
Casting up Accounts in Social Security 

By A r t h u r J. A l t m e y e r * 

Constant appraisal of the social security programs— 
both of the individual programs and of their relationship 
one with the other—is necessary for the full development 
of an integrated program of social security. In this ad
dress the Commissioner for Social Security appraises 
what social legislation has thus far accomplished and what 
remains to be done. 

I N SOCIAL LEGISLATION i t is impossible 
to cast up accounts i n the exact sense 
t h a t we do when the mat ter is en
t i re ly one of dollars and cents, w i t h 
out human values to be taken in to 
consideration. Nevertheless, i t seems 
to me tha t i n the field of social legis
la t i on i t is wel l for us t o pause occa
sionally to see how far we have come 
and what we might do to move a l i t t l e 
fur ther along the road t h a t we want 
to follow. I do not use the expression 
"achieve our goal or goals" because, 
i n the field of social legislation, I 
doubt very much whether we ever 
achieve any specific goal—first, be
cause the goal is a constantly receding 
one i f we are blessed, as we are, by l i v 
i n g i n a dynamic, progressive country 
such as the Uni ted States, and, sec
ondly, because our ideals change, as 
they should, as we move along. W h a t 
at one t ime seemed crystal clear be
comes less clear as we see the com
plexities and a l l the considerations 
tha t must be borne i n m i n d when we 
choose one alternative out of a myr i ad 
number of possibilities. 

Social Legislation in a Democracy 

I n a democracy, we cannot expect 
nor do we want to achieve social leg
is lat ion which possesses the specious 
completeness and the symmetry of 
some master p lan t h a t a dictator i m 
poses f r o m above. I f the dictator 
happens to be an evil person, we know 
f r o m sad experience what terr ible 
things can happen. I f the dictator 
happens to be wel l - intentioned, but 
a believer i n the al l -powerful state, 
we also know wha t can happen. Even 
i f the dictator happens to be what 
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the history books cal l a "beneficent 
despot," we want none of i t f o r two 
fundamental reasons. No one h u m a n 
being or group of human beings is 
wise enough to keep i n m i n d a l l the 
considerations which need to be taken 
into account; and no decisions by the 
few are satisfactory substitutes for 
the fu l l agreement and discussion by 
the many. 

As we know, the essence of democ
racy is the rule of law and not of man . 
Furthermore, i f the rule of law is to 
be effective and i n the interests of a l l 
the people, i t must grow out of fu l l 
discussion and part ic ipat ion by a l l the 
people. As we survey the develop
ment of social legislation i n a democ
racy, we see tha t i t usually comes in to 
existence to meet a part icular prob
lem i n a part icular place a t a par 
t icular t ime. Various alternatives are 
adopted to meet part icular problems. 
However, as experience develops and 
is exchanged, greater un i f o rm i t y and 
extension of the social legislation oc
cur. I f the problem is a common one 
and a serious one, the rate of develop
ment may be expected to be more 
rapid than i f the problem is a local 
one and less serious. I f the problem 
becomes acute, as i n the case of a 
great depression, we may expect sud
den and sweeping change. 

Our responsibility as admin is t ra 
tors of an impor tant phase of social 
legislation is to engage i n constant 
self-appraisal, w i t h a view not only to 
improving administrat ion but to i m 
proving the substantive legislation 
which we administer. Moreover, we 
must be alert to interrelat ionships 
w i t h other social legislat ion—not only 
to make our own legislation most ef
fective but also to make the related 
legislation most effective. We must 
realize tha t each segment of social 
legislation is a pa r t o f the whole, de
signed to promote the public welfare. 

Fifteen Years of Progress 
Our gains i n the field of social legis

la t ion , part icular ly i n the field wh ich 
we know now as social security, have 
been spectacular dur ing the last t h i r d 
of a century and part icular ly dur ing 
the past 15 years. Before the passage 
of the Social Security Act i n 1935, for 
example, the only important type of 
social insurance which we had i n th is 
country was workmen's compensation, 
and i t had taken many years for th is 
legislation to become widespread. 

