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ABSTRACT 

This work is a sociological analysis of factors that 

led to the political success of old-age insurance in the 

United States from 1935-1985. Archival documents, the 

Congressional Record, House Ways and Means and Senate Finance 

Committee Hearings, and secondary sources were used to piece 

together the social and political history of the program. 

The historical record was assessed in light of the pluralist, 

neo-Marxist and neo-Weberian theoretical frameworks typically 

utilized to study political change. 

Two key arguments are put forth. First, analyses 

that focus on the long-term process of social and political 

change are required to distinguish between the unique and the 

general. other works that focus on isolated time periods 

cannot make these distinctions. It is also through longi

tudinal analysis that causality can be determined. Insights 

gained from a broader time-frame relate to specification of 

economic, political, and demographic shifts that shape the 

political agenda. 

Second, meso-level specification of organizational 

actors is necessary to assess the logic behind these actors' 

shifting positions. Organizational theory carries the 

analysis further than do previous theoretical perspectives, 
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primarily because it specifies which political actors, either 

inside or outside the polity, attempt to influence their 

environment. It is through an organizational theory frame-

work that we can determine effective strategies for insti-

tuting social change. Finally, using organizational theory 

and extrapolating from past events, some predictions for the 

future of Social Security are suggested. 



CHAPTER 1 

INTRODUCTION 

Sociology if it is to become a fruitful field of 
study, must, like history, concern itself with the 
relation between the unique and the general. But it 
must also become dynamic--a study not of a society at 
rest (for no such society exists), but of social 
change and development. For the rest, I would only 
say that the more sociological history becomes, and 
the more historical sociology becomes, the better for 
both. (Russian historian Edward Hallett Carr, cited 
in Charles Tilly, 1981:211) 

Introduction 

11 

This project was motivated by two observations 

regarding old-age insurance in the United States. The first 

observation was substantive. In the early 1980s, it was 

nearly impossible to listen to a newscast or read a newspaper 

or magazine that did not address the "crisis" in Social 

Security. In this atmosphere, both critics and supporters 

aired their opinions. There was incredible diversity regard-

ing the perceived success or failure of old-age insurance. 

Various individuals declared that Social Security had been a 

total failure, a partial success, or an overwhelming victory 

(Oriol, 1987). While these pronouncements obviously depended 

upon one's point of view, I became interested in what forces 

led to the endurance of the program over time. I wanted to 

discover who or what had determined the shape and direction 
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of these policies historically, and what accounted for the 

predicament of the 1980s. 

The second observation centered on the sociological 

theories that had evolved to account for the relationship 

between state actors (i.e., both individuals and organiza

tions), and various interest groups, especially capital. 

These theories of the state often used the formation of 

social welfare policies to study the issue of how active a 

role the state was able to assume, compared to other economic 

or political interests. The three general positions that had 

emerged were: (1) the state is primarily an arena in which 

competing interests negotiate and compromise over specific 

pieces of legislation (i.e., pluralist models); (2) the state 

is an instrument of capital, carryinq out capital's interests 

(i.e., neo-Marxist models); and (3) the state as a specific 

actor, is sometimes actively involved in shaping federal 

policy (i.e., neo-Weberian models). One way to conceptualize 

these positions is as a continuum of state activity ranging 

from relatively passive to relatively active. 

The sociological issue of interest underlying both of 

the observations was, what generates political change? Most 

of the previous work done on this subject emphasizes how 

social change operates to change political agendas, pro

cesses, or outcomes. The polity, in these explanations, 

mostly reflects changes that are external to the political 
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process. And while various sociologists used Social Security 

as a case study to adjudicate between these competing 

theories, different authors reached different conclusions 

regarding the role of the state. Some authors (e.g., James 

O'Connor in The Fiscal Crisis of the State and Jill Quadagno 

in "Welfare Capitalism and the Social Security Act of 1935") 

emphasized the economic interests of capitalists in the U.S., 

while others (e.g., Ann Orloff and Theda Skocpol in "Ex

plaining the Politics of Public Social Spending" and Nicos 

Poulantzas in Political Power and Social Class), emphasized a 

relatively autonomous state that sometimes went against the 

wishes of powerful interest groups for the sake of the 

system's well-being. Adjudication between the different 

perspectives became difficult. 

Lack of consensus regarding the role of the state 

stems from two general weaknesses in existing studies of the 

creation of Social Security legislation. 

The first major limitation of existing work in this 

area is that most of the work done by sociologists examines 

only certain periods in the program's history. While there 

are accounts of the long-term history of Social Security 

legislation (for example, one by economist Carolyn Weaver 

(1982), and another by political scientist Martha Derthick 

(1979)), to my knowledge, sociologists have limited the 

historical scope of their work to certain periods. This is 
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extremely unfortunate given that any effects of the macro-

economic context may be obscured by such a focus. 

examples will illustrate my point. 

Two brief 

Theda Skocpol's work focuses primarily on the early 

years of Social Security. But Social Security was initiated 

during a very tumultuous period in American history--the 

Great Depression. Historically, the Great Depression was a 

very atypical event. In 1933, official unemployment reached 

24.9%, and Roosevelt and the Congress perceived this as a 

major threat to the capitalist system. The unemployed grew 

more vocal and restless as time passed; unemployment was no 

longer attributed to an individual's fate or fault, but was 

redefined as a collective disaster requiring structural 

changes. Legitimacy of the economy and political system was 

weakened as the Communists agitated in bread lines, flop 

houses, among loiterers at factory gates, and at the intake 

sections of relief offices. Such large numbers of unemployed 

sent shock waves throughout the economy. The public issued a 

mandate for swift decisive action through their relatively 

widespread participation in radical movements. For example, 

the Townsendites, the Communist Party, and other radical 

groups claimed increasing membership during this period. 

Roosevelt and members of Congress viewed the retirement pro

visions of old-age insurance as one way to ease unemployment 

and the resulting economic stagnation. Massive numbers of 
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workers would be moved out of the labor force and transformed 

from producers to consumers. 

For these reasons, the environment and the factors 

operative during the Depression were very atypical. And 

factors evident during periods of crises do not necessarily 

persist during more normal periods in political history. 

Arguments based on extrapolations from the experiences of the 

Great Depression overestimate the relative autonomy of the 

state (autonomy that, I will argue, was primarily Roose

velt's), while underestimating the role of inertia and 

incremental change in entrenched bureaucracies. The Social 

Security bureaucracy was not yet in place in 1935; thus, the 

creation of Social Security in the context of the Great De~ 

pression was atypical of most political change, which usually 

affects some entrenched component of the state. 

A similar example is that O'Connor (1973) focuses 

primarily on the 1950s. But the post-war prosperity of the 

1950s was also atypical, in the broad historical perspective. 

With Social Security trust fund reserves overflowing due to 

the infusion of payroll taxes during World War II, many urged 

expansion of coverage and benefits. 

The key point here is that little sociological 

analysis has been done to explain the long-term success of 

the program and the dynamic processes shaping it the past 

50 years. At issue is the fact that those forces which 
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influenced its origination and early development were not the 

same as those that ensured its later survival. Social 

Security became an entrenched institution by creating a 

community of diverse interests--a clientele that would not 

look favorably on politicians or bureaucrats attempting to 

cut back the program. Successful bureaucracies become 

entrenched and institutionalized through the normal 

activities of the political process. By studying the entire 

history of Social Security legislation, these dynamics are 

highlighted. 

A second major limitation of existing work is that in 

writing of "the state," "capital," "labor," etc., we overlook 

the fact that these are not monolithic entities with specific 

unified interests, but rather varied, complex, and fractious 

aggregations of interests and organizations. It is only by 

looking at the role of specific organizations that we can 

understand how these actors come to have interests that 

sometimes oppose other interests in the public or private 

arena. At the very least, we need to distinguish between 

elected vs. bureaucratic roles, executive vs. congressional 

positions, political outsiders vs. political insiders, and 

reformist vs. radical tactics. The issue here is that we 

need more meso-level analyses to sort out important factors 

and dynamics. It is only by specifying our concepts more 
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clearly that we will then be able to generalize most advan

tageously. 

While pluralist, neo-Marxist, and neo-Weberian 

theories have provided insights .into legislative processes, 

they all have fundamental flaws which mislead those inter

ested in understanding what generates political change. I 

now turn to a discussion of each of these models, noting both 

their strengths and weaknesses. Following this, I will 

elaborate on an alternative framework for studying these 

processes. 

Review of the Literature 

Pluralist, neo-Marxist, and neo-Weberian theoretical 

perspectives have been used to understand the political pro

cesses relating to how social welfare legislation is created. 

In the next three sections, I will briefly describe the major 

tenets of these models and how each of these have been 

applied to Social Security. 

Pluralist Models 

Social theorists proposing a pluralist model empha

size a democratic process wherein all interests are repre

sented in policy debates, with accommodation and compromise 

occurring over final outcomes. Pluralist models imply that 

there is no single center, but rather multiple centers of 

power, or polyarchy. This helps to tame power, secure the 
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consent of all, and settle conflicts peacefully (Dahl, 

1967:24). Pluralism focuses on groups' ability to organize 

and coalesce around issues that interest or directly involve 

them. While Dahl would not argue that all groups have equal 

access to resources, he would argue that in any democratic 

political process, almost every interested group has access 

to some political resources. With regard to power differ

ences in the political process, pluralists argue that there 

is no single set of all-powerful leaders who fully agree on 

their major goals, or who have enough power to achieve their 

goals. Crosscutting cleavages are common, negating trends 

toward polarization. policymaking requires a coalition of 

different sets of leaders who may have divergent goals. 

Further, pluralists view the state as primarily a neutral 

arbiter in the debates over legislation. 

Robert Dahl, utilizing a pluralist framework, also 

argues that it is easy to exaggerate the importance of 

pressure groups such as the National Association of 

Manufacturers, the Chamber of Commerce and the industry 

associations, which are inhibited from united action by the 

diversity of the views and interests among their members 

(Dahl, 1967:414-5). 

Not surprisingly, almost all of the official accounts 

of Social Security legislation (i.e., those emanating from 

the Social Security Administration) argue that changes in the 
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system reflect processes of negotiation and compromise 

involving competing interests. Indeed, when members are 

appointed to Advisory Councils or special commissions, offi

cial documents record which members represent the "public," 

"business," or "labor." According to these accounts of 

Social Security legislation, outcomes have generally been 

accepted by all involved, which is one of the main strengths 

of democracy, according to pluralists. 

The fact that the pluralists study how legislation is 

hammered out is an important point. Emphasis on the process 

and stages helps us to understand long-term dynamics. Dahl 

is also accurate in stating that powerful interests do not 

always agree on the appropriate policy position. In major 

policy debates in the 1930s, groups such as the National 

Association of Manufacturers and the u.S. Chamber of Commerce 

were divided with regard to the best representation of their 

interests. Finally, there are a number of important actors 

in the legislative process (e.g., Congress, the president, 

state bureaucracies, representative organizations from the 

private sector etc.), and legislation is a process of 

negotiation. 

Pluralist notions have some critical flaws, however. 

Perhaps the most inaccurate pluralist notion is that all 

interest groups have relatively equal access to political 

decisions. The early Social Security Board had more access 
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to Roosevelt than did the Townsendites, and the analysis of 

the creation of Social Security reveals a relatively small 

number of elite groups being represented in Congressional 

debates. Disincentives to organize include costs such as 

time, money, and lost opportunity. Further, the incremental 

nature of later changes dissipated resistance from an obvious 

interest group. Certainly, taxpaying workers would seem a 

logical interest group. But their sheer size and diversity, 

combined with the fact that the taxes inched up only slowly, 

meant that until recently, their interests have not had real 

representation. It is interesting to note here that Dahl's 

1982 version of pluralist theory is much less adamant about a 

plurality of interests being represented in political 

processes. 

The pluralists also overlook the fact that often 

agenda-setting and actual amendment-writing are the most 

important stages in the political process. It is in framing 

the outlines of the debate, for example, that more radical 

alternati~es can be discounted, before a single debate 

occurs. And even though a group might oppose the original 

legislation, once they realize that it is going to be passed, 

they often playa part in writing the final piece of legisla

tion (e.g., Southern Congressional representatives and their 

exclusion of agricultural and domestic workers in the 1935 

legislation). 
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In addition, political outcomes do not appear to be 

the result of benign accommodation among different interest 

groups, as the pluralists would have us believe (Connolly, 

1969). Instead, accommodation among these groups does not 

appear to occur prior to a "compromise" on legislation, but 

rather, groups often accommodate to the new legislation only 

after being forced to deal with a new environmental 

constraint. 

Finally, "the state" is not the neutral arbiter as 

pluralism suggests. In this case, the Social Security 

Administration (SSA) and Congressional representatives were 

often self-interested actors who acted to have their own 

interests met. 

I will argue that plurRlism does not necessarily 

bring stability, but rather may reflect instability in 

democracy. It was during periods of crisis that we saw 

debates opened up to more competing interests, and outcomes 

then reflected a relatively greater degree of compromise and 

negotiation. It was during periods of economic prosperity 

and calm that the more radical proposals of disability and 

hospital insurance were finally passed. A brief analogy will 

clarify my argument here. If we envision political debates 

as representing various degrees of equilibrium, periods of 

crisis increase the likelihood that interests that previously 

dominated one side will now be scattered on either side. 



22 

They become relatively disorganized and uncertain of the best 

possible stance. However, once stability returns, various 

interests coalesce around the status quo. For example, once 

the cash benefits of Social Security began, various clientele 

and potential clientele supported the SSA's proposals to 

extend the program even further. The mass of weight on one 

side left powerful but now isolated interest groups (i.e., 

the insurance industry and the AMA) to wage a difficult fight 

against the provision of disability and hospital insurance. 

Neo-Marxist Models 

Other scholars present a neo-Marxist model that 

emphasizes the state as a structure whose fUnction it is to 

mediate class conflict. Capital dominates and uses the state 

as a tool to further its interests. Neo-Marxist theorists 

are represented by the works of Piven and Cloward, O'Connor, 

and Quadagno. These authors suggest that social welfare 

legislation and hence the state were used by capitalists to 

regulate and legitimate existing economic relations. Piven 

and Cloward for example argue that relief arrangements are 

initiated or expanded in times of disorder, while in times of 

political stability, they are abolished or restricted. 

O'Connor writes of the "fiscal crisis of the state" 

and argues that the current welfare-warfare functions, 

foisted upon the state by monopoly capital, will lead to 

capitalism's eventual demise. In other words, O'Connor 
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believes that the state has been used as a tool to maintain 

or increase monopoly capital's profits. O'Connor's framework 

includes three sectors--monopoly, competitive, and state sec

tors. The social costs of the monopoly sector's production 

(because of a reliance on technology and mechanization, hence 

less labor intensive production), are assumed by the welfare 

state. The welfare state also serves to create more jobs for 

the population, further legitimating the system. The warfare 

state, according to O'Connor, ensures for monopoly capital a 

continuing source of raw materials, inexpensive labor, and 

expanding markets. The monopoly sector socialized the costs 

of production, but not the profits; hence the state's demise 

is inevitable. Consequently, O'Connor's thesis regarding the 

fiscal crisis of the state indicates that there is no rela

tive autonomy of the state, as suggested by the neo

Weberians. 

Jill Quadagno argues that while the polity is impor

tant, economic factors should be weighted more heavily. 

Writing about the Social Security Administration, Quadagno 

argues that the agenda of program bureaucrats was circum

scribed by the political economy of Southern Congressional 

representatives. She argues that the economic division of 

labor patterns, the organization of the state, and economic 

dimensions of political structures are critical to under

standing policy outcomes. While both Poulantzas and Skocpol 
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argue that capitalists originally opposed Social Security 

legislation (e.g., the National Association of Manufacturers 

and the U.S. Chamber of Commerce), Quadagno notes that as 

early as 1929, the National Industrial Conference Board 

suggested that a central pension fund, under the jurisdiction 

of the federal government should be established. Quadagno 

argues that the attitudes of employers were more accepting of 

Social Security legislation than is currently believed. 

The central contribution of neo-Marxist theory is the 

focus on the macroeconomic context, and the response of 

various actors to the opportunities or constraints presented. 

There was the dramatic effect of the economic environment on 

Social Security legislation. The direct effects of unemploy

ment and inflation on the trust funds were self-evident, but 

the economic climate influenced the tenor of the debates as 

well. The period effects to be discussed in Chapters 2-6 

will illustrate these dynamics. 

While the neo-Marxist focus on macroeconomic context 

is a valuable component of any theory, there are various 

problems with their answer to the question of what generates 

political change. The view posited by neo-Marxists that 

capital uses the state to shoulder much of the burden of an 

inefficient mode of production often translates into a post

hoc analysis. This analysis assumes too much foresight on 
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the part of big business and industry, while also understat

ing divisions among the elite. Initial legislation regarding 

Social Security, for example, reveals much opposition on the 

part of capitalists regarding the new program. Both the 

National Association of Manufacturers and the u.S. Chamber of 

Commerce lobbied against federal aid in any form and pro

claimed it a menace that would weaken the moral fiber of 

every individual, community, and state. They much preferred 

local, voluntary aid. The u.S. Chamber of Commerce argued 

that the "spontaneous generosity of our people has never 

failed" (Piven and Cloward, 1971:53). Social Security was 

attacked as being a socialistic, communistic intrusion by the 

state into an arena that they believed should properly remain 

within their control. Similarly, some representatives of the 

insurance industry felt that their private initiatives were 

threatened by social insurance. However, the divisions among 

the elite are revealed by the support of the National Indus

trial Conference Board for a central pension fund and the 

eventual support of the Social Security legislation in 1935 

by the u.S. Chamber of Commerce (Mitchell, 1964:9). 

The idea that business and industry would have to 

contribute half of the amount of the tax on wages was totally 

unacceptable to many groups in 1935. But business and 

industry failed in their efforts to stop Social Security 
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legislation in the 1930s. state actors were not simply the 

handmaiden of capital in the 1930s. 

O'Connor focuses on the 1950 amendments to illustrate 

his argument. However, by 1950, the weight of all opinion 

was favorable toward extending Social Security. To focus 

solely on business and industry's position during this period 

is to misrepresent the broader picture. 

This is not to say that economic factors do not 

matter, however. I concur with Quadagno that economic inter

ests are generally very important in shaping legislation. 

What is missing in her conception is that state bureaucratic 

actors and organizations representing the elderly, labor, 

etc. had economic or material interests as well. Bureaucra-

tic administrators occupied unique positions that increased 

the likelihood of their interests prevailing over the long 

term. Labor unions, individual states, the elderly, stu

dents, the disabled, and the poor all developed a certain 

dependency on the program. This dependency took the form of 

receiving cash benefits. 

For capital, it was only after the initial institu

tionalization of Social Security that they began to alter 

their practices so that Social Security operated to their 

benefit. They no longer had to worry about dealing with 

older workers, and over time, they learned that they could 

easily socialize the costs of their portion of the payroll 
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Many companies lowered their expenses by reducing 

company pensions by exactly the amount the employee was 

eligible to receive under Social Security. Additional costs 

to employers were offset by amendments to the Internal 

Revenue Code, which recognized the employer's share of Social 

Security costs as a nontaxable business expense '(Latimer and 

Tuffel, 1940). If Social Security is any indication, then, 

capitalists do not use the state as a tool to further their 

interests so much as adapt to changing environments. The 

tool model attributes too much rationality and foresight to 

capitalists, in addition to assuming that all capitalists 

share interests in common (although O'Connor's model might 

suggest different interests between monopoly and competitive 

capital). 

One critique that applies to both pluralist theory 

and neo-Marxist models is that they imply a relatively 

passive Social Security Administration which is molded and 

shaped by outside interests. They view Social Security as 

primarily an outcome of a policy process (i.e., by showing 

the impact of a plurality of interest groups, or the 

influence of dominant economic interests, on legislation), 

without exploring how the bureaucracy has also acted as an 

architect of policy. Social Security has altered the way 

Americans think about caring for the elderly. A huge new 

bureaucracy was created that after 1935 was a leading actor 
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An indirect result of the SSA's 

focus on incremental expansion was a gradual change in the 

rules of the game for business and industry. 

Neo-Weberian Models 

Others have suggested that a neo-Weberian model, 

emphasizing the role of a relatively autonomous state which 

sometimes goes against the wishes of capital, more accurately 

reflects historical events. The main emphasis of the neo

Weberians is the polity. Both Skocpol and Poulantzas reject 

a view of the state as merely the handmaiden of capital. 

These authors argue that the state has relative autonomy from 

the economically and politically dominant classes, and hence 

sometimes goes against the wishes of capital. They cite 

instances of hostility between the state and the dominant 

classes. When does the state go against the wishes of capi-

tal? According to the neo-Weberians, the state is relatively 

autonomous in times of crisis or dissension, and is the 

unifying factor in the power bloc. 

Poulantzas and Skocpol cite the initiation of Social 

Security in the 1930s as a crisis which unhinged dominant 

economic interests, therefore calling for a strong, unifying 

state. They do so to demonstrate the existence of a rela

tively autonomous state, or the potentially autonomous role 

of all kinds of political officials. For example, the 

National Association of Manufacturers did not believe that 
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industry should have to pay taxes for the social security of 

its employees, but the state went against their wishes. 

Skocpol also focuses on the role of social policies and 

administrative arrangements developed in the individual 

states prior to 1935, which shaped the eventual form of the 

orisinal Social Security legislation. Skocpol writes that 

We will do better to analyze policy outcomes and 
struggles as rooted fully at the intersections of 
state structures and social relations. The goals 
over which actors conflict, and their capacities to 
prevail, are simultaneously based in political 
organizations, including states and parties, and in 
class and other basic social relationships. (Skocpol 
and Amenta, 1985:574) 

The most important and valuable insight of the neo-

Weberians is that the state may be an active influence in 

policy debates. I intend to retain the idea that various 

state actors can actively work to shape legislation, and that 

state bureaucracies such as the SSA often act back upon their 

environment. 

However, the argument regarding the relative autonomy 

of the state is flawed in three ways. First, by focusing on 

the initiation of Social Security legislation during the 

extreme economic and political conditions of the Great 

Depression, extrapolation is very precarious. We have no 

notion of the typicality or atypicality of this supposed 

state autonomy. Security was the central objective of the 

New Deal reforms, and President Roosevelt had a plan to 

ensure the future of democracy and capitalism. An analysis 



30 

of the events surrounding the initiation of Social Security 

does reveal that some representatives of business and 

industry were opposed to the legislation, making it appear as 

though the state was relatively autonomous in this time of 

crisis. However, there were also instances where capital 

supported the New Deal reforms. 

An example of how focusing on the early 1930s 

distorts the neo-Weberian's analysis is that while lobbies 

representing capital may have opposed Social Security 

legislation initially, once it was evident that it would be 

passed, the interest groups played a strong role in shaping 

the final legislation. Efforts to conciliate business are 

reflected in the events surrounding the National Industrial 

Recovery Act of 1933, which permitted fixing of prices and 

production to halt deflationary trends. Roosevelt himself 

remarked that "the representatives of trade and industry were 

permitted to write their ideas into the codes" (Piven and 

Cloward, 1971: 85) . Wi th regard to powerful interest groups 

influencing Social Security legislation in the 1930s, old-age 

insurance originally included farm and domestic workers, but 

final legislation excluded these two groups as a result of 

pressures placed on Congress by politically powerful Southern 

Congressmen. It was believed that federal control would 

weaken local autonomy, and federal monies would lessen the 

economic dependence of blacks in an economy based on 
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It is 

misleading to imply that the state was relatively autonomous 

from economic interests during the Great Depression. 

The second weakness of the neo-Weberian frameworks, 

presented earlier, is their notion of "the state." To imply 

that the state is a monolithic entity that presents a united 

front, is to ignore the diversity of state interests. 

Different actors or organizations within the state may have 

interests that oppose each other; "the state" is not one 

specific actor, but rather is made up of individuals or 

organizations that sometimes compete with each other and 

often disagree. In the early period, for example, there were 

important differences between what Roosevelt, the early 

Social Security Board, and Congress could accomplish. The 

relative autonomy noted by Skocpol and Poulantzas was 

primarily that of Roosevelt, and far less that of the Social 

Security Board and Congress. Distinguishing between elected 

and bureaucratic, and Presidential and Congressional 

officials provides auseful classification. 

Elected officials are primarily concerned with the 

effect their votes or positions on individual pieces of 

legislation will have on their re-election. Therefore, major 

legislative changes during periods of crisis (i.e., the 

origins and retrenchment phases) did not occur at election 

time, but afterward. Legislative changes that expanded 
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benefits occurred much closer to elections. Few politicians 

were willing to oppose the expansion of Social Security 

during the 1950s and 60s. Dahl writes that 

Because no one can long remain a Congressman or a 
Senator if he cannot win an election, all often pay 
some attention, most of them pay a great deal of 
attention, and some give paramount attention, to 
calculating the effects their actions are likely to 
have on the way their constituents will vote in the 
next election. (1967:130) 

Congressional representatives approved major increases in 

Social Security benefits that belied fiscal constraint and 

concern with the long-term solvency of the trust funds. (The 

1972 Amendments are the best example of this short-term 

orientation. ) 

Conversely, program bureaucrats were less preoccupied 

with election politics, and given their generally longer 

tenure, were more apt to focus on the longer term. Especi-

ally for the early cohort of program bureaucrats (recruited 

from the ranks of social insurance advocates and social 

welfare reformers), long-term vision for the program was more 

typical. The early notion of Social Security followed the 

European model of a welfare state; incremental movement 

toward that model was the mode chosen. 

The third difficulty follows from this abstract 

notion of "the state" and its autonomy. The basic argument 

is that the crisis of the Great Depression required strong, 

centralized direction from objective parties. But the early 
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Social Security Board and the Congress of the 1930s were far 

less autonomous from powerful interests than was Roosevelt. 

It was not until the mass of weight supported the SSA's more 

controversial programs that the SSA was able to assume more 

autonomy from the insurance industry and medical professions. 

Periods of crisis, then, made state actors (here, both 

elected representatives and neophyte program bureaucrats) 

more concerned about offending powerful interests. It was 

during periods of prosperity, through strength in numbers, 

that they made their bolder departures from powerful interest 

groups. 

In their analyses, Skocpol and Poulantzas obscure the 

diversity of state actors and interests. 'l'his level of 

abstraction is a disservice and source of confusion for those 

wishing to understand political processes. 

Social Security: An Organizational 
and Historical Framework 

With these motivations and concerns in mind, this 

work focuses on the institutionalization of Social Security 

from 1935-1985, using an organizational framework. There are 

three major sections of Social Security: unemployment insur-

ance, public assistance (for the blind, needy elderly and 

orphaned), and old-age insurance. The first two programs are 

needs-based, while old-age insurance is allocated regardless 

of need. Only the old-age insurance section of Social 
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I will not cover in depth the 

unemployment or means-tested sections of Social Security 

legislation. (A major reason for this is elaborated in Peter 

J. Ferrara's book, entitled Social Security: The Inherent 

Contradiction. His basic argument is that there is an 

inherent contradiction in combining means-tested social 

welfare with across-the-board social insurance for 

retirement. The mechanisms utilized to determine who gets 

money, the philosophy behind the measures, as well as the 

groups involved all differ in the two separate types of 

social welfare legislation.) 

Legislative changes in old-age insurance were 

examined to determine which actors or forces were dominant 

over time. These legislative turning points were defined as 

changes of three sorts: (1) extensions of programs or bene-

fits that included entire new categories of workers (e.g., in 

1950, Social Security benefits were extended to regularly 

employed farm and domestic workers): (2) changes in either 

the earnings base or the contribution rate used to calculate 

the total Social Security tax to be paid; and (3) changes in 

the amount of benefits paid under existing programs. Table 

1.1 shows amendments to the act since its inception. 

were 17 amendments that were studied. 

There 

Both published and unpublished sources were used in 

the analysis. The National Archives, as well as archival 
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Table 1.1 Financing and average monthly benefit of old-age, 
survivors, disability, and hospital insurance. 

-------------------------------------
Act l years2 Earnings Contribution Rate 3 Average 

Base (Percent) Monthly 
Benefit under 

OASDHI 4 

1935-1947 1937-49 $3,000 1.000 

1939 1939-49 3,000 1. 000 

1950 1951-53 3,600 1.500 $164.84 

1954 3,600 2.000 

1952 1953 3,600 2.000 

1954 1955-56 4,200 2.000 207.84 

1956 1957-58 4,200 2.250 

1958 1959 4,800 2.500 214.75 

1960-61 4,800 3.000 

1960 1961 4,800 3.000 

1961 1962 4,800 3.125 236.88 

1963-65 4,800 3.625 

1965 1966 6,600 4.200 247.63 

1967 6,600 4.400 

1968 1968 7,800 4.400 236.53 

1969 7,800 4.800 

1969 1970 7,800 4.800 250.33 

1971 7,800 5.200 

1971 1972 9,000 5.200 302.24 

1972 1973 10,800 5.850 359.01 

1973 1974 13,200 5.850 338.25 

1975 14,100 5.850 

1976 15,300 5.850 

1977 16,500 5.850 

1978 17,700 6.050 



36 

Table l.l--Continued 

--------------------------------------
Act l Years2 Earnings Contribution Rate 3 Average 

Base (Percent) Monthly 
Benefit under 

OAS DHI 4 

1977 1979 22,900 6.130 367.57 

1980 25,900 6.130 

1981 29,700 6.650 

1983 1982 32,400 6.700 

1983 35,700 6.700 

1984 37,800 7.000 5 

1985 39,600 7.050 

1986 6 7.150 

1987 6 7.150 

1988 6 7.510 

1989 6 7.510 

1990 6 7.650 

1. Year Act legislated. 
2. Year Act effective. 
3. Employer and Employee each contribute equal percentage. 
4. In 1981 dollars. 
5. Employee pays 6.7 percent. Employee's additional .3 

percent is supplied from general revenues. 
6. Will be adjusted by Federal law to reflect increasing 

income levels. 

Sources: "History of the Provisions of Old-Age, Survivors, 
Disability, and Health Insurance, 1935-1981," 
U.S. Department of Health and Human Services, 
Social Security Administration, Publication No. 
11-11515, January 1982, p. 19. Average monthly 
benefits under OASDHI in 1981 dollars from Social 
Security Bulletin, Annual Statistical Supplement, 
1981, p. 70. Post-1982 statistics on earnings 
base and contribution rate taken from various 
sources. 
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records of the AFL-CIO, and National Association of Manu

facturers were perused. Review of these massive archival 

documents, coupled with the fact that the u.s. government is 

the world's largest producer of published materials, meant 

that there was no shortage of information. The task was to 

sort through both published and unpublished materials in the 

form of letters, petitions, Congressional documents (e.g., 

the Congressional Record, committee hearing records), and of 

course, secondary sources, to try to determine what were 

historical patterns versus isolated events. 

It is hoped that the knowledge gained through this 

work contributes to our understanding of legislative pro

cesses and the development of Social Security in various 

ways. First, most studies of policy formation have focused 

on the creation of new programs (like Social Security), but 

most policy debates center on extensions of already existing 

programs. It is argued here that not only initial support or 

opposition is important in examining how legislation evolves, 

but it is also important to highlight who shaped the final 

piece of legislation (regardless of the group's initial posi

tion on it), and even more critical to follow the process 

that evolves over time. 

Three periods in the history of old-age insurance 

emerged. The first period (1935-1949) was the creation of 

the Social Security bureaucracy and legitimacy of the 
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program. Especially in the case of a new bureaucracy, the 

early years are the crucial years. Many laws establishing 

new programs are passed without the necessary appropriations 

to fund the program. Programs instituted in one Presidential 

administration may not be continued in another administra

tion. Dahl writes that "Nothing is harder to create than a 

new institution, nothing harder to destroy than an estab

lished one" (1967:378). There were various factors that 

helped to explain the initial success of Social Security. 

Organizational theory suggests that processes of 

mimicry are important because they alleviate much of the risk 

and uncertainty present in major innovative change. The 

early Social Security Board had a tested model of the welfare 

state in the European nations. The public-sector solution to 

the welfare program was evident in European countries by the 

1880s. Social reformers and social workers in the u.S. 

therefore advocated this model during the turn of the 

century, but it would require the problems of the Great 

Depression to call forward the model (Weaver, 1982). This 

organizational dynamic is known as the "garbage can" model of 

pairing problems with solutions. The garbage-can model 

assumes that temporal order is such that answers are some

times formulated before a particular problem presents itself 

(March and Olsen, 1984; Perrow, 1986). 
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But the chaos engendered by the Great Depression did 

not in and of itself dictate the need for a Social Security 

program in the form it took. A broad number of solutions 

could be envisioned, but various key actors helped to shape 

the agenda. The Committee on Economic Security and President 

Roosevelt took an active part in shaping the programmatic 

outlines and molding public opinion. I will present evidence 

that Roosevelt stacked the early advisory groups on Social 

Security with only those individuals known to support his 

vision of the program. When the early program was threatened 

by charges that it was unconstitutional, Roosevelt responded 

with his famous court-packing plan that would have allowed 

him to appoint more Supreme Court justices. Roosevelt also 

encouraged the use of the early Social Security Board (SSB) 

members as the sole expert witnesses in congressional testi

mony regarding Social Security. It's not that alternative 

proposals were not heard by Congress. It was the case, 

though, that as political insiders, early supporters of 

Social Security knew what to say, when to say it, and who to 

say it to. This close alliance within the polity, between 

Roosevelt and the early SSB, was historically unique. The 

alliance helped to fend off many of the early attacks made on 

Social Security. It was a crucial resource in this period of 

economic crisis and programmatic instability. 



40 

The instability of the early years was also countered 

by SSB personnel. These individuals were carefully selected, 

visionary professionals, committed to Social Security. 

(There is an often-noted story about Arthur Altmeyer, an 

early chair of the SSB, kneeling down on the floor of his 

office with hundreds of index cards with individuals' names 

on them, spread out in front him. He was selecting personnel 

for the regional offices.) When this cohort began to retire 

in the 60s and 70s, their replacements were different from 

them in many ways. Partially because they had not gone 

through the early baptism-by-fire years, their commitment was 

not tested in the same way. The importance of careful selec

tion was not as crucial as it had been in the early years. 

Finally, an entrenched bureaucracy, by definition, does not 

attract entrepreneurial spirits or encourage major innovation 

or creativity. This cohort cycle and its implications can be 

seen in any bureaucracy that experiences waves of recruit

ment. 

Organizational theory also sheds some light on the 

role and stance of business and industrial organizations in 

the early years. While the early SSB used the welfare-state 

model of the European nations, representatives of business, 

industry, finance and insurance were less certain of the 

effects of Social Security. For them, foresight and ration-

ality were rarer than was limited rationality. Limited 



41 

rationality refers to the fact that most organizational 

actors have a short-term perspective and concentrate on the 

near future (perrow, 1986). They select from options that 

are only given as much attention as they deserve in the con

text of many important decisions needing to be made. Given 

that actors do not have complete and accurate information, 

and given that they only cursorily review their options, it 

is not surprising that the National Association of Manufac

turers, the American Medical Association, and the Business 

Advisory Council could not correctly predict how Social 

Security could ultimately serve them very well. It is argued 

here that initially, some representatives of business and 

industry were forced to swallow a pill that they didn't want, 

but later responded in a way that was most beneficial for 

their interests. It was not a masterplanned conspiracy, but 

rather an unplanned adaptation. 

The second period (1950-1972) was a time of massive 

expansion. Once the bureaucracy was in place, the organiza

tion exhibited predictable characteristics (such as wanting 

to maintain or expand their territory) that were independent 

of the particular function performed. Once the ground rules 

or status quo shifted, new ways of "doing business" emerged 

for all groups involved. They changed their mode of oper

ating based on the new rules. Further, once these interests 

became embedded in maintaining or expanding the benefits they 
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derived from Social Security, inertia or merely incremental 

changes were common. The cash benefits program created a 

clientele that lobbied for extended benefits, and tho~e not 

yet included lobbied for extended coverage. The public came 

to rely on Social Security income (so much so that in the 

1980s there were reminders that Social Security was never 

intended to replace all income lost through retirement.) 

Organizational theorists view this process as one in 

which state organizations assume a life of their own, 

independent of the individuals involved. Broader, social 

interests assume top priority. Specific roles within the 

organization evolve over time, and incumbents act out the 

pre-set script. Business, labor and other interest groups no 

longer tried to alter the foundations of the program, but 

rather lobbied for minor alterations. And while the economic 

prosperity of the 50s and 60s allowed expansion, program 

administrators and Congress were anxious to accommodate the 

growing demand for more adequate benefits. Although program 

administrators wanted components such as disability and 

hospital insurance from the start, it was not until this 

period of expansion that these were added. 

It was with the addition of disability and hospital 

insurance that we see how coalitions of actors can win out 

over more powerful or more numerous interests. Specifically, 

powerful representatives of the insurance industry and the 
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AMA, and the relatively numerous but disorganized taxpaying 

workers, represented relatively isolated interests during 

this expansion phase. Given the pressures for expansion, the 

opposition from these groups was muted (it was more clearly 

registered for the insurance industry and the AMA than for 

taxpayers) and disability and hospital insurance were 

enacted, while the tax rate and earnings base moved slowly 

upward. 

Finally, the last period (1973-1985) was one of 

programmatic retrenchment. The crisis in the trust funds and 

entrenchment of the bureaucracy meant less power and author

ity for the Social Security Administration. Social Security 

had also evolved into a more tightly coupled system. Tight 

coupling refers to a network of operations or organizations 

that make change occur quickly and interactive effects unpre

dictable but prevalent (Perrow, 1986:197). For Social 

Security, the most obvious example of tight coupling with the 

general economy was the linkage of benefits to the Consumer 

Price Index (CPI) in 1972. Why did this matter? The 

increasingly high costs of a maturing Social Security system 

meant that deficit spending, in the form of indirect general 

revenue financing, increased. This translated into more 

inflation. But Social Security benefits that were tied to 

the CPI meant that the process was a self-defeating and 

self-reinforcing one. 
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Another instance of tight coupling occurred over the 

lon~-term history of the program. As more and more of the 

population was covered by Social Security, bolstering the 

trust funds and increasing benefits by extending coverage was 

no longer an option. The political responsiveness of Social 

Security administrators and Congressional representatives was 

hampered by growth of the program. And yet, given that more 

individuals were covered, the demand for accountability and 

responsiveness was greater than ever before. 

This focus on the entire history of Social Security 

allows us to determine which factors are evident across time 

and which are period-specific. For example, I will argue 

that while Roosevelt had a great deal of autonomy from power

ful interest groups in the 1930s, this degree of presidential 

prerogative was a rare event. Even Ronald Reagan, generally 

felt to be among the most autonomous of American presidents, 

was unable to significantly alter Social Security. The key 

difference between them was the economic and political 

climate during their presidencies. Further, in the origins 

period, the Social Security Board and Congress exhibited less 

autonomy from business and industrial concerns than in the 

expansionary period. In the 1930s, administrators of the 

newly instituted bureaucracy, or Congressional representa

tives concerned with re-election were more likely to side 

with previously dominant interests to increase their odds of 
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choosing the right side. However, once Social Security was 

entrenched, administrators and representatives were in a much 

better position to make autonomous gestures to relatively 

disenfranchised groups. The reason for this was that a 

coalition of interests had evolved, making it easier for the 

Social Security Administration and Congress to enact legisla-

tion (i.e., disability and hospital insurance) that was vehe-

mently opposed by powerful interest groups I • 
; 1 • e . , the 

insurance industry and medical profession.) In other words, 

during periods of crisis, it is much more likely that organi-

zations will be affected by their environment, while during 

periods of calm they are in a better position to act back on 

that environment, independent of powerful interests. 

An analysis that focuses on the long-term processes 

of institutionalization also reveals how the original aims or 

goals of the organization may be diluted or displaced over 

time. presumably what occurs is an alteration, over time, of 

the institution's agenda. While the major goal of early 

Social Security legislation was to ease extremely high 

unemployment levels during the Depression (hence a focus on 

younger workers), demographic shifts in the United States' 

population in the past 50 years have created a new awareness 

of the fiscal crisis of the Social Security system (hence a 

concern over whether benefits will continue to be paid, and 

at what levels). Groups of workers recently tried to 
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withdraw from the system because of its perceived insolvency. 

The courts have been forced to take a stronger role in 

enforcing participation by most groups of workers (e.g., a 

1983 law bars state governments from withdrawing their 

employees). And because of demographic shifts, the elderly 

are encouraged to work for longer periods of time. In other 

words, a program of relief that was initially implemented to 

ease the economic stresses of unemployment may in many ways 

be seen as coerced investment in a precarious insurance 

plan--a perception that Social Security Administration 

officials try vigorously to combat. 

We also gain a sense of the importance of ideology 

and dogma in political life. Immediately after the consti

tutionality of the program was established in the 1930s, the 

analogy to private insurance was heavily emphasized in 

documents published by the SSB. It was believed that this 

would increase the acceptability of the new payroll tax, and 

in retrospect, it appears to have worked. In the context of 

a crisis in the trust funds of the 1980s, the new ideology 

that is promoted casts up reminders that Social Security was 

not intended to provide total replacement for lost income. 

Within the framework used here, both formal and 

informal organizations are considered crucial vehicles in 

generating social and political change; hence organizational 

theory yields the richest insights. Specific organizations 



... '" 

47 

such as the Social Security Administration, business and 

industrial associations (e.g., the u.S. Chamber of Commerce 

and the National Association of Manufacturers), elderly 

advocate groups (e.g., the American Association of Retired 

Persons and the National Council of Senior Citizens), and 

labor unions (e.g., AFL-CIO), actively altered the political 

and economic landscape. Neil Fligstein states that "action 

takes place in organizations. . we live in a world popu

lated by formal organizations" (forthcoming, p. 3). David 

Knoke writes that "In a complex political economy, where huge 

organizational entities are the prime movers, individuals, by 

pooling their resources in organizations, can achieve objec

tives that they would be unable to produce through their 

individual efforts" (1988:3ll-l2). I will argue that an ana

lysis that employs organizational theory yields more insights 

about novelties versus patterns, and is more accurate histor

ically than any of the alternative theoretical frameworks 

currently set forth. 

An organizational framework carries the analysis 

further than previous frameworks, primarily because it allows 

for specific state actors to affect their environment, rather 

than simply the reverse. Political actors are not only 

instruments of powerful interests, nor is the polity simply 

an arena. And while the neo-Weberians allow for some 
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independent state activity, their conception is not analyti

cally useful or accurate. 

Another contribution relates to the question of what 

generates political change. Here, I include an analysis of 

how social change influences political change, but in addi

tion, how the polity can also act back upon social struc

tures. Causation flows in both directions, in the sense that 

an outcome at an early period can be a cause at a later one 

(hence the necessity of longitudinal work). Much like a fork 

in the road, the choice of certain options at one point in 

time forecloses alternative routes. For example, the passage 

of social insurance legislation in 1935 meant that privati

zation of old-age insurance was never really a viable option. 

The polity, in the form of Social Security, played an 

increasingly important role in the u.S. economy; this made 

privatization untenable. 

I will also show how the process of institutionali

zation is often uneven, irrational, and inefficient. March 

and Olsen (1984) address this issue as "historical ineffi-

ciency." They note that in contemporary political science, 

behavior and institutions are often thought to evolve toward 

some optimal outcome--a sort of "survival of the fittest" in 

the polity. But they note that much political change is 

inefficient, irrational, and suboptimal. Social Security 
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A brief 

A key concern for Social Security in the early years 

was the size of the trust fund necessary to ensure solvency. 

Most agreed that the full funding required of private insur

ance companies was not necessary or desirable for a social 

insurance program. Program bureaucrats wanted larger 

reserves held in the trust funds than did representatives of 

private business and industry. The concern of the private 

sector was the following. If large reserves were allowed to 

accumulate, this would give the federal government a large 

pool of money to invest. Whether the money was invested in 

public or private concerns, this could pose a threat to other 

private competitors. A major factor behind the first amend

ments to the original act (the Social Security Amendments of 

1939) was that a relatively large reserve had accumulated, 

and representatives of business and industry wanted it low

ered. The SSB responded by expanding coverage to survivors 

and dependents of covered workers. Spending the trust fund 

reserves in this manner only four years after passage of the 

original Act, meant that the link between contributions and 

benefits had been obliterated. This choice was both a bless-

ing and a curse for the Social Security program. 

blessing in the sense that similar programs 

It was a 

could be 

initiated regardless of contributions; it was a curse in 
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outcome. 
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It was indeed a suboptimal 

Organizational theory also points to the fact that 

inertia is the norm in most entrenched bureaucracies. 

Largely because of this, incremental change was most common. 

For example, both disability and hospital insurance were 

desired from the beginning, but they were instituted first as 

assistance to the needy, and only later as a universal insur

ance paid regardless of financial need. 

An organizational focus, by definition, also requires 

us to demystify "the state," "labor," "capital," and "elderly 

advocate groups" by addressing them as a complex set of 

interested actors. There are important differences that 

emerge when we analyze specific organizationsi these are 

glossed over in using more abstract concepts. I discussed 

earlier that classifications such as elected versus bureau

cratic are essential in understanding short-term orientations 

versus longer-term orientations of state actors. Those 

individuals concerned about getting re-elected often had 

mutually exclusive goals from those concerned about the 

actuarial balance in the Social Security trust funds; large 

trust fund reserves were an incentive for politicians to 

increase benefits, despite the actuaries' emphasis on 

building up the reserves. Tenure affects orientation. 
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In other words, the state is composed of different 

interests and various organizations that sometimes have 

similar interests (e.g., ensuring the continuation of the 

economy), even though their ability to carry out their inter

ests often differs. By looking at different state actors 

(e.g., the executive, legislature, and Social Security 

Administration) and their respective influence on legislation 

over time, we can more accurately assess the relative impor

tance of individual state actors. This level of analysis led 

me to conclude that Congress and the Social Security bureau

cracy had less autonomy from various business and industrial 

interests during periods of crisis than they did during 

periods of stability and prosperity. 

Another useful distinction is the difference between 

organizations that pursue reformist tactics versus those that 

pursue more radical tactics. For example, differences in 

philosophies, hence strategies, lead in 1937 to the ouster of 

CIO-affiliated unions from those affiliated with the AFL. 

John Lewis, the new President of the CIO, was impatient with 

the AFL policy of slow, deliberate growth. The McCarthy era 

and charges of Communist infiltration of CIO unions forced a 

major "housecleaning"; in 1955 the CIO merged with the AFL 

once again. In the early years this meant that Social 

Security program administrators aligned themselves much more 

closely with the AFL than they did with the CIO. They could 
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not afford to risk their credibility and legitimacy at this 

early stage. Similarly, the radical Townsendites were less 

successful in having their agenda met than the more reformist 

American Association of Retired Persons. These are important 

distinctions that are not illuminated by notions such as "the 

state," "labor," or "elderly advocate groups." 

Conclusion 

Studying the long-term processes of legislative 

change or the institutionalization of a program provides new 

insights into both unusual circumstances and more usual or 

typical actors and methods of political change. By situating 

our arguments in the relevant economic and political context, 

we will refine our thinking regarding patterns versus idio

syncracies. 

Organizational theory provides many useful insights 

into these processes. Utilizing this framework, we need to 

specify which state actor or organization is being addressed. 

I will show that the polity, in the form of the SSA, is not 

only a dependent variable but also an independent variable, 

as a representative organization of "the state." Social 

Security and the SSA have changed the environment~- people's 

way of thinking about aging and their expectations sur

rounding aging have changed. Business and industry have 

learned to socialize the costs of the payroll tax through 

lowered wages and higher prices, but this was an unplanned 
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The concept of limited rationality is important 

here; most representatives of capital did not anticipate the 

benefits of Social Security legislation, but later were able 

to mold the legislation to their best interests. The larger 

sociological implications here relate to specifying the 

mechanisms of political action and the dynamics by which 

components of the state come to be institutionalized over 

time, making change incremental and major policy shifts rare. 

The remainder of the dissertation is organized in the 

following manner. Chapters 2 through 6 are organized in 

chronological order. Chapter 2 will cover the pre-1935 

period and events leading to the passage of the Social 

Security Act in 1935. It is important to remember that most 

work done on Social Security legislation deals with this 

period, and that Chapter 2 also specifies how this early 

period was typical or atypical in view of the overall 

history. Chapter 3 will cover the origins phase of 1935-

1949. While the 1939 amendments were the only major 

legislation passed during this time period regarding Social 

Security, this was a crucial time of entrenchment for the 

bureaucracy. Chapter 4 highlights the events of the glory 

days of the program from 1950-70. This chapter covers the 

massive expansion of the program during this era, in the form 

of broader coverage, higher benefits, and new programs (i.e., 

disability and hospital insurance). Chapter 5 addresses what 
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I call the "tipping point" of the program, a point embodied 

in the 1972 Amendments. This was the last in a long line of 

major benefit increases; amendments after 1972 took the form 

of programmatic retrenchments. It was the 1972 amendments 

that linked Social Security benefits to the Consumer Price 

Index. Chapter 6 covers the period from 1977-1985, a time of 

retrenchment and public disillusionment with the program. 

The framework employed in each of these chapters will 

give the reader a brief sketch of the economic and political 

environment prevalent in each of these periods. Through 

this, I intend to. show how factors both external and internal 

to the bureaucracy created a context that was primed for 

major or minor shifts. Following this, the nature of 

proposed changes are discussed, with the supporters and 

opponents delineated as well as the legislative outcomes. 

Finally, I will link sociological theories to the data 

presented. Within this discussion, I will reiterate the 

inadequacy of pluralist, neo-Marxist, and neo-Weberian 

accounts and point out the insights gained by an organiza

tional and historical framework .•.. In Chapter 7 there is a 

summary of key points, as well as some thoughts regarding the 

future of the program. 



CHAPTER 2 

GROUND ZERO: THE EARLY YEARS 

I remember that on election day in 1932 there was a 
strange unrest in America. There was murmuring in 
the marketplace. Mortgages were being foreclosed and 
people were losing their homes and farms. Those who 
had jobs were being dismissed because there was no 
business, and the factories were idle. There were 
long breadlines; thousands were hungry and cold. The 
citizens of the United States were afraid. (A mid
western homemaker, as quoted in a 1936 issue of 
Current History)l 

Introduction 

.55 

One of the most interesting aspects of studying 

legislative policymaking is analyzing the early debates on 

original legislation. Social Security is no exception. 

Perhaps this is why this early period is also, by far, the 

area where the most work has already been done. The key 

piece of legislation during this time period was the Social 

Security Act of 1935, which instituted both federally 

administered old-age insurance and state-administered 

unemployment compensation. This chapter covers the events 

that led to the passage of this legislation. 

