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CHAPTER ONE

Introduction: From Socialist
Menace to Sacred Entitlement 
and Beyond

During the depths of the Great Depression, with the offi­
cial unemployment rate at 25 percent, imagine the boldness of 
proposing a new tax on both employers and employees to fund a 
compulsory federal old-age insurance program. Yet this was what 
the Roosevelt administration did in the 1930s in proposing a tax 
on payroll (one-half to be paid by the employer and one-half to be 
paid by the employee). Representative Charles Eaton, a Republi­
can from New Jersey, warned of the precedent such a tax would 
set—a model for “sovietizing” the distinctive American values of 
self-reliance and personal initiative. In his opinion, these were em­
bodied best in American industry (CR 1935: 5583). There were 
Democrats who agreed. Representative John J. O’Connor (D-New 
York), envisioned a future including old-age insurance as one 
where we 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” 
(CR1935: 5461).

Despite the early controversy, today this tax is one of those least 
questioned by the American public. Its widespread acceptance is 
remarkable, especially considering the magnitude of the tax for 
the average worker. Similarly, there was concern initially over the 
“Big Brother” potential of Social Security numbers, yet these num­
bers are widely used today as identification numbers without the 
least public notice.

It is clear that attitudes have come a long way. Although Social
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ing policymaking in the 1980s, however, one could not help noting 
that old-age insurance seemed relatively inviolable. Even the Great 
Communicator himself, President Ronald Reagan, was rebuffed 
when he suggested relatively modest changes in the program.

Despite the range of evaluations, Social Security is clearly the 
most far-reaching and enduring antipoverty program in U.S. his­
tory. In 1959, according to the U.S. Census Bureau, 35 percent of 
the elderly lived in poverty; today only 12 percent do, compared 
with 14.2 percent of the population overall (DeParle 1993). When 
initiated in 1935, Social Security was a noteworthy experiment 
in sociopolitical policy formation, and its endurance, inviolability, 
and taken-for-granted nature are evidence of its success. The re­
search in this volume analyzes key historical turning points in order 
to understand the various forces that led to the endurance of the 
program.

Over the years, there have been significant and numerous 
threats to the social security program. Even after the major hurdle 
of passing the legislation was overcome, there were no appropria­
tions for staff, equipment, or supplies. Later, the Supreme Court 
agreed to review the constitutionality of mandatory participation 
in a federally administered old-age insurance program. In the first 
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Security now seems relatively sacrosanct, it was not born that way 
in 1935, nor did it even represent the same things to Americans 
then as it came to later. Most early proponents of the program 
did not intend for it to become the cornerstone of an individual’s 
retirement income, but as old-age insurance benefits grew in rela­
tion to other retirement income over the decades, Americans have 
had to be constantly reminded of the supplemental nature of old-age 

insurance.
These reminders were necessitated not only because of a lapse 

of collective memory but also because of people’s increased expec­
tations based on changes in the program over the years. Figure 1 
shows how the amount of preretirement income replaced by old- 
age insurance benefits of an average worker (i.e., the “replacement 
rate”) has changed dramatically over time. When old-age insurance 
benefits were first paid in 1940, typical beneficiaries received 27 
percent of their preretirement income in old-age insurance bene­
fits. This replacement rate fell to a historic low of 16 percent in 
1949, and climbed to a high of 54 percent in 1981. Between 1981 
and 1985, the replacement rate fell to 41 percent. These changes 
are important because they represent a “change in the deal,” or a 
change in the nature of this social contract between generations. 
These changes represent altered thinking regarding the minimum 
level of provision for our retirement years that should be covered 
by society-wide old-age insurance benefits.

None of this is to imply that there was universal opposition to 
Social Security in the 1930s, or universal acceptance at the close 
of the twentieth century. Edward D. Berkowitz addresses the “de­
velopment of the welfare state from conflict to consensus and back 
again” (1991: xvii). Indeed, during the 1980s it was nearly impos­
sible to listen to a newscast or read a newspaper or magazine that 
did not address the “crisis” in Social Security and the variety of pro­
posals to deal with this crisis. But there was considerable diversity 
of opinion: some commentators declared that Social Security was 
a total failure, others said it was a partial success, and still others 
argued that it represented an overwhelming victory (Oriol 1987). 
Some described Social Security as an unsound intergenerational 
chain letter; at the other extreme, some analysts considered it the 
best U.S. example of community and mutual support. When study-
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Fig. 1. Percent of earnings replaced by old-age insurance. 1940-1985. 
(Source: Orlo R. Nichols, SSA)
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g.Why were some of these actors more successful than others 
in influencing policy outcomes, and what are the opportunities or 
constraints these organizations faced?

A second major concern is the often contradictory interpreta­
tions of the development of Social Security and the role of the state. 
Building upon prior analyses of policymaking dynamics, my inter­
pretation knits together the key insights from major theories into a 
more dynamic explanation of the development of Social Security. 
It acknowledges the economic, political, and cultural context but 
also takes into account the importance of specific organizational 
and social movement actors in shaping the historical institution­
alization of Social Security. This theoretical framework allows for 
complexity and feedback in the political process, and helps to 
account for the groups that influence change over time.

This focus on the entire history of Social Security allows us to 
determine which factors are evident across time and which are 
period-specific. In addition to broad historical material, I analyze 
the roles of specific organizations: the Social Security Administra­
tion, business and industrial associations such as the U.S. Cham­
ber of Commerce and the National Association of Manufacturers, 
elderly advocate groups such as the American Association of Re­
tired Persons and the National Council of Senior Citizens, and 
labor unions, including the AFL-CIO. These organizations actively 
altered the political and economic landscape. The account of key 
turning points and organizational actors leads to a multicausal 
model that draws widely from the literature in sociology, organi­
zational theory, social movements, political science, history, and 
economics.

In the remainder of this introductory chapter, I review some 
of the earlier literature regarding Social Security, and propose an 
alternative model that systematically utilizes organizational vari­
ables to study key turning points in old-age insurance legislation. 
Following this discussion, I present the five time periods that 
emerged —the time periods that frame the organization of the 
remainder of the book.

years of the program, some employers were “noncompliant” in 
registering workers. World War II deflected attention away from 
domestic programs, and the communist-scare rhetoric of the 1950s 
and later meant that some Americans advocated increased mili­
tary spending instead of expanding Social Security. During the 
1970s, when the expected trade-off between unemployment and 
inflation failed to materialize, the resulting “stagflation” (rising un­
employment coupled with higher prices), dealt a double blow to 
the trust funds.

In spite of these challenges, old-age insurance expanded in 
terms of both workers covered and benefits offered. Social Secu­
rity bureaucrats borrowed typewriters and personnel in order to 
launch the new program in 1935. During the 1936 presidential 
campaign, Roosevelt’s Republican opponent, Alf Landon, lam­
basted Social Security as ‘“unjust, unworkable, stupidly drafted 
and wastefully financed ... a cruel hoax’ ” (McNutt 1940; see also 
Schlesinger i960: 613-14). Significantly, Roosevelt won 61 per­
cent of the popular vote in 1936, and many interpreted this as a 
mandate for Social Security. The constitutional threat to the pro­
gram was weathered when the Supreme Court declared old-age 
insurance constitutional in 1937. After about 1940, employer non- 
compliance was minimal, and American public opinion remained 
solidly in support of the program. Benefits and coverage were 
greatly expanded, and even after the crisis in the late 1970s and 
early 1980s, some pronounced the trust funds as fiscally healthier 
than in a long while (see Weaver 1990 and the sources she cites). 
Today Social Security is often called an “entitlement,” and indeed, 
most of us would feel the detrimental effects of a collapsed system, 
either personally or because of elderly grandparents or parents 
who depend solely or partly on Social Security benefits.

Considering this political history of Social Security, who or what 
determined the shape, direction, and endurance of these turning 
points over time? This book is concerned with several key ques­

tions:
1. What were the important legislative turning points in the 

political history of Social Security legislation?
2. What individuals or organizations were active in the social or 

political debates surrounding these turning points?

4 Introduction



swing Inequality: Administrative Leadership in Social Security, 1935-54 
(1983) and Jill Quadagno’s The Transformation of Old Age Security: 
Class and Politics in the American Welfare State (1988) in that it is 
more far-reaching historically (they end with 1954 and the 1970s, 
respectively). Both these works make useful conflict analyses, em­
phasizing the power of elite actors in policymaking to reproduce 
the capitalist system and its inequalities.

Derthick presents a sympathetic perspective of administrative 
leadership; Cates comes to a diametrically opposite conclusion: 
administrators’ “goal achievement, organization-as-tool view is the 
appropriate interpretation of administrative leadership’s role in 
producing social security’s antipoor bias” (1983: 136). Cates says: 
“Social insurance is a fluid concept, a social and political construc­
tion. It means largely what we want it to mean; those with strate­
gic placement and command of powerful organizational resources 
have been able to exert great influence over our perception of the 
concept” (1983: 155). I would agree, but I would also emphasize 
that there are powerful organizational actors outside the adminis­
trative leadership that have influenced the shape of current-day 
policies. Similarly, Quadagno concludes that welfare programs are 
“not unique features of advanced capitalist nations but have always 
served to regulate the labor supply. . . . The social organization 
of production determines the nature and form of relief programs” 
(1988: 6).

Rather than a monocausal perspective (e.g., capital always bene­
fits or wins, or bureaucrats or administrators uniformly get their 
way), the organizational focus that I offer is a dynamic explana­
tion that allows for changing political fortunes and alignments. It 
is at once more detailed and broader than previous works —more 
detailed in the analysis of specific legislative turning points, and 
broader in its focus on the entire history of these shifts. Different 
historical periods present organizations with different opportuni­
ties for and constraints on action. Persistence favors organizations 
with resources when new opportunities for action arise. Unlike 
some writers on the subject, I am convinced that social movements 
can make a difference, that capital does not always win, and that ad­
ministrators do not have total control over the shape and direction 
of policymaking. No single element explains all these legislative 

What Forces Shape Policymaking?

A decade ago, the United States seemed mired in warnings of 
the “crisis” in Social Security. Knowing that this crisis did not 
occur over night, I wondered what had led to the predicament of 
the 1980s. This question led me to study the organizations that 
animated the political history of Social Security from the 1930s 
through the 1990s. Although I did not begin with an organiza­
tional framework in mind, I gradually came to realize that organi­
zational actors, in the broadest senses of those words, were central.

Initially, I consulted a wide variety of secondary sources, many 
of which helped shape this volume. Martha Derthick’s Policymaking 
for Social Security (1979) is probably the best known and deservedly 
acclaimed work on social insurance in the United States. This work 
by a political scientist demonstrates that administrative leaders of 
social insurance in the 1930s were fundamentally in sympathy with 
the lower classes. My own research corroborates this point, but 
Derthick’s focus is on policymakers and their choices, independent 
of social conditions (1979: 12). As comprehensive and systematic 
as her analysis is, it does not recognize the importance of the larger 
social context in which policy choices and changes were made. Der­
thick relies heavily on official memoirs and oral histories conducted 
in the 1960s (Cates 1983: 151-52), which are inevitably tinged by 
policymakers’ reconstructions using retrospective accounts. Also, 
whereas Derthick organizes her analysis according to the specific 
actors (“Program Executives,” “Congress,” “Political Executives,” 
etc.), I have chosen to allow the fascinating story of Social Security 
to unfold in a chronological analysis.

Other important works that I build on include Edward D. Berko­
witz’s America’s Welfare State: From Roosevelt to Reagan (1991). Berko­
witz presents three relatively short case studies of old-age insur­
ance, welfare, and health insurance. He focuses mostly on the 
policymaking process, as viewed from within bureaucracies, and 
less on actors outside the administrations (such as business or 
labor). By contrast, my account of old-age insurance policymaking 
focuses on a wide variety of actors both inside and outside state 
bureaucracies, and it addresses only old-age insurance in greater 
detail. The analysis presented here differs from Jerry R. Cates’s In­

6 Introduction Introduction 7
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ernment documents provide a rich source of primary materials 
for the social-historical researcher. Committee hearings, especially, 
often contain data gathered by opposing sides to bolster their argu­
ments. Letters to Congress, petitions from individuals and organi­
zations, and other documents entered in the Congressional Record 
provide both engaging reading and an important context for the 
periods under study.

Despite this wealth of information in government documents, 
after this work was completed I was uncertain whether or not I 
had fully understood what actually lay behind the legislative shifts. 
Various groups and individuals registered their official opinions in 
these documents, but I wanted to understand what considerations 
had weighed most heavily in their thinking. Clearly, I needed more 
specific information, both from recognized political leaders and 
from lesser-known agents of change.

The next phase of the project centered on archival research 
in the National Archives, as well as archival records of the AFL- 
CIO, and the National Association of Manufacturers (NAM) .These 
records are a gold mine of information, and, not incidentally, a 
source of endless amusement, revealing not only of the state of the 
times but also of historical trivia. Studying the records of the 1956 
disability insurance amendments to Social Security in the National 
Archives, I found records boxes filled with balsa wood postcards, 
lavished with feathers, bells, and beads, expressing support for the 
amendments. Apparently, groups representing these people had 
organized a massive mail-in campaign.There are dusty boxes full of 
memos, letters, and reports, from Franklin D. Roosevelt, Arthur J. 
Altmeyer, key congressional leaders, bipartisan commissions on 
Social Security, and so on, some of them primary sources, and 
some important smoking guns.

In all this mass of information, I noted specific organizations 
or social movements and leaders that were key players. These be­
came the basis of a systematic analysis of groups that supported or 
opposed changes in old-age insurance legislation. Only in this last 
phase did I develop my theoretical framework, which, by empha­
sizing the organizational dynamics that influence policymaking, 
became more than a strictly historical account. This volume does, I 

turning points, and in interpreting the dynamism and complexity 
of the political process we must take full account of this richness.

I define legislative turning points as changes of three sorts:
(1) extensions of programs or benefits that included entire new 
categories of workers (as in 1950, when 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 pro­
grams. With these major turning points in mind, I set out to focus 
on these legislative changes in old-age insurance to determine 
which social forces have continued to dominate policymaking.

There are three major programs of Social Security: unemploy­
ment insurance, public assistance (for the blind, needy elderly, 
and orphaned), and old-age insurance. The first two programs are 
needs-based; old-age insurance is allocated regardless of need. For 
two reasons, I decided to address primarily the old-age insurance 
section of Social Security. (I do not cover in depth the unemploy­
ment or means-tested sections of Social Security legislation.) First, 
I realized that the volume of government documents on old-age 
insurance alone was enormous if I intended to analyze the entire 
history of the program. Second, although there are links between 
the means-tested programs and non-means-tested, there are also 
inherent contradictions in combining or comparing means-tested 
social welfare with across-the-board social insurance for retirement 
(Ferrara 1980). These two types of social welfare legislation differ 
greatly in the mechanisms that are used to determine who gets 
money and the philosophy behind the measures, and also in the 
organizations involved in policy change.

Using government documents, including the Congressional Rec­
ord, Senate Finance Committee and House Ways and Means Com­
mittee hearing reports, and Social Security Administration records, 
I read transcripts of proceedings related to each legislative turning 
point. I was determined to let the record speak for itself, believing 
that, ideally, methodological frameworks constrain our interpre­
tive freedom. Essentially, I employed an inductive methodology.

The U.S. Government is the world’s largest publisher, and gov­

8 Introduction
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tween those in power are sufficient to negate or dilute tendencies 
toward polarization. Dahl, noting how easy it is to exaggerate the 
importance of pressure groups such as the NAM, the Chamber 
of Commerce, and the industry associations, points out that such 
groups are inhibited from united action by the diversity of the 
views and interests among their members (1967: 414-15). Thus, 
policymaking requires a coalition of different sets of leaders who 
may have divergent goals. Pluralists view the state as primarily a 
neutral arbiter in the debates over legislation.

Pluralism illuminates certain features of Social Security policy- 
making. Almost all official accounts emanating from the Social 
Security Administration argue that changes in Social Security legis­
lation reflect processes of negotiation and compromise involving 
competing interests. Indeed, when members are appointed to advi­
sory councils or special commissions, official documents record 
which members represent the “public,” “business,” or “labor. Ac­
cording to these accounts of Social Security legislation, outcomes 
have generally been accepted by most—and this, pluralists argue, 
is one of the main strengths of democracy. Emphasis on the pro­
cess of and various stages in hammering out legislation helps us 
to understand long-term dynamics. Dahl is also accurate in stat­
ing that powerful interests do not always agree on the appropriate 
policy position. Finally, it is useful to take into account that there 
are a number of important actors in the legislative process, and 
that legislation is a process of negotiation among these actors.

The perspective employed here however differs in two central 
ways from a pluralist account. First, pluralist frameworks suffer 
from the relatively abstract level of theorizing regarding “the state.” 
The state in the U.S. case includes the President, Congress, and 
the Social Security Administration (SSA), which often have quite 
different interests. Second, the state is not the neutral arbiter as 
pluralism suggests. Viewing the state as a neutral arena results in 
an image of policy as an outcome of other organizations’ actions, 
but in fact the state bureaucracy can also act as an architect of policy. 
Social Security has altered the way Americans think about caring 
for the elderly, and the program created a huge new bureaucracy 
that gradually became an important actor shaping its own destiny.

More critically, my perspective diverges sharply from a pluralist 

PLURALIST MODELS

Pluralists emphasize a democratic process in which most inter­
ests have the potential to be represented in policy debates, with 
compromise occurring over final outcomes; there is no single cen­
ter of power, but rather multiple centers. Polyarchy helps to tame 
power, secure the consent of all, and settle conflicts peacefully 
(Dahl 1989). Pluralism focuses on the ability of various groups to 
organize and coalesce around issues that interest or directly in­
volve them. Robert Dahl, for example, would not argue that all 
groups have equal access to resources, but he does argue that in 
any democratic political process, almost every interested group has 
access to some political resources.

Pluralists further argue that there is no single set of all-powerful 
leaders who agree fully on their major goals, or have enough 
power to achieve their goals; frequent cleavages among and be­

think, add detail and richness to the story of Social Security, while 
employing a unique theoretical framework that underscores the 
forces behind the political history of old-age insurance.

Past research on the subject of what forces control policy making 
has followed four general models: pluralist, instrumentalist, struc­
turalist, and state-centered. The pluralist model views the state 
primarily as an arena in which competing interests negotiate and 
compromise over specific pieces of legislation. The instrumentalist 
model regards the state as an instrument of capital, with busi­
ness dominating social policy. The structuralist model argues that 
the state does not adopt policies favoring economic elites because 
these groups push them but rather adopts such policies to en­
sure its material resources and legitimacy. State-centered models 
argue that the state has potential autonomy that depends on its 
organizational structure and resources, which are not necessarily 
synonymous with the imperatives of capitalism. Together, these 
four approaches form a continuum, in which the state’s role ranges 
from relatively passive to relatively active. Aside from fodder for 
academic discourse, is there anything at stake in these debates? If 
“what is past, is prologue,” then contemporary observers should 
take care to understand the historical political process with regard 
to our social provisions for old age.



and political arena, and uses the state as a tool or instrument 
to further its interests (Domhoff 1990; Useem 1984; O’Connor 
1973; Piven and Cloward 1971). These authors suggest that capi­
talists use social welfare legislation, and thus, by extension, the 
state, to regulate and legitimate existing economic relations. In this 
vein, Michael Useem (1984) argues that the upper class is unified 
through common experience and intermarriage, and G. William 
Domhoff notes the incredible degree of overlap between the 
capitalist-based class and the political and military power elite. 
More importantly, these authors argue that these economic or 
business interests dominate policymaking in a variety of direct and 
indirect ways. For example, with regard to Social Security legis­
lation, Frances Fox Piven and Richard A. Cloward (1971) argue 
that relief arrangements are initiated or expanded in times of dis­
order, whereas in times of political stability they are abolished or 
restricted. Similarly, James O’Connor (1973) writes of the “fiscal 
crisis of the state,” which results from monopoly capital foisting 
social welfare costs onto the state, and will lead eventually to the 
demise of the state. The state, in other words, has been used as a 
tool to maintain or increase monopoly capital’s profits. The welfare 
state absorbs the social costs of the monopoly sector’s production 
(because of its reliance on technology and mechanization, hence 
less labor-intensive production). The welfare state also serves to 
create more jobs, thereby further supporting the capitalist system. 
The monopoly sector socializes the costs of production but not the 
profits; hence, the state’s demise is inevitable. O’Connor’s thesis, 
like pluralist accounts, has little room for independent action by 
the state.

The instrumentalist’s approach, though useful, has serious limi­
tations. It does not clearly identify the mechanism by which capi­
tal’s interests get translated into actual policies, and it grants big 
business and industry too much in the way of rationality and 
foresight. It also understates the very real divisions among elites 
brought about primarily through economic competition. State 
actors are not always the handmaidens of capital, and capitalists do 
not necessarily “set the goals” for state policymakers (Amenta and 
Parikh 1991: 128).

The second conflict framework utilized to address policymak­

CONFLICT MODELS

Two conflict theories are useful for explaining the emergence 
and persistence of social welfare legislation. Instrumentalists argue 
that capitalists are central players in the expansion of the welfare 
state. I would suggest that the average American would name busi­
ness and industry last in a list of those supporting the initiation 
and expansion of Social Security; thus an instrumentalist account 
is seductive in its counterintuitive nature.

Instrumentalists argue that capital dominates in the economic 
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account in its differentiation between the ideal and the real, a dif­
ference of which pluralists are very conscious (Dahl 1989). Orga­
nizational actors do differ in their access to accurate information 
regarding political decisions, their ability to mobilize resources, 
and their access to powerful decision makers. The early Social 
Security Board, for instance, had more access to Roosevelt than 
did the Townsendites, and in the creation of Social Security there 
was a relatively small number of elite groups represented in con­
gressional debates. Disincentives to organize include costs such as 
time, money, and lost opportunity in pursuit of other goals. Cer­
tainly, taxpaying workers would seem to be a logical interest group 
with regard to the Social Security payroll tax, but the sheer size and 
diversity of workers’ groups has meant that, until recently, their 
interests have not had real representation.

I am particularly skeptical of the pluralist notion that interests 
are usually embodied in individuals or organizations. Social struc­
tures can limit organizational action, because not all groups are 
equally capable of organizing themselves. For example, some ob­
servers explain the low political participation rate of the lower and 
working classes as a reflection of their apathy or alienation, with­
out taking into consideration that this low participation may be 
a rational response to their perceptions of reality (Wilson 1973: 
14). In contrast to a pluralist view of organizations, I suggest that 
interests are often socially constructed and situationally specific. 
For these reasons we must not assume that the ways in which indi­
viduals or organizations define their interests or policy objectives 
are constants. Conflict perspectives provide some answers to the 
question of how interests get shaped.
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ing is a structuralist account. Structuralists are leading critics of 
instrumentalist models, arguing that focusing only on the revealed 
preferences of economic elites ignores the structural foundations 
of capitalism, the process of capital accumulation, and the class 
struggle (Block 1977; Gold, Lo, and Wright 1975). Structuralists 
do not see business elites as the primary cause of political change, 
but as symptomatic of the underlying processes of capitalist devel­
opment. They argue that the state can, and does, adopt policies 
that are at odds with the expressed preferences of economic elites. 
Under this framework, given that the state’s main task is to pro­
mote the centralization and concentration of capital (Poulantzas 
1978), the state asserts power to ensure the long-term survival of 
the capitalist system. Economic elites, on the other hand, are less 
likely to focus on the long term, and will tend to promote poli­
cies that serve their short-term interests. When does the state go 
against the wishes of capital? According to structuralists, the state 
is relatively autonomous in times of crisis or dissension; it is the 
unifying factor in the power bloc.

Jill Quadagno’s work is a structuralist account of Social Security 
policymaking. She notes that changes in the social organization 
of production serve to regulate the labor supply (1988: 6), and 
that these considerations are central in explaining social welfare 
policies in the United States. Writing about the Social Security 
Administration, Quadagno argues that the agenda of program bu­
reaucrats was circumscribed by the political economy of Southern 
congressional representatives. She posits that the economic divi­
sion of labor patterns the organization of the state, and economic 
dimensions of political structures are critical to understanding 
policy outcomes.

Quadagno also asserts that as early as 1929, the National Indus­
trial Conference Board suggested the establishment of a central 
pension fund, under the jurisdiction of the federal government, 
and she goes on to argue that there has been inadequate recog­
nition of the degree to which employers accepted Social Security 
legislation. She is critical of the concept of the “relative autonomy 
of the state”: “A conception of an autonomous state, mediating 
between class factions, vastly oversimplifies the policy-making pro­
cess. Either capital or labor may initiate and attain independent 

agendas, to which the state must respond, and these private sector 
events set limits on or even determine the possibilities for state 
action” (1988: 177). Quadagno believes that the concept of “the 
state” is too abstract, for there are numerous state actors, often 
holding contradictory positions. Indeed, I would argue that other 
important concepts necessary for an analysis of Social Security 
policy—conceptions of “capital,” “labor,” and “elderly advocate 
groups”—are also too abstract. Like the notion of “the state,” 
these theoretical constructs, too, should be broken down into their 
constituent organizational actors in order to avoid contradictory 
conclusions based on more abstract theoretical categories.

The limitations of structuralist accounts are most evident in 
their economically deterministic postulate, which says that the 
political superstructure (including the state) is essentially built 
upon economic foundations (Block 1987; Burawoy 1990). My 
model emphasizes multiple causes, but I would also argue that 
business and industry are not the only parts of society that have 
economic interests. State bureaucratic actors, and organizations 
representing the elderly, labor, and other groups also have eco­
nomic or material interests. Labor unions, individual states, the 
elderly, students, the disabled, and the poor have all developed 
certain economic interests associated with Social Security.

The central contributions of conflict theories are the focus on 
economic interests and the macroeconomic context. It is of course 
true that elites play a role in policymaking, and the broader eco­
nomic environment has a dramatic effect on Social Security legis­
lation. The direct effects of unemployment and inflation on the 
trust funds are evident, and certainly the economic climate influ­
ences the tenor of the debates. However, both instrumentalist and 
structuralist accounts presume that the capitalist class, and organi­
zations that represent this class, take strategic action in a conscious, 
rational manner; conflict approaches are in this sense consistent 
with other analyses that assume conscious, forward-looking behav­
ior (Pfeffer 1982: 163). My organizational model does not accord 
such omniscience either to elite groups or to state actors.

James Q. Wilson’s comment on pluralist and conflict models 
sums up the weaknesses of the two approaches. He says it is an 
error to assume “either that every social interest has one or more 
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vidual states before 1935, which shaped the eventual form of the 
original Social Security legislation. State-centered theorists recog­
nize that the state is not always autonomous or unified, and that 
social pressure from outside the state can have an impact on policy- 
making (Evans, Rueschemeyer, and Skocpol 1985). Further, state 
capacities and interests are historically variable.

Recognizing the relative autonomy of the state is essential be­
cause the state may be an important actor in policy debates. An 
interpretation of political change, such as the development of old- 
age insurance, should retain the idea that various state actors can 
actively shape legislation, and that state bureaucracies, and other 
actors representing the state, often act back upon their environ­
ment.

The model presented here also addresses specific actors in 
organizational and social movements that have been active in 
Social Security policymaking. Instead of overly abstract analyses 
of “the state,” “capitalists,” and “labor,” we compare the smaller 
elements in kind —“apples to apples”—as a way of furthering our 
understanding of these dynamics (Esping-Andersen 1990; Evans, 
Rueschemeyer, and Skocpol 1985). Thus, different actors or orga­
nizations within the state may have interests that oppose each 
other. The state, far from being a single actor, is made up of 
individuals and organizations that sometimes compete with each 
other and often disagree. Presidents complain that Congress won’t 
support them, and congressionally approved packages are vetoed 
by Presidents. In the early years of the Social Security program, 
there were important differences between what Roosevelt, the 
early Social Security Board, and Congress could accomplish. Any 
autonomy was primarily exercised by Roosevelt, and far less by 
the Social Security Board and Congress. Dahl makes a convinc­
ing point: “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 para­
mount attention, to calculating the effects their actions are likely 
to have on the way their constituents will vote in the next election” 
(1967: 130). Conversely, program bureaucrats are generally less 
preoccupied with election politics and, given their typically longer 
tenure, are more apt to focus on longer-term outcomes. In order 

16 Introduction

organizations representing it (the pluralist fallacy) or that every 
organization represents the underlying objective interests or social 
condition of its members (the Marxian fallacy). . . . Max Weber 
understood this fully: the emergence of an association or even of 
spontaneous social action out of a common class situation is not 
to be taken for granted but is something to be explained” (1973: 
14). We may say that pluralist models focus on how aggregates 
of individuals or interests come to have political power (a sort of 
bottom-up perspective), and that conflict models focus on how 
social structures limit political power (a top-down perspective). 
The model that I follow here combines these two approaches by 
emphasizing organizational actors as the vint of analysis.

STATE-CENTERED MODELS

State-centered models offer much potential for understanding 
both the constraints and the opportunities provided by state struc­
tures, as well as the sometimes powerful impact of organizations, 
events, and individuals outside the political mainstream. Partly as 
a response to the limitations of conflict theories, state-centered 
explanations insist on the state’s potential autonomy, which de­
pends on the state’s administrative or organizational structure and 
the resources it commands, and not necessarily on the demands 
of capitalism. State-centered theoretical frameworks generally use 
Weber’s definition of the state as the political organization that 
claims a monopoly on the means of coercion within a certain geo­

graphical unit.
For example, Theda Skocpol (1984) rejects the view that the 

state is merely the handmaiden of capital; rather, the state can have 
relative autonomy from the economically and politically dominant 
classes, and indeed sometimes goes against the wishes of power­
ful groups. As proof, she cites instances of hostility between the 
state and the dominant classes, and she argues that the initiation 
of Social Security in the 1930s was a crisis that unhinged dominant 
economic interests, thereby calling for a strong, unifying state. 
Although the NAM, for example, did not believe that industry 
should have to pay taxes for the social security of employees, the 
state went against its wishes. Skocpol emphasizes the role of social 
policies and administrative arrangements developed in the indi­
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to study political change, we need to differentiate elected officials 
and bureaucratic roles, presidential and congressional positions, 
and political outsiders and political insiders. Only by looking at the 
role of specific organizations can we understand how these actors 
come to have interests that sometimes oppose other interests in the 
public or private arena (Salisbury et al. 1987: 1230). Middle-level 
theories have the dual benefits of specificity and the recognition of 
causal complexity in political processes.

In grappling with the diverging conclusions about Social Secu­
rity policymaking of conflict and state-centered models, one must 
allow for the differing time periods analyzed. For example, much 
of Theda Skocpol’s work focuses on the Civil War period through 
the initial Social Security legislation that was initiated during the 
Great Depression, an extremely tumultuous period in American 
history. By 1933, official unemployment had reached 24.9 percent, 
and Roosevelt and the Congress perceived this as a major threat 
to capitalism. As the Depression worsened and the unemployed 
grew more vocal and restless, it became clear that unemployment 
could no longer be blamed on the fate or fault of individuals; 
it was redefined by many as a collective disaster that demanded 
structural changes. Many even questioned the legitimacy of the 
economy and the whole political system. Communists agitated in 
breadlines, flophouses, among loiterers at factory gates, and at 
the intake sections of relief offices. The sheer magnitude of un­
employment was devastating to the economy, and in response the 
public issued a mandate for swift decisive action through their 
relatively widespread participation in radical movements. Roose­
velt and members of Congress viewed the retirement provisions of 
old-age insurance as one way of easing unemployment and the re­
sulting economic stagnation. It would be a slow process, but given 
time, massive numbers of workers could move out of the labor 
force and become consumers rather than producers. The creation 
of Social Security in the context of the Great Depression was, there­
fore, atypical of most political change, which often affects some 
entrenched component of the state.

James O’Connor (1973) and Jill Quadagno (1988) focus pri­
marily on the 1950s in their analyses. From a broad historical 
perspective, the prosperity of the 1950s was also atypical, coming 

as it did following the tremendous changes of World War II. The 
infusion of payroll taxes during the war, when employment for the 
war effort was high, had overflowed the Social Security trust funds, 
and many urged expansion of coverage and benefits. To focus solely 
on business and industry’s position during this period is to misrep­
resent the broader support for Social Security that existed during 
this time.

These different time periods are part of the reason for the con­
flicting conclusions regarding power in the political process. One 
has to recognize that the forces that brought about the begin­
ning of Social Security and shaped its early development are not 
necessarily the same as those that ensured its long-term survival. 
Social Security became an entrenched institution by creating a 
community of diverse interests—a clientele that would not look 
favorably on cuts in the program. Successful bureaucracies become 
entrenched and institutionalized through the normal activities of 
the political process. An analysis focused on organizations over 
time allows us to note the changing alignment of organizational 
interests, hence the changing relationships between organizational 
actors over time. By tracing the historical evolution of old-age in­
surance, we can better distinguish between patterns and idiosyncra- 
cies, and perhaps even predict the most likely future occurrences.

Social Security: An Organizational
and Institutional Framework

Organizations are of great scholarly and practical significance. 
Organizations are particularly important for interpreting Social 
Security policymaking for several reasons. First, the emergence of 
Social Security coincided with America’s “search for order” that 
began at the turn of the century. The preeminence of the bu­
reaucratic organizational form grew out of the regulative needs 
of the new urban-industrial life (Wiebe 1967). In addition to this 
bureaucratization and rational organization of government activi­
ties, there was the corresponding development of special interest 
group politics operating at the national level. Interest groups are 
key players in twentieth-century politics.

Second, as a result of the above developments, the turn of the 
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A policy-making system itself has a great effect on the very aspirations, 
opinions, and attitudes to which policy responds. It does not operate as a 
kind of machine into which people feed their wants or needs and out of 
which come policy decisions to satisfy them. The machine itself manufac­
tures wants or needs. Molding the aspirations of citizens, it brings some 
issues to the agenda and discards others, puts some policies but not others 
before citizens or policy makers for choice and forms the opinions that 
will decide these choices. (1980: 114-15)

Thus, preexisting pension and relief arrangements in the late 
1920s and the early 1930s, along with changes in the political 
and economic environment—the decline of patronage politics, the 
stock market crash, declining investment and production, and un­
employment-set the stage for Social Security policymaking in 
the 1930s. Theda Skocpol and Edwin Amenta (1986: 149) use 
the term policy feedbacks to explain these dynamics. “Once in­
stituted, social policies in turn reshape the organization of the 
state itself and affect the goals and alliances of social groups in­
volved in ongoing political struggle. Thus the Social Security Act 
of 1935 strongly affected subsequent possibilities for bureaucratic 
activism, as well as alliances and cleavages in postwar American 
social politics” (Weir, Orloff, and Skocpol 1988: 25). Important 
analytical stages of the policymaking process include setting the 
agenda; specifying alternatives; choosing among alternatives by 
congressional vote, presidential decision, and other agents; imple­
mentation of the decision; and later outcomes (Kingdon 1984: 3).

The model presented here emphasizes the importance of com­
binations of political factors rather than single origins of policy 
events, as well as interactive effects between the broader socio­
political environment and organizations (e.g., outcomes at “time 
one” can be causes at “time two”). Because it is a model that 
moves beyond “single-factor hypotheses” (Skocpol and Amenta 
1986: 152), it embodies several sociological variables: organiza­
tional persistence, interests and incentives, coalition formation, 
timing and time, and ideology. Although I discuss these variables 
separately, individually they represent only one thread in a more 
general fabric.

century witnessed a plethora of research and theory regarding 
organizations. Alexis de Tocqueville was impressed upon his visit 
to America in 1831-32 with the preponderance of associations. 
‘“Whenever at the head of some new undertaking you see the 
government in France,” he observed, “or a man of rank in En­
gland, in the United States you will be sure to find an association' ” 
(1951: 106). Although there is some research on political organiza­
tions (Wilson 1973), much contemporary organizational literature 
focuses explicitly on private organizations (e.g., businesses). Politi­
cal organizations are very important, as a different kind of orga­
nization, and we need more research in this area (Brunsson 1985: 
186). In studying concrete political organizations, we must avoid 
beginning with grand theoretical abstractions; rather, such studies 
need “analytical induction and historically grounded comparisons” 
(Evans, Rueschemyer, and Skocpol 1985: 348). We must also guard 
against a monolithic conception of these groups (Esping-Andersen 
1990; Korpi 1983).

A final reason for focusing explicitly on organizational dynam­
ics is that most of us spend the greater part of our lives working 
within or dealing with large organizations. A fuller understanding 
of these dynamics can lead to more self-reflection, and therefore to 
more effective and efficient methods for achieving what is desired, 
whether privately or politically. Effective political change requires 
individuals to pool their resources and coordinate their actions 
(Lindblom 1980: too; Knoke 1988: 311). Individuals, regardless 
of their charisma or power, need others to enact social, political, 
economic, or ideological change.

The definition of organizations used here is broad: organiza­
tions are composed of groups of people who consciously coordi­
nate their activities to achieve some end (Mayhew 1986: 17). 
Social movements, formal associations, state bureaucracies, advi­
sory councils, and bipartisan commissions all constitute important 
organizational actors. The model presented here focuses on the 
effects of larger social structures on organizations, and how organi­
zations in turn ac upon these social structures. In other words, the 
sociopolitical environment is simultaneously an opportunity, a con­
straint, and an outcome; it is both cause and effect. As Charles E. 

Lindblom notes:
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age insurance, but pressures placed on Congress by politically 
entrenched Southern congressmen cut them out of the final legis­
lation. The Southerners were opposed to the idea of federal control 
that might weaken local autonomy, and they also feared that fed­
eral monies would lessen the economic dependence of blacks in 
an economy based on sharecropping and tenant farming (Qua- 
dagno 1985). Thus, we must pay attention to the dynamic processes 
of legislative histories, for it is quite evident that the passage of 
initial legislation is not always the same as follow-through and im­
plementation; it is in the implementation of policies and later legis­
lative tinkering that organizational persistence and the economic 
resources of powerful, entrenched organizations pay off. Certain 
things happen outside the control of organizations, but powerful 
groups, organized to articulate their interests when the time is 
right, can alter the initial legislation by their persistence. Powerful 
organizations have the resources required to maintain a presence 
in the legislative debates.

Persistence, resources, and coordination give certain groups the 
edge over social movement leaders who, though they may be able 
to arouse short-term passions, are unable to sustain interest in their 
programs or policies. Typically, these movements dissipate or are 
suppressed (Higley, Burton, and Field 1990: 421-22). Robert H. 
Salisbury writes: “It is characteristic of movements that many of 
the formal organizations within them have brief and highly volatile 
lives, and a large share of the sympathetically inclined individuals 
takes part only sporadically, if at all. Consequently, even though a 
movement may be very large in sympathy, it is typically uncertain 
in its mobilizable strength” (1984: 67).

Especially for social movements involving the poor, sustaining 
political power over the long term can be very difficult; by and 
large, they can only make sporadic challenges (Gamson 1975; 
Tilly 1975). Owing to the restraints of economy, social status, and 
psychological orientation, working-class groups do not typically 
organize on a sustained basis. The working class has to worry about 
matters of daily survival, and their lower levels of education and 
occupational prestige mean that their sense of political efficacy (as 
well as outsiders' perceptions of their political clout and aggressive­
ness) are weakened (Wilson 1973). The lower classes do, of course, 

ORGANIZATIONAL PERSISTENCE

Organizational observers often assume that organizational sur­
vival is a central concern of organizational leaders, but survival 
alone is an insufficient criterion for understanding political change. 
Political power often stems from what I shall call organizational per­
sistence. In this case, organizational persistence refers both to the 
prevalence of various lobbying groups in promoting Social Security 
legislation and to the institutionalization of Social Security itself. 
Organizations that survive and are active in political debates over 
the long term have positive effects on actors within those organi­
zations, as well as on outsiders’ perceptions of the organization’s 

political power.
Much like the very tenuous early years of a privately owned 

business, the beginning years of political organizations are often 
crucial for mere survival. Thus, the process of institutionalization 
is a variable, not a given. Merely passing legislation is not enough 
to assume the survival of a program; institutionalization also re­
quires following through with appropriations and later support­
ing amendments. Organizational persistence over the long term 
may in part reflect the level of resources that the organization is 
able to command, but constituencies of support are also created 
by conferring benefits. When old-age insurance benefits were first 
paid in 1940, not only was a new community of interests involved 
(beneficiaries), but those who were excluded, having less generous 
alternative pension arrangements, or none at all, rallied around 
the idea of expanded coverage.

Further, the NAM and the U.S. Chamber of Commerce were 
two politically powerful and persistent organizations relevant to 
the debates surrounding Social Security. These two organizations 
are very active in legislative debates that concern them, and they 
frequently testify in opposition to other significant groups; often, 
their opinions prevail (Wilson 1973: 311). At the outset, the NAM 
opposed Social Security legislation, but once it was evident that 
the laws would be passed, NAM played a role in shaping the final 
legislation in the 1930s.

In much the same way, persistence affected the coverage of 
farm and domestic workers; the original plan provided them old- 
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Because transformations of interest occur for a variety of rea­
sons, we must take into account the dynamic aspect of interests: 
political mobilization, for example, often occurs after changes in 
the larger political environment. One study of elderly advocate 
groups found that many of these groups were formed after major 
legislation was passed that benefited them, so they were not one of 
the causes of its passage (Walker 1983). In other words, the orga­
nizational actors who constitute the state are usually not neutral 
arbiters of externally generated interests; rather, on many issues, 
government organizations seek to promote their own unique agen­
das (Laumann and Knoke 1987: 382).

Further, since business, industrial, and labor organizations vary 
enormously in size and structure, they have a wide variety of eco­
nomic and political interests that sometimes conflict with those 
of other members within their own group. This diversity makes 
associations of individual enterprises more unpredictable in how 
they represent the “best” interests of members. Also, groups that 
are more or less similar may take different organizational posi­
tions on legislation because of differences in perceptions of what 
constitutes the best interests of the organization. Particularly in 
times of crisis, organizational actors may respond very unpredict- 
ably; at other times, perceptions of interests tend to coalesce and 
remain consistent from year to year, not only for individuals and 
organizations but also across coalitions of organizations.

Obviously, part of the interpretation of interests depends on the 
leadership within organizations, and the persons at the top of the 
organizational hierarchy are the ones who usually articulate inter­
ests. According to Salisbury (1984: 67), “It is not member inter­
ests as such that are crucial, but the judgments of organizational 
leaders about the needs of the institution as a continuing orga­
nization.” In interpreting such organizational interests it is thus 
more important to analyze the personality attributes of the leaders 
rather than those of persons lower in the hierarchy. For persons at 
the middle or lower levels, specific role demands will explain more 
of their behavior than any personality-related dimensions (Wilson 
1989: 209).

Interests can also be transformed through the political process 
itself. Both Jean-Jacques Rousseau and John Stuart Mill noted that 

INTERESTS AND INCENTIVES

Interests and incentives are important variables in analyzing 
political organizations. Before we can ask, “Whose interests are 
served?” we must understand how interests come to be defined. 
Neil Fligstein and Doug McAdam point out that political processes 
construct interests: “In stable worlds, it will be relatively easy to 
identify interests because they will be highly related to the actor’s 
position. ... In situations where there is objective crisis . . . skilled 
strategic actors will be able to innovate new interests” (n.d.: 36). 
Interests are thus variable and not necessarily inherent.

sometimes benefit from Social Security policymaking, at times as a 
result of their protests. The cards may be stacked against them in 
terms of sustaining political organizations, but other groups may 
also claim to speak on their behalf when political opportunities are 
available (Wilson 1973: 85).

