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Uninsured Workers With Wage Credits

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

AT THE DEGINNING OF 1944, an esti-
mated 66.6 million living persons had
wage credits under old-age sand sur-
vivors insurance. About 31.8 million
of them, it is estimated, wecre neither
fully nor currently insured. Although
they had peid some contributions
based on wages received in covered
cemployment, these workers, comptis-
ing almost helfl of the estimated total,
failed to meet the requirements for
insured status specified by the Social
Bccurity Act.

The total number of uninsured
workers is indeed large. It is well
known, however, that many of the un-
insured group are young persons and
others who have only recently entered
covered employment pnd who soon
will acquire insured status. Included
among the uninsured, too, are large
numbetrs of highly seasonal and intey-
mittent workers having only slight at-
tachment to covered cmployment;
and persons who have not been iu cov-
ered cmployment for scveral years,
including women who have become
housewives nnd workers who have
shifted to noncoverced iobs. Until re-
cently, the relatlve importance of
these various types of short-term
workers in the composition of the un-
insured group has not been known.
From datoa now tabulated by the Bu-
reau of Old-Age and Survivors Insur-
ance, it is possible not only to ascer-
tain the age, sex, race, and geographic
distrilzution of the uninsured workers
but also to appraisc the personal and
ceconemic factors that have contrib-
uted to their [ailure to be insured.
This information has significance for
any consideration of the cligibility re-
quirements of the system.

Data on the insurance status of
workers nre derived from the con-
tinuous work-history sample! de-

*Durenu of Old-Age and Survivors In-
surance, Analysls Divislon, The author
acknowledges his indebtedness to Iloward
J. Kumin and Leonard H. Feinroih, of the
Aunanlysls Dlvision, for assistance in pre-
poring this artiele.

1Tor wn debnlled deseription of this
snmple, gcc Perlman, Jneobh, nnd Mondcl,
BenJamin, “The Contlnuous Work History
Sample Under Old-Age and Burvivoys In-
surance," Social Security Bulletin, Vol. 1,
No. 2 (Februnry 1044), pp. 12-22.

veloped from wage and employment
records mainteined to determine
eligibility and beneiit amounts under
the system. TFrom this sample, tabu-
lations gre made regularly to show
employment and wage characteristics
of covered workers. These statistics
are needed for actuaripl and admin-
istrative planning as well as for ap-
praisal of the system’s operation from
the viewpoint of its broad socinl ob-
jeetives. At present, tabulations In
considerable detail cover the 4-year
period 193%-40, while summuary tabu-
lations are avallable for the 5 years
1937-41. Within a few months, the
data wlill be extended to include the 6
years 1937-42. The tabulated data
are based on a random sample includ-
ing approximately 1 percent of all
individuals who recejved taxed wapes?
during the years covered by the tabu-
lation,

In analyzing these data, several
limitations should be bhorne in mind,
The wage and employment records of
persons with wage credits who had
died or had become entitled to bene-
fits arc not excluded. Moreover, de-
spitc efforts to eliminete the practice,
some workers have had wages re-
ported under more than one socinl se-
curity account number. Whenever
these “multiple” necounts have been
identifled, all records of a worker's
employment and earnings in both or
all his accounts have been combined
in the sample; nevertheless, Lhere is

1The terms “taxed waoges,” “taxable
wages,” and "“woge credits” are used in-
terchangeably in this nrticle. For all but
n small proportlon of the wapes shown in
the data, these terms are all technilcally
correct, Btrictly speaking, “taxed wages”
refers to woges on which employees and
cmployers have pald taxes under the
Federnl Insurance - Contributions Aet,
whether or not they were Icgally taxeable
anct whether or not they will be Included
In the wnge base on which henefit nmounts
are computed. MTaxable wages"” refers
to wages taxnable under that act whether
or not taxes hayve been patd and whether
or not they will e Inelvded in the wage
hase for henecfits. "Wage credits” refers
to taxnble wnges which will be Included
in the wage base for benceflts. Proctically,
the limitntions of the tobulated detn do
not permit n perfeet segregntion of the
wages described by any one of these terms
ns thus atrictly deflned.

reason to believe that many such ac-
counts have not been discovered., Fi-
nally, for a small proportion of the
workers, delays or errors in employers'
reports of taxable waees have resulted
in some incompleteness in wage rec-
ords, particularly for the most re-
eent year included in the tabulation.
All these limitations, in addition to
those inherent in the sampling meth-
od, introduce some error into the pat-
terns of covered employment and
taxed earnings shown by the tabula-
tions; to a lesser extent they affect the
classification of workers by insurance
status. The extcnt of the error, how-
ever, is believed not to be large enough
to invalidate pgeneral conclusions
drawn from the data.

Meaning of Insured Status

To be eligible for retirement bene-
fits, & worker must have attained age
65 and must also be fully insured.
Moreover, g widow who has attained
age 656 and meets other reguirements
stated in the act can become entitled
to a widow’s Insurance beneflt only
if her deceased husband was fully in-
sured at the time of his death. The
Social Security Act defines a fully
insured individual as (1) a person
who has had not less than 1 quarter
of coverage?® for eaeh 2 of the calen-
dar quarters elapsing after 1936 or
after the quarter in which he attained
the age of 21, whichever quarter is
later, and up to but excluding the
quarter in which he attained age 65
or died, whichever first occurred, and
in no case less than 6 guarters; or (2)
one who has had at least 40 quarters
of coverage.

A worker's survivors—his widow
and young children—can become en-
titled to survivors’ insurance bheneflts
only if the worker at the time of his
death was fully or currently insured.
A currently insured individual is de-
fined by the act as one to whom tax-
able wages of not less than $50 have
been paid for each of not less than 6
of the 12 guarters immediately pre-
ceding the guarter in which he died.

