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U N D E R T H E P R E S E N T sys tem of o ld -age 
a n d s u r v i v o r s i n s u r a n c e , t h e a n n u a l 
e x p e n d i t u r e f o r benef i ts is expected t o 
r ise s teep ly f o r m a n y years , as t h e r e 
s u l t o f t h e r ise i n t h e n u m b e r o f b e n e 
f i c i a r i e s a n d i n average bene f i t p a y 
m e n t s . B o t h these increases w i l l o c 
c u r w h e t h e r o r n o t coverage is e x 
t e n d e d o r b e n e f i t a n d e l i g i b i l i t y p r o v i 
s ions a r e l i b e r a l i z e d . 

T h e p l a n n i n g o f t h e f i n a n c i n g of 
these m o u n t i n g f u t u r e costs o f b e n e 
f i t s raises m a n y quest ions o f l e g i s l a 
t i v e p o l i c y . N o o t h e r aspect o f o l d -
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age a n d s u r v i v o r s i n s u r a n c e is l i k e l y t o 
p resent m o r e ser ious p i t f a l l s . " I n t h e 
h i s t o r y o f soc ia l i n s u r a n c e t h r o u g h 
o u t t h e w o r l d , " s a i d t h e C h a i r m a n 
o f t h e S o c i a l S e c u r i t y B o a r d i n a r e 
c e n t s t a t e m e n t before t h e Senate 
C o m m i t t e e o n F i n a n c e , " t h e m a j o r 
d i f f i c u l t y o f soc ia l i n s u r a n c e systems 
has been t h e l a c k o f adequate f i n a n c 
i n g o f o l d - a g e r e t i r e m e n t b e n e f i t s . " 1 

O f t e n t h e f r a m e r s of r e t i r e m e n t 
systems have f a i l e d t o u n d e r s t a n d t h e 
i m p o r t a n c e o f m a k i n g advance f i n a n 
c i a l p r o v i s i o n t o m e e t t h e h e a v y bene 
f i t l o a d w h i c h develops o n l y a f t e r 
some decades o f o p e r a t i o n . A s a r e 
s u l t , i f bene f i t e x p e n d i t u r e s b e g i n 
t o o u t r u n rece ipts f r o m c o n t r i b u t i o n s , 
t h e l e g i s l a t u r e is f a ced w i t h t h e d i f f i -
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c u l t y o f m a k i n g l a r g e u n e x p e c t e d i n 
creases i n c o n t r i b u t i o n ra tes , p r o v i d 
i n g a c o n t r i b u t i o n o u t o f g e n e r a l t a x 
revenues, o r r e d u c i n g b e n e f i t a m o u n t s , 
o r some c o m b i n a t i o n o f these pos 
s i b i l i t i e s . 

E v e n w h e n t h e r e q u i r e m e n t s o f 
s o u n d f i n a n c i n g a r e recogn ized i n 
p r i n c i p l e , d e t e r m i n a t i o n o f t h e spe
c i f i c p r o v i s i o n s necessary t o give e f 
f e c t t o t h i s f i n a n c i a l p o l i c y invo lves 
m a n y d i f f i c u l t decisions. T o f o recas t 
f u t u r e d i s b u r s e m e n t s o f a n o ld -age 
a n d s u r v i v o r s i n s u r a n c e system, 2 e s t i 
m a t e s m u s t e x t e n d over severa l dec 
ades a n d over a v a r i e t y o f d e m o 
g r a p h i c a n d economic f a c t o r s whose 
f u t u r e t r e n d s c a n n o t be foreseen w i t h 
a n y degree o f assurance . F o r e x 
a m p l e , changes i n b i r t h ra tes , m o r t a l 
i t y ra tes , age d i s t r i b u t i o n s , f a m i l y 
c o m p o s i t i o n , a n d o t h e r s i m i l a r e l e 
m e n t s , w h i c h are basic i n d e t e r m i n i n g 
t h e size o f t h e covered p o p u l a t i o n a n d 
t h e n u m b e r o f benef i c iar ies , c a n n o t be 
p r e d i c t e d w i t h c e r t a i n t y f o r a h a l f 

2 S u c h f o r e c a s t s are r e q u i r e d u n d e r t h e 
p r o v i s i o n s o f s e c t i o n 201 ( b ) o f t h e S o c i a l 
S e c u r i t y A c t A m e n d m e n t s o f 1939. See 
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c e n t u r y or m o r e . 3 I t is even m o r e d i f 
ficult t o f o recas t t r e n d s i n s u c h eco
n o m i c f a c t o r s as wage levels a n d e m 
p l o y m e n t p a t t e r n s , u p o n w h i c h d e 
p e n d n o t o n l y t h e size o f benef i ts t o 
be p a i d b u t also t h e a m o u n t of c o n 
t r i b u t i o n s u n d e r t h e i n s u r a n c e sys 
t e m . 

U n c e r t a i n as these forecasts m u s t 
be, t h e y c a n n o t be a v o i d e d i n o l d - a g e 
i n s u r a n c e , i n w h i c h bene f i t r i g h t s a c 
c r u e over m a n y years . L e g i s l a t o r s 
a n d a d m i n i s t r a t o r s respons ib le f o r t h e 
a d o p t i o n a n d o p e r a t i o n o f s u c h a sys 
t e m i n e v i t a b l y m a k e decis ions based 
o n t a c i t , i f n o t s t a t e d , a s s u m p t i o n s 
as t o f u t u r e t r e n d s i n rece ipts a n d 
d i s b u r s e m e n t s . Because o f t h e serious 
dangers of u n s o u n d financial p l a n 
n i n g , c a r e f u l a d m i n i s t r a t o r s t h e r e f o r e 
are b o u n d t o exp lo re as f u l l y as pos 
sible t h e f a c t u a l a n d a n a l y t i c basis 
f o r those decisions. 

P a r t l y as a r e s u l t o f t h e i r s i g n i f i 
cance i n p r i v a t e i n s u r a n c e , t h e d e m o 
g r a p h i c f a c t o r s i n a c t u a r i a l forecasts 
have been e x p l o r e d i n cons iderab le d e 
t a i l . T h e p r o b l e m s i n v o l v e d i n e s t i 
m a t i n g f u t u r e t r e n d s i n b i r t h a n d 
m o r t a l i t y r a t e s have been f a i r l y w e l l 
de f ined . Economis t s , o n t h e o t h e r 
h a n d , have se ldom a t t e m p t e d t o a n a 
lyze t h e e lements e n t e r i n g i n t o a n 
e s t i m a t e of t r e n d s i n e m p l o y m e n t a n d 
e a r n i n g s over a h a l f c e n t u r y . 4 T h i s 
h e s i t a t i o n t o dea l w i t h t r e n d s e x t e n d 
i n g f o r so l o n g a p e r i o d is e n t i r e l y u n 
d e r s t a n d a b l e , s ince present d a t a a n d 
a n a l y t i c a l t e chn iques do n o t p r o v i d e 
t h e means of f o r e c a s t i n g such t r e n d s 
w i t h a n y degree o f c e r t a i n t y . E v e n 
f o r m u c h s h o r t e r per iods , say of 5 or 
10 years , p r e d i c t i o n s as t o t h e be 
h a v i o r of t h e m a n y f a c t o r s a f f e c t i n g 
e m p l o y m e n t a n d e a r n i n g s are l i k e l y 
t o prove f a r f r o m cor rec t . Y e t , i n 
o ld -age a n d s u r v i v o r s i n s u r a n c e a r e c 
o g n i t i o n o f s u c h economic f a c t o r s is 
basic t o s o u n d financial p l a n n i n g . 

