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Dear Mr. May:

Enclosed you will find a copy of the memorandum I have pre-
pared on the proposed study "Planned Protection Agni;:it Unemployment"
which you, Mr, Givens and I have discussed. I think you know that a
second meeting of the original group with which the project was dis-
cussed has been called for April 9, in Washington. After the discussion
in that meeting, and in order to incorporate certain further material of
my own, I shall prepare another edition of this memorandum and will for-

ward you a copy.

Sincerely yours,
%.7 M@LU'-Q.A_/—'

Bryce M. Stewart

Mr, Stacy May
Rockefeller Foundation
49 West 49th Street
New York,N.Y.
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PLANNED PROTECTION AGAINST UNEMPLOYMENT

A STUDY OF PUBLIC ADMINISTRATION AND SOCIAL POLICY

I. ORIGINAL PLAN FOR THE STUDY

The study here proposed was at first thought of almost entirely in
terms of the more immediate measures for dealing with emergency unem-
ployment, primarily unemployment insurance and relief, The need for con~
structive thinking in this field is quite evident. After four years of
depression the breakdown of the reguler agencies, public and private, and
the disjointedness and general unpreparedness of our attack upon the re-
lief problem of the emergency stand revealeds It has been necessary for
the federal government to establish the FERA, as an emergency organiza=
tion to provide adequate relief and to secure the measure of central con=
trol necessary for the administration of a national relief poliey. The
experience has greatly inereased the demand for some form of 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 reliefs. The state of Wisconsin has passed a law,
more than one hundred snd fifty bills on the subject have been introduced
in other state legislatures, and proposed federal legislation whieh 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-

lishment of industrial systems and & special scheme is being considered



for the railroads, There is a better prospect for the planning of a
placement orgenization through whieh unemployment insurance must be
administered. The federal-state employment service provided for by

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 funds to

meet the needs of the emergeney situation. But a speecial employment
service ig being considered for the railroads and other industries may
follow, especially if they establish industrial schemes of unemployment
insurance. On the one hand, the more or less unrelated phases of our
current attack by the relief method must be knit together both in theory
and sdministretive practice. On the other, if 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 technigues
alone will not suffice. These two forms of protection must be planned
together and their lines of division and coordination charted in advance.
They have the same objective; each seeks in the interest of the individual
and of industry to put & bottom to the decline in incomes and purchasing
power during periodh of unemployment. The Buropean experience suggests
that unemployment insurance should funection as the first line of defense
and that a welleworganized relief system should be available for 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



transfer of persons and pertinent information between the two systems
requires transitionsl 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 eivil works.
The two are also linked by their mutual interest in an efficient placement
organization that ean 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
publie and private agencies in both fields? Is the whole field of unem-
ployment relief to become more and more the provinece of the public authori-
ties? Are private relief and social work agencies to have a lesser place
or as the treatment of the problem becomes more specialized will they
balesnce their loss in scope with more intensive specialization on the
funetions allotted to them? So far as the publie responsibility is con=-
cerned how shall the task be distributed et the different administrative
levels - local, state and federal?

But little thought has been exercised in these direections in this
eountry. 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.



II. INADEQUATE SCOPE OF THE ORIGINAL PLAN

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

tensive study of the problems of unemployment insurance, placement and
relief in their broadest social aspects and in their finanecial, administra=-
tive and functional relationships would yield important returns but a
number of considerations suggest that the scope of the investigation should
be broadened considarably; European experience in the depression has made
it plain that the availability of effeetive nation-wide unemployment insur-
ence and relief systems and national employment services would not have
been sufficient even as methods of direet attack upon unemployment. MNore-
over, the recovery program in the United States implies widely diversified
lines of effort. Apparently it is based on the following assumptions:
(1) That in view of the present state of technological advance-
ment and the abundanee of natural resources in this country
it is now physically possible to provide a decent comfort
standerd of living for all of our population. We have
achieved a state of potential abundance which under proper
management should lead to even greater abundance;
(2) That there is something wrong with an econcmie system whieh,
in face of these possibilities, 2llows poverty and starvation;
(3) That a reasonsble standard of living for all members of
gsociety is a matter of public interest and to the extent that
private initiative fails to provide this stendard of living,
it is the function of government to meke it possible.

