Bulletin, December 1948

Casting up Accounts in Social Security

By Arthur J. Altmeyer*

Constant appraisal of the social security programs—
both of the individual programs and of their relationship
one with the other—is necessary for the full development

of an integrated program of social security.

In this ad-

dress the Commissioner for Social Security appraises
what social legislation has thus far accomplished and what

remains to be done.

IN SOCIAL LEGISLATION it is impossible
to cast up accounts in the exact sense
that we do when the matter is en-
tirely one of dollars and cents, with-
out human values to be taken into
consideration. Nevertheless, it seems
to me that in the field of social legis-
lation it is well for us to pause occa-
sionally to see how far we have come
and what we might do to move a little
further along the road that we want
to follow. I do not use the expression
“achieve our goal or goals” because,
in the field of social legislation, I
doubt very much whether we ever
achieve any specific goal—first, be-
cause the goal is a constantly receding
one if we are blessed, as we are, by liv-
ing in a dynamic, progressive country
such as the United States, and, sec-
ondly, because our ideals change, as
they should, as we move along. What
at one time seemed crystal clear be-
comes less clear as we see the com-
plexities and all the considerations
that must be borne in mind when we
choose one alternative out of a myriad
number of possibilities.

Social Legislation in a Democracy

In a democracy, we cannot expect
nor do we want to achieve social leg-
islation which possesses the specious
completeness and the symmetry of
some master plan that a dictator im-
poses from above. If the dictator
happens to be an evil person, we know
from sad experience what terrible
things can happen. If the dictator
happens to be well-intentioned, but
a believer in the all-powerful state,
we also know what can happen. Even
if the dictator happens to be what

*Commissioner for Soclal Security.
This article is drawn from an address
made at the Thirteenth Annual Meeting
of the Interstate Conference of Employ-
ment Security Agencies, St. Paul, Minne-
sota, September 28, 1948,

the history books call a “beneficent
despot,” we want none of it for two
fundamental reasons. No one human
being or group of human beings is
wise enough to keep in mind all the
considerations which need to be taken
into account; and no decisions by the
few are satisfactory substitutes for
the full agreement and discussion by
the many.

As we know, the essence of democ-
racy is the rule of law and not of man.
Furthermore, if the rule of law is to
be effective and in the interests of all
the people, it must grow out of full
discussion and participation by all the
people. As we survey the develop-
ment of social legislation in a democ-
racy, we see that it usually comes into
existence to meet a particular prob-
lem in a particular place at a par-
ticular time. Various alternatives are
adopted to meet particular problems.
However, as experience develops and
is exchanged, greater uniformity and
extension of the social legislation oc-
cur. If the problem is a common one
and a serious one, the rate of develop-
ment may be expected to be more
rapid than if the problem is a local
one and less serious. If the problem
becomes acute, as in the case of a
great depression, we may expect sud-
den and sweeping change.

Our responsibility as administra-
tors of an important phase of social
legislation is to engage in constant
self-appraisal, with a view not only to
improving administration but to im-
proving the substantive legislation
which we administer. Moreover, we
must be alert to interrelationships
with other social legislation—not only
to make our own legislation most ef-
fective but also to make the related
legislation most effective. We must
realize that each segment of social
legislation is a part of the whole, de-
signed to promote the public welfare.

Fifteen Years of Progress
Our gains in the fleld of social legis-

" lation, particularly in the field which

we know now as social security, have
been spectacular during the last third
of a century and particularly during
the past 15 years. Before the passage
of the Social Security Act in 1935, for
example, the only important type of
social insurance which we had in this
country was workmen’s compensation,
and it had taken many years for this
legislation to become widespread. .

There had been a few public em-
ployment offices, supplemented by a
great many temporary Federal em-
ployment offices, operated in connec-
tion with the Federal public works
program in the early thirties. In Wis-
consin, for example, there were only a
few employment offices. There were
a few in Ohio and a few in New York,
and I think perhaps one or two in
California. All told, there were in
this country no more than a half dozen
real public employment offices before
World War I, and they were in the
very large metropolitan centers.