In the following discussion, the term
"uninsured” is used to deslgnate per-
sons who have received somne taxable
wages since 1936 hut are ncither fully
nor currently insured. ‘“‘Insured' is

A qunrter of coverage Is o cnlendnr
quarter In which the worker has been
paid not less than @60 in taxable wages,
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‘Table 1.—Percentige distribution of male
and female workers with wage credits
by insurance status at the beginning of
each year 1940-421

Cur- :
. - Fully | rently | Unin-
Year Potal 1 jpsured insured! sared
l I wnly |
85.7 3. ... 14,3
Hi 2 1.5 45, 4
0.0 3.4 46.6
59.0 ... {1.0
86.8 1.5 41T
541 3.5 42.4
7.5 | ... 2.6
415 L7 038
40.0 31 5ii, 0

1 Percentages computed from i-percent continuous
work-history samplo. Datia sre not adjusled teo
excinde deaths or retirerments, but are partiolly ad-
justed for duplieation of workers with more than 1
aceount, IDdatn cover wago records ol workers with
taxable earnings identifled for posting to individunl
necounts as of July 1, 1042,

used to designate those who are either
fully or currently insured, or both.

The tabulated data classify workers
by their insurance status ot the be-
ginning of the specified year. Many
workers uninsured in 1 gquarter of the
year, however, become currently or
fully insured in the ne¢xt, and many
who are insured losc their insured
status. Insured status once lost may
be later regained by additional quar-
ters of coverage.* ‘The uninsured
group, therefore, is one whose mem-
bership, in substantial part, changes
from guarter to quarier and from year
to year.

Proportion of Workers Uninsured

At the beginning of 1940, 44 percent
of all persons who had received wage
credits at some time during the 3 years
1937-1939 were uninsured (table 1).
At the beginning of 1941, the unin-
sured constituted 45 percent of all
workers with wage credits; at the be-
ginning of 1042, 47 percent. This in-
crease in the relative number unin-
sured resulted partly from the fact
that persons who had died or other-
wise had withdrawn permancntly
from covered employment formed a
growing proportion of =all persons
with wage credits. In addition, the
number of persons who entered cov-
ered employment for the first time
increased In both 1940 and 1941.

4 8ee Immerwahr, George E., nnd Mehl-
man, Harry, “Old-Age and Survivors In-
surance: Insured Workers and Thelr Rep-
resentatlon in Clalms,” Sociel Securily
Bulletin, Vol. 7, No. b (May 1044), pp. 0-17T.

Generally speaking,® a worker who has
received taxable wages {n only 1 year
cannot be insured,

OF all men with wage credits, 42
percent were uninsured at the be-
ginning of 1942, as compared with
58 percent of the women. Wonicn
constituted 31 percent of all persons
with wage credits but 37 percent of
the uninsured group. The increonse
from year to year in the proportion
uninsured was somewhat larger for
women than  for men. Besides
greater irregularity of employment
and lower wage rates of women, the
relatively large number who leave
the labor force permanently on ac-
count of marringe is probably re-
sponsible for the differcnce.

Among workers who had some cov-
ered employment in 1941, the most
recent year covercd by the tabula-
tion, the proportion uninsured at the
beginning of 1942 was 35 percent—32
percent for men and 44 percent for

t Strictly spenking, n worker may be
currently I1nsured although ho has re-
cetved 850 In taxnble wages {n fewer than
the minimum of 6 qunrters, The atntu-
tory requirements for currently insured
status provide merely thot & worker must
have been pald 360 In tnxable wages for
8 of the 13 quarters immedintely preced-
ing the quarter in which he died. TFor
obvlous techntenl rensons, 1t wns neces-
sary to classify workers on the bnsis of the
number of quarters in which tnxable
wnges were pald. The resulting evror is
believed to be small,

women. ‘These proportions are not
seriously affected by deaths or retire-
ments in 1941, but they would be con-
sidernbly lower were it not for the
Inrge number of persons who had re-
cently entered covered employment,
About one-fourth of all the workers
uninsured at the beginning of 1942—
women as well as men—had received
wage credits for the first time in 1941;
these new entrants compriscd 44 per-
cent of all uninsured workers with
wage credits in 1941—men 42 percent,
and women 48 pcreent.

Insurance Status by Age

As might be anticipated, the pro-
portion of persons uninsured was
highest among young workers, most
of whom had only recently entered
the labor force (tahle 2). Thus, at
the beginning of 1941 almost 90 per-
cent of the workers who were under
age 20 at their birthday in 1940 were
uninsured; the proportion was 52 per-
cent for persons nged 20-24. In these
age groups, the percentage differences
between the sexes were small,. Work-
ers under age 25 accounted for 37
pereent of all persons uninsured ab
the beginning of 1941 but only 26 per-
cent of all persons with wage credits
in 1937-40,

In the age groups above 25, the
proportion who were uninsured was
substantially smaller omong men

Table 2.—Percentage distribntion of workers with wage credits in 1937-40 by insurance
stalns af the beginning of 1941 and by age, for each sex!

T'ully or - Fnlly or
Unin- Unin-
Ape ot end of 1940 ‘fotal | currently| 5. Totnl  Jeurrently
nsured | Sured insured’ | sured
Potal, nll nges. .. . e 0.0 4t 8 4.2 i00.0 100. & 1.9
100.0 1.6 £9.4 7.6 1.6 15.3
100, (¥ A7. 0 521 18.6 16. 1 21.8
JHE O 58.1 41,0 16.8 17.6 15.8
110, Q 03 7 a6, 3 415 47.4 33.0
10.0 3.3 307 L6 12,0 8.7
100.0 [GIR] 4ik 1 29 3.1 2.4
100.0 50,4 0.6 2.1 2.3 | 1]
Ainle,nllages. .o .o 100. 0 68. 1 1.6 100.0 100, 0 100. ¢
Uander 20 ae et is imiane e ea 1H. 0 3 6.7 1.2 14.8
K- e i HCIR Y. 60§ FEL1] 13.2 20,0
i R+ T pLEIVNY) 2, 478 15 R 16.5 .6
3040 ... 00.0 i7. 32,4 43.0 €9, 2 3l.2
H0-59 0 15 34 12,4 1.6 10.4
f9-ny L. 100, ¢ 61,2 45,8 3.5 36 3.3
63 nnel over 10,0 MY 0.1 2.9 2.7 2.7
Female, allnwes oo o ... 100.0 46.4 h3. 6 0.0 100.0 100, 0
Under 20, .. . i iaaiiaeas 100.0 2.1 16. 2
11 U - 1000 205 25,2
P LRl TN 1000 20,7 18.0
100.0 43.] 331
0. (¥ 7.1 0.6
00 1.6 1.3
100, 0 Bt i)

