Measuring the Effect of Defense Employment
on Relief Loads

WarTer M. PERgINS®*

In ToE LAST paYs of Mnay 1940, President Roose-
volt oflicially initinted n hugo armament program
in the United States. Jxpenditures for arma-
ments now form the major part of the Federal
budget, whereas relief costs were the lnrgest single
items in Iederal expenditurea during the 7 yenrs
prior to July 1, 1940. Much interest, however, is
atill centered upon the relief programs, and there
has been abundant discussion of wlat the effect of
defonse oxpenditures on relief hins been and should
be. Someo porsona have questioned why, with
vastly increased expenditures for armaments, an
expanded Army, and labor shortages a pressing
problem, tho general relief program alone should
still bo costing the States and localities nbout $18
million monthly. On tho other hand, others are
concerned that oxcessivo culs in reliel appropria-
tions may have been mado without proper rola-
tion to any real decline in the need for rolief.

This paper is primarily concerned with the
possiblo offects of tho defense program on the
gizo of tho specinl nssistance programs adminis-
tered under the Social Security Act and on the
general relief programs in tho Siates. Separate
nnalysis hias beon mado of the available data on
old-ago assistance, aid Lo dependent children, and
general reliof for the period January 1940-Novem-
ber 1941.  Aid to the blind is not included in the
analyses because of the smnall volumne of its case
load.

Selection of Defense Areas for Analysis

In order (o test the relationship belween do-
fense aclivity and changes in goneral relief and in
public assistance case loads, certain countics in
whicli oxpenditures for armmaments were greatest
were selected as “defense areas.” 'Flie arcas
sclocted woro all those! in which (he per capita
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value of prime contracts awarded oxcocded the
average for the United States as a whole. They
comprised 55 arcas, covering 68 counties or inde-
pendent cities, which included about 20 percent
of the population of the United States.

Several reservations should be kopt in mind
when analyzing what has happened in theso de-
fenso areeas. In the first place, the speeding-up of
armament production has had direct or indirect
cffects upon almost every county in the United
States; no realistic division ean therefore be made
on the assumption that there is a large number of
totally unaflected arcas. Rather, tho attempt has
been to segregate the arecas in which tho effect has
been relatively greater.

Iven this separation has probably not been ac-
curatoly made in all cases, becnuse awards of
primo contracts do not give a complete picture of
defense expenditures. No adequate data ore
available on the geographic distribution of sccond-
ary or subcontracts. It scems probable that, if
subcontracting had been included, the large
amount being done in and around Pittsburgh, for
oxample, would have classified it among the de-
fonse areas. Thoe use of prine contracts as tho
sole basis of solection limita tho scope of the data
to arcas of armament production, omitting from
consideration such nonindustrial defense arcos as
the District of Columbia and the regions in which
Army camps are located.

The migration of labor into defense areas makes
it probable that any effects which increasing arma-
ment production has had upon relief rolls have
been, to somo cxtent at lenst, diffused into other
arcas. Childersburg, Alabama; Ravenna, Ohio;
and Vallejo, Californin—to name only three—are
oxmnples of defense arens in which large plants
have heen put up but which have had to draw the
majority of their omployces from outside those
arens because of sheor lack of population. In
other defense areas, employces have been drawn
from outside because of the neod for special skills
or because of existing barriers to hiring workers
from given racial and nationality groups. Insome
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instances, this influx of labor may have signifi-
cantly affected the population base from which the
per capita figures were obtained.

It should also be borne in mind that the data
consist of the value of contracts awarded and not
of wages and salaries paid. No data were avail-
ablo to show what expenditures have been made in
fulfillment of the contracts or what proportion of
such expenditures consisted of wages and salarics
rather than of materials and profits.