The recovery program in its original emergency phases and its growing



long=-term content contemplates much more than relief, placement and unem=
ployment insurance organizations. The PWA and the CWA were established to
undertake a diversified program of publiec works to provide jobs and incomes
for the unemployed in industry and businesé and the AAA to perform a like
function for the agrieultural community. The NRA had as a principal ob=
jeétive the assurance of minimum wages to employees already at work and fto
unemployed workers who were to be absorbed by reducing the hours of work.
The NIRA end 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 corresponding stimulus to business recovery. The extension of
eredit to railroads, agriculture, banks and business through the Récon=
struction Finence Corporation, the inflationary aspeets of the monetary
progrem, the reorganization of the banks end the releasing of frozen de-
posits and assets and the provision for deposit insurance were all designed
to renew confidence and inerease purchasing power. Throughout the major em=
phasis of the program is the assuring of income through the medium of jobs
in private industry and, in the measure that industry fails to do so, teo
provide government employment., Publie works and civil works imply a flex-
ible program of public employment that in more normal times may take up the
slack due to technological or other changes. Ancther indirect method, the
construetion of low-cost houses, power and irrigation projects, seeks not
only to compensate for shrinkage in private employment but to make the re-
sulting incomes more adequate by supplying certain needs at more reasonable

prices. Apparently the government plans to afford employment and supply



needs not adequately provided by private industry. It does not propose %o
wait for economie society to effect its own recuperation.

The Secretary of Labor has been attempting to meke various forms
of soeial insurance a part of the governmental program end thereby to give
its emergency reiief phase a more permanent status. In her annual report
Seeretary Perkins urges the states to adopt some form of unenployment in=
surance and old age pensions and proposed legislation on both subjects has
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 of such
hazards and so to proteet the persons directly affected, but also to induce
employers to eliminate the risks of industry so fer as practicable and to se-
cure a more even flow of purchasing power.

The Secretary of Labar's advoecaey of soecial insurance is entirely
concerned with the future and not with the present emergency to whiech muech
of the President's poliey is necessarily directed. But the President's
relief program has its long-range aspects. Whatever soeial 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 suffiecient
proteetion for their particular needs. There will remain, therefore, a
residual problem of relief for the public authorities which calls for the
eontinuance of the FERA on some permanent basis. The relief phase of the
program alsc has implicétions for greater economiec stability in addition
to its provision of purchasing power, While the premiums for the soecial
insurance may act as incentives to individuel employers to reduce industrial
hezards in their establishments, the burden of relief may prompt governmentel
action to put the socio-economic house in order. Until the federal government

assumed its new relief responsibilities little short of a fear of serious



social disturbance seemed likely to stimulate governmental aetion for greater

stability in the economie strueture.

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

surance: These various governmental activities indicéta that the United States
has turned definitely from the view that the individual csught in the interplay
of economie foreces must shift for himself, to a convietion that our society
must protect its members not only for humanitarian reesons but in order to
assure its own survival., It is now acecepted as a primary duty of the govern-
ment to make such adjustments in the present economic 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 impaect of a
tidal wave of unemployment whiech has deprived one-third of the population

of their means of livelihood, has depleted the incomes of another third at
least, and has thereby impaired the operations of the national economy and
shaken confidence in the effectiveness of our nationsl institutions. Trans-
lation of this viewpoint into action has necessarily been mainly in the
direetion of relieving the enforced idleness of a nationsl economie erisis

by emergency procedures.

The soecisl insurances are an earlier expression of the philosophy
that has been born* in America of the depression. In the latter half of the
nineteenth century the philosophy of laissez-faire steadily gave way. While
the capitalistic economic system and its institutions were accepted as de-
velopments in an organiec growth of society, there was increasing recognition
that individusls through no fault of their own were bound to suffer from
hazerds inherent in the system and that they could not wait for the basie
maladjustments to right themselves through the forces making for equilibrium,

As has been said, "The forees work themselves out in the long run and the worker
must live in the short run."

Increasing industralization towards the end of the century and its



concomitent insecurity for labor brought a larger acceptance of this view-
point. Then begen 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 United States
due to a combination of cireumstances the spread of this philosephy and the
development of social insurance were refarded eand the eountry entered the
depression with little or no protection for its workers ageinst unemployment
or unemploysbility in their various forms, although a large number of bills
introduced in state legislatures and in Congress in recent years indicated a
rising public opinion in favor of soeial insurance. During the depression
relief workers have not only given greater recognition to the social insur-
ance philosophy but they have been carrying it into the relief field.