The logic behind discussing the pre-1935 period as 

distinct from later developments .is the "ground zero" nature 

1. Donna Ashworth, "The New Deal as I See It," 
Current History, April 1936, Vol. XLIV, p. 41. 
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That is, in the early years, the 

program was more controversial, and alternatives were more 

evident. There was no existing structure to work with or 

mold, and everything seemed negotiable. The program was not 

yet entrenched bureaucraticall~ or in the minds of American 

taxpayers. It would not be until the legislation of the 

1950s that we would witness frequent expansions of the 

program. 

Discussion of the pre-1935 years is organized as 

follows. First, important events and shifting ideologies 

will be addressed, with the purpose of showing the economic 

and political landscape of the period. Then I will discuss 

important organizations or individuals who either supported 

or opposed Social Security in its early form. Following this 

account, I will address the theoretical models, and present 

an altern~tjve model. 

The Economic and Political Context 

Americans typically pride themselves on their indi

vidualism, but as early as 1830 Alexis de Tocqueville 

recognized that it was not individualism per se, but that 

"voluntary associ~tion was the real key to social action and 

organization in the United States" (Lubove, 1986:1). Conse

quently, in the late nineteenth and early twentieth century, 

nearly all forms of welfare relief or old-age assistance were 

private in nature. The problem of destitution was either 



57 

dealt with through individual families or private charities, 

and voluntary philanthropic associations were the primary 

source of economic assistance. Only those who could not be 

aided through private initiatives were left to obtain help 

through the uneven patchwork of state or local public 

assistance. Lubove explains the reasoning behind this 

orientation. 

The crucial consideration in allocating relief and 
rehabilitation responsibilities to the private sector 
was its presumed superiority in safeguarding against 
pauperization. For one thing, the poor could not 
interpret private assistance as a right; they had no 
statutory claim whatever. Similarly, the private 
sector would prove less susceptible to political 
pressures for liberalization of economic benefits. 
Most important, the private sector was better 
equipped to exert those moral and religious influ
ences which would prevent economic assistance from 
degenerating into a mechanical dole and source of 
pauperization. (1986:186) 

While economic relief in the u.S. was administered 

privately, the old-age pensions that had evolved during this 

period were likewise private, hence erratic. In an effort to 

"scientifically manage" their labor force, some employers had 

developed private pension plans in the late 1800s. Pensions 

became part of the bureaucratizing mechanism--the archetype 

of the calculable organization being bureaucracy, not democ-

racy (Lipset et al., 1956). Of all the workers covered by 

employer pension plans in the early 1930s, 80% worked for 

railroads, public utilities, and metal industries (Lubove, 

1986:128). The employers who had instituted pensions at this 
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time were the larger and more bureaucratic sectors of busi

ness, industry and finance, and they wanted a more efficient 

way of dealing with older workers. Company pension plans 

offered an easy, objective way for the employer to retire 

older workers, and pensions replaced the old, informal per

sonnel practice of providing for loyal older workers who were 

in need. The employer could fulfill their moral obligation 

in a consistent, predetermined manner. What had formerly 

been decided on an individual, case-by-case basis could now 

be dealt with bureaucratically. It was also the perception 

of some employers that the plans afforded ~n efficient, fair 

method for retiring more highly paid, superannuated workers, 

thereby creating positions for energetic young workers, who 

had the most up-to-date training. 

There was another incentive for employers to develop 

their own pension plans. Pension funds allowed the employer 

to create a pool of money that they could invest and earn 

interest on, and no taxes were due on monies contributed to 

these private plans. As we will see later, some of the busi

ness opposition to the original Social Security Act stemmed 

from the existence of these private pension plans. 

Although some employers offered private pension plans 

to their workers prior to the Social Security Act, it is 

important to note the limitations of these plans. Of the 418 

employer pension plans in existence in 1929, 45 had been 
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abandoned by 1932. 2 And as of 1932, only 15% of all u.s. 

workers were potentially covered under these plans; merely 5% 

of the needy aged received pensions (Graebner, 1980:133). 

Perhaps most importantly, the majority of employer pension 

plans implied a moral rather than legal obligation on the 

employer's part. These plans usually operated without 

provisions for accrued liabilities, and some specifically 

stated that pensions would be reduced in case of insufficient 

funds (Lubove, 1986:128). 

Labor unions were especially critical of these 

corporate retirement plans, charging that .employers used the 

pensions as a way of manipulating their employees. The 

American Federation of Labor contended that private pension 

programs were conducive to discriminatory practices, and they 

were eager to shift control of pensions from the private 

corporations to the "more neutral hands of state and national 

governments" (Graebner, 1980:51). The unions' objections 

were based on various grounds. First, a pension that an 

employer could grant or withhold at their own discretion 

could prove an effective weapon in combating union organi-

zation in the first place. Second, concentration on future 

pension benefits, traded for present wage increases, was a 

poor bargain if the company collapsed or discontinued the 

2. Sumner Slichter, "The Pressing Problem of Old-Age 
Security," N.Y. Times Magazine, October 16,1949, p. 9. 
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Third, unions appealed more strongly to younger 

workers, who were generally more concerned with wage and hour 

concessions. Fourth, the unions cited cases of workers gOing 

on strike and losing their pension rights, and instances 

where pensioners were called back to work during strikes by 

employers. Finally, these pensions were not portable, so 

workers were bound to a single employer to retain their 

pensions. 

The Great Depression wreaked havoc upon the ideolo

gical foundations of the United States, and in the shake-up, 

Social Security was to emerge as one of the most significant 

and enduring of the New Deal reforms. Given the context--a 

booming economy in the 1920s followed by the economic 

collapse in the 1930s--historically unprecedented departures 

from private voluntary efforts were required. 

But it would take the economic crisis of the Great 

Depression to change this orientation toward private provi

sions, to a new emphasis on universal social insurance 

against the hazards of unemployment and old age. With the 

crisis brought on by the Depression, it was clear that 

private relief and private pensions could not deal with the 

magnitude of problems associated with massive dependency. 

The stock market crash of 1929 and the ensuing 

Depression brought economic ruin unlike that of any period in 

American history. In 1933, one out of every four individuals 
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was officially listed as unemployed (see Figure 2.1). The 

traditional emphasis on hard work, thrift, and individual 

initiative suddenly rang hollow to the masses of unemployed. 

Massive unemployment meant that the unemployed began to blame 

the system, rather than themselves as individuals. The 

Communist Party in the United States captured more and more 

attention, and in 1932, for the first time in u.s. history, a 

Communist Party candidate ran for President ~nd captured 

102,785 votes. 3 Communist party membership, while still 

relatively small, also increased during the Depression. 

Further, for business and industry, high unemployment meant 

lack of spending power on the part of the general public, 

with a depressant effect on sales and profits. But the range 

of possible solutions to these problems was relatively wide, 

and it is this factor which makes the form of the 1935 Act 

important. 

In 1934, Roosevelt established the cabinet-level 

Committee on Economic Security (CES), which consisted of the 

Secretary of Labor as chairperson, the Secretary of the 

Treasury, the Attorney General, the Secretary of Agriculture, 

and the Federal Emergency Relief Administrator. Roosevelt 

instructed this Committee to make a comprehensive study of 

the factors which lead to destitution and dependency, and to 

3. Historical Statistics of the United States, 
Colonial Times to 1970, Part 2, U.S. Department of Commerce, 
Bureau of the Census, p. 1073. 



62 

26 

24 

22 

20 

18 

'tl 16 
~ 
0 

14 Q. 
E 
(I) 12 c 

:::l 

~ 10 

8 

6 

4 

2 

A 

( \ 
I '" / \ "-

/ \ / " r\ 
/ V \ 
/ \ 
/ \ 
/ '\ 

/ \ 
II \ // --..... 

'\ / 
~ /" 

0 
1929 1934 1939 1944 1949 

Yeo!" 

Figure 2.1. Civilian unemployment rate, 1929-1950. (Source: 
Historical Statistics of the U.S., Colonial 
Times to 1970, Bicentennial Edition, Part 1, 
Washington, D.C.: U.S. Bureau of the Census, 
1975, p. 135) 
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recommend appropriate measures which would provide protection 

against the causes of insecurity. 

The CES studied the issues, and in addition to the 

realization that the states could not be expect~d to be 

responsible for the enormous relief measures that were 

required, it was also recognized that the profit motive of 

business and industry might not ensure the best old-age 

insurance coverage possible. 4 After noting the shortcomings 

of private or state-administered pension plans, and the 

success of foreign nations with old-age insurance, their 

beliefs were strengthened in the wisdom of federal control. 

Social Security represented a major shift in emphasis 

from personal initiative and hard work, to provision of a 

minimal floor of security for all citizens. A key force 

behind the original Social Security Act was high unemploy-

ment. Both the unemployment compensation, and the old-age 

insurance components of Social Security legislation (these 

were separate Titles of the 1935 Act), were designed to deal 

with the problem of unemployment. Old-age insurance was 

viewed as a way to retire massive numbers of older workers 

and transform them from producers to consumers. 

4. Congressman Burdick from North Dakota said, "It 
seems that as the last few years have sped past, we have been 
so engrossed in the mad pursuit of making more money, more 
profits, collecting more interest, that we have forgotten how 
to live." Congressional Record, Vol. 79, 74th Congress, 1st 
Session, 1935:5556. 
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Not only through the Committee on Economic Security, 

but in various other ways, it is clear that Roosevelt played 

a key role in getting the Social Security Act of 1935 

passed. Not only was he a popular president (he won 57% of 

the popular vote in 1932, and 61% in 1936),5 but Social 

Security was a top priority for him--attacks on Social 

Security were interpreted by Democrats as attacks on 

Roosevelt. In addition, Roosevelt was astute in monitoring 

the political climate and maneuvering to get Social Security 

legislation passed. 

Early on, to make it appear as though all interests 

were represented in the early debates regarding Social 

Secur~ty, Roosevelt appointed an Advisory Council on Social 

Security. He was careful to include representatives of 

business and industry, labor, and the public 6 . However, 

while it appeared on the surface as though all interested 

groups were represented, in actuality, the membership was 

"stacked" to include only those repre$~~atives of these 

groups known to be favorable to the proposed system. Indus-

trial and business groups known to be opposed to Social 

Security (e.g., the National Association of Manufacturers and 

5. Historical Statistics of the United States, 
Colonial Times to 1970, Part 2, U.S. Department of Commerce, 
Bureau of the Census, p. 1073. 

6. File Folder, "011-011.1," Chairman's Files, 1935-
1942, Record Group 47, National Archives, Washington, D.C .. 
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the u.s. Chamber of commerce), were simply excluded from the 

Advisory Council. 7 

A letter dated August 16, 1934, from Arthur J. 

Altmeyer (then Second Assistant Secretary to Secretary of 

Labor, Frances Perkins) to Mary Dewson, Vice Chair of the 

Democratic National Committee, reveals this "stacking of the 

deck": 

There is an Advisory Council to be appointed to as
sist the President's Committee [CES]. This Advisory 
Council will be to some extent representative of the 
various interests affected but should consist of 
persons who are in full sympathy with the objectives 
of the program. Miss Perkins would like to have you 
serve on this Advisory Council. In any event she 
wants your recommendations as to persons whom you 
think should serve. If you will only think of 
persons as much like yourself as possible you will 
know the type of person that Miss Perkins has in 
mind. She is particularly anxious to have people who 
will be able to stimulate and shape public opinion in 
their respective communities. 8 

Thus, existing dissension within groups known generically as 

"business and industry," "labor," and "the public" was used 

to Social Security's advantage by Roosevelt and other 

proponents of social insurance, through their choosing 

representatives known to be sympathetic to the program. 

Members of this Advisory Council were selected first as 

individuals sympathetic to the cause, and only secondarily 

7. Ibid. 

8. Arthur J. Altmeyer to Mary 
1934, File Folder "Altmeyer-OIl," Records 
the Social Security Board (1935-42), 
National Archives, Washington, D.C. 

Dewson, August 16, 
of the Chairman of 
Record Group 47, 
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because of their affiliation with a particular business, 

industry, finance, or labor group. This behind the scenes 

secrecy was noted by Max Weber to be a common occurrence in 

bureaucracies. 

Bureaucratic administration always tends to be an 
administration of 'secret sessions'; in so far as it 
can, it hides its knowledge and action from criticism 

[T]he tendency toward secrecy in certain 
administrative fields follows their material nature: 
everywhere that the power interests of the dominant 
structure toward the outside are at stake. . we 
find secrecy. (Cited in Becker, 1986:144-5) 

It must be noted that Roosevelt's CES and the 

Advisory Council were not the only groups working on propo-

sa Is to deal with the economic hardships brought on by the 

Depression. Wallace Sayre (1936) wrote of the Ilpolitical 

ground-swell 11 around the issue. According to Sayre, this 

ground-swell was the result of massive unrest with the 

existing socio-political order. One of the most popular 

competitors of Social Security was the Townsend Old-Age 

Revolving Pension Plan. Francis E. Townsend was a retired 

physician from Los Angeles who circulated a petition to 

Congress in 1933 proposing a Ilrevolvingll pension. This 

pension would be financed by a tax to be paid each time a 

transaction was made in the process of production or 

marketing. Critics, many of them supporters of Social 

Security, labelled the tax pyramiding and argued that the 

economic costs would be enormous. The Townsend Plan promised 

all individuals over the age of 65 benefits of $200 per 
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month. In order to stimulate the economy, pensioners would 

have to document that they had spent the entire $200 in any 

particular month in order to get the following month's 

pension. Again, critics argued that the administrative costs 

of collecting and monitoring such documentation would be 

excessive. Nevertheless, the Townsend movement was large and 

well organized; by 1935, Townsend claimed 3.5 million paid 

supporters, and 7,000 Townsend Clubs had been organized 

(Weaver, 1982:70). Twenty million people signed petitions 

asking Congress to pass the Townsend Plan. 9 Both the amount 

of the monthly pension and its "flat" nature (everyone would 

receive the same amount regardless of need) meant that it was 

considered much more radical than the CES proposals. 

Another competitor to Social Security was Senator 

Huey Long's Share-Our-Wealth campaign, which was an attempt 

to follow through on Roosevelt's 1932 campaign promise to 

give the American people an opportunity to "share in the 

redistribution of wealth."lO Long proposed a federal tax of 

100 percent on annual incomes in excess of $5 million and/or 

9. Congressional Record, Vol. 79, 74th Congress, 1st 
Session, 1935:5456. (Townsend lost much of his popularity 
after he refused to answer questions posed by a Congressional 
Committee and was eventually declared in contempt of Con
gress. President Roosevelt pardoned Townsend, which saved 
him from serving jail time. Townsendism as a movement 
continued, and survives to this day. See The Star-Spangled 
Retirement Dream, by James Gollin, NY: Charles Scribner's 
Sons, 1981, p. 109.) 

10. Congressional Record, June 22, 1935, p. 9908. 
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property valued at more than $50 million. The proceeds were 

to be distributed by giving everyone a homestead, car, radio, 

and washing machine. Individuals over 60 who had annual 

incomes less than $1,000 and property valued at less than 

$10,000 would receive monthly pensions of $30 (Weaver, 

1982:70). To rally support for his program, 

. the Kingfish hired a flamboyant, thirty-year
old Disciples of Christ preacher named Gerald L.K. 
Smith. Smith, who later became the doyen of Ameri
ca's white supremacists, toured the towns and hamlets 
of the Delta South with his master's message. 'Let's 
pull down these huge piles of gold until there shall 
be a real job. Not a little old sow-belly, 
black-eyed pea job but a real spending money, beef
steak and gravy, Chevrolet, Ford in the garage, new 
suit, Thomas Jefferson, Jesus Christ, red, white, and 
blue job for every man! '. . within eighteen months 
there were 27,431 Share Our Wealth clubs, with a 
total membership of 4.7 million. (Go11in, 1981: 110) 

Another competitor of Social Security was the 

National Union for Social Justice, founded by the charismatic 

"radio priest" of Detroit, Father Charles Coughlin. This was 

the first mass pressure movement of American Catholics. 

Reverend Coughlin advocated "a silver-backed currency . 

nationalizing industry, and . saving the working man from 

'the vested interests'" (Gollin, 1981:109). Like Townsend, 

Coughlin had millions of supporters, but the movement col-

lapsed after a barrage of anti-Semitic rhetoric forced his 

religious superiors to order the radio priest off the air. 

Various other relatively small, esoteric, and radical 

groups presented other alternatives. The Utopians proposed 
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planned production, three-hour work days, and retirement at 

age 45. Other alternatives were upton Sinclair's socialistic 

EPIC (End Poverty in California, later renamed End Poverty in 

Civilization); the conservative American Liberty League, 

whose primary intention wa~ to detach more conservative 

Democrats from their support of President Roosevelt; and the 

Southern Committee to Uphold the Constitution, which had a 

program and purpose very similar to the American Liberty 

League but was based in Georgia and Texas. The role of these 

advocate groups, in retrospect, was one of providing a 

radical alternative to the Social Security program. Most of 

these programs promised benefit amounts greatly in excess of 

original Social Security benefits (about $14 per month). The 

social movements literature notes that these "radical flank 

effects" essentially force some reaction from legislators, 

albeit less radical solutions. Carolyn L. Weaver, writing 

about these more radical alternatives states that 

. the success of the Townsend movement may well 
have been more apparent than real, for a great deal 
of the literature on the movement was written by 
affiliates of the CES and other social insurance 
advocates. The incentive was strong to overstate the 
popularity of radical plans so as to pose false 
alternatives to the economic security bill. Indeed, 
the immediate effect of both the Townsend and Long 
movements was to smooth the way for the Social 
Security Act, which by contrast could only appear 
moderate. (1982:71) 

Supporters of Social Security, then, portrayed these 

alternatives as viable ones. Then they began the task of 
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discrediting their value in relation to Social Security. 

There were two major problems that were cited regarding these 

alternative programs. First, it was relatively easy to 

discredit the high benefit amounts (e.g., the $200 per month 

promised by the Townsend Plan) by citing actuarial estimates 

on the costs to workers of such large monthly benefits. A 

balance between the taxpaying worker and the beneficiary had 

always been emphasized by Social Security advocates as the 

only politically acceptable route to pursue. Second, the 

notion of a flat pension plan was less consistent with the 

meritocratic ideology prevalent in America. That is, the 

Social Security program that emerged made a clear link 

between the amount of wages earned and the amount of benefits 

to be paid out, and fit well with' the American ideology of 

"fairness." 

But clearly, as the popularity of these various 

programs attested, the public was registering their dissatis

faction with existing conditions, and their petitions to 

Congress did not go unheeded. The Congressional Record 

reveals that Congress felt compelled to do something about 

the economic hardships brought on by the Depression and the 

very high unemployment rates. Indeed, there are many 

instances that reveal a concern that 

economy was threatened with collapse. 

our entire capitalist 

A statement by House 
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Ways and Means Chairman Robert L. Doughton (D-North Carolina) 

exemplified this concern: 

The existence of such a large relief problem, the 
presence of insecurity on such a vast scale is a 
serious threat to our economic order. The fact 
that several of these proposals [many of those listed 
above, and correctly perceived to be more radical 
than Social Security] have attracted a wide-spread 
following implies a threat to our existing institu
tions which should not be regarded lightly.Il 

Representative George Burnham (R-California) reported that he 

had received "numerous petitions bearing the names of thous-

ands of my constituents who are vitally interested in the 

plan and demand its consideration.,,12 (Townsend was most 

popular in California, and this factor may have led a 

Republican Representative from that state to demand the 

consideration of Social Security.) Representative James Mott 

(R-Oregon) asked, "Is this body, the duly constituted repre-

sentatives of the people and the law-making authority of the 

people, going to deny completely these petitions of the 

people?,,13 Represent at i ve Ri cha rd Duncan (D-Mi ssou r i) a Iso 

reported that the "letters we get from the old folks in our 

districts are pitiful. They believe honestly in their hearts 

11. Congressional Record, Vol. 79, 74th Congress, 
1st Session, 1935:5468. 

12. Congressional Record, Vol. 79, 74th Congress, 
1st Session, 1935:5583. 

13 . Congressional Record, Vol. 79, 74th Congress, 
1st Session, 1935:5457. 
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that they are going to get $200 a month or $100 a month."14 

Representative Byron Scott (D-California) believed in pro-

viding adequate coverage and criticized some of his fellow 

legislators, saying, 

Most of us have sort of grown up with certain 
fundamental concepts and convictions. When we were 
learning them they were perhaps correct. In the 
meantime, however, so much has happened, and things 
have changed so in the past few years that many 
people are left in a confused state of mind ... very 
few people [used to believe in] unemployment insur
ance or old-age pensions. Rugged indi vidualism was 
the accepted theory. Our technological devel
opment has tended to throw men out of employment, but 
at the same time it is tending to increase the 
national income, the wealth that is produced each 
year. .. The funny part about it is that we were 
so willing to move clear up to the twentieth century 
as far as our technological development is concerned, 
but when somebody comes along with an invention in 
the social field we turn it down because our minds 
cannot grasp a new idea. 15 

Opponents of Social Security suggested that socia~ 

insurance of any sort would encourage idleness. Chairman 

Doughton disagreed, 

Quite the contrary. The worker's right to benefits 
is conditioned upon his previous employment, and 
social insurance will do nothing to break down the 
sacred American tradition of self-reliance and initi
ative. It must be recognized that the aged 
person in need of public assistance is in a different 
class from the ordinary relief case. There is no 

14. Congressional Record, Vol. 79, 74th Congress, 
1st Session, 1935:5547. 

15. Congressional Record, Vol. 79, 74th Congress, 
1st Session, 1935:5547-48. 



question of returning him to society as a ware 
earner. His time of gainful employment has passed. 6 
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The concern with efficiency and economic usefulness were 

utilized by many as arguments in favor of Social Security. 

Mott stated, "Those who are able to do the work required by 

modern industry are those who are physically able and who 

have not reached the age limit of their economic usefulness 

in and to industry.,,17 Mott was a supporter of Social 

Security as long as the worker be required to "retire from 

competition and to spend his pension money." 

It was also argued that the burden of providing for 

the elderly was depressing the initiative of younger 

workers. Senator Robert F. Wagner (D-New York) stated, 

The incentive to the retirement of superannuated 
workers will improve efficiency standards, will make 
new places for the strong and eager, and will in
crease the productivity of the young by removing from 
their shoulders the uneven burden of caring for the 
01d. 18 

Again, it is important to reiterate that the biggest 

concern was the creation of new jobs. Representative Reuben 

Wood (D-Missouri) emphasized a key consideration in all 

retirement policies, citing the case of the Rai lroad Men IS 

Retirement Act: "if it should go into effect, it is esti-

mated that in the first year it will take out of service 

16. Ibid., p. 5468-69. 

17. Ibid., p. 5568. 

18. Ibid., p. 9286. 
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approximately 250,000 railroad men, placing them on a pension 

or annuity. That would naturally make openings for 250,000 

younger men."19 

Pleas for assistance also carne from state and local 

governments, many of whom could not remedy these problems 

with existing local monies. A resolution was sent to 

Congress from the Board of Supervisors of San Diego County in 

California, urging Congress to pass the Social Security 

legislation. 

Labor groups actively supported Social Security 

legislation, as did Francis Perkins, the Secretary of 

Labor. 20 The support of labor was not merely ideological 

however; the Depression and high unemployment had virtually 

emptied the coffers of union pension plans, strike funds, and 

unemployment monies. The 1934 Proceedings of the American 

Federation of Labor's Annual Meeting reveal this concern, 

"Even the most powerful unions of skilled workers, despite 

their herculean efforts to protect their members against 

these industrial hazards, find their treasuries depleted and 

19. Ibid., p. 5560. 

20. The Social Security Board was originally housed 
in the Department of Labor building, and labor unions wanted 
the Social Security Board to be administratively supervised 
by the Department of Labor. (File Folder, "AFL-1940," Chair
man's Files, 1935-1942, Record Group 47, National Archives, 
Washington, D.C.) 
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themselves impotent to cope with these problems."21 These 

groups anxiously looked forward to the economic relief 

provided by the new Social Security legislation. 

The fact that unions sought economic relief from the 

federal government is one form of socialization of domestic 

security costs that O'Connor's neo-Marxist analysis largely 

overlooks. That is, other groups besides monopoly capital 

had economic interests in the expansion of the welfare state. 

Some individuals within the unions even believed that their 

pensioners could be transferred en masse to the government 

system. A letter from Arthur J. Altmeyer to Frank Morrison, 

Secretary-Treasurer of AFL, reflected this concern regarding 

the effect of Social Security on existing pension plans. 

Altmeyer wrote that these plans 

.. can be carried on without regard to the Social 
Security Act or can be modified so that the total 
benefits under the private system and under the 
Social Security Act combined are equal to what is now 
provided under the private system alone. However, 
the liability now existing in the case of persons 
already pensioned under private pension plans could 
not be transferred to the government system. 22 

Although representatives of labor supported Social 

Security legislation, they did so only under certain 

21. American Federation of Labor Annual Meeting 
Proceedings, 1934, p. 207, AFL Archives, Washington, D.C. 

22. Letter from Altmeyer to Frank Morrison, Secre
tary-Treasurer of AFL, dated June 5, 1936, File Folder, "AFL-
1940," Chairman's Files, 1935-1942, Record Group 47, National 
Archives, Washington, D.C. 
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conditions. The president of the American Federation of 

Labor, William Green, agreed that labor should share the 

burden of old age insurance "because everyone gets old" 

(McGill, 1977:8). Green favored a tax on payroll to be paid 

by the employer and employee, and suggested that funds should 

be pooled in the States rather than in company reserves. 

However, Green did not agree that labor should pay any 

portion of the unemployment insurance tax. He argued that it 

was, after all, the employers who laid workers off. 

It is also interesting that both the American Feder-

ation of Labor and the more radical Congress of Industrial 

Organizations were vehemently opposed to the Townsend Plan. 

They labeled the proposed $200 per month pensions as 

"unrealistic."23 The reasons for this opposition were 

clearly stated in a letter from William Green to state and 

local union affiliates: 

As responsible representatives of the interests of 
wage earners, the American Federation of Labor and 
its affiliated unions. . approved unanimously a 
report of the Executive Council against too great of 
extravagance in one phase of the Social Security 
program at the expense of tax increases on workers 
and failure to provide simultaneously for other 
pressing needs such as more adequate compensation for 
employment [the AFL during the early 1930's was 
lobbying for minimum wage laws], provision for 

23. File Folder, "American Federation of Labor," 
Chairman's Files, 1935-1942, Office of the Commissioner, 
Social Security Administration, Record Group 47, National 
Archives, Washington, D.C. 



temporary and permanent disability, and health 
insurance. 24 
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But security for workers also was perceived as secur-

ity for business and industrial interests. Time and again 

the Congressional Record shows concern with the stabilization 

of the two. These two issues were inextricably linked. 

Those in favor of the Social Security Act consistently spoke 

of the reduced purchasing power of the people and the fact 

that this causes "in itself recurrent industrial depression 

which arises out of the failure of consumption to keep pace 

with production."25 

Despite a great deal of support for Social Security 

in the 1930s, Congressional opposition reveals that the 

program was very controversial in the early years, unlike the 

relative complacency and acceptance that we will see in the 

1950s and 60s. The party-line split between Democrats and 

Republicans was most prevalent during these early years, with 

roughly 30% of the Republicans voting "nay" on the 1935 Act, 

while fewer than 5% of the Democrats voted against it. 26 

24. Ibid. 

25. Ibid., 5572-73. 

26. Even in 1935, however, in the final House and 
Senate votes, only 14 Democrats and 23 Republicans voted 
against the Act. (Source: File Folder, "011-011.1," Chair
man's Files, 1935-1942, Office of the Commissioner, Social 
Security Administration, Record Group 47, National Archives, 
Washington, D.C. 
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Early Congressional opposition to the Act emanated 

primarily from Republican representatives who equated it with 

Roosevelt--to attack Social Security was to attack Roosevelt 

and the Democrats. The Republicans protested that there were 

too many standards, too much federal domination, and tax 

rates were too high. They argued that the government could 

not and should not bear the burden. Representative Charles 

Eaton (R-New Jersey) stated 

I think we stand today in this country at the 
crossroads of a great decision which transcends all 
parties, all sections, and all interests; and this 
decision is whether we are going to choose American 
organized industry as the instrument for the solution 
of these tremendous, far-reaching problems, or 
whether we are going to resort to some modified form 
of Russianism and attempt to solve these problems by 
government. 

Eaton called the New Deal an un-American institution and went 

on to say "the ultimate aim of the New Deal is to place all 

American industry, business, and individual liberties under 

the control of Government here in Washington." Eaton empha-

sized the importance of this sort of view for politicians--· 

"if you take the industrialists out and stand them before the 

wall and destroy them, what is going to happen to the poli-

ticians?"27 

A contingent of powerful Democrats from the South was 

also opposed to Social Security because of the federal 

27. Congressional Record, Vol. 79, 74th Congress, 
1st Session, 1935:5581-82. 
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intrusion it represented. These Southern Democrats con-

trolled key Congressional committees in the 1930s because 

committee chairs were selected on the basis of seniority. 

Since Southern Democrats often ran unopposed, they tended to 

have more seniority than representatives from other states. 

They felt that the Southern tenant farm-based economy would 

be undermined by federal dollars being pumped in. This meant 

that the u.S. developed a system of unemployment relief that 

was state-administered (therefore granting much local 

autonomy), and a federally administered system of old-age 

insurance. The old-age insurance provisions originally 

excluded agricultural and domestic workers, many of whom were 

blacks living in the South. Indeed Quadagno (1985) has 

argued that the influence of these Southern Democrats was the 

main reason for our bifurcated Social Security system. 

From the moment that the Social Security Act was 

proposed, some representatives of business and industry ex-

pressed fear that the program would restrict their freedom of 

movement, both in terms of preexisting corporate pension 

plans (as mentioned earlier), and also in terms of excessive 

government regulation. Senator King (New York) received a 

telegram from the officers of Endicott Johnson Corporation 

that read as follows: 

For many years our company has assured its 19,000 
workers protection similar to that provided in the 
pending Social Security program, and because of this 
we strongly urge that Federal legislation permit 



States to enact legislation allowing financially 
responsible employers to set up separate company 
reserves. If this opportunity is afforded New York 
State, we believe we can convince our legislature 
that such separate reserves are necessary to protect 
us as payer of high wages against low-paying 
employers in other states. 2 
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Implicit in the above statement, was the idea that pension 

reserves created capital for corporations, and protected 

their competitive positions within their respective indus-

tries. Representative John Taber (R-New York), who opposed 

the Social Security bill, stated that "Many industries have 

already set up old-age retirement propositions for their 

employees. Many industries are taking care of unemployment 

insurance themselves. No exemption is made for these 

people." When Taber was questioned on which industries 

provided unemployment relief, he could name only one, and 

that was American Telephone and Telegraph. 29 

More conservative business and industrial leaders 

opposed Social Security for other reasons also. High rates 

of labor turnover were undesirable in their eyes. In other 

words, 

. decreased labor turnover was also conceived as 
a method of building conservative values into one's 
work force, an exercise that assumed special impor
tance in the years immediately following World War I 
and in the late 1930's. Employers knew that a strike 
posed a whole range of different questions for older 

28. Signed George Johnson, Chairman of the Board, et 
al., ibid., p. 1824. 

29. Ibid., p. 5545. 



workers than for younger ones, and that their re
sponses to those questions were more likely to be 
conservative. 30 
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Other business and industry opposition stemmed from 

the notion of a payroll tax, half of which would be paid by 

the employer. For the National Association of Manufacturers 

(NAM) and the U.S. Chamber of Commerce, the idea that they 

would have to contribute half of the amount of the tax on 

wages was totally unacceptable in the 1930s. 

Prior to the 1930s, NAM was "predominantly a spokes-

man for small and medium businesses [but] was transformed 

during the early 19308 into an anti-New Deal vehicle 

dominated by big business."31 A flier produced by NAM and 

sent to thousands of industrialists throughout the United 

States in May of 1935 (the Social Security Act was passed on 

August 14, 1935) suggested that the "so-called social 

security [will] mean industrial in-security."32 They urged 

industry to "send your views on this bill at once to your 

30. William Graebner, A History of Retirement: The 
Me ani n g and Fun c t ion 0 f An Am e ric a n Ins tit uti 0 n , 1 8 8 5 -1 9 7 8 , 
New Haven: Yale University Press, 1980:36-7. 

31. Theda Skocpol, "Political Response to Capitalist 
Crises: Neo-Marxist Theories of the State and the Case of 
the New Deal," Politics and Society, Vol. 10, (2), 1980:168. 

32. Letter to NAM affiliates from C. L. Bardo, 
President, dated May 8, 1935, File Folder, "NAM," Chairman's 
Files, 1935-1942, Office of the Commissioner, Social Security 
Administration, Record Group 47, National Archives, Washing
ton, D.C. 
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senators.,,33 Affiliates of NAM did not think that industry 

should have to pay taxes "for the social security of its 

employees, and Alfred P. Sloan [President] announced that 

'industry has every reason to be alarmed at the social, 

economic, and financial implications. The dangers are 

manifest'" (Piven and Cloward, 1971:93). Silas Strawn, a 

former president of the U.S. Chamber of Commerce and the 

American Bar Association, said that the Act was "economically 

preposterous and legally indefensible."34 

The Am~rican Liberty League, strongly backed by 

General Motors and DuPont, also opposed Social Security. The 

opposition emanated primarily from business' perceptions that 

only ill effects would be realized from increased govern-

mental intervention in the economy, and the added burden of a 

new tax on payroll. Representative Eaton wanted to give a 

chance once more to "American industry, American initiative, 

and American self-reliance to assert themselves. . [The 

New Deal] is simply one more step toward sovietizing our 

distinctive American institutions."35 Warning of the 

dangerous precedent that would be set, Representative John J. 

0' Connor (D-New York), said that with Social Security "we 

33. Ibid. 

34. Proceedings of the Thirteenth Annual Meeting of 
the American Life Convention, Chicago: ALC, 1935, p. 130. 

35. Congressional Record, Vol. 79, 74th Congress, 
1st Session, 1935:5583. 
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would have the spectacle of sons and daughters giving up 

supporting their parents and wanting the Federal Government, 

to support them. We of the great State of New York take care 

of our deserving aged people, but we do not deceive and 

delude them. 36 

There was also hostility toward Roosevelt's "Brain 

Trust." Some members of Congress were concerned that 

industry was not being sufficiently reassured by the policies 

being developed by this group. Republican Representative 

Harold Knutson (Minnesota) sums up the hostility toward the 

"Brain Trust" nicely by saying 

. not a man on the [Ways and Means] committee 
really understands this bill. It was drawn up by 
members of the 'brain trust', many of whom, probably 
had never earned a dollar in their lives and they are 
not earning anything now--theorists, college profes
sors, young whipper-snappers, some of them not dry 
behind the ears. 37 

Representative Allen T. Treadway (R-Massachusetts) complained 

on April 12, 1934 that "While this measure has been before 

Congress since the middle of January, and more than a 

thousand pages of testimony have been taken, I want to call 

attention to the fact that there was little testimony from 

36. Congressional Record, Vol. 79, 74th Congress, 
1st Session, 1935:5461. 

37. Congressional Record, Vol. 79, 74th Congress, 
1st Session, 1935:5541. 
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persons of experience in business lines."38 Treadway focused 

especially on the additional burden of the payroll tax on 

business and industry. 

And even though business opposition to the original 

act existed, this opposition may have been somewhat muted due 

to the influence of the Reconstruction Finance Corporation 

(RFC). President Hoover had begun this experiment in general 

financial relief, known as the RFC. As explained in a 1934 

article entitled, "Business on the Dole," 

This corporation was an institution whose mission it 
was to lend to hard-pressed banks and to certain 
classes of business enterprises, notably, as it 
turned out, railways and insurance corporations, the 
sums that were necessary to meet their current obli
gations. The RFC obtained the funds with which to 
carry out this work from the Treasury Department, 
while the Treasury (which already had a deficit in 
its own operations) obtained the necessary money by 
selling its bonds or notes to anyone who would buy 
them--largely to the banks. With the funds thus 
acquired, the hard-pressed railroads, banks, insur
ance companies and others paid off their creditors, 
in full or in part, as circumstances required. They 
now owed the government, which owed the community.39 

In essence, some business and industrial leaders were 

concerned that if they spoke out too loudly against Social 

Security, the RFC would call their loans. Further, any 

vehement opposition on their part would appear as a blatant 

double-standard--it's acceptable for the government to bail 

38. Congressional Record, Vol. 79, 74th Congress, 
1st Sesesion, 1935:5528. 

39. "Business on the Dole," H. Parker Willis, Cur
rent History, October 1934, Vol. XLI, p. 3, NY: NY Times Co. 
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out business and,industry, but not workers. It quieted some 

potential opposition. 

Although some business groups were opposed to this 

original legislation in 1935, it is also true that there were 

pockets of support for Social Security among business 

leaders. Among these groups were the National Industrial 

Conference Board and the Business Advisory Council. These 

groups fit well with O'Connor's "corporate liberal" thesis, 

and represented progressive ideas on social welfare legisla-

tion. Indeed, O'Connor uses the Business Advisory Council's 

support to bolster his argument. Further, archival documents 

reveal that some smaller employers, without existing pension 

plans (who were therefore more poorly equipped to provide 

attractive pension plans than were larger employers), were 

more supportive of the original Social Security Act. These 

companies were not in a financial position to provide the 

reserves necessary to set up a pension plan. 40 So even 

segments of what O'Connor calls competitive capital can be 

found supporting old-age insurance in the early 1930s. 

Noting the dissension within business and industry 

regarding Social Security, Martha Derthick writes that 

40. M. B. Folsom, Treasurer Eastman Kodak, April 29, 
1936 address to u.S. Chamber of Commerce, File Folder, 
"USCC," Chairman'S Files, 1935-1942, Record Group 47, 
National Archives, Washington, D.C. 



While a large majority of businessmen initially 
opposed social insurance, fearing its costs and the 
effects on work attitudes and the economic system, 
there was also from the start a small number of 
prominent business executives who were prepared to 
argue the social necessity of it. Having a s.trong 
sense of social responsibility, such men were readily 
available for public service, and, having a need for 
business support, the Roosevelt administration and 
the Social Security Board were eager to engage them. 

As coopted supporters of the program, these 
executives helped to counteract business opposition 
in the early days of strident opposition to the New 
Deal and eventually to win a measure of business 
acceptance for social insurance. As ambiva
lence and internal division inhibited negative 
opposition, they also inhibited the formation of 
conservative alternatives to social insurance. 
(1979:134-5) 
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Derthick suggests that the insurance industry was a pot en-

tially strong opponent of social insurance, but she documents 

how this industry was also divided from within regarding the 

effect of Social Security on private insurance. Agents were 

separated from management; eastern seaboard giants of the 

industry were divided from the remainder of the country; and, 

some argued that Social Security would destroy private 

insurance, while others argued that it could be used as a 

springboard (i.e., first show the inadequacy of Social Secur-

ity benefits, and then sell private insurance to supplement 

that). As in the other sectors of business and industry, the 

more socially conscious members of the insurance industry 

prevailed. These companies had more staff resources and 

expertise, but more importantly, they were the ones to 

receive invitations from the Roosevelt administration to get 
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involved in the formation of Social Security legislation 

{Derthick, 1979:136-42}. Hence the disorganization of 

business, industrial, and financial interests provided a 

window of opportunity for the more well-organized and 

cohesive proponents of social insurance legislation. 

Discussion and Assessment of the 
Theoretical Frameworks 

The events preceding the Social Security Act of 1935 

reveal that several factors combined to make the program a 

reality. First, popular protest movements meant that 

Congress felt pressured to do something. Their concern with 

the collapse of the economy is apparent in Congressional 

documents. Further, the ripple effect of high unemployment 

rates was lowered consumption, hence lower profits for most 

of business and industry. For Congressional representatives, 

this meant that they could justify the program as alleviating 

unemployment, while also stimulating business. And after 

all, some representatives of business and industry supported 

Social Security. 

Second, the disagreement and dissension within 

capital weakened their ability to oppose or support Social 

Security, or to present alternative programs. This infight-

ing and vacillation divided capital and left other interested 

parties relatively free to push their program. Finally, a 

cohesive, hard-working, and politically adept group of 
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politicians and civil servants gathered facts, garnered 

support, and guided legislation through the appropriate 

channels. Within this group known as "the state," there was 

a unity of purpose that has perhaps not existed since the 

early 1930s. In other words, the President, Congress, 

Secretary of Labor, and other administrators were generally 

working toward the same goal. (In the crisis period of the 

late 70s and early 80s, there was more divisiveness between 

the President and the Congress, and also between the Social 

Security Administration and the elective positions of the 

Presidency and Congress.) 

In light of these developments, how accurate are the 

three models of political change discussed in Chapter l? 

Both the strengths and weaknesses of these frameworks will be 

highlighted. Following this, I will show how an analysis 

that focuses on organizational factors yields more valid and 

wide-ranging insights. 

In many ways, a pluralist model fits well with the 

events preceding the 1935 Act. A number of groups were 

influential in pressing for the legislation--the unemployed 

(as a diffuse but potentially powerful force); the Townsend

ites and other more radical groups; representatives of labor 

and the working class; and certain members of business and 

industry. Social Security, in retrospect, was in some ways a 

compromise between the radical or liberal left and the 
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conservative right. There 3re several misleading elements of 

a pluralist framework, however. 

First, this sort of model of negotiation and compro

mise works best during periods of crisis, when awareness of 

the issues is heightened and seemingly viable alternatives 

emerge. Pluralist processes reflect instability. As I will 

argue in Chapter 4, during periods of prosperity and relative 

calm, many actors in the political arena turned their 

attentions elsewhere. This gave the entrenched bureaucracy 

relatively free rein to expand the program. Lack of pro

grammatic monitoring by those outside the bureaucracy led to 

many of the problems of the 70s and 80s. Pluralists do not 

pay close enough attention to the economic and political 

context within which political change occurs. 

A second key problem with a pluralist analysis is 

that it does not explicitly recognize that there are stages 

in the legislative process, and that influence in pressing 

for a nebulous form of legislation (e.g., the impact of 

unemployment) is not the same as influence in writing the 

legislation. It was in the latter stages that more powerful 

interests clearly had an edge. The popularity of the Town

send Plan and the other more radical alternatives stemmed 

from their promises of generous pensions, short work weeks, 

and/or utopian systems. These groups or individuals were 

political outsiders, some with radical agendas, and they 
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clamored for relief. But the exact form the relief took was 

not clearly spelled out. popular protest is often less 

effective in shaping actual legislation than it is in 

mandating a change in direction. The general public was a 

factor in that high unemployment rates were an economic and 

political mandate for change--but this pressure was very 

indirect in terms of program development. Therefore, the 

resulting legislation was not a compromise among all the 

alternatives presented. A true political compromise would 

have been much more radical and much more favorable towards 

the working class than the program that emerged. For 

example, it might have included coverage for all workers 

(i.e., no exclusion for agricultural and domestic workers); 

unemployment compensation might have been federally

administered, hence more uniform and "fair"; disability and 

hospital insurance might have been included; benefits might 

have been more substantial; etc., etc. The alternative, 

relatively radical proposals served mainly to underline the 

seriousness of the crisis. They forced the hand of Congress 

into doing something to alleviate the economic hardship, but 

the program that was eventually adopted did not overwhelm

ingly offend powerful interests, and was not a radical 

departure from cherished American ideologies or institutions. 

Similarly, in framing legislation, the pluralist's 

argument cannot account for the "deck stacking" that occurred 
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on the original Advisory Council. On the surface, it 

appeared as though all interested groups were represented. 

However, only those individuals who were known to be 

favorable toward old-age insurance, as well as influential 

spokespersons in their communities, were allowed to be on the 

Advisory Council. From this development, we can ask who 

limited the agenda and the debates. Here we see that the 

pluralist's notion of "the state" as a neutral arbiter is 

clearly inaccurate. Various groups opposed the Social 

Security Act of 1935, and they were simply excluded from the 

relevant debates by Roosevelt and the relatively protected 

administrative staff. They consciously engaged in "stacking 

the deck." Another reflection of the non-neutral stance of 

state actors was the fear of some in business and industry of 

the RFC calling their loans. Whether the danger was real or 

imagined matter little in terms of outcomes. 

The neo-Marxist focus on macroeconomic context is 

clearly a relevant factor in the development of Social 

Security legislation in the 1930s. However, it appears as 

though Roosevelt and other state actors used certain repre

sentatives of capital as a tool to further their interests, 

much more so than these representatives sought out Roosevelt 

or other state actors. 

It is true that we can find pockets of support for 

Social Security among certain representatives of business and 
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Some small businesses and some members of the 

Business Advisory Council testified before Congress in favor 

of Social Security. However, there was even disagreement and 

dissension within the Business Advisory Council. Further, 

small business as representative of competitive capital 

should not be the leaders in foreseeing the benefits of 

socializing the costs of pensions. The reason for the sup

port of these groups laid elsewhere--in their lack of ability 

to provide for pensions on their own. 

Representatives of monopoly capital, such as the 

National Association of Manufacturers and the u.S. Chamber of 

Commerce, both tried to stop Social Security legislation in 

the mid-l930s. In addition, O'Connor argues that it is 

primarily monopoly capital which acts to socialize the costs 

of an inefficient mode of production. But we see that in the 

1930s there were other groups besides monopoly capital that 

wanted to socialize the high costs of unemployment. Labor 

unions that had their )wn unemployment or pension funds were 

hard hit by massive unemployment, and union coffers were 

quickly emptied. Therefore, unions actively sought to 

"socialize" their pension and unemployment costs through 

Social Security legislation. This is a factor not accounted 

for by O'Connor's argument. 

Most critically, O'Connor's analysis ignores the 

divisions among capital based on region, size, and type of 
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enterprise. Business dissension was clearly evident, and it 

is only when we select out certain organizations (e.g., small 

business, the Business Advisory Council) that we see support 

for Social Security. Others were vehemently opposed, and 

other opposition may have been muted, given the RFC. The 

extent of capital's opposition seems to have been as great or 

greater than the extent of business support. 

Given that under the Townsend Plan the $200 per month 

pension had to be spent in that month, passage of this type 

of legislation would have been much more in line with 

O'Connor's argument: pass on the enormous costs to the 

government, while stimulating purchasing power. While the 

Townsend Plan was a serious contender in the early years, it 

was not the winner. There is very little evidence to support 

O'Connor's thesis in the early years. 

The neo-Weberians have corne closest to summarizing 

what occurred in terms of legislative outcomes. The idea of 

the "relative autonomy of the state" is evident, as propelled 

by class struggle in the form of relatively widespread 

protest movements. Supporters of the concept of Social 

Security within the state set to work garnering consensus for 

the program, despite the opposition of some in business and 

industry, and conservative Congressmen. 

One key point must be noted here, however. The state 

is not one unified force. According to Skocpol, during 
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periods of crisis, the pressure for change from below as a 

result of class struggle is so great that the state should 

act relatively quickly, with little regard for capital's 

position (1980:178). But the state's response depends on 

which sector we address. The "relative autonomy" of the 

state would be more accurately portrayed as a continuum of 

autonomy within the state. President Roosevelt had more 

autonomy than did others in his administration, and early 

administrative supporters had more autonomy than did 

Congressional representatives. Charles and Mary Beard 

described the support for Roosevelt: 

Despite minor dissents and controversies over 
details, the country as a whole rallied enthusi
astically to the support of President Roosevelt 
during the spring and summer of 1933. Companionship 
in misery and fear almost turned politics into a love 
feast. Powerful business leaders cooperated with the 
administration in a spirit of cheerful compliance 
contrasting sharply with the hostility which they had 
displayed toward Bryanism, progressivism and the New 
Freedom. It seemed that the concussions of the 
crisis had shaken their assurance in themselves and 
their system. The old program of 'letting nature 
takes its course' had lost its glitter. . . . In the 
spring and summer of 1933 the Lords of Creation were 
distraught and for the moment had no rallying point 
save the Chief Executive of the nation. 41 

Yet during this period of crisis, legislation was passed in 

odd-numbered, non-election years. This was no accident. The 

more popular expansionary legislation of the 50s and 60s took 

41. Charles and Mary Beard, The Rise of American 
Civilization, Vol. 3, America in Midpassage, NY: The Mac
millan Co., 1939, p. 244-45. 
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place, nearly without fail, every election year. Congress 

received a mandate from the public for change in the 1930s, 

but the nature of the change envisioned varied according to 

the source. Therefore we see a politically cautious Con-

gress. As a group, Congress exhibited much more caution and 

uncertainty than did the Chief Executive. In fact, Roosevelt 

was concerned with Congress impeding his plan of action. In 

his March 4, 1933 inaugural address he promised to present 

Congress with a plan of action, but if Congress did not 

respond and the emergency continued, Roosevelt promised that 

I shall not evade the clear course of duty that will 
then confront me. I shall ask the Congress for the 
one remaining instrument to meet the crisis--the 
broad Executive power to wage a war against the 
emergency, as great as the power that would be 1iven 
me if we were in fact invaded by a foreign foe. 4 

So to discuss the autonomy of the state is misleading. It 

would be more accurate to address the autonomy of various 

state actors and the circumstances surrounding it. By its 

very nature, the larger, more unwielding body known as 

Congress was slower to act and more concerned with offending 

powerful constituents and supporters. This is not to imply 

that Roosevelt was some wild-eyed radical intent on a 

particular course of action regardless of its consequences. 

42. Printed in Public Papers and Addresses of 
Franklin D. Roosevelt, Vol. 2, The Year of Crisis, 1933, NY: 
Random House, 1938, p. 15. 
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He monitored the political environment, planned a course of 

action based on that, then set out to ensure its success. 

A final weakness in the neo-Weberian notion of the 

"relative autonomy of the state" is that they have typically 

used the Social Security Act of 1935 to illustrate their 

argument. What remains unclear is whether these events are 

typical or atypical of crisis periods; hence whether or not 

the notion of "relative autonomy" is based on an historical 

case of one (even then, more evident in the office of 

President than in other subunits of the state), or whether it 

is readily applicable to any crisis situation. The crisis in 

Social Security in the late 1970s and early 1980s will give 

us some insights as to the answer to this question. 

An alternative analysis that focuses on the histori

cal, economic and political context as well as specifying the 

meso-level organizational actors, furthers our knowledge of 

the political process in various ways. Any theoretical 

framework which focuses primarily on macro-level variables 

such as the state, capital, labor and/or the elderly, misses 

much of the richness and diversity that have occurred 

historically. 

For example, within capital, there were some who 

perceived that they would benefit from Social Security, while 

others viewed it as one step toward a socialist state. 

During this period, most representatives of capital reacted 
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rather than acted, and there was far more unplanned adap

tation than clearly mapped strategy. The concept of limited 

rationality (Perrow, 1986) was much more evident during the 

early 1930s than was a "tool view," such as O'Connor's. 

Further, divisions existed within labor, the public, and 

elderly advocate groups. None of these groups was a cohesive 

organization of actors. 

The disorganization of these political actors, 

coupled with the perception of a major threat shared by 

members of Congress, afforded Social Security supporters a 

unique political opportunity to push their interests. 

