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has become ap essential part of the
American way of life. But “we still
have a long way to go before we can
truthfully say that our social security
system furnishes the people of this
country adequate protection. There-
fore we should lose no time in making
our Soclal Security Act a more per-
fect instrument for the maintenance

of economic security throughout this
country. ]

“1 expect to present to the Congress
specific recommendations looking
toward this objective.”

A sound soclal security system, he
added, “requires caréful consideration
end preparation. Social security
worthy of the name is not a dole or

a device for giving everybody some-
thing for nothing. .True social se-
curity must consist of rights which
are earned rights—guaranteed by the
law of the land. Only that kind of
social securlty is worthy of the men

" and women who have fought and are
now flghting to preserve the heritage
and the future of America.”

Ten Years in Review

DeEmocracY can  thrive, President
Roosevelt once sald In a talk to the
Nation, only when it adequately re-
spects the dignity of the common
people “by so ordering society as to
assure to the masses of men and
women reasonable security and hope
for themselves and for their chil-
dren.” Developments under the So-
clal Security Act, summarized in the
preceding section, are one measure of
progress in establishing the ground
work for that security and hope.

Another measure Is the adequacy and
universality of the protec_tion offered.
The following pages outline briefly the
extent to which our population shares
in protection under the Social Secur-
ity Act and related public programs;
review developments In the three
meajor programs for which the Soclal
Security Board has administrative re-
sponsibility; and describe the expan-
sion of social insurance in other coun-
tries during the past decade, despite
war and the threat of war.

Social Security Today

IN THE TENTH YEAR of the social secu-
rity program in the United States, the
wartime economy gave an opportunity
for earnings to nearly everyone who
was able to take a joh. Individual in-
come, including pay of servicemen and
allowances to their dependents, was
at the highest levels in the country's
history (chart 3). Nearly half the
total population was in the civilian la-
bor force or the armed services. Un-
employment averaged not much more
than three-quarters of a mlilion per-
sons, less than had been thought pos-
sible in any circumstances in this
country, With the withdrawal from
civilian employment of some 1115 mii-
lion men and women into the armed
forces and with the unprecedented
demands for workers, millions of per-
sons who otherwise could not have
got or kept jobs were able to support
themselves wholly or at least par-
tially. Among these were old people,
children and other Inexperienced
workers, handicapped persons, and
women who ordinarily would not have
taken work outside their own homes.

Steady work and higher wages, to-
gether with the lack of certain types
of consumer goods, enabled many

families to. put aside appreciable sav-
ings for future contingencies. As in
other years, too, a large number of
persons were able to purchase or in-
crease their holdings of private insur-

ance to provide income in their old
age and protection for their families,

Yet even in a year like 1944, when
the threat of unemployment was at a

. minimum, there were relatively few
families whose economic security and
independence would not be seriously
lessened or lost by the old age, dis-
ability, or death of the family bread-
winner, In an average year most
families can save little or nothing out
of current income. The major eco-
nomic risks for which the insurance
and assistance programs of the Social
Security Act were established per-
sisted in the wartime economy.

At the end of these 10 years since
the Soclal Security Act hecame law,
what, in terms of public provision for
soclal security, do the people of the
Nation possess?

Most workers in industry and com-
merce have or are earning protection

Chart 3.—Income paymenis to individuals, January 1929-June 19451
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Socsal Security

Chart 4d—Payments under selected social insurance and relaied programs, ]amm-ry
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under the Federal system of old-age
and survivors insurance, In an aver-
age week In 1944, almost 301% milllon
of the 51.8 million employed persons
were in jobs covered by old-age and
survivors insurance. Another 4 mil-
-llon persons were rajlroad workers
and Federal employees who were cov-
ered by speclal Federal retirement
systems, and about half of the 3 mijl-
lion persons working for State and
local governments were also members
of special retirement systems. In
general, however, these varlous spe-
clal retirement programs give little or
no insurance protection to survivors
in the event of the worker's death.
Nor was Insurance protection un-
der the Soclal Security Act or, other
public programs avallable for the
millions of agricultural and domestic
workers, farmers, and other self-em-
ployed persons who were eXcluded
from insurance coverage because of
anticipated administrative difficulties
In the early years of the program.

Except for those in small firms,
most workers in industry and com-
merce were also covered by State un-
employment compensation or railroad
unemployment insurance systems.
For veterans of the present war, re-
adjustment allowances financed by
the Federal Government were avadl-
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able to tide them over while they were
finding suitable jobs.

