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EMPLOYMENT AND WAGE STATISTICS compiled by
the Bureau of Old-Agoe and Survivors Insurance
reveal considerable movement of workers into and
out of covered employment. Such movements
tako place constantly and are reflected both in
employment data for a particular year and in data
covering successive years. This article is con-
fined to an analysis of the movements into and
out of covered employment as between 1937 and
1938. The important movements within a year
will be treated in a subsequent article.

During tho first two ycars of operation of the
old-age insurance program, 1937 and 1938, thero
were large groups of individuals who worked in
covered employment in one year but not in the
other. About 5.6 million, or 17 percent of the
approximately 32.8 million! persons for whom
taxable wages were reported in 1937, were not re-
ported in 1938. In 1938 approximately 4 million
persons, or 13 percent of the 31.2 million workers
for whom taxable wages wero roported, had no
covered employment in the preceding year. About
9.6 million workers, therefore, were reported to
have received taxable wages in only one of the
two years; they constituted about 26 percent of the
36.8 million workers who received taxable wages
cither in 1937 or in 1938 or in both years. In
addition to the 9.6 million individuals who were
reported in covered employment only in 1937, or
only in 1938, there were approximately 27.2 mil-
lion workers who received some taxable wages
during each of the two ycars (table 1). Individ-
uals employed in both ycars constituted 83 per-
cent of all workers for whom covered employment

* Bureau of Old-Age and Burvivors Insurance, Analysis Divislon. The
authors wish to acknowledge their indebtedness to Herman Sturm, alsoof the
Analysis Division, for assistance in the preparation of this article.

i Figures given in the text on the total number of workers are slightly larger
than those in the accompanying tables, because of the fact that thoy include
a relatively small number of employees who were excluded from the tables
becauso their age, sex, and/or race were unknown or because they held rall-
road retirement account numbers, For the same reason, these figures differ
slightly from those given in Corson, John J., “Characteristics of Employecs
Under Old-Age Insurance in 1038,” Soclal Security Bulletin (December 1040),
Vol. 3, No. 12, pp. 3-10, 70~76, which presents summary data on workers and
their taxable wages in 1037 and 1038. (8eu also Iandbook of Old-Age and Sur-
vloors Insurance Statistics, 1938, pp. XIX-XX.)
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was roported for 1937 and 87 percent of all work.
ors for whom 1938 reports were made.

The tendency of workers to move into and ou
of covered employment presents an important
problem in the operation of the old-age and sur-
vivors insurance program. Each year some
workers will obtain covered employment for the
first time while others will be separated from
covered employment, cither temporarily or perma-
nently. Since insured status and the amount of

Chart 1.—Percentage distribution of workers with tax-
able wages in both 1937 and 1938, in 1937 only, and in
1938 only, by age and sex
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monthly benefits payable to the worker and to
his family are based on the average monthly
wago and the duration of covered employment,
the large number of workers who appecar to be
without steady cmployment but are employed
intermittently in covered occupations are at a
disndvantage.

The size and composition of the labor force
fluctuate with changing economic conditions.
Technological changes, improvement or decline
in industrial activity, and the constant variation
in the number and composition of business units
exercise an important influence over the number
and characteristics of workers recciving taxable
wages. In addition to the considerable number
of workers who are more or less steadily employed,
the labor force includes many groups of indi-
viduals—among others, housewives, young work-
ers, and older persons—who for various reasons
enter employment only at certain times, and
frequently only for short periods. Morcover,
every year a sizable group of new workers,
especially young boys and girls, enters employ-
ment for the first time, cither to replace older
workers who die, retire, or leave their jobs, or to
meet industry’s expanding labor requirements.
Some of tho effects of changing business condi-
tions upon thoe composition of the labor force are
revenled by employment and wage data reported
to the Social Sccurity Board for 1937 and 1938.
Although the extent of the “in-and-out’” move-
ment cannot be fully scen from data covering
only the first two years of operation of tho pro-

gram, and without an analysis of shifts taking
place within particular yoars, as well as between
successive yoars, the information available indi-
cates some of tho important aspects of the prob-
lems raised by shifts in employment.

