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PlANNED PR<Y.I'ECTION AGAINST mm.fi>LOYMENT 

A STUDY OF PUBLIC Air.ITNISTRATION A.'IIID SOCIAL POLICY 

I. ORIGINAL PLAN FOR 'IHE STUDY 

The study here proposed was at first thought ot almost entirely in 

terms ot the more immediate measures for dealing with emergency un~ 

ployment, primarily unemployment insurance and relief. The need tor oon-

atruotiTe thinking in this field is quite evident. After tour years ot 

depression the breakdown ot the r~ular agencies, public and private, and 

the dis~ointedneea and general unpreparedness of ou= attack upon the re-

lief problem of the emergency stand reTealed. It has been necessary tor 

the federal government to establish the FERA, as an emergency organizaw 

tion to provide adequate relief and to secure the measure ot central con-

trol necessary tor the administration ot a national relief policy. The 

experience has greatly increased tbe demand tor some torm ot unemployment 

insurance and any effort to plan for emergency unemployment in the future 

must have regard to both insurance and relief procedures. 

Unfortunately unemployment insurance promises to develop in the 

same piecemeal way as relief. The state of Wisconsin has passed a law, 

more than one hundred and fifty billa on th~ subject have been introduced 

in other state legislatures, and proposed federal legislation which would 

leave a good deal of latitude to the states is now before Congress. Some 

code authorities and trade associations are giving thought to the estab-

lishnent of industrial systems and a special scheme ia being considered 



tor the railroads. There is a better prospect tor the planning of a 

placement organization through which unemployment insurance must be 

administered. The federal-state employment service provided for by 
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the Wagner-Peyser Act is being organized and in view of its limited 

coverage by reason of the tardy response of the states, a nation-wide 

reemployment service has been established with the federal funns to 

meet the needs of the emergency situation. But a special employment 

service is being considered tor the railroads and other industries may 

follow, especially it they establish industrial schemes ot unemployment 

insurance. On the one hand, the more or lese unrelated phases of our 

current attack by the relief method must be knit together both in theory 

and administrative practice. On the other, it the unfortunate experience 

in our development of a relief system is not to be repeated in unemploy-

ment insurance, there must be better planning of insurance measures. 

But improvement of unemployment insurance and relief techniques 

alone will not sufticeo These two forms of protection muat be planned 

together and their lines ot division and coordination charted in advance. 

They have ·the same objective; each seeks in the interest ot the individual 

and of industry to put a bottom to the decline in incomes and purchasing 

power during periods of unemployment. The European experience suggests 

that unemployment insurance should function as the first line of defense 

and that a well-organized relief system should be available tor the un-

insured and for insured persons when they have exhausted their insurance 

rights. Insurance and relief have a common problem of finance and the 
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transfer of persons and pertinent information between the two systems 

requires transitional procedures at the outer limits of insurance. There 

should be no wholesale dumping of workers by one system upon another as 

was the case in the recent transfer of persons from relief to civil works. 

The two are also linked by their mutual interest in an efficient placement 

organization that can prevent malingering by certifying whether an appli-

cant is genuinely seeking and unable to find employment is willing to 

accept employment at a distance or take necessary training. 

What division of administrative functions shall there be as between 

public and private agencies in both fields? Is the whole field or unem-

p1oyment relief to become more and more the province of the publ ic authori~ 

ties? Are private relief and socia~ work agencies to have a lesser place 

or as the treatment of the problem becomes more specialized will they 

balance their loss in scope with more intensive specialization on the 

functions allotted to tham? So far as the public responsibility i s con-. 
cerned how shall the task be distributed at the different administrative 

levels - local, state and federal? 

But little thought has been exercised in these directions in this 

country. Social workers have paid almost no attention to unemployment 

insurance and placement machinery, and the proponents of insurance have 

not concerned themselves with relief. Certainly these expedients should 

be studied in their interrelationships if they are to be used at all ef-

fectively. 



4 

II. INADEQUATE SCOPE OF THE ORIGlllAL PLAN 

(a) Broad Content of the Recovery Program: Without doubt an in-

tensive study ot the problems ot unemployment insurance, placement and 

relief in their broadest social aspects and in their financial, administra-

tive and functional relationships would yield important returns but a 

nwnber ot considerations suggest that the scope of the investigation should 

be broadened considerably. European experience in the depression has made 

it plain that the availability ot effective nation-wide unemployment insur-

ance and relief systems and national e~ployment services would not have 

been sufficient even as methods of direct attack upon unemployment. MOre-

over, the recovery program in the United States implies widely diversified 

lines ot ettort. Apparently it is based an the following assumptions: 

(1) That in view of the present state of technological advance-

ment and the abundance of natural resources in this country 

it is now physically possible to provide a decent comfort 

standard ot living for all ot our population. We have 

achieved a state of potential abundance which under proper 

management should lead to even greater abundance; 

(2) That there is sanething wrong with an economic systemwhich, 

in face ot these possibilities, ellows poverty and starvation; 

{3} That a reasonable standard or living for all mernbera or 

society is a matter or public interest and to the extent that 

private initiative fails to provide this standard or living, 

it is the function or government to make it possible. 

The recovery program in its original emergency phases and ita growing 
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long-term content contemplates much more than relief, placement and une~ 

ployment insurance organizations. The PWA and the CWA were established to 

undertake a diversified program ot public works to nrovide jobs and incomes 

tor the unemployed in industry and business and the AAA to perform a like 

function tor the agricultural community. The NRA had as a principal ob-

jective the assurance of minimum wages to employees already at work and to 

unemployed workers who were to be absorbed by reducing the hours of work. 

