
The Need for Social Security in the 
Postwar World 

By A . J . Altmeyer* 
In this address the Commissioner for Social Security declares 

his belief that the concepts of liberty, democracy, and equal 
opportunity, given new meaning by the war we have just 
fought, will lead to a postwar world in which—whatever 
changes emerge—there is bound to be greater social security 
and less individual insecurity. 

I T WOULD BE a very presumptuous 
person who would pretend to be able 
to predict the exact future develop
ment of what we in this country have 
come to call social security. I t s devel
opment depends first of all upon what 
kind of a postwar world we shall have. 

Of one thing we can be certain. I t 
will be a world of intensive, extensive, 
and rapid change—not only techno
logical change but political, economic, 
and social change as well. We are not 
yet able to grasp even dimly the t r e 
mendous implications of the atomic 
bomb. While its technological impli
cations stagger the imagination, its 
political, economic, and social impli
cations are even more tremendous. 

But I do not propose to discuss the 
atomic bomb. Even if the atomic bomb 
had never been discovered, this war 
tha t we have just fought has released 
psychological forces which, when 
coupled with widespread human mis
ery and want, have set off "chain r e 
actions" literally world-wide in their 
extent. I refer to what you probably 
will say are very old concepts of lib
erty, democracy, and equal opportu
nity. I t is t rue t h a t these concepts 
are not new in the western world, but 
they have never before been given 
global currency and application. The 
peoples in the far corners of the world 
have now become keenly aware of 
them and apparently are proposing to 
act accordingly. 

I t took hundreds of years for the 
rise and fall of ancient empires. A 
few decades can span the rise and fall 
of modern empires. As a mat te r of 
fact, the mode of existence of the 
common man was very much the same 
for thousands of years until a little 
over 150 years ago, when technologi-
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cal forces which we call the industrial 
revolution and political forces which 
we call democracy began to sweep 
through the western world. The re 
sult has been more change during the 
last eight generations t h a n during all 
of previous recorded history. Wha t is 
impor tan t for us is tha t , so far as any 
one can see now, the ra te of change, 
rapid as it has been, seems to be ac
celerating ra ther t han declining. 
Group Action for Security 

I emphasize the fact t ha t the post
war world will be a world of change 
because change means uncertainty 
and insecurity for the millions of h u 
m a n beings who will inhabit this post
war world. This, in spite of the fact 
t h a t a basic human trai t , perhaps we 
should call it instinct, is the yearning 
for security. This yearning for se
curity manifests itself in many ways. 
Likewise, as society becomes more and 
more interdependent, the necessity of 
relying on group action ra ther t han 
individual action grows greater and 
greater. 

Group action may be either gov
ernmental or nongovernmental in 
character. Thus, the businessman 
may seek a tariff or a railroad or ship 
subsidy to protect himself against 
undue risks, or he may tu rn to busi
ness and t rade associations to protect 
his interests. He may even join trusts 
or cartels to keep down what he con
siders undesirable competition. The 
farmer may seek a tax on oleomar
garine or an embargo on Argentine 
meat or a parity price or government 
loans or government subsidies of one 
kind or another ; or he may join farm 
organizations and farm cooperatives 
to assure himself a reasonable and 
stable income. The worker may seek 
government legislation prohibiting 
court injunctions or a Wagner Act 
preventing employer interference 
with labor organizations or legisla

tion placing a floor below wages and 
a ceiling over hours; or he may resort 
to his economic power through labor 
unions to control wages, hours, and 
working conditions. The consumer 
usually must rely ra ther largely upon 
governmental action to protect his 
interests. Thus, we have a law pro
viding for meat inspection, a Pure 
Food and Drugs Act, laws regulating 
weights and measures, a Federal 
Trade Commission to enforce t ru th in 
advertising, and an Office of Price Ad
ministrat ion which undertakes to 
control prices. 

