Extending the Social Security Program’

THE BOCIAL BECURITY PROGRAM established by the
Congress in 1935 was envisaged as a foundation
upon which more comprehensive provisions could
be based as and when need for them was shown and
feasibility demonstrated. In its regular and spe-
cial reports to the Congress, the Social Security
Board has outlined, in accordance with its legis-
lative mandate, the direetions in which it believed
further action should lie. A major step was taken
in the Social Sccurity Act Amendments of 1939
when, with the provision of survivors ‘insurance
and of benefits to certain dependents of retired
workers, the emphasis of old-age and survivors
insurance was placed on family needs rather than
primarily on those of the individual aged worker.

Other major questions raised by the Board on
the development of social insurance have related
to the extension of coverage of the Federal old-age
and survivors insurance program to employment
excluded at the beginning for practical considera-
tions, notably agricultural labor, domestic service
in private homes, services for nonprofit organiza-
tions, public employment, and seclf-employment;
a similar extension of unemployment insurance
protection to appropriate groups of cemployecs
now excluded; and the application of social insur-
ance to the serious social risks arising from tempo-
rary and chronic disability among workers and their
families, In the ficld of assistance, the Board has
been impressed with the differences which have
developed from the varying cconomic capacity of
the States to provide funds for IFederal matehing
and the resulting large differences among the
States in the levels of aid given to persons in sub-
stantially similar circumstances. Experience also
has shown the limitations, in relation to the needs
of families with dependent children, imposed by
present restrictions on Ifederal matehing for this
program to payments which do not exceed $18 a
month for the first child and $12 a month for each
other child aided in the same home. It has also
been clear that inadequacy of State and local
resources for general assistance, in which there is no
Federal participation, has resulted in some areas
in severe hardships among persons who were out-

side the special groups aided under the Social
—_—

*Excerpt from Seventh Annual Report of the Social Sceurity Board for the
tiscal year 1041-42, pp. 13-23.
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Security Act and were not employed on Federal
work programs.

The current significance of social security exten-
sion was outlined briefly by the President shortly
after the attack at Pearl Harbor in his budget
message of January 5. Declaring that he opposed
use of pay-roll taxes as a method of war finance
‘““‘unless the worker is given his full money’s worth
in social security,” the President, said that to carry
out the long-contemplated extension of the cover-
age and scope of the program would “advance the
organic development of our social security systom
and at the same time contribute to the anti-
inflationary program.” The additional contribu-
tions, he pointed out, would help. absorb present
purchasing power while building up reserves for
post-war contingencics. The President also indi-
cated his sympathy with amendment of the Social
Sccurity Act to modify the Federal matching
grants for assistance to accord with the needs of
the various States.

Experience in subsequent months has under-
scored the urgency of the problems to which the
President called attention. All official estimates
have shown a widening “inflationary gap,” that
is, discrepancy between the disposable income of
American families and the shrinking supply of
goods and services available for civilian purchase.
Increased social insurance contribution rates
would help to narrow this gap and at the same
time would finance development of the program.
While aggregate contributions collected under
Federal and State social insurance laws have
reached unprecedented levels, the present in-
creases, it must be emphasized, reflect in large
part increases in deferred obligations of the existing
insurance programs. As the result of the expan-
sion in the labor force, greater continuity of
cmployment, and the rise in levels of carnings,
millions of workers who might not have had a
chance to participate in these systems are accruing
credits toward future benefits, and additional
millions are obtaining credits which will qualify
them for larger benefits than they could have
carned in ordinary times. These considerations
emphasize the importance of social insurance as
one mechanism, among others, for helping to
maintain economic equilibrium in a period of
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inflationary pressures and, by dovclopment of
adequate reserves, for helping to forestall a
general economic collapse which could follow the
termination of the war.

The expansion of the labor force and the in-
creasing mobility of labor make it oven more
evident that in socigl sccurity, as in war, strength
lies in union. War has drawn into the coverage of
the Federal old-age and survivors insurance pro-
gram hundreds of thousands of persons who once
worked in eoxcluded jobs and doubtless will
return to their formor occupations. Unless cover-
age is extended to the major employments and
services now cxcepted, so that when the war is
over these workers can continue to add wage
credits to those they are now carning in wartime
jobs, many will lessen or lose their chance for
insurance protection despite the contributions
they now are making or will qualify for only
meager benefits.

