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Social Security Recommendations

_ In its final report as a three-member, policy-making body,'
the Social Security Board reaffirms its conviction, developed
over eleven years of operation of the .programs and of study
and analyses for which the Board was responsible under the
Social Security Act, that it is both necessary and feasible to
strengthen the existing social security system and to link it
more closely with other measures to promote the well-being

of families and of the Nation?

SOCIAL SECURITY PROGRAMS in the fiscal
year 1945-46 provided means of fore-
stalling or alleviating distress that
had not been available after any pre-
vious war in the Nation’s history. Yet
provisions for family security in this
year of transition o peace gave vary-
ing protection against wage loss. The
inadequacy of the protection reflected
in part the absence of provision
against certain hazards and in part
the restricted coverage and immatur-
ity of programs established too re-
cently to reach more than a minor
- segment of the population for whom
the risk had already occurred.

In peace as in war, high levels of
employment and earnings do not of
themselves give complete security to
families. Disability, old age, death of
the family earner, and the “frictional”
unemployment that reflects change
and development in a dynamic econ-

omy are hazards against which pro- -

vision must be made at all times.

Future progress in improving health

and preventing needless suffering and
premature death will depend largely
on the ability of all the population to
obtain adequate individualized serv-
ices for attaining maximum physical
and mental efficiency and for the
diagnosis and care of sickness.

10n July 16, 1946, the functions of the
Social Security Board and its Chalrman
were transferred to the Federal Security
Administrator, under the President's Re-
organization Plan No. 2, and on the same
date the Social Security Administration
was set up as a branch of the Federal Se-

curity Agency. The Board’s report, from

which this summary of recommenda-
tions 1s taken, constitutes Section 6 of the
Annual Report of the Federal Security
Agency, 1946.

"z After the close of the fiscal year, with
which the report is concerned, Congress
enacted the Social Security Act Amend-
ments of 1946, some provisions of which
had a bearing on the recommendations.
For a summary of the amendments en-
acted, see the Social Security Bulletin,
September 1946, pp. 2-8.

- or assistance.

A Comprebensive Program of
Social Security

Social security not only protects
the individual against certain pre-
dictable risks but also, through bene-
fiting large groups and contributing
to the morale of large numbers, helps
to assure the security and develop-
ment of the Nation as a whole. The
war years showed dramatically that
the overwhelming majority of Ameri-
cans prefer jobs to insurance benefits
At the same time, in-
dustry and the economy in general
benefit from the greater sense of con-
fidence that exists when workers
know that they will have some means
of livelihood if age or other circum-

stance beyond their control cuts off

their ability to earn. Assurance of a
basic minimum protection in ad-
versity stimulates rather than de-
stroys the interest of individuals in
making what additional provision

they can for themselves; any savings

they can put by and any additional
insurance they can purchase individ-
ually become more worth while.

The Board believes that compre-
hensive and adequate provision for
contributory social insurance is es-
sential to national and individual
security in the circumstances of mod-
ern life. Social insurance can make
it possible for the great majority of
all families to maintain their eco-
nomic independence when they meet
with common risks over which they
have little or no individual control.

At the same time, there is and will
continue to be need for comprehen-
sive and adequate provision for pub-
lic assistance. Even with complete
coverage of risks and of population,
some families will fail to qualify for
insurance benefits and will require
public assistance. There will always
be some individuals and families who
will meet with catastrophes in which
their requirements exceed the benefits
for which they qualify and who may
need supplementary assistance.

To obtain the objectives of a social
security program, social insurance
and public assistance must provide
against all common. hazards to liveli-
hood among all groups of the popu-
lation, Our present provision for
social security is seriously deficient in
both these respects. Moreover, exist-
ing arrangements to safeguard or
enhance the economic security of
families have grown up-at different
‘times and places and for various sep-
arate groups. As a result, the char-
acter and extent of present protec-
tion, when it exists, differ greatly for
persons in essentially similar circum-
stances. Our social and Dpolitical
traditions as a democracy and' the

Social insurance beneficiaries and public assistance recipients under the Social

Security Act,
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Social Security

- A Comprehensive Program of Social Security

The Social Security Board recommends the establishment of:

A comprehensive basic national system of contributory social insur-
ance, covering all major risks to economic independence and all workers
and their dependents threatened by such risks. The program would
include insurance against wage loss in periods of disability and against
costs of medical care, for which no general provision now exists in the
United States, as well as old-age and survivors insurance and unem-

_ployment insurance, with benefits related to past earnings and with .

provision for additional benefits for dependents. It would be designed
to close existing gaps in the coverage of both persons and risks, to
remove present inequities in the protection of workers and the finan-
cial burdens of employers, and to provide a consistent relationship
among insurance provisions for the various risks and between provi-
sions of the basic system anhd of supplementary special systems for par-
ticular groups. As compared with separate programs to meet particular
risks, such a system would reduce administrative cost and reporting
burdens and simplify arrangements as they affect workers, employers,
and public agencies.