There had been a few public em
ployment offices, supplemented by a 
great many temporary Federal em
ployment offices, operated i n connec
t i on w i t h the Federal public works 
program i n the early thirt ies . I n Wis 
consin, for example, there were only a 
few employment offices. There were 
a few i n Ohio and a few i n New York , 
and I t h i n k perhaps one or two i n 
Cal i fornia. A l l to ld , there were i n 
this country no more than a ha l f dozen 
real public employment offices before 
Wor l d War I , and they were i n the 
very large metropol i tan centers. 

Then when the f irst W o r l d War 
came along we had a mushroom 
growth ; but w i t h the end of the war 
everything was "washed u p . " So we 
went along w i t h a few directly oper
ated Federal employment offices and 
a handful of State-operated employ
ment offices u n t i l the early th i r t i es , 
when we again started to develop the 
public employment office system i n 
this country. 

I n the field of public assistance, as 
distinguished f r om social insurance, 
we had i n effect, for the most par t , 
local poor relief, w i t h some State o ld -
age pension and mothers' pension 
laws; local units of government were 
usually permitted to elect whether or 
not they would put such laws in t o 
effect. The result was tha t probably 
not more than one- th i rd of the coun
ties i n the States which had such laws 
actually put them into effect. 

Today we have Federal old-age and 
survivors insurance, and a ra i l road 
social insurance system t h a t covers 
the r isk of wage loss f rom old age, 
premature death, temporary and per
manent disabil ity, materni ty , and 
unemployment. We have unemploy
ment insurance laws i n all the States 
and Territories. We have 1,800 per-



manent fu l l - t ime public employment 
offices. We also have temporary dis-
abi l i ty laws i n three States, covering 
loss of wages due to nonindustr ia l ac
cident and sickness. Besides these 
forms of social insurance, we have i n 
effect federally aided State-wide o ld-
age assistance programs i n a l l the 
States, a id to dependent chi ldren i n 
a l l States but one, and aid to the b l ind 
i n a l l bu t four States. 

I t h i n k tha t we have a r i gh t to be 
p roud of the gains we have made 
i n such a short period of t ime. How
ever, I t h i n k we would be deceiving 
ourselves i f we d id not realize tha t the 
development of social security i n this 
country has been somewhat lopsided 
and is s t i l l incomplete, so far as pro
v id ing adequate protection for the 
people of th is country against the 
various economic hazards w i t h wh ich 
they are confronted. 

Inadequacies of Present Provisions 
The benefits paid under the various 

forms of social insurance are for the 
most par t inadequate. The increases 
i n the benefits t h a t have occurred 
have not kept pace w i t h the increased 
cost of l iv ing. Moreover, as I have 
already indicated, only three States 
provide protect ion against loss of 
wages result ing f r o m nonindustr ia l 
accidents and diseases. There is no 
protect ion under Federal old-age and 
survivors insurance against perma
nent t o ta l disabil ity. There is no pro
tect ion under either Federal or State 
law against the costs of medical care. 

As far as the various forms of pub
l ic assistance are concerned, the Fed
eral Government has provided i n 
creased par t ic ipat ion i n the costs. 
This increased part ic ipat ion has en
abled the States to provide more fi
nancia l assistance to needy persons 
t h a n they otherwise would have been 
able to do. Therefore, the increase i n 
Federal par t ic ipat ion is desirable i n 
itself. A t the same time, however, 
t h a t more Federal part ic ipat ion has 
been provided i n meeting the cost of 
public assistance, there has been a 
lopsided development of our to ta l so
cial security system. 

When the Social Security Act was 
passed i n 1935, the basic idea was tha t 
contr ibutory social insurance would 
be a first l ine of defense against des
t i t u t i o n . I t was expected that , as 

t ime went on, Federal and State gov
ernment's would have less and less of 
a burden under the public assistance 
laws. Today, however, the number 
of needy persons receiving public as
sistance is greater t h a n i t has been 
at any t ime since the passage of the 
Social Security Act. Moreover, the 
number of aged persons receiving 
public assistance is nearly twice as 
great as the number of persons receiv
ing benefits under the Federal o ld-
age and survivors insurance system. 