Especially during crisis periods, hypothetical thinking is re­
quired of organizational actors, and “organizational interests” be­
come harder to define. Though organizations with greater eco­
nomic resources may be able in normal times to sustain pressure in 
legislative debates, this advantage is lessened during crisis periods, 
when disruptions in the status quo mean that social movements and 
relatively radical ideas usually have the greater audience. Finally, 
policy outcomes do not always favor elite groups; there are in­
stances when the “interests of elites” are misrepresented or there 
are unintended outcomes.

Despite these idiosyncratic occurrences, a key variable for this 
analysis is organizational persistence. Nelson W. Polsby observes, 
“Innovation in American politics is not always the work of a day, 
and the pursuit of successful innovation is consequently often not 
a task for those who need quick gratification” (1984: 173-74). 
Short-lived social movements or occasional public outcries do not 
generally make for effective policymaking; moreover, when the 
general public does register discontent, it tends not to demand 
specific legislative remedies, and it does not oversee the legisla­
tive process over time (Polsby 1984: 169; Burstein 1985: 68). It 
is in the writing and implementation of specific legislation that 
organizational persistence secures organizational goals.

24 Introduction
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increased membership (Gable 1953). In this way, threat begets 
organization (Wilson 1973), and threats are a more powerful in­
centive to organize than the mere opportunity to advance an issue 
in a positive way. Even within the three branches of government, 
veto powers and opposition politics are more common than active 
and positive propositions (Lindblom 1980: 84). Polsby, writing 
about the passage of bills in the legislative process, notes that “most 
of the dispersed powers in the process are essentially negative: 
legislation can be stalled or defeated in so many different ways by 
so many different people” (1986: 158).

Incentives to organize are also influenced by the relative num­
bers of potential beneficiaries and potential contributors; the size 
of interest groups can be inversely related to political strength 
(Becker 1983). When a relatively small group (compared with 
the remainder of the population) lobbies for economic benefits, 
the costs are widely distributed and benefits are focused. Smaller 
groups are also easier to organize, further contributing to their 
advantage in political debates. By contrast, larger groups, relative 
to the remainder of the population, require heavier economic bur­
dens for smaller payoffs. The early years of Social Security were 
characterized by relatively large benefits to the elderly for rela­
tively low costs to each individual taxpaying worker. This balance 
resulted in little opposition to increases in Social Security. The later 
years of the program have been characterized by a demographic 
and economic tipping point, at which costs have risen rapidly and 
a smaller number of workers have had to bear this heavier burden. 
Thus, various conflicting groups are now vying for power.

Undeniably, so far as economic incentives to form or be active 
in political organizations are concerned, employer organizations 
have certain built-in advantages. They do not have to overcome 
the resistance of workers (as workers do with businesses), and 
their greater financial resources can reduce the costs of individual 
membership. Not the least advantage is that in any particular in­
dustry, there are fewer firms than workers, so that collective will 
is easier to muster and to maintain (Wilson 1973: 143-44). This 
is not to say that large corporations have complete power and 
control. As Edward O. Laumann and David Knoke note: “Orga­
nizational resources are finite, even for the largest corporations, 

conceptions of self-interest are often altered by participation in 
public affairs (Salisbury 1978: 19). As Salisbury points out, “In a 
complex political world it is often unclear who has won. The politi­
cal process continues: alignments, coalitions, and changing tides 
of fortune. So, too, do our notions of what it is we want and seek” 
(1978: 34). Former Secretary of State George Schultz attributed 
the difficulty of managing public organizations to such changing 
definitions of interest: “ ‘It’s never over.’ Nothing is ever settled; 
debates over what many agencies should do and how they should 
do it are continuous, and so the maintenance of support for the 
agency is a never-ending, time-consuming process of negotiating 
and then renegotiating a set of agreements with stakeholders who 
are always changing their minds” (in Wilson 1989: 197).The whole 
matter of the relationship between organizations and interests is 
one that should be explored rather than assumed as given.

We must also pay attention to the incentives to organize. Man- 
cur Olson, Jr. (1965) has discussed the importance of selective 
incentives and the free-rider problem for organizations. He and 
other authors argue that political organizations are not gener­
ally organized to apply pressure in debates over public policy but 
rather organize around the desire for particular incentives or ma­
terial benefits that they cannot otherwise get (Olson 1965; Wilson 
1973; Salisbury 1984). The AAR.P has mastered the art of provid­
ing selective incentives to their members, and they are a political 
powerhouse with regard to Social Security policymaking.

Incentives to organize are strongest in the name of opposition— 
mostly to oppose some perceived threat—rather than to advance 
some new idea (Kingdon 1984: 208; Pfeffer and Salancik 1978). 
Organizational membership tends to be larger when there is some­
thing to fight. For example, around the turn of the century, labor 
unions organized more strikes and businesses formed antistrike 
and antiunion leagues. Many of these began as local organiza­
tions; later on, business leaders recognized that they could be 
more effective by joining together to form state and then national 
associations. These were the beginnings of the U.S. Chamber of 
Commerce (Quadagno 1988). A study of the NAM found that 
membership fluctuations coincided with changes in labor union 
membership. The NAM met each challenge by labor unions with 
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and the system’s persistence over indefinite time means that the 
political game will never be finished. Every organization must limit 
its involvement, husband its resources, and play for limited gains” 
(1987: 386-87). One way to combat the problem of limited orga­
nizational resources is to form coalitions with other organizations, 
to pool resources and coordinate the mutual effort.

COALITION FORMATION

Coalition formation is central in political life, and the emer­
gence of “cross-class conditions” can greatly affect the growth of 
welfare states (Orloff 1988: 42). Coalitions can be linkages between 
or among individuals, classes, and organizations. They are tempo­
rary, instrumental, sometimes symbolic aggregations of these social 
groups, but they are crucial vehicles in social and political change. 
They may involve odd bedfellows. The very existence of coalitions 
shows the problematic nature of abstract theoretical categories like 
the state, capital, and labor. For example, the coalition supporting 
the original Social Security Act of 1935 included some business 
organizations, but perhaps surprisingly, not all representatives of 
labor unions. One cannot generalize about such coalitions as if 
they were monolithic or continuous entities.

Coalition formation has numerous benefits. In the political 
arena, timely and accurate information is essential to operating 
effectively; knowledge and information are indeed power (Lau- 
mann and Knoke 1987: 13). Wilson calls timely and precise infor­
mation “the prime currency of politics” and notes that there are 
expectations of reciprocity in sharing information. Furthermore, 
if a political actor works alone when dealing with an important 
issue, there is always the risk of having incomplete information 
and perhaps unknowingly antagonizing prospective allies (Wilson 
1973: 279)-

Coalitions provide information about the activities of the orga­
nizations, and they create channels of communication; they are 
an important first step in obtaining the commitment of other im­
portant actors in the environment. They can also legitimate the 
focal organization (Pfeffer and Salancik 1978: 145). Social net­
works matter, so much so that leadership can be conceptualized 
as centrality in the communications network (Polsby 1986: 110).

This sharing of information eliminates a degree of uncertainty and 
makes outcomes somewhat more predictable (Pfeffer and Salancik 
1978: 146).

TIMING AND TIME AS POLITICAL AND

ORGANIZATIONAL FACTORS

The impact of timing and time further illustrates the interrela­
tionships between the broader economic and political environ­
ment and organizations. “Even typically ‘unrelated’ events may be 
linked by sharing a historical moment . . . that defines them as 
competing for the scarce attention of diverse actors” (Laumann 
and Knoke 1987: 40). Both the nature and the number of other 
events on a policy agenda, many of them unforeseen, can influence 
otherwise unrelated policies. This horizontal dimension is what 
I will refer to as timing, I refer to the vertical dimension as time 
(Laumann and Knoke 1987).

Various scholars have noted the existence of windows of op­
portunity for policy innovation—as a result of the alignment of 
change-promoting factors, or the convergence of actors, alterna­
tives, and widespread support. Timing is especially important as 
a climate of receptivity that allows ideas to take hold (Burstein 
rgSs). John W. Kingdon says, “The critical thing to understand 
is not where the seed comes from, but what makes the soil fer­
tile” (1984: 81). This climate is fostered by: “(1) the interests of 
groups in society, (2) the intellectual convictions of experts and 
policymakers, and (3) comparative knowledge, usually carried in 
the heads of experts or subject-matter specialists, knowledge of the 
ways in which problems have been previously handled elsewhere” 
(Polsby 1984: 166).

Skocpol (1992) has traced the influence during the 1930s of 
various models and proposals for pension plans that had worked in 
the individual states or in other countries. The political success of 
the new Social Security program centered around launching a trial 
balloon that finally worked. Trial balloons can be political speeches 
or tentative moves of an organization toward new agenda terms, 
and if they are successful, they can redefine social problems and 
answers. Polsby observes: “There is very little new under the sun. A 
great many newly enacted policies have been ‘in the air’ for quite a 
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opment of the Swedish and Danish welfare states (1978, 1985). He 
shows that over time, policy choices made by parties in power are 
crucial to understanding later policy development: events at “time 
one” consolidated or undermined electoral coalitions, and these 
coalitions were the very ones that political parties at “time two" 
depended upon.

The vertical dimension of time in regard to old-age insurance 
includes issues of uncertainty, short-term versus long-term orien­
tations, and time as it relates specifically to social insurance plans. 
First, uncertainty and organizational stress generally occur when 
models for problem-solving are nonexistent (Derthick 1990). One 
way to eliminate uncertainty and an extended search for solutions 
is for organizational actors to consider only a limited number of 
decision alternatives (Cyert and March 1963: 83). Another way in 
which organizations attempt to avoid or manage uncertainty is to 
focus on short-term events and evade judgments on the long term 
(Pfeffer and Salancik 1978: 282; Cyert and March 1963: 118-20). 
This strategy often leads to incremental change.

These issues are especially relevant for understanding politi­
cal organizations. National politics are biased toward decisions 
that can be made quickly, and toward problems that seem to 
be acute, not chronic. Quoting Polsby: “When a crisis occurs, 
leaders must act. The pressures of time and events, the multiple 
competing demands on our national government, mean that, un­
avoidably, policy-makers are less systematic, less orderly in their 
decision-making than they would be if they could fully control 
their environments” (1986: 5-6). Second, there is a difference in 
the time perspective of various state actors. Elected officials, quite 
understandably, have a different attitude toward short-term and 
long-term decisions from that of bureaucratic officials. Members 
of Congress, concerned about getting reelected, often have goals 
quite different from those of people who have to worry about the 
actuarial balance in the Social Security trust funds. It is all too 
often the case that politicians treat large trust fund reserves as an 
incentive to increase benefits, ignoring the actuaries’ emphasis on 
building up the reserves. During both the expansion and retrench­
ment phases of Social Security, election-year timing is central to 
our understanding of the turning points.
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while. In the heat of a presidential campaign or when a newly in­
augurated President wants a ‘new’ program, desk drawers fly open 
all over Washington. Pet schemes are fished out, dusted off, and 
tried out on the new political leaders. There is often a hiatus of 
years—sometimes decades—between the first proposal of a policy 
innovation and its appearance as a presidential ‘initiative,’ much 
less a law” (1986: 86). Nonetheless, the timing of a trial balloon 
is all-important. A window of opportunity may open, but if a solu­
tion is not readily available, the window may close. Conversely, a 
proposal may exist, but the political conditions may not be ripe 
for it to be promoted (Kingdon 1984: 216). Organizational theo­
rists call this organizational phenomenon a “garbage can” model 
of decision making. These models “assume that problems, solu­
tions, decision makers, and choice opportunities are independent, 
exogenous streams flowing through a system” (March and Olsen 
1989: 12). Problems, agendas, and alternatives are separate streams 
that may converge if the opportunity comes; the garbage can image 
implies a throwing together of problems and solutions in an often 
helter-skelter mishmash.

Once a new organization or innovation is launched, timing con­
tinues to be important. Outcomes can later become causes. Much 
like a fork in the road, the choice of certain options at one point 
in time forecloses alternative routes. The early years of an organi­
zation therefore greatly determine its ongoing structure. Paul A. 
David (1985: 335) suggests a path-dependent model in which “his­
torical accidents” or choices made early in the process are crucial. 
He traces the way in which the development of the typewriter key­
board, determined the eventual “lock-in” of the qwerty sequence. 
A keyboard arrangement that placed on the home row the se­
quence dhiatensor (the ten letters that appear in over 70 percent 
of the words in the English language) allowed for typing speeds 
20 to 40 percent faster, but it was abandoned in favor of qwerty 
because the industry expected that form to become the standard. 
The timing, or earlier debut, of the less-efficient qwerty keyboard 
became the main reason for its success.

In an excellent example of the interrelationships between tim­
ing, coalition formation, and policy outcomes, Gosta Esping- 
Andersen conducted a detailed longitudinal analysis of the devel­



are also central. Human beings act in both instrumental and ex­
pressive ways; therefore, the final concept employed throughout 
this analysis is ideology. As used here, it refers to sets of beliefs 
and ideas in our culture that relate to the role of social insurance 
programs. Ideology influences the Social Security bureaucracy, 
and the bureaucracy also influences ideology. Ideas regarding the 
family, demographics (fertility and immigration), unemployment, 
and equity and adequacy in the provision of social insurance are 
central ideological considerations. Indeed, these are not indepen­
dent sets of beliefs —they are interconnected. For example, if old- 
age insurance benefits are inadequate, then family dynamics can 
be affected in that someone has to care for the aged, disabled, 
or needy. There is a great deal of power symbolized in defining 
and processing the terms of any debate. Some examples of how 
ideologies are shaped illustrate this power.

The recruitment process of social organizations themselves can 
reinforce or alter ideologies (Brunsson 1985: 16; Wilson 1989: 64). 
Early staffing of the Social Security Board (later known as the Social 
Security Administration), involved careful screening of candidates, 
only those known to support Roosevelt’s vision of “social security” 
were employed. This is not to say that players other than Roosevelt’s 
hand-picked lieutenants were incapable of influencing Social Secu­
rity policymaking. Kingdon (1984: 208-9) distinguishes between 
visible participants who affect the agenda and hidden participants 
who affect the alternatives. External to the Social Security bureau­
cracy, various social movements played a key role in defining the 
issues in the early debates.

Social movements are noninstitutionalized political expression, 
and though tactics can vary from more reformist to more revolu­
tionary, these actors can influence ideology. Social movement theo­
rists discuss a dynamic called radical flank effects, which refers to 
situations where more radical actors serve to shift the terms of the 
debate toward a more extreme direction than would occur without 
their involvement. This dynamic can have spin-off effects whereby 
policies, such as Social Security, formerly considered radical, gain 
new support in the more heated political context. Powerful politi­
cal actors look to these social movements for reasonable coalition 
partners that speak for the movement (Haines 1984), but the pres-

IDEOLOGY

While economic factors are certainly important when analyzing 
Social Security policymaking, other noneconomic sets of beliefs 
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The argument that electoral-economic cycles influence Social 
Security policymaking is supported by evidence of election-year 
timing for Roosevelt in the 1930s (Wright 1974), and of Social 
Security benefit increases between 1950 and 1972 (Tufte 1978). 
That is, the more popular expansionary legislation of the 1950s 
and 1960s took place, almost without exception, every election 
year. In 1977 and 1983, Congress avoided inflicting the pain of 
retrenchments, with little offsetting benefit, during election years.

Tenure also affects organizational actors' time orientation. Bu­
reaucrats and congressional representatives tend to think in terms 
of careers, whereas Presidents now have no more than eight years. 
This difference affects the way in which politicians focus their ener­
gies:

The President is intent on the problem of the moment, which is to pass 
high-priority items in his program. He asks his congressional allies to 
spend power in behalf of this goal. The congressperson, who has to worry 
about the possibility of a future transfer to a desirable committee or a 
private bill that he or she thinks may mean political life or death at some 
future time, is naturally inclined to hoard power or to invest it so as to 
increase their future stock of resources. (Polsby 1986: 194)

Finally, time is an important dimension of any social insurance 
program. Lester Thurow (personal communication) notes that 
in providing old-age insurance pensions, all societies have faced 
what he calls the “first generation gift” and the “last generation 
problem.” The first beneficiaries generally receive much more in 
benefits than they contributed, and the “last generation” must be 
concerned with who will pay for their benefits. For these reasons, 
Social Security has been likened to an intergenerational chain let­
ter, with the built-in potential to be a zero-sum political hot potato. 
In the early years, benefits could be increased without any notice­
able impact on the taxpaying workers; today, the rate of the Social 
Security payroll tax and the level of benefits for the retired are 
important bones of contention.
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1939

1943

1950

1958

1961

1952

1954

1968

1969

1971

1972

Hospital insurance (Medicare) became law. Benefits increased 7 per­
cent. Tax rate increased to 4.2 percent and wage base to 36,600 for 1966. Coverage 
extended to doctors.

Benefits increased by 13 percent, wage base raised to 37,800.

Benefits increased by 15 percent.
Benefits increased by 10 percent, wage base raised to 39,000.

Benefits increased by 20 percent, indexed to CPI, to be effective Janu­
ary 1975. Wage base raised to 310,800 for 1973. Tax rate for 1973 raised to 5.85 
percent.

TABLE 1
Legislative Turning Points in Social Security, I gyj-r <)Sy

Year

1935

Disability insurance benefits added, payable at age 50. Women permitted 
to retire at age 62 with reduced benefits. Coverage extended to lawyers, dentists, 
veterinarians, and optometrists. Tax rate increased by 0.25 percent to finance 
disability benefits.

Increased benefits by 7 percent and raised wage base to 34,800. Benefits
added for dependents of disability insurance beneficiaries, and eligibility standard 
for disability insurance was liberalized. Tax rate increased to 2.5 percent for 1959.

Permitted men to retire at 62 with reduced benefits. Miscellaneous liber­
alizations, such as increase in widows’ benefits. Tax rate increased to 3.125 percent
for 1962.

1965

Effect _____________________________________________________

Established system of federal old-age benefits covering workers in com­
merce and industry. Benefits to be payable beginning in 1942 to qualified persons 
aged 65 and over. Payroll tax of 1 percent each on employers and employees, 
payable on wage base of 33,000 was to be imposed on January 1, 1937, and was 
scheduled to rise in steps to 3 percent by 1949.

Authorized supplemental benefits for dependents of retired workers and
for surviving dependents in case of death. Starting date for monthly benefits was 
moved to 1940. Tax rate increase to 1.5 percent, originally scheduled to occur in 
1940, was postponed to 1943.

Continued the tax rate at 1 percent until 1945 and authorized the use of 
general revenues to cover any financial deficit in Social Security.

Extended compulsory coverage to nonfarm self-employed (except
for certain professional groups), and to regularly employed domestic and farm 
workers. Authorized optional coverage for employees of state and local govern­
ments and nonprofit organizations. Benefits increased by 77 percent, wage base 
raised to 33,600 in 1951, and tax rate allowed to rise to 1.5 percent. Authorization 
to use general revenues repealed.

Benefits increased by 12.5 percent.
Compulsory coverage extended to self-employed farmers, categories of

farm workers not covered in 1950 amendments, and miscellaneous self-employed 
professional groups. Voluntary coverage extended to ministers and members of 
religious orders. Wage base raised to 34,200 in 1955, and benefits increased by 13 
percent. Provisions for “disability freeze" to protect workers from loss or impair­
ment of benefit rights during periods of total disability. Increased tax rates for the 
1970s.

1956

ence of more radical members serves to realign the terms of the 
debate.

In general, however, it is organizational persistence that pre­
vails. Over the longer term, regular participants in the political 
process are more likely to help frame the issue or set the agenda. 
Political outsiders will generally have more difficulty in getting 
their definitions of the problem accepted as valid (Laumann and 
Knoke1987:315).

Three important shifts in the ideological climate surrounding 
Social Security legislation have occurred during its history. First, 
with extremely high unemployment during the Great Depression, 
unemployment was ideologically redefined by many as a collective 
social problem rather than as a problem of personal inadequa­
cies. Second, the relative emphasis on the equity versus adequacy 
of old-age insurance benefits has varied greatly over time. During 
the early and later years, equity was the focus; during the middle 
years, adequacy was the catchword. This shift is related to the suc­
cess of many elderly advocate groups in defining these benefits 
as “earned.” Yet the debates over “adequacy” reflect the elasticity 
of the concept of “earned” benefits. The ability of the AARP and 
other elderly groups to reinforce the idea of “earned” benefits (de­
spite the fact that many beneficiaries in the early years drew out 
far more in benefits than they ever paid in) reflects their power to 
define the ideological agenda.

The third ideological shift involves society’s ideas about old- 
age insurance as a contract or a form of community. During most 
of the early years, Americans supported old-age insurance as a 
way of fostering goodwill within society. Old-age insurance monies 
stimulated the economy, helped the elderly to enjoy a more dig­
nified retirement, and created jobs for younger and middle-aged 
workers. After the amendments of 1972, however, the economic 
context became more zero-sum (one person’s gain was another’s 
loss), and the notion of old-age insurance as a contract became 
prevalent. Elderly advocate groups maintained that old-age insur­
ance represented an intergenerational contract, and groups of tax­
paying workers united in opposition to higher and higher Social 
Security payroll tax rates. Ideology clearly plays an important role 
in framing policymaking.
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Act0 Years 6

S 93.07

164.84
1977

207.84

1983
214.75

236.88

247.631965

236.531968

250.331969

367.571977

1983

1960
1961

1935-47
1939
1950

1952
1954
1956
1958

1971
1972
1973

TABLE 1 

Continued Average monthly 
benefit under 

OASDHI d
Earnings

base
Year

1973

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-igSa 
statistics on earnings base and contribution rate taken from various sources.

“Year act legislated.
AYear act effective.
Employer and employee each contribute equal percentage.
dOld-age, survivors, disability, and hospital insurance benefits in 1981 dollars. 
^Employee pays 6.7 percent. Employee’s additional 0.3 percent is supplied from general 

revenues.
f Will be adjusted by federal law to reflect increasing income levels.

1937-49 
1939-49 
1951-53
1954
1953 
1955-56 
1957-58 
1959
1960-61
1961
1962
1963-65
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990

TABLE 2

Financing and Average Monthly Benefit of Old-age, Survivors, Disability, 

and Hospital Insurance

S 3,000
3,000
3,600
3,600
3.600
4,200
4,200
4,800
4,800 
4,800
4,800
4.800
6.600
6,600
7.800 
7,800 
7,800
7,800 
9,000 

10,800
13,200 
14,100
15,300 
16,500
17.700
22.900
25.900
29.700
32,400
35.700
37,800 
39,600 

/
I
I 
f 
/

Contribution 
rate c (pct.)

1.000 
1.000
1.500 
2.000 
2.000 
2.000
2.250
2.500 
3.000 
3.000
3.125 
3.625
4.200
4.400 
4.400
4.800
4.800
5.200 
5.200 
5.850 
5.850 
5.850
5.850 
5.850
6.050 
6.130 
6.130
6.650
6.700 
6.700 
7.000e 
7.050 
7.150 
7.150
7.510
7.510
7.650

302.24
359.01
338.25

The theoretical framework advocated here adds clarity and pre­
cision to the debates over political power and decision making, 
by considering organizational actors representing a/Zlevels—elites, 
the middle class, the working class, and the lower class. This model 
is not monocausal or deterministic in focus. It does say that, in 
the longer term, political outcomes will favor those groups with 
the most economic and political resources; however, such is not 
always the case. Windows of opportunity open mostly during times 
of economic or political turmoil, and it is at these points that orga­
nizations can reorient political debates. The social context that 
permits organizational actors to make a difference depends on 
their political placement in relation to other allies, and on the 
political resources of a wide variety of state actors. These align­
ments necessarily change over time. In general, representatives of 
more reformist social movements are chosen by political actors to 
signify the opposition. This serves to temper more radical political 
change.

Five periods in the history of old-age insurance emerged, and 
the chronology of these legislative turning points shapes the orga­
nization of the remainder of this volume. Table 1 shows key turning 
points in Social Security since its inception. There were seven­
teen amendments studied. For each of these amendments, Table 2 
shows the earning base, contribution rate, and average monthly 
benefit that corresponds to the amendments. Chapter 2 covers the

Effect

Benefits increased by 11 percent. Automatic adjustments rescheduled to 
begin June 1975. Wage base raised to $13,200.

Passed to meet unexpected deficit. Tax rate increase scheduled for 1978
unchanged, but increase to 6.13 percent in 1979 scheduled, along with higher tax 
rates for later. Wage base increases in excess of expected automatic adjustments.

Extended compulsory coverage to federal civilian workers and nonprofit 
employees. Prohibited state and local governments from terminating coverage. 
Delayed payment of COLAs, accelerated payroll tax increases, and revised tax 
treatment of benefits. Raised full benefit eligibility age gradually from 65 to 67. 
Authorized interfund borrowing among three trust funds and maximized trust 
fund investment income.
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each of these periods. Through this framework, I show how factors 
both external and internal to the bureaucracy created a context 
that was primed for the various legislative turning points. Next, 
I discuss the nature of proposed changes, delineating supporters 
and opponents, as well as the legislative outcomes. Finally, I reiter­
ate how organizational dynamics illuminate many of the political 
and social outcomes. Chapter 7 concludes with some thoughts on 
the future of the program, based on the organizational dynamics 
presented in the preceding chapters.

pre-1935 period and events leading to the passage of the Social 
Security Act in 1935. Especially for a new bureaucracy, the early 
years are the crucial years. Many laws establishing new programs 
are passed without the necessary appropriations to fund the pro­
gram. Programs instituted in one presidential administration may 
not be continued in another administration. According to Robert 
Dahl, “Nothing is harder to create than a new institution, nothing 
harder to destroy than an established one” (1967: 378)-

Chapter 3 covers the origins phase of 1935-49- Although the 
1935 Act and the 1939 amendments were the only major pieces of 
Social Security legislation passed during this fifteen-year period, 
these years were a crucial time for the fledgling bureaucracy. Chap­
ter 4 highlights the events of the glory days of the program from 
1950 to 1969, when the program grew enormously. Changes during 
these years gave broader coverage and higher benefits and added 
new programs for disability and hospital insurance. As the ground 
rules or status quo shifted, new ways of doing business emerged 
for all groups involved. Once these interests became embedded in 
maintaining or expanding the benefits they derived from Social 
Security, incremental changes were common. The cash benefits 
program created a clientele that lobbied for extended benefits, 
and those 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.

Chapter 5 deals with what may be considered the tipping point 
of the program, a change that occurred from 1970 through 1976. 
The 1972 amendments were the last in a long line of major benefit 
increases; after 1972, amendments took the form of programma­
tic retrenchments. The 1972 amendments linked Social Security 
benefits to the Consumer Price Index. Chapter 6 covers the period 
from 1977 to 1990, a time of general retrenchment and public dis­
illusionment with the program. The crisis in the trust funds and 
entrenchment of the bureaucracy meant less power and authority 
for the Social Security Administration. Social Security had evolved 
into a more tightly coupled, zero-sum system.

The framework of these chapters will give the reader a brief 
sketch of the economic and political environment characteristic of 
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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, quoted in Ashworth 1936: 41

Social Security in its early form, as well as the organizational dy­
namics at work.

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 the area where by far 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 compen­
sation. This chapter covers events that led to the passage of the 
1935 legislation.

The reason for discussing the pre-1935 period as distinct from 
later developments lies in the “ground zero” nature of the early 
debates, when the program was still controversial and alternatives 
were more evident. Policymakers grappled with the changing inter­
ests, problems, and capacities of a patchwork of state-level old-age 
pension plans, federal emergency relief, and local poor relief (Katz 
1986; Orloff 1988). Old-age insurance, as contemporary observers 
know it, was not entrenched bureaucratically or in the minds of 
American taxpayers in the 1930s. Indeed, contemporary observers 
of the Social Security program tend to forget just how controver­
sial the early payroll tax was—a new tax that was proposed during 
the worst economic crisis this nation has ever known. It would not 
be until the legislation of the 1950s that we would witness frequent 
expansions of the program.

In my discussion of the pre-1935 years, I begin with the im­
portant events and shifting ideologies in order to show the eco­
nomic and political landscape of the period. I then discuss impor­
tant organizations or individuals who either supported or opposed

The Economic and Political Context

Americans pride themselves on their individualism, but as early 
as 1831 Alexis de Tocqueville recognized that it was not individu­
alism as such but “voluntary association" that was “the real key to 
social action and organization in the United States” (in Lubove 
1986: 1). Before the New Deal, social insurance or relief was a 
combination of public and private ventures. Michael B. Katz ob­
serves, “The precise configuration of relief arrangements varied 
from state to state, indeed from county to county, but almost every­
where complex funding and administrative arrangements blurred 
the boundary between public and private” (1986: 46). In the 1920s 
there were numerous relief programs, including poorhouses, indi­
vidual families and private charities, voluntary philanthropic asso­
ciations, and a patchwork of state or local public assistance, but 
the private sector was much preferred, as Roy Lubove explains:

The crucial consideration in allocating relief and rehabilitation responsi­
bilities 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 lib­
eralization of economic benefits. Most important, the private sector was 
better equipped to exert those moral and religious influences which would 
prevent economic assistance from degenerating into a mechanical dole 
and source of pauperization. (1986: 186)

Despite this preference, programs of economic relief in the 
United States were administered both publicly and privately, as 
were the old-age pensions that had evolved. There was a massive 
Civil War pensions system in the late 1800s and early 1900s. At 
the turn of the century, 95 percent of Civil War veterans were re­
ceiving Civil War pensions, and by 1910, over one-third of all men 
in the north, and one-quarter of all men in the United States were 
covered under this system (Skocpol 1992).

Some private employers, in an effort to “scientifically manage” 
their labor force, had developed private pension plans in the late 
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don on the employer’s part. These plans usually had no 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 retire­
ment plans, charging that employers used the pensions as a means 
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” (W. Graebner 1980: 51). The 
unions’ objections were based on various grounds. First, a pension 
that a company could grant or withhold at its own discretion could 
prove an effective weapon in combating union organization in 
the first place. Second, concentration on future pension benefits, 
traded for present wage increases, was a poor bargain if the com­
pany collapsed or discontinued the plan. Third, unions appealed 
more strongly to younger workers, who were generally more con­
cerned with wage and hour concessions. Fourth, the unions cited 
cases of workers going on strike and losing their pension rights, 
and instances where employers called pensioners back to work dur­
ing strikes. Finally, these pensions were not portable, so workers 
were bound to a single employer to retain their pensions.

The Great Depression wreaked economic, political, and ideo­
logical havoc with the above-mentioned arrangements. The stock 
market crash of 1929 and the ensuing Depression brought eco­
nomic ruin unlike that of any period in American history. In 1933, 
one out of every four persons was officially listed as unemployed 
(see Fig. 2)..The traditional ideological emphasis on hard work, 
thrift, and individual initiative suddenly rang hollow to the masses 
of unemployed. Such massive unemployment meant that the un­
employed began to blame the system, rather than themselves as 
individuals.

The Communist Party in the United States seized increasing 
attention, and in 1932, for the first time in U.S. history, a Com­
munist Party candidate ran for President and captured 102,785 
votes (USBC 1975: 1073). Communist Party membership, though 
still relatively small, increased during the Depression. Nelson W. 
Polsby, writing about presidential powers, notes:

1800s. Pensions became part of the bureaucratizing mechanism, 
the archetype of the calculable organization being bureaucracy, 
not democracy (Lipset, Prow, and Coleman 1956). In the early 
1930s, of all the workers covered by employer pension plans, 80 
percent worked for railroads, public utilities, and metal indus­
tries (Lubove 1986: 128). These employers were the larger and 
more bureaucratic sectors of business, industry, and finance, and 
they wanted a more efficient way of dealing with older workers. 
Company pension plans offered an easy, objective way to retire 
older workers, and pensions replaced the old, informal personnel 
practice of providing for loyal older workers who were in need. 
The employer could fulfill this moral obligation in a consistent, 
predetermined manner. What had formerly been decided on an 
individual, case-by-case basis could now be dealt with bureaucrati­
cally. In addition, some employers perceived that pension plans 
afforded an efficient, fair method for retiring older, more highly 
paid workers, and replacing them with young workers who were 
full of energy and had the most up-to-date training. A further in­
centive for employers to develop their own pension plans was the 
attraction of creating a pool of money that they could invest and 
earn interest on, and on which no taxes would be levied. Some of 
the business opposition to the original Social Security Act stemmed 
from the existence of these private pension plans.

There were numerous limitations to most of these early 
twentieth-century plans, however. Theda Skocpol points out that 
the United States could have moved to a genuine old-age insur­
ance policy for working men after the Civil War veterans died, 
but the middle class viewed these pensions as a dangerous prece­
dent of government largesse; their resistance was a major obstacle 
to broadening the provision of social insurance (Skocpol 1992). 
Employer-provided pension plans, though more favorably viewed, 
could be withdrawn, and many were. Of the 418 employer pension 
plans in existence in 1929 at the time of the Wall Street crash, 45 
had been abandoned by 1932 (Slichter 1949: 9). By 1932, only 15 
percent of all U.S. workers were potentially covered under these 
plans, and a mere 5 percent of the needy aged received pensions 
(W. Graebner 1980: 133). Perhaps most importantly, the majority 
of employer pension plans implied a moral rather than legal obliga- 
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Old-age insurance was looked upon as a way of retiring massive 
numbers of older workers and ultimately transforming them from 
producers to consumers. But the range of possible solutions to 
these problems was relatively wide, and it is this factor that makes 
the form of the 1935 act important. In this political shake-up, 
Social Security emerged as one of the most significant and en­
during of the New Deal reforms. It represented a major shift in 
emphasis from personal initiative and hard work to provision of a 
measure of security for all citizens.

In 1934, Roosevelt established the cabinet-level Committee on 
Economic Security (CES), led by the Secretary of Labor (Frances 
Perlcius), and including the Secretary of the Treasury, the Attorney 
General, the Secretary of Agriculture, and the Federal Emergency 
Relief Administrator. Roosevelt instructed the CES to make a com­
prehensive study of the conditions that lead to destitution and 
dependency, and to recommend appropriate measures that 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 expected to be responsible for the 
enormous relief measures that were required, it was also recog­
nized that the profit motive of business and industry might not 
ensure the best old-age insurance coverage possible. After noting 
the shortcomings of private or state-administered pension plans, 
and the success of foreign nations with national old-age insurance 
plans, the CES’s beliefs were strengthened in the wisdom of federal 

control.
Roosevelt’s enthusiastic support of the Social Security Act of 

1935 ensured its success. Roosevelt was enormously popular—he 
won 57 percent of the popular vote in 1932, and 61 percent in 1936 
(USBC 1975: 1073)-and Social Security was a top priority for 
him; Democrats interpreted attacks on Social Security as attacks 
on Roosevelt. Moreover, Roosevelt’s political astuteness made him 
successful in his maneuvers to secure the passage of his preferred 
version of Social Security legislation. Part of his success relates to 
the concept of coalition formation. Amid the economic and politi­
cal disarray, previously entrenched interests were momentarily dis­
tracted or dislodged. For example, in the early discussions of Social 
Security, Roosevelt appointed an Advisory Council on Social Secu­

There are occasional periods of severe domestic difficulty in which presi­
dential proposals find ready acceptance in Congress. One such period was 
the famous first too days of Franklin Roosevelt’s first term of office, when 
the presidential honeymoon coincided with the depths of a depression. An 
impressive volume of legislation was enacted during this period, some of 
it remarkably innovative, but it would be wrong to suggest, as it sometimes 
is, that the too days were merely a demonstration of presidential mas­
tery over Congress. Rather, both Congress and the President responded 
in much the same way to the urgency of external events. (1986: 208-9)

For business and industry, high unemployment meant lack of 
spending power on the part of the general public, with a depres­
sant effect on sales and profits. Given the economic context—a 
booming economy in the 1920s followed by the economic collapse 
in the 1930s—historically unprecedented departures from private 
voluntary efforts were forthcoming. It was clear that existing re­
lief and pension programs could not deal with the magnitude of 
problems associated with massive dependency.

One of the chief reasons for the passage of the original Social 
Security Act was high unemployment (Gratton 1986). Both the un­
employment 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.
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Fig. 2. Civilian unemployed rate, 1929-1950. (Source: Historical Statistics 
of the U.S.)
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rity. In order to make it seem that all interests were represented 
in these early debates, Roosevelt was careful to include represen­
tatives of business and industry, labor, and the public (USNA, 
“Chairman’s Files-011-011.1”). In truth, however, this coalition was 
carefully stacked to include only those representatives of the vari­
ous interests known to be favorable to the proposed system. Indus­
trial and business groups known to be opposed to Social Security- 
such as the National Association of Manufacturers and the U.S. 
Chamber of Commerce—were simply not asked to participate. A 
letter dated August 16, 1934, from Arthur J. Altmeyer (then Sec­
ond Assistant Secretary to Secretary of Labor Frances Perkins) to 
Mary Dewson, vice chair of the Democratic National Committee, 
reveals how the selection was stacked:

There is an Advisory Council to be appointed to assist the President’s Com­
mittee [CESJ.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. (USNA, “Altmeyer-011”)

Thus, existing dissension within groups known generically as “busi­
ness and industry,” “labor,” and “the public” was used to Social 
Security’s advantage by Roosevelt and other proponents of social 
insurance, through their choosing a coalition of representatives 
known to be sympathetic to Roosevelt’s contributory program. In 
other words, members of the Advisory Council were to be selected 
first as individuals sympathetic to the cause, and only secondarily 
because of their affiliation with a particular business, industry, 
finance, or labor group. Newspaper accounts noted only that rep­
resentatives of “business and industry,” “labor,” and the “public” 
served on the council.

The idea of the “relative autonomy of the state” is evident here. 
It is also clear that the state is not one unified force. According 
to Skocpol, during 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 less regard for capital’s position (1980: 
178). Charles and Mary Beard described the support for Roosevelt:

Despite minor dissents and controversies over details, the country as a 
whole rallied enthusiastically to the support of President Roosevelt dur­
ing the spring and summer of 1933. Companionship in misery and fear 
almost turned politics into a love feast. Powerful business leaders cooper­
ated with the administration in a spirit of cheerful compliance contrasting 
sharply with the hostility which they had displayed toward Bryanism, Pro­
gressivism 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. 
(1939: 244-45)

Clearly, there was a mandate from the public for change in the 
1930s, but the nature of the change envisioned varied according 
to the source. What we see in the early years is a continuum of 
autonomy within the state. (Similarly, the autonomy of various 
state actors is also historically variable.) President Roosevelt had 
more autonomy than did others in his administration, and early 
administrative supporters had more autonomy than did congres­
sional representatives. From 1933 to 1936, Congress was more 
liberal than Roosevelt, and it was quite ready to pass noncontribu­
tory pension legislation in the election year of 1934. Roosevelt 
held Congress back by appointing the Committee on Economic 
Security, which delayed legislation, and then he pressed the more 
fiscally conservative contributory program upon Congress.

Roosevelt’s CES and the Advisory Council, however, were not 
the only groups working on proposals to deal with the economic 
hardships brought on by the Depression. Wallace Sayre, writing in 
1936, spoke of the “political ground-swell,” which he attributed 
to massive unrest with the existing sociopolitical 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 “revolving” pension, which would be financed 
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bv 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, labeled the tax pyramiding and argued that the 
economic costs would be enormous. The Townsend Plan promised 
everybody over the age of 65 benefits of $200 per month. In order 
to stimulate the economy, pensioners would have to prove 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 docu­
mentation would be excessive. Nevertheless, the Townsend move­
ment 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 peti­
tions asking Congress to pass the Townsend Plan (CR 1935: 5456). 
Although Townsend later lost much of his popularity after he re­
fused to answer questions posed by a congressional committee and 
was declared in contempt of Congress (and then pardoned by Presi­
dent Roosevelt), the Townsend movement survived into the 1980s 
(Collin 1981: 109). Both the amount of the monthly pension and 
the flat nature (everyone would receive the same amount regard­
less 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. This grandiose scheme, an attempt 
to follow through on Roosevelt’s 1932 campaign promise to give 
the American people an opportunity to “share in the redistribu­
tion of wealth” (CR 1935: 9908), proposed a federal tax of 100 
percent on annual incomes in excess of $5 million and/or prop­
erty valued at more than $50 million. The revenues were to be 
distributed by giving everyone a homestead, car, radio, and wash­
ing machine. Persons over the age of 60 who had annual incomes 
of less than $1,000 and property valued at less than $10,000 would 
receive monthly pensions of $30 (Weaver 1982: 70).

The Kingfish hired a flamboyant, thirty-year-old Disciples of Christ 
preacher named Gerald L. K. Smith. Smith, who later became the doyen of 
America’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, beefsteak 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. (Gollin 1981: 110)

Still 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 pres­
sure movement of American Catholics. Reverend Coughlin advo­
cated “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 collapsed after a barrage of anti-Semitic rhetoric forced 
his religious superiors to order him off the air.

Various other relatively small, esoteric, and radical groups pre­
sented other radical alternatives. The Utopians proposed 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 con­
servative American Liberty League, whose primary intention was 
to detach the 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 
those of the American Liberty League but was based in Georgia 
and Texas. The role of these advocate groups, in retrospect, was 
one of shifting the ideological agenda. All these social movements 
provided a radical alternative to the Social Security program. Most 
of them promised benefit amounts greatly in excess of original 
Social Security benefits (about $14 per month). The social move­
ments literature notes that “radical flank effects” of this sort do 
force some reaction from legislators, albeit less radical solutions. 
Both Frances Perkins (1946) and Edwin Witte (1962) testify to 
the importance of the Townsend movement on their strategies for 
securing the passage of the Social Security Act in 1935. Carolyn L. 
Weaver, noting the effect, says:

The success of the Townsend movement may well have been more appar­
ent 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 
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Support for Social Security

Having portrayed these more radical alternatives as possible 
solutions, the supporters of Roosevelt’s program then had to dis­
credit their value in relation to their preferred version of Social 
Security. It was relatively easy to discredit the high benefit amounts, 
such as the $200 per month promised by the Townsend Plan, by 
citing actuarial estimates on the costs to workers of such large 
monthly benefits. Social Security advocates had always emphasized 
the need for a balance between the taxpaying worker and the 
beneficiary. Also, the notion of a flat pension plan was inconsistent 
with America’s meritocratic ideology. The Social Security program 
that emerged linked the amount of wages earned and the amount 
of benefits to be paid out and fitted well with the long-standing 
American ideology of fairness.

As the popularity of these various programs attested, the pub­
lic, many of them in dire economic straits, registered their dissat­
isfaction with existing conditions, and 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, one finds a great deal of testimony to the effect that 
the whole capitalist economy was in danger of collapse. A state­
ment by House 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 have attracted a wide-spread fol­
lowing implies a threat to our existing institutions which should 
not be regarded lightly” (C/J 1935: 5468). Speaking about the 
Townsend revolving pension plan, Representative George Burn­
ham (R-California) reported that he had received “numerous peti­
tions bearing the names of thousands of my constituents who are 
vitally interested in the plan and demand its consideration” (CR 
1935: 5583). (Townsend’s great popularity in California may have 
persuaded 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 representa­
tives of the people and the law-making authority of the people, 
going to deny completely these petitions of the people?” (CR 1935: 
5457) Representative Richard Duncan (D-Missouri) also reported 
that the “letters we get from the old folks in our districts are pitiful. 
They believe honestly in their hearts that they are going to get S200 
a month or $100 a month” (CR 1935: 5547)- Representative Byron 
Scott (D-California) believed in providing adequate coverage and 
criticized some of his fellow legislators:

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 insurance 
or old-age pensions. Rugged individualism was the accepted theory. . . . 
Our technological development has tended to throw men out of employ­
ment, 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 

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).

