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Techniques for Estimating the Cost of Living

at the WPA Maintenance Level for Families
of Differing Composition
By Lelia M. Easson and Edna C. Wentworth *

Ix 1Ts tenth annual report the Social
Security Board declared that “the
adequacy of an insurance system
must be judged by the extent to which
its benefits, in conjunction with in-
dividual resources, provide a reason-
able degree of security for the large
majority of beneficiaries.”* To ap-
ply this criterion of adequacy to the
benefits paid under old-age and sur-
vivors insurance, it is necessary to de-
vise some method of measuring the
resources of the beneficiaries against
a standard which can be accepted as
describing a “reasonable degree of
security.”

Facts concerning the resources of
aged persons and widows with de-
pendent children who are beneficiar-
ies under the system are available in
schedules collected in 1941-42 by the
Bureau of Old-Age and Survivors In-
surance from 3,529 beneficiary fam-
ilies in 4 surveys conducted in 7 large
cities.* The schedules include infor-
mation on the age and sex of the
beneficiaries and those with whom
they live, as well as on their employ-
ment status and income during a
1-year period.

In determining a standard of “se-
curity” for comparison with the
spendable funds of these beneficiar-
ies, it must be remembered that old-
age and survivors insurance was de-
vised for the limited objective of pro-
viding economic security through re-
placement of a portion of lost income.
Because old-age and survivors insur-
ance is based on a pay-roll tax and
represents a compulsory allocation
of the national income, the standard
should be modest—the lowest that is
socially acceptable.

One way of defining the minimum
requirements for economic security is

*Bureau of Old-Age and Survivors In-
surance, Analysis Division.

1 Annual Report of the Federal Security
Agency: Section Five, Social Security
Board, for the Fiscal Year 1945, p. 317.

2 Philadelphia and Baltimore com-
bined; St. Louis; Birmingham, Memphis,
and Atlanta combined; and Los Angeles.

to list the goods and services that will
provide the lowest level of living that
is generally acceptable. Such a list,
or budget, will include goods and serv-
ices of such quantity and quality that
health can be maintained and limited
participation in social activities can
be possible. If physiological needs are
met but only a modicum of social
ends served, the budget is often de-
scribed as “minimum adequate” or
“maintenance.”

A maintenance budget may there-
fore be considered to describe mini-
mum economic security, and the
spendable funds of a beneficiary
group® may be compared with the
cost of such a budget to determine
whether the group is able to com-
mand a corresponding level of living.
By these means it is possible to meas-
ure the extent to which the insurance
benefits, in conjunction with individ-
ual resources, provide a reasonable
degree of security. An evaluation of
this kind was undertaken by the au-
thors as part of the analysis of the
resources of old-age and survivors in-
surance beneficiaries in 1941-42.*

At any given level, budgets vary
with the maker’s intent and under-
standing, the extent to which current
consumption habits and standards are
known, the climate, goods available,
and the price levels at the time and
place to which the budgets apply.
When this work was undertaken, the
Works Progress Administration main-
tenance budget ® appeared to lend it-
self better to the purposes in hand
than others, then available, which
also represented maintenance levels.
Compared with the others the WPA
budget made neither the highest nor

3The “beneficiary group” includes the
primary beneficiary, his or her spouse, and
unmarried children under age 18, or the
widow and unmarried children under age
18.

4 See the Bulletin, July and September
1943; January, April, May, September, No-
vember 1945.

5 Works Progress Administration, In-
tercity Differences in Costs of Living in

March 1935 (Division of Social Research
Monograph XII), 1937.

lowest allowances for living. It was
described as furnishing less than
the health and decency level which
the skilled workers may hope to ob-
tain, but more than a “minimum of
subsistence” level, which provides
only for urgent current needs and
which will not maintain health over
a period of time. Moreover, for the
seven large cities in which beneficiary
surveys were made, the cost of the
WPA budget had been published for
dates near the midpoints of the survey
years.

