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policy, which-—should Mrs. Smith live
till age 75—will pay out $13,000 or
more to his widow and children.
The Social Security Board believes
that, in justice to an occupational
group which stands in serious need
of insurance protection, the Bocial
Security - Act should be amended to
provide old-age and survivors insur-
ance for all persons engaged In “agri-
cultural labor” as well as farmers,

and that unemployment compensa-
tion Ukewise should cover farm em-
ployees. The Board has also recom-
mended that the present social in-
surance program be broadened to In-~
clude insurance against wage losses
due to disability and medical and
hospitalization insurance. Agricul-
tural labor and farmers would bene-
fit from such broadened insurance
protection., The social Insurance

principle is already being used by
almost 50 million industrial and com-
mercial workers who earned wage
credits under old-age and survivors
insurance in 1840. More than a mil-
lion persons already are entitled to
monthly insurance benefits. By
bullding on the existing foundation,
agricultural labor and farmers can
obtain maximum social security pro-
tection at minimum cost.

Children and Family Security

By Thomas ). Woofter, Jr.*

THE CONCENTRATION OF children in
families with low incomes was dis-
cussed in a previous article! Some
of this analysls of the composition and
Income of nonfarm families receiving
wages or salarles only Is recapitulated
{in table 1. It was pointed out that
nearly haif of the children (under 18
vears of age) were in the one-seventh
of the families which had three or
more children apiece; that more than
two-thirds of the children were In
familles in the lower half of the in-
come distribution; and that geo-
graphic variations in wage levels and
family sizes create areas of especially
pronounced dlsadvantage.

The present article explores the
problem of judging the adequacy both
of private incomes and of incomes de-
rived from social insurance benefits
and public assistance payments, par-
ticularly those benefits and payments
which affect the largest numbers of
families with children.

In the first article it was demon-
strated that it is necessary to reduce
total family income to a modified per
capita or unit basis in order to com-
pare families of varying compositions.
The method of reduction used was to
allocate a value of one unit to adults
and one-half unit to children in order
to calculate the number of family
units in the family. By this method

*Mrector of Research, Federal S8ecurity
Agency.

1'Children and Famlly Income,” Social
Security Duiletin, Vol, 8, No. 1 (January
1845), pp. 8. This analysis, based on
the census of 1940, covered the urban and
rurnl nonfarm Tamilles recelving lncolne
In 1939 from wages or salaries only—42
percent of all famillee. Family income
was reduced to unit (modifled per capita)
income by dividing it by famlily units
which value adults as one unit and chll-
dren as one-half, Full deflnitions of
terms and categories are given in the tech-
nical note of the article cited above,

it appeared that the income per unit
of families without children was more
than twice the unit income of the
families with three or more children,
which included nearly half the chil-
dren. The same device is used in this
article to reduce incomes which sup-
port families of varylng sizes and the
costs of fixed budgets {0 a comparable
basis. The family unit incomes cited
are, therefore, to be interpreted as
income per adult person or per adult
equivalent.

Measures of Adequacy

To measure the adequacy of the
income of a family or group of fam-
ilies, two scales are at hand, both
having advantages and disadvan-
tages. These scales are, first, the
cost of an independently determined

" budget of goods and services which
are considered as a minlmum neces-
sary for an acceptable level of living
for wage-earning familles® and,
T iPuller discussion of the budgetary
method of determining adequacy, to-
gether with description of various bud-
gets, may be found In Security, Work, and
Relief Policies, National Resources Plan-
ning Board, Committee on Long-Range
Work and Relief Policles, 1943, pp. 181-
184 and Appendlx 16.

second, the median income avallable
In the area under consideration,
which is the measure of the level
below which half of the famllies ac-
tually Ive. :

The application of both yardsticks
to incomes in 33 cities {s shown in
table 2 and chart 1, which compare
the lower half and lower quarter of
family unit Incomes from wages or
salaries with the family unit cost of
the maintenance budget. This budg-
et comprises the gopds and services
originally selected by the WPA as the
measure of the normal needs of a
wage-earning or white-collar family.
It was subsequently revised by the
Bureau of Labor Statistics and priced
in the 33 cities shown,