Sometimes the yearnings for secur
ity on the par t of businessmen, 
farmers, workers, and consumers 
clash. In fact, sometimes the yearn
ing for security of the very same in 
dividual as a businessman or a farmer 
or a worker clashes with his yearning 
for security as a consumer. Natu
rally, businessmen and farmers and 
workers want to get high prices for 
what they sell as producers and pay 
low prices for what they have to buy 
as consumers. Under such conditions, 
it is of course necessary for the gov
ernment to undertake to reconcile all 
these yearnings for individual security 
to achieve the maximum amount of 
general security. 

The part icular form of security with 
which we are concerned is what has 
come to be called social security. Not 
much more t han a decade ago the 
very term social security had not come 
into existence. Now it is in the 
process of acquiring such an inclu
sive meaning tha t its usefulness as a 
term to describe a specific program 
of action is in danger of becoming im
paired. Thus, we find world states
men asserting tha t social security is 
the main motive of national life. We 
find it listed as a chief objective in 
the Atlantic Charter. 

In the large sense in which it is 
used by statesmen, it covers all the 
essentials of decent human exist
ence—housing, education, health, and 
full employment—as well as elimina
tion of destitution. However, when 
it is used in the narrower sense to 
describe a specific program of action, 
it is usually confined to governmen
tal measures designed to eliminate 
want by preventing the loss of current 
income. 

Many well-meaning and socially 
minded people believe tha t if we can 



mainta in full employment and full 
production there is no need to set up 
a specific social security program to 
prevent loss of current income. Those 
people fail to realize that , even though 
we achieve the goal of full employ
ment and full production, the work
ing people of this country will still 
be confronted with the great economic 
hazards of sickness, physical disa
bility, old age, and death. In our 
modern society these hazards cause 
far greater interruption of earnings 
and far greater destitution t h a n un
employment, even the unemployment 
t ha t occurs during a period of deep 
depression. Experience has shown 
tha t large numbers of persons are un 
able to protect themselves against 
these economic hazards through non
governmental means. 
Social Security v. Socialism 

There are other well-meaning and 
socially minded people who some
times confuse social security and so
cialism. I t does not require much 
analysis, however, to demonstrate 
t ha t socialism and social security pro
ceed from diametrically opposite 
goals. Marxian socialism is based on 
the theory of the class struggle. So
cial security is based on the theory of 
social solidarity. Socialism aims at 
the destruction of private enterprise, 
whereas social security is designed 
not only to preserve but to promote 
private enterprise. Social security 
enables a system of free enterprise to 
encourage invention, improvement, 
elimination of waste, variety, and con
tinual adaptat ion to changing ideas 
and circumstances without at the 
same time creating serious social 
problems. I t does this by providing 
individuals with a minimum degree 
of protection against the loss of in
come which such changes often cause. 
Socialism aims at a redistribution of 
wealth. Social security recognizes 
t ha t all t ha t a government program 
should do is to establish a minimum 
basic protection against loss of in
come, on which the individual will 
be encouraged to build for himself a 
more attractive degree of well-being 
through the well-known devices of in
dividual savings, private insurance, 
and home ownership. 
Security a Function of Government 

When we undertake to establish a 

social security system designed to pro
vide a minimum basic protection and 
thus eliminate want, we are not striv
ing for s trange and new ideals; nor 
is it even necessary for us to depend 
on strange and new methods. While 
social security in this country is a 
relatively recent development, it has 
been a familiar and recognized func
tion of government in other countries. 
Indeed, it is one function of govern
ment which has grown and is grow
ing, despite changes in government 
and two world wars. We have a world 
history and world experience on which 
to base our planning and our action. 
Indeed, in our own Social Security Act 
we already have the fundamental ele
ments of a program of social security 
designed to eliminate want . I t is 
only necessary for us to extend, ex
pand, and improve upon our present 
Social Security Act in the light of the 
experience and thinking tha t has de
veloped since t ha t act was passed in 
1935. 

Since the security of the large ma
jority of people is dependent on their 
earnings, the focal point of our ef
forts should be to provide reasonable 
protection against interruption of in
come due to sickness, accidents, old 
age, death, and unemployment. In 
other words, we should strive to de
vise a system which will spread in
come over periods of nonearning as 
well as periods of earning. This can 
be accomplished to a large extent by a 
comprehensive system of social insur
ance under which benefits are paid to 
compensate for a reasonable propor
tion of the wage loss sustained. The 
cost of such benefits should be fi

n a n c e d out of contributions made by 
the workers of this country and by 
their employers, supplemented ult i
mately by some contribution from the 
government, representing the entire 
community. 