At the request of the Seventy-
ninth Congress, the Bureau of Labor
Statistics of the Department of Labor
has been working on a budget for a -
family of the same composition as that
represented in the WPA budget (em-
ployed man, wife, boy aged 13, and
girl aged 8). While the BLS was work-
ing on the standard budget for the 4-
person family, the Social Security Ad-
ministration undertook the task of
applying parallel techniques and pro-
cedures to the preparation of budgets
for certain other types of families,
with initial efforts devoted to a mini-
mum standard budget for elderly
couples living by themselves. Since
these budgets were not available when
the methods and procedures described
here were developed and carried into
effect, they were not among the
budgets studied for possible use in
connection with the proposed analysis.

Since the WPA budget was con-
structed for a single family type, its
use in appraising the adequacy of
resources of the beneficiaries and
their spouses and children, living by
themselves or with others, involved
establishing the cost of living of each
beneficiary group at a level corre-
sponding to that described for the
4-person family in the WPA mainte-
nance budget. This conversion was
accomplished by the use of require-
ment scales, either computed by the
authors or based on published scales
of other agencies. This paper ex-
plains the method used in estimating
the cost of the budget at the WPA
maintenance level for families of
differing composition.

Estimating Cost of Living for Bene-
ficiary Groups

For persons in different age, sex,

and activity groups, requirement
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scales—or relatives—were adopted or
constructed covering the expenditure
categories of food, clothing, and mis-
cellaneous items. These scales were
adapted to 40 classes of individuals.
An allowance was also made in the
food budget for buying disadvantages
in families of fewer than 4 persons.
Housing costs, including rent, most
household operation expenses, and
the cost of household furnishings and
equipment were based on the WPA
budget allowance prorated equally to
each member, with adjustments for
families of different size. Thus, for

each beneficiary group included in.

the surveys, amounts appropriate to
each member of the group were com-
bined to derive a maintenance-level
estimate for the group. An estimate
for any other persons in the family
was obtained in the same way. The
application of these techniques as
they relate to the budget estimates in
-the several categories of consumption
was, in general, as follows.

Food.—The relative food scale used
(table 1) was based on low-cost food
budgets compiled by the Bureau of
Human Nutrition and Home Eco-
nomics, Department of Agriculture,
and priced in December 1944.

The employed man’s share of the
cost of food allowed in the WPA
budget for the particular survey area
under consideration at approximately
the midpoint of the survey year ® was
first determined. From this base, a
food budget was calculated for each
class of persons. For example, the
food budget for the WPA 4-person
family in St. Louis on June 15, 1941,
was $517.33. The number of food-
requirement units in this family, ac-
cording to the food scale adopted, is
3.74. Since the cost of food require-
ments of a man aged 21 through 64
was taken as 1.00, the cost of his food
requirements was obtained by divid-
ing the family food budget of $517.39
by 3.74, which gave $138.34 as his food
budget.

The food budget for each of the

_other classes of persons was obtained
by multiplying the cost of food for
the employed man by the food-re-
quirement relative of the class. The

¢The data collected from each bene-
ficiary group covered a period of 1 year,
ending the last day of the month pre-
ceding the date of the interview.

food relative for a man over 65 is 0.90,
for example; the food budget of such
a person in St. Louis at the specified
time, therefore, was $138.34 multiplied
by 0.90, or $124.51.

In accordance with a procedure ap-
proved by the Bureau of Human Nu-
trition and Home Economics, allow-
ances were made in the individual
food budgets to compensate for buy-
ing disadvantages in small families:

Number of persons Percent added to
in family Jfood budget

; [13.8 11103 (- S

Clothing.—The

clothing-require-
ment scale adopted was derived from
the cost-of-consumption scale for
clothing used by the BLS in connec-
tion with its study of money disburse-
ments of wage earners and clerical

workers in 1934-36." Since the anal-
ysis by age, sex, and activity was
more detailed than was necessary for
this study, relatives for certain age
intervals were averaged and a single
weighted-average relative was ob-
tained to take the place of the two
occupational relatives given by the
BLS for employed men and women.
The value of 1.00 for clothing needs
was derived in the same manner as
that for food. The clothing budget
of the WPA 4-person family in St.
Louis in the middle of June 1941 was
$165.13. Since there are 2.88 cloth-
ing-requirement units in the WPA
family? the value of 1.00 became
$165.13 divided by 2.88, or $57.34. By
applying to this amount the clothing
scale adopted, the clothing budgets
for all classes of persons were derived.
Miscellaneous items.—As far as
possible, the requirements scale for
miscellaneous items was based on the
components of this category in the
original WPA maintenance budget.
However, two categories of expense,