The average unit cost of the main-
tenance budget in these cities in 1940
was $427 as against a median national
urban unit income of $533. The
range in the unit cost of the budget
was from $365 to $467. The range in
median unit income on the other
hand was from $303 to $704. In 6
of the low-wage cities the unit cost of
the budeget was above the median in-
come, and in all of the 33 cities the
unit cost of the budzet was above the
lower quarter of the incomes, indicat-
ing that from about 25 to 70 percent
of the families, including about 35

Table 1.—Families and children, by number of children in family and family unit income
[Noxntarm familles, 1940, with only wage or salary ncome ln 1930)

Unlted Btates South New York City
Famlily type snd femily unit
Ingome Percent of | Porcent of | Percent of | Percent of | Percent of | Percent of
families children familles children families children
Family type:

® Ng cislrilfd_. . 47 0 a7 0 52 0
Tchild .. . 4 20 28 18 24 27
2 children... . 15 32 17 24 15 25
3 ]or 1::1(31;(9i children. ... 14 48 2 58 ] ]
« Family unit income: " " 2 2 ) s
17 32 22 a3 9 21
20 20 22 18 15 21
15 13 12 B 10 1B
17 B8 12 8 20 z
20 11 12 i} 37 18
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to 80 percent of the-children, were
living at a level below that repre-
sented by the maintenance budget.

The income distributions of fam- .
ilies and children- in one of the
higher-income cities, New York, are
also shown in table 1. Here, over 45
percent of the children were in fam-
ilies with less than the national me-
dian nonfarm unit income of $474,
which was about the same as the unit
cost of the maintenance budget in
New York ($467). Thus, even in the
most prosperous areas, disadvantaged
familles may be found in consider-
able numbers, no matter which of the
two measuring rods is used, and these
famllies include a disproportionate
number of the children.

The differences in the two meas-
ures may lead to two conclusions—
either that the so-called maintenance
budeet is an artificial standard be-
cause it defines a level higher than
that at which considerable propor-
tions of the families live, or that earn~
ings in many instances are too low to
support a satisfactory level of living.

Probably both of these conclusions
are to some extent justified. The
relative emphasis placed on these al-
ternative Interpretations will depend
upon the philosophy of the interpret-
er. The liberal will urge that every
normal family should have earnings
which would support the mainte-
nance standard or better, while the
conservative will advocate a standard
of adequacy nearer the actual living
level of the less well-to-do family.

It is noteworthy from the compari-
sons in table 2 and chart 1 that among
these cities, most of which are rather
large, the range of median family in-
come is 132 percent of the lowest in-
come., This range would be some-
what wider if smaller cities and towns
had been included, the national aver-
age unit incomes for all urban work-
ers being $533, and for rural nonfarm
workers, $336. Thus, avergge family
incomes of the highest-wage cities are
more than 200 percent above those in
the lowest-wage villages,’

In contrast to this wide fluctuation
in family incomes, the cost of the

Table 2.—~Comparison of median and lower gquartile income,' 1939, and cost of
mainfenance budget, 1940, 33 cities

City

United Btates,2urbnn. .. . _.

Washington, D, C_ . ...
San Francisco, Culif, _ e
Seattle, Wash._.
Portland, Oreg_.
Los Angeles, Call
Chicago, 11l .__.
New York, N, Y
Detrait, Mich...
Minneapolis, Minn. ,
Milwaukee, Wis
Buitale, N. Y__.
Boston, Mass.
DNenver, Colo. _. -
Cleveiand, Qhlo...__._..__.__
Kansas City, Kans, and Mo. .
Philadelphin, Pa_____________.
Pittsburgh, Pa__
8t. Louis, Mo,
Indianapolis, In
Baltimore, Md
Cincinnati, Oh
Houston, Tex.
Richmand, Va.
Portland, Maing 4.
Manchester, N. HY___...
Norfotk, Va____.___
Jacksonville, Fla
Beranten, Pa____.
Atlanta, Ga, ...
New Orleans, La. .
Birmingham, Ala__
Memphis, Tenn,

Family unit
Pereent of
Income t fam(lies lv-
Cogt of ing below
L mnl[)nt(qlznance maintenance
: Gwer dget
Median |0, 0rtile