Pluralist, neo-Marxist, and neo-Weberian theories are models 

of political power, but power depends as much on the context 

as on the characteristics of the contenders. 43 This period 

provided a window of opportunity to social reformers and 

social insurance advocates. These groups had the European 

model of social insurance to look to and learn from. 

Organizational theorists' notion of mimicry lowering uncer

tainty is relevant, as is the notion of solutions looking for 

problems. 

The relatively small group of reformers that had 

gathered some momentum around the turn of the century needed 

just such an event as the Depression to set the wheels of 

ideological and political change in motion. It is clear that 

43. I thank Doug McAdam for this insight. 
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this event changed or at least confused the perceptions of 

previously dominant groups regarding their interests. Both 

political power and perceived interests depend on the 

economic, political, and social context. 

Further we need to specify which stage of the politi

cal process we are addressing when we discuss an organiza

tional actor's influence on legislation. Like a funneling 

process, a large number of actors registered their discon

tent, while a smaller number were invited to participate on 

the advisory groups. Finally, given that Congress is the 

place where the legislation is actually hammered out, power

ful interests attempted (often successfully) to have their 

interests met through the now inevitable reform. simply 

because they opposed the legislation in its early form does 

not mean that they passively accepted the "inevitable." It 

is in the later stages of the process that these groups can 

have powerful, albeit subtle influence. Southern Congress-

ional representatives made sure certain groups were excluded 

(i.e., agricultural and domestic workers), and employers made 

sure that the tax rate remained low. 

In turning to the events that occurred from 1935-49, 

it is important to reiterate that it was not inevitable that 

Social Security would take the form it did. Even then, it 

was not inevitable that it would survive. 



CHAPTER 3 

THE PUSH FOR ACCEPTANCE: 1935-1949 

. those taxes were never a problem of economics. 
They are politics all the way through. We put those 
payroll contributions there so as to give the con
tributors a legal, moral, and political right to 
collect their pensions. With those taxes in 
there, no damn politician can ever scrap my social 
security program. (Franklin D. Roosevelt, quoted in 
Schlesinger, 1959:308-9) 

Introduction 
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The first days, months, or years of an organization 

are the most critical period in terms of its capacity to 

endure. This is especially true of a new organizational form 

such as Social Security. The newly created state bureaucracy 

was required to assign numbers to taxpaying workers, collect 

taxes from employers, and submit a detailed budget without 

knowing the costs of the new operation. Passage of the 

Social Security Act in 1935 did not necessarily imply its 

long-term success; indeed, the early years were shaky ones 

for the program. 

There were continuing threats from the Townsendites, 

lack of appropriations from Congress for the new bureaucracy, 

questions regarding the constitutionality of mandatory taxa-

tion for old-age insurance, and non-compliance in paying the 

new payroll tax. It was significant that all these issues 



were resolved in favor of the program. 
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It was also signifi-

cant that in all of these cases, Congress and Social Security 

bureaucrats were forced to make concessions to powerful 

interests. 

In this chapter, I will argue that as political 

insiders and reformists, members of Congress and the admi

nistrators in the early Social Security Board (SSB) were not 

autonomous from powerful interest groups from 1935-1949. 

Congress passed Social Security legislation in odd-numbered 

non-election years, and the SSB chose accommodationist 

strategies to ensure the program's political success. The 

political compromises that were struck scarred the economic 

integrity of the program; so while the program endured 

politically, the program's trust funds were weakened for the 

long term. After Roosevelt's 1936 re-election, even staunch 

opponents began to mold the program to their interests. 

There was little point in further opposition, and the SSB 

appeared ready to work with these groups. Merely four years 

after passage of the original Act, the 1939 Amendments 

destroyed the link between contributions and benefits. This 

major turning point granted benefits in case of death, to 

covered workers' dependents and survivors. It was a major 

departure from the earnings based features of the 1935 Act, 

and was supported by the SSB and many representatives of 

business and industry. The reason for the support of 
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business and industry, however, was not to socialize the 

costs of production, but rather to ensure that large pools of 

trust fund reserve money did not accumulate in the federal 

Treasury. The significance of the reserve will be discussed 

in depth. 

Two other reasons for the early success of the 

program will also be addressed in this chapter. First, the 

type of personnel recruited were committed and zealous in 

their support of the program. Second, the close alliance 

between program administrators and Roosevelt meant that state 

bureaucrats had access to important information and resources 

that outsiders, such as the Townsendites, did not. In the 

final section of the chapter, I will critique pluralist, neo-

Marxist, and neo-Weberian notions, and highlight the advan-

tages of an organizational framework. 

The Economic and Political Context: 
1935-1949 

The Social Security Act of 1935 was signed into law 

by President Roosevelt on August 14, 1935. It established a 

three-fold assault on problems brought on by the Depression. 

First, it established a state-administered system of unem-

ployment compensation. Second, it initiated three federal-

state needs-based grant programs (i.e., old-age assistance, 

aid to dependent children, and aid to the blind). Finally, 

it instituted an old-age insurance plan for workers in 
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commerce and industry that tied benefits to an individual's 

work history, payable beginning 1942 to qualified persons 

aged 65 and over. As will be discussed later, benefit 

payments actually began in 1940. Since taxes were collected 

beginning in 1937, supporters of the program believed that a 

five-year lag between taxes contributed and benefits paid out 

was too long. Employer representatives such as NAM and the 

u.S. Chamber of Commerce also urged earlier payment of bene

fits to hold down trust fund reserves. So benefits were paid 

in 1940 primarily to speed up acceptance of the program, and 

also to lower the reserves. 

The payroll tax was imposed on January 1, 1937, at a 

rate of 1% each on employees and employers. This tax was 

payable on any wages under $3,000 per year and was originally 

scheduled to increase to 1.5% paid by each the employee and 

employer by 1939. The tax rate was actually held at 1% until 

1950, again to make the program more politically acceptable 

while lowering reserves. 

While full-funding, as required of private insurers, 

was not mandated for Social Security in 1935, the original 

objectives of the program included provisions to accumulate a 

substantial reserve to make the program self-sustaining. 

Congress agreed to postpone consideration of the Clark 

Amendment, which would have exempted employers with private 

pension plans. Roosevelt assigned a number of expert 
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advisors to key senators to ensure defeat of the Clark 

Amendment, and he also threatened to veto the entire Social 

Security package if it passed (Weaver, 1982:91). Congress 

also defeated a provision for the sale of voluntary annuities 

by the federal government. The insurance lobby killed the 

voluntary annuities clause in the Senate. It would have 

allowed higher contributions than required by law, on a 

voluntary basis, and was intended to supplement Social Secur-

ity. Organizations representing the insurance industry 

perceived it as a threat to their business, through the loss 

of relatively low-risk beneficiaries. l 

To administer the program, a three-member Social 

Security Board (SSB) was created by Title VII of the Act. 

Not more than two members of the SSB could be from the same 

political party, and they were selected by the President with 

the consent of the Senate. Significantly, the Board"was 

allowed to appoint attorneys and experts without regard to 

civil service laws. Because of this, they were able to 

choose carefully among the most avid supporters of social 

insurance. 

The dedication of the SSB administrators and staff 

was a crucial resource in the early years. Robert Myers, for 

many years Chief Actuary of Social Security, noted that "Over 

1. File Folder, "Insurance Industry-057.1," Central 
Files, Record Group 47, National Archives, Washington, D.C. 
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the years, most of the American staff engaged in program 

planning and policy development have had the philosophy--

carried out with almost a religious zeal--that what counts 

above all else is the expansion of the program" (quoted in 

Derthick, 1979:24). 

Although the SSB staff was ideologically committed to 

Social Security, they wanted to avoid making Social Security 

a political football. They were very cautious in promoting 

their position in a non-political manner. The reasons were 

clearly spelled out in letter from Arthur Altmeyer, assistant 

to Secretary of Labor Frances Perkins, to Mary Dewson, Chair 

of the Democratic National Committee. Altmeyer explains that 

Our publicity policy so far has been to furnish 
explanatory data largely of a factual character 
rather than argumentative material. In so doing we 
have avoided any appearance of engaging in debate 
with critics, either political or otherwise. This 
policy, of course, is safer so far as avoiding 
criticism of partisan activity and we have also felt 
it has been safer so far as promoting the longtime 
program for social security.2 

This information control was a tremendous source of strength 

for the SSB. Another letter dated September 3, 1936, from 

Altmeyer to Mary Dewson, Chair of the Democratic National 

Committee, stated 

2. Letter from Altmeyer to Dewson, dated July 14, 1936, 
File Folder, "Democratic National Committee," Chairman's 
Files, Record Group 47, National Archives, Washington, D.C. 



we have tried to correct misapprehensions 
concerning the Social Security Act, regardless of 
whether these have arisen from partisan misstatements 
or genuine lack of understanding. However, we have 
tried to avoid the appearance of being on the defen
sive or of engaging in debate with critics. We have 
been told that is the most effective way to proceed. 3 
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Another tactic designed to remove any criticism of 

the Social Security as a partisan program was an explicit 

policy of removing the SSB from actual Congressional 

debates. The SSB's policy was to make recommendations to the 

House Ways and Means and Senate Finance Committees (the two 

Congressional Committees that dealt with issues related to 

Social Security), and then to "let the Congressional 

Committees work them out from the Board's recommendations." 

In this manner, the Board "let them fight it out up there."4 

This philosophy was also evident in the resignation 

of the first Chair of the SSB. John Winant resigned in 1937, 

largely as a result of Landon's a6cusations against the 

Social Security program. Winant wanted to be free to defend 

the system in a more politically active way. Arthur J. 

3. Letter from Altmeyer to Mary Dewson, dated 
September 2, 1936, File Folder, "Democratic National 
Committee," Chairman's Files, 1935-1942, Record Group 47, 
National Archives, Washington, D.C. 

4. Extracts from a telephone conversation between 
Altmeyer and Hanes, of the Treasury Department, dated January 
6, 1939, File Folder, "Report on Recommended Changes," Chair
man's Files, 1935-1942, Record Group 47, National Archives, 
Washington D.C. 
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Altmeyer was named Chairman in 1937 and remained in this 

position until 1946. 

Altmeyer was known as "Mr. Social Security," and to 

this day his leadership and influence are apparent. He 

enjoyed unflagging support from Roosevelt. He knew who 

Social Security's friends were, and he was at the forefront 

of the early efforts to expand and improve the Social 

Security Act. But state bureaucrats were required to be 

patient in instituting a full-fledged program, and Altmeyer's 

vision of Social Security was much grander than that insti-

tuted in 1935. In a 1937 address to the National Conference 

of Social Workers, Altmeyer noted that "Passing the laws is 

only, as it were, a 'curtain-raiser' in the evolution of such 

a program" (quoted in Weaver, 1982:102). 

Altmeyer's ability to deal with trying situations can 

be seen from his handling of early events. The first diffi-

culty the new SSB faced was the lack of any Congressional 

appropriation to launch the new bureaucracy. There was no 

central headquarters and no personnel as such. This did not, 

however, mean that work was stalled. In the entire first 

year of operation, Altmeyer borrowed typewriters, paper, env

elopes, and even staff, from other government departments. 5 

5. American Federation of Labor Annual Meeting 
Proceedings, 1935, AFL Archives, Washington, D.C. 
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Once appropriations were made, Altmeyer carefully 

selected staff, from top administrators to regional field 

office directors, who were friends of the social insurance 

movement. These advocates within the newly created SSB began 

to conduct research and disseminate information to the public 

regarding the Social Security program. They cooperated with 

the Democratic Party and the AFL to get out publicity in 

defense of the program. 

There were other threats to the program in the early 

years. The constitutionality of a compulsory old-age insur-

ance program was an important issue in the early years. From 

1935 until early 1936, seven of nine New Deal acts were 

declared unconstitutional (Weaver, 1982:108). There was 

considerable concern by both Roosevelt and Congress that the 

Supreme Court would not uphold the expansive federal regu-

lation embodied in the Social Security Act. For several 

preceding decades, the Court had subscribed to the notion 

that federal legislation should not interfere with areas of 

regulation thought to be the exclusive domain of the indivi-

dual states. 6 Many who opposed Social Security suggested 

that it was unconstitutional because the federal government 

can 0 n 1 y t a x tor a i s ere v e n u e s for pub 1 i cpu r po s e s . The 

supposed unconstitutionality stemmed from the fact that Title 

6. "Constitutional Background to the Social Security 
Act of 1935," by Edward A. Lopez, Social Security Bulletin, 
January 1987, Vol. 50, No.1, p. 5-11. 
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VIII of the Social Security Act was "an enforced insurance 

premium for old-age annuities."7 

Another difficulty faced by the SSB was the continu-

ing uncertainty and reluctance on the part of business and 

industry to support the program. The Business Advisory 

Council and National Association of Manufacturer vacillated 

in their support of the registration of workers. Both groups 

approved of a program to register efficiently all covered 

employees for Social Security taxation on April 30, 1936. On 

June 15, 1936, however, both withdrew their support on the 

advice of lawyers that this would preclude their legal rights 

to bring suit in connection with the constitutionality of 

paying taxes. S 

In 1936, a concerted "employers' -campaign" against 

the reelection of Roosevelt and other New Deal Democrats was 

launched in one last effort to oppose Social Security.9 The 

Republican National Committee charged that the payroll taxes 

constituted "a method whereby the government was collecting 

7. congressional Record, Vol. 79, 74th Congress, 1st 
Session, 1935:5530. 

S. Letter from Huse to Bane, dated June 17, 1936, 
File Folder, "Business Advisory Council, "Chairman's Files, 
1935-1942, Record Group 47, National Archives, Washington, 
D.C. 

9. Letter from William Haber of the State Emergency 
Welfare Relief Commission of Michigan to Altmeyer, dated 
November 5,1936, File Folder, "Protest, opposition, and 
criticism," Chairman's Files, 1935-1942, Record Group 47, 
National Archives, Washington, D.C. 
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pennies from the poor to finance a wasteful government."lO 

According to insiders at the SSB, the campaign was a politi

cal boomerang, and the public gave the President and his 

supporters a tremendous vote of confidence. 

Roosevelt's 1936 Re-election 

In Franklin D. Roosevelt's second inaugural address 

on January 20, 1937, he said "The test of our progress is not 

whether we add more to the abundance of those who have much; 

it is whether we provide enough for those who have too lit-

tIe." Roosevelt won 61% of the popular vote in 1936, while 

Landon gained only 37%. It is difficult to know with cer-

tainty what the defeat of Roosevelt in 1936 would have meant 

for Social Security, but the timing of his re-election 

certainly did not hurt the program's odds for success. With 

the defeat of Landon, a Republican candidate that had lam-

basted Social Security as "unjust and unworkable a 

cruel hoax",ll the forces opposing Social Security were 

gradually forced to admit that Social Security was there to 

stay, at least in the short term. 

10. Memo to President Roosevelt from Altmeyer, dated 
September 11, 1937, File Folder, "Amendments 1937," Chair
man's Files, 1935-1942, Record Group 47, National Archives, 
Washington, D.C. 

11. "If the Republicans Win," by Paul V. McNutt, in 
" The Am e ric a n Mer cur y ," Mar c h, 1 9 4 0 : 2 7 1 - 7 2, F i 1 e F old e r , 
"USCC," Chairman's Files, 1935-1942, Record Group 47, 
National Archives, Washington, D.C. 
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Roosevelt interpreted his victory as a mandate for 

Social Security, and he responded to the possibility of the 

Supreme Court declaring it unconstitutional with his famous 

Court reorganization plan. As noted earlier, the Court's 

invalidation of many of Roosevelt's New Deal programs (e.g., 

the National Industrial Recovery Act and the Agricultural 

Adjustment Act), led to the concern over the ruling on Social 

Security. These previous Supreme Court decisions evoked 

strong disapproval from Roosevelt, his administration, many 

members of Congress and dissenting Justices; they also ap-

peared to go against public opinion regarding these reforms. 

In a message to Congress on February 5, 1937, 

Roosevelt claimed that "The Court. .has improperly set 

itself up as a third House of the Congress--a superlegis-

lature reading into the Constitution words and 

implications which are not there, and which were never 

intended to be there.,,12 Roosevelt proposed a bill whereby 

the President would be allowed to appoint one new justice for 

every justice aged 70 or older, who had served on the federal 

bench for at least 10 years. He stipulated that the total 

number of judges could not exceed 15. In 1937, six out of 

the nine Supreme Court Justices were over age 70 and had 

served on the court for more than 10 years, which meant that 

12. Roosevel t quoted in" Const i tut ional Background 
to the Social Security Act of 1935," by Eduard A. Lopez in 
Social Security Bulletin, January 1987, Vol. 50, No.1, p. 9. 
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Roosevelt, through new appointments, could reverse the prece-

dent of the court declaring his programs unconstitutional. 

This plan was called "packing" or "unpacking" the courts, 

depending on one's political perspective. (Opponents of the 

New Deal called it packing, while those calling it unpacking 

claimed the time had come for new ideas and bold interpreta-

tions of the Constitution.) 

The Court's decision on the constitutionality of 

Social Security essentially depended on whether they decided 

to review the taxing and benefit Titles of the Act together 

or separately. If reviewed together, it was clear that they 

provided a federal insurance program that was beyond Con-

gress' authority. If reviewed separately, they constituted a 

payroll tax on employees, an "excise" tax on employers, and 

an earned benefit--all within the purview of federal 

authority. 

On May 24, 1937, writing for the majority, Justice 

Cardozo analyzed Titles VIII (i.e., taxes) and II (i.e., 

spending) of the original Social Security Act separately. He 

wrote 

Congress did not improvise a judgment when it found 
that the award of old age benefits would be conducive 
to the general welfare. The President's committee on 
Economic Security made an investigation and report, 
aided by a research staff of Government officers and 
employees, and by an Advisory Council. Exten
sive hearings followed. More and more our 
population is becoming urban and industrial instead 
of rural and agricultural. The evidence is impres
sive that among industrial workers the younger men 



and women are preferred over the older. With 
the loss of savings inevitable in periods of idle
ness, the fate of workers over 65, when thrown out of 
work, is little less than desperate. The 
problem is plainly national in area and dimensions. 
Moreover, laws of the separate states cannot deal 
with it effectively. Only a power that is 
national can serve the interests of all. 13 
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Through this decision, perhaps acknowledging Roosevelt's 

threat, the Supreme court reversed its own precedent, and in 

Helvering v. Davis declared both the old-age insurance and 

unemployment provisions of the Social Security Act to be 

within the scope of federal government regulation. In June 

of 1937, the Senate Judiciary Committee reported unfavorably 

on Roosevelt's Court reorganization plan. The point was 

moot. 

Other events were to further entrench Social 

Security. For example, after January 1937, when employees 

began paying Social Security taxes under the belief that they 

would receive old-age insurance, writers of the times ack-

nowledged that "Any party that would attempt to wipe out this 

system would be committing political suicide."14 

Another crucial resource was the close relationship 

between Roosevelt and SSB administrators. The Board, and 

Altmeyer in particular, were careful to maintain close 

13. Cardozo quoted in "Constitutional Background to 
the Social Security Act of 1935," by Eduard A. Lopez in 
Social Security Bulletin, January 1987, Vol. 50, No.1, p. 11. 

14. Ibid. 
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communication with Roosevelt. This allowed them to coordi-

nate their defense of the program at both the political and 

administrative level. They communicated frequently so as to 

secure the other person's agreement on bottom-line issues and 

ideal dimensions of the new program before going public with 

information. Often, when Roosevelt received a letter regard-

ing Social Security, he would forward the letter to Altmeyer, 

with a note "For preparation of reply for my signature."lS 

For example, William Green, President of the AFL wrote to 

Roosevelt on June 22, 1937 requesting that a separate 

Presidential Commission be set up to study the experiences 

under the Social Security Act. In the reply prepared for 

Roosevelt by Altmeyer, Altmeyer wrote that 

I agree with you that this is a subject which re
quires careful and sustained attention. However, I 
am inclined to think that it would be possible to 
make the greatest progress in the study of ~he 
complex questions involved if the Social Security 
Board pursued the necessary studies and made the 
necessary contacts with the various interest groups, 
such as the American Federation of Labor, as its 
studies progressed. 16 

Roosevelt replied, using the exact wording suggested by 

Altmeyer. 

Another example of the close relationship between the 

two men concerned a December 15, 1938 memo from Altmeyer to 

15. For example, see memorandum dated June 29, 1937, 
Fij.eFolder "AFL" Chairman's Files, Record Group 47, National 

-~ "-- .. ~ ,...--~.~ 
Archi ves, Washinglon·;-rJ. C. 

16. Ibid. 
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Roosevelt in which Altmeyer highlighted recommendations for 

the maximum Social Security program desired. Altmeyer wanted 

to propose a maximum program so that any political compro-

mises could be made from that point. Further, he did not 

want the President to be caught off guard regarding Social 

Security.17 This relationship was significant because it 

illustrated Roosevelt's intent to protect the program from 

too much outsider meddling. 

Altmeyer was also adept at assessing friend and foe. 

He received information from various sources regarding 

statements about Social Security made by various individuals 

or organizations. Given the lack of appropriations early on 

and the threat of unconstitutionality, Altmeyer was careful 

to thank his supporters. In a letter to John L. Lewis, 

Chairman of the then separate Committee for Industrial 

Organization, Altmeyer writes 

I have wanted to thank you personally for the state
ment you issued relative to the Social Security Act 
and particularly the commendation you extended to the 
Social Security Board organization. Your 
statement helps tremendously in maintaining the 
morale of the workers in our organization who are 
trying to make the operation of the law a success. 18 

17. Memo from Altmeyer to Roosevelt, dated December 
15, 1938, File Folder, "Report on Recommended Changes," 
Chairman's Files, National Archives, Washington, D.C. 

18. Letter from Altmeyer to Lewis, dated August 24, 
1938, File Folder, "Altmeyer--Oll, 1935-1942" Chairman's 
Files, Record Group 47, National Archives, Washington, D.C. 
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Altmeyer and other representatives of the SSB also 

began to persuade opponents that the Social Security program 

was in their best interests. A quote from Altmeyer illus-

trates his tactics. 

In talking with business groups, in addition to 
stressing stability of purchasing power, etc., I have 
pointed out that payroll taxes afford a definite 
mathematical relationship between contributions and 
benefits so that the whole system may be kept within 
bounds. I contrast this with a system whereby bene
fits are paid out of the general treasury so that in 
the nature of things there can be no mathematical 
relationship, and, therefore, no top limit. I found 
it possible in this way to develop a line of thought 
that has never occurred to most employers and busi
ness men who think only of the immediate nuisance and 
financial disadvantage of payroll taxes. 19 

It was because of their central location in the information 

network, and their careful strategizing regarding what criti-

cisms to respond to and which to ignore, that the SSB was so 

effective in the early years. The Board was the clearing-

house for most information, and while other individuals or 

groups might take some interest in Social Security legis-

lation, none devoted the time or energy to it that the early 

SSB did. 

However, not all went smoothly after Roosevelt's 

re-election, and those less enthusiastic about the program 

and the SSB continued to question its legitimacy. First, 

19. Memorandum to Secretary of Labor from Altmeyer, 
dated February 5, 1936, File Folder "Protest, opposition, and 
criticism--Oll.3," Chairman's Files, Record Group 47, 
National Archives, Washington, D.C. 
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there was the problem of non-compliance with the law. Top 

SSB administrators visited several regional offices, and 

found the following types of non-compliance in 1937: 

1 ) 

2) 

3 ) 

4) 

5 ) 

6 ) 

Use of questionnaires by employers that exceed 
the requirements of the Social Security Board and 
the U.S. Treasury, requiring employees to return 
answers in reference to church, union membership, 
etc. 

Deducting more than 1% from employees' pay in 
violation of the Act, especially in the field of 
hotels and restaurants. 

Excess deductions to employees under the guise of 
defraying. handling costs. 

Refusal to hire persons without account numbers. 

Making deductions from the pay of new employees 
but refusing to accept their account numbers. 

Discharging employees on the pretext of increased 
costs due to Social Security taxes. 20 

Labor unions accused employers of misusing the information 

received on the Social Security forms. From very early on, 

one of the major concerns of the labor unions was the 

confidentiality of the information that workers were required 

to submit to employers for Social Security purposes. 21 One 

20. Letter from Frank Bane, Executive Director of 
Social Security, from Marion H. Hodges, dated February 25, 
1937, File Folder, "Amendments through May 1937," Chairman'S 
Files, 1935-1942, Record Group 47, National Archives, Wash
ington, D.C. 

21. Letter from Matthew Woll, Chairman of the Labor 
Advisory Committee to John G. Winant, Chairman of the Social 
Security Board, dated July 23, 1936, File Folder, "AFL-1940," 
Chairman's Files, 1935-1942, Record Group 47, National 
Archives, Washington, D.C. 
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plasterers' union reported that men over age 45 weren't sent 

out on jobs because workmen's compensation premiums were 

higher for them than for younger workers. According to the 

union, the age information required for Social Security was 

being used by employers to discriminate against older work-

ers.22 ~here was clear evidence then that many employers 

rejected and resisted the original Social Security Act. It 

was only slowly that general acceptance of the program by 

business and industry was achieved. 

Another important obstacle to the original act was 

the continuing threat of alternative programs, especially the 

Townsend Plan. The Townsend Plan continued to be popular 

until the early 1940s. Further, because the Social Security 

Act of 1935 called for the first pension payments to be made 

in 1942, many defenders of Social Security pushed hard to 

make the monthly benefit payments begin earlier. As early as 

February 5, 1936, Edwin Witte, Professor of Economics at the 

University of Wisconsin and long-time supporter of Social 

Securi ty, in a confidential letter to Altmeyer, recommended 

speeding up first payments, prior to January 1, 1942. Ac-

cording to Witte, the advantages would be that a considerable 

22. Memo from LeRoy Hodges of N.Y. Field Office, 
dated March 6,1937, File Folder, "Amendments 1939," Chair
man's Files, Record Group 47, National Archives, Washington, 
D.C. 



118 

number of old people would retire, giving jobs to a cor res-

ponding number of younger workers then unemployed. Also 

This amendment should considerably increase the 
popularity of the Social Security Act and help to 
check the support given to impossible old age pension 
schemes. Politically ... [old-age insurance] as it 
stands is very weak because no one will get any 
benefits until 1942. The proposed amendment 
will make a large number of workers eligible imme
diately to benefits. These will be distributed in 
practically every community in the country, and the 
fact that they will actually get money should serve 
very effectively to demonstrate that the Social 
Security Act does provide old aje protection to a 
majority of the American people. 2 

It is interesting to note that Witte acknowledged the added 

costs associated with his proposal, but he argued that 

actuarial estimates were problematic anyway, and the overall 

effect would probably merely be to advance the time when 

benefits will have to be paid in part from the general 

revenues. He felt that this time would be "in the distant 

future--1960 or thereabouts. "24 

The original CES proposal called for the accumulation 

of a reserve in a trust fund, as opposed to putting the 

program on a "pay-as-you-go" basis. The SSB had also planned 

originally to accumulate substantial reserves for the Social 

Security program. They drew the analogy to the trust funds 

23. File Folder, "Legislation Affecting SSA-OASI," 
Box 5, Chairman's Files, 1935-1942, Record Group 47, office 
of the Commissioner, Social Security Administration, National 
Archives, Washington, D.C. 

24. Ibid. 
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accumulated by private insurance companies to cover a portion 

of their outstanding obligations, with the reserve being an 

integral part of a sound scheme. But there was pressure from 

the Business Advisory Council, NAM, and the u.s. Chamber of 

Commerce to freeze the tax rate at 1% (it was scheduled to 

increase to 1.5% in 1939), and pressure from supporters to 

liberalize benefits (estimates were that average benefits 

would be only $14 per month), and pay benefits sooner than 

1942. 

At first, Altmeyer urged others to consider increases 

in the benefit amounts first, and only after such consider a-

tion, to recommend how those benefits should be financed. He 

stressed the linkage between benefits and contributions. He 

argued that the only effect of freezing the tax rate and 

increasing benefits would be to "introduce in place of the 

present gradual and certain increase [in the payroll tax 

rates], abrupt and uncertain increases during the next few 

years."25 Given that the insurance analogy was so closely 

adhered to in the early years (Cates, 1983), this argument 

was not surprising. 26 

25. Letter from Altmeyer to Harrison, dated March 
15, 1939, File Folder, "Pat Harrison," Legislative Archives 
Division, National Archives, Washington, D.C. 

26. See, for example, the discussions in File Fold
er, "Amendments-Discussion of Title II," Chairman's Files, 
1935-1942, Record Group 47, National Archives, Washington, D.C. 
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However, by 1937, Social Security administrators were 

concerned that the five-year lag time between the collection 

of taxes and the payment of benefits was too long. The 

political survival of the system was at stake. It was 

believed that one way to build confidence in the system was 

to begin paying higher benefits, as early as possible, to as 

many people as possible. 27 By 1937, Chairman Altmeyer also 

urged earlier payment of benefits and extension of coverage 

to all groups that desired it, as soon as was administra-

tively feasible. Roosevelt at this time was only in favor of 

extension to wives, widows, and orphans--groups that were 

covered under the 1939 amendments. 28 Roosevelt later changed 

his mind and recommended broadening coverage of the Social 

Security Act to meet the threat of Townsendism and the Repub-

lican campaign for changes. Many groups that were excluded 

from the original legislation, lobbied for coverage after 

1936 (e.g., seamen, and employees of banks and religious/ 

charitable organizations).29 Impetus for the move away from 

a trust fund was also prompted by Keynesian economics, 

27. File Folder, "Amendments-Discussion of Title 
II," Chairman's Files, 1935-1942, Office of the Commissioner, 
Social Security Administration, National Archives, Washing
ton, D.C. 

28. Ibid. 

29. Memo for the President from Altmeyer, dated 
September 11, 1937, File Folder, "Amendments 1937," Chair
man's Files, 1935-1942, Record Group 47, National Archives, 
Washington, D.C. 
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popular during the late 1930s. Keynes' General Theory of 

Employment, Interest and Money (1936) suggested that saving 

money was not conducive to economic improvement, and was 

attractive to desperate politicians of the period. For these 

reasons, by 1937, even the SSB had abandoned the notion of a 

large reserve fund. 

While there were several ways to spend down the 

reserves, the SSB shaped the legislative agenda with regard 

to this issue by limiting the information they presented to 

Congress. In a discussion between Altmeyer and J. Douglas 

Brown, Consultant to the SSB, and Professor of Economics at 

Princeton University, Altmeyer questioned Brown regarding 

whether the Board should recommend one way to pay larger 

benefits earlier, or whether they should submit various 

alternatives to Congress, indicating the implications of 

each. 

Brown: if you could take for granted that 
there would be a thorough discussion and 
understanding of what is involved in the 
two, then the proposal of alternatives 
might be wise, but I am afraid that the 
particular reasons for taking one alter
native over the other by Congress might 
not be the basic philosophy, but might be 
certain other factors. . . the precise way 
to do it is a pretty complicated one and I 
don't know whether the "people on the 
Hill" would understand the reasons one way 
or the other. 

Altmeyer: What you are trying to say is that the 
Social Security Board is really the 
linkage between the experts and the 
non-experts. We are trying to translate 



to the Congress the expertness as we 
understand it. 3D 
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Unlike the SSB, Congressional representatives did not have 

the time or desire to consider all of the actuarial details 

or pros and cons of the alternatives, and in this sense the 

SSB was organizing and processing information for them. This 

gave state bureaucrats some power to shape the political 

agenda. They had the opportunity to censor the information 

they gave to Congress. 

Congress was even more cautious than the SSB in the 

early years of the program~ It was no coincidence that 

Social Security legislation in the origins phase was passed 

in odd-numbered, non-election years. Indeed an August 1938 

memo from Altmeyer to the President relayed that Robert 

Doughton, Chai r of the House Ways and Means Commi t t ee, and 

the Democratic members of that Committee felt that "it would 

be dangerous to open up the question of Social Security in an 

election year."31 

Another potential stumbling block to the 1935 Act 

occurred with a 1937 Advisory Council. Historically, 

3D. File Folder, "Amendments-Discussion of Title 
II," Chairman's Files, 1935-1942, Office of the Commissioner, 
Social Security Administration, National Archives, Washing
ton, D.C. 

31. Memo to President Roosevelt from Altmeyer, dated 
August 8,1938, File Folder, "Amendments-1938," Chairman's 
Files, 1935-1942, Record Group 47, National Archives, Wash
ington, D.C. 
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Advisory Councils served as a way to co-opt the opposition 

(Derthick, 1979:89-90), but this was not the case in 1937. 

This Advisory Council, unlike others, was not welcomed by the 

SSB. It was appointed at the request of Senator Arthur 

Vandenberg (R-Michigan), a Social Security critic, and was 

greatly resented by the Board and Altmeyer as unwanted 

outsider meddling. During the Senate Committee on Finance 

meeting when this Advisory Council was established, the SSB 

had reluctantly agreed because they felt they had no alter

native. 32 A letter from Altmeyer to Representative Doughton 

(D-North Carolina), Chair of the House Committee on Ways and 

Means explained that 

... the Social Security Board did not take the ini
tiative in suggesting the creation of the Advisory 
Council on Social Security. The Board was 
already following the practice of meeting with 
representative groups to discuss problems arising 
under the Social Security Act. 33 

A letter from Altmeyer to Senator Pat Harrison (D-Missi-

ssippi), Chair of the Senate Committee on Finance, reflected 

Altmeyer's concern that "I think it would be exceedingly 

unfortunate if we build up the Advisory Council into a sort 

32. Letter from Altmeyer to Roosevelt, dated Sep
tember 11, 1937, File Folder, "Advisory Council through 
1937," Chairman's Files, 1935-1942, Record Group 47, National 
Archives, Washington, D.C. 

33. Letter from Altmeyer to Honorable R. L. 
Doughton, dated May 11, 1937, File Folder, "Advisory Council 
through 1937," Chairman's Files, 1935-1942, Record Group 47, 
National Archives, Washington, D.C. 
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of 'royal commission' which might assume too much authority 

and responsibility for the development of a program."34 

Altmeyer's lack of enthusiasm for this Council is evident in 

the fact that the Council was created in February of 1937 and 

the SSB didn't meet with them until October of that year. 

There were three political maneuvers that the SSB and 

its defenders used to deal with these less uniformly sympa-

thetic Advisory Council members. The first tactic was to 

discuss the important issues amongst a small circle of close 

confidants, and slowly "educate" the other members of the 

group before encouraging them to publicize any recommen-

dations. 35 Second, for the more vocal opponents of Social 

Security legislation, a tactic was adopted whereby defenders 

of the essential aspects of the legislation would vehemently 

criticize any compromise plan, presenting their own more 

radical alternative (i.e., a radical flank effect). The 

purpose of course, was to force the opposition to compromise 

with a more radical alternative, thus assuring that the true 

desires of the SSB were met. As an example, one of Altmeyer's 

first tasks was to submit various alternative plans with 

34. Letter from Altmeyer to Honorable Pat Harrison, 
Chairman of the Senate Committee on Finance, File Folder, 
"Advisory Council through 1937," Chairman's Files, 1935-
1942, Record Group 47, National Archives, Washington, D.C. 

35. Interoffice Memo from Williamson, Chief Actuary, 
to Altmeyer, Dewson, and Bigge, dated November 8, 1937, File 
Folder, "Old-Age Insurance," Chairman's Files, 1935-1942, 
Record Group 47, National Archives, Washington, D.C. 
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regard to accomplishing the objectives of the Social Security 

Act. A letter from Edwin Witte to Altmeyer reveal this 

political maneuver. 

Your AC-l plan might be an acceptable compromise 
provided the tax rates are not disturbed. Consi
dering the fact that Congress in both houses is now 
so pronouncedly anti-Administration, however, I doubt 
whether it is advisable to propose this plan for 
Congressional action. It is for this reason 
that I am still taking the position of being very 
critical of the plan. I want the anti-Administration 
men of the Council to be solidly committed to this 
plan before I reluctantly accept it as a compro
mise. 36 

As a last resort for those who couldn't be convinced to 

support the Administration and Board's position, they were 

allowed to "frame their program without further disclosure of 

the arguments which will be made against them" when their 

recommendations went to the Congressional committees. 37 

The position of business and industrial representa-

tives only slowly evolved into one of support for Social 

Security. Because of the in-fighting and divisions amongst 

organizations representing capital prior to the 1936 

elections, they were not a unified, effective lobbying force. 

Gradually however, these groups acknowledged that Social 

36. Letter from Edwin Witte, Professor of Economics 
at the University of Wisconsin, Madison to Altmeyer, dated 
April 2, 1938, File Folder, "Advisory Council 1938," Chair
man's Files, 1935-1942, Record Group 47, National Archives, 
Washington, D.C. 

37. Letter from Edwin E. Witte to Altmeyer, dated 
April 12, 1938, File Folder, "Witte," Chairman's Files, 1935-
1942, Record Group 47, National Archives, Washington, D.C. 
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Security was a reality. The business recovery that they 

anticipated was slow in coming, and SSB bureaucrats seemed 

willing to accommodate them. It was clear that through 

payment of pensions, the spending pump would be primed. The 

general tide of this opposition gradually shifted towards a 

strategy of influencing the administration of the program and 

later amendments. 

One way that employers coped with the new legislation 

was to pass their Social Security costs on to the consumer 

(in the form of higher prices), the worker (in the form of 

lower wages), or the government (in the form of lobbying for 

tax breaks related to Social Security, such as excluding 

benefits from Social Security taxation, and later transfer-

ring more and more of wages and salaries into benefits 

packages) . This was understood and acknowledged by most 

groups in the early period. At a February 4, 1937 meeting of 

the SSB, a discussion between Vincent Miles (SSB member) and 

R. R. Reagh, the government actuary, revealed this concern: 

Miles: 

Reagh: 

. the employers' tax is passed on to the 
consumer anyway. 

I don't see how you can possibly overcome 
that. That is true of every private pension 
system ever written, and it is true of the 
Civil Service Retirement ~lan. I don't see 
how you can escape that. 3 

38. Social Security Board Meeting, February 4, 1937 
Minutes, File Folder, "Amendments-Discussion of Title II," 
Chairman's Files, 1935-1942, Record Group 47, National 
Archives, Washington, D.C. 
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The fact that workers would have to bear the majority of the 

burden was understood from very early on. A 1938 master's 

thesis explained that 

The taxes are levied so that most of the money comes 
from the largest group of contributors, the low
salaried workers and their employers. Business 
houses may be able to shift their share of the tax to 
consumers in the increased costs of goods, or to the 
workers in decreased salaries, or to the owners in 
decreased returns. Ultimately, then, the em
ployees as a group, both as workers and as consumers, 
will bear the major costs of the old-age benefits. 39 

Economist John Brittain has found in his more recent work 

that "given the level of productivity in a country, the 

presence of a payroll tax on employees tends to reduce the 

wage in dollars by roughly the amount of the tax" (1971:125). 

Other events reflected the gradual acceptance of 

Social Security by business groups. A member of the SSB was 

invited to attend an April 30, 1936 meeting of the U.S. 

Chamber of Commerce, and reported that 

The tone of the discussion about Social Security, on 
the whole, plus the fact that this meeting drew an 
attendance almost twice as large as the Chamber 
officials had expected, serves to indicate growing 
interest in the Social Security program on the part 
of business, and, I should say, less bi t ter antago
nism and more sympathetic understanding. 40 

39. Mary Dilley, Social, Political, Economic, and 
Financial Implications of the Administration of the Old Age 
Reserve Account of the Social Security Act of 1935, unpub
lished M.A. Thesis, University of Arizona, 1938:26. 

40. Letter from Mr. Huse of Social Security Board's 
Informational Service, to Mr. Winant, Chairman of the Social 
Security Board, dated April 30, 1936, File Folder, "USCC," 
Chairman's Files, 1935-1942, Record Group 47, National 
Archives, Washington, D.C. 
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The insurance industry also exemplified this shift. 

A previously divided group, this industry began to agree that 

Social Security yielded benefits for their business. Alt-

meyer and the SSB were fond of citing this industry's growing 

confidence in the program. Many insurance executives testi-

fied in favor of Social Security and argued that encouraging 

people to ensure their future through Social Security served 

to increase the public's awareness and interest in private 

plans. Rather than competing with private insurers, a Board 

memo dated July 21, 1936 explained, 

. on the contrary, leading figures in the field 
of private insurance feel the act will be helpful to 
insurance ... it is felt that the effect will be to 
popularize insurance, both on the part of individuals 
and on the part of concerns which will wish to pro
vide additional old-age retirement coverage for their 
higher paid employees and executives, in addition to 
that provided under the Social Security Act. In a 
recent speech, a well-known official of a life 
insurance company recalled the opposition raised by 
private companies to the war risk insurance during 
the World War. Instead of its taking business away 
from private companies private sales of 
insurance more than doubled because of the public 
consciousness of the insurance principle which was 
created. 41 

The benefit of Social Security to private insurers was that 

the general public was covered at a minimal level, while the 

insurance companies could cater to the lower-risk, more 

41. List of suggested responses to possible criti
cisms of the Social Security Act developed by Social Security 
Board, dated July 21, 1936, File Folder, "Protests, opposi
tion, and criticisms," Chairman's Files, 1935-1942, Record 
Group 47, National Archives, Washington, D.C. 
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highly paid workers. The fact that private insurers used 

Social Security as a risk-diffusing strategy was evident in a 

1939 labor union newsletter: "Insurance companies now want 

social security records when they audit pay rolls and they 

don't want the business in some instances if they are not 

shown social security records."42 

Support from the business sector also carne from the 

Business Advisory Council. As noted in Chapter 2, O'Connor 

emphasizes the Business Advisory Council to support his 

argument. He writes that "Perhaps the most influential group 

in drawing up the Social Security Act of 1935 was the 

Business Advisory Council. This benchmark in the history of 

social insurance legislation was very much the product of 

corporate liberal planning" (1973:139). But the Business 

Advisory Council was part of the Department of Commerce, 

which was headed by a Roosevel t appointee; therefore, it is 

quite possible that the Council was unrepresentative of the 

general position of business before 1936. Further, it 

appears as though any "representative" or "contrary" members 

were simply eliminated. A 1936 Associated Press article 

reported that 

42. "Butcher's Advocate and the Food Merchant," 
August 16, 1939, File Folder, "Amendments 1939," Chairman's 
Files, 1935-1942, Record Group 47, National Archives, Wash
ington, D.C. 



Eighteen leaders in American business yesterday were 
named by Secretary Roper to be members of his busi
ness advisory council. They are to take the place of 
others who resigned or retired before Christmas. 
Causes of friction that almost disrupted the original 
council were believed eliminated. The council 
became the center of controversy last year over 
charges and counter charges that friends and foes of 
the Administration were attempting to use'it for 
their own propaganda purposes. 43 
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Clearly, there are problems inherent in using such a group to 

illustrate corporate liberal planning. This Council was in-

house, divisive, and unrepresentative of the general oppo-

sition to the 1935 Social Security Act that emanated from 

business and industrial groups. The Council was set up to 

advise the SSB, and to orchestrate consensus among business 

and industrial leaders regarding Social Security. It was not 

an independent representative of business opinion. 

One of the issues that the Business Advisory Council 

dealt with after Roosevelt's re-election was garnering busi-

ness support for registering workers. Altmeyer had asked the 

Council for their recommendations regarding sending a 

questionnaire to the associations to determine whether they 

would cooperate in registering workers. The response of the 

Council was that it 

43. "Roper Selects 18 Men to Fill Advisory Posts," 
Associated Press article, File Folder, "Business Advisory 
Council Membership-1936," Chairman's Files, 1935-1942, Record 
Group 47, National Archives, Washington, D.C. 



. did not think it was good policy to put this 
question up to the associations as it might lead to a 
great deal of discussion and misunderstanding. The 
committee [recommends] that the Board could, in 
advance of any announcement of the plan, obtain the 
endorsement of a few important associations. If 
these endorsements could be made public soon after 
the announcement of the plan, it should be quite 
helpful in having the plan received properly by 
employers generally. The committee would suggest 
that larger employers be advised directly of the plan 
and that contacts not be confined to associations 
exclusively.44 
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The Business Advisory Council also urged simplification in 

the administration of the program (e.g., keep the forms 

simple and the reports infrequent), incentives for the 

continuation of existing benefit plans, and exclusion from 

the definition of wages of sick pay, benefits, vacation, 

workmen's compensation, and contributions to stock and thrift 

plans. They urged the government to educate others in busi-

ness and industry on how Social Security could be utilized to 

complement private plans, an indication of their greater 

access to insider information than the majority of business 

or industrial representatives. They opposed higher contribu

tions and the larger reserves that would result. 45 

44. Letter from Marion B. Folsom, Chair of Business 
Advisory Committee to Social Security to John G. Winant, 
Chair of the Social Security Board, dated May 5, 1936, File 
Folder, "BAC to Department of Commerce Board," Social 
Security Central Files, Master Files, 1935-1947, National 
Archives, Washington, D.C. 

45. File Folder, "Amendments, 1938," Chairman's 
Files, 1935-1942, Record Group 47, National Archives, Wash
ington, D.C. 
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Reserves were, and continue to be, a major issue. 

Was a reserve needed at all, and if so, how much was neces-

sary to ensure that payments could be made without having 

such large amounts in reserve that it drained the economy. 

Conservative members of Congress spoke out against the 

reserve. Senator Arthur Vandenberg (R-Michigan), called the 

originally proposed $47 billion reserve "the most fantastic 

and the most indefensible objective imaginable. It is 

scarcely conceivable that rational men should propose such an 

unmanageable accumulation of funds in one place in a democ-

racy" (quoted in Weaver, 1982:111). The reserve was one of 

business" major objections to Social Security after the 

passage of the 1935 legislation. The major objections to the 

reserve concept were that it would be a temptation to gov-

ernment extravagance; it would be a temptation to Congress 

and pressure groups; it would be impossible to find sound 

investments; any increase in savings might disturb the 

already precarious economy; and finally, that it would freeze 

the national debt at $47 billion. 46 

The Business Advisory Council on Social Security 

opposed reserve funding and therefore argued for a reduction 

of the tax rates and increase in benefits. They felt that 

46. Eveline M. 
Columbia University, File 
1935-1942, Record Group 
D.C. 

Burns, Department of Economics, 
Folder, "032.11," Chairman's Files, 
47, National Archives, Washington, 
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the reserve was an "invitation to governmental extravagance 

and likely to result in increases in benefits which cannot be 

financed in the future."47 They were concerned about the 

deflationary effect of the reserve, which would retard 

business and employment and further the despair of the Great 

Depression. In a February 6, 1937 meeting of the Business 

Advisory Council and the SSB, the members of the Business 

Advisory Council stated that benefits would probably have to 

be increased in the early years, because existing benefit 

amounts would be easily criticized as hideously low. 48 They 

advocated starting the benefits earlier and raising the 

amount to be received by beneficiaries. 49 

A U.S. Chamber of Commerce Committee Report also 

recommended a pay-as-you-go system. It stated that 

It is very properly urged that there should be no 
dependence upon reserves calculated according to the 
actuarial principles necessarily used by private 
insurance companies, for the reason that such a 
procedure is wholly inconsistent with a government-

4 7 . F i 1 e F old e r, " Am end men t s 1 9 38 ,n C h air man I s 
Files, 1935-1942, Record Group 47, National Archives, Wash
ington, D.C. 

48. Subcommittee of Business Advisory Council Meet
ing with Social Security Board, on February 6, 1937, File 
F old e r, " Am end men t s - Dis c us s ion 0 f Tit 1 e I I ," C h air man I s 
Files, 1935-1942, Record Group 47, National Archives, Wash
ington, D.C. 

49. Ibid. 



operated, compulsory system of benefits, supported by 
taxation. 50 
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The U.S. Chamber of Commerce therefore recommended postponing 

the scheduled tax increase from 1% to 1.5% on January 1, 

1940. They also advocated a direct contribution from the 

federal government, a development that might be interpreted 

as in line with a neo-Marxist argument if it weren't for its 

temporal order. It wasn't until after the Chamber was 

certain Social Security taxes would be collected that they 

attempted (unsuccessfully) to get the federal Treasury to 

contribute to the trust fund. So it was only later that the 

Chamber urged a contribution from the federal government. 

They did not seek out Social Security, but adapted to it 

after it was ~nstituted. 

The U.S. Chamber of Commerce also recommended paying 

larger benefits earlier than was originally intended. Be-

sides the disadvantages of a large reserve, they were con-

cerned with the interrelationship between old-age assistance 

and old-age insurance. The Chamber's concern was that the 

state-administered old-age assistance, with its higher 

monthly payments (approximately $30 per month) would make the 

welfare option of assistance more attractive than the incen-

tive-based old-age insurance (benefits amounts of approxi-

mately $14 per month under the 1935 provisions). And given 

50. "Amendment of the Social Security Act," Senate 
Finance Committee Report, March 16, 1939. 
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their emphasis on a pay-as-you-go plan, they saw no need to 

delay paying benefits. They were careful to point out that 

they opposed an overall increase in the costs of the program, 

however, and they were opposed to the extension of benefits 

to new categories of workers, as well as to provisions for 

temporary or permanent disability benefits. 

The National Association of Manufacturers also insti-

tuted an internal committee to assess the impact of Social 

Security on their affiliated organizations, with the expecta-

tion that the Committee would make recommendations regarding 

directions for future policymaking. A letter from William B. 

Warner, President of the National Association of Manufac-

turer's to Averell Harriman, Chair of the Business Advisory 

Council, reveals a list of recommendations drawn up by NAM's 

"Economic Security Committee." Among their recommendations 

were: 

1. Limit to $3,000 the amount of taxable wages and 
salaries; 

2. No benefits should be paid to persons directly 
engaged in strikes (i.e., unemployment compensa
tion or pensions); 

3. In order to place the rights of both members and 
non-members of labor unions on a level of equal
ity, benefits should not be denied to any person 
for refusal to take union-organized employment; 

4. Taxation of small employers as well as larger 
employers (most of the industries that NAM repre
sented were larger); 



,5. The exclusion of benefits under the classifica
tion of taxable wages; and finally, 

6. Opposition to the reserve. 51 
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In another letter from Warner to Harriman dated February 24, 

1937, Warner reported that NAM'S Economic Security Committee 

concluded that 

Except for building up a relatively small initial 
"emergency" fund, there should be no accumulation of 
reserves under a nation-wide old age pension plan, 
(1) because such an accumulation is almost certain to 
lead to national waste and inflation, and (2) it 
would eventually be impossible for a government 
accumulating such tremendous reserves to validate its 
pension plan without taking over a substantial part 
of American industry.52 

Industry was concerned about the "socialistic" features of 

much of the New Deal legislation and Social Security reserves 

were no exception. 

