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Social Security

Conclusion

In determining the optimum scale
of insurance bhenefits and assistance
grants, legislators and administrators
need a clearer picture of the relation-
ship between the operation of pro-
posed policies and the maintenance
of an adequate level of living. Since
insurance payments are related to

wage loss and since aid to dependent
children wusually supports families
with unemployable or partially em-
ployahble workers, the most appropri-
ate measure is usually the median
level of private income or the way in
which the average family actually
lives. In any eveni, the relationship
between income and budget costs
needs to be considered. The effect of

the use of either of these measures
should be appraised by knowledge of
their interrelationship. For this rea-
son, techniecians should endeavor to
increase the utility of both tools by
continued analysis of their content
and of the way in which their charac-
teristics vary in relation to variations
in total national income and to its
geographic variation.

Employment and Earnings Under

Old-Age and Survivors Insurance

During the First Year of the War

By Jacob Perlman and Howard J. Kumin*

Durmve 1942, the first full year of
American participation in the war,
an estimated 47 million persons had
some employment in occupations cov-
ered by old-age and survivors insur-
ance. This number was 14 percent

more than the number of covered .

workers in 1941 and 32 percent more
than that in 1940.

Taxable wages in 1942 are estimated
at $52.8 hillion, or 26 percent more
than in 1941 and 60 percent more than
in 1940; they amounted to 80 percent
of the estitnated total wages and sal-
aries paid in 1942 by all nonagricul-
tural industries except government.

In the years 1937-40, business was
climbing out of a long depression,
Although 1937 was perhaps the best
vear between 1929 and 1940, business
slumped badly in 1938 and had only
partially revived when the war in
Europe began in September 1939.

Shortly after the fall of France and
the Low Countries in the spring of
1940, the United States undertook its
national defense program, adopted the
Selective Service Act under which
men were first drafted in November
1940, and began to support with arms
and other supplies the nations at war
with the Axis countries. By these and
other actions, the Government pro-
vided a succession of stimuli to busi-
ness, which gathered momentum.

The formal entry of this country

into the war in December 1941 threw
the whole war-production program
into high gear and gave an effective
stimulus to increased employment and
higher wages. The number ¢f unem-
ployed persons declined from approxi-
mately 8 million in June 1940, when

*Bureau of Old-Ape and Burvivors In-
surance, Analysls Division.

the defense program got under way,
to only about 1.5 million at the end
of the frst full year of the war.

Changes in Characteristics of Persons
in the Covered Labor Force

Between 1940 and 1642, the armed
forces of the United States added 5.4
million persons, about 80 percent of
whom came from the civilian labor
force. Despite these withdrawals, the
civilian labor force actually expanded
because of delayed retirement of older
workers and the employment of
housewives, school children, and
others not normally in the labor mar-
ket, increasing by about half a million
persons, or 1 percent, between 1940
and 1942, Nonagricultural employ-
ment increased 16 percent, while ag-
ricultural employment decreased 6
percent from 1940 to 1941 and showed
no change from 1941 to 1942.

These shifts resulted in significant
changes in the characteristics of the
labor force, as shown particularly by
comparison of the workers who‘re-
ceived wage credits for the first time
in the years preceding the war with
those who entered covered employ-
ment during the first year of the war
(table 1}. '

The proportion of women among
workers entering covered employment

for the first time increased from 36
percent in 1940 to 48 percent in 1942,
The demand for labor in manufactur-
ing industries in 1942 also gave large
numbers of Negroes, usually employed
in noncovered employments, an op-
portunity to find jobs in the relatively
high-pald covered occupations. For
all workers, the proportion of new
entrants who were under age 20 In-
creased from 35 to 43 percent, and the
proportion aged 40 and over, from 20
to 24 percent; but the group aged 20—
39 years decreased from 45 to 32
percent. This decline was substan-
tially a result of the withdrawal of
men for the armed forces.

Changing from s peacetilne to a
wartime economy caused shifts in the
distribution of workers among the
various Industries, which materially
increased the proportion of the labor
force engaged in covered employment,
The expansion of manufacturing, for
example, attracted workers from agri-
culture and domestic service, where
rates of pay are low and there is
usually a surplus of labor. These
movements of workers increased the
proportion of the total labor force in
covered employment from about 48
percent in June 1940 to about 59 petr-
cent in June 1942.

The relative number of all white
male workers with wage credits de-
clined from 66 percent of the total
number of persons in covered employ-
ment in 1940 to 62 percent in 1942
(table 2). The shift of a large number
of Negroes to covered employment
caused the percentage of Negro men
to increase from 5.8 to 6.6 percent of

Table 1.—Percentage distribution of workers with first wage credits in 1940, 1941, and
1942, by sex, age, and race

Ago (as of end (;f year) Race
Year ‘Total | Malo [Female
Total | UDIOT| 2030 | sp-0e [ #8809} posa) |white 1| Negro
1040 .. 100. 0 6.4 356 100.0 35.3 45.2 18.0 15| 100.0 0.7 9.3
wal 100. ¢ 62. 4 37.6 1.0 40.5 40.5 17.7 1.3 1. 0 20.0 10.0
042 ... ILLINH 52.1 47.9 100.0 43.1 32 b 2.4 2.0 100. 0 88.3 1.7

1 Represents all races other than Negro.
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Table 2.—Percentage distribution of all
workers with wage credits, by age, race,
and sex, 1940, 1941, and 1942

Age, race, and sex 1840 1041 1042
100. 100.0 100. 0
B. 10.7 13.3
34 .7 0.7
25. 24.2 23.9
17. 16.7 17,1
10. 10.2 10.9
3. 3.9 4.4
. .7
66, 8s. 62.3
4. 6. 7.2
20. 19. 16.2
10, 15. 15.1
12, 11. 11.4
8, 8. 8.2
a. 3. 3.6
. . .6
24, 27. 20.3
3. 3. 5.
11. 1L 10.
6. 6. 6.
3 3. 4
1. 1 2.