£533 321 15427 33
704 435 461 n
GRA 437 446 26
633 397 426 28
630 388 402 26
620 400 407 26
612 395 447 31
611 334 467 35
611 [131 442 20
5ug 380 434 30
560 ard 430 32
534 378 403 20
540 350 444 38
516 124 395 34
527 341 429 7
523 306 385 34
510 341 407 34
515 N7 409 36
514 300 426 36
508 313 305 35
505 321 403 35
494 304 41} 30
488 263 401 40
484 253 408 41
459 a3 413 38
458 296 410 44
416 235 407 48
412 222 398 47
411 245 44 52
381 213 412 55
355 168 393 &0
349 188 392 57
309 179 309 67
303 160 365 £3

! For nonform families, 1940, with only wege or
salary ingome in 1939,

11U, 8. rural nonfarm family unit income: median
$376, lower quartile $180.

3 Average for the 33 cities listed. The total con-
tent of the mninienance budget was deslgned to
support 2 adults, 1 child about the average age of

children, and 1 child older {han the average: allow-
iog 34 unii for the average child and 3{ unit for the
older child, the maintenance hidget would support
3} units. This faetor has been used in reducing
totn] cost {0 unit cost.

+ Represents income for State urban population,

maintenance budeget is relatively in-
fiexible. The cost in the highest city
is only 28 percent above the cost in the
cheapest city, and the variation from
village to city is probably in the neigh-
borhood of only 20 percent.’

In contrast to the 200-percent
range in average income there is an
approximate range of only 50 percent
in budget cost, with the result that the
budget yardstick exceeds the family
incomes of widely varying proportions
of the workers in cities and towns of
varying sizes in different regions.

These differences between the cost
of a fixed budget of goeds and services
and the income available in various
circumstances for its purchase em-
phasize the inappropriateness of the
cost of a single budget as a yardstick
of adequacy in all places and for all
purposes.

Budgets are usually designed as a
means of expressing quantitatively the
goods and services considered neces-
sary for a normal level of living of a
particular class of families, such as
wage-earner families, relief families,
and low-income farm families. Such
specific budgets must, therefore, be
used with caution in measuring the
income of groups other than those for
which they were designed. This difi-
culty would be lessened if more varied
types of budgets were available as
measures.

Also, levels of living change as the
general level of income changes and
as local conditions and customs vary.
Economies are practiced in large fam-
ilies in low-income areas which tend
to become accepted as in accord with
a satisfactory standard of living but
which are not measurable by means
of a standard budget designed for the
average family type.

In general, it may be said that
measurement of family income by
comparison with the cost of a fixed
budget indicates its relationship to the
amount of money necessary to main-
tain the level described by the budget.
On the other hand, measurement by
comparison with the average family
income indicates the relationship of
the average amount of money avail-
able for living and, hence, involves a
comparison with the prevailing pat-
tern of living in the ares wunder
consideration.

"8 This rough estimate is based upon the
difference In prices of the malntenance
budget In the 33 cltles in table 2 and 15

villages ih which the same budget was
priced in 1940.
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In the appraisal of private incomes,
such as those provideéd by basi¢c mini-
mum wages or by the wages of a cer-
tain occupational group, adeguacy
may be most dppropriately deter-
mined by combarisoh with the cost
of the maintenance budget or 4 sim-
ilar budget. This is the case becgause
the budget providés an absolute
measuring rod which is determined
independentiy of the wage level of a
community or industry. Also, it
makes allowances for variations in
living costs from time to time and
place to place without being influ-
enced by wide variations in wages. In
order to develop the maximum utility
of budgets for this purpose, it would
be desirable t¢ have not only more
varied types of budgets but also more
frequent pricing in a greater variety
of areas.

Relation of Inadequate Income to
Assistance Needs

Few families above the average in
size and below the average in income
are able to accumulate substantial
savings. Pressing current necessities
cdemand so0 much .of their money that

little surplus remains for future secu-
rity. Consequently, an interruption
or even partial interruption to regular
earning may cause need for assistance.