Indeed, compared with the social movements of Townsend, Long, 
and Coughlin, the old-age insurance program that was eventually 
instituted was not radical at all. As Alan Brinkley (1982) pointed 
out, and Robert Sherrill underscored in a review of Brinkley’s 
book, it is one of the “funnier ironies of history . . . that Roosevelt 
owes his liberal sainthood to having been goaded by ideological 
roughnecks like Long and Coughlin into advocating reforms he 
was basically rather cool to. They manipulated the Great Manipula­
tor. Roosevelt was not grateful. He and the big business community 
agreed on many things, but nothing brought them into such enthu­
siastic agreement as their distaste for Long and Coughlin” (Sherrill 
1982: 13).
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along with an invention in the social field we turn it down because our 
minds cannot grasp a new idea. (CA 1935: 5547-48)

Opponents of Social Security used the long-standing argument 
that social insurance of any sort would encourage idleness. Chair­
man 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 Ameri­
can tradition of self-reliance and initiative. ... It must be rec­
ognized that the aged person in need of public assistance is in a 
different class from the ordinary relief case. There is no question 
of returning him to society as a wage earner. His time of gainful 
employment has passed” (Cff 1935: 5468-69). Many supporters of 
Social Security emphasized this same concern with efficiency and 
economic usefulness. 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” (CR 1935: 5568). Mott was a sup­
porter of Social Security as long as the worker would be required 
to “retire from competition and to spend his pension money.” This 
logic was very similar to that employed under the Townsend Plan.

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 increase the 
productivity of the young by removing from their shoulders the 
uneven burden of caring for the old” (CR 1935: 9286). Again, it 
is important to reiterate that a major 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 
Railroad Men’s Retirement Act: “If it should go into effect, it is esti­
mated that in the first year it will take out of service approximately 
250,000 railroad men, placing them on a pension or annuity. That 
would naturally make openings for 250,000 younger men” (CR 
1935: 556o).

Pleas for assistance and support for a federal Social Security 
plan also came 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. Fred Block and his colleagues write: “The mas­
sive unemployment of the Great Depression stimulated a wave of 
protests demanding ‘bread or wages.' Local government authori­
ties, their revenues depleted by the economic collapse, were both 
stymied in responding to these demands and fearful of resisting 
them. To cope with their dilemma, they lobbied in an increasingly 
alarmist spirit for federal emergency relief measures, until then 
unprecedented in the United States” (1987: 9).

The American Federation of Labor backed Labor Secretary 
Perkins in support of Social Security legislation. Not only was 
the Social Security Board originally housed in the Department 
of Labor building, but also labor unions wanted the Social Secu­
rity Board to be administratively supervised by the Department 
of Labor (USNA, “AFL-1940”). The support of the AFL was not 
merely ideological. The Depression and high unemployment had 
virtually emptied the coffers of union pension plans, strike funds, 
and unemployment monies. The 1934 Proceedings of the AFL’s an­
nual 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 de­
pleted and themselves impotent to cope with these problems” 
(AFLA 1934: 207). The AFL anxiously looked forward to the eco­
nomic relief provided by the new Social Security legislation. An 
instrumentalist analysis largely overlooks other forms of socializa­
tion of domestic security costs; the fact that local and state gov­
ernments, and labor unions as well, sought economic relief from 
the federal government shows that other groups besides monopoly 
capital had economic interests in the expansion of the welfare state.

Some union officials even believed that their pensioners could 
be transferred en masse to the government system. In a letter 
dated June 5, 1936, from Arthur}. Altmeyer to Frank Morrison, 
secretary-treasurer of AFL, Altmeyer was skeptical of the idea: 
these plans, he wrote, “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 com­
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how the reduced purchasing power of the people causes “in itself 
recurrent industrial depression which arises out of the failure of 
consumption to keep pace with production” (CR 1935: 5572-73).

Opposition to Social Security

Despite a great deal of support for Social Security in the 1930s, 
the program was very controversial, especially in the Congress, in 
the early years (unlike the relative complacency and acceptance 
of the 1950s and 1960s.) Support and opposition took strict party 
lines: roughly 30 percent of the Republicans voted “nay” on the 
first proposals, while fewer than 30 percent of the Democrats voted 
against them. (In the final House and Senate votes, however, only 
14 Democrats and 23 Republicans voted against the act; USNA, 
“011-011.1”.)

Early congressional opposition to the act emanated primarily 
from Roosevelt’s diehard opponents among the Republicans. Their 
arguments followed the usual Republican objections: too many 
standards, too much federal domination, and high tax rates. They 
argued that the government could not and should not bear the 
burden. Representative Charles Eaton (R-Newjersey) declared: “I 
think we stand today in this country at the crossroads of a great 
decision which transcends all parties, all sections, and all inter­
ests; and this decision is whether we are going to choose American 
organized industry as the instrument for the solution of these tre­
mendous, far-reaching problems, or whether we are going to resort 
to some modified form of Russianism and attempt to solve these 
problems by government.” The New Deal was an un-American in­
stitution, he said, and “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 emphasized 
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 politicians?” (CR1935: 5581-82)

A contingent of powerful Democrats from the South, many of 
them senior members in charge of committees, also opposed Social 
Security on the grounds of federal intrusion. From the 1860s until 
the election of 1932, the Republicans had dominated most of the 

bined 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 trans­
ferred to the government system” (USNA, “AFL-1940”).

The AFL’s support of Social Security legislation was, therefore, 
not unqualified. The president of the AFL, William Green, agreed 
that labor should share the burden of old age insurance “because 
everyone gets old” (USNA, “AFL-1940”). He favored a tax on pay­
roll to be paid by the employer and employee, and suggested that 
funds should be pooled in the various states rather than in com­
pany reserves. But Green did not agree that labor should pay any 
portion of the unemployment insurance tax. After all, he argued, 
it was the employers who laid workers off.

Both the AFL and the more radical subcommittee called the 
Committee of Industrial Organizations (which later split from the 
AFL unions and was renamed the Congress of Industrial Organi­
zations) vehemently opposed the Townsend Plan. They called the 
proposed $200 per month pensions “unrealistic” (USNA, “Ameri­
can Federation of Labor”). Green clearly stated the reasons for 
this opposition in a letter to state and local union affiliates:

As responsible representatives of the interests of wage earners, the Ameri­
can Federation of Labor and its affiliated unions . . . approved unani­
mously a report of the Executive Council against too great of an extrava­
gance in one phase of the Social Security program at the expense of tax 
increases on workers and failure to provide simultaneously for other press­
ing needs such as more adequate compensation for employment [the AFL 
during the early 1930s was lobbying for minimum-wage laws], provision 
for temporary and permanent disability, and health insurance. (USNA, 
“American Federation of Labor”)

But security for workers also was perceived by some as security 
for business and industrial interests. Time and again the Congres­
sional Record shows concern with the stabilization of the two. One 
arm of the Department of Commerce under the Roosevelt admin­
istration, the early Business Advisory Council, articulated these 
ideas. Although the Business Advisory Council was not an inde­
pendently formed group of business representatives, it and other 
groups in favor of the Social Security Act consistently spoke of 
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selves. No exemption is made for these people.” When Taber was 
asked which industries provided unemployment relief, he could 
name only one, and that was American Telephone and Telegraph 
(CK1935: 5545).

The objections from conservative business and industrial leaders 
mostly fell along the lines of protecting business. They feared the 
economic effects of high rates of labor turnover, and as William 
Graebner points out, “Decreased labor turnover was also conceived 
as a method of building conservative values into one’s work force, 
an exercise that assumed special importance in the years immedi­
ately following World War I and in the late 1930s. Employers knew 
that a strike posed a whole range of different questions for older 
workers than for younger ones, and that their responses to those 
questions were more likely to be conservative” (1980: 36-37).

Other business and industry opposition stemmed from the no­
tion of a payroll tax, half of which would be paid by the employer. 
Both the NAM and the U.S. Chamber of Commerce were totally 
opposed to any plan that would require them to contribute half 
the amount of the tax on wages. Skocpol points out that the NAM, 
“predominantly a spokesman for small and medium businesses was 
transformed during the early 1930s into an anti-New Deal vehicle 
dominated by big business” (1980: 168). A flier produced by the 
NAM and sent to thousands of industrialists throughout the United 
States in May 1935, a few months before the Social Security Act 
was passed on August 14, suggested that the “so-called social secu­
rity [will] mean industrial in-security.” The flier urged industry to 
“send your views on this bill at once to your senators” (USNA, 
“NAM”). Affiliates of the NAM did not think that industry should 
have to pay taxes “for the social security of its employees, and 
Alfred P. Sloan [president of NAM] 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, condemned the 
act as “economically preposterous and legally indefensible” (ALC 
1935:ISO)-

The opposition of the American Liberty League, strongly 
backed by General Motors and DuPont, emanated primarily from 

country outside the South, and since most of the Democrats in 
Congress were Southerners, they succeeded to committee chair­
manships when the balance of power shifted to the Democrats. 
They were well entrenched in their home states, often running un­
opposed in general elections, and they stood to lose a great deal 
in their constituencies if they supported Roosevelt’s Social Secu­
rity programs. They argued that the Southern tenant farm-based 
economy would be undermined if federal dollars were pumped 
in. Indeed, when Social Security was enacted in 1935, agricul­
tural and domestic workers were excluded; of course many such 
workers were blacks living in the South. Quadagno (1985) argues 
that the influence of the Southern Democrats is a central factor in 
explaining our bifurcated Social Security system—unemployment 
relief that is state-administered (granting states’ rights and local 
autonomy), set apart from the federally administered system of 

old-age insurance.
There was also opposition from business and industrial organi­

zations. From the moment the Social Security Act was proposed, 
some representatives of business and industry expressed fear that 
the program would restrict their freedom of movement, both in 
terms of preexisting corporate pension plans and in terms of ex­
cessive government regulation. Senator William H. King (D-Utah) 
received a telegram to that effect from the officers of Endicott 
Johnson Corporation: “For many years our company has assured 
its 19,000 workers protection similar to that provided in the pend­
ing 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 re­
serves. 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” (CR 1935: 1824). Clearly, the statement 
implied, 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, had a similar objection: “Many industries have 
already set up old-age retirement propositions for their employees. 
Many industries are taking care of unemployment insurance them­
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buy them —largely to the banks. With the funds thus acquired, the hard- 
pressed railroads, banks, insurance companies and others paid off their 
creditors, in full or in part, as circumstances required. They now owed the 
government, which owed the community. (1934: 3)

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 out business and industry, but not workers. 
Some of the potential opposition was thereby silenced.

their perception that increased governmental intervention in the 
economy and the added burden of a new tax on payroll could have 
only ill effects. 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” 
(CK1935: 5583).

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. 
The remarks of Republican Representative Harold Knutson (Min­
nesota) show the tenor of the hostility: “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 any­
thing now—theorists, college professors, young whipper-snappers, 
some of them not dry behind the ears” (CR 1935: 5541). Repre­
sentative Allen T. Treadway (R-Massachusetts), another business 
supporter, complained on April 12, 1934: “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 at­
tention to the fact that there was little testimony from persons of 
experience in business lines” (CZ? 1935: 5528).

The opposition of the two largest employer organizations, NAM 
and the U.S. Chamber of Commerce, may even have been some­
what muted owing to the influence of the Reconstruction Finance 
Corporation (RFC). Although the scope of the RFC was subse­
quently broadened, President Herbert Hoover had set it up in 1932 
in hopes of bringing financial relief mainly to business. H. Parker 
Willis explained the plan 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 obligations. 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 operadons) obtained 
the necessary money by selling its bonds or notes to anyone who would 

Organizational Dynamics

In all this melange of organizations for and against Social Secu­
rity, all working in a period of grave unrest and uncertainty, one 
can discern the effects of organizational dynamics. Probably the 
central fact was the disarray of organizations representative of 
business and industry, and the selective coalition of the early Advi­
sory Council. Although some business organizations were opposed 
to the original legislation in 1935, there were at the same time 
pockets of support even among business leaders. Two of these 
groups, the National Industrial Conference Board and the Busi­
ness Advisory Council, fit well with a “corporate liberal” thesis, in 
that they represented progressive ideas on social welfare legisla­
tion. Indeed, James O’Connor (1972) uses the Business Advisory 
Council’s support to bolster his argument.

Martha Derthick, too, has found evidence of business and indus­
trial support:

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 execu­
tives who were prepared to argue the social necessity of it. Having a strong 
sense of social responsibility, such men were readily available for public 
service, and, having a need for business support, the Roosevelt adminis­
tration 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 
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Under Roosevelt, this politically adept group of politicians and 
civil servants gathered facts, garnered support, and guided legisla­
tion through the appropriate channels. Within this group known 
abstractly as “the state,” there was politically effective coalition for­
mation that has perhaps not existed since then. The President, key 
members of Congress, the Secretary of Labor, and other admin­
istrators were generally working toward the same goal. The care­
ful selection of the original Advisory Council may have suggested 
that it represented all interested groups, but because it actually 
included only persons known to be favorable toward old-age insur­
ance, as well as influential spokespersons in their communities, it 
had great control over the agenda. Who, then, limited the agenda 
and the debates? Obviously, the pluralist’s notion of the state as a 
neutral arbiter cannot apply, for the state, far from soliciting the 
counsel of some important groups known to oppose the Social 
Security Act of 1935, simply left them out.

Another reflection of the nonneutral stance of state actors was 
the fear of some in business and industry of the RTC’s calling their 
loans. Whether the danger was real or imagined matters little in 
terms of outcomes. This coalition formation also relates to the 
instrumentalist argument. Roosevelt and other state actors, in a 
number of ways, were able to use certain representatives of capi­
tal to further their interests —this certainly happened more often 
than the reverse. Not only did representatives of capital not seek 
out Roosevelt or other state actors, they did all they could, espe­
cially the NAM and the U.S. Chamber of Commerce, to stop Social 
Security legislation in the mid-igsos. This hardly fits in with the 
instrumentalist argument that it is primarily monopoly capital that 
acts to socialize the costs of an inefficient mode of production. 
Furthermore, not only were the NAM and the USCC opposed to 
Social Security in the early years, there were other “noncapital” 
organizations that did want to socialize the high costs of unemploy­
ment. Many AFL-affiliated unions had their own unemployment or 
pension funds before the Great Depression, and these were hard 
hit. Union coffers were quickly emptied.The AFL therefore actively 
sought to “socialize” its pension and unemployment costs through 
Social Security legislation.

This period provided a unique opportunity to social reformers 

insurance. ... As ambivalence and internal division inhibited negative 
opposition, they also inhibited the formation of conservative alternatives 
to social insurance (1979: 134-35)-

Derthick also shows how the insurance industry, though a poten­
tially strong opponent of social insurance, was not at all united. 
Agents disagreed with management; eastern seaboard giants of the 
industry disagreed with the rest of the country; some argued that 
Social Security would destroy private insurance, while others ar­
gued that it could be used as a springboard, that is, to show the 
inadequacy of Social Security benefits and then sell private insur­
ance to supplement them. As in the other sectors of business and 
industry, the more progressive members of the insurance industry 
prevailed. These companies had more staff resources and exper­
tise, but more importantly, they were the ones to receive invitations 
from the Roosevelt administration to get involved in the formation 
of Social Security legislation (Derthick 1979: 136-42).

For the most part, the opposition from business came from 
large employers. Archival documents reveal that some, though not 
many, smaller employers, who did not have pension plans and 
had therefore few alternatives to offer, supported Social Security 
legislation from the start. As M. B. Folsom, the treasurer of East­
man Kodak, reported to the U.S. Chamber of Commerce, these 
companies were not in a financial position to provide the reserves 
necessary to set up their own pension plans (USNA, “USCC”).

For organizational actors, both perceived interests and political 
power depend to a degree on the economic, political, and social 
environment. As noted earlier, political processes act to construct 
both rules and interests (Fligstein and McAdam, n.d.) In the tur­
bulent environment of the 1930s, it was not easy for a wide variety 
of organizations to gain an understanding of, or agree upon, what 
their true interests were, and whether, in the Depression, those 
interests had changed. This disorganization of business, industrial, 
and insurance organizations, together with the perception of a 
major threat shared by members of Congress, gave Social Security 
supporters a window of opportunity to push their program. In this 
manner, power depends as much on the context as on the char­
acteristics of the contenders (McAdam, personal communication).
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actors, were eventually successful in helping to define the range of 
alternatives considered with regard to Social Security.

The time perspective utilized by organizational actors is also 
illustrated during the early years. For example, many of the orga­
nizations representing business and industry reacted rather than 
acted. Especially for the organizational actors opposed to Social 
Security, the time perspective was considerably shortened, as is 
often the case in crises environments. There was far more un­
planned adaptation than clearly mapped out strategy. The trun­
cated time perspective and concept of limited rationality were 
much more evident during the early 1930s than the instrumen­
talist account allows for. The business and industrial organizations 
that opposed Social Security in the early years were uncertain of 
the effects of the program. For them, foresight and rationality were 
rarer than short-term perspective or limited rationality.

Many organizational actors have a short-term perspective and 
concentrate on the near future (Perrow 1986). They select from 
options that receive only as much attention as they deserve in the 
context of many important decisions that have 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 sur­
prising that the NAM and the U.S. Chamber of Commerce could 
not correctly predict how Social Security might ultimately serve 
them very well. It seems quite clear that, initially, some represen­
tatives of business and industry were made to swallow a pill they 
did not want. It was not a master-planned conspiracy, but rather an 
unplanned adaptation.

Eventually, as the next chapter shows, the organizations that 
represented more powerful groups responded in a way that was 
most beneficial for them. Their organizational persistence was 
a central difference between politically entrenched organizations 
and those representing more fleeting popular protest movements.

In turning to the events that occurred between 1935 and 1949, 
it is important to reiterate that it was not inevitable that Social 
Security would take the form it did, and it was not inevitable that it 
would survive.

and social insurance advocates. The relatively small group of re­
formers 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. These 
groups could look not only to the past experience of the American 
system with relief and pension programs but also to various Euro­
pean models of social insurance. Organizational theorists’ notion 
of mimicry lowering uncertainty is relevant. Processes of mimicry 
are important because they alleviate much of the risk and un­
certainty present in major innovative change. The public-sector 
solution to the welfare program was evident in Germany, Belgium, 
Italy, France, and Denmark by the late 1800s. Social reformers and 
social workers in the United States had tested models of the wel­
fare state in these nations, and they advocated these during the 
turn of the century (Weaver 1982). Similarly, others argued for 
an extension of the logic of Civil War pensions to male workers 
during the early twentieth century (Skocpol 1992). It would re­
quire the problems of the Great Depression, however, to initiate 
real changes.

The events preceding the Social Security Act of 1935 reveal that 
other organizational dynamics combined to make the program a 
reality. Popular protest movements put pressure on Congress to 
do something. Their concern with the collapse of the economy is 
apparent in congressional documents. Further, the ripple effect of 
high unemployment rates that had lowered consumption and re­
duced profits for most of business and industry gave Congress the 
chance to justify the program as alleviating unemployment while at 
the same time stimulating business. And after all, some representa­
tives of business and industry supported Social Security; certainly, 
the radical alternatives to Social Security made the program more 
palatable by shifting the ideological agenda.

Nevertheless, the chaos engendered by the Great Depression 
did not in and of itself dictate the need for a Social Security pro­
gram in the form it took. Though a broad number of solutions 
seemed possible, various key actors helped to limit the agenda. The 
Committee on Economic Security and President Roosevelt took 
an active part in shaping the programmatic outlines and mold­
ing public opinion. Roosevelt and his lieutenants, skilled strategic 
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Those taxes were never a problem of economics. They are 
politics all the way through. We put those payroll contribu­
tions there so as to give the contributors 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: 308-10.

priations, firms did not always pay the new payroll tax, even the 
constitutionality of the plan was in some doubt. It was significant 
that all these issues were resolved in favor of the program. It was 
also significant that in all these cases, Congress and Social Security 
bureaucrats were forced to make concessions to powerful interests.

From 1935 to 1949, as political insiders and reformists, the 
early Social Security Board (SSB) was not an autonomous body 
set apart from powerful interest groups; rather, it chose accommo- 
dationist strategies to ensure the political success of the program. 
In doing so, it had to make compromises that scarred the pro­
gram’s economic integrity. Therefore, although the program en­
dured politically, its trust funds were weakened for the long term. 
After Roosevelt was reelected in 1936, 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 weakened the link between contributions 
and benefits by granting benefits in case of death to the depen­
dents and survivors of covered workers, and changing the starting 
date for benefit payments from 1942 to 1940.

These 1939 amendments, a major departure from the earnings- 
based features of the 1935 Act, were supported both by the SSB 
and by many representatives of business and industry, though for 
different reasons. Business and industry were not interested in 
socializing the costs of production but merely wanted to ensure 
that large pools of trust fund reserve money did not accumulate in 
the federal Treasury. This also explains why the 1939 amendments 
postponed the scheduled payroll tax increase (from 1 percent to 
1.5 percent) until 1943 instead of 1940. The significance of the 
reserve will be discussed in depth.

Two other important reasons for the early success of the pro­
gram will be discussed in this chapter. First, the type of personnel 
recruited were committed and zealous in their support of the pro­
gram. Second, the close alliance between program administrators 
and Roosevelt meant that state bureaucrats had access to impor­
tant information that outsiders, such as the Townsendites, did 
not have.

The Push for Acceptance,

1935-1949

The passage of legislation, and persistence in following 
through on legislative intent, requires monumental energy. Nelson 
Polsby writes: “Most bills do not become laws; they are introduced, 
referred to committees, and there languish and die. So even to 
speak of a bill’s actually becoming a law is to speak of an atypical 
event” (1986: 138). Further, Congress will sometimes pass legisla­
tion but appropriate little or no money for the programs; in other 
instances, what one Congress authorizes, the next Congress does 
not wish to finance (Lindblom 1980: 67). Truly, the early years of 
an organization are vital in determining both its longevity and its 
structure. James Q. Wilson argues: “The formative years of a policy- 
making agency are of crucial importance in determining its behav­
ior. As with people, so with organizations: Childhood experiences 
affect adult conduct" (1989: 68).

Much like private businesses, the first days, months, or years of 
an organization are a most critical period. This is especially true of 
a new organizational form such as Social Security. Contemporary 
observers of Social Security are inclined to forget just how contro­
versial the early program was. 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. The passage of the Social Security 
Act in 1935 did not necessarily imply its long-term success; on the 
contrary, the early years were shaky ones for the program. The 
Townsendites were still a threat, Congress stalled on voting appro­
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The Economic and Political Context

One year after the establishment of the Committee on Eco­
nomic Security, 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 unemployment compen­
sation. Second, it initiated three federal-state needs-based grant 
programs: old-age assistance, aid to dependent children, and aid 
to the blind. And third, it instituted an old-age insurance plan for 
workers in commerce and industry that tied benefits to a person’s 
work history, payable beginning in 1942 to qualified persons aged 
65 and over. The payroll tax was imposed on January 1, 1937, at a 
rate of 1 percent 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 percent paid by both the employee and 
employer by 1939. Although full funding, as required of private 
insurers, was not mandated for Social Security in 1935, the origi­
nal objectives of the program included provisions to accumulate a 
substantial reserve to make the program self-sustaining.

Under pressure from the White House, Congress agreed to post­
pone consideration of the Clark amendment, which would have 
answered the concerns of businesses with preexisting pension plans 
by exempting them from participation in the Social Security pro­
gram. Roosevelt assigned a number of expert advisers to key sena­
tors to ensure the defeat of the Clark amendment, and he threat­
ened to veto the entire Social Security package if the amendment 
passed (Weaver 1982: 91). Congress also defeated a provision for 
the sale of voluntary annuities by the federal government. The in­
surance 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 Security. 
Organizations representing the insurance industry perceived it as 
a threat to their business, through the loss of relatively low-risk 
beneficiaries (USNA, “Insurance Industry-057.1”).

To administer the program, a three-member Social Security 
Board 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 Sen­
ate. Significantly, the SSB 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.

Of the several threats to the program in the early years, the 
question of its constitutionality was the most serious. From 1935 
until early 1936, seven of nine New Deal acts were declared un­
constitutional (Weaver 1982: 108), and both Roosevelt and his 
supporters in Congress feared that the Supreme Court would not 
uphold the expansive federal regulation for compulsory old-age in­
surance embodied in the Social Security Act. For several preceding 
decades, the Court had subscribed to the notion that federal legis­
lation should not interfere with areas of regulation thought to be 
the exclusive domain of the individual states (Lopez 1987). Many 
who opposed Social Security suggested that it was unconstitutional 
because the federal government can only tax to raise revenues for 
public purposes. The supposed unconstitutionality stemmed from 
the fact that Title VIII of the Social Security Act was “an enforced 
insurance premium for old-age annuities” (CA1935: 5530).

Another difficulty faced by the early SSB was the continuing un­
certainty and reluctance on the part of business and industry to 
support the program. The Business Advisory Council and National 
Association of Manufacturers vacillated in their support of the reg­
istration 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 groups withdrew 
their support on the advice of lawyers that this would preclude 
their legal rights to bring suit in connection with the constitution­
ality of paying taxes (USNA, “Business Advisory Council”).

A concerted “employers’ campaign” then began not only against 
the reelection of Roosevelt and other New Deal Democrats but 
also, in one last effort against Social Security (USNA, “Protest, 
Opposition, and Criticism”):

In early October a group of Detroit industrialists worked out a social­
security campaign; and the Republican National Committee adopted it 
with enthusiasm.
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had lambasted Social Security, opponents of Social Security were 
gradually forced to admit that Social Security was there to stay, at 
least in the short term.

Roosevelt interpreted his victory as a mandate for Social Secu­
rity, and he responded to the possibility of the Supreme Court’s 
declaring it unconstitutional with his famous Court reorganization 
plan. The Court’s invalidation of many of Roosevelt’s New Deal 
programs, including the National Industrial Recovery Act and the 
Agricultural Adjustment Act, had evoked strong disapproval not 
only from Roosevelt, his administration, many members of Con­
gress, and dissenting justices, but also, it seemed, from a good 
measure of the public. Roosevelt was not about to let the Court 
similarly invalidate Social Security.

In a message to Congress on February 5, 1937, Roosevelt stated 
his case: “The Court . . . has improperly set itself up as a third 
House of the Congress —a superlegislature . . . reading into the 
Constitution words and implications which are not there, and 
which were never intended to be there” (in Lopez 1987: 9). Roose­
velt 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 ten years. He stipulated 
that the total number of justices could not exceed fifteen. Since in 
1937, six out of the nine Supreme Court justices were over age 70 
and had served on the Court for more than ten years, Roosevelt 
could by means of carefully selected appointments get a Court that 
thought as he did. Depending on one’s political point of view, this 
plan was called “packing” or “unpacking” the Court. To opponents 
of the New Deal, it was packing; Roosevelt Democrats saw it as un­
packing, ridding the Court of stodgy thinkers and replacing them 
with justices who had new ideas and bold interpretations of the 
Constitution.

The Supreme Court’s decision on the constitutionality of Social 
Security essentially depended on whether they decided to review 
the taxing and benefit titles of the Social Security Act together 
or separately. If reviewed together, it was clear that they provided 
a federal insurance program that was beyond Congressional au­
thority. If reviewed separately, they constituted a payroll tax on 

The thesis was simple: the government was taking away the workers’ 
money, and heaven alone knew whether the worker would ever get it back. 
(Nothing was said, of course, about employers’ contributions.) In the last 
two weeks before election, placards began to go up in plants: you’re sen­
tenced TO A WEEKLY PAY REDUCTION FOR ALL YOUR WORKING LIFE. YOU’LL 

HAVE TO SERVE THE SENTENCE UNLESS YOU HELP REVERSE IT NOVEMBER 3. 

Workers opening their pay envelopes found a solicitous message:

Effective January, 1937, we are compelled by a Roosevelt “New Deal” 
law to make a i per cent deduction from your wages and turn it over 
to the government. Finally, this may go as high as 4 per cent. You 
might get this money back . . . but only if Congress decides to make 
the appropriation for this purpose. There is NO guarantee. Decide be­
fore November 3—election day—whether or not you wish to take these 

chances.

... In St. Louis on the last Saturday, Landon asked how any administration 
could keep track of 26 million Americans. “Imagine the field opened for 
federal snooping. Are these 26 million going to be fingerprinted? Are their 
photographs going to be kept on file in a Washington office? Or are they 
going to have identification tags put around their necks?” (Schlesinger 
i960: 635-36)

The Republican National Committee further charged that the pay­
roll taxes constituted “a method whereby the government was 
collecting pennies from the poor to finance a wasteful govern­
ment”; according to Arthur Altmeyer at the SSB, however, the 
campaign was a political boomerang—the public gave the Presi­
dent and his supporters a tremendous vote of confidence (USNA, 
“Amendments 1937”).

roosevelt’s 1936 reelection

In his second inaugural address, on January 20, 1937, Roose­
velt 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 little.” Roosevelt had won 61 per­
cent of the popular vote, while Landon gained only 37 percent. 
One cannot be sure what would have happened to the Social Secu­
rity program if Roosevelt had been defeated, but his reelection 
certainly came at the right time to boost the program’s odds for 
success. With the defeat of Landon, the Republican candidate who 
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a nonpolitical manner. The reasons were clearly spelled out in 
letter dated July 14, 1936, from Arthur J. Altmeyer, assistant to 
Secretary of Labor Frances Perkins, to Mary Dewson, chair of the 
Democratic National Committee. Altmeyer explained: “Our pub­
licity 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” (USNA, “Democratic National Committee”). 
This information control was a tremendous source of strength for 
the SSB. In another letter, to Mary Dewson, dated September 2, 
1936, Altmeyer said further: “We have tried to correct misappre­
hensions 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 defensive or of engaging in debate with critics. We 
have been told that is the most effective way to proceed” (USNA, 
“Democratic National Committee”).

Another tactic designed to avoid any criticism of Social Secu­
rity 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 Sen­
ate 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 rec­
ommendations.” In this manner, the SSB “let them fight it out up 
there” (USNA, “Report on Recommended Changes”).

This philosophy was also evident in the resignation of the first 
chairman of the SSB, John G. Winant. Winant resigned in 1937, 
largely as a result of Landon’s accusations against the Social Secu­
rity program. Winant wanted to be free to defend the system in a 
more politically active way. Arthur J. Altmeyer was named chair­
man 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 sup­
port from Roosevelt. He knew who Social Security’s friends were, 

Support for Social Security

The dedication of the SSB administrators and staff was a cru­
cial resource in the early years. Robert J. Myers, for many years 
Chief Actuary of Social Security, noted, “ ‘Over the years, most of 
the American staff engaged in program planning and policy de­
velopment have had the philosophy—carried out with almost a 
religious zeal —that what counts above all else is the expansion of 
the program’” (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 

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 Benjamin N. 
Cardozo separately analyzed Titles VIII (taxes) and II (spending) 
of the original Social Security Act. 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 Advi­
sory Council. . . . Extensive hearings followed. . . . More and more our 
population is becoming urban and industrial instead of rural and agri­
cultural. The evidence is impressive that among industrial workers the 
younger men and women are preferred over the older. . . . With the loss 
of savings inevitable in periods of idleness, 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. (in Lopez 1987:11).

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 pro­
visions of the Social Security Act to be within the scope of federal 
government regulation. InJune of 1937, the Senate judiciary Com­
mittee reported unfavorably on Roosevelt’s Court reorganization 
plan. The point was moot.
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ample, 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 Altmeyer prepared for Roosevelt, Altmeyer wrote: “I 
agree with you that this is a subject which requires careful and 
sustained attention. However, I am inclined to think that it would 
be possible to make the greatest progress in the study of the com­
plex questions involved if the Social Security Board pursued the 
necessary studies and made the necessary contacts with the vari­
ous interest groups, such as the American Federation of Labor, as 
its studies progressed” (USNA, “American Federation of Labor”). 
Roosevelt’s reply to Green followed Altmeyer’s wording exactly.

Another example of the close relationship between the two men 
concerned a December 15, 1938, memo from Altmeyer to Roose­
velt in which Altmeyer highlighted recommendations for the maxi­
mum Social Security program desired. Altmeyer wanted to propose 
a maximum program so that any political compromises could be 
made from that point. Further, he did not want the President to 
be caught off guard regarding Social Security (USNA, “Report on 
Recommended Changes”).This relationship illustrated Roosevelt’s 
intent to protect the program from excessive outsider meddling of 
any sort.

Altmeyer was also adept at assessing friend and foe. He received 
information from various sources regarding statements about So­
cial Security made by various persons or organizations, and he was 
careful to thank his supporters. Altmeyer wrote John L. Lewis, 
chairman of the then separate Committee for Industrial Organi­
zation: “I have wanted to thank you personally for the statement 
you issued relative to the Social Security Act and particularly the 
commendation you extended to the Social Security Board organi­
zation. . . . 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” (USNA, “Altmeyer —011”).

Altmeyer and other representatives of the SSB also began to 
persuade opponents that the Social Security program was in their 
best interest. A quote from Altmeyer illustrates his tactics:

In talking with business groups, in addition to stressing stability of pur­
chasing power, etc., I have pointed out that payroll taxes afford a definite

and he was at the forefront of the early efforts to expand and im­
prove 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 the plan instituted 
in 1935. In a 1937 addres to the National Conference of Social 
Workers, Altmeyer noted, “Passing the laws is only, as it were, a 
‘curtain-raiser’ in the evolution of such a program” (in Weaver 
1982:102).

Altmeyer’s ability to deal with trying situations can be seen from 
his handling of early events. In addition to the threat of uncon­
stitutionality, the new SSB also has to worry about funding. Con­
gress had not voted appropriations, and consequently there was 
no central headquarters, and little in the way of personnel. During 
the first year of operation, Altmeyer, undeterred, borrowed type­
writers, paper, envelopes, and even staff, from other government 
departments (AFLA 1935). Once appropriations were made, Alt­
meyer carefully selected staff, from top administrators to regional 
field office directors, who were friends of the social insurance 
movement. There is an often-noted story about Altmeyer, kneeling 
down on the floor of his office going through the array of hundreds 
of index cards containing the names of candidates for the regional 
offices. The advocates within the newly created SSB also began to 
conduct research and disseminate information to the public re­
garding the Social Security program. They cooperated with the 
Democratic Party and the AFL to get out publicity in defense of 

the program.
Other events entrenched Social Security further. 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 era acknowledged that “Any party that would attempt 
to wipe out this system would be committing political suicide” (Car­
dozo in Lopez 1987: 11).The close relationship between Roosevelt 
and SSB administrators, particularly Altmeyer, also helped in that 
it assured close coordination of political and administrative goals. 
With such coordination, and agreement on bottom-line issues and 
ideal dimensions of the new program, the public did not receive 
conflicting information. Often, when Roosevelt received a letter 
regarding Social Security, he would forward the letter to Altmeyer, 
with a note, “For preparation of reply for my signature.” For ex­
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1937, meeting of the SSB, a discussion between Vincent Miles (SSB 
member) and R. R. Reagh, the government actuary, revealed this 
concern:

miles: ... the employers’ tax is passed on to the consumer anyway. 
reach: 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 plan. I don’t see how you can escape that. (USNA, 
“Amendments —Discussion of Title II”)

The fact that workers would have to bear the majority of the bur­
den was understood almost from the outset. A 1938 master’s thesis 
explained: “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 employees as a group, both as 
workers and as consumers, will bear the major costs of the old- 
age benefits” (Dilley 1938: 26). Economist John Brittain has found 
in his 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 Secu­
rity by business groups. A member of the SSB who was invited to 
attend an April 30, 1936, meeting of the U.S. Chamber of Com­
merce reported: “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 bitter antagonism and more 
sympathetic understanding” (USNA, “USCC”).

The insurance industry further exemplifies this shift. A previ­
ously divided group, this industry began to agree that Social Secu­
rity was beneficial for private insurance providers. Altmeyer and 
the SSB were fond of citing this industry’s growing confidence in 
the program. Many insurance executives testified in favor of Social 
Security and argued that encouraging people to ensure their future 
through Social Security served to increase the public’s awareness 

mathematical relationship between contributions and benefits so that the 
whole system may be kept within bounds. I contrast this with a system 
whereby benefits 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 business men who think only 
of the immediate nuisance and financial disadvantage of payroll taxes. 
(USNA, “Protest, Opposition, and Criticism”)

Indeed, the success of the SSB in the early years was due not only 
to its central location in the information network but also in great 
measure to its good judgment on which criticisms to respond to 
and which to ignore. The SSB was the clearinghouse for most in­
formation, and while other individuals or groups might take some 
interest in Social Security legislation, none had the SSB’s access to 
information and none devoted such time and energy to promoting 
the legislation.

Gradually, both business and industry became supporters of 
Social Security. In part, the turn in attitude was due to lack of a 
unified opposition, the result of disagreements prior to the 1936 
elections, in much the same way as disagreements had arisen be­
tween Green and Lewis and other labor leaders. As time went on, 
and the economic recovery that business and industry had antici­
pated was slow in coming, they had to accept the accommodations 
of the SSB bureaucrats. These bureaucrats wisely saw that it would 
be a good thing to ease the concerns expressed by various busi­
ness, industrial, and labor organizations. It was clear that through 
payment of pensions, the spending pump would be primed. Thus 
the general tide of opposition gradually shifted toward a strategy 
of influencing the administration of the program and later amend­
ments.

One way in which employers could cope with the new legislation 
was to pass their Social Security costs on—to the consumer in the 
form of higher prices, or to the worker in the form of lower wages, 
or to the government in the form of lobbying for tax breaks related 
to Social Security (such as excluding benefits from Social Secu­
rity taxation, and later transferring increasing portions of wages 
and salaries into benefits packages). This was understood and ac­
knowledged by most groups in the early period. At a February 4, 
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and interest in private plans. They made this point in a list of sug­
gested responses to possible criticisms of the Social Security Act 
developed by the SSB, Social Security would not compete with 
private insurers:

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 popular­
ize insurance, both on the part of individuals and on the part of concerns 
which will wish to provide 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. (USNA, “Protests, Opposition, and Criticism”)

The benefit of Social Security to private insurers was that only 
certain groups were covered, and even then, at a minimum level, 
while the insurance companies could cater to the lower-risk, more 
highly paid workers. The fact that private insurers used Social Secu­
rity 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” (USNA, 
“Amendments 1939”).

Support from the business sector also came from the Business 
Advisory Council, as James O’Connor emphasizes: “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). It should be noted, 
however, that because the Business Advisory Council was part of 
the Department of Commerce, which was headed by a Roosevelt 
appointee, it was not necessarily representative of the general posi­
tion of business before 1936. Further, it appears that any “represen­
tative” or “contrary” members were dropped. A 1936 Associated 
Press article reported: “Eighteen leaders in American business 
yesterday were named by Secretary Roper to be members of his 
business 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” (USNA, 
“Business Advisory Council Membership—1936”). Clearly, there 
are problems inherent in using such a group to illustrate corporate 
liberal planning. This council was in-house, divisive, and probably 
unrepresentative of the general opposition to the 1935 Social Secu­
rity Act that emanated from business and industrial groups. It was 
set up to advise the SSB, and to orchestrate consensus among busi­
ness and industrial leaders regarding Social Security; it was not in 
any sense an independent representative of business opinion.

One of the issues that the Business Advisory Council dealt with 
after Roosevelt’s reelection was garnering business support for reg­
istering workers. Altmeyer had asked the council for its recom­
mendations about sending a questionnaire to the associations to 
determine whether they would cooperate in registering workers. A 
letter from Marion B. Folsom, chairman of the Business Advisory 
Council, dated May 5, 1936, noted:

[They] 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 misunder­
standing. The committee [recommends] that the Board could, in advance 
of any announcement of the plan, obtain the endorsement of a few impor­
tant 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 sug­
gest that larger employers be advised directly of the plan and that contacts 
not be confined to associations exclusively. (USNA, “BAG to Department 
of Commerce Board”)

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 exist­
ing benefit plans, and exclusion from the definition of wages of 
sick pay, benefits, vacation, workmen’s compensation, and con­
tributions to stock and thrift plans. The council urged govern­
ment to educate others in business and industry on how Social 
Security could be utilized to complement private plans, an indica­
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tion of their greater access to insider information. They opposed 
higher contributions and the larger reserves that would result 
(USNA, “Amendments, 1938”). Fred Block and his colleagues, 
writing about support for Social Security, note:

Once federal legislation seemed inevitable, at least some big-business 
leaders were willing to play a role in molding it. Some provisions of the 
Social Security bill originated in the work of a number of business-backed 
policy groups, including the Business Advisory Council of the Depart­
ment of Commerce (headed by Gerald Swope of General Electric), Indus­
trial Relations Counsellors (the consulting firm created and controlled by 
John D. Rockefeller, Jr.), and the American Association for Labor Legisla­
tion, which had been largely responsible for crafting the Wisconsin unem­
ployment plan on which part of the act was modeled. Not surprisingly, a 
number of these “business statesmen” came from the retail sector, which 
had a stake in measures that promised to sustain mass purchasing power 
during economic downturns. A few leaders from such capital-intensive in­
dustries as oil also lent some support to the bill, since they did not depend 
on low-wage labor. (1987: 16-17)

Opposition to Social Security

However, not all went smoothly after Roosevelt’s reelection, and 
those less enthusiastic about the program and the SSB continued 
to question their legitimacy. First, there was the problem of non- 
compliance. Top SSB administrators visited several regional offices 
and found the following types of noncompliance in 1937:

1) Use of questionnaires by employers which exceeded the require­
ments of the Social Security Board and the U.S. Treasury, requiring em­
ployees to return answers in reference to church, union membership, etc.

2) Deducting more than 1 percent from employees’ pay in violation of 
the Act, especially in the field of hotels and restaurants.

3) Excess deductions to employees under the guise of defraying han­
dling costs.

4) Refusal to hire persons without account numbers.
5) Making deductions from the pay of new employees but refusing to 

accept their account numbers.
6) Discharging employees on the pretext of increased costs due to 

Social Security taxes. (USNA, “Amendments through May 1937”)

Labor unions accused employers of misusing the information re­
ceived on the Social Security forms. Beginning very early, 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 (USNA, “AFL-igqo”). One plasterers’ 
union reported that men over the age of 45 were not sent out on 
jobs because workmen's compensation premiums were higher for 
them than for younger workers. According to the union, employers 
were using the age information required for Social Security to dis­
criminate against older workers (USNA, “Amendments 1939”). It 
was evident that many employers resisted and rejected the original 
Social Security Act. General acceptance of the program by business 
and industry was achieved only slowly.