I t is also t rue t h a t the largest pro
p o r t i o n of persons receiving what we 
cal l general assistance, as d is t in 
guished f r o m old-age assistance, a id 
to the b l ind , and a id to dependent 
chi ldren, consists of persons who are 
suffering f rom physical disabil ity. I f 
our social insurance system covered 
disabil ity, we would be able to reduce 
considerably the burden on States and 
localities for prov id ing this general 
assistance. 

Another ind icat ion of the lopsided 
development of social security is 
the growth—the r ap id and great 
growth—of what are now called union 
hea l th and welfare funds. The one 
t h a t has received most a t tent ion is, 
of course, the mine workers' health 
and welfare fund, but there are s imi 
lar plans i n the electrical industry, i n 
the ladies' garment industry, and the 
men's garment industry. One of the 
chief reasons—if not the chief—for 
th is great g rowth is the fact t ha t our 
basic, social security system has not 
developed as rap id ly as i t should have 
developed, and so these union heal th 
and welfare funds come i n to fill the 
gap. 

Improving Unemployment Insurance 

May I comment briefly on unem
ployment insurance and suggest the 
considerations t h a t I t h i n k should be 
kept i n m i n d i n improv ing this par
t i cu la r f o rm of social legislation. Of 
course, as administrators, our first ob
l igat ion is to keep improv ing our ad
min is t ra t ion , mak ing i t economical 
and efficient. Secondly, we must give 
our best advice to our respective legis
lat ive bodies on ways i n wh ich we be
lieve our various laws could be 
improved! 

As fa r as admin is t ra t ion is con
cerned, I beiieve we can say t h a t there 
has been a progressive—and by pro-

gresslve I mean not j u s t gradual but 
rather marked—improvement each 
year i n the qual i ty of administrat ion 
of the State unemployment insurance 
laws. F rom what I know of State ad
ministrat ion, m y judgment is t ha t the 
quality of the admin is t ra t ion of the 
State unemployment insurance laws 
is as h i gh as i f no t h igher—and I 
would say, i f I had t o express a defi
nite judgment, m u c h h i ghe r—than 
the quality of adminis t rat ion of many 
other State laws. Par t ly I t h i n k i t is 
because of the more adequate f inanc
ing tha t has been provided. You may 
question tha t statement i n its imme
diate appl icat ion; nevertheless, t ak ing 
a look at i t i n the large and over, the 
years, I do believe t h a t the adminis
t ra t i on of unemployment insurance 
has been more adequately financed 
than, let us say, the adminis trat ion 
of workmen's compensation laws or 
the adminis trat ion of labor laws. 

Another reason for this improved 
administrat ion is t h a t there has been 
a j o in t appraisal going on. Whether 
the effect has been t h a t of a bur r u n 
der your saddle or whether our co
operative effort has been of a more 
constructive nature , nevertheless, 
when al l is said and done, there has 
been the occasion for a continuous 
j o in t appraisal of the qual i ty of your 
day-to-day admin is t ra t ion ; and I do 
believe tha t t ha t has contr ibuted 
greatly to the constant improvement 
tha t has occurred. 

Before tu rn ing to the substantive 
side of the picture, may I say tha t effi
cient administrat ion also involves, I 
believe, constant discussion and con
tact w i t h the parties immediately af
fected—that is, w i t h employers and 
workers. I believe to the extent t h a t 
there has been developed an effective 
modus operandi for t ha t contact, the 
administrat ion as well as the sub
stantive features of the State unem
ployment insurance laws has been 
improved. 

Turn ing to the substantive p rov i 
sions, of course, as we a l l know, there 
has been improvement. As far as the 
amount of benefits is concerned, I 
th ink tha t the fundamental charac
teristic of our system—the re lat ion of 
the benefit t o the amount of the wage 
or wage loss—is a sounder approach 
than tha t of the flat benefit payment, 



which is incorporated i n the unem-
ployment insurance laws of some 
countries. I hope we will continue to 
ma in ta in tha t pr inciple w i t h the addi -
t i on of supplementary allowances f o r 
dependents. 