A further argument against the accumulation of a 

reserve was made by M. A. Linton of Provident Mutual Life 

Insurance Company of Philadelphia. Linton argued that "you 

are taking care of the aged and building for the future. You 

51. "Federal Social Security Act Amendments," 
Economic Security Committee of the National Association of 
Manufacturers, dated March 10, 1937, File Folder, "NAM," 
Chairman's Files, 1935-1942, Record Group 47, National 
Archives, Washington, D.C. 

52. File Folder, "Amendments through May, 1937," 
Chairman's Files, 1935-1942, Record Group 47, National 
Archives, Washington, D.C. 
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can't expect any generation to bear two burdens at once, so 

that is the real reason to get rid of the reserve plan."53 

But again, it is important to note that business and 

industry only slowly adapted to Social Security. Some busi-

ness and financial leaders fought Social Security until 

benefits were paid in 1940. In an unpublished thesis in 

1938, it was written that 

While it should be relatively simple to demonstrate 
to a businessman that an adequate security program 
would promote greater satisfaction and efficiency 
among his workers, and that it would nearly pay for 
itself out of the savings on charity and relief, 
there are few who actually take these factors into 
consideration. 54 

There was disagreement over such fundamental issues 

as benefit levels and extensions of coverage. On November 5, 

1937, Benjamin J. Anderson Jr., an economist wi th Chase 

National Bank testified during an Advisory Council on Social 

Security meeting, and urged caution in extending benefits 

further than that allotted in the original legislation. He 

argued that the Act was made as generous as seemed feasible 

in 1935, but that the fiscal situation had deteriorated since 

53. Subcommittee of Business Advisory Council, 
Meeting with Social Security Board, February 6, 1937, File 
Folder, "Amendments-Discussion of Title II," Chairman's 
Files, 1935-1942, Record Group 47, National Archives, 
Washington, D.C. 

54. Stewart quoted in Mary Dilley, Social, Politi
cal, Economic, and Financial Implications of the Administra
tion of the Old Age Reserve Account of the Social Security 
Act of 1935, M.A. Thesis, University of Arizona, 1938. 
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then. He cited an increase in the national debt, and urged a 

balanced budget. Financial institutions were obviously 

interested in protecting the Treasury.55 Most of those 

opposing the provisions in the 1939 Amendments to extend 

benefits to new groups of workers were, according to Edwin 

Witte, Professor of Economics, "smart enough to realize that 

increasing benefits is not the way to get lower taxes."56 

The Social Security Amendments of 1939 

Forces opposing the 1939 Amendments did not prevail. 

In a May 12, 1939 article in the Washington Daily News, by 

Thomas Stokes, it was reported that the conservatives' 

"weakness in Congress is due to the constant pressure from 

constituents who want something offered by the New Deal. 

Congressmen must look to the saving of their own skins."57 

The Social Security Amendments of 1939 added insurance 

protection for dependents of retired workers (i.e., aged 

wives, dependent children), and for widows and children of 

55. File Folder, "Advisory Council Meeting of Novem
ber 5-6, 1937," Chairman's Files, 1935-1942, Record Group 47, 
National Archives, Washington, D.C. 

56. Letter from Witte to Altmeyer, dated April 2, 
1938, File Folder "Advisory Council 1938," Chairman's Files, 
1935-1942, Record Group 47, National Archives, Washington, 
D.C. 

57. washington Daily News article, May 12, 1939, by 
Thomas Stokes, File Folder, "011-011.1," Chairman's Files, 
1935-1942, Office of the Commissioner, Social Security Admi
nistration, Record Group 47, National Archives, washington, 
D.C. 
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deceased beneficiaries (i.e., survivors), and moved the 

timing of the first benefit payments to 1940, instead of in 

1942, as legislated in the original Act. The tax rate 

increase to 1.5%, scheduled to occur in 1940 in the original 

Act, was postponed to 1943. Later amendments actually 

postponed this increase until 1950. 

The 1939 Amendments were a major concession to 

organizations representing business and industry. The tax 

rate was frozen at 1% from 1940-1950 instead of the previous 

1.5%, which meant that any reserve accumulation would be less 

than under the original tax amount. The larger benefits 

payments allocated in the 1939 Amendments were to provide 

more protection and to enhance purchasing power; again, a 

method of lowering reserves while stimulating consumption. 

According to Thomas L. Stokes, in a 1940 Washington Daily 

News article, the beauty of the 1939 Amendments were that 

they were 

not a spending program in the usual sense, 
since the money already has been paid into the 
Treasury in earmarked taxes and therefore it would 
not represent "deficit spending" nor affect the 
budget. The argument is that money collected in pay 
roll taxes would be thrown back into the stream of 
purchasing power and thus compensate for the with
drawals from purchasing power represented in the pay 
roll taxes. 58 

58. "Spenders Hope to Prime the Pump with Pensions," 
Thomas L. Stokes, Washington Daily News, Fi Ie Folder, "AI t
meyer-OIl," Chairman's Files, 1935-1942, Record Group 47, 
National Archives, Washington, D.C. 
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The concept of a trust fund was retained (primarily a 

concession to the SSB) and a Federal Old-Age and Survivor's 

Trust Fund was created for "safeguarding the insurance bene

fit funds."59 However, the projected fund was cut from about 

$47 billion to less than $20 billion (Weaver, 1982:118). The 

move from a soundly funded system to a pay-as-you-go program 

had occurred. The difference was one of an actuarially 

balanced program whereby if benefits went up so would taxes, 

versus an intergenerational chain letter, with the latest 

beneficiaries at highest risk of losing their investment. A 

1940 Business Week article reported that 

. . . the present provisions regarding the investment 
of the moneys in the old age reserve account do not 
involve any misuse of these moneys or endanger the 
safety of these funds. . the funds will continue 
to be invested in U.S. Government bonds--the safest 
investment in the whole world. 60 

The most significant event during the decade of the 

1940s was World War II, and this redirected Americans' atten-

tion from domestic problems and concerns to foreign affairs. 

Chairman Altmeyer, however, assured the nation that "There 

will be no retreat for Social Security as the result of the 

59. File Folder, "Doughton, Robert L.,II Chairman's 
Files, 1935-1942, Record Group 47, National Archives, Wash
ington, D.C. 

60. August 17,1940 IIBusiness Week" article, File 
Folder, IILaFollette, Robert M.," Chairman's Files, 1935-1942, 
Senators, National Archives, Washington, D.C. 
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defense program."61 Aside from minor changes in Social 

Security, mostly dealing with postponing the tax rate in-

crease, the 1940s were a time of sett~ing in and assessing 

the progress made in the 1930s. Benefits were relatively 

low, and there were no increases. It was not a time of 

growth for the bureaucracy, nor a time of retrenchment. 

Although there was criticism from some that we should abandon 

our social experiments and divert all funds to national 

defense,62 others were convinced that it was only through 

social security that we could have national security. In 

addition, given that the war created jobs and stimulated the 

economy, critics of the high costs of the program were 

somewhat rebuffed, if not preoccupied with other concerns. 

One important development during the 1940s concerned 

labor unions and pensions. The AFL and CIa wanted to ensure 

security for families, and they worked for a "family wage" in 

collective bargaining agreements. However, during World War 

II, the War Labor Board mandated that wages could not in-

crease because that would feed inflation. The two ways that 

workers dealt with this problem were, first, to manipulate 

61. Altmeyer cited in American Federation of Labor 
Annual Meeting Proceedings, 1940, p. 87, AFL Archives, Wash
ington, D.C. 

62. "Social Security in the National Emergency," 
Address by Arthur J. Altmeyer, at the 60th Convention of the 
American Federation of Labor, November 19, 1940, File Folder, 
"AFL-1940," Chairman's Files, 1935-1942, Record Group 47, 
National Archives, Washington, D.C. 
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job titles; but second, unions began to fight for higher pen-

sions, given their lack of access to negotiating for higher 

wages. A mid-1940s political shift toward the right gave the 

Republicans political strength (see Table 3.1), and the 

Democrats still had the conservative "baggage of the South" 

(Quadagno,1987). This development, coupled with the 1937 

split between the more reformist AFL unions and the more 

radical CIO unions, meant that a divided labor front was not 

getting very far with regard to increasing Social Security 

benefits. A 1948 ruling by the National Labor Relations 

Board that pensions were bargainable issues meant that from 

these unions' perspective, it was easier to push for private 

pensions than to fight for Social Security. This emphasis on 

private pension plans would have important implications for 

the developments of the 1950s. 

One final substantive note is important. When the 

first benefits were paid in 1940, there were 159 taxpaying 

workers for every Social Security beneficiary,63 and 6.8% of 

the u.S. population was aged 65 or older. 64 The dependency 

ratio of 159:1 was the result of relatively few Americans 

63. Annual Statistical Supplement to the Social 
Security Bulletin, 1971-85, p. 77. 

64. Calculated from Historical Statistics of the 
U.S., Colonial Times to 1970, Part 1, p. 10. Post-1970 
statistics collected from "A Profile of Older Americans: 
1985," brochure published by the AARP, and various editions 
of the Statistical Abstract of the United States. 
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Table 3.1 Republican representation in Congress, 1935-1950.* 

Year % House Republican % Senate Republican 

1935-1936 26.2 28.1 

1937-1938 23.6 20.8 

1939-1940 39.2 28.1 

1941-1942 38.4 31.2 

1943-1944 49.3 39.6 

1945-1946 44.2 41.1 

1947-1948 56.7 53.1 

1949-1950 39.5 43.7 

* Source: Historical Statistics of the U.S.: Colonial Times 
to 1970,. Part 2, Washington, D.C.: U.S. Bureau of the 
Census, p. 1083. 
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qualifying for benefits under the new program, a low propor-

tion of the population elderly, and large numbers of workers 

contributing to the trust funds. All of these favorable 

factors would reverse in later years, and major problems for 

the program would result. 

Discussion and Assessment of the 
Theoretical Frameworks 

The events that occurred between 1935 and 1949 reveal 

several interesting developments. First, the settling in and 

expansion of the new bureaucracy reflected the political 

compromises that were made and the strong alliances between 

the President and program administrators. By assembling 

staff to collect statistics and conduct research, they 

rebuffed critics and political outsiders. Second, a change 

occurred for workers who had paid Social Security taxes. 

Here was a newly created interest group that was concerned 

about the maintenance and expansion of the system. Even the 

Townsendites could not compete with the provision of real 

cash benefits. Third, business, industry and finance began 

to accept the fact that the program was here to stay. The 

Business Advisory Council, the National Association of 

Manufacturers, and the U.S. Chamber of Commerce all developed 

proposals for amendments that were in line with their inter-

ests. These groups were a key factor in the passage of the 

1939 Amendments. They were no longer struggling to repeal 
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the legislation. Especially after Roosevelt's re-election in 

1936, the questions changed from "Should we have a system 

such as Social Security?," to "NOW that we have it, how can 

we influence the direction and shape of policymaking?" 

Debates during periods of crisis reflect more plur

alistic dimensions than do political debates during periods 

of calm. A crisis environment sensitizes more observers to 

more of the issues than do periods of stability, prosperity, 

and abundance. This was certainly the case for Social 

Security legislation in the 1930s. 

The events during .this period also highlight the 

importance of pursuing reformist versus more radical tactics. 

The lingering popularity of alternative programs such as the 

Townsend Plan stemmed from their promises of generous pension 

benefits. But the AFL pointed out that large pensions would 

leave less for taxpaying workers. And while the Townsendites 

continued to appeal to elderly Americans, this deflected 

their attention away from the details of Social Security 

legislation. Their testimony before Congressional committees 

was testimony in support of their program, not in opposition 

to Social Security. This meant that popular protest was less 

effective in shaping the actual legislation that evolved than 

if a concerted campaign had been launched by the public to 

shape only Social Security. The public was a factor in that 

high unemployment rates, in many ways, were a political and 
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economic mandate for change--but this "pressure" was a very 

indirect one in terms of program development. 

In assessing pluralist models, perhaps the most sig

nificant event was the creation and growth of the SSB. Its 

significance stems from the fact that political access to 

powerful decision makers is not equal for all groups. The 

early SSB was federally funded and had close alliances with 

Roosevelt and key supporters in Congress. They devoted many 

resources to developing Social Security legislation and to 

garnering acceptance for their proposals. By comparison, 

political outsiders could not compete. And while Congres

sional committees were compelled to hear testimony from 

groups such as the Townsendites, the suggestions made by 

these outsiders were often politically or economically 

unrealistic options (e.g., general revenue financing or flat 

pension amounts). The SSB was careful to appease powerful 

interests in the proposals submitted to Congress. Clearly, 

"the state" was not merely a neutral arbiter. 

Dahl also discusses the disorganization of powerful 

interest groups such as NAM and the u.S. Chamber of Commerce. 

But an important point that needs to be made is that there 

are stages in the legislative process. So while the 

insurance industry was divided regarding Social Security 

old-age insurance, they were not divided regarding the 

government provision of an additional voluntary annuity; they 
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effectively stopped this provision of the 1935 Act. Powerful 

interests were opposed to the initial legislation, but once 

they perceived it was going to pass, they played a key role 

in writing the legislation to fit their interests. This was 

especially true in the early years. NAM and the u.s. Chamber 

of Commerce gradually accepted the reality of Social Security 

legislation and set out to mold it to their interests. They 

were a key factor in urging the 1939 Amendments. Accommoda

tion in the early years occurred at later stages of the 

political debates, and this reflected the limited rationality 

of many representatives of business and industry. 

Clearly, differences of power and political access 

influenced Social Security legislation in the origins period. 

This is an important insight of a neo-Marxist framework. 

However, the causal order typically described by these types 

of argument is not accurate. Like Marx, these scholars argue 

that capitalism contains the seeds of its own destruction. 

In other words, private, profit-motivated employers socialize 

the costs of an increasingly inefficient mode of production 

through social welfare programs. But during the 1930s, vari

ous business and industrial groups perceived Social Security 

as a socialistic menace. A large reserve, in their eyes, 

meant the possibility of a socialistic state that controlled 

private initiatives. So although there was some support for 

lower taxes and larger benefits, the reason for this support 
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was a concern that we were moving too far in the direction of 

socialism. In this sense, capital did not seek out Social 

Security, but Social Security bureaucrats eventually needed 

to accommodate these interests to ensure the political 

viability of the system. 

A second criticism of a neo-Marxist analysis is that 

the state bureaucracy was not a passively molded entity. 

They actively coopted representatives of business and in

dustry that were supportive of Social Security. They used 

these messengers to try to win over the support of other 

members of capital. More than capital seeking the state for 

relief, state bureaucrats sought supportive members of 

capital to ex~mplify business support for Social Security. 

The Business Advisory Council is a wonderful example of this 

dynamic. Business and industry's opposition to the original 

Social Security legislation was somewhat muted by Roosevelt 

and the SSB coopting those representatives of capital that 

were supportive of Social Security. Corporate liberal 

planning was not evident. Rather, what we witnessed was 

general resistance from business and industry. Most organi

zations representing business and industrial interests only 

slowly adapted to this changing environment. 

A neo-Weberian framework is also inaccurate in 

accounting for developments in Social Security from 1935-

1949. It is here that we see the flaw inherent in broad 
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generalizations regarding the autonomy of the state: levels 

of autonomy varied among state actors. There was a continuum 

of autonomy. Roosevelt had some autonomy from powerful 

interests because of his general popularity. He attempted, 

often successfully, to stack the decks in favor of Social 

Security. The CES, the first Advisory Council, and his 

Supreme Court reorganization plan exemplified this autonomy. 

However, state bureaucrats in the SSB had little or 

no autonomy from powerful interests. Of necessity, they were 

concerned with ensuring the viability of the program and made 

many concessions to these groups during the origins phase of 

Social Security. Altmeyer and other administrators weren't 

able to institute a full-fledged social insurance program at 

once but had to wait until the program became more politi

cally entrenched. And in studying Congress' role from 1935-

1949, we witnessed a far more cautious, far less autonomous 

body, perhaps most like the pluralists' vision of the state. 

These elective positions, which generally span more years 

than does the Presidency, require more accountability to the 

general public and hence Congress often proceeds more slowly 

than do Presidents or state bureaucrats. Both pieces of 

legislation that occurred during this period were not during 

a Congressional election year (i.e., 1935 and 1939). The 

Social Security system was new, untried, and controversial. 

Employers and employees initially complained of an added 
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payroll tax; the Townsendites and their followers said that 

the program didn't go far enough; some conservatives and 

state's rights advocates complained of the federal domination 

inherent in the program. Social Security was obviously per

ceived to be a controversial and risky issue for Senators and 

Representatives during this early period. The legislation 

that was written during this period reflected the influence 

of the insurance industry (no voluntary annuities to be sold 

by the government), manufacturers and retailers (low tax 

rates), and the Southern tenant farm economy (the exclusion 

of agricultural and domestic workers). Congress was held 

more accountable for their actions by powerful interests as 

well as by the public. There was little if any autonomy for 

Congress. 

A theoretical framework that focuses on organiza

tional dynamics is much more helpful in understanding the 

early years. The collective organization of the economic and 

political environment during the 1930s called for a new 

organizational form. In the competition among alternatives, 

Social Security had the inside track because its legitimacy 

was linked to that of the u.S. government. The SSB was 

successful in warding off the Townsendites largely because of 

its access to Roosevelt and Congress. As a political 

insider, resources were available to the SSB that groups more 

external to the political process could not utilize. The 
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type of personnel recruited by the SSB were also highly 

committed to social insurance and had a long-term vision of 

the ideal program. In addition, there was the European model 

to mimic (with its rationale fully evolved), reformed to fit 

American society (e.g., the lack of disability or hospital 

insurance originally). And given that the new bureaucracy 

was not yet in a secure position, its administrators were 

forced to accommodate the interests of powerful political 

actors. At the urging of the Business Advisory Council, NAM, 

and the U.S. Chamber of Commerce, the tax rate remained at 1% 

until 1950, and benefits were extended to survivors and 

dependents. Both of these lowered the amount of money that 

accumulated in the reserves, which business and industry 

uniformly perceived as a threat to the private sector. All 

these factors increased the legitimacy of the Social Security 

program in the early years. 

Through organizational specification, we can also 

trace the changing positions of different actors within 

groups known generically as capital and labor. Some repre

sentatives of capital believed that they would benefit from 

the expansion of the program to include more persons and 

higher benefits (e.g., the U.S. Chamber of Commerce), while 

others (e.g., finance) perceived that a more conservative and 

cautious approach would be best. This is not to say that 

these groups did not benefit from later Amendments. Rather, 
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given their differing interests (e.g., spending versus 

retaining th0 reserve), and the varying time and attention 

that they devoted to studying the problems, the conclusions 

that they reached varied. To write of capital as if they 

were one unified voice is misleading. Again, during the 

1930s ~nd1940s, we see more reaction than action, more 

unplanned adaptation than clearly mapped out strategy. The 

concept of limited rationality (Perrow, 1986) was much more 

evident in the 1930s and 1940s than was a "tool view" such as 

O'Connor's. We see the same dynamic for representatives of 

labor. The CIO wanted a more generous program than Social 

Security, while the AFL was more conservative in their 

approach to old-age insurance. They were not one cohesive 

group, and this impacted their political efficacy. 

An organizational framework also lends itself to the 

conclusion that during periods of crisis, organizations are 

much more likely to be affected by their environment than 

vice versa. Rather than being an independent, autonomous 

actor, the early SSB was required to make numerous political 

compromises. 

Finally, we see a process highlighted by organiza

tional theorists, of bureaucracies taking on a life of their 

own. The SSB sought to expand their reach and increase 

benefits, all in an effort to garner support for the program. 

During the 1950s and 60s, the polity was able to act back on 
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Altmeyer noted that "Administration con-

sists of more than organization, procedures, and personnel .. 

Administration also consists of interpreting social 

legislation in such a manner that it achieves its fundamental 

purpose most fully" (Altmeyer, 1966:262-63). But it was not 

until the 1950s and 60s that state bureaucratic administra

tors were able to carve out their own vision of the ideal 

social insurance system. 



CHAPTER 4 

BUREAUCRATIC EXPANSION: 1950-1969 

Since this legislation was originally passed in 1935, 
we have increased the total burden of Federal expen
ditures from about $9.7 billion a year to a prospec
tive $45 billion a year, included in which are about 
$23 billion for defense and European aid--most of 
which constitutes the cost of the cold war. Already 
our economy is up to the limit of endurance under 
this load. I believe we should go slow and hold 
further additions to this burden to the absolute 
minimum. When the cold war is over, we can afford 
many more domestic improvements. (Herbert Hoover, in 
a letter to the Chair of the House Ways and Means 
Committee.)l 

In the Cold War we are judged by the peoples of the 
world on our social performance on behalf of our 
mothers, our young, our infirm and our aged. As a 
representative of the million members of our union, I 
urge you not to pass ammunition to our totalitarian 
foes but instead to reconsider and reinstate these 
provisions which give meaning to the word democracy. 
(Walter P. Reuther, President International Union of 
United Automobile Workers of America, regarding 1950 
Senate removing House provisions for disability 
insurance and other more liberal Social Security 
measures.)2 
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1. Letter to Robert L. Doughton, Chair of the House 
Ways and Means Committee from Herbert Hoover, dated April 7, 
1949, File Folder "SS--OASI Misc. (April, 1949)," Doughton's 
files, Record Group 233, National Archives, Washington, D.C. 

2. Telegram to Walter F. George, Chair of Senate 
Finance Committee from Walter P. Reuther, dated May 11, 1950, 
File Folder "SS (Misc. May-June 1950)," Senator George's 
files, Record Group 43, National Archives, Washington, D.C. 
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Introduction 

In the entire 50-year history of Social Security, 

there was no period more crucial in terms of the program's 

expansion th~n the 1950s and 1960s. First, the frequency and 

regularity of legislation to expand the program was notable; 

in the 1950s, every election year, legislation was enacted to 

expand the program. Second, in terms of new groups brought 

under the Social Security umbrella such as agricultural and 

domestic workers, sheer numerical expansion of those covered 

was phenomenal. Third, there were significant increases in 

benefits, even controlling for inflation (see Table 4.1). 

And finally, philosophically, the program encompassed more 

insurance against the hardships of life. The addition of 

disability insurance in 1956, hospital insurance, or Medicare 

in 1965, and the movement away from a "floor" of protection 

toward "adequate" protection, all reflected this change in 

philosophy. 

EVents that occurred from the post-world War II 

period through the late 1960s are discussed in this chapter, 

and pluralist, neo-Marxist, and neo-Weberian frameworks are 

assessed for their usefulness in accounting for key devel

opments. I will argue that the pluralists cannot account for 

a process whereby interests coalesce around existing legisla

tion, making negotiation and compromise less common during 

periods of stability. The neo-Marxist focus on capital 
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Table 4.1. Social Security benefit increases, 1950-1977. 

Date Effective Percentage Increase 

September 1950 

September 1952 

September 1954 

January 1959 

February 1968 

January 1970 

January 1971 

September 1972 

June 1974 

June 1975* 

June 1976* 

June 1977* 

77.0 

12.5 

13.0 

7.0 

13.0 

15.0 

10.0 

20.0 

11. 0 

8.0 

6.4 

5.9 

Source: Congressional Record, 1977, Vol. 123, p. 39021. 

* Automatic cost-of-living increases, as provided in the 
Social Security Amendments of 1972.' 
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obscures the fact that many groups supported the expansion of 

the program during this period. In addition, the timing of 

support of business, industry, insurance and the medical 

profession does not fit with O'Connor's analysis. The 

neo-Weberians overlook a sort of relative autonomy of the 

state that occurs with entrenched bureaucracies. The massive 

public support for the program during the 1950s, and the 

incremental expansion into disability and hospital insurance 

allowed the state bureaucracy to go against the wishes of 

powerful, but now isolated interests. Eventually the inter

ests of these powerful groups (e.g., the AMA) were met, but 

this occurred after they were forced to accept new programs. 

Organizational theory accounts for these developments 

in a more helpful manner. Prior to the payment of benefits 

in 1940, the Social Security system did not yet have a clien

tele interested in its expansion, which led to vulnerability 

to competing political demands. As an organization, the 

Social Security bureaucracy at this point was more affected 

by the external environment-- much more reactive than active. 

This changed drastically with the legislation of the 1950s 

and 1960s. 

By the 1950s, the Social Security bureaucracy had 

succeeded in creating several communities of interest 

regarding the cash benefits program. Not only did this stir 

the interest of the groups getting the benefits, but those 
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who were excluded now lobbied for coverage. This process 

lowered the likelihood of competition in the political arena, 

and in a non-zero-sum economic climate, the counterbalancing 

forces of negotiation and compromise were less likely to 

occur. This meant that the dramatic expansion of benefits, 

and the addition of disability and hospital insurance 

occurred in a context of very little countervailing opinion. 

In this manner, organizations take on a life of their own. 

During periods of stability, it is much more likely that 

organizations will be able to act back on their environment 

than during periods of crisis. 

Another useful insight provided by organizational 

theory is that outcomes or effects at one point are later 

used as precedent to justify new changes at a later point. 

In this way, effects at "time one" are causes at "time two" 

(hence the need for longitudinal analysis). This dynamic is 

addressed using the example of disability insurance. The 

first step was to offer means-tested assistance for the needy 

disabled. But this program later served as the precedent for 

instituting a full-fledged, non-means-tested disability 

insurance program. Economic prosperity and stability allowed 

the Social Security Administration (SSA) to institute social 

insurance programs that they desired from the start. 

Power resides in organizations that operate within a 

particular economic and political context. Power is not 
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equally distributed or expended. Unlike a pluralist account, 

I argue that state bureaucrats have the inside track in pro

moting their agenda, and the provision of cash benefits often 

negates the voices of compromise or economic rationality. 

Unlike a neo-Marxist account, there are few all-powerful or 

omnipotent actors representing capital that are evident here. 

While state bureaucracies may have a long-term perspective 

based on the experiences of other countries or other units of 

government, most organizational actors operate with an eye 

toward the near future. And unlike the neo-Weberians, I will 

argue that the SSA had more autonomy from powerful interests 

during this period than they did during the Great Depression. 

This is not to imply that this autonomous political power is 

evident for long; indeed the political success of Social 

Security was ensured by catering to powerful interests. 

The chapter begins with a discussion of how World War 

II and the cold war affected Social Security legislation of 

the early 1950s. Following this, I will address programmatic 

shifts that changed Americans' perceptions about Social 

Security. Finally, I will assess the value of the theoreti

cal models, in view of the developments surrounding the 1950s 

and 1960s legislation. 



The Impact of World War II and the 
~old War on Social Security 

160 

Common sense notions of the inverse relationship 

between domestic and military expenditures make the expansion 

of Social Security during the 1950s and 60s seem anomalous. 

World War II, the cold war and the Korean War could have 

deflected r~sources away from Social Security. Wars encour-

age debates about the relative merits of foreign versus 

domestic spending, and hence, the petitions that Congress 

receives tend to support either one or the other. In the 

early 1950s, with the loss of China, and the Soviet Union's 

development of atomic power, many Americans believed that the 

communists were winning the cold war. 3 

Indeed, in Wilensky's comparative analysis of sixteen 

countries, he found that 

The beginnings of the cold war locate the most 
obvious, powerful, depressing effect of warfare on 
welfare. In those years of 1950-52, the superpowers 
launched a nuclear arms race, developed rigid 
doctrines of international conspiracy and enemy 
encirclement, and demonstrated their willingness to 
be tough and take risks in such crises as Berlin and 
Korea. The resulting swift increase in military 
spending from 1950-1952 cast the die for a poor 
welfare performance for those countries most swept up 
in the crisis atmosphere. (1975:75) 

If government resources are viewed as zero-sum, war-related 

expenses should have meant a retraction of Social Security, 

or at least stagnation at levels previously set. Further, 

3. Donald W. Mitchell, "The Risks of Cold War," 
Current History, July, 1950, Vol. 19, No. 107, p. 5-9. 
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the cold war and increasing concern with the threat of 

communism meant that Social Security could be billed as a 

socialist program that was meant to undermine capitalism from 

within. Some opponents of the program in the 1950s claimed 

that the only "social security" is defensive, and they argued 

that domestic programs drained away the lifeblood of our 

nation that should have been expended for military prepared-

ness. As evidence, they cited Lenin's statement, made years 

earlier, that "We shall force the United States to spend it

self to destruction."4 A letter from a Maryland doctor, sent 

to Walter F. George, Chair of the Senate Finance Committee, 

highlights this position well. 

I am writing to urge that you help kill this bill in 
conference. Any money that we have lying around 
should be used for our national defense, instead of 
for Social Security hand-outs. The paramount 
desideratum we need in this country today is Physical 
Security, not Social Security. If we ever become 
physically secure (which is probably as far off as 
the next millennium), we can then begin to think 
about being soft and worrying about Social Security. 
The gross neglect of the Administration is the cause 
of the present war in Korea. The blood of those dead 
and wounded boys in Korea is on the hands of the 
Administration. One would have thought that Munich 
would have taught us a lesson in appeasement. We 
have spent billions to appease the Reds since 1945 
and what have we to show for it--nothing but the grim 
reality of war. If we had spent those billions to 
stay armed, we would not have the war. Every realist 

4. Ernest H. Hahne, "Economic Aspects of Pension 
Plans," from Proceedings of a National Pension Conference, 
National Association of Life Underwriters, April 20, 1950, 
File Folder "Special SS Files--Private Pension Plans," Senate 
Finance Committee--SS (Income to Public Assistance), Record 
Group 43, National Archives, Washington, D.C. 



knows that there is only one thing which will stop 
the Russians and that one thing is force and more 
force, applied in such a realistic manner that they 
dare not attack. In the name of God, let us stop 
spending our money for the soft things in life! The 
only thing that will save our country is the vigor, 
and the force, and the character that was exemplified 
in 1776. I cannot see how any patriot can vote for 
an extension of so-called Social Security in times 
like these. 5 
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Further, the threat of communism was not only a 

matter of external foes but internal enemies as well. By the 

early 1950s, Senator McCarthy had accused the Roosevelt and 

Truman administrations of being rife with communists and many 

liberal Democrats of being Communists themselves. In 1949 

and 1950 CIO-affiliated unions conducted a massive house-

cleaning to rid themselves of Communist members. A leading 

article in u.S. News and World Report concluded that 

. in the 20 years since one little Communist cell 
was started in Washington, the u.S. has lost its 
ally, China; its big secret, the atom bomb; and its 
entry to Eastern Europe. All those losses were big 
gains for Russia, the country that the Washington 
spies worked for. 6 

In light of these considerations, it becomes all the 

more interesting that the decades of the 1950s and 1960s were 

the time of greatest expansion for the Social Security 

5. Letter to Walter F. George from Amos R. Koontz, 
dated July 31, 1950, File Folder "OASI Misc.--August, 1950" 
Senate Finance Committee, Record Group 43, National Archives, 
Washington, D.C. 

6. November 1953 article, cited in Warren, Sidney, 
"The Threat of Internal Communism," Current History, October 
1955, Vol. 29, No. 170, p. 208. 
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By 1950, the momentum for expansion of the Social 

Security system was strong. And while some of the pressure 

for expansion came because of an increase in prices related 

to the Korean War, the interesting question for this period 

is what fueled this anomalous expansion in the context of war 

and criticism. 

Unlike the zero-sum context where large military 

expenditures mean that domestic programs are cut back, Table 

4.2 shows that national defense expenditures were positively 

correlated with social security expenditures during this 

period, contrary to Wilensky's contention. The two are not 

necessarily mutually exclusive. That is, while WW II, the 

cold war and the Korean War meant that national defense 

consumed a larger percentage of the gross national product, 

the effect on absolute expenditures for Social Security was 

minimal. This is especially so when we exclude World War II, 

a period when expenditures were reduced because of the eld

erly's participation in production. Social Security budget 

amounts marched forward (with only three exceptions from 

194 ° -7 0) t h r 0 ugh WW I I, the co 1 d war, and the K 0 rea n War. 

With the exception of World War II (i.e., from 1942-1943), 

Social Security expenditures never dipped below that of the 

level set two years earlier. In other words, even when 

decreases in expenditures have occurred, they don't slip 

below the previous year's amounts. Each new budget sets a 
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Table 4.2. Defense and Social Security outlays of the 
federal government, 1940 to 1970, and percent 
of GNP of expenditures (in millions of dollars, 
except percentages). 

---------------------------------------
Year National Social 

Defense Security 

Absolute % Absolute % 

------------------------------_._-
1940 1,504 1.5 1,508 1.5 

1941 6,062 4.8 1,681 1 . 3 

1942 23,970 15.1 1,515 . 9 

1943 63,212 32.9 1,209 .6 

1944 76,874 36.5 1,232 . 6 

1945 81,585 38.4 1,359 .6 

1946 44,731 21. 3 2,682 1.3 

1947 13,059 5.6 2,908 1.2 

1948 13,015 5.0 2,932 1.1 

1949 13,097 5.1 3,763 1.5 

1950 13,119 4.6 4,959 1.7 

1951 22,544 6.8 4,749 1.4 

1952 44,015 12.6 5,536 1.6 

1953 50,413 13.7 6,446 1.8 

1954 46,645 12.7 8,048 2.2 

1955 40,245 10.1 9,393 2.3 

1956 40,305 9.6 10,131 2.4 

1957 42,760 9.6 11,983 2.7 

1958 44,371 9.9 15,556 3.5 
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Table 4.2--Continued 

Year National Social 
Defense Security 

Absolute % Absolute % 

1959 46,617 9.6 17,901 3.7 

1960 45,908 9.1 18,959 3.7 

1961 47,381 9.0 22,100 4.2 

1962 51,097 9.0 23,660 4.2 

1963 52,257 8.8 25,463 4.3 

1964 53,591 8.4 26,826 4.2 

1965 49,578 7.2 27,406 4.0 

1966 56,785 7.5 31,525 4.2 

1967 70,081 8.8 37,831 4.7 

1968 80,517 9.2 43,716 5.0 

1969 81,232 8.6 49,310 5.2 

1970 80,295 8.1 56,697 5.7 

Pearson's Correlation = .62* 

* Significant at the .01 level 

Note: Source for outlays, Historical Statistics of the 
United States: Colonial Times to 1970, Bicentennial 
Edition, Part 2, Washington, D.C.: U.S. Bureau of the 
Census, 1975:1116; source for GNP percentages, The 
National Income and Product Accounts of the United 
States, 1929-76:1-2. 
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plateau below which expenditures rarely fall again. While 

national defense expenditures fluctuate in terms of war 

involvement, and also as a percent of total gross national 

product, the absolute expenditures for Social Security have 

increased. 

In addition to the favorable economic context, there 

were three other developments brought on by World War II that 

greatly influenced the shape of subsequent Social Security 

legislation. These will be discussed in the following order: 

opportunities in industrial plants in the North, inflation, 

and the growth of private pensions. These macro level 

shifts, brought about as a direct result of World War II, 

were to have an enormous impact on the Social Security 

system. These historical accidents were largely outside the 

control of program bureaucrats or organizational actors. 

Therefore, their effects on the program, while beneficial in 

retrospect, were primarily unforeseen shifts. 

Opportunities in Industrial 
Employment in Northern States 

The opportunities for workers in war-time industries 

in the industrial sector resulted in three significant devel-

opments for Social Security. First and most importantly, 

this four year period meant, for many workers, that they 

moved from uncovered employment (e.g., housework, agricul-

tural work, domestic work), to covered employment. But for 
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many of these workers, the end of the war meant the return to 

their previous jobs--jobs not yet covered by Social Security. 

So while they had paid several years' of Social Security 

payroll taxes, most would never qualify for even minimal 

Social Security benefits--their time in covered employment 

was too short. In other words, given the lack of universal 

coverage, and given that jobs that were covered and not 

individuals (as in private insurance), the movement of labor 

brought about by World War II meant that inequities in taxing 

and benefits coverage developed. And this was not a develop-

ment that was obscured by technicalities; the inequity was 

well understood by those workers affected. Prior to the 1950 

Amendments, 80,000,000 Social Security accounts existed. 

However, only 35,000,000 individuals actually remained in-

sured because of movement into and out of covered employment 

during World War II. This meant an additional 45,000,000 had 

wage credits posted to their records during World War 11.7 

In essence, a huge new interest group was created that could 

be counted on to support more universal coverage, including 

both taxes and benefits. 

Second, this labor market shift meant that many 

Southern blacks were drawn to industrial jobs in the North, 

but because of deteriorating job opportunities in the South, 

7. Senate Finance Committee Hearing, "Social Secur
ity Revision," (81)S931-4-A, January 17-20, 1950, p. 33. 
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were unlikely to return to the South once the war was over. 

This meant that the South experienced a selection process 

whereby the youngest and most able-bodied workers were 

fleeing the South because of lack of opportunities in an 

increasingly mechanized agricultural economy. Individuals 

remaining in the Southern states were the elderly and the 

very young, which placed a tremendous burden on local or 

county relief rolls. Since agricultural and domestic workers 

were excluded from coverage under old-age insurance, the 

assistance burden was much heavier than in non-agricultural 

states. 

Jill Quadagno (1985) documents how Southern 

Congressmen offered less resistance to federally mandated 

old-age insurance in the 1950s than they had in the 1930s and 

1940s. When the Social Security program began in the 1930s, 

Southern Congressional members were instrumental in seeing 

that agricultural and domestic workers were excluded from 

coverage under the federal program. While those employed in 

agricultural or domestic work could be eligible for old-age 

assistance in the 1930s and 1940s, this program was adminis

tered by local relief agencies. Southern whites viewed 

federal control as infringing on local authority, and as a 

threat to their tenant-farm economy. Whites feared that 

black's incentive to work for minimal incomes would be 

hindered under a program of federal relief. 
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But with the movement of labor out of the South 

during World War II, the mechanization of agricultural work, 

and increasingly burdensome dependency ratios and assistance 

loads in the Southern states, the absence of resistance by 

Southern Congressional members meant that one more foe of 

old-age insurance expansion was quieted. It should also be 

noted that there is evidence that not only the Southern 

states but all states that had high relief costs pressured 

the federal government to liberalize old-age insurance by 

1950. 8 

The third development brought about by wartime job 

opportunities was the reentry of many elderly and previously 

retired individuals into the work force. Given the existence 

of an earnings test whereby benefits were reduced when bene-

ficiaries earned over $14.99, this meant that most of these 

workers were drawing fewer Social Security benefits while 

also contributing directly to a growing trust fund as a 

result of the payroll tax levied on their earnings. To 

demonstrate the magnitude of this shift from 1945-1946, 

160,000 individuals over the age of 65 lost their jobs. 9 In 

8. Letter to Walter George from J. Earle Wooding, 
Chair of the National Policies Committee, Chamber of Commerce 
of Ft. Wayne Indiana, File Folder "CASI Misc.--April, 1950," 
Senate Finance Commiteee, Record Group 43, National Archives, 
Washington, D.C. 

9. Historical Statistics of the United States: Colo
nial Times to 1970, Bicentennial Edition, Part 2, Washington, 
D.C., 1975:131. 
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that same period, 184,000 persons over the age of 65 were 

added to the list of Social Security beneficiaries. lO 

Inflation 

Another key factor brought about by World War II was 

inflation, which had two effects on old-age insurance bene-

fits. First, the buying power of benefits, which remained at 

1940 levels throughout the 1940s, was drastically eroded. 

From 1937 to 1949, the purchasing power of the dollar de

clined from 96.3 cents to 59.1 cents. ll In 1940, the average 

benefit represented approximately 20% of the average monthly 

wage of all employees in industry; by 1950, it represented 

only 11% of the average wage. 12 The second, and related 

effect was that there was growth of old-age assistance 

payments relative to old-age insurance payments. The old-age 

assistance program was amended in 1946, 1947 and 1948; the 

effect of each of these amendments was in the direction of 

liberalizing public assistance. 

However, the original intent of old-age assistance 

was to provide a temporary safety net for those who were 

already aged and in need but not covered by the insurance 

10. Ibid., p. 348. 

11. Washington News Bulletin, June 21, 1950, Senator 
Walter F. George's files, Record Group 43, National Archives, 
Washington, D.C. 

12. American Federation of Labor proceedings, 1950, 
p. 166, AFL Archives, Washington, D.C. 
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system from the start. This needs-based safety net was 

supposed to disappear as the more universal old-age insurance 

system took hold. But the relative growth of the two 

programs actually developed in such a way that old-age 

assistance monthly payments averaged $48 in 1949 while old-

age insurance benefit payments averaged only $24. Welfare 

programs were less palatable than a more incentive-based 

social insurance program. This development meant that those 

supporting higher old-age insurance benefits and universal 

coverage under the insurance program could point to the rela-

tive merits of the two approaches and argue for a reversal of 

the trend that occurred in the 1940s. Supporters also 

pointed out that with the aged population increasing, public 

assistance could be expected to continue to rise. 13 They 

neglected to point out that the burden of an aging population 

was merely being shifted from one government program to 

another. 

The Growth of Private Pensions 

A final development that occurred largely as the 

result of World War II was the growth of employer and union 

pensions. As a way to cap wage inflation during the war, the 

13. Report on Hearings before the Ways and Means 
Committee on the Old-Age and Survivors Insurance Revision 
Bill, File Folder "SS-OASI Misc. May, 1949," Senator Walter 
F. George's Files, Record Group 43, National Archives, 
Washington, D.C. 
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Stabilization Act of 1942 froze wages. At the same time, 

employer contr"ibutions to employee welfare and health 

programs "in a reasonable amount" were specifically exempted 

from the provisions of the Act. 14 With labor unions' hands 

tied with regard to wage increases, the notion of bargaining 

for better retirement pensions was more enticing. The labor 

unions took advantage of this development, and CIO-affiliated 

unions were especially effective in winning $100 per month 

pensions. For example, under the plans of Bethlehem Steel 

and Ford Motor Company, a worker was entitled to a monthly 

pension of $100 after a 25- or 30-year service record, and 

these plans were to be a combination of Social Security and 

employer pension plans. The evening before the Ford 

agreement was finally reached, Ernest Breech, Ford Executive 

Vice President, stated that the most satisfactory method of 

providing old age security was through federal legislation. 

Further, he said that existing benefits were inadequate and 

needed to be increased. This was the first time that any 

major industrial executive had ever publicly advocated 

14. William F. Perlik, "Pensions in Collective 
Bargaining," in the Yale Law Journal, March, 1950:683, File 
Folder "Special SS Files--Private Pension Plans," Senate 
Finance Committee, Record Group 43, National Archives, 
Washington, D.C. 
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increased Social Security benefits. 15 By 1950, major 

corporations such as Bethlehem, u.S. Steel, Kaiser Steel, 

Ford, International Harvester, Westinghouse, Goodrich, 

General Electric, American Cyanamid, Frigidaire and American 

Can had all adopted private pensions. In 1949, the death, 

accident, ~ickness benefits, annuities and saving plans cost 

the Standard Oil Company of New Jersey 15% of their total 

payrolls. 16 

There were three benefits that accrued to business 

and industry with private pension plans. First, during the 

war, many employers were faced with the problem of high labor 

turnover. They were willing to initiate fringe benefit plans 

in an attempt to keep their workforce intact and to attract 

additional employees. This concession to workers gave them 

new bargaining leverage, and in 1949 the national economy was 

disrupted by coal miner and steel worker strikes, a key issue 

being substantial increases in old-age pensions. 

15. Editorial which appeared in the October 1950 
issue of the United Automobile Worker, official publication 
of the UAW-CIO, File Folder "SS--Misc. (October, 1950)," 
Walter F. George's files, Record Group 43, National Archives, 
Washington, D.C. 

16. Er nest H. Hahne, "Economic Aspects of Pension 
Plans," from Proceedings of a National Pension Conference, 
National Association of Life Underwriters, April 20, 1950, 
File Folder "Special 5S Files--Private Pension Plans," Senate 
Finance Committee--SS (Income to Public Assistance), National 
Archives, Washington, D.C. 
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Corporations also used pensions as an income tax 

avoidance strategy. This was revealed in a letter from an 

attorney representing several labor unions to Walter F. 

George, Chair of the Senate Finance Committee, in which the 

attorney complained of abuses of the intent of Social 

Security by large corporations. 

The practice of the Bell System and other corpora
tions of deducting from their pension plans one-half 
of the Federal old-age retirement benefits takes 
advantage of the present state of the law whereby 
such private pension plans come within the tax 
exemption clauses of the Internal Revenue Code. At 
the same time, these pension plans secure to them
selves one-half of the Federal old-age retirement 
benefits that were intended for aged individuals and 
not for huge corporations. The public welfare is 
thus perverted into private gain by private 
corporations. 17 

A change in the income tax codes in 1942 stipulated that bona 

fide pension plan contributions were tax exempt. In addi-

tion, high excess profits tax during World War II led busi-

ness and industry to relax the control of costs, and renewed 

their interest in pensions in order to benefit from tax 

deductions available. It was estimated that under wartime 

tax rates, each dollar contributed by an employer for 

17. Letter to Senator Walter F. George from Henry 
Mayer, Attorney, dated February 1, 1949, File Folder, "SS
OASI Misc.," Senator George's Files, February 1949, Record 
Group 46, National Archives, Washington, D.C. 
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pensions cost the employer only 14.5 cents because the 

balance would have gone to the government in taxes. 18 

Finally, a conversation between Herschel Atkinson, an 

important Chamber of Commerce representative, and Senator 

Millikin of the Senate Finance Committee nicely summarizes 

another reason for capital's change of heart with regard to 

Social Security. Atkinson was explaining that his organiza-

tion favored broad coverage, higher benefits, and the use of 

private plans to supplement Social Security benefits but 

opposed an increase in the wage base to $3,600. Millikin 

replied: 

And of course, those companies that have 
the provision whereby their pension shall 
be reduced by the amount of the basic 
Federal pension--those companies, of 
course, are rooting and tooting for a 
better level of Government pensions? 

Atkinson: Yes. 

Millikin: Quite naturally and quite understandably. 

Atkinson: Yes; I think that those feelings are 
evident. 

18. DeWind, Federal Regulation of Pension Plans, in 
National Industrial Conference Board Studies in Personnel 
policy No. 67, Designing a Company Pension Plan 10 (1944), 
cited in Perlik, William R., "Pensions in Collective 
Bargaining," Yale Law Journal, March, 1950:686, File Folder 
"Special SS Files--Private Pension Plans," Senate Finance 
Committee, Record Group 43, National Archives, Washington, 
D.C. 
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Millikin: The system has gained some new and strange 
adherents in the last year or so.19 

For business and industry, the growth of private 

pensions meant that much of the vehement opposition to old-

age insurance increases that existed previously, had dissi-

pated by 1950. This is cited by O'Connor in The Fiscal 

Crisis of the State (1973) as evidence for monopoly capital's 

support for the expansion of old-age insurance benefits; when 

viewed in isolation, it may appear that way. However, there 

are two important ways in which his analysis is misleading. 

First, O'Connor's argument overlooks the overall 

context of change in the 1950s. There was very little 

momentum for an opposition movement with regard to Social 

Security. In other words, while a selective reading might 

lead one to conclude that monopoly capital was especially 

interested in expansion in the 1950s, a more comprehensive 

analysis reveals that monopoly capital was joined by many 

other groups in the push for expansion. The position of 

labor unions provides a good example. 

Labor unions, especially AFL unions, were instru-

mental in pressing for expansion of Social Security during 

this period. AFL unions were less swift in adopting company 

pensions as a top priority issue than were CIO unions, so 

they were more vocal in their support of expansion of Social 

19. Senate Finance Committee Hearing, "Social Security 
Revision," (81)S932-5, p. 1493-94. 
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Security during the debates over the 1950 Amendments. 20 

William Green, President of the AFL, testifying before the 

Senate Finance Committee in 1950, stated that 

The failure of Congress to act after the end of the 
war has created a vacuum in this field which there 
have been attempts to fill by other methods, some of 
them unsound and ill-advised. Today many unions in 
the American Federation of Labor are waiting to see 
what Congress does to revise the basic social
security structure. They cannot be restrained 
indefinitely.21 

Overall, union-won pensions were criticized in the 

1~40s and 1950s as limiting worker mobility from employer to 

employer. Non-unionized workers argued that union pensions 

diluted political pressure for pensions for all workers, 

perhaps lowering the interest in expanding Social Security. 

And in some ways, union-won gains backfired. For those 

workers who had won large pensions during the automobile and 

steel strikes, for example, an increase in federal old-age 

security actually narrowed the gains of their unions. The 

settlements provided for non-contributory pensions; that is, 

employers paid the entire amount. But the agreements usually 

required that employers pay only the difference between the 

guaranteed amount (e.g., $100) and any Social Security 

benefits. The non-contributory pensions meant that workers 

had no pension deductions from their pay. However, to 

20. American Federation of Labor Annual Meeting 
Proceedings, 1948, p. 236, AFL Archives, Washington, D.C. 

21. Senate Finance Committee Hearing, "Social Secur
ity Revision," (81)S932-5, p. 1360. 
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finance any increase in Social Security benefits, workers 

were required to pay higher payroll taxes. In other words, 

workers would be contributing to the government for exactly 

the same benefits which industry alone provided for in the 

past. 22 The advantage of these pensions was that they were 

not limited in amount; so depending on the strength of the 

union, they often yielded the highest pension benefits. 

Private insurance pensions, on the other hand, had the 

distinct advantage of not limiting worker mobility between 

employers but the amount of pension benefit received was 

fixed. Of course the disadvantage to private pensions, then, 

was their susceptibility to inflation erosion. 

The entrenchment of the Social Security system was 

not surprising in light of this debate over employer pensions 

versus private insurance. In many ways, a universal social 

insurance program yielded answers to both problems. That is, 

workers could move from job to job, and if universal coverage 

were in place, they would not lose their pension rights. 

Since the program was primarily a political organization and 

not an economic one, fiscal restraint was less evident and 

benefits could rise as they were eroded by inflation. 

Business and industry no longer opposed such expansion. What 

22. William R. Perlik, "Pensions in Collective 
Bargaining," in the Yale Law Journal, March, 1950:713, File 
Folder, "Special SS Files--Private Pension Plans," Senate 
Finance Committee, Record Group 43, National Archives, 
Washington, D.C. 
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occurred, however, was that Social Security adopted the most 

expensive aspects of both union and private pension plans--

protection against inflation and universal coverage. These 

were major factors propelling the system toward economic 

crisis in later years. 

The key point here is that business and industry were 

not alone in their new found interest in the expansion of 

Social Security. Labor unions joined representatives of 

capital, excluded workers, the SSA and current beneficiaries 

in lobbying for the expansion of Social Security. It was not 

merely at the hands of capital that expansion was enacted. 

At any rate, the slowness with which business and industry 

embraced the Social Security program can hardly be cited as 

evidence of corporate liberal planning. 