Members of the armed forces and
their families and veterans of this
and earlier wars had various forms of

public protection against death and,

disability, The Government’s share
of allowances to servicemen’s depend-
ents constituted an important source

" of income in 1944 and 1945, approach-

ing by June 1945 the total expendi-
ture under all social insurance and
related programs and public aid,
combined.

A large proportion of the workers
in Industry and commerce and in
Federal employment, and some em-
ployees of State and local govern-
ments, were covered by workmen's
compensation laws. Yet the work-
connected injuries and illness com-
pensated by such payments represent
only & small fraction of all dis-
abling illnesses and Injuries. Rail-
road workers and TFederal employ-
ees—and members of some of the
State and local governmental retire-
ment systems—had provisions for re-
tirement in .case of total disability,
and Pederal pensions and compensa-
tion were available for disabled war
veterans and their survivors. Aside
from these special groups, however,
no general comprehensive social in-
surance provisions were in effect to

meet the risks of illness and disability.

For workers not covered by social
insurance and for others for whom
social insurance provisions were not
adequate for one reason or another,
public assistance was the main source
of support when individual savings
and help from relatives were inade-
quate to meet subsistence needs.
With the termination by the middle
of 1943 of Federal work pragrams and
other Federal emergency programs
initiated in the depression years,
public aid comprised assistance to the
needy aged, needy blind, and depend-
ent children—nearly all of which
was administered under the Social
Security Act—and general assistance,
administered and financed wholly by
States and localities, These provi-
sions “varied greatly, however, from
State to State and from locality to
locality in the amount of assistance
received and, for general assistance,
in the extent to which aid was actu-
ally avallable to needy persons,

Unemployment

In August 1635, unemployment was
undoubtedly the most serious major
threat to family security. The Fed-
eral work programs to cope with that
problem were just getting under way
(chart 5). Expenditures under all
forms of public aid amounted to
nearly $270 million in March 1936 and
reached $304 million in December
1938. By far the largest part of this
amount represented ald to families
whose potential wage earners could
not get work.

In contrast to the situation 10 years
ago, millions of workers have an in-
surance protection based directly on
their covered employment and earn-
ings and theirs as a right, During
1944 some 44 million persons worked
at some time In jobs in which they
earned wage credits toward unem-
ployment benefits. ©Of these, sbout
36 million had sufficient credits to be
eligible for benefits if they lose their
Jobs,

In an average week in 1944, State
unemployment compensation systems
paid beneflts to some 79,000 unem-
prloyed workers, less than one-tenth
the number for 1940, when the weekly
average was 882,000, Adding the
number of railroad workers receiving
benefits under railroad unemploy-
ment insurance and of ex-servicemen
drawing readjustment allowances
under the G. I. Bill of Rights, the
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weekly average of persons drawing
unemployment benefits in the spring
of 1945 was about 125,000.

Of the persons who flled valld
claims for heneflts under State laws in
1944, more than 4 out of every 10 did
not draw benefits, mainly because
they found cther jobs almost imme-
diately. Only 2 in 10 of those who
did receive payments drew all the
beneflits for which they were eligible.
In 1940, more than half of the work-
ers who drew unemployment beneflts
were unemployed at least long enough
to exhaust all their benefit rights.

Old Age

Of seme 9.9 milllon men and
women aged 65 or over in December
1944, somewhat more than 2% mil-
lion were employed. About 800,000
of the latter were men who had aged
wives not themselves in the labor
force. Current earnings therefore
may have represented an important
source of support of about a third of
the aged population. Of the remain-
ing 6 million, nearly half were receiv-
ing some income from insurance or
assistance under the Social Security
Act or retirement beneflis under the
Railroad Retirement Act. SBome 450,-
000 cld people had beneflts under the
special retirement system for employ-
ees of Federal, State, and local gov-
ernments, and under veterans’ pro-
* grams. Others depended wholly on
savings or other income of their own,
contributions from thelr family and
friends, or private eharity, or they
were in Institutions.

About 2.1 million needy old people
were recelving assistance under the
Bocial Security Act. This number was
about the same as in December 1940,
though the age group eligible for this
type of assistance had increased by
about three-guarters of a million per-
sons in the 4 years. The average age
of these reciplents was about 75 years,
and many were incapacitated by other
disabilities as well as by age.