The extent of this precarious Hving
in times of depression is shown in the
Consumer Purchase Study of 1935-36.*
In this study all types of families with
incomes up to $1,000 and the larger
families with incomes up to $1,750
reported avVerage expenditures in ex-
cess of income. 'These familles were
accumulating debts Instead of re-
serves. The proportion of families
with inadequate private incomes fluc-
tuates with the relative level of wages
and living ecosts. There are other
families in which there is no fully
employable breadwinner, Even in
periods of high economic prosperity
they need assistance. The extent of
this type of need is evidenced by the
fact that, at the peak of war-created
labor demand, public assistance pay-
ments were being made ta 2 miillion
aged perschs, 73,000 blind, 253.000

i National Resources Planning Bosard,
Family Expenditures in the United States,
Statistical Tables and Appendices, pp.
20-21.

families with dependent children, and
254,000 families or individuals in need
of general assistance.’

Aid to Dependent Children

Needy families with children are
eligible for aid to dependent children
in the event of the death, incapacity,
or absence of one or both parents. At
the end of 1944 there were over 600,-
000 child recipients under this pro-
gram. Since most of these families
have limited relationship to the labor
supply except in periods of abnormal
demand, there is not the same com-
pulsion to secale their beneflts below
potential earnings as is the case with
unempleyment compensation. Sound
policy should, therefore, allow bene-
fits in these ¢ases which would he
nearer to an accepted standard of
sdequacy. This, however, is not the
case., The traditional philosophy of
the poor laws in conjunction with the
limited funds avallable from many
State treasuries for assistance pro-
grams has resulted in & scale of as-
sistance grants which are far below

* Auppust 1944,

Chart 1. —Comparison of median and lower guartile family unit income,' 1939, and family unit cost of maintenance
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Chart 2.—Average annnal family unit income\ 1939, and average annual family unit
Payment, 1940, selecied programsA 7 States
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1 For nonfarm famllies, 1840, with only wage or salary income in 1036,
1 For ald to dependent children, represents October 1942 payments In terms of 1940 purchasing power; sea

table 3, lootnote 3.

average incomes. Information on
aid to dependent children payments
to families with no other income is
available for only six States. In only
one of these sixi=Massachusetts—did
payments for ald to dependent chil-
dren approximate survivor benefits
under old-age and survivors insur-
ance (table 3 and chart 2), The aid
to dependent children program in
that State ls well established, and as-
sistance payments have risen over a
number of years, In amount of as-
sistance per case Massachusetts top-
ped all States in 1940 and was con-
siderably above the second ranking
State.

The range of payments for aid to
dependent children among the States
in table 3 is from $286 to $64 per fam-
{ly unit. These figures are for fam-
ilies having little or no other income.

The limitation of matching by Fed-

ceral funds to a maximum of one-half

of $18 for the first child and $12 for
each subsequent child discourages
States from making payments which
exceed those amounts.” Many States
have imposed the same or other maxi-
mums. If these maximums were met
for all families without other re-
sources, the program would still not
provide adequate support, especially
since such a family ususally includes
a mother or other person whose pres-
ence In the home is necessary for the
care of the children,

The operation of this limitation is

illustrated in table 4, in which the
Federal matching maximums are
translated into annual amounts and
divided by the family units supported
(including one adult unit for the
family head).

If no maximums were imposed, as
in Massachusetts, public assistance
agencies could provide a closer ap-
proximation to adequacy for all types
of families by allowing for the family
head and for the children in relation
to their needs. To accomplish this,
increased State appropriations would
be needed as well as the removal of
the maximums and the variation of
the proportion of Federal funds for
matching in accordance with the
needs and taxpaying capacities of the
States.

Old-Age and Survivors Insurance—
Survivor Benefits

Under the provisions of old-age
and survivors insurance, the widow*
of an insured worker, if she has the
custody of dependent children, re-
ceives on her own account g monthly
sum equal to three-fourths of what
would have been the workers’ pri-
mary (retirement) benefit and on ac-
count of each child under 16 years of
age (or under 18 if in school) an
amount equal to one-half of the

fTnder certain clrcumstances, children

of a deceased insured woman may recelve
child’s henefits,

worker's primary benefit. Thus, a
widow with .two children would re-
ceive three-fourths of the primary
benefit for herself and two halves
of the benefit for the children, or 134
times the primary heneflt for the
family. This formula makes some
adjustment of the benefits according
to family size, but there is a family
group maximum of twice the primary
beneflt; hence, for the third child
only a partial benefit 15 added and
nothing is added for children beyond
the third.