18pe table 1, funtnote 1.
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Tuble 3.—Percent of workers with twage
credits who were uninsured at the begin-
ning of 1941, by age, sex, and race

Totnl Mnla Femalo
Agent end of 1940 & e 2 [} 8 o
A1 8 |@ | BlE |8
L I A I
30,71 60.2( B2.5 72,0

&8, 0 93.2| 80.4| 07.7

48. 5] 73.3| 52.7( BG.O

35.0] 60.8| 48.3{ 73.8

30,3] 50.6) 45 6] G4.7

43 1| 53.9] 46.3] 67.4

47.0] 55,0 40. 4| 63.8

$0.0) 61.5) 43.3] 77.6

1 Seo table 1, footnote 1.

than among women. In the case of
men, the proportion fell as low as 32
percent in ages 30-49, and in no older
group did it rise above the 40-percent
fleure shown for ages 65 and over,
Among women, the proportion unin-
surcd was 47 percent in each age
group from 30 to 64, and 45 percent in
ages 65 and over.

Inswrance Status by Race

Negroes eonstituted 11 percent of
all persons uninsured at the beginning
of 1941, although they comprised only
8 percent of all persons with wage
credits in 193740, Of all Negroes with
wage credits, 63 percent were unin-
sured as compared with only 44 per-
cent of all white workers (table 3).
Among Negro women the proportion
uninsured was 73 percent: among
Negro men, 60 percent. The corre-
sponding flgures for white workers
were 53 and 40 percent. For both men
and women, the difference in the per-
centage of white and Negro workers
uninsured was highest at ages 20-28,
but it was large in every age group.
These differences result from differ-
ences in amount of covered employ-
ment as well a5 in wage rates. To
some extent they reflect the heavy
concentration of Negro workers in the
agricultural States of the South,

Geographic Differences

As compared with 45 percent for the
United States as a whole, the propor-
tion of workers uninsured at the be-
ginning of 1941 ranged from 35 per-
cent in Rhode Island to 68 percent in
Mississippl, These figures, however,
are based on tahulations in which per-
gons who rccelved no wage credits in
1940 were classified by the State in
which their social security account

humber was issued. Only workers
with wage credits in 1940 could he
classified by State of employment in
that year; ® for these workers alone,
the ronge in proportion uninsured was
from 24 percent in Rhode Island and
Connecticut to 53 percent in Arkansas,
compare® with 32 percent for the
United States, In 14 States, almost
all of which were located in the indus-
trial regions of the North and Enst,
the percentage uninsured was smatler
than the national fisure, Most of the
States with the highest percentages
uninsured were in agriculture] regions
of the South and West. In almost all
States, the relative number of women
with wage credits in 1940 who were
uninsured at the beginning of 1941
wns larger than that of men.?

Length of Employment of Unin-
sured Workers

A worker may be uninsured either
beecause he has not received taxahle
wages for or in a sufficient number of
quarters, or because fn oo many quar-
ters his taxable wages were less than
$50. Thus, fallure to Dbe insured
may result from insufficient covered
employment or from an abnormally
low rate of wages, or a, combination of
the two.

A distribution of uninsured workers
by number of years in which they re-
celved taxed wages suggests that the
chief causc of failure to be insured
was insuflicient duration of covered
employment. Of all workers unin-
sured at the beginning of 1842, 43
percent had wage credits in only 1
yecar, and 27 percent in only 2 years.
The corresponding figures for workers
uninsured at the beginning of 1941
were 48 and 30 percent. Only 3.6 per-
cent of the workers uninsured at the
beginning of 1942 had wage credits in
all 5 years from 1937 to 1541. Differ-
ences hetween the sexes in this respect
were small, but rclatively more
women than men had wage credits
in only 1 ycar, while proportionately
more men had wage credits in 3 or 4
years (table 4),

*A worker's Btate of employment is
generally obtalned from an employer re-
port for the third quarter of the year or,
If the worker was not employed In the
third querter, from an employer report
for the first, second, or fourth quarter, in
that order.

A detalled discuselon of State differ-
ences in insurance status will he presented
in a subsequent lasue of the Bulletin.

Table 4.—Percentage distribution of work-
ers with wage credits who were unine
sured at the iegimn’ng of 1941 and 1942
by mumber of years in which taxable
twages were received, for each sex 1

Persons unin- | Persons unin.
surcd nt begin- | sured at begiu-
Number of vears niug of 1042 ning of 1M1
with wage
credits o =3 o 5
21g8(2|3|8
= ~ P & ] 2]
Total....__... 100.0 100.0!100.0 100, 0/100. 01300, 0
47. 7] 40.7| 49.5] 47.0 47.3] 40.0
27.3] 27.3] 27.2] 20.5) 20.4] 20.7
14,3 M4.8 13.5 14.8) 15.4| 13,7
7.2 7.7, 6.2 7.8] 7.9 7.0
35 2 5} E A O] DU e

¥ Beo table 1, footnote 1,

The extent to which short duration
of covered employment has been re-
sponsible for lack of insured status
can be determined wilh greater pre-
cision from tabulations showing a dis-
tribution of workers by number of
quarters in covered employment, At
least 81 percent of the workers unin-
sured at the beginning of 1841 had not
received taxed wages in the minimum
of 6, 7, or 8 quarters necessary (de-
pending on date of birth) in order to
be fully insured; moreover, they had
not received wage credits in as many
as @ out of the 12 quarters in 1838-40,
and thercfore In practically all cases
they could not possibly have heen cur-
rently insured. These workers would
not have been insured if all of the
quarters in which they had  wage
credits had been quarters of coverage.