T h e f o l l o w i n g discussion is a n e f f o r t 
t o o u t l i n e b r i e f l y t h e m a j o r economic 
c o n s i d e r a t i o n s t h a t w i l l a f fect f u t u r e 
i n c o m e a n d d i s b u r s e m e n t s u n d e r t h e 
sys tem. Q u a n t i t a t i v e conc lus ions 
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are n o t a t t e m p t e d . I n f a c t , some o f 
t h e f a c t o r s w h i c h m u s t be t a k e n i n t o 
a c c o u n t , such as i n s t i t u t i o n a l changes , 
c a n n o t be m e a s u r e d . 

I n e s t i m a t i n g t h e rece ipts of t h e 
o ld -age a n d s u r v i v o r s i n s u r a n c e sys
t e m , t h e basic c o n s i d e r a t i o n s are t h e 
t a x r a t e a n d t h e t o t a l t a x a b l e p a y r o l l , 
w h i c h depends o n t h e n u m b e r of 
w o r k e r s i n covered e m p l o y m e n t each 
y e a r a n d o n t h e i r a n n u a l t a x a b l e 
e a r n i n g s . I n e s t i m a t i n g d i s b u r s e 
m e n t s , t h e basic e conomic c o n s i d e r a 
t i o n s are t h e i n d i v i d u a l e m p l o y m e n t 
a n d e a r n i n g s p a t t e r n s of a l l covered 
w o r k e r s , w h i c h d e t e r m i n e t h e n u m 
ber o f i n s u r e d w o r k e r s a n d t h e e a r n 
i n g s o f i n d i v i d u a l i n s u r e d w o r k e r s , 
w h i c h i n t u r n d e t e r m i n e bene f i t 
a m o u n t s . T h u s , t h e p r i n c i p a l eco
n o m i c f a c t o r s i n v o l v e d i n cost e s t i 
m a t e s m a y be g r o u p e d f o r ana lys i s 
u n d e r t w o m a i n head ings , " e m p l o y 
m e n t " a n d " e a r n i n g s . " 

Employment 
Population.—Fundamental t o a n y 

l o n g - r a n g e es t imates o f i n c o m e a n d 
d i s b u r s e m e n t s are forecasts o f t h e 
size o f f u t u r e p o p u l a t i o n s , t h e n u m 
ber o f persons i n t h e l a b o r force , t h e i r 
age a n d sex c h a r a c t e r i s t i c s , a n d t h e 
size a n d c o m p o s i t i o n o f f a m i l i e s i n 
w h i c h t h e y w i l l be g r o u p e d . O u r aged 
p o p u l a t i o n has been g r o w i n g p r o g r e s 
s ive ly a n d , as t h e p r o p o r t i o n o f c h i l 
d r e n decl ines , m a y be expected t o 
have a r e l a t i v e l y g rea ter n u m b e r o f 
persons i n t h e l a b o r force . T h e a v e r 
age age of w o r k e r s has also been i n 
c reas ing , a f a c t w h i c h i n i t s e l f m a y 
t e n d t o increase t h e average wage. 
Because f a m i l i e s are g r a d u a l l y b e c o m 
i n g s m a l l e r , f e w e r w o m e n are r e s p o n 
sible f o r t h e care o f s m a l l c h i l d r e n ; 
t h i s change increases t h e n u m b e r o f 
p o t e n t i a l w o r k e r s a n d t e n d s t o l o w e r 
t h e average wage. A l l these f a c t o r s 
are v i t a l t o e s t imates o f i n c o m e . O n 
t h e o t h e r h a n d , t h e age c o m p o s i t i o n 
o f t h e l a b o r f o r ce a n d t h e f a m i l y 
c o m p o s i t i o n o f t h e p o p u l a t i o n are also 
v i t a l t o e s t imates o f f u t u r e d i s b u r s e 
m e n t s . 

Labor force.—The n u m b e r o f p e r 
sons e m p l o y e d is l i m i t e d m o r e s t r i c t l y 
b y t h e l a b o r f o r c e — t h e t o t a l n u m b e r 
of persons able a n d w i l l i n g t o w o r k — 
t h a n b y t h e t o t a l p o p u l a t i o n . T h e 
r e l a t i v e size o f t h e l a b o r f o r ce , e x 
pressed as a per centage o f p o p u l a t i o n , 
is n o t s t a t i c . I t shows seasonal , c y c l i 

c a l , a n d secular v a r i a t i o n , as w e l l as 
p r o n o u n c e d changes d u r i n g m a j o r 
w a r s . 

U s u a l l y t h e seasonal peak i n t h e 
l a b o r force comes i n m i d s u m m e r a n d 
t h e l ow p o i n t i n J a n u a r y o r F e b r u a r y . 
I n c y c l i c a l v a r i a t i o n s , t h e r e seems to 
be a t e n d e n c y f o r t h e l a b o r f o r ce to 
e x p a n d w h e n business c o n d i t i o n s are 
e i t h e r v e r y good o r v e r y b a d . P e r 
sons n o t u s u a l l y i n t h e l a b o r force are 
p r e s u m a b l y i n d u c e d t o go t o w o r k i n 
boom t i m e s because i t is easy t o get 
jobs a t good pay , a n d t h e y a r e c o m 
pe l l ed t o seek w o r k d u r i n g deep de 
pressions because t h e e a r n i n g s of t h e 
m a i n f a m i l y b r e a d w i n n e r are i n a d e 
quate . 