Employment Security

The Board belicves also that action is needed
during the war to strengthen the unemployment
compensation system so that it can effectively
carry the post-war burden of unemployment.
The crux of the problem lies in the financial basis
of the program, especially in a period when em-
ployment and unemployment are clearly beyond
the control of an employer or a State, since they
are determined by national needs and international
situations. At present the funds of cach State
are held separately for benefit payments to
workers covered under the law of that State.
Since the risk of unemployment varies widely
among the States, somoe have funds far in excess
of immediate and future neceds, while others
may be hard pressed to meet their liabilities.
For this reason, pooling of funds is nccossary to
ensuroe payment of adequate benefits to all eligible
unemployed workers, regardless of the States in
which they are now covered, during any post-war
readjustment period.

A Federal system would obviate the marked
disparities in the proportion of workers protected
under State laws and the degree of protection
afforded. Existing differences in adequacy of
benefit and coverage provisions, which arise from
tho differences in the ability and the willingness
of the individual States to broaden the protection
afforded by their laws, would be wiped out.
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These discrepancics may be illustrated by the fagy
that a workoer whose high-quarter carnings ang
annual earnings are $400 and $1,000, respectively,
would got a weekly payment varying from $11 to
$17 and total benefits varying from $100 to $400,
depending upon the State in which he earned his
wage credits.

Although the States have made progress in
broadening the protection afforded unemployed
cligible worlers since the inception of the program,
tne division of revenue among 51 separate funds
limits the protection that can be provided under
the existing Fedoral-State program. In 1940,
more than half of the beneficiaries were still wit).
out o job when they exhausted their benefit rights,
In many States, coverage restrictions oxclude
workers in small firms. Only the District of
Columbia law provides for variations in the benoefit
amounts for workers having (lep(m(lcnt.s.‘ A Fed-
eral system would be appropriate for coverage of
maritime workers who are now without protection
because of the difficulties inherent in their coverago
under State laws. It would reduce tho number of
tax returns required of employers, since a single
return would serve the purposes of both the un-
employment compensation and the old-age and
survivors insurance programs,

A TFederal program, moreover, would equalizo
the cost of unemployment compensation among
employers.  The diversity of experience-rating
provisions under State laws has resulted in the
fact that competing employers in various States
contribute at different rates even when their un-
employment experience is identical. In actuality,
the allowance of additional credits against the
IFederal unemployment tax in line with experience-
rating provisions has worked out so as to handi-
cap competing employers in different States, a
situation which that tax was intended to avoid,
The result of these diserepancies is to instill in the
States fear of placing their employers at a com-
petitive disadvantage, in comparison with oem-
ployers elsewhere. This fear gives an incentive to
distort employer experience-rating plans and to
rofrain from measures to improve benefit standards.
This situation works out to the financial disad-
vantage of employers in States which are endeavor-
ing to deal adequately with workers’ risks of un-
employment and undermines the basic purpose of
the unemployment compensation program. It
threatens to impede improvement in the sccurity
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furnished by the system and defeat the purpose for
which it was created.

All these considerations, which developed in the
exporience of the pre-war years, have become of
increasing importance in the light of the war
cconomy and the stresses to be anticipated whon
the war ends. Although the total reserve accumu-
lated by the States in the Federal unemployment
trust fund represents an amount which is more
than sufficient in relation to the present low
volume of unemployment and existing standards of
benefits, and although the fund as a whole is in-
creasing rapidly, the reserves of some States would
be threatened with insolvency under strains which
must be anticipated in post-war years.

The national character of the labor market has
become indisputably clear in terms of the job of
mobilizing the labor force and allocating available
manpower in the ways which best will serve the
needs of the Nation. The task of relocating re-
turned soldiers in civilian jobs and of demobilizing
workers in war industries will bring problems at
least equally comprehensive. In many instances,
technological progress during the war may have
drastically changed the industrial scene for workers
whose oxperience was gained in pre-war yecars.
Young people who have undertaken their first jobs
during the war or have gone from school into the
Army and Navy will require direction, and often
training, to enable them to find their place in
civilian pursuits. IExtensive migration of workers
and their families will be necessary in the read-
justment of the country to peacctime activities.
The Social Seccurity Board is convinced that
nothing less than a national uniformly operated
employment service, sustained by an adequate and
soundly financed Federal unemployment insurance
system, will meet the needs of the period im-

mediately following the war and the longer-range

objcctives of social sccurity. In unemployment
insurance, as in the present Federal systom of
old-age and survivors insurance, benefits for de-
pendents could afford a means of providing com-
pensation more nearly adequate {for family needs.
The Board believes that such a system is needed
to underwrite the Nation’s future sccurity.

