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agency to bring this about was the Works Progress Ad-
ministration. Since its Federal personnel consisted
partly of FERA employees, it was the major Federal
agency possessing contacts with and knowledge of the
State and local organizations and administrations di-
rectly concerned with the needy unemployed. In July
1935 the WPA had begun setting up its own projects
sponsored by State and local authorities. Thereafter,
although funds continued to be allotted to the other
Federal agencies,” work relief for the needy employ-
able unemployed was primarily provided by projects
operated by the WPA.

Legally the initiation of the projects lay with the
local sponsors, while the certification of workers on the
basis of need was made the responsibility of the State
or local relief authorities,” But approval and opera-
tion of projects, assignment of workers to them, and the
determination of the conditions of work and wages
were Federal responsibilities.

The change from a Federal-State to a Federal basis
of administration also affected the college student-aid
program and the special measures for the agricultural
population under the FERA. After the functions of
the college student-aid program were taken over in
June 1935 and expanded by the newly created National
Youth Administration, which also operated work proj-
ects for youth, the program was federally admin-
istered.** Although at first the selection of applicants
for the out-of-school work projects was carried out in
the main by the local relief agencies, increasingly after
early 1939 the NYA set up its own intake offices in the
States. Regulations governing employment and the
general nature of the program emanated from Wash-
ington, though considerable latitude was allowed to the
State offices in carrying out the regulations, especially
in the earlier years.

It has been already stated that the functions previ-

T Sections 3 and 11 of the Emergency Relief Appropriation Act of
1988 and 1939, respectively, authorized the allocation of WPA funds
to other Federal agencies for the operation of projects similar to those
prosecuted by WPA. Of these transferred funds, a total of $131,865,369
was expended during the 2 fiscal years 1939 and 1940. During the year
ending June 30, 1040, from 2 to 5 percent of all WPA workers were
assigned to projects operated by 28 other Federal agencies, averaging
about 78,000 workers for the year. (Report on Progress of the WPA
Program, June 30, 1940, table 21, p, 54, and pp. 43 and 53.)

™ However, in July 1938, the WPA attempted to influence the stand-
ards for determination of need insofar as WPA applicants were con-
cerned by stipulating that “need shall“be sald to exist when the re-
sources of the family or of the unattached individual are insufficient
to provide a reasonable subsistence compatible with deceney and
health.” (Administrative Order No. 65, Sec, 12,) This regulation was
later implemented by requiring a written agreement from the referral
agency in each Btate that It would determine need in accordance with
see “State Unemployment and Rellef Administration,” Social Service
Review, VII (March 1933), 137-41.

8 Though the student program continued to be operated by the edu-
eational institutions within the States, the funds for the program were
allocated from Washington instead of through the State relief adminis-
trations.

39

ously carried out by the Rural Rehabilitation Division
of the FERA, which had involved close cooperation
with State and local emergency relief agencies, were
transferred at the end of June 1935 to the Resettlement
Administration. Thereafter administration was in the
hands of Federal officials,® and remained so when the
Resettlement Administration became the Farm Security
Administration.

In the field of social insurance, the year 1934 marked
the entrance of the Federal Government as direct ad-
ministrator. In that year was passed the first Railroad
Retirement Act, which was subsequently declared un-
constitutional. Later acts of 1935 and 1937 put the
national retirement system for railroad workers on a
permanent basis. Similarly the Social Security Act
established the Federal Government as the direct and
sole administrator of the old-age insurance system for
workers in industry and commerce. Important admin-
istrative, economic, and financial reasons called for a
wholly Federal system of insurance against the long-
term and costly risk of old age, which involved invest-
ment of large reserves and had to take into account
the frequent State-to-State movement of many covered
workers,

The Expanding Role of State
and Local Governments

The great expansion of the functions of the Federal
Government in the realm of security and welfare was
paralleled by an equally important, although perhaps
less spectacular, change in the welfare functions of
State and local authorities. These developments re-
flect not only the influence of the sheer bulk of de-
pendency during the years 1930 to 1940 but also the
newer concepts of the functions of government in rela-
tion to the economically insecure, as exemplified in the
evolution and expansion of specialized types of aid.
Above all, the changes that took place at the State and
local level show the influence of Federal action and
leadership.

