support
in using the skills
a.lready available.
This support will come only with t.he recognition
of community
responsibility.

CONCLUSION
The contribution
the social security
programs
ma.ke to the N&on
has required increasing
expenditures
over the years. Even if nothing more
were done than to carry forward
present services,
future expenditures
would have to rise to meet
the needs of an increasing
population,
particularly among children and older people. To meet
The need for
new challenges
will cost more.
these expendit.ures
must be evaluated in relation

both to available resources and other community
obligations.
In this evaluation, however, the following
two considerations
should influence the
decisions
made.
While
the numbers
needing
community
services
and the types of services
required are increasing,
so also are the average
productivity
of the American
worker
and the
number in the labor force.
Beyond
this, the
long-run,
if not the immediate, price of neglecting human needs usually is considerably
higher
than the cost of meeting them as they occur.
If the Nation accepts and meets the challenges
the future presents, the next 25 years will see
progress
in social security
comparable
to the
progress of the past 25 years in basic economic
security.

Social Security Status of the American

People

by IDA C. MERRIAM*

THE SOCIAL
SECURITY
Act of 1935 established or provided
for Federal
financial
participation
in programs
in seven major
areas.
Other articles in this issue describe what has happened during the intervening
25 years in the national old-age-now
old-age, survivors,
and disabilit.y-insurance
program,
in the Federal-State
unemployment
insurance
programs,
and in the
federally
aided public assistance
and mat.ernal
and child health and child welfare
programs.
The provisions
for Federal grants to the States
for public health activities,
which laid the basis
for modern public health programs
in the United
States, were subsequently
removed from the Social Security Act and incorporated
in the basic
Public Health Act of 1944. The original Social
Security
Act also increased
substantially
the
amounts authorized
for grants to the States for
vocational
rehabilitation
programs
under a 1920
act and placed them on a permanent basis.
The concept of social security
that was re*Director. Division
Commissioner.
6

of Program

Research, Ofiice of the

fleeted in the original Social Security Act and
that has helped shape the programs that we have
today was broader than any specific measures.
Essentially it was an idea and a goal. It accepted
as a legitimate concern of the Federal Government the economic security and the social welfare
of all the American people. At the same time, it
recognized and asserted that these ends could best
be achieved through a diversity of programs and
methods. The individual (both as consumer and
as citizen), private groups and agencies, and
local, State, and Federal Governments all had
a part to play. This article attempts to sketch
briefly the part each has played in this first 25
years and to assessthe overall social security
status of the American people at the beginning
of the 1960’s.

THE ECONOMIC

AND

SOCIAL

CLIMATE

The past 25 years have seen more rapid and
far-reaching social and economic chane than any
other quarter century in our history. From an
SOCIAL

SECURITY

economic depression that left more than one-fifth
of the total labor force without
work, the country
moved to the tremendous
expansion of the economy during a worldwide
war and the continuing
pressures
of an uneasy peace. The rate of scientific and technological
progress
has been so
rapid in the past 10 or 15 years that the problem
of communication
and understanding
threatens
to overwhelm
scientist
and citizen alike, and
communities
across the land are struggling
to
keep up with, let alone keep ahead of, growth,
movement and change. During this quarter of a
century :
Total population
has grown from 127% million in 1935
to about 180 million in 1960, with an increasing proportion composed of persons in the usually nonproductive
ages-the
young (under age 18) and the old (aged 6.5
aud over) (table 1). The change in age composition
reflects both the rise in birth rates since World War II,
in contrast to depression lows, and the steady increase in
life expectancy.
The labor force has increased by about one-third, proportionately more than the population
in the usually productive ages, as women have moved into employment in
large numbers.
At the same time the proportion of the
civilian labor force unemployed dropped from 21.7 perTNSLE
persons

I.--Estimates
of the totd population,
by age, and of
aged 14 U?Ld over, by labor-force
status, sebcted years,

1934-60
[In thousands; continental

Unlted

Population.

Age aus”tdl&r-force
1835
Totnl’______________ I
Underage18’__________
Undersge5’_________
Aged 18-64 ______________
Aged 66 and over _______

1940

1945

States]
January

l-

1950

1955

1960 ’

127,512 I 132,445 I 140,068 I 151,355 I 164,759 I 180.048
42,386
691
10,950
77,433
7,

41,367
8,891
11,383
82,180

42,207
IO,_
13,602
87,641

12,101
47,295
16,801
91,956

Labor force ’ (monthly

I(_
55,579
18,902
95,296

65,134
20,851
Q9.324
15.590

average)

1 1934 1 1939 ! 1944 ! 1949 ! 1954 ! 1959
CivMIhul sbor force _____ 522,230 55,230
Employed in I&culture. ---_------9,900
9,610
Employed in nonsgriUnemployed
cuRural industries
__________ 11
30,890 3$;$
Armed Forces _________
,;W&
‘370
Not inlabor force’.-.-41,590 44,610
UnemploymentrateC~~~

21.71

54,630

62,105

64,468

8,950

8,017

6,495

45,;;;
11,410

5$&q
1:616

54,396
;>g

69,394
5,336

69,746
;.;;;
38,590 466.052 48:401 51:420
17.21
1.21
5.91
5.61
5.6

1 Includes Alaska and Hsweii.
* Adjusted for net underenumeration
and misreporting of age of children
under age 5.
9 p Noninstitutional
population aged 14 and OVBT. The Bureau of the Census
definition of employment snd unemployment
shown for 1949 and later years
Is not strictly comparable with that for earlier years: the combined total of the
groups changing clssaiflcstion has averaged about 200.OC0-3C0.003 B month In
recent years.
4 Percent of civilian labor force unemployed.
Source: Bureau of the Census for population data and the Council of Economic Advisars, Ewnomir
Report o/tic Pmident.
Jonuoru 1060 (table D-17).
for labor-force data.
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cent in 1934 to 5.5 percent in 1969. Farmers and other
agricultural
workers dropped from 22 percent to 9 percent of total civilian employment (table 1).
The gross value of goods and services produced in 1959
($480 billion) was more than seven times the 1934 flgure
($65 billion),
or more than twice as much per person
even after taking account of the rise in prices.
With increased productivity,
real income per worker
climbed also : Average weekly earnings in manufacturing,
for example, in 1959 were five times what they had been
25 years before, while consumer prices were but 2l/s times
as high.
More and more American families have acquired a personal share in the Nation’s wealth: 6 out of ‘7 families
now own some life insurance, 3 out of 5 nonfarm families own the house they live in, and 3 out of 4 farmers
own their farm in whole or in part.