Old-Age and Survivors Insurance

Operation of Iederal old-age and survivors
insurance, in contrast to that of unemployment
compensation, has shown that the basis of the
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program is sound. The Board believes that exten-
sion of coverage under this system to agricultural
labor, domestic service, public employment, serv-
ice for nonprofit institutions, and self-employment
is now of paramount importance to the objectives
of social security in war and in peace.

Apart from the limitation of coverage, there
remains a serious lack in that there is no provision
for retirement benefits to workers who become
chronically disabled. In that lack the present
program is almost alone among the retirement
provisions of all major countries and substantially
all important public retirement systems in the
United States. The war emergency has shown
that many aged workers are able and anxious to
continue in jobs when an opportunity offers; in
many instances, advanced age of itself is a less
dovastating risk to individual independence and
family support than physical incapacity at younger
ages. Unless he has reached age 65 and can cleim
old-age retirement benefits, a worker ordinarily
has no social insurance protection against disa-
bility except for the limited provisions under work-
men’s compensation laws. Moreover, if a worker
is pormanently disabled at younger ages, when the
roquirements of his family are usually greater than
in his old age, he may lessen or lose the protection
he has built up for himself and his dependents
under the Federal old-age and survivors insurance
systom.

From the long-range standpoint, morcover,
orderly provision for retirement of disabled work-
ers and their replacement by others whose effi-
ciency is unimpaired is important for industry as
well as the individuals involved. This principle
is likely to prove of special importance in the years
following the war., The pressure of the emergency
and the inclusion in the labor force of all who now
can serve in any capacity will leave a considerable
group of persons who, after the strain of the war
years, may be unable to continue in regular em-
ployment. At that time jobs will be needed by
the young and vigorous men demobilized from the
armed forces. The Board believes that cash bene-
fits, payable as a matter of right without a means
test, should be provided to compensate workers
for part of the wage loss sustained by chronic and
total disability. Both in coverage and in benefit
provisions, including survivor benefits, such a
measure should follow the gencral patterns of
Federal old-age and survivors insurance.



Two and one-half years of experience in paying
old-age and survivors insurance benefits have
demonstrated the desirability of liberalizing certain
provisions, removing anomalies, and simplifying
administrative requirements. At present, only
about 42 percent of the wives of primary bene-
ficiaries are 65 years of age or over and so entitled
to benefits; the requirement should be lowered to
age 60 for wives of annuitants so as to make more
of them eligible for benefits, and the age require-
ment for widows and female primary beneficiaries
lowered to the same extent. If the wife of a bene-
ficiary has children in her care, she should receive
benefits irrespective of her age. The dependency
requirement for parent’s benefits should be re-
duced to a showing that the parent was chiefly
supported by the deccased wage carner, and
parent’s benefits should be increased to 75 percent
of the primary benefit. Many minor changes to
remove inequities and to simplify administration
should be made. Finally, measures should be
taken to protect the insurance rights of workers
covered by the program who have entered the
armed forces.

Temporary Disability

In its effect on family income, temporary dis-
ability is much like temporary unemployment.
Nevertheless, an insured worker who can claim
benefits for unemployment when he is able to
work and available for work has no right to bene-
fits when he is unemployed because of illness,
even though he ordinarily must incur sickness
costs in addition to his loss of wages. On an
average day of the year, probably some 3 to 4
million persons are incopacitated for their ordinary
pursuits by reason of disabilitics of less than 6
months’ duration from which they will recover
sooner or later. Provision of cash benefits for
temporary disability would strike at a serious
cause of poverty and dependency and, in the
opinion of the Board, is a needed adjunct to the
social sccurity program.

Hospital Benefits

The serious aspect of medical costs lies not in the
average among the population as a whole but in the
unpredictable and heavy burdens of families in
which there is major illness or prolonged illness
during a year. Provision of benefits to offset the
burden of hospital bills on insured workers and
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their families would be of substantial help in
lightening the problem of high-cost illness. The
Board is of the opinion that the risk of hospital
costs is one to which the approach of social insyr-
ance is particularly appropriate.