*Bureau of Labor Statistics, Money
Disbursements of Wage Earners and Cler~
ical Workers, 1934-36, Summary Volume
(Bulletin No. 638), 1941, p. 364.

8In computing the total number of
clothing-requirement units in the WPA
family, the relatives added were taken
directly from the BLS relative clothing~
expenditure scale with occupational
weighting for the husband. Thus the
units added were: husband, 0.90; wife,
0.88; boy of 13, 0.63; and girl of 8, 0.47.
The husband and wife were assumed to
be aged 40 and 36, respectively.

not classified as “miscellaneous” in
the original budget but included in
the group in subsequent BLS studies
of the cost of the WPA maintenance
budget, have been added. These two
categories are “household supplies,
refuse disposal, and unspecified es-
sentials” and “personal care.”

The average cost of miscellaneous
items, including the two added cate-
gories, for the 59 cities in the original
WPA budget (March 15, 1935) were
allocated to the different members as
shown in table 2. Life insurance pre-
miums allowed for individual family
members were those given in the
budget. Transportation funds were
allocated on the basis of probable need,
78 percent of the fund going to the
wage earner. School costs were
charged to the children. Recreation
expenses were arbitrarily distributed

Table 1.—Requirement scales for food,
clothing, and miscellaneous items, for per-
sons of differing age, sex, and activity?

Mis-
Age, sex, and sctivity Food Cilgtéh cellan-
eous
‘Young children:
Underd. ... 0.55|10.281 0.20
4-6..._. .66 1 .40 .29
-9 ... 781 .50 .38
10-12._. -l .92] .60 .39
Boys, in school:
1315 . 1.08{ .71 .48
.88 .61
.86 .47
1.01 .60
1.02 .45
1.021 .61
1.08 .47
1.08 . 60
. 1.09 | 1.00
. 1.08 | 1.00
. .98 | 1.00
. .87 | 1.00
. .74 1.00
. .62 1.00
. .62] 1.00
.20 .62 .74
.00 | .62 .74
.00} .45 .74
.00 | .42 .74
.00 .38 .74
.00 | .35 .74
.90 | .35 .70
.90 | 1.60 .61
.88 1 1.60 .91
1.43 .91
121 .91
03 .91
.71 .91
.7 .01
1.04 .61
1.04 .61
.97 .61
.83 61
.63 61
.40 61
.40 61

1 The sources from which the scales are derived are
discussed in the text.
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Table 2.—Allowances for miscellancous items in the 1935 WPA budges, all cities
combined, allocated to family members
Family member
Total
Item
amount :
Employed : Girl Boy
man Housewife | 003 age 13
Total .. ccccaean $301. 42 $123. 68 $75.83 $46. 40 $55. 51
Medical care. .. 52.32 13.08 13.08 13.08 13.08
Transportation. 53.96 42.00 5.04 2.28 4.64
School attendan /% 748 N . 2.46 4.91
Recreation. . __. 75.18 26.78 26.78 9.12 12. 50
Life insurance.. .. 46. 40 23.00 13.00 5.20 5.20
Church and other contributions...____._.... 15. 40 3.85 3.85 3.85 3.85
Household supplies, refuse disposal, unspeci-
fied household essentials._._.....__._._.... 23.38 5.85 5.85 5.84 5.84
Personal care - 24.87 8.08 7.60 4.17 5.02
T AXES - aecceecccereecremm e caeemcmmemm e 2.54 1.04 .63 .40 . 47

to the 4 persons in the family; each
child was given an allowance for
movies and incidentals, and the 13-
year-old boy was charged with a
small amount for club memberships
and one-fifth of the newspaper cost;
the rest of the recreation allowance
was divided equally between the par-
ents. Medical exXpenses, contribu-
tions, and the household supplies
were prorated on a per capita basis.
Expenses for personal care were pro-
rated as nearly as possible in accord-
ance with allowances in the quantity
budget published in connection with
the study of intercity differences in
cost of living.®? Taxes were assumed
to be chargeable in the same propor-
tion as all other miscellaneous
expenses combined.

