WAGES AND EMPLOYMENT UNDER THE OLD-AGE
INSURANCE PROGRAM

Joun J. Conrson *

Facts concerning wagos and employmont within
the covorage of tho Federal old-age insurance
program have been awaited eagerly. Theso data
will cast light on the scope and administration
of old-age insurance and will bo of materinl value
in planning future administration. They will
also bo of value for the view they will provide,
on a moro comprehensive seale than has ever
bofore been available, of cconomic factors in tho
lives of a very large share of the population and
in the organization of American industry. Basic
data woro not available in advance to mako it
possible to estimate precisely the number of per-
sons who would receive “wages” as defined in
titlo IT of the Social Sccurity Act or the numbers
of workers and employers taxable under title VIII,
Oporating data obtained up to the present time
have provided a basis only for approximations of
the coverage of tho program. 1t is known, for
oxample, that moroe than 40 million account num-
bers have beoen aessigned under the system in
responso to workers’ applications; but it is known
also that account numbers have been issued to
workers who have not been engaged in employ-
ment covered by the program and may never be
50 engaged.

Actual data on the numbers of workers and of
employers affocted currently by tho plan, on tho
aggregate of wagos involved, and on many other
factors vital to administration, to actuarial csti-
mates for the future, and to gencral cconomic
analyses havo had to await receipt of roports from
omployors. Those roports of wages paid to om-
ployees covered by the program aro mado initially
to the Bureau of Internal Revenuo in connection
with the tax paymeonts roquired undor tho act
and are then roforred to the Social Security Board
for use in conjunction with tho maintonancoe of
the wage rocords which will ovidonce the bonefits
for which workers qualify under the provisions of
the act.

Data on wages and employmont within the
coverage of the program are now becoming avail-
able from employors’ returns for the calendar yoar
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1937, Figures given below are based on roports
received by the Social Seeurity Board for onch of
two G-month reporting periods during that vear.
For each of these periods approximately 17
million employers made returns showing the toty]
number of different omployces who nppeared on
the pay roll at any timo during the reporting
poriod and the total amount of tnxable wagos
paid.  These returns were itemized by individua]
wago reports for ecach employee, showing lis
namoe add account number and the totul amount
of taxable wages paid to him.  Tabulutions of the
information derived from the employers’ roturns
for the first 6 months of 1937 include 35.7 million
such wage items, aggregating $14 bitlion; for the

Table 1.—Ol-age insurance: Numbor of employer
returns ' and number and amount of employee trage
items? reccived by the Social Sceurity Hoardp by
reporting periods, calondar year 1937

foexy omiteed]

Employer roturns for the year
Janunary-Lieeetnber 1937
Itein s -

Il- or rnp-c[;r:l- ll-or rep?rg-

Iy ng poerlm NE oo

Total, 1037 Jnnuary- | Jnly-De
June 1037 [comber 1037
Number of emplayer roturns..... . 3,388 1, 044 LT

Number of otployee wago Ilems re-

ported Yoo . 72,747 35, 855 37.002
Amount of wngoe ltems reporied 1. ... $27, 028, 170 [$14,018, 811 | $13,009, 65

! Employer roturns on Forin 9-2 mado to the Biirean of Internal Revenins
In ro‘mrllnﬁ Informatlon concerning taxablo wnges under titlo VIEL of the
Boelal Security Act ond referrod to the Soctnl HBecurity Ionrd for use in malo-
tenance of wage recotils,

! Each employes wagn {tem reprasenta the total ansount of taxalle wage
pald to on Individual by any 1 esnployer during a m\"’m"“ parlad,

? ‘T'hls tabulatlon Inctudes data on 04.0 percent of tha otiployer roetuens for
1437 recelved by the Durean of Inlernn) Ttovenio ns nf Aug. 20, 1938, and 9.3
percent of the wagoe {toma recelved by Boeinl Beeurlty Ponrd ns of Aug. 2,
1034,
second, 37.1 million wage itoms, nggregating $13.9
billion. Ieports for both periods continue to
roach tho Bureau of Internal Revonuo, and must
bo audited for tax purposes before being roforred
to the Board for recordkeeping purposes. Com-
ploto totals for 1937 are not yot availabloe, but it
is belioved that subsequent data will not greatly
modify thoso horo presented, which relato to more
than 94 percont of the ewmployers from whom