As already noted in an earlier part of this chapter,
the increasing need for relief during the early years of
the depression and the depletion of local funds pre-
cipitated reconsideration of the appropriate role of
State governments. During the first 8 months of 1931,
nine States had authorized the expenditure of funds
for emergency relief or had provided revenues for in-

® Under the FERA, Rural Rehabilitation Corporations had been set
up in 45 States, the District of Columblia, Puerto Rico, Alaska, and
Hawail to hold and administer the loan funds. (Maris, Paul V., Origin
and Development of the Farm Security Program, paper before Regional
Staff of the Farm Beecurity Administration, Raleigh, N. C., March 8,
1940, p. 12.) These were liquidated in consequence of a ruling by the
Comptroller General that funds under the Emergency Relief Appro-
priation Act of 1935 must be disbursed from the U. 8. Treasury.
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creased poor-relief expenditures and one State (Okla-
homa) had created a State emergency relief board to
administer a special emergency relief fund.s2

This activity, however, was limited and sporadie, and
it was not until the latter part of 1931 that State legis-
lative action aimed more directly at providing funds
and administrative machinery to meet the growing
unemployment relief problem. During the period Sep-
tember 1931 to May 1932, five States created emer-
gency relief agencies to administer State funds, and
two other States appropriated emergency relief funds
to be administered by existing State departments.®

The passage of the Emergency Relief and Construe-
tion Act of 1932, which enabled the Reconstruction
Finance Corporation to make advances to States for
emergency relief, played an important part in the stim-
ulation of State activity through both legislative and
administrative channels. While a small group of States
had provided financial assistance prior to the enact-
ment of this legislation in July 1982, in most cases cre-
ating agencies for the administration of such funds,
“the majority of the relief administrations and commis-
sions were organized concurrently with the initiation
of Federal assistance.” * The early emergency agen-
cies were in large measure, therefore, concerned with
providing the machinery necessary to handle RFC
funds.® :

Between June 1932 and May 1933, 27 additional

#1In 4 of these States (California, Massachusetts, New Hampshire,
and Oklahoma) provisions were made for the use of State funds; in
Indiana, Minnesota, Pennsylvania, and West Virginia, local funds were
to be used, while in Ohio both loeal and State funds were appropriated.
Maryland appropriated s small sum in April 1931, but the law did not
become effective until January 1932, In addition, California and
Connecticut  authorized expenditures for the creation of State com-
missions to investigate the unemployment situation,

Inasmuch as information relating to appropriations made by State
legislatures is baged upon a digest of such legislation, “it should be
kept in mind (1) that some expenditures were incurred without legis-
lative authorization, (2) that some expenditures authorized were never
invoked, and (3) that some authorizations were only partially utilized,
In some instances the revenue source set aside for emergency relief
proved to be unproductive, and in others the utilization of certain
sources was prevented by judicial interference.” (“Digest of State
Legislation for the Financing of Emergency Relief,” in M onthly Report
of the Federal Emergency Relief Administration, May 1 through May
81, 1935, pp. 40-89.)

% These States, in the order in which their laws became effective,
were New York, New Jersey, Rhode Island, Illinois, Wisconsin, Ohio,
and Pennsylvania, In Wisconsin the administration of State aid was
Placed in the State industrial commission, while in Pennsylvania the
State department of welfare was required to allot the State appro-
priation according to a formula established by law, (Haynes, Rowland,
State Legislation for Unemployment Relief from Januvary 1, 1931, to
May 31, 1932, The President’s Organization on Unemployment Relief,
Washington, 1933, pp. 4-5.)

® Liebman, Henrletta, “Work Relief in Certain States, 1930-1933,"
in Monthly Report of the Federal Emergency Relief Administration,
May 1 through May 31, 1986, Washington, 1936, p. 43. For a list of
State emergency relief administrations in operation as of March 1933,
see “State Unemployment and Relief Administration,” Social Service
Review, VII (March 1933), 137-41,

% During the quarter in which the RFC began operations under pro-
visions of titles I and II of the Emergency Relief and Construction
Act (July 1 to September 30, 1932, inclusive) advances were approved

National Resources Planning Board

States created emergency agencies; in four States ® an
existing or newly created State department was desig-
nated to administer either State funds or the advances
made from the Federal treasury by the RFC; and in
one State (Pennsylvania) an emergency agency was
created to administer funds previously handled by an
existing State department.®”