Even for the uninsured workers
who recelved taxed wages in a suffi-
eient number of quarters—not more
than 19 percent of all persons unin-
sured at the heginning of 1941—short
duration of covered employment
within quarters was probably the chief
reason for lack of Insured status.
Most of them, no doubt, were part-
time or short-term workers In somé or
all of the quarters in which they re- -
ceived taxed wages. Although the
available datn do not show the num-
ber of uninsured persons who had
worked full time in eovered employ-
ment at wage rates so low that they
failed to recelve as much as $50 a
quarter, their relative number must
have been very small indeed. A regu-
larly cmployed worker will acquire a
quarter of coverage if he receives as
little as 10 cents an hour for a 40-
hour week.

The data give some indication of
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the level of taxable earnings among
workers who had sufficient quarters
in covered employment but yet were
uninsured at the beginning of 1941 be-
cause in too many gquarters they had
taxable wages of less than $50. If
recelpt of only $25 in taxable wages
in a calendar quarter, instead of $50,
had been sufficient for a quarter of
covernge, between 40 and 50 percent
of them would have been insured.
The result, however, would have
been a reduction of only 7.6 percent
jn the total number of uninsured
workers. This percentage is small
because, ns slrendy indicated, more
than four-fifths of all the uninsured
did not have a sufficlent number of
quarters with any wage credits,

Analysls of the duration of covered
employment in terms of quarters In
employment s limited by the fact
that, in 1937, employers reported tax-
able wapges semiannually instead of
quarteriy. Ior 1937, therefore, work-
ers can be distributed only by number
of half years with wage credits. In
the tabulations covering the period
1937-40, number of quarters in em-
ployment can be shown only for the
3 years 1938-40.

Of gll workers uninsured at the be-
ginning of 1941, 79 percent received
taxed wages in not more than 4 of
the 12 quarters in 1938-40¢. Only 13
percent had 6 or more quarters, and
only 4.4 percent had 8 or more quar-
ters with wage credits in those 3
years. Fifty-one perecnt of all the
uninsured did not recelve wage cred-
its in 1937; of these workers ahout a
third had taxed wages in only 1
quarter, and about four-fifths In
fewer than 6 quarters.

The number of quarters, of course,
varied with the number of years with
woge credits (table 5). Fifty-three
percent of the uninsured workers who
were in covered employment in only
1 of the years 1038, 1039, or 1040
received taXed wages In only 1 quar-
ter, and 27 percent in only 2 quar-
ters. Of the uninsured workers who
had wage credits in only 2 of those
years, b8 percent were in covered em-
ployment in .fewer than 5 quarters;
of those employed fn 1937 and in 1 of
the years 193840, 45 percent had only
1 quarter with wage credits in
1938-40.

Among uninsured workers who re-
celved taxed wages in 3 of the 4 years
1937-40, 30 percent received wage

Table 5.—Percentage distribution of workers with wage credits who were uninsured at
the beginming of 1941 by number of quariers with wr;{;e credits in 1938—40, by nnmber

of yedars with wage credits 1937-40, and by number o

19371

bBalf years with wage credits in

4-yenr workers d.yent workers 2-yonr workers ‘:,03;!‘;2‘;5
Wuimnber of quarters with
il 3 J. T,
Wwagn orealts, 1938-40 ghaltel 1hatt | zhet! | $halt | N0 | anar | anar ) Mo ol No
years In| yeor in jyears inj year in credits |FeAFS In| year in credits | credits
1037 1087 1437 * 1037 1037 ‘1 0nT ¢
in 1037 i 1937 | in 1037
100.0 100.0 100 100.0 100.0
________________ 11, 8.6 |........
3.8 8.1 23. 21.7 7.4
8.8 10.8 2. 22.0 12.7
13.7 18.3 0. 2.0 16.7 |.
16.2 19.4 10, 0.6 19.4 }.
15.2 15.6 4, 3.5 17,0 f.
11.9 11.4 2. 1.3 12,4},
10.0Q 8. 8.2 1.
7.0 LB 3.7 |-
0.0 KN 1.8 1.
7.4 2. .7

L Bee table 1, footnote 1.

credits in 6 or more quarters in
1938-40; of those who had no wage
eredits in 1937, 63 percent were in
covered employment in 6 or more
quarters and 27 percent in 8 oI more
quarters, ¥For uninsured workers with
wage credits in all 4 years 193740,
71 percent were in covered employ-
ment in 6 or more quarters in 193840
and 37 percent in 8 or more quarters.
It appears that for these 3 and 4-year
workers regular part-time employ-
ment within gquarters and, to some
extent perhaps, low wage rates were
signiflcant factors in fallure to acquire
a sufficient number of quarters of
coverage to be insured.

Differences between men and women
in the number of quarters with wage
credits are not large. Among unin-
sured workers who were in covered
employment in 3 or 4 years, however,
the proportion with more than 8 quar-
ters with wage credits in 1938-40 was
larger among women than among
men, This situation may result from
a relatively large amount of part-
time employment among women; it
may also reflect their lower wage rates,

Pattern of Years in Covered Em-

ployment

The preceding analysls points to the
conclusion that the major cause of
lack of insured status for some 31.8
million living persons at the beginning
of 1944 was the brief duration of their
covered cmployment, Why did so
many workers have such short-term
employment in covered occupations?
What groups in the labor force do

{hese short-term workers represent?
At least a pavtial answer to these ques-
tions is provided by data showing the
speciflc years in which these persons
received taxed wages,

Only 3.5 percent of all workers un-
insured at the heginning of 1842 had
received taXed wages in all 5 years
1937-41; all the others had heen
nbsent from eovered employment for
a year or more (table 8). The unin-
sured who had wage credits in fewer
than 6 years may be classifled into five
or six major categories, according to
the pattern of thelr years in covered
employment. Analysis of the groups
comprising these patterns, by age and
seX, throws conslderable llght on the
factors responsible for their failure
to be insured.