Differences in Characteristics of Workers Eme-
ployedin Both Years and in One Year Only

There are characteristic differences between
tho workers who received taxable wages in both
1937 and 1938 and those for whom reports were
made for only one of these years. These differ-
ences aroe reflected in the age patterns, sex compo-
sition, and the amount of average taxable wages
reported for the three groups.

Workers who received taxable wages in both
years wore on the whole older than cither of the
other two groups. About 22 percent of them were
45 years of age or more, as shown in table 1.
Fifty-four percent were in the ages 25-44, and
less than one-fourth were under 256 years. The
higher proportion of older workers in the group
employed in both 1937 and 1938 may be due to
tho fact that these workers were probably on the
whole more skilled and experienced individuals
and were employed in the more stable industries.

The 6.6 million workers who received somo tax-
able wages in 1937 but not in 1938 were a hetero-
gencous group. The composition of this group
can be better visualized if we analyzo the possible
reasons why these millions of workers earned tax-
able wages in 1937 but none in the next year.
Some of these workers may have died during 1937,

Table 1.~Old-age and survivors insurance: Number and percentage distribution of workers with taxable wages
in both 1937 and 1938 and their total and average annual taxable wages in these years, by age and sex !

{Corrected to Aug. 15, 1040}

\ Taxable wages in— Pereentago Averngo taxablo wago In—
Ake Broup (senrs) L —— T —
oth 1987 anc 1037 1938 workers |BOLIASST) 1937 1038
Total, all ages. ... .. . 26, 992, 455 $53,041, 252,170 $27, 058, 603, 388 $25, 382, 058, 788 100.0 $083 $1,025 $040
Under25. ... .. .. 0,357, 767 0, 580, 484, 404 3,341,022, 034 3, 248, 401, 830 23.6 518 526 511
25-44. ... . R .. .. 14, 582, 700 31, b54, 123, 985 16, 462, 231, 251 15,001, 802, 734 54.0 1,082 1,120 1,035
4Sondover.... . . . .. ....... 6, 051,070 14, BY7, 043, 727 7, 855, 339, 503 7,042,304, 224 22.4 1,231 1,208 1,104
Male,nllnges. ... ... ... ...... 18, 707, 760 44, 280, 003, 006 23,177, 409,170 21, 108, 534, 820 100.0 1,118 1,170 1,060
Un(lur 5. ... 3, 060, 578 4,477, 301, 807 2, 201, 540, 685 2, 185, 845, 282 20.0 565 870 852
-44. .. ... ... 10, 788, 331 20, 333, 705, 900 13, 768, 310, 063 12, 505, 485, 316 54.5 1,220 1,276 1,165
45aud over..... .. 5, 048, 8BGO 13, 474, 816, 160 7,117,611,938 6, 357, 204, 222 25.5 1,334 1,410 1,269
Female, all ages. ... 7,104,080 8, 765, 248, 180 4,481,124, 212 4,274,123, 968 100.0 008 0623 894
nder25. ... ... 2,397, 189 2,112,002, 597 1,049, 476, 040 1,002, 6106, 548 33.3 441 438 443
L 3,701,378 5, 220, 328,016 2,003, 020, 508 2, 520, 407,418 52,7 088 710 600
45andover. ... il 1,003, 119 1,422,827, 507 737,727, 865 088, 100, 002 4.0 700 736 083

' Data for 51 States. Excludes workers whoso ago and/or sex and race ar¢
unknown and thoso holding railroad rotirement account numbers; total
number of workers with taxablo wages in both 1937 and 1938 was approxi-
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mately 27.2 milifon, For taxablo wages for those yoars,\by 5-year age groups
sco Socfal Security Yearbook, 1939, p. 59, table 11, noy &y !
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Others may have retired in the course of the year
because they had sufficient savings, annuitics, or
insurance to retire voluntarily. Some may have
been forced to retire because of ill health or dis-
ability. Still others may have been forced out of
employment because of age. Another group may
consist of women who quit their jobs because of
marriage or maternity in the course of 1937.
Others may have left covered cimmployment and
shifted into occupations excluded under the old-
age and survivors insurance program. Ifor in-
stance, some workers may have opened small busi-
ness establishments or may have entered farm
cmployment or domestic service in private homes.