A second problem with O'Connor's argument is that it 

misrepresents the general tone of capital's position re-

garding Soci'al Security. Martha Derthick classifies this 

position as one of "conservative resistance" (1979:132). For 

example, General Motors and the United Auto Workers reached 

an agreement in 1950 that contained a provision whereby if 

Social Security increased, pensions for General Motors 

employees would go up correspondingly. A letter from the 

Ohio Chamber of Commerce explained that 

Thus, General Motors certainly is out of the classi
fication of corporations which it might otherwise be 
assumed would welcome an increase in the OASI benefit 



amount as a means of immediately relieving the corpo
ration of some costs ... like industrial executives 
generally throughout the United States, GMC officials 
are gravely concerned with the fiscal problems ahead 
for the Government, corporations and workers in meet
ing the eventual liabilities of the Social Security 
program now in the process of revision. 23 
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Business and industry remained concerned about the overall 

costs of the Social Security program. 

In summary, opportunities in industrial plants in 

Northern states, inflation and the growth of private pension 

plans all set the stage for the early 1950s legislation. 

Excluded groups of workers who had worked in covered employ-

ment during WW II, Southern legislators and individual states 

with burdensome assistance payments, private employers who 

witnessed rising pension costs, and labor unions now turned 

to the SSA and Congress for relief. 

Programmatic Developments and their 
Impact on the Environment 

By 1950, Social Security had been in existence for 15 

years, taxes had been paid for 13 years, and benefits had 

been paid for 10 years. Many people who retired in the late 

1940s and early 1950s were in their prime earning years 

during the Depression, and had alr~ady used their savings, or 

were unable to save for retirement. Workers who had been 

23. Letter to Senator Walter F. George from Herschel 
C. Atkinson, Executive V. P. of the Ohio Chamber of Commerce, 
File Folder "OASI Misc., June, 1950," Senate Finance Commit
tee, Record Group 43, National Archives, Washington, D.C. 
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employed in covered jobs were becoming increasingly invested 

in seeing the system maintained and expanded. Many request

ing larger benefits cited the millions of dollars going to 

help foreign countries rebuild and fend off communism. By 

1950, many published sources had revealed that the costs of 

Social Security were passed on to the general public in the 

guise of higher prices, and to workers in the form of lower 

wages. This meant that individuals and groups not yet 

covered by Social Security complained that they were contri

buting indirectly to system costs without earning their due 

benefits. 

Another key programmatic development relates to the 

origins or start-up phase of the system. For the first 15 

years of the program, the actuarial balance was such that 

taxes paid in were much greater than benefits paid out. This 

was a result of three factors. First, a relatively large 

number of workers were paying in, compared to those who had 

worked enough years in covered employment to gain benefits. 

Second, for those benefits paid out, payments did not 

increase for the first ten years of the program. Third, the 

near full-employment brought about by WW II meant that more 

workers were paying taxes and fewer individuals were 

collecting retirement benefits. The effect of these three 

factors was that by 1950 a trust fund of approximately $10 

billion had accumulated and was invested in government 
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bonds. 24 As suggested earlier, the reserve, under the 

control of the Secretary of the Treasury, had been a major 

point of contention in the 1930s; its growth in the 1940s 

meant that an increase in benefits became more acceptable. 

For business and industry, the prospect of greater pension 

payments going to consumers was more acceptable than the 

federal government piling up massive reserves. For 

Congressional representatives, the existence of a large 

reserve was a politician's dream. It made it possible to 

raise benefits without a corresponding increase in taxes. 

There was also a great deal of discussion prior to 

the 1950 Amendments to the effect that a large reserve meant 

the public was paying possibly three times for their Social 

Security benefits. First, covered workers paid a payroll tax 

which went into the trust fund. But given that this money 

was not set aside from general revenues, the federal 

government could borrow from the trust funds and sell bonds 

to the public to replace the funds. Marjorie Shearon, a 

vocal critic of Social Security, complained that "The OASI 

Trust Fund has been raided . . Trust Fund reserves have 

24. Report of the Secretary of the Treasury for 
1950, p. 19, cited in Marjorie Shearon's testimony before 
House Ways and Means Committee, File Folder "SS-OASI Misc. 
(May, 1949)," Senator Walter F. George's files, Record Group 
46, National Archives, Washington, D.C. 
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been siphoned off and IOU's substituted."25 These bonds 

constituted the second time the American public was financing 

a wasteful government. Finally, if an individual wanted to 

sell their bonds back to the government, the government would 

be forced to borrow yet a third time--from who else but the 

American taxpayer. 

The developments brought about by World War II, coup-

led with these programmatic developments, stimulated interest 

in Social Security. The problem of moving from covered to 

uncovered employment, the passing on of costs to the entire 

population, the investment of those who had paid in, an early 

actuarial imbalance, and the siphoning off of trust fund 

monies all lead to pressures to expand the program. It was 

not only that there was pressure to expand but the overall 

economic climate was conducive to such growth. As noted 

earlier, this favorable economic climate was a key factor 

that allowed both Social Security and military expenditures 

to increase. And given that the Social Security program was 

immature, by bringing in more workers, trust funds were 

bolstered without drastically increasing immediate expendi-

tures or taxes. It was a rare and wonderful opportunity for 

congress--the ability to increase benefits substantially, 

broaden coverage, and yet only increase taxes by 1/2%. 

25. Congressional Record, April 14, 1949, pp. A. 
2411-2415, testimony on H.R. 2892 and 2893, 81st Congress, 
1st Session before the House Ways and Means Committee. 
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It had been the position of Altmeyer and the Social 

Security Administration that benefit increases should always 

be accompanied by tax increases in order to make the public 

aware of the crucial link between the two. It was also 

believed that this would make it easier for Congress to 

initiate ta~ increases with every increase in benefits. But 

in 1950, with so much money in reserve, the idea of increas

ing this "temptation to government extravagance" by raising 

the tax rates was an unpopular option. At any rate, because 

of broadened coverage, nearly full employment and a rela

tively young population, the trust fund continued to grow. 

The strength of the trust funds throughout the 1950s and 

1960s can only be viewed as yet another factor that increased 

confidence in the system and allowed for the bold new addi

tions of disability (1956) and hospital (1965) insurance. 

What we begin to see with regard to Social Security 

legislation in the 1950s was a multitude of groups speaking 

in favor of expansion with a unified voice--business, 

industry, labor, the Social Security Administration, and even 

other federal government departments like the Treasury 

Department. Certainly groups such as agricultural and 

domestic workers, if they were inclined to register their 
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support or opposition at all,26 would benefit from inclusion 

under the program at this stage. And while agricultural and 

domestic workers were by and large unorganized groups, black 

organizations such as the NAACP stated their support for this 

extension. 27 

In terms of broadening coverage, the strategy used 

throughout the history of the legislation was, first, to 

bring in those groups that desired coverage. Coverage was 

not coercive, and by making benefits more attractive while 

simultaneously proposing broader coverage, the benefits of 

inclusion for many groups overshadowed the costs. For groups 

that remained wary, the offer was sweetened even more. The 

self-employed provide an interesting example of this. 

Originally, the Social Security Administration pro-

posed including the self-employed at twice the tax rate of 

other workers, the rationale being that they should cover 

both the employee and employer contributions of regularly 

employed individuals. Many of the self-employed registered 

their protest, citing the heavy burden that would be imposed 

26. Many Congressional members noted that they 
received very minimal feedback from farmers and agricultural 
or domestic workers regarding their position on inclusion 
under Social Security. 

27. Report on Hearings before the Ways and Means 
Committee on the Old-Age and Survivors Insurance Revision 
Bill, File Folder "SS-OASI Misc. (May, 1949)," Walter F. 
George's Files, Record Group 43, National Archives, Wash
ington, D.C., and Social Security Revision, (81) S932-5, 
Clarence Mitchell of NAACP, p. 1928. 
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which would effect their competitiveness. In the 1950 

Amendments, as a "bribe to entice the self-employed into the 

System",28 a bill introduced in the House lowered the tax 

rate for self-employed to 1-1/2 times the employee tax rate. 

The Social Security Administration justified this move by 

citing the .fact that the self-employed typically retire at a 

relatively later age, meaning that they were expected to draw 

benefits for a shorter period of time than a typical wage 

earner. 

The insurance industry was another group that was 

divided over Social Security in the early years. But by the 

1950s, even their voices rang in harmony. In 1950, repre-

sentatives of the industry testified before Congress that 

there had been an increase in their business as a result of 

the Social Security Act. 29 They now favored broad coverage, 

with subsistence level benefits and a low wage base for 

collecting taxes. In addition, they opposed lump-sum death 

benefits that were to be paid to survivors of a Social 

Security beneficiary. 

28. Newsletter, American Medicine and the Political 
Scene, testimony of Majorie Shearon before House Ways and 
Means Committee, File Folder, "SS--OASI Misc. (May, 1949)," 
Senator Walter F. George's files, Record Group 46, National 
Archives, Washington, D.C. 

29. 
2411-2415. 

congressional Record, April 14, 1949, pp. A. 
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With broad coverage, adverse selection would be less 

likely for those covered by private plans. In other words, 

those worst off in our society (both physically and 

economically) and therefore at highest risk, would at least 

be covered by the government plan, and would be less of a 

burden on private insurers. With low benefit levels, not 

only was the public sensitized to the advantages of insurance 

coverage, but the inadequacy of these benefits was used as a 

selling feature for more adequate private plans. An insur-

ance industry representative testified before the House Ways 

and Means Committee that Social Security had given them an 

"approach to people" and drew an analogy to what had occurred 

after World War I: 

. we had every veteran coming out of the service 
with Government life insurance for $10,000. We held 
meetings, looked down our noses and thought, "There 
she goes, the life insurance business is all out." 
As a matter of fact, that is the one thing that has 
ever happened that made life insurance big, because 
all of the people to whom we had been selling $1,000 
of insurance, and having a lot of trouble at that, 
they found that the Government was telling them, "You 
have got to have $10,000." So, when they got back, 
they remembered that, and they told their father and 
their uncle and everybody else, and if the kid had 
$10,000 of insurance~ Dad could not go along with 
only $1,000, could he?jO 

30. House Committee on Ways and Means, 
gress, Vol. 1119, 1946, Judd C. Benson, Chairman, 
Laws and Legislation, National Association 
Underwriters, p. 439. 

79th Con
Federal 

of Li fe 
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Almost all private insurance salespeople used Social Security 

as a base from which to sell private insurance. 31 It is 

noteworthy that the industry was especially protective of a 

low wage base (i.e., they favored $3,000 per year instead of 

$3,600) because the higher the income taxed by Social 

Security, the less excess cash those groups would have to 

purchase private insurance. The industry also felt that 

lump-sum benefits to survivors infringed upon an insurance 

option that was rightly theirs to offer. 32 

Finally, there is evidence that the federal Treasury 

had a growing interest in seeing Social Security benefits 

increase. Several veterans' organizations predicated their 

opposition to a veterans' pension (which would be paid by the 

Federal government, not by a payroll tax on employers and 

employees) upon enactment of a general extension of OASI 

coverage. 33 In other words, instead of the federal 

31. House Committee on Ways and Means, 79th Con
gress, Vol. 1119, 1946, Judd C. Benson, Chairman, Federal Law 
and Legislation, National Association of Life Underwriters, 
p. 434. 

32. Report on Hearings before the Ways and Means 
Committee on the Old-Age and Survivors Insurance Revision 
Bill, File Folder "SS-OASI Misc. (May, 1949)," Senator Walter 
F. George's Files, Record Group 43, National Archives, 
Washington, D.C. 

33. Report on Hearings before the Ways and Means 
Committee on the Old-Age and Survivors Insurance Revision 
Bill, File Folder "SS-OASI Misc. (May, 1949)," Senator Walter 
F. George's Files, Record Group 43, National Archives, 
Washington, D.C. 
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government having to find independent sources of revenue, 

they could dip into the existing trust fund to pay veterans. 

For politicians concerned about the impact of large deficits 

on the public's perceptions of their relative success or 

failure in office, this was obviously the preferrable route 

to pursue. This particular example reveals how intra-state 

organizations such as the Treasury Department also developed 

an interest in Social Security expansion. 

The program became more accepted and more trusted by 

the public, partially because as time elapsed, the impact of 

Sd~ial Security was deemed reasonable, and partially because 

payoffs in the early years were much higher than taxes paid 

in. Indeed, the first person to retire under the system 

began drawing benefits January 1, 1940 after paying a mere 

$22.54 in payroll taxes. When she died in 1975, she had 

drawn $21,000 in benefits (Kearl, 1982). This public accept

ance meant that for Congress, Social Security was less of a 

political hot potato and encouraged them to make changes 

suggested by the SSA that, in effect, made the package a much 

more attractive one than provided for originally. 

It was not as though all groups whole-heartedly 

embraced the system. There were individuals and groups that 

wanted the entire program replaced with an alternative (e.g., 

the Townsendites). However, opposition was muffled by the 

increasing monopolization of debates by the SSA. A critic of 
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the program complained to the Chair of the senate Finance 

Committee that 

It must be remembered, however, that the Advisory 
Council [of 1947-48] had at its disposal only those 
facts concerning the social security program which 
Dr. Altmeyer chose to make available to it. Only Dr. 
Altmeyer was permitted to appear personally before 
the Advisory Council. Moreover, the technical staff 
of the Advisory Council consisted of persons who both 
shared ·Dr. Altmeyer's point of view and were more or 
less under his control; the head of the staff, for 
example, while not then employed by the Social Sec
urity Administration, was on leave from a research 
group in which Dr. Altmeyer had a controlling voice. 
Various employees and ex-employees of the Social 
Security Administration, who were in possession of 
the full facts of the matter and who, on the basis of 
these full facts, disagreed with Dr. Altmeyer were 
unable to present their views personally either to 
the Advisory Councilor to the Congressional 
Committees. 34 

Altmeyer was given four-days for testimony while opponents 

were given as little as twenty minutes. It was also reported 

that Altmeyer gave confidential wage data to John L. Lewis, 

President of the CIO.35 

There were individuals and organizations that opposed 

inclusion under Social Security (e.g., teachers, firefight-

ers, federal, state, and local gover·nment employees). 

Whether or not groups wanted coverage under Social Security 

34. Letter to Senator Walter F. George from George 
E. Immerwahr, dated April 24, 1950, File Folder "Senate 
Finance Committeee--SS (April, 1950)," Walter F. George's 
files, Record Group 43, National Archives, Washington, D.C. 

35. Telegram to Walter F. George from Ralph H. Loe, 
dated January 31, 1950, File Folder "SS-OASI Misc. (Dec. 
1949)," Senator George's files, Record Group 43, National 
Archives, Washington, D.C. 
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depended mostly on the relative generosity of their own 

pension plans when compared to Social Security. Some were 

professionals (e.g., physicians, accountants and lawyers), 

who claimed that they very often did not retire at age 65, 

and the pension offered by Social Security "would offer them 

very little inducement to do so."36 

Congress was careful not to alienate these groups and 

shaped the 1950 Amendments to exclude coverage for those 

groups opposing it. There was a bifurcation of support among 

these groups, with lower or middle income earners supporting 

inclusion. Those better off had the financial resources to 

provide for their own retirement. At this point the Social 

Security program could not compete in terms' of benefit 

levels. The politically correct response to this difference 

of opinion was to allow coverage, not requir~ it, and to 

leave the decision up to local groups. The 1950 Amendments 

tailored the program in such a fashion. 

The 1950 Amendments were passed on August 28th, with 

a vote of 81 to 2 in the Senate (the two were Republicans), 

and involved the most significant expansion of old-age 

insurance coverage in the entire history of the program. 

Benefits were increased 77% and were constructed in such a 

36. Letter to Representative Farrington, from H. E. 
Crawford, M.D., President of the Hawaii Territorial Medical 
Association, dated December 15, 1949, File Folder "Committee 
Attention," Senate Finance Committee--SS (General; A-B), 
Record Group 43, National Archives, Washington, D.C. 
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way as to lighten the load on old-age assistance. Benefit 

increases ranged from 50% for the highest benefit groups to 

150% for the lowest. Compulsory coverage was extended to the 

non-farm self-employed (except for certain professional 

groups such as doctors, lawyers and accountants), and to 

regularly employed domestic and farm workers. Optional 

coverage for employees of state and local governments and 

nonprofit organizations was authorized. 

Prior to these Amendments, approximately 35,000,000 

workers were covered; the new legislation added about 

10,000,000 more. Eligibility requirements for workers to 

receive benefits were greatly liberalized. Whereas under the 

old law, in most cases, 10 years in covered employment were 

required, under the 1950 law, all workers over the age of 61 

could acquire insured status with as little as 18 months in 

covered employment. The tax rate was allowed to rise from 1% 

to 1-1/2% in 1950. Finally, earnings of beneficiaries had 

previously been limited to $14.99 per month; in 1950 this 

earnings test was increased to $50.00, with no limitation 

after age 75. The wage base was to be raised to $3,600 in 

1951, a minor defeat for insurance companies. 

The 1950 Amendments illustrate the tactic of tying 

very controversial new programs to the expansion of the 

regular insurance program. Disability insurance provides a 

wonderful example of both the greater autonomy of the SSA 
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from powerful interests and also the dynamic in which 

outcomes at one point become causes at another point. In 

view of these concerns, it is interesting to understand how 

disability insurance was linked to the regular program. 

Roosevelt, the CES, and early SSB desired disability 

insurance from the very beginnings of the Social Security 

program. But given that the program was new and still 

controversial, pursuit of it was put on hold until the basic 

program was instituted (Derthick, 1979:296). The early SSB 

began recommending disability insurance to Congress in the 

early 1940s, but throughout the 1940s, it remained problem

atic in terms of getting it through Congress. The House bill 

in 1949 that included other major changes also included 

provision of benefits to workers permanently and totally 

disabled before reaching retirement age. The final bill that 

passed in the Senate, however, removed these disability 

provisions. Senator Walter F. George, a Democrat from 

Georgia and Chair of the Senate Finance Committee, Robert A. 

Taft (R-Ohio) and Eugene Millikin (R-Colorado), ranking GOP 

members, succeeded in eliminating the House proposal for 

disability insurance in the final 1950 Amendments. 

The u.S. Chamber of Commerce, private insurance com

panies, and the AMA were the main groups opposing disability 

insurance. The Chamber of Commerce was particularly con-

cerned with the unforeseen costs of the disability provisions 
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and private insurers had had a particularly bad experience 

with disability insurance during the Depression. The rate of 

disability climbed sharply with widespread unemployment 

during the 1930s. The insurance industry argued that costs 

were unpredictable, insurance discouraged rehabilitation, 

deceit was, common, and administration required a great deal 

of discretion which, of course, could be abused. 37 

Those in the medical profession argued that age and 

dependency were objective conditions but this was not so with 

disability. Therefore, the subjective control exercised by 

the patient or doctor encouraged malingering. Further, the 

AMA expressed concern that this would discourage rehabilita-

tion of the disabled. Disability insurance was labeled as 

one step towards socialized medicine. 38 

The SSA was joined in the fight for disability 

insurance by AFL-CIO unions. Union representatives argued 

that disability could wipe out a life's savings in a short 

period, which would eventually mean an increased burden on 

welfare or public assistance. They argued that it was 

administratively feasible, and that the negative experience 

37. Report on Hearings before the Ways and Means 
Committee on the Old-Age and Survivors Insurance Revision 
Bill, File Folder "SS-OASI Misc. (May, 1949)," Senator Walter 
F. George's files, Record Group 43, National Archives, 
Washington, D.C. 

38. Senate Finance Committee Hearing, "Social Secur
ity Revision," (8l)S932-5, Dr. R. L. Sensenich, representing 
AMA, p. 1314. 
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Labor 

representatives explained that many of the private insurers 

tied their disability insurance to ordinary life policies in 

an effort to boost sales of the latter. This led to careless 

administration of the disability aspects. When private 

insurers tried to tighten up on disability insurance, they 

ran into adverse selection. 39 

In the early 1950s, in comparison with discussions 

regarding the by-now comfortable old-age insurance, this new 

program polarized the debates. To overcome legislative 

opposition, the Social Security Administration pursued a 

policy linking disability to the regular insurance program; 

supporters of disability coverage won a minor, and hardly 

noticeable victory in the 1950 Amendments. Benefits for the 

needy disabled were provided through federal grants to 

individual states. The conservative opposition viewed this 

as a compromise; their intention was that assistance should 

have been a substitute for insurance. It seemed as though it 

was a minor compromise--it gave an inch. 

But bureaucracies abhor a vacuum, and the way we need 

to conceptualize these seemingly minor concessions is as a 

giant leap from no provisions to some. Once advocates have 

some, it is merely a matter of time before expansionary 

forces take hold. Further, given the other broad changes 

39. Ibid. 
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brought about by this legislation, inclusion of this rela-

tively obscure component did not attract much attention. In 

the context of major legislative amendments, legislative 

watchdogs were lax in their review of what appeared to be 

minor bones of contention. In the concern over expanding 

benefits an~ coverage, a minor concession to needy, disabled 

persons seemed insignificant. Once those opposing disability 

insurance had compromised on this particular point, they felt 

the issue was closed, and hence turned their attentions 

elsewhere. 

But these events set the stage for actors to group 

together, organize political and economic resources, collect 

information, garner support from outsiders, nurture con

stituents, and lobby for more. SSA executives viewed the 

assistance provisions as complementary to insurance pro

visions, like old-age assistance and old-age insurance. 

Having achieved their top priority in 1950 of expanding 

coverage, the SSA set to work on moving disability from 

assistance to insurance. Disability insurance began as a 

needs-based program, was later extended to all disabled over 

the age of 50, and finally, all disabled individuals and 

their dependents were covered under the insurance provisions. 

Further, it is a truism that opposition politics 

command more attention, both from representatives and the 

public, than does support for already won gains. This is 
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partially because the public and other groups lobby Congress 

more when they are against something than when they advocate 

something. 40 The political movement surrounding the abortion 

debate provides a good contemporary example. Since Roe v. 

Wade in 1973, the pro-life proponents have had to be much 

more politically active and vocal in their opposition to the 

Supreme Court's decision. This has meant relatively more 

media coverage than that given to supporters of abortion 

rights. The relative quiet and complacency of the pro-choice 

side comes from being the group whose opinions currently 

rule. Those who remember the battle for abortion rights 

worry that the younger generation will become too complacent. 

Kate Michaelman, executive director of the National Abortion 

Rights Action League which emerged in 1969, is concerned 

about this issue. liMen and women under 30 have no memory, no 

collective awareness of the savagery of illegal abortion. 

It's a great concern. We've got to educate them about what 

it was like: 41 However, while those out of power may command 

more attention, the probability of success for these opposi-

tion movements is low. Terry Moe addresses the reasons for 

legislative stalemate. "Groups seeking positive governmental 

40. Social Security Revision, (8l}S932-5, Senator 
Myers, p. 1371. 

41. Quoted in Hendrix, Kathleen, "Measuring the 
'Mystique' at 25," Los Angeles Times, February 9, 1988, p. 4. 
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action [i.e., change] need to put together multiple majori

ties. They need to win many times over in various political 

areas. But groups blocking legislation [i.e., supporting the 

status quo] need win only once" (1988:240). Moe asserts that 

the opportunity costs of prolonged battles discourages major 

legislative shifts, and that it is only in the case of the 

historically rare alignment of political pressures, that 

major legislative shifts occur. It is as though those in the 

political arena perceive the futility of banging their 

collective heads against the wall, and choose more fruitful 

action. 

This description certainly appears to fit the events 

surrounding Social Security disability insurance. Disability 

insurance was desired ~y program bureaucrats from the begin

ning. They were able to sustain their energy and interest in 

the long-term, and utilized incremental expansion that linked 

new policies to previous programs. However, those blocking 

the legislation mobilized and maintained their stance from 

1935 until 1950, an indication that they had to win many more 

times than "once". And given the relatively short tenure of 

most Congressional representatives, their orientation toward 

the long-term as well as their memory of past precedents and 

the reasoning employed were dimmed. This gave the SSA a 

political advantage. 
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It is through this mechanism that we can understand 

why the state bureaucracy had more more autonomy from active, 

powerful interests during this period. In many ways, poli-

tical energy and resources for any individual or group are 

zero-sum. In other words, there are opportunity costs 

involved in pursuing some policies; the cost is ignoring 

others. For example, legislators and interest groups have a 

broad agenda of items to consider, and limited staff and 

other resources with which to consider these issues, there-

fore they choose to pursue policies that have the greatest 

chances of success. But the SSA has a narrower range of 

policies that they pursue, meaning that over the long-term, 

their persistence in pursuing these issues is more likely and 

therefore their interests are more likely to prevail over the 

long run. It is also through incrementalism that the 

opposition can be coopted. Martha Derthick summarizes this 

dynamic for the opposition surrounding disability insurance. 

Perhaps a better explanation for the failure of 
business groups to sustain the intensity of their 
opposition is that crowding of the policy agenda 
compelled them to overlook much that they might have 
wished to attend to. Besides being incremental, the 
bits and pieces of disability legislation that passed 
after 1956 were not isolated. They were invariably 
part of a large and complicated legislative bundle 
for social security, which was itself just one part 
of a long agenda of domestic legislation. Pressure 
groups with limited resources have to choose their 
targets from a large universe. . The AMA feared 
that the disability program would be the federal 
government's first step in controlling medical prac
tice. In fact it hardly disturbed the nation's 
doctors, the AMA calmed down, and the issue lost the 



200 

intense symbolism that had been imparted by the AMA'S 
earlier cry of "socialized medicine." (1979:311-12) 

So while the SSA had more autonomy from powerful interest 

groups during the period of expansion than at any other time, 

we again see that in the long run, the program did not pose a 

threat to powerful groups because it accommodated their 

concerns and interests. This ensured the program's long-term 

political success. 

In 1950, the Social Security Administration had won a 

major victory in expansion of coverage and an increase in 

benefits, but it is also true that winning disability assis-

tance was a major victory. By setting a precedent for any 

sort of aid for the disabled, the stage had been set for 

later expansion in the disability program. One of the 

purposes of political organizations is to ensure that its 

constituents and supporters don't become complacent about 

gains already won or goals to be worked towards. In many 

ways, this was the SSA's overriding preoccupation. Further, 

with both a needs-based and insurance component, new measures 

can in effect, be brought in through the back door. This is 

essentially what occurred with regard to disability insur-

ance. Over time; the imbalance between assistance and 

insurance was cited by supporters as reason for a shift in 

emphasis, thereby attaining what they desired from the very 

beginning. 
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In general, most groups were pleased with the 1950 

legislation, and for Congress, the opportunity to increase 

benefits without simultaneously increasing taxes was as 

attractive as it was historically rare. There were more 

radical groups on each side that argued the program had 

either gone too far, or not far enough. For example, these 

amendments were a major defeat for alternative programs, such 

as the Townsend Plan. With the passage of the Amendments, 

the Social Security bureaucracy clearly prevailed over the 

Townsendites. others argued that more massive domestic 

expenditures would undermine military expenditures. Those 

groups on the other end of the continuum, like the radical 

CIO-affiliated unions that whole-heartedly supported expan

sion, argued that the wage base was too low, full disability 

benefits should be restored, and even more groups should be 

covered. Later amendments in the 1950s and 1960s would do 

much to appease the proponents of expansion. 

The election of 1952 brought the first Republican 

President since Herbert Hoover was elected in 1928. This 

political shift was the result of several factors. One issue 

was that women were repeatedly disappointed with the Demo

cratic party because of the intransigence of the Southern 

contingent. Large numbers of women voted for Eisenhower, and 

they were especially likely to welcome his implied promise to 

bring the boys back from Korea, and his promise to check high 
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prices. 42 McCarthy's attacks of communism in government were 

primarily directed at liberal Democrats, and turned even more 

voters toward support for Eisenhower. On the other hand, 

Eisenhower's victory could in some ways be attributed to the 

successes of the Democratic party between 1932 and 1952. In 

the 1950s, in the context of unprecedented prosper i ty, many 

Americans had moved into the middle class. For these indi-

viduals, "the danger of depression and economic insecurity 

seemed remote. Ins tead, income t axes and inflation which 

devoured a large portion of the economic gains of the 

postwar period loomed as the immediate threat to their 

economic welfare.,,43 But Social Security was no longer the 

favorite child of just the Democrats. 

Through 20 years of defeat G.O.P. managers had become 
educated to the fact that the American people as a 
whole accepted economic legislation as a normal 
aspect of the functioning of the American economy. 
Candidate Dwight D. Eisenhower promised to maintain 
the gains of the New Deal, assuring the nation that 
it would enjoy tax reduction and the halting of 
inflation besides. 44 

Ike would not wreck Social Security's progress, and through-

out his term in office, he worked with Congress to extend 

coverage to an additional 10 million Americans. Indeed, the 

42. Hammond, Mary K., "The 1952 Election," Current 
History, January 1953, Vol. 24, No. 137, p. 26-31. 

43. Grabner, Norman A., "The Changing Nature of the 
Democratic party," Current History, August, 1956, Vol. 31, 
No. 180, p. 71. 

44. Ibid., p. 71. 
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1952 election in many ways clinched the non-partisan nature 

of the program; every Republican candidate since Landon had 

endorsed it. 45 

Eisenhower's message was that "Banishing of desti-

tution and cushioning the shock of personal disaster on the 

ip.dividual are proper concerns of all levels of government, 

including the federal government."46 The gains made by 

Social Security during this Republican administration were 

significant. In Congress, normal party-line distinctions 

were blurred in creating Social Security legislation, making 

consensus and expansion more likely. 

The 1952 Amendments again increased benefits, while 

in 1954, coverage was made almost universal, with the excep-

tion of federal government employees. Provisions were made 

for a disability "freeze," which meant that old-age benefit 

rights were not impaired during periods of total disability. 

This was a second, seemingly minor step toward disability 

insurance. 

After years of debate, disability insurance was 

finally included as an insurable risk under Social Security 

in 1956. Benefits were payable at age 50. After only six 

45. Victor L. Albjerg, "Political Realignments," 
Current History, October, 1952, Vol. 23, No. 134m 0, 239-245. 

46. January 1954 message, quoted in Graebner, Norman 
A., "Eisenhower's Popular Leadership," Current History, July, 
1960, Vol. 39, No. 227, p. 232. 
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years, disability coverage had moved from welfare-tainted 

assistance to the more honorable insurance. Another impor

tant liberalization in Social Security occurred in 1956, and 

that was the payment of reduced retirement benefits for women 

at the age of 62. The reasoning was that most women were 

younger than their husbands, and in order to be equitable, 

women should have the option of reduced benefits at an 

earlier age. Of course, this opened the door as precedent, 

for men to claim reduced benefits at age 62, as the 1961 

Amendments did. 

The 1958 Amendments increased old-age benefits, 

raised the wage base, increased the tax rate, and gave 

benefits to dependents of disability insuraQce beneficiaries. 

The eligibility standard for disability insurance was also 

liberalized, so that less time in the active labor force was 

required for eligibility. (The original requirement was that 

six quarters of employment out of the preceding thirteen 

calendar quarters was required to attain eligibility; this 

was dropped in 1958). 

A 1959 Current History article proclaimed that "Not 

even the conservatives who fiercely opposed social security 

would now think of abolishing it." The Eisenhower Admini

stration indeed boasted of its achievements in this field. 

Increases in benefits and rates were made with a minimum of 
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opposition. 47 Never before had a national political party 

been forced to operate so completely' outside its philoso-

phical boundaries. 

By the early 1960s, inflation was no longer the 

threat it had been during the 1950s, but other problems 

arose. Sputnik, mounting racial tensions, and a sluggish 

economy were of great concern. The Social Security program 

expanded nevertheless. The 1960 Amendments eliminated the 

age limitation of fifty for monthly disability benefits. And 

the 1964 Johnson-Goldwater contest showed just how sacred 

Social Security had become. Johnson promised a "War on 

Poverty" and a "Great Society," while conservative opponent 

Barry Goldwater suggested putting the Social Security system 

on a voluntary basis. The media, rival Republican candi-

dates, and the Democrats all cited this as 

. a symbol of Goldwater's radical conservatism. 
As such, it figured conspicuously in the campaign. 
T. H. White, the chronicler of presidential cam
paigns, reported, "Out of the vast mass of his many 
statements and speeches, [the Democrats] chose to 
hook and hang him on one issue: Social Security. 
(Derthick, 1979:187) 

The next priority on the list of the Social Security 

Administration was health insurance for the elderly. In 

1935, "Unwilling to risk the entire Social Security Act by 

including health insurance, both Roosevelt and the Committee 

47. Starr, Mark, "Union Welfare Funds," Current 
History, June 1959, Vol. 36, No. 214, p. 338. 
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on Economic Security agreed to avoid the subject until 

Congress had enacted the bill."48 Opposition to a national 

health insurance program had grown out of the medical pro-

fession's concern that the greater the degree of government 

involvement, the less would remain of individual physician's 

discretion, freedom, and/or status. 49 

The momentum for hospital insurance had been building 

for years, as increasingly effective and highly technological 

health services resulted in increased cost and increased 

demand. The positive experience with disability insurance 

(i.e., benefit levels were reasonable, and the trust fund was 

sound), served as a precedent, and lowered the AMA's resis-

tance to hospital insurance. President Johnson strongly 

supported health insurance for the elderly, and stated that 

"Health insurance for our senior citizens is the most 

important health proposal pending before the Congress. We 

urgently need this legislation--and we need it now."50 By 

1963, it was pointed out that the reserve fund had once again 

crept up to approximately $18 billion. In 1965, hospital 

insurance for the elderly became law. Old-age benefits were 

also increased, as were the tax rate and wage base. 

48. Lubove,Roy, "The New Deal and National Health," 
August, 1963, Vol. 45, No. 264, p. 82. 

49. Ibid., p. 77. 

50. Cohen, Wilbur J., "Medical Care for the Aged," 
August, 1963, Vol. 45, No. 264, p. 119. 
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Amendments in 1968 and 1969 increased benefits again. 

Primarily because of favorable employment conditions and low 

dependency ratios, the Social Security trust funds grew to be 

a larger and larger proportion of the federal budget. Prior 

to fiscal year 1969 there were three budgets--the admini-

strative, consolidated cash, and national income accounts. 

In 1967 Johnson appointed a President's Commission on Budget 

Concepts, which recommended that a unified budget be utilized 

which overlooked any surplus or deficit calculated for the 

administrative budget. 51 Because of this change, the 1969 

Federal budget showed a "surplus" only because of the sizable 

excess in the Social Security trust funds. Some argued that 

Johnson made the shift to cover the large Vietnam wartime 

deficit. 

The late 1960s signalled the final stages of a 

comprehensive Social Security plan. There were few frontiers 

left to conquer, either in terms of clientele or philosophy. 

The organization had expanded to its limits, with few 

exceptions. 

Discussion and Assessment of the 
Theoretical Frameworks 

The developments that occurred during the 1950s and 

60s are interesting in relation to the theoretical frameworks 

51. Report of the President's Commission on Budget 
Concepts, October, 1967. 
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applied to Social Security. I will discuss the ways in which 

pluralist, neo-Marxist, and neo-Weberian arguments are 

misleading in terms of accounting for political power and 

efficacy. Following this, I will argue that an analysis that 

focuses on organizational dynamics yields the most consis

tently accurate understanding of these legislative processes. 

It is at the level of organizations that most of the politi

cal action is occurring, and by following political action 

over time, we gain a clearer picture of legislative change. 

The pluralists convey an inaccurate picture by imply

ing that self-regulating systems of competing, countervailing 

interests exist in the political arena. However, what we see 

with an entrenched Social Security bureaucracy is that few 

groups opposed expansion of the program. True, there were 

opponents of the various pieces of legislation. Some 

critics, such as the AMA and insurance companies, could 

definitely be classified as initially opposing the changes 

that occurred. In terms of the political organization of the 

AMA, the archival evidence indicates that they overwhelmed 

Congressional members with letter-writing campaigns. And 

certainly, they are one of the most powerful lobby groups in 

Congress. 

But a pluralist argument is not helpful in under

standing the coalescing of interests around existing legis-

lation. It does not inform us of the dynamics whereby some 
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legislation is more effective in unifying interests, and some 

legislation is less so. The pressures and momentum witnessed 

in the expansion of Social Security would indicate that 

actors' expectations and adaptations to the new system evolve 

to the point of near total support for the program. In 

looking back at this period of the 1950s and 1960s many 

contemporary observers would question where the counterbal-

ancing, economically conservative forces were. 

Another factor which makes compromise and negotiation 

less likely was that the complexity and technicality of the 

Social Security program was increasing over time. It was 

during this time period that it began to overwhelm most 

legislators, even key committee chairmen. In regard to the 

1950 Amendments, Robert L. Doughton, Chairman of the House 

Ways and Means Committee stated that "I do not have the 

technical staff to analyze in detail the effect of the 

amendments to previous legislation. "52 The education, 

information, time, energy, advisors, and staff that were 

required to understand the legislation were political re-

sources that were scarce. If groups do not fully understand 

the issues, it is difficult to enter into the political de-

bates. Finally, state bureaucracies are active, not passive, 

52. Doughton's testimony before House Ways and Means 
Committee, April 25, 1949, File Folder "88-GASI Misc. (April, 
1949)," Robert L. Doughton's files, Record Group 233, Na
tional Archives, Washington, D.C. 
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in creating communities of interests that evolve over time. 

In effect, this makes "competing" interests less common. 

The historical record during this period does not 

substantiate the dynamics suggested by a neo-Marxist argument 

either. True, by 1950, more of business and industry had an 

economic interest in seeing Social Security benefits in

crease, hence their support for these changes. And over the 

long-term, powerful interest groups did have their interests 

accommodated by Social Security legislation. But to imply 

that capital is one monolithic, all-knowing, and all-powerful 

group is misleading. 

During the 1950s, capital could still be classified 

as divided over the correct policies to pursue. General 

Motors was more cautious than Ford, and the insurance in

dustry wanted a different package than did unionized sectors 

of industry (i.e., insurance wanted lower benefits than did 

industry). Addressing monopoly capital as one unified group 

that socializes the costs of production, ignores the varia

tion within monopoly capital. Most importantly, O'Connor's 

argument is misleading in terms of assessing cause and 

effect. In general, monopoly capital did not pursue Social 

Security, so much as Social Security pursued them. Most 

representatives of business and industry offered conservative 

resistance to the program until after the changes were 
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introduced; only then did they discover that they could live 

with, and even benefit from, Social Security. 

Finally, a neo-Marxist argument represents a selec

tive reading of the historical record. By the 1950s and 60s, 

there were several factors that led to the expansion and 

entrenchment of the Social Security bureaucracy. To single 

out business and industry is to ignore other relevant factors 

such as the effects of World War II, a strong economy, low 

dependency ratios, large reserves, and pressure from many 

other groups. All of these were crucial in accounting for 

the expansion of Social Security. 

The neo-Weberian arguments likewise distort the 

picture we have gained here. The two main problems are the 

notion of relative state autonomy, and the abstraction of 

"the state." As discussed earlier, in the confusion and 

disarray evident in the 1930s, to use opposition to Social 

Security despite its eventual passage as evidence of the 

"relative autonomy of the state," is to ignore the facts. 

Program bureaucrats and Congressional representatives made 

major concessions to powerful opposing groups in the 1930s 

(e.g., Southern Congressional members, the American Medical 

Association, and the insurance industry). In relation to the 

origins of the program, it was during the 1950s and 1960s 

that the Social Security Administration, had more autonomy 

from powerful interests. 
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If we understand relative autonomy as the freedom or 

independence to proceed as one desires, despite the position 

of other powerful groups (e.g., capital), I would argue that 

this sterns from wide-scale support and trust. But the Social 

Security program was more controversial, less powerful, and 

had fewer resources in the 1930s than in the 1950s. The 

paranoia, insecurity, and lack of trust evident during the 

1930s meant that the activities of the neophyte bureaucracy 

and elected officials in Congress were relatively circum-

scribed. The movements of the SSB and Congress were very 

cautious during the 1930s; more compromises and concessions 

were required of the early legislation thau that in evidence 

in the Amendments of the 1950s and 1960s. 

From an organizational perspective, the Social Secur-

ity bureaucracy gained more and more power and legitimacy 

during the 1950s and 1960s. An insurance industry executive 

explained that 

. for 3 years after the Social Security Act was 
passed, if you went into a man's office and talked 
with him and said, "What about your social security?" 

. at least half of them would have said, 'Forget 
it; I do not think I will ever get it." . Now, 
that attitude has changed, . and the fellow who 
is not covered is beginning to say, "Well, I think it 
is kind of an unjust thing that the Government is 
providing certain benefits for other people and I do 



not get them. After all, I am a citizen too." That 
is a marked trend at the present time. 53 
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Support from a wide range of groups meant that the SSA could 

now pursue many of its most controversial programs; programs 

that incited the wrath of powerful interests--disability and 

hospital insurance. This relative autonomy stemmed from the 

clientele developed and the trust engendered after more than 

a decade in operation. The SSA took an active role in 

disseminating information about the vast array of benefits 

available. Arthur E. Hess, a SSA administrator, testified 

before Congress that 

We do have a very extensive program of informing 
people through informational literature and through 
the new media. Just before an individual attains age 
65 we have a computer exchange of information with 
Internal Revenue which gives us a lead on his current 
address. 54 

Further, with everyone jumping on the Social Security 

bandwagon, I would argue that the groups who benefitted, then 

had less leeway to oppose the inclusion of new groups. For 

groups that were supportive but hesitant regarding inclusion 

in the 1950s, Nelson Cruikshank, head of the AFL Social 

Security staff, said "I think that is one of the most sig-

nificant things that the people who are under the system 

53. House Committee on Ways and Means, 79th Con
gress, Vol. 1119, 1946, Judd C. Benson, Chairman, Federal Law 
and Legislation, National Association of Life Underwriters, 
p. 436. 

54. House Ways and Means Committee Hearings, "Pay
ments to Social Security Trust Funds," 1973, p. 690. 
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longest and most fully,under it are the people who like it 

best."55 The organizational dynamic is such that the auton-

omy of the bureaucracy increased as it gained legitimacy. In 

addition, more people were invested in seeing the program 

maintained, but fewer individuals understood the technical 

details n~eded to make informed recommendations. Powerful 

interests, in staking their claims to benefits, became 

captives of those concerned with the overall stability of the 

program. Again, this is not to imply that powerful interests 

were overlooked. As time passed, they molded the program to 

their needs. 

Finally, the abstraction of "the state," obscures 

interesting intra-state dynamics wherein different factions 

offer support or opposition to the SSA. Here, I used the 

example of the Treasury Department and veteran's pensions as 

an example of how actors within the state came to have an 

interest in the expansion of Social Security. 

An organizational-level analysis yields a much more 

accurate picture, and allows us to understand the factors 

behind the changes over time. When we speak of events 

surrounding the legislation, we speak largely in terms of 

organizations and their relative interests, power, and 

resources. Further, organizational precedents, such as any 

concessions to the disabled, can later be used to expand the 

55. Senate Finance Committee Hearing, "Social Secur
ity Revision," (81}S932-5, p. 1369. 
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bureaucracy's reach. The more universal the groups embraced 

by the organization, the less friction, the more trust, and 

the more autonomy. Entrenched state bureaucrats have an 

additional advantage over political outsiders. Their 

political resources and energies are more concentrated and 

focused, hence in a favorable economic climate, their inter

ests are likely to prevail in the long run. 

In the case of Social Security, the overall strategy 

has been incrementalism. Inertia in the legislative process, 

e.g., the events surrounding disability insurance, was 

overcome by incrementalism and resources concentrated on 

narrow issues. Entrenched bureaucracies can persist in 

working towards their goals, whereas other organizations have 

broader political agendas which deflect their attention and 

resources. So while looking at one cross-sectional moment it 

may appear as though the SSA has suffered defeat (e.g., the 

disability amendments in 1950), in reality, a minor conces

sion (e.g., welfare benefits for the disabled) is later 

turned into a full-blown program of benefits. This creates 

more clientele, who along with the Social Security Admini

stration, spread the word regarding how to collect benefits. 

It is also important to place the Social Security 

program in an international context, and an organizational 

analysis allows us to understand how mimicry of other systems 

occurred. It is here that we see a benefit of being a 
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welfare-state laggard. In comparison with other industrial

ized countries, many authors have noted that the u.s. has 

been slow to adopt welfare reforms (Wilensky, 1975; Orloff 

and Skocpol, 1984; and Quadagno, unpublished). It wasn't 

that program administrators were farsighted Social Security 

geniuses, so much as that they had other countries' experi

ences to look toward. Bismarck initiated social insurance in 

the 1880s in Germany, and the principles of social insurance 

had been mapped out by other countries far in advance of the 

development of our system. Given that their programs were 

more "mature" in comparison with ours, it was informative for 

program bureaucrats to look to these other countries for 

guidance. We could learn from their successes as well as 

their failures. It is not unlike the dynamic discussed by 

Ronald Dore, in British Factory-Japanese Factory (1973) 

wherein he explains that part of the technical advantage of 

the Japanese over the British is that a later start for Japan 

meant that both their physical plants and administrative 

knowledge were further developed, hence superior. In the 

case of Social Security, it wasn't a matter of having access 

to more state-of-the-art technology, but learning effective 

political tactics with regard to "marketing" social insur

ance. Altmeyer was the u.S. representative in the 1930s to 

the International Labor organizatio~ (110), a socialistic 

organization that devoted itself to work for the enactment of 
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social insurance legislation. Their long range objectives, 

set in the mid-1930s, were univeral coverage, disability and 

hospital insurance, and eventually, general revenue 

financing. 56 Many who knew this critized the entire Sodial 

Security system as "un-American, having been imported via the 

ILO at Geneva in 1934."57 So although our program started 

out relatively small, and the political tactics involved 

incrementalism, the developments of the 1950s and 1960s were 

desired from the beginning. The events surrounding World War 

II were fortuitous as far as their impact on Social Security, 

and lead to even more pressure for expansion. 

An organizational analysis further allows us to note 

why there was a shift from concerns of equity, prevalent 

during the origins period, to concern over the adequacy of 

benefits. The analogy to private insurance was now aban-

doned. The Social Security technical staff of the House Ways 

and Means Committee reported that 

In these early steps [Le., 1930s] the influence of 
orthodox insurance practices, and a strong sense of 
equity which required a quid pro quo from the indivi
dual for old-age benefi ts, are qui te apparent. But 

56. Newsletter, American Medicine and the Political 
Scene, testimony of Marjorie Shearon before House Ways and 
Means Committee, File Folder "SS-OASI Misc. (May, 1949)," 
Senator Walter F. George's Files, Record Group 46, National 
Archives, Washington, D.C. 

57. Letter to Senator Walter F. George from A. G. 
Blazey, M.D., dated April 8, 1950, File Folder "Non-profit 
Form Telegram," George's files, Record Group 43, National 
Archives, Washington, D.C. 



is was almost immediately obvious that strict atten
tion to these ideas of equity limited most seriously 
what could be done in developing the social value of 
the plan and, after all, this was the purpose of its 
creation. 58 
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Social Security is a political program with social value 

concerns that prevail over economic rationality. No private 

insurer could pay benefits that were adjusted for inflation. 

Further, private companies have to insure that their premiums 

cover their commitments. But the concern with a large and 

misused Social Security trust fund meant that we developed 

more of a pay-as-you-go system. Congress could also give 

away benefits gratis. For example, World War II veterans, 

who paid no taxes and got no credit toward pensions, were 

credited as though they paid tax on $160 per month while in 

the service. 59 These benefits were paid from general 

revenues, not the Social Security trust funds. 

Given that the SSA is a public organization providing 

social insurance, the groups which are interested in fairness 

include the entire population. Even those who were not cov-

ered prior to the 1950 legislation were aware that they were 

bearing some of the costs of the program through increased 

58. House Committee on Ways and Means, 79th Con
gress, Vol. 1119, 1946, p. 665. 

59. "Costly Caricature: Trying to Imitate Sound 
Insurance Principles, the New Social Security Bill Succeeds 
Only in Mocking Them," Wall Street Journal, october 17, 1949, 
File Folder "Social Security, OASI Misc. (October, 1949)" 
Walter F. George's Files, Record Group 43, National Archives, 
Washington, D.C. 
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prices of goods. Again, we see that the organization is a 

political entity, not an economic one. For private insurers, 

the group that is interested in fairness is a much smaller 

segment of the entire population, making their businesses 

less visible politically, but more economically accountable 

in a competitive market. For these reasons, program bureau-

crats involved in Social Security have to be more competent 

politically, than actuarily or economically, while private 

insurance administrators bring a different set of skills to 

their jobs, jobs which require a profit-making motive. 

Wilensky writes that 

Time will count if a welfare bureaucracy acquires a 
vested interest in expanding budget and personnel in 
its area vis-a-vis others, if it successfully culti
vates a committed clientele and powerful political 
allies, and if it effectively spreads information 
about its benefits and programs. (1975:10) 

Social Security in the United States was politically 

successful. 

Finally, perhaps one of the most significant shifts 

during the 1950s and 1960s was in the American public's 

perception of the role of Social Security. Gone were the 

days of walking the legislative tight-rope by stating that in 

actuality, Social Security was designed to provide a minimum 

floor of protection. Representatives of labor, business, the 

elderly, and other supporters of larger benefits, abandoned 

the rhetoric of a "floor" and began to speak of the 
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inadequacy of benefits in terms of meeting living costs. 60 

During this period of entrenchment, there was much indica-

tion, in letters to representatives, in testimony before 

Congress, etc., that the public did not remember and/or 

understand that originally, Social Security was not intended 

to provide a comfortable living. There were few who were 

willing to point out this fact. 

During the early 1970s, this change in emphasis from 

a "floor" of protection to "adequate" benefits was to be made 

explicit. In the 1980s, as a result of an economic crisis in 

the Social Security trust funds, we would be forced once 

again to reexamine this belief. 

60. House Committee on Ways and Means, 79th Con
gress, Vol. 1119, 1946, AFL testimony, p. 277. 



CHAPTER 5 

THE TIPPING POINT: 1970-1976 

If we enact the 20-percent increase I can 
assure .the membership of this House 
the forthcoming 75-year period take 
money than we will be paying out. 
Arkansas), Chair of House Ways and 
regarding the 1972 Amendments)l 

Introduction 

that we will over 
in each year more 
(Wilbur Mills (D-
Means Committee, 
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If we were to study one turning pOint in Social 

Security's entire history that would shed the most light on 

its economic and political dimensions, the 1972 Amendments. 

would probably be the best candidate. There are two ways in 

which the 1972 legislation represents the historic tipping 

point of the program. First, expansion occurred up to and 

including the 1972 Amendments, while later changes involved 

cutbacks in the program as it was known in 1972. Second, 

dependency ratios could no longer be manipulated solely by 

bringing in more workers, and the demographic profile of the 

American populati~n would be cause for alarm in later years. 