Tbe NIRA and the AAA also provided for the adjustment of production to de-

mand. All these devices sought to effect a redistribution of income that 

would afford the great mass of the population a higher level of consump-

tion and a cozreaponding stimulus to business recovery. The extension ot 

credit to railroads, agriculture, banks and business through the Recon-

struction Finance Corporation, the inflationary aspects of the monetary 

program, the reorganization of the banks and the releasing or trozen de-

posits and assets and the provision for deposit insurance were all designed 

to renew confidence and increase purchasing power. Throughout the major em-

phasis ot the program is the assuring of income through the medium of jobs 

in private industry and, in the measure that industry tails to do so, to 

provide government employment. Public works and civil works ~ply a fl«r-

ible program of public employment that in more normal times may take up the 

alack due to technological or other changes. An~her indirect method, the 

construction ot low-cost houses, power and irrigation projects, seeks not 

only to compensate tor shrinkage in private employment but to make there-

eult~ incomes more adequate by supplying certain needs at more reasonable 

prices. Apparently the sovernment plans to afford employment and supply 

: 



needs not adequately provided by private industry. It does not propose to 

wait tor economic society to effect its own recuperation. 

The Secretary ot Labor has been attempting to make various forma 

ot social insurance a part of the governmental program and t hereby to give 

its emergency relief phase a rr.ore permanent status. In her annual repor t 

Secretary Perkins urges the states to adopt same form or unemployment in-

surance and old age pensions and proposed legislation on both subjects hae 

been introduced into Congress. Certainly such expedients have a logical place 

in the Recovery Program. Social insurance is designed not only to spread the 

burden of social hazards, to provide incomes during the incidence ot such 

hazards and so to protect the persona directly affected, but also to induce 

employers to eliminate the risks ot industry so far as practicable and to se-

cure a more even flow of purchasing power. 

The Secretary ot Labar's advocacy or social insurance is entirely 

concerned with the future and not with the present emergency to which much 

ot the President's policy is necessarily directed. But the President's 

relief progran has its long-range aspects . Whatever social insurances may 

be established they will be on a limited liability basis . Some persons 

will not be insurable and some insured persons will not have sufficient 

protection for their particular needs . There will remain, therefore, a 

residual problem ot relief for the public authorities which calls for the 

continuance ot the FERA on same permanent basis. The relief phase of the 

program also has implications tor greater economic stability in addition 

to its provision of purchasing power. While the premiums tor the social 

insurance may act ae incentives to individual employers to reduce industrial 

hazards in their establishments, the burden of relief may prompt government al 

action to put the socio- economic house in order. Until the federal government 

assumed ita new relief responsibilities little abort of a fear ot serious 
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social disturbance seemed likely to stimulate governmental action for greater 

stability in the economic structure. 

(b) PhiloSOphY of the Recovery Program is the Philosophy of Social In-

surance: These various governmental activities indicate that the United States 

has turned definitely from the view that the individual caught in the interplay 

of economic forces must shift for himself, to a conviction t hat our society 

must protect ita rr.embers not only for humanitarian reasons but in order to 

assure its own survival. It is now accepted as a primary duty of the govern-

ment to make such adjustments in the present econooic system as will yield a 

~ better distribution of income and a production activity commensurate with de-

mand. This new social philosophy has been accepted under the impact of a 

tidal wave of unemployment which has deprived one-third of the population 

ot their·meana of livelihood, has depleted the incomes of another third at 

least, and has thereby impaired the operations of the national economy end 

shaken confidence in the effectiveness of our national institutions. Trans-

lation of this viewpoint into action has necessarily been mainly in the 

direction of relieving the enforced idleness of a national economic crisis 

by emergency procedures. 

The social insurances are an earlier expression of the philosophy 

that has been born1 in America of the depression. In t he latter half of the 

nineteenth century the philosophy of laisaez- faire steadily gave way. While 

the capitalistic economic system and its institutions were accepte~ as de-

velopments in an organic growth of society, there was increasing recognition 

that individuals through no fault of their own were bound to suffer trom 

hazards inherent in the system and that they could not wait for the basic 

maladjustments to right t hemselves through the forces making for equilibrium. 

A8 has been said, "The forces work themselves out in the long run and the worker 

must live in the short run. " 

Increasing industralization towards the end or the century and ita 
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concomitant insecurity for labor brought a larger acceptance of this view-

point. Then began a period of trial and error with various forms of social 

insurance and today most European countries have established insurance 

systems for unemployment, sickness, old age and accidents, together with 

some protection against long hours and sweated wages. In the Uni ted States 

due to a combination of circumstances the spread of this philosophy and the 

development of social insurance were retarded and the country entered the 

depression with little or no protection for its workers against unemployment 

or unemployability in their various for.ms, although a large number of billa 

introduced in state legislatures and in Congress in recent years indicated a 

rising public opinion in favor of social insurance. During the depression 

relief workers have not only given greater recognition to the social insur-

anee philosophy but they have been carrying it into the relief field . 

Social workers are asserting that unemployment relief should be shorn of ita 

old poor law conceptions and should_be regarded as a prolongation or broad 

extension of unemployment insurance and as an adjunct to placement service. 

They urge that such a viewpoint is needed in the interest of a new psychology 

and greater dignity in the dispensation of relief. This seems almost identi-

cal with the position reflected in recent unemployment insurance practice in 

several countries which grants those who have come out from unemployment in-

surance a better relief or welfare provision nearer to the insurance and 

placement systems than is allowed to others. 