A comprehensive program of public assistance, on a Federal-State
basis, under which payments and services financed from Federal and
State funds would be available to any needy person in the United States,
irrespective of the reason for need or the place of residence. The Federal
financial contribution to such a program should be designed to remove
the great disparities now existing in the treatment of various classes
of needy persons and to reduce the disparities in the treatment of per-
sons who are in like circumstances but live in different parts of the
country. It should also be desighed to remove serious present inequi-
ties in the relative burdens borne by States and localities in financing

public assistance.

continuing progress of our free com-
petitive economy require a broader,
sounder, and more equitable basis for
ensuring individual and national
well-being.

Additional Insurance Provisions

Disability insurance.—In the United
- States the wage loss from disabilities
lasting 6 months plus the first 6
months’ loss in extended disabilities
amount in ordinary years to some
$3-4 billion. FPor the families af-
fected, the consequences in lowered
living standards—and in many in-
stances sheer deprivation—are likely
to be felt over a long period.

Most of the wage loss due to dis-
ability is uncompensated. Social in-
surance benefits are available to rela-
tively few of the daily average of 2
million or more disabled wage earners
who, but for their incapacity, would
be working or looking for work. In-
dustrial and commercial workers are
covered by workmen’s compensation,
but conditions of work-connected
origin apparently account for less

than 10 percent of the wage loss from
disability. Only 2 States have pro-
grams for paying disability benefits
to workers covered by their unem-
ployment insurance laws, and those
benefits are of temporary duration.
Excepting payments to disabled vet-
erans, the only public provisions for
compensating permanent disability of
non-work-connected origin are the
somewhat restricted programs for
railroad and government employees.
Commercial insurance is of course
available, but most insurance com-
panies have stopped issuing extended
disability policies, and few workers
can afford the relatively high cost of
temporary disability policies.

One effect of the lack of a general
disability insurance program has been
a relatively large representation of
the disabled on the public assistance
rolls. In June 1946, recipients of aid
to the blind numbered 74,000. The
families of some 65,000~70,000 inca-
pacitated men were receiving aid to
dependent children, and the 278,000
cases receiving general assistance in-

cluded many adults whose working
capacity was seriously impaired by
disability. ’

Medical care insurance.~Equally as
serious and important as the wage 1
loss from disability is the problem of
paying for adequate medical care, a
problem which concerns not only wage
earners but the population as a whole.
In the aggregate, the financial burden
of illness is not excessive. The Na-
tion’s bill for health services of all
kinds amounts to about 4 or 5 percent
of the national income. The problem
lies in the uneven incidence of this
burden. In a given year most.fam-
ilies have only nominal expenditures
for medical care; others are over-
whelmed. Except on a prepayment
basis it is, for all practical purposes,

impossible for an individual or family

to budget for medical care. These
two characteristics of medical care
cost—their unpredictability for the
individual family and their manage-
able proportions when averaged—pro-
vide the basis for the Board’s recom-
mendations that medical costs be put
on a prepayment basis.

Prepayment of such costs is not a
new principle. All States but one re-
quire employers to carry the cost of
workmen’s compensation. Voluntary
medical care plans also use the pre-
payment principle but are limited by
inadequacy of coverage, restrictions
on services and on membership, in-
ability to adjust contributions to in-
come, and relatively high costs.

Additional Insurance
Provisions

The Social Security Board
recommends:

Provision under Federal law
for cash benefits to insured
workers and their dependents
during both temporary dis-
ability (less than 6 months)
and extended disability (6
months and over).

Insurance against costs of
medical care, including pay-
ments to physicians, dentists,
nurses, hospitals, and labora-
tories, with provision for de-
centralization of administra-
tion and utilization of State
administration.
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Old-Age and Survivors Insurance

The Social Security Board recommends:

Coverage of all gainful workers, including agricultural and domestic
employees, public employees and employees of nonprofit organizations,
railroad employees, and self-employed persons, including farmers and
-small businessmen.

.Legislation to prevent servicemen from losing the protection of the
old-age and survivors insurance system because of service in the armed
forces.