Since survivor beneflts were estab-
lished only in 1939 and since deaths
are more frequent among older work-
ers after many of their children have
reached age 18, this program in late
1944 included only 300,000 child hen-~
eflciaries, but the number was in-
creasing at the rate of 7,000 per
month and extension of coverage
would substantially increase the num-
ber of eligible children,

In judging the adequacy of survivor
benefits, it should be kept in mind
that they were not intended to pro-
vide full adequacy but are considered
as supplementary to other resources.
As an indication of the extent to
which additional resources were
available to survivor families, special

Table 3.~—Average amnual family unit
income,) 1939, and average annual family
unil payment, survivers' insurance and
atd to dependent children, 1940, 7 Siares

Ald to
Burvivor

Bate | omt | bomet) | GREe

income 1 | Per family ; o
unit per family

unit
Massachusetts. | 3540 $270 £280
Wisconsin._ _.... 497 271 192
480 284 162

448 269 0]

374 267 a3
North Carolina. 308 215 72
Ark: 244 213 ¢4

1 For nonfarm families, 1840, with only wage or
palary intome in 1839,

1 Based on the 1940 monthly farlly benefit for
widow with entitled children. Owing to the limita-
tion of family benefit to 2 times the primary benefit,
there are slightly more children in these {amilics
than there are entiiled children; hence these figures
slightly exaggerate the nnit amount available per
family member. Unpublished data, Bureau of
Qld-Age and Survivors Insurance.

i Based on October 1942 paymcents reduced to 1040
value by allowing a 17-percent advance in cost of
living from January 1840-June 1942, Binece pay-
ments to dependent children are reduced in accord-
ance with other Income received by the familg, it
wagd necessary to estimate gayments to families ha
ing no other Incorme.  Such estimates were prepared
by the Bureau of Public Asslstance, on the basis of
a special study of aid to dependent children in Oc-
tober 1942, In which such date were svailable for 6
Btates. Families included received no cash income
above $ and, for the mosé part, no commodity in-
come above $5, except surplus stampas and eommod-
ities avellable through the Agricultura) Marketing
Administration and, In some instances, clothing
processed by WFPA.

4 Not reported.
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Table 4.—Maximum payments toward
which matching Federal funds are
available for aid to dependent children

Monthly | Anmual Unit
Famlly type pay- eqluivn- equiva.
ment ent ent
Adult, 1 child._____ 218 $210 $144
Adult, 2 children... 30 360 180
Adult, 3 children__. 42 [l 032

studies which were made by the Bu-
reau of Old-Age and Survivors Insur-
ance of these beneficiaries in seven
cities* indicated that in all these
cities, except Los Angeles, about 50
percent of their income was from
beneflts and about 50 percent from
other sources. In Los Angeles, about
60 percent was from other sources.

There are, nevertheless, circum-
stances in which families live entirely
or almost entirely on insurance bene-
fits. In the beneficiary studies re-
ferred to above, again with the ex-
ception of Los Angeles, from 12 to
18 percent of the survivor families had
no income besides the benefit, and
from 20 to 33 percent had less than
$150 of other income in the survey
year. In view of this prevalence of
other income, the benefit comparison
which follows should be interpreted
- as measuring adequacy only for those
families whose income gver and above
benefits is negligible. The United
States average unit value of family-
group survivor benefits was $268, or
58 percent of the national median
family income,

The scale of family survivor benefits
in seven selected States is shown in
table 3.