Negromale.....___. 5. 8. 8.
Under 20. ... . .
20-29 1, 2,
30-39 1, L
40-40 1. 1
50-50 . .

-
(-1 B R fmlamInySh W OSSO OWOoONEo | o o

4049... .
Sand over. ...

RO | = RO sIDd [ 0 SN  QUNERNCEE | O W eREROOR]|| O

P B it
om0 Baka—n] @& GaowaasTe

1 Represents all races other than Negro,

the total. For white women the in-
crease was from 27 to 29 percent; for
Negro women, from 1.1 to 1.8 percent.

The age distribution of all workers
with wage credits in 1942 reflects the
changes already noted in the age char-
acteristics of new entrants.

With the development of the South
and West as manufacturing centers,
especially in the production of ships
and aircraft, the geographic distribu-
tion of covered workers also changed.
Though all regions of the country
showed increases in the number of
covered workers, the gains were rela-
tively least in the Northeastern States;
as a result, the proportion of workers
in covered employment in the indus-
trial Btates of the Northeast declined
from 58 percent in 1940 to 56 percent
in 1942 (table 3). In the South and
West, newly built plants provided cov-
ered employment that had not existed
previously for many thcousands of
workers in those BStates. In the
Northeastern States, on the other
hand, much of the war production was
concentrated in existing plants con-
verted from civilian producticn, -and

the workers merely shifted from one
type of covered employment to an-
other.

States, The South and West also ac-
counted for the majority of migrants
in 1942—--53 percent as against 47 per-
cent in the Northeast—although the
Bouth and West included only 44 per-
cent of all covered workersin 1942,

Changes in Employment Experience
of Persons With Wage Credits

The war also caused changes in the
employment experiences of workers in
covered employment-—changes which
have an important bearing on the op-
eration of the old-age and survivors
insurance program. As a result of the
abnormal demand for labor and the
shift of manpower from civilian pur-

1 The term Is used only In the sense that
the worker had wage credits In 2 or more
States during the year, not necessarily
that there was a change in residence from
one State to another, though many work~
ers with wage credits in 2 or more States
undoubtedly did have a change in resi-
dence. Workers living near State bordera
often take jobs in neighboring States as
well as in their own, as illustrated by the
many workers living in northern New Jer-
s5e¥ who alternate between jobs In New
Jersey and New York.

Table 3.—Percentage distribution of
workers with wage credils, by geographic
regiom, 1940, 1941, and 1942

In the new indust:.rml logalities, Region 540 | 1041 | 1042
mereover, the expansion of covered
employment attracted workers from United States. ... 100.0 [100.0 | 100.0
wide areas. The proportion of Work-  y ii1cactern States. .. &1lane] one
ers in the country who received wage
R New England. ... ...___. 8.4 83 81
credits in two or more States (referred Middie Atlantic.____ 26.6 | 25.5 [ 20.7
to here as migrants)® was almost twice ~ E°st North Central. B.124] 20
as great in 1942 as in 1040—11.2 per-  Southand West.____._ 1.9 | 42.8 | 443
cent as against 5.9 percent. Migrants West North Central. 7.3 73| 73
constituted 14 percent of all covered %‘;‘g%hsﬁﬂanéfﬁifﬁ'_ 15:3 Igig L
workers in the South and West, but oo Sonth Central. S8l %) e
~only 9 percent in the Northeastern Pacifle. oo B.5]| 87| 0.6

suits to the armed forees, new en-
trants, all of whom were uninsured,
began to replace workers with long
histories of covered employment and,
in most cases, insured status.

In 1840, 18 percent of all workers
with wage credits were either new en-
trants (13 percent) or persons who
had returned to covered empleyment
after an absence of a year or more {5
percent). In 1942, such persons com-
prised 22 percent of the workers with
wage credits; the percentage of reen-
trants remained the same, while the
proportion of new entrants had risen
to 17 percent.

The reduction in the proportion of
long-term workers was caused by
their withdrawal from covered em-
ployment, largely because of the op-
eration of Selective Service, and their
replacement by new workers. The
number of new entrants into covered
empleyment increased 45 percent in
1041 over 1940 and 21 percent in 1942
over 1841. The percentage increase in
the number of withdrawals was even
greater. Between 1940 and 1541, for

Table 4.~—Distribution of migrant\ and nonmigrant workers and their average wage
credits, by region, 1942

Percentage distribution NL}Iﬂ l?cr Avernge woage credits
af mi-
grants as
Tieglon Poran N
: Non- of o on-
Migrants nigrants covered Migrants migrants
workers
United Btates_ . ..o 100.0 100.0 1.2 51, 288 T $1,108
Northeast. ol 46.7 50.8 8.4 1,394 1, 258
New Epgland.___________ . ________ 6.9 8.2 9.5 1,363 1,219
Middle Atlantic..__. 21.2 26.1 8.8 1,422 1, 250
East North Central. . 18.6 23.5 0.1 1,374 1,973
South and West.._._.. 53.3 43.2 13.5 1,184 807
‘West North Central. 0.3 7.1 14.3 1,154 890
East South Central__ 8.7 5.1 14.2 1,113 757
Sputh Atlantic..____ 15.0 1.6 4.9 1,118 R38
‘West South Ceantral. 7.1 7.4 10.8 1,15 763
Mountain, __._.___ 4.8 2,3 0.4 1, 264 876
Pacific. e e 0.4 9.7 10.8 1,358 1,194