roports for 1937 had been received by the Bureau
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of Internal Revenue by August 20, 1938, and to
about 96 percent of the total number of employeo
wage ilems received by the Social Seeurity Board
by August 25,

e number of different workers to whom these
wage and salnry payments were made during o
roporting period cunnot ho obtained by counting
tho wage items listed on all employoers’ returns,
Labor turn-over causes o certnin amount of over-
lapping in the reports from different employers,
ginco tho nume and account, number of a person
who was enguged by more than one concern during
the G-month period would have been listed on the
return made by ench of his employors, 1t is
estimeled that the 35.7 million wage items re-
ported for the lirst 6 months of 1937 and the 37.1
million for the second 6 months represent wages
received by ubout 32.5 million different persons,
or approximutely G0 percent of the country’s

gninful workers. An unduplicated count of work-
ors who received wages in covered omployment in
1937 will bo available later in tabulations of data
from the wago records maintnined by the Social
Security Board, in which all amounts roported for
an individual by all his employers are brought
together in his individunlly numbered eccount,.
These later tabulations will make available sig-
nificant figures on wages and salaries. Tho totnl
amounts reccived by individunl workers during
suceessive years will be essential for actuarinl osti-
mates 18 woll as for computation of benefit pay-
ments.  These totnls may nlso give some indica-
tion of tho proportion of theso workers who have
been engaged in rogular or in moro or less sporadio
covered employment; the amounts reported for
someo workors for the 0-mmonth period doubtless will
be so low that it may be inferred that they were
omployed only occasionally under the coverage of

Chort Le=Qld-age insuranco: Diatribution of muember of employer roturna ! and number and amount of employce
wage itema ? by number of such itema on employer’s return for July=-Decanibor 1937
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! Employer roturns an Form 88-2 made to the Hureau of Internal Revenue to report information concerning taxable wages under titte YII1 of tho Boclsl
Becurity Act, and roferred to the Bocla) Bocnrlty Board for use In malntensance of wago rocords,
? Each omployee wago (tem represonts the total nmount of taxable wages pald to ab Individual by any 1 smployer during a reporting period.
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the law. Unquestionably, there are considerabloe
numbors of persons who ordinarily worlk in ocecu-
pations oxcopted undor the act, such as agricul-
ture, domestic service in & privato liome, or self-
omployment, but who receive from time to time
wages which are counted toward old-uge benefits.

Beeauso of these two unknown factors—tho
number of different individuals represented in the
aggregate of wage payments and tho varying
amount of employmeont per individual during the
period—tho avernge amount of these employee

wage itoms has no signifieance. An attempt to
use such an avornge as a statement of avoragy
wages and salaries would alse be open to objection
on the ground that payments in excess of $3,000
received by an individual during a year from 4
single employer aro not inchuded in the uggregnts
of taxable wages.

1t also 18 not possiblo to obtain directly from
these returns dotw to indiento the distribution of
covered eimployment, in terms cither of workors o
of wages, nmong the Sates and other jurisdictions

Table 2.—Old-age insurance: Number of employer returns, and mianber and amount of employee wage itemy,)
by newmber of such items on employer’s return for July-December 1937, with total amounts of employee wage

items for January=December 1937
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............................ 25,085 1.h 3,477, 420 1.4 8.2 15, etk 2,317,987
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- 4,1/ 2 1,435, 238 10 ) 117,450 02, 1o
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i) £x} N o = : -z —|rimasre TS
LOOO-0,008. i P, 3,31 w7 3103, 001 027,370 , 882, B1
1L000-1,000. 0 aniviiimiaeas P 2,171 .2 2, K85, 338 74 1,128,051 LN 810, W10 2,601, TH
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1L Employer returng on Form 88-2 made to the Bureau of Internnl Rovenuo to roport Inforinntion concerning tuxablo wiges umdor title V1 of Lho Bocls!
Becurity Act and referred to tho Hoclal Socurity Bonard for use {n mnintonance of wnge rocorids,
1 Ench employeo wnge itoin ropresents the toinl armount of taxable wagoes palrt to an Individual by any L emnpleyer durlng o reporting poriod,

? 1033 thnn ono-twontloth of 1 porcont.
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inctuded under the Social Security Act. Returns
made by Dbusiness concerns with branches in a
aumber of places ordinarily are filed at the internal
rovenuo oflice in the district in which the head
office of the firm is located. Thus, the State in
which tho tax payment was made is nol neeces-
garily that in which the employment occurred for
which these wages and taxes were paid. A dis-
gribution of tax returns by the States in which
they wero received by the internal revenue district
offices shows a high concentration in the lurge
industrial Stales along the eastern senboard and in
othor States where large corporations maintuain
headquarters for an organization which may ex-
tend into many other areas of the country.