The largest single group of unin-
sured workers, 26 percent of the total,
were persons who recelved their first
taxed wages in 1941. Nonc of these
new entrants could have been insured
under existing eligibility require-
ments. More than half of them were
under age 22; and = little more than
two-thirds were under 32, No doubt
a majority of the uninsured workers
in these age groups entered the labor
force for the first time in 1941, Many
of the women in ages over 32 had
probably been absent from the labor
force during the years 193740 but
found work in 1941 in defense indus-
tries. A substantial proportion of the
new entrants, however, must have
been previously engaged in noncov-
ered employments, For some of
these, the shift to covered employ-
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ment was permanent; for
others, only temporary.
Similar to the new entrants in thelr
characteristics were the workers who
received their first wage credits in
1838, 1939, or 1940 and were in cov-
ered employment In each year fol-
lowing their year of entry. Of all
workers uninsured at the beginning
of 1942, 11 pecrcent rcccived wage
credits only in 1940 and 1941; 3.8 per-
cent, only in 1939, 1940, and 1941; and
1.7 pcrcent, -only in the 4 years
1938-41. Each of these groups of re-
cent entrants included o relatively
Inrge proportion of young workers;
undoubtedly many werc students em-
ployed part time after school or for
short periods during sehool vacntions.
The presence of many persons above
school age, however, indicates that a
substantial humber of the recent en-
trants must have been workers who
had shifted from noncovered employ-

many

ments or, among women, who had en-
tered the employed labor force since
1937. It is probable that in this un-
insured group those with wage credits
in 3 or 4 ycars were mostly persons
who had only scasonal or part-time
covered employment,

Quite different from the new work-
ers and recent entrants were the un-
insured workers who received taxed
wages in 1937—the year in which the
program was inaugtrated—and who
left covered cmployment hefore 1941,
Persons with wage credits onily in
1837 constituted 12 percent of all the
workers uninsured at the beginning
of 1942, Moreover, 6.2 percent of all
the uninsured received wage credits
onhly in 1937 and 1938; 3.5 percent,
only in 1837, 1438, and 1939; and 2.0
percent, only in tlie 4 years 1937-40.
The relatively high proportion of older
workers among this group of persons
who had terminated their covered

Table 6.—Pattern of jvem': in covered employment of all workers with wage credits in

193741 and o

all workers who were uninsured at the begiining of 19421

Percentago dis-
trlbution by
yenrs in cov- Uninsured workers
ered cmploy-
. ment
Yeara ln covercd employment
Unin- | Pere Tristribution by nzo at cnd of
All sured | contof | Ier- o1
work- | work- all a:unt|
Crs ors work- | fenrnle
y - Under " 52 anddl
ors I'otal 0% 2261 | “hver
Totnl. s 100,0 100.0 {0.0 30.0 100.0 ' 27.4 | 0L 0 11,9
1037, 1038, 1020, 1040, 1040 ... .. ... 40.3 3.8 4.1 37.4 100.0 8.8 7.4 13.8
1 A SRR 12.0 250 100. ¢ w7 100. 0 al.4 41.1 1.6
1040, 1943 .. ... . 1%} 10.6 4.2 35.8 100, 0 49. 0 4.4 6.0
1030, 1640, 1041 _. __ b1 3.8 M6 7.0 100.0 42.8 40.0 R.2
1038, 1030, 1040, 1041 a.5 1.7 22.0 25,2 100.0 Jo.2 62.6 7.2
5.7 12,3 100. 0 ar.0 100.0 2.0 8.4 18.7
2.0 0.2 97,6 43,2 100.0 4.1 78,0 5.0
2.6 3.5 0l. 0 43. 9 100.0 4.1 0.1 16,8
3.3 2.0 2.7 371.5 100.0 1.2 0.6 13.3
17 3.7 | 1000 4,2 [ 100.0 2.6 5.5 12,0
1.8 3.2 100.0 40,0 100.0 18.0 02,2 1.2
1.3 2.8 100.0 45.0 100.0 11.3 5.1 13,0
1.2 2.1 Bh, 2 41,3 100.0 27.2 5.7 13.1
.8 1,6 6.1 44.0 | 100.0 14.3 4.0 1.7
.G LO 7.3 40.5 100.0 o0,4 | - 007 0.9
1037, {13 1.0 2,2 0.0 25.0 100. 0 58 80.8 13.4
1037, 1010, 1040 L 1.1 1.5 45.0 2.0 10.0 8.4 80.7 10,0
1037, 10399, 104 . L. .2 B H.6 10.8 100.0 7.3 70.0 14.7
.8 1.6 B8. 8 2.2 100. 0 0.1 80.2 13.7
1.0 LO 25.1 27.0 100.0 8.3 80.3 11.4
1.2 1.2 47.3 25. & 100.0 5.0 §2.3 10. 8
1.0 1.2 67,2 2.4 100.0 7.8 70.3 12.0
o 1.8 8.0 27.0 190.0 330 57.3 E. 8
.4 .8 9.7 3L.1 100.0 0.7 71.4 8.9
.4 W1 90,7 31.4 100.0 23.5 0%.3 8.2
4 1 72.6 2 1.0 25.2 60.3 8.5
1037, 1060 .. ........ .3 .0 0.4 201 100.0 5.4 81.3 13.1
1037, 1080 .. A .8 03,1 4.0 100.0 5.9 TGih 1.6
1047, 1034, 1010 A .0 £0.0 32.1 | 100,0 5.5 80.9 12.0
1037, 1038, 1010 ] .0 02,8 34,8 | 1000 [N B1.7 2.7
1038, 140 .. - W2 .3 100.0 4.2 100.0 17.0 72.5 10. 6

1 8ea tublo 1, footnote 1.