Social workers are asserting that unemployment relief should be shorn of its
old poor law ccnceptions and should be regarded as a prolongation or broad
extension of unemployment insurance and as an adjunet to placement service.
They urge that such & viewpoint is needed in the interest of a new psychology
and greater dignity in the dispensation of reliefs. This seems almost identi=
cal with the position reflected in recent unemployment insurance practice in
several eountries 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 emberked upon a poliey of providing a
larger measure of economie seeurity, the soeial insureances and their eoncom=
itent relief measures whieh have been demonatr:tod in several eountries as

an

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

in the nationel income must be given a place in the programe



III. PROPOSED SCOPE OF THE STUDY

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

social insurance as within the present governmental program, that program
falls into four parts:

l. The attempt to bring ebout a healthy funetioning of the economie
system.

a. by providing favorable conditions for private initiative,

b by induo?ing private business to co=-cperate in establish-
ing sueh conditions, ‘

¢c. by regulating private business,

d. by supplementing private business when and where necessary
for the publie good.

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

3., The provision for social insurance against hazérda,

a. by industry,
b. by governmental agencies.

4, The residual probiem of relief.

It is obvious thap while unemployment insurance and relief are impor-
tant devices for implementing such a2 program, they have well-marked limitations.
Unemployment insursnce 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-employed, nor children under the working age nor any
subnormal or unemployed group such as the siek, the sged, the teamporarily or
permanently disabled. Nor can such persons be rightly considered as within
the scope of emergency unemployment relief for they are always present in the
community in large numbers. In the midst of higher taxation and government
borrowing for unemployment relief, we have been constantly reminded of the

financial needs of the established agencies, the hospitals, elinies, homes,

]
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and other relief institutions, public and private, theat care for the poor of
these classes. The finanecial resources available for the purpose must be
spread over all the groups, employable and unemployasble. The needy aged

canriot 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 sccial
insurance, especislly as most of the risks of enforced idleness are susceptible
to the insurance approach.

The study here proposed should teke cognizance of all fomnr parts above
indicated, but only the three parts dealing with provision of jobs, soeial in-
surance and relief are properly within its limits. The monetary and financial
problems, the agricultural problem, planning for industry, the internat ional
problem, all have their bearing upon jobs and unemployment. ZIfforts iﬁ these
directions have as their purpose the smoother functioning of the eeconomic sys-
tem and a planned co-ordination of supply and demend. Suceessful experiments
in these fields will make for fewer hazards and will facilitate the financial
administration of any program for proteection 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 jobs to which should be
attached contractual ineomes so as to provide the necessary insurance against
economie hazards and the individual worker with a high degree of security and
hence of economic freedom throughout periods of unemployment as well as employment.

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

insursnces must have a large part for the advantages of the insurance over the
relief procedure in promoting the ends here suggested have been demons trated.
Insurance spreads the costs in time and in society and so has generally per-
mitted more adequate provision than relief and with more eonvenience to all

eoncerned., Since the benefits are eontractual they can be administered more

easily, impartially and with greater dignity than relief payments conditioned
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ondnvestigation of the aprlicant's need. Not only are the payments larger
but they can be distributed to a greater proportion of the population, a
marked advantage for a policy of effecting a more even distribution of
income. For these ressons insurance has proved more advantagecus from
both the individual and soeisl standpoints. Accordingly, the typical
evolution of treatment has proceeded from relief for all in need to one
form of social insurance after another for the insurable groups. To the
extent of the resources of the insurance schemes, the insured persons-

have been lifted out of relief coverage, but'in the measure that insursnce
has proved inadequate in amount 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 poliecy 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 generally recognized in Great Britain that the social ser=
vices have had a large part in bringing about a redistribution of income
that not only has greatly mitigated poverty, but has maintained purchasing
power on a relatively high level during the present depression. The Liberal
Industrial Inguiry estimated that the benefits which the average working
class family derives from the different forms of publie 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 sinece Booth's
survey of the ninetiess It is estimated that 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 appeers indeed to have been a general level=
ing up of wages with the consequence that liability to severe poverty heas

been reduced even more than in proportion to the inerease in real wages."



The British workmean seems to have fered relafively well during the

depression. The Director of the International Labour Office estimates that

the purchasing power of the wage~carning 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 1922. In Great Britein the shrinkage in money wages

amounted to 7 per cent between 1920 and 1031 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 of social insurance has

played an important part.