From other records of the Board it may be pos-
gible, however, to muke estimates of the distribu-
tion of wage and employment data to indieate the
States in which theso wage enrners were working.
Tebulations of this type and also tabulations indi-
eating distributton of employers and employees hy
industries will be completed at o luter dato.  Sucle
information will make it possible to evaluate the
oxtent to which the old-rge insurance program is
applicable to employment in the more and the less
industrialized nreas of the country, nand will aflord
data of much interest in connection with more
general industrial and economic analyses,

It is evident that the total amount of taxable
wages reported—$27.9 hillion for the year--repre-
sents o lnrge share of all wage and salary panyments
in the United States. Tt iz estimated by the
Department of Commerce! that total compensa-
tion of employeces during 1937, including $1.9
billion in work reliel wages and $0.9 billion in em-
ployers’ eontributions for oll-ange insurance and
unemployiment, compensation under the social
security program, was $16.7 billion, 'This esti-
mete, of course, includes wages and salaries from
excepted occupattons as well as from employment
coverad by provistons of the Social Security Act;
morcover, the taxable wages reported to the
Treasury and recorded by the Board do not include
payments in excess of $3,000 made by an employer
toan employee within a ealendar year.  Allowanee
for the latter Inetor would inerease the proportion

INnthan, Robert . **National Ineome in 1037 Largest Since 100240,
U. 8. Depnctiment of Commeree, Burenn of Farelgn and Domestie Commerce,
Surcey of Crurrent Hutiness, Vol. 14, No, 6 (June 1138}, p. 13, ‘P'otal incomo
Pald out fn 37, fneluding compensation of etnployees, dlividends and Intec-
tst, entreprencurinl withdenwals, sl nel rents atul royulties, wne ostimated
by Mr, Nathun to he $04.3 billion,
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of the total wago and salary payments roceived by
covored cmployoces to the total of all wage end
salary payments in the Unitod States. Aftor the
program has beon in operation for severnl years,

Table 3.~Hd-age insurance: Cumulative porcentago
distribietions of number of employer returns' and
number and amount of employee wage items,t by
nnumber of such items on employer's roturn for
Juldy-December 1937

Porcont of Lotnl—
Nummnber of omployoo wnio Lo
on amployor's return Numbor of | Number of | Amount of
om‘]_lloyor amployeo | amplayoo
returns | wngo itoms { wage jloms
25.3 1.2 1.1
40. 4 2.0 2.4
50.7 4.0 3.7
67.0 0.4 4.9
4 07 0.1
07.7 7.0 7.2
71.3 0.1 8.3
74.0 10,1 9.2
70.2 11,0 10,0
80,8 17,7 15,9
90.8 22.2 0.0
3.0 257 21,0
4. 4 8.6 25. 4
956.3 JO. 8 27.8
9.0 J2.8 20.3
0. 5 .0 0.9
00,0 30.1 32,2
07.2 J7. b 3.5
08.7 40.0 41.7
0.2 2.4 40,5
0w, 4 60.3 80. 0
0.8 .3 82,8
1.0 a1, 7 oA 1
). 7 3.7 57,0
.8 ah. 3 58,0
He B an. 7 00,0
. 8 08.0 013
1,800 100.0 75.8 00. 4
2511, 100. 0 70. 4 75.3
3,000 1041, O Ht.7 70.1
4,00, 100.0 K14 78.2
5,000, 100, 81.0 .8
LR L. e 100. 0 B8h0 81,0
8L O 100.0 80.6 82,1
A et 100.0 87.2 82,9
LR, 100.0 2.7 B3. 8
W0Mandover .o 100.0 180. 0 100.0

I FEmployer roturns on Form 85 -2 mnds to the Durenu of Intornal Rovonue
to report infortation concerning taxnble wagos undor Litlo V111 of tho Bocinl
Reeorily Act, nnd referred Lo tho Seelal Becurity Doard for uso In minintonnnoeo
of wnpo reeords,

! Eneh vioployes wago ftem ropresonts thoe totnl nineunt of tnxablo wages
pald te an individual by any 1 employer <uring a reporling porkod.
figures for taxable wages for successive poriods will
constitute an important indicator of business
trends and national income.  Starting with 1938,
these figures will boe available from quarterly
rather than seminnnual tax roturns.