Then when the first World War
came along we had a mushroom
growth; but with the end of the war
everything was “washed up.” So we
went along with a few directly oper-
ated Federal employment offices and
a handful of State-operated employ-
ment offices until the early thirties,
when we again started to develop the
public employment office system in
this country.

In the field of public assistance, as
distinguished from social insurance,
we had in effect, for the most part,
local poor relief, with some State old-
age pension and mothers’ pension
laws; local units of government were
usually permitted to elect whether or
not they would put such laws into
effect. The result was that probably
not more than one-third of the coun-
ties in the States which had such laws
actually put them into effect.

Today We have Federal old-age and
survivors insurance, and a railroad
social insurance system that covers
the risk of wage loss from old age,
premature death, temporary and per-
manent disability, maternity, and
unemployment. We have unemploy-
ment insurance laws in all the States
and Territories. We have 1,800 per-
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manent full-time. publlc employment
offices. We also have temporary dis-

.'abllity laws in three States,. covering

. loss of wages due to nonindustrial ac-
cldent and ‘sickness. Besides these
‘forms of social insurance, we have in
effect federally aided State-wide old-
age  assistance programs in all the
States, aid to dependent children in
‘all States but one, a.nd aid to the blind
in all but four States. .

I think that we have a right to be
proud 'of the gains we have made
in such a short period of time. How-
ever, 1 think we would be deceiving
ourselves if we did not realize that the
,development of social security in this
country has been somewhat lopsxded
angd is still mcomplete, so far as pro-
) v1dmg adequate protection for the
people of this country against the
various economic hazards with which
- they are confronted. - [

Inadequaciés of Present Provisions

The benefits paid under the various
forms of soc1a1 insurance are for the
most part ‘inadequate. The increases
.im the benefits that have occurred
‘have not kept pace ‘with the increased
cost of living. Moreover, as I_have
already. mdlcated only three States
provide protection against loss of
wages resulting from nonindustrial
accidents and diseases. There is no
protection under Federal old-age and
survivors insurance against perma-
nent total disability. There is no pro-
tection under either Federal or State
law against the costs of medical care.

As far as the various forms of pub-
lic assistance are concerned, the Fed-
eral Government has provided in-
creased participation in the costs.
This increased participation has -en-
abled the States to provide more fi-
nancial assistance to needy persons
than they otherwise would have been
able to do. Therefore, the increase in
Federal participation is desirable in
itself. At the same time, however,
that more Federal participation has
been provided in meeting the cost of
public assistance, there has been a
lopsided development of our total SO~
cial security system.

When the Social Security Act was
passed in 1935, the basic idea was that
contributory .social insurance would
be g first line of defense against -des-
titution.” It was-expected that, as

time went on, Federal and State gov-
ernnients would have less and less of
a burden under the public assistance
laws. Today, however, the number
of needy persons receiving public as-
sistance is- greater than it has been

at any time since the passage of the -

Social Security. Act. Moreover, the
number -of> aged persons receiving
public assistance is.nearly twice -as
great as the number of persons receiv-
ing benefits under the Federal old-
age and survivors insurance system.

It is also frue that the largest pro-

_portion of persons receiving what we

“call general assistance, as distin-
guished from old-age assistance, aid
to the blind, and ald to dependent
_chijdren, consists of persons who are
suffermg from physical disability. If
our social insurahce system covered
disability, we would be able to reduce
considerably the burden on States and
localities for providing this general
assistance. ’

Another indication of the lopsided
development of social security is
the growth—the rapid and great
growth—of what are now called union
health and welfare funds. The one
that has recelved most attention is,
“of course, the mine workers’ health
and welfare fund, but there are simi-
lar plans in the electrical industry, in
the ladies’ garment industry, and the

.men’s garment industry. One of the

chief reasons—if not the chief—for
this great growth is the fact that our
basic_social security system has not
developed as rapidly as it should have
developed, and so these union health
and welfare funds come in to fill the

- 8ap.