I n t h e pas t , t h e secular increase i n 
t h e r e l a t i v e size o f t h e l a b o r force has 
r e s u l t e d m a i n l y f r o m i m m i g r a t i o n 
a n d t h e l a r g e increase i n t h e p e r 
centage o f w o m e n g a i n f u l l y employed . 
A t t h e same t i m e , t h e l e n g t h e n i n g of 
t h e n o r m a l p e r i o d o f c h i l d h o o d , i n 
creased s c h o o l i n g , c h i l d - l a b o r l e g i s l a 
t i o n , t e c h n o l o g i c a l changes , a n d t h e 
dec l ine i n t h e b i r t h r a t e h a v e c u t d o w n 
t h e r e l a t i v e n u m b e r o f c h i l d r e n e m 
p l o y e d , t h o u g h n o t e n o u g h t o offset 
t h e increase i n t h e n u m b e r o f e m 
p l o y e d w o m e n . A l t h o u g h p r o p o r t i o n 
a t e l y m o r e w o m e n m a y be g a i n f u l l y 
e m p l o y e d as a r e s u l t o f t h e w a r , 
t h e increase over t h e n e x t 50 years 
m a y n o t be as g r e a t as i t has been 
over t h e l a s t 50 or 60 years . T h e size 
o f t h e l a b o r f orce , t h e r e f o r e , is s u b 
j e c t t o suc h d y n a m i c fluctuations t h a t 
a census based o n t h e s i t u a t i o n d u r i n g 
a s ing le week c a n n o t r e p r e s e n t ac 
c u r a t e l y even t h e y e a r i n w h i c h i t is 
t a k e n . 

Coverage.—The p r o v i s i o n s o f t h e 
Soc ia l S e c u r i t y A c t , as w e l l as t h e oc
c u p a t i o n a l d i s t r i b u t i o n of t h e e m 
p loyed l a b o r f orce , d e t e r m i n e the 
p r o p o r t i o n of t h e l a b o r f o r ce i n cov
ered e m p l o y m e n t a t a n y t i m e . As l ong 
as coverage is i n c o m p l e t e , t h e r e w i l l 
a l w a y s be some s h i f t i n g be tween cov
ered a n d n o n c o v e r e d e m p l o y m e n t . 5 

s A m o n g t h e v a r i o u s Bulletin a r t i c l e s 
o n t h i s p r o b l e m , see e s p e c i a l l y M u r r a y , 
M e r r i l l G . , a n d W e r m e l , M i c h a e l T. , 
" M o v e m e n t o f W o r k e r s I n t o a n d O u t of 
Covered E m p l o y m e n t , 1937 a n d 1938," 
V o l . 4, N o . 2 ( F e b r u a r y 1 9 4 1 ) , p p . 12-16; 
S l o m i n , H e r m a n , " S t a t e a n d R e g i o n a l D i f 
f e rences i n C o v e r e d E m p l o y m e n t a n d 
T a x a b l e Wages , 1939," V o l . 5, N o . 1 ( J a n u 
a r y 1 9 4 2 ) , p p . 3 5 - 4 4 ; B r o n s o n , D . C., 
" W a r t i m e F e d e r a l C i v i l i a n E m p l o y e e s a n d 
O l d - A g e a n d S u r v i v o r s I n s u r a n c e , " V o l . 
5, N o . 7 ( J u l y 1 9 4 2 ) , p p . 2 8 - 3 2 ; a n d Safler, 



E x p e r i e n c e has p r o v i d e d some basis 
f o r e s t i m a t i n g t h e " i n - a n d - o u t m o v e 
m e n t " u n d e r present coverage. I f 
coverage were u n i v e r s a l , t h i s p r o b l e m 
w o u l d o f course become r e s t r i c t e d t o 
m o v e m e n t s b e t w e e n e m p l o y m e n t a n d 
u n e m p l o y m e n t . 

S h o r t - t e r m covered e m p l o y m e n t 
a n d u n e m p l o y m e n t . — S h o r t - t e r m cov 
ered e m p l o y m e n t is o f t w o k i n d s : t h a t 
caused b y h i g h e m p l o y m e n t peaks i n 
seasonal i n d u s t r i e s , s u c h as canner i es 
a n d p r e - C h r i s t m a s r e t a i l t r a d e , w h i c h 
u s u a l l y d r a w u p o n housewives , s t u 
d e n t s o n v a c a t i o n , a n d o t h e r s n o t 
n o r m a l l y i n covered e m p l o y m e n t ; a n d 
t h a t caused b y t h e s l a c k e n i n g o f w o r k 
i n r e g u l a r y e a r - r o u n d i n d u s t r i e s . 
F o r persons r e g u l a r l y i n t h e l a b o r 
f orce , s h o r t - t e r m e m p l o y m e n t means 
p a r t - t i m e u n e m p l o y m e n t . 

I n t h e d e p t h s o f t h e depress ion 
i n 1933 t h e n u m b e r o f u n e m p l o y e d 
persons was e s t i m a t e d a t 16 m i l 
l i o n . I n t h e week o f M a r c h 24-30, 
1940, w h e n business c o n d i t i o n s were 
f a i r l y good, a b o u t 8 m i l l i o n persons 
were e i t h e r l o o k i n g f o r jobs o r else e n 
gaged o n emergency w o r k c rea ted b y 
t h e G o v e r n m e n t . E v e n n o w , i n t h e 
m i d s t o f l a b o r shortages c r e a t e d b y 
t h e d e m a n d s f o r f u l l - s c a l e w a r p r o 
d u c t i o n , t h e r e a r e s t i l l a b o u t t h r e e -
q u a r t e r s o f a m i l l i o n u n e m p l o y e d 
persons . T h i s " f r i c t i o n a l u n e m p l o y 
m e n t " consists a l m o s t e n t i r e l y o f p e r 
sons i n t h e process o f s w i t c h i n g f r o m 
j o b t o j o b , a n d w i l l a l w a y s be a f a c t o r 
as l o n g as employees c h a n g e jobs . 
U n e m p l o y m e n t , i n s u c h ins tances , is 
u s u a l l y v e r y b r i e f . 

T h e average d u r a t i o n o f u n e m p l o y 
m e n t is m u c h l o n g e r i n peace t ime 
t h a n i n w a r , n o t o n l y because j obs are 
scarcer b u t also because t h e i n d i v i d 
u a l has m o r e d i f f i c u l t y f i n d i n g t h e 
k i n d o f w o r k f o r w h i c h is h e f i t t e d 
a n d t h e w o r k i n g c o n d i t i o n s h e p r e 
fers . T h e p r o b l e m is i n t e n s i f i e d b y 
t e c h n o l o g i c a l u n e m p l o y m e n t . W h i l e 
t e c h n o l o g i c a l advances m a y r e s u l t i n 
u p g r a d i n g some m e n , t h e u s u a l course 
is a d o w n g r a d i n g f r o m s k i l l e d t o s e m i 
s k i l l e d a n d t o some e x t e n t t o u n 
s k i l l e d s t a t u s , w i t h o n l y i n t e r m i t t e n t 
j obs f o r t h e l a r g e r body o f w o r k e r s 
w h o have been l a i d off . These d i s -

F r e d , U s e e m , J o h n , and Q u l n n , W a l t e r , 
" F a r m e r s a n d F a r m L a b o r e r s in E m p l o y 
m e n t C o v e r e d b y O l d - A g e a n d S u r v i v o r s 
I n s u r a n c e , " V o l . 6, N o . 6 ( J u n e 1 9 4 3 ) , 
p p . 18 -24 . 

p laced w o r k e r s m u s t face u n e m p l o y 
m e n t f o r m u c h l o n g e r per iods because 
t h e i r s k i l l s a r e n o l o n g e r o f v a l u e ; a n d 
t h e y m u s t a d j u s t themselves t o o t h e r 
l ines o f w o r k , g e n e r a l l y a t l o w e r ra tes 
o f pay . A r e a l i s t i c l o n g - r a n g e e s t i 
m a t e o f u n e m p l o y m e n t i n i n d u s t r i e s 
covered b y o l d - a g e a n d s u r v i v o r s i n 
surance m u s t a l l o w f o r n o r m a l f r i c 
t i o n a l u n e m p l o y m e n t , as w e l l as t e c h 
n o l o g i c a l , a n d u n d o u b t e d l y some v o l 
u m e o f c y c l i c a l , u n e m p l o y m e n t . 