I do believe, however, and I t h i n k 
it can be established statistically, t h a t 
the improvement i n our benefits has 
been largely negatived by our fai lure 
to raise the max imum weekly benefit 
amount to take in to account at least 
the increased wage levels and the i n 
creased cost of l iv ing. The figures 
tha t I have indicate t h a t i n 1940 the 
average weekly benefit amount, meas
ured as a percentage of the average 
weekly wage, amounted to 37 percent; 
and i n 1947 (the last figure I have is 
for October and November 1947) i t 
amounted to 32 percent. The per
centage undoubtedly has gone down 
since then, and I believe tha t most of 
the States are confronted w i t h the 
necessity of scrut iniz ing their m a x i 
m u m weekly benefit amount to deter
mine whether i t actually has kept 
pace w i t h the increase i n wage rate 
earnings and cost of l iv ing. So far as 
durat ion of benefits is concerned the 
durat ion provisions have resulted, 
even i n a h igh employment period 
such as this, i n 30 percent of the re
cipients exhausting the i r benefit 
r ights before they have found other 
employment; and i n some States the 
exhaustion rates r u n as h igh as 50 
percent. 

Disqualif ication provisions, as we a l l 
know, have become str icter ; I be
lieve tha t they are unduly restrictive. 
I believe tha t a person who has val id 
personal reasons for being obliged to 
quit his job is ent i t led to unemploy
ment benefits and tha t these benefits 
should not be restricted to "good cause 
attr ibutable to the employer or the 
employment," because, after a l l , these 
persons who are being affected are not 
machines. Many times they do have 
very compelling personal reasons that 
do not leave them free agents by any 
means. Therefore they are as genu
inely unemployed as those who are 
la id off as a result of the employer's 
action, and they may be, on the aver
age, more necessitous. 

I also t h i n k we have a responsibil
i t y for th ink ing through and in te r 
pret ing to the interested parties our 
concept of suitable work, which seems 

to me to be at the heart of a great 
deal of the diff iculty we have a t the 
present t ime i n explaining our pro-
gram to the general publics. I t seems 
to me tha t th is concept of suitable 
work is such a fundamental t h i n g 
and :one tha t is so impor tan t i n m a i n 
ta in ing the sort of free society t h a t 
we wish to ma in ta in i n th is country 
tha t we must not give i t up ; on the 
contrary, we must strengthen i t . 

Tha t is to say, a general under
standing of this concept is no t only 
i n the interests of the ind iv idua l 
workers, i t is i n the interests of the 
greatest production. I t is i n the i n 
terest of ma in ta in ing a fluid society, 
a free society, t ha t a person should 
not be penalized because he refuses 
to accept work tha t is not suitable. 
I t is a loss of economic and mora l 
and pol i t ica l values, i n m y judgment, 
i f we do not recognize t h a t the su i t 
able work concept lies at the basis 
of an effective and socially desirable 
system of unemployment insurance. 

Federal-State Relations in Unemploy
ment Insurance 

There is one other field i n wh ich 
we, of course, seek constant improve
ment, and tha t is i n the field of Fed
eral-State relations. Tha t , I recog
nize, is a two-way proposition. We 
have done something, such as the 
U tah experiment, i n the use of the 
old-age and survivors insurance rec
ords for benefit determinat ion; and 
the Interstate Conference's report on 
f raud indicated t h a t summaries 
might be made of the old-age and 
survivors insurance records fo r at 
least postchecking on benefit cases. 

The employer account cards for 
old-age and survivors insurance can 
also be of advantage to unemploy
ment insurance agencies i n account
i n g operations i n m a k i n g the lists 
complete. Certainly we wan t to do 
everything i n our power to make 
available to you anyth ing by way of 
service or facilities or records t h a t the 
Bureau of Old-Age and Survivors I n 
surance has. As you know, our i n 
abi l i ty to charge for t h a t service 
places us i n a di lemma, because o ld -
age and survivors insurance is a con
t r ibutory social insurance system, 
which means t h a t the funds appro
pr iated for old-age and survivors i n 
surance cannot be diverted for some 

other purpose even though we con-
sider i t a very necessary col lateral 
purpose. 

As far as the Bureau of Employ-
merit Securi ty itself is concerned, our 
constant endeavor should be to make 
tha t Bureau more and more o f a : 

service bureau and less and less of 
a policing bureau. I t h i n k a great 
deal has been accomplished i n b r i n g 
ing about tha t t ransformat ion, bu t 
there should be no l e t -up i n our a t 
tempt to continue tha t development. 