INCOME

SECURITY

Rising levels of living, together with the increased mobility of the population, have given
new importance to programs and arrangements
that assure a continuing flow of money income to
individuals and families during periods when
earned income is interrupted or inadequate. The
income-maintenance programs that are basic to
social security have filled in a large part of the
area where they are needed, although some gaps
still remain.
Expenditures under public income-maintenance
programs exceeded $26 billion in the fiscal year
1959-60, or 7.6 percent of total disposable personal income. More significant than the sevenfold
increase in dollars since 1934-35 is the shift from
public assistance (or other public aid for needy
persons) to social insurance as the mainstay of
support (table 2 and chart 1).
There has also been, during this period and
particularly since 1945, a rapid growth in private
employee-benefit plans providing retirement pensions, life insurance, and unemployment benefits
supplementing the public programs as well as
health insurance and temporary disability insurance. In 1959-60, private employee-benefit
plans paid out $3.4 billion in retirement and
other income-maintenance benefits and between
$3.5 and $4.0 billion for health insurance. The
more than $11 billion in contributions to employee-benefit plans in 1959-60 represented 4
percent of total wages and salaries.
The degree of income security that Americans
now have can be measured in relation to the
extent of program coverage, the income loss
7

compensated,
and the resulting
support provided.
Broader

level

of income

Protection

Almost all Americans today have one or more
sources of public, mutual, or private insurance
protection against the risks of old age, death of
a breadwinner, and long-term disability.
The
large majorit,y also have protection against loss
of income from unemployment and from workrelated injury and disability. A significant proportion are insured against income loss from
temporary illness and disablement.
These gains are exemplified by the sharp rise
since 1939 in the proportion of civilian workers
who have protection under retirement and unemployment insurance programs, as shown in
chart 2.
Umm$oyment.-At
the end of 1959, four-fifths
of all civilian wage and salary workers were
covered by unemployment insurance, under State
programs and programs for railroad workers or
TABLE
c&ndar

2.-Public
years,

1934

income-muintcnance
to 1960

program

expenditures

and

Federal employees, compared with about twothirds at the end of 1939. (Self-employed persons-a declining number-are
not covered in
either period.) Some of those brought under unemployment insurance since 1939 are Federal
Government employees, both civilian and military, and workers in firms with four to seven
employees, first covered by amendment to the
Federal act in 1954. Others are employees in
smaller firms in the 24 States that now have more
liberal coverage provisions than the Federal act
requires. Still excluded from the Federal act are
agricultural workers, domestic servants, and employees of nonprofit institutions, as well as employees of private firms with fewer than four
employees.
Supplemental unemployment insurance benefit
plans were negotiated under collective-bargaining
agreements in the automobile industry in 1955
and soon thereafter in the steel, rubber, and other
industries, to ensure more adequate payments for
unemployed workers than those provided by the
public system. It is estimated that almost 2 million Rorkers are now covered by such plans.
individuals

payments,

receiving

I

Anuud

(fiscal

sekcted

year)

jiscul

expenditures

yeare

and

end of

’ (in millIons)

Program
1934-35

193WO

lQ49-50

1954-55

1958-69

$15,204.8

$25,074.4

$26,147.0

z;y;.;

yg.;

-~Total

expenditures

________________________________________---------------------

_____---_----_--__-------------------sodal ins~ranca
and related pro
Old-age. survivors,
and disab r-------ty lnsuran~e ______________________________________
Railroad
retirement
_________________.______________________---------------------public employee
retirement
________________________________________-------------Unemployment
insurance
and employment
service _______________________________
vetemns
pensions and compensation
_--_____________________________________---Workmen’s
compensation:
net of medical. ________________________________________
Temporary
disability
fnsuranse:
net of medid
* __-______________________________
Public aid. __ __________________________________________-----------------__________
public ~istance,specialtypes...~~~~~.~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
&nerd
wsisttmw ________________________________________-----------------------Work programs
(including
FERA)
________________________________________-------

$3,706.7
___709.1
__________
____ iio-o____ a.Ii108:9
__________
2,:;. i
521:6
2,37X6

1,574.l
26.1
115.7
254.5
570.6
447.8
157.4
--i-j,,-i.

1934

1939

__________
______ ioi-

______ i38

I Payments
to individuals
and administrative
expenditures.
Administmtfve expenditures
under State workmen’s
compeIW.tion
laws nothxluded
for
years before !95Q.
I Progmmd in Rhode Island,
California,
New.Jersey,
axxd New York and
or railroad
workers.
Includes
payments
under
private
plans written
in

______ aii519
1”l,22

.-

95.5

269
695
925
2,739
4,676
3,344

E!
1,3:
2,774
280

-

ZE
2,483:s
2,125.6
363.3

-

1944

_.- ____- _.

‘675.6
1,388.5
2,272.6
2,712.a
627.5
252.4
2,939.6
2,6Q9.7
329.9
------------_-___-_.