employment before 1841 suggests that
death, disability, and retirement are
impertant reasons for thelr failure to
have covered employment in the more
recent years, The high percentage
of women among those employed only
in 1937-38 or 1937-30 suggcsts that
marriage and family responsibilities
were also important reasons for ter-
minating covered employment.
Among the men, shifting to noncov-
ered employments undoubtedly was
a major factor; many, particularly
among those with wage credits in
1837 alone, had probably been for
only & short time in jobs which are
covered hy the system and left to re-
sume thelr regular occupations. Some
young men who left covered employ-
ment in 1940 were inducted into the
armed forces. As in the case of the
recent entrants, short-term and
part-time employment, rather than
low wage rates, must have bhecn
largely responsible for lack of in-
sured status among the persons who
had wage credits {in 3 or 4 years. This
conclusion is supported by the dis-
tribution of 3 and 4-year workers by
number of quarters in covercd em-
ployment (table 57,

A substantial proportion of all the
uninsured are persons whose attoch-
ment to covered employment is -only
temporaly. Of the workers unin-
sured at the beginning of 1942, as
many as 2.8 percent had received wage
credits only in 1038, 3.2 percent only
in 1939, and 3.7 percent only in 1840,
An additional 4.7 percent had taxed
wages only in the 2 years 1938-39 or
1938-40 or in the 3 years 193g-40, A
relatively large proportion of these
temporary workers werc women,
many of whom were in the labor force
for a brief period before marringe or
were housewives who had found jobs
of short duration. Most of the men,
on the other hand, were probably
workers usually engaged in noncov- -
ered employment who had tempo-
raorily found a covered iob in indus-
try. A substantial number of workers
with wage credits in 1839 only or In
1939-40 only were persens who had
reached 85 years of age before 1637
and therefore were excluded from
coverage until the adoption of the
amendments to the Social Security
Act In 1939; it may be assumed that
many of the 1 or 2-year workers In
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this oldest age group died or stopped
working in 1939 or 1940.

Still another group of workers,
comprising 8.1 percent of all persons
uninsured at the beginning of 1942,
received wage credits in 1937 and
1941 but had no covered employment
in 1 or more of the intervening years.
A relatively high percentage were
men, most of whom presumably
shifted between covered and non-
covered employment; for many of
them, work in covered occupations
was probahly highly seasonal or in-
termittent. Similarly, for the women
in this group, the taxed wages repre-
sented to a substantial extent short-
term covered employment of housc-
wives not usually in the Iabor force or
of women workers normsally attached
to noncovered employments such as
domestic service in private homes,

The workers whose records fall in
the remmaining patterns of years in
employment comprised only 6.8 per-
cent of rll the uninsured. They prob-
ably had an even smaller degree of
attachment to covercd employment
than did those already described. A
relatively large proportion of them
were workers in the ages 22-31, when
occupational mobility is undoubtedly
high.

Among the workers in nll the pat-
terns of years in covered employment,
unemployment undoubtedly played a
part in swelling the ranks of the un-
insured. The incidence of unemploy-
ment was of course particularly heavy
in the years prior to 1940, and it
probably affected women and work-
ers In the youngest and oldest age
groups morc than it é¢id others. The
datae, however, do not permit the di-
rect measurement of the extent to
which unemployment was a factor in

the failure of workers to gcquire in-
sured status.

Distribntion by Number of Quar-
ters of Coverage

The tabulations of continuous
work-history data include s distribu-
tion of uninsured workers by number
of quarters of coverage. The number
of quarters of coverage cach worker
acquires is determined, of course, not
only by the number of quarters in
which he has received taxahle wages
but also by the amount of such wages,
because only quarters in which at
least 850 is reccived can be guarters
ol coverage,’

In tzble 17, the number of quariers
of coverage is shown by number of
years in which the uninsured workers
received taxed wages. It must be re-
membered that all workers writh more
than 8 quarters of coverage were fully
insured at the bheginning of 1942;
moreover, workers acquiring 6 to 9
quarters of coverage in 1039-41 were
in practieally all cascs currently in-
surcd and were so classified in the
tabulations. Some of the workers in
the youngest and oldest age groups
who had 6 to 9 quarters of coverage
were fully insured. These facts are
reflected in the pereentage distribu-
tions of uninsured workers shown in
table 7.

As many as 28 percent of the work-
ers uninsured at the beginning of 1942
had failed to acquire a single quarter
of coverage; 62 percent had acquired
fewer than 3. Even among those who
had some eovered employment in each

*For purposes of the toburations, the
number of quarters of coverage ncquired
by n worker in each half yenr of 1837 wns
estimnted on the basis of the nmount of
his taxable enrnings in such perlod.

of the & years 1937-41, 6.7 percent had
no quarters of coverage, and 21 per-
cent had fewer than 3. 'The propor-
tions who falled to average at least 1
quarter of coverage for each year in
covered employment were 43 percent
for the 5-yenr workers, 37 percent for
the 4-year workers, 34 percent for the
3-year workers, and 32 percent for the
2-year workers, As might have been
expected, uninsured women tended to
have fewer quarters of coverage than
did uninsured men,

Among uninsured workers with any
specified number of quarters of cover-
age, there was a wide variation in the
number of quarters with any wage
credits, For example, table 8 shows
8 distribution of the uninsured work-
ers who were in covered employment
in only the 3 years 1938-40 by number
of quarters of ecovernge crossed with
number of quarters with wage credits.
Among those with no quarters of cov-
erage, 21 porcent received taxed waoges
in 8 ot more of the 12 possible quar-
ters. Of those with 3 quarters of cov-
erage, 59 percent had wage eredits in
8§ or more quarters, while of those
with 5 gunrters of coverage, 21 percent
had wage credits in 9 or more quear-
ters. Probably, most of these work-
ers had only brief periods of employ-
ment in the quarters which were not
quarters of coverage,

Taxed Earnings of the Uninsured

It is possible for o worker to become
currently Insured with total taxable
earnings of only $300, that is, $50 in
cach of 6§ quarters. At the boginning
of 1942, a worker might have been
fully insured after receiving taxable
wages of only $500. At the beginning
of 1641, the corresponding flgure was

Table 7.—Percentage distribution of workers with wage credits in 1937-41 who were uninsnured at the beginuing of 1942, by number
of quarters of coverage, and number of years with wage credits, for each sex !