Reduction of the qualifying age for all women beneficiaries from 65
to 60 years.

Changes in the average monthly wage and benefit formula to increase
benefit amounts, particularly for low-paid workers.

Increase from $3,000 to $3,600 a year in the maximum amount of
earnings which are subject to contribution and counted in computation
of benefits.

Increase in the amount of earnlngs a beneﬁciary may receive in
covered employment without suspension of benefits.

Greater unformity in defining, for purposes of the insurance system,'

family relations and conditions of dependency that qualify members
of a worker’s family for benefits.

Benefits during periods of extended or permanent disability, like those
for old-age retirement.

Provision for ensuring uniformity in coverage dec1smns relating to
liability for contributions and eligibility for benefits, which are based
on identical language in the Social Security Act and Internal Revenue
Code but are made by two separate Federal agencies—the Bureau of
Internal Revenue and the Board.

Adoption of a long-range plan for ﬂnancmg old-age and survivors
insurance which looks toward an eventual tripartite division of costs

among employers, employees, and the Government.

Federal, State, and local govern-
ments have assumed some respon-
sibility for the care of certain groups
of the population. In the fiscal year
1944-45, expenditures to carry out
governmental health and medical
functions amounted to more than $1
billion, excluding care of members of
the armed forces but including care
of veterans and public health services.

Tax funds, in other words, provided

about one dollar in five of the Na-
tion’s total health bill.

There is general agreement on the
desirability of a larger governmental
contribution to the cost of keeping
the Nation
major difference is as to the most ap-
propriate way of making it. Free
care on s means-test basis, the Board
believes, is not the solution. The
great majority of normally self-sup-
porting persons can and would prefer
to pay for their medical care through
some system of prepayment that dis-
tributes costs over groups of people
and periods of time, rather than seek

in good health. The

free care after they have been reduced
to dependency.

The simplest, most economical, and -

most effective basis for medical care
insurance is through Federal legisla-
tion to establish a comprehensive pro-
gram under governmental auspices,
financed out of periodic contributions
by employers and employees. Such a
program is not “socialized medicine”
but a method of insurance payment.
The law might authorize use of State
and local official—and even private—
agencies in administering the pro-
gram and furnishing services to in-
sured persons. In any event, subject
to national standards, administration
of benefits should be decentralized
under arrangements worked out lo-
cally with doctors, hospitals, and
others concerned, with the collabora-
tion of professional organizations.
Policies and operations in each area
of administration——Federal, State,
and Iocal-—should be guided by ad-
visory bodies representing the con-
tributors to the system and the

groups that furnish services. - The
system need not, and should not, sup-
plant existing voluntary group ar-
rangements for persons who may
wish to use the services such group
plans offer.

Old-Age and Survivors Insurance

Extension of coverage to all work-
ers and coordination of the basic
Federal system with special systems
for railroad, government, and other
employees are essential for adequate
protection of aged workers and their
dependents and of the survivors of in-
sured wage earners.

At the beginning of 1946, nearly
half of all civilian jobs were excluded
from coverage, and two in five of all
persons with wage credits from cov-
ered employment were neither fully
nor currently insured. The mobility
characteristic of the American labor
force means that workers who shift
between covered and noncovered em-
ployment lose or fail to gain protec-
tion for themselves and their survi-
vors, though they have contributed to
the system. Many more who acquire
and retain insured status will have
benefits based on lower average wages
than they actually received, because
their wages from noncovered employ-
ment cannot be counted.

A decade’s experience in operating
the program has shown several feas-
ible methods of solving the adminis-
trative problems which caused the ini-
tial exclusion of such groups as agri-
cultural and domestic employees and
the self-employed. Other groups
which opposed inclusion under the So-
cial Security Act initially for various
reasons are coming to realize the value
of the continuity of the survivorship
protection which the basic system
would offer and of the survivorship
protection which many of the special
retirement systems lack. Without
jeopardizing any existing rights, re-
tirement benefits can be provided un-
der the basic system to members of
excluded groups, many of whom are
not members of Special retirement
systems, and the special systems can
be adjusted so as to provide benefits
supplementary to those of the basic
Federal system.

Another area in which improvement
is necessary concerns eligibility for
benefits and benefit amounts. The
general level of benefits should be
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raised, particularly in view of higher
living costs. If coverage is extended,
modifications should be made so that
newly covered workers will not suf-
fer either undue delay in establishing
rights to benefits or reduction in the
amount of benefits for which they
may qualify. The conditions of bene-
fit payments should be amended, also,
to eliminate anomalous and inequita-
ble situations and to simplify admin-
istration.