1 Workers with wage credits In 2 or more Siates, .
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example, the numhber of workers
withdrawing from covered employ-
ment increased 75 percent, principally
because of the entrance of 1.3 million
men into the armed forces. In 1940,
on the other hand, relatively few men
entered the armed forces; Selective
Service inductions in that year num-
bered only 19,000, as compared with
931,000 in 1941. There were 1.6 new
entrants for every withdrawal in
1940 and 1.3 new entrants for every .
withdrawal in 1941,

The large proportion of new en-
trants into covered employment in
1942, as compared with 1940, was also
one of the factors responsible for a
decrease in the percentage of persons
receiving wage credits in all 4 quarters
of the year. In 1942, 63 percent of
the workers with wage credits re-
ceived taxable wages in all 4 quarters;
for 1940 the corresponding flgure was
58 percent. A comparison of the dis-
tribution of workers by yearly pat-
terns of quarters in employment in
1942, as compared with 1840, shows
that the greatest increase ocecurred in
the groups which entered covered em-
ployment after the first quarter and
worked ‘“continuously” after that
quarter; that is, in those groups with
wage credits in the second, third, and
fourth quarters, the third and fourth
quarters, or the fourth quarter. Com-

paring the percentage distribution
of “new” and “experienced” workers
shows that it was chiefly the new
workers who swelled the ranks of
covered workers in the last part of
1942, Thus, among the 1, 2, and 3-
quarter workers, 67 percent of the new
workers had employment in the
fourth quarter, as against 14 percent
of the experienced workers. Only 9
percent of all new workers had em-
ployment in all 4 quarters, however, as
against 63 percent of the experienced
workers. Conversely, among the 1, 2,
and 3-quarter workers, 23 percent of
the experienced workers had employ-
ment in the first quarter, as against 8
percent of the new workers (table 5).

Workers with consecutive patterns
of quarters in employment predomi-
nate over those with broken patterns.
Among the 3-quarter workers in 1940,
13 percent of all workers had wage
credits in elther the first, second, and
third quarters or the second, third,
and fourth quarters, as against 2.7
percent with wage credits in the first,
second, and fourth quarters or the
first, third, and fourth quarters. In
1942, the greater availability of em-
ployment increased the percentage of
workers who worked in a continuous
stretch of quarters.

Except for the differences already
noted, the distribution of workers by

Table 5.—Percentage distribution of workers by pattern of quarters with wage credits,
Jor each specified employment experience and sex, 1940 and 1942

Total Male Female
1042 1842 1842
Yearly pattern of quarters B : z
with wage credits "é-' -7 '§-‘ . T ';3" .
gf LB gL | R E gl | &L
SElLY S8 82 ehl sE
1040 |Total | 5% | s [ 1940 [Total| &% |z | 1040 | Total| &n |z
ef | T § ey |58 e g
=L B HE B 3 B
Total. oo 100.0 |100.0 |109. ¢ |100.0 |100.¢ |100.0 [100.0 1100.0 (100.0 |100.0 [100.0 | 100.0
4 quarters. ..o ooaoean 67.0 | 63.2 | 62.7 | 8.7 [ 50.6 | 66.B|64.0 | 6.9 | 53.2 ) 45.4 | 59.3 .5
3 QUATters. . caecuueoiacveas 16.0 | 16,4 [ 16,0 ] 18.2 { 160 [ 16.9 [ 16.5 | 20.0 [ 16,2 | 16.1 | 147 | 161
ist, 2d, 3d.... ' g8 78| 00| 1.9| 87| 89| 00, 23| &9 63| 68 1.4
2d, 34, 4t 4.5 6.1 4.2 (151 46} 56| 40,182 | 43| 7.1 45 13.8
1st, 24, 41, 1.3 1.3 | LS S L3 2| 13 T L8 L5 1.0 .G
1st, 3d, 4th, L4 12| L3 61 1.4 L2)| 13 B L5} L2| L& .6
2quarterS. e 123 1 14.7 | 11.2 (30.9 } 11,7 [ 13.4 | 10.68 { 31.0 [ 13.8 | 17.5 | 13,0} 2.7
) E1 0 .56 46| 62| 1B} 3.3 47| 62| L9| 40| 43| 54 1.6
2d, 22 22) 14| 58] 22) 21 14| 68| 21} 2.4 1.5 4.8
4.7 6.3 3.1 | 205} 44| 51| 20]21.2| 68| 8.8 4.3 | 21L&
1st, b .4 .4 -3 .5 .4 .4 .3 ] .4 -4 .3
Ist, -9 .1 .8 b 8 7 T ] .9 B 1.0 .4
’ .5 ] 3] 1.2 ] -4 3 L2 ] .6 -4 1.2
1 guarder. o aeooooimeoa 13.8 (157 [ 10.1 | 42.2 | 12.7 | 12.6 | 8.9 138.2(16.8|22.0;13.0| 46.7
3.2| 43| 48| 20| 30 43 48] 23| 40| 43| b3 1.6
1.6 1.4y 1L0; 36| 1.6]| L3 .8 3.8 1.6| 1.8( 12 3.4
3.01 28| 1.4 B3| 28| 24 12| 10.0| 37| 37] 20 8.5
dth_____..___) G0 72| 20 ;273 53| 40| 922|221 | 75122 45| 33.2