Public Assistance

Any social insurance system must necessarily bo
governed by fixed requirements and benefit scales
designed, in accordance with the specific program,
to cope with the more common situations and losses
among the insured population; there would other-
wise be no means of assuring the proper equilib-
rium between contributions and benefits. Undor
any qualifying requirements and benefit scales
adopted for such a system, some individuals will
fail to qualify and others will meet with & combing-
tion of circumstances which transcend the provision
feasible under the general rules of the system. It is,
therefore, an accepted principle that social insur-
ance must be supplemented by a sound program
of assistance, provided on the basis of individual
need, to meet situations in which insurance pro-
tection is inadequate.

The assistance payments in which the Federal
Government now collaborates through matching
grants to States under the Social Sccurity Act are
limited to three special groups: the needy aged,
needy blind, and children who are dependent by
reason of the death, incapacity, or absence of a
parent. Obviously, many needy individuals and
families are outside these specinl categories of the
population. Morcover, even among these special
groups there are many who cannot qualify for aid
under the approved State plans for which Federal
funds arce provided because they fail to meet a
requirement of State law, such as that for resi-
dence, or—among the families with children—are
in need by reason of the parent’s unemployment or
insufficient earnings, rather than one of the causes
specified in the Social Security Act. In addition,
some States have been unable to provide suflicient
funds for Federal matching to aid all persons who
could qualify under the Federal-State programs or
to give adequate assistance for those who are on
the rolls.

This last situation, to which the President al-
luded in his budget message, can be met through
authority to provide special aid, rather than
merely the uniform matching Ifederal grant, to
States which have relatively small economic re-
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gources of their own, as measured by some such
objective scalo as per capita State income. The
Board is convinced that such a measure is necessary
to assure comparable standards of aid to persons
in similar circumstances, irrespective of the State
in which they happen to live. At present the great
disparity in standards of assistance under the
IFederal-State programs, for which the Federal
ghare is governed by the amount that the State
can provide, makes it necessary for the Federal
Government to countenance and participate in
operations which do not sustain the purpose of
these asgistance programs,

More nearly adequate support of the present
Irederal-State programs would still leave two other
major problems unsolved: the situation of needy
persons who are outside these categories of the
population, and the special problems arising from
the extent of need among families with children,
Studies of the Board and other official agencies
have shown time and again that the majority of
the children of the United States are growing up
in homes where resources are too small to supply
the shelter, food, clothing, and other essentials
needed for a child’s healthful growth and develop-
ment. The present expansion of earnings has im-
proved the situation of families with children, as
of others, but as a group they remain at the bottom
of the economic scale and in large part below any
line which can be accepted as an American stand-
ard of living. Under the stress of war conditions
and of circumstances to bo anticipated in the post-
war years, the cconomic handicaps of children and
their parents are a threat to the future well-being
of the United States.

The Board believes that a minimum approach
to this situation would be to increase the maxi-
mum amount of payments for aid to dependent
children for which Federal matching is available
or to remove maximums for Federal matching,
leaving a State free to use Federal funds under an
approved plan to meet the Federal share of as
much assistance as the State agency deems neces-
sary for families with dependent children. The
relative restriction of the Ifederal contribution is
reflected in the fact that the Federal Government
now provides a considerably smaller share of the
total cost of aid to dependent children than of
old-age assistance or aid to the blind. Considera-
tion should be given also to extending the scope
of the program by including children whose need
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is due to causes other than those now specified,
i. e., the parent’s death, incapacity, or absence
from home. It has been suggested, for example,
that Federal matching grants should be available
for approved State plans which furnish aid toany
child whose family resources are insufficient to en-
sure healthful growth and development, whatover
the reason. It is of interest that Great Britain,
as & means of assuring the Nation’s future, is giv-
ing scrious consideration to establishing flat-sum
allowances for all children in the population with- .
out & means test, for all children in families bolow
a given income level, or for all children excluding
the first or the first two.