(c) Essential Unity of the Social Insurances Precludes Separate Treat=

ment: The different types of social insurance havé developed separately and
are only beginning to_be considered in their interrelationships. They are
all designed to give protection against some form of unemployability or
unemployment; old age pensions for the unemployebility incident to advanced
age, warkmen's compensation for unemployability due to work accidents, health
insurance for unemployability on sccount of sickness and unemployment insur=-
ance for unemployment eonsequent upon the employer's inability to give work.
If any one of these different risks is unprovided for, it results inevitably
that a part of its cost will be thrust upon the protecting systems estab-
lished for the others. When the system of sickness insurance in Germany

was finally paralleled by a plan of unemployment insurance, expenditure on
sick benefits was considerably reduced. This prineiple is evident even in
the limited American experience. Latimer found in his study of industrial
pensions that "the number of pensioners inkome American companies rose by
almost 50 per cent in the single year 1931, and in all companies by probably
14 per cent. In short, with unemployment inereasing during the depression
many workers were pensioned who would have been placed on unemployment benefit
if such a system had been in existence.

There can be no doubt that the workmen's compensation systems of the
states are burdened with costs that should be provided for by other protective
schemes., Some physicians are loath to declare an injured employee as agein
£it for work and no longer eligible for accident benefit when his job has
disappeared or the employment it offered greatly reduced during the period
of his recovery, especially when there is no system of unemployment insurance

to whieh he can be transferred.
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Agein when an unemployed workmen seeks medical care the physician
distressed by the worker's need and the absence of soecial provision against
unemployment due to lack of work, may be ineclined to give his patient the
benefit of the doubt and attribute his illness to his occupation or a past
accidente The Committee on Workmen's Compensation of New York State in its
recent report to Governor Lehman said,"In ocecasional instances diseases
which have oeeurred three or more years after an injury have been wrongly
attributed to the injury or occupation.” And sgein -- "FPhysicians have
occasionally conspired with the injured workingman to obtain campensation
for him for a longer period than his injury warranted.™

If health insurance had been available many of these cases would
have been shifted from the workmen's compensation to the health insurance
systems It is evident that while the unemployment and unemployability have
their special phases each of which shouldhave its appropriate form of pro-
teetion, some part of the burden of costs attributable to the unprotected
risks will be carried by whatever insurance mey have been set up. This
condition points again to the inseparability of the different aspects of
the problem and the necessity of a unified attack.

The public employment service has as its primary funetion the mini=
mizing of the risk of lack of information or of misinformation about oppor=
tunities far workers seeking employment or employers in search of workers.
It is related to all the social insursnces and relief agencies, public and
private, except those dealing with the permenently 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 for the labor market and must direct to the asgencies workers



who for one reason or ancher are seeking insurance benefits or relief.

In all measures of sociael insurance and relief it has the unique
funetion of testing the applicant's willingness and ability to work. No
eriteria of need may enter or the confidence of employers in the ability
of the service to supply competent workers will 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 will become the ageney for transferring workers from
industry to insurence and relief agencies as private employmenf 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 has been discussion of control of the
flow of eredit by the Federal Reserve banks as a method of reducing the
swings of the business eycle, but until recently the faet that the agencies
for the collection and disbursement of social insurence funds might play a
similar part Rhas ﬁeen generally overlooked, Such discussion as there has
been has dealtientirely with unemployment insurance. Froponents 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 cyecle. In
the prosperity phase of the cycle a proportion of the contributions col=
lected from employers or employees or both would go into reserves and to
that same extent would act as & 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 buyant influence on consumer purchas=-
ing power and employment. It was assumed until quite recently that this
trensfer of purchasing power from booms to depressions eould be easily
effected but some recent exploration of the theoretiecal aspects of

the problem has revealed that the transfer of purchasing power in time will
necessitate the development of a new technique.

If a plan of insurance were designed to give protection mainly against
eyclical 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
eycle. Manipulation of this body of eredit 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 thet in the
seven-year period 1923-192¢, a surplus reserve of §3,900,000,000 would have
been built up. As against this, the entire reserves of all banks in 1928
emounted to $3,100,000,000 and of federal reserve member banks, ¥2,300,000,000.

Accumul ation of reserves for social insurance such as workmen's
compensstion and health insurance would be in lesser volume than in the case
of unemployment insurance, since percentage of injured or sick persons in
the total population does not fluctuste widely from year to year as does
the proportion of unemployed. On the other hand, the reserves for a system
of o0ld age pensions would increase ste=dily 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
swings of the business ecycle.