A largoe proportion of the 5.6 million workers who
did not receive taxable wages in 1938, howover,
probably represented workers who lost their jobs
and were not reemployed during the course of
1938. A certain number of persons are forced out
of employment during cach year because of tech-
nological displacement and mortality of firms and
industrics. Many of them remain unemployed for
considerable periods of time, perhaps exceeding a
year. The general decline in business conditions
during 1938, as a result of which 1.6 million fewer
persons than in 1937 were reported in covered em-
ployment, is responsible for the displacement of
another large group of workers.? No attempt is
made here to estimate the numbers involved in
these various groups because, in most instances,
the necessary data are lacking.

The group reported only in 1937 differs in ageo,
gex composition, and average earnings from that
employed in both years. Thirty-four percent
weroe less than 25 years old, as compared with 24
percent of those who worked in both 1937 and
1938 (table 2). About 46 percent were between
25 and 44 years of age, and only 20 percent were
aged 45 or more. This group also had a larger
proportion of women than the group employed
during both years—35 percent in contrast to 27
percent.

The average annual taxable wages of the
workers reported in 1937 but not in 1938 were less
than one-third of the average of those reported in
both years—only $296, as compared with $983. For
men the average was $332 as compared with $1,118,
and for women, $228 as compared with $608.

1 Tho decline In the total number of persons employed at some time in 1038
as compared with the number in 1937 may have been much greater than that
{ndioated by the flgures for covered employment because of the exclusions
from old-ago and survivors insurance.
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Table 2.—0ld-age and survivors insurance: Number
and percentage distribution of workers with taxable
wages in 1937 only, and their total and average annual
taxable wages, by age and sex !

[Corrected to Sept. 13, 1010]

l’crcﬁ?t-
Number of Taxablo ago dis- | Averago
Age group (years) ! Workors wiges t(:'rl :‘u(tmn tz\\::xboﬂ,
ors

Totnl, all ages........_... 8, 101, 440 | $1, 507, 507, 003 100.0 $206
Under 25.. - 1,740,510 317, 910, 693 3.1 183
2644 ... .. . 2, 319, 308 708, 441, 031 45.6 305
45and over?d. ... ._... 1,011, 502 481, 246, 200 20. 4 402
Male, allnges......._.... 3, 200, 835 1,006, 018, 266 100.0 332
Under 25........ ... 1,010, 258 90, 839, 705 30.0 187
2644 ... ... 1,452,070 478, 288, 102 41.0 329
45and overd.___ ... 8§28, 501 426, 890, 450 25.1 515
Female, allages.. ... 1, 801, 605 411, 579, 727 100. 0 228
nder 25.... - 721,282 127,070, 988 40.0 176
3 £ S, 867, 232 230, 152,920 48.2 265
45andoverd. . ... 213,091 &4, 355, 810 11.8 288

1 Data for 81 8tates.  Excludes workers whose age and/or sex and race are
unknown and those holding rallrond retirement account numbers; total
number of workers with taxable wages In 1937 but not in 1938 was approxi.
mately 5.0 million.

2 Workers who recelved taxablo wages in 1937 but not {n 1938 were not
tabulated by age. Age distribution of this group was derlved by deducting
from tho &-year age groups of approximately 32.8 miliion workers with taxable
wages in 1037, corresponding ago groups of tho 27.2 miltion workers with
taxablo wages in both years. Remainders in each age group constltuted ago
distribution of workers employed in 1937 only. However, sinco workers
omployed fu both years were distributed into age groups on tho basis of their
ago in 1038, it was neecssary to adjust the ages of all workors who worked in
1037 by advancing thein one year, to make tho ages of the two groups com.
parable. As a result, workers who worked {n 1937 only nro also distributed
on the basis of thelr age in 1938; {, ¢., workers shown here in tho 15-10 year
group for 1937 were actually nged 14-18 in that f(-nr. ‘T'ho proce«ture neces.
sarily introduces a certain degree of error, which Is reduced to a minfmuin by
regrouping thoe ages into 3 intervals only.