Apart from the particular need of families with
children, the Board is of the opinion that Fedeoral
aid should be available for gencral assistance under
arrangements similar to those for the special types.
At present, only State and local finds are used for
such aid, and typically such resources are least
where and when need is greatest. The precipitate
drop in the past fiscal year in total expenditures
for general relief reflects general increases in em-
ployment and carnings but also masks the fact
that in many areas where little or nothing was
previously given needs are still acute. Since the
localities have been providing about half of all
funds for general relief, questions of legal settle-
ment of applicants for relief have been an espe-
cially troublesome problem. ‘The migration occa-
sioned by the war, and oeven more the drastic read-
justments of industrics, communitics, and families
which will be neccessary at the war’s ond, make
this a responsibility which transcends county and
Statoe lines,

It is the opinion of the Board that several legis-
lative changes are needed to improve the public
assistance programs under the Social Sccurity Act.
The Board belioves that the Federal Government
should aid the States in financing medical care for
recipients of assistance by including an appropriate
sharo of the costs of such services in the grants to
States for public assistance. The residence re-
quirements of State plans for old-age assistance
and aid to’ the blind should be liberalized to
accord with provisions under approved plans for
aid to dependent children; to this end, Federal
grants under the Social Security Act should be
payable only to States which do not deny assist-
ance on the score of residence to aged and blind
applicants who have resided in the State for the
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year immediately preceding application. To re-
move a requirecment which is difficult to adminis-
tor and of dubious value, Federal grants for aid
to dependent children should be payable with
respect to otherwise eligible children aged 16 and
17 years, regardless of school attendance. The
present provision for Federal participation in ad-
ministrative costs of the old-age assistance pro-
gram should be revised to permit the IFederal
Government to bear half of such costs, as it now
does for aid to the blind and aid to dependent
children. Under existing provisions, States re-
coive a 5-percent addendum to the Federal grant
for old-age assistance to be used for assistance
payments, for administration, or for both purposes.

The Objective of Social Security

The Social Sccurity Act of 1935 represented,
in effect, prudent application of existing expe-
rience and initial limitation of new ventures. The
special types of assistance stem from measures
previously in long use in many States. The un-
omployment compensation program was inten-
tionally designed to permit wide latitude for exper-
imentation in diverse measures among the States.
The Federal old-age insurance program assumed,
in comparison with other countrics, only a limited
scope of protection. Risks of disability and sick-
ness, which typically have been the first to be
incorporated in social insurance measures, were
recognized only in the grants of Federal funds
for aid to the needy blind and, in relatively small
amounts, for certain health services and voca-
tional rchabilitation.

The past 7 years have seen the actual estab-
lishment and operation of all measures for which
authority was given in the 1935 law and also of
the broadened Federal insurance system estab-
lished under the Social Security Act Amendments
of 1939. All these mecasures have proved com-
patible with American customs and ideals, and
all have served with greater or lesser effectiveness
under conditions of relative economic depression,
in the rising prosperity of 1940 and 1941, and
during the onrush of industrial activity of the
first half of 1942. Social sccurity has been ac-
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copted as an objective in the American way of
life; in operation, the program has proved adapt-
able to both continuing and emergency needs,

The Board believes that experience now g
ample to warrant reconsideration of aspects of
the program which have proved less effective
than had been hoped, notably the Federal-State
division of responsibility for unemployment insup-
ance; to justily extension of the social insurance
systems to a far wider segment of the population;
to correct other incqualities and inadequacics,
such as those cvident in the ficld of public assist-
ance; and to extend the devices of social security
to additional risks,

These proposals envisage the ultimate attain-
ment of a unified social sccurity program which
will sustain individual initiative on the part of
American workers and their families while pro-
viding a bulwark against all major risks to those
whose livelihood depends on work.  Such a pro-
gram must necessarily givo full recognition to needs
at all ages from infancy to the ages when carnings
dwindle or cease. It must recognize adequately
the risks of unemployment, sickness and disability,
advanced age, and death of the breadwinner, in
terms of compensation for loss of carnings and also
in terms of means for preventing such catastrophes,
insofar as possible, and restoring well-being in the
houscholds which experience them. ‘The attack
on these risks requires use of social insurance
devices, of public assistance, and of organized
services developed in conjunction with insurance
and assistance programs or as scparate com-
munity services utilizing the resources of govern-
mental and voluntary agencies, national, State,
and local. In the field of social security, as clse-
where in our cconomy, the war has made clear
the need for unity in the approaches to Nation-
wide problems and the nced for speed in every
measure to strengthen the American people for
all-out effort. At the same time, there is urgent
need to begin preparations for the sweeping read-
justments which will be inevitable at the end of
the war and for the continuing advance toward
cconomic sccurity which is among the war objec-
tives of the United States and her Allies.
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