%
2,201:4
2,092.8

payments,:

- -

-‘;>;g:;

6,660.O
784.1

Et::
766.9
277.1
5.1
1,029.7
923.4
104.6
1.7
receiving

.-social insuranw
and related pro ams:
Old-age, survivors,
and disab 8 ty InnUaIm? ______________________________________
Railroad
retirement
________________________________________---------------------Public employee
retirement
__________-_____________________________------------.
Unemployment
insurance
and employment
servics _______________________________
Vet,amns’ pensions and compensation
________________________________________---Public aid:
Public assistfmm, 8pecial types -__-------____-----------------i -_---___-_-___-_-c+eneral amistfulw _______________-__---------------------------------------------Work programs
(including
FERA)
_____________________________l__________-------

l,QQ7.5
266.8
143.7

‘629:8
493.9
2,474.4

Individuals

I

$9,143.8

$5,172.2

December

‘77716
2,297.S
3,918.l
3,325.6
840.0
410.7
3,8&3.7
3>;Q&;
.

‘934:O
m:
3:361:0
936.0
464.0
4,039.o
3,534.0
606.0

(in thousands)

lQ49

“%I

‘338;

2,::
3,314

l,E
3,759

41E
- _- - - - - -.

corn liauw with State laws.
if: 8ta UOt available
on number of b~neftciaries
tion and temporary
disability
fqxance.
4 Not available:
”

uqder

workmen’s

c.ompenm.

Retirement

or death of earner.-In

1939, the
old-age and survivors
insurance program covered
only employees in industry
and commerce, and
barely half of all government
employees were
under staff retirement
systems.
In consequence,
38 percent of all persons who worked
in paid
employment
were without
protection
against loss
of earnings in retirement.
Now only 7 percent of
all those in paid civilian employment
are without
such protection.
This growth
reflects largely the
extension of the basic Federal
program
to the
self-employed,
to farm workers,
domestics,
and
certain other employees in the series of amendments passed since 1950. All persons in military
service now have regular coverage under old-age,
survivors,
and disability
insurance
and railroad
workers
now have some protection
under this
program as well as their own. Of the 5 million
workers
still without
protection,
by far the
majority
lack it because they do not earn enough
from self-employment,
farm work,
or domestic
Some are doctors of mediwork for coverage.
cine not yet covered under the law or employees
of nonprofit
institutions
who have voluntarily
not elected coverage.
The past quarter of a century has seen a remarkable
growth also in t,he number of workers
covered by private pension and deferred
profitsharing
plans-from
about 2y, million in late
1935 and less than 4 million in 1939 to more than
19 million today.
Many workers’
families also
in case of the breadwinner’s
have protection,
death, under private group plans that supplement the survivorship
protection
of the public
programs.
Some 40 million
wage and salary
workers
in public as well as private employment
are now covered by group life insurance or death
benefit plans.
D&ability.-Public
programs
providing
a
source of income to individuals
with prolonged
disabilities
have expanded
rapidly,
especially
since the end of World War II. In 1934, protection through
public provisions
was confined to
workmen’s
compensation
laws, programs
for veterans, the Armed Forces, and civilian government, employees and in about half the States
to special assistance programs
for the blind.
Except
for the railroad
retirement
program
and the provisions
in the original Social Security
Act for Federal grants for aid to the blind, no
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CHABT l.-Iueome-maintename
programs:
per capita (in 1959 dolbra), 193540

B0pcud~turer
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:::::::
;%iii
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1
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::::::
n.111

Dollars
160

r

140 120 -

loo 30-

6040-

20O1935 1940 1945 1950 1955 1960
( Projected)
Fiscal Years
1 Railroad
and public employee
men’8 compensation.
and temporary

retirement
disability

programs.
insurance.

work-

special public income-maintenance
programs
for
the long-term
disabled were enacted during the
next 15 years.
The decade of the 1950’s saw two new incomemaintenance programs for the long-term disabled
added to the Social Security
Act. The first, in
1950, was a program
of Federal grants to the
States for aid to the permanently
and totally
disabled.
The second program, enacted in 1956, provided
for the payment of benefits under the Federal oldage, survivors,
and disability
insurance program
to severely disabled workers
aged 50-64 and also
to adult disabled children (if disabled before age
18) of deceased and retired workers.
In 1958
the act was further
amended to provide benefits
for dependents
of disabled workers
similar
to
those already provided for dependents of workers
retired because of age.
Private provisions
against the risk of extended
disability
have also expanded in recent years, es9

pecially in connection with private pension plans
under collective bargaining.
About three-fourths
of the 19 million employees covered by private
pension plans at the beginning
of 1959 are estimated to have through
the plans some protection in case of total and permanent
disability
before normal retirement
age. In 1931 such provisions probably covered less than 1 million wage
earners.
Provisions for a substitute income for workers
in case of short -tctm illness have I)een developed

CHAET

2.--Estimated

coverage

under

eocial insurance

through a combination of public and private programs. During the 1910’s, legislation providing
temporary disability insurance benefits was enacted in four States and for workers in the railroad industry. Similar protection for workers in
other States has been extended through the
growth of voluntary
disability insurance and
other types of employee-benefit plans sponsored
by employers or established through collectivebargaining agreements.
In 1959 it is estimated that about three-fifths

programs,

1939, 1949, an& 1959 1

Nearly all who work (employed and self-employed1are now covered by PUBLIC RETIREMENTPROGRAMS
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of the Nation’s
private
wage and salary labor
force had some protection against loss of earnings
caused by short-term
disability
through
these
various
public and private
arrangements.
In
1934, the proportion
covered was estimated to be
less than one-fifth.
More