Now that the administration has embarked upon a policy of providing a 

larger measure of economic security, the social insurances and their eoncom-

itant relief measures which have been demonstrated in several countries as 
and 

agencies tending to steady individual incomes/to regularize the wages stream 

in the natione.l income must be given a place in the program. 



III. PROPOSID SCOPE OF THE STUDY 

(A) Phases of the Recovery Program Germane to the Study: Accepting 

social insurance as withln the present governmental program, that program 

falls into tour parts: 

1. The attempt to bring about a healthy functioning of the economic 

system. 

by providing favorable conditions for private initiatiTe, 

by inducting private business to co-operate in establish-

ing such conditions, 

a . 

b. 

e. by regulating private business, 

d. by supplerenting private business when and where necessary 

for the public good. 

2. Providing jobs to supplement the jobs offered by industry. 

3. The proTision for social insurance against hazards, 

a . by industry, 

b. by governmental agencies. 

4 . The residual problem of relief. 

It is obvious that while unemployment insurance and relief are tmpor-

tent devices for implementing such a program, they have well- marked limitations. 

Unemployment insurance can be utilized only for persons ordinarily employed by 

others and who are able to work and are genuinely seeking employment. It does 

not cover the needy self-employe~, nor children under the working age nor any 

subnormal or unemployed group such as the sick, the aged, the temporarily or 

permanently diaabled. nor can such persons be rightly considered as within 

the scope or emergency unemployment relief for they are always present in the 

community in large numbers. In the midst of higPer taxation and government 

borrowing for unemployment relief, we have been constantly reminded of the 

financial needs or the established agencies, the hospitals , clinics, homes, 
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and other relief institutions, public and private, that care for the poor of 

these classes. The financial resources available for the purpose must be 

spread over all the groups, e~loyable and unemployable. The needy aged 

cannot be left in want while relief is provided for the able-bodied unem-

ployed. Accordingly, it will be well to look beyond unemployment insurance 

and unemployment relief and their interrelations to the whole field of social 

insurance , especially as most of the risks of enforced idleness are susceptible 

to the insurance approach. 

The study here proposed should take cognizance of all four parts above 

indtaated, but only the three parte dealing with provision of j obs, social in-

surance and relief are properly within its limite. The monetary and financial 

problems, the agricultural problem, planning for industry, the international 

problem, all have their bearing upon jobs and unemployment. Efforts in these 

directions have as their purpose the smoother functioning or the economic sys-

tem and a planned co-ordination of supply and demand. Successful exper 1menta 

in these fields will make for fewer hazards and will facilitate the financial 

administration of any program tor protection of the workers, but they are 

beyond the scope of a study such as this. It is suggested that the emphasis 

in the proposed study should be on provision for j obs to which should be 

attached contractual incorr.es so as to provide the necessary insurance against 

economic hazards and the individual worker with a high degree of security and 

hence of economic freedom throughout periods of unemployment as well as ~ployment. 

(B) Place of Social Insurance in the Study: In any such study the social 

insurances must have a large part for the advantages of the insurance over the 

relief procedure in promoting the ends here suggested have been demonstrated. 

Insurance spreads the costs in time and in society and so has generally per-

mitted more adequate provision than relief and with more convenience to all 

concerned. Since the benefits are contractual they can be administered more 

easily, impartially and wi tb greater dignity than relief payments conditioned 
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on,d.nvestigation of the applican t• s need . Not only are the paymente larger 

but they can be distributed to a greater proportion of the population, a 

marked advantage for a policy of effecting a mare even distribution of 

income. For these reasons insurance has proved more aavantageous from 

both the individual and social standpoints. Accordingly, the typical 

evolution of trea~ent has proceeded from relief tor ell in need to one 

torm of social insurance after another for the insurable groups . To the 

extent of the resources of the insurance sche~ee, the insured persons 

have been lifted out of relief coverage, but in the measure that insurance 

has proved inadequate in ~ount or duration the insured have remained in or 

reverted to relief. As the British Royal Commission on Unemployment Insur-

ance said, "Relief has been the residual legatee. " A policy of redistribu-

tion of income must, therefore, have regard not only to unemployment relief 

and insurance, but also to all the social insurances. 

It is gener ally recognized in Great Britain that the social ser-

vices have had a large part in bringing about a redistribution ot income 

that not only has greatly mitigated poverty, but has maintained purchasing 

power on a relatively high level during the present depression. Tbe Liberal 

Industrial Inquiry est~ted that the benefits which the average working 

class family derivea fran the different forms of public expenditures add 

about 14.7 per cent to their income if employers' unemployment insurance 

contributions are taken into account . The new survey of Life and Labour 

in London finds a general improvement in labor conditions since Booth 's 

survey of the nineties. It is estimated the t skilled real wages have im-

proved by 14 per cent and unskilled by 28 per cent between 1890 and 1930. 

The report states that: "There appears indeed to have been a general level-

ing up of wages with the consequence the t liability to severe poverty has 

been reduced even more than in proportion to the increase in reel wages." 
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The British workman seems to have :fared rela:fii vely well during the 

depression. The Director of the International Labour Office estimates that 

the purchasing power ~:f the wage-earning population shrank by 48 per cent 

in the United States, by 20 per cent in Germany and 19 per cent in Italy 

between 1929 and 19~. In Great Britain the shrinkage in money wages 

amounted to 7 per cent between 1929 and 1931 and probably to about 10 

per cent between 1929 and 1932. There can be no doubt that in achieving 

this condition in Great Britain, her whole system o:f social insurance has 

played an important part. 
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(C) Essential Unity of the Social Insurances Precludes Separate Treat• 

ment: The ditterent types ot social insurance have developed separately and 

are only beginning to be considered in their interrelationships. They are 

all designed to give protection against some term ot unemployability or 

unemployment; old age pensions for the unemployability incident to advanced 

age, wcrkmen's canpensation for unemployability due to work accidents, health 

insurance tor unemployability on account of sickness and unemployment insur-

ance tor unemployment consequent upon the employer's inability to give work. 