] All workers t S-yenr workers 4-year workers } 3-year workers ‘ 2-yenr workers I 1-year workers
Number of quattersof = — g " - - -
COVLIRED . . ; ; ;

" Fe- Fe- \ Fe- . Fe- § Fe- |, Fe-

Totnd ) Malo [ /o5, | Total | Male | P4 | Cotal [ Malo [ 07 | Totnl | Maola.t b Total f Male | or | lotal | Mate malo
Total . __.________.__ 100.0 | 100.0 I 100.0 | 100.0 ‘ 100.0 | 100.0 | 100.0 | 100.0 | 100.0 I 100.9 [ 100.0 | 100.0
O .81 253 321 6.7 5.2 0,2 7.7 G.1 1.1 10.9 8.3 13.90
1. 4| 1B.0[ 100 6.2 b5 7.3 7.4 G.7 RO 10.6( 10.2| 1.6
2- . B 10.2 15.0 8.0 7.0 8.3 0.6 0.3 i1 12.3 12.2 1206
3. .1 11.8 .2 9.0 9.2 10.3 12.1 11.0 12.0 14.1 14.4 13.0
4. L0 10.7 8.6 12.1 121 12,3 i1. 0 .0 13.8 14.8 15.2 13.7
5. . 2 8.7 7.6 16.0| 16.0 16.2 | I6.1 6.7 162 1&5| 160} .2
8. 2 2.1 26| 1L.5] 1.6 11,3 0.5 9.0 8.0 6.2 4.0 5.0
7. x| 2.0 2.0 1L 2 12.2 0.5 8.5 .2 6.0 6.4 5.8 1.3
8. .0 2.1 1.0 89 10.0 8.2 7.2 7.9 &7 4.0 4.7 4.4
. .6 1.7 14 8.8 0.7 7.3 7.0 7.4 6.0 50 6.0 5.7

L See toblo 1, footnote 1.
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Table 8.—Percentage clistribution of workers with wage credits in enly the 3 years 1938-40
who were uninsured at the beginning of 1941, by number of quariers with wage credits

and number of quarters of coverage !

Number of quarters of coverngo
Number of (uarters with waps |_
credits
Total Naong 1 2 3 1 &
Number of workors (1-per-
cent sample}. ..o __ 8,003 1,400 1,234 1,371 1,010 1,629 1744
Total pereent ... __. 100.0 100,0 100.0 100.0 100.0 100.0 100. ¢
. 7.4 20. 110 8.2 i5.0 i1 0
O 12.7 20.1 22,6 w7 12,5 153 [« 0
B\ 7 14,9 20.7 220 22,0 10. 2 0.2
0. 14 12.1 156 18.2 21,7 5.0 222
7. 17.0 10-1 11.3 12,5 14.0 21. 8 28.5
8. 124 7.5 5.8 B.1 113 10.4 21.8
U___ 8.2 106 25.1 08 6.2 o.h 13. 2
Wl 3.7 3.7 130 208 133 237 25.0
M e 1.8 12,0 1.4 34 LB R LI | 120
) PR L7 L3 110 3 o LG LN

I Seo tahle 1, footunto 1.

$400. In the case of workers in cer-
tain younger and older age groups, as
little as $300 in wage credits may suf-
flce for fully insured status. Many
workers, however, who had recelved
wage credits totaling much more than
these minimum amounts were unin-
sured because they did not have such
credits in sufficlent quarters.

At the beginnhing of 1942, 5.9 per-
cent of the uninsured had received
taxed wages totaling $1,600 or more;
1.0 percent had received $3,000 or
more (table 9). A relatively small
number had total wage credits of at
least $6,000.

A more detailed distribution by
amount of eumulalive wage eredits is
shown in the tabulrtions covering the
4 years 1937-40. Among all workers
uninsured at the beginning of 1941,
1.2 percent had received taxed wages
of $2,400 and over. On the other hand,
36 percent had received less than $100;
59 percent, less than $300; and 78 per-
cent, less than $600.

The relationship bcetween the
amount of taxed wages and the dura-
tion of covercd cmployment is only
roughly measurable, Although wagpe
credits arce recorded with a high de-
gree of accurgey, the tabulations
measure duration of employment only
in terms of number of quarters in
which payments of taxed wages have
been received, The data do not indi-
cate differeneces in length of employ-
ment within quarters.

Regardless of the number of quar-
ters worked in covercd employment, &
large proportion of the workers unin-
sured at the heginning of 1941 had
received relatively little in taxed
wages; whether they were employed

1 Fewer than 100 persons In sanple,

in only a few or in most of the quarters
during 1938-40, 40 percent or more
had received less than $6800. A rela-
tively large proportion of those with
fewer than 8 quarters in covered em-
ployment in 1938-40 had received
$1,200 or more, presumahbly hecause
these workers included relatively few
part-time workers.

As would be expected, the uninsured
group apparently did not inelude
many workers with both a substantial
amount of wage credits and also more
quarters in covered employment than
the minimum number of quarters of
coverage required for insured status.
Of the uninsured workers who had
$2,400 or morc in wage credits at the
beginning of 1941, 35 percent had been
in eovered employment in [ewer than
3 quarters in 1938-40, and 86 percent
in fewer than 5 quarters.

Conclusion

Analysis of the covered employ-
ment experience of persons with wage
credits who were uninsured under
old-age and survivors insurance con-
firms the conclusion that the large
majority failed to hecome insured be-
cause of the short duration of their
covered employment. Atleast 81 per-
cent of all who were uninsured at the
beginning of 1941 would not have
been insured even if every quarter
in which they received wage credits
had been a quarter of coverage. The
proportion who were uninsured be-
cause their wage rates wore too low
cannot be determined from available
data, but there is ample evidence to
support the conelusion that it was ex-
tremely small, In all probability,
short-term employment in covered

occupations will continue to be the
chief cause of lack of Insured status.