1 Having wage credits [n 2 or were years.

1 Having wage credits for the firs{ tims,

Social Security

Tahble 6.—Percentage disirtbution of all
workers and 4-quarter workers, by
amount of taxable wages received im

1940 and 1942

1940 12
Amount of
taxable wages All |Yauars} g pd-auar-
workers| YT lworkers|_, 1

workers workers
Total ... 160.0 | 100.0 | 100.0 100.0
Sl L 22.8 2.1 20.7 1.1
10.8 81 10.5 3.0
B.6 9.0 8.0 4.0
10.2 13.1 7.3 .5
8.7 12.3 1.2 B.5
7.4 11.1 6.4 9.4
66 10.3 5.6 86
6.5 80 4.8 7.9
4.3 7.0 4.4 7.5
3.6 5.9 4.1 7.2
2.5 4.2 3.7 6.5
1.7 2.8 1 56
1.3 2.1 2.7 4.8
1.0 1.8 2.2 4.0
¥ 1.1 1.9 3.3
3.3 3.4 7.8 9.2
Male______ 100.0 [ 1000 | 100.0 100.9
10.5 1.6 15.8 .8
9.4 37 87 2.1
7.9 6.1 6.9 3.3
8.4 0.3 §.1 4.6
8.0 10.3 5.7 58
.0 1.1 5.6 6.7
7.7 11.5 8. b 7.4
8.0 10. 6 5.4 8.0
5.5 87 54 8.6
4.7 7.5 b.4 8.7
3.4 5.4 5.0 8.2
2.3 3.7 4.4 7.3
1.7 2.7 3.8 8.4
1.3 21 31 5.3
0 1.4 2.7 4.5
4.5 4.4 10.8 12.4
100.0 100.0 | 100.0 100.0
310 3.8 31.8 2.0
14.4 0.3 14. 5 5.4
14.1 17.8 10.6 9.5
14.9 24.2 10.0 16.3
106 18. 4 10.3 10.8
8.3 1n.2| .83 17.0
3.7 0.8 6.8 11.9
2.1 3.8 .6 7.6
1.0 1.9 2.2 4.7
.9 1.2 1.3 2.9

.4 T

.2 .4

.3 4

.3 N

pep—
=
=]

——

—_—
od
o

number and pattern of quarters in
employment was about the same in
1942 as in 1940. More than half the
workers received taxable wages in all
4 quarters; the remainder were about
equally divided among those with only
1, 2, or 3 quarters of wage credits in
the year. Relatively more men than
women had wage credits in all £ quar-
ters, the percentages being 57 and 45,
respectively, in 1942. Among Negroes,
the percentages with wage credits in
all 4 quarters were 49 for the men and
26 for the women. A substantial pro-
portion of all persons with some cov-
ered employment in 1942 had not
worked steadily throughout the year,
even when thelr covered employment
is measured by so gross g yardstick as
receipt of $1 or more in taxable wages
in a calendar quarter.
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There were relatively more young
persons among the workers with wage
credits in oniy 1, 2, and 3 quarters in
1942 than among those with wage
credits in all 4 quarters. -‘The median
age was 35 years for the 4-quarter
workers, 31 years for 3-quarter work-
ers, and asbout 29 years for 1 and 2-
quarter workers,

Changes in Earnings in Covered
Employment

Fully as striking as the increase in
the number of persons in covered em-
ployment between 1940 and 1942 was
the increase in their taxable wages.
The average amount of taxable wages
received by all workers was $926 in
1940 and $1,118 in 1942, an increase
of 21 percent; for persons with em-
ployment in all 4 quarters the average
rose 28 percent, from $1,303 to $1,678.
These flgures do not represent aver-

Table 7.—Percentage distribution of “experienc

Chart 1.—Percentage distribution of "experienced” 4-quarter

workers by amount of

wage credils, for each sex, 1940 and 1942

PERCENT ._ PERCENT
30 30
MALE FEMALE
20 20
[}
10 i 10
e i
‘Il‘~ "
Ry
I d : 0
Si- $600-  SI1200- SI1800- 5240Q0- 53000  SI- $600- SI1200-  SI1B00- $2400- S$3000
199 199 1399 1993 2599 199 799 1399 1999 2559
waGE CLASS WAGE CLASS

age total wages received by workers
in covered occupations, because all
wazce payments after the first $3,000
in the year, being nontaxable, have
been excluded in computing the aver-
age. The proportion recelving $3,000
or more was 7.5 percent in 1942, as