Miscellaneous expenses of persons
not members of the WPA family were
budgeted for in accordance with their
age, sex, and assumed activities, on a
scale commensurate with allowances
of a similar kind made for family
members in the WPA budget. From
this schedule of amounts, a require-
ment scale was constructed, using the
amount for the employed man as 1.00.
This scale was then adopted for the
purpose of estimating the cost of re-
quirements in the ‘“miscellaneous”
category for the different classes of
persons at the time of the surveys.

In St. Loouis on June 15, 1941, the
WPA budget for “miscellaneous”
items for the 4-person family was
$326.60. The family’s total number
of requirement units of this category,
according to the scale adopted, is 2.44.

9 Works Progress Administration, Quan-
tity Budgetls jor Basic Maintenance and
Emergency Standards of Living (Division

of Social Research Bulletin No. 21), table
III, parts 1 and 2, p. 26.

The value of 1.00 ($133.85) was ob-
tained by dividing the WPA family
“miscellaneous items” budget of
$326.60 by 2.44. The amounts budg-
eted for miscellaneous items for each
class of persons in St. Louis were ob-
tained by multiplying $133.85 by the
miscellaneous items requirement unit
of the class. The relative for an un-
employed man over age 65, for ex-
ample, is 0.70; his budget in this cate-
gory, therefore, was $133.85 multi-
plied by 0.70, or $93.70.

Joint expenses—The categories
designated as “joint expenses” are
housing; ice, fuel, and electricity; and
furniture and furnishings. The cost
of requirements for “joint expenses”
has been distributed on a per capita
basis without regard to the age or sex
of the family members.

To estimate the variation in per
capita joint expenses for families
larger or smaller than the WPA 4-

person family, assumptions were
made as to the number of persons per
room and cost of the rooms. The
point of reference was the WPA 4-
person family in a 4.5-room dwelling
at the cost shown in the WPA main-
tenance budget for the survey area
and date under consideration. Re-
gardless of their use, the joint ex-
pense attributable to each of the
various rooms in the dwelling was
assumed to be the same (joint expense
divided by 4.5 rooms for the WPA
4-person family).

With the addition or subtraction of
one family member, half of the allow-
ance per room for joint expense was
added to or subtracted from the 4-
person allowance,” except that the
amount allowed for a person living
alone was arbitrarily taken as two-
thirds of the 2-person budget. The
cost per person in the 4-person family
($107.82 in St. Louis on June 15, 1941)
was taken as 1.00 and a scale con-
structed (table 3). To obtam the
amounts per person to be budgeted
for Jomt expenses in families -in the
other three survey areas, the St. Louis
scale was applied to the per capita
joint expenses in the WPA budgets

1 The allowances for rent. fuel, elec-
tricity, furniture, and furnishings are all
assumed to vary in the same ratlo with
addition or subtraction of rooms, but the
same assumption cannot be made about
ice. Its inclusion among joint expenses
therefore constitutes an {nconsistency.
The amount involved, however, is small
and does not significantly affect the
results.

Table 3.—Joint expenses at the WPA maintenance level and relative pe} capita scale,
by size of family, St. Louis, June 15, 1941

Relative scale
Cost of joint expenses per person
Number of persons in family (pec;s?i%lm
family of
Per family 2 Per person 4=1.00)
$223.62 . 62 2.07
335.43 167.72 1. 56
383.35 127.78 1.19
. 43127 107.82 1.00
479. 19 95.84 .89
527:11 87.85 81
575.03 82.15 76
622. 95 77.87 72
670. 87 74.54 69
718.79 71.88 67
766. 71 69. 70 65
814.63 67.89 63

1 Joint expenses include the following categories of
the WPA maintenance budget as published by the
U. 8. Bureau of Labor Statistics for June 15, 1941:
housing; fuel, electricity, and ice; and house furnish-

1ngs.