It should be noted, moreover, that cach of the
limitations mentioned tends to minimize rather
than to exaggerate the differences between defense
and other areas. Therefore, speeific conclusions—
such ns the number of relief cases, if any, which a
million dollar defense contract can be expected to
take off the rolls for a year’'s time—are beyond the
scope of this index of defense arcas. The cffcets of
defense employment and the relative size of these
effects, however, should be ascertainable,

Techniques Employed

From & simple inspection of casc-load trends,
little could be esserted with any confidence con-
cerning the cffects of the armament program upon
old-age assistance, aid to dependent children, and
general relief. None of the programs shows any
definite break in trend in or about July 1940 which
can, with any assurance, be attributed to defense
activily., Looking at the smooth and almost
uninterrupted rise in the number of recipients of
old-age assistance, onc mniight incline to the
hypothesis that the number of needy aged had
been little affected by defense employment (chart
1). One would be somewhat more hesitant to
draw conclusions from an examination of the trend
in the number of families receiving aid to depend-
cnt children, for, although the case load continued
to rise during 1940 and the first hall of 1941, the
trend has taken a downward turn during the last
few months. Isthis a delayed result of the defense
program, or is it a result of sore other eauscs of
different origin? It would be even more difficult
to interpret the trend in gencral relief cases in
terms of the effect of defense employment, for the
downward trend, though definite, appears to have
begun before rather then at the same time as the
armament program of the United States.

Beeause it was recognized that nreas other than
the defense oreas still had considerable defense
cmployment, and that defense employment was
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Chart 1.—~Recipients of old-age assistance, aid to de-
pondent children, and gencral relief in the conti.
nental United States, January 1936~-November 1941
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not the only factor which could have influenced
the trend in assistance case londs in defense areas,
no separate analysis of trends in the two groups of
arcas was made. Instead, for the purpose of
eliminating the trend followed by case loads in
both defense and other nreas, the simplest sort of
index was constructed for measuring the dif-
ferences, A ratio was computed hetween the ense
load in the defense areas and the case load in the
other areas in the same month,  An index value of
100 was given Lo the average of the ratios for the
first 6 months of 1940, which may be considered
the pre-defense period. If, then, the case load in
the defense areas inercased or decrensed ot the
saine rate as the ease load in the other arens, the
index value would remain 100.

If the defense areas do not differ significantly
from other areas in factors affecting assistance
case loads except in the nmount of defense cm-
ployment, then the variation in the index is
attributable to the defense program. In a
few States administrative changes were known
to have occurred, and adjustinents were made
for them. Tor example, the threc States—
Missouri, New Hampshire, and Pennsylvania—
which lowered their age limit for eligibility for
old-age assistance from 70 to G5 years were
eliminated in computing the index for old-age
assistance case loads.

No adjustment was made in the index to elim-
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innle possible binses arising from priorily unem-
ployment. Two consideralions indieate that the
Inck of this adjustment was not scrious. Ifirst,
the number of lay-offs beeause of prioritics was
relatively small during the period studied and
should notl affect the index signifieantly. The
majorr effecl of curtailments in nondefense pro-
duction is expected after November 1941.
Sccond, the possible effecls on the index were
largely eliminated by (he even distribution of
the lay-ofls between defense areas and other areas.
About 20 percent of the lay-offs oceurring before
December 9, 1941, in communitics certified by the
Office of Production Management as priorily
arens, were in defense areas, just ns 20 pereent
of the population of the United States Jived in
these arcas. In extending the index into the
period when the full impact of prioritics unem-
ployment is felt, however, this factor would bear
reexamination. It should be recognized, also,
that other factors, for which no adjustments
have been made, may have borne unequally on
defense arcas and other areas.

Whenever the data sndicate that defense em-
ployment has had an effect, the trends in appli-
cations received and in cases closed may help in
determining more precisely the nature of this
effect.  The number of eases accepled might be
used instead of the number of applications, but
changes in administrative policy and the amount
of funds available for assistance affect the accept-
ance of cnses Lo o greater degree than they affect
applications, Data on applications have been
used with full recognition of the wide differences
in definition and, therefore, the noncompnrability
from State Lo State of any month’s figures. It
has been assumed, however, that the over-all
trend has gignificance which State-by-State com-
parisons would not have.