" workers ! by amount of wage credits

Jor selected quarters with wage crediis, for each sex, 1940 and 1942

Total Maule Femalo
Amount of wage credlits
1840 1942 1040 1042 1840 1942
100, 0 100. 0 100.0 | 100.0 100.0 104. 0
17.1 18.3 4.6 10.5 23.8 20.2
102 8.8 8.7 7.1 14.3 12.0
10,0 7.6 8.0 G4 15. 5 1.0
1L1 7.7 B.9 6.0 17.1 12.0
0.6 8.0 8.7 6.0 2.2 13.4
8.2 7.3 B8 5.8 7.2 1.1
1.3 a.4 8.4 6.0 4,2 7.6
8.1 57 7.6 6.0 2.4 4.8
4.8 62 8.1 6,1 1.2 2.9
4.0 4.9 5.2 i) .8 1.8
2.8 4,4 a.7 8.7 .5 1.0
1.9 3.7 2.6 5.Q .2 B
1.4 a2 i.9 4.3 .1 .3
1.1 2.7 1.4 3.6 .1 .2
.8 2.2 1.4 3.0 W1 .1
3.8 1 4.8 123 .3 N
10C.0 100.0 | 100.0 100.0 i00.0 100, 8
2.0 B 1.4 .7 3.6 1.8
4.4 2.8 3.8 1.9 1.0 4.9
8.9 4.6 §.0 3.1 17.4 8.8
13.2 7.1 9.3 4.4 24. 5 14. ¢
12,4 0.4 10.3 57 18.7 20.2
11. 2 9,5 1.1 6.6 11.3 17. 6
10. 4 B.7 1.7 7.1 8.7 12.3
8.9 8.0 10.6 8.0 3.8 7.8
7.0 7.0 8.8 8.8 1.0 4.8
5.9 7.3 7.6 8.8 1.2 3.0
4.2 6.6 6.4 8.3 .8 1.6
2.8 57 3.7 7.4 ] ']
2.1 6.0 2.7 8.5 .2 .5
1.8 4.1 2.1 5.4 .2 .3
11 3.4 1.4 4.5 LI .2
3.4 &5 4.4 12.7 .4 ]
3 qQuAarters ONlY - o e 100.0 100.0 | 10Q.0| 100.0 100.0 100.0
B1-100 e eiemasvaama———o 14.4 83 11. 8 §.1 21.2 14.8
200-300__ 211 14,4 17.6 10.9 30.6 25,0
4005699 _.. 19.6 159 17.2 12,4 25.7 257
600-799_ 138 133 141 1.8 131 1.6
0-099__ 9.1 1.9 10,7 10. 2 5.0 B8
1,000-1,169 5.9 7.2 7.3 8.3 2.2 4,2
1,200-1,399 a.h 6.3 &0 6.5 -8 1B
1,400-1,599 2.6 3.7 3.3 4.8 .4 .7
1.600-1,790 L3 2.8 1.9 34 .2 .3
1,800~1,899 1.1 1.9 1.4 2.4 .1 .2
2,000-2,199 .7 1.3 .9 LT ® .1
2,210-2,399 .5 .9 .7 1.2 .1 .1
2,400-2,509 . .3 -8 4 -8 (’; 5';
2,600-2,799. ) .4 .3 N @ 1
2,800-2,900. .3 .5 .4 T @ O]
000, - e ——— e s 5.1 13.8 G. 8 18,2 .5 .7

t Having wage credits in 2 or Teoro years.

? Less than 0.05 percent,

against 3.3 percent in 1940 (table 6).
Among the 4-quarter workers, the
proportion rose from 3.4 percent in
1940 to 9.2 percent in 1942. The pro-
portion of workers receiving less than
$200, on the other hand, was only
slightly less in 1942 (21 percent) than
in 1940 (23 percent).

As table 7 indicates, the improve-
ment in taxable earnings was best re-
fiected, perhaps, in the increased
amount of wage credits received by
men with 4 quarters in employment
and with wage credits in 2 or more
years. The distribution of taxable
wages received by such workers shows
a modal concentration between
$1,800 and $1,999 in 1942, whereas in
1940 the concentration was between
$1,200 and $1,399. During this pe-
riod the percentage receiving less
than $1,800 declined, and the per-
centage recelving more than that
amount increased correspondingly.

The distribution of women who
had 4 quarters of wage credits and
who worked in 2 or more years in
covered employment showed similar
increases but on a much smaller
scale. A comparison of the percent-
age distributions of 1940 and 1842
shows that the modal concentration
for this group rose from $600-799 to
$800-999, with sharp declines in the
percentage earning less than $900 in
1942 and corresponding increases in
the percentege earning more than
that amount.

The rise in taxable wages for 4-
quarter workers may be ascribed to
increased steadiness of employment
within the quarters, lengthened hours
of work, occupational upgrading, and
increased wage rates, all of which af-
fected men to a relatively greater
extent than women.

The distributions of new workers
also showed increases between 1940
and 1942 in the amount of taxable
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Soclal Security

wages paid, but the incresses among
the 4-quarter workers have been oh-
scured by the extension of coverage in
1940 to maritime and national-bank
employees (table 8). Since practi-
cally all these were 4-quarter workers,
receiving relatively high wages, the
percentage of new workers in the
higher wage hrackets was higher in
1940 than in 1942,

The rise in average wage credits be-
tween 1940 and 1942 was relatively
greatest among the youngest workers
and Negroes. The average annual
taxable wage of Negroes rose 36 per-
cent, as compared with the rise of 24
percent for white workers. For Negro
women, however, the average was 0.4
percent less in 1942 than in 1940, pri-
marily hecause of the short-term em-
ployment of many who entered coy-
ered employment for the first time in

Chart 2.—Percentage distribution of "'new” 4-guarter workers by amount of wage credits,
q

Jor each sex, 1940 and 1942
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1942, Those with wage credits in all
4 quarters, on the other hand, had an
average annual taxable wage in 1942
which wag 21 percent greater than
the corresponding average for 1940.
In relation to age, the rise in the

Table 8.—Percentage distribution of *mew” \ workers by amount of wage credits for
 selected quarters with wage credits, for each sex, 1940 and 1942