It any one ot these different risks is unprovided tor, it results inevitably 

that a part of its coat will be thrust upon the protecting systems estab-

lished for the others . Wnen the system ot sickness insurance in Germany 

was finally paralleled by a plan ot unemployment insurance, expenditure on 

sick benefits was considerably reduced. This principle is evident even in 

the limited American experience. Latimer tound in his study ot industrial 

pensions that "the number ot pensioners i~ome American companies r ose by 

almost 50 per cent 1n the single year 1931, and in all companies by probably 

14 per cent. In short, with unemployment increasing during the depression 

many workers w~re pensioned who would have been placed on unemployment benefit 

it such a system had been in existence. 

There can be no doubt that the workmen's compensation systeDJS ot the 

states are burdened with costs that should be provided for by other ~tective 

schemes. Some physicians are loath to declare an injured employee as again 

fit for work and no longer eligible for accident benefit when his job has 

disaP.Peared or the employment it offered greatly reduced during the period 

ot his recovery, especially when there is no •1stem ot unemployment insurance 

to which he can be transferred. 
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Again when an unemployed workman seeks medical care the physician 

distressed by the worker's need and the absence or social provision against 

unemployment due to lack or work, may be inclined to give his patient the 

benefit or the doubt and attribute his illness to his occupation or a past 

accident. The Comadttee on Workmen's Compensation of New York State in its 

recent report to Governor Lehman said,"In occasional instances diseases 

which have occurred three or more years after an injury have been wrongly 

attributed to the injury or occupation." And again-- "Physicians have 

occasionally conspired with the injured workingman to obtain compensation 

tor htm tor a longer period than his injury warranted.• 

It health insurance bad been available many of these cases would 

have been shifted from the workmen's compensation to the health insurance 

system. It is evident that while the unemployment and unemployability have 

their special phases each ot which shoulqhave ita appropriate form ot pro-

tection, same part ot the burden of costs attributable to the unprotected 

risks will be carried by whatever insurance may have been set up. This 

condition points again to the inseparability ot the different aspects ot 

the problem and the necessity ot a unified attack. 

The public employment service has as its primary function the mini• 

mizing or the risk ot lack ot information or ot misinformation about oppor~ 

tunities tcr workers seeking employment or employers in search ot workers. 

It is related to all the social insurances and relief agencies, public and 

private, except those dealing with the permanently disabled, and they cannot 

be effective without recourse to an efficient placement organization. The 

service must receive and place workers who have been under relief treatment 

as they qualify fo~ the labor market and must direct to the agencies workers 



15 

who for one reason or andher are seeking insurance benefits ar relief. 

In all measures of social insurance and relief it has tbe unique 

function of testing the applicant's willingness and ability to work. No 

criteria of need may enter or the confidence of employers in the ability 

of the service to supply competent workers wi ll be weakened. It is quite 

possible that the conception of wark relief will be entirely abandoned and 

that capable workers for whom private employment is not available will be 

given employment on public works at the customary wages with the employment 

service responsible for testing, hiring and placement. In that case the 

employment service wi ll become the agency for transferring workers from 

industry to insurance and relief agencies as private employment declines, 

then to expanding governmental employment designed to compensate for the 

shrinkage and finally back to places in industry as recovery takes place . 

For a number of years there baa been discussion of control of the 

flow or credit by the Federal Reserve banks as a method of reducing the 

swings of the business cycle, but until recently the fact that the agencies 

for the collection and disbursement of social insurance funds might play a 

similar part lias been generally overlooked. Such discussion as there has 

been has dealt entirely with unemployment insurance. Proponents of unem-

ployment insurance in this country have urged that contributions to an in• 

surance system would tend to reduce the swings of the business cycle. In 

the prosperity phase of the cycle a proportion or the contributions col-

lected from employers or employees or both would go into reserves and to 

that aame extent would act as a brake on the expansion of business. In 

the depression phase disbursement of the reserves of the insurance fund 
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in the form of benefits would have a bu,ant influence on consumer purchas-

ing power and emplo~ent. It was assumed until quite recently that this 

transfer of purchasing power from booms to depressions could be easil y 

effected but sane recent exploration ot the theoretical aspects of 

the problem has revealed that the transfer of purchasing power in time will 

necessitate the eevelopment of a new technique . 

It a plan of insurance were designed to give protection mainly against 

cyclical unemployment, and the trend of thought in this country is in that 

direction, large funds might be accumulated especially in the fortunate 

event that the plan were initiated early in the prosperity phase of the 

cycle. Manipulation of this body of credit might be quite as important as 

any federal reserve activity in the same direction. It has been estimated 

for one hypothetical nation- wide plan of unemployment insurance that in the 

seven- year period 1923-1929 1 a surplus reserve of $3,900,000,000 would have 

been built up. As against this, the entire reserves of all banks in 1928 

amounted to $3,100,000,000 and of federal reserve member banks, v2,300,000,000 . 