Pooling of the funds of the different insurance systems would have

the further advantage that the actual total cash reserve at any time could
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safely be considerably less than the total of the individual cash reserves
that would be necessary if the several funds were kept separate. Pooling
would permit mutual accormodation among the different systems 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
thelawinga of the business cycle by control of the supply of credit, the
insursnces must be regarded as a single control device.

The history of soeial insurance abroad and our own meagre exper-
jence show that the different systems have evolved slowly and separately as
public attention has concentrated on one form of economie insecurity after
snother. They bear the impress of the circums tances present in the differ-
ent steges of their development, of changing political, economic and
soeial 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 sueh risks as unemployment, sick=
ness, old age, accidents, invalidity and death. Generally, these plans
constitute a highly complicated legislative apperatus, their administra-
tion often is difficult and expensive, and usually there is muech over-
lapping and lack of coordination between them. In Great Britain, for
example, each individual insured against several risks must come in con-
tact with a variety of orgenizations. Workmen's compensation is adminis-
tered by proprietary insurance ecampanies, mutual insurance companies and
self insurers, old age pensions by the Post Office, health and maternity
insurance by approved societies, unemployment insurance by employment ex-
changes, trade unions and other approved societies. It is ineviteble

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 heslth insurance functioning along-
side voluntary workmen's compensation may result in lack of protection to an
injured worker whose accident is not eligible for treatment under heaslth
insurence and against which he is not insured under workmen's compensation.
Unemployment may so deplete a worker's income that he is unsble 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
left unprotected against two risks. In fact, the lack of protection against
one risk throws the cost on the insured risks. The relief agencies, hand-
ling the problem of eyelical depression, have without doubt béen burdened
with the relief of old age and illness. DlNoreover, it is difficult to segre-
gate the various risks so that each may be trested independently. Just where
illness becomes invalidity, or an accident becomes invalidity often cannot
be discovered. Whether an unemployed person of 65 should be eligible to
benefits from Qn unemployment fund or an old age pension system depends -
more upon what insurances exist than the 1og1391for the situation. The
interrelationships of the financial schemes of social insurance also con-
stitute a problem. The burden of old age in & 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 for other
purposes. The lack of protection against one risk means tha ordinarily
the existing schemes may bewmarrying much of its cost.

The need for removing the defefts due to the ebsence of a unified
plan first appeared in countries where social insurance has been most high=
ly developed. This problem has been seriously discussed in several countries,

especially in Czechoslovakia, Great Britain and France, and was raised in
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Germany almost immediately after the introduction of the schemes of insur=-
ance against sickness, invelidity, old sge, and deaths In 1889 and again
in 1903, when emendments to the Invalidity Insurence Act and to the Sick-
ness Insurence Act were being considered, the Secretary of State for Home
Affairs made statements such as the following in the Reichstag:

I consider that, from the theoretical point of view, there is no
doubt that the demend for the combination of the three social in=
stitutions (aceident, sickness, and invelidity and old age insur=
ance systems) is fully justifieds I believe it may also be ad-
mitted that this triple subdivision of soecial legislation would not
have taken place if it had been within the power of one man to
ereete the legislation for this powerful organization in all three
directions at once and to put it into praectice. The existing sub-
division is in my opinion merely the outward result of the gradual
chronological development of the whole field of social legislation.

I believe, however, that the future tendency of social legislation
must be towards the fusion of the laws on all three social reforms
in 2 single workers®' welfere act, and then it will also have to be
decided how such a fnifiad system for the welfare of the workers

is to be organized.

: |
Richard Freund, "A Plan for the Reorgenization of Social Insurance

in Germany" in International Labour Review, Vol.ll, January, 1925, p.5.




The same disjointed development of the sociel 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
respect to other related measures. The federal-state employment service
provided for by the Wagner-Peyser Aet is being organized during the depression
and its limited coverage has forced the establishment of a nation-wide re=
employment service to meet the emergency situation. A special employment
serviece for the reilroads is being considered and other industries may follow,
especially if they establish industrial schemes of unemployment insurance.

In this field there must be planning for nation-wide employment service cover=
age and for integretion of the employment mechinery with the administrstion
of unemployment insurance whether by states or industries and with unemploy=
ment relief.