Improving Unemployment Insurance

May I comment briefly on unem-
ployment insurance and suggest the
considerations that I think should be
kept in mind in 1mproving this par-
ticular form of social legislation. Of
course, as administrators, our first ob-

. ligation is to keep improving our ad-

ministration, making it economical
and efficient.  Secondly, we must give
our best advice to our respective legis-
lative bodies on ways in which we be-
lieve . our vanous laws could be
improved. )

As far as administration is con-
cerned, I believe we can say that there

has been a progressive—and by pro-

- gressive I mean not just gradual but
‘rather marked—improvement ' each

year in the quality of administration

_of the State unemployment insurance

laws. From what I know of State ad-
ministration, my judgment is that the

‘quality of the administration of the

State unemployment insurance laws

-is as high as if not higher—and I
. would say, if I had to express a defi-

nite judgment, much higher—than
the quality of administration of many
other State laws. Partly I think it is
because of the more adequate financ-
ing that has been provided. You may
question that statement. in its imme-
diate application; nevertheless, taking
a look at it in the large and over the
years, I do believe that the adminis-
tration of unemployment insurance
has been more adequately financed
than, let us say, the administration
of wo;kn}en’s compensation laws or
the administration of labor laws. .

" Another reason for this improved
administration is that there has been
a joint appraisal going on. Whether
the effect has been that of a burr un-
der your saddle or whether our co-
operative effort has been of a more
constructive nature, nevertheless,
when all is said and done, there has
been the occasion for a continuous
joint appraisal of the quality of your
day-to-day administration; and I do
believe that that has contributed
greatly to the constant improvement
that has occurred.

.Before turning to the substantwe
side of the picture, may I say that effi-
cient administration also involves, I
believe, constant discussion and con-

_tact with the parties immediately af-

fected—that is, with employers and
workers. I believe to the extent that
there has been developed an effective
modus operandi for that contact, the

 administration as well as the sub-

stantive features of the State unem-
ployment insurance laws has been
improved.

Turning to the substantive provi-
sions, of course, as we all know, there
has been improvement. As far as the
amount -of benefits is.concerned, I
think that the fundamental charac-
teristic of our system—the relation of
the benefit to the amount of the wage
or wageé loss—is a sounder approach
than that of the flat benefit payment,
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which.is incorporated :in the. unem-»
ployment insurance laws .of. some
countries. . I hope:we will .continueto:
maintain that principle with the addi-:
tion of supplementary allowances’ for
dependents.

1 do "believe, howeVer, and 1 thjnk
it can be established statistically, that
the improvement in our benefits has’
been largely negatived by our failure
to raise the maximum weekly beneflt.
amount to take into account at least:
the increased wage levels and the:in-
creased cost of living. The figures
that I have indicate that in 1940 the
average weekly benefit amount, meas-
ured ‘as a percentage of the average
weekly wage, amounted to 37 percent;
and in 1947 (the last figure I have is
for October and November 1947) it
amounted to 32 percent. The per-
centage undoubtedly has gone down
since then, and I believe that most of

the States are confronted with the ..

necessity of scrutinizing their maxi-
mum weekly benefit amount to deter-
mine whether it actually has kept
pace with the increase in wage rate
earnings and cost of living. So far as
duration of benefits is concerned the
duration provisions have resulted,
even in a high employment period
such as this, in 30 percent of the re-
cipients exhausting their benefit
rights before they have found other
employment; and in some States the
exhaustion rates run as high as 50
percent.

Disqualification provisions, as we all
know, have become stricter; I be-
lieve that they are unduly restrictive.
I believe that a person who has valid
personal reasons for being obliged to
quit his job is entitled to unemploy-
ment benefits and that these benefits
should not be restricted to “good cause
attributable to the employer or the
employment,” because, after all, these
persons who are being affected are not
machines. Many times they do have
very compelling personal reasons that
do not leave them free agents by any
means. Therefore they are as genu-
inely unemployed as those who are
laid off as a result of the employer’s
action, and they may be, on the aver-
age, more necessitous.

I also think we have a responsibil-
ity for thinking through and inter-
preting to the interested parties our
concept of suitable work, which seems

to me to be at the heart'of a great:

deal of the difficulty-we:Have at>the
present- time-in explaining rour ‘pro-
gram to the’general public. : It seems
to me that this concept of suitable
work is such “‘a fundamental thing

. andione that is so important in- main--

taining the sort of free society that
we'wish to maintain in this country
that we must not give it up; on the
contrary, we -must strengthen it.