Effect of employment conditions on 
retirement.—The l a r g e n u m b e r o f i n 
sured w o r k e r s aged 65 a n d over w h o 
have n o t r e t i r e d , a n d t h e s u b s t a n t i a l 
n u m b e r w h o h a d r e t i r e d b u t n o w 
h a v e r e t u r n e d t o w o r k , i l l u s t r a t e t h e 
effect o f e m p l o y m e n t c o n d i t i o n s u p o n 
t h i s aspect o f d i s b u r s e m e n t s . T h e r e 
w i l l a l w a y s be some e l i g i b l e w o r k e r s 
w h o p r e f e r t o w o r k w h i l e t h e y are 
able , r a t h e r t h a n t o r e t i r e , a n d t h i s 
n u m b e r c a n be expected t o r e a c h s u b 
s t a n t i a l p r o p o r t i o n s d u r i n g t h e e x 
p a n s i o n phase o f t h e business cycle. 6 

T h e effect o f business e x p a n s i o n u p o n 
t h e r a t e of r e t i r e m e n t w i l l be t o s low 
d o w n d i s b u r s e m e n t s , b o t h a b s o l u t e l y 
a n d as a p e r c e n t a g e o f p a y r o l l s . 
Converse ly , d i s b u r s e m e n t s w i l l r ise i n 
t i m e s o f depress ion . 

Earnings 
T o be use f u l f o r e s t i m a t i n g d i s 

b u r s e m e n t a n d i n c o m e u n d e r t h e p r e s 
e n t o ld -age a n d s u r v i v o r s i n s u r a n c e 
sys tem, es t imates o f e a r n i n g s m u s t be 
i n t e r m s o f t h e d i s t r i b u t i o n o f w o r k 
ers by a m o u n t o f a n n u a l e a r n i n g s i n 
covered e m p l o y m e n t . T h e c o m p o 
n e n t e l ements of suc h e a r n i n g s are 
m o n e y wage ra tes a n d l e n g t h o f t i m e 
w o r k e d i n a year . Some o f t h e i m 
p o r t a n t forces i n f l u e n c i n g t h e m o v e 
m e n t of these e l ements are c o m m o n 
t o b o t h , b u t o t h e r s are n o t . I t is 
t h e r e f o r e des i rab le t o analyze t h e m 
separate ly . 

Money wage rates.—Money wage 
ra tes are a " p r i c e " e l e m e n t i n t h e 
e c o n o m y ; t h e y are t h e r e f o r e i n f l u 
enced t o some e x t e n t b y a l l t h e forces 
a f f e c t i n g t h e m o v e m e n t o f pr ices . 
Some o f these forces are " l o c a l , " i n 
t h a t t h e y bear m a i n l y o n m o n e y wages 

6 Third Annual Report of the Board of 
Trustees of the Federal Old-Age and Sur
vivors Insurance Trust Fund, S e n a t e 
C o m m i t t e e P r i n t , 1943, p p . 10 -13 , t a b l e s 
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of al l workers or of p a r t i c u l a r groups; 
other, a n d by f a r the most important , 
forces are general , i n t h a t they affect 
the economy as a whole a n d p r a c t i 
cal ly every element i n i t . T h e r e is , 
of course, a complex interact ion 
among the forces affecting the whole 
economy, but for purposes of analys is 
they must be treated individually. 

Major w a r s . — O n e o f t h e m o s t i m 
p o r t a n t in f luences o n t h e leve l o f 
m o n e y wages i n t h e p a s t has been t h e 
s i t u a t i o n p r o d u c e d b y m a j o r w a r s . 
D u r i n g a n d i m m e d i a t e l y f o l l o w i n g 
each prev ious m a j o r w a r , t h e level o f 
m o n e y wages, l i k e t h e genera l leve l o f 
pr ices , has r i s e n g r e a t l y as a r e s u l t 
o f b o t h i n f l a t i o n a r y w a r f i n a n c e a n d 
t h e s h o r t a g e of l abor c r e a t e d b y t h e 
r e c r u i t m e n t of a r m i e s a n d t h e p r o d u c 
t i o n of w a r goods o n a la rge scale. 
B u t , u n l i k e t h e g e n e r a l level o f prices , 
t h e level o f m o n e y wages has never 
r e t u r n e d a f t e r a m a j o r w a r t o a n y 
w h e r e n e a r t h e p r e - w a r leve l , m a i n l y 
because o f increased p r o d u c t i v i t y o f 
l a b o r a n d t h e co l l ec t ive b a r g a i n i n g 
agreements be tween l a b o r u n i o n s a n d 
employers . As a r e s u l t , t h e genera l 
level o f m o n e y wages has been i n 
c reas ing since t h e C i v i l W a r . 

T h i s exper ience is b e i n g repeated 
d u r i n g t h e p r e s e n t w a r . Average 
h o u r l y e a r n i n g s h a v e a l r e a d y r i s e n 
a l m o s t 50 p e r c e n t above t h e p r e - w a r 
f i g u r e . A l t h o u g h t h i s r ise has been 
d u e i n a l a r g e measure t o w i d e s p r e a d 
o v e r t i m e w o r k a n d t o t h e u p g r a d i n g 
o f m a n y w o r k e r s , i t also ref lects a c o n 
s iderable increase i n basic h o u r l y wage 
ra tes . I f G o v e r n m e n t wage c o n t r o l s 
are r e l a x e d i m m e d i a t e l y a f t e r t h e w a r , 
a n d i f a n i n f l a t i o n a r y b o o m develops, 
average h o u r l y earn ings m a y c o n t i n u e 
t o r i se . T h e leve l o f m o n e y wages 
a f t e r t h e w a r w i l l p r o v i d e a n e w base 
l i n e f r o m w h i c h t o p r o j e c t a c t u a r i a l 
es t imates a n d a b o u t w h i c h t h e o t h e r 
forces i n f l u e n c i n g m o n e y wages w i l l 
p l a y . 

