
January 10, 1959.

EECOMMEHDATIOMS RELATIM& TO THE SOCIAL IMSDHANCE PROGRAM

In view of the grave danger of a repetition of the 1957 experience

in 1940 we recommend on:

A. Old Age Benefit Payments

1. The recommendations of the Social Security Board, especially

with respect to the use of average instead of accumulated wages as a

basis for calculating benefits, should be adopted.

2. The Board leaves the question of eligibility open. Two

major possibilities suggest themselves:

(a) Only insured persons who reach the age of 65 in the

year 1940, and who have earned the minimum amount in

each of the preceding three years, would be eligible

for benefits. If this rule were adopted only a rela-

tively small number of people would be able to qualify

and total benefit payments in the year 1940, including

supplement airy benefits as recoiamended by the Board,

would not exceed 50 or 60 million dollars.

(b) Everyone in covered occupations who reached the age

of 65 after January 1, 1937, and who had at least

one-quarter of earnings under the Act, would be eligible.

If this provision were adopted and no restrictive

qualifications added with respect to minimum earnings

in each year as much as 200 to 250 million dollars

might be paid out in benefits (including supplementary

benefits). In view of the desirability of paying out
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as substantial an amount as possible in benefits in

the year 1940, we recommend that eligibility pro-

visions of the latter type be adopted.

3. If coverage is extended to agricultural, domestic,

and other workers, as recommended by the Board, the waiting period

required before these workers are eligible for benefits should be

reduced from three years to six months.

4. Total disability benefits should be provided to begin

in 1940 instead of being deferred for later action, as recommended

by the Board.

B. Old Age Payroll Tax Bate

The scheduled fifty percent increase in payroll taxes on old-

age insurance account should be postponed until such time as the

whole problem of the financing of social insurance be studied.

C. Unemployment Insurance

In connection with unemployment insurance, strong efforts should

be made to increase benefits through a lengthening of the maximum

benefit period. In default of this, we recommend that the present

three percent payroll tax on unemployment insurance account be reduced

by one-half of one percent.

The adoption of these recanmendations would:

(a) lessen the danger of a decline in consumer buying power in

1940.
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(b) mark a return to the general principles of the plan

recommended by the Coumlttee on Economic Security in 1934 which

envisaged a gradual stepping up of tax rates so that a three per*

cent rate was not to be reached until 1947.

(e) strengthen the whole social insurance program against attack

fcy lessening the disparity between eurrent costs and current benefits.

Effect of these recoHmendations on the budget for the fiscal

year 1940:

1. The increase in benefits under the old age insurance program

would neither increase budgetary expenditures nor the bookkeeping

deficit.

2. Postponement of the scheduled tax increase in 1940 need

not increase the bookkeeping deficit unless the appropriation to

the old age reserve fund is increased above the level of payroll tax

collections.

3# Changes in connection with unemployment insurance would not

affect the budget.
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