The war had brought employment
opportunities to some old people, and
others beneflted from increased earn-
ings of other members of the family.
A substantial number, too, have been
helped by allowances or other pay-
ments to dependents of servicemen.
And with each year an Increasing
number of aged persons is becoming
eligible for old-age and survivors in-
-surance. As a result of these and

Chart 5.—Payments fo recipients of public assistance and earnings of persons em-
ployed under Federal work programs in the continental United States, January

1933~June 1945

WILLIONS OF DOLLARS
1%

300

250

SPECIAL
FROGRAMS
OF THE

200 e

SPECIAL TYPER OF PUBLIC AFHSTANCE

AN
Vi
WORKS . b
PROGRAM 7 Rl
2 kg K5
150 7
4
ZEUTHER FEDERALYSN /270
PROJECTS o
100 |—— :
o v
Z
F3a
cce SUBSISTENGE
PAYMENTS
1]
CENERAL ASSISTANGE
933 B 1935 1936 337 1928

other factors, the total number of
aged persons who applied for old-age
assistance in 1944 was less than half
that in 1940 and fewer than in any of
the intervening years.

It 15 possible that by the beginning
of 1845 these factors had had their
maximum effect in ensabling recipi-
ents to leave the rolls and other aged
persons to refrain from applying for
assistance. For the aged who are
unable to work reguiarly in covered
employment and for those whose

working lives are spent wholly or -

mostly in noncovered occupations,
public assistance will be the major
source of support when individual
savings and help from relatives and
friends are inadequate for even their
modest needs.

Old-age and survlvors insurance
has come to play an increasingly sig-
nificant role in providing a baslc re-
tirement income to a portion of the
aged population in the § years since
monthly beneflts became payable,
By June 1945, some 760,000 old people
were on the rolls to receive either re-
tirement or survivor benefits, includ-
ing retired wage earners entitled to
primary beneflts on the basis of their
own previous earnings, their aged

- wives, and widows or dependent par-

ents of deceased Insured wage
earners.

But for the war the number of aged

.beneficiaries would undoubtedly have
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been much greater. Almost 750,000
fully insured aged workers who might
have qualified for benefits had never
applied, presumably because they
were still continuing to work in cov-
ered employment. In June 1845 an
additional 110,000 persons who had
qualified for beneflts had their
monthly payments suspended because
they or the person on whose wage
record their benefits were based had
Jobs in covered employment. Many
of the workers not recelving benefits
were men whose aged wives might also
have gualified. '
Disability

Ezxcept as families were enabled to
put by more savings, the employment
opportunities of 1944 offered no real
solution to the threat of disability,
perhaps the most serious threat to
family security because it strikes er-
ratically and often without warning,
may occur when family responsibili-
ties are heaviest, and brings not only
loss of earnings but also expenses of
medical and hospital care. Probably
T or 7% million persons were disabled
on an average day in 1944; for some-
what less than half of them the dis-
ability had lasted 6 months or longer.
Bome of these millions were old people
who were receiving retirement benefits
or public assistance, but perhaps half
were in the working ages and presum-
ably would have been in the labor
force if they had not been disabled. .

L}
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Except for persons with occupa-
tional illnesses and disabilities and for
. war-disabied veterans, there was no
significant public provision to offset
wage loss among these millions of per-
sons and their dependents. Protec-
tion against wage loss due to work-
connected disabillties is available un-
der State workimen’s compensation
laws to most workers in industry and
commerce; but disabilities of occupa-
tional origin, including the relatively
numerots work injuries to agricul-
tural workers, not covered by unem-
ployment compensation Iaws, consti-
tute less than 10 percent of all dis-
abilities. :

At the end of 1944, slightly more
than 40,000 former government work-
ers were receiving monthly disability
benefits, almost all for long-continued
disabilities. About the same number
of former railroad workers were re-
celving monthly disability benefits;
such payments, however, are available
only to workers who have reached age
60 .or have had 30 years of railroad
employment, and the-payments are
therefore more in the nature of retire-
ment than disability benefits.

About 4,500 indjviduals were receiv~
Ing weekly sickness heneflts at the end
of 1944 under the sickness compensa-
tion program in Rhode Island, the
only State including wage loss from
sickness in its unemployment compen-~
sation program. -

Some 900,000 veterans of the pres-
ent and earlier wars were receiving
disability benefits, For about 3 out of
every 10 cases the disability was rated
as at least 60 percent of total; the
others had partial disabilities of a
kind that would have excluded them
from the count of 7 or 7% million
mentloned above.

Provision against the risk of dis-
ability is provided under the Social
Security Act only on a needs basis
through the public assistance pro-
grams. Payments under the act for
aid to the blind were being made at
the end of 1944 to about 56,000 needy
blind persons. More than 50,000 of
the families receiving aid to depend-
ent children, it is estimated, were in
need as a result of the incapacity of
the father. And sickness or disabllity
was the most important single reason
for granting genersl assistance to
families in Iarge cities reporting regu-
larly to the Board on their general as-
sistance programs.