This chapter addresses the events that occurred from 

1970-1976, and illustrates how the economic, political, and 

demographic context shaped the relative power and interests 

1. Congressional Quarterly Almanac, Congressional Quar
terly Service, 1972, p. 402. 
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of organizations. Within these changing contexts, the ideol

ogy surrounding Social Security shifted. The 1972 Amendments 

were a major turning point in the history of Social Security, 

signalling a shift from a concern with adequacy (i.e., 

legislation from 1950-1972), to a concern with equity (i.e., 

legislation from 1977 on). Political debates during the 

1950s and 60s centered around the adequacy of benefits, while 

the debates surrounding the legislation of the mid-70s and 

early 80s would emphasize that the cutbacks were designed to 

equitably affect everyone. In addition, the increases of the 

1950s and 60s generally occurred in even-numbered election 

years. The 1972 Amendments underscored the importance of 

this dynamic even further--they occurred in an election year 

and benefits were increased 20% without any major increase in 

the tax rate or wage base schedules. 

Changing demographics meant that elderly advocate 

groups such as the American Association of Retired Persons 

(AARP) and the National Council of Senior Citizens (NCSC) 

grew in membership and latent or actual political influence 

(see Table 5.1 for the growth of AARP). I will argue that 

this strength, serving both as potential political support or 

opposition and as actual lobbying before the Congressional 

Committees, was the key factor in Congress' continuing reluc

tance to alter benefit calculations. I will also argue that 

as time progressed, the elderly as a group reached retirement 



Table 5.1 American Association of Retired Persons Member
ship, 1959-1985.* 
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Year Number of Paid Members 

1959 50,000 

1960 300,000 

1961 381,000 

1962 429,750 

1963 496,100 

1964 743,601 

1965 731,110 

1966 850,233 

1967 914,140 

1968 1,192,647 

1969 1,606,390 

1970 1,886,858 

1971 2,487,783 

1972 3,454,449 

1973 4,852,625 

1974 6,218,998 

1975 7,451,272 

1976 8,717,966 

1977 9,975,982 

1978 11,000,999 

1979 11,840,082 

1980 12,200,000 

1981 12,574,747 

1982 13,281,839 

1983 14,309,991 

1984 15,773,639 

1985 18,237,790 

* Source: Encyclopedia of Associations, Detroit: Gale 
Research Co., Various Editions. 
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with higher and higher expectations. Part of the reason for 

increasing expectations was that as the program matured, 

individuals had paid Social Security taxes over more and more 

of their working lifetimes. Another reason for increasing 

expectations was that the program had in fact promised to do 

'more than ever before in the 50s and 60s. Expansion and 

optimism ruled the day. What this meant for the program in 

the early 1970s was that the elderly were more invested in 

the system, more vocal regarding setting agendas, and better 

organized as a group than they had ever been before. 

On the other hand, the large, diffuse, and less well 

organized group known as taxpayers were much less intimidat

ing, and payroll tax increases largely prevailed. As 

discussed in Chapter 6, the 1977 Amendments entailed the 

largest peacetime tax increase in U.S. history. I will argue 

that Gary Becker's notion of relative interest group size 

being inversely related to political strength is relevant. 

In other words, relatively speaking, the elderly represented 

a smaller group than did contributing workers. Therefore, 

any retrenchment that was instituted amongst workers (i.e., a 

higher payroll tax) was a lighter burden on each individual 

worker than the same change, as measured in dollars, would 

have been on the smaller group of beneficiaries. Coupled 

with the fact that the elderly can deliver votes more 

consistently than can younger voters, the agenda of the 
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elderly prevailed. Perhaps most importantly, the taxpaying 

workers did not effectively register their discontent. 

In the final section of this chapter these events 

will be discussed in view of the theoretical frameworks. 

Several of the key theoretical issues addressed earlier are 

substantiated by the developments that occurred from 1970-

1976. 

The 1972 Amendments 

Despite the strong economic performance of the 1960s 

(i.e., low unemployment and inflation, as seen in Table 5.2), 

certain groups did not benefit. Setting the stage for 

expanding Social Security benefits in the early 70s was the 

fact that elderly and female-headed households were the only 

two groups to experience an increase in poverty.2 In 1970, 

Walter P. Reuther, President of the United Auto Workers, 

testified before the House Ways and Means Committee that the 

poverty problem existed because Americans had not yet made a 

commitment to eradicate it. He stated that the reason Neil 

Armstrong could leave footprints on the moon was because we 

made a commitment to do so. He was urging the same type of 

2. Senate Special Committee on Aging finding, cited 
in the statement of Nelson H. Cruikshank, House Ways and 
Means Committee Hearings, "Social Security and Welfare Propo
sals," 1970, p. 1339. 
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Table 5.2. Percent of civilian labor force unemployed and 
percentage increase in consumer price index, 
1965-1985.* 

Year % Unemployed % Increase in CPI 

1965 4.5 1.7 

1966 3.8 2.9 

1967 3.8 2. 9 

1968 3.6 4.2 

1969 3.5 5.4 

1970 4.9 5.9 

1971 5.9 4. 3 

1972 5.6 3. 3 

1973 4.9 6.2 

1974 5.6 11.0 

1975 8.5 9.1 

1976 7.7 5.8 

1977 7.1 6.5 

1978 6.1 7.7 

1979 5.8 11.3 

1980 7.1 13.5 

1981 7.6 10.4 

1982 9.7 6.1 

1983 9.6 3.2 

1984 7.5 4. 3 

1985 7.3 3.6 

* Source: U.S. Bureau of the Census, Statistical Abstract 
of the United States, Annual Editions, 1965-1985, Washing
ton D.C. 
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commitment to deal with the domestic poverty problem. 3 

Reuther argued that "Support of our men in Vietnam, of pro-

grams to ease the problems of our cities, and of the space 

program, should not require neglect of our elderly."4 

The increasing poverty of the elderly was accompanied 

by significant growth in the organization and membership of 

elderly advocate groups. A AR P, f 0 u n d e din 1 958, cIa i me d 

nearly three and one-half million paid members aged 50 and 

over by 1972, and the NCSC, founded in 1961, claimed 4,800 

clubs. 5 Added to these two large and politically active 

organizations, the Gray Panthers, founded in 1970 by activist 

Maggie Kuhn, served as another active, vocal, and well-

organized group of senior citizens. These groups represented 

not only strength in numbers, but they could guarantee poli-

ticians a unified vote. Virtually all were eligible to vote, 

and unlike younger individuals, t~1e elderly's propensity to 

vote was much greater. 

Because of the relatively strong economy and politi-

cal clout of these elderly advocate groups, in the early 70s, 

the primary focus remained on benefits and on adequacy. 

Nelson Cruikshank, for many years the director of the AFL-CIO 

3. House Ways and Means Committee, statement of 
Walter P. Reuther, President of UAW, H781-6.10, p. 2212. 

4. Ibid., p. 2228. 

5. Encyclopedia of Associations, Katherine Gruber 
(ed.), 21st edition, Volume 1, Parts 1-2, 1987. 
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Social Security Department, was President of the NCSC at this 

time. In testifying before Congress, he reiterated the con-

cept of adequacy by stating that "social security falls far 

short of doing what it was intended to do, namely, replace 

income lost due to retirement, disability, or death."6 

Cruikshank's statement reflected the ideology surrounding 

Social Security legislation in the 50s and 60s more than it 

did the intent of the original Congressional framers or the 

direction the program would take in the later 1970s. 

Indeed, the 1971 Advisory Council Report reminded us 

that "Social insurance cannot and should not be expected to 

do the whole job of income maintenance."7 However, the 

majority of this Advisory Council recommended that old-age 

insurance benefits be linked to the Consumer Price Index to 

maintain their purchasing power. This recommendation in-

volved establishing a formula to automatically index benefits 

to the CPI, a procedure that had been done in the past by 

Congress on an ad hoc basis. A key concern of the SSA, AARP 

and NCSC was that benefit increases lagged too far behind 

actual increases in the CPI, and given that Social Security 

represented the major or sole source of income for the 

6. House Ways and Means Committee Hearings, "Social 
Security and Welfare Proposals," 1970, Statement of Nelson H. 
Cruikshank, President, National Council of Senior Citizens, 
p. 1339. 

7. Report of the 1971 Advisory Council on Social 
Security, 92 (1), House Document No. 92-80, p. 2. 
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majority of beneficiaries, this meant temporary economic 

hardship.8 It was also believed by many, including the Nixon 

administration, that by automatically indexing benefits to 

the CPI, benefit increases would be less political and less 

pressure would be placed on Congress. 

Dissenting members of the Advisory Council and repre

sentatives of business and industry (e.g., the U.S. Chamber 

of Commerce and National Association of Manufacturers), who 

opposed the link to the CPI, asked how we could fight infla

tion by automatically adjusting to it. They reiterated that 

Social Security was never intended to be the sole source of 

income, and pointed out that this would represent a "very 

substantial departure from relating benefits to past earnings 

records," which would make it impossible to estimate the 

costs for the program. Finally, they argued that it would 

not reduce the demands for liberalization but would simply 

result in additional benefits above and beyond the automatic 

increases. 9 

The specter of inflation loomed large during the 

early 1970s, although it was not until the late 1970s that 

double-digit inflation took hold. To try to combat infla

tion, on August 15, 1971 President Nixon imposed a 90-day 

wage-price freeze. Inflation hit especially hard on the 

8. Ibid., p. 12. 

9. Ibid., p. 83. 
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elderly living on fixed incomes, and by 1971 the elderly 

still represented the nation's largest group living under the 

poverty line. lO 

But it was precisely because of inflation that Nixon 

was very opposed to a major increase in Social Security, 

which he viewed as further fueling the problem. The original 

Social Security bill in the House in 1971 proposed a 5% 

increase in benefits. The 5% increase was supported origin-

ally by party leaders on both sides, including Wilbur Mills 

(D-Arkansas), Chair of the House Ways and Means Committee. 

Later that year, however, Mills became a candidate 

for the Democratic Presidential nomination. Mills changed 

his mind about the adequacy of a 5% increase in benefits, and 

on February 23, 1972 he recommended a 20% increase. As noted 

in the Congressional Record, "13 days before the New Hamp-

shire primary and 21 days before large numbers of elderly 

citizens were to vote in Florida's primary--Mills introduced 

his bill."ll John D. Ehrlichman, Assistant to the President 

for Domestic Affairs said, "We think 20 percent is a politi

cal ploy and cannot be considered seriously."12 

10. "Proceedings," 1971 AFL-CIO, p. 137, AFL 
Archives, Washington, D.C. 

11. Senate Special Committee on Aging, Republican 
Members' Proposal for an Independent Social Security 
Commission, Congressional Record, 1972, Vol. 118, p. 17715. 

12. Ibid., p. 17716. 
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It may have been a political ploy, but Congress dealt 

with it seriously. From 1969-72, three across-the-board 

benefit increases were legislated: 15% effective for January 

1970, 10% effective for January 1971, and 20% effective for 

September 1972. The intent of the legislation was to in-

crease the ,adequacy of benefit levels, and the result was 

that the real benefit level was increased by 23% in three 

years. 13 

These changes in the early 70s reflected the unlimi-

ted expectations for the program in the past and the inherent 

optimism regarding the strength of the economy, based on the 

experiences of the previous two and a half decades. The 

optimism embodied in the bill took the form of neglecting 

fertility trends toward zero-population growth and assuming 

that wage growth would outstrip inflation by 2 to 2.25% per 

year. This optimism was consistent with the population 

growth and economic expansion of the 50s and 60s. 

The 20% increase in benefits was accomplished pri-

marily by altering the actuarial assumptions that had been 

used prior to 1972. Prior to 1972, Social Security Admin-

istration actuaries, when calculating trust fund income, had 

used what was known as level-wage assumptions. Basically, 

13. Memo to NCSSR from Myers, dated June 30, 1982, 
File Folder July 6, 1982, Correspondence with Commission 
Members, July 6-November 5, 1982, Records of Temporary Com
mittees, Commissions and Boards, Record Group 220, National 
Archives, Washington, D.C. 
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this meant that the actuaries assumed that wages would not 

increase. When in fact wages did rise, the bonus received in 

the trust funds had generally been used to increase benefits. 

In essence this was a relatively safe, conservative way to 

estimate income. However, given that wages rose year after 

year, more .liberal members of the SSA and Congress, and the 

1971 Advisory Council recommended using a rising wage 

assumption. 

Robert J. Myers, a fiscally conservative Republican 

and former Chief Actuary for the SSA, called the dynamic 

assumption "expansionist" and argued that it would be unwise 

to assume ever-increasing U.S. productivity. He also stated 

that "very small errors in estimating the spread between 

price increases and wage gains . . could cause 'terrific 

differences' in cost calculations. "14 The U.S. Chamber of 

Commerce echoed Myers' concerns. These concerns were to go 

unheeded, and a simple alteration of accounting principles 

was the actuarial key that allowed Congress to raise Social 

Security benefits 20% in 1972. And given the strong economic 

record of the past two decades, pressure from increasingly 

activist elderly groups, and only isolated resistance to 

Social Security benefit increases, Congress responded. 

14. Senate Special Committee on Aging, Republican 
Members' Proposal for an Independent Social Security 
Commission, Congressional Record, 1972, Vol. 118, p. 17714. 
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Overall, the 1972 Amendments were extremely generous. 

Congress increased benefits by 20%, effective June 1972. Of 

course, the $6 billion surplus in the trust funds, as report

ed by the 1971 Advisory Council, did little to discourage 

massive expansion. I have already discussed business and 

industry's .general opposition to the accumulation of large 

reserves. This large surplus, combined with the dynamic wage 

assumptions, meant that the trust fund reserves were 

pronounced in great shape. 

But another interesting question, no matter the what 

actuarial assumptions, is why didn't Nixon veto this huge 

increase in Social Security, which he had so vocally opposed 

as inflationary? Nixon supported a mere 5% increase in 

benefits but was faced with a Democrat-proposed 20%. An as

yet unused tactic was to become a common feature of Social 

Security turning points during the 70s and 80s. That was 

linking Social Security changes to non-germane or omnibus 

legislation. The 1972 Social Security legislation was 

presented with a debt-ceiling bill, designed to increase the 

allowable federal debt. Nixon was forced to choose between 

increasing the debt ceiling or opposing an increase in Social 

Security. Vetoing a large Social Security benefit increase 

in an election year, coupled with its link to the debt

ceiling proposal, was not viewed as a choice by Nixon, and he 

signed the bill into law. Presidents who sign Social 
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Security legislation raising benefits get much credit with 

voters. A notice is enclosed with the increased Social 

Security checks, informing beneficiaries that they received 

the extra amount because of a law signed by the President, 

even though the President may have actively opposed the 

legislation. 

The 1972 Amendments also linked future Social 

Security increases to changes in the Consumer Price Index 

(effective January 1, 1975), increased to $2,100 from $1,680 

the amount that a Social Security beneficiary under age 72 

could earn and still receive full benefits (there was no 

earning limit for those age 72 and over), provided a minimum 

monthly benefit of $170 for persons who worked in Social 

Security-covered employment for at least 30 years, and 

changed to age 62 for men the same computation that was used 

for early retirement for women. 15 World War II Japanese 

internees who were 18 or older at the time of internment were 

awarded wage credits in the 1972 Amendments. Social Security 

trust funds would be reimbursed from general revenues for 

these benefits. 

The bill also federalized existing federal and state 

programs of assistance to the aged, disabled and blind, 

effective January 1, 1974. This new program, known as 

15. congressional Quarterly Almanac, Congressional 
Quarterly Service, Volume 28, p. 23. 
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Supplemental Security Income, provided individuals with no 

outside income a minimum monthly federal payment of $130 

($195 for a couple). Individual states were permitted to 

supplement this federal payment if they wished to do so. 

Political pressure for federalizing these payments was 

exerted by individual states, elderly advocate groups, and 

the National Federation of Independent Business. 16 In fact, 

many state representatives who testified (e.g., governors) 

argued that SSI did not go far enough in alleviating the 

assistance burden. 17 

While the states were concerned with an increasingly 

burdensome assistance load, elderly advocate groups pointed 

out that many states reduced their old-age assistance pay-

ments after each increase in federal old-age insurance 

benefits were enacted by Congress, thus leaving the elderly 

_~oor no better off than they were before the benefit in

crease. 18 They lobbied for higher benefits in both programs 

and were successful with the 1972 legislation. 

16. Testimony on January 21, 1972 before Senate 
Finance Committee, 1972 congressional Quarterly Almanac, p. 900. 

17. Frank Licht, governor of Rhode Island, and 
Francis W. Sargent, governor of Massachusetts, testifying 
January 24, 1972, before Senate Finance Committee, 1972 
Congressional Quarterly Almanac, p. 901. 

18. 
Security and 
Cruikshank, 
Citizens, p. 

House Ways and Means Committee Hearings, "Social 
Welfare Proposals," 1970, statement of Nelson H. 
President of the National Council of Senior 
1338. 
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To finance these changes, the taxable wage base 

increased from $9,000 to $10,800 in 1973, and.$12,000 in 1974. 

This increase in the wage base was strongly opposed by the 

American Life Convention, Life Insurance Association of 

America, and Life Insurers Conference. These groups claimed 

that any increase in the wage base distorted the "proper 

balance between the Social Security system and the private 

retirement media."19 The tax rate was modestly increased 

from 5.2% to 5.5%, effective January 1, 1973. 

The use of price indexing was expected to be less 

costly than using wage indexing, given that historically, 

increases in wages had exceeded increases in prices. The 

indexing procedure adopted in the 1972 Amendments was 

actually the same as had been done on an ad hoc, or as-

needed basis during the 1950s and 1960s. The argument 

favoring indexing was that any lag time between changes in 

the cost of living and increased in benefits would be 

eliminated. 

To summarize the importance of the 1972 legislation, 

there are both substantive and conceptual issues to be kept 

in mind. Given that these amendments represented the last 

major expansion of Social Security, it is instructive to note 

the political and economic context that preceded them. 

19. Testimony on January 20, 1972 before the Senate 
Finance Committee, 1972 Congressional Quarterly Almanac, 
p. 900. 
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Unemployment remained low, and although inflation crept 

upward slightly it did not represent a major threat to the 

trust funds. Pressure for increased benefits was preceded by 

three factors: the strong economy and focus on adequacy in 

the 1950s and 60s; increasing rates of poverty among the 

elderly; and finally, an increasingly activist aged popula

tion. 

The added significance of the 1972 Amendments is that 

they were the last in a long line of expansionary efforts. 

Complacency evident in the Congressional debates reflected 

just how successful the program had been. Changes were 

instituted by SSA bureaucrats, primarily with a change in how 

the estimates were calculated. The fact that decision-making 

with regard to Social Security had settled primarily in the 

bureaucracy reflects how many interest groups had been 

catered to and made complacent in past years. With the 

exceptions of the AARP, NCSC, and certain organizations 

representing conservative business resistance, most interest 

groups had won the important battles and turned their 

attention elsewhere. The shortened debates regarding these 

Amendments and the small numbers of outsider interest groups 

testifying regarding their positions attested to the trust 

and faith evident with regard to Social Security. The system 

worked, largely guided by the bureaucracy and Congress, so 

there was no need to question their authority. 
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Again, we see that both the SSA and Congress had much 

more autonomy from powerful interests during the expansionary 

phase of Social Security than they had during the crisis 

periods of the Great Depression and the 1980s. Powerful 

insurance lobbies opposed the increase in the wage base that 

was mandated by the 1972 legislation. They perceived such 

increases as infringing on their business potential. The 

U.S. Chamber of Commerce and NAM opposed linking benefits to 

the CPI, arguing that indexing made costs incalculable. 

These two organizations also opposed the shift to a dynamic 

wage assumption, but this too was accomplished at the desire 

of the SSA and the hands of Congress. These organizations, 

all of them powerful political actors, lost important battles 

in 1972. 

The economic, political, and demographic context that 

led to the 1972 Amendments would provide a stark contrast 

indeed with the events that would soon occur. In light of 

later developments, these politically expedient changes would 

appear to be economically catastrophic. The ill-considered, 

unfunded expansions would drain the reserves in the following 

decade. Concern with dwindling trust fund reserves, both 

short-term and long-term, would preoccupy all involved. 

The Beginnings of Retrenchment 

The events that occurred between 1972 and 1977 were 

to have devastating effects on the Social Security program. 
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By retrenchment, I am not referring to cuts in benefits. 

This has not occurred. What has occurred is that program-

matic growth and rising expectations have been curtailed by 

the developments of the late 1970s and early 1980s. Parti

cipation in the program became mandatory for federal workers 

and others were not allowed to opt out. 

become much more coercive. 

Social Security had 

While the 1975 Annual Report of the Social Security 

Administration touted that lout of every 7 Americans got 

Social Security benefits each month,20 it was also in 1975 

that for the first time in the program's history the trust 

fund showed a deficit. Outgoing benefits exceeded incoming 

contributions. This was the first year benefits had been 

indexed to the CPl. 

As seen in Table 5.2, both inflation and unemployment 

soared upward in the mid-1970s. Given that benefits were 

linked to inflation and contributions were affected by unem

ployment, the trust funds rapidly became depleted. Not only 

did high unemployment mean less income for the trust funds, 

but more people applied for all types of Social Security 

benefits. For old-age insurance, early retirement was deemed 

preferable to looking for work in one's early 60s. With 

massive numbers of individuals depending on Social Security 

20. Annual Report of the SSA for Fiscal Year 1975, 
p. 1. 
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benefits, the prospect of lowering benefits was not attrac-

tive to legislators. However, legislative change of some 

form was politically and economically warranted. 

The most controversial issue in the mid-70s was a 

proposal to mandatorily cover federal, state, local and non-

profit employees and forbid withdrawal of groups that had 
~ 

elected coverage. Various federal, state, local and non-

profit employees were not yet covered by Social Security. 

These groups represented the only workers not yet covered by 

Social Security. 

Employees who had not yet elected coverage argued 

that their own pension plans were superior to the Social 

Security system. A study conducted by the Office of Person-

nel Management found that the average monthly civil service 

benefit was $1,047 while Social Security benefits were only 

$406. It was indeed a good deal. While the Civil Service 

Retirement System (CSRS) cost 36% of total payroll, employees 

paid only 7% of the total costs of their pensions. Given 

that the CSRS was also on a pay-as-you-go basis, the remain-

ing 29% came from general revenues. (This factor would be 

used against CSRS-covered employees in 1983 when proponents 

of mandatory universal coverage cited that it would not 

actually cost the general Treasury any more to bring these 

workers under Social SecUrity.) In addition, federal workers 

could collect a full pension if they retired at age 55 with 
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30 years of service, age 60 with 20 years, and age 62 with 5 

years. Social Security recipients could retire at age 62 

with reduced benefits and at age 65 with full benefits. 21 

While federal workers had their own pension plan, 

others elected Social Security coverage voluntarily. They 

had the option of withdrawing from the program after giving 

two years' notice. The issue for local governments in the 

mid-70s was the high cost of Social Security. New York City 

and Ohio filed notices of intent to withdraw from the program 

precisely because of the high costs. Various state and muni-

cipal administrators protested that local revenues, already 

insufficient, would not be able to continue to carry the load 

of paying one-half the Social Security payroll tax which was 

the employers' share. New York City finance administrators 

estimated that they could save as much as $43 million in the 

final quarter of its 1977-78 fiscal year).22 New York City 

had already made several other cuts, but to preclude massive 

layoffs and impairment of essential city services, they 

argued that the option to withdraw from Social Security was a 

necessary consideration. 

It was not simply current costs that concerned these 

administrators, but also future increases in the contribution 

21. Congressional Quarterly Almanac, congressional 
Quarterly Service, 1983, p. 574. 

22. Ibid., statement of Kenneth S. Axelson, Deputy 
Mayor for Finance, New York City, p. 51. 
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rate. Raymond D. Hor ton, Staff Director of the Temporary 

Commission on City Finance for New York City stated that 

If the city could be certain that social security 
costs would not escalate fqrther in the future, there 
obviously would be less reason to consider withdraw
ing from the system. However, given the huge revenue 
needs of the social security system and the history 
of increases both in the social security tax rate and 
base, it is predictable that the city's social secur
ity costs will continue to rise sharply if the city 
stays in the system. Since the city first entered 
the system, the maximum social security tax per em
ployee has risen 965 percent, from $84 in 1956 to its 
present level of $895. 23 

The high costs to state and local governments of Social 

Security coverage for their employees, and generally declin-

ing confidence in the solvency of the trust funds were 

important factors in their decisions to opt out. 

A final reason for opposition to mandatory coverage 

was that non-profit organizations and state and local govern-

ments did not have the same tax breaks that corporations did 

in writing off nearly half of the employer share of the 

Social Security tax. 24 Of course, this final factor could be 

remedied by providing these groups with the appropriate tax 

incentives (this was done in the 1983 Amendments). 

23. House Ways and Means Committee Hearings, "Back
ground Material on Social Security Coverage of Governmental 
Employees," 1976, p. 55. 

24. Robert Ball, letter printed in Congressional 
Record, 1977, Vol. 123, p. 36452. 
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Federal unions and some state and local governments 

lobbied long and hard against compulsory coverage. 25 They 

organized a mailing campaign, and many members of Congress 

reported being flooded with mail from constituents opposing 

mandatory coverage. 26 The draining of the trust funds due to 

un em p loy m e.n tan din f 1 a t ion was ere a tin g par an 0 i a i tho s e 

groups not yet covered or those who could opt out attempted 

to make their exodus. 

This movement was alarming to the SSA. In a state-

ment before the House Ways and Means Committee, James B. 

Cardwell, Commissioner of the SSA in 1976, summarized the 

scope of the problem: 

Since social security coverage was first made avail
able to State and local employees in the 1950s, their 
coverage under the program has increased dramati
cally, and during the 1960s there were very few 
terminations of coverage--in almost all cases the 
terminations resulted from dissolution of political 
subdivisions. However, in the past 4 years there has 
been a trend for more groups of covered State and 
local employees to request the States to terminate 
their coverage. Through March 1972, coverage has 
been terminated for 133 entities employing less than 
10,000 workers. In the following 4 years, by March 
1976, the number of entities terminated had increased 
by 2.5 times, and the number of employees involved by 
more than four times. In the next 2 years, based on 
current requests, coverage could be terminated for an 

25. Congressional Quarterly Almanac, Congressional 
Quarterly Service, 1983, p. 574. 

26. For example, see the Congressional Record, 1977, 
Vol. 123, p. 35236. 
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An additional problem with the absence of compulsory 

universal coverage was that many of these workers got wind-

fall benefits. Both those who were excluded and did not want 

in,or those who were included and wanted out posed problems. 

Even though coverage was terminated for these workers, Social 

Security benefits had already accrued for many of the tempo-

rarily covered workers. This meant that they could collect 

two pensions when retired. 

This "double-dipping" was well-publicized and it was 

estimated that it cost Social Security $1 billion per year. 

Only six quarters of employment in covered jobs were required 

to accumulate benefit rights. So by choosing to withdraw 

from the program, an individual's contributions to the trust 

funds ceased but their minimal contributions entitled them to 

benefits. Further, given that the benefit formula was 

weighted to favor low-paid individuals, many government 

employees had a number of zeroes in their "years in service," 

which enhanced their benefits even further. For a working 

lifetime's contribution of as little as $111, these retirees 

could draw $114 in Social Security for their first month of 

retirement. If married, they could get 50% more. Medicare 

27. House Ways and Means Committee Hearings, "Back
ground Material on Social Security Coverage of Governmental 
Employees," 1976, p. 35. 
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and disability insurance were also provided for life. This 

amounted to a windfall for these workers. For these reasons 

many of these employees voted to opt out of Social Security. 

Double-dipping was legally practiced by 43% of all Federal 

Civil Service retirees. 28 

Representative Sam Gibbons (D-Florida) declared 

"Sure, they do not want to come into the system. They have 

the best of all worlds."29 James Burke (D-Florida), a member 

of the House Ways and Means Committee, argued that "double-

dipping" was "costly to the system and unfair to the majority 

of contributors to the system, who do not have the option of 

voluntary participation."30 

The groups mandatorily covered under Social Security 

were a ready-made constituency to oppose "double-dipping." 

Many "legitimately" covered groups demanded universal 

coverage. The larger employer organizations like the u.S. 

Chamber of Commerce and National Association of Manufacturers 

advocated compulsory coverqge for non-covered employees. The 

AFL-CIO favored less coercion and therefore opposed mandatory 

28. Congressional Record, 1977, Vol. 123, p. 35260, 
and p. 35266. 

29. Congressional Record, 1977, Vol. 123, p. 35298. 

30. House Ways and Means Committee Hearings, "De
coupling the Social Security Benefit Structure," July 23, 
1976, p. 33. 
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coverage of all employees. They advocated the use of collec-

tive bargaining to sort out the employees' best interests. 

Another issue of concern for Social Security sup-

porters was raised by the voluntary withdrawal of these 

groups. This movement out of coverage reflected declining 

confidence in the program. Representative Barber Conable 

(R-New York) sums up the dilemma well: 

Our concern, of course, is that this action by as 
large a municipality as New York carries with it some 
interesting implications for the system. We are con
cerned that there not be a run on the system because 
of concurrent publicity relating to social security 
which has given a wide number of Americans the idea 
that it is not going to be as good a deal in the 
future as it has been in the past. 31 

Public confidence in the Social Security program, so 

carefully nurtured in the 50s and 60s, had indeed faltered 

for the first time in its history. Representative Steven 

Allen (R-Alabama) lamented that "Whereas the social security 

system was once looked on as a haven of security for the 

people, it is beginning to be looked on as a tremendous 

burden for the working people of our country.,,32 

31. House Ways and Means Committee Hearings, "Back
ground Material on Social Security Coverage of Governmental 
Employees," p. 60. 

32. Congressional Record, 1977, Vol. 123, p. 36429. 
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Pluralists argue that counterbalancing forces exist 

in the political arena; but the 1972 Amendments are perhaps 

the most forceful example of how the coinciding interests of 

bureaucracies, elected officials and beneficiaries can obvi-

ate compromise in any true sense of the word. Many political 

observers in the late 1970s and early 80s would question 

where these counterbalancing forces were during the debates 

over the 1972 Amendments. 

With regard to the neo-Marxist argument, these 

developments reveal that it is not simply capitalists who 

have economic interests or political power. Wilbur Mills, a 

politically ambitious Congressman, elderly advocate groups, 

and the experience of a strong economy through the preceding 

two decades were the key forces behind these changes. Con-

gressional documents revealed that no representatives of 

business, industry or insurance were in favor of the massive 

increase in benefits brought about by these Amendments, the 

CPI indexing provisions, or the increasing wage base. 

I have also argued that the neo-Weberian framework is 

patently inaccurate with regard to these Amendments. It was 

during the more prosperous, expansionary period of Social 

Security that the state bureaucracy was able to increase 

benefits, add new programs, and develop new policies to 

ensure adequacy of Social Security benefits. This move 



248 

toward concern for the adequacy of benefits, which essenti

ally redistributed income, was accomplished in this more 

prosperous, less crisis-driven environment. 

A framework that focuses on formal organizations and 

processes of social organization is much more useful in this 

regard. It is through focusing on specific organizational 

actors over time that we can trace shifting political power 

and efficacy. For example, it was during the early 1970s 

that the SSA and Congress were most capable of influencing 

their environment. The strong economy allowed them to 

aggressively attack the problem of poverty amongst the 

elderly. The econ6mic context also influenced the political 

context in that, considering the drastic changes embodied in 

the 1972 Amendments, very little debate occurred. The 

increasing political clout of elderly advocate groups did 

little to temper the debates. 

Social Security has had a significant impact on the 

economic status of the elderly in the u.s. Largely because 

of Social Security, the elderly in the late 70s and early 

1980s were about as well-off financially as the non-aged. 

Poverty rates for those 65 and over decreased, largely as a 

result of Social Security benefits (see Table 5.3). 

But benefit expansion slowed down with the 1977 

Amendments. An organizational framework suggests there may 

be a tipping point with regard to the effectiveness of large 
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Table 5.3. Percent of individuals aged 65+ living under the 
poverty level. 

Year Percent Elderly Poor 

1959 35.2 

1962 34.0 

1963 35.0 

1970 24.6 

1972 18.6 

1973 16.3 

1974 15.7 

1975 15.3 

1977 14.1 

1978 14.0 

1979 15.2 

1980 15.7 

1981 15.3 

1982 14.6 

1983 14.2 

1984 12.4 

1985 12.6 

Source: Statistical Abstract of the United States, U.S. 
Department of Commerce, Various Editions. 
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numbers within any particular constituency. Gary Becker's 

notion that relative interest group size is inversely related 

to political influence is relevant with regarding to Social 

Security recipients and taxpayers. Becker writes that 

Since an increase in the number of persons taxed 
reduces the tax required on each person to obtain a 
given revenue and thereby reduces the. . cost of 
taxation, an increase in the number of taxpayers 
would reduce their production of pressure. . . . The 
optimal size of a subsidized group is smaller 
because an increase in the number of members reduces 
the net income per member if efficiency does not 
significantly increase. . . . Politically successful 
groups tend to be small relative to the size of 
groups taxed to pay their subsidies. (1983:384-5) 

Becker uses the example of farmers in wealthy countries, 

where farmers constitute a relatively small group, and urban 

dwellers in poor countries, who likewise constitute a rela-

tively small group. He notes that both these groups have 

been fairly successful politically. Becker also notes that 

"groups benefited by policies raisillg efficiency tend to be 

more influential than groups harmed" (1983~394). 

The analogy extends to Social Security lobbying as 

well. Relatively speaking, old-age insurance benefitted, and 

currently benefits a smaller group than those paying taxes; 

hence the beneficiaries' ability to prevail has been greater. 

The importance of dependency ratios cannot be overstated. In 

a system that took approximately 50 years to encompass the 

entire population, the number of taxpayers relative to the 

number of beneficiaries in the early years was quite high. 
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Figure 5.1 shows that when benefits were first paid in 1940, 

there were 159 taxpaying workers supporting each individual 

aged 65 and over receiving Social Security benefits. For the 

past several years, this number fell to approximately 3 

workers paying for each elderly beneficiary. And while it is 

true that an increasing number of elderly dependent will be 

somewhat offset by a decline in fertility rates (hence the 

number of young dependents), it is not a one-for-one 

correspondence from the standpoint of dependency because the 

relative costs for maintenance are less for a child than for 

an aged person. 

However, in terms of social organization, Social 

Security created an anomalous coalition of interests. For 

example, the notion of relative size neglects other sup

porters of Social Security, aside from the elderly. First, 

individuals not receiving benefits but paying taxes expected 

to retire and collect benefits themselves. Second, many 

taxpaying individuals benefited indirectly from Social 

Security through the care provided to a family member that 

would otherwise have to be provided for privately. Third, 

other Social Security programs served younger individuals, 

which further enhanced Social Security's acceptability and 

constituency. Fourth, I would argue that a key reason for 

the lack of effective political organization of taxpayers was 

that tax increases were incremental. For most employees, 
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Figure 5.1. Dependency ratios for Social Security, 1940-
1985.* (Source: Annual Statistical Supplement 
to the Social Security Bulletin, 1940-1985) 
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Since a slight 

increase in Social Security taxes made only a small dent in a 

paycheck, there was less incentive to organize politically. 

Changes in Social Security were thus viewed by workers as 

less important in the short-run than cost-of-living or merit 

raises. However, in retrospect, and utilizing a long-range 

perspective, these tax increases were extremely significant. 

Finally, organizations like the AFL-CIO lobbied hard to 

increase Social Security benefits in the 1950s, 60s and early 

70s. Members of labor unions, a constituency which might be 

perceived as opposed to higher taxes, thus turned out to be a 

group supporting expansion; they therefore had to accept tax 

increases. It is not a coincidence that the AFL-CIO gener-

ally favored general revenue financing and increases in the 

wage base as opposed to tax increases. All these factors 

served as disincentives for the organization of a protest 

movement to suggest that Social Security benefits should be 

cut back. Widening coverage and increasing payroll taxes 

were the only solutions that remained, barring more drastic 

measures. 

But as the Social Security dependency ratio has grown 

more onerous in the form of tax burdens on younger workers, 

we have seen slightly more opposition from taxpaying workers. 

The National Taxpayers Union (founded in 1969) and their 

opposition to the heavy taxes levied by the 1977 Amendments 
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are indicative of this trend. Americans for Generational 

Equity also reflects this change in emphasis. Becker's 

argument about the importance of relative size also means 

that while in the past a relatively small increase in the 

payroll tax yielded large amounts, a similar situation will 

occur with .regard to cuts in benefits. In other words, once 

past a certain tipping point, with large numbers of indivi

duals receiving benefits, a relatively small cut or adjust

ment in these benefits will yield greater savings than if 

fewer beneficiaries were present or taxes were raised for 

contributors. Because of past increases in benefits, there 

will also be consequent growth in the ability of upper income 

elderly beneficiaries to absorb cutbacks. With a crisis in 

the system, it will become more difficult for them to defend 

their entitlement to Social Security benefits. 



CHAPTER 6 

RETRENCHMENT OF SOCIAL SECURITY: 1977-1985 

. there is no such thing as an easy way out of 
the social security dilemma. There are not going to 
be any more easy votes on social security. 
Those who would tell us that there is some easy way 
to solve the social security problem are not telling 
us the way it is. (AI Ullman (D-Oregon), Chair of 
the House Ways and Means Committee, 1977)1 

The SSA doesn't move today the way it used to. 
People aren't as inspired. Some sort of lethargy has 
set in. Staying here in the SSA is not where 
the action will be this year. (Robert J. Myers, 
Chief Actuary for SSA from 1947 to 1970, commenting 
on the SSA, 1981)2 

Social Security has become about as sound as a chain
letter. (Horace W. Brock, in the New York Times, 
1982)3 

Introduction 
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This chapter will reinforce several key pOints that 

have been gained by this analysis of Social Security legisla-

tion. First, the causal perspective is one that emphasizes 

how macroeconomic contexts shaped the relative power and 

1. Congressional Record, Vol. 123, December 15, 
1977, p. 39007. 

2. Myers quoted in "The Insecurity of Social Secur
ity," by David P. Colley, p. 24 and 26, File Folder "NAM," 
Records of Temporary Commi ttees, Commissions and Boards," 
Record Group 220, NCSSR, National Archives, Washington, D.C. 

3. "Social Security Inequity," by Horace W. Brock, 
New York Times, August 30, 1982:17. 
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I will argue that econ-

omic crises bring less independence and autonomy for state 

actors than do periods of relative abundance or calm. For 

this reason, this chapter will emphasize the similarities 

between this period of retrenchment and the early years of 

Social Security. Conversely, I will point out how economic 

concerns drastically altered the political context when 

compared to the golden years of the 50s and 60s. Relative to 

the period of expansion, political debates were opened up and 

Social Security was analyzed in microscopic detail. 

Second, while this macroeconomic context is the key 

determinant of political events, it is at the level of 

organizations that many of the sociological issues need to be 

addressed. That is, within a given economic context, we 

should refine our concepts by making clear the relevant 

organizational environment. For example, state bureaucracies 

operate in a different context than do state elected offi

cials, with presidents facing different constraints and 

opportunities than does Congress. These are important 

differentiations. I will also discuss why certain groups 

(e.g., the elderly compared to taxpaying workers) are better 

able to organize to effectively promote their interests. 

Third, pluralist, neo-Marxist, and neo-Weberian 

theoretical frameworks will be discussed with an eye towards 

assessing their accuracy and relevance to Social Security 
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legisfation. I will argue that while all have certain 

strengths, each is misleading in a particular manner, and 

that we would do better to note economic constraints and 

organizational factors within a longitudinal analysis. 

The chapter is organized in the following manner. 

The first section will sketch the 1977-85 period and its 

similarities to and differences from the earlier periods. 

Following this, each of the two key legislative turning 

pOints (i.e., 1977 and 1983) will be discussed separately. 

Both the economic and political context will be addressed, as 

well as key actors that influenced the legislative outcomes. 

After discussing the evolution of each piece of legislation, 

I will reiterate the important conceptual and substantive 

pOints. The last section of this chapter will discuss the 

strengths and weaknesses of the theoretical models typically 

utilized to summarize legislative processes, and will high-

light the advantages of an organizational theory framework 

with a longitudinal focus. 

Analogies Between the Great Depression 
and the 1970s and 80s 

The economic and political climate of the late 1970s 

and early 1980s provided a stark contrast with the 1950s and 

60s and in many ways was analogous to the Great Depression 

period. Although the economic crisis of this period was not 

as devastating as the collapse during the Great Depression, 
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high rates of inflation and unemployment were to wreak havoc 

with the Social Security trust funds. Given that benefits 

were tied to the Consumer Price Index in the 1972 Amendments, 

rampant inflation meant that benefits increased rapidly. 

High levels of unemployment meant that fewer workers were 

paying payroll taxes, and slowed growth in wages for those 

who were working reduced contributions to the trust funds 

even more. In 1966, the trust funds held 5.4% of the total 

estimated obligations; by 1974, the comparable estimate was 

1. 3%.4 There was further erosion of the trust funds due to 

the growth of non-taxable fringe benefits; in 1951, 95% of 

all compensation was subject to Social Security taxes, while 

in 1982, only 84% was taxable. 5 Together, these developments 

created an actuarial nightmare. 

In addition to a short-term imbalance in the trust 

funds, declining fertility rates in the 70s and 80s, coupled 

with increasing life expectancies, meant long-term predic-

tions of a combined payroll tax rate of 33% in the early 21st 

century. According to projections, this rate would be needed 

simply to sustain the benefit levels of earlier periods. 

4. House Ways and Means Committee Hearings, "Pay
ments to Social Security Trust Funds," 1973, p. 680. 

5. Rober t J. Myer s' suggest ion to NCSSR, Sept embe r 
20, 1982, Records of Temporary Committees, Commissions, and 
Boards, Record Group 220, NCSSR, "Correspondence with Commis
sion Members, July 6-November 5, 1982," National Archives, 
Washington, D.C. 
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Like the legislation of 1935 and 1939, Social Secur

ity in the 70s and 80s became a highly controversial issue. 

The controversy was reflected in legislative retrenchments 

(e.g., increasing the retirement age and postponing cost-of

living adjustments), occurring in the odd-numbered, non

election years of 1977 and 1983. Another reflection of the 

controversial nature of the legislation of the 70s and 80s 

was the use of the "all-or-nothing" piggybacking of changes 

in Social Security onto omnibus or non-germane legislation. 

Similarly, while benefit increases legislated in the 

1950s and 60s took effect as quickly as possible, the 

legislation of the 70s and 80s would make these retrenchments 

effective in the years or decades to come. This was very 

similar to the early legislation, which reflected much more 

political restraint and caution. All these factors point to 

the conclusion that during economic and political crises, 

political actors, in the form of bureaucrats or Congressional 

representatives, have far less leeway in their decision 

making than they do during relatively quiet or abundant 

periods. These relatively zero-sum economic contexts are 

also likely to pit powerful interest groups against each 

other. For example, during this period, elderly advocate 

groups proposed general revenue financing to resolve the 

crisis in the trust funds--a proposal vehemently opposed by 

all representatives of business and industry. 
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The Uniqueness of the 70s and 80s 

It is also clear that this period was unique 

precisely because of the historical success of the program. 

The expansion that had occurred meant that many more indi

viduals were invested in the system. This made the 70s and 

80s unlike any other period in several respects. While the 

program was legitimated by its successes (unlike the situa

tion during the early period), the political gravy train that 

Social Security provided to legislators in the 50s and 60s 

had evaporated. 

Political agendas were well-served by advocating 

massive expansion and benefit improvement during the 50s and 

60s; with few exceptions, there was little concern with 

either short- or long-term costs. Ironically, as the program 

evolved further and further from the original notions of an 

insurance program (i.e., through the addition of gratuitous 

welfare benefits that were not linked to contributions), the 

economic dimensions that concern private insurers became 

increasingly clear. Political compromises were in order, 

with the explicit purpose of trying to improve the bottom 

line. 

Second, the program became much more coercive (e.g., 

mandatory universal coverage) and a relatively less attrac

tive option for those not yet covered by Social Security. 

While it was not difficult to convince various groups in the 
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50s and 60s that Social Security was a good deal, during the 

70s and 80s the force of law was required. I will discuss 

the case of the mandatory coverage of federal, state, local, 

and non-profit workers as prime examples of Congress taking 

politically unpopular steps to shore up short-term revenues. 

A third factor makes this period interesting and 

uncommon. Social Security had become a wonderful example of 

the "tail wagging the dog." It consumed a larger and larger 

percentage of the federal budget, and given its tight 

coupling with inflation and unemployment, proved that many 

problems involving the economy and Social Security were 

cyclical and self-reinforcing. In other words, increasing 

Social Security benefits with partial funding from general 

revenues meant that the federal deficit increased. This 

increase was reflected by an increase in inflation, and given 

that Social Security benefits were linked to the CPI, bene

fits rose, completing the cycle. 

The sheer size of Social Security outlays meant that 

they had become a source of problems. Between 1962 and 1980, 

for example, the annual cost of Social Security increased 

from 2.6 to 4.5 percent of total GNP.6 By linking benefits 

to the CPI, and by funding these increased benefits primarily 

by printing more money (i.e., more deficit spending because 

of indirect general revenue financing), inflation was 

6. Women's Quarterly, Autumn, 1986, p. 43. 
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worsened and a vicious cycle was set in motion. In addition, 

with lower retirement ages allowable (i.e., age 62), longer 

life expectancies, and higher benefits, Social Security 

encouraged early retirement. 7 This deprived the trust funds 

of the much-needed payroll tax contributions, while in the 

same instance, increasing expenditures. Representative Bill 

Gradison (R-Ohio), speaking about the 1983 Amendments, noted 

that 

Social security and the political consideration of 
it, then, have reached a point of maturity which 
acknowledges the system's central role in our society 

. the willingness to make changes in benefits is 
a statement that social security is now so large that 
it not only is influenced by what happens to the 
economy, but it influences the economy, requiring 
adjustments . . . with the best interests of the 
overall economy in mind. 8 

It is also important to understand the dynamics of a 

fully mature social insurance program. Given that most 

groups were covered under the program, and given that most 

business, industrial, and labor organizations had molded 

their policies to the existing program, more and more groups 

were invested in seeing the program maintained in its current 

form. What this meant for legislators was that their options 

7. Summary of Remarks of Henry Aaron to National 
Commission on Social Security Reform, File Folder "August 20, 
1982" Records of Temporary Committees, Commissions, and 
Boards, Record Group 220, National Commission on Social 
Security Reform, "Correspondence with Commission Members, 
July 6-November 5, 1982," National Archives, Washington, D.C. 

8. Congressional Record, 1983, Vol. 129, p. H973. 
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were increasingly constrained. The slack in the system 

(e.g., the ability to extend coverage) was no longer such 

that changes could be made independently of each other. 

So, although the crisis atmosphere was similar in the 

origins (1930s) and retrenchment (70s and 80s) periods, it is 

instructive that the crisis in the 30s was exogenous and 

played a key role in the emergence of Social Security, while 

the crisis in the 70s and 80s was much more of an endogenous 

crisis. Many argued that Social Security was a root cause of 

the economic problems of the 70s and 80s (Ellis, 1971; 

Murray, 1984; Weaver, 1982). And uncertainty regarding the 

future of Social Security was as evident during the 70s and 

80s as was uncertainty regarding the future of capitalism 

during the Depression. 

This uncertainty served to heighten awareness among 

interest groups and the public regarding the "crisis in 

Social Security." 

that there were 

It was also clear to many interest groups 

now higher stakes in terms of potential 

losses. This meant that political debates were carried on by 

more diverse groups, over more diverse alternatives. The 

power, influence, and autonomy monopolized by the Social 

Security Administration during the golden-years of the 50s 

and 60s was removed from their purview. The Social Security 

bureaucracy had lost much of its political control of the 

program. The small cadre of Social Security Administration 
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bureaucrats or Advisory Council appointees could no longer 

claim a monopoly on information relevant to the debates. 

Given the economic and political turbulence, I will 

also show how the voice of the Social Security Administration 

was muffled by the surrounding roar. Once again, we will see 

that during times of crisis, debates occur among a wider var

iety of groups, with state actors receding in influence; some 

out of choice (e.g., congress), with others being distrusted 

or overwhelmed in the effort to consider any alternatives 

(e.g., the SSA). For example, while some blamed the unfore-

seen factors of high inflation and high unemployment for the 

problems of the late 1970s, others faulted Congress for 

caving in too easily to politically popular expansions of 

benefits without legislating for a corresponding increase in 

contribution rates. 9 Senator Strom Thurmond (R-South Caro-

lina), speaking about the 1977 Amendments, said that "In the 

past a vote for social security legislation has come much 

easier for many Members of this body. This is the first 

social security bill which has not been centered on in-

creasing benefits for retirees."lO Senator Carl T. Curtis 

(R-Nebraska), speaking on the day the 1977 Amendments were 

passed, stated that "What is happening here today is that, 

9. Representative Bill Archer, Texas, Congressional 
Record, 1977, Vol. 123, p. 35250. 

10. Congressional Record, 1977, Vol. 123, p. 39147. 
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indeed, we are having to pay the piper for the excessive and 

often somewhat mindless generosities of past congresses."ll 

Social Security reform was precarious, and state actors tried 

to insulate themselves from criticism while dealing at least 

with the short-run problems. There were two ways of doing 

this. 

One method was the use of the closed rule. The 

closed rule of the House Ways and Means Committee was de-

signed to protect against excessive debate and tinkering with 

the "intertwining complexity of tax legislation."12 The 

closed rule was utilized to protect, intact, the Social 

Security Amendments of 1977. This meant that other members 

of the House could not amend the bill on the floor. Debate 

concerning the 1977 Amendments was limited to only four hours 

by the Rules Committee. 

The second method for deflecting criticism was the 

use of bipartisan commissions, but this served to open up the 

political debates to more outsiders. Control over the pro-

gram, which had been granted to the SSA and Congress during 

the bountiful 50s and 60s, was now given over to bipartisan 

commissions that were charged with saving the system and 

developing the tough compromises that were in order. Members 

11. Congressional Record, 1977, Vol. 123, p. 39136. 

12. Representative Martin, Congressional Record, 
1977, vol. 123, p. 35237. 
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of Congress who were less sympathetic to the SSA argued that 

the self-interested bureaucracy could not be trusted to 

develop new alternatives. Congressional representatives, on 

the other hand, welcomed bipartisan commissions as potential 

scapegoats. The National Commission on Social Security and 

the National Commission on Social Security Reform involved 

individuals who were more politically insulated, and could 

therefore make the decisions that some representatives knew 

were in order, but were in no position to recommend. 

Relatively speaking, the SSA and Congress had the 

most autonomy from economic interests during the 50s and" 60s, 

and the least amount during the 70s and 80s. The state 

bureaucracy and state representatives had slightly more 

autonomy from capitalist interests during the Great Depres-

sion because of Roosevelt's strong support. Even then, the 

Social Security Board was more autonomous in their actions 

than was Congress. Perhaps more importantly, in the early 

period these actors were not viewed as part of the Social 

Security problem, unlike the situation described in this 

chapter. So political power was situated in specific 

organizations; the organizations that effectively had their 

agenda met were those that could deliver votes. When 

possible, cutbacks occurred in areas of least resistance or 

least visibility. For example, previously uncashed Social 

Security checks, benefit payments to felons, maximizing trust 
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fund investment income, and other "reforms" were utilized 

whenever possible. 