Receive

Income

Maintenance

TlLe aged.-The
start of the 1960’s found
three-fourths of the Nation’s 15.7 million agedalmost 12 million persons-drawing
benefits under at least one social insurance or related program. The old-age, survivors, and disability insurance system alone provided income for more
than 10 million, or 64 percent, of those aged 65
and over. Another 1 million aged workers-of
whom some 300,000 were married men with aged
wives-were fully insured under the program and
could receive benefits as soon as they retired.
The compensation and pension programs for
veterans and their survivors were next in importance, with an estimated 9 percent (counting
wives of veterans on the rolls) receiving payments. Programs for government employees and
railroad workers together provided support for
about 1.5 million aged persons. It is estimated
that more than half of those receiving a payment
because of the disability or death of a veteran
were also receiving a benefit because of the retirement or death of a worker in industry or government employment.
More than 6 percent of the persons receiving
social insurance benefits were also on the public
assistance rolls because their benefits plus any
other resources did not meet their needs, according to the standards set by their State of residence.
About 1.7 million persons aged 65 and over, or
11 percent of the Nation’s aged population, were
still primarily dependent on public assistance in
December 1959. In addition, an estimated 1.1
million, or 7 percent, had no money income from
employment or any public income-maintenance
program. Predominantly
women who had been
widowed before their husbands were covered under old-age, survivors, and disability insurance,
they included some very wealthy individuals, but
many more were dependent on and lived with
children or other relatives, and some were being
maintained in public institutions.
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In all, almost 7 in 8 of the 15.7 million aged
persons in our population at the end of 1959 had
income from social insurance and related programs and/or public assistance. This is in startling contrast to the situation at the end of 1934
when little more than 10 percent of all persons
aged 65 and over had income from such sources
and about half, it is estimated, were mainly or
wholly dependent on relatives or friends for their
support.
The number of persons receiving pensions under private benefit plans has also expanded at ar
impressive rate. At the end of 1959, there were
probably about 1% million beneficiaries in all,
of whom more than 11/ million were aged 65 and
over. In the mid-1930’s, there lvere no more than
150,000 or 200,000 private pensioners, many of
whom were under plans operated by the railroads
and later transferred to the rolls of the federally
operated retirement program for railroad employees.
The lowering of the eligibility age for women
from 65 to 62 years under old-age, survivors, and
disability insurance effective in November 1956
represented a further gain in economic security
for aged persons, not reflected in the figures summarized above. By the end of 1959 a total of
more than 850,000, or nearly two-fifths of the
women in this age group, were drawing benefits,
and at least a half million were estimated to be
eligible on retirement.
(As provided under the
1956 amendments to the Social Security Act, the
retired workers and wives in this group received
benefits that were actuarially reduced for each
month before attainment of age 65.) Other
women approaching age 65 are eligible for payments under programs for railroad or government employees, and considerable numbers receive pensions or compensation as wives or
mothers of deceased veterans.
The disabled.-On
an average day in 1959,
about 9 million persons of all ages were disabled-unable to work, attend school, keep house,
or follow their other customary or usual activities
because of an illness or injury. More than 5 million of these persons had been limited for more
than 6 months in their ability to carry on their
major activity because of a chronic illness or impairment-the
“long-term disabled.” Many millions of others with chronic conditions were par
11

tially limited in the amount or kind of activity
that they could pursue.
Of the persons with long-term
disabilities,
an
estimated 3.1 million were between the ages of 14
and 65 in December 1959. About 1.3 million,
or
42 percent, of them were receiving cash benefits
or payments from social insurance or veterans’
A quarter of a century ago only
programs.
some 230,000 persons or a little more than 10
percent of the Nation’s long-term disabled aged
14-64 were receiving cash payments from public
programs.
Programs under the Social Security Act are
now providing
the major share of income maintenance for the long-term disabled under age 65.
In December 1959 there were 415,000 disability
beneficiaries under the old-age, survivors, and
disability
insurance program
and 400,000 recipients of assistance under the Federal-State
aid
to the blind and aid to the permanently
and totally disabled programs. The veterans’ programs
were next in importance, paying pensions or compensation to 330,000 veterans under age 65 with
ratings of 70-percent disability
or more. The
remaining
programs-workmen’s
compensation,
government
employees’ retirement
systems, and
the railroad
retirement
system-accounted
for
about 290,000 recipients.
Until the payment of disability
benefits under
the old-age, survivors, and disability
insurance
program in 1957, the veterans’ compensation and
pension programs were responsible for the largest
group of disability beneficiaries.
As late as 1949
the veterans’ programs accounted for more than
half the persons with long-term
disabilities
receiving support from public income-maintenance
programs-a
proportion that dropped t,o about 40
percent in the years immediately
following the
passage of the public assistance program of aid
to the permanently
and totally disabled.
The child.-The
economic well-being of children is contingent on the ability of their parents
to provide for them. Programs that provide for
wage replacement not only when the breadwinner
is no longer in the home but also in case of his
unemployment,
disability,
or retirement
are
therefore of importance for children.
The extent
to which these programs make explicit provision
for dependents has a considerable impact.
Although the traditional
role of the father as
12