“That is to'say, a general under-
standing of this concept is not only’

in the interests of the -individual
workers, it is in the interests of the
greatest production. It is in'the in-
terest of maintaining a fluid society,
a free society, that a person should
not be penalized because he -refuses
to accept work that is not suitable.
It is a loss of economic and moral
and political values, in niy judgment,
if we do not recognize that the suit-

able work -concept lies-at the basis -

of an effective and socially desirable
system of unemployment insurance.

Federal-State Relations in Unemploy-
ment Insurance

There is one other field in which
we, of course, seek constant improve-
ment, and that is in the field of Fed-
eral-State relations. 'That, I recog-
nize, is a two-way proposition. We
have done something, such as the
Utah experiment, in the use of the
old-age and survivors insurance rec-
ords for benefit determination; and
the Interstate Conference’s report on
fraud indicated that summaries
might be made of the old-age and
survivors insurance records for at
least postchecking on benefit cases.

The employer account cards for
old-age and survivors insurance can
also be of advantage to unemploy-
ment insurance agencies in account-
ing operations in making the lists
complete. Certainly we want to do
everything in our power to make
available to you anything by way of
service or facilities or records that the
Bureau of Old-Age and Survivors In-
surance has. As you know, our in-
ability to charge for that service
places us in a dilemma, because old-
age and survivors insurance is a con-
tributory social insurance system,
which means that the funds appro-
priated for old-age and survivors in-
surance cannot be diverted for some

other purpose even -though: we -con=-:
siderblt ‘a very necessary collateral
purposeé.- - . SO ;

As-far as the Burea,u of ‘Employ--
ment ‘Security itself i3 concerned, our’
constant ehdeavor should:be to make
that- Bureau ‘more-and ‘more of &'
service -bureau and less and’ less of
a 'polielhg bureau. I think a great
deal Has been accomplished in bring-
ing about that transformation,:but
there 'should -be ho lét-up in our at-
temp’t yo' continue that development.

Fi mancmg Admmlstratron

As you know, the 100- percent Fed-
eral. financing of State administra-
tion has advantages in making avail-
able more adequate funds, but it has
its disadvantages, too. So I have pro-
posed from time to time that if we
continue our Federal-State system we
could strengthen that system, making
it & much more rational and effective
system, through some form of grants-
in-aid. For instance; if we had a 95-

. bercent offset * and a.50-50 matching

of administrative exXpenditures, it
would be recognized that the Federal
Government was matching only part
of the legitimate administrative ex-
penses and that the State legislatures
should make .funds available to the
State agencies in -addition to those
which are now provided by the Fed-
eral Government.

Failing that, what should be done
so long as we have what we have? I
am sorry that this year, for example,
it did not develop that we could at
least have had the proceeds of the
0.3-percent Federal share of the tax
earmarked for unemployment in-
surance purposes, and a contingency
fund set up.

As regards a 100-percent offset 2 ap-
proach, I would like to throw out for

1At present, employer contributions
under a State unemployment insurance
law may be offset against the Federal un-
employment tax (3 percent) up to a maxi-
mum of 90 percent of the Federal tax
(or 2.7 percent). The remaining 0.8 per-
cent is collected by the Federal Govern-
ment and used to finance State expenses
in administering the program; the con-
tributions collected by States can be used
only for benefit payments. [Ed.]

2 An offset of 100 percent would mean
that States would collect the entire 8 per-
cent and use the proceeds to finance both
benefit and administrative costs. [Ed.]
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your consideration these aspects. To
my mind it eliminates the occasion
for the day-to-day joint appraisal
that I mentioned to you & few min-
utes ago. It is a once-a-year propo-
sition, at the end of the year. And
because it eliminates the occasion for
this day-to-day joint appraisal, I
raise the question whether it may not
bring about impasses, very serious im-
passes, between the Federal Govern-
ment and the State governments that
would be more harmful by far to good,
creative, constructive Federal-State
relations than these niggling irrita-
tions that we all know about at the
present time.