Death of the Family Earner

The original Social Security Act
provided insurance programs to meet
the risks of unemployment and old
age, but the only insurance provision
for survivors of deceased wage earn-
ers was a lump-sum paymment on the
worker's death. The 1939 amend-
ments shifted the emphasis of that
program to protection of the family
and inaugurated monthly henefits to
survivors of insured workers.

Of all children under 18 in the
population at the end of 1944, hetween
212 and 3 million were fatherless.
About 200,000 of the latter were work-
ing—a much Ilarger number than
would be found in a normal year and
than is soclally desirable, since such
work interrupted or cut short their
schooling in many instances. About
one-fifth of the others were regeiving
survivor benefits under old-age and
survivors insurance or aid to depend-
ent children, Some 70,000 were re-
ceiving benefits as survivors of vet-
erans, and an equal number were be-
ing cared for away from home in
foster homes or institutions. Almost
half of the 3.2 million widows under
age 65 were employed, and about one-
tenth were beneflting from payments
under the Social Security Act or other
Insurance and related programs. If
the widow of an insured worker has
no children in her care, she is eligible
only if she is at least 65 years of age.
Probably about two-thirds of all wid-
ows under age 65 have no children
under age 18 in their care.

Some 40 million workers are insured
under old-age and survivors insur-
ance so that, if they should die, bene-
fits would be payable to their eligible
survivors. By the middle of 1945, al-

-most 380,000 children and 145,000 wid-

ow§ with children in their care and
80,000 aged widows were entitled to
monthly insurance payments. Both
the number of survivor benefits and
their relative importance are increas-
ing with each year, as more wage
earners acqulre insured status. Many
aged widows not eligible for insurance
benefits were recelvlng old-age assist-
ance. Of the children receiving aid
to dependent children, probably about
one-third—some 230,000 children in
about 100,000 families~—were receiving
assistance because of the death of the
father,

Medical Costs
Pew families go through a year

without some need for medical serv-
ices. Some pay little or nothing for
such services, while the costs for oth-
ers run into hundreds or even thou-
sands of dollars. And no family can
be sure how much medical care they
are going to need or what it will cost.
In general, however, the need is
greatest among low-income families.
These receive substantially less care
than those in higher income groups,
and at the same time they spend a
greater proportion of their income for
the care they do receive.

The amount of medical care avail-
able to the civilian population in 1944
was limited by the needs of the
armed forces for doctors, nurses, den-
tists, and other medical technicians.
There were also critical shortages of
medical facilities and personnel in
war-industry centers, as well as in
other areas, predominately rural,
which had had inadequate services
even before the war. The high level
of employment and wages, on the
other hand, gave many families more
money than they previously had had
to purchase medical care.

Perhaps $4 billion was paid in 1944
by individual families to doctors, den-
tists, hospitals, or laboratories, or for
medical supplies, elther directly or
through voluntary prepayment plans.
Payments of about $140 million were
made under workmen’s compensation
programs for medical and hospital’
care for workers disabled in the course
of their employment. Federa), State,
and local governmental expenditures
amounted to some $806 million during
fiscal years ended in 1944. This
amount included public health serv-
ices, hospital care and construction,
maternal and child health services
and services for crippled children, as
well as emergency wartime health and
medical services.

It did not include medical care for
the armed forces or amounts spent
by public welfare agencies for medical

_services for needy and low-income

groups, Expenditures for medical
services for veterans, amounting to
$98 million in 1944, and for several
of the emergency wartime health pro-

" grams were considerably higher than

in the preceding year.

Al] In all, the American people paid
more than %5 billlon for civilian
health and medical services in 1944,
of which about one-fifth was financed
from taxes. Of the $4 billion spent by
individuals, about one-twentieth wasg
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pald through voluntary prepayment
insurance plans, Such plans afford
varying degrees of protection to those
whom they cover. Their main short-
comings are that they reach only a
part of the population, failing to
reach those who have the greatest
need of medical care insurance, ahd
that their protection commeonly is
limited to costs of hospitalization or
to hospital and surgical expenses,

A Foundation for the Future

Today, after 10 years of operation
under the Social Security Act, when
the,Nation's economic and productive
capacity is at a high level, two facts
stand out clearly—the basic impor-
tance of employment as a source of
economic security for Individuals and
families, and the magnitude of the
continuing risks to such security.