sole supporter
for the family has given way
somewhat as married women have moved into the
labor force in growing numbers, our public income-maintenance
programs recognize his contribution
more fully than the mother%. To be
sure, 7 out of every 8 children in the United
States have their home with two parents, according to Bureau of the Census data for March 1959,
and a small number of others live with the father
only. Almost 1 in 11, however, have only their
mother. There are less than 3 percent in all that
share a home with other relatives, are in foster
care, lodge with nonrelatives, or live alone.
More than 90 percent of all married men, perhaps 95 percent of those (under age 60) most
likely to have children, are in the labor force.
Some of them, however, are unemployed
from
time to time, and others are unable to work.
More than half of the women who are widowed,
divorced, or separated and have children in their
care are in the labor force, but many of them
only intermittently
because they are marginal
workers or because of home demands.
The unemployment
insurance programs provide dependents’ allowances in only 12 States,
which account for about one-fourth
of all
workers covered by. State unemployment
insurance programs. Data for new beneficiaries in
July-September
1959 indicate that about onethird were entitled to allowances for a total of
about 230,000 dependent children.
Under the social insurance provisions of the
original
Social Security Act, children had no
protection.
But the first amendments, in 1939,
provided for benefit payments to dependents of
those retiring
and to surviving children of deceased workers, and the 1958 amendments
extended this protection to the children of disabled
workers. By the end of 1959, the number of children under age 18 on the rolls had mounted to
13/4 million,
including
about 200,000 children of
aged retired workers, almost 80,000 children of
disabled workers, more than 1.4 million children
whose fathers had died, and 64,000 whose mothers
had died. In 1950 the Social Security Act was
amended to provide for payment of benefits to
children of a working mother who died, even
if the father was in the home and providing
support.
The Railroad
Retirement
Act makes similar
provision for children, but the numbers involved
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are small, with only 38,000 children
under age
18 on their benefit rolls at the end of 1959. Programs
for government
employees
characteristically
provide
no allowance
for children
of
workers
who retire, whether for age or disability,
and the estimated number of children
drawing
survivor
benefits is not a great deal larger than
under
the railroad
programs
because single
women are relatively
numerous
among government employees.
Children of veterans, on the other hand, benefit
in substantial
numbers under the compensation
and pension programs.
Close to 300,000 were
drawing
payments
as survivors
of deceased veterans and more than 425,000 because their fat,hers
were 50 percent or more disabled and therefore
entitled to extra compensation
for children up to
three in number.
The Veterans’
Pension Act of
1959 provides
that effective July 1, 1960, additional monthly amounts are payable for dependents of veterans receiving pensions and sets up
a sliding scale of benefits related to financial need
and resources both for veterans and for their survivors.
In all there were about 21/2 million children
who received direct benefits under social insurance or veterans’ programs
late in 1959. Another
3% million children
in families
receiving
veterans’ payments or unemployment
insurance may
have had some of their needs met by payments to
a parent, but they did not receive any direct payments. The assistance programs
provided aid for
about 23j million children---21/h
million under the
Federal-State
program of aid to dependent children and the other half million under the Statelocal general assistance program.
Of the 2.1 million fatherless
children,
about
three-fourths
were receiving income from one or
more such sources at the end of 1959. Old-age,
survivors,
and disability
insurance alone provided
some support
for close to two-thirds
of them.
This is in sharp contrast to the situation
before
passage of the Social Security Act, when there
were about 280,000 children in families receiving
aid to needy children
under State-local
laws.
Although
most of these children
w-ore orphans,
they made up only a small fraction
of the 2.8
million fatherless
children in the population
at,
that time.
The program of aid to dependent children was
designed to provide aid for children in need not
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only because of the father’s death but also in case
of his incapacity
or his absence from the home.
Today the program, with nearly 2.3 million children and almost 700,000 adults responsible
for
their care on the rolls, is heavily weighted
with
the socially orphaned.
Children
in need because
of risks that have been considered uninsurabledivorce, separation,
desertion, and illegitimacyaccounted for about 56 percent of those on the
rolls in late 1958, according to a special survey.
Just over one-fourth
were on the rolls because of
the father’s incapacity.
Only 1 in 10 were needy
because of the father’s death, and about two-fifths
of these children were social insurance beneficiaries, but their benefits did not meet their needs
under State standards
of assistance.

TRENDS

IN

LEVELS

OF. INCOME

SUPPORT

Real per capita income-that
is, our total output of goods and services averaged over the entire population-has
more than doubled in the
25 years since the Social Security Act was passed.
The general level of income support under the
social security programs has also increased
though not as much as the gains for the population as a whole.

Changes

in Social

Insurance

Payments

It has been accepted from the beginning that
the social insurance programs should provide a
floor of protection only, leaving room for additional protection through private employee-benefit plans and private savings. Ideas as to what
constitutes a floor, however, like ideas as t,o what
is the minimum socially acceptable family
budget, tend to change over time as well as to
vary among different groups.
The unemployment insurance programs were
originally
designed to pay benefits amounting
to about half of what the worker had been earning. Under the 1939 amendments, old-age and
survivors insurance benefits for a retired worker
were to range from 40 percent for the lowestpaid workers to 16 percent for the highest-paid
workers at the outset and from 60 percent to 24
percent eventually. The 1950 amendments eliminated an increment for years of service and pro13

the maximum weekly benefit not in dollars but as
a percentage
of average covered earnings,
thus
providing
for automatic adjustment
to changing
wage levels. Very few of the State laws, however, reflect the concept of adequacy implied in
the supplemental
unemployment
benefit plans
negotiated in a few of the mass-production
industries,
which
envisage benefits equal to 65
percent of previous earnings.
In old-age, survivors,
and disability
insurance,
the limit on the amount of earnings
that are
taxable and creditable towards
benefits has likewise limited the replacement of earned income in
the case of higher-paid
workers.
In 1959, more
than half of all full-time
male workers
and 25
percent of all persons in covered employment had
earnings above the $4,800 that could be counted
in determining
the amount
of their benefits.
While many of these higher-paid
workers
are
among the groups most likely to have supplemental protection
under private
pension plans,
by no means all have this resource.
For those workers
whose benefits are based on
low earnings, the problem is that few have much
cash income other than their relatively
modest
benefits. Homeownership
is also less common for
those with the lower benefits. The 195’7 survey of
old-age
and survivors
insurance
beneficiaries
showed that one-sixth of all retired couples had
no current
cash income (or less than $75 per
person for the year) in addition to their benefit.
More than one-third
of the aged widows
relied
on their benefits as practically
their sole source
of cash income. Less than half these widows