A parallel situation exists with respeet to old-age pensions. State
laws are being enacted on differing bases and perhaps five hundred industrial
pension systems are in existences The pension procedures of the railroads are
due for drastic revision and the few trade union pension plans are doomed to
failure. In 8o fer as these pension pleans are ineffective the burden of needy
old sge must be borne by relief and the interrelations of the two procedures
should be recognized.

Provision for the unemployed on account of sickness is still confined
to relief so far as public action is concerned. Some voluntary schemes of sick
benefits have been established by employers and trade unions but the great
majority of needy sick persons must depend upon publie or private relief.
Specialized insurance treatment in this field is imvitable but any such pro=-

cedure must be knitted to a relief technique so that siek persons beyond its

borders will be provided for.



During the early years of the nineteenth century, resolutions were
passed by different organizations in Germany and elsewhere, advocating the
unification of social insurance. Although it appeared that there was a strong
movement in this direction, little progress was made, even in Germany. The
German Imperial Insurance Code and the British National Insurance Act, both
passed in 1911, were attempts at unification. The German legislation united
invalidity and death insurance, while the English law combined sickness and
invalidity. In 1922 the Soviet government passed the first single and com-
prehensive social insurance law and attempts at unification were made by
Yugoslavia in 1922 and Czechoslovakia in 1924, In April, 1930, the French
Parliament finally passed a rather comprehemsive social insurance law, but
it omitted campulsory unemployment insurance.

Some measure of integration of the social services exists in various
countries. In Germany, for example, the unemployment insurance institution
pays the contributions of unemployed members to other social services in which
they are insured. In Denmark and Germany, the sick funds collect their own
and the unemployment contributions and thus decrease administrative expense.
In Belgium the unemployment insurance societies, which formerly were permitted
to pay only unemployment benefits, may by a recent provision also pay old age
pensions to their members. Instances such as this could be multiplied; they
indicate that the growing complexity of modern social institutions has already
forced some measure of integration smong the gsocial services., In 1923 an
interdepartmental committee in Great Britain considered the substitution of

one record for the two now used by the health and unemployment insurance funds,

for the same twelve million persons are insured against sickness and unemploy-

ment. It was agreed that a trememndous saving would be effected if only the

records, supervision of stamps and individual records of the two systems

could be amalgamated, but as yet no such reorganization has been made.



It is evident that the process of specialization that has
been noted in the history of relief in older industrial countries is
under way in the United States. Specialized relief treatment is being
provided more and more for such groups as widowed mothers, the needy
aged, homeless men and children. Specialized insurance practice hase
been established by most of the states and the federal govermnment for
pen@ injured in industry, and Wisconsin has adopted the insurence
technique for the unemployed, It has been suggested that a plan of
social insurance and relief for the United States should have two main
divisions and two separate administrations: (1) a system of assistance
supported from public funds and administered by the social work profes-
sion; (2) a system of social insurance and regulatory measures financed
in large measure by the parties in industxy‘ and administered by the
federal and state departments of labor. BEut despite the oppor tuni ty
for planning presented by our limited douiopnent in this field, little
or no perspective has been attained on the construction of a unified
system and its administrative scheme.

While the present depression has interrupted any legislative
activity designed to unify the social services, it has emphasized the
interrelationships of the existing organizations. The resources of
all the social insurance funds were diminished by reason of the reduc-
tion in the payrolls upon which contributions had been based resulting
from unemployment and wage cuts., A% the same time, the expenses of
these institutions increased, for persons who had exhausted their

right to unemployment benefit applied to sicknese insurance for suppeort,



while privation attendant upon unemployment diminished resistance
to disease and increased the outlay for sick benefits., Workers of
advanced age who had lost their employment feared they would never
secure another job and made claims to invalidity insurance. Prolonged
and wisespread unemployment destroyed the very basis upon which all
the social insurances had been built up =the active employment of
the greet majority of the wage-earning population during most of the
year. A_emprehenain and integrated system of social insurance cover=
ing all the risks to which the individual is exposed would remove many
defects of the existing schemes such as several overlapping admin-
istrative bodiesy; high administrative exﬁenne and inadequate coverage.
It is submitted that from both the individual and‘soeial
viewpoints, the proposed study must be concerned chiefly with the
problem of protecting the wage earner by relief and insurance methods
against all the hazards of unemployment or unemployability. The pre-
gent social outlook in this country adopted under pressure of the en-
forced idleness of the depression and the resulting action against
emergency unanplmt_mld have been equally justified for an attack
upon the continuous hazards of unemployment or unemployebility attri-
butable to accidents, sickness, advanced age, technological change,
or disorganization in the labor market, However, these forms of unem=
ployment do not normally invelve a major proportion of the population
at one time and hence lack the dramatic intensity of depressional un=
employment in forcing social action. Enforced idleness from these
miscellaneous causes, if cumulated during the span of an individual
life, may exceed the more obvious lost time of depressions. The social