Another important obstacle was the continuing threat of alter­
native programs, especially the Townsend Plan. The Townsend Plan 
continued to be popular into the early 1940s. Furthermore, be­
cause the Social Security Act of 1935 called for the first pension 
payments to be made in 1942, many defenders of Social Security 
pushed vigorously 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 executive director 
of the CES, in a confidential letter to Altmeyer, recommended 
speeding up first payments, prior to January 1,1942. Witte believed 
this would induce a considerable number of old people to retire, 
leaving jobs open to a corresponding 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 immediately for 
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 
age protection to a majority of the American people. (USNA, “Legislation 
Affecting SSA-OASI”)

Witte acknowledged the added costs associated with his proposal, 
but he argued that since actuarial estimates were problematic any­
way, the overall effect would probably merely be to advance the 
time when benefits would have to be paid in part from the general 
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meet the threat of Townsendism and the Republican campaign for 
changes. Many of the groups that were excluded from the original 
legislation lobbied for coverage after 1936 —for example, seamen, 
and employees of banks and religious and charitable organizations 
(USNA, “Amendments 1937”).

Impetus for the move away from a trust fund was also prompted 
by Keynesian economics, popular during the late 1930s. John 
Maynard Keynes’s General Theory of Employment, Interest, and Money 
(1936), which suggested that saving money was not conducive to 
economic improvement, was attractive to desperate politicians of 
the period. By 1937, even the SSB had abandoned the notion of a 
large reserve fund.

There were several ways to spend down the reserves, but the SSB 
shaped the legislative agenda with regard to this issue by limiting 
the information they presented to Congress. In a discussion be­
tween Altmeyer and J. Douglas Brown, consultant to the SSB, and 
professor of economics at Princeton University, Altmeyer asked 
Brown 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 particu­
lar reasons for taking one alternative 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. 
(USNA, “Amendments—Discussion of Title 11”)

Unlike the SSB, congressional representatives did not have the 
time or the desire to consider all the actuarial details or pros and 
cons of the alternatives; in this sense the SSB was organizing and 
processing information for them. This gave state bureaucrats sig­
nificant power to shape the political agenda. They had the oppor­
tunity to censor the information they gave to Congress. Overall,

revenues. He felt that this time would be “in the distant future — 
i960 or thereabouts.”

The original CES proposal called for the accumulation of a re­
serve in a trust fund, as opposed to putting the program on a 
pay-as-you-go basis. The SSB had also planned originally to accu­
mulate substantial reserves for the Social Security program. It drew 
the analogy to the trust funds 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, the NAM, and 
the U.S. Chamber of Commerce to freeze the tax rate at 1 percent 
(it was scheduled to increase to 1.5 percent 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 consideration, to rec­
ommend 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 in­
crease [in the payroll tax rates], abrupt and uncertain increases 
during the next few years” (USNA, “Pat Harrison”). Given that 
the insurance analogy was so closely adhered to in the early years 
(Cates 1983; USNA, “Amendments—Discussion of Title II”), this 
argument was not surprising.

By 1937, however, Social Security administrators were con­
cerned that the five-year time lag between the collection of taxes 
and the payment of benefits was too long and that the best way to 
build confidence in the system was to begin paying higher benefits 
as early as possible to as many people as possible. Chairman Alt­
meyer was also urging earlier payment of benefits and extension 
of coverage to all groups that desired it, as soon as was adminis­
tratively feasible. Roosevelt at this time was only in favor of ex­
tension to wives, widows, and orphans—groups that were covered 
under the 1939 amendments (Cates 1983; USNA, “Amendments — 
Discussion of Title II”). Roosevelt later changed his mind and 
recommended broadening coverage of the Social Security Act to 
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of the group before encouraging them to publicize any recommen­
dations. Second, for the more vocal opponents of Social Security 
legislation, a radical flank tactic was adopted whereby defenders of 
the essential aspects of the legislation would vehemently criticize 
any compromise plan, presenting their own more radical alterna­
tive (USNA, “Old-Age Insurance”). The purpose, of course, was to 
force the opposition to compromise with a more radical alterna­
tive, thus assuring that the original, more reformist, desires of the 
SSB were met. As an example, one of Altmeyer’s first tasks was to 
submit various alternative plans for accomplishing the objectives 
of the Social Security Act. A letter from Professor Witte of the Uni­
versity of Wisconsin to Altmeyer reveals this political maneuver: 
“Your AC-i plan might be an acceptable compromise provided 
the tax rates are not disturbed. Considering the fact that Con­
gress 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 compromise” (USNA, “Advi­
sory Council 1938”). As a last resort for those who couldn’t be 
convinced to support the administration and the SSB’s position, 
they were allowed to “frame their program without further disclo­
sure of the arguments which will be made against them” when their 
recommendations went to the congressional committees (USNA, 
“Advisory Council 1938”).

Reserves were a major issue —as they still are. Was a reserve 
needed at all, and if so, how much was necessary to ensure that pay­
ments 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 Vandenberg called the origi­
nally 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 democracy” (in Weaver 1982: 111). The 
reserve was one of the major objections of business to Social Secu­
rity after the passage of the 1935 legislation. The major objections 
to the reserve concept were that it would be a temptation to gov­

Congress was more cautious than the SSB in 1938. An August 1938 
memo from Altmeyer to the President relayed the information that 
Robert Doughton, chairman of the House Ways and Means Com­
mittee, 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” (USNA, “Amendments 1938”).

Another potential stumbling block to the program occurred in 
the form of a 1937 Advisory Council. Historically, advisory coun­
cils have become a way to coopt 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, 
who viewed it as unwanted outsider meddling. During the meeting 
of the Senate Committee on Finance when this advisory coun­
cil was established, the SSB had reluctantly agreed because they 
felt they had no alternative (USNA, “Advisory Council through 
1937”). A letter from Altmeyer to Representative Doughton (D- 
North Carolina), chairman of the House Committee on Ways and 
Means, explained: “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 meet­
ing with representative groups to discuss problems arising under 
the Social Security Act.” A letter from Altmeyer to Senator Pat 
Harrison (D-Mississippi), chairman of the Senate Committee on 
Finance, reflected Altmeyer’s concern: “I think it would be exceed­
ingly unfortunate if we build up the Advisory Council into a sort 
of ‘royal commission’ which might assume too much authority and 
responsibility for the development of a program.” One indication 
of Altmeyer’s lack of enthusiasm for this council was the fact that 
the SSB did not meet with the council until October 1937, some 
eight months after it was created.

The SSB and its defenders relied on three political maneuvers to 
deal with these less uniformly sympathetic Advisory Council mem­
bers. An interoffice memo from the Chief Actuary to Altmeyer, 
Mary Dewson, and others, dated November 8, 1937, explained that 
the first tactic was to discuss the important issues among a small 
circle of close confidants, and slowly “educate” the other members 
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larger benefits earlier than was originally intended. Besides the 
disadvantages of a large reserve, they were also concerned with 
the interrelationship between old-age assistance and old-age insur­
ance, feeling 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 
incentive-based old-age insurance (benefits amounts of approxi­
mately $14 per month under the 1935 provisions). Given their 
emphasis on a pay-as-you-go plan, they saw no need to delay paying 
benefits. The Chamber was careful to point out, however, that they 
opposed an overall increase in the costs of the program, and also 
opposed the extension of benefits to new categories of workers, 
and any new provisions for temporary or permanent disability 
benefits.

The National Association of Manufacturers also instituted an 
internal committee to assess the impact of Social Security on their 
affiliated organizations, with the expectation that the commit­
tee would make recommendations regarding directions for future 
policymaking. A letter from William B. Warner, president of the 
NAM, to Averell Harriman, chairman of the Business Advisory 
Council, reveals a list of recommendations drawn up by NAM’s Eco­
nomic Security Committee. Among their recommendations were:

1. Limit to 53,000 the amount of taxable wages and salaries;
2. No benefits should be paid to persons directly engaged in strikes 

(i.e., unemployment compensation or pensions) ;
3. In order to place the rights of both members and non-members of 

labor unions on a level of equality, 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 represented were larger);

5. The exclusion of benefits under the classification of taxable wages; 
and finally,

6. Opposition to the reserve, (USNA, “NAM”)

In another letter from Warner to Harriman dated February 24, 
1937, Warner reported that NAM’s Economic Security Committee 
had reached this conclusion; “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 

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 econ­
omy; and finally, it would freeze the national debt at $47 billion 
(USNA, “032.11”).

The Business Advisory Council on Social Security opposed re­
serve funding and therefore argued for a reduction of the tax 
rates and an increase in benefits. In their opinion, the reserve was 
an “invitation to governmental extravagance and likely to result 
in increases in benefits which cannot be financed in the future” 
(USNA, “Amendments 1938”), and they were concerned about its 
deflationary effect, which would retard business and employment 
and further the despair of the Great Depression. At a meeting 
of the Business Advisory Council and the SSB on February 6, 
1937, 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 hid­
eously low; instead, they advocated starting the benefits earlier 
and raising the amount to be received by beneficiaries (USNA, 
“Amendments—Discussion of Title II”).

A U.S. Chamber of Commerce report also recommended a pay- 
as-you-go system: “It is very properly urged that there should be 
no dependence upon reserves calculated according to the actu­
arial principles necessarily used by private insurance companies, 
for the reason that such a procedure is wholly inconsistent with 
a government-operated, compulsory system of benefits, supported 
by taxation” (USNA, “Amendment of the Social Security Act”). The 
U.S. Chamber of Commerce therefore recommended postponing 
the scheduled tax increase from 1 percent to 1.5 percent on Janu­
ary 1, 1940. They also advocated a direct contribution from the 
federal government, a development that might be interpreted as in 
line with an instrumentalist argument if it were not for its timing: 
it was not until after the Chamber was certain that Social Secu­
rity taxes would be collected that they attempted (unsuccessfully) 
to convince the federal Treasury to contribute to the trust fund. 
They did not seek out Social Security, but adapted to it after it was 
instituted.

The U.S. Chamber of Commerce also recommended paying 
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The Social Security Amendments of 1939

Forces opposing the 1939 amendments did not prevail. Thomas 
L. Stokes, in a May 12, 1939, article in the Washington Daily News, 
declared 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” (USNA, “011-011.1”). The Social Security amendments of 
1939 added insurance protection for dependents of retired workers 
(aged wives, dependent children), and for widows and children of 
deceased beneficiaries (survivors). These amendments also moved 
up the date for payment of first benefits to 1940, instead of 1942; 
the tax rate increase to 1.5 percent, scheduled to occur in 1940 in 
the original act, was postponed to 1943, and subsequently, in later 
amendments, to 1950.

The 1939 amendments were a major concession to organizations 
representing business and industry. The freezing of the tax rate at 
1 percent for the next eleven years meant that any reserve accumu­
lation would be less than it would have been under the originally 
proposed increase to 1.5 percent. The larger benefit payments that 
were allocated were intended to provide more protection and to 
enhance purchasing power—again, a method of lowering reserves 
while stimulating consumption. Stokes, writing in the Washington 
Daily News in 1940, said that the beauty of the 1939 amendments 
was that they were “not a spending program in the usual sense, 
since the money already has been paid into the Treasury in ear­
marked taxes and therefore it would not represent ‘deficit spend­
ing’ 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 withdrawals from purchasing 
power represented in the pay roll taxes” (USNA, “Altmeyer-011”).

Furthermore, although the amendments did not alter the con­
cept of a trust fund (primarily as a concession to the SSB) and cre­
ated a Federal Old-Age and Survivor’s Trust Fund for “safeguarding 
the insurance benefit funds” (USNA, “Doughton, Robert L.”), the 
amount of the fund was cut from about $47 billion to less than 
$20 billion (Weaver 1982: 118).This meant that the program had 
shifted from a reserve-funded system to a pay-as-you-go system. In

such an accumulation is almost certain to lead to national waste 
and inflation, and (2) it would eventually be impossible for a gov­
ernment accumulating such tremendous reserves to validate its 
pension plan without taking over a substantial part of American 
industry” (USNA, “Amendments through May 1937”). 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. “You are taking care of the aged and building for the 
future,” Linton said; “You can’t expect any generation to bear two 
burdens at once, so that is the real reason to get rid of the reserve 
plan” (USNA, “Amendments—Discussion of Title II”).

But again, it is important to note that business and industry 
only slowly adapted to Social Security. Some business and finan­
cial leaders fought Social Security until benefits were paid in 1940. 
The author of an unpublished thesis in 1938 commented, “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” (Dilley 1938: 57).

Disagreement continued over such fundamental issues as bene­
fit levels and extensions of coverage. On November 5, 1937, 
Benjamin J. Anderson, Jr., an economist with Chase National Bank, 
testifying during a meeting of the Advisory Council on Social Secu­
rity, urged caution in extending benefits further than the allotment 
of the original legislation. He argued that even though the act was 
made as generous as seemed feasible in 1935, the fiscal situation 
had deteriorated since then; he cited an increase in the national 
debt, and urged a balanced budget. Financial institutions were 
obviously interested in protecting the Treasury (USNA, “Advisory 
Council Meeting of November 5-6, 1937”).

Most of those opposing the provisions in the 1939 amendments 
to extend benefits to new groups of workers were, according to 
Edwin Witte, “smart enough to realize that increasing benefits is 
not the way to get lower taxes” (USNA, “Advisory Council 1938”).
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Pct. House
Republican

49.3
44.2
56.7
39.5

TABLE 3

Republican Representation in Congress, 1935-1950

Year

1943-44
1945-46
1947-48 
1949-50

by manipulating job titles, and also, of more lasting significance, 
unions began to fight for higher pensions, since they could not 
negotiate for higher wages. A mid-ig4os political shift toward the 
right gave the Republicans political strength (see Table 3), and 
the Democrats still had the conservative “baggage of the South" 
(Quadagno igSyJ.This development, together with the ig37 split 
between the more reformist AFL unions and the more radical CIO 
unions, meant that a divided labor front was losing its drive to 
secure increased Social Security benefits. A ig48 ruling by the 
National Labor Relations Board stating that pensions were bar­
gainable issues declared that from the unions’ perspective, it was 
easier to push for private pensions than to fight for Social Secu­
rity. This emphasis on private pension plans would have important 
implications for the developments of the igsos.

One final substantive note is important. When the first benefits 
were paid in tg4O, there were isg taxpaying workers for every old- 
age insurance beneficiary {Social Security Bulletin ^71-85: 77), and 
6.8 percent of the U.S. population was aged 65 or older (calcu­
lated from USBC ig75: 10). The dependency ratio of i5g:i was 
the result of several factors: relatively few Americans qualifying for 
benefits under the new program, a small proportion of the popu­
lation being elderly, and large numbers of workers contributing to 
the trust funds. All these favorable factors would be reversed in 
later years, and major problems for the program would result.

source: Historical Statistics of the U.S.: Colonial Times to 1970, Part 2, Washington, D.C.: U.S. 
Bureau of the Census, p. 1083.

effect, the system that had started as an actuarially balanced pro­
gram, in which any increase in benefits would require an increase in 
taxes, had become an intergenerational chain letter, with the latest 
beneficiaries at highest risk of losing their investment. 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 was seriously weakened. This choice was both a blessing 
and a curse for the Social Security program. It was a blessing in the 
sense that similar programs could be initiated regardless of con­
tributions; it was a curse in terms of long-term solvency. A igqo 
Business Week article reported: “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. Govern­
ment bonds—the safest investment in the whole world” (USNA, 
“LaFollette, Robert M.”).

The most significant event during the decade of the igqos, 
World War II, redirected Americans’ attention from domestic 
problems and concerns to foreign affairs. Chairman Altmeyer, 
however, told the nation not to worry: “There will be no retreat 
for Social Security as the result of the defense program” (AFLA 
igqo). Aside from minor changes in Social Security, mostly deal­
ing with postponing the tax rate increase, the igqos were a time of 
settling in and assessing the progress made in the igsos. 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, others were 
convinced that it was only through social security that we could 
have national security (USNA, “AFL-igqo”). In addition, because 
the war had created jobs and stimulated the economy, critics of the 
high costs of the program were rebuffed, if not preoccupied.

One important development during the igqos had to do with 
labor unions and pensions. The AFL and CIO, determined to en­
sure security for families, worked for a “family wage” in collective 
bargaining agreements. However, during World War II, the War 
Labor Board mandated that wages could not increase because 
that would feed inflation. Workers dealt with this problem partly

Year

1935-36 
1937-38 
1939-40 
1941-42

Pct. House 
Republican

26.2
23.6
39.2 
38.4

Pct. Senate 
Republican

28.1
20.8
28.1 
31.2

Pct. Senate
Republican

39.6
41.1
53.1
43.7
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Organizational Dynamics

Organizational persistence, interests and incentives, coalition 
formation, time and timing, and ideology are organizational dy­
namics that are evident during these early years. With regard to 
organizational persistence, as noted earlier in this chapter, the 
early Social Security program faced a number of challenges and 
threats to its longevity. It is noteworthy that all these issues were re­
solved in one way or another. Social Security was able to survive and 
persist, but the costs of the political compromises to the economic 
integrity of the program would later haunt the trust funds. As a 
political program and not an economic contract, the compromises 
made in the iggg legislation dramatically shifted the balance be­
tween receipts and obligations. Those organizations that were able 
to persist throughout the legislative process had their concerns 
addressed by Congress. In this sense, organizations must remain 
forever vigilant, and vigilance requires enormous economic and 
political resources.

With regard to organizational interests, it is clear that groups 
sometimes referred to abstractly as “capital” and “labor” were inter­
nally divided on the precise definition of their “interests,” even at 
the organizational level. In the tremendous economic and political 
turmoil, “interests” became even more difficult for organizations 
to define. Uncertainty means shifting realities and shifting per­
ceptions for organizational actors. For example, there was a split 
within the U.S. Chamber of Commerce between big and medium 
or small businesses.

Historian Arthur M. Schlesinger Jr., describes the annual meet­
ing of the U.S. Chamber of Commerce at the end of April 1935:

Not all businessmen were in all-out-opposition. The Chamber of Com­
merce meeting showed the existence of a deep rift between those who 
wanted at least to maintain diplomatic relations with the New Deal and 
those who insisted on war against it. The first class was made up to a degree 
of big businessmen, living in big cities, college-educated. . . . These men 
were less affected personally by New Deal measures than were small busi­
nessmen. A large corporation could absorb the impact. . . . Appreciating 
the importance of public relations, appreciating in some cases the prob­
lems of government, men of this sort were inclined to view Roosevelt’s 

efforts, if not with positive sympathy, at least with the conviction that they 
could exert more influence from the inside than from the outside.

The second class consisted mostly of medium-sized and small business­
men, largely from small towns, in the main less educated, less wealthy, 
and less sophisticated than the others. These men were directly hit by New 
Deal measures as the big men never were, in terms of status as well as 
of profits. They felt injured by political hostility and threatened by social 
change. They could not understand what in the world was going on in 
Washington. They were determined to dig in their heels and fight for the 
America they knew. The intransigents among the big businessmen played 
on their fears and provided them with leadership. ... In this spirit, the 
Chamber... enthusiastically voted its opposition to the proposed two-year 
extension of NRA, to the social-security bill... and to all labor legislation.

A few big business leaders took care to dissociate themselves from this 
outburst. “As a member of the United States Chamber of Commerce,” 
Thomas J. Watson of International Business Machines wrote the Presi­
dent the next day, “I deeply regret the sweeping criticisms of the Ad­
ministration, but I am sure their action does not reflect the sentiment 
of businessmen in general.” The Business Advisory Council —including 
among others, Watson, Henry I. Harriman, the outgoing president of 
the Chamber, Winthrop Aldrich of the Chase National Bank, Walter S. 
Gifford of American Telephone and Telegraph, W. Averell Harriman of 
Union Pacific, Myron Taylor of United States Steel, Gerard Swope of Gen­
eral Electric, and Robert E. Wood of Sears Roebuck—called at the White 
House and came out for the two-year extension of NRA and other ad­
ministration measures. But this did not modify the public impression of 
an across-the-board repudiation of the New Deal by organized business. 
(i960: 271-72)

Similarly, labor unions were divided on the issue of what their 
“true” interests were with regard to Social Security legislation. In­
deed, labor organizations were bitterly divided on a variety of issues 
during this time period. Differences in philosophies, hence strate­
gies, led in 1937 to the ouster of CIO-affiliated unions from those 
affiliated with the AFL. John L. Lewis, the new president of the 
CIO, was impatient with the AFL policy of slow, deliberate growth. 
However, over time there were increasing rumors that there was 
Communist infiltration of CIO-affiliated unions.

Writing of the divisions within labor organizations during this 
period, James A. Wilson notes:
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“For the first thirty or forty years of its history, the American Federa­
tion of Labor (AFL) and most of its affiliated unions opposed, in the 
name of voluntarism, certain forms of government intervention in labor­
management affairs or indeed in the economy generally, even when the 
proposed legislation was aimed at improving the welfare of workers (as 
with minimum-wage or maximum-hour laws or unemployment insurance). 
By contrast, the Congress of Industrial Organizations (CIO) and most 
of its affiliated unions favored from their inception sweeping legislative 
programs on behalf of workers." (1973: 121-122).

The CIO wanted a more generous program than Social Security, 
while the AFL was more conservative in its approach to old-age 
insurance. They were not one cohesive group, and this lessened 
their political efficacy. Further, both organizations were more con­
cerned with unemployment and public works programs than they 
were with old-age insurance (Schlesinger i960: 269).

The extensive discussion of speeding up Social Security benefit 
payments from 1942 to 1940 illustrates the use of incentives in 
organizations to gain loyalty and support from “members.” Early 
payment was conceived at least partly to garner public support 
for Social Security, and supporters of this change also argued that 
payment of benefits in 1940 would prime the economic pump and 
reduce the reserve; this argument was used by the Social Security 
Board to try to convince those members of business and industrial 
organizations that were opposed to Social Security.

With regard to coalition formation, Roosevelt and Altmeyer 
were masterful at making alliances that divided their enemies. By 
giving increasing numbers of groups a political and financial stake 
in system’s success or survival, they helped to ensure the long-term 
viability of the program. Two examples of the importance of coali­
tion formation are evident in the early years. At the broader politi­
cal level, Roosevelt was particularly adept at coalition building. 
He brought together a broad-based national coalition of entre­
preneurial business people who felt handicapped by Wall Street 
domination, intellectuals, Southerners, blacks, women, farmers, 
and workers. New industries in communications and electronics, 
for example, were much more in favor of the New Deal than 
was big business in general, particularly giants like General Elec­
tric, the Radio Corporation of America, the National Broadcasting

Company, the Columbia Broadcasting System, and International 
Business Machines. Joseph P. Kennedy, who invested in both new 
regions of the country and new industries, was in Roosevelt’s cor­
ner. But Roosevelt did not draw upon the Democratic Party as such 
(i.e., the national committee, ward, or precinct), but instead relied 
on a coalition of diverse groups (Schlesinger i960: 411-12). It is 
significant that John G. Winant, the first chairman of the Social 
Security Board was a Progressive, not a Democrat.

The second example of the importance of coalitions is the close 
relationship between Roosevelt and the early SSB. Roosevelt en­
couraged the use of the early SSB members as the sole expert wit­
nesses in congressional testimony regarding Social Security. Con­
gress did listen to alternative proposals, but the early supporters of 
Social Security were political insiders who knew what to say, when 
to say it, and whom to say it to. This unique close alliance within 
the polity, between Roosevelt and the early SSB, helped to fend 
off many of the early attacks made on Social Security. It was a cru­
cial resource in this period of economic crisis and programmatic 
instability.

With regard to time and timing, there are relevant observations 
for these early years. With regard to the time perspective, it is 
clear that Roosevelt and SSB personnel had a long-term vision for 
the program. However, in the early, tenuous years, these political 
actors were forced to limit their time horizons and make compro­
mises in the short term. Similarly, specific organizations represent­
ing business and industrial interests often exhibited shortened time 
spans. These organizational actors were split with regard to long­
term interests, and more often exhibited limited rationality. Again, 
during the 1930s and 1940s, we see more reaction than action, 
more unplanned adaptation than clearly mapped out strategy. The 
concept of limited rationality (Perrow 1986) was much more evi­
dent in the 1930s and 1940s than was a rational, instrumental plan 
of action. We see the same dynamic for representatives of labor. 
The fact that accommodation to many of the organizational actors 
representing business and industry, in the early years, occurred at 
later stages of the political debates reflects the fact that there was 
only some “corporate liberal” planning.

Even after the original act was passed, various business and 
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Carolyn Weaver: “The outcome of what appears to be a demo­
cratic voting process may reflect little more than citizen demands 
among a narrow array of predetermined alternatives. . . . Existing 
and potential public suppliers including Roosevelt, the CES, and 
other social insurance advocates played disproportionate roles in 
the timing and form of the Social Security Act” (1982: 72). The 
timing of broader historical events is also central to the develop­
ments noted here. The onset of World War II was fortuitous in 
many ways for Social Security. This will be discussed in depth in the 
next chapter, but there were five developments during the war that 
benefited the Social Security program early on. (1) World War II 
deflected most of the attention away from Social Security. Though 
this may have had certain negative effects, the deflection of criti­
cism gave SSB bureaucrats time to establish the program. (2) Many 
uncovered workers worked in covered employment during World 
War II, thereby creating a clientele to lobby for expanded coverage 
after the war. (3) The trust funds grew because of the high rate 
of employment in industries that could pay well. (4) The continu­
ing payment of Social Security benefits built up a growing 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, and they and other alternative pro­
grams grew increasingly less threatening. (5) Wartime inflation 
eroded the purchasing power of Social Security benefits, thereby 
increasing the potential pressure for incremental expansion.

We also gain a sense of the importance of ideology in political 
organizations’ lives. Immediately after the constitutionality of the 
program was established in the 1930s, the analogy to private insur­
ance was heavily emphasized in documents published by the SSB. 
Legitimacy was a key concern of the early Social Security Board 
and Roosevelt. It was believed that this would help to increase the 
acceptability of the new payroll tax; in retrospect, the analogy ap­
pears to have worked, although in later years it was downplayed 
as less important than the social benefits of programmatic expan­
sion. But it was significant that levels of autonomy varied among 
state actors in the early years. There was a continuum of autonomy. 
Roosevelt had some autonomy from powerful interests because of 
his general popularity. He attempted, often successfully, to stack 

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. There was some support for 
lower taxes and larger benefits, but the foundation for this sup­
port was a concern that we were moving too far in the direction of 
socialism. In this sense, most business or industrial organizations 
did not seek out Social Security; rather, Social Security bureau­
crats eventually needed to accommodate these interests in order 
to ensure the political viability of the system. More than business 
or industry seeking the state for relief, state bureaucrats sought 
out sympathetic members of these groups to exemplify business 
support for Social Security.

Time is an important organizational variable, and another ex­
ample of this is evident in a cohort effect in the administration 
of Social Security. The early cohort of personnel was partly re­
sponsible for counteracting the early instability of the program. 
These individuals were carefully selected, visionary professionals, 
committed to Social Security. Wilson discusses this cohort of SSA 
employees;

When the Social Security system was founded in 1935, key leaders, espe­
cially Arthur J. Altmeyer and John G. Winant, pressed hard and success­
fully for winning an exemption from standard civil service rules so that 
they could hire especially talented persons, usually with a social-science 
background, who shared the liberal commitment to a universal retirement 
system in which benefits would be guaranteed to all contributors as a 
matter of right and without a means test. . . .

Altmeyer and Winant devoted many hours to handpicking the managers 
of local field offices to insure that they were fully imbued with the client­
serving ethos. Recruitment and training programs emphasized notjust the 
procedures but the “philosophy” of Social Security (by which was meant 
the commitment to serving beneficiaries). (1989: 100-101)

The early baptism-by-fire years no doubt tested the commitment 
and creativity of the original personnel. In many ways an en­
trenched bureaucracy may not attract entrepreneurial spirits or 
encourage major innovation to the same degree as do early orga­
nizational forms. This cohort cycle and its implications are often 
evident in organizations that experience waves of recruitment.

The relevance of the idea of timing is also evident here. To quote
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and the administrative mechanisms for extending benefits, were 
not clearly articulated by the leaders or members of these more 
radical social movements. Both Paul Burstein (1985) and John 
Kingdon (1984) have noted that popular protest most often man­
dates change in a general direction, rather than specifying par­
ticular legislative details. The general public was indeed 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. The resulting legislation was therefore 
not a compromise among all the alternatives presented. A true 
political compromise would have been much more radical and 
much more favorable toward the working class than the program 
that emerged. For example, it might have extended coverage to 
all workers, including agricultural and domestic workers; unem­
ployment compensation might have been federally administered, 
hence more uniform; disability and hospital insurance might have 
been included; and benefits might have been more substantial. 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 pro­
gram that was eventually adopted did not overwhelmingly offend 
powerful interests, and it was not a radical departure from cher­
ished American ideologies or institutions. Most importantly with 
regard to social movements or interest groups and their organi­
zational persistence, influence in pressing for a nebulous form 
of legislation is not the same as influence in writing the legisla­
tion or influence in its implementation. It was in the latter stages 
that more powerful interests clearly had an edge, including those 
groups that had voiced their opposition in the earlier stages of the 
political process. In a funneling process, a large number of actors 
registered their discontent, while a smaller number were invited 
to participate on the Advisory Council. Finally, Congress being the 
place where legislation is actually hammered out, powerful inter­
ests attempted, often successfully, to pressure Congress to satisfy 
their interests through the now inevitable reform. The NAM and 
the U.S. Chamber of Commerce opposed the legislation in its early 
form, but that does not mean that they passively accepted the spe­
cific provisions embodied in the final bill. It was in the later stages 

the decks in favor of Social Security. The CES, the first Advisory 
Council, and his Supreme Court reorganization plan exemplified 
this autonomy.

On the other hand, state bureaucrats in the SSB had consider­
ably less autonomy from powerful interests because they had to 
figure out ways of ensuring the viability of the program by making 
concessions to various organizations. Altmeyer and other adminis­
trators therefore could not institute a full-fledged social insurance 
program at once but had to wait until the program became more 
politically entrenched.

Further, it is evident that the role of Congress from 1935 to 
1949 was far more cautious and far less autonomous, with regard 
to Social Security than it was during the 1950s and 1960s. The 
very nature of elective positions, which generally span more years 
than does the presidency, require more frequent accountability to 
the general public, hence Congress often proceeds more slowly 
than presidents or state bureaucrats. During the early years, the 
Social Security system was new, untried, and controversial. Em­
ployers and employees complained of an added payroll tax; the 
Townsendites and their followers said that the program did not 
go far enough; some conservatives and state’s rights advocates 
complained of the federal domination inherent in the program. 
Social Security was obviously a controversial and risky issue for 
senators and representatives during these first years. The legisla­
tion that was drafted 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 increasingly accountable for 
its actions by powerful interests as well as by the public. There was 
little if any autonomy for Congress.

In addition, ideological shifts, especially the validity of radical 
flank effects, are also evident during this time period. The popu­
larity of the Townsend Plan and the other more radical alternatives 
stemmed from their promises of generous pensions, short work 
weeks, and other tantalizing utopian attractions. These groups or 
individuals were political outsiders, with radical agendas, and they 
clamored for relief. But the exact form the relief would take, 



CHAPTER FOURg8 The Push for Acceptance

In the entire history of Social Security, there was no 
period more crucial for the program’s expansion than the 1950s 
and 1960s. First, the frequency and regularity of legislation to ex­
pand 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 (e.g., 
agricultural and domestic workers), sheer numerical expansion of 
those covered was phenomenal. Third, there were significant in­
creases in benefits, even controlling for inflation (see Table 4). 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

of the process that these more powerful groups were to have enor­
mous, if subtle, influence. Southern congressional representatives 
made sure that agricultural and domestic workers were excluded, 
and employers made sure that the tax rate remained low. And as 
we shall see, organizations representing more powerful interests 
were eventually even more effective, proving that organizational 
persistence yields returns in the long run. Business, industry, and 
finance began to accept the fact that the program was there to stay. 
The Business Advisory Council, the NAM, and the U.S. Chamber 
of Commerce all developed proposals for amendments that were 
in line with their interests. These groups were an important factor 
in the passage of the 1939 amendments. Especially after Roose­
velt’s reelection in 1936, the big question for these groups 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?”

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 re­
quired to make numerous political compromises. Over time, if the 
organization survives, we see a process highlighted by organiza­
tional theorists —of bureaucracies taking on a life of their own. 
The SSB sought to expand its reach and increase benefits, all in 
an effort to garner support for the program. During the 1950s and 
1960s, the Social Security bureaucracy was able to affect its envi­
ronment. Arthur Altmeyer commented: “Administration consists 
of more than organization, procedures, and personnel. . . . Admin­
istration also consists of interpreting social legislation in such a 
manner that it achieves its fundamental purpose most fully” (1966: 
262-63). But it was not until the 1950s and 1960s that state bu­
reaucratic administrators were able to carve out their own vision of 
the ideal social insurance system.

Bureaucratic Expansion,

Since this legislation was originally passed in 1935, we have 
increased the total burden of Federal expenditures from 
about $9.7 billion a year to a prospective S45 billion a year, 
included in which are about 523 billion for defense and Euro­
pean 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 addi­
tions 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 chairman of the House 
Ways and Means Committee (USNA, "SS—OASI Misc.”)

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 re­
moving House provisions for disability insurance and other 
more liberal Social Security measures (USNA, “SS [Misc. 
May-June 1950]")
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source: Congressional Record 123 (1977): 39021.
“Automatic cost-of-living increases, as provided in the Social Security amendments of 1972.

away from a “floor” of protection toward “adequate” protection, all 
reflected this change in philosophy.

This chapter discusses events that occurred beginning with the 
post-World War II period through the late 1960s. Organizational 
theory and the organizational dynamics presented earlier are very 
useful in explaining and understanding the developments during 
this time period. Before the first payment of benefits in 1940, 
the Social Security system did not yet have a clientele interested 
in its expansion. As an organization, the Social Security bureau­
cracy at this point was vulnerable to competing political demands 
and much more reactive than active. This changed drastically with 
the legislation of the 1950s and 1960s. Now, the organization was 
capable of having a real effect on the larger political and economic 
environment.

By the 1950s, the Social Security bureaucracy had succeeded in 
creating several communities of interest for the cash benefits pro­
gram—not only groups that were receiving benefits but also groups 
that were excluded and now began lobbying for coverage. This pro­
cess lowered the likelihood of competition in the political arena, 
and in a non-zero-sum economic climate, the counterbalancing 
forces of negotiation and compromise became rarer. This meant 
that the dramatic expansion of benefits, and the addition of dis­
ability and hospital insurance, occurred in a context of relatively 
little countervailing opinion. These situations made it possible for 
organizations to have an impact on their larger environment. It 
is much more likely that organizations will be able to have an 

effect on their environment during periods of stability than during 
periods of crisis.

It is also clear that in the political arena, prior events or out­
comes are often used as precedent to justify changes at a later 
point: effects at time one become causes at time two. This dynamic 
occurred in the expansion of coverage to disability insurance. The 
first step was to offer means-tested assistance for the needy dis­
abled. This program then served later on as the precedent for 
instituting a full-fledged, non-means-tested disability insurance 
program. Economic prosperity and stability eventually allowed the 
Social Security Administration (SSA) to institute certain social in­
surance programs that it had wanted from the start.

In addition, I argue that power resides in organizations that 
operate within a particular economic and political context. Power 
is not equally distributed or expended. State bureaucrats often 
have the inside track in promoting their agenda during periods of 
stability, and the provision of cash benefits often negates the voices 
of compromise or economic rationality. However, there are few all- 
powerful or omnipotent organizational actors evident here. State 
bureaucracies may have long-range plans, but most organizational 
actors operate with an eye toward the near future. I also argue 
that the SSA had more autonomy from powerful, but isolated, 
organizational interests during this period than they did during 
the Great Depression. This is not to imply that this autonomous 
political power is evident if several powerful organizations are op­
posed; indeed, the political success of Social Security was ensured 
by generally catering to most other powerful organizations.

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 address the support and opposition to the changes 
that occurred between 1950 and 1969, and the nature of these 
changes. Finally, I discuss the organizational dynamics presented 
earlier, in view of the developments surrounding the legislation of 
the 1950s and 1960s.

The Economic and Political Context

Common-sense notions of the inverse relationship between 
“guns or butter” (military versus domestic expenditures) make the 

TABLE 4

Social Security Benefit Increases, 1950-19 77

Date effective

Jan. 1971
Sept. 1972 
June 1974 
June 1975“ 
June 1976“ 
June 1977“
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Pct. increase

10.0
20.0
11.0
8.0
6.4 
5.9

Date effective

Sept. 1950 
Sept. 1952 
Sept. 1954 
Jan. 1959 
Feb. 1968 
Jan.1970

Pct. increase

77.0 
12.5 
13.0 
7.0 

13.0
15.0
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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 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. 
(USNA, “OASI Misc.-June-August, 1950”)

Nor was the threat of communism only a matter of external foes. 
By the early 1950s, Senator Joseph R. McCarthy (R-Wisconsin) had 
accused the Roosevelt and Truman administrations of being rife 
with Communists, and he directly accused many liberal Democrats 
of being Communists. In 1949 and 1950, CIO-affiliated unions 
conducted a massive housecleaning to rid themselves of Commu­
nist members. A leading article in U.S. News and World Report in 
1953 concluded: “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” (in Warren 1955: 208).

In light of these considerations, it becomes all the more inter­
esting that the decades of the 1950s and 1960s were the time of 
greatest expansion for the Social Security program. By 1950, the 
momentum for expansion of the Social Security system was strong. 
And though some of the pressure for expansion came because of 
inflation resulting from the Korean War, the interesting question 
for this period is what fueled this 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 5 shows that, 
contrary to Wilensky’s contention, national defense expenditures

expansion of Social Security during the 1950s and 1960s seem 
anomalous. World War II, the cold war, and the Korean War could 
have deflected resources away from Social Security. Wars tend to 
encourage debates about the relative merits of foreign versus do­
mestic spending, and the petitions that Congress receives tend to 
support one over 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 (D. Mitchell, 1950).

Harold Wilensky, in a comparative analysis of sixteen coun­
tries, found that these troublesome times did indeed affect social 
programs: “The beginnings of the cold war locate the most obvi­
ous, 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 re- 
tration of Social Security, or at least stagnation. Further, the cold 
war and increasing concern with the threat of communism meant 
that Social Security could be denounced as a socialist program 
that was meant to undermine capitalism from within. Some oppo­
nents of the program in the 1950s claimed that the only “social 
security” was defensive, and they argued that domestic programs 
drained away the lifeblood of our nation that should have been ex­
pended for military preparedness. As evidence, they cited Lenin’s 
statement, made years earlier: “We shall force the United States 
to spend itself to destruction” (USNA, “Special SS Files—Private 
Pension Plans”). A letter from a Maryland doctor, sent to Walter F. 
George, chairman 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, in­
stead of for Social Security hand-outs. The paramount desideratum we 
need in this country today is Physical Security, not Social Security. If we 
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.6

1.7

.6

.6
1.3 
1.2
1.1
1.5

Support for Social Security

In addition to the favorable economic context, three develop­
ments brought on by World War II contributed greatly to the grow­
ing support for Social Security expansion. These were the opportu­
nities in industrial plants in the North, inflation, and the growth of 
private pensions. Edwin Amenta and Theda Skocpol have noted, 
“In a number of ways, the war aided the bureaucratic fortunes 
of the Social Security Board and set the stage for OASI to be­
come the keystone of postwar U.S. public social provision” (1988: 
120-21). Since this historic crisis or “accident” was largely outside 
the control of program bureaucrats or organizational actors, its 
effects on the program, though beneficial in retrospect, were really 
unforeseen shifts that organizational actors had to adapt to.

table 5
Defense and Social Security Outlays of the Federal Government, 1940-1970, 

and Percent of GNP of Expenditures

{in millions of dollars, except percentages)

were positively correlated with Social Security expenditures during 
this period. A study of Great Britain similarly found that major wars 
necessitated and enabled the government to expand its fiscal base; 
further, since much of this structure and capacity remained after 
the war, expanded social provision could be more easily instituted 
(Peacock and Wiseman 1961).

Guns and butter are not necessarily mutually exclusive, and war 
can stimulate certain types of social spending (Amenta and Skoc­
pol 1988). Even though World War II, the cold war, and the Korean 
War demanded that a larger portion of the gross national product 
be used for national defense, this increased expenditure had little 
effect on absolute expenditures for Social Security old-age insur­
ance. This is especially so when we exclude World War II, a period 
when Social Security expenditures were reduced because of the 
elderly’s participation in production. With only three exceptions 
between 1940 and 1970, Social Security budget amounts increased 
steadily through World War II, the cold war, and the Korean War. 
Each new budget set a plateau below which expenditures have 
rarely fallen. Whereas national defense expenditures fluctuate de­
pending on our involvement in wars, the absolute expenditures for 
Social Security have generally increased.

Year

1940
1941
1942
1943
1944
1945
1946
1947
1948
1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970

National defense

Absolute Pct

1.5
4.8

15.1
32.9
36.5 
38.4 
21.3
5.6 
5.0
5.1
4.6
6.8

12.6
13.7
12.7
10.1
9.6
9.6 
9.9
9.6
9.1 
9.0 
9.0 
8.8
8.4
7.2
7.5
8.8
9.2
8.6 
8.1

Social Security

Absolute Pct

1.5 
1.3 
.9

1,504
6,062 

23,970
63,212 
76,874 
81,585 
44,731 
13,059 
13,015 
13,097 
13,119 
22,544 
44,015 
50,413 
46,645 
40,245 
40,305 
42,760 
44,371 
46,617 
45,908 
47,381 
51,097 
52,257 
53,591 
49,578 
56,785 
70,081 
80,517
81,232 
80,295

1,508 
1,681
1,515 
1,209 
1,232 
1,359 
2,682 
2,908 
2,932 
3,763 
4,959 
4,749 
5,536 
6,446
8,048
9,393 

10,131
11,983 
15,556 
17,901
18,959 
22,100 
23,660 
25,463 
26,826 
27,406 
31,525 
37,831 
43,716 
49,310
56,697

1.4 
1.6 
1.8 
2.2
2.3
2.4
2.7
3.5
3.7
3.7 
4.2
4.2
4.3 
4.2 
4.0
4.2
4.7 
5.0
5.2
5.7

NOTE: Source for outlays, Histmicat Statistics of the United States: Colonial Times to 1970, Bi­
centennial ed.. 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.
Pearson's Correlation = .62.
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INFLATION

Inflation, another critical consequence of World War II, also 
affected old-age insurance benefits. 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 declined from 96.3 cents to 59.1 cents (USNA, “OASI

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. As noted earlier, 
when the Social Security program began in the 1930s, Southern 
congressional members were instrumental in seeing that agricul­
tural and domestic workers were excluded from coverage under 
the federal program. Although those employed in agricultural or 
domestic work could be eligible for old-age assistance in the 1930s 
and 1940s, this program was administered by local relief agencies. 
The dollar amounts for the assistance programs in the Southern 
states were extremely miserly. Southern whites viewed the federal 
control of old-age insurance as infringing on local authority, and as 
a threat to their tenant-farm economy; essentially they feared that 
blacks’ incentive to work for low wages would be hindered under 
any program of federal relief.

The movement of labor out of the South during World War II, 
along with the mechanization of agricultural work and the in­
creasingly burdensome dependency ratios and assistance loads in 
the Southern states, quieted the resistance by Southern congres­
sional members to expansion of old-age insurance. 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 gov­
ernment to liberalize old-age insurance by 1950 (USNA, “OASI 
Misc.—April, 1950”).