1 Includes some workers aged 65 or more whose wages, not taxablo in 1937,
wero reported Inadvertently.

Low average annual wages of workers employed
only in 1937 may be due chicfly to the fact that
many of them worked only a part of the year.
They may have died, retired, shifted to non-
covered employment, or become unemployed
carly in the yecar or in the middle of the yecar, or
may have entered covered employment in the

middle or toward the end of 1937. Thercfore,
the average wage may represent only short
periods of employment during 1937. Additional,

although perhaps less important, reasons may be
found in the large proportion of young workers and
women, and the undoubtedly greater proportion
of intermittent workers, in the group employed
only in 1937.

The 4 million individuals for whom taxable
wages wero first reported in 1938 differ in many
important characteristics from both the 27.2
million persons who were reported for both yecars
and the 5.6 million workers reported for 1937
only. They were, to a large cxtent, younger
workers, many of whom may never have worked
before. Tforty-nine percent of them were under
25 years of age (table 3). In addition, there was
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a sizable group of older workers—37 percent
between 25 and 44, and 14 percent 45 years of age
or more. Some of these workers may have been
in noncovered employment or unemployed in 1937
and shifted to covered cmployment or becomo
reemployed duiing 1938. The larger proportion
of women among those employed only in 1938
than among workers who received taxable wages
in both ycars—38 percent as compared with 27
pereent—refiects primarily a difference between a
group composcd to a large extent of new entrants
to industry and a group with a large proportion of
regularly employed workers. Fifty-four percent
of the women cemployed only in 1938 were less
than 25 years of age, as compared with 33 percent
at this age level among those women employed in
both years. The former group includes many
young women who will remain in industry only
for a short period of time, until they leave their
jobs beeause of marriage or maternity. There
were considerable numbers of older women as well
among those who received taxable wages in 1938
for the first time. About 38 percent were 25 to
44 years of age and 9 percent 45 years or more.
These persons may have been out of the labor
market in 1937 but entered or reentered employ-
ment in 1938 for various reasons, such as divorce,
widowhood, or unemployment of hushands.
Average annual taxable wages of workers for
whom taxable wages were reported for the first

Table 3.—~O0ld-age and survivors insurance: Number and
percentage distribution of workers with taxable weages
in 1938 only, and their total and average annual tax-
able wages, by age and sex !

[Corrected to Aug. 15, 1010)

l’orc(o]t‘\l- A

ago dis- verago

Age group (years) N"‘ES:L’:\':;’[ Taxable wages | tribution | taxable

¥ of work- wago
ers

Total, all ages 3, 034,935 $774, 103, 850 100. 0 $107
Under 25 1,038, 873 244,170, 358 49, 2 126
544, ... 1, 460, 150 370,018, 105 37.1 253
45and over ? 835,012 159, 015, 300 13.7 208

Male,nllages............ 2,449, 859 572,038,814 100.0 234
Under 25... ...} 1,139,232 153, 699, 034 40.5 135
544 ... 002,914 282, 814, 684 30.9 313
45 and over 2. . 407,713 136, 422, 006 16.0 333

Female, all nges.. 1, 485, 076 201, 168, 045 100.0 135
Under 25... 70, 641 00, 471, 324 63.9 113
28-44... .. ... 857, 236 87, 203, 421 37.5 150
45andover? ... ... 128, 190 23, 403, 300 8.6 183

! Data for 81 8tates. Excludes workers whoso age and/or sox and race are
unknown and those holding railroad retirement account numbers; total num-
:)%r o("xl‘l'orkors with taxablo wages in 1938 but not in 1937 was approximately

.0 milllon,

1 Includos some workers aged 05 or more whose wages, not taxable {n 1038,

wore reported inadvertontly.
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time in 1938 were very low—8$197 for the group as
a whole, $234 for men, and $135 for women. Here
again these low carnings may be attributable
especially to entrance by workers into covered em-

Chart 2.—0ld-age and survivors insurance: Average
annual taxable wages of workers employed in both
1937 and 1938, in 1937 only, and in 1938 only, by sex
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ployment for the first time in the middle of, or
toward the end of, 1938, or to part-year employ-
ment. The large number of young workers and
women in this group is also responsible for lower-
ing the average. Probably many of the workers
who were employed in 1938 only were persons
whose regular occupations may be in excluded
employment, but who may have worked short
periods of time and carned small amounts in
covered employment.