Cyclical and other fluctuations in 
the price level.—Although t h e m o v e 
m e n t of m o n e y wage ra tes is c o m p a r a 
t i v e l y s lugg i sh outs ide o f w a r per iods , 
t h e level o f m o n e y wages does c h a n g e 
f r o m t i m e t o t i m e between w a r s . 
S ince t h e e n d of t h e C i v i l W a r , wages 
have u s u a l l y fluctuated d u r i n g s u c h 
per iods i n f a i r l y close r e l a t i o n t o t h e 
p r i c e l eve l , l a g g i n g s o m e w h a t b e h i n d 
i n t i m e a n d a m p l i t u d e o f m o v e m e n t . 
M o n e y wages have d e c l i n e d i n each 



severe depress ion a n d h a v e r i s e n 
a f t e r w a r d as t h e g e n e r a l p r i c e l eve l 
recovered . D u r i n g per i ods i n w h i c h 
t h e m o v e m e n t i n t h e p r i c e l eve l was 
n o t m a r k e d , s u c h as 1898-1914 a n d 
1923-28, t h e l eve l o f m o n e y wages 
m o v e d i n h a r m o n y w i t h t h e g e n e r a l 
l eve l o f pr ices . I t seems f a i r l y c l ear 
f r o m t h e h i s t o r y o f t h e l a s t 60 years 
t h a t m o n e y wages c a n n o t m o v e f o r 
a n y e x t e n d e d p e r i o d o u t o f s tep w i t h 
t h e p r i c e leve l . 

I t is t h e r e f o r e o f t h e u t m o s t i m 
p o r t a n c e t h a t e x p l i c i t a s s u m p t i o n s be 
m a d e c o n c e r n i n g t h e m o v e m e n t of 
t h e p r i c e l eve l d u r i n g t h e p e r i o d t o be 
covered b y t h e a c t u a r i a l e s t i m a t e s . 
S u c h a s s u m p t i o n s s h o u l d t a k e i n t o 
a c c o u n t c y c l i c a l f l u c t u a t i o n s as w e l l 
as t h e secular m o v e m e n t o f t h e p r i c e 
l eve l . 

Per iods f o l l o w i n g g r e a t w a r s i n t h e 
pas t h a v e u s u a l l y been ser ious ly a f 
f ec ted b y t h e i n f l a t i o n a r y f i n a n c i n g o f 
G o v e r n m e n t o p e r a t i o n s d u r i n g t h e 
w a r s . T h e present w a r also is b e i n g 
f i n a n c e d p a r t l y , t h o u g h n o t e n t i r e l y , 
b y b o r r o w i n g f r o m c o m m e r c i a l b a n k s , 
a m e t h o d w h i c h is p o t e n t i a l l y i n f l a 
t i o n a r y . A f t e r t h e g r e a t w a r t i m e 
d e a r t h o f d u r a b l e c o n s u m e r goods a n d 
c e r t a i n types of c a p i t a l goods h a s been 
m e t , some t i m e a f t e r t h e w a r , t h e r e 
w i l l be t h e p o s s i b i l i t y of a severe eco
n o m i c depress ion . M o r e o v e r , l a r g e 
segments o f t h e e conomy, s u c h as 
a g r i c u l t u r e , m a y h a v e g r e a t d i f f i c u l t y 
i n a d j u s t i n g t o t h e c h a n g e d economic 
s i t u a t i o n , a n d t h i s , t oo , m a y h a v e r e 
percuss ions t h r o u g h o u t t h e economy. 
I n v i e w o f t h e m a g n i t u d e of t h e a d 
j u s t m e n t r e q u i r e d , a v e r y s u b s t a n t i a l 
p a r t o f t h e 20 t o 30 years f o l l o w i n g 
t h e w a r m a y be ser ious ly af fected b y 
d e v e l o p m e n t s a r i s i n g o u t o f t h e w a r . 

A s w i l l be i n d i c a t e d below, G o v e r n 
m e n t e conomic p o l i c y w i l l be espe
c i a l l y i m p o r t a n t i n t h e p o s t - w a r p e 
r i o d . Prec i se ly w h a t t h i s p o l i c y w i l l 
be a n d h o w ef fect ive i t w i l l be is o f 
course u n k n o w n . Neverthe less , i f a c 
t u a r i a l e s t imates are t o be m a d e f o r 
t h i s p e r i o d , a l l these possible deve l op 
m e n t s m u s t be t a k e n i n t o a c c o u n t . 

Increase in productivity of the eco
nomic system.—The g r e a t increase i n 
t h e p r o d u c t i v i t y o f t h e economic sys
t e m d u r i n g t h e l a s t c e n t u r y has e n 
ab led h o u r l y a n d w e e k l y m o n e y wages 
t o increase i n r e l a t i o n t o t h e p r i c e 
l eve l , a n d a t t h e same t i m e a l l o w e d 
h o u r s o f w o r k per week t o be g r e a t l y 

reduced . P r o d u c t i v i t y seems l i k e l y t o 
increase even m o r e r a p i d l y i n t h e f u 
t u r e , b u t t h e effect o f t h i s r i se o n t h e 
level o f m o n e y wages is b y n o m e a n s 
k n o w n . M o n e y wages somet imes have 
r e m a i n e d s tab le f o r f a i r l y l o n g per iods 
w h i l e t h e p r o d u c t i v i t y o f l a b o r was 
i n c r e a s i n g ; a t o t h e r t i m e s , m o n e y 
wages have o u t s t r i p p e d p r o d u c t i v i t y . 
T h e r e is no obvious s i m p l e h a r m o n i 
ous r e l a t i o n s h i p be tween these t w o 
e lements . T h e r e f o r e , t o a t t e m p t t o 
e s t i m a t e t h e f u t u r e m o v e m e n t o f 
m o n e y wages o n t h e basis o f p r o b a b l e 
changes i n p r o d u c t i v i t y , w i t h o u t r e 
g a r d t o t h e o t h e r forces a f f e c t i n g t h e 
e conomy, w o u l d be q u i t e u n s a t i s 
f a c t o r y . 

Changes in the structure of the 
covered labor force.—Money wage 
r a t e s v a r y w i d e l y b y i n d u s t r y , b y oc 
c u p a t i o n , b y size o f f i r m , b y g e o g r a p h 
i c a l a r e a , b y degree o f u n i o n o r g a n i z a 
t i o n , a n d b y age, race , a n d sex c o m 
p o s i t i o n o f t h e l a b o r force . A n y 
average r a t e r e p r e s e n t i n g t h e g e n e r a l 
l eve l o f m o n e y wages f o r a p a r t i c u l a r 
p e r i o d o f t i m e is , t h e r e f o r e , a c o m 
pos i te s u m m a r i z i n g m a n y v a r y i n g 
r a t e s w e i g h t e d a c c o r d i n g t o t h e n u m 
ber o f w o r k e r s p a i d a t each r a t e . 
Changes i n t h e average f r o m t i m e t o 
t i m e , t h e r e f o r e , m a y r e s u l t f r o m 
changes i n t h e c o m p o s i t i o n o f t h e i n 
d u s t r i a l l a b o r f o r ce as w e l l as i n t h e 
g e n e r a l l eve l o f m o n e y wage r a t e s . 