Yet even a comprehensive con
tributory social insurance system 
cannot provide complete protection 
under all conceivable circumstances. 
Certainly an insurance system can
not insure against hazards t h a t oc
curred before the system was estab
lished. Therefore, a basic and com
prehensive system of public assist
ance is also necessary to meet the 
needs of individuals and their fami
lies t ha t cannot be met out of their 
own resources. 

Under a contributory social insur
ance system, benefits are usually pay
able to compensate for a portion of 
the wage loss sustained, but without 
applying a means or needs test in the 
individual case. However, the bene
fit formula is usually constructed in 
such a way as to pay a greater p ro 
portion of benefits to low-wage earn
ers with large families t han to high-
wage earners with no dependents. 
Contributory social insurance, as its 
name implies, is mainly supported by 
contributions made by the potential 
beneficiaries and by the employers of 
the potential beneficiaries. In con
trast , public assistance is payable 
only on the basis of a showing of need 
in the individual case, and is usually 
financed out of general tax revenues. 
A Comprehensive Contributory 

Social Insurance System 
I t is perfectly feasible, I believe, to 

construct a single comprehensive con
tributory social insurance system t h a t 
would cover all the major economic 
hazards to which the workers of this 
country are exposed. The simplest 
way to accomplish this purpose would 
be to use the present Federal old-age 
and survivors insurance system as a 
foundation. Under t ha t system, in
dividual wage records have already 
been established for 74 million indi
viduals. There is no reason why 
these individual records cannot be 
used for determining benefit rights 
for unemployment insurance as well 
as for temporary and permanent dis
ability and medical care. Through 
the use of teletype equipment the in
dividual records could be made in
stantly available to any local office 
throughout the country so t ha t claims 
could be processed without delay. 

Employers would have to make only 
the 4 quarterly wage reports they 
already make under the Federal old-
age and survivors insurance system. 
This would be in sharp contrast to the 
209 reports an employer must now 
make under the old-age and surviv
ors insurance system and the 51 dif
ferent unemployment insurance laws 
if he happens to be operating in all 
these jurisdictions. 

A single string of offices could be 
used for all phases of such a system 
of contributory social insurance. 
There should also be established 
representative advisory committees 



and, in the case of unemployment in
surance, local t r ipar t i te appeals 
boards to make certain t ha t all the 
individual and local circumstances 
are taken into account in making the 
decisions. 

The fact t h a t it is possible to de
centralize claims determination is 
evidenced by the experience devel
oped under Federal old-age and sur
vivors insurance. Under t ha t system, 
97 percent of all claims are deter
mined in the local office. Contrast 
this decentralized claims determina
tion with the centralized claims de
terminat ion tha t exists under most 
Sta te unemployment insurance laws. 
I believe tha t more realistic decisions 
would be made in unemployment in
surance if the decisions were made 
locally, subject to appeal to a local 
representative tr ipart i te board fa
miliar with local labor-market 
conditions. 

If a comprehensive contributory 
social insurance system is adopted 
covering all the hazards t h a t I have 
mentioned—unemployment, tempo
rary disability, permanent disability, 
old age, and death—it of course be
comes increasingly desirable and nec
essary t h a t the coverage of such a 
system be extended as widely as pos
sible, since all the population of this 
country is subject in varying degrees 
to these hazards. From an adminis
trat ive standpoint, there is no longer 
any reason why any groups should be 
excluded and from the standpoint of 
providing protection there is every 
reason why they should be included. 
In the case of workers for small em
ployers it is administratively feasible 
to extend coverage through the use of 
a stamp-book system. Under such a 
system the employee would be fur
nished with a s tamp book in which 
the employer would place stamps evi
dencing his and the employee's con
tributions. In rural areas the em
ployer could purchase these s tamps 
from the mail carrier, and in urban 
areas they could be purchased at post 
offices. 