A large percentage of the unin-
sured are workers who have only re-
eeqtly entered covered employment.
Of those uninsured at the beginning
of 1942, 28 percent had wage credits
only in 1841, and 11 percent only in
1840 and 1941. The recent entrants
include young persons of both sexes
and women over 25 who have just en-
tered the employed labor forces and
also workers who have shifted from
noncovered to covered cmployment.
Many of them will remain in covered
employment and socon will acquire
currently, and Iater fully, insured
status,

Another large group, however, are
persons who have ceased to work Iin
covered employments after o more or
less extended period In such employ-
ment, Workers who had reecived
wage credlts only in 1837 or only in
1937 and 1938 comprised 18 percent of
all the uninsured at the beginning of
1942, Some workers left covered em-
ployment hefore acquiring insured
status; others had insured status
when they terminated their employ-
ment but have lost it with the passage
of time. Many in this proup, par-

Table 9.—Percentage distribution of work-
ers with wage credits in 1937-40 and in
1937-41 who were nuinsured at ithe
beginning of 1941 and 1942, re:pech've(y,
by cumulative amount of wage credits
received, for each sex?

Cumulsive
smount of wago Total Malo Femalo
eredils
Workers with woge credits
193740, uninsurced ot the
begliming of 1041
Total.__._____ 100.0 | 100.0 I 100, 0
35,2 333 38. 0
14,1 13.5 15.3
0.7 1.4 10.3
7.0 7.4 7.8
1.3 111 1.7,
10,2 .5 .6
5.0 57 3.7
4,3 5.6 2.1
1.4 | 4] 4
L1 1.0 .2
.1 't (';
1o ™ {
Workers with wapo credits
103741, uniusured at the
bcgitmllng of 1042
Total......... 100. 0 1090. 0 100. 0
RIENN 010 0
4.0 8.7 Lo
.9 1.2 .2
.1 .2 [

1 8¢o {able 1, footnoto 1, 7 Less than §.06 percent,
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ticularly among the men, have shifted
to noncovered employments, includ-
ing the clvillan and armed services of
the Qovernment. Probably a ma-
Jority of the women, on the other
hend, have become houscwives. In
the older ages, among both men and
women, disability and unemployment
are also important factors in the ter-
mination of covered employment,
The number of persons whoe have
lost insured status because of early
termination of covered ecmployment is
affected, of course, by the newness of
the system. The data at hand do not
provide o basis for estimating the pro-
portion of all workers who, over a
lifetime, will lose benefit rights on
this account. The act’s provision of
permanently insured status for work-
ers who acquire 40 or niore quarters
of coverage will tend to limit their
number somewhat, Nevertheless, as
long as important groups of occupa-
tions, particularly self-employment
and agricultural labor, are exciuded
from coverage, there will always be
many persons who lose insured status
by shifting to those employments.
Morcover, it is highly probable that
the majority of women will fail to
acquire 40 quarters of coverage before
leaving the labor force on aceount of
marriage. Any beneflts they receive
under the act will have to be based on
their status as wives or widows of
fuliy or currently insurcd husbands.
Hardly less important numerically
are the uninsured workers whose total
covered employment is brief because
it hes been temporary or intermittent.
For cxample, almost 10 percent of the
workers uninsured at the beginning

of 1942 had wage credits in only 1 of
the years 1038-40. Workers of this
type include persons who shift back
and forth between covered and non-
covered employment, and also per-
sons who move in and out of the em-
ployed labor force. Many farmers,
farm laborers, and domestic workers
have seasonal or Irregular cmploy-
ment in covered occupations; more-
over, workers in other noncovered in-
dustries, such as railroad transpor-
tatlon and public service, pot infre-
quently take covered jobs for brief
periods. On the other hand, a sub-
stantial proportion of the temporary
or intermittent workers in covered
employmecnt are persons not regularly
in the labor force. They include
young students, housewives, and
other marginal workers who take sea-
sonal or occasional jobs, Others are
workers who for onc¢ rcason o1 an-
other are frequently unemployed and
can get jobs only when the demands
for labor are great.

Many of these temporary and inter-
mittent workers will never acquire
insured status; some, perhaps, will
become insured but only for brief
periods. Still others will maintain in-
sured status for some ycars only to
lose it when, because of business re-
cession or sonie other-reasen, thelr
participation in covered employment
becomes less frequent. From data
now available, it is not possible to
estimate the proportion of this group
who will ultimately acquire 40 quar-
ters of coverage and so hecome per-
manently insured; but the percentage
will probably not be large,

At the beginning of 1942, the taxed

wages received-—and therefore the
contributions paid—by the vast ma-
jority of uninsured workers were small
in absolute amount. Only 6 percent
had reccived as much as $1,500 in
wage credits, 'The average cumula-
tive taxed earnings of the uninsured
may be expected to rise, however, ns
the number of quarters of coverage
required for fully insured status in-
creases. The uninsured group will
include a growlng number of persons,
particularly women, who will have
worked regularly in covcred cmploy-
ment for several years and whose to-
tal taxed earnings, consequently, will
pe substantial in amount. Their
numbcr, no doubt, will be materially
incregsed by the war workers who will
leave the labor force when the war
ends.

It is clear that the proportion of
workers with wage credits who lack
insured status under old-age and sur-
vivors insurance would be greatly re-
duced if the coverage of the system
were extended to the major employ-
ment groups now excluded by the act,
s0 that o worker’s carnings in almost
any gainful employment would be
credited to his social sccuvity ac-
count, On the other hand, it is prob-
able that the insurance stotus of
women and otlhiers who shift in and
out of the employed labor force could
be improved substontially only by re-
ducing the number of quarters re-
quired for n worker to become¢ per-
manently insured. 'To jiberalize the
requirement for permanently insured
status, however, would increase the
total cost of bencflts, and would per-
haps make necessary a reexamination
of the financial basis of the system.