Thoe most striking eonclusion to be drawn from
the present datn is the oxtent to which industrial
and commereinl employment and carnings are con-
centraied in large business concerns.  Tables 2 and
3 indicate the distribution of the total number and
amount of employee wage itemsa according to the
number of sucl itoms listed on employers’ returns
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for the socond G-month poriod in 1037.2 As has
been pointed out, the number of wage items on
ench employer return indicates the total mumber
of individuals to whom taxable wages were paid at
some time during this socond 6 months, not the
‘number of employees ongagod at any one time or
tbe number typically on the pay roll. In estab-
lishments where there is a large labor turn-over—
in the construction industrics, for example--tho
number of wage items listed by a concern for tho
6-month period may be much largor than tho
number of cmployees at work on a typical day.
In tho groupings in tables 2 and 3, o concorn which
usually has relatively fow employces on the pay
roll but has a high labor turn-over may appear,
therefore, in tho same eategory as an establish-
ment with a larger number of employees on the
ordinary pay roll but little turn-over. This con-
sideration, however, does not affect the general
situation suggestod by the tahulations,

It will be noted from table 3 that a fourth of
tho omployor returns reported only one employco
woge ttem for the whole 6G-month pertod and
that the total of these wage items constituto
only 1.2 percent of tho total number nnd 1.1
percent of the total amount of such itemns reported
by all employers. At tho other end of the scale
are somo 0.2 percent of the cmployer roturns—
listing 1,000 or more wage items—which necount
for nearly a third (32 percent) of all such items
and for an evon Inrger share (38.7 pereent) of
the aggregate amount of reported taxable wages.
The largest coneerns included in the tabulation—
those listing 10,000 or more individual wage items
for the period-——represented less than one-twentioth
of I percent of the reporting employers and in-
cluded 12.3 percent of the total number and 16.4
percent of the total amount of the wage ilems.
(Sce tahles 2 and 3.)

The high concentration of employment and of
enrnings in a rolatively small proportion of the
concerns covered by the system, and tho evidence
of large numbers of employers whose workers and
wages represont a rolatively small share of those
covered, are obviously of iinportance to the Doard
and to the Treasury Department in administering
old-nge insurance. It will also be of special
significance in connection with the tax under

 T'ables for the Qrat 8 months, whilo someswhat loss complate, show sub.
stantlally tho same distributions and therofore are not rapreduced hera.
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title IX of the Social Security Act, which is loyigg
on employers of eight or more during a specifigg
period, and with administration of State unep.
ployment compensation laws, where coveragg,
for purposcs both of contributions and benefits,
is governed by size-of-firm provisions, ‘Thegy
tabulations cannot be used directly to measurg
the extent of reporting and other problems whiel,
confront Stote unemployment compensation pd.
ministrators.  They suggest, howover, the (il
fering problems in such administrntion whig
arise under a law, for example, which coven
employers of eight or more and onoe which coven
cmployers of one or moro, and the relation of
such o differentinl to a law's eoverngo of em-
ployment and pay rolls within that Stete, Bm.
ployer reports for 1938 under the old-age insurangg
program will facilitate further analysis of covered
employers by size of firmn, sinee they will include
an item for the number of employees on the pay
roll for the pay-roll period nearest the end of
each quarter,

In other than administrative fterms, thes
figures suggest the circomstances in which the
old-age insurance program hes been established
and is functionmg. ‘Fhey show that thero an
still hundreds of thousands of small busines
coneerns—thoe little shops and family firms which
have played so important o part in the industril
and  commorcinl  development of the United
States. Iomployers in such concorns still con
stitute the very large majority of all employers
in the comprehensive area of business activity
covered hy the old-age insurance program.  From
the workers’ standpoint, however, thoe picturo is
wholly diffevent. It i3 ovident that o large
proportion of the wage carners for whom thes
reports were made were working in faetories,
mills, tines, stores, nnd oflices where much of
all of the old personal relationship between worker
and employer had been supplanted by the im
personal relationships of modern large-sealo in-
dustry and business. Old-ago insurpnee is 4 big
undertaking designed to cope with one of the
problems which modern industrial development
has accentuated. 1t rvepresents a  partnership
into which workers and employers and Govem
ment have ontered to snsure for millions of persons
a greater degree of individual and social security
than any of tho three could effect nlone.
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