Benefits for Families of Members aof
the Armed Services

In determining payments to sur-
vivors of deceased members of the
armed forces whose death was the
result of service-connected causes, the
Congress recognized the need for and
}ustice of adequate support. The re-
sulting payments (reduced to a unit
basis) in some cases eXceed and in
some cases are somewhat below the
unit cost of the maintenance budeet
in 1940 in the cities shown in table 2.
As against an average unit cost; of $427
of the maintenance budget in the 33
cities, the veteran’s widow alone is
“provided $600 a year, while the family
including a widow with two children

7Far a general description of, and sum-
mary data on, these studles see the Bul-
letin for July 1843, pp. 8-20, and Septem-
ber 1843, pp. 3-17.

receives unit income of $468, and that
of a widow with three children, $437
(table 5). ~
The allowances which are pald to
families of men now serving in the
armed forces are much more adequate
than the beneflts to veterans' sur-
vivors. The allowance for the wife is_
also $50 a month, but the added
amount for the first child is $30 and
for each additional child is $20.
Since hoth of these are flat scales
which provide no variation from time
to time or place to place, it is obvious
that the adequacy of living provided
in some areas will materially exceed

. that in others and that the purchas-

ing power of the allowance or benefit
will be greater in periods of low prices
than in periods of high prices.

Unemployment Compensation

Although unemployment compen-
sation is not especially designed with
the needs of children in mind, consid-
erable numbers of children are affect-
ed by the adequacy of unemployment
compensation beneflts. ‘The data at
hand are not satisfactory for measur-
ing these benefits by the same methods
as have been applied to other pro-
grams, largely because of the differ-
ence between the wages of workers
with families and those of workers
without families, and also because of
the high percentage of families whose
income comes from more than one
wage earner and who hence may re-
ceive unemployment benefits from one
earner and wages from another,
Likewise, unemployment benefits are
short-run payments and not designed
for the full permanent support of &
family.

Nevertheiess, it is possible to infer
certain facts from the benefit formula,
This formula is such that an individ-
ual weekly benefit equals approxi-
mately 50 percent of recent wages up
to & maximum. This maximum var-
ies In the different States from $15
to $22 per week. The imposition of
this maximum reduces the percentage
of the higher wages which are com-
pensated and causes the average pro-
portion of wages compensated to fall
considerably below 50 percent. 1In pe-
riods of high wages, average compen-
sation payments tend to cluster at the
maximum, ahd the proportion of wage
loss compensated is reduced.

The principal justiflcation for fixing
unemployment compensation below
wages is that the benefits are extended
to employable people who should be

Table 5.—Benefit rates for widows and
children of deceased veterans (service-
connected deaths) !

Actual
Annusl
Burvivors mt:);%le:lly unit valua
Widow nlone $50 : $600
Widow, 1 ¢hild... R a5 520
Widow, 2 childre: - 73 468
‘Widow, 3 children. .._._.. 91 437

! Payments provided under Public, No, 144, 78th
Cong. Family group maximum, $100 per month.

encouraged to retuwrn to private em- -
ployment at the first opportunity.
Granting the validity of this argu-
ment, the question still remalns as to
how far below previous wages it is
necessary to fix benefit payments in
order to aecomplish this purpose. Is
it necessary to reduce the family to
from 30 to 50 percent of previous
wages, or would the same purpose he
served by a reduction to from 60 to
80 percent of previous wages?

As long as benefits are scaled below
previous wages, it stands to reason
that the families which are above
the average in size and below the
average in wages would recelve bene-
fits which have little relationship to
family needs. This dilemma led the
agencies recommending the revision
of the British system of social secu-
rity to recommend a flat unemploy-
ment benefit scale related in a gen-
eral way to adeqguacy for the support
of a man and/or a woman and also
the provision of allowances for chil-
dren which would be payable wheth-
er the breadwinner were employed
or unemployed, This device of ex-
tending ald to children places a fioor
under the resources of large families
in all circumstances. Thus, it is pos-
sible to approximate adequacy of
support regardless of the employ-
ment status of the family head and
at the same time keep unemployment
benefits below previous earnings,

This failure of unemployment
benefits to provide adequate support
for large families has given rise In
the United States to suggestions for
the additlon of dependents’ allow-
ances to unemployment benefits. All
such proposals, however, provide
that there shall be a family maxi-
mum benefit which is somewhat
lower than previous wages. While
such a proposal would undoubtedly be
of some assistance to the smaller fam-
ilies, it would still not reach the root
of the problem of large families
whose previgus low earninegs would
result in a relatively small benefit,
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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.