Unemployment Insurance

In 1945-46, unemployment compen-
sation was an invaluhble resource to
millions of families and to the Na-
tion as a whole in the emergency of
economic and military demobiliza-
tion. High wartime earnings and the
improved benefit provisions of State
laws gave many workers substantial
rights to benefits, yet most of those
who were laid off found other jobs
within a short time and did not even
file’ a claim for benefits. For those
who received benefits because suitable
work was not available, unemploy-
ment insurance provided some in-
come during their search for work.
Not all workers got jobs immediately,
however. More than & million work-
ers exhausted their benefits. Limita-
tions in benefit provisions restricted
the usefulness of the system and will
continue to restrict it. Much can
and should be done to strengthen the
program for the long run, both by
extending coverage and increasing
the adequacy of protection.’

In view of accumulated reserves,
which are much greater than needed
for a current-risk program, the Board
recommends a revision in method of
financing. Abolition of the credit-
offset features of the present tax and
substitution of a straight Federal tax
of 1 percent, from the proceeds of
which matching Federal grants could
be made to States to pay benefits and
administrative costs, would solve
many basic administrative problems
and simplify present financing. The
wide variations in employer contribu-
tion rates would be lessened, and
States would have far greater flexi-
bility in financing henefit costs.

If the credit offset is retained, how-
ever, the Board recommends that the
Federal unémployment tax be re-
duced to 2.0 percent and that employ-
ers be permitted to offset as much as

employments.

them to the maximum.

long a period.

Unemployfnen; Insurance

‘The Social Security Board recommends:
Extension of the Federal Unemployment Tax Act to all employers
" of one or more workers in covered industries and to many excepted

Provision, under Federal law, of unemployment benefits for seamen
and for employees of the Federal Government on a uniform basis irre-
spective of the State in which they have worked.

If a Federal-State system of unemployment insurance is continued

Abholition of the credit-offset features of the present tax and sub-
stitution of a straight Federal tax of 1 percent of covered pay rolls, from
the proceeds of which matching Federal grants to the States would be
made for both benefits and administration.

Provision for minimum benefit standards as a condition of tax-offset
credit (including additional credits).

Extension of unemployment insurance coverage to all employees
in industries covered by the Federal tax.

Provision of a mazimum weekly benefit amount of at least $25 for
the worker with dependents, for workers whose past earnings entitle

Provision of as much as 26 weeks’ duration of benefits for all
workers eligible for benefits whose unemployment .extends over so

Provision that disqualifications for voluntary leaving without good
cause, discharge for misconduct, or refusal of suitable work should
entail only postponement of benefits for not more than 4 weeks rather-
than cancellation of benefit rights or reduction of benefits.

Definition of good cause for voluntary leaving or for refusing suit-
able work to include good personal reasons, not merely causes at-
tributable to the job or the employer.

If the credit-offset feature of the present tax is retained, reduction
of the tax to 2 percent and change in the additional-credit provisions
so that employers may obtain rate reductions either through experience
rating, State-wide reduction, or some other method.

If minimum benefit standards are adopted, permanent provisxon
through a reinsurance fund—rather than loans, as now temporarily
provided—for States whose unemployment funds are low.

Among such standards would be:

1.8 percent for contributions made or
excused under State laws. If, in turn,
the States adjust their standard con-
tribution rate to that figure, about
half a million employers would bene-
fit from the lower rates. They would
be chiefly small businessmen newly
starting in business, many of them
veterans.

As a condition of the tax offset,
minimum benefit standards should
be adopted to assure general ade-
quacy of benefits and equity to work-
ers. If such standards are adopted,
the Board recommends a permanent
reinsurance fund, replacing the pres-
ent temporary provision for Federal
loans to States whose unemployment
funds run low.

On the other hand, it may be seri-
ously questioned whether the Federal

tax—and by inference State taxes—
should be further reduced while risks
of temporary disability remain un-
protected by most States. If States

‘could use their accumulated funds

for benefits to workers unemployed
through illness as well as through
lack of work, establishment of State
programs for temporary disability in-
surance would be furthered substan-
tially.