consequences of these risks are less serious only by reason of their



greater dispersion in time. To the wage earmer all types of unemploy-
ment or unemployability are identical in that they mean cessation of
income &and depletion of savings. The cost imposed by the incidence

of any single hazard narrows the individual's margin of security against
them all. These many differing factors are expressed in personal econ-
omic insecurity with its attendant fear and anxiety. From the stand-
point of the common welfare, the various forms of unemployment have an
essential unity in that all involve decline in purchasing power with
unfortunate conaequences for the economic structure and the stability
of social institutions. Consideration of the individual and the gen=
eral good demands an alignment which confronts all the risks of unem-

ployment or unemployability at once.

IV. PERSPECTIVE OF TEE STUDY

In any effort to provide greater security against unemploy-
ment it is impossible to isoclate the problem of unemployment and its
relief from wages, unemployment insurance and all other forms of social
insurance. From the points of view of the worker, industry and society,
the planning of unemployment insurance and relief must be part of a

larger plan for economic security.

A. PFrom the Worker's Point of View

From the point of view of the worker economic security means
an assured real income. This involves not only an adequate wage in the
present, but adequate income throughout his life, including periods of
disability through aceident or sickness, periods of unemployment, and

old age.



Since security against social hazards may take the form of
wages, social insurance, relief and the removal of the actual hazards,
it is not only necessary to consider these remedies together, but to
assign the part each should take in a well organized plan. Higher
wages and lower insurance may leave more initiative to the worker in
the spending of his income but also may expose him to the unforeseen
hazards of the economic system or his own bad fortune. Seasonal workers
may be compensated in part Yy higher wages than those of the workers
at less seasonal jobs or they may be compensated by unemployment in-
surance, or by a combination of bath.

Premiums on old age pensions may be paid by the workers out
of their wages or by the employers, thms adding to the income received
by wages, or by contributions from both. Similarly, sickness and
accidents may be provided for by the worker himself, or preventive
measures paid for by industry or the public may be established, or
there may be social insurance or a combination of all three. How shall

unemployment due to old age be distinguished from these farms of un-

emplaoyment?

Be From the Point of View of Industry

From the point of view .of industry, all payments providing
for the security of the worker must be considered as part of the labor
cost of production. The problem of the employer is to furnish jobs
and pay the labor costs which will provide the desired standard of

living; how to readjust his system of wage payments and his hours of

work so as to include all the various forms of inusrance and yet not
increase his labor costs beyond what the industry will bear. It em-

braces the preblem of the age of the workers already in the industry,



the age of those to be hired, and of those to be retained; the problem
of greater rationalization and mechanization, the problems of administer-
ing the various forms of social insursnce so far as that task may be
imposed upon industry, the maintenance of adequate wage standards,
maximum hours and the stabilization of industry to reduce unemployment.

The fact that unemployment insurance must be thought of as
part of the wages problem makes it necessary t0o consider the admine-
istration and organization of social insursnce in relation to the
philosophy of the NRA. Since competitive conditions throughout an
industry are equalized under the code hy setting wage standards and
hours of work, it becomes necessary to consider the effect of different
plans for social insursnce upon the competitive conditions within the
industry. For example, should the code for cosal provide for unemploy-
ment insurance and old age pensions, etc., in addition to its pro-
vision for wages and hours of work or can state or federal plans for
social insurance be so organized as to preserve the principle of equal-
ized competitive conditions? At present a unified plan is under con-
sideration for the railroad industry, and the United Mine Workers are
working for unemployment insurance and reduction of hours of wark
and such conditions as might well lead to the development of such a
unified plan.

A pumber of guestions are presented when the problem is con-
sidered from the point of view of labor cost. What system of admin-
istration, industrial, state, or federal or a combination of these
three can best carry out the principle of equalized competitive labor

cogts? In a declining industry, shall the industry bear the whole
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burden of this new type of labor costes or, if not, what adjustments
should be made to relieve the industry? To what extent should old
age pensions be considered as part of labor costs and therefore be
borne by industry? How shall the insurance costs be so adjusted as
to make a fair distribution of the costs between industries? These
are only some of the questions that arise when the problem is con-
sidered from this point of view but they make plain the necessity
of considering the problem in relation to present and future provi=-
sion for minimum wages, maximum hours, collective bargaining, trade

union agreements, and the like.

