel confi-
dent you would find that the overwhelm-
ing .szntiment would be for the five
points I have just mentioned.

We should be thinking about the wel~
fare of the railroad men when we dis-
cuss this legislation. They are the ones
who have paid in their money over the
years, having contributed half of the
fund now on hand, the railroad com-
panies having contributed the other half.
I fully realize there has been a most un-
fortunate and bitter controversy between
certain railroad groups over this legisla-
tion. I regret exceedingly that this is
the case. However, let us not become in-
volved in this dispute, but go down to
the men themselves and find out what
they want.

I have been receiving letters, just as
you have, urging me to support H. R.
3669, the original Crosser bill. It is ob-
vious that these letters have been in-
spired by railroad labor leaders in Wash-~
ington. I am absolutely convinced that
most of the men working for the rail-
roads have no idea what is contained in
H. R. 3669, as introduced, and that they
are opposed to certain provisions of the
same.

In answering these letters requesting
my support of the so-called Crosser bill,
I have pointed out briefly just- what is
contained in the bill, and why many rail-
road organizations are opposed to the
same. I always mention the restriction
of $50 on the amount any retired rail-
road worker can earn and still be eligible
for a pension under the Railroad Retire-
ment Act. I also mention the fact that
under the Crosser bill railroad workers.
earning more than $300 per month must.
pay increased taxes.

Without exception, when informed of
the work-restriction clause, the railroad
employee has indicated his opposition to
this provision and has urged me to op-
pose the same. I wish to quote from the
following letter which just reached my
desk today and is from a retired rail-
road worker livirg in 1ny district:

I am not fully informed on the entire
provisions of the Crosser bill as against the
Hall substitute, but since my monthly an-
nuity payments are only $36.08 I am
definitely against the work clause. Itis not
possible to live on $136.06 per month under
present conditions. Furthermore, I fcel the
principle involved 1s all wrong. There 2@
certain fields not necessartly in competition
with the labor market where we oldsters may
still do our part. and I for one, do not relis
the prospect of a merc existence and sitting
down while waiting for the cnd to come.
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I have always had the greatest admiration
for Congressman’ BoB CROSSER, but I cannot
agree with him on the work clause.

MY'. Chairman, I am confident this re-
tired railroad worker has expressed the
attitude of the railroad workers of Amer-
ica. They are unalterably opposed to
being told they can earn only $50 a
month after retiring. They want to be
active as long as their health permits.
They have paid for their pesnsion, and
Congress has no right to tell them how
to live, or what they shall do, after they
retire. It is unconscionable that we
should even consider such a proposal. I
am frankly surprised that such a re-
striction would have the support of any
labor leader, as I am sure it is wholly
unacceptable to the rank and file of rail-
road men in this country.

Mr. Chairman, I want to see our re-
tired railroad employees receive the
highest possible payments under the
Railroad Retirement Act. The commit-
tee bill provides for an immediate in-
crease of 15 percent, and 33'; percent
to survivors. Personally, I am willing
to go even further and vote for larger
increases. There is now a balance in the
fund of almost $3,000,000,000. I think
the fund will stand larger benefits, al-
though I do not want to do anything
which would impair the solvency of the
fund.

I believe that railroad workers today
are paying enough for the benefits they
are receiving. Under the present law
they will pay more starting next Janu-
ary, when their contribution will be 64
percent, to be matched with a similar
contribution by the railroad company,
or a total payment each month of 1215
percent. This is a pretty substantial
payment to make each month. I don’t
think the men want to pay any more.

I strongly feel that a study should
be made as proposed in a pending reso-
lution, which I hope will be passed by
this House tomorrow. Under the com-
mittee bill we will give immediate in-
creases to pensioners and survivors,
The proposed study can be completed
by February, and we can then determine
if further increases can be put into effect
without jeopardizing the fund. This
seems to be the logical and sensible
approach to this very complicated and
highly technical problem. I am disap-
pointed that we have not passed a bill
providing for these increased benefits
months ago. Our committee has been
working diligently since May on this
legislation. I proposed at the beginning
of the hearings that we should provide
immediate increases, and then make a
more thorough examination into the
whole matter. Iregret this was not done.
Let us not delay any longer what should
have been done 6 months ago.

Mr. WOLVERTON. Mr. Chairman, I
yield the balance of the time remaining
to me to the gentleman from Illinois
[Mr. VURSELL].

Mr. VURSELL. Mr. Chairman, I am
glad this bill to increase pensions and
annuities for railroad employees and to
increase survivors’ benefits has finally
come before the House for consideration.
Frankly I think it should, and could have
been brought before the House months
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ago if the administration’s leadership
who has the responsibility of programs-
ing and directing legislation had ex-
pressed and exerted the proper interest
in this legislation.

I have realized for the past 2 years
that due to the incredsed cost of living
that the retirement benefits should be
increased. I introduced a bill in the
Eighty-first Congress seeking to increase
railroad pensions, annuity, ahd survivor
benefits. The administration showed no
interest in the legislation.

At the opening of this Congress, I re-
introduced the bill and testified before
the committee during the hearings in
support of the general principle carried
in the bill before us. I mailed copics
and an analysis of the bill to a majority
of the railroad men in my district and
explained the purpose of the legislation
was to increase pensions, annunities, and
survivor bencfits as much as the trust
fund would stand and still remain sound.

I urged in my testimony before the
comm