We have a choice then of whether
we are going to use a powerdriver to
crush a mosquito (the public may
feel that it is a mosquito, but if there
are enough mosquitoes they can kill

a man) or whether we are just going
to certify the law regardless. So we
are thrown between the Scylla of
taking very drastic action and the
Charybdis of taking no action, and
both situations are harmful, to my
way of thinking, to good Federal-
State relations, Either they create
bad feeling and work hardship upon
the employers and employees who are
involved, or they nullify any effective
Federal-State relations. Therefore
I believe it would be better to repeal
the 3-percent Federal tax outright
than to develop what would be a
rather fictional Federal-State rela-
tionship which had no substance to
it. Then at least the responsibility
would be clear to everybody con-
cerned.

In any event, I do know that the
Interstate Conference has a number

of committees at work on this and on
other problems, appraising both the
administration of unemployment in-
surance and the substantive provi-
sions of this legislation.

I believe that in itself is conclusive
proof of the desire of the employ-
ment security officials to make certain
that the legislation entrusted to their
care does achieve its beneficent pur-
pose. May I say that so long as we
continue this salutary process of self-
appraisal, and improvement based
upon such appraisal, we may be sure
that our country need fear no foreign
ideologies. As Governor Winant once
told me, there was an old cobbler
whom he used to visit who had
this motto: “Always unsatisfied—but
never dissatisfied.” And that seems
to me a very good motto for all of us
to follow.

Public Aid Expenditures
per Inhabitant, 1934-48

By Dorothy R. Bucklin*

Rising expenditures for public assistance in a time of
full employment are often considered an anomaly. The
factors underlying the increase since VJ-day in expendi-
tures for public aid, including among others the decline
in the value of the dollar, are discussed in the following

analysis.

THE ANNUAL AMOUNTS expended per
inhabitant for public aid during the
15-year period 1934-48 refiect the dy-
namic changes in the economy of the
Nation that occurred during these
years. In the mid-thirties, when mil-
lions were unemployed, many short-
TUun programs were established to meet
on an emergency basis the immediate
and unprecedented need for public
aid that existed throughout the Na-
tion? Almost simultaneously, how-
ever, the foundations were laid in the
Social Security Act for long-run meas-
ures to deal with the problems of

*Bureau of Public Assistance, Statistics
and Analyses Division.

! The years referred to in this article
are the fiscal years ended on June 30.

?For a description of operations under
these programs see “A Decade of Public
Aid,” Social Security Bulletin, February
1943,

economic insecurity that are the in-
evitable accompaniment of a matur-
ing industrial economy and an aging
population.

Expenditures for public aid before
1940 were made up primarily of wage
payments under the short-run work
programs that were designed to meet
the immediate problems of mass un-
employment (table 1). Beginning in
1940, however, as the Nation mobilized
to meet the demands of the defense
and war periods, expenditures under
these short-run programs began to
decline, though earnings under Fed-
eral work programs still comprised
the largest segment—63 percent—of
the public aid bill in that year. By
1944 the Federal work programs had
been liquidated, and old-age assist-
ance represented the major compo-
r/lent—almost three-fourths—of ex-
penditures for public aid.

Factors Underlying Changes

Expenditures per inhabitant for
public aid amounted to $11 in the
fiscal year 1948, about half the
amount spent in 1940, the year in
which the national defense program
was launched. In the interval be-
tween these 2 years, two major factors
operated to depress expenditures for
public aid. The most important fac-
tor was, of course, the tremendous in-
crease in employment opportunities,
which brought a decline of some 7
million in the number of unem-
ployed—from some 8 million in 1940
to about 1 million in 1943, when the
last of the Federal work programs
were liquidated.

This . phenomenal growth in em-
ployment opportunities kept in the
labor force many oldzr workers who
would otherwise have retired, and it
attracted into the labor market some
who had withdrawn earlier and others
who had never worked before. Among
these groups were large numbers of
so-called marginal workers—the
aged, the handicapped, women who
were heads of households—some of
whom left the relief rolls or found it
unnecessary to seek aid because jobs
were readily available. Even after the
war’s end the Bureau of Labor Sta-
tistics reported “continued high rates
of labor force participation among