C. From the Point of View of Soc{gjl

When the problem is approached from the viewpoint of the
economic welfare of society it has even broader implications. Here
the distribution of the national income stream both with respect to
individual recipients and with respect to time is the principsl con-
cern., Presumably the aim of any plan for security should be to effect,
on the one hand, a fairer distribution among the individuals compos-
ing society, and, on the other hand, a more stable flow of income
over & period of time.

Allocation of the burden of insurance and relief must be
considered in respect to the abilities of industry to bear the burden,
in respect to the effect upon production, end the redistribution of
income which it will bring about. To what extent can industry be in-
duced or coerced to furnish incomes adequate for the desired standard
of living? To what extent should the burden be borme by general taxa-

tion, by industry, and by the workers themselves? In this latter case



it serves only to make & redistribution of income among the work-
ing group for the purpose of equaliszing the burden offnemployment,
accidents, and other hazards. |

To what extent, how and when shall government offer employ-
maﬁt to supplement private employment? How shall such employment be
financed and what parts shall be taken by federal, state and local
governments? To what extent and by what methods should private relief
agencies supplement the incomes provided by industry and government?

Insurance and relief funds must be considered in relation
to monetary and financial policies of government which aim to bring
about a stable flow of inmcome. If reserves are built up to meet emer-
gencies; might not the admininteﬂng of these funds prove a stumbling
block in the way of monetary control by some other department of govern-
ment? Shall all the funds be under one control, so that they can be
adninistered in such a fashion as to further the policies of the
federal government in respect to stabilization of production and
stabilization of the price level? From the point of view of productive
activity, employment and industrial welfare of the nation, to what
extent ghall the funds be expended on public works or civil works
projects, and to what extent is relief expenditure preferable? Under
what circumstances is a policy of governmental borrowing preferable
to taxation or to building up of reserves? What methods of taxation
are to be advocated? | .

%hat limits do considerations of cost impose upon the develop=
ment of a program for the provision of regular individual incomes
through wages , social insursance and relief? Shall the evolution
towards central government control that has been under way in this

field be accepted as inevitable in view of the financial and admin-



istrative inability of many local and some state governments to cope with
the relief 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 parts in this program? Are

the coste likely to be of such dimensions as to necessitate that the
major burden of the financing shall be assumed by the federal govern-
ment in view of its greater freedom from tax limitation and its greater
borrowing power?

If an integrated public financial policy is necessary for
the success of such a program what shall be the parts of the different
governmental unite, what financial methods shall be adopted, emnd what
shall be the ultimate incidence of the taxation involved? Can the
problem be so broken dqwn that the cost of ocne section as, for example,
the unemployables, may be placed on the local and state governments
and the burden of ;yclical unemplgyment upon the federal authorities?

What system of administration should prove best for relief
and insurance funds? Shall we continue the process of lifting the
relief function from a local to a state and federal status, and if
80 what residual shall be left to the localities? Is the problem
of relief of sufficient general concern to justify a highly centrale
ized control of policy and administration, and if such is in the
national interest can it be achieved against the strong states' rights
tradition in these matters and the desire of state and local govern=
ments to participate in the public employment afforded? Can the
state and local govermments be utilized as administrative agents of

a national policy in this field? Would such a procedure be feasible



unless the states and localities were regquired to contribute to the
costs so that they would not waste federal funds ? Could the state
and local governments be more efi’eﬁtive a8 administrators of a national
policy if the national agency were not a federal government department
but a separately established nonpolitical euthority as has developed
in Belgium after a long and unsatisfactory co=operative arrangement
with the local governments? In view of our relatively untrained civil
service would it be desirable to vest administrative authority in a
national organization of employer and employee representatives con-
stituted for the purpose with no direct participation by state and
local governments and with no federal government participation other

than by way of supervision or minority representation?

D. GbJecti ves

To formulate an integrated program designed to yield a larger
measure of security agasinst unemployment in the broadest sense of the
term for the American wage earner and indirectly to other groups through
wages and hours policy, social insurance and relief, and to suggest the
responsibilities of the parties in industry, the federal, state and local

governments, and private relief agencies.

To devise a plan of administration for such a program,
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