Total Male Female
Amount of wage credits
10 1942 1940 1642 1Mo 1942
100.0 | 100.0 100.0 | 100.0 | 100.0 100.0
80. 3 65.6 62,4 49.8 73.8 62.0
15.6 19.3 14.0 18.8 14,9 1007
8.5 10.0 .2 10.4 5.3 0.5
3.1 5.6 a8 6.4 1.9 4.7
1.8 3.2 2.2 4.2 L1 2.1
1.3 2.0 1.5 2.0 .8 1.0
1.1 1.3 12 21 .8 .5
Ny .8 1.0 1.4 .6 .2
.8 .6 .8 10 ] .1
.6 .4 .8 .8 .2 .1
.4 .3 .6 6 A
.3 2 .4 .4 O] *
.2 .2 .4 .3 )] {
.2 .1 .8 .2 L] (o]
.2 .1 .2 .2 (0] [
.a .3 1.3 .5 6]
100.0 { 100.0 | 100.0 | 100.0 ! 100.0 100.0
7.9 6.1 7.0 5.5 6.8 8.8
1370 M2 we| 123| =00 16.9
14.7 17.3 11.8 13.6 0.9 22.8
11.8 17,8 1.9 13.4 13.6 ) . 237
8.3 12.6 8.4 1 8.3 14.8
7.6 R.3 7.6 21 7.7 7.1
7.2 5.9 6.8 7.5 8.0 3.8
6.5 4.3 6.9 5.9 5.6 2.1
4.5 a.2 5.3 4.8 28 1.1
4.2 2.7 5.4 4.2 1.6 .6
3.0 2.0 3.9 3.2 B .2
2.3 1.4 3.3 2.3 .3 W1
1.9 1.2 2.7 2.0 2 .1
1.5 .B 2.1 1.4 .2 .1
1.2 T 1.7 1.2 0 Q]
3.7 L6 5.3 2.5 .2 .1
3quarters only. ... 100.0 100.0 | 100.0 | 100.0 100.0 100. 0
2.8 19.8 20.5 18.1 36.4 22.3
3.2 2.1 27.5 232 a8. 8 30.3
18.4 21.1 19.8 17.3 18.6 26. 2
8.0 i2.1 10.1 11.7 3.6 12,5
4.3 7.0 8.7 8.6 L5 4.8
1,000-1,19% . 2.0 4.0 2.8 8.2 ] 2.3
1,200-1,389____ 1.3 3.2 1.9 4.7 .3 1.1
.7 1.9 1.0 3.1 .1 .3
.4 1.3 .8 2.1 .1 .1
4 .8 .8 1.4 .1 .1
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1.7 4 2.5 .8 1 (%)

1 Havilng wage credits for the flrst $ime,

% Less thap 0,05 percent.

average annual taxable wage was
greatest for those under 20 years of
age, and progressively less for each
older group. This youngest group re-
ceived an annuel average taxable -
wage of $228 in 1940 and $388 in 1942,
an Increase of 70 percent, Among
the workers aged 70 and over, the in-
crease was only 5 percent.

For workers in each age group ex-
cept those under 20, the percentage
increase was pgreater for 4-quarter
workers than for all workers. The
average taxable wage of all workers
increased 21 percent; that of 4-quar-
ter workers, 29 percent. Among the
4-quarter workers, the average of the
under-20 group rose from $527 in 1540
to $848 in 1942, or 61 percent; for
those 20-24 years of age, the increase
was 50 percent, and for those aged 70
and over, 15 percent. Inasmuch as
the 4-quarter workers probably had
fairly steady work in 1940 as well as
in 1942, the rise in taxable wages may
be ascribed chiefly to lengthened
hours of work, occupational uperad-
ing, and increased wage rates.

Migrant workers received taxable
wages averaging _$1_ZBB in 1942, as
agalnst $1,105 for nonmigrant work-
ers (table 4). There are several
reasons for this difference. A sub-
stantial proportion of workers with
wage credits in 1942—39 percent—
received less than $600 in taxable
wages. For the most part, such low
earnings during & prosperous year in-
dicate short-term employment, and it
is probable that most of the workers
with only brief periods of employment
were nonmigrants. The inclusion of
a large number of short-term work-
ers among the nonmigrant group
lowers their average. Moreover, a
higher percentage of migrant than of
nonmigrant workers were men, whose
wage rates and total earnings are
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typically higher than those of women
workers. In 1942, 79 percent of the
persons with wage credits in two or
more States were men, as against 66
rercent among workers with wage
credits in a single State. A third
factor making for higher earnings
among Mmierant workers is that this
group contains a number of persons
who, although working for a single
employer, are transferred from State
to State. Such workers are often
highly trained and steadily employed
at good wages, and their earnings
tend to raise the average for the mi-
grant group as & whole.

Changes in - Insurance Status of
Workers

1t is estimated that 6.4 million more
persons were fully or currently in-
sured* under old-age and survivors
insurance at the beginning of 1943, the
second full year of the war, than at
the beginning of 1941. From an estl-
mated 24.9 milllon at the beginning
of 1941, the number rose fo 31.3 mil-
lion at the beginning of 1943. In
spite of this increase, the percentage
insured among all estimated living
workers with wage credits declined
from 55 percent at the beginning of
1941 to 53 percent at the beginning
of 1943. ’

The major reason for this percent-
age decline was the abnormal infiux of
new entrants into covered employ-
ment during 1941 and 1942, More-
over, the number of persons who have
withdrawn from covered employment
without having become entitled to
beneflts is cumulatively increasing.
Some of these persons were insured
when they left covered employment
but lost their insured status some time
afterward; others never were insured.
Data on the number of persons with