The third development brought about by wartime job oppor­
tunities was the reentry of many elderly and previously retired 
persons into the workforce. Because of the earnings test whereby 
benefits were reduced when beneficiaries earned over $14.99, most 
of these workers were now drawing fewer Social Security benefits 
but at the same time, in the payroll tax, contributing directly to a 
growing trust fund.

OPPORTUNITIES IN INDUSTRIAL EMPLOYMENT

IN NORTHERN STATES

During World War II, the opportunities for workers in war­
time industries in the industrial sector resulted in three significant 
developments for Social Security. First and most importantly, dur­
ing this four-year period, many workers moved from uncovered 
employment such as housework, agricultural work, and domestic 
work to covered employment. But many of these people returned 
to their former jobs when the war ended. This meant that, although 
they had paid Social Security payroll taxes for several years, most of 
them would never qualify for even limited Social Security benefits 
because their time in covered employment was too short. Because 
the system was constructed on the principle that jobs were covered 
and not individuals (as in private insurance), the movement of 
labor during World War II brought inequities in taxing and bene­
fits coverage. This was not a development that was obscured by 
technicalities; the inequity was well understood by those workers 
affected. Before the 1950 amendments, 80,000,000 Social Security 
accounts existed. Yet only 35,000,000 persons actually remained 
insured because of movement into and out of covered employment 
during World War II. Thus there were 45,000,000 persons who, 
though they had had wage credits posted to their records during 
World War II (USNA, “Social Security Revision"), were not due to 
receive any benefits. They constituted a huge new interest group 
that could be counted on to support more universal coverage.

Second, the labor market shift of the war years drew many 
Southern blacks to industrial jobs in the North; most of them, 
owing to deteriorating job opportunities in the South, were un­
likely to return there. In effect, the South underwent a selection 
process whereby the youngest and most able-bodied workers were 
fleeing the South because of lack of opportunities in an increas­
ingly mechanized agricultural economy. Those who were left in the 
Southern states were the elderly and the very young—obviously a 
tremendous burden to local or county relief rolls. Since agricul­
tural and domestic workers were excluded from coverage under 
old-age insurance, the assistance burden in the South was much 
heavier than in nonagricultural states.
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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 Stabilization Act of 1942 
froze wages. At the same time, employer contributions to employee 
welfare and health programs “in a reasonable amount” were spe­
cifically exempted from the provisions of the Act (Perlick 1950: 
683). Labor unions, unable to bargain for wage increases, took 
up the notion of bargaining for better retirement pensions. CIO- 
affiliated unions were especially effective in winning pensions of 
$too per month. For example, under the plans of Bethlehem Steel 
and the 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. In October 1950, 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 increased Social Security benefits (USNA, “SS- 
Misc. [October, 1950]”). In 1949, the death, accident, sickness 
benefits, annuities and saving plans cost the Standard Oil Com­
pany of Newjersey 15 percent of its total payrolls (USNA, “Special 
SS Files —Private Pension Plans”). 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.

Such plans were beneficial to business and industry in three 
ways. 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. (Later on, this concession to 
workers also gave workers new bargaining leverage, and in 1949 
the national economy was disrupted by coal miner and steelworker 

Misc.—June-August, 1950”). In 1940, the average benefit repre­
sented approximately 20 percent of the average monthly wage of 
all employees in industry; by 1950, it represented only 11 percent 
of the average wage (AFLA 1950: 166). The second, related, effect 
was the 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. The original 
intent of old-age assistance, however, was to provide a temporary 
safety net for those who were already aged and in need and were 
not covered by the insurance system from the start. Social Security 
planners intended this needs-based safety net 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. A letter to 
Senator Walter F. George dated June 7, 1950, from the American 
Retail Federation stated:

In order that the public assistance programs be subordinated in impor­
tance to the federal contributory system of old-age and survivors insur­
ance, the latter system should be expanded to provide for universal cover­
age, and there should be no increase in the extent of federal participation 
in assistance programs. In fact, serious consideration should be given to 
cutting back, gradually, the extent of federal participation so that it repre­
sents a smaller portion of the total outlay than at present. (USNA, “SS 
[Misc. May-June 1950])

Welfare programs are generally less palatable to Americans than 
the more incentive-based social insurance program; and the more 
rapid growth of old-age assistance allowed those who supported 
higher old-age insurance benefits and universal coverage under 
the insurance program to point to the relative merits of the two ap­
proaches 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 
(USNA, “SS-OASI Misc. [May, 1949”])
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atkinson: Yes,
mill i kin: Quite naturally and quite understandably. 
atkinson: Yes; I think that those feelings are evident. 
millikin: The system has gained some new and strange adherents in 

the last year or so. (USNA, “Social Security Revision”)

For many business and industrial organizations, the growth of pri­
vate pensions by 1950 meant that much of the earlier vehement 
opposition to old-age insurance increases had dissipated.

Both the AFL and the CIO were also instrumental in pressing for 
expansion of Social Security during this period, especially the AFL- 
affiliated unions. As noted earlier, AFL unions were less swift than 
CIO unions in adopting company pensions as a top priority, and 
they were consequently more vocal in their support of expansion 
of Social Security during the debates over the 1950 amendments 
(AFLA 1948: 236). William Green AFL president, told the Sen­
ate Finance Committee in 1950: “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 Fed­
eration of Labor are waiting to see what Congress does to revise 
the basic social-security structure. They cannot be restrained in­
definitely” (USNA “Social Security Revision”). Overall, union-won 
pensions were criticized in the 1940s and 1950s as limiting worker 
mobility from employer to employer. Nonunionized workers ar­
gued that union pensions diluted political pressure for pensions 
for all workers, perhaps lowering the interest in expanding Social 
Security.

In some ways, too, 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 actu­
ally narrowed the gains of their unions. Although the settlements 
provided for noncontributory pensions—employers paid the en­
tire amount—they also usually required employers to pay only the 
difference between the guaranteed amount (e.g., $100) and any 
Social Security benefits. The noncontributory pensions meant that 
workers had no pension deductions from their pay; yet to finance 
any increase in Social Security benefits, workers were required to 
pay higher payroll taxes. In other words, workers would be contrib­
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strikes. A key issue in these strikes was the demand for a substantial 
increase in old-age pensions.)

Corporations also used pensions as a way of avoiding income 
taxes. This was not illegal. A change in the income tax codes in 
1942 stipulated that bona fide pension plan contributions were tax 
exempt. But an attorney representing several labor unions com­
plained in a letter to Walter F. George, chairman of the Senate 
Finance Committee, of abuses by large corporations of the intent 
of Social Security:

The practice of the Bell System and other corporations 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 pen­
sion plans come within the tax exemption clauses of the Internal Revenue 
Code. At the same time, these pension plans secure to themselves 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. (USNA, “SS —OASI 
Misc.”)

In addition, 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 provisions for tax de­
ductions. It was estimated that under wartime tax rates, each dollar 
contributed by an employer for pensions cost the employer only 
14.5 cents because the balance would have gone to the government 
in taxes (in Perlik 1950: 686).

Finally, a conversation between Herschel Atkinson, a represen­
tative of the Chamber of Commerce, and Senator Eugene Millikin 
(R-Colorado) of the Senate Finance Committee nicely summarizes 
another reason for the Chamber’s change of heart on Social Secu­
rity. Atkinson was explaining that his organization favored broad 
coverage, higher benefits, and the use of private plans to supple­
ment 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?
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levels, not only was the public sensitized to the advantages of in­
surance coverage, but the inadequacy of these benefits was used as 
a selling feature for more adequate private plans.

An insurance 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 mat­
ter 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? (CR 1946: 439)

In essence, private insurance salespeople used Social Security as 
a base from which to sell private insurance (CR 1946: 434)- It is 
noteworthy that insurance industry organizations were especially 
protective of a low wage base (they favored $3,000 per year instead 
of $3,600) because the higher the income taxed by Social Security, 
the less excess cash higher-income persons 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 (USNA, “SS-OASI Misc. [May, 1949]”).

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 ex­
tension of OASI coverage (USNA, “SS-OASI Misc. [May, 1949]”). 
In other words, the federal government, instead of having to find 
independent sources of revenue, could dip into the existing trust 
fund to pay veterans. Politicians concerned about the impact of 
large deficits on the public’s perceptions of their relative success or 
failure in office readily saw that this was the best course to pursue. 
This particular example reveals how intrastate organizations such 
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uting to the government for exactly the same benefits that industry 
alone had provided for in the past (Perlik 1950: 713) • The ad­
vantage of union-won employer pensions was that they were not 
limited in amount; therefore, depending on the strength of the 
union, they often provided the highest pension benefits. Private in­
surance pensions had the distinct advantage of not limiting worker 
mobility between employers, but the amount of the pensions was 
fixed and therefore they were susceptible to inflation erosion.

The entrenchment of the Social Security system was not surpris­
ing in light of this debate over employer pensions versus private 
insurance. In many ways, a universal social insurance program an­
swered both problems: workers could move from job to job, and if 
universal coverage were in place, they would not lose their pension 
rights; further, since Social Security is primarily a political organi­
zation and not solely concerned with economic factors, fiscal re­
straint was less evident and benefits could rise as they were eroded 
by inflation. Many business and industrial organizations no longer 
opposed such expansion. What occurred, however, was that Social 
Security adopted the most expensive aspects of both union and 
private pension plans—universal coverage and protection against 
inflation. These were major factors propelling the system toward 
economic crisis in later years.

Similar to the dissension among organizations representing 
capital, and dissension among organizations representing labor, 
organizations representing the insurance industry were also di­
vided over Social Security in the 1930s and 1940s. However, by 
the 1950s, even their voices rang in harmony. In 1950, a variety of 
organizations representing the industry testified before Congress 
that there had been an increase in their business as a result of 
the Social Security Act (CR 1949: A. 2411-15). They now favored 
broad coverage, with subsistence-level benefits and a low wage base 
for collecting taxes. In addition, they opposed the payment of 
lump-sum death benefits to survivors of a Social Security benefi­
ciary. 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 
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Opposition to Social Security

Not all organizational actors supported Social Security during 
this time period. Martha Derthick notes that many business orga­
nizations continued to offer “conservative resistance” (1979: 132). 
For example, in 1950 General Motors and the United Auto Workers 

reached an agreement 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 Com­
merce explained the reasoning: “Thus, General Motors certainly 
is out of the classification of corporations which it might other­
wise be assumed would welcome an increase in the OASI benefit 
amount as a means of immediately relieving the corporation 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 
meeting the eventual liabilities of the Social Security program now 
in the process of revision” (USNA, “OASI Misc., June, 1950”).

There were still, also, groups that wanted the entire program re­
placed with an alternative. The Townsendites were still promoting 
a version of their ideas, though their alternative was muffled by the 
increasing monopolization of debates by the SSA. A Townsendite 
critic of the program complained to the chairmen of the Senate 
Finance Committee in 1950:

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 con­
trol; the head of the staff, for example, while not then employed by the 
Social Security 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 person­
ally either to the Advisory Council or to the Congressional Committees.” 
(USNA, “Senate Finance Committee—SS [April, 1950]”)

Altmeyer, it should be noted, was given four days for testimony 
to the Advisory Council while opponents were given as little as 
twenty minutes. It was also reported that Altmeyer gave confiden­
tial wage data to John L. Lewis, president of the CIO, in order to 
enhance Lewis’s congressional testimony (USNA, “SS—OASI Misc. 
[Dec. 1949]”).

In addition, assorted groups of professional and public service 

as the Treasury Department also developed an interest in Social 
Security expansion.

In brief, opportunities in industrial plants in Northern states, 
inflation, and the growth of private pension plans all set the stage 
for the early 1950s legislation. The key point here is that busi­
ness and industry were not alone in their new-found interest in 
the expansion of Social Security. Excluded groups of workers who 
had worked in covered employment during World War II, South­
ern legislators and individual states with burdensome assistance 
payments, private employers who witnessed rising pension costs 
or pensions linked to Social Security, AFL and CIO labor unions, 
insurance industry representatives, and the Treasury Department 
now turned to the SSA and Congress for relief. It was not merely 
organizations representing business and industry that favored ex­
pansion. At any rate, the slowness with which business and industry 
embraced the Social Security program is not very solid evidence of 
corporate liberal planning.

What we begin to see with regard to Social Security legisla­
tion in the 1950s was a majority of organizations speaking in 
favor of expansion—organizations representing employers, AFL 
labor unions, the insurance industry, state governments, the SSA, 
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 support or oppo­
sition at all, would benefit from inclusion under the program at 
this stage. However, many members of Congress noted that they 
received very little feedback from farmers and agricultural and do­
mestic workers regarding their position on inclusion under Social 
Security; these were, of course, by and large unorganized groups. 
Organizations representing blacks, however, such as the NAACP, 
stated their support for this extension (USNA, “SS-OASI Misc. 
[May, 1949]”).
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employees —teachers, firefighters, federal, state, and local govern­
ment employees—were quite opposed to coverage under Social 
Security. Whether they wanted it depended mostly on the rela­
tive generosity of their own pension plans when compared with 
the Social Security program. Some of those who opposed manda­
tory universal coverage were physicians, accountants, lawyers, and 
other professional people who claimed that they very often did 
not retire at age 65, and that the pension offered by Social Secu­
rity “would offer them very little inducement to do so” (USNA, 
“Committee Attention”).

Congress was careful not to alienate the groups that offered 
opposition to Social Security coverage. They shaped the 1950 
amendments to exclude coverage of those groups opposing it. At 
this point the Social Security program could not compete with 
these more generous pension programs in terms of benefit levels. 
Congress responded to this difference of opinion by allowing cover­
age, but not requiring it, and left the decision regarding inclusion 
under Social Security up to local groups. The 1950 amendments 
tailored the program in such a fashion.

The amendments that were passed on August 28, 1950, with a 
vote of 81-2 in the Senate (the two nay votes were Republican), 
involved the most significant expansion of old-age insurance cover­
age in the entire history of the program. Benefits were increased 77 
percent and were constructed in such a way as to lighten the load 
on old-age assistance. Benefit increases ranged from 50 percent for 
the highest benefit groups to 150 percent for the lowest. Compul­
sory coverage was extended to the non-farm self-employed (except 
for certain professional groups such as doctors, lawyers, and ac­
countants), and to regularly employed domestic and farm workers. 
Optional coverage for employees of state and local governments 
and nonprofit organizations was authorized.

Before 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, ten 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 eighteen months in covered employment. The tax rate 

was allowed to rise from 1 percent to 1.5 percent in 1950. Finally, 
earnings of beneficiaries had previously been limited to 514.99 per 
month; in 1950 this earnings test was increased to $50.00, with no 
limitation after age 75.The wage base was raised to $3,600 in 1951, 
a minor defeat for insurance companies.

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 histori­
cally rare. There were groups on each side who argued that the 
program had either gone too far, or not far enough. For example, 
the 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 Town- 
sendites. 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 wholeheartedly supported expansion, 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. Several reasons ex­
plain this political shift. Women were said to be repeatedly disap­
pointed with the Democratic 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 prices (Hammond, 1953). McCarthy’s attacks on com­
munism in government, which had been primarily directed at lib­
eral Democrats, led even more voters to support Eisenhower. Ironi­
cally, too, the successes of the Democratic Party between 1932 and 
1952 helped Eisenhower and the Republicans. In the 1950s, in the 
context of unprecedented prosperity, many Americans had moved 
into the middle class, and to them “the danger of depression and 
economic insecurity seemed remote. Instead, income taxes and in­
flation that devoured a large portion of the economic gains of the 
postwar period loomed as the immediate threat to their economic 
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age. Of course, this opened the door as a 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 insurance recipients. The eligibility standard for dis­
ability 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 thir­
teen calendar quarters were required to attain eligibility; this was 
dropped in 1958.)

A 1959 Current History article proclaimed: “Not even the con­
servatives who fiercely opposed social security would now think of 
abolishing it.” The Eisenhower administration indeed boasted of 
its achievements in this field. Increases in benefits and rates were 
made with a minimum of opposition (Starr 1959). Never before 
had a national political party been forced to operate so completely 
outside its philosophical 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 i960 amend­
ments eliminated the age-50 limitation for monthly disability bene­
fits. And the 1964 Johnson-Goldwater contest showed just how 
sacred Social Security had become. Lyndon Johnson promised a 
“War on Poverty” and a “Great Society,” while conservative oppo­
nent Barry Goldwater suggested putting the Social Security system 
on a voluntary basis. The media, rival Republican candidates, and 
the Democrats all cited this as “a symbol of Goldwater’s radical 
conservatism.” As such, it figured conspicuously in the campaign. 
Theodore H. White, the chronicler of presidential campaigns, re­
ported, “Out of the vast mass of his many statements and speeches, 
[the Democrats] chose to hook and hang him on one issue: Social 
Security” (in Derthick 1979: 187).

The next priorty on the list of the Social Security Administra­
tion 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 on Economic Security agreed 

welfare” (N. Graebner 1956: 71). Moreover, 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 re­
duction and the halting of inflation besides” (N. Graebner 1956: 
71). Eisenhower would not wreck Social Security’s progress, and 
throughout his term in office, he worked with Congress to extend 
coverage to an additional 10 million Americans. Indeed, the 1952 
election in many ways clinched the bipartisan nature of the pro­
gram; every Republican candidate since Landon had endorsed it 
(Albjerg 1952).

Eisenhower’s message bore this out: “Banishing of destitution 
and cushioning the shock of personal disaster on the individual are 
proper concerns of all levels of government, including the federal 
government” (in N. Graebner 1960: 232) .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 further increased benefits, and in 1954, 
coverage was made almost universal, with the exception of fed­
eral 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 pay­
able at age 50. After only six years, disability coverage had moved 
from welfare-tainted assistance to the more honorable ideology of 
insurance. Another important liberalization in Social Security that 
occurred in 1956 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 
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to avoid the subject until Congress had enacted the bill”; oppo­
sition to a national health insurance program had grown out of 
the medical profession’s concern that the greater the degree of 
government involvement, the less would remain of an individual 
physician’s discretion, freedom, and status (Lubove 1963: 82, 77).

The momentum for hospital insurance had been building for 
years, as increasingly effective and highly technological health ser­
vices resulted in increased cost and increased demand. The positive 
experience with disability insurance (benefit levels were reason­
able, and the trust fund was sound) served as a precedent and 
lowered the American Medical Association’s resistance to hospital 
insurance. President Johnson strongly supported health insurance 
for the elderly: “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” (in Cohen 
1963: 119). 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.

Amendments in 1968 and 1969 increased benefits again. Pri­
marily because of favorable employment conditions and low de­
pendency ratios, the Social Security trust funds grew to be a larger 
and larger proportion of the federal budget. Before the fiscal year 
1969 there were three budgets—the administrative, 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 that overlooked any surplus or 
deficit calculated for the administrative budget. Because of this 
change, the 1969 federal budget showed a “surplus” only because 
of the sizable excess in the Social Security trust funds. Some ar­
gued that Johnson made this accounting shift to cover the large 
Vietnam wartime deficit.

The late 1960s signaled the final stages of a comprehensive 
Social Security plan. There were few frontiers left to conquer, either 
in terms of clientele or in terms of philosophy. Except for benefit 
levels, the organization had expanded to its limits.

Organizational Dynamics

The developments of the 1950s and 1960s are instructive in re­
lation to the organizational dynamics set forth earlier. Much of the 
political action occurred at the level of organizations, and by fol­
lowing this action over time, we gain a clearer picture of legislative 
change. Significantly, during the 1950s and 1960s, the Social Secu­
rity Administration was able to act upon the larger political and 
economic environment. Once again, organizational persistence, 
interests, incentives, coalition formation, timing, time, and ideol­
ogy are important conceptual categories for understanding the 
legislative turning points.

The entrenchment of the Social Security program during the 
1950s and 1960s, and the resources available to the bureaucracy 
in the way of trust fund reserves and expert personnel were note­
worthy in terms of organizational persistence. To a great extent 
the program gained acceptance and trust by the public because, as 
time elapsed, the impact of Social Security was deemed reasonable, 
and because payoffs in the early years were much higher than were 
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. By the time of her death in 1975, she had drawn 
$21,000 in benefits (Brock 1982: 17).This public acceptance meant 
that Social Security was less of a political hot potato for Congress, 
which then felt encouraged to make changes suggested by the SSA 
that in effect, made the package a much more attractive one than 
the original. This is an excellent example of the role of slack, ir­
rationality, or loose coupling in a system. The ability to add entire 
new categories of workers, and the fact that the program remained 
in the start-up phase (hence the numbers of persons drawing bene­
fits was still relatively low), meant that benefits could be increased 
without corresponding changes in contribution amounts. This de­
velopment was unique to this expansionary phase, and the system 
became more tightly coupled as time passed.

Further, the SSA had developed a clientele that had a stake 
in the program’s endurance and expansion, even though the SSA 
and other groups voiced concerns regarding economic efficiency 
or rationality over the long run. Arthur Altmeyer and the SSA had 
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firmly believed that benefit increases should always be accompa­
nied by tax increases in order to make the public aware of the 
crucial link between the two. The SSA also believed that this would 
make it easier for Congress to initiate tax increases with every in­
crease in benefits. But in 1950, with so much money in reserve, the 
idea of increasing this “temptation to government extravagance” 
(the reserve) by raising the tax rates was an unpopular option. 
At any rate, because of broadened coverage, nearly full employ­
ment, and a relatively 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 confi­
dence in the system and made possible the bold new additions of 
disability (1956) and hospital (1965) insurance. James Q. Wilson 
notes, “Obviously, a staff has the freedom to explore new objec­
tives only when organizational maintenance problems have been 
solved; hence, the apparent paradox that it is in associations that 
have managed to win obvious respectability and assured member 
loyalty where one often finds elites willing, indeed, eager, to take 
on new political tasks” (1973: 209).

These programmatic developments and changes in the broader 
political and economic environment also influenced various politi­
cal actors’ perceptions of their interests. By 1950, Social Security 
had been in existence for fifteen years, taxes had been paid for 
thirteen years, and benefits had been paid for ten years. Many 
people who retired in the late 1940s and early 1950s were in their 
prime earning years during the Depression and had already used 
their savings, or were unable to save for retirement. Workers who 
had been employed in covered jobs were becoming increasingly 
committed to seeing the system maintained and expanded, and 
many people who requested larger benefits cited the millions of 
dollars spent to fend off communism, and to help foreign countries 
rebuild. In addition, by 1950, a variety of published sources had 
revealed that the costs of Social Security were passed on to the gen­
eral public in the guise of higher prices, and to workers in the form 
of lower wages, and this of course allowed persons and groups that 
were not yet included in Social Security coverage to complain that 
they were contributing indirectly to costs of the system without 

receiving their due benefits. Similarly, various business organiza­
tions developed agreements with unions whereby workers would 
benefit from increases in the federal old-age insurance program. 
The events of World War II and the wartime freezing of wages (but 
not benefits) and the linking of private pensions with the federal 
pension plan changed many of these groups’ interests with regard 
to Social Security.

Before the 1950 Amendments there was also a great deal of dis­
cussion to the effect that a large reserve meant that the public was 
paying perhaps three times for their Social Security benefits. First, 
covered workers paid a payroll tax that went into the trust fund; 
but because 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. Maijorie Shearon, a 
vocal critic of Social Security, complained: “The OASI Trust Fund 
has been raided. . . . Trust Fund reserves have been siphoned off 
and lOU’s substituted” (CT? 1949: A. 2411-15). These bonds con­
stituted the second instance in which the American public was 
financing government expenditures. Finally, if someone wanted to 
sell his or her bonds back to the government, the government 
would be forced to borrow yet a third time—from the American 
taxpayer.

Clearly, the changing context and shifts in interests also influ­
enced incentives to rally around the issue of Social Security. Begin­
ning in the late 1950s there was an unprecedented burgeoning of 
groups representing the elderly (Pratt 1976). In 1956, Ethel Percy 
Andrus, a 72-year-old retired high school principal, conceived the 
idea of forming an organization to help older people obtain health, 
automobile, and home insurance. Two years later, Andrus and 
two of her friends met at the Woodner Hotel in Washington and 
voted to incorporate the American Association of Retired Persons 
(AARP). By this time, AARP was envisioned as more than a mere 
source of health insurance (Benac 1989a: J10).

This organization grew rapidly, and its political force is well 
known. Jack L. Walker describes its attraction thus:

The secret of this phenomenal growth, however, was not the attractiveness 
of the policies being advocated by the group; rather, it was the special 
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having been imported via the ILO at Geneva in 1934” (USNA, 
“Non-profit Form Telegram”). However, because the program was 
new and still controversial in the 1930s, pursuit of disability and 
hospital insurance was put on hold until the basic program was 
instituted (Derthick 1979:296).

The SSB began recommending disability insurance to Congress 
in the early 1940s, but throughout that decade it appeared un­
likely that it would ever get congressional approval. A House bill in 
1949 that included other major changes to Social Security also in­
cluded provision of benefits to workers who had been permanently 
or totally disabled before reaching retirement age, but the final 
bill that passed in the Senate removed these disability provisions. 
Senator Walter F. George, a Democrat from Georgia and Chair­
man of the Senate Finance Committee, and the two ranking GOP 
members, Robert A. Taft of Ohio and Eugene Millikin of Colo­
rado, succeeded in eliminating the House proposal for disability 
insurance in the final 1950 amendments.

The main groups opposing disability insurance were the U.S. 
Chamber of Commerce, private insurance companies, and the 
AMA. The Chamber of Commerce was especially worried about the 
unforeseen costs of disability provisions, and private insurers had 
had a particularly bad experience with disability insurance during 
the Depression, when the rate of disability climbed sharply with 
widespread unemployment. The insurance industry’s chief argu­
ments were that costs were unpredictable, insurance discouraged 
rehabilitation, deceit was common, and administration required a 
great deal of discretion, which, of course, could be abused (USNA, 
“SS—OASI Misc. [May, 1949]”). The AMA argued that whereas 
age and dependency were objective conditions, disability was a 
subjective condition that encouraged malingering and that dis­
ability insurance would discourage rehabilitation. According to the 
AMA, disability insurance was one step toward socialized medicine 
(USNA, “Social Security Revision”). The AMA is a very powerful 
lobby, and archival evidence indicates that it overwhelmed Con­
gress with letter-writing campaigns.

The SSA was joined in the fight for disability insurance by AFL- 
CIO unions. Union representatives argued that disability could 
quickly wipe out a life’s savings, which would eventually mean an 

medical insurance policies available to older people only through mem­
bership, the tours and vacation trips conducted by the group with the 
special needs of the elderly in mind, the commercial discounts and many 
useful personal services available for retired persons through member­
ship. In Olson’s terms . . . [this group grew] because of their ability to 
provide selective material benefits for their members, not because of the 
devotion of their members to the common interests of the elderly ... its 
reliance on selective benefits is also quite unusual. (1983: 396)

Without selective incentives, voluntary organizations generally face 
the free-rider problem, whereby there is no specific benefit that 
accrues to any particular member by joining an organization that 
works toward group goals anyway. The AARP employs selective in­
centives in a highly successful manner by providing a wide range 
of services. Further, these services are offered while membership 
dues are kept at a minimum, and any person 50 years of age or 
older is included as a potential member. By these methods, AARP 
has overcome many of the impediments to successful organization 
that have been outlined by various scholars (Olson 1965; Salisbury 
1969; Wilson 1973). Today, more than twenty organizations repre­
sent the elderly in Washington, D.C., including AARP, the National 
Council of Senior Citizens (NCSC), the National Council on Aging 
(NCOA), the National Association of Retired Federal Employees 
(NARFE), and the National Committee to Preserve Social Security 
and Medicare (NCPSSiM) (Torres-Gil 1993)-

The addition of disability insurance also illustrates how coali­
tions of actors can win out over very powerful but isolated interests. 
It is important to understand how disability insurance was linked 
to the regular program. Roosevelt, the Committee on Economic 
Security, and early Social Security Board desired disability insur­
ance from the very beginnings of the Social Security program in the 
1930s. Arthur Altmeyer was the U.S. representative in the 1930s to 
the International Labor Organization (ILO), a socialistic organiza­
tion that worked for the enactment of social insurance legislation. 
Its long-range objectives, set in the mid-igsos, were universal cov­
erage, disability and hospital insurance, and, eventually, general 
revenue financing (USNA, “SS—OASI Misc. [May, 1949]”). Many 
who were aware of the ILO program and Altmeyer’s connection 
with it criticized the entire Social Security system as “un-American, 
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in a much better position to make autonomous gestures to rela­
tively disenfranchised groups. A central reason for this was that the 
coalition of interests that had evolved made it easier for the SSA 
and Congress to enact legislation that was vehemently opposed by 
powerful political organizations.

Disability insurance also provides an excellent example of the 
dynamic in which outcomes at time one are causes at time two. 
In terms of broadening coverage and adding new programs like 
disability insurance, the strategy used was, first, to bring in those 
groups that desired coverage, and second, to move incrementally. 
During this period, 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. These events set the stage for actors to group together, 
organize political and economic resources, collect information, 
garner support from outsiders, nurture constituents, and lobby 
for more. Executives of the SSA viewed the assistance provisions 
as complementary to insurance provisions, 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 was extended to cover all disabled persons and their 
dependents.

It is through the mechanism of incrementalism that we can 
understand why the state bureaucracy had more autonomy from 
active, powerful interests during this period. In many ways, politi­
cal energy and resources for any individual or group are zero-sum: 
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; therefore 
they choose to pursue policies that have the greatest chances of 
success. But because the SSA pursues a narrower range of policies, 
it is more likely to be persistent and its interests are more likely to 
prevail over the long run. 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 concession 

increased burden on welfare or public assistance. Not only was dis­
ability insurance administratively feasible according to them, but 
also the negative experience of private insurers was no indcation of 
danger. Various labor union 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 care­
less administration of the disability aspects. When private insurers 
tried to tighten up on disability insurance, they ran into adverse 
selection (USNA, “Social Security Revision”).

In the 1940s and early 1950s, in comparison with discussions 
regarding the by-now comfortable old-age insurance, disability in­
surance polarized the debates. To overcome legislative opposition, 
the SSA 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, which allowed bene­
fits for the needy disabled by means of federal grants to individual 
states. The conservative opposition viewed this as a compromise, 
for they had wanted assistance to be a substitute for insurance, but 
certainly it was a very minor compromise. In the context of major 
legislative amendments, legislative watchdogs were somewhat lax 
in their review of what appeared to be minor bones of conten­
tion. Compared with the concern over expanding benefits and 
coverage, a minor concession to needy, disabled persons seemed 
insignificant. Once those opposing disability insurance had com­
promised on this particular point, they felt the issue was closed 
and turned their attentions elsewhere. Further, given the other 
broad changes brought about by this legislation, inclusion of this 
relatively obscure component did not attract much attention.

In some ways, however, these seemingly minor concessions were 
a giant leap, from no provisions to at least some. Certainly to the 
coalition of organizational actors that favored disability insurance, 
this victory acted as a spur, so that it was only a matter of time 
before they began working on an expanded program.

Given the pressures for expansion, the opposition from rela­
tively powerful organizations was relatively muted, and disability 
insurance was enacted, while the tax rate and earnings base moved 
slowly upward. Once Social Security was entrenched, administra­
tors and representatives of the Social Security bureaucracy were 
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Perhaps a better explanation for the failure of business groups to sustain 
the intensity of their opposition is that crowding of the policy agenda com­
pelled 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 govern­
ment’s first step in controlling medical practice. In fact it hardly disturbed 
the nauon’s doctors, the AMA calmed down, and the issue lost the 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 period, 
we again see that, over time, 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.

Another key organizational development relates to timing and 
time, the former referring to the fortuitous nature of World War II 
for the Social Security program, and the latter referring to the ori­
gins or start-up phase of the system. The developments brought 
about by the war 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 led to pressures to expand the program. Not 
only was there pressure to expand, but also the overall economic 
climate was conducive to such growth.

During the fifteen-year start-up phase, the actuarial balance was 
such that taxes paid in were much greater than benefits paid out. A 
relatively large number of workers were paying in, compared with 
those who had worked enough years in covered employment to 
gain benefits. This, along with the fact that benefit payments did 
not increase for the first ten years of the program, added to the 
imbalance. Most importantly, the near full-employment of the war­
time years meant that more workers were paying taxes and fewer 
persons were collecting retirement benefits. The effect of these un­

(e.g., welfare benefits for the disabled) is later turned into a full­
blown program of benefits. Benefits expand the clientele, and they 
in turn help the SSA to spread the word on how to collect benefits. 
The powerful but relatively isolated organizations that opposed 
expansion thus became captives of those concerned with the ex­
pansion of the program. Again, this is not to imply that powerful 
interests were overlooked; it was simply that, as time passed, they 
eventually molded the program to their needs.

The increasing complexity and technicality of the Social Secu­
rity program also began to overwhelm most legislators during this 
time period, even key committee chairmen. At the time of the 1950 
Amendments, Robert L. Doughton, chairman of the House Ways 
and Means Committee, stated, “I do not have the technical staff to 
analyze in detail the effect of the amendments to previous legis­
lation” (USNA, “SS-OASI Misc. [April, 1949]”). The education, 
information, time, energy, advisers, and staff that were required to 
understand the legislation were scarce political resources. If groups 
do not fully understand the issues, they cannot play an effective 
part in political debates, and there is a corresponding lessening of 
the number of “competing” interests.

During this time period, organizations representing capital 
could still be classified as divided over the best policies to pursue. 
General Motors was more cautious than Ford, and the insurance 
industry’s desired package (lower benefits) was different from the 
package sought by unionized sectors of industry. Considering mo­
nopoly capital as one unified group that socializes the costs of 
production ignores the variation within monopoly capital. Most 
importantly, an instrumentalist argument is misleading in terms 
of assessing cause and effect. In general, groups representing mo­
nopoly capital did not pursue Social Security so much as Social 
Security pursued them. Many representatives of business and in­
dustry offered conservative resistance to the program until the 
changes had been introduced, at which point they at last realized 
that they could live with, and even benefit from, Social Security. 
The tactic of incrementalism meant that this conservative resis­
tance was eventually won over. Martha Derthick summarizes this 
dynamic for the opposition surrounding disability insurance:
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usual circumstances on the trust fund reserve was an enormous 
increase—from $368 million in 1940 to nearly $3 billion by 1950 
(SSA 1989: 130). As discussed earlier, the reserve, under the con­
trol 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 orga­
nizations like the U.S. Chamber of Commerce, the prospect of 
greater pension payments going to consumers was more acceptable 
than a piling up of massive reserves in the federal coffers. For the 
Congress, the existence of a large reserve was a politician’s dream, 
for it made it possible to raise benefits without raising taxes. It was 
a rare and wonderful opportunity: the ability to increase benefits 
by 77 percent and yet increase taxes by only half a percent.

The importance of ideology is also evident during the 1950s and 
1960s. First, the McCarthy era and charges of Communist infiltra­
tion of CIO unions forced a major housecleaning, and in 1955 the 
CIO merged with the AFL once again. This meant that labor spoke 
with a more unified voice after 1955 than it had when the two 
groups were split and had different political strategies. Similarly, 
over time, the relatively radical Townsendites were less successful 
than the more reformist AARP in having their agenda met.

Second, the ideology surrounding the Social Security program 
also shifted during these years of expansion. The Social Security 
bureaucracy gained in power and legitimacy during the 1950s and 
1960s. An insurance industry executive summed up the charge: 
“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” (GF? 1946: 436). Nelson Cruikshank, head of the AFL Social 
Security staff, said, “I think that is one of the most significant things 
that the people who are under the system longest and most fully 
under it are the people who like it best” (USNA, “Social Security 
Revision”). Social Security had achieved a great deal of legitimacy.

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 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, acting com­
missioner of the SSA, testified at a congressional hearing: “We do 
have a very extensive program of informing people through in­
formational literature and through the new media. Just before an 
individual attains age 65 we have a computer exchange of infor­
mation with Internal Revenue which gives us a lead on his current 
address” (HWMCH1973: 690). State bureaucracies are active, not 
passive, in creating communities of interests that evolve over time, 
and the Social Security Administration has been especially success­
ful in this respect.

Another ideological shift involved a change from concerns of 
“equity,” prevalent during the origins period, to concern over 
the “adequacy” of benefits during the expansionary phase. The 
analogy to private insurance was now abandoned. The Social Secu­
rity technical staff of the House Ways and Means Committee re­
ported: “In these early steps [the 1930s] the influence of orthodox 
insurance practices, and a strong sense of equity which required a 
quid pro quo from the individual for old-age benefits, are quite ap­
parent. But it was almost immediately obvious that strict attention 
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” (HWMCH 1946: 665). Social Security 
is a political program with social value concerns that sometimes 
prevail over economic rationality. No private insurer could pay 
benefits that were adjusted for inflation. Further, private compa­
nies have to insure that their preipiums cover their commitments. 
The concern with a large and misused Social Security trust fund 
meant that we developed what amounted to a pay-as-you-go sys­
tem. Congress could also give away benefits gratis. For example, 
World War II veterans, who paid no taxes and received no credit 
toward pensions, were credited as though they paid tax on 5160 
per month while in the service (USNA, “SS—OASI Misc. [Oct., 
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1949]”).These benefits were paid from general revenues, not from 
Social Security trust funds.

This was a highly significant shift in the American public’s per­
ception of the role of Social Security. Gone were the days of Social 
Security supporters walking the legislative tightrope by stating 
that, in actuality, Social Security was designed to provide a mini­
mum floor of protection. Supporters of Social Security abandoned 
the rhetoric of a “floor” and began to speak of the inadequacy 
of benefits in terms of meeting living costs (HWMCH 1950: 50). 
During this period of entrenchment in the 1950s and 1960s there 
was much indication, by letters to representatives and in testimony 
before Congress, that the public did not remember (or chose not 
to remember), that Social Security had never originally been in­
tended to provide a comfortable living. There were few others who 
were willing to point out this fact.

Harold Wilensky has said: “Time will count if a welfare bureau­
cracy acquires a vested interest in expanding budget and personnel 
in its area vis-a-vis others, if it successfully cultivates 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 highly successful in political 
terms during the 1950s and 1960s. There were dramatic changes 
that would occur during the 1970s, and these are addressed in 
Chapter 5.

The Tipping Point, 
wo-ig?6

The Economic and Political Context

Between 1970 and 1976, shifts occurred in the economic, politi­
cal, and demographic context. These shifts shaped the relative 
power and interests of many organizational actors involved in the 
debates surrounding Social Security.

Despite the strong economic performance of the 1960s (low un­

it we enact the 20-percent increase ... I can assure the 
membership of this House that we will over the forthcoming 
75-year period take in each year more money than we will be 
paying out.

—Wilbur Mills (D-Arkansas), chairman of House Ways and 
Means Committee, regarding the 1972 amendments (CQA 
1972:402)

The one turning point in Social Security’s entire history 
that probably sheds the most light on its economic and political di­
mensions is the passage of the 1972 amendments. There are three 
ways in which the 1972 legislation can be said to represent the 
historic tipping point of the program. First, expansion occurred 
up to and including the 1972 amendments, whereas later changes 
involved retrenchment, in the form of slowed growth, in the pro­
gram. Second, when evaluating the ideal size of an organization 
and its political efficacy, the concept of a tipping point is an impor­
tant one. As I shall discuss in this chapter, the 1972 amendments 
were pivotal in this respect also. Third, because Social Security was 
now a mature old-age insurance program, dependency ratios could 
no longer be altered solely by bringing in more workers. Further, 
the changing demographic profile of the American population 
would be cause for alarm in later years. Several of the key theo­
retical issues addressed earlier are illustrated by the developments 
that occurred from 1970 to 1976; but first, it is important to place 
this legislation in its larger economic and political context.
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and in 1971 the elderly still represented the nation’s largest group 
living under the poverty line (AFLA 1971: 137)-

Pct. 
unemployed

7.7
7.1
6.1
5.8 
7.1
7.6
9.7 
9.6 
7.5 
7.3

employment and inflation, as seen in .Table 6) ..certain groups did 
not benefit from this economic prosperity. Setting the stage for ex­
panding Social Security benefits in the early 1970s was the fact that 
elderly and female-headed households were the only two groups to 
experience an increase in poverty (HWMCH1970: 1339). 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 commit­
ment to eradicate it. The reason Neil Armstrong could leave foot­
prints on the moon, he said, was that the United States made a 
commitment to that end, and he urged the same type of commit­
ment to deal with the domestic poverty problem (HWMCH 1970: 
2212). Reuther argued, “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” (HWMCH1970: 2228).

The specter of inflation also loomed large during the early 
1970s, although it was not until the late 1970s that double-digit 
inflation took hold. To try to combat inflation, on August 15, 1971, 
President Richard M. Nixon imposed a 90-day wage-price freeze. 
Inflation hit especially hard on the elderly living on fixed incomes,

Support and Opposition

The increasing poverty of the elderly was accompanied by sig­
nificant growth in the organization and membership of elderly 
advocate groups. In 1972, the American Association of Retired 
Persons (AARP), founded in 1958, claimed nearly three and one- 
half million paid members aged 50 and over, and the National 
Council of Senior Citizens (NCSC), founded in 1961, had 4,800 
clubs (Gruber 1987). Added to these two large and politically 
active organizations, the Gray Panthers, founded in 1970 by activ­
ist Maggie Kuhn, served as another energetic, vocal, and well- 
organized group of senior citizens. These groups represented 
strength in numbers, and because virtually all of them were eligible 
to vote, and usually did, they could nearly guarantee politicans a 
unified vote.

Changing demographics also contributed to the growth in mem­
bership, and latent or actual political influence, of these elderly 
advocate groups (see Table 7 for the growth of AARP). As Charles 
E. Lindblom writes: “Voting aside, in democratic and many au­
thoritarian systems, ordinary citizens impose constraints on policy 
makers. . . . Citizens often need neither to speak nor act, if rulers 
fear that at any time they may do so. They need not deliberately 
try to achieve control or even realize that they exercise control" 
(1980: 44). The political muscle of elderly advocate groups, as evi­
denced both as potential political support or opposition and as 
actual lobbying before congressional committees, was an impor­
tant factor in the continuing reluctance of Congress to alter benefit 
calculations.

Further, as time progressed, the elderly as a group reached re­
tirement with higher and higher expectations. Part of the reason 
for these increasing expectations was that as the program matured, 
people had paid Social Security taxes over more and more of their 
working lifetimes. Another reason for increasing expectations was 
that in the 1950s and 1960s the program had in fact promised to 
do more than ever before. Expansion and optimism ruled the day.

table 6

Percent of Civilian Labor Force Unemployed and Percentage Increase 
in Consumer Price Index, 1965-1985

Pct. 
unemployed

Pct. increase 
in CPI

5.8
6.5 
7.7

11.3 
13.5
10.4 
6.1
3.2
4.3
3.6

Year

1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975

Year

1976
1977
1978
1979
1980
1981
1982
1983
1984
1985

4.5
3.8
3.8
3.6
3.5
4.9
5.9
5.6
4.9
5.6
8.5

Pct. increase
in CPI

I. 7
2.9
2.9
4.2
5.4
5.9
4.3
3.3
6.2
II. 0
9.1

source: Statistical Abstract of the United States, annual editions, 1965-85, U.S. Bureau of the 
Census, Washington, D.C.