I t is v i r t u a l l y imposs ib le , h o w e v e r , 
t o i so la te t h e effects o n m o n e y wage 
ra tes o f t h e m a n y d i f f e r e n t changes 
i n t h e c o m p o s i t i o n o f t h e i n d u s t r i a l 
l a b o r f o r ce i n t h e p a s t 80 years , a n d 
to d i s t i n g u i s h these changes f r o m 
those assoc iated w i t h m o v e m e n t s o f 
m o n e y wage r a t e s . Some o f t h e 
changes i n t h e c o m p o s i t i o n o f t h e 
l a b o r f o r ce h a v e t e n d e d t o increase 
t h e average wage r a t e , w h i l e o t h e r 
changes g o i n g o n a t the same t i m e 
t e n d e d t o reduce i t . 

A n e x a m p l e o f t h e f o r m e r is t h e i n 
crease i n t h e n u m b e r o f w o r k e r s e m 
p loyed b y l a r g e f i r m s , w h i c h g e n e r a l l y 
p a y h i g h e r wage ra tes t h a n s m a l l 
f i r m s . E x a m p l e s o f changes w h i c h 
h a v e t e n d e d t o reduce t h e average are 
t h e l a r g e increase i n t h e r e l a t i v e 
n u m b e r o f w o m e n w o r k e r s , whose a v 
erage r a t e s o f p a y are 35-45 p e r c e n t 
less t h a n those o f m e n , t h e increase 
i n t h e n u m b e r o f s e m i s k i l l e d w o r k e r s 
a t t h e expense of skilled w o r k e r s , a n d 

t h e g r o w t h o f i n d u s t r y i n t h e S o u t h , 
w h e r e ra tes o f p a y are l o w e r t h a n i n 
t h e N o r t h a n d W e s t . 

I n f o r e c a s t i n g changes i n m o n e y 
wage r a t e s , a n y changes i n t h e c o m 
p o s i t i o n of t h e covered l a b o r f o r ce 
w h i c h c a n be a n t i c i p a t e d s h o u l d , o f 
course, be t a k e n i n t o a c c o u n t . P e r 
h a p s t h e r e l a t i v e n u m b e r o f w o m e n 
a n d o f o l d e r w o r k e r s w i l l c o n 
t i n u e t o increase . I t seems l i k e l y , 
h o w e v e r , t h a t t h e m o s t i m p o r t a n t 
c hang e , a n d one w h i c h w o u l d h a v e a 
cons iderab le effect o n t h e l eve l o f 
m o n e y wages i n covered e m p l o y m e n t , 
is t h e e x t e n s i o n o f coverage t o a g r i 
c u l t u r a l a n d domes t i c w o r k e r s a n d 
poss ib ly t o t h e s e l f - e m p l o y e d . 

Institutional changes.—Of t h e 
m a n y i n s t i t u t i o n a l changes s ince t h e 
C i v i l W a r , t h r e e a r e o f p a r t i c u l a r i m 
p o r t a n c e . T h e f i r s t is t h e g a i n i n 
s t r e n g t h o f l a b o r o r g a n i z a t i o n s ; t h e 
second, t h e i n c r e a s i n g p a r t i c i p a t i o n 
o f t h e F e d e r a l G o v e r n m e n t i n eco
n o m i c p o l i c y ; a n d t h e t h i r d , changes 
i n t h e po l i c ies o f i n d u s t r i a l m a n a g e 
m e n t . 

I n t h e years j u s t p r e c e d i n g t h e o u t 
b r e a k o f t h e p resent w a r , t h e l a b o r 
m o v e m e n t a t t a i n e d a s t r e n g t h a n d 
s t a t u s never be fore a c h i e v e d i n t h i s 
c o u n t r y a n d h a d cons iderab le p o w e r 
t o i n f l u e n c e n a t i o n a l e conomic po l i cy . 
S ince t h i s p o w e r seems f i r m l y h e l d , 
t h e i n f l u e n c e o f o r g a n i z e d l a b o r o n 
m o n e y wage r a t e s d u r i n g t h e p o s t 
w a r p e r i o d c a n n o t be neg lec ted . I t 
c a n be assumed t h a t l a b o r o r g a n i z a 
t i o n s w i l l m a i n t a i n a c o n s t a n t u p 
w a r d pressure o n m o n e y wage ra tes , 
by r e s i s t i n g r e d u c t i o n s i n t i m e of 
depress ion a n d b y d e m a n d i n g i n 
creases i n t i m e o f p r o s p e r i t y . W h e t h e r 
t h i s pressure c a n overcome t h e o p 
p o s i n g forces a c t i n g o n t h e p r i c e leve l 
m a y be ques t i onab le , b u t p r o b a b l y i t 
c a n a t least cause wage ra tes t o l a g 
f a r t h e r b e h i n d pr i ces o n t h e d o w n 
s w i n g a n d t o f o l l o w t h e m m o r e 
closely o n t h e u p s w i n g . 

G o v e r n m e n t e conomic p o l i c y , even 
i n i t s e a r l y n e g a t i v e f o r m , has a lways 
exerc ised some i n f l u e n c e o n economic 
events . T h e " s o u n d m o n e y " po l i cy 
a f t e r t h e C i v i l W a r , f o r e x a m p l e , was 
u n q u e s t i o n a b l y a n i m p o r t a n t e l e m e n t 
i n t h e 25 years ' d e f l a t i o n b e t w e e n t h e 
e a r l y seventies a n d t h e l a t e n i n e t i e s . 
B e g i n n i n g i n 1933, t h e F e d e r a l G o v 
e r n m e n t became a m u c h m o r e act ive 
p a r t i c i p a n t i n e conomic a f f a i r s . T h e 



i m p o r t a n t c h a n g e a t t h a t t i m e was 
t h e a s s u m p t i o n b y t h e G o v e r n m e n t 
o f a m o r e d e f i n i t e r e s p o n s i b i l i t y f o r 
t h e e conomic w e l f a r e of i n d i v i d u a l s . 
T h e r e was s carce ly a n e conomic g r o u p 
or i n t e r e s t w h i c h d i d n o t receive a s 
s i s tance i n one w a y o r a n o t h e r f r o m 
t h e G o v e r n m e n t . 