Accumulation of reserves for social insurance such as workmen's 

compensation and health insurance would be in lesser volume t han in the case 

of unemployment insurance, since percentage of injured or sick persons in 

the total population does not fluctuate widely from year to year as does 

the proportion of unemployed . On the other hand, the reserves for a system 

of old age pensio ns would increase steedily for several decades . If the 

funds of the several plans could be pooled under central control, a much 

larger body of credit would be made available for any effort to reduce the 

swin~ of the business cycle. 

Pooling of the fUnds of the different insurance systems would have 

the further advantage thet the actual total cash reserve at any time could 



17 

safely be considerably less than the total of the individual cash reserves 

that would be necessary if the seYeral funds were kept separate. Pooling 

would permit mutual accommodation among the different systema in meeting 

their cash requirements. From this standpoint the social insurances 

should be considered together. In so far as there may be effort to reduce 

the swings of the business cycle by control of the supply of credit, the 

insurances must be regarded as a single control device. 

The history of sooial insurance abroad and our own meagre exper-

ience show that the different systems have evolved slowly and separately as 

public attention has concentrated on one form of economic insecurity after 

another. 'Ib.ey bear the impress of the circuna tances present in the differ-

ent stcges of their development , of changing political, economic and 

social conceptions and of the varying influences of conflicting interests. 

Accordingly there exists in any one country a number of more or less inde-

pendent schemes for insurance against such risks as unemployment, sick-

ness, old age, accidents, invalidity and death. Generally, these plans 

constitute a highly complicated legislative apparatus, their administra-

tion often is di:ftioul t and expensive, and usually there is much over-

lapping and lack of coordination between them. In Great Britain, for 

example, each individual insured against several risks must come moon-

tact with a variety of organizations. Workmen's compensation is adminis• 

tered by proprietary insurance c anpani es, mutuel insurance eompani es and 

self insurers, old age pensions by the Post Office, health and maternity 

insurance by approved societies, unemployment insu~ce by employment ~x­

changes, trade unions and other aporoved societies. It is inevitable 

under these conditions that persons who rightfully deserve benefits are 



deprived of them because of the complexities of the procedure. 

In Great Britain also compulsory health insurance functioning along-

side voluntary workmen•s compensation may result in lack of protection to an 

injured worker ~hos~ accident is not eligible tor treatment under health 

insurance and against which he is not insured under workmen's compensation. 

Unecplo~ent may so deplete a worker's income that he is unable to continue 

his contributions to sickness insurance upon which his right to benefit de-

pends. If the worker is not covered by unemployment insurance he is then 

lett unprotected against two risks. In fact, the lack of protection against 

one risk throws the cost on the insured risks. The reliet agencies, band-

ling the problem ot cyclical depression, have without doubt been burdened 

with the relief of old age and illness. ~reover, it is difficult to aegre-

gate the various risks so that each may be treated independently. Just where 

illness becomes invalidity, or an accident becomes invalidity often cannot 

be discovered. Whether an unemployed person of 55 should be eligible to 

benefits trom an unemployment tund or an old age pension system depends 

more upon what insurances exist than the logi~ot the situation. The 

interrelationships of the financial schemes ot social insurance also con-

stitute a problem. The burden of old age 1n a period of industrial unem-

ployment may be thrown on the unemployment relief or insurance scheme and 

help to deplete its resources at a time when they are needed tor other 

pur~osea. The lack of protection against one risk means th~ ordinarily 

the existing schemes may beaarrying much of its cost. 

The need for removing the deteets due to the absence of a unified 

plan first appeared in countries where social insurance has been most hign-

ly developed. This problem baa been seriously discussed in aevAral oountriea, 

especially in Czechoslovakia, Great Britain and France, and was raised in 
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Germa~ almost ~ediately after the introduction of the schemes or insur-

ance against sickness, invalidity, old age, and death. In 1889 and again 

in lt03, when amendments to the Invalidity Insurance Act and to the Sick-

ness Insurance Act were being considered, the Secretary of State for Rome 

Affairs made statements such aa the following in the Reiohstag: 

I consider that, from the theoretical point of view, there is no 
doubt that the demand for the canbination of the three social iJl .. 
st i tutions (accident, sickness, and invalidity and old age insur-
ance systems) is tully justified. I believe it may also be ad-
mitted that this triple subdivision of social legislation would not 
have taken place if it had been within the power or one man to 
create the legislation tor thie powertul organization in all three 
directions at once and to put it into practice. The existing sub-
division is in my opinion merely the outward result or the gradual 
chronological development of the whole field of social legislation. 

1 

I believe, however, that the future tendency or social legislation 
must be towards the fusion of the laws on all three social reforms 
in a single workers' welfare act, end then it will also have to be 
decided how such 8 rnified system for the welfare of the workers 
is to be organized. 

Richard Freund, "A Plan for the Reorganiz.ation or Social Insurance 
in Germany" in International Labour Review, Vol.ll, ~anuary, 1925, p.5. 
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The same diajointed development of the social insurances is under 

way in the United States. The lack of planning for coordination as between 

relief and unemployment insurance, already mentioned, is also evident with 

~espect to other relet~ measures. The federal-state employment service 

provided for by the Wegner- Peyser Act is being organized. during the depl'ess ion 

and its limited coverage has forced the establishment of a nation-wide re-

employment service to meet the emergency situation. A special employment 

service for the railroads is being considered and other industries may follow, 

especially it they establish industrial schemes ot unemployment insurance. 

In this field thEre must be planning tor nation-wide employment service cover-

age and for integration of the employment machinery with the administration 

ot unemployment insurance whether by states or industries and with unemploy-

ment relief. 