The Tipping Point 137136 The Tipping Point

source: Encyclopedia of Associations, Detroit: Gale Research Co., various editions.

What this meant for the program in the early 1970s was that the 
elderly were more invested in the system, more vocal about setting 
agendas, and more numerous and better organized as a group than 
they had ever been in the past.

Because of the relatively strong economy and political influence 
of these elderly advocate groups, the primary focus in the early 
1970s remained on benefits and on adequacy. Nelson Cruikshank, 
for many years the director of the AFL-CIO Social Security depart­
ment, was president of the National Council of Senior Citizens at 
this time. In testifying before Congress, he reiterated the concept 
of adequacy: “Social security falls far short of doing what it was 
intended to do, namely, replace income lost due to retirement, 
disability, or death” {HWMCH1970: 1339)-

Cruikshank’s statement reflected the ideology surrounding So­
cial Security legislation in the 1950s and 1960s 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 Advi­
sory Council Report contained the reminder, “Social insurance 
cannot and should not be expected to do the whole job of income 
maintenance” (House Document no. 92-80: 2). Nonetheless, the 
majority of this Advisory Council recommended that old-age in­
surance benefits be linked to the Consumer Price Index (CPI) to 
maintain beneficiaries’ purchasing power. This recommendation 
involved establishing a formula to index benefits automatically to

table 7
Membership of American Association of Retired Persons,

Year

1977
1978
1979
1980
1981
1982
1983
1984
1985

No. of 
paid members

9,975,982
11,000,999
11,840,082 
12,200,000
12,574,747
13,281,839
14,309,991
15,773,639
18,237,790

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; Social Security represented the major or sole source of 
income for the majority of beneficiaries, and any lag meant tempo­
rary economic hardship (House Document no. 92-80: 12). 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. 
James Q. Wilson writes:

Tying one’s hands also seemed to be good politics in the case of certain 
indexed or automatic expenditures. Republicans did not like the fact that 
the Democrats (who usually controlled Congress) were always getting the 
credit for increasing Social Security benefits. The only politically feasible 
way to end this advantage was to make such increases automatic. Indexing 
also had another advantage to fiscal conservatives: it would keep benefit 
increases in line with the cost of living and thus prevent bidding wars 
among members of Congress eager to portray themselves as the “senior 
citizen’s best friend.” And so the biggest part of the budget of the big­
gest (in dollars spent) agency in Washington was put on automatic pilot. 
Once on, it could not easily be taken off except by new, politically costly 
legislation. Congress had weakened its own powers. (1989: 239)

In spite of the fact that Nixon favored linking benefits to the CPI, 
it was because of inflation that Nixon was very opposed to a major 
increase in Social Security. He viewed any major increase in Social 
Security benefits as further fueling inflation. The original Social 
Security bill in the House in 1971 proposed a 5 percent increase 
in benefits. The 5 percent increase was supported originally by 
party leaders on both sides, including Wilbur Mills (D-Arkansas), 
Chairman 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 percent increase in benefits, and on Febru­
ary 23, 1972, he recommended a 20 percent increase. As noted 
in the Congressional Record, “13 days before the New Hampshire 
primary and 21 days before large numbers of elderly citizens were 
to vote in Florida’s primary—Mills introduced his bill" (CR 1972: 
17715)-J°hn D. Ehrlichman, assistant to the President for Domes-

Year

1959
1960
1961
1962
1963
1964
1965
1966
1967

Year

1968
1969
1970
1971
1972
1973
1974
1975
1976

No. of 
paid members

50,000 
300,000 
381,000 
429,750 
496,100 
543,601 
731,110
850,233 
914,140

No. of 
paid members

1,192,647
1,606,390
1,886,858
2,487,783
3,454,449
4,852,625
6,218,998
7,451,272 
8,717,966
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tic Affairs, said, “We think 20 percent is a political ploy and cannot 
be considered seriously” (CA 1972: 17716).

Dissenting members of the Advisory Council and representa­
tives of the U.S. Chamber of Commerce and the National Associa­
tion of Manufacturers, however, opposed the link to the CPI. They 
asked how we could fight inflation 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 earn­
ings records” that would make it impossible to estimate the costs 
for the program. Furthermore, they argued, it would not reduce 
the demands for liberalization but would simply result in addi­
tional benefits above and beyond the automatic increases (House 
Document no. 92-80: 83).

Early 1970s Expansion

The supporters of expansion of benefits prevailed. From 1969 
to 1972, three across-the-board benefit increases were legislated: 
15 percent effective for January 1970, then 10 percent effective 
for January 1971, and 20 percent effective for September 1972. 
The result was that real benefit levels increased by 23 percent in 
three years (USNA, “Correspondence with Commission Members, 
July 6-November 5,1982”).

These changes in the early 1970s reflected the unlimited ex­
pectations for the program in the past and the inherent optimism 
about the strength of the economy, based on the experiences of 
the preceding 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 2-2.25 percent per year. The optimism was, however, 
consistent with the population growth and economic expansion of 
the 1950s and 1960s.

The 20 percent increase in benefits was accomplished primarily 
by altering the actuarial assumptions that had been used up until 
1972. Before 1972, Social Security Administration actuaries in cal­
culating trust fund income had used what was known as level-wage 
assumptions—that is, they assumed that wages would not increase.

When in fact wages did rise, the additional amount received in 
the trust funds was generally used to increase benefits. This was 
a relatively safe, conservative way to estimate income, but when 
wages began to go up 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 “ex­
pansionist” and argued that it would be unwise to assume ever 
increasing U.S. productivity. He also pointed out a danger: “Very 
small errors in estimating the spread between price increases and 
wage gains ... could cause ‘terrific differences’ in cost calculations” 
(CT? 1972:17714). The U.S. Chamber of Commerce echoed Myers’s 
concerns. These concerns were to go unheeded, and a change in 
accounting principles was one actuarial key that allowed Congress 
to raise Social Security benefits 20 percent in 1972. Confident be­
cause of the strong economic record of the past two decades, and 
under pressure from increasingly activist elderly groups with only 
isolated resistance, Congress acted accordingly.

Overall, the 1972 amendments were extremely generous. Con­
gress increased benefits by 20 percent, effective June 1972. Of 
course, the $6 billion surplus in the trust funds, as reported by 
the 1971 Advisory Council, did little to discourage massive ex­
pansion. Many organizations, as mentioned earlier, opposed 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, whatever the actuarial as­
sumptions, is why Nixon chose not to veto this huge increase in 
Social Security, which he had so vocally opposed as inflationary. 
Nixon supported a mere 5 percent increase in benefits but was 
faced with a Democrat-proposed 20 percent. A new tactic would 
become a common feature of Social Security turning points during 
the 1970s and 1980s. This was the tactic of linking Social Security 
changes to nongermane or omnibus legislation. The 1972 Social 
Security legislation was presented with a bill setting a debt ceiling 
that was designed to increase the allowable federal debt. Nixon was 
forced to choose between increasing the debt ceiling and accepting 
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that many states reduced their old-age assistance payments after 
each increase in federal old-age insurance benefits was enacted by 
Congress, thus leaving the elderly poor no better off than they had 
been before the increase (HWMCH 1970: 1338).They lobbied for 
higher benefits in both programs and were successful with the 1972 
legislation.

To finance these new benefits, there was a change to the dynamic 
wage assumption, the tax rate was modestly increased from 5.2 per­
cent to 5.5 percent, effectivejanuary 1, 1973, and the taxable wage 
base was increased from $9,000 to $10,800 in 1973, and to $12,000 
in 1974. This increase in the wage base was strongly opposed by 
the American Life Convention, the Life Insurance Association of 
America, and the Life Insurers Conference, all of which main­
tained that any increase in the wage base distorted the “proper 
balance between the Social Security system and the private retire­
ment media” (CQA 1972: 900). Again, organizations representing 
the life insurance industry generally opposed increases in the tax­
able wage base, primarily on the grounds that this represented 
increased taxation of higher income employees. Theoretically, this 
would mean less disposable income for this group, or a lowered 
propensity to purchase more insurance from private providers.

The use of price indexing (linking benefit increases to changes 
in the CPI) was expected to be less costly than using wage index­
ing, given that increases in wages had heretofore always exceeded 
increases in prices. Although the indexing procedure adopted in 
the 1972 amendments was actually the same as what Congress had 
done on an ad hoc, or as-needed, basis during the 1950s and 
1960s, the proponents of automatic indexing believed that the new 
method would eliminate any lag time between changes in the cost 
of living and increases in benefits.

In summarizing the importance of the 1972 legislation, we 
must consider both substantive and conceptual issues. Since these 
amendments represented the last major expansion of Social Secu­
rity, it is instructive to note the political and economic context that 
preceded them. Unemployment was still low, and although infla­
tion had risen 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 the adequacy of bene­

the 20 percent increase, or opposing an increase in Social Security 
and not obtaining the desired increase in the allowable debt ceil­
ing. Rather than veto a large Social Security benefit increase in an 
election year, and in doing so also kill the debt ceiling proposal, 
Nixon chose to sign the bill into law. Not incidentally perhaps, it 
can be noted that Presidents who sign Social Security legislation 
raises 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 actively have opposed 
the legislation.

The 1972 amendments had other important provisions. They 
linked future Social Security increases to changes in the CPI (effec­
tive January 1, 1975); increased from $1,680 to $2,100 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 compu­
tation that was used for early retirement for women (CQA 1972: 
23). World War II Japanese internees who were eighteen 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 last 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 Supplemental Security Income, 
gave persons with no outside income a minimum monthly federal 
payment of $130 ($195 for a couple). Individual states were per­
mitted 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 Fed­
eration of Independent Business (CQA 1972: 900). In fact, many 
state representatives who testified (e.g., governors) argued that SSI 
did not go far enough in alleviating the assistance burden (CQA 
1972: 901).

The states were, of course, concerned with an increasingly bur­
densome assistance load, but elderly advocate groups pointed out 
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funded expansions would drain the reserves, and complacency 
would be replaced by concern with dwindling trust fund reserves, 
both short-term and long-term.

The Beginnings of Retrenchment

The events that occurred between 1972 and 1977 were to have 
devastating effects on the Social Security program. Though there 
has been retrenchment, it has had nothing to do with bene­
fits. Benefits have not been cut, but programmatic growth and 
rising expectations have been curtailed by the developments of the 
late 1970s and early 1980s. Participation in the program became 
mandatory for federal workers, and others were not allowed to opt 
out. Social Security became much more coercive.

The 1975 Annual Report of the Social Security Administration 
touted that one out of every seven Americans got Social Security 
benefits each month (1975: 1); but 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 were indexed to the CPI.

In the mid-1970s, both inflation and unemployment soared (see 
Table 6). Since benefits were linked to inflation and contributions 
were affected by unemployment, the trust funds were depleted 
rapidly. Moreover, as high unemployment reduced the income for 
the trust funds, more people applied for all types of Social Secu­
rity benefits. Persons in their early sixties who were out of work 
chose retirement, and that further swelled the massive number of 
persons depending on Social Security benefits. Legislators did not 
welcome the prospect of lowering benefits, but legislative change 
of some form was politically and economically warranted.

The most controversial issue in the mid-1970s was a proposal 
to mandatorily cover federal, state, local, and nonprofit employ­
ees and forbid withdrawal of groups that had elected coverage. 
The only workers not yet covered were various federal, state, local, 
and nonprofit employees. Employees who had not yet elected cov­
erage argued that their own pension plans were superior to the 
Social Security system. A study conducted by the Office of Per­
sonnel Management found that the average monthly civil service 

fits in the 1950s and 1960s, increasing rates of poverty among the 
elderly, and an increasingly activist aged population.

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 bureau­
crats, primarily with a change in how the estimates were calculated, 
coupled with only minor changes in the wage base and tax rate. 
The fact that decision making with regard to Social Security had 
settled primarily in the bureaucracy is an indication of how many 
organizations had accommodated, or had been accommodated by, 
the Social Security program. With the exceptions of the AARP, the 
NCSC, and certain organizations representing conservative busi­
ness resistance, most interest groups, having won the important 
battles, had turned their attentions elsewhere. The shortened de­
bates regarding these amendments and the small numbers of out­
sider interest groups that testified regarding their positions indi­
cated considerable trust and faith in the Social Security system. The 
system worked, guided largely by the bureaucracy and Congress, 
and therefore few organizations questioned their authority.

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 op­
posed the increase in the wage base that was mandated by the 
1972 legislation, mainly because they perceived such increases as 
infringing on their potential business. The U.S. Chamber of Com­
merce and the 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 anyway. These organizations that opposed various 
changes in Social Security legislation, 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 to 
the events that would soon occur. In light of later developments, 
these politically expedient changes would appear to be economi­
cally catastrophic. In the following decade, the ill-considered, un­
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withdrawing 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 security 
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. 
(HWMCH 1976a: 55)

The high costs to state and local governments of Social Security 
coverage for their employees, and generally declining confidence 
in the solvency of the trust funds were important factors in their- 
decisions to opt out. One additional reason for the opposition to 
mandatory coverage was that nonprofit organizations and state and 
local governments did not have the same tax breaks as corpora­
tions in writing off nearly half of the employer share of the Social 
Security tax (CR 1977: 36452). Of course, this could be reme­
died by providing these groups with the appropriate tax incentives. 
(This was done in the 1983 amendments.) Federal unions and 
some state and local governments lobbied long and hard against 
compulsory coverage (CQA 1983: 574).They organized a mailing 
campaign, and many members of Congress reported being flooded 
with mail from constituents opposing mandatory coverage (CR 
1977:35236)-

A central problem connected with the absence of compulsory 
universal coverage was that many of these workers got windfall 
benefits. Both those who were excluded and did not want in and 
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 temporarily covered 
workers. This meant that they could collect two pensions when 
they 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 accumu­
late benefit rights. Therefore by choosing to withdraw from the 
program, although one’s contributions to the trust funds ceased, 
even the minimum amount of contributions entitled one to bene­
fits. Further, the benefit formula was weighted to favor low-paid 
personnel; since many government employees had only a few years 
of employment covered by Social Security, they were analogous, 

benefit was $1,047, whereas Social Security benefits were only $406. 
Civil service benefits were indeed very generous. The Civil Service 
Retirement System (CSRS) cost 36 percent of total payroll, but 
employees paid only 7 percent of the total costs of their pensions; 
because the CSRS was also on a pay-as-you-go basis, the remain­
ing 29 percent came from general revenues. (This factor would be 
used against CSRS-covered employees in 1983 when proponents of 
mandatory universal coverage under Social Security showed 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 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 (CQA 1983: 574).

A good many other groups had elected Social Security cover­
age voluntarily during the 1950s and 1960s when the program was 
very healthy, with the option of withdrawing from Social Security 
coverage after giving two years’ notice. In the mid-1970s local and 
state governments began to complain about the high cost of Social 
Security. New York City and the state of Ohio filed notices of in­
tent to withdraw from the program precisely because of the high 
costs; and various other state and municipal administrators pro­
tested that local revenues, already inadequate, would not be able 
to continue to carry the load of paying the required employer’s 
share of one-half the Social Security payroll tax. New York City 
finance administrators estimated that they could save as much as 
$43 million in the final quarter of the 1977-78 fiscal year (HWMCH 
1976a: 51). New York City had already made several other cuts, 
but to preclude massive layoffs and impairment of essential city 
services, it argued that the option to withdraw from Social Security 
was a necessary consideration.

These administrators were worried not simply about current 
costs; they feared future increases. Raymond D. Horton, staff di­
rector of the Temporary Commission on City Finance for New 
York City, testified at a House Ways and Means Committee hearing 
in 1976:

If the city could be certain that social security costs would not escalate 
further in the future, there obviously would be less reason to consider 
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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, cov­
erage could be terminated for an additional 232 entities employing about 
454,000 workers. (HWMCH 1976a: 35).

This movement out of coverage reflected declining confidence 
in the program. Representative Barber Conable (R-New York) 
summed 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 concerned 
that there not be a run on the system because of concurrent pub­
licity 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” (HWMCH 1976a: 60). Repre­
sentative Steven Allen (R-Alabama) lamented, “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” (CR IQ7T- 364329).

Organizational Dynamics

In view of the interaction between the larger economic and 
political environment and organizations, the early 1970s was the 
period in which the SSA and Congress were most capable of influ­
encing the environment. With such a strong economy, they could 
attack the problem of poverty among the elderly aggressively. And 
the economy also made it easier to secure goals politically: consid­
ering the drastic changes embodied in the 1972 amendments, very 
little debate occurred. Inflation was relatively low, wages rose, and 
dependency ratios remained at an acceptable level. The increasing 
political influence of elderly advocate groups did little to temper 
the debates.

The SSA was successful in a number of ways. It had the respect 
of Presidents, the Office of Management and Budget (OMB), and 
the public. Along with this favorable opinion, a major factor be­
hind its survival and ability to persist in promoting a long-range 
plan, it had kept its administrative costs low, and this, too, gained 
it respect. Nelson W. Polsby writes that in setting agency adminis­
trative budgets, both Congress and the President take into account 

in effect, to low-paid workers and their benefits rose accordingly. 
For a working lifetime’s contribution of as little as $111, these re­
tirees could draw $114 in Social Security for their first month of 
retirement. If married, they could get 50 percent more. Medicare 
and disability insurance were also provided for life. This amounted 
to a windfall for these workers. Double-dipping was legally prac­
ticed by 43 percent of all Federal Civil Service retirees (CR 1977: 
35266). Representative Sam Gibbons (D-Florida) declared: “Sure, 
they do not want to come into the system. They have the best of 
all worlds” (CR 1977: 35298). 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” (FPVMCH 1976b: 33).

The groups mandatorily covered unde- c 
ready-made constituency to oppose d
mately covered groups demanded uni 
employer organizations like the U.S. Chamber or Commerce and 
the NAM advocated compulsory coverage for noncovered employ­
ees. The AFL-CIO favored less coercion and therefore opposed 
mandatory coverage of all employees; they advocated the use of 
collective bargaining to sort out the employees’ best interests.

Clearly, the draining of the trust funds as a result of unemploy­
ment and inflation was creating paranoia; those groups not yet 
covered or those who could opt out attempted to reject coverage. 
This massive exodus was alarming to the SSA. In a statement be­
fore 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 available to State and local 
employees in the 1950s, their coverage under the program has increased 
dramatically, 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 
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“(1) What agencies received last year. ... (2) World develop­
ments. ... (3) Agency reputations for accurate estimating, hard 
work, and ‘integrity.’ ... (4) Prior programmatic commitments. 
(5) Interest group demands. ... (6) Economic ideologies and 
general economic conditions” (1986: 185-86). A counterexample 
here is to note how NASA’s appropriations were cut during the late 
1980s and early 1990s, because of various problems it experienced.

For Social Security, the developments from 1972 through 1977 
vividly illustrate that “organizational decisions depend on informa­
tion, estimates, and expectations that ordinarily differ appreciably 
from reality” (Cyert and March 1963: 83). As the trust funds were 
drained by high inflation and high unemployment, public confi­
dence in Social Security began to falter. Regarding the later 1970s, 
Martha Derthick notes: “The picture that emerges ... is of an 
agency badly buffeted by external forces. ... It is not viewed as a 
valuable public resource to be husbanded, nor as a tool that needs 
care and maintenance and can be used effectively only by those 
who comprehend how it functions” (1990: 175).

The 1972 amendments are perhaps the most forceful example 
of how the coinciding interests of bureaucracies, elected officials, 
and beneficiaries can obviate compromise in any true sense of the 
word. Many political observers in the late 1970s and early 1980s 
would question where the counterbalancing forces were during the 
debates over the 1972 amendments. These developments clearly 
show that it is not simply organizations representing capital that 
have economic interests or political power. Wilbur Mills, a politi­
cally ambitious congressman, and elderly advocate groups were 
key forces behind the 1972 legislative turning point. Yet, as con­
gressional documents reveal, no representatives of business, indus­
try, or insurance were in favor of the massive increase in benefits 
brought about by these amendments, the CPI indexing provisions, 
or increasing the wage base.

In terms of incentives to organize, Robert H. Salisbury’s analysis 
is pertinent:

[First] . . . institutions are far more likely to be part of relatively small, 
similarly situated groups . .. and thus be able to organize more readily and 
to anticipate being more effective politically than most individual citizens 
can expect. Second, although a given individual may hold a large number 

of distinct values or interests and even embrace a considerable set of politi­
cal causes, available resources for participation are quickly exhausted, and 
multiple modes of individual participation are comparatively uncommon. 
Institutions possess more resources which, combined with a greater sense 
of efficacy in political action, lead to a considerable increased probability 
of participation at any given level of intensity of interest or concern. 
(1984: 69)

Aside from institutions, we might have expected taxpaying workers 
to organize in protest of the increasingly burdensome Social Secu­
rity payroll tax. There are several reasons this did not occur. Jack L. 

Walker writes:

Citizen groups face an entirely different set of initial circumstances. Their 
potential membership is extremely large and, in most cases, unknown to 
one another. There is no ready-made community waiting to be organized, 
no readily available sources of money, and often not even a clearly articu­
lated common interest in creating an organization. Citizen groups must 
begin with a fairly large staff, or they will have little chance of reach­
ing enough of their far-flung potential membership to create a stable 
organizational base. (1983: 398)

Another reason for the lack of effective political organization of 
taxpayers was that tax increases were incremental. For most em­
ployees, take-home pay is the critical variable. Since a slight in­
crease in Social Security taxes made only a small dent in a pay­
check, there was less incentive to organize politically. Changes in 
Social Security were therefore viewed by workers as less important 
in the short run than cost-of-living or merit raises. In retrospect, 
however, and utilizing a long-range perspective, these tax increases 
were extremely significant.

Social Security created an anomalous coalition of interests. A 
wide variety of groups, aside from the elderly, either actively 
supported the program, or at the very least, offered no orga­
nized resistance to the 1972 amendments. There was no com­
mon incentive. Persons not receiving benefits but paying taxes 
expected to retire and collect benefits themselves. There were also 
many taxpaying persons who benefited indirectly from Social Secu­
rity through the care provided to a family member who would 
otherwise have to be provided for privately. And the fact that
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source: Statistical Abstract of the United States, U.S. Bureau of the Census, various editions.

other Social Security programs, besides old-age insurance, served 
younger persons further enhanced its acceptability and constitu­
ency. Employer organizations like the U.S. Chamber of Commerce 
and the NAM wanted other groups to be required to participate 
in the program (e.g., civil service workers). Finally, organizations 
like the AFL-CIO lobbied hard to increase Social Security benefits 
in the 1950s, 1960s, and early 1970s. All these factors served as 
disincentives for the organization of a protest movement to suggest 
that Social Security benefits should be scaled back. Barring more 
drastic measures, widening the coverage and increasing the wage 
base or payroll tax were the only solutions that remained.

It is only in recent years, as the Social Security dependency ratio 
has grown more onerous in the form of tax burdens on younger 
workers, that we have seen slightly more opposition from taxpay­
ing workers. The National Taxpayers Union (founded in 1969) and 
its opposition to the heavy taxes levied by the 1977 amendments 
are indicative of this trend. In 1984, Senator David F. Durenberger 
(R-Minnesota) formed a group called Americans for Generational 
Equity (AGE), which later merged with the American Associa­
tion of Boomers (AAB). These groups promote intergenerational 
equity over time and work to equalize the relative benefits that 
accrue to a range of age groups.

With regard to the idea of timing, the economic context and 
cohort-related demographic developments provide good ex­
amples. The unanticipated, historically rare stagflation of the mid 
1970s, when both inflation and unemployment rose, had a tremen­
dous impact on Social Security. The “pig in the python” demo­
graphic bulge of the baby boomers was another development that 
also greatly influenced the Social Security program.

As far as the concept of time being a central organizational 
variable, the Social Security program was gradually becoming a 
mature program. It was becoming more zero-sum and more tightly 
coupled. More and more workers were covered, and more people 
had paid into the program for more of their working lives. With an 
increasing percentage of the workforce in covered employment, 
the trust funds could not be bolstered significantly solely by includ­
ing large numbers of previously uncovered workers.

As the program matured and expanded, it had a significant
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15.2 
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14.2
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12.6
11.4

impact on the economic status of the elderly in the U.S. Largely 
because of Social Security, the elderly in the late 1970s and 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 8). But benefit expansion slowed down with 
the 1977 amendments. An organizational framework suggests that 
there may be a tipping point for the effectiveness of various orga­
nizations within any particular constituency. Gary Becker’s notion 
that the relative size of an interest group is inversely related to 
political influence is relevant in regard to Social Security recipients 
and taxpayers. Becker writes: “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 in­
crease 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: 384-85). Becker uses 
the example of farm subsidies for farmers in wealthy countries, 
where farmers constitute a relatively small group, and urban dwell­
ers in poor countries, who likewise constitute a relatively small 
group. He notes that both these groups have been fairly successful 
politically.

The analogy extends to Social Security lobbying as well. Rela­
tively speaking, old-age insurance benefited, and still benefits, a

table 8
Percent of Persons Aged 6^+ Living Under the Poverty Level

Year

1974
1975
1977
1978
1979
1980

Year

1981
1982
1983
1984
1985
1990

Year

1959
1962
1963
1970
1972
1973

Pct. elderly 
poor

35.2 
34.0
35.0
24.6
18.6
16.3
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Fig. Dependency ratios for old-age insurance, 1940-1985. (Source: An­
nual Statistical Supplement to Social Security Bulletin)

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. Figure 3 shows that when benefits were first paid in 1940, 
there were 159 taxpaying workers supporting each person aged 65 
and over receiving Social Security benefits. By 1941 this number 
had fallen to 100, and after a steady decline to i960, it has now, 
for several decades, been approximately three workers paying for 
each elderly beneficiary.

During the early decades of old-age insurance, these ratios were 
kept low by adding entirely new categories of workers. And though 
it is true that an increasing number of elderly dependents will 
be somewhat offset by a decline in fertility rates (hence the num­
ber of young dependents), it is not a one-for-one correspondence 
from the standpoint of dependency because the relative costs of 
maintenance are less for a child than for an aged person. An often- 
proposed solution to the “pig in the python” baby boomers’ re­
tirement is in our conceptualization of “dependency.” Alice Rossi 
points out that the traditional computation of dependency ratios
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uses age 15 and under, and 65 and over, to define “dependency." 
She notes that age 20 and under, and age 75 and over, might be 
more appropriate in defining “dependency.” Using 65 as the cutoff 
in 1980 makes 11 percent of the population “elderly;” by 2030, 
there would be 21 percent “elderly.” But if 75 were the cutoff age, 
by 2030 there would be only 10 percent elderly. She points out that 
there is plenty of time to study formulate policy, and effect such a 
transition in legislation (1993: 210).

Becker’s argument about the importance of relative size also 
means that, whereas 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 people receiving benefits, a 
relatively small cut or adjustment in these benefits will yield greater 
savings than if there are fewer beneficiaries or if taxes are raised 
for contributors. Because of past increases in benefits, there is 
also a consequent growth in the ability of upper-income elderly 
beneficiaries to absorb cutbacks.

In terms of the idea of organizations becoming more tightly 
coupled over time, Martha Derthick, discussing the SSA, notes the 
following:

None of this is to suggest that enactments a generation ago were any 
less likely than modern ones to have unanticipated consequences. Yet the 
older Congress had greater room for error. When government was smaller, 
simpler, and in its program-building phase, new laws had fewer conse­
quences. As government programs grew in number, an action in any one 
was increasingly likely to have unanticipated effects on others. As more 
and more citizens became clients and beneficiaries of more and more 
programs, changes in programs had wider and deeper effects on their 
lives. . . . Lawmaking has become unstable largely because it has come to 
have such a wide range of impacts. (1990: 204)

Within the changing economic and political context, the ide­
ology surrounding Social Security also shifted. The 1972 amend­
ments were a major turning point in the history of Social Security, 
signaling a shift from a concern with adequacy (i.e., legislation 
from 1950 to 1972), to a concern with equity (i.e., legislation from 
1977 on). Political debates during the 1950s and 1960s centered 
around the adequacy of benefits, while the debates surrounding
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The anticipated reactions of the public prevent social security policy­
makers from seriously considering, let alone adopting, alterations of the 
social security program of a kind that would entail reduction of benefits 
for any portion of the constituent public. The withdrawal of a benefit or 
privilege once granted, which is difficult for the government to do in any of 
its programs, is uniquely difficult in the social insurance program because 
of the implied contractual content of the government’s promise. Here the 
public psychology associated with insurance becomes very important. The 
public presumably believes, for it has been encouraged by policymakers 
to believe, that the benefits authorized in the law belong to it by right, as 
a just return for contributions. For the government to withhold or revise 
any of these benefits violates an implied moral contract, even if not a legal 
one. The usual political risks that accompany withdrawal of benefits are 
much compounded by the introduction of moral and psychological stakes 

The Social Security dilemmas of the late 1970s and early 
1980s were historically unique. It was a period of retrenchment, 
but not in the sense of cutbacks in benefits. As Martha Derthick 
writes:

Retrenchment of Social Security

1977-1990
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.

—Al Ullman (D-Oregon), chairman of the House Ways and 
Means Committee (CR 1977: 39007)

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}. Myers, Chief Actuary for SSA, 1947-70, com­
menting on the SSA (USNA, “NAM,” 1981)

Social Security has become about as sound as a chain-letter.

— Horace W. Brock, in the New York Times (1982: 17)

the legislation of the mid-1970s and early 1980s would emphasize 
that the cutbacks were designed to affect everyone equitably. In 
addition, the increases of the 1950s and 1960s generally occurred 
in even-numbered election years. The 1972 amendments would 
underscore the importance of this dynamic even further: they oc­
curred in an election year and benefits were increased 20 percent 
without any major increase in the tax rate or wage base sched­
ules. 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 toward concern 
for the adequacy of benefits, which essentially redistributed in­
come, was accomplished in this more prosperous, less crisis-driven 
environment.

Much like James Q. Wilson’s ideas regarding the incompati­
bility of responsiveness and efficiency in political organizations, 
adequacy and equity often work against each other. Former Social 
Security Commissioner James B. Cardwell made this comment: “I 
would say at the risk of being thought too philosophical, that we 
are all members of a government that has a long concern with 
accountability, and being very concerned with equity. As someone 
once said before I got here, those two things are often mortal ene­
mies” (in Derthick 1990: 155). The situation would become even 
more grave from 1977 to 1985, and it is to this period that we 
now turn.
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in the trust funds, declining fertility rates in the 1970s and 1980s, 
coupled with increasing life expectancies, did not bode well for the 
secure retirement of the massive cohort of baby boomers.

Like the legislation of 1935 and 1939, Social Security in the 
late 1970s and 1980s was highly controversial. The controversy 
was reflected in legislative retrenchments occurring in the odd- 
numbered, nonelection years of 1977 and 1983. Other reflections 
of the controversial nature of the legislation of this period were 
the use of the “all-or-nothing” piggybacking of changes in Social 
Security onto omnibus or nongermane legislation, and the use of 
bipartisan commissions (Light 1985). Similarly, whereas benefit in­
creases legislated in the 1950s and 1960s took effect as quickly as 
possible, the legislation of the 1970s and 1980s 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. 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 as­
sumed drastic new dimensions, with the addition of disability insur­
ance, Medicare, student benefits, military benefits, special age-72 
benefits, and so on, to name only a few.

However, it is also clear that this period was unique in a variety 
of ways. First, precisely because of the historical success of the pro­
gram and the expansion that had occurred, a large clientele of 
beneficiaries existed who were actually dependent upon the con­
tinuance of the system. This made the 1970s and 1980s unlike any 
other period in several respects. Although the program had won 
legitimacy by its successes (unlike the situation during the early 
period), it was no longer the political gravy train that it had been 
in the 1950s and 1960s, when political agendas were well served 
by advocating massive expansion and benefit improvement, more 
or less regardless of either short- or long-term costs. And as the 
program evolved further and further from the original notions of 
an insurance program, adding gratuitous benefits that were not 
linked to contributions, the economic dimensions that concerned 
private insurers became increasingly clear. Thus during the late 
1970s and 1980s there had to be political compromises to sort out 
the impending financial crisis.

The Economic and Political Context

The economic and political climate of the late 1970s and early 
1980s was altogether different from that of the 1950s and 1960s, 
and in some ways, though to a lesser degree, analogous to the 
devasting conditions of the Great Depression. The economic crisis 
of this period was not as extreme as the collapse during the 
Great Depression, but the high rates of inflation and unemploy­
ment wreaked havoc with the Social Security trust funds. The 1972 
amendments had tied benefits to the Consumer Price Index (CPI), 
and the rampant inflation during the 1970s meant that benefits 
increased rapidly. At the same time, high levels of unemployment 
translated into fewer workers paying payroll taxes, and slowed 
growth in wages for those who were working reduced contribu­
tions to the trust funds even more. In 1966, the trust funds held 
5.4 percent of the total estimated obligations; by 1974, the com­
parable estimate was 1.3 percent (HWMCH1973: 680). There was 
further erosion of the trust funds as a result of the growth of non- 
taxable fringe benefits. In 1951, a huge 95 percent of all compen­
sation was subject to Social Security taxes, in 1982, only 84 percent 
was taxable (USNA, “Correspondence with Commission Members, 
July 6-November 5, 1982”). Together, these developments created 
an actuarial nightmare. In addition to this short-term imbalance 

peculiar to the program. The very integrity of the government, not just the 
election chances of incumbent officeholders, is put at risk. (1979: 204)

Following this, I use the word retrenchment to mean a backing 
off from previous programmatic plans. The retrenchments of the 
late 1970s and 1980s included delayed cost-of-living adjustments, 
cutting peripheral programs such as student benefits, and gradual 
increases in the retirement age.

This chapter reinforces several key points that are gained by an 
organizational analysis of Social Security legislation. The first sec­
tion will sketch the economic and political context of the 1977-90 
period. Section two discusses the 1977 and 1983 legislative turn­
ing points, with the supporters and opposition delineated. The 
last section will once again consider the insights of organizational 
theory.
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Second, the program became much more coercive during this 
period (e.g., mandatory universal coverage), and a relatively less 
attractive option for those not yet covered by Social Security. It 
had not been difficult to convince various groups in the 1950s and 
1960s that Social Security was a good thing, but during the 1970s 
and 1980s the force of law was required. The mandatory coverage 
of federal, state, local, and nonprofit workers is a prime example of 
Congress taking politically unpopular steps to shore up short-term 
revenues.

A third interesting and uncommon feature of this period was 
that Social Security had become a noteworthy example of the tail 
wagging the dog: the program was now dramatically influencing 
its larger environment. Old-age insurance consumed a larger and 
larger percentage of the federal budget, and as a result of its close 
tie-in with inflation and unemployment, many problems involving 
the economy and Social Security began to prove cyclical and self­
reinforcing: increasing Social Security benefits with partial funding 
from general revenues increased the federal deficit, which in turn 
was reflected by a rise in inflation, which in turn pushed up Social 
Security benefits that were linked to the CPI, and so the cycle 
continued.

The sheer size of Social Security outlays made them 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 (WQ 
1986: 43). In addition, with lower retirement ages allowable (i.e., 
age 62), longer life expectancies, and higher benefits, Social Secu­
rity encouraged early retirement (USNA, “Correspondence with 
Commission Members, July 6-November 5, 1982”). This simulta­
neously deprived the trust funds of the much-needed payroll tax 
contributions and increased the outlay. Representative Bill Gradi- 
son (R-Ohio), speaking about the 1983 amendments, stated the 
problem this way: “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” (Cf? 1983: H973).

In other words, although the origins years (1930s), and retrench­
ment period (1970s and 1980s) both involved crises, the crisis in 
the 1930s was exogenous and played a key role in the emergence 
of Social Security, whereas the crisis in the 1970s and 1980s was 
much more an endogenous crisis. Many argued that Social Secu­
rity was a root cause of the economic problems of the 1970s and 
1980s (Murray 1984; Weaver 1982). And uncertainty regarding 
the future of Social Security was as evident during the 1970s and 
1980s as was uncertainty regarding the future of capitalism during 
the Depression.

This uncertainty heightened awareness regarding the “crisis in 
Social Security.” It was clear to many interest groups that there 
were now higher stakes in terms of potential losses. Political de­
bates were now being carried on by more diverse groups, over 
more diverse alternatives. The power, influence, and autonomy ex­
perienced by the Social Security Administration during the golden 
years of expansion were gone. The Social Security bureaucracy had 
lost much of its political control of the program. The small cadre of 
SSA bureaucrats and Advisory Council appointees could no longer 
claim a monopoly on information relevant to the debates. The 
blank check so evident in the 1972 amendments was replaced by 
in-depth review of the program and how it had got into such a pre­
dicament. The advisory councils, SSA, and Congress were chastised 
for careless oversight of the program as evidenced by the state of 
the trust funds.

Seeds of doubt about the power and authority accorded the 
advisory councils, SSA, and certain congressional committees were 
actually sown in the early 1970s. Republican members of the Sen­
ate Special Committee on Aging had proposed an independent, 
bipartisan Social Security Commission. Their proposal stated:

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 responsi­
bility for conduct of the system's operation, should be the only source of 
information or the primary source of policy recommendations. . . . [This 
Commission should] provide opportunity for hearing all shades of expert 
opinion. . . . Social Security is too important to Americans of all ages to 
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political actors receding in influence; some, out of choice, like 
Congress, and others, including the SSA itself, uncertain and over­
whelmed in the effort to consider any alternatives. Social Security 
reform was precarious, and Congress tried to insulate itself 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 designed to curtail ex­
cessive debate and tinkering with the “intertwining complexity of 
tax legislation” (CT? 1977: 35237); it was used to protect, intact, the 
Social Security amendments of 1977. This meant that other mem­
bers 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. Control over the program, which was 
granted to the SSA and Congress during the expansion years, was 
now given over to bipartisan commissions, which were charged 
with saving the system and developing the tough compromises 
that were in order. Many in Congress, particularly those who were 
less sympathetic to the SSA, welcomed bipartisan commissions, 
arguing that the self-interested bureaucracy could not be trusted 
to develop new alternatives. The National Commission on Social 
Security (NCSS) and the National Commission on Social Security- 
Reform (NCSSR) were made up of persons who were more politi­
cally insulated and could therefore make the decisions that some 
representatives knew were in order, but were in no position to 
recommend (Light 1985). Nevertheless, when possible, changes 
occurred in areas of least resistance or least visibility. Crediting the 
trust fund with Social Security checks that had gone uncashed for 
long periods, ceasing benefit payments to felons, maximizing trust 
fund investment income, and other such reforms were utilized 
when they were identified as an option.

It is also important to understand the dynamics of a fully 
mature social insurance program. Most groups of workers were 
now covered under the program, and many business, industrial, 
and labor organizations had molded their policies to the existing 
program; this all meant, of course, that a great portion of the popu­

permit its future to depend on decisions by the Federal operating agency, 
a part-time advisory council, and intermittent review by Congress. 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 responsibilities. (CH 1972: 17244).

Similarly, the advisory councils were admonished for their care­
less oversight of Social Security. Representative Elliott Levitas (D- 
Georgia) commented: “One of the problems with the present advi­
sory 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 prob­
lems of social security” (CR 1977: 35269). Walter Klint, chairman 
of the Task Force on Social Security for the National Association 
of Manufacturers, argued that problems evident in the mid-1970s 
were due to the fact that “the Social Security Administration, when 
they made these short-range assumptions, did those through a pair 
of very rose-colored glasses” {HWMCH 1976b: 112).

While some people blamed the unforeseen factors of high infla­
tion and high unemployment for the problems of the late 1970s, 
others faulted Congress for caving in too easily to politically popu­
lar expansions of benefits without legislating for a corresponding 
increase in contribution rates (CT? 1977: 35250). Senator Strom 
Thurmond (R-South Carolina), speaking about the 1977 amend­
ments, said: “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 increas­
ing benefits for retirees” (CT? 1977: 39147). Senator Carl T. Curtis 
(R-Nebraska), speaking on the day the 1977 amendments were 
passed, declared, “What is happening here today is that, indeed, 
we are having to pay the piper for the excessive and often somewhat 
mindless generosities of past Congresses” (CT? 1977: 39136).

In all this economic and political turbulence, the voices of the 
advisory councils, SSA, and members of Congress were muffled. 
There was debate among a wider variety of groups, with various 
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lation now had a vested interest in seeing the program maintained 
in its current form. For legislators, this popular stake placed an in­
creasing constraint on their options in the matter of changing the 
system. Further, the slack in the system (e.g., the ability to extend 
coverage) was no longer such that changes could be made inde­
pendently of each other. In the mid-1970s, the difficulties were all 
too apparent. High inflation, massive unemployment, an increas­
ingly aging-activist society, and pressures for more of the same from 
interest groups, presented mutually exclusive demands. This rela­
tively zero-sum economic context pitted powerful interest groups 
against each other. The American Association of Retired Persons 
(AARP) and the National Council of Senior Citizens (NCSC), for 
example, proposed general revenue financing to resolve the crisis 
in the trust funds, against the vehement opposition of the NAM 
and the U.S. Chamber of Commerce.

Support for the 1977 Amendments

Unlike earlier years, any support for the amendments of the 
later years meant supporting the retrenchment of old-age insur­
ance. It was difficult for many members of Congress to support 
the large payroll tax increases that were being discussed as nec­
essary to bolster the old-age insurance trust fund. The political 
difficulty of these decisions was reflected in the fact that retrench­
ment took place in nonelection 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 practi­
cal man. . . . [This problem will be postponed until] 1977, which 
I say is going to be the year of atonement when everybody will 
have to face the music” (HWMCH1976: 113-14). Congress was far 
from insulated from criticism that it had caused, or at least had 
not foreseen, the predicament the program was now in. In 1977, 
when the House Ways and Means Committee was criticized in floor 
debates for the crisis in Social Security, Barber Conable (R-New 
York), a member of the committee, retorted that it was not just the 
committee’s problem, but rather could be attributed to Congress 
as a whole:

I want to recall to the Members that in 1972, in a bill that did not come 
from the Ways and Means Committee at all but was a Senate amendment 

Opposition to the 1977 Amendments

One of the main critics of the 1977 amendments was Senator 
Barry Goldwater (R-Arizona), long a foe of the Social Security 
system. He said quite bluntly:

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. (CR1977: 39140)

Other critics of the proposed payroll tax increases argued that 
these hikes would be inflationary since “it is an established eco­
nomic fact that most employers pass on payroll tax increases to the 
consumer via higher prices” (CR 1977: 39025).

Some representatives of business and industry believed that 
Social Security had grown too quickly; though these groups could 
write off some of the tax as a business expense, nontaxable fringe 
benefits had also grown, partly as a result of union bargaining.

to a debt ceiling bill, we provided for a 20-percent benefit increase with no 
financing whatsoever except a revision of the actuarial assumptions, and 
everybody who was in Congress at that time participated in that wonderful 
opportunity to proride benefits to people without the unpleasant other 
side of the obligation: the financing. (CR 1977: 35238)

It was politically difficult to support the large payroll taxes em­
bodied in the 1977 amendments, but some members of Congress 
felt there were no acceptable alternatives.