vided retirement
benefits of from 50 percent to
about
27 percent
of the worker’s
previous
earnings.
Rising wage levels have meant higher average
benefits under both social insurance
programs.
Furthermore,
Congress has acted to revise from
time to time the benefits of persons on the oldage, survivors,
and disability
insurance
rolls, in
order to adjust for rising prices and to reflect to
Similar
some extent
rising levels of living.
changes have been made under the railroad
retirement program and many of the programs
for
public employees.
At the end of 1959, a worker
who had retired
in December 1940 with a monthly
old-age, survivors, and disability
insurance benefit of $22.60
and was still on the rolls was receiving $55.00 a
month, an increase of 17 percent in real income
after
allowing
for the decreased
purchasing
power of the dollar. The average monthly check
to all retired workers
on the rolls in December
1959 was $72.78, or the equivalent
of one and
one-half
times what
the average
1940 check
would buy at present prices.
A worker
newly
retiring
received
even more;
new awards
in
December 1959 averaged $82.26.
There have also been slippages, however.
Because the maximum dollar amounts in most of the
State unemployment
insurance
laws have not
been increased to the same ext.ent as earnings
levels have risen, a large proportion
of the
workers
drawing
benefits today get only about
one-third
instead of the intended
one-half
of
their on-the-job income. Six States now express
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SOCIAL

SECURITY

owned their homes, while about 70 percent of all
the couples had this resource.

Level

of Public

Assistance

Payments

The level of payments under the public assistance provisions of the Social Security Act has
also risen over the past 25 years. Indeed, during
the period from 1940 to 1950, when no changes
were made in old-age, survivors, and disability
insurance,
public assistance payments
proved
much more responsive to increases in the cost of
living. Rising levels of living for the population
as a whole and increased tax-paying ability have
also been reflected in the standards of need applied in most States.
At the end of 1959, recipients of old-age assistance were receiving in monthly
payments
more than $3.00 for every $2.00 (in terms of 1959
prices) paid in 1940 and recipients of aid to dependent children
about $2.75 for every $2.00.
Unmt med.--In
spite of these improvements
there is evidence of substantial continuing
unmet
need for assistance. Many of the States provide
less than the amount needed according to their
own standards. Measured against a uniform but
minimal
standard, such as twice the cost of a
low-cost food budget, the extent by which existing assistance payments fall below need as so
determined
is disturbing.
A conservative estimate for old-age assistance and aid to dependent
children alone suggests that present expenditures
may be inadequate by as much as a billion dollars
annually, simply for those persons who already
receive assistance.
The overall growth of the economy in the past
25 years has resulted in a decrease in inequalities
of wealth and income among the several States.
Nevertheless there remain great variations.
In
some regions-particularly
the predominantly
rural areas of the Southeast-economic
development has failed to keep pace with expansion in
the general economy. Major sections of the populations in the States of this region have low incomes. As a graphic illustration,
the average per
capita income in some of these States is less than
the average amounts of public assistance paid to
some categories of the needy in the States making
the highest assistance payments. In other areas,
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where automation has developed most rapidly or
where industries have moved out, the training
and skills of substantial numbers of workers are
outmoded and not in current demand in their
home areas. Unemployment
of long duration
characterizes
so-called “depressed areas,” far
beyond the resources of local communities
to
counteract.
Even with proportionately
larger Federal
sharing in the costs of assistance, the States
where need is concentrated may be hard pressed
or unable to meet generally accepted standards
of adequacy in their assistance programs.

Size of Low-Income Group

A recent study of low-income groups in the
population
suggests that in the past 25 years
there has been a significant decline in the number
of persons with very marginal
incomes. From
one-third of the Nation in 1935, the disadvantaged group has fallen to about one-fifth of the
population.
This figure results from using as a
measure of low income less than $2,500 a year in
1957 dollars for a family of four (about $600 per
capita) and comparable amounts for other family
sizes. Other reasonable standards would suggest
even larger numbers with inadequate incomes.
Almost inevitably
a considerable number of the
one-person families,
particularly
aged widows
and young persons just starting out on their own,
tend to fall in the low-income group. Many of
the families with a large number of children also
are living on very low incomes. It is estimated
that no more than half and perhaps only a third
of the children with uncomfortably
low incomes
are in families receiving any form of income
maintenance under a public program.
It is also significant that while a large proportion of today’s low-income population
are in the
labor force but have limited earning capacityNegroes and others who meet discrimination
in
employment,
rural families, families headed by a
woman or someone with little education-a
large
proportion
also are aged, widowed, disabled, and
dependent primarily
on one or more of the social
security programs for their support. Those programs will inevitably
play an increasing role in
determining
the level of living of large numbers
of the American people.
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HEALTH

SERVICES

AND

SOCIAL

SECURITY

Before
the passage of the Social Security
Act, the Federal Government
had assumed responsibility
for health services for a few selected
groups, primarily
merchant seamen and veterans.
From 1921 t,o 1929, the Federal Government
had
also provided
grants to the States to encourage
the development
of maternal
and child health
services.
The Committee
on Economic
Securit,y
gave
considerable
attention
to the need for more
adequate public health programs,
including a system of health insurance.
It. was not able to reach
agreement on specific health insurance proposals
in time for inclusion in its report.
It did recommend, and the Social Security
Act of 1935 included, Federal grants in aid to the States for
general public health activities, for maternal and
child health services, and for special health services for crippled children.
The general health grants laid the basis for
the development
of modern public health programs in the United States. Now a part of the
Public Health Service Act, t,hey set a pattern for
subsequent grants for hospital const,ruction,
for
tuberculosis
and venereal disease control, and for
cancer, heart, mental illness, and other health
programs.