2 With the sddition or subtraction of 1 family
member, ap adjustment in Joint expenses was made
by adding or subtracting from the 4-person allowance

half the cost per room, or :4;: 45" The WPA family

was assumed toocecupy 4.5rooms. Anexception was
made in the case of the person living alone, whose
expense for these items was arbxtrarlly taken as two-
thirds of the 2-person allowancs




12

Social Security

Table 4.—Bédgets Jor persons of differing age, sex, and activity, by size of household,

St. Louis, June 15, 1941

Adults Children
.
I\olr";)’e?fr Men Women Boys Girls |
ions in
ouse-
Age . Age At At
hold Em- | Unem-| Em- At Em- | home | Em- | home
ployed { ployed | ployed { home ployed | orin |ployed| orin
school school
) DU 65and over..| $561 $505 $541

~ 487 431 468

6064
65and over._ 362 306 345

for the other survey areas and dates
under consideration.

Combining the amounts for the sev-
eral categories according to family

composition.—The expenses of each’

person living in families of 12 differ-
ent sizes were obtained by adding the
amounts budgeted for food, clothing,
miscellaneous items, and joint ex-
penses. For example, the budgets of
an unemployed man over age 65 liv-
ing with 1 other person and those of
a similar individual living in a family
of 5 are as follows:

In a 2-per- | In a 5-per-
Ttem son family | son family
$431.38 $334. 24
149. 41 124. 51
20.07 20.07
93.70 93.70
168. 20 95. 96

The total amounts of the budgets
for persons in 40 different age, sex,
and employment classifications, and
in 12 different size-of-family classifi-
cations in St. Louis, June 15, 1941, are
given in table 4. This table was used
as a work sheet in making the budget
estimate for each beneflciary group
in St. Louis. Corresponding tables
were prepared for each of the other
three survey areas for use in budgeting
for the beneficiary groups covered by
the surveys in those areas.

To compute family or sub-family
budgets, the appropriate size of family
was selected from table 4, and the
amounts budgeted for each individual
in the family or sub-family were
added. For example, an aged couple,
both unemployed, living by themselves
in St. Louis during the survey year
ending October-November 1941, would
presumably have lived at a mainte-
nance level during the survey year if
their living had cost approxXimately
$842—$431 for the man and $411 for
his wife. The same couple living in a
5-person household would have re-
quired only $649 for the same level of
living, because of the saving in food
and housing expenses. The budgets
for two sub-families of specified com-
position, living as a joint household,
were computed as follows:

Type of family Budget
Total household. .. ... $1,724
Beneficiary group. . .- .- 649

Unemployed man, aged 65 or over..._....--. 334 .

Housewife, aged 65orover __...__..._.-—._-. 315

Others in family
Employed man, aged 42._
Housewife, aged 40._.__
Child, aged 10. . _ ... oo o aeoo. 310
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Conclusion

The employment of the techniques
described has made possible a study of
the economic security of old-age and
survivors insurance beneficiaries in-
terviewed in 1941-42. The findings
will be published in a later issue of the
BuoLrLeTiN. The techniques themselves
are not new. Several studies have
been made in which comparison of
the level of living of families of vary-
ing composition has been made possi-
ble by the use of scales indicating the
relative consumption requirements of
persons of differing age, seX, and
activity. So far as is known to the
authors, however, at least some of the
scales in such studies have been far
less detailed. Miscellaneous expendi-
tures generally have been prorated
merely on a per capita basis. The
scale for adjusting the amount of the
rent allowance for families of varying
size is probably one of many efforts in
an area about which little has been
published. As is the case with all
research of this nature, however, the
resulting scale is only tentatively

offered until a better one can be found
to take its place.