Financing Administration 

As you know, the 100-percent Fed-, 
eral financing of State admin is t ra 
t i on has advantages i n mak ing ava i l 
able more adequate funds, but i t has 
its disadvantages, too. So I have p ro 
posed f rom t ime to t ime t h a t i f we 
continue our Federal-State system we 
could strengthen that , system, making 
i t a much more rat iona l and effective 
system, through some f o rm of grants-
in-a id . For instance, i f we had a 95-
percent offset 1 and a50-50 match ing 
of administrative expenditures, i t 
would be recognized tha t the Federal 
Government was match ing only pa r t 
of the legitimate administrat ive ex
penses and tha t the State legislatures 
should make funds available t o the 
State agencies i n addi t ion to those 
which are now provided by the Fed
eral Government. 

Fai l ing that , what should be done 
so long as we have what we have? I 
am sorry tha t this year, for example, 
i t d id not develop tha t we could at 
least have had the proceeds of the 
0.3-percent Federal share of the tax 
earmarked for unemployment i n 
surance purposes, and a contingency 
fund set up. 

As regards a 100-percent o f fset 2 ap
proach, I would l ike to th row out for 

1At present, employer con t r i bu t i ons 
under a State unemployment insurance 
law may be offset against the Federal u n 
employment tax (3 percent) u p t o a m a x i 
m u m of 90 percent of the Federal t ax 
(or 2.7 percent ) . The r ema in ing 0.3 per
cent is collected by the Federal Govern
men t and used t o finance State expenses 
in administer ing the program; the con 
t r i bu t i ons collected by States can be used 
on ly for benefit payments. [Ed.] 

2An offset of 100 percent wou ld mean 
t h a t States wou ld collect t h e en t i r e 3 per
cent and use the proceeds t o finance b o t h 
benefit and administrat ive costs. [Ed. ] 



your consideration these aspects. To 
my m i n d i t el iminates the occasion 
for the day-to-day j o i n t appraisal 
tha t I mentioned to you a few m i n 
utes ago. I t is a once-a-year propo
sit ion, a t the end of the year. And 
because i t eliminates the occasion for 
this day-to-day j o i n t appraisal, I 
raise the question whether i t may not 
br ing about impasses, very serious i m 
passes, between the Federal Govern
ment and the State governments tha t 
would be more h a r m f u l by fa r to good, 
creative, constructive Federal-State 
relations t h a n these n igg l ing i r r i t a 
t ions tha t we a l l know about at the 
present t ime. 

We have a choice then of whether 
we are going to use a powerdriver to 
crush a mosquito (the public may 
feel t h a t i t is a mosquito, but i f there 
are enough mosquitoes they can k i l l 

a man) or whether we are jus t going 
to certify the law regardless. So we 
are thrown between the Scylla of 
tak ing very drastic act ion and the 
Charybdis of t ak ing no action, and 
both situations are ha rmfu l , to m y 
way of th ink ing , to good Federal-
State relations. E i ther they create 
bad feeling and work hardship upon 
the employers and employees who are 
involved, or they nu l l i f y any effective 
Federal-State relations. Therefore 
I believe i t would be better to repeal 
the 3-percent Federal t ax outr ight 
than to develop wha t would be a 
rather f ict ional Federal-State re la
tionship wh ich had no substance to 
i t . Then at least the responsibility 
would be clear to everybody con
cerned. 

I n any event, I do know tha t the 
Interstate Conference has a number 

of committees at work on this and on 
other problems, appraising bo th the 
administrat ion of unemployment i n 
surance and the substantive p rov i 
sions of th is legislation. 

I believe t h a t i n itself is conclusive 
proof of the desire of the employ
ment security officials to make certain 
t h a t the legislation entrusted to the i r 
care does achieve its beneficent p u r 
pose. May I say tha t so long as we 
continue this salutary process of self-
appraisal, and improvement based 
upon such appraisal, we may be sure 
tha t our country need fear no foreign 
ideologies. As Governor W i n a n t once 
to ld me, there was an o ld cobbler 
whom he used to visit who had 
this mot to : "Always unsatisfied—but 
never dissatisfied." And tha t seems 
to me a very good motto for a l l of us 
to follow. 