Since only about three-fifths of the
jobs in the Natlon are covered by the
kasic PFederal social insurance sys-
‘tem, and a slightly smaller propor-
tion by unemployment Insurance,
there are many workers who have no
employment or only a part of their
employment in covered industry and
have therefore no protection or in-

adequate protection under these pro-
grams for themselves and their
families.

For nearly the whole population, sc-
cial insurance against wage loss in
nenoccupational sickness or injury is
lacking, and most in the population
lack any comprehensive insurance
protection-—public or voluntary—
against costs of medical care. The
great general advance in State public
assistance programs in the past dec-
ade, moreover, still leaves many areas
without adequate provision for the
needy aged, needy blind, and depend-
ent children, All are without Fed-
eral participation in general assist-
ance to assure that needy persons who
do not qualify for the special types of
assistance have some recourse to pub-
lic aid when they lack the minimum
essentials for subsistence.

In both Insurance and assistance,
however, the programs established un-
der the Social Security Act have re-
sulted in actual or potential protec-
tlon to milllons of families in the
United States and have laid a founda-
tion In public understanding and ad-
ministrative experience on .which to
build for the future.

0ld-A gé and Survivors Insurance

IN TERMs oF THE time it will require
for old-age and survivors insurance
to reach full maturity, it is still in
its childhood. The number of bene-
ficiaries today is only a fraction of
the number who will be receiving
benefits 10 or 15 years hence. Accept-
ance by employers and workers of
the ides of social insurance protec-
tion for old people and survivors,
however, has been little short of
rhenomenal.

This general acceptance Is the
more remarkable because of wide~
spread opposition to the idea of social
insurance—even on the part of or-
ganized labor until 1932—hefore the
passage of the Social Security Act.
In preceding decades, moreover, there
had been relatively little public de-
mand for old-age and survivors in-
surance, though much general inter-
est in unemployment insurance.

What was probably the first public
study‘ of old-mge dependency in this
country, that of the Massachusetts
Commission on Old Age Pensions,
Annulties, and Insurance, 1908-09,

recommended against government
protection for old people through
either insurance or public assistance.
The prevalling reason given by the
commission was that lightening the
obligation of children to provide for
their parents would tend to destroy
the ties between parent and child
and promote the disintegration of
the family. By the time the Social
Security Act. was passed, six more
States had authorized studies of pen-
sions and insurahce, but only in
Pennsylvania had a commission rec-
ommended the adoption of contribu-
tory insurance as a long-range
measure,

Before 1935, most of the pressure
had been for State old-age “pensions™
or assistance, on a needs basis, and
for the Tpwnsend Plan—flat pay-
ments to all old people. The former
had resulted in enactment of old-age
assistance laws hy meore than half
the States; the latter, in an organized
movement of old pecple which put
great pressure on Congress,
as 1931, however, President Roosevelt,

As early

then Governor of New York State,
urged establishment of contributory
old-age insurance in that State, and
in 1934, in & message to Congress, he
urged it for the Nation.

Insurance to provide cld-age income
was nothing new. Many counfries In
Europe and South America had had
long experience in administering gov-
ernment plans for either industry in
general or special industries. After
several countries had experimented
with voluntary plans and had ac-
quired some experience with special
industry plans, notably for seamen
and coal miners, Germany enacted a
comprehensive old-age and invalidity
insurance plan for most workers in
the country in 1889. By 1939, at least
30 countries had compulsory old-age
insurance systems for some or all
workers.

Nor was systematic provision for
workers entirely unknown in this
country. In 1835, about 3 million
workers were covered by private re-
tirement plans, and an additional 1.3
million public employees, by Federsal,
State, and local government retire-
ment systems. These retirement

. plans had demonstrated the value of

systematic protection for workers.
Moreover, a Federal law providing old-
age and disability benefits for railroad
workers on a contributory hasis had
been enacted in 1934 and, although it
was declared unconstitutional, had
been superseded by another measure
in 1935,

Social insurance for survivers of
workers was not included in the rec-
ommendations which the Committee
on Economic Security laid before Con-
gress at the time the Secial Security
Act wag being formulated. About the
only advocacy of such a measure on
record is that of a committee of the
White House Conference on Child
Welfare In 1930). In other countries
alsg, such legislation followed that for
old-age insurance. Except for a few
plans for special industries, no com-
prehensive legislation was passed until
1911, when Germany again ploneered
in adding such protection to its soclal
insurance code.

By 1935, 168 countrles had estab-
lished survivors’ insurance. In the
United States, ‘“mother’s pension”
plans had become popilar; 48 States
had passed laws to provide assistance
for needy mothers and children. The
majority of the plans were optional