The significant difference between the average
wages of the group employed in both years and
those employed only in 1937 or 1938—$983 as
against $296 and $197, respectively—is striking
enough to indicate some tuatative conclusions re-
garding comparative regularity of employment.
In spite of the important shifts into and out of
covered employment which take place within cach
year, it is clear that the group reported both in
1937 and in 1938 comprises individuals who were
more steadily employed within both years than
individuals reported only in one of the two yecars.
Of course, higher wage rates may have been partly
responsible for the vastly higher average of the
group employed in both years, and without doubt
there were many cases in which individuals who
werae reported in covered employment in both years
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earned most or all of their wages in a few months
in each year. However, it is logical to assume, on
the basis of these average wage figures, that this
group consists by and large of more regularly em-
ployed workers. Conversely, as indicated above,
the low average wages of the groups employed in
only one ycar is probably attributable largely to
the fact that considerable numbers of them re-
ceived taxable wages for employment during only
a part of the year.

Insured Status and Continuity of Employment

In interpreting wage and employment data for
the first two years of the program from the view-
point of workers’ insured status, it must be kept
in mind that some workers with taxable wages
only in one year, 1937 or 1938, may have had
relatively more regular employment, and hence
more quarters of coverage in one yecar, than others
who may have worked irregularly and received
small amounts of taxable wages in both years.
However, the fact that workers employed only in
1937 or only in 1938 lacked covered employment
for at least onc year, and the small amount of
average annual taxable wages they received, point
to certain difliculties which may arise in connce-
tion with their insured status.

In order to qualify for benefits as a fully
insured individual, a worker must have at least
half as many quarters of coverage as the number
of olapsed quarters. A cquarter of coverage is
defined as a calendar quarter in which the indi-
vidual has been paid not less than $50 in “wages.”
Elapsed quarters include all calendar quarters in
the working lifetime of an individual after 1936
excopting the quarters prior to and including the
ono in which he attained age 21, and cxcepting
the one in which he died or in which he attained
the age of 65, and subsequent quarters. Although
the individual must have at least 6 quarters of
coverage and, in general, half as many quarters of
coverago as the number of elapsed quarters, he is
fully insured at any time if he has 40 quarters of
coverage. Whilo a worker must be fully insured
in order to qualify for benefits for himself and his
dependents when he reaches 65, his survivors aro
entitled to benefits if he dies while he has currently
or fully insured status. A currently insured
individual is one who has 6 or more quarters of
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coverage oub of the 12 immediately preceding the
quarter in which he dies.

To have attained insured status by Jammry
1, 1940, when the old-age and survivors monthly
benefit provisions went into effect, it was neceg.
sary for workers to have at least 6 quarters of
coverage. Workers who received taxable wages
in 1937 but not in 1938, or in 1938 but not in 1937,
lost the opportunity of obtaining credit for at
least 4 quarters of coverage. Obviously they
would have to receive $50 or more in at least ¢
of the remaining 8 quarters before benefit pay-
ments could begin., In the case of individuals
who are not near retirement age and who did not
have insured status in 1940 because of late
entrance into covered employment or because of
intermittent worlk, the problem is not especially
serious, They can achieve insured status and
eligibility for old-age benefits if they obtain fairly
regular employment in future years. Iowever,
if they should die before achieving fully or cur-
rently insured status, their survivors would not be
cligible for benefits,

Workers who are nearing the age of 65, however,
are in a more disadvantageous position than others
if they do not have the nceessary number of
quarters of coverage. Deaths are more frequent
at that age level, and old-age protection is o more
immediate problem. Moreover, workers over 60
may have difficulty in obtaining regular employ-
ment if they do not already have steady jobs.

It is estimated that there were about 135,000
workers in the ages 60-64 among those employed
in 1937 only, and about 57,000 among those em-
ployed in 1938 only. Their annual average
taxable wages arc cstimated at $388 and $218,
respectively. Obviously, many of these workers
received amounts considerably below these aver-
ages, It is logical to assume that a large pro-
portion of individuals who carned very low average
wages did not have a suflicient number of quarters
of coverage for insured status by January 1, 1940.
Because the amount of the benefit is arrived at
by a formula based on an individual’s average
wages in covered cemployment, many workers,
although they may meet the requirements for
quarters of coverage and Dbecome eligible for
benefits, will nevertheless receive only the mini-
mum benefit of $10 a month because of their low
earnings,
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