Consequently by the middle of 1933, 39 States had
established or designated agencies for the administra-
tion of unemployment relief. Of the group of States
which established such agencies du ring the period June
1932 to May 1933, only 12 made State appropriations
for emergency relief which became effective during
this period.s

The change in Federal policy in 1933 further ac-
celerated State and local activity. Many of the State
agencies were reorganized under the supervision of the
FERA, and there was a gradual separation of the
emergency program from direct connection with per-
manent State agencies in those States where the latter
had been originally designated to handle the emergency
relief activities.® The emergency functions of unem-

to 25 States for relief and work relief. (Quarterly Report of Reconstruc
tion Finance Qorporation, Covering the Corporation’s Operations for the
Periods July I to September 30, 1932, Inclusive, and February 2 to Bep-
tember 30, 1932, Inclusive, Washington, 1932, table 4, pp. 8-9.) Forty-
two States received RFC funds for purposes of relief and work relief
under title I of the act during the period from August 1932 to November
1933. No funds were made available to Connecticut, Delaware, Massa-
chusetts, Nebraska, Vermont, and Wyoming, (Watson, op. cit., p. 378.)

¥ Arizona, Minnesota, Nevada, New Mexico. While the State Board
of Control in Minnesota was originally requested by the Governor in
October 1932 to assume responsibility for administering relief funds,
an emergency relief administration was established in June 1934,
(Liebman, op. eit., pp. 44-45.)

“Kach State experimented independently with the new State ae-
tivity, with a resultant wide range in the quality of administration.
State legislation during this period made frequent changes in the ad-
ministrative organization. Additional State appropriations were made,
while governors reorganized administrations and made new appoint-
ments, There was little stability, but much experimentation.”
(Stevenson, op. cit., pp. 25-26.)

5 Alabama, Delaware, Indiana, Kansas, Minnesota, Missouri, Mon-
tana, Nevada, North Dakota, Oregon, Pennsylvania, Washington,
There was no legislation for the financing of emergency relief in
Georgia, Mississippi, North Carolina, South Carolina, Vermont, and
Virginia during the entire period January 1, 1931, through June 1935,
(“Digest of State Legislation for the Financing of Emergency Relief,”
in Monthly Report of the Federal Emergency Relief Administration.
May 1 through May 31, 1985, pp. 39, 40-89.)

8 In September 1934 it was reported that “The State welfare depart-
ment or corresponding agency is used for this purpose in less than 10
States. Elsewhere the ERA is an independent agency organized, as its
title indicates, for an emergency or temporary purpose * * * {he
only States in which the unemployment relief administration is inte-
grated with the major State welfare agency are Arizona, Indiana,
Maryland, Mississippi, Nevada, New Mexico, and West Virginia, Sev-
eral of these welfare agencies, such as those in Mississippl and Nevada,
are new ones established for the purpose of dealing with unemployment
relief. In a few States, of which New JTersey is typical, the executive
of the welfare department is a member of the controlling board of the
State ERA. In several States the State department has had a closer
relationship with emergency relief than it has at present, * *
Because State welfare departments had had so little responsibility along
this line, the depression found them quite unprepared as a rule to as-
sume direction of extensive unemployment relief administration.
Partly for this reason and partly because unemployment relief was
considered to be a temporary emergency function from which the State
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ployment relief overshadowed the slower growth of the
more permanent departments of public welfare, in
which certain changes in organizational structure and
in function were also taking place. At the beginning
of the FERA program in May 1933, the President had
made it clear that the Federal relief grants did not
free State and local agencies from the responsibility of
assuring the necessities of life to their citizens. The
emphasis placed by the FERA on State and local re-
sponsibility for adequate administration and suitable
standards of relief served therefore to stimulate State
legislation, appropriations, and administrative changes.
As a result of this situation every State had a State
emergency relief administration which was in operation
during the period 1933-35.%

Changes in the Federal programs during 1935 played
a very important part in the reorganization of State
agencies. The withdrawal of the Federal Government
from the field of direct relief, its failure to provide
for all needy employable persons, and the liquidation
of the Federal transient program left the States and
localities with pressing and difficult problems. During
1936 some of the States liquidated their emergency
relief administrations, some continued them for the
time being, and others established new departments of
public welfare or reorganized existing agencies with
general relief as one of several functions. The avail-
ability of Federal grants-in-aid for special types of
public assistance under the Social Security Act accel-
erated this movement, and the necessity of complying
with the requirements of the Federal Act relating to
sound administration in order to secure these Federal
grants led to the establishment of new agencies and the
reorganization of older ones. Many States absorbed
the previous emergency relief administrations in new or
reorganized departments of public welfare, to which
was given responsibility for all forms of public
assistance.