Family income has likewise been
compared with a standard budget to
evaluate the adequacy of income, par-
ticularly in connection with minimum
wage legislation and other wage
negotiations. The standard budgets
used in such cases, however, were for
families of a given composition, such
as an employed man, his wife at home,
a girl aged 8, and a boy aged 13. To
analyze the security of the 3,529
groups of old-age and survivors insur-
ance beneficiaries whose resources
were being evaluated, hundreds of dif-
ferent budgets were quickly con-
structed.

Thus by combining two tested pro-
cedures, incomes of families of varied
composition have been compared with
maintenance-level budgets con-
structed especially for each family.
The method used is practical at any
time, although advances in knowledge
may impel adoption of different scales
or a different basic budget. It should
be borne in mind that the scales
adopted for modifying the basic

budget in accordance with family
composition should be appropriate to
the level of living described by the
budget.

New information on consumption
habits or scientifically determined re-
quirements may become available
which will suggest that relationships
different from those used for this
analysis exist between the costs of re-
quirements of one type of individual
and those of another at a maintenance
level. Moreover, information of this
sort already available is being utilized
in making new standard budgets
which could be used as norms. Such
changes would not affect the useful-
ness of the method described. If the
budget has not been priced in the
cities in which the families to be
studied live, one or two steps not re-
quired in the present analysis would
be necessary. The content of the
budget might need adjusting to take
into consideration differences in
climate or market availability, and an
index of intercity differences in the
cost of living would have to be em-
ployed.

-Age Distribution of Workers in Industries

Under Old-Age and Survivors Insurance
’ By George H. Trafton *

IN RECENT NEGOTIATIONS with manage-
ment, organized labor has increasingly
stressed proposals for health, welfare,
and retirement funds. By 1946, pro-
visions of this kind were already in
effect in a few industries, and in that
year the creation of an industry-wide
fund became a critical issue in the
labor-management dispute in the coal
industry. The agreement signed in
May by the Secretary of the Interior
and the president of the United Mine
Workers provides for both a welfare
and retirement fund and a medical
and hospital fund for the entire
bituminous industry. A similar agree-
ment, setting up a health and welfare
fund for workers in the anthracite-
mining industry, was signed in June.
Labor organizations in other indus-
tries, including steel, have indicated
that they will soon ask that similar
funds be established for the protection
of their members.

*Bureau of Old-Age and Survivors In-
surance, Analysis Division.

In planning the benefit provisions
and estimating the probable disburse-
ments of an industry health and re-
tirement fund, the age distribution of
the workers employed in the industry
will need to be considered. Some in-
dication of the extent of industry dif-
ferences in age composition is pro-
vided by tabulations of sample data
derived from the wage records main-
tained by the Social Security Adminis-
tration under old-age and survivors
insurance. The most recent year for
which such tabulated data are now
available is 1944,

The industry data for 1944 have
been obtained from a l-percent sam-
ple of all workers receiving wages in
that year in employments covered by
the insurance system.! Each worker
in the sample was classified in the

1Covered employment includes any

- services performed by a worker for an

employer within the United States, in-
cluding Alaska and Hawail, or on or in
connection with an American vessel, with

industry group, or one of the indus-
try groups, in which he worked in
his last calendar quarter with wage
credits in 1944, as indicated by em-
ployer reports of taxable wage pay-
ments. Industry groups were deter-
mined on the basis of industry in-
formation obtained from empjoyers
between the fall of 1942 and the
spring of 1945. In the tabulations,
each worker has been classified in
only one industry group even though
he may have worked in more than
one during the year. Usually, the
industry group indicated represents
the worker’s last covered employment
in 1944.

The basic punch cards contain in-
dustry codes permitting a much more
detailed grouping by industry than
that shown in the tables accompany-

certain exceptions. The major exclu-.-
sions are self-employment, agricultural
labor, domestic service in a private home,
employment by the Federal Government
or a State or local government, railroad
employment, employment in certain types
of nonprofit organizations, family em-
ployment, and casual employment not in
the course of the employer’s trade or
business.