A parallel situation exists with respect to old- age pensions. State 

laws are beill8 enacted on differing bases and perhaps five hundred industrial 

pension systems are in existence. The pension procedures of the railroads are 

due for drastic revision and the few trade union pension plans are doomed to 

failure. In so far as these pension plans are ineffective the burden of needy 

old age must be borne by relief and the interrelations of the two procedures 

should be re~ognized. 

Provision for the unemployed on account of sicknesa is still confined 

to relief so far as public action is concerned. Some voluntary schemes ot sick 

benefits have been established by employers and trade unions but the great 

majority of needy sick persons muat depend upon public or private relief. 

Specialized insurance treatment in this field is inwitable but any such pro-

cedure must be knitted to a relief technique so that sick persons beyond ita 

borders will be provided for. 



Daring the early years ot tne nineteenth century, reaolutione were 

passed b,y different organizations in and eleewhere, advocating the 

unification of social insurance. Although it appearecl that there wa1 a stroD8 

movement in this direction, little progreaa wa1 made, even in Germ~. The 

Gennan Imperial Ineurance Code and the :Sri tilh National Insurance Act, both 

palled in 1911, were attempt. at unitication. The German legislation un1 ted 

invalid! 1i¥ and death insurance, while the English law combined Bicknell and 

invalid!~. In 1922 the Soviet government peeled the tiret lingle and com-

prehensive 1ocial insurance law and attempts at unification were made by 

Yugoelavia in 1922 and cseohoelovakia in 1924. In A,pril, 1930, the French 

Parliament final~ paaaed a rather comprehensive eocial 108\lrance law, but 

it emitted ccmpn.l.sory unemplo;yment insurance. 

Some measure of integration of the social services exiltt in variou.a 

coantriee. In Germaey, for example, the unemplqyment insurance ineti tution 

pa,ys tne contributions of u.naDplqyed mebere to other social 1ervice1 in which 

the7 are insured, In Denmark and Germany, the sick funds collect their own 

and the unanpl~ent oontributions and thus decreaee adadnistrative expen~e. 

In Belgium the unemployment insurance societies, which former~ were permitted 

to pay onl.Y unemplo,yment bene:fi ts, ma,y by a recent pro.iaion aleo pay old age 

pensions to their members. Instances such a a this could be mul tipliecl• thq 

indicate that the growing compl ed ty or modern social inati tutions baa already 

forced some meaaure of integration anong the social services. In 1923 an 

ioierdepartmental committee in Great Britain considered ~e .ubltitution of 

one record for the two now u1ed by the health and unEmplQ;Yment insurance tunds, 

tor the same twelve million persons are insured against sickneu and unsnplqy-

ment. It was agreed that a tremendous saving woa1d be effected it only the 

recorda, supervision of stampa and individual records of the two eyataae 

could be amalgcated, but a1 yet no such reorganiza'Uon hal been made. 



It is evident that the proceea of epecialization that has 

been noted in the hiator,y of relief in older indus~rial countriea ia 

UDder w~ in the united Statos. Specialised relief treataen~ is being 

provided more and more !or such groupe aa widowed mothers, the nee~ 

aged, homeless men and children. Specialised inmrance practice hae 

been established qy moat of tho etates and the federal government for 

persona injured in induat~, and ~ieconein has adopted the in~ance 

technique !or the unamplqyed. It hae been suggeeted that a plan o! 

social insurance and relief !or the United States should have two main 

divieiona and two eeparate adainietrationa: (1) a 111tan of assistance 

eupported !rom public ~nds and a<D.iniaterecl by the social work pro!ee-

eian; (2) a eystEIIl of social insu.rame and regulator;r measures financed 

in large mesSilre qy the parties in induat:ey and adm.inistered by the 

federal and a tate depar1ments of labor. But deepi te the opportuni V 

for plann1Dg preaen~ed q, our l~ited development in this field, little 

or no perspective has been attained on the conatruotion of a unified 

system and its aaninis trati ve scheme. 

While the present depression has interrupted ~ legislative 

activity designed to unity the social ae"icea, it has emphasized the 

interrelationships of the exieting organizations. The resources ot 

all the social insurance tunds were diminished by reason of the reduc-

tion in the payrolls upon which contributions had been baaed re8Q1ting 

from unemplqyment and wage outs. At the eame time, the expenses of 

these institutions increased, for persona who bad e~austed their 

right to unempl~ent benefit applied to sickness insurance for support, 



while privation attendant upon unemployment diminished reaistance 

to disease and increased the outl~ for sick benefits. Workers of 

advanced age who had lost their employment feared they would neTer 

secure another job and made clai.Ju to imalidi ty insurance. Prolonged 

and wiaespread unemplqyment destra,yed the yer,y basis upon which all 

the social insurances had been built up -the actiTe employment of 

the great majority of the wage-earning population during most of the 

year. A ocmprehens1Ye and integrated system of social insurance caTer-

ing all the rialcs to which the indiTidual ia exposed would reove ma!l,T 

defects of the existing scbaftea euch as seTeral OTerlapping admin-

istratiYe bodies~ hign administratiTe expanse and inadequate cOTerage. 