I t would of course not be feasible to 
insure self-employed persons against 
unemployment or temporary disabil
ity, because there would be no em
ployer-employee relationship or spe
cific wage loss to serve as a test of 
enti t lement to benefits. I t would be 
perfectly feasible, however, to insure 

self-employed persons against the 
other economic hazards mentioned. 

During the first few years it is prob
able t h a t the current costs of all the 
benefits suggested, both the present 
benefits and the ones added, would be 
more t han covered by a total com
bined ra te of contribution on pay rolls 
of 8 percent, depending on the exact 
benefits provided. This ra te would 
include both employers' and em
ployees' contributions. The total 
combined normal ra te at the present 
time is 5 percent. Even under t he 
present Social Security Act, this com
bined ra te automatically becomes 9 
percent by January 1, 1949. 

I believe tha t a unified comprehen
sive system of social insurance offers 
the greatest assurance tha t there will 
be no gaps or overlaps or anomalies in 
the protection tha t is afforded against 
the various risks covered. At present 
it is of course possible for a person to 
have worked an insufficient length of 
time to qualify for retirement benefits 
under Federal old-age and survivors 
insurance or under any other private 
or public ret irement system. On the 
other hand, dependents of a worker 
who is killed can draw benefits under 
four different kinds of Federal and 
State laws—old-age and survivors in
surance, the United States civil-serv
ice ret irement system, State work
men's compensation, and veterans' 
legislation. Until recently, a surviv
ing spouse could also have drawn 
benefits under the Railroad Retire
ment Act as well. Recent amend
ments, however, provide tha t survivor 
benefits shall be calculated on the 
combined wage record developed un
der the Railroad Retirement Act and 
the Social Security Act. 

Some question might be raised 
whether a national contributory social 
insurance system would not be too 
inflexible because of the necessity 
for uniform provisions applicable 
throughout the entire country. How
ever, if benefits are related to an in
dividual's past earnings, as I believe 
they should be, they would of course 
automatically reflect differences in 
wage rates in the various par ts of the 
country. In fact, there would be 
much more consistency t h a n now 
exists under the 51 different Sta te 
unemployment insurance laws. At 
present, workers with exactly the same 
earnings record can draw unemploy

ment benefits in a year ranging all 
the way from $210 to $546, under dif
ferent State laws, at a weekly ra te 
varying all the way from $15 to $25. 
Likewise, employers with exactly the 
same experience with unemployment 
have to pay contribution rates ranging 
from one-tenth of 1 percent to the full 
normal rate of 2.7 percent. 

Then, of course, it should also be 
borne in mind tha t a national system 
would take into account a worker's 
total earnings history, however many 
States he may have worked in. Thus, 
there would be no possibility of a 
worker's failing to draw benefits be
cause his wage record has been split 
between two or more States or of his 
drawing duplicate benefits because he 
qualifies under the laws of more than 
one State. Neither would there be 
the long delay tha t now exists in the 
payment of benefits to workers who 
move from one State to another. 

But, regardless of whether we have 
a straight national contributory so
cial insurance system or a combina
tion of a national social insurance 
system covering what might be termed 
the long-term risks, such as perma
nent disability, old age, and death, 
and State systems protecting against 
the so-called shor t - te rm risks of tem
porary disability and unemployment, 
there is great need for coordination 
between the various systems. Sev
eral of the State unemployment in
surance agencies have experimented 
with using the Federal old-age and 
survivors insurance records, with con
siderable success. Greater uniformity 
in the coverage provisions of the Fed
eral and State laws is necessary, how
ever, before any extended use could 
be made of the Federal old-age and 
survivors insurance records by the 
various State unemployment insur
ance agencies. Greater uniformity in 
the coverage provisions is, of course, 
desirable in any event, since it might 
enable employers to use carbon copies 
of one wage report for both Federal 
and State purposes. 
A Comprehensive Public Assistance 