The 1977 Amendments 

My personal opinion is that social security has 
failed, and we would be better off in this country if 
we pledged to every person who has ever paid a dime 
into the social security fund that that money would 
be returned, and then forget about the whole thing. 
There does not seem to me to be any way to have what 
we call social security and avoid the politics, every 
2 years, of having the House feel that it must make 
additions to the social security payments regardless 
of whether the money is there. (Senator Barry 
Goldwater (R-Arizona), in opposing the 1977 Amend
ments. )13 

In December of 1977, just prior to the holiday 

recess, Congress enacted the lar.gest peacetime tax increase 

in history. In addition, the wage base was increased above 

and beyond the scheduled automatic adjustments, from $17,770 

in 1978 to $22,900 for 1979, $25,900 for 1980, and $29,700 

for 1981. This change represented an increase from 84.6% of 

all earnings being taxable, to 92.4% of all earnings being 

taxable (see Table 6.1). 

This emphasis on tax rate increases and wage base 

increases also represented a shift in strategy that is noted 

by Carolyn L. Weaver (1982). Weaver argues that SSA bureau-

crats and Congressional representatives showed the good 

judgment over the years of expansion to use the method of 

financing that embodied the "least resistance." Given that 

13. Congressional Record, 1977, Vol. 123, p. 39140. 
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Table 6.1. Percent of all workers with total annual earnings 
below annual maximum taxable, 1937-84. 

Year . Annual Maximum Taxable % 

1937 3,000 96.9 

1940 3,000 96.6 

1945 3,000 86.3 

1950 3,000 71.1 
1951 3,600 75.5 

1952 3,600 72.1 

1953 3,600 68.8 

1954 3,600 68.4 

1955 4,200 74.4 

1956 4,200 71.6 

1957 4,200 70.1 

1958 4,200 69.4 

1959 4,800 73.3 

1960 4,800 72.0 

1961 4,800 70.8 

1962 4,800 68.8 

1963 4,800 67.5 

1964 4,800 65.5 

1965 4,800 63.9 

1966 6,600 75.8 

1967 6,600 73.6 

1968 7,800 78.6 
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Table 6.1--Continued 

Year Annual Maximum Taxable % 

1969 7,800 75.5 

1970 7,800 74.0 

1971 7,800 71.7 

1972 9,000 75.0 

1973 10,800 79.7 

1974 13,200 84.9 

1975 14,100 84.9 

1976 15,300 85.1 

1977 16,500 85.2 

1978 17,770 84.6 

1979 22,900 90.0 

1980 25,900 91.2 

1981 29,700 92.4 

1982 32,400 92.9 

1983 35,700 93.8 

1984 37,800 94.1 

Source: Social Security Bulletin, Annual Statistical Sup-
plement, 1986, p. 90. 
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there exist three options to fund the program--tax-rate in

,creases, wage base increases, and/or expansion of coverage-

Weaver points out how choices were made among the three. 

Coverage expansion was the mode chosen in the early 

years because of high rates of return, hence large numbers of 

groups clamoring for coverage. By the later 1950s, however, 

given that 9 out of 10 workers were covered, Congress turned 

to tax rate increases. Why tax rate increases rather than 

wage base increases? (As shown in Table 6.2, wage base 

changes prior to this time were minimal.) Workers who were 

not yet covered during this period tended to be highly paid 

professionals who would be less easily convinced of the 

advantages of universal coverage if wage base amounts were 

especially onerous. In 1965, coverage was extended to most 

of these highly-paid, self-employed professionals, and once 

this occurred, ceiling increases provided a new option for 

Congress (Weaver, 1982:159-60). Table 6.2 illustrates the 

relatively sUbstantial changes in the wage base as enacted by 

the 1977 Amendments. However, these options were increasing

ly constrained over time, meaning that the SSA and Congress 

had utilized all options within the existing programmatic 

framework. If the program is to remain politically success-

ful, I would argue that these increasing constraints will 

force the SSA and Congress to turn to outsider groups to 

develop compromises in the future. 
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Table 6.2. Wage base under prior law and amendments in 1977. 

Calendar Year Prior Law 1977 Amendments 

1977 $16,500 $16,500 

1978 17,700 17,700 

1979 18,900 22,900 

1980 20,400 25,900 

1981 21,900 29,700 

1982 23,400 32,100 

1983 24,900 34,500 

1984 26,400 36,900 

1985 27,900 39,600 

1986 29,400 42,000 

1987 31,200 44,400 

-----
Source: House Ways and Means Committee Hearings, "Summary of 

PL 95-216, Social Security Amendments of 1977," 
1978, H782-32. 
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Although the 1977 Amendments raised the payroll tax 

and wage base and slowed benefit increases, these changes 

were not to take effect for two years (i.e., 1979). The 

reluctance to impose either of these in 1978, an election 

year, was evident in the debates, and it did not go unnoticed 

in the popular media. New York Times columnist Tom Wicker 

wrote that "Long-term tax increases totalling $227 billion 

would be imposed. Note that the Congress that voted 

this body-blow the American wallet prudently put off the 

first of the increases until after its members try to get 

themselves re-elected next year."14 Given that increasing 

taxes and the wage base and lowering benefits were not 

politically popular, it is not surprising that Congressional 

representatives were concerned. The closeness of the vote, 

in contrast with the lopsidedness of the votes on expansion-

ary measures, was also indicative of the difficult decisions 

now before Congress. The vote on the 1977 Amendments in the 

House was 189 in favor, 163 opposed. In the Senate, it was 

56 in favor, 21 opposed. 

Given the controversy and lobbying effort surrounding 

mandatory coverage of federal, state, local, and non-profit 

employees, the 1977 Amendments merely provided for further 

study. They authorized the study of Social Security coverage 

14. Printed in the Congressional Record, 1977, Vol. 
123, p. 39019. 
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for government workers and employees of non-profit organiza

tions. The study group was charged with reporting back to 

Congress within two years on a sound procedure to cover pub

lic and nonprofit employees without doing them harm. Members 

of Congress who had opposed hasty action on mandatory 

universal coverage wanted to know what the transition plan 

would be before they voted on such a controversial measure. 

The lobbying efforts of federal, state, local, and non-profit 

organizations were temporarily successful. Once again, we 

see how notions of "the state" obscure the fact that there 

are a number of varied interests, some opposed to each other, 

within "the state." 

The least controversial issue in 1977 involved "de

coupling" the faulty indexing formula set into place in 1972. 

In effect the 1972 Amendments had double-indexed benefits. 

First, benefits were linked to the Consumer Price Index so 

that if workers wages did not rise at all, their initial 

benefits would be much higher than persons who retired prior 

to 1975, when this indexing took effect. If their wages also 

climbed as an indirect result of inflation, this would place 

them in an even higher initial benefit category. Second, 

benefits for current beneficiaries were increased to keep 

pace with the cost-of-living. 

In 1977, it was decided that benefits would be 

decoupled, and benefits were indexed to wages rather than 
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prices. This had the effect of improving the trust fund 

balance, at least in the short-term. Through indexing, 

Congress was trying to avoid constant review of this aspect 

of Social Security; but in any indexing scheme there was 

considerable room for error. Indexing had assumptions built 

in, and during a highly volatile period, it seemed doomed 

from the start. 

Finally, the 1977 Amendments provided for the 

establishment of a bipartisan National Commission on Social 

Security, to be independent of the executive branch and the 

SSA, composed of nine members who would be responsible for 

on-going review of all Social Security programs and would 

consider all issues related to Social Security. Members 

would be appointed by the president, the House, and the 

Senate. 

After passing the 1977 legislation, Pickle (Texas) 

declared "In passing this bill, we can say to the American 

people that we are putting social security on a sound 

financial basis for the next 25 to 50 years. n15 President 

Carter, in signing the bill into law, stated that "Now this 

legislation will guarantee that from 1980 to the year 2030, 

that social security will be sound."16 

15. Congressional Record, 1983, Vol. 129, p. H964. 

16. Congressional Record, 1983, Vol. 129, p. H964. 
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The increasingly tight coupling of the system is 

evident in the discussions following passage of these 

amendments. critics argued that tax increases would be 

inflationary since "it is an established economic fact that 

most employers pass on payroll tax increases to the consumer 

via higher ·prices. n17 

There are several other important conceptual issues 

that need to be summarized with regard to the events and 

final legislation that emerged in 1977. I will turn to these 

now, examining them in the following order. First, I will 

discuss the importance of the adequacy vs. equity debate, and 

in this context, the cases of government workers and elderly 

advocate groups. This debate was directly related to the 

macroeconomic context, in that increasingly zero-sum contexts 

led to concerns with equity, while prosperity was conducive 

to concerns over adequacy. Second, I will draw out the 

importance of the shrinking autonomy from economic interests 

accorded the SSA and Congress. In this discussion, I will 

address the relevance of bipartisan Commissions, and the 

debates surrounding general revenue financing. 

A distinct move away from" the notions of adequacy, so 

prevalent during the 1950s, 60s, and early 70s, was apparent 

during this period of programmatic retrenchment. The new 

17. Tom Wicker, N.Y. Times article, published in the 
Congressional Record, 1977, Vol. 123, p. 39025. 
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emphasis was on the notion of equity. This was reflected in 

discussions of the crisis in the expectations of the public 

with regard to Social Security. Elliot L. Richardson, Secre-

tary of Health, Education, and Welfare, in tes~ifying before 

the Senate Finance Committee, stated that 

There is no denying that ... more and more citizens 
are bec'oming more and more distrustful of our govern
ment. A major reason for this is . an 
"expectations gap," as rising and totally unrealistic 
expectations outstrip the realistic possibilities of 
fulfillment by our programs. 18 

Emerging from the golden years of the 50s and 60s, Repre

sentative Levitas (D-Georgia) noted in 1977 that 

.. the supplementary nature of social security 
benefits has never been adequately publicized and is 
realized by only a few Americans. All too many 
people work the bulk of their lives confidently 
expecting social security alone or in tandem with a 
pension to maintain them during retirement at their 
same level of living, and by the time they realize 
otherwise, it is too late. 19 

Given that trust funds were dangerously low, groups 

not yet included in the program questioned the equity or 

fairness of being mandatorily included in the system. As 

reported in the 1975 SSA Annual Report, challenges to the 

constitutionality of the program were increasing. 20 These 

charges were leveled by groups who did not want to be 

18. Testimony on February 15,1972 before Senate 
Finance Committee, 1972 Congressional Quarterly Almanac, p. 904. 

19. Congressional Record, 1977, Vol. 123, p. 39027. 

20. Annual Report of the SSA for Fiscal Year 1975, 
p. 11. 
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included but were threatened with compulsory coverage, as 

well as groups who had voluntarily elected coverage and now 

wanted to get out. 

The issue of equity was also relevant for workers who 

were mandatorily covered for most of their working lives. 

For these ~ndividuals, equity referred to the justice inher

ent in a larger group of covered workers being forced to 

remain under an increasingly "leaky umbrella," while small 

groups of government workers were opting out, yet still 

receiving benefits. 

Equity also became relevant during this period 

because of an increasing concern with intergenerational 

fairness. Senator David F. Durenberger (R-Minnesota) founded 

an organization called Americans for Generational Equity 

(AGE) that attempted to rally taxpayers around real Social 

Security reform. The issue here was that in a program that 

only slowly encompassed everyone but began paying benefits 

immediately, early beneficiaries got a much higher return on 

their contributions than did workers who carne into the system 

later. (These could either be workers who were not covered 

originally, or workers born later.) It is for this reason 

that various writers have noted that Social Security, with 

its pay-as-you-go nature, is analogous to an intergenera

tional chain letter. This also meant that workers who carne 

into the program later had a growing sense of entitlement to 
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their benefits. This made cutbacks in benefits much more 

difficult. The focus on increasing taxes rather than cutting 

benefits occurred for several reasons, but the elderly's 

interests largely prevailed. 

A quote from Al Ullman (D-Oregon), Chair of the House 

Ways and Means Committee, illustrates that Congress was 

concerned. with this block of voters. Ullman was concerned 

that Congress might not pass the Social Security bill before 

the Christmas recess of 1977. He reminded his fellow repre-

sentatives that 

We simply cannot vote down a social security package 
when the fund is depleted and go home and say that we 
have responsibly faced up to our responsibilities in 
social security legislation. Just keep in mind that 
a bigger and bigger block of our constituencies are 
senior citizens who have to depend upon social secur
ity as a major part of their retirement program. 21 

The elderly, in arguing their case, stated that 

social insurance represented a pact between generations, and 

that because they had paid into the system they were entitled 

to benefits. They neglected to mention that generally 

speaking, they received far more in benefits than they paid 

in taxes. Their agenda also emphasized "the elderly" as if 

they were a monolithic group. They downplayed the socio-

economic variation that existed in their midst to enhance 

their claims of entitlement and need. 

21. Congressional Record, 1977, Vol. 123, p. 39007. 
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So while adequacy was the key issue in the 50s and 

60s, equity was the key concern in the early and later years. 

It is important to note, however, that the equity discussed 

in the early period (especially the 1940s) centered around 

the equity of being excluded from what was proving to be a 

good deal for beneficiaries. The equity discussed during the 

70s and 80s, however, was the equity of being compulsorily 

included in an ailing program, or intergenerational equity. 

In addition to the equity/adequacy debate, I would 

also like to address the issue of the autonomy of different 

state actors. During this crisis-ridden period, Congress, 

the SSA, and Advisory Councils had less autonomy than they 

had in the 1950s and 60s; no longer could any of them claim a 

monopoly of information regarding Social Security. Because 

of the uncertainty and near-panic surrounding Social Security 

in the late 70s and early 80s, debates were conducted by more 

diverse groups, who presented more diverse methods for deal

ing with the "Social Security crisis." The blank check so 

evident in the 1972 Amendments was replaced by microscopic 

review of the program and how it had gotten into such a pre-

dicament. The Advisory Councils, Social Security Admini-

stration, and Congress were chastised for careless oversight 

of the program as evidenced by the faltering trust funds. 

And although the SSA was strongly opposed to the taxation of 
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Social Security benefits (a radical departure from tradi-

tional policies), this occurred during this period. 

Seeds of doubt regarding the power and authority 

accorded the Advisory Councils, SSA, and certain Congress-

ional Committees were sown in the early 70s. Republican 

members of the Senate Special Committee on Aging had proposed 

an independent, bipartisan Social Security Commission. Their 

proposal stated that 

With all due respect to the distinguished members of 
the 1971 Advisory Council on Social Security, and 
they are truly so, we do not believe such a function 
should be performed on a part-time or intermittent 
basis. Nor do we believe that the Social Security 
Administration, which has responsibility for conduct 
of the system's operation, should be the only source 
of information or the primary source of policy recom
mendations ... [this Commission should] provide 
opportunity for hearing all shades of expert opini~n 

. Social Security is too important to Americans 
of all ages to permit its future to depend on deci
sions by the Federal operating agency, a part-time 
advisory council, and intermittent review by Con
gress. It needs continuous supervision and review by 
a full-time agency independent of the program's 
administrators. The Senate Finance Committee and 
House Ways and Means Committee have in the past done 
a remarkable job on Social Security. It has been 
doubly remarkable in view of their limited staffs and 
their other important legislative responsibilitiesf 2 

Similarly, the Advisory Councils were chastised for their 

careless oversight of Social Security. Representative 

Levitas (D-Georgia) stated that 

22. Senate Special Committee on Aging, Republican 
Members' Proposal for an Independent Social Security Commis
sion, Congressional Record, 1972, Vol. 118, p. 17244. 



One of the problems with the present advisory 
councils is that, not only are they appointed by the 
Secretary of HEW and not by the President, making 
them in-house councils, but all they have done during 
their entire period of existence is to rearrange 
furniture on the deck of the Titanic, and they have 
not done anything at all about the fundamental long
term problems of social security.23 
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The massive expansion of Social Security in the 50s 

and 60s was driven by a strong economy, a powerful and self-

interested bureaucracy, and the relatively isolated opposi-

tion in Congress to the politically expedient proposals set 

forth by the SSA. The aura of omniscience surrounding the 

SSA evaporated in the late 70s. Walter Klint, Chair of the 

Task Force on Social Security for the National Association of 

Manufacturers, argued that problems evident in the mid-70s 

were due to the fact that "the Social Security Administra-

tion, when they made these short-range assumptions, did those 

through a pair of very rose-colored glasses. n24 

Congress was not insulated from criticism that it had 

caused or overlooked the predicament of the program. In 

floor debates surrounding the 1977 legislation, the House 

Ways and Means Committee was criticized for the crisis in 

Social Security. Barber Conable (R-New York), a member of 

the House Ways and Means Committee, retorted that is was not 

23. Congressional Record, 1977, Vol. 123, p. 35269. 

24. House Ways and Means Committee Hearings, "De
coupling the Social Security Benefit Structure," July 23, 
1976, p. 112. 
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just the Committee's problem, but rather could be attributed 

to all of Congress. 

I want to recall to the Members that in 1972, in a 
bill that did not come from the Ways and Means Com
mittee at all but was a Senate amendment to a debt 
ceiling bill, we provided for a 20-percent benefit 
increase with no financing whatsoever except a revi
sion of the actuarial assumptions, and everybody who 
was in Congress at that time participated in that 
wondertul opportunity to provide benefits to people 
without the unpleasant other side of the obligation: 
the financing. 25 

Representative Levitas (D-Georgia) noted an irony with regard 

to Social Security during this period. 

You know, the American people are asking themselves 
this question: If the Commissioner of Social Secur
ity himself is not covered by social security, then 
something must be wrong with the system. If the 
Members of· Congress are not covered by the system, it 
is no wonder Congress has let it become such a mess. 
Would you want to eat dinner at a restaurant where 
the chef would not eat his own cooking?26 

The political difficulty of these decisions was reflected in 

the fact that curtailment took place in non-election years. 

Representative James Burke (D-Florida) noted, "We are unable 

to write a bill this year because 1976 is an election year, 

and I can understand it, being a practical man . [this 

problem will be postponed until] 1977, which I say is going 

25. Congressional Record, 1977, Vol. 123, p. 35238. 

26. Congressional Record, 1977, Vol. 123, p. 35269. 
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to be the year of atonement when everybody will have to face 

the music.,,27 

Major changes were in order, and decisions were no 

longer politically easy. Instead of Congress or the SSA 

making these difficult decisions, bipartisan commissions were 

now utilized to hammer out proposals that were the least 

politically offensive. After Congress enacted the large tax 

increase and substantial change in the wage base in 1977, 

they created a nine-member National Commission on Social 

Security. Commission members were selected by the President 

and Congress, and the Commission was to consider any and all 

alternatives to the Social Security program. Some of the 

possible options suggested for review were substitution of 

the payroll tax by general revenues; mandatory participation 

in private insurance; and/or, a choice of public/private. 28 

The private insurance industry and potential future bene-

ficiaries were to be included on the Commission. It was "to 

be independent of the bureaucracy downtown and not fully 

dependent on the social security system itself.,,29 

27. House Ways and Means Committee Hearings, "De
coupling the Social Security Benefit Structure," July 23, 
1976, p. 113-14. 

28. Congressional Record, 1977, Vol. 123, p. 39027. 

29. Rousselot of California, Congressional Record, 
1977, Vol. 123, p. 35396. 
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This was a drastic change from the authority and 

autonomy granted to the SSA in the 1950s and 60s. Control 

was now removed from their sole purview, and options were 

considered that emanated from many potential adversaries. 

The SSA was less able to control the agenda. Representative 

Levitas (D-Georgia) stated "In many ways the adoption of the 

National Commission on Social Security is revolutionary. It 

is not just another study. It marks a turning point, a 

milestone. The social security system will never be the same 

again."30 The Secretary of Health, Education, and Welfare, 

and the Social Security Administration were very opposed to 

the idea of the National Commission on Social Security, but 

their objections carried little weight against a mass of 

damning evidence. A key example of the SSA losing a battle 

with these commissions was the fact that the SSA and elderly 

advocate groups were vehemently opposed to the taxation of 

Social Security benefits. The bipartisan commission recom-

mended such a change, and Congress enacted it. 

Another reflection of the lessening authority and 

autonomy given to the state bureaucracy was the microscopic 

review given general revenue financing. Here, a key 

difference will be drawn between the overt form of general 

revenue financing (appropriating money from the general 

Treasury to the Social Security trust funds) and the more 

30. Congressional Record, 1977, Vol. 123, p. 39027. 
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indirect forms of general revenue financing that were 

uncovered by review of the program in the 70s and 80s. (See 

Table 6.3 for the extent of general revenue financing.) 

It is worthwhile in understanding this issue to trace 

its historical backdrop. A quote from Representative James 

A. Burke (D-Florida) summarizes the origins of the idea of 

general revenue financing. 

The [1935 Committee on Economic Security's] original 
recommendation included a plan for general fund 
participation by the late 1960s. This recommendation 
was based on several grounds: the system was taking 
on an accrued liability in the form of early year 
retirees who had not contributed for any lengthy 
period; the recognition of broad national welfare 
interests served by a cash benefits program of a 
national scope; the limits to the utility of the 
payroll tax; and, the fact that Government parti
cipation was the prevailing public policy in other 
established foreign social insurance programs 
in the final hours before the submittal to the Con
gress. . in early 1935, the President had deleted 
from the report references to the deficits that were 
anticipated in the late 1960s. The Committee on 
Economic Security, however, had recommended that 
those deficits be met by general revenue contribu
tions, eventually amounting to one-third of program 
costs. The 1938 and 1948 advisory councils both had 
the very same recommendation. 31 

Although overt general revenue financing was advocated by 

labor unions from the inception of the program, the arguments 

for general revenue financing became increasing salient 

during a period of dwindling reserves. This debate was a key 

issue during the mid-70s and early 80s, and it continued to 

be regarded by some as a viable way to prop up the system. 

31. Congressional Record, 1977, Vol. 123, p. 36687. 
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Table 6.3. Reimbursements from general revenues for OASI 
(in millions). 

Calendar Military Special Age-72 Total 
Year Wage Benefits 

Credits 

1937-45 0 0 0 

1946 <.5 0 < . 5 

1947 1 0 1 

1948 3 0 3 

1949 4 0 4 

1950 4 0 4 

1951 4 0 4 

1952-651 

1966 78 0 78 

1967 78 0 78 

1968 156 226 382 

1969 78 364 442 

1970 78 371 449 

1971 137 351 488 

1972 138 337 475 

1973 139 303 442 

1974 140 307 447 

1975 157 268 425 

1976 378 236 614 

1977 385 2 228 613 

1978 384 230 614 
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Table 6.3.--Continued 

Calendar Military Special Age-72 Total 
Year Wage Benefits Credits 

1979 393 164 557 

1980 390 150 540 

1981 534 140 674 

1. During 1952-65, the additional costs arising from mili
tary service wage credits were financed by the OASI trust 
fund. The 1965 Amendments provided that these costs 
would be reimbursed by the general fund over the 50-year 
period ending with 2015. 

2. Includes a $2.7 million one-time payment for the esti
mated costs of granting noncontributory wage credits to 
u.S. citizens of Japanese ancestry who were interned 
during WW II. 

Source: Memo to Staff at SSA from Robert J. Myers, dated 
April 1, 1982, File Folder "Staff Info. File," 
Records of Temporary Committees, Commissions, and 
Boards, NCSSR, Record Group 220, National Archives, 
Washington, D.C. 
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With universal coverage, high tax rates, and high wage bases 

already in place, general revenues were one of the last 

remaining options for Congress. However, it must be remem

bered that Roosevelt, the early SSB, and the later SSA argued 

that general revenue financing would leave the program 

politically vulnerable, and generally avoided making such 

moves themselves. 

AFL-CIO affiliated labor unions and elderly advocate 

groups (e.g., the National Council of Senior Citizens and the 

American Association of Retired Persons) supported general 

revenue financing, while conservatives and business leaders 

were generally opposed. Conservatives claimed that the 

existing system linked benefits to wages, while general 

revenue financing would destroy this relationship and turn 

old-age insurance into a welfare system. While in theory 

this is true, the close relationship between contributions 

and benefits began to be dismantled in 1939, with the intro

duction of survivors benefits. There was actually a great 

deal of general revenue financing occurring, albeit in a 

roundabout way. 

This more indirect general revenue financing took the 

form of the Treasury reimbursing the Social Security trust 

funds for various special benefits--benefits like the special 

aged 72 benefit for those who didn't otherwise qualify for 

Social Security, wage credits posted for World War II 
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military personnel who were not included under coverage, and 

credits to WWII Japanese internees. It also took the form of 

granting income tax deductions for employers' Social Security 

payroll tax costs. The line between general revenues and 

Social Security trust funds was increasingly blurry. The 

fact that indirect general revenue financing was debated in 

Congress at this time reflected the fact that this issue no 

longer remained sacred with regard to Social Security. 

In the careful review of Social Security during this 

period, there were other programs, initiated during the 

expansionary phase, that were now deemed less important than 

the old-age insurance benefits. Many of these more peripher-

al programs were separated from the old-age benefits program. 

Student benefits provide a case in point. A proposal con-

sidered during this time was the phasing out of Social 

Security's student benefits. Added in 1965, Social Security 

benefits were available to persons aged 18-21 who were un-

married, full-time student dependents of dead, disabled, 

and/or retired workers. The cost of these benefits in 1977 

was in excess of $1.6 billion. 32 It was suggested by the 

u.S. Chamber of Commerce that a more appropriate vehicle for 

student aid would be student loans (e.g., the needs-tested 

Basic Educational opportunity Grant), and that Social 

32. Joint Hearings, "Social Security Benefits for 
Students," 1977, p. ix. 
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Security should not be in the business of subsidizing student 

costs. 33 Critics of student benefits argued that insurance 

involved sharing of risks and was not a concept applicable to 

conduct such as attending school. The SSA countered that 

student benefits were not aid to students, but rather income 

to families. It was clear that Congress, in 1965, had under

estimated how many students would apply and how much these 

benefits would cost. 34 This is only one example of how far 

the reach of the SSA extended during the expansion phase. 

Careful review of the program in the late 70s and 80s meant 

that such peripheral programs were deemed redundant, unneces-

sary, and politically indefensible. 

We see here that crises open up debates, which means 

that the autonomy of state representatives or state bureau-

cracies from economic interests generally lessens. In 

addition, the degree of autonomy among state actors varies a 

great deal. In other words, while the crisis of the Great 

Depression may have provided a political opportunity for 

Roosevelt's New Deal reforms, Congress had far less autonomy 

in the early period, and proceeded very cautiously. It may 

well be that the Presidency, given that it is a role that is 

charged with having a separate vision and is occupied for a 

33. House Ways and Means Committee, nDecoupling the 
Social Security Benefit Structure," July 23, 1976, p. 82. 

34. Ibid., p. 3. 
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relatively short period, yields more autonomy from capitalist 

interests than does being a member of Congress. An en

trenched bureaucracy would appear to be even further removed 

from cooptation. It should be pointed out that although any 

given President may have his own particular vision, that vis

ion does not always appear in actual legislation. Reagan's 

attempt to alter Social Security in the early 1980s will be 

discussed in this regard. 

In 1935, Social Security administrators were granted 

some protection and autonomy by a supportive President. But 

this was due to the confluence of an unlikely series of 

events--a massive Depression; a strong, visionary President; 

and a bureaucracy strongly defended by the President, staffed 

with professionals committed to a cause. However, because of 

a more hostile environment in the Congress in the early 

years, even Social Security Board bureaucrats were forced, 

temporarily, to place on hold many of their ultimate plans 

for Social Security. Altmeyer and other Social Security 

administrators used the conscious strategy of incrementalism 

in achieving their far-reaching goals (Derthick, 1979; 

Weaver, 1982). 

In the crisis of the 70s and 80s, given that the 

problem was perceived to be at least partially generated by 

the SSA and Congress, alternative vehicles were necessary to 

repair the damage and point the system in politically 
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In other words, state bureaucratic or 

Congressional autonomy from economic interests was especially 

likely to fade when the entity in question is perceived to be 

part and parcel of the problem. So both the 30s/40s period 

and the 70s/80s period, with the crisis environment pre

vailing, meant that the SSA and Congress were relatively 

overwhelmed by the dimensions of the problems. During these 

volatile periods, these state actors either chose to assume a 

lower profile role (e.g., Congress) or were unable to con

vince others that they should listen (e.g., the SSA's 

credibility gap). 

It was during the more plentiful middle years that 

the state bureaucracy had the most power and autonomy from 

economic interests. This was when the program assumed 

drastic new dimensions, with the addition of disability 

insurance, Medicare, student benefits, military benefits, 

special age-72 benefits, and so on, to name only a few. In 

the mid-1970s, the dilemmas were apparent. High inflation, 

massive unemployment, an increasingly aging-activist society, 

and pressures for more of the same from interest groups, 

presented mutually exclusive demands. Social Security 

legislation touched nearly all aspects of American life. The 

events that occurred in the early 1980s would only serve to 

reinforce these key points. 



The 1983 Amendments 

[With the 1977 Amendments] We said "We have saved 
social security. We will not have to have any more 
social security bailout legislation. Hooray for us." 
We believed the propaganda that was put out then, so 
we all voted for the bill and went home for Christ
mas. Well, as it turns out we did not do anything of 
the kind. Here we are, 63 months later, puckering up 
to "save social security" again. (Representative 
Carl Perkins (D-Kentucky) regarding the 1983 Amend
ments.y35 
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In 1940, the Old-Age and Survivor's insurance trust 

fund had 3,276% of one year's benefits; in 1950 it had 

1,343%. By 1972, it had less than 100% of one year's bene-

fits, and in September 1982, the old-age and survivors 

insurance trust fund had reached its lowest balance since its 

inception. The fund accumulated enough in September of 1982 

to pay checks in early October but had to borrow from the 

disability and hospital insurance trust funds to pay benefits 

in November. By 1983, the trust fund was empty.36 

It was also in 1983 that 36 million Americans we~e 

beneficiaries of Social Security. There were 116 million 

contributing workers and 140 million insured dependents and 

survivors. 37 Social Security represented 28% of the federal 

35. Congressional Record, 1983, Vol. 129, p. 8951. 

36. Representative Paul, Texas, Congressional Rec
ord, 1983, Vol. 129, p. H979. 

37. Congressional Record, 1983, vol. 129, p. 947. 
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budget 38 and it was called "the dominant issue in the 1982 

elections."39 

The 1983 Amendments were analogous to the 1977 Amend-

ments in the sense that they represented retrenchments. The 

difficulty that Congress had in passing these in non-election 

years is testimony to the changing context within which 

Social Security was considered. Chair of the House Ways and 

Means Committee, Dan Rostenkowski (D-Illinois), said "the 

political fences were too high last Congress to make any 

headway against the crisis. Finally, the leaders of both 

parties turned to a bipartisan commission to lift the issue 

above the campaign fray."40 Once again, a bipartisan com-

mission was appointed to make recommendations, while the SSA 

and Congress assumed a lower profile role. 

In this section I will highlight how during times of 

economic crisis state bureaucracies and state elected offi-

cials are forced to consider a wider range of alternatives, 

and that decision-making over outcomes is more widely 

dispersed than in more abundant, less crisis-driven 

environments. The first section will address the economic 

and political context of debates surrounding the 1983 

38. Congressional Record, 1983, Vol. 129, p. H978-9. 

39. Represen ta t i ve Gr amm, Texas, Cong ress iona 1 Rec
ord, 1983, Vol. 129, p. H972. 

40. Congressional Record, 1983, Vol. 129, p. H955. 
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The next section will reiterate several of the 

key issues that are relevant. The adequacy vs. equity issue 

was again an important one, as revealed in Congressional 

debates. For example, in the 1983 Amendments it was noted 

several times that the sacrifices embodied in the legislation 

were fairly well distributed. The final section will assess 

the usefulness of pluralist, neo-Marxist, and neo-Weberian 

arguments. 

In 1980 the National Commission on Social Security, 

appointed during President Carter's term in office, made a 

number of recommendations designed to address both the 

short-term and long-term problems of the system. To solve 

short-run financing problems, the Commission recommended that 

there be interfund borrowing (e.g., between the relatively 

depleted Old-Age and Survivors Trust Fund and the more 

solvent Disability and Hospital ~rust Funds), and an acceler

ation of the scheduled payroll tax increases. For the long

term, they recommended phasing in a later retirement age and 

a later early retirement age (i.e., from 62 to 65). In 

addition, they recommended phasing out the earnings test for 

older workers and encouraging older workers to stay in the 

labor market and receive temporary unemployment rather than 

choosing early retirement. They favored strengthening 

individual efforts to save for retirement, for example, 

through Individual Retirement Accounts. Finally, they 
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recommended that Social Security should not replace existing 

pension plans, but that mandatory universal coverage be 

extended to all workers. For this reason, they noted that 

the option allowing covered government and nonprofit groups 

to withdraw from the program should be terminated and that 

"those groups be encouraged to elect coverage prior to the 

effective date of mandatory coverage."41 

By the early 1980s it was clear to most careful 

observers that Social Security would have to retrench yet a 

second time, but President Reagan and Congress were unwilling 

to dive headlong into the reforms suggested by the National 

Commission on Social Security. Reagan was able to improve 

the trust funds somewhat in the early 1980s through massive 

cuts in the means-tested entitlements. For example, although 

expenditures for these assistance programs represented ap-

proximately 18% of the total benefit payments, cuts in these 

programs enacted in 1981 accounted for 40% of the total 

41. Social Security Bulletin, no date, File Folder, 
"February 10, 1982," in "Correspondence with Commission 
Members, February 10-June 21, 1982," Records of Temporary 
Committees, Commissions, and Boards, National Commission on 
Social Security Reform, Record Group 220, National Archives, 
Washington, D.C. 
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reduction in benefit payments. Relatively speaking, changes 

in old-age insurance benefits went untouched. 42 

In 1981, Ronald Reagan proposed what turned out to be 

very controversial changes in the Social Security old-age and 

disability insurance programs. Reagan advocated elimination 

of the $122 minimum monthly OASI benefit; a larger penalty 

for retirement at age 62; elimination of student benefits at 

ages 18-21; the introduction of a maximum on all disability 

benefits from government sources and more stringent require-

ments to qualify for these benefits; reduction of the maximum 

age for a child to qualify its mother or father for benefits; 

limitation of payment of lump-sum benefits to certain spouses 

and children; elimination of benefit payments for the month 

of entitlement unless it is a full month; and a change in the 

"bend points," which would have essentially lowered the 

overall benefit level over the long-term, i.e., replacement 

rates would change from 41% to 38%.43 These changes would 

have slashed benefits $8 billion in the first year alone. 

The Democratic Party, labor unions, and elderly 

advocate groups lashed out at Reagan's proposals. Democrats 

42. Alice M. Rivlin, Director, Congressional Budget 
Office, testifying before the National Commjssion on Social 
Security Reform, File Folder "August 20, 1982," Records of 
Temporary Committees, Commissions, and Boards, Record Group 
220, NCSSR, Correspondence with Committee Members, July 6-
November 5, 1982, National Archives, Washington, D.C. 

43. "Proceedings," AFL-CIO 1983 Conference Proceed
ings, p. 408, AFL Archives, Washington, D.C. 
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accused the administration of attempting to balance the 

budget on the backs of the elderly, and elderly advocate 

groups urged higher payroll taxes to finance the program. 44 

The International Ladies' Garment Workers' Union resolved to 

fight Reagan. They wrote that 

Workers have every justification to feel that Social 
Security is a sacred contract between them and gov
ernment and that promises of protection when they are 
forced to cease work because of old age, disability 
or death must be kept. This splendid program now 
faces its greatest danger since it came into exis
tence. This arises not from internal weaknesses of 
the Social Security system but from the massive 
assault by the Reagan Administration against it by 
ruthless elimination and wholesale slashing of 
benefits. The Reagan people justify this by alleging 
that Social Security faces imminent bankruptcy unless 
these drastic cuts are made. This allegation is 
false. A simple re-allocation of the total 
Social Security tax among the three funds that make 
it up would solve the immediate problem without 
having to cut benefits at all. It is not Social 
Security that is bankrupt but the policies of the 
Reagan Administration by not doing anything about 
unemplo¥ment which causes the problem in the first 
place. 4 

Faith in the solvency of the trust funds for the 

short-term was based primarily on demographic reality. It 

was projected that there would be a fairly large accumulation 

in the trust funds from approximately 1990-2015 due to two 

key factors. One was that the 1977 Amendments involved a 

sharp increase in the scheduled tax rates. More importantly, 

44. Congressional Quarterly Almanac, 1983, p. 219. 

45. "Proceedings," AFL-CIO 1983 Conference Proceed
ings, p. 412, AFL Archives, Washington, D.C. 
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the number of annual births during the 1920s and 30s was 

relatively small compared to earlier and later periods. With 

fewer individuals drawing retirement benefits from about 

1985-2015 and more baby-boom workers paying taxes, dependency 

ratios would be relatively less burdensome on taxpaying 

workers. 

But the short-term crisis in the trust funds and the 

impact of Social Security on the overall federal deficit 

could not be ignored any longer. This was especially so 

given that Reagan had promised to get the government off the 

people's backs and out of their wallets. Alice M. Rivlin, 

Director of the Congressional Budget Office (a nonpartisan 

Congressional office that advised congress on budgetary 

matters), testified that "If substantial reductions in spend-

ing are to be achieved, changes in areas of the budget that 

have thus far been excluded from major spending cuts--defense 

and pensions--will have to be considered.,,46 Reagan was 

committed to changes in the Social Security program, but in 

the face of a great deal of opposition to his proposed 

cutbacks, he appointed a bipartisan National Commission on 

Social Security Reform (NCSSR). Newly formed in January of 

46. Testimony before the NCSSR, File Folder "August 
20, 1982," in "Correspondence with Commission Members, July 
6-November 5, 1982," Records of Temporary Committees, Com
missions, and Boards, Record Group 220, National Archives, 
Washington, D.C. 
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1982, it was criticized by many as a stalling tactic employed 

by Reagan in an election year. 

The Commission consisted of 15 members, 7 of whom 

were members of Congress. (See Table 6.4 for a list of 

members and their affiliations.) Reagan specified that they 

had to dev~lop a plan that would save $40 billion in the 

unified budget attributed to either benefit cuts or addi

tional income to the Social Security trust funds; they were 

scheduled to make their recommendations by December, 1982. 

Reagan left it up to the Commission to hammer out the 

details of the plan, but many were dissatisfied that Reagan's 

stipulations precluded some solutions to short-term aspects 

of the Social Security crisis. The concern centered around 

the fact that borrowing from the general revenues or direct 

general revenue contributions to the trust funds would not 

affect the unified budget totals, even though they would 

resolve the Social Security trust fund shortfall. 

This Commission, along with its predecessor (the 

National Commission on Social Security appointed by President 

Carter), was substantively different from past Advisory 

Councils. Expectations were that these commissions would 

study all options to Social Security, not just changes within 

the existing framework, and that they would foster widespread 

public debate. Representative Matthew Rinaldo, a member of 

the House Select Committee on Aging, wrote Greenspan that 
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Table 6.4. Members andaffiliations of the National Commis
sion on Social Security Reform. 

Name Affiliation 

Alan Greenspan, Chair 

Bill Archer 

William Armstrong 

Robert M. Ball 

Robert A. Beck 

Barber Conable 

Robert Dole 

Mary Falvey Fuller 

John Heinz 

Martha E. Keys 

Lane Kirkland 

Daniel P. Moynihan 

Claude Pepper 

Alexander B. Trowbridge 

Joe Waggonner 

President, Townsend-Greenspan Co. 

u.s. House of Representatives 

u.s. Senator 

Former Commissioner of Social 
Security 

Chairman of the Board, Prudential 
Insurance Co. of America 

u.s. House of Representatives 

u.s. Senator 

Vice President, Finance, Shaklee 
Corp. 

u.s. Senator 

Former Congresswoman, U.S. House 
of Representatives 

President, AFL-CIO 

u.S. Senator 

u.S. House of Representatives 

President, National Association of 
Manufacturers 

u.s. House of Representatives 

Source: List dated February 3, 1982, Records of Temporary 
Committees, Commissions, and Boards, National 
Commission on Social Security Reform, Record Group 
220, National Archives, Washington, D.C. 



It is my strong hope and recommendation that the 
Commission will decide to open itself to public com
ments, either through hearings or other appropriate 
forums, in order to engage public attention and 
measure sentiment for its mission. I believe 
that in order for recommendations emanating from the 
Commission to gain support in Congress, the public 
must have confidence in the Commission and an 
understanding that it is to find a solution that will 
shore up the system over the long term. 47 
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The political popularity of the Social Security system, so 

obviously present in the 50s and 60s, had been shaken, with 

the result that the Social Security Administration itself 

could not reassure Congress that its recommendations were 

politically and economically most acceptable to the voters. 

The only way to convince Congress that the reforms to emanate 

from the NCSSR were acceptable, was to show that the public 

had knowledge of the dilemma and alternatives, and that among 

these difficult choices, voters preferred certain changes 

over others. The Social Security Administration could no 

longer set the agenda and help to influence the outcome. 

Again, the NCSSR was explicitly charged with consid-

ering all options with regard to reform, including phasing 

out the Social Security program as it was known. Unlike the 

Social Security Advisory Councils, this Commission was 

staffed by and heard testimony from a much broader array of 

personnel in terms of backgrounds, philosophies, and 

47. Letter from Rinaldo to Greenspan, dated May 27, 
1982, "Correspondence of Dr. Greenspan," Records of Temporary 
Committees, Commissions,and Boards, Record Group 220, NCSSR, 
National Archives, Washington, D.C. 



303 

recommendations. For example, one summary of the alternative 

Social Security reform proposals presented to the NCSSR 

included the following: 

1. Complete privatization, with participation being 
compulsory to avoid adverse selection. The 
mechanism for accomplishing this implied that 
current taxpayers would have had to finance two 
retirement systems--one for those who were 
already retired and another for a genuine trust 
fund for their own retirement. 

2. Retain pay-as-you-go as it would suffice until 
baby-boomers retire, so recommended postponing 
any tax increases. When these individuals begin 
to retire, the u.S. would allow massive immigra
tion, or develop policies to encourage fertility, 
to prop up taxes. 

3. Use general revenues to shore up system. The 
major problem with this proposal as noted, is 
that is that it would not lessen the federal 
deficit or the overall tax burden. 

4. Increasing the retirement age in a phased-in 
manner, and increase rewards for choosing to 
postpone retirement. 

5. Mandatory universal coverage to do away with the 
multiplicity of retirement systems, which allowed 
"double-dipping. "48 

While it is true that four of these five options involved the 

Security program as it existed, it is very interesting to 

note that a proposal for privatization was now on the agenda 

as an alternative. And the historically volatile issue of 

48. "Alternative Social Security Reform Proposals," 
by Michael J. Boskin, Stanford University, Prepared for the 
NCSSR, Records of Temporary Committees, Commissions, and 
Boards, Record Group 220, NCSSR, "Correspondence with Commis
sion Members, July 6-November 5, 1982," National Archives, 
Washington, D.C. 
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general revenue financing received a 5 to 4 majority vote 

f rom the NCSSR. The closeness of the vote reflected the 

wariness to move overtly in this direction; but the fact that 

there was majority support for using general revenues when 

faced with all other options was a shift in thinking. 

Another example of this altered economic and 

political context is revealed in a letter from Robert Myers 

to Alan Greenspan dated February 12, 1982. Myers was regis-

tering his opposition to taxing Social Security benefits as 

income, but he felt that Greenspan had to place this on the 

agenda of the NSCCR so that they could "be recognized as 

having been consciously eliminated."49 In the past, legis-

lators or Advisory Council members had the leeway to utilize 

such tactics, but facing new constraints on action, it is 

interesting to note that this was placed on the agenda and 

eventually was approved of in the 1983 Amendments. Advocates 

of Social Security and insiders such as Myers could no longer 

count on the "conscious elimination" of any reforms. 

Perhaps one of the most controversial issues in the 

early 1980s was the proposal to increase the retirement age. 

Elderly advocate groups such as the AARP (which allowed indi-

viduals to become members at the age of 50) lobbied against 

this proposal. Proponents of increasing the retirement age 

49. "Correspondence of Dr. Greenspan," Records of 
Temporary Committees, Commissions, and Boards, Record Group 
220, NCSSR, National Archives, Washington, D.C. 
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argued that this policy would' actually be quite consistent 

with the intent of the original legislation in 1935. The 

Social Security Administration published an article entitled 

"Equivalent Retirement Ages: 1940-2050," which explained past 

and estimates of future data as to equivalent retirement ages 

for different life-expectancy measures. 50 Dr. Alan Green-

span, Chair of the National Commission on Social Security 

Reform, had asked Myers to make this calculation and Myers 

responded that for 1980, age 71 would be analogous to age 65 

in 1940 in terms of life expectancy and number of years 

expected to collect benefits. 51 

Another problematic issue was that of mandatory 

universal coverage. Since the 1977 Amendments only 

recommended studying the issue of mandatory universal 

coverage, various federal, state, local, and non-profit 

workers were not yet covered by Social Security in 1982. 

Robert Myers and the Social Security Administration tried to 

convince federal employees that there were advantages to 

joining the Social Security system. In a memo from Myers to 

50. File Folder, "May 27, 1982," in Correspondence 
with Commission Members," Records of Temporary Committees, 
Commissions, and Boards, National Commission on Social 
Security Reform, Record Group 220, National Archives, Wash
ington, D.C. 

51. "Correspondence of Dr. Greenspan," Records of 
Temporary Committees, Commissions, and Boards, Record Group 
220, NCSSR, National Archives, Washington, D.C. 
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the National Commission on Social Security Reform, he listed 

the following advantages to these employees: 

1. Family benefits, e.g., benefits to spouses and 
children: 

2. 80% of those who leave federal retirement some
time before age 65 choose immediate refund of 
their Civil Service Retirement benefits; thus, 
they have no pension; 

3. Because federal service is not covered by Social 
Security, even though many of these workers have 
some credits toward benefits, these benefits are 
smaller than they would be if they were covered; 

4. Social Security benefits income is tax- free; 
Civil Service Retirement System (CSRS) benefits 
are taxed after they exceed the amount of the 
workers' contributions; 

5. Spouses retain eligibility after divorce under 
Social Security if the marriage lasted 10 years; 
not so under CSRS; 

6. Disability and survivors' benefits are better 
under Social Security; 

7. Two-thirds of all federal workers leave federal 
service without CSRS benefits, while their Social 
Security benefits are diminished because of their 
working in uncovered employment. 52 

The proposal for universal Social Security coverage had the 

support of the National Conference of State Legislatures 

because it would decrease their expenditures for their own 

52. File Folder, "July 6, 1982," in "Correspondence 
with Commission Members, July 6-November 5, 1982, Records of 
Temporary Committees, Commissions, and Boards, Record Group 
220, National Archives, Washington, D.C. 
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separate pension plans. 53 State and local pension plans were 

hurt by the inflation of the 1970s and by the budget cuts of 

the 1980s. These developments made Social Security rela-

tively more attractive to state and local officials than it 

had been in the late 1970s. 

It was not only that some state and local employers 

had changed their minds about the cost-effectiveness of 

Social Security coverage, but also that in a context of 

ailing trust fund reserves, all those included under the 

program (hence, all those paying into the system) were 

potential supporters of mandatory universal coverage. The 

National Association of Manufacturers, the Business Round-

table, and the u.S. Chamber of Commerce actively supported 

mandatory universal coverage. 54 Mandatory coverage in 1982 

was still opposed by workers under the CSRS, and they had the 

support of the AFL-CIO. 

This push to include the few remaining groups not yet 

covered by Social Security reflected the short-term orienta-

tion of Congressional representatives, as well as the use of 

53. Lettergram from NCSL to Greenspan, dated April 
6, 1982, "Correspondence of Dr. Greenspan," Records of Tempo
rary Committees, Commissions, and Boards," Record Group 220, 
NCSSR, National Archives, Washington, D.C. 

54. "NAM Official Policy Positions," 1984, NAM 
Library and Archives, Washington, D.C., and File Folder 
"Correspondence to Dr. Greenspan from NCSSR," Correspondence 
of Dr. Alan Greenspan, Records of Temporary Committees, 
Commissions, and Boards, Record Group 220, NCSSR, National 
Archives, Washington, D.C. 
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mere accounting shifts instead of instituting real, more 

controversial changes. First, by bringing in more workers, 

tax receipts would be increased in the short-run but future 

benefit obligations would also be expanded. Second, this was 

another method of indirect general revenue financing. Given 

that federal agencies were the major "employers" of these 

workers, this meant that general revenues would be required 

to pay the "employer's" half of the payroll tax. Unlike 

private business and industry, these added costs could not be 

passed on to "consumers" since in effect these "consumers" 

were the employer of the federal agencies. Third, the 

overall budget would be adversely affected by lack of funds 

contributed to the CSRS from federal employees, while Social 

Security trust funds would appear to be enhanced in the 

short-run, as a result of universal coverage under the 

program. 

Although the choices to shore up the system were much 

more controversial than were previous decisions regarding 

expansion or benefit increases, there were several smaller, 

less controversial methods proposed to increase the effi

ciency of the system. While these changes were minor, as 

Robert J. Myers often pointed out, millions could be saved 
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through small accounting changes. 55 The SSA proposed and won 

the following changes in the program: separation of the 

trust funds from the general budget; avoiding death-fraud 

payments; maximizing trust fund investment income; crediting 

the trust funds with uncashed checks; disallowing payments to 

felons; interfund borrowing; and agreements with foreign 

countries to integrate pensions. These relatively non-

controversial changes served to enhance the appearance of the 

trust funds in the short-term, and reflect the attempts of 

the SSA to manage the crisis in the trust funds. The impor-

tant point is that with the crisis in trust funds, the state 

bureaucracy assumed a more reactive stance, in contrast to 

their more aggressive pursuit of the expansionary measures of 

the 50s and 60s. 

With these proposals trimming much of the "fat," 

further changes affected the essence of the program as it had 

come to be known. After gradually increasing the retirement 

age, mandating universal coverage, and tightening up the 

efficiency of the program, the choice was now one of either 

reducing benefits or increasing the payroll tax. The options 

chosen reflected well the relative political clout of retir-

ees versus taxpaying workers. 

55. Myers' comment in "The Insecurity of Social 
Security," by David P. Colley, File Folder "NAM," Records of 
Temporary Co~mittees, Commissions, and Boards, NCSSR, Record 
Group 220, National Archives, Washington, D.C. 
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Opponents of benefit cutting were current benefici

aries, AFL-CIO affiliated unions, the AARP,NCSC, and Gray 

Panthers. They argued that benefit cuts constituted a breach 

of social contract, and voiced support for general revenues 

to bolster the trust funds. They accused Reagan and the 

Republican ,party of exaggerating the extent of the "crisis" 

to win support for cuts in other welfare/assistance programs. 