It is submitted that from bo~ the indiYldual and social 

Tiewpointa, the proposed study mu.at be concerned chiefly with the 

problem of protecting the wage earner by relief and ineurance methode 

against all the hazards of unemployment or unemployability. The pr..., 

aent social outlook in this conntry adopted under pressure of the an-

forced idleneaa of the depression and the reeulting action against 

~ergency unemplqrment would have been equal~ Justified for an attack 

upon the continuous hazards of unemployment or unem.ployabili ty attri-

butable to accidents, sickness, adTanced age, technolqgical change, 

or diaorgani zation in the lebor market. Boweyer, '\heae forma of unem.-

plqyment do not normal~ inTOlYe a maJor proportion of the population 

at one time and hence lack the dramatic intenei V of depreaaional un-

amplqrment in forcing social action. Enforced idleneaa from these 

miscellaneoua cauaee, if oumula ted dllring the apan of an indiYidual 

life, may exceed the more obyiou.s loat ti.m.e of depresaione. The social 

oonse~uences of these risks are leas aeri~e only qy reaaon of their 
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greater dispersion in time. To the wage earner all 1\)rpee of unem.pley-

ment or unemplCJ1"abil1ty are identical in that they mean ceeaation ot 

income and depletion of eaTings. The ooet imposed by the incidence 

of 8.1\Y lingle hazard narrows the indi Tidual' 1 margin of eecuri v against 

them all. These m.a.ey differing factors are expreaeed in personal econ-

omic in.eeourity with its attendant fear and anxiety. From the stand-

point of the common welfare, the Tari~e forme of unemplqrment baTe an 

eeaential unity in that all inTolve decline in purchasing power with 

unfortunate consequences for the eoonanic structure and the etabili~ 

of eocial insti~tiona. Consideration of the indiTidual and the gen-

eral good demands an alignment which confronts all the riake of unam.-

plqyment or unemployabiliV at once. 

IV. PABSP:S:TIVE OF TliE SroDY 

In ~ effort to proTide greater weouriv againet unemploy-

ment it is impoeeible to isolate the problem of unemplo,yment and ita 

relief from wagee, unampl~ent inauranoe and all other forme of social 

ineuranoe. Fr<m the poin ta of Tiew of the worker, induatry and society, 

the planning of unemployment insurance and relief muat be part of a 

larger plan for economic eecuri~. 

•· :rran the .orker 'a Poi.nt of View 

From the point of Tiew of the worker econ0111.ic security means 

an ••~red real incane. This inTOl"Yel not only an adequate wage in ~e 

present, bu.t adequate income throughout hie life, including periods of 

disability through accident or sickness, periods of unempl~ent, and 

old age. 



Since aecuri ty against eocial haurde m~ take the form of 

wagee, social insurance, relief and the remOYal of the actual hazarde, 

1 t ie not only neceaaaey to coneider these rEIIlediee together, bu1i to 

aaaign the part each ahould take in a well organised plan. Higher 

wages and lower insurance fU3 lea-we more initiati-we to the worker in 

the epending of hie inccme but aleo may axpoae him to the unforeseen 

hazarde of the econCIIIlio system or hi1 own bad fortune. Seasonal workers 

mq be compensated in part qy higher wages than tho n of the workers 

at leea seasonal jobs or they mq be oompenaated ~ unemplo;ym.ent in-

surance, or by a ccmbination or both. 

PrEIIliuma on old age pensions me.,y be paid b.Y the workers out 

of their wapa or b,y the emplo;rers, tbue adding to the income receiYed 

by wagea, or by contribations !rem both. Similarly, 8ickneaa and 

accidents m~ be proYided for by the worker himaelf, or pre•entiYe 

measures paid for b.Y industr,y or the public may be establiehed, or 

there ma.y be eocial insurance or a ccmbinati on of all three. Row shall 

unemplqyment due to old age be dietinguiehed fra.m these forme of un-

employment? 

B. From the POint of View ot Indue Uz 

From the point of Yiew ot indue try, all paymente pro•iding 

for the aeourit,y of the worker muet be conaidered ae part of the labor 

coat of production. The problem of the Elllployer iB to turnish jobs 

and p~ the labor coats which Will proYide the desired atandard of 

lhing• how to readjust his IJ3'Btem of wage p-.;ymenta and hie hours ot 

work eo aa to include all the various forma of inuarance and yet not 

increase hia labor ooate beyond what the industry will bear. It em-

braces the prebleM of the age of the workers alreaQy in the industry, 
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the ~e of. those to be hired, and of those to be retained; the problem 

ot greater rationalisation and mechanization, the problems of administer-

i!l8 the various forms of social insurance eo far ae that taak may be 

~poaed upon industry, the maintenance of adequate wage standards, 

maximum hours and the stabilization of indastry to reduce unemplqy:ment. 

The tact that unemployment insurance must be thought of as 

part ot the wagea problem makes it neceeeary to consider the a&nin-

ietration and organization of social insaranoe in rel~tion to the 

philoaopb3 of the BllA· Since oompetUhe oondi tion.s throughout an 

in~stry are equalised under the code qy setting wage etandarde and 

hours of work, it becomes neceaaaq to conBider the effect of different 

plana for social insurance upon th.e coapetithe oonditi0l18 w1 thin the 

indutry. For example, should the code tor ooal provide for unemploy-

ment insurance and old age penBi ana, etc., in addi t1 on to 1 te pro-

via ion for wages and hours of work or can atate or federal plana for 

social insurance be eo organized aa to preserve the principle of equal-

ized competitive conditione? At present a unified plan ie under con-

aideration for the railroad industzy, and the United Mlne Workers are 

working for unemplo;yment insurance and reduction of hours of work 

and such conditions ae might well lead to the development of ~ch a 

unified plan.. 