“Adoption of such measures and ex-
tension of coverage to small firms and
to most of the groups now excluded
would greatly strengthen the system.
The Board continues to believe, how-
ever, that it would be simpler, cheap-
er, and safer to cope with the national
problem of wage loss from unemploy-
ment through a national social in-
surance program.
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Public Assistance

To provide the basis for a flexible
and comprehensive public welfare
program, the Board recommends
strengthening- and 'broadening the
present assistance provisions of the
Social Security Act, authorizing Fed-
eral participation in welfare services,
and extending aid to needy persons
not now eligible for assistance with
Federal help.

Interrelated measures that would
strengthen the financing of assistance
include special Federal aid to low-in-
come States, the requirement that a
State apportion Federal and State
funds to localities in relation to their
need for funds, and removal of or in-
crease in the maximums on individual
payments subject to Federal match-
ing. The low Federal matching max-
imums in aid to dependent children,
which are far lower than those for
old-age assistance and aid to the blind,
constitute a particularly serious prob-
lem. i

The Board recommends extension of
the assistance programs to permit
Federal financial participation in the
cost of medical services made avail-
able to needy persons, as well as in
cash assistance. Until a system of
insurance to meet the costs of medical
care for workers and members of their
families is established, in which public
assistance recipients could be included
through payment of contributions on
their behalf, the lack of provisions for
medical assistance will remain a seri-
ous gap in the assistance program.

The Board further recommends
that the Federal Government share in
the cost of all welfare services pro-
vided by the staff of a public welfare
agency and included in a State plan,
including foster-care service for chil-
dren.

Extension of the Social Security Act

to provide grants-in-aid for general
assistance is also urgent. In some

places general assistance is now
wholly lacking, and in many others is
sharply limited by inadequacy of local
funds or by legal or administrative
restrictions on eligibility. There  is
no justification for limiting Federal
grants to prograims for the needy aged
and blind and dependent children and
excluding other needy persons, most
of whom are in need because they
are sick or have physical or mental
handicaps. '

Public Assistance

The Social Security Board recommends:

Special Federal aid to low-income States for assistance, administra-
tion, and welfare services to enable States with relatively low economic
resources to develop adequate public welfare programs.

State distribution of available Federal and State funds to localities
in accordance with their needs.

Deletion of the Federal matching maximums for individual payments
of aid to dependent children, and deletion or increase of such maximums
for old-age assistance and aid to the blind.

Federal grants-in-aid to States for general assistance to any needy
person, irrespective of the cause of his need, as well as for old-age
assistance, aid to the blind, and aid to dependent children.

Extension of aid to dependent children to permit Federal participation
In assistance to a parent or other person assuming -responsibility for
any child who is living in a family home and is needy for any reason
whatsoever. 'Substantially the same objective could be achieved through
the Board’s recommendation on Federal financial participation in gen-
eral assistance. One or both changes, however, are urgently needed to
assure more nearly adequate provision for needy children. In addition,
Federal financial participation should be available, under appropriate
auspices, in the cost of foster-family care for chlldren who have no
parent able to care for them. 0

‘Abolition of State residence and citizenship requirements as a con-
dition of eligibility for assistance under State plans approved under the
Social Security Act.

Elimination, as a condition of Federal grants of State requirements
for transferring title or control of property by an applicant or recipient
to the State or locality. This action would not preclude any agency
from claiming from the estate of a deceased recipient recovery of assist-
ance formerly paid.

Extension of Federal grants-in-aid for all assistance programs to
Puerto Rico and the Virgin Islands. .

Federal financial participation in the costs of medical services made
available to needy persons under State public assistance programs and
in" assistance payments to needy sick persons who reside in public or |
private medical institutions other than mental hospitals and tuber-
culosis sanatoria.

Federal financial participation in all types of welfare services admin-
istered by the staff of the public welfare agency to help families and
individuals become self-supporting, make fuller use of community
resources, or solve individual problems in family or community adjust-
ments. Such services should-be available, when requested, to recipients
of assistance and to others not needing or requesting financial aid.

Definition by the States of the content of living to be afforded needy
persons through assistance and their own resources, if any, and the
development by States of standards that will assure equitable treatment
of needy persons throughout the State. Consideration by the States,

°

" in determining the amount of assistance, only of resources actually

available to the individual.
Unification of the administration of State public assistance programs
at both State and local levels as a condition of Federal grants.

Social Security in a Democracy

In the opinion of the Board, no
time should be lost in taking every
feasible step to extend the present
protection of the social security pro-
gram to all households in the United

States, and to wipe out limitations and

inequities that can no longer be jus-

tified by logic or necessity. For a peo-

ple, as for an individual, it is prudent

to provide in good times against ad-.
versities that almost surely will arise

sooner or later.