Effects of Defense Employment on Old-Age

Assiztance

Defense employment has had no noticeable effect
whatever upon the number of old-age assistance
reeipients, according Lo the index, During tho
entire 23 months, January 1940 through November
1941, the indox did not deviate from 100 as much
as half a unit in either direction, a fluctuation
which might ensily be expluinable in terms of
random variations (lable 1). 'This result is by
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no meanns surprising. In torms of employability,
aged reeipients undoubtedly constitute the most
marginal of the groups receiving assistancoe.
There may be a tendency in some industries to
keep on, if possible, employces who have grown
old in the service, but once an aged man has lost
o job his chanees of gelling another are not great.

Table l.—~Index of the ratio of recipients of old-age
assistance, aid to dependent children, and general
relief in dafense areas to recipients in other areas,
Jonuary 1940-November 1941

[A veroge ratlo Januory-June 1940 =100]

Aid to
Old-aga Qencral
Year andd month n
nsslstanca ! %‘,’Hfé‘r‘zﬁ 1 rollet
1040

InnuReY. .. 0.7 100. 7 100. 8
Februnry. ... lil. 09.9 100.0 9.3
Borch 100. 1 9.6 9.8
100, 2 9%0.8 0491

100, 1 100.0 101.0

100.0 .9 100.8

JUuly. o iiaienaaea 100. 2 100.0 100.9
August. ... 100. 1 100.0 07.9
Sopteruber_ ... 100.0 00.3 29.0
October_.. ... [ U 104. 1 00,1 6. §
November. ... ... 100, 1 0.4 810
Drecember, ..o oo aas 100. 2 08,9 80.5

1041

INNUREY . i aa. 100. 3 09.0 87.2
Februnry. . .o 100. 4 08, 4 8.1
March .. ... 100. 4 8. 4 B4.7
Aglrll ................................. 100. 3 9.0 84.1
Moy.. vmeman P, 100.2 08.9 817
Junp. R, e eemcem—an 100, 2 98.7 BL. 3
100, 4 08.5 80,0

100, 3 97.0 76.8

104. 3 07.4 73.0

100. 0 08.7 73.2

7.8 00.8 72,8

| Missonri, New IHampshire, Pennsylvanis, and Washlogton excluded,
beenuse of ndministratlve changes fn provisions of the old-agoe assistanco
DPrOgrasm.

li‘[isslssippi. Penpsylvanin, and SBouth Dakota excluded, because of
administrative changes In the program for nid to dependont children.

While it might be expected that certain indireet
effects of increased employment, such as increases
in the nonwage incomes of recipients or the in-
creased ability of their relatives to give support,
would deercase the number of aged recipicnts,
such effects were not important enough to produce
& significant change in the index.

- The trends in applications and in closings bear
oul the snmo story. Excepl in the few Stotes
in which administrative or legislative changes in
eligibility took place, tho number of applications
remained almost constant during the entire pe-
riod. Though closings showed a slight scesonal
fluctuation, they gave no evidence of cither up-
ward or downward trend when considered os a
proportion of the open cases,



Effects of Defense Employment on Aid to De-
pendent Children

Defonse employment has had o small but dof-
inite tendency to reduce the number of families
receiving aid to dependent children. Thore was
no apparent effect upon the defense index until
September 19040, After that time tho index
gradueally declined to 97 in Novembor 1841. This
decline may be interpreted as indicating that the
case load in defonse arcas in Novembor 1941 was
3 percent smellor than it would have been if it
had followed tho trend in tho other arcas. It
should be remembered that the moethod used tends
to minimize rather than exaggerate the offect of
defense oxpenditures.