System 
Our at tack on the prevention of 

destitution must be a two-pronged a t 
tack, as I said earlier, including both 
social insurance and public assistance. 
I have laid more emphasis on the de
velopment of a comprehensive con-



tr ibutory social insurance system, be
cause I believe t h a t such a contribu
tory system is more in keeping with 
our system of free enterprise t han is 
a system of public assistance. We 
must recognize also, t h a t even with a 
comprehensive contributory social in
surance system it would be too much 
to expect t ha t all human destitution 
would be eliminated. No system of 
social insurance can insure against 
hazards t ha t have already occurred or 
can provide adequate protection in all 
conceivable circumstances. There
fore it is important t ha t we also great
ly s t rengthen our present system of 
public assistance, which should con
t inue to be operated by the States 
ra ther t h a n the Federal Government. 
However, time will not permit me to 
discuss how our present system of 
public assistance can be and should 
be strengthened. 

The reason I believe tha t a con
tributory social insurance system fits 
in better with a system of free enter
prise is simply this : Under social 
insurance there is always some rec
ognition given to the previous wage 
history and length of t ime a bene
ficiary has been insured and there
fore to differentials in past income 
which an individual has been able to 
develop. I n contrast, under any sys
tem of public assistance it remains 
t rue tha t , since the assistance is based 
on the individual need, the more a 
person saves the less he gets by way 
of assistance. Moreover, in order to 
get assistance, the applicant must sub
mit to a needs or a means test, which, 
however intelligently and sympathet
ically administered, creates an i n 
vidious distinction destructive of in
dividual morale. The great virtue 
of a contributory social insurance sys
tem is tha t i t prevents human desti
tution before it occurs instead of un 
dertaking simply to relieve it after it 
has occurred. Therefore it must a l 
ways be a first line of defense and 
public assistance a secondary line of 
defense against human want. 
Health Insurance 

Before closing I should say some
thing about heal th insurance, since it 
has received considerable at tention 
lately. Of course a sharp distinction 
must first be made between insurance 
to cover a portion of the wage loss 
sustained and insurance to cover t he 

cost of medical care. The American 
Medical Association, which, as you 
know, is opposed to a system of con
tributory social insurance to cover 
the cost of medical care, is not op
posed to cash indemnity to pay a por
tion of the wage loss due to sickness. 

When we tu rn to the question of 
protection against the cost of medical 
care, again it is essential for clear 
thinking to distinguish between so
cialized medicine and heal th insur
ance. Socialized medicine implies 
medical services provided by physi
cians employed by the Government; 
heal th insurance, on the other hand, 
implies a system whereby medical 
service is provided by private, com
petitive practioners who are reim
bursed from a special insurance fund 
for the services they render. In other 
words, socialized medicine is not only 
a system for spreading the cost of 
medical care but also a system of 
medical practice; in contrast, hea l th 
insurance spreads the cost of medical 
care and does not replace the com
petitive private practice of medicine. 
Only the Union of Soviet Socialist Re
publics has a nat ional system of state 
medicine; more t han 30 countries 
have national systems of compulsory 
heal th insurance. 

In this country, every State but one 
is already operating a system of com
pulsory heal th insurance applicable to 
accidents and diseases arising out of 
occupation—that is, workmen's com
pensation. I am sure t ha t no one 
would think of abandoning work
men's compensation insurance. I t 
seems generally agreed tha t , in spite 
of recognized deficiencies, workmen's 
compensation has resulted in provid
ing more nearly adequate medical care 
for the victims of work accidents and 
diseases and more nearly adequate 
compensation for the physicians and 
hospitals called upon to t rea t them. 
In the broader sense, heal th insur
ance is merely more inclusive t h a n 
workmen's compensation; i t covers 
nonoccupational accidents and dis
eases. 

The administration of heal th in
surance should of course be decen
tralized so t ha t all necessary a r range
ments with doctors and hospitals and 
public heal th authorities could be 
subject to adjustment on a local basis. 
The local hospitals and doctors should 

be permitted to choose the method of 
remunerat ion which they desire. 

Besides free choice of method of r e 
muneration, the system should pro
vide free choice of physicians and free 
choice of patients . The professional 
organizations themselves should be 
relied upon to assist in the main te 
nance and promotion of desirable pro
fessional s tandards. 