D u r i n g t h i s w a r , t oo , G o v e r n m e n t 
e conomic a c t i v i t y has been v a s t l y e x 
p a n d e d . A l t h o u g h t h e e x t e n t o f 
G o v e r n m e n t c o n t r o l u n d o u b t e d l y w i l l 
d i m i n i s h a f t e r t h e w a r , i t seems v e r y 
l i k e l y t h a t t h e F e d e r a l G o v e r n m e n t 
w i l l c o n t i n u e t o p l a y a n a c t i v e p a r t 
i n economic a f f a i r s . T h i s p r o b a b i l i t y 
c o m p l i c a t e s r a t h e r t h a n s i m p l i f i e s 
e conomic f o r e c a s t i n g , because o f u n 
c e r t a i n t y as t o w h a t measures w i l l 
be a d o p t e d a n d p r o v e ef fect ive . T h e r e 
is n o d o u b t , f o r e x a m p l e , t h a t t h e 
G o v e r n m e n t c a n g r e a t l y m i t i g a t e t h e 
i m p a c t of depressions, b u t t h e r e i s as 
y e t n o assurance t h a t i t c a n p r e v e n t 
t h e m . Neverthe less , t h e l i k e l i h o o d o f 
G o v e r n m e n t a c t i v i t y m u s t s o me ho w 
be t a k e n i n t o a c c o u n t i n f o r e c a s t i n g 
m o n e y wage r a t e s . 

A t h i r d i n s t i t u t i o n a l change , t h a t 
i n m a n a g e m e n t po l i c ies , also bears o n 
t h e q u e s t i o n . F o r v a r i o u s reasons, 
t h e t i m e has passed w h e n wage p o l i 
cies o f t h e l a r g e s t e m p l o y e r s w i l l r u n 
exc lus ive ly i n t e r m s o f t h e l owest 
m o n e y wage ra tes possible, as was 
usua l n o t so m a n y years ago a n d is 
s t i l l c o m m o n i n c e r t a i n h i g h l y c o m 
p e t i t i v e i n d u s t r i e s . I n c r e a s i n g l y , b u s 
iness executives are r e c o g n i z i n g t h a t 
l o w wage r a t e s do n o t necessar i ly r e 
s u l t i n l o w l a b o r u n i t costs a n d t h a t 
f r e q u e n t l y s o u n d m a n a g e m e n t c o m 
b i n e d w i t h h i g h e r m o n e y wage r a t e s 
w i l l i n f a c t l ower u n i t costs. E m p h a 
sis, t h e r e f o r e , has been g r a d u a l l y 
s h i f t i n g t o m o r e progress ive l a b o r 
m a n a g e m e n t a n d t o wage i n c e n t i v e s 
as a means o f r e d u c i n g l a b o r t u r n 
over a n d s t i m u l a t i n g l a b o r p r o d u c 
t i v i t y . 

C o i n c i d e n t w i t h t h i s change i n t h e 
p h i l o s o p h y o f m a n a g e m e n t , t h e r e has 
been a s i g n i f i c a n t increase i n t h e size 
o f e m p l o y i n g o r g a n i z a t i o n s . T h i s 
t r e n d has g i v e n a d d i t i o n a l i m p e t u s t o 
a " s c i e n t i f i c " wage p o l i c y . S u c h a 
p o l i c y , a l t h o u g h i t has b y n o means 
spread t o t h e m a n y s m a l l f i r m s i n 
c o m p e t i t i v e i n d u s t r i e s , w i l l p r o b a b l y 
have some i n f l u e n c e , t o g e t h e r w i t h 
t h a t o f l a b o r o r g a n i z a t i o n s , i n r e t a r d 
i n g t h e dec l ine o f wage r a t e s d u r i n g a 
p e r i o d of d e f l a t i o n . 

Time w o r k e d . — V a r i a t i o n s i n 
a m o u n t of t i m e w o r k e d , as w e l l as i n 
m o n e y wage rates , have a n i m p o r t a n t 
i n f l u e n c e o n average a n n u a l e a r n i n g s . 
I n t h e past s u c h v a r i a t i o n s have been 
o f t w o m a i n t y p e s : t h e d o w n w a r d 
secular t r e n d i n r e g u l a r l y scheduled 
h o u r s of w o r k per week ; a n d t h e v a r i 
a t i o n i n h o u r s o f w o r k p e r week a n d 
i n weeks w o r k e d per y e a r associated 
w i t h seasonal a n d c y c l i c a l fluctuations 
i n business a c t i v i t y a n d o t h e r causes 
of u n e m p l o y m e n t . B o t h types o f v a r i 
a t i o n m u s t be cons idered i n a n y f o r e 
cast o f a n n u a l e a r n i n g s . 

B e t w e e n 1840 a n d 1940 t h e s t a n d 
a r d w o r k w e e k was r e d u c e d f r o m 6 
days o f 12 h o u r s each t o 5 days of 8 
h o u r s , a n d b y 1940 t h e basic 4 0 - h o u r 
week h a d been w r i t t e n i n t o F e d e r a l 
l a w . T h i s r e d u c t i o n c a n be a t t r i b u t e d 
m a i n l y t o t h e increase i n t h e p r o d u c 
t i v i t y o f l a b o r , t h e e f for ts of o r g a n i z e d 
l a b o r , a n d , i n t h e years f o l l o w i n g t h e 
1929 depress ion, t o s p r e a d - t h e - w o r k 
s e n t i m e n t . 

H o u r s o f w o r k have increased d u r 
i n g t h e w a r , b u t t h i s increase is o n l y 
t e m p o r a r y . T h e r e is every reason t o 
believe t h a t t h e forces l e a d i n g t o t h e 
r e d u c t i o n i n h o u r s i n t h e years before 
t h e w a r w i l l come i n t o p l a y a g a i n 
a f t e r t h e w a r is over. O r g a n i z e d l a b o r 
has a l r e a d y i n d i c a t e d t h e 6 - h o u r d a y 
a n d t h e 3 0 - h o u r week as i t s n e w goa l , 
a n d a n u m b e r of u n i o n wage a g r e e 
m e n t s a l r e a d y s t i p u l a t e t h e 3 0 - h o u r 
week as a n o r m a l w o r k w e e k . T h u s , 
i t seems l i k e l y t h a t a n y f u t u r e i n 
crease i n l a b o r p r o d u c t i v i t y w i l l be 
p a r t l y absorbed b y s h o r t e r h o u r s o f 
w o r k , a n d t h a t a n y increase i n a v e r 
age h o u r l y e a r n i n g s w i l l be offset t o 
some e x t e n t b y t h i s r e d u c t i o n i n t i m e 
w o r k e d . 