With regard to the proposals for mandatory coverage of federal 
employees, Representative Levitas (D-Georgia) noted ironically: 
“You know, the American people are asking themselves this ques­
tion: If the Commissioner of Social Security 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?” (CR 1977: 35269).
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SOURCE: Social Security Bulletin, Annual Statistical Supplement. 1986, p. 90.
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turned to tax rate increases. Why tax rate increases rather than 
wage base increases? (As Table 9 shows, wage base changes before 
this time were slight.) 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 high. In 1965, coverage was ex­
tended 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 10 illustrates the rela­
tively substantial changes in the wage base as enacted by the 1977 
amendments. However, these options became increasingly con­
strained, or tightly coupled over time, meaning that the SSA and 
Congress had utilized all options within the existing programmatic 
framework.

Although the 1977 amendments raised the payroll tax and wage
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which not incidentally made it possible for business and industry 
to avoid paying the expanding Social Security taxes. Larger cor­
porations also found a way of avoiding increasingly burdensome 
Social Security taxes simply by moving 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 reason for the flight of capi­
tal from the United States 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 em­
ployers, employees, and the government. Others argued that high 
Social Security contribution rates encouraged capital to substitute 
machines for people whenever feasible (CR 1977: 39150). There­
fore, although monopoly capital may have been able to socialize 
costs through Social Security, it may have backfired on them, pro­
viding an inducement for them to move their operations to foreign 
countries; Social Security programs are not the only method of 
socializing costs. At any rate, it is going too far to suggest that these 
groups were all-knowing, calculating, and aggressive in sponsoring 
the expansion of Social Security.

In December 1977, just before the holiday recess, Congress en­
acted the largest peacetime tax increase in history. In addition, the 
wage base was increased above and beyond the scheduled auto­
matic adjustments, from $17,770 in 1978 to $22,900 for 1979, to 
$25,900 for 1980, and to $29,700 for 1981. In effect, this change 
meant that more workers had more of their earnings taxed for 
purposes of old-age insurance (see Table 9).

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 bureaucrats and congres­
sional representatives showed the good judgment over the years 
of expansion to use the method of financing that embodied the 
“least resistance.” She points out how choices were made among 
the three possible ways of funding: tax rate increases, wage base 
increases, and expansion of coverage. Expansion of coverage was 
the method chosen in the early years because the high rates of re­
turn meant large numbers of groups clamored for coverage. By the 
late 1950s, when nine out of ten workers were covered, Congress
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source: House Ways and Means Committee Hearings, “Summary of 
PL 95-216, Social Security Amendments of 1977,” 1978, H782-32.

Congress within two years on a sound procedure to cover public 
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 nonprofit organizations were temporarily 
successful. Once again, we see how state actors embody a variety of 
interests, some opposed to each other.

The least controversial issue in 1977 involved “decoupling" the 
faulty indexing formula set into place in 1972. In effect, the 1972 
amendments had double-indexed benefits. Benefits were linked to 
the Consumer Price Index, so that if wages did not rise at all, 
the initial benefits of current workers would be much higher than 
those of persons who would retire before 1975, when the indexing 
was to take effect. If wages climbed as an indirect result of infla­
tion, this would place current workers in an even higher benefit 
category. By adopting indexing, Congress was trying to avoid con­
stant review of Social Security; but in any indexing scheme there 
is considerable room for error, because it has built-in assumptions 
and during a highly volatile period can be very unpredictable. In 
1977, it was decided that benefits would be decoupled, and bene­
fits were indexed to wages rather than to prices. This had the effect 
of improving the trust fund balance, at least in the short term.

Finally, the 1977 amendments provided for the establishment 
of a bipartisan National Commission on Social Security (NCSS), 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. This commission would consider all 
issues related to Social Security. Members would be appointed by 
the President, the House, and the Senate, and they were to con­
sider any and all alternatives to the Social Security program. Some 
of the possible solutions suggested for review were substitution of 
the payroll tax by general revenues, mandatory participation in 
private insurance, and a choice of public or private insurance (CR 
1977; 39027). Representatives of the private insurance industry 
and future beneficiaries were also to be included on the commis­
sion. It was “to be independent of the bureaucracy downtown and 

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 col­
umnist Tom Wicker wrote: “Long-term tax increases totalling $227 
billion would be imposed. . . . Note that the Congress that voted 
this body-blow to the American wallet prudently put off the first of 
the increases until after its members try to get themselves re-elected 
next year” (in CR 1977: 39019). Increasing taxes and the wage 
base and slowing benefit increases were not politically popular, and 
congressional representatives were understandably concerned. The 
closeness of the vote, in contrast to the lopsidedness of the votes on 
expansionary measures, also indicates the difficult decisions Con­
gress now faced. The House vote on the 1977 amendments was 189 
in favor, 163 opposed; the Senate vote was 56 in favor, 21 opposed.

In fact, the controversy and lobbying effort surrounding manda­
tory coverage of federal, state, local, and nonprofit employees had 
so divided Congress that the 1977 amendments merely provided 
for further study. They authorized the study of Social Security cov­
erage for government workers and employees of nonprofit orga­
nizations. The study group was charged with reporting back to
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not fully dependent on the social security system itself” (CR 1977: 
35396). The Secretary of Health, Education, and Welfare, and the 
SSA were vehemently opposed to this commission.

The institution of this commission was a drastic change from 
the authority and autonomy granted to the SSA in the 1950s and 
1960s. Control was now removed from their sole purview, and op­
tions were considered that emanated from many potential adver­
saries. 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” (CR1977: 39027).

After passing the 1977 legislation, J. J. Pickle (D-Texas) de­
clared, “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”; and President Jimmy Carter, in signing 
the bill into law, stated, “Now this legislation will guarantee that 
from 1980 to the year 2030, that social security will be sound” (CR 
1983: H964).

In 1980 the NCSS, appointed during President Carter’s term 
in office, made a number of recommendations designed to ad­
dress both the short-term and long-term problems of the system. 
To solve short-run financing problems, the commission recom­
mended that there be interfund borrowing (i.e., between the rela­
tively depleted Old-Age and Survivors Trust Fund and the more 
solvent Disability and Hospital Trust Funds), and an acceleration 
of the scheduled payroll tax increases. For the long term, they 
recommended phasing in a later retirement age and a later early 
retirement age (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 un­
employment rather than choose early retirement. The commission 
favored strengthening individual efforts to save for retirement, for 
example, through Individual Retirement Accounts (IRAs). Finally, 
they recommended that Social Security should not replace existing 
pension plans but that mandatory universal coverage should be ex­
tended 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” (USNA, “Correspondence with Commission 
Members, February 10-June 21, 1982”).

By the early 1980s it was clear to most careful observers that 
Social Security would have to retrench yet a second time, but Presi­
dent Ronald Reagan and Congress were unwilling to dive head­
long into the reforms suggested by the NCSS. Reagan was able to 
improve the trust funds somewhat in the early 1980s through mas­
sive cuts in the means-tested entitlements. For example, although 
expenditures for these assistance programs represented approxi­
mately 18 percent of the total benefit payments, cuts in these 
programs enacted in 1981 accounted for 40 percent of the total 
reduction in benefit payments. Relatively speaking, changes in old- 
age insurance benefits went unscathed (USNA, “Correspondence 
with Committee Members, July 6-November 5, 1982”).

In 1981, President Reagan proposed what turned out to be very 
controversial changes in the Social Security old-age and disability 
insurance programs. He proposed elimination of the $122 mini­
mum 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 requirements to qualify for these benefits; re­
duction 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 essentially have lowered the over­
all benefit level over the long term (i.e., the average replacement 
rate would change from 41 percent to 38 percent; AFLA 1983: 
408). These changes would have slashed benefits $8 billion in the 
first year alone.

Reagan was committed to changes in the Social Security pro­
gram, but he faced massive opposition. He therefore appointed a 
bipartisan National Commission on Social Security Reform 
(NCSSR). Newly formed in January of 1982, it was criticized by 
many as a stalling tactic employed by the President in an elec­
tion year. The commission consisted of fifteen members, eight of
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table 11
Members and Affiliations of the National Commission on Social Security Reform

whom were members of Congress; the chairman was Alan Green­
span, a Republican economist. (See Table 11 for a list of members 
and their affiliations.) Reagan specified that they had to develop 
a plan that would save $40 billion in the unified budget attributed 
to either benefit cuts or additional 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 work out the details of 
the plan, but many were dissatisfied that Reagan’s stipulations pre­
cluded some solutions to short-term aspects of the Social Security 
crisis. The concern centered around the fact that borrowing from 
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 NCSS ap­
pointed 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 

Name

Alan Greenspan, Chair
Bill Archer
William Armstrong
Robert M. Ball 
Robert A. Beck

Affiliation

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

existing framework, and that they would foster widespread public 
debate. Representative Matthew J. Rinaldo (R-Newjersey), a mem­
ber of the House Select Committee on Aging, wrote Greenspan:

It is my strong hope and recommendation that the Commission will de­
cide to open itself to public comments, either through hearings or other 
appropriate forums, in order to engage public attention and measure sen­
timent 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.” 
(USNA, “Correspondence of Dr. Greenspan”)

The political popularity of the Social Security system, so obviously 
present in the 1950s and 1960s, had been shaken, with the result 
that the SSA itself could not reassure Congress that its recom­
mendations 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 SSA could no longer set the agenda and help to 
influence the outcome.

Again, the NCSSR was explicitly charged with considering all 
options regarding reform, including phasing out the Social Secu­
rity 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, phi­
losophies, and 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 cur­
rent 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 immigration, or develop policies to 
encourage fertility, to prop up taxes.

Barber Conable
Robert Dole
Mary Falvey Fuller
John Heinz
Martha E. Keys
Lane Kirkland
Daniel P. Moynihan
Claude Pepper
Alexander B. Trowbridge
Joe Waggonner

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.
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shortfall in the early twenty-first century when the baby boom gen­
eration would begin to retire and dependency ratios became even 
more problematic (CQA 1983: 221).

Support for the 1983 Amendments

One idea for shoring up the old-age insurance trust fund was 
to gradually increase the retirement age. Proponents of this idea 
argued that such a policy would be quite consistent with the intent 
of the original legislation of 1935. The SSA published an article en­
titled “Equivalent Retirement Ages: 1940-2050,” which explained 
historical and future (estimated) data as to equivalent retirement 
ages for different life-expectancy measures. Greenspan 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 ex­
pectancy and number of years expected to collect benefits (USNA, 
“Correspondence of Dr. Greenspan”).

Another controversial proposal concerned mandatory universal 
coverage. Since the 1977 amendments only recommended study­
ing the issue of mandatory universal coverage, various federal, 
state, local, and nonprofit workers were not yet covered by Social 
Security in 1982. Myers and the SSA tried to convince federal 
employees that there were advantages to joining the Social Secu­
rity system. Myers, in a memo to the NCSSR, 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 sometime 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 to 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 

3. Use general revenues to shore up system. The major problem with 
this proposal as noted, is that it would not lessen the federal deficit or the 
overall tax burden.

4. Increase 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.” (USNA, “Correspon­
dence with Commission Members, July 6-November 5, 1982”)

It is interesting to note that even though four of these five options 
involved the Social Security program as it existed, a proposal for 
privatization was now on the agenda as an alternative. And the his­
torically volatile issue of general revenue financing received a 5-4 
majority vote from 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 represented a shift in thinking.

Another example of this altered economic and political con­
text is revealed in a letter from Robert J. Myers, former SSA Chief 
Actuary, to Alan Greenspan, chairman of the NCSSR, dated Febru­
ary t2, 1982. Myers was registering his opposition to taxing Social 
Security benefits as income, but he felt that Greenspan had to place 
this on the agenda of the NCSSR so that it could “be recognized 
as having been consciously eliminated” (USNA, “Correspondence 
of Dr. Greenspan”). In the past, legislators or Advisory Council 
members had the leeway to utilize such tactics. However, facing 
new constraints on action, it is noteworthy that this was placed 
on the congressional agenda, and eventually was approved in the 
1983 amendments. Advocates of Social Security and insiders such 
as Myers could no longer count on the “conscious elimination” of 
any reforms.

Although the NCSSR was scheduled to make its recommen­
dations by December 31, 1982, a fifteen-day extension was re­
quired because members had not yet reached agreement. Chair­
man Greenspan was quoted as saying, “All of us swallowed very hard 
and accepted individual notions that we personally could not actu­
ally support” (CQA 1983: 221). The NCSSR made its recommen­
dations after a 12-3 vote in mid-January of 1983. The commission 
“agreed to disagree” on how to solve the projected Social Security 
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table 12
Reimbursements from General Revenues for OASI 

(in millions)

submittal to the Congress ... 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 contributions, eventually amount­
ing to one-third of program costs. The 1938 and 1948 advisory councils 
both had the very same recommendation. (CR 1977: 36687)

Total

0 
<.5

1
3
4
4
4

78
78

156
78
78

137
138
139
140
157 
378
385 4 
384 
393 
390 
534

0
0 

226 
364 
371
351 
337 
303 
307 
268 
236 
228
230 
164
150 
140

.Military 
wage 

credits

0 
<.5 

1
3
4 
4 
4

benefits, while their Social Security benefits are diminished because of 
their working in uncovered employment. (USNA, “Correspondence with 
Commission Members, July 6-November 5, 1982”)

Mandatory universal coverage had the support of the National 
Conference of State Legislatures because it would decrease state 
expenditures for their own separate pension plans (USNA, “Cor­
respondence of Dr. Greenspan”). 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 relatively 
more attractive to state and local officials than it had been in the 
late 1970s.

Not only had some state and local employers changed their 
minds about the cost-effectiveness of Social Security coverage, but 
also, 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 Roundtable, 
and the U.S. Chamber of Commerce actively supported mandatory 
universal coverage (USNA, “Correspondence of Dr. Greenspan”).

Detailed review was also given to general revenue financing. 
Here, there was a central difference between the overt form of 
general revenue financing (appropriating money from the general 
Treasury to the Social Security trust funds) and the more indirect 
forms of general revenue financing that were uncovered by review 
of the program in the late 1970s. (See Table 12 for the extent of 
general revenue financing.) It is worthwhile in understanding this 
issue to trace its historical background. A quote from Representa­
tive James A. Burke (D-Florida) summarizes the origin of the idea 
of general revenue financing in the 1935 Committee on Economic 
Security:

The original recommendation included a plan for general fund participa­
tion 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 participation was the prevailing public policy in other estab­
lished foreign social insurance programs ... in the final hours before the

Special 
age-72 
benefits

0 
0 
0 
0 
0 
0 
0

Calendar 
year

1937-45
1946
1947
1948
1949
1950
1951 
1952-65°
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981

78 
78 

382 
442 
449 
488 
475 
442 
447 
425 
614
613
614 
557 
540 
674

source: Memo to Staff at SSA from Robert J. Myers, dated April i. 1982, File Folder ‘Staff 
Info. File," Records of Temporary Committees, Commissions, and Boards, NCSSR, Record 
Group 220, National Archives, Washington, D.C.

“Between 1952 and 1965, the additional costs arising from military 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.

^Includes a S2.7 million one-time payment for the estimated costs of granting noncon­
tributory wage credits to U.S. citizens of Japanese ancestry who were interned during World 
War II.
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general revenues and Social Security trust funds was increasingly 
blurred.

During the careful review of Social Security throughout this 
period, it emerged that other programs, initiated during the ex­
pansionary phase, were now deemed less important than the more 
central program of old-age insurance benefits. Many of these more 
peripheral programs were separated from the old-age benefits pro­
gram. Student benefits provide a case in point. A proposal con­
sidered during this time was the phasing out of Social Security’s 
student benefits. These benefits, added in 1965, were available to 
persons aged 18-21 who were unmarried, full-time student de­
pendents of dead, disabled, or retired workers. The cost of these 
benefits in 1977 was in excess of $1.6 billion (HWMCH 1977: ix). 
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 Security should not be in the business of subsidizing student 
costs. Critics of student benefits argued that insurance involved 
the 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 underestimated how many students 
would apply and how much these benefits would cost (HWMCH 
1976b). This is only one example of how far the reach of the SSA 
extended during the expansion phase. In the careful review of the 
program during the years of retrenchment, peripheral programs of 
this sort were now seen as redundant, unnecessary, and politically 
indefensible.

A number of influential persons who served on the NCSSR, 
including AFL-CIO President Lane Kirkland, NAM President Alex­
ander Trowbridge, and Senators Claude Pepper and Robert Dole, 
in addition to key party leaders including President Ronald Rea­
gan and House Speaker Thomas P. O’Neill, publicly stated their 
support of the NCSSR package and rallied their supporters around 
the delicate political compromise. Frank S. Swain, chief counsel 
for Advocacy of the U.S. Small Business Administration, wrote Alan 
Greenspan in March 1982, “For much of small business, Social 
Security represents the only retirement benefit to which a com­

Although overt general revenue financing was also advocated by 
CIO labor unions from the inception of the program, the argu­
ments for general revenue financing became increasing salient 
during this later period of dwindling reserves. This debate was a 
key issue during the late 1970s and early 1980s, and it continued 
to be regarded by some as a viable way to prop up the system. With 
universal coverage, high tax rates, and high wage bases already in 
place, general revenues were one of the last remaining options for 
Congress. It must be remembered, however, that Roosevelt, the 
early SSB, and the later SSA argued that general revenue financ­
ing would leave the program politically vulnerable, and generally 
avoided making such moves themselves.

During the early 1980s, AFL-CIO affiliated labor unions, the 
NCSC, and the AARP supported general revenue financing, while 
conservatives and business leaders were generally opposed to gen­
eral revenue financing. Conservatives claimed that the existing 
system linked benefits to wages and that general revenue financing 
would destroy this relationship and turn old-age insurance into a 
welfare system. In theory this is true, but the close relationship 
between contributions and benefits began to be dismantled as far 
back as 1939, with the introduction of survivors’ benefits. There 
was actually a great deal of general revenue financing occurring, 
though in a roundabout way.

The discovery and discussion of this indirect general revenue 
financing in the meticulous review of the program conducted dur­
ing the late 1970s and early 1980s reflected the growing concern 
about Social Security. The fact that increasing amounts of general 
revenues were being 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.

This more indirect general revenue financing took the form 
of the Treasury’s reimbursing the Social Security trust funds for 
various special benefits—such as the special aged-72 benefit for 
persons who did not otherwise qualify for Social Security, wage 
credits posted for World War II military personnel who were not 
included under coverage, and credits to World War II Japanese 
internees. It also took the form of granting income tax deductions 
for employers’ Social Security payroll tax costs. The line between 
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pany can afford to contribute” (USNA, “General-No Response 
Correspondence to Robert J. Myers”). Certainly this organization 
represents competitive capital, and they too benefited from Social 
Security legislation. According to the Congressional Quarterly Alma­
nac, “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 consensus in the House of Rep­
resentatives was the Rules Committee’s decision, once again, to 
invoke a modified closed rule. Members of the House were allowed 
to vote on only two amendments to the 1983 legislation, and gen­
eral floor debate was limited to four hours. The two amendments 
allowed for consideration were the Pepper amendment, which rec­
ommended higher tax rate increases, and the Pickle amendment, 
which raised the normal retirement age. Those opposed to the 
provision disallowing further amendments called this a “gag rule” 
(CR 1983: 947-48). It was, quite simply, one more reflection of 
the delicate nature of Social Security legislation in a crisis environ­
ment.

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 unemployment 
which causes the problem in the first place. (AFLA 1983: 412)

The AARP, the NCSC, and the Gray Panthers urge higher pay­
roll taxes to finance the program (CQA 1983: 219), and these 
organizations as well as the AFL-CIO unions and current bene­
ficiaries were opposed to the NCSSR’s proposed six-month delay 
in the cost-of-living adjustment. They all argued that such benefit 
cuts constituted a breach of social contract, and many voiced sup­
port 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 and assistance 
programs. Further, these organizations along with the National 
Center on Black Aged and the National Taxpayers Union objected 
to the taxation of benefits (CQA 1983: 222). Nonetheless, in spite 
of this opposition and the strong opposition also of the SSA, this 
radical departure from traditional policies eventually occurred. 
Finally, the National Taxpayers Union and the National Federa­
tion of Independent Business objected to the proposed payroll tax 
increase.

Perhaps two of the most controversial issues in the early 1980s 
were the proposals to increase the retirement age and to institute 
mandatory universal coverage. One of the chief lobbying groups 
against an increase in the retirement age was the AARP, which 
allows persons to become members at the age of 50. Mandatory 
coverage was opposed by workers under the Civil Service Retire­
ment System, and they had the support of the AFL-CIO.

All these groups cited concrete demographic reasons for opti­
mism regarding the short-term health of the trust funds. It was 
projected that there would be a fairly large accumulation in the 
trust funds between 1985 and 2015, owing to two key factors. 
One was that the 1977 amendments involved a sharp increase in 
the scheduled tax rates. More importantly, the annual birthrate 
during the 1920s and 1930s was relatively small compared with 
earlier and later periods. With fewer persons drawing retirement 

Opposition to the 1983 Amendments

The Democratic Party, AFL-CIO labor unions, AARP, NCSC, 
and the Gray Panthers lashed out at Reagan’s proposals and many 
of the proposed changes recommended by the NCSSR. Democrats 
accused the administration of attempting to balance the budget 
on the backs of the elderly. The International Ladies’ Garment 
Workers’ Union resolved to fight Reagan. They wrote:

Workers have every justification to feel that Social Security is a sacred 
contract between them and government 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 existence. 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 
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benefits from 1985 to 2015, and more baby boom workers paying 
taxes in their prime earning years, the trust funds would burgeon 
(Weaver 1990).

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 prom­
ised to get government off 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 budget­
ary matters), testified, “If substantial reductions in spending are 
to be achieved, changes in areas of the budget that have thus 
far been excluded from major spending cuts —defense and pen­
sions—will have to be considered” (USNA, “Correspondence with 
Commission Members, July 6-November 5, 1982”).

The trust fund was indeed in poor shape in the late 1970s and 
early 1980s. In 1940, the Old-Age and Survivor’s insurance trust 
fund had 3,276 percent of one year’s benefits; in 1950 it had 1,343 
percent. By 1972, it had less than 100 percent 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 it had to borrow from the disability and hospital 
insurance trust funds to pay benefits in November. By 1983, the 
trust fund was empty {CR 1983: H979).

In 1983, some 36 million Americans were receiving Social Secu­
rity benefits. There were 116 million contributing workers and 140 
million insured dependents and survivors (CR 1983: 947). Social 
Security represented 28 percent of the federal budget (CR 1983: 
H978-79); Representative Phil Gramm (R-Texas) called it “the 
dominant issue in the 1982 elections” (CR 1983: H972). Represen­
tative Carl Perkins (D-Kentucky), speaking about the 1983 amend­
ments, said: “[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 Christmas. 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’” (CR1983: Hggt).

Like the 1977 amendments, the 1983 amendments were re­
trenchments, and the difficulty that Congress had in passing these 
amendments during nonelection years bears testimony to the 
changing context within which Social Security was considered. The 
chairman of the House Ways and Means Committee, Dan Ros- 
tenkowski (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” (CR 1983: H955).

Based partly on the recommendations of the bipartisan NCSSR, 
the 1983 amendments made a number of important changes. 
Scheduled tax rate increases were speeded up, and cost-of-living 
adjustments were delayed six months. To offset the 1984 payroll tax 
increase, employees were allowed a 0.3 percentage point tax credit. 
In effect, workers were required to pay 6.7 percent, with general 
revenues reimbursing the trust funds for the remaining 0.3 percent 
(CQA 1983: 219-20). The tax rate paid by the self-employed also 
increased, so that they now paid the combined employer-employee 
rate of tax; they were, however, given a tax credit to offset this in­
crease—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 contributions of federal workers would be made up 
through general revenues. A provision was also included to elimi­
nate 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 re­
turn 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.
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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 the cal­
endar years 1983-89 (CQA 1983: 221). It was much more than 
what Reagan had requested (CQA 1983: 425). According to esti­
mates, approximately one-third of this $168 billion would come 
from general revenues in the form of tax credits and deductions, 
or direct transfers from general revenues. The tax deduction given 
to employers, employees, and the self-employed for a portion of 
their Social Security contribution was, in essence, a form of in­
direct general revenue financing. In addition, the special age-72 
benefit, World War II military wage credits, World War 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 Reagan budget for 1983 called for Social Security tax in­
creases of $11.7 billion in fiscal 1984, of $12.5 billion in fiscal 1985, 
and of $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 (CQA 1983: 432).

Organizational Dynamics

The inviolability and persistence of the Social Security program 
were noteworthy throughout the crises of this period of retrench­
ment. The fact that the NCSSR considered privatization but priva­
tization did not seem to be a politically viable option also reinforces 
the notion that Social Security remained a relatively untouchable 
institution. 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 pri­
orities. Actors within the state, both elected officials and appointed 
bureaucrats, were paralyzed, and bipartisan commissions provided 
political scapegoats.

Organizational persistence also refers to the ability of a group of 
people to mobilize their efforts on a sustained basis. As Charles E. 
Lindblom writes:

There was a one-time credit made to the Social Security trust 
funds in the amount of Si.3 billion, for the value of Social Secu­
rity checks issued by the Treasury but (for various reasons) never 
cashed; previously, these amounts were credited to the Treasury’s 
general revenue fund. Social Security was removed from the uni­
fied federal budget beginning in 1992, and until then, Social Secu­
rity income and expenditure 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 persons was a felony. Benefits were re­
stricted for convicted felons, and for survivors and dependents of 
nonresident aliens.

To improve the long-term outlook of the system, Congress ap­
proved a gradual increase in the age of retirement with full benefits 
from age 65 to 67 by the year 2027. Although workers would still 
be entitled to retire early under these amendments (at age 62), 
their benefits would be reduced even more than under prior law. 
These changes were justified by citing increase in life expectancy 
since 1935 (SSB 1986: 9).

The 1983 amendments also encouraged later retirement by in­
creasing the bonus for delaying retirement past age 65. The earn­
ings test, used to determine benefits of workers aged 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 
earnings test would cost $7.5 billion over a five-year period; (SSB 
1986: 9.) 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 
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For political influence in the play of power, they need time, knowledge of 
public affairs, skill in partisan analysis, a persuasive tongue or pen, status 
in the community, influential associates, and success in interpersonal re­
lations. Millions of citizens lack these skills, and only a few possess all of 
them. One can contrast New York City’s Puerto Ricans with a graduating 
class at Harvard or Stanford.... Despite their great numbers, the poor can 
afford only poor political organizations, and the well-off finance a variety 
of better ones. It is not simply an inequality between the very affluent 
and the poor, inequality in organizations runs through the whole society. 
Union members, among the better paid American workers, mobilize far 
less money for political organizations than do business people.... Because 
wealthy people can reward other people, many habitually defer to them 
and confer authority on them. (1980: 100-101)

Organizational theory provides some valuable insights here. For 
example, even though taxpaying workers represented an obvious 
interest group when discussing Social Security, mobilization fac­
tors do matter. First, strong leadership in this area was not evident. 
Second, these groups offered few selective incentives to encour­
age taxpaying workers to unite. Third, no age group had as high 
a propensity to vote as did the elderly. A quote from Al Ullman 
(D-Oregon), chairman of the House Ways and Means Committee, 
illustrates the extent to which Congress heeded elderly voters. Ull­
man, concerned that Congress might not pass the Social Security 
bill before the Christmas recess of 1977, reminded his fellow repre­
sentatives: “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 legis­
lation. Just keep in mind that a bigger and bigger block of our 
constituencies are senior citizens who have to depend upon social 
security as a major part of their retirement program” (CR 1977: 
39007). Unlike the AARP, groups representing taxpaying workers 
could not guarantee legislators a unified vote. A fourth reason for 
the lack of effective organization by taxpaying workers was that the 
tax increases were incremental, making the tax burden change ever 
so slightly from year to year. Fifth, social class and racial divisions 
made it hard to organize such a diverse group. Sixth, the relative 
size of interest groups is a factor: increases in taxes yielded quite 
large returns to beneficiaries because of the number of workers 

involved; yet for any individual taxpayer the burden certainly began 
as a relatively light one. Finally, given that we all anticipate growing 
older, urging cutbacks in Social Security is tantamount to arguing 
for reduced returns for elderly family members, or for our own 
old-age insurance benefits. All these factors help to explain why 
taxpaying workers were unable or unlikely to register their politi­
cal opinions effectively. There are social, economic, cultural, and 
demographic prerequisites to political participation and organiza­
tion.

Because certain social groups did not register their protests 
loudly or on a sustained basis, however, these groups ended up 
as the economic buffers for the retrenchment that occurred. The 
increasing poverty rate of children during this time period is a 
notable case in point, and it seems clear that children’s interests 
will probably have to be represented by organizational actors with 
more long-term perspectives. Victories won in the political arena 
are victories over other involved parties, with the uninvolved act­
ing as a buffer in system (Polsby 1986). But with the decreasing 
effectiveness of the buffer over time, tight coupling and narrowed 
options occur. In other words, options due to slack in the system 
lessen over time.

With regard to interests, during this period of crisis interest 
groups were more likely to register their opinions, partly because 
of increasing information circulating about the program and pos­
sible alternatives, but this did not have much effect on their success 
or failure. Outraged and overloaded taxpayers organized into the 
National Taxpayers Union and Americans for Generational Equity; 
neither group was successful in opposing the massive increases in 
both Social Security payroll taxes and income taxes (which would 
eventually go into the Social Security trust funds), but it is sig­
nificant that during this period of crisis various groups did orga­
nize and begin efforts to influence legislative outcomes. Bipartisan 
commissions had better 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 in­
deed more “revolutionary” in the ideas considered, if not in the 
ideas implemented.

With regard to the importance of selective incentives, AARP 
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outcomes. Without the influence of elderly advocate groups, the 
review provoked here might have produced real cuts in benefits 
rather than just taxation of benefits for certain beneficiaries. It is 
clearly not in the best interests of younger workers to continue 
financing the Social Security system through the use of indirect 
general revenues; this merely obscures the real costs of old-age in­
surance. Many observers predict disaster when the baby boomers 
begin to retire. And though 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 
is concerned with this issue, has only 150,000 members (CR 1977: 
39142; Gruber 1987). Variations in the ability to form effective 
broad-based political coalitions need to be addressed.

With regard to the timing of various external events, the con­
tinuing high unemployment and inflation of the late 1970s pre­
vented the 1977 amendments from going as far as they should have 
gone. Reagan launched a trial balloon in his proposals to reform 
the Social Security program, but that only pointed the way to more 
politically viable options without achieving anything substantial. 
The touchy political nature of Social Security reform was reflected 
in the use of the bipartisan commissions and closed rule.

There is also a sense in which timing, and “being first,” matters. 
In the first chapter I discussed the process of lock-in whereby a 
program or method becomes standard, even though it might not 
be the most efficient when compared with other alternatives de­
veloped later. The passage of social insurance legislation in 1935 
meant that privatization of old-age insurance would never be a 
truly viable option. The polity, in the form of Social Security, played 
an increasingly important role in the U.S. economy, and over time, 
interests had coalesced around the existing program; this made 
privatization untenable. House Representative Ronald Paul (R- 
Texas), addressing House members before the vote on 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 ene­

provides an excellent example. This group claimed approximately 
33 million members in the mid-1980s, and in the United States 
was surpassed in size only by the Catholic Church. Nancy Benac 
writes: “Its activities include a mail-order pharmacy service, edu­
cational publications and classes, a senior volunteer network, local 
chapter activities, circulation-leading Modem Maturity magazine, 
driver education courses, legal assistance, a discount purchase 
program, group health, home and auto insurance, a motor club, 
travel service, investment programs, and even help filling out tax 
forms” (1989a: Jto). Certainly few organizations can compare with 
AARP’s success in employing selective incentives in a politically 
productive way.

As the success of these selective incentives partially attests, 
AARP represents a broad coalition of social classes. A compelling 
argument made by AARP, in the face of a variety of proposals 
for programmatic retrenchment, is that the incomes of the elderly 
tend to erode, unlike those of younger Americans who have histori­
cally seen their incomes grow. Timothy Smeeding, an economist 
at Syracuse University, notes: “A retired couple is often forced to 
cash in some of its assets to pay medical bills, thereby reducing 
the amount of interest and dividends it will earn. In addition, most 
private pensions are not indexed to inflation, so their value typi­
cally erodes. And husbands on average die sooner than their wives, 
leaving widows with reduced Social Security benefits” (in DeParle 
1993: A17). The AARP emphasizes just such cases.

With regard to coalition formation, interest groups often coa­
lesce around perceived infringement of their rights and the status 
quo. For example, the 1970s and 1980s stirred interests with threats 
of benefit cuts or higher taxes. There was a coalescing of diverse 
groups around the existing program. In many ways, crises change 
the political calculus on which political alignments are structured. 
The point here is that even during the retrenchment period of 
the 1970s and 1980s, the game was not entirely zero-sum. More 
politically powerful interest groups like the elderly (the AARP and 
NCSC) won out over taxpayers, as evidenced by the expanding use 
of indirect general revenue financing. Accounting shifts and cut­
ting back in peripheral or more obscure parts of the program were 
also common.

Numbers of supporters remained a key variable in legislative 
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text, in that increasingly zero-sum contexts led to concerns with 
equity, while prosperity was conducive to concerns over adequacy. 
A distinct move away from the notions of adequacy, so prevalent 
during the years of expansion, was apparent during this period 
of programmatic retrenchment. The new emphasis was on the 
notion of equity. This was reflected in discussions of the crisis in 
the expectations of the public concerning Social Security. Elliot L. 
Richardson, Secretary of Health, Education, and Welfare, said in 
testimony before the Senate Finance Committee: “There is no 
denying that . . . more and more citizens are becoming more and 
more distrustful of our government. A major reason for this . . . 
is ... an ‘expectations gap,’ as rising and totally unrealistic ex­
pectations outstrip the realistic possibilities of fulfillment by our 
programs” (CQA 1972: 904). In the context of a crisis regard­
ing the trust funds of the late 1970s and early 1980s, the new 
ideology cast reminders that Social Security was not intended to 
provide total replacement for lost income. Representative Levitas 
(D-Georgia) noted: “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” (CR 
1977:39O27)-

The dangerously low level of the trust funds also led groups not 
yet included in the program to question the equity or fairness of 
being mandaterily included in the system. As reported in the 1975 
SSA Annual Report, challenges to the constitutionality of the pro­
gram were increasing (SSA 1975: 11). These charges were leveled 
by groups that did not want to be included but were threatened 
with compulsory coverage, as well as by groups that 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 them, equity meant the justice inherent 
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 owing to in­

mies of our present and future elderly, however, are those who con­
tinue to call this pay-as-you-go scheme security” (CT? 1983: H980).

Time perspective also played a major role in these turning 
points. The push to include the few remaining groups not yet 
covered by Social Security reflected the short-term orientation of 
congressional representatives, as well as the use of mere account­
ing shifts instead of instituting real, more controversial changes. 
Bringing in more workers would indeed increase tax receipts in 
the short run, but it would also increase future benefit obligations. 
Moreover, this was another method of indirect general revenue 
financing, simply because federal agencies were the major em­
ployers of these workers and therefore general revenues would be 
required to pay the employer’s half of the payroll tax. Unlike pri­
vate business and industry, these added costs could not be passed 
on to consumers since in effect these consumers, as citizens of the 
United States, were the employer of the federal agencies. Finally, 
the overall budget would be adversely affected by lack of funds con­
tributed to the GSRS from federal employees, even though Social 
Security trust funds would appear to be enhanced in the short run 
as a result of universal coverage under the program.

In addition, time was also a factor in our “middle-aged” Social 
Security program. Although the choices to shore up the system 
were much more controversial than were previous decisions on 
expansion or benefit increases, there were several smaller, less 
controversial methods proposed to increase the efficiency of the 
system. Though these changes were minor, as Robert J. Myers often 
pointed out, millions could be saved through small accounting 
changes (USNA, “NAM”). The SSA proposed and won the follow­
ing 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 noncontroversial changes served to enhance the appear­
ance of the trust funds in the short term, and tightened up on the 
few remaining loopholes.

Ideology was reflected once again in the adequacy v. equity 
debate. This debate was directly related to the macroeconomic con­
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creasing concern with intergenerational fairness. Senator David F. 
Durenberger’s organization, Americans for Generational Equity 
(AGE), attempted to rally taxpayers around real Social Security 
reform. This group complained 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 came into the system later, either because 
they were not covered originally or because they were born later— 
making Social Security, as some writers have dubbed it, an inter­
generational chain letter. Workers who came into the program 
later had a growing sense of entitlement to their benefits, and this 
made cutbacks in benefits much more difficult to legislate. For 
their part, the elderly argued 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. To enhance their claims of entitle­
ment and need they downplayed the socioeconomic variation that 
existed in their midst.

Thus, whereas adequacy was the key issue in the igsos and 
igbos, equity was the key issue in the early and later years. It is 
important to note, however, that the equity discussed in the early 
period (especially the igqos) centered around the equity of being 
excluded from what was proving to be a good program for benefi­
ciaries. The equity discussed during the igyos and ig8os was the 
equity of being compulsorily included in an ailing program, or 
intergenerational equity.

The emerging trend toward encouraging the elderly to work 
also reflected the importance of equity in a period of crisis or 
retrenchment. Encouraging the elderly to work was justified as 
consistent with the original intent of the ig35 legislation, as well 
as being good for the system and good for the elderly. Raising 
the retirement age and increasing the amount allowable under the 
earnings test are important developments in the history of the pro­
gram when it is recalled that during the iggos, a key factor in the 
initiation of the program was high Depression-era unemployment 
rates; Social Security was viewed as a relatively acceptable method 

of moving large numbers of people out of the labor force. Labor 
unions were instrumental in making sure the original legislation 
included an earnings test. Indeed, the two key factors behind the 
earnings test were the AFL-CIO affiliated unions, which favored 
some restrictions on earnings, and the prohibitive costs to the trust 
funds of repealing the test.

Historically, the earnings test had been one of the most un­
popular features of the program, with AARP, NCSC, and the Gray 
Panthers drastically opposed to it. Further, many independent pro­
fessionals who continue to work after age 65 and various conserva­
tive representatives have recommended repeal of the test. Senator 
Goldwater, recommending repeal in tgya, stated:

Social Security payments are not gratuities from a benevolent central gov­
ernment. 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 logically because the person who is penalized is often the one with 
the greatest need for more income than his Social Security benefits can 
provide. (CQA 1972: 902)

In light of the equity issue, this quote is interesting for several rea­
sons. It was viewed as unfair that Social Security beneficiaries were 
required to quit work in order to collect benefits. Note the reitera­
tion of entitlement to benefits. But Social Security benefits, for most 
persons, were much more than a “repayment” of their earnings. In 
the context of the Great Depression, some disincentive to continue 
work was eventually written into the 1935 Social Security Act in the 
form of an earnings test. It was viewed as fair or equitable. But in 
the context of retrenchment and a shrinking minimum-wage labor 
market, with a great deal of stratification among the elderly, the 
earnings test was viewed as fair game for revision.

The labor market during the late 1970s and early 1980s had 
changed drastically. During the 1970s, the civilian labor force grew 
2.5 percent annually as the baby boom reached maturity, the Viet­
nam War ended, and women entered the labor force en masse. 
But as the influx of baby boomers into the labor force ended, 
and increases in women’s labor force slowed and defense mobi­
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Conclusions

im-

I began this project with both substantive and theoretical 
questions about legislative changes in Social Security. In this final 
chapter, I summarize the key points presented thus far, and also 
suggest some possible outcomes for the future of old-age insurance 
in the United States. The theoretical and methodological questions 
are primarily of academic interest, but the substantive questions 
are relevant for all Americans.

What have we learned from this book that we could not have 
learned from earlier works? With regard to theory and methods, 
this work promotes a fresh approach to the study of social policy 
in the United States. First, it is clear that our historical focus influ­
ences the conclusions we reach about which actors hold political 
power. The long-term framework used in this analysis captures the 
unique effects of different economic and political contexts. It is 
impossible to sort out what is idiosyncratic or what constitutes 
a pattern without longer historical perspectives. 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 was also unusual. The period after 
World War II was atypical in that there was an economic climate 
conducive to expansion and pressure to expand.

An analysis that employs a broader time frame does not simply 

lization declined, the civilian labor force grew at only 1.2 per­
cent annually through 1990, and only 0.8 percent from 1990 to 
1995 (USNA, “General-No Response Correspondence to Robert J. 
Myers”). A further consideration was mentioned in the mid-1980s 
by Social Security Commissioner Dorcas R. Hardy. She complained 
to President Reagan that some Social Security beneficiaries tried 
to circumvent the earnings test by not reporting income to the 
government, and that in this way the test “has driven a large under­
ground economy” (in Pear 1987: 6). 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 disincen­
tive, and would bolster the economy by retaining skilled workers 
(in Pear 1987: 6). These changes, many with lower fertility levels, 
which will reduce the number of younger minimum-wage workers, 
and a fiscal crisis in the Social Security trust funds, have led policy­
makers to view increasing the retirement age and liberalizing the 
earnings test, both of which encourage employment of the elderly, 
as justifiable and equitable.

In an increasingly zero-sum economic context, equity was an 
portant issue. The crises of the origins phase of Social Security and 
this period of retrenchment created win-lose dilemmas, while pros­
perity created win-win successes. The 1977 and 1983 amendments 
also illustrated that during periods of crisis the state bureaucracy 
had to rely more heavily on its established constituency of benefi­
ciaries to carry the flag. The SSA and Congress were clearly in no 
position to take strong stands on the issues, and politically insu­
lated bipartisan commissions framed legislation. President Reagan 
was unable to implement his proposed Social Security reforms 
and was essentially forced to return to a bipartisan commission. 
Congress, for its part, welcomed the bipartisan option.

In the final chapter, I shall summarize some of the key theoreti­
cal and substantive points made so far, and briefly discuss some 
issues that are likely to dominate the Social Security agenda of the 
future.

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 (CR 1983: H974)

Senator CarlT. Curtis (R-Nebraska): "What assurance 
do the future beneficiaries have that they will ever get their 
benefits?”

Secretary of Health, Education, and Welfare Wilbur J. 
Cohen: “The assurance is that a particular generation of 
taxpayers will tax themselves to pay for it.”

-(CR1977: 36470-71)
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allow us to determine what is unique and what reappears as a pat­
tern. It also allows us to assess causality. What instrumentalists call 
corporate liberal planning is actually adaptation and implemen­
tation of certain business, industrial, and financial interests after 
these groups were forced to deal with the new legislation. Indeed, 
the realization that many representatives of capital were opposed 
to Social Security legislation in the 1930s is precisely what makes 
the idea of the relative autonomy of the state so compelling. The 
recognition of state autonomy is often applied to state policymak­
ing developments in the 1930s. However, the emphasis on certain 
cross-sectional moments overlooks the fact that powerful inter­
ests eventually prevailed. A focus on more isolated time periods 
also overlooks the centrality of the economic, political, social, and 
demographic context.

The second point that emerges from this research relates to the 
importance of treating the state, capital, labor, and other interest 
groups as central explanatory variables while focusing on specifi­
able organizational actors. The advantages of highlighting organi­
zational actors stem in part from the ease with which later schol­
ars can replicate one’s findings. And certainly, the more abstract 
theoretical concepts of “the state,” “capital,” “labor,” and “elderly 
advocate groups,” obscure interesting dissension, or shifts in politi­
cal power, that occur within these groups. For example, the relative 
autonomy of the state during the Great Depression was primarily 
the autonomy of President Roosevelt; even then, it is difficult to 
separate Roosevelt’s autonomy from the very real fears of domestic 
anarchy that prevailed in the early 1930s. The Great Depression 
created a crisis that undercut the long-standing leverage of power­
ful organizations, yet the state autonomy that existed ranged from 
only some to little. Roosevelt had some autonomy, the Social Secu­
rity Board had less than Roosevelt but more than Congress, and 
Congress had the least.