Health

Services for Children

The maternal
and child health and crippled
children’s
programs
remain
under the Social
Security Act. They, too, have expanded and developed over the years. That development
can
be measured in total dollars expended, from $2.5
million in 1935-36 to more than $140 million in
1959-60. It can be measured indirectly
in the
decline in maternal
and infant mortality.
And
it can be assessed in terms of the broadening
scope of the crippled
children’s
program,
from
its early emphasis on orthopedic
conditions
to
its present attempt to prevent, or ameliorate any
disabling condition.
Federal funds have always represented
a relatively small proportion
of the total amounts spent
for the maternal and child health and crippled
In 1959-60, Federal grants
children’s
programs.
for maternal and child health were $17.5 million
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and for crippled children’s
services $16.0 million.
The grants have served to stimulate
and to encourage experimentation
and high standards
of
quality of care. Among the newer developments
is the attention now being given to the problems
of mental retardation,
partly as a result of the
earmarking
of funds for this purpose in appropriations for 1958.
Itising costs of medical care generally and the
development of complicated
and costly new techniques have limited the number of children who
could be cared for even with increasing
dollar
expenditures.
One of the more dramatic
examples of pressure
on limited
funds
was the
swelling
demand for open-heart
surgery to save
the lives of children who a few years ago could
not, have been helped. Such operations cost thousands of dollars, far beyond the ability of most
families to pay. In 1959, when amounts initially
appropriated
ran out, Congress appropriated
an
additional
$1 million
to assure that the few
medical centers able to perform
such operations
could continue to give the service.
During the past few years the infant mortality
rate, which had dropped
from 55.7 per 1,000
births in 1935 to 26.0 per 1,000 in 1956, began to
level off.
There are a number
of different
causes, all of them pointing to the need for more
health education and better prenatal and obstetrical care. There remain, also, greater differences in the mortality
rates in different areas and
among different
population
groups than can be
accepted without
concern.
During World War II, the Children’s
Bureau
was responsible
for the administration
of a program of emergency maternity
and infant care
for the wives and children of servicemen in the
lowest four grades.
This program
undoubtedly
contributed
greatly to the health of the women
and children involved as well as to the morale of
their husbands.
altogether
some 11/ million
mothers received maternity
ca.re and 230,000 infants some medical services under this program.
Emergency
mnternit’y
and infant care (EMIC)
was in some respects a forerunner
for the present
Medicare program
administered
by the Department of Defense, which covers most of the cost
of maternity
care and of hospitalization
and
limited outpatient
services in civilian
facilities
for the wives and children
of members of the
Armed Forces.
SOCIAL
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Other
Public
Expenditures
for Health
Services

In 1950, the Social Security Act was amended
to permit Federal matching of direct payments
by public assistance agencies to hospitals, doctors,
and other vendors of medical care. Since that
time, the total amount of vendor payments for
recipients of public assistance has increased until
it amounted to $465 million in 1959-60 and represented 11.5 percent of total expenditures for asfor medical care vary
sistance. Provisions
greatly among the States. There are eight or
nine States that provide very comprehensive
medical services for assistance recipients. Others
provide for limited services only.
Most care in mental and tuberculosis hospitals
is provided in public hospitals, operated by the
States or localities. Many of the States and
localities also support general hospitals where
care is provided free or at charges related to the
individual’s income.
About 20 percent of all expenditures for personal health care in the United States is now
financed from public funds. About 18 percent is
covered through private health insurance. Except for relatively small amounts financed from
philanthropic contributions and the cost of industrial health services paid for by employers,
the remaining expenditures take the form of direct payments to the providers of service by persons receiving care (or their families or other
persons in their behalf).
The issue of national health insurance was extensively debated in Congress during the years
from 1946 through 1950, but no action was taken.
In the meantime there occurred a rapid growth
in voluntary
health insurance, first under the
Blue Cross plans organized by hospital associations, later through Blue Shield associations organized in most instances by State medical societies and through insurance companies. About
70 percent of the population now has insurance
covering some or all of the costs of hospitalizat,ion, about 64 percent is covered by surgical insurance, and 44 percent by insurance for some
other medical expenses.
Voluntary insurance has been only moderately
successful, however, in covering those with low incomes, including aged persons ; farm families, especially in the South ; migratory workers ; and
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those in domestic service. Recognition of the special problem of the low-income aged in meeting
the costs of medical care has led to active current
consideration of several alternative types of governmental programs to help finance these costs.

WELFARE

SERVICES

The original Social Security Act also recognized the need for welfare services as an essential
part of a balanced social security program. The
act provided Federal financial support for child
welfare services and for vocational rehabilitation
services. Both types of activity had been under
way in States and local communities, stimulated
by the same social forces and social reform movement that resulted in the adoption of mothers’
pension laws and workmen’s compensation laws
in many States in the years just before World
War I. Limited Federal grants for vocational
rehabilitation had been available under a 1920
act. The Federal grants in aid under the Social
Security Act placed both programs on a firm
base. Both have developed and expanded significantly in the intervening years.