A l t h o u g h adequate d a t a are n o t 
a v a i l a b l e o n t h e e x t e n t o f s h o r t - t e r m 
e m p l o y m e n t a n d u n e m p l o y m e n t even 
i n r e c e n t years , t h e r e c a n be n o ques 
t i o n t h a t t h e a n n u a l e a r n i n g s o f i n 
d u s t r i a l w o r k e r s have been s u b s t a n -
t a l l y r educed f r o m t i m e t o t i m e by 
t h i s cause. E v e n i n a " n o r m a l " y e a r 
t h e r e is a c e r t a i n m i n i m u m a m o u n t 
of f r i c t i o n a l a n d t e c h n o l o g i c a l u n e m 
p l o y m e n t , a n d i n a severe depress ion 
a v e r y s u b s t a n t i a l p o r t i o n o f t h e cov 
ered l a b o r f o r ce m a y be u n e m p l o y e d 
f o r v a r y i n g per iods o f t i m e . 

Severe depressions o c c u r r e d i n t h e 
1870's, t h e 1890's, a n d t h e 1930's, a n d 
a n u m b e r o f m i n o r ones i n t h e i n t e r 
v e n i n g years . I t is possible t h a t t h e 

average a n n u a l e a r n i n g s o f i n d u s t r i a l 
w o r k e r s d r o p p e d m o r e t h a n 50 p e r 
cent between 1929 a n d 1932. S ince 
average h o u r l y e a r n i n g s d r o p p e d o n l y 
a b o u t 21 per cent i n t h i s p e r i o d , m u c h 
of t h e r e d u c t i o n i n a n n u a l e a r n i n g s 
m u s t be a t t r i b u t e d t o u n e m p l o y m e n t 
a n d t o r e d u c t i o n i n h o u r s of w o r k , 
w h i c h f e l l f r o m m o r e t h a n 44 per week 
i n 1929 t o 38 i n 1932. As a r e s u l t o f 
t h e business recession, t h e average 
a n n u a l e a r n i n g s o f covered w o r k e r s 
i n 1938 were a b o u t 7 p e r c e n t less t h a n 
i n 1937, w h i l e average h o u r l y e a r n 
ings a c t u a l l y increased s l i g h t l y . 

A s was r e m a r k e d prev ious ly , t h e r e 
is abso lute ly n o assurance, despite t h e 
expanded powers a n d r e s p o n s i b i l i 
t ies o f t h e F e d e r a l G o v e r n m e n t , t h a t 
c y c l i c a l fluctuation i n business a c t i v 
i t y c a n be avo ided i n t h e f u t u r e . I t 
seems q u i t e i m p e r a t i v e , t h e r e f o r e , i n 
e s t i m a t i n g e a r n i n g s c o v e r i n g a l o n g 
p e r i o d ahead , t o m a k e some a l l o w 
ance f o r t h e effects of c y c l i ca l u n e m 
p l o y m e n t . 

Conclusion 
T h i s b r i e f ana lys i s i n d i c a t e s t h e 

c o m p l e x i t y of t h e e conomic f a c t o r s 
w h i c h m u s t be t a k e n i n t o a c c o u n t i n 
l o n g - r a n g e es t imates of i n c o m e a n d 
d i sbursements u n d e r o ld -age a n d s u r 
v i v o r s i n s u r a n c e . Because o f t h i s 
c o m p l e x i t y a n d t h e l a c k of necessary 
d a t a , t h e r e has been a t e n d e n c y i n t h e 
past t o base l o n g - r a n g e es t imates of 
e m p l o y m e n t a n d e a r n i n g s o n t h e m e 
c h a n i c a l e x t r a p o l a t i o n s of s ingle s t a 
t i s t i c a l series. T h i s t e n d e n c y h a s 
been p a r t i c u l a r l y p r o n o u n c e d i n e s t i 
m a t e s o f e a r n i n g s , w h e t h e r t h r o u g h 
t h e use of a s ing le f i g u r e f o r average 
a n n u a l e a r n i n g s f o r t h e e n t i r e p e r i o d 
o f t h e e s t i m a t e o r b y t h e use of a n 
a n n u a l average wage increased b y a 
u n i f o r m p e r c e n t each year . These 
s o l u t i o n s t o a n obv ious ly d i f f i c u l t 
p r o b l e m c a n n o t be r e g a r d e d as a l t o 
g e t h e r s a t i s f a c t o r y . 

T h e r e is a n a l t e r n a t i v e a p p r o a c h t o 
t h e p r o b l e m w h i c h m a y be ca l l ed " a n 
a l y t i c a l , " as d i s t i n g u i s h e d f r o m t h e 
m e c h a n i c a l a p p r o a c h j u s t descr ibed . 
T h i s m e t h o d requ i res e x p l i c i t a s s u m p 
t i o n s as t o t h e f u t u r e s t a t u s o f t h e 
i m p o r t a n t f a c t o r s i n f l u e n c i n g t h e 
basic s t a t i s t i c a l series before these 
series are p r o j e c t e d i n t o t h e f u t u r e . 
I n t h i s w a y , pas t exper ience c a n be 
t a k e n i n t o a c c o u n t w i t h o u t t h e t a c i t , 
a n d p r o b a b l y erroneous , a s s u m p t i o n 



o f a n exact r e p e t i t i o n o f t h i s e x p e r i 
ence. 

I n t h e pas t , f o r e x a m p l e , m a j o r w a r s 
h a v e h a d a v e r y i m p o r t a n t i n f l u e n c e 
o n t h e l eve l o f m o n e y wages. B u t i f 
i t w e r e t o be assumed t h a t n o m a j o r 
w a r w o u l d o c cur d u r i n g t h e p e r i o d 
covered b y t h e e s t imates , i t w o u l d be 
i m p r o p e r t o base a n e s t i m a t e o f f u t u r e 
e a r n i n g s o n a m e c h a n i c a l e x t r a p o l a 

t i o n o f pas t exper ience w h i c h h a d 
been g r e a t l y i n f l u e n c e d b y p r e v i o u s 
w a r s . M o r e o v e r , n o w t h a t d a t a o n 
e m p l o y m e n t a n d e a r n i n g s covered b y 
o l d - a g e a n d s u r v i v o r s i n s u r a n c e are 
a v a i l a b l e i n cons iderab le d e t a i l , d i f 
ferences based o n age a n d sex c a n be 
t a k e n i n t o a c c o u n t . 

T h e a n a l y t i c a l m e t h o d c a n n o t be 
expected , o f course, t o p r o v i d e a sure 

i n s i g h t i n t o t h e f u t u r e . I t s a d v a n 
tage is t h a t i t a t t e m p t s t o g ive d u e 
w e i g h t i n d i v i d u a l l y t o t h e i m p o r t a n t 
e l ements b e a r i n g o n t h e p r o b l e m . 
A l t h o u g h t h i s a p p r o a c h invo lves a d e 
t a i l e d a n d l a b o r i o u s p r o c e d u r e a n d 
m u s t necessar i ly r e s u l t i n a l t e r n a t i v e 
sets of a s s u m p t i o n s a n d es t imates , i t 
seems t h e m o s t r e a l i s t i c i n v i e w o f t h e 
c o m p l e x i t i e s o f t h e p r o b l e m . 