2 A fully insured individual is (1) one
who had not less than 1 quarter of cov-
erage for each 2 of the calendar quarters
elapsing after 1938 or after the quarter
in which he attained the age of 21, which-
ever is later, and up to but excluding the
quarter In which he attalned age 65 or
died, whichever occurred firast, and in no
case less than 6 guarters; or (2) one who
has had at least 40 quarters of coverage.
A person with 40 quarters of coverage Or
who had attained age 85 while fully
insured or who had sufiiclent quarters of
coverage to enable him to attaln age 65
while fully Insured is permsanently in-
sured., A currentiy insured Individual is
one to whom taxable wages of not less
than 850 have been paid for each of not
less than & out of the 12 quarters im-
mediately preceding the quarter in which
he dles.

wage credits who have died are incom-
plete,! and none are avallable on the
number of workers who have become
totally incapable of gainful employ-
ment or on the number of women who
have withdrawn {rom the covered
labor market in order to manage their
own households. It is expected, how-
ever, that the number of women who
withdraw will increase considerably
after the war, Except for those who
will have become permanently insur-
ed, these women will eventually lose
the insured status acquired during
their stay in covered employment,
thus boosting the percentage of all
women with wage credits who are un-
insured.

A higher proportion of the workers
with wage credits had only currently
insured status at the beginning of
1943—5.2 percent—than at the be-
ginning of 1%41—1.5 percent. The
proportion of fully insured individuals
declined from 53 percent at the be-
glnning of 1941 to 47 percent at the be-
ginning of 1943, although the absolute
number increased. The proportion of
persons with only currently insured
status may be expected to increase,
whereas the proportion fully insured
may change very little or even decline,
owing to the fact that, as time goes on,
the requirements for fully insured
status become progressively more
rigorous for most persons who were 21
vears old before January 1, 1937. At
the beginning of 1941, a worker who
had attained age 21 before January 1,
19317, but was under age 65 needed 8
quarters of covetage out of the 16 cal-

endar quarters that had elapsed since .

the start of the program in order to
be fully insured, and only 6§ out of the
last 12 to be currently insured. At the
beginning of 1943, however, such &
person needed 12 quarters of coverage
to be fully insured and still needed

! Estimntes of the proportion of lving
persons with wage credits who were unin-
sured at the beginning of 1941 and 1943
differ only by about 0.5 percentage points
from the proportion uninsured computed
from the tobulated data, The tabulated
data do not Include deceased workers on
whose wage records survivor benefits had
been awarded but do include an unknown
number of dead workers, most of whom
were uninsured. Because of the slight
differences in these percentages and be-
cause of the dificulty of estlmating the
number of live workers by pattern of years
with wage credits, the proportlons Insured
or uningured given in this article are those
shown by the tabulated data. The effect
of tncluding dead workers in the data 18 to
ralse the proportion uninsured, because
most of the unknown dead are clagsifled as
uninsured.

only 8 out of the last 12 fo he cur-
rently insured,

Differences among the sex, race,
and age groups in the percentage in-
sured at the beginning of 1943, as
compared with the beginning of 1841,
arose primarily out of the relative
differences in the various groups who
had first entered covered employment
between 1940 and 1942, Although the
same percentage of men with wage
credits was insured at the beginning
of 1941 as at the beginning of 1943—
58 percent—the corresponding per-
centage for women decreased from 46
to 41 percent. This decline chiefly
refiects the large numbers of women
who entered covered employment be-
tween 1940 and 1942 and had not been
in covered employment long enough to
become even currently insured. It is
also partly a reflection of the growing
numbers of women with wage credits
who had left covered employment.

At the beginning of 1943, a greater
proportion of the younger workers
under 25 years of age, and & smaller
proportion of those aged 25 and over,
were fully insured than at the be-
ginning of 1941. For those under 20,
the percentage of fully insured indi-
viduals rose from 11 percent at the -
beginning of 1941 to 13 percent at the
beginning of 1943; and for those 20—
24 years of age, from 48 to 52 per-
cent. At age 25 the percentages be-
gan to decline progressively, For the
25-29 year group, the percentage de-
clined from 58 to 50 percent; for those
aged 60-64, from 59 to 48 percent, and
for those 65 years and over, from 59 to
45 percent. These declines were offset
in part by a rise in the percentage
currently insured among all groups
aged 25 years and over. -

The more rapid decline in the per-
centage insured among the older
workers reflects the relatively greater
number of new entrants—all of whom
were uninsured—and reentrants into
covered employment—most of whom
were uninsured—among the older
workers, The absolut¢ number of
fully insured individuals, however, in-
creased during the period. The rise
in the pereentage insured among
younger workers is due to the rela-
tively greater increase in their aver-
age taxable wages and in opportuni-
ties for steady work. Moreover, per-
sons under age 25 needed no more
gquarters of coverage to become fully
insured in 1942 than did workers of
the same age in 1940, On the other
hand, persons aged 25 and over who
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‘Table 9.—Percent of workers with wage
coredits in 1940 and 1942 inswred and
uninsured Jantary 1, 1941, and Janaary
1, 1943, respectively, by regions ranked
according to the percentage imsured
January 1, 1941

Fully or
currently Uninsured
Insured
Reglon
Jan. 1, [ Fan. 1, | Jan. 1, | Jan. 1
1041 | 1943 | 1941 | 1943
United States..| 68.0( 62.0  32.0 71
Middle Atlantie ... 74.2| 0.0 258 20.1
New England.__.___.| 73.1( 70.3 | 20.0 2.7
East North Central..| 71.9| 67,1 28.1 3.0
Pacifie.___._._____.. 65.7 | 68.4( 3.3 41.6
West North Central .| 620 ( 56,3 | 37.1 4.7
Bouth Atlantio ... 01.1| 58.0| 38.9 41. 4
Mountain. ... BR7| 4871 453 5L.3
Tast South Central.-| 58.5 1 6222 | 4L.6 47.8
West,_Bouth Central.| 5.0 [ 47.8 | 44.0 52.2

first entered covered employment in
1942 needed at least 2 more quarters of
coverage in order to become fully in-
sured than did a person of corre-
sponding age in 1940, provided neither
had attained age 65.