The tendency for the caseload of aid to depend-
ent children to decline is explainable in terms of
both a slight decline in the number of applications
received and an upward trend in closings as a
proportion of the open case load. Thus, defense
employment has tended to reduce need both
among the families recciving assistance and among
the families who were potentially eligible for
assistance. At the present time, data are not
available to show the oxtent to which members
of families receiving aid to dependent children
are being drawn directly into defense jobs, the
extent to which they are going into private em-
ployment to replace others who have taken defense
jobs, or the extent to which there has been an
increase in the employment of relatives willing
to support persons on assistance rolls.?

The likelihood that a member of a family
recciving aid to dependent children will be able
to work is greater than the likelihood that a
recipient of old-age assistance will be employable.
Some families receiving aid to dependent ehildren
are finding it possible to attain a morc satisfac-
tory standard of living through the employment
of tho mother or of older children in the family,
The increased attainability of joba and the failure
of assistance payments to keep pace with the rising
cost of living may be cnecouraging this trend.
Important objectives of the program of aid to
dependent children, however, are to enable the
mother or other relative to remain in the home
to care for dependent children and to enable tho

t Data on closings in Pennsylvanla show an increase both In employment
and in contributions from relatives as reasonas for closing. It I8 not certaln
that the experionce In this one Btate miay be taken as represontative, Inas.

much a3 Pennsylvania has had a strictor policy than many other Btates In
regard tn contributlons from legally roaponsible relatives,

Chart 2,—Index of the ratio of recipients of old-age
assistance, aid to dependent children, and goneral
relief in defense areas to recipients in other areas,
January 1940-Novemboer 1941
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children to remain in school. It is unfortunats
if the mother or other person responsible for the
care of the children is employed and no proper
provision is made for their care in the home or
clsewhere. If the children are drawn into em-
ployment prematurely, they are likely to be poorly
equipped to compete in post-war labor mnarkets.

Fffects of Defense Employment on General
Relief

In sharp contrast to the comparative lack of
effect on the number of aged recipients and the
small effect on the number of dependent children,
defense employment played an important part in
the sharp reduction in general relief case loads
(chart 2). The index was subject to only minor
fluctuations during the first half of 1040, but
beginning with September 1040 it dropped decid-
edly and continuously, reaching a low of 73 in
November 1041, In other words, general relief
case loads in defense arcas were 27 percent smaller
than they would have been hnd they followed the
trend of the othor areas.

Although tho defense arcas are as a whole
industrial areas, which are gencrally urban in
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character, it does not appear that the variations
in tho index are properly assignable to diffcrences
between urban and rural gencral relief trends, if
defense cmployment is omitted from the picture.
Most of the largest cities in the United States were
not included among the defense arcas, because the
per capita value of their prime contracts was be-
low the average for the country as a whole. An
index constructed on the basis of these largest
cities, rather than of the defense arcas, showed an
upward trend.  ‘This moveinent was not enused by
an inerease in gencral relief case loads in these
largest cities but rather by the fact that case loads
in these eitics did not decline as fast ns in the
country as a whole.

Unlike the case loads for wid to dependont chil-
dren, those for general relief did not refleet tho
combination of deercasing applications and in-
creasing closings,  On the basis of reports from the
26 States for which data were available, applica-
tions dropped sharply. Closings also dropped in
number, but they remained nbout the same
proportion of the open case load throughout the
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period. It is probable that employment oppor-
tunities have opened up for a large proportion of
the relief families with employable members but
have had little effect upon & relatively large and
constant baso of uncmployable relief families.
Insofur as this conclusion is true, there is no basis
for expecting defense expenditures to continue
indefinitely to reduce the general relief load.

Conclusion

Tho rolls of the several assistance programs
have been affected in varying degrees by the
development of the defense program. The extent
to which they have been affected has depended on
the proportion of employable recipients aided
under the various programs. The fact that the
defense program has resulted in & sizablo reduetion
in tho number of recipients of general relief does
not nccessarily mean that there is a prospeet that
expenditures for genoral rolief will decline to much
lower levels; nor does it mean that the need for
assistance, in terms of coverage and adequacy, is
now fully met.