Vocational

Rehabilitation

The authorization for Federal grants for vocational rehabilitation was removed from the Social Security Act and transferred to the Vocational Rehabilitation Act at about the same time
the public health titles were given separate
status. With the addition of disability benefits
under the old-age, survivors, and disability insurance program, there has developed a close
working relationship between the income-maintenance and the service programs. The availability of the insurance benefits helps locate cases
needing rehabilitation
services and provides a
means of support for the individual
and his
family until he can get back into gainful employment. Disability
benefits can be paid, regardless of the amount of the individual’s earnings, for a full year after placement in gainful
employment as a result of an approved rehabilitation program. In the long run, expenditures on
rehabilitation services mean savings to the insurance program, as well as a new life for the in17

dividuals concerned. In spite of the very large
expansion in the amounts spent by the Federal
and State governments for vocational rehabilitation-from
$2.2 million in 1934-35 to $103.0 million in 1959-6O-the
need for such services is still
far beyond what can be met with existing personnel and facilities.
Child

Welfare

Services

The child welfare services program has also
taken on increasing importance during the years
since 1935. With the rapid increase in our child
population
and the stresses and strains of crisis
years, more children have stood in need of proabandoned and negtective services. Children
lected or in danger of neglect, children who have
run afoul of the law, restless and disoriented
adolescents-all
need special help with their
problems if they are to grow up to lead useful
and satisfying lives.
The Federal grants for child welfare services
have been used to stimulate
and underwrite
a
wide variety
of services-adoption
services,
placement in foster families, social services for
children in their own homes, special protective
and custodial services, services for juvenile delinquents
or potential
delinquents.
In 1958, a
restriction on the use of Federal funds that had
required that they be spent primarily
in rural
areas was removed. In the early years of the
program, it had been argued that private agencies already well established in the cities could do
the job that needed to be done there. With the
continuing
movement of population
to the cities
and the intensification
of social problems there, it
had become clear that a broader acceptance of
social responsibility
and the use of public funds
was necessary in urban areas.
Somewhat more than $200 million
was spent
for child welfare services in 1959-60, with $12
million
coming from Federal and $188 million
from State and local funds. In 1934-35, total expenditures, all from State and local funds, had
been $26 million.
There still remain, however,
many counties that are completely
without the
services of a trained child welfare worker. And
in city after city there are hundreds of children
crowded into unsuitable institutions
or with no
one to whom to turn in trouble because of limitations in existing child welfare services.
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Welfare

Services

in Public

Assistance

The public assistance programs have always
provided some services to needy families beyond
the primary service of giving them the means to
live. As the social insurance programs
have
taken over more and more of the income-maintenance function,
an increasing proportion
of
those on the public assistance rolls have been persons with multiple
problems and disadvantages.
If they, or their children, are to break out of the
cycle of poverty, dependency,
ill health, inadequate or antisocial functioning,
and continued
poverty, they need special help and special se~vices. Increasingly,
in some areas, public assistance agencies have been providing
such services.
While all such rehabilitation
services may pay
for themselves in the long run, they are expensive. Lack of funds and scarcity of trained personnel prevent any large immediate expansion in
such services. This is also an area in which much
more knowledge is needed as to cause and effect
and how to prevent dependency as well as deal
with its consequences.

Additional

Community

Sewlees

Experience with the social security programs
has brought to light the need for additional
kinds of community
services. In administering
the old-age, survivors, and disability
insurance
program-particularly
as the average age of
those on the benefit rolls has advanced-there
has
been a growing awareness of the need for guardianship arrangements and special types of institutional care for a few and of the need for health
services, homemaker
services, and other social
services to enable the many to remain independent as long as possible. Experience with both
public assistance and child welfare services has
highlighted
the growing
need for day care
centers for children of working mothers and
for homemaker
services to help hold young
families together when the mother is ill or temporarily
away from home. Many communities
are attempting
to develop these and other services. Just what the organizational
relationships
or basis for financing such services should be is
not yet clear. However they are developed, they
will remain an important
aspect of the social security status of the American people.
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Federal

Credit

Unions

The services provided
through
the Social Security Administration,
though not under the Social Security Act as such, were enlarged with the
transfer
of the Bureau of Federal Credit Unions
to the Federal Security
Agency in 1948. Credit
unions or credit cooperatives
through
which individuals
can pool small savings
and obtain
credit from one another at reasonable rates have
been among the earliest social security measures
to be adopted in many underdeveloped
countries.
They are a valuable adjunct to social insurance
and other social security programs
in a country
with a highly developed economy. They spread
to individuals
in all income groups the opportunity and means for individual
savings that we
accept as one part of our social security picture.
The credit union movement
in the United
States started in Massachusetts
in 1909. Federal
chartering
of credit unions was authorized
in
1934. Since 1935, total membership
in federally
chartered credit unions has grown from 119,000 to
5,643,OOO and their total assets from $2.4 million
to $2.4 billion in December 1959. Since 1958, the
Bureau of Federal Credit Unions has been supported
ent,irely from
fees for chartering
and
supervising
local credit unions.

SOCIAL SECURITY
AND
THE NATIONAL
ECONOMY
During
the 25 years since the passage of the
Social Security Act, both the population
and the
productive
capacity of the United States have in-
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creased far beyond the most far-ranging
predictions of that day. The social insurance programs
have developed to the place where they now account for almost 4 percent of our total national
output of goods and services.
In contrast,
the
resources used for public assistance have dropped
sharply from the depression period of the 1930’s.
Public expenditures
for health and for other welfare programs
have increased at about the same
rate as the overall growth
in national output.
The social security programs have increasingly
contributed
not only to individual
welfare
but
also to the stability
of the entire society. Social
insurance provides both a steady flow of income
to important
groups of consumers
and an automatic stabilizing
force that helps counteract
swings
in the economy.
A large part of the
strength
of our free society
flows from
the
mutual concern and support that are manifested
in social welfare programs.
The gaps and inadequacies that we can now see
in these programs should become easier to remedy
if our productive
capacity continues to expand at
the rate that our present
level of scientific
achievement
makes possible.
To achieve and
maintain for all the people a social security status
commensurate
with our national wealth and potentialities
will still not be a simple task. In the
future as in the past, imagination,
inventiveness,
willingness
to experiment
with new types of relationships among public and private organizations
and among levels of government,
and above all a
clear awareness of the need for choice and decisions as to social priorities
will be necessary if
we are to continue to move towards this goal.
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