A number of .:uestions are presented when the problem is con-

sidered from the point of view of labor coat. What ayetem of a~­

ietration, industrial, atate, or federal or a combination of these 

three can beat carry out the principle of equalised competitive labor 

coeta? In a deoliniDg indaatry, shall the industry bear the whole 
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burden of this new type of labor costs or, if not , what adjustments 

ehou.ld be made to relieTe the industry? To what extent should old 

age pensions be considered as pert of labor coste and therefore be 

borne b7 indo.stry? HOlr ahall the insurance coste be •o adjusted as 

to make a fair distribution of the costs between industries! These 

are only sane of the questions that arise when the problem is con-

sidered from this point of Tiew but they make plain the necessity 

of considering the problem in relation to present and ~ture prOTi-

sion for minimnm wages, maximum hours, collectiTe bargaining, trade 

union agreements, and the like. 

c. Frcm the .Point of View of SociaV 

\'Jlen the problem is approached from. the Tiewpoint of the 

economic welfare of socieV it has eyen broader ~plicstions. Here 

the distribution of the national income stream both with respect to 

1nd1Tidual recipients and with respect to time is the principal con-

cern. Presumably the aim of aey plan for security shOil.ld be to effect, 

on the one hand, a fairer di stri bu tion among the indi viduale compos-. 

ing society, and, on the other hand, a more stable flow of income 

over a period of time. 

Allocation of the burden of insurance and relief must be 

considered in respect to the abilities of industry to bear the ba:rd.an, 

in respect to the effect upon production, and the redistribution of 

income which it will bring about. To what extent can induetey be in-

duced or coerced to furnish incaaes adequate for the desired standard 

of living? To what extent should the burden be borne b1 general taEA-

tion, by industry, and by the workers themsell'es? In this lat"hr oaee 
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it eervea only to make a redistribution cf income among the work-

ing group for the purpose of equalising the burden o~anplqyment, 

accidents, and other hazards. 

To what extent, how and when ahall gover~ent offer anplqy-

ment to ~pplement private Qnplo~ment? Row shall such emplo.y.ment be 

financed and what parts shall be taken by federal. atate and local 

gover.nments? To what extent and by what methode should private relief 

agencies supplement the incomes provided by induetr,y end government? 

In~rance and relief fUnds must be considered in relation 

to monetary and financial policies of government which aim to bring 

about a stable flow of income. If reserves are built up to meet amer-

genciea, might not the administering of these tunds prove a atumbling 

block in the ·~ of monetar,y control by some other departnent of govern-

ment? Shall all the ~ds be under one control, eo that they can be 

a~inietered in such a fashion as to further the policies of the 

federal government in respect to stabilization of prodQotion and 

stabilization of the price level? From the point of view of productive 

activity, employment and industrial welfare of the nation, to what 

extent shall the funds be expended on publio works or civil works 

projects, and to what extent is relief expenditure preferable? UDder 

what circumstances is a policy of governmental borrowing preferable 

to taxation or to building up of reaervea? ~bat methods of taxation 

are to be advocated? 

;bat limits do considerations of coat impose upon the develep-

ment of a program for the provision of regular individual incanea 

through wagea , social insurance and relief? Shall the evolution 

towards central government control that haa been under ·~ in this 

field be accepted as inevitable in view of the financial and aaminM 
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iltrative inability of man,y local and some etate goverlll!lllnte to cope With 

the r elief problem? Do the tax limitations upon local and state govern-

ment and their inability to greatly reduce expenditures afford little 

encouragement for their taking effective parte in this prograM? £re 

the ocate likely to be of such dUnensiona as to neceeaitate that the 

major burden of the financing shall be aaswaed by the federal govern-

ment in view of ita greater freedom from tax limitation and ita greater 

borrowing power? 

It an integrated PQblic financial policy is neoessar,y for 

the su.cceas of su.ch a progrsn what shall be the parte of the different 

governmental unite, what financial methode shall be adopted, and what 

shall oe the u.l timate incidence of the taxation involved? Can the 

problem be ao broken down that the coat of one section aa, for example, 

the unemployablee, lila¥ be placed on the local and state governments 

and the burden of qyclical unempl~ent upon the federal authorities? 

What system of administration should prove beet for relief 

and insurance fu.nds? Shall we continue the process of lifting the 

relief function from a local to a state and federal etatas, and if 

ao what relidual shall be left to the looalities? Is the problem 

of relief of au.fficient general concern to juetit,y a highly central-

ised control of policy and aaninistration, and if au.ch is in the 

national interest oan it be achieved against the strong etatea' rights 

tradition in theee matters and the desire of etate and local govern--

mente to participate in the P\1blic employment afforded? Can the 

1tate and local goveranents be utilized ae administrative agents o£ 

a national policy in this field? Would ~oh a procedure be feasible 
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unless the states and localities were required to contribute to the 

ooete eo that th~ would not waste federal tunde ? Could the etate 

and local governments be more effective aa administrators of a national 

policy if the national agenqr were not a fe6eral government department 

but a aep~rately eatablished nonpolitical authorit,r ae hae developed 

in Belgium after a long and uneatiafactor,y co-operative arrangement 

with the local governments? In view of our relatively untrained civil 

aervioe would it be desirable to veet administrative authority in a 

national organization of anplo,yer and emplo,yee representative• oon-

stituted for the purpose with no direct participation by atate and 

local governments and with no federal government participation other 

than by way of eupervieion or minori" repreeentation? 

D. ObJectives 

To fonnulate an integrated program designed to yield a larger 

.. a~re of security against unanplqyment in the broadest sense of the 

term for the American wage earner and indirectly to other groupe through 

wages and hours policy, social insurance and relief, and to suggest the 

reaponeibilitiee of the parties in indust~, the federal, state and local 

gover.nments, and private relief agencies. 

To devise a plan of a~iniatratlon for BQch a progr.m. 
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