The important point is that there are different pressures and 
different opportunities evident in the roles of President, congres­
sional representative, and state bureaucrat. Though the President 
and congressional representatives are elected by the people, their 
terms in office, degree of authority vested, and visibility of roles 
are very different. And state bureaucrats are quite another cate­

gory, which, depending on the economic and political climate, can 
assume either a lesser or a greater role in the political debates.

Autonomy among state actors varies not only at one point in 
time but also across time (Polsby 1986: 152, 204). In the early 
years, partly because of resistance from organizations represent­
ing capital and Southern congressional Democrats Congress was 
fairly constrained, but in the later years, when old-age insurance 
was more widely accepted, it managed to pass many of the more 
liberal programs that program bureaucrats had wanted from the 
beginning. Similarly, the more controversial Social Security legis­
lation of 1977 and 1983 occurred in odd-numbered, nonelection 
years, whereas the extensions or expansions of the 1950s and 1960s 
occurred during even-numbered years.

And though the early SSB had more autonomy than Congress, 
it was not an entirely autonomous force during the origins period; 
Social Security bureaucrats actually had more autonomy during 
the prosperity of the 1950s and 1960s. The success of the program 
contributed to its legitimacy, and in a context of low unemploy­
ment, rising wages, and low dependency ratios, radical new pro­
grams were adopted. It was during this time that disability and 
hospital insurance benefits were enacted. These long-desired pro­
grams had heretofore been opposed by the powerful lobbies of the 
American Medical Association and the insurance industry, which 
later discovered ways to turn the programs to their advantage.

The model presented here uses organizational actors as the unit 
of analysis. In this way, we add precision to our methodology by 
specifying which political organizations or state bureaucracies are 
being addressed. Beginning with organizations as the unit of analy­
sis, generalizations can then be made, using organizational actors 
as evidence. When more abstract terms are employed at the outset 
(e.g., labor, capital, and the state), it is not always clear which orga­
nizational actors are being considered as representative of these 
more macrolevel categories.

Through organizational specification, we can analyze these orga­
nizations to determine in what ways they resemble or differ from 
other organizations of a similar type. For example, the early Busi­
ness Advisory Council was not an independently formed group 
of business representatives. It was an arm of the Department of
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nizational persistence is not as big a factor during crises periods 
because interests are harder to define, especially for groups. For 
these reasons, social movements and radical ideas are most likely 
to have an audience—windows of opportunity—during these criti­
cal junctures. All institutions and organizations have the potential 
to act autonomously at all times, but issues related to timing and 
time greatly affect their visibility and long-term success.

Organizational persistence renders some groups more effective 
than others in having their agenda met. Organizations that persist 
over time are less distracted by issues related to timing, and be­
cause of this continuity they are more likely to be the key players 
when the time is ripe for a new idea. A fundamental reason that 
the early SSB was unable to institute a full-fledged Social Security 
program was that it was a new organization, struggling to attain ac­
ceptance and legitimacy, but it was its bureaucratic organizational 
persistence that eventually secured the program that embodied 
the dreams of the early founders. Organizational persistence is one 
important factor that sets apart organizations such as the SSA, 
NAM, and the U.S. Chamber of Commerce from the more sporadic 
or relatively short-lived and resource-poor social movements such 
as those led by Dr. Townsend, Huey Long, and Father Coughlin.

Three noteworthy features of old-age insurance demonstrate its 
organizational persistence. First, the SSA has generally faced less 
uncertainty than many organizations. It is a monopoly provider 
that, historically, has had access to coercion. In the early years, 
supporters of Social Security used many “state” resources (e.g., 
the Supreme Court, the President, and the Congress), to ensure 
passage of the original legislation and compliance with the law.

Second, Social Security is currently a seemingly inviolable in­
stitution in American culture. When President Reagan proposed 
changes to the program in the 1980s, the public outcry was deafen­
ing. Indeed, if we view institutionalization as a variable, the Social 
Security program has a thriving history. The personnel of the SSA 
have generally been careerist executives with long-term vision, and 
there is a strong emphasis on service in the organizational culture. 
For example, “When a new SSA administrator announced that she 
wanted more field offices to open during the evening and on week­
ends and to allow beneficiaries to make appointments (rather than 

Commerce under the Roosevelt administration. This sort of group 
cannot be compared with the National Association of Manufactur­
ers or the U.S. Chamber of Commerce in terms of their support 
of Social Security. Representatives of capital were divided in their 
attitudes toward Social Security in 1935. More specifically, once 
the NAM and the U.S. Chamber of Commerce had lost some of the 
initial battles over Social Security, they attempted to mold existing 
legislation to their best interests. The bulk of historical evidence 
from various studies indicates that welfare reform legislation is en­
acted in steps, and that “although some employers supported the 
laws, they did so because they had lost the battle at an earlier stage” 
(Steinberg 1982: 214).

There was also interest in the cash benefits of Social Security 
from many other groups besides those representing capital. Some 
labor unions in the 1930s had emptied their unemployment, strike, 
and pension funds, and embraced the notion of social insurance. 
Groups of workers who were excluded from the original legislation 
began lobbying Congress for inclusion soon after the first benefits 
were paid in 1940. Business and industrial associations also began 
to accept and push for increases in Social Security, but to single 
them out as the only important set of key lobbyists is a dubious 
conclusion given the overall context. This is not to say that Social 
Security has offended or alienated business, industry, the medi­
cal profession, and the insurance industry. On the contrary, these 
groups have used Social Security to their advantage.

In addition, this analysis treats as variables the concepts of 
organizational persistence, interests and incentives, coalition for­
mation, time and timing, and ideology. In this way, it highlights 
both variations within organizations over time, and variations between 
organizations at a given point in time. The emphasis on organization­
environment interrelationships over time illustrates the variation 
within organizations such as the Social Security Administration, 
the NAM, the U.S. Chamber of Commerce, the AFL-CIO, and 
the AARP regarding their ability to promote their agenda. During 
periods of crisis, organizations tend to be affected by their environ­
ment, whereas during periods of calm they are in a better position 
to act upon that environment.

Major crises or changes require hypothetical thinking. Orga­
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show up and wait in line), the field offices . .. welcomed what many 
other government agencies would have viewed as an objection­
able burden” (Wilson 1989: 35-36). Because of this administrative 
success, the SSA has never had to face a serious challenge to its 
jurisdiction (Kaufman 1981: 161-64). The American public is gen­
erally accepting of the payroll tax. Social Security identification 
numbers, and the prospects of benefits during retirement. During 
the early years, political discourse reflected no such complacency 
about these issues.

Finally, the sheer number of people affected by old-age insur­
ance also contributes to its organizational persistence. These num­
bers influence the relative and absolute dollar amounts of Social 
Security income and expenditures compared with other federal 
programs. Much like the concept “too big to fail” in private organi­
zations such as, banks and auto manufacturers, the Social Security 
program generally commands much political attention. The main 
point here is that each of these atypical features contributes to 
the bureaucracy’s ability to shape its environment. Other political 
organizations are more often subjected to being acted upon.

The interactions between organizations and the larger eco­
nomic, political, social, and demographic environment are essen­
tial pieces of any political puzzle. Clearly, the context within which 
organizational actors attempt to exercise power or influence greatly 
shapes both their perceptions of their interests and their success 
in promoting policies that address those interests. Issues related to 
timing and windows of opportunity are influenced by the larger en­
vironmental context. Even though these circumstances are beyond 
organizational control, organizations that persist are better posi­
tioned to articulate their interests when the time is right. It follows 
that such organizations have more control over the environment 
in which they operate. Once entrenched, the SSA was a powerful 
force in advocating and justifying program expansion.

Coalition formation is also important in pushing forward new 
political initiatives. State actors involved with old-age insurance 
legislation were not generally neutral arbiters. The degree to which 
Roosevelt and his hand-picked lieutenants shaped the direction 
of Social Security does not accord with a pluralist image of out­

comes negotiated between a myriad of relatively equal political 
actors. Interested actors within the state, from Roosevelt and the 
early SSB, to the SSA, Congress, and the Treasury Department, 
were 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 and interests of their 
own. And as political insiders, with ready access to each other, im­
portant information, and other political resources, they often have 
an advantage over political outsiders. It was true that political out­
siders, such as the unemployed and the Townsendites in the tggos, 
were important voices in the call for change. But in the case of 
Social Security, it was a very diffuse, indirect pressure that called 
for something to be done. It was not an equal sharing of power 
wherein all interests had a role in writing the actual legislation. 
In addition, the cross-class coalitions created by old-age insurance 
have been central to its endurance and political acceptability.

Time perspective and timing are also important variables for 
organizational actors in the political arena. This is overlooked by 
instrumentalist arguments, which assume too much foresight and 
rationality on the part of representatives of business and indus­
try. James O’Connor maintains that powerful economic interests 
sought Social Security legislation as a way of socializing the costs 
of an inefficient mode of production; but in the 1930s, the NAM 
and the U.S. Chamber of Commerce did not anticipate the benefits 
of Social Security. Although these groups did eventually learn to 
socialize the costs of the payroll tax by lowering wages and increas­
ing prices, it was an unplanned adaptation that occurred several 
years after the original legislation.

What we witnessed in the period of expansion during the 1950s 
and 1960s was the coincidence of interests of the SSA, the AFL- 
CIO, the NAM, the U.S. Chamber of Commerce, and elderly advo­
cate groups like the American Association of Retired Persons and 
the National Council of Senior Citizens. This concurrence of inter­
ests was what fueled the massive expansion. It was not simply one 
elite group of powerful people pushing for expansion. In the long­
term evolution of legislation, powerful interests did, quite clearly,
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sistence, interests and incentives, coalition formation, time and 
timing, and ideology. To do this, we need more middle-level speci­
fication of notions such as the state, capital, labor, and elderly 
advocate groups. Different organizational actors under these more 
abstract categories behave in very different ways.

Good theoretical frameworks should also have predictive capa­
bilities. Generally, it is tenuous to extrapolate to the future, and 
certainly it is difficult to predict the exact contextual dynamics of 
the future. Nevertheless, there are some possibilities that are more 
likely than others, given the organizational framework suggested 
here. The following possibilities are based on discussions of the 
future of Social Security, recorded in government documents.

The Future of Social Security

A review of the events of the past 55 years of Social Secu­
rity legislation strongly indicates that the economic, political, and 
demographic context will continue to shape Social Security legisla­
tion as well as the power exercised by different interest groups. In 
suggesting issues of the future, we can also look to other advanced 
industrial countries, many of which developed old-age insurance 
programs well before the United States. They are not thriving:

Since the 1970s all such democracies have endured a fiscal crisis.... Inter­
national economic recession has brought the cold grip of “stagflation” to 
many nations at a time when Keynesian strategies of macroeconomic man­
agement no longer seem certain to ensure steady economic growth with­
out rising unemployment. Large population cohorts covered by mature 
pensions systems are aging and retiring, while increasing numbers of indi­
viduals cannot depend upon traditional family ties for help during periods 
of difficulty. Economic pressures and social trends have thus combined to 
spur widespread consternauon about the future of public social programs 
in the Western nations. (Weir, Orloff, and Skocpol 1988: 3)

There is no question that high rates of unemployment and in­
flation will be detrimental to the trust funds in the future. At least 
until 2010, however, the overall effects of poor economic perfor­
mance will not create the sort of crisis experienced in the late 
1970s. The reason stems from a favorable demographic situation. A 
large number of baby boomers will be in their peak earning years,

have an impact, but it was far more the result of limited ratio­
nality and an unplanned adaptation than it was the outcome of a 
conscious, rational, forward-looking strategy.

The time perspective of state actors varies as well. Certainly 
for Presidents, success is measured using a relatively short-term 
perspective. Members of Congress, too, do not generally focus on 
long-term actuarial estimates but instead concentrate on what in­
fluential constituents want at a particular point. At the opposite 
end of the continuum, the SSA was generally staffed with personnel 
who had a long-term agenda that they pursued in an incremental 

fashion.
Ideological shifts in the broader society and those promoted by 

old-age insurance supporters are also vital to this analysis. Before 
the massive poverty brought on by the Great Depression, most 
Americans were philosophically opposed to a mandatory tax for 
old-age insurance. With the onset of the Great Depression, and 
Dr. Townsend’s proposal for $200 monthly pensions, Americans 
considered social security in a new light. The radical flank effect of 
the Townsend Plan made Social Security look reasonable by com­
parison and in that way it provided some of the impetus for this 
dramatic social experiment.

Similarly, over time, the American public’s expectations about 
the program have changed. Social Security altered people’s way of 
thinking about aging and retirement. The gradual shift from dis­
cussions of equity to discussions of adequacy reflects the power of 
the SSA to promote its ideology regarding old-age insurance. En­
trenched bureaucracies can be a powerful force that can affect the 
broader environment by mobilizing constituents and thus ensur­
ing their own longevity. Both versions of conflict theory discussed 
here (i.e., instrumentalist and structuralist) downplay the impor­
tance of ideas and the relative autonomy of noneconomic aspects 
of society.

To come to any conclusions for theory construction, we 
need theoretical frameworks that squarely situate political events 
in their appropriate macroeconomic context and also address 
organizational-level and ideological dynamics. Our understand­
ing of the interactions between organizations and environments 
is enhanced by considering the variables of organizational per­
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Fig. 4. The baby boom generation, annual births, 1929-1979. (Source: 
U.S. Bureau of the Census)

Medicare to deal with this problem will only place a heavier burden 
on the trust funds.

Several conditions suggest that baby boomers will have a dispro­
portionate degree of political power with regard to Social Security. 
First, the sheer number of persons involved means that elected 
officials will pay close attention to their concerns (see Fig. 4 for 
the imminent wave of retiring boomers). A Dallas-based Ameri­
can Association of Boomers claimed 21,000 members in the early 
1990s (Hendricks 1992), and as boomers age, they are likely to 
follow the high-turnout voting patterns of contemporary elderly. 
In addition, because these workers will be the first major group of 
retirees to have paid into Social Security throughout their entire 
working lives, they are likely to reach retirement with a greater 
sense of entidement than any other cohort of retirees. Finally, the 
Congressional Research Service estimates that by 2030, it will take 
average retirees eighteen years to get back the equivalent of what 
they and their employers paid into the system, with interest; in 
1980, that figure was 2.8 years (DeParle 1993). For all these rea­
sons, the SSA and Congress will probably have to respond to this 
group for a certain amount of policy direction, or face the electoral 
consequences.

■z.

and because of the tax rate and earnings base increases instituted 
in the 1977 and 1983 amendments they will contribute relatively 
large amounts to the trust funds (Weaver 1990). But it is this group 
of people who will pose enormous problems for Social Security 
when they reach retirement age.

The demographic profile of the American population reveals 
that baby boomers put pressure on existing hospitals when they 
were born, on school systems when they were educated, on the 
labor market when they looked for work, and on the housing 
market when they tried to buy homes. Landon Y. Jones writes, “De­
mographers use the vaguely discomfiting metaphor of a ‘pig in a 
python’ to describe the resulting motion of the baby-boom bulge 
through the decades as it ages” (1980: 2). It will be no different for 
Social Security. The low dependency ratios of the first few decades 
of the program are gone forever. Estimates are that by 2029, there 
will be 78 million baby boomers retired, making non-wage earners 
the largest group in the population; today’s dependency ratio of 
3.3 to 1 will fall to less than 2 to 1 (Dain Bosworth, Inc. 1990: 1).

Undeniably, unless there are major changes in coverage, there 
will be more burdensome dependency ratios in the future. In 1982, 
the annual report of the Social Security Board of Trustees esti­
mated that by the year 2030, the tax rate for all three Social Secu­
rity programs will have to be 33 percent of gross income simply 
to sustain existing benefit levels (see CR 1983: H981). Economists 
also point out that retirees in 1989 got back S3.50 for each dollar 
paid into the system, but persons in their twenties and thirties will 
get back less than $1 for each dollar they put into the pot (San 
Antonio Light 1989c: E4).

But it is not just the sheer number of persons retiring that 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 a great deal 
into the system, and they have higher expectations for their post­
retirement lifestyle. With life expectancy increasing over time, they 
will also place a further burden on the system by living longer and 
longer. Not surprisingly, long-term health care is now a major issue 
of concern, to the elderly as well as to their children, who must 
make decisions about caring for them. Programs developed under
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Hughes said that the earnings exemption could be extended to 
other areas in which there are shortages, such as skilled nursing, 
with the nation eventually repealing the earnings limit altogether.

The SSA officially opposed the child-care connected plan for two 
reasons. First, cost estimates from the Congressional Budget Office 
were $85 million over five years. Second, Deputy Social Security 
Commissioner Louis Enoff told the House subcommittee that two 
other concerns were the massive elimination of the earnings test, 
and trying to administer a method of picking and choosing which 
earnings would be exempt. However, Carolyn Golding, deputy as­
sistant labor secretary, took no position on the legislation, but told 
the subcommittee that premature retirement “becomes a real cost 
to the individual workers, the employer and the nation. There is 
much to be gained by using older workers to meet the needs for 
day care” (in Benac 1989b).

Congressional documents reveal two other methods that have 
been suggested to ease the burden of these oppressive dependency 
ratios. One is for the government to develop policies to encour­
age increased fertility. This policy has the obvious disadvantage 
of taking a number of years before labor force effects are felt in 
terms of creating a new group of workers who pay Social Security 
payroll taxes. The other method is for the government to encour­
age immigration from foreign countries. Both suggestions reflect 
the increasingly tight coupling of the Social Security system with 
other aspects of the economy and public policy, and the historic 
reliance on adding more taxpaying workers to the program to bol­
ster the trust funds. Just as a chain letter requires new friends to 
add to the list, Social Security requires new groups to “pay as we 
go.” This, plus the generally short-term orientation in the political 
arena means that immigration increases are likely to be the option 
chosen. Indeed, we have recently seen the raising of quotas in 
this area.

The use of indirect general revenue financing will probably con­
tinue. These strategies hide the overall economic costs of the pro­
grams, and they are a politically acceptable solution to shortfalls in 
the trust funds. In other words, this less visible method of taxation 
will continue to prop up the system for as long as the level of aware­

It is also unlikely that any state actor will have the kind of au­
tonomy given Roosevelt during the Depression or the SSA during 
the 1950s and 1960s. In the first place, the political and economic 
visibility of the Social Security program has increased over time, 
and as increasing numbers of citizens are covered by the program, 
the program has come under closer scrutiny on account of its fiscal 
weight. Second, the maturing of Social Security means that legis­
lative options are increasingly constrained, tightly coupled, and 

zero-sum.
The constraints facing Social Security bureaucrats and the in­

credible political power of elderly advocate groups indicate the 
nature of the policies that will probably be advocated. For example, 
in addition to an 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 jobs. McDonald’s restaurants actively recruit 
older workers to fill the void left by teenagers; they report that 
these workers are more reliable, mature, and responsible (Ritzer 
1993). Newspaper executives have also experienced the shortage 
of younger workers to deliver newspapers and have turned to the 
elderly as replacements (Bacha, personal communication).

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 that they will fight for their rights to continue working 
if they so desire. There are also proposals to encourage the elderly 
to work longer in areas of great social need. For example, two mem­
bers of a subcommittee of the House Select Committee on Aging, 
Representatives Tom Tauke (R-Iowa) and William Hughes (D-New 
Jersey), the acting chairman, introduced legislation to exempt the 
earnings of child-care workers aged 65 or older from the Social 
Security earning limits. They noted that the proposal would en­
courage older Americans to work longer and help meet the nation’s 
daycare needs. “Why shouldn’t we attempt to match needs such as 
child care to the desire to get older Americans who have so much 
to offer back into the workforce?” Hughes asked (in Benac 1989b).
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versity of Chicago, and former commerce secretary Peter Peterson 
were quoted on this issue in an interview' published in Business Week. 
Becker noted:

“It makes little sense to give Social Security benefits to the many elderly 
households with sizable earnings and assets. The budget deficit and the tax 
burden on workers would greatly ease, and poorer households could be 
treated better, if only poorer households . . . were eligible for Social Secu­
rity income.” Becker is not the only person making this radical suggestion. 
Investment banker and former commerce secretary Peter Peterson told 
Time magazine: “The idea of spending hundreds of billions of dollars on 
entitlements ... to people who really don’t need it, when we could take a 
much smaller amount and really help the poor and the children, is really 
an unforgivable way of allocating resources at a time like this.” (in Hunger 

Action Forum 1990: 1).

Katy Butler, in a June 1989 article in Mother Jones laments that 
she and other baby boomers have become “the first downwardly 
mobile generation since World War II,” and she suggests that 
younger people learn from the elderly, who organized into the 
powerful AARP, and lobby for more benefits for their generation — 
like the Earned Income Tax Credit, an income-support program 
for poor working families that Congress expanded in 1986. Butler 
notes that today, “the over-50 age group has a higher after-tax in­
come per capita than the under-50 age group." And she adds: “On 
the last night of a [recent] visit with my parents, we all went to the 
movies. My mother and father got a senior-citizens’ discount” (in 
San Antonio Light 1989a: 16). Large benefits to wealthy beneficia­
ries will be less politically defensible if other groups register their 
discontent; equity values might fade. This development is already 
occurring, as Lubove (1986: 180) observes: “Although the system 
has always been weighted in favor of lower-paid workers, the ‘re­
forms’ of 1977 and 1983 drastically increased the redistributionist 
and welfare component.”

If the shift to means testing continues, however, there are im­
portant implications for old-age insurance. First, this will leave a 
vacuum in the provision of pensions for those whose incomes are 
higher. Given that private pension funds provide a pool of capi­
tal for private business and industry to invest, these private plans 
may fill the void left by Social Security. In the context of trouble­

ness remains low. Until some politically powerful group chooses 
to mobilize against this trend, it will be the method of choice for 
legislators.

These forms of indirect general revenue financing not only hide 
the overall costs of the Social Security program but also shift the 
emphasis from the health of the Social Security trust funds as a 
separate budget concern to the health of the overall federal budget. 
Whether this distinction is any longer truly meaningful is ques­
tionable: as Carolyn Weaver notes, “It is not immediately obvious 
whether the social security surpluses are being saved and invested 
for future years or spent on current consumption” (1990: 1). Mem­
bers of Congress are, however, aware of the dynamics between 
general revenues, means testing, and political defensibility. Senator 
Carl T. Curtis (R-Nebraska), discussing old-age insurance, noted 
in the Congressional Record: “The minute you change it and dip into 
the general fund, you have ruined it; because after the appropri­
ating 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’” (CR 
tg??: 36450) .What occurs is that general revenue financing places 
Social Security in more direct competition with other programs; 
indeed, the political debates of the 1990s often note that “even en­
titlements” will be placed on the agenda of potential budget cuts. 
These dynamics were the reason that Roosevelt wanted a payroll 
tax earmarked specifically for Social Security in 1935.

Means testing, in a variety of forms, is likely to be an issue 
in the future. Ross Perot suggested during the 1992 presidential 
campaign that wealthy Americans who did not need their old-age 
insurance benefits could elect to return them to the trust fund. In 
the more zero-sum context envisioned in the future, with greater 
awareness that early participants in the program have received 
benefits vastly in excess of contributions, these sorts of appeals 
are likely to be heard more often. Perot’s suggestion represents a 
“voluntary means testing,” but it is means testing nevertheless.

In letters mailed to the National Commission on Social Secu­
rity Reform during the early 1980s, many individuals favored a 
means test for the cost-of-living adjustments (USNA “Correspon­
dence with Commission Members, July 6-November 5, 1982”). 
Gary Becker, a professor of economics and sociology at the Uni­
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edged that elderly women and members of minority groups are at 
a high risk of slipping below the poverty line. The poverty rate for 
children, and especially black and Hispanic children, and female­
headed households with children under eighteen years of age is 
sobering (see Table 13). Approximately one out of every five chil­
dren in the United States lives a life of poverty, and close to half of 
all black children do. The issue here is one of allocation of scarce 
resources and notions of equity across generations, social classes, 
and racial boundaries.

The Social Security program grew out of the desperate condi­
tions 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 1960s and 
the establishment of powerful lobbies on behalf of the elderly, we 
have been relatively successful in meeting the social welfare needs 

table 13
Poverty Rates Among Children, the Elderly, and the General Population, 

ipSp-iggo

some reserves, the SSA and Congress would welcome such relief. 
This development could grant private providers much political 
leverage.

Congress could also alter regulations pertaining to individual 
retirement accounts to encourage those who are able to do so to 
provide for their own retirement. There is support for such a move. 
A recent study reported:

The U.S. savings rate fell sharply after Congress slashed tax deductions for 
individual retirement accounts. . . .

[Senator Lloyd Bentsen (D-Texas)J called for restoring partial tax de­
ductions on contributions to IRAs instead of cutting the capital gains 
tax. . . . “Now, if we’re going to be less dependent on foreign investment 
and foreign loaning of money to us, then we have to increase the savings 
rate in this country. . . . [After the tax deductions regarding IRAs were 
changed in 1986] savings rates dropped substantially in this country—and 
they were already low. . . . IRAs generate savings which otherwise would 
not occur.” (San Antonio Light 1989b: By)

The second implication of means testing of old-age insurance, 
and an adverse effect of such a policy shift, would be that if the 
better off among us are taken care of by private initiatives, impor­
tant political support for the program will be eroded. Members 
of the upper and middle classes, and interest groups representing 
them, must be attended to with regard to their positions on old-age 
insurance.

Many contemporary scholars of 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 its success is that it acts as 
one homogeneous group. In truth, however, the elderly constitute 
an incredibly diverse group—with differences not only in physio­
logical health but also in life experiences determined by social 
class, race, sex, religion, and ethnicity. Elderly advocate groups do 
not generally emphasize this heterogeneity when discussing Social 
Security.

One generalization that we can make, however, is that, as a 
group, the elderly are better off economically than they ever have 
been. Social Security is the most successful antipoverty program 
in the United States (Skocpol 1992)—though it must be acknowl-

Pcc.

12.8
11.4
19.6
15.1
44.2
39.7
10.7
31.9 
28.1
28.1
37.8
18.8
49.4 
56.1
57.3
50.6
58.4
39.4

Category

Total population poor
Age 65 and over poor
Children under 18 poor
Anglo children under 18 poor
Black children under 18 poor
Hispanic children under 18 poor
Whites
Blacks
Hispanics
White female householder, no husband present
White female householder with related children < 18
Whites, living alone, 65+
Black female householder, no husband present
Black female householder with related children < 18
Blacks, living alone, 65+
Hispanic female householder, no husband present
Hispanic female householder with related children < 18
Hispanics, living alone, 65+

sources: U.S. Bureau of the Census, Current Population Reports, Series P-6o. 175 and 
earlier reports. Numbers using household as a variable taken from CPS Reports, Series 169-RD. 
Measuring the Effect of Benefits and Taxes on Income and Poverty: 1989, U.S. Government 
Printing Office, Washington. D.C., 1990: 38-45.
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of this age group. Nevertheless, as the program now exists, there 
will be little equity between generations. The current needs-based 
welfare programs show this:

More than 60 percent of welfare recipients are children, aged people, or 
disabled; most of the rest are mothers with young children, and less than 
5 percent are able-bodied men, most of them unskilled workers in areas of 
high unemployment. . . . Myths abound: that welfare recipients are mostly 
black (nearly two-thirds are white); that they have many children (most 
have two or fewer); that they are on welfare indefinitely (most receive it 
for less than two years); and that welfare is a terrible burden on the tax­
payer (welfare represents 2 percent of the federal budget). (Robertson 
1987: 278)

The middle-aged cohort of taxpayers in the U.S. is in a pre­
carious position, however. They have paid all their working lives 
into a program that may require taxes of 33 percent by 2030 to 
sustain their retirement. More importantly, there is almost no con­
sciousness of this fact among baby boomers. And given that most 
of taxpaying workers have parents or other relatives who benefit 
directly from Social Security, the implications, for families, of any 
sort of cutbacks in the program are obvious. Someone must meet 
the needs of the elderly. If Social Security does not exist, the void 
will need to be met by others, and these “others” are likely to be 
family members.

The term “sandwich generation” is sometimes used to capture 
the demands on the middle-aged to care simultaneously for both 
their young children and aging parents, but to suggest that there is 
an intergenerational battle is not appropriate. Everyone ages, and 
since most of us have other family members, it seems unlikely that, 
at least within families, there are huge disagreements about Social 
Security. As Schneider, a political analyst with the American Enter­
prise Institute, notes, another reason AARP, and the senior lobby 
as a whole, is so powerful is that most Americans do not look upon 
older people as just another special interest group: “The elderly 
are not seen as a special interest because everyone expects to get 
old. . . . It’s impossible to get people of working age to oppose 
benefits for people of retirement age” (cited in Benac 1989a: J10). 
Clearly, one’s perceptions of self-interest have some part here. In

When the Bough Breaks: The Cost of Neglecting Our Children, author 
Sylvia Ann Hewlett asks:

Why do we find it easy to ration measles vaccine for eight-month-olds but 
impossible to ration triple bypass surgery for eighty-year-olds? The core 
reasons center on self-interest. While we cannot recapture our own child­
hoods, all of us anticipate being old someday. At some level we all perceive 
programs and benefits for the elderly as mechanisms through which we trans­
fer resources to ourselves in the future. The logic is as follows: If we create 
these programs and give them our uncluttered political support, the odds 
are they will be there to feather our own retirement nests. There are, in 
fact, three types of self-interest behind our generosity to the elderly: the 
swelling ranks of the elderly themselves; working-age people who “vote” 
to subsidize older people rather than assume direct responsibility for their 
own elderly parents; and working-age people who “vote” on behalf of 
themselves in the future. (1991: 148-49).

Hewlett powerfully and persuasively points out the myriad socio­
economic costs of our current course in not attending to chil­
dren’s welfare. Calculated self-interest is not behind every change 
in social welfare legislation, but we should attend to such dynamics 
nonetheless.

Thus we see that incentives to organize for future generations— 
our children —are lessened in several ways. First, as a particularly 
individualistic society historically, many Americans believe that the 
family should be a separate institution, protected from outsider 
or governmental meddling. At worst, this means that middle- or 
upper-class Americans are less concerned with the plight of all chil­
dren, since their own families are “taken care of,” both now and 
in the future. What we see historically is that often these debates 
are about social class and racial politics and the redistribution of 
income across different family units.

Second, there are very real time constraints faced by middle- 
aged cohorts in terms of political organizations, and children’s 
welfare has not generally been defined as a vital national concern. 
Third, given the lack of long-term planning in the political arena, 
there are no incentives for politicians to tackle these tough issues. 
And finally, discussing welfare programs that do benefit children, 
Robert D. Reischauer argues that a key difference between the 
social welfare policy environment of the past and the contempo­
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Critics of Social Security and Medicare have long charged that as older 
adults get more, children get less. The accusation has promoted the be­
lief that seniors are “greedy geezers” while the nation’s children are ever 
more deprived. But now the seniors are fighting to restore their image 
by helping the kids. . . . The new president of the 33-million-member 
American Association of Retired Persons listed “intergenerational action 
as her top priority when she got the job a few months ago. Just recently the 
AARP said it was teaming up with the nationwide Coalition for America’s 
Children to promote issues like health care and education for youngsters. 
(ATT 1992)

Women’s involvement will also be crucial to promoting changes 
in the area of social welfare. The social policies instituted in the 
New Deal and intervening years have generated new constituen­
cies and bureaucracies, many of them explicitly oriented toward 
the needs and values of women and children (Piven and Cloward 
1982). Women’s increasing employment in the paid labor force 
is positively correlated with their role in instrumental organiza­
tions such as business and labor unions (Klobus-Edwards, Edwards, 
and Watts 1984). More women are being elected to local, state, 
and federal government positions. Nevertheless, the question re­
mains—does the movement of women into these various arenas 
suggest that, as a group, women will alter social structures or social 
policies?

In an analysis of state-level data regarding the number of domes­
tic relations legislative components, Patricia Murphy (1991) found 
that the number of women legislators in the states was positively 
related to policies favoring women’s interests. These women’s party 
affiliations did not matter; women legislators apparently relate to 
certain social policies in a manner different from men. Children’s 
welfare might be just such an issue.

With regard to coalitions and social welfare policies specifi­
cally, Peter Baldwin (1990) notes that political solidarity emerges 
when there are cross-class coalitions of “risk communities,” that 
is, groups that share similar relations to the means of security, 
and when the redistributive implications of social welfare policies 
are held to a minimum. Indeed, the term welfare is highly stig­
matized today, and welfare policies create serious value conflicts. 
On the other hand, however, “Broader strategies may be far more 

rary situation lies in society’s expectations concerning mothers’ 
participation in the labor force. In the past, a benefit program that 
allowed mothers to remain at home with their children (AFDC) 
was “relatively uncontroversial because it conformed to the behav­
ior pattern of the majority. By the 1980s this was no longer the 
case. Public opinion polls indicate that most Americans feel that 
it is both appropriate and desirable for mothers to work outside 
the home —a sentiment that reflects reality with a vengeance. . . . 
Hence the premise underlying the basic AFDC program has begun 
to diverge increasingly from the social norm. This has undoubt­
edly undermined public support for this program” (Reischauer 
1989: 17).

If our society continues to neglect children’s welfare issues such 
as hunger, lack of medical care, inadequate day care, and the ac­
cessibility and quality of education, then we must be willing to 
ask what the long-term implications of a 20 percent poverty rate 
for children really are. Certainly, the issue of childhood poverty is 
linked to other social ills such as poor health, illiteracy, teen-age 
pregnancy, drug abuse, and juvenile delinquency.

Children cannot exercise a political voice as a generational 
group (Dahl 1989). Other age groups must lobby for their welfare; 
however, I reiterate that this is not an intergenerational issue but 
a battle over social priorities and resource expenditures. The im­
portant question for the future of children’s welfare then becomes, 
what strategies or policies will work? I suggest that several factors 
will be central to success: organizations and coalitions, education 
on these issues, an informed national debate, and voting and fund­
ing. These are all essential components in the process of finding 
politically viable solutions to these problems.

ORGANIZATIONS AND COALITIONS

First, it is clear that in contemporary society, organizations and 
coalitions of organizations are often the vehicles of social change. 
Advocates for taxpayers in Washington, D.C., argue that we need 
an organization of “Future Senior Citizens.” Even groups such as 
the AARP that typically advocate for the elderly are concerned 
about their grandchildren’s futures and the world they will inhabit. 
A 1992 New York Times article reported:
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eration, 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 security is our Nation’s Number 1 economic 
problem in the long term” (CR 1983: H978).

likely to garner long-term public support. Programs like Social 
Security have been very successful in reducing poverty among the 
elderly precisely because some redistribution was embedded in a 
broader program which aided the middle class” (Ellwood 1989: 
279). Theda Skocpol’s most recent work (1992) makes similar 
points: policies must meet the needs of both the middle class and 
the poor, and social welfare policies must be linked to socially 
valued contributions to the broader social community.

Both cross-generation and cross-class coalitions of organizations 
will be needed to facilitate sociopolitical changes in Social Security. 
A variety of studies of collective decision making at the local and 
national levels find extensive coalition-formation efforts, suggest­
ing that networks of organizational actors and exchange are signifi­
cant factors shaping the processes and outcomes of contemporary 
politics (Galaskiewicz 1979; Heclo 1978; Knoke 1983, 1986: 17; 
Knoke and Laumann 1983). It will require the massive, persistent 
organization of interested groups to retain or alter policies related 
to children’s welfare. This will be best accomplished by pooling the 
resources, energy, and commitment of various groups.

AN INFORMED NATIONAL DEBATE

Means testing of old-age insurance and intergenerational equity 
will be key concerns in the decades ahead. Using the past as our 
guide, there are two possible strategies that we could use to meet 
the tough decisions surrounding Social Security reform or “de­
distribution” (Light 1985: 4). On the one hand, we could use 
Roosevelt’s early model of setting up the Committee on Economic 
Security, or, as Reagan did, we could establish bipartisan commis­
sions to facilitate action. Proponents of this strategy argue that 
Social Security policymaking is highly complicated and politically 
volatile, so much so, that truly broad-based democratic politics 
must be put aside:

Though congressional sunshine has many advantages —more account­
ability, less hidden influence, fewer abuses of power, more access for 
the unrepresented —it also brings problems, particularly on dedistribu­
tive issues. Leadership is clearly more difficult in an open congressional 
system . . . negotiating gangs may well become the standard device for 
resolving party differences outside the public spotlight. This may be the 
era of gangs in government. With the public and interest groups firmly 
opposed to most of the major options on the dedistributive agenda, Con­
gress and the President are well advised to build pre-negotiated packages 
outside the constitutional system, returning to the normal process only at 
the last moment. (Light 1985: 234)

This orientation stems in part from concern regarding the pro­
liferation of narrowly focused interest groups, which often thwart 
our liberal democracy (Olson 1982; Thurow 1980).

I believe that the strategy of removing Social Security reform 
from the public “sunshine” is too cynical a view of the capacities 
of the American public. It is true that there is a great deal of mis­
understanding about old-age insurance; how else can one explain 
the popularity of the ideas about equity and entitlement, for a pro­
gram that will pay out relatively more to those who joined early 
as opposed to those who joined later? Social Security is compli­

EDUCATION

The musician Paul Simon has committed a great deal of money 
to financing medical clinics that specialize in children’s medical 
needs in high-demand areas. Simon explains that potentially, there 
are a number of worthy causes for him to support, but he chose 
children’s welfare because he knew it would be easy to get others 
excited about it too. Certainly we cannot blame poverty-stricken 
children for their predicament.

The government and popular media could do a better job of 
informing the American public about the future of Social Security 
and children’s welfare needs. True democratic politics is founded 
on an educated public. There must be broader education on the 
dynamics of old-age insurance and social welfare policies more 
generally. In an increasingly zero-sum context, difficult choices will 
have to be made. Representative Bill Archer (R-Texas), discussing 
the 1983 amendments, drew a historical parallel: “In 1784 Samuel 
Adams, speaking on a major national issue said, and I quote, ‘The 
necessity of the times demands our utmost circumspection, delib­
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cated, but the American public is capable of becoming educated 
about the broad outlines of important issues for the future. In 
addition, far more than in the past, the technological potential 
exists for widespread, accessible media coverage of these issues. An 
informed national debate means that we must have the basic facts 
straight about where we have been and where we might be going.

An informed national debate on these issues would allow people 
to exercise their vote wisely and plan for their futures. Politicians 
would have the protection of knowing what broad-based public 
opinion was, in order to develop policies supported by the public 
that are attuned to the longer term. Politics could be injected with 
more long-term planning, but as Nelson Polsby notes, controversy 
is necessary for an issue to become important enough to be the 
focus of our energies or research (1984: 155). Certainly, there will 
be no shortage of controversy on these issues. To assume that the 
American public is incapable of understanding some essential facts 
about the future of old-age insurance, and to assume that small 
gangs of Washington insiders know what is best for the future, is 
pessimistic at best, and arrogant at worst.

VOTING AND FUNDING

There are organizational and political dynamics suggested in 
this volume that might compromise the inclusiveness or outcomes 
of such a national debate, and children are noteworthy examples 
of political disenfranchisement. However, in a persuasively written 
account of “why Americans don’t vote,” Frances Fox Piven and 
Richard A. Cloward (1988) make three relevant points: (1) most 
people who register to vote, do vote; (2) registered voters are un­
representative of the general population, and the resulting low 
voting rates are largely the result of historic exclusionary voter reg­
istration systems established at the end of the nineteenth century; 
(3) voting does make a difference in political outcomes. Piven and 
Cloward argue that if currently excluded political groups were to 
exercise their political muscle, our current social policies and pri­
orities would reflect their input. They argue that Congress does 
pay attention to voter sentiment (e.g., the counting of telephone 
calls and mail in favor of or opposed to various proposed policies), 
and acts accordingly.

Finally, although the argument I put forth in this volume speaks 
to the power of various noneconomic factors in facilitating politi­
cal change (i.e., money is not the golden panacea), funding the 
programs that we know are effective is vital to our future well-being 
as a nation. Marian Wright Edelman, founder of the Children’s 
Defense Fund, writes of the importance of funding:

The Children’s Defense Fund was conceived in the cauldron of Missis­
sippi’s summer project of 1964 and in the Head Start battles of 1965, 
where both the great need for and limits of local action were apparent. As 
a private civil rights lawyer, I learned that I could have only limited, albeit 
important, impact on meeting epidemic family and child needs in that 
poor state without coherent national policy and investment strategies to 
complement community empowerment strategies. I also learned that criti­
cal civil and political rights would not mean much to a hungry, homeless, 
illiterate child and family if they lacked the social and economic means to 
exercise them. (1992: 11)

In 1991, the National Conference of Catholic Bishops’ Pastoral 
Letter noted: “The most important work to help our children is 
done quietly—in our homes and neighborhoods, our parishes and 
community organizations. No government can love a child and no 
policy can substitute for a family’s care, but clearly families can 
be helped or hurt in their irreplaceable roles. Government can 
either support or undermine families as they cope with the moral, 
social, and economic stresses of caring for children” (in Edelman 
1992: 80).

For those critics who argue that government involvement is 
detrimental to encouraging economic independence, Edelman re­
minds us:

Throughout our history, we have given government help to our people 
and then have forgotten that fact when it came time to celebrate our 
people’s achievements. Two hundred years ago, Congress granted federal 
lands to the states to help maintain public schools. In 1862, President Lin­
coln signed the Morrill Land-Grant Act, granting land for colleges. The 
first food voucher and energy assistance programs came, not during the 
New Deal or the War on Poverty, but at the end of the Civil War, when 
Congress and President Lincoln created the Freedman's Bureau. Federal 
help for vaccinations, vocational education, and maternal health began, 
not with Kennedy, Johnson, and Carter, but under Madison, Wilson, and 
Harding, respectively. (1992: 90).

216 Conclusions
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Part of the dilemma in providing funding for children’s welfare 
programs is that many welfare benefits must first pass through the 
hands of their parents. If some do not wish to condone the “bad 
behavior” of poor children's parents (for example, their mothers 
not working in the paid labor force), then certainly there are pro­
grams that can be supported that benefit children directly. Head 
Start, the school lunch program, and quality day care are a few 
such examples.

Once we find programs such as Head Start that make a large dif­
ference in children’s lives in the long run—and as such are highly 
cost-effective (Ellwood 1989: 288)—we must fund these programs 
in such a way that they are available to all who qualify. This sort 
of program provides substantial assistance to the low-income work­
ing population, while increasing the incentive of welfare recipients 
to enter the workforce (Reischauer 1989: 40). For precisely these 
reasons, this type of program is most likely to attract a broad base 
of political support.

In order to address concerns regarding children’s welfare and 
our country’s future, perhaps enfranchised groups—adult voters— 
will choose to represent children’s issues. There is moral injus­
tice in our current course of society-wide child neglect, as well as 
serious socioeconomic costs associated with this neglect. Organiza­
tions such as the Children’s Defense Fund are important political 
voices for children’s interests, but meeting or not meeting chil­
dren’s needs involves issues that eventually affect each and every 
one of us.
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