Aside from opposition from the National Taxpayers Union to 

increases in the payroll tax, there was little opposition 

registered with regard to increasing these taxes. 

Although the NCSSR was scheduled to make their 

recommendations by December 31, 1982, a IS-day extension was 

required because members had not yet reached agreement. Alan 

Greenspan, the Republican economist who chaired the Commis

sion was quoted as saying that "All of us swallowed very hard 

and accepted individual notions that we personally could not 

actually support."56 The NCSSR made their recommendations 

after a 12-3 vote in mid-January of 1983. The Commission 

"agreed to disagree" on how to solve the projected Social 

Security shortfall in the early 21st century when the baby 

boom generation would begin to retire and dependency ratios 

became even more onerous. 57 

56. Congressional Quarterly Almanac, 1983, p. 221. 

57. Congressional Quarterly Almanac, 1983, p. 221. 
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There was opposition to certain NCSSR recommenda

tions from various sources. Both the National Council of 

Senior Citizens (NCSC) and the American Association of 

Retired Persons. (AARP) were opposed to the proposed 6-month 

delay in the cost-of-living adjustment. The National Federa

tion of Inoependent Business and the National Taxpayers Union 

objected to the payroll tax increase. The AARP, NCSC, Gray 

Panthers, AFL-CIO, National Center on Black Aged, and 

National Taxpayers Union objected to the taxation of 

benefits. 58 

A number of influential individuals who served on the 

Commission (e.g., AFL-CIO President Lane Kirkland, NAM 

President Alexander Trowbridge, Claude Pepper, and Robert 

Dole), in addition to key party leaders (e.g., Ronald Reagan 

and Thomas P. O'Neill), publicly stated their support of the 

package, and rallied their supporters around the delicate 

political compromise. According to the Congressional 

Quarterly Almanac, "The widespread endorsement of the 

commission's package gave members of Congress--queasy about 

making any unpopular changes in Social Security--a relatively 

painless way to take the necessary, but politically difficult 

steps to keep the system from going broke" (1983: 222). 

Another method for garnering the consensus in the House of 

RepresentativGs was the Rules Committee's decision, once 

58. Congressional Quarterly Almanac, 1983, p. 222. 
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Members of the 

House were allowed to vote on only two amendments to the 1983 

legislation, and general floor debate was limited to four 

hours. The two amendments allowed for consideration were the 

Pepper Amendment, which recommended higher tax rate in

creases, and the Pickle Amendment, which raised the normal 

retirement age. Those opposed to the provision disallowing 

further amendments called this a "gag rule."59 It was, quite 

simply, one more reflection of the delicate nature of Social 

Security legislation in a crisis environment. 

Based on the recommendations of the bipartisan 

National Commission on Social Security Reform, the 1983 

Amendments made a number of important changes. Scheduled tax 

rate increases were speeded up, and cost-of-living adjust

ments were delayed 6 months. To offset the 1984 payroll tax 

increase, employees were allowed a .3 percentage point tax 

credit. In effect, workers were required to pay 6.7 percent, 

with general revenues reimburSing the trust funds for the 

remaining .3 percent. 60 

There was an increase in the tax rate paid by the 

self-employed; they now paid the combined employer-employee 

rate of tax. However, the self-employed were given a tax 

20. 

59. congressional Record, 1983, Vol. 129, p. 947-48. 

60. Congressional Quarterly Almanac, 1983, p. 219-
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credit to offset this increase, again, an indirect form of 

general revenue financing. And for the first time in the 

program's history, benefits were taxed for certain groups. 

Upper-income beneficiaries would have up to one-half of their 

benefits considered taxable income. This was a major defeat 

for SSA bureaucrats. 

After years of debate and study, all federal civilian 

employees hired after December 31, 1983, current and future 

members of Congress, the President, Vice President, federal 

judges, all new employees of the judicial branch, and all 

employees of nonprofit organizations would be mandatorily 

covered by Social Security. Any deficit in the Civil Service 

Retirement System trust funds as a result of lost contribu

tions of federal workers would be made up through general 

revenues. A provision was also included to eliminate the 

problem of "double-dipping." 

State and local governments were prohibited from 

withdrawing from the system, and those who had previously 

withdrawn from the system were allowed to return voluntarily. 

State and local governments were also required to transfer 

all withheld payroll taxes over to the Treasury more quickly 

than they had in the past. 

There was a one-time credit made to the Social 

Security trust funds in the amount of $1.3 billion, for the 

value of Social Security checks issued by the Treasury but 
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never cashed; previously, these amounts were credited to the 

Treasury's general revenue fund. Social Security was removed 

from the unified federal budget beginning in 1992, and until 

then, Social Security income and expenditures were to be 

shown as a separate portion of the budget. 

Interfund borrowing was allowed through 1987. The 

Secretary of HEW was now allowed to contract with the states 

to receive death certificate information to avoid death fraud 

losses, and a notice was printed on all Social Security 

checks that cashing the checks issued to deceased individuals 

was a felony. Benefits were restricted for convicted felons, 

and for survivors and/or dependents of non-resident aliens. 

To improve the long-term outlook of the system, 

Congress approved a gradual increase in the age of retirement 

with full benefits from age 65 to 67 by the year 2027. Al-

though workers would still be entitled to retire early under 

these Amendments (i.e., at age 62), their benefits would be 

reduced even more than under prior law. 61 These changes were 

justified by citing the increase in life expectancy since 

1935. 

The 1983 Amendments also encouraged later retirement 

by increasing the bonus for delaying retirement past age 65. 

The earnings test, used to determine benefits of workers aged 

61. "Social Security Programs in the United States," 
in the Social Security Bulletin, January 1986, Vol. 49, 
No.1, p. 9. 
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65 or over who continued to work, was liberalized. Under the 

previous law, those aged 65-70 had their benefits reduced $1 

for each $2 they earned over $6,600. The 1983 Amendments 

changed this to $1 for each $3 earned, effective beginning in 

1990. The reasoning behind the 1990 date was that current 

trust funds could not bear the short-term costs of the 

liberalization. (It was estimated that repeal of the earn

ings test would cost $7.5 billion over a five-year period. 62 ) 

Overall, this liberalization of the earnings test had the 

effect ·not of lowering costs, but of increasing trust fund 

revenues because working individuals contributed a payroll 

tax. 

Cost-of-living adjustments were to be based on the 

lower of CPI or wage increases. And finally, investment 

policies were changed to maximize interest received from the 

trust funds, again a form of general revenue financing since 

interest income from government bonds was paid from the 

Treasury to the Social Security trust funds. 

The 1983 reforms raised a total of $168 billion for 

calendar years 1983-89. 63 It was double what Reagan had 

requested. 64 According to estimates, approximately one-third 

62. Ibid. 

63. Congressional Quarterly Almanac, 1983, p. 221. 

64. Congressional Quarterly Almanac, 1983, p. 425. 
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of this $168 billion would come from general revenues in the 

form of tax credits and deductions, or direct transfers from 

general revenues. It is interesting to note that the Reagan 

budget for 1983 called for Social Security tax increases of 

$11.7 billion in fiscal 1984, $12.5 billion in fiscal 1985, 

and $63 billion in fiscal 1986. Included in these were 

increases in Social Security payroll taxes, new taxes on 

Social Security benefits, higher contributions to CSRS, and a 

proposal to tax employees on health insurance premiums. 65 

The 1983 Amendments reinforce several key concepts 

discussed in regard to the 1977 Amendments. I would like to 

reiterate several of these. First, I will address the 

adequacy/equity debate in regard to the 1983 Amendments. 

Equity became a major issue in the late 70s and early 80Si 

here the case of the elderly and employment will be 

discussed. I will argue that the emerging trend toward 

encouraging the elderly to work reflects the importance of 

equity in a period of crisis or retrenchment. Encouraging 

the elderly to work can be justified as consistent with the 

original intent of the 1935 legislation, as well as being 

good for the system and good for the elderly. 

Following this, I will discuss the notion of the 

relative autonomy of the state. Here, I will reiterate that 

the bipartisan National Commission on Social Security Reform 

65. Ibid., p. 432. 
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and indirect general revenue financing reflected the highly 

constrained options that were evident. Given that both 

Congress and the Social Security Administration were rela

tively powerless to either control the agenda or influence 

the outcome, it was the more powerful interest groups that 

were successful in having their agenda at least partially 

met. 

The final section of this chapter assesses the 

utility of pluralist, neo-Marxist, and neo-Weberian theories 

on the relationship between state actors, representatives of 

capital (at various levels), labor unions, the public, and 

special interest groups. I will conclude by arguing for 

theoretical frameworks which squarely situate political 

events in their appropriate macro-economic context, as well 

as addressing organizational-level dynamics. In other words, 

we need more meso-level specification of notions such as the 

state, capital, labor, and the public. Different subsets 

under these more abstract notions behave very differently. 

With regard to the issue of equity assuming greater 

importance than that of adequacy, the treatment of employment 

and the elderly is highly relevant. Raising the retirement 

age and increasing the amount allowable under the earnings 

test are important developments in the history of the program 

when it is recalled that during the 1930s, a key factor in 

the initiation of the program was high Depression-era 
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unemployment rates. Social Security was viewed as a 

relatively acceptable method of moving large numbers of 

individuals out of the labor force in 1935. Labor unions 

were instrumental in making sure the original legislation 

included an earnings test. Indeed, the two key forces behind 

the earnings test were the AFL-CIO affiliated unions, which 

have favored some restrictions on earnings, and the prohib-

itive costs to the trust funds of repealing the test. 

Historically, the earnings test had been one of the 

most unpopular features of the program, with elderly advocate 

groups drastically opposed to it. Further, many independent 

professionals who continue to work after age 65 and various 

conservative representatives have recommended repeal of the 

test. Senator Barry Goldwater (R-Arizona), recommending 

repeal in 1972, stated that 

Social Security payments are not gratuities 
from a benevolent central government. They are 
essentially a repayment of our own earnings. 
As the program was first reported by the Committee on 
Ways and Means in 1935, there was no earnings test at 
all. Thus, a repeal of the test today would restore 
the program to its original form. . . . The earnings 
test is wrong morally because Social Security should 
not be a contract to quit work. It is wrong logic
ally because the person who is penalized is often the 
one with the greatest need for more income than his 
Social Security benefits can provide. 66 

In light of the equity issue, this quote is interesting for 

several reasons. It was viewed as unfair that Social 

66. Testimony on January 31, 1972 before the Senate 
Finance Committee, 1972 Congressional Quarterly Almanac, p. 902. 
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Security beneficiaries were required to quit work in order to 

collect benefits. Note the reiteration of entitlement to 

benefits. But Social Security benefits, for most indivi-

duals, were much more than a "repayment" of their earnings. 

Second, given the context of the Great Depression and the use 

of Social Security to ease unemployment, some disincentive to 

continue work was eventually written into the 1935 bill in 

the form of an earnings test. It was viewed as the fair or 

equitable route. But in the context of retrenchment and a 

shrinking minimum-wage labor market, with a great deal of 

stratification among the elderly, the earning test was viewed 

as fair game for revision. 

The labor market during the late 70s and early 80s 

had changed drastically. During the 1970s, the civilian 

labor force grew 2.5% annually as the baby boom reached 

maturity, the Vietnam War ended, and women entered the labor 

force en masse. However, the end of baby boomers swelling 

the labor force, slower increases in women's labor force 

participation, and defense mobilization mean that the civi-

lian labor force will grow at only 1.2% annually until 1990, 

and only 0.8% from 1990-1995. 67 With lower fertility levels 

67. "New Retirement Policy Could Help Us Shift 
Paths," by Lawrence Olson, Manager, Public Economics Service, 
Data Resources Inc., in the U.S. Chamber of Commerce Washing
ton Report, Tuesday, May 4, 1982, File Folder "General--No
response Correspondence to Robert J. Myers," Records of 
Temporary Committees, Commissions, and Boards, Record Group 
220, National Archives, Washington, D.C. 
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(hence a shortage of younger minimum-wage workers) and a 

fiscal crisis in the Social Security trust funds, policy-

makers viewed increasing the retirement age and liberalizing 

the earnings test, which both encourage employment of the 

elderly, as justifiable. 

In .addition, in the mid-1980s, Social Security 

Commissioner Dorcas R. Hardy complained to Reagan that some 

Social Security beneficiaries tried to circumvent the 

restriction by not reporting income to the government, and 

that in this way the test "has driven a large underground 

economy. "68 Dr. Otis R. Bowen, Secretary of Health and Human 

Services, claimed that repealing the test would be "both good 

policy and good politics" because it would be "popular among 

elderly voters," would eliminate a work disincentive, and 

would bolster the economy by retaining skilled workers. 69 

In an increasingly zero-sum economic context, equity 

was an important issue. The crises of the origins phase of 

Social Security and this period of retrenchment created win-

lose dilemmas, while prosperity created win-win situations. 

The 1983 Amendments also showed that during periods of crisis 

the state bureaucracy had to rely more heavily on its estab-

lished constituency of beneficiaries to "carry the flag." 

68. Hardy, as quoted in "Bowen wants to end Social 
Security's limit on earnings," by Robert Pear, in the Arizona 
Daily Star, November 29, 1987, p. 6. 

69. Ibid. 
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The Social Security Administration and Congress were clearly 

in no position to take strong stands on the issues, and 

politically insulated bipartisan commissions framed the 

legislation. I have pointed out that the action was not 

within the bureaucracy, primarily because they had lost much 

credibility. President Reagan was unable to implement his 

proposed Social Security reforms and was essentially forced 

to return to a bipartisan commission. 

part, welcomed the bipartisan option. 

Congress, for its 

Given that the debates were more wide-ranging with 

regard to alternatives, and given that the program's problems 

were relatively well-aired, I suggest that this Commission, 

like its predecessor, was substantively different from 

earlier, more compliant Social Security Advisory Councils. 

Neither the President, SSA, nor Congress were able or willing 

to stack the deck as occurred with Roosevelt and the original 

Advisory Council. 

It is also relevant that of all options considered by 

the NCSSR, indirect general revenue financing was pursued 

even further. Although Congress had studiously avoided 

pressures to institute overt general revenue financing, the 

reforms of 1977 and 1983 were, in effect, to accomplish just 

such a change. The tax deduction given to employers, em-

ployees, and self-employed for a portion of their Social 

Security contribution was, in essence, a form of indirect 
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general revenue financing. In effect, monies were being 

pumped into Social Security, out of general revenues. As 

discussed earlier, the special age 72 benefit, WW II military 

wage-credits, WW II Japanese-American "prisoners of war" 

credits, and the 1983 coverage of federal workers meant that 

general Treasury funds were being used to pay Social Security 

benefits. 

The discovery and discussion of this indirect general 

revenue financing in the meticulous review of the program 

conducted during the late 70s and early 80s reflected the 

increasing concerns surrounding Social Security. The fact 

that more and more general revenues were used to prop up the 

program revealed just how unwilling Congress was to offend 

the many interests that had coalesced around this cash-

benefits program. 

The fact that the NCSSR did consider privatization, 

but that it did not appear to be a politically viable option 

in 1983, also reinforces the notion that Social Security 

remained a relatively inviolable institution. House Repre-

sentative Paul (R-Texas), addressing House members prior to 

enactment of the 1983 Amendments, castigated the reforms 

Congress was about to enact by saying 

Anyone espousing the idea of making social security 
voluntary--not to mention phasing the program out 
altogether--is labeled an enemy of social security 
and our elderly. The real enemies of our present and 
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future elderly, however, are those who continue to 
call this pay-as-you-go scheme security.70 

Assessment of Pluralist, Neo-Marxist, 
and Neo-Weberian Models 

We can use the above discussion of the Social Secur-

ity to uncover the strengths and weaknesses of pluralist, 

neo-Marxist, and neo-Weberian theories. I will argue that 

while all are useful in some contexts, they leave important 

questions unanswered. I will discuss each as they relate to 

events surrounding Social Security in the 1970s and 80s. 

Finally, I will reassert an alternative view of these 

developments. 

There are several issues discussed that are relevant 

to a pluralist framework. Pluralists imply that multiple 

centers of power exist, and that most interests are repre-

sented in policy debates. Ironically, perhaps, pluralist 

notions fit crisis periods better than they do the context of 

stability and a focus on the status quo. This is because 

political debates are opened up, hence negotiation is more 

likely. Once issues or problems were discovered in the way 

the Social Security bureaucracy had been doing business, it 

provided the impetus for further review and study. As this 

review process was carried out, less was sacred, especially 

when the observers were "outsiders." Critics bf the program 

70. Congressional Record, 1983, Vol. 129, p. H980. 
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began to discover and publicize Social Security's shortcom

ings. The political momentum was such that careful review of 

the program was legitimated and mandated. Equity was empha

sized, Social Security benefits were taxed, and taxpayers 

began to organize to protest the high tax rate. 

It ,was during periods of crisis that interest groups 

were more likely to register their opinions, partially 

because of increasing information circulating about the 

program and possible alternatives. This had very little to 

do with whether or not these groups were successful. So, for 

example, outraged and overloaded taxpayers ,organized into the 

National Taxpayers Union and Americans for Generational 

Equity. Neither group was successful in opposing the mass

ive increases in both Social Security and income taxes (that 

would eventually go into the Social Security trust funds). 

But it was during this period of crisis that various groups 

organized and began their efforts to influence legislative 

outcomes. 

It was for these reasons that there was renewed 

emphasis on equity as opposed to adequacy in the debates 

surrounding Social Security. Given the crisis, and given 

heightened awareness of the general outlines of the program, 

equity became a key concern. 

Another example of the relevance of compromise and 

negotiation was that bipartisan commissions had better 
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representation than did many previous Advisory Councils in 

terms of being independent of the SSA. Many interests were 

represented on these commissions and they were indeed 

"revolutionary." 

Pluralists also b~lieve that the state is primarily 

an arena wherein competing interests fight their battles. It 

was also during this period of retrenchment that the state 

became more of an arena. The SSA was no longer where the 

action occurred and much of their authority had faded. 

Likewise, Congress wanted to avoid the politically charged 

retrenchments that were required. President Reagan learned 

quickly just how inviolate Social Security was. Given that 

the changes required were win-lose (rather than the win-win 

nature of changes during the expansion phase), most elected 

officials steered clear of setting policies or priorities. 

Actors within the state, both at the level of elected offi

cials and appointed bureaucrats, were somewhat paralyzed. 

"The state" had become more of an arena. 

While pluralist theory may apply during periods of 

crisis, it has several weaknesses or blind spots. It is not 

very helpful in explaining how or why groups organize; 

organizational theory provides some valuable insights here. 

For example, even though taxpaying workers represented an 

obvious interest group when discussing Social Security, I 

argued that Gary Becker's notion of the relative size of 
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interest groups does indeed matter. Increases in taxes 

yielded quite large returns because of the number of workers 

involved; yet for any individual taxpayer the burden began as 

a relatively light one. In addition, tax increases were 

incremental, and social class and racial divisions made it 

hard to organize such a diverse group. All these factors 

help to explain why some groups are unable or unlikely to 

register their political opinions effectively. 

In addition, interest groups are more likely to 

coalesce around perceived infringement of their rights than 

they are around issues of getting more of some particular 

benefit. For example, the 70s and 80s stirred interests with 

threats of cuts or higher taxes. While not all of these 

interest groups could be considered equally influential in 

this period of retrenchment, they did organize and testify in 

the Congressional debates. Similarly, during the 1930s, 

Social Security was considered an infringement on rights and 

an added, possibly unconstitutional, tax. The program was 

highly controversial in the early years. Conversely, the 

expansion of the 50s and 60s lulled many interest groups into 

complacency. Tax rates were relatively low, benefits were 

relatively high, and the SSA and Congress were given a 

relatively free hand to determine the directions and scope of 

Social Security. 
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Pluralist theory is also less than helpful in under

standing how options in the political arena shift depending 

on the economic context. For example, the pluralist focus on 

compromise overlooks the fact that during periods of crisis, 

negotiation may occur over an agenda that would not normally 

be considered. In many ways, crises change the political 

calculus on which political alignments are structured. In 

the origins period, I discussed radical flank effects and how 

the Townsendites forced Congress to take action. By pressing 

the outer limits of the agenda, options that may have been 

considered less acceptable during periods of calm are now 

viable considerations. 

The point here is that even during the 70s and 80s 

period of retrenchment, the game was not entirely zero-sum. 

More politically powerful interest groups like the elderly 

(e.g., the AARP and NCSC) won out over taxpayers, as 

evidenced by the expanding use of indirect general revenue 

financing. This was a result of the dynamics of relative 

size and the elderly's ability to deliver the vote. 

Accounting shifts and cutting back in peripheral or more 

obscure parts of the program were also common. 

Power remained a key variable in legislative out

comes. If it weren't for the influence of elderly advocate 

groups, the review provoked here may have produced real cuts 

in benefits rather than just taxation of benefits for certain 



328 

beneficiaries. It is clearly not in the best interests of 

younger workers to continue financing the Social Security 

system through use of indirect general revenues; this merely 

obscures the impending crisis. Nearly all observers predict 

disaster when baby-boomers begin to retire. And while some 

may be comforted by the idea of more liberal immigration 

policies and government policies that encourage fertility (as 

bolstering the taxpaying workforce), the overall picture 

remains dire. Forty percent of American workers pay more in 

Social Security taxes than they do in federal income taxes, 

and yet the National Taxpayers Union, an organization that 

addresses this issue, only has 150,000 members. 71 Clearly 

differences in power and influence need to be addressed. 

Pluralism is not very helpful in explaining these differ-

ences. 

Neo-Marxist models which emphasize how economic 

factors shape political environments provide useful insights 

into developments regarding Social Security legislation. The 

three periods I have addressed are essentially three unique 

economic contexts. Legislation that evolved in each of these 

contexts was likewise unique because of the opportunities 

provided or constraints imposed by economic factors. This 

71. Congressional Record, 1977, Vol. 123, p. 39142, 
and the Encyclopedia of Associations, Katherine Gruber (ed.), 
21st edition, Volume 1, 1987. 
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framework provides an essential foundation for the develop-

ments with regard to Social Security. 

However, Neo-Marxist models are also misleading as 

currently articulated. O'Connor's argument overlooks several 

important developments. First, various organizations viewed 

Social Security as a way to socialize costs, not simply 

monopoly capital. In a letter dated March of 1982 to Alan 

Greenspan, Director of the National Commission on Social 

Security Reform from Frank S. Swain, Chief Counsel for 

Advocacy of the U.S. Small Business Administration, Swain 

wrote that "For much of small business, Social Security 

represents the only retirement benefit to which a company can 

afford to contribute."72 Certainly this organization repre-

sents competitive capital and yet they too benefited from 

Social Security legislation. Of course, this does not negate 

that NAM and the U.S. Chamber of Commerce were important 

forces behind the expansion of the 50s. 

And while some representatives of big business and 

large industries welcomed Social Security expansion in the 

1950s, there is evidence in the 70s and 80s that many 

believed Social Security had grown too quickly. Even though 

business and industry could write off some of the tax as a 

72. Copy of letter dated March 31, 1982, File Folder 
"General--No Response Correspondence to Robert J. Myers," 
Records of Temporary Committees, Commissions, and Boards, 
National Commission on Social Security Reform, Record Group 
220, National Archives, Washington, D.C. 
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business expense, there was growth in non-taxable fringe 

benefits. This was partially the result of AFL-CIO unions 

bargaining for these benefits, but it was also a way for 

monopoly capital to avoid paying any Social Security taxes. 

Another method to avoid what had become very burden-

some Social Security taxes was for monopoly capital to move 

their more labor-intensive industries to other countries. 

Some Congressional representatives argued that the relatively 

high Social Security tax rate imposed on employees and 

employers was a major factor in the flight of capital from 

the u.S. to foreign countries. (In many foreign nations, 

labor costs were lower and Social Security programs were 

often financed by a tax split into thirds--one third each for 

employers, employees, and the government.) Others argued 

that high Social Security contribution rates encouraged capi

tal to substitute machines for people whenever feasible. 73 

My point here is that although monopoly capital may have been 

able to socialize costs through Social Security, it may have 

backfired on them, providing an inducement for them to move 

their operations to foreign countries. Social Security pro-

grams were not the only method of socializing costs. While 

representatives of monopoly and competitive capital were able 

to adapt to the new rules and have some influence on the 

73. Senator Riegle, Congressional Record, 1977, Vol. 
123, p. 39150. 
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substance of the laws, it is gOing too far to suggest that 

they were all-knowing, entirely rational, and aggressive in 

sponsoring the expansion of Social Security. 

With regard to neo-Weberian notions of the relative 

autonomy of the state from capital's interests during periods 

of crisis, this chapter is highly relevant. The notion of 

relative autonomy is an interesting one but is flawed in two 

regards. 

First, I have argued that the typical notion of state 

autonomy is exactly the reverse of what occurred with Social 

Security when looking at Congress and the early Social Secur

ity Board. That is, these state actors had more autonomy 

from economic interests during periods of economic expansion 

than they did during periods of crisis. Prosperity was 

conducive to freedom and lack of constraint. It was during 

the 50s and 60s that programs antithetical to capital's 

interests were passed: disability insurance, Medicare, and 

general expansion of smaller benefit programs. Disability 

insurance (which was opposed by the private insurance 

industry) and Medicare (which was orginally opposed by the 

AMA) offended two of the most well-organized, powerful 

interest groups in washington. These powerful capitalist 

lobby groups were vehemently opposed to the addition of these 

programs, and yet they passed. In retrospect, these groups 

were able to turn these programs into economically productive 



332 

ones for themselves (e.g., Medicare is now generally con-

sidered a boon for doctors) but they did not foresee this 

advantage. Likewise, the move toward concerns with the 

"adequacy" of benefits (which essentially redistributed 

income), and the addition of many smaller benefit programs 

were accomplished in this more prosperous, less crisis-driven 

environment. 

In the late 70s and early 80s, most power, influence 

and authority was removed from state bureaucratic and elected 

officials' hands. Specifically, the Social Security Admini-

stration and Congress were relatively impotent to make the 

politically difficult decisions that were made in the late 

70s and early 80s. Bipartisan commissions were charged with 

developing the outlines of reform, and membership of these 

commissions represented more diversity than did the members 

of past Advisory Councils. Awareness of problems was 

heightened, the political debates were far-ranging, and more 

drastic proposals (e.g., taxing benefits), were proposed, if 

not passed. 

The second flaw inherent in most discussions of state 

autonomy is that they neglect to specify which state actors 

they are discussing. I argue that the failure to specify 

this important dimension is what led to the above erroneous 

conclusions regarding state autonomy. I have argued that the 

state autonomy attributed to the origins phase of Social 
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Security referred primarily to the case of President Roose

velt and was not nearly as evident for the Social Security 

Board and Congress. The state bureaucracy and state repre-

sentatives were originally required to move in slow, cautious 

steps. Although many in the early Social Security Board 

wanted general revenue financing, and disability and health 

insurance, they were forced to wait until the economic 

climate was such that these programs could be fiscally 

justified. The Social Security Board put their ultimate 

aspirations on hold, and Congress consciously avoided passing 

Social Security legislation in election years in the 1930s. 

Congressional debates were much more prolonged and divided 

than in the 50s and 60s. 

The key issue here is that there are different 

pressures and different opportunities evident in the roles of 

President, Congressional representative, and state bureau

c rat. Wh a tis a va ria b 1 e (i. e ., d iff ere n t s tat e act 0 r s) is 

treated as though it were a constant (i.e., the state). So 

while the President and Congressional representative are both 

elective positions, term in office, authorities vested, and 

visibility of roles vary greatly. As seen here, state 

bureaucrats are an entirely different category, and depending 

on the political climate, can either assume a lesser or 

grander part in the political debates. 



334 

In conclusion, there are several findings from this 

period that are relevant to theory construction. First, it 

is essential that sociologists do longitudinal work that 

explicitly locates political action in its appropriate 

economic context. Macroeconomic factors constrain political 

debates and outcomes. Second, within different economic 

contexts it is important to clarify the organizational actors 

and role-related issues. For example, there are different 

dynamics evident in elective versus non-elective positions. 

I have argued that to do otherwise has led us to misspeci

fication of the relationships between different actors in the 

political process. Third, organizational theory provides 

important insights into many of these processes. The program 

has, in many ways, assumed a life of its own. The notion of 

equity in the 70s and 80s called for mandatory universal 

coverage. But in the context of programmatic and fiscal 

instability, this coercion was politically difficult. I have 

discussed the increasingly tight coupling of the Social 

Security program and the economy. So, for example, linking 

Social Security benefits to the CPI, while utilizing indirect 

general revenue financing, essentially amounted to increased 

deficit spending. This in turn, fed inflation, which in

creased Social Security benefits COLAs. Finally, another key 

question regarding Social Security legislation is partially 

answered by organizational theory. That is, why were 
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increasingly burdensome Social Security taxes unopposed by 

workers? Here I discussed the dynamics of relative size and 

the incrementalism of the tax increases. The relative size 

of the two interest groups (i.e., workers and beneficiaries) 

suggests that cuts in benefits will become increasingly 

common in the years ahead. 



CHAPTER 7 

CONCLUSIONS 

I have a sense of deja vu as we debate this bill 
today. . The words of Santayana come to mind: 
"Those who disregard the past are bound to repeat 
it." (Representative Elliott Levitas, (D-Georgia) 
regarding the 1983 Amendments.)l 

Senator Carl T. Curtis, (R-Nebraska): "What assurance 
do the future beneficiaries have that they will 
ever get their benefits?" 

Social Security Commissioner Cohen: "The assurance 
is that a particular generation of taxpayers will 
tax themselves to pay for it.,,2 
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I began this project with both theoretical and 

substantive questions regarding legislative changes in Social 

Security. In this final chapter, I would like to summarize 

the key points presented thus far, and also suggest some 

possible outcomes for the future of Social Security old-age 

insurance. While the theoretical questions are of interest 

to many sociologists, the substantive questions are relevant 

for all Americans. First, I will reiterate the problems 

inherent in current sociological theorizing regarding the 

welfare state, and why organizational theory provides a 

1. Congressional Record, 1983, Vol. 129, p. H974. 

2. Congressional Record, 1977, Vol. 123, p. 36470-
71. 
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Following this, I will address the 

future of old-age insurance in the United States. 

I have argued that pluralist, neo-Marxist, and 

neo-Weberian theoretical frameworks all have significant 

flaws. Pluralist and neo-Marxist theories were faulted for 

not accounting for the effects of Social Security and the 

bureaucracy on the political and social environment. Once 

entrenched, the SSA was a powerful force in advocating and 

justifying program expansion. Another manner in which the 

institutionalization of Social Security has acted back on the 

broader environment is that over time, expectations have 

changed regarding the program. Social Security changed 

people's way of thinking of aging and retirement. And while 

the neo-Weberians allow for some autonomous state activity, 

their conceptualization of this process is misleading. 

The pluralist notion of political power as readily 

accessible to all organized groups is clearly overstated, 

especially with regard to Social Security legislation in the 

1930s. The degree to which Roosevelt and his hand-picked 

lieutenants shaped the direction of Social Security does not 

accord with the pluralist image of outcomes negotiated 

between a myriad of relatively equal political actors. The 

oversight of this dynamic is largely related to the plural

ists' conception of the state as a neutral arbiter. 
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Interested actors within the state (e.g., Roosevelt, 

the early SSB, the SSA, Congress, and the Treasury Depart

ment) have been able, at various times, to shape Social 

Security legislation. The pluralist view that state actors 

simply absorb and respond to what outsiders demand ignores 

the fact that state actors often bring to the political 

debates unique perspectives of their own. And as political 

insiders, with ready access to each other, important infor

mation, and other political resources, they often have an 

advantage over political outsiders. It was true that 

political outsiders, such as the unemployed and the Town

sendites, were important voices in the call for change. But 

in the case of Social Security, it was a very diffuse, indi

rect pressure. It was not the equal sharing of power wherein 

all interests had a role in writing the actual legislation. 

Similarly, pluralists do not account for the dynamic 

whereby interests coalesce around existing 

making negotiation and compromise less likely. 

legislation, 

It was in the 

absence of these counterbalancing forces that legislation 

such as the 1972 Amendments could occur. 

Neo-Marxist arguments were criticized as assuming too 

much foresight and rationality on the part of representatives 

of business and industry. James O'Connor maintains that 

powerful economic interests sought Social Security legisla

tion as a way to socialize the costs of an inefficient mode 
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of production. But there are two issues that are obscured by 

such an argument. First, during the origins of Social 

Security, there was a great deal of dissension existing among 

representatives of business and industry. State actors more 

actively co-opted supportive representatives of capital 

(e.g., the early Business Advisory Council) rather than the 

reverse, as neo-Marxists suggest. In viewing the long-term 

evolution of legislation, it is clear that powerful interests 

eventually had an impact. However, it is best to think of 

this as an unplanned adaptation, not a conscious, rational, 

forward-looking strategy. By focusing on specific represen

tative organizations of capital, we are better able to trace 

the historical evolution of their various positions and the 

reasoning behind them. 

The second issue that is overlooked in neo-Marxist 

accounts is that there was interest in the cash benefits of 

Social Security from many other groups besides capital. 

Unions, in the 1930s, had emptied their unemployment, strike, 

and pension funds, and embraced the notion of social insur

ance. Soon after benefits were paid in 1940, groups of 

workers that were excluded from coverage began to pressure 

Congress for inclusion. So while business and industrial 

associations began to accept and push for increases in Social 

Security, to single them out as the only important factor is 

a dubious conclusion given the overall context. This is not 
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to say that Social Security has offended or alienated busi

ness, industry, the medical profession, and/or the insurance 

industry. On the contrary, these groups have utilized Social 

Security to.their advantage. 

The neo-Weberians provide a useful insight regarding 

the possibility ~f state actors independently influencing 

social change. Their analysis of state actors' ability to 

influence Social Security legislation is relevant. Roose

velt, a powerful chief executive during a time of massive 

upheaval, actively worked to ensure the early success of 

Social Security. Entrenched bureaucracies also provided a 

powerful force that acted back on the broader environment to 

mobilize its constituents and ensure its own longevity. 

However, the neo-Weberians' generic use of the "state" has 

led to erroneous conclusions regarding the relative autonomy 

of state actors from powerful economic interests. 

In reality, the state autonomy during the Great 

Depression was primarily that of President Roosevelt, and 

even then, a number of fortuitous events occurred that helped 

to ensure the success of Social Security. The Great Depres

sion created a crisis that undercut the leverage that capital 

had traditionally enjoyed and granted Roosevelt incredible 

freedom to act. However, there was a continuum of autonomy 

that existed--Roosevelt had the greatest degree of autonomy 

from powerful interests; the SSB had less than Roosevelt but 
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more than Congress; and Congress had the least autonomy. 

Congress proceeded cautiously in the early years; legislation 

during these early years and/or more controversial Social 

Security legislation has occurred in odd-numbere'] non

election years, while extensions or expansions have occurred 

in even-numbered years. The e~rly SSB and Congress should 

not be thought of as autonomous forces during the origins 

period, and I argued that the bureaucracy actually had more 

autonomy during the prosperity of the 1950s and 60s. The 

success of the program contributed to its legitimacy, and in 

a context of low unemployment, rising wages, and low depen

dency ratios, radical new programs were adopted. It was 

during this time that disability and hospital insurance were 

enacted--long-desired programs, yet opposed by the powerful 

lobbies of the AMA and insurance industries. While the AMA 

and insurance industry opposed these programs when they were 

first instituted, they later discovered ways to turn the 

programs to their advantage. The neo-Weberian focus on 

certain cross-sectional moments overlooks the fact that 

powerful interests eventually prevailed. I proposed an 

alternative framework for studying the issue of legislative 

change. 

First, to capture the unique effects of different 

economic and political contexts, broad time frames must be 

used. It is impossible to sort out what is idiosyncratic or 
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what constitutes a pattern without longer historical per

spectives. For example, in many ways, both the origins and 

expansion phases were atypical. The Great Depression with 

its massive unemployment and unrest was historically unique, 

and certainly the post World War II era of economic growth 

and expansion were also unusual. The period after World War 

II was atypical for two reasons: there was an economic 

climate conducive to expansion and pressure to expand. In 

the future, I would argue we will have just the reverse. In 

other words, the economic climate is unlikely to be as favor

able, and there will be pressure to cut back. 

An analysis that employs a broader time frame does 

not merely allow us to determine what is unique and what 

reappears as a pattern. It also allows us to determine 

causality. What O'Connor assesses as corporate liberal 

planning is actually adaptation and implementation of certain 

business, industrial, and financial interests after these 

groups were forced to deal with the new legislation. Indeed, 

the discovery that many representatives of capital were 

opposed to Social Security legislation in the 1930s is pre

cisely what makes the neo-Weberian framework so compelling. 

The neo-Weberians argue that capital was not the main 

proponent of the 1935 legislation. But their theoretical 

abstraction of the state and time-bound analysis similarly 

distorts the historical record. In other words, the lack of 
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specification of which state actors were accorded autonomy 

leads to generalizations that do not apply to all state 

actors. Second, the neo-Weberian focus on the Great Depres

sion sheds little light on how this period was historically 

typical or atypical. 

Second, I have argued that organizational theory 

carries the analysis further than do previous frameworks, 

primarily because it specifies which state bureaucracies or 

organizations attempt to influence their environment. It is 

through this sort of specification that we can then analyze 

these organizations to determine how they are similar and/or 

different to other organizations of the same type. For 

example, the early Business Advisory Council was not an 

independently formed group of business representatives. It 

was an arm of the Department of Commerce under the Roosevelt 

Administration. This sort of group cannot be compared to NAM 

or the u.s. Chamber of Commerce in terms of their support of 

Social Security. Here, I discussed that with a few excep-

tions, representatives of capital were opposed to Social 

Security in 1935. But as actors in the political arena, once 

they determined that Social Security was not a major threat 

to the power structure, they attempted to mold it to their 

best interests. An organizational framework also yields 

important insights into why some groups are more effective in 

having their agenda met than others. For example, a key 
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reason that the early SSB was unable to institute a full

fledged Social Security program was that it was a new organi

zation, struggling to attain acceptance and legitimacy. 

Another useful concept borrowed from organizational 

sociology is that of limited rationality. The majority of 

organizations representing capital did not anticipate the 

benefits of Social Security. These groups eventually learned 

to socialize the costs of the payroll tax through lowered 

wages and higher prices, but it was an unplanned adaptation. 

What we witnessed in the period of expansion was the coinci

dence of interests of the state bureaucracy, labor, capital, 

and the elderly, and that was what fueled the massive 

expansion. It was not simply one elite group of powerful 

individuals pushing for expansion. 

There is limited rationality evident among Congres-

sional representatives as well. Their success is measured 

using a short-term, not a long-term perspective. So members 

of Congress, as a group, do not focus on long-term actuarial 

estimates; they concentrate on what influential constituents 

want at a particular point in time. All these groups, then, 

have employed Social Security to meet their short-term needs. 

The essence of my critique is that previous theoreti

cal frameworks, with their focus on isolated time periods, 

overlook the vital importance of the economic, political, and 

demographic context. Their historically narrow focus shapes 
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conclusions they reach regarding which actors hold political 

power. In addition, the use of abstract notions such as "the 

state," "capital," and "labor" further obscures interesting 

shifts in political power that occur within these groups. 

In my view, state action is historically contingent 

on and shaped by the actions of organizational actors in and 

out of government. Political action occurs through specific 

organizational actors. Changing contexts can present either 

barriers or opportunities to these groups. Political power 

is wielded within a dynamic context and is held by actors 

situated in specific organizational environments. 

I began this work by stating that I had both theoret

ical and substantive interests in the evolution of Social 

Security legislation. I have argued that longitudinal work 

is essential and that middle-level theories are preferable to 

the levels of abstraction utilized previously. Good theoret

ical frameworks should also have predictive capabilities. 

While it is difficult to predict the exact contextual 

dynamics, there are some possibilities that are more likely 

than others. Many of the seeds for these developments have 

already been planted. I would like to suggest some likely 

developments in the future of Social Security. 

The Future of Social Security 

In extrapolating from the events of the past fifty 

years of Social Security legislation, it is clear that the 
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economic, political and demographic context will continue to 

shape Social Security legislation, as well as the power 

accorded to different interest groups. 

While the precise economic context is difficult to 

envision, there is no question that high rates of unemploy

ment and/or inflation will be detrimental to the trust funds. 

At least until 2010, however, the overall effects of poor 

economic performance will not create the sort of crisis seen 

in the late 1970s. The reason stems from a favorable demo

graphic situation. A large number of baby-boomers will be in 

their peak earning years. They will contribute relatively 

large amounts to the trust funds because of the tax rate and 

earnings base increases instituted in the 1977 and 1983 

Amendments. But it is this group of individuals that will 

pose enormous problems for Social Security when they begin to 

retire. 

The demographic profile of the American population 

reveals that baby-boomers put pressure on existing hospitals 

when they were born, on the school system when they were 

educated, on the labor market when they looked for work, and 

on the housing market when they tried to buy homes. It will 

be no different for Social Security. The low dependency 

ratios of the first few decades of the program are gone for-

ever. Undeniably, there will be more burdensome dependency 

ratios in the future, barring major changes in coverage. In 
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1982, the Social Security Board of Trustees issued an annual 

report that estimated that by the year 2030, the tax rate for 

all three Social Security programs will have to be 33% of 

gross income simply to sustain existing benefit levels. 3 

But it is not just the sheer numbers of individuals 

retiring t,hat is significant. It is also the expectations 

these individuals have for their retirement years. Unlike 

those who received Social Security benefits during the 1940s, 

baby-boomers have paid more into the system and have higher 

expectations for their post-retirement lifestyle. With life 

expectancy increasing over time, these individuals will place 

a further burden on the system by living longer and longer. 

Not surprisingly, long-term care is now a major issue of 

concern to the elderly and their children who are forced to 

care for them. Programs developed under Medicare to deal 

with this problem will only place a heavier burden on the 

trust funds. 

There are two factors which suggest that these baby

boomers will have a disproportionate degree of political 

power with regard to Social Security. First, the sheer 

number of individuals involved means that elected officials 

will pay close attention to their concerns. Second, given 

that these workers will be the first major group of retirees 

who have paid into Social Security their entire working 

3. Congressional Record, 1983, Vol. 129, p. H981. 
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lives, they will reach retirement with a greater sense of 

entitlement than any other cohort of retirees. Because of 

these factors, the SSA and Congress will turn to this group 

for policy direction. 

It is also unlikely that any state actor will have 

the kind of autonomy given Roosevelt during the Depression or 

the SSA during the 50s and 60s. There are two key reasons. 

First, the political and economic visibility of the Social 

Security program has increased over time, leading to closer 

scrutiny of state action. This is because increasing numbers 

of citizens are covered by the program, which means that the 

fiscal weight of the program is enormous. Second, the matur

ing of Social Security means that legislative options are 

increasingly constrained and zero-sum. Powerful political 

actors will attempt to ensure that state actors address their 

concerns. 

In view of the constraints facing state actors and 

the increasing political power of elderly advocate groups, 

there are certain policies that will probably be advocated. 

For example, in addition to increasing number of elderly who 

live longer, more recent fertility trends have created a 

shortage of lower-paid young workers. Taken together, these 

demographic developments lead to an obvious solution. We now 

encourage the elderly to work longer in various low-wage 

jobs. McDonald's restaurants actively recruit older workers 
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to fill the void left by teenagers; they report that these 

workers are .more reliable, mature, and responsible. News-

paper executives have also experienced the shortage of 

younger workers to deliver newspapers and have turned to the 

elderly as replacements. 4 I expect this trend to continue, 

both in these low-paid positions, and also for more highly 

paid individuals. For the latter group, it will not be the 

case that employers urge them to continue working so much as 

they will fight for their rights to continue working if they 

so desire. 

Two other methods have been suggested to ease the 

burden of these oppressive dependency ratios. One is for the 

government to develop policies to encourage increased fertil-

ity. This has the obvious disadvantage of taking a number of 

years before labor force effects are felt in terms of creat-

ing a new group of workers who pay Social Security payroll 

taxes. Another alternative is for the government to encour-

age immigration from foreign countries. Both of these 

options reflect the increasingly tight coupling of the Social 

Security system with other aspects of the economy and public 

policy. 

The use of indirect general revenue financing will 

probably continue. This hides the overall economic costs of 

4. I thank Diane M. Bacha, Managing Editor for 
Gannett Publishing, Binghamton, N.Y. for this insight. 
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the program and leads to complacency. It is a politically 

acceptable solution to shortfalls in the trust funds. Until 

politically powerful groups register their discontent, this 

will continue. In other words, this less visible method of 

taxation to prop up the system will continue for as long as 

the level.of awareness remains low. Until some well

organized group of taxpayers chooses to mobilize against this 

trend, it will be the method of choice for legislators. The 

Tax Reform Act of 1986 mandated taxation of unemployment 

compensation, a form of general revenue financing. 

It is no longer merely the "FICA" that is taken from 

one's paycheck, but all sorts of additional taxes designed to 

improve the appearance of the trust fund. However, once 

there is general awareness of indirect general revenue 

financing, the overall costs of the Social Security program 

to the American taxpayer will be more clear. When these 

enormous costs to the American taxpayer are discovered, I 

argue that we will shift to more of a needs-based system. 

Members of Congress are aware of this dynamic. Senator Carl 

T. Curtis (R-Nebraska) noted in the Congressional Record that 

"The minute you change it and dip into the general fund, you 

have ruined it; because after the appropriating process goes 

along here, somebody is going to get up and say, 'We can't 

pay it to certain groups. The tax is too high.,"5 What 

5. Congressional Record, 1977, Vol. 123, p. 36450. 
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occurs is that general revenue financing places Social 

Security in competition with other programs. This dynamic 

was why, in 1935, Roosevelt wanted a payroll tax earmarked 

specifically for Social Security. In the more zero-sum 

context envisioned in the future, with the media publicizing 

cases of the wealthy getting Social Security, it will be 

politically difficult to justify payment of old-age insurance 

benefits (vastly in excess of contributions) to these indi-

viduals. In letters mailed to the National Commission on 

Social Security Reform during the early 1980s, many individu

als favored a means-test for the COLAs.6 If compromises have 

to be struck, large benefits to wealthy beneficiaries will be 

politically indefensible and equity values will fade. 

development is already occurring. Lubove writes 

Although the system has always been weighted in favor 
of lower-paid workers, the "reforms" of 1977 and 1983 
drastically increased the redistributionist and 
welfare component. The replacement ratio (monthly 
benefit as a percentage of average monthly earnings) 
was substantially reduced for higher paid contribu
tors to the system; this outcome was the result of 
large tax increases, reduced benefit levels for 
future retirees, and the institution of a tax on 
social security benefits incorporated in the 1983 
legislation. This tax can be viewed as a means test 
under another name. (1986:180) 

This 

If the shift to means-testing continues, this will 

leave a vacuum in the provision of pensions for those more 

fortunate. Given that private pension funds provide a pool 

6. Ibid. 
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of capital for private business and industry to invest, these 

groups may actively lobby Congress to allow them to fill the 

void left by Social Security. In the context of troublesome 

reserves, the SSA and Congress would welcome such relief. 

This development could grant capital much political leverage. 

While there is a move towards means-testing Social 

Security benefits among the elderly, there is another sort of 

equity that is of vital concern. I would like to conclude by 

addressing this issue. 

Many contemporary scholars who study the Social 

Security program note the massive power of elderly advocate 

groups such as the AARP and the NCSC. The AARP is the 

largest citizens' lobby group in the United States. A large 

part of their success is the result of presenting their case 

as though they were one homogeneous group. But the elderly 

constitute an incredibly diverse group. There are differ-

ences in physiological health as well as different life 

experiences based on social class, race, sex, religion, and 

ethnicity. Elderly advocate groups do not emphasize this 

heterogeneity. 

There is one generalization that we can make, 

however, and that is the following. As a group, the elderly 

are better off economically than ever before. While it must 

be acknowledged that elderly women and minority group members 

are at a high risk of slipping below the poverty line, the 



353 

poverty rate for children is higher than all but three 

sub-populations amongst the elderly (see Table 7.1). (The 

high rates of poverty for black and Hispanic women and black 

men could be attributed to a legacy of past discrimination 

that will dissipate as younger members of these groups reach 

retirement.) Approximately one out of every five children in 

the United States lives a life of poverty. The issue here is 

one of allocation of scarce resources and notions of inter

generational equity. The Social Security program arose from 

the fall-out of the Great Depression, and was designed to 

alleviate the poverty and destitution brought by massive 

unemployment. With the expansion of old-age insurance during 

the 1950s and 60s, and with the powerful lobby groups that 

represent their interests, I believe that we have ignored the 

implications of these developments on the remainder of the 

population. As the program now exists, there will be little 

equity between generations. But the middle-aged cohort of 

taxpayers in the U.S. is in a precarious position. They have 

paid all their working lives into a program that will require 

taxes of 33% by 2030 to sustain their retirement. And given 

that most of taxpaying workers have parents or other rela

tives that directly benefit from Social Security, incentives 

to organize for future generations are lessened further. 

I have argued that in contemporary society, formal 

organizations are the vehicles of social change. Advocates 



Table 7.1. Poverty rates among children, the elderly, and 
the general population, 1986.* 
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Percent 

Total population poor 

Age 65 and over poor 

Children under 18 poor 

White males age 65 and over poor 

White females age 65 and over poor 

Black males age 65 and over poor 

Black females age 65 and over poor 

Males of Spanish origin age 65 and over poor 

Females of Spanish origin age 65 and over poor 

14.0 

12.6 

19.8 

6.9 

13.8 

26.6 

34.8 

19.1 

27.4 

* Source: u.S. Bureau of the Census, Current Population 
Reports, Series P-60, No. 154 and 157, Money 
Income and Poverty Status of Families and Persons 
in the united States: 1985, Advance Report from 
the March 1986 Current Population Survey, Wash
ington, D.C.: U.S. Government Printing Office, 
1986, p. 27. 
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for taxpayers in Washington D.C. argue that we need an 

organization of "Future Senior Citizens." In an increasingly 

zero-sum context, difficult choices will have to be made. 

Representative Bill Archer (R-Texas), speaking about the 1983 

Amendments, noted that 

In 1784 Samuel Adams, speaking on a major national 
issue said, and I quote, "The necessity of the times 
demands our utmost circumspection, deliberation, and 
fortitude, for we must seriously consider that 
millions yet unborn may be miserable sharers in this 
event today." I believe the impact of social secur
ity is our Nation's Number 1 economic problem in the 
long term. 7 

Needs-testing of old-age insurance and intergenerational 

equity will be key concerns in the decades ahead. It will 

require the massive organization of interested groups to 

retain or alter the current distribution of political power. 

7. Congressional Record, 1983, Vol. 129, p. H978. 
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