The impact of the war on the in-
surance status of Negroes was much
the same as for all persons in covered
employment. The percentage of
Negroes with wage credits who were
fully insured declined from 35 percent
at the beginning of 1941 to 29 percent
at the beginning of 1943. The per-
centage with only currently Insured
status increased from 2 to 7 percent,
and the percentage uninsured, from
63 to 64 percent. Among both Negro
men and women, the percentage fuily
insured was lower at the beginning
of 1943 than at the beginning of 1941,
but the percentage currently insured
was higher, The percentage unin-
sured, however, declined from 60 to 59
percent for the men, presumably be-
cause steadier employment amoneg
persons in covered employment more
than offset the effect of large numbers
of new entrants. The corresponding
percentage of uninsured among the
Negro women increased from 73 to 80
percent.

The war boom in employment af-
fected the insurance status of workers
in the various geographic regions
about in proportion to the relative
number of persons entering covered
employment for the first time in 1941
and 1942. Among workers with wage
credits in 1942, the percentage of in-
sured workers was uniformly lower in
all regions at the beginning of 1943
than the corresponding percentage
at the beginning of 1941 for workers
with wage credits in 1940 (table 9),

With one exception, the Northeast-
ern States—New England, Middle
Atlantic, and FEast North Central
States—showed the least decline in
the percentage of insured, probably
because these States are highly in-
dustrialized and had relatively fewer
new entrants into covered employ-
ment in 1841 and 1942 than the other
regions. Only in the South Atlantic
States was the decline in the percent-
age of the insured smaller than in
the Northeastern States. Against
the large numbers of workers who
received wage credits for the first
time during 1941 and 1942 in the
South Atlantic States was the offset-
ting fact that the greatly improved
employment conditions in that re-
gion enabled many of those who al-
ready had some wage credits to ac-
quire insured status.

Conclusions

The boom in employment and
wages in the first full year of the war
had the immediate effect of raising
the average monthly wage on which
benefits are based and of increasing,
at least temporarily, the number of
persons Insured. There was an even
greater increase, on the other hand,
in the number of persons who were
uninsured, because o£ the many who
were attracted into covered employ-
ment by the demand for manpower
but had not had covered jobs long
enough to become insured,

At present, most of the persons re-
ceiving old-age benefits are persons
who have been forced into retirement
because of ill health or other reasons
for unemployability.* As a whole, the
average wages on which their benefit
amounts are based are below the
average of those who have remained
in covered employment. The average
primary benefit In force at the end of
1940 was $22.69; at the end of 1942 it
was $22.96, and 1t will probably re-
main at this level until the end of the
war, It is estimated, however, that
the average size of the primary bene-
fits payable to persons of retirement
age who are now working would be
about $26 or $27 a month. A sharp
increase is therefore anticipated, not
only in the number but also in the size
of the benefits paid after the close of
the war, when many aged workers
will probably be laid off. The in-
crease in size of benefit resulting solely

$ See Wentworth, Edna C., “Why Bene-

ficiaries Retire,” Soctal Security Bulletin,
Vol. 8, No, 1 (January 1945), pp. 16-20,

from the increase in the average
monthly wage during the war, how-
ever, will be rather moderate, since
the increase in the primary benefit .
will in most cases be only about 10
percent of the increase in the average
monthly wage.

A large number of the older work-
ers have become insured as a result
of war employment, and many will
apply for beneflts as soon as they have
been laid off. Inthe early years of the
program, older workers approaching
retirement age can become fully in-
sured and eligible for retirement ben-
efits on much easier terms than young
workers, who will have to pay taxes
on wages received in at least 10 years
before becoming eligible for old-age
benefits at age 65. The war is making
it possible for many older persons to
obtain benefit rights and has also
made many persons currently insured
for at least a time, protecting their
dependents in the event the worker
should die. The net result has been
to boost the number of persons who
will be eligible for benefits after the
war.

Nevertheless, many persons who
have taken wartime jobs, particularly
women and older persons, will not
have worked Iong enough by the war’s
end to have become fully or perma-
nently insured. Though some may
have galned the current protection of
survivors’ insurance, to many the tax
on their wages will represent deduc-
tions for which no protection has been
given in return. It may be eXpected
that after the war there will be a re-
distribution of workers among the
various industries in something like
the pre-war proportions. As a con-
sequence, the proportion in covered
employment will decline and that in
noncovered employment will increase,
Most of those who leave covered em-
ployment will lose their insured sta-
tus some time thereafter. This group
will include women who leave the
labor force to return to the care of
their homes, although many of them
will have a chance to qualify on the
present or future wage records of their
husbands. Others who will lose their
insured status include farmers, small
employers, proprietors, teachers, and
persons in other occupations not yet
covered by the act. Only the exten-
sion of coverage and the majntenance
of reasonably full employment will
enable workers to retain the insured
status which many have acquired
during the war,