Voluntary organizations t h a t pro
vide heal th services would have an 
important role under a system of 
heal th insurance. So would volun
ta ry cooperative organizations t h a t 
are concerned with paying doctors, 
hospitals, or others for hea l th services 
but do not provide these services 
directly. 

Though hazards are involved in any 
governmental a t tempt to meet the 
problem of spreading the costs of 
medical care, I believe we must recog
nize t h a t there is a large and growing 
demand by the people of this country 
t h a t the Government act. Every u n 
biased poll t h a t has been taken in the 
last 10 years shows t h a t this is so. 

The British Medical Association, as 
a result of more t h a n 30 years ' expe
rience with heal th insurance, is 
wholeheartedly in favor of the princi
ple of compulsory heal th insurance. 
Indeed, it has assumed leadership in 
demanding tha t the present heal th in
surance system be made more com
prehensive in terms of persons cov
ered and services provided. Likewise, 
the Canadian Medical Association has 
gone on record as favoring the pr in
ciple of compulsory heal th insurance. 
A Minimum Basic Security 

The twin programs I have sug
gested—a comprehensive contribu
tory social insurance system supple
mented by a comprehensive public 
assistance system — would provide 
only a minimum basic security for the 
people of this country. I t would p ro 
vide a safety net protecting the peo
ple of this country against major 
economic hazards, not a feather bed 
releasing them from the necessity of 
helping themselves. I t would be an 
effective system because the benefits 
would be related to proved wage loss 
or proved need. I t would be a system 
which would provide a maximum 
amount of security at a minimum cost. 

In fact, in a very real sense the 
costs of insecurity are now being 



borne by the individual citizens of 
this country. A sound social security 
program makes these costs more bear
able by distributing them more sys
tematically and equitably. 

Because only a minimum basic se
curity would be provided, there would 
be every inducement to the individual 
to provide still better security for 
himself and his family through indi
vidual savings and private insurance. 
This development has already oc
curred in connection with Federal 
old-age and survivors insurance. The 
amount of group annui ty business 
written since the Social Security Act 
was passed is many times the amount 
writ ten in all the previous years. As 
you may have noticed from advertise
ments and the radio, several large life 
insurance companies are basing their 
sales promotions largely on the feasi
bility and desirability of additional 
insurance to supplement the basic in
surance protection provided by the 
Government system. I am confident 
t h a t insurance companies generally 
believe t h a t this Government system 
educates and induces the public to ob
ta in additional protection through 
private insurance. 

Let us also not forget t h a t under a 
contributory social insurance system 
the financial base is automatically 
provided. The workers of this coun
try and their employers pay for the 
benefits t h a t are received. I t is not 
a plan for giving everybody something 
for nothing but a plan for organized 
thrift . As former Prime Minister 
Churchill said, the essence of social 
insurance is "bringing the magic of 
averages to the rescue of the millions." 

The program I have outlined will 
not usher in Utopia. Even so, there 
are some who believe tha t providing 
a minimum basic security is unnec
essary and unwise. They believe 
t h a t destitution, by and large, is due 
to personal inadequacy and derelic
tions ra ther t han to impersonal so
cial forces. They are therefore con
vinced tha t any government action 
aggravates ra ther t han relieves the 
problem. 

I th ink we must agree t h a t social 
security does substitute hopes for 
fears. I t really comes down to a ques
tion of just how much faith we have 
in the common m a n and in demo
cratic government. Put t ing it bluntly, 
we must decide whether the common 

m a n must be driven to exert himself 
by the fear of starvation or whether 
it is hope of reward tha t leads to high 
endeavor. 

If the common man needs to be 
driven by fear of starvation there can 
be very little hope for the success of 
democratic government. In a democ
racy the will of the common man is 
the law of the land, and the common 
man will not vote for starvation. I n 

deed, to my mind, reliance on fear of 
starvation as a motive force is worthy 
of a slave nation, not a free nation. 
The greatest war in history has just 
been fought to make certain t h a t free 
people shall inherit this earth. We 
can be absolutely certain that , as the 
forces of democracy advance, the 
postwar world is bound to be one of 
greater social security and less indi
vidual insecurity. 