The outstanding characteristic of State relief and
public-assistance legislation during this period was its
marked dependence on Federal requirements® Prac-
tically every State legislature showed awareness of
the need for State welfare agencies, with 10 States es-
tablishing new agencies and two reorganizing their

would soon withdraw, a comparatively independent development re-

sulted.” (Stevenson, Marietta, “Public Welfare, State Agencies,” in
Soeial Work Yearbook, 1935, New York, Russell SBage Foundation, 1935,
pp. 403-04.)

® In addition to the 389 States which had organized emergency
agencies before June 1938, the 9 remaining States (Connecticut, Towa,
Maine, Maryland, Massachusetts, Nebraska, Utah, Vermont, and
Wyoming) had created such agencies by the end of the year. (Liebman,
op. ecit., pp. 44-45.)

" A similar hesitancy and dependence on Federal action character-
{zed the States' adoption of unemployment compensation laws.
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agencies during the first 5 months of 1935.92 There was
a definite recognition that the administration of public
assistance in cooperation with the Federal Govern-
ment must be accepted as a continuing function of
State governments. Most of the new State agencies
integrated the administration of public assistance with
unemployment relief.

During 1935 and 1936 official commissions concerned
primarily with problems of welfare administration
were appointed in a number of the States to conduct
surveys.” Much of the legislation enacted in 1937
was based on reports made by these commissions.

Analysis of the situation in 1937 shows great varia-
tion between States, but the majority of the depart-
ments established in that year provided for a plan of
State and county cooperation in administration, with
actual administration lodged in the local units, and
with supervision and control of standards retained as
the responsibility of the State agency.*

During the year 1939, the interrelationship between
the public-aid programs of the Federal and State gov-
ernments became clearer, with Federal policies and
Federal statutes reflected in State legislation. State
governments made a number of changes in their wel-
fare agencies,”® although consistent and orderly State
planning for general relief was complicated by chang-
ing Federal policies.

In consequence of these developments, by 1940 all
48 States had departments of public welfare, agencies
with State-wide administration or supervision of one
or more categories of special assistance and some type of
child-welfare program in cooperation with the Federal
Government. All these programs involved also some
measure of State financial participation.

The contrast between 1930 and 1940 in regard to
general relief was less sharp but none the less signifi-
cant. Some share of financial responsibility for gen-
eral relief was borne by 36 States in 1940.%° Only in
Pennsylvania did the State assume both financial and
administrative responsibility for the entire program,

® Stevenson, Marletta, “A New Grist of Social Legislation,” The
Survey, LXXI (May 1935), 135-36. For a detailed digest of Btate
legislation during 1935, see Stevenson, Marietta, and Posanski, Susan,
Digest of Social’ Welfare Legislation, 1935, Chicago, American Public
Welfare Association.

® During 1936 several additional States established new agencies.
For the situvation at the end of 19386, see Stevenson, Mariettn, “Public
Welfare, State and Local Agencies,” in Social Work Year Book, 1937,
Russell Sage IFFoundation, New York, 1937, pp. 303-403, and Directory
of State Agencies and Officials Administering Public Welfare Activities.
Chicago, American Public Welfare Association, May 15, 1987.

® American Public Welfare Association, New State and Local De-
partments of Public Welfare, 1987, Outlined Digests of Recent Laws,
Chicago, 1937, and Stevenson, Marletta, “Public Welfare Reorganiza-
tion,” The Social Service Review, X1 (September 1937), 349-59.

® For details, see Stevenson, Marietta, “Recent Trends in Public Wel-
fare Legislation,” The Social Service Review, XIII (September 1939),
440-59.

® For further discussion of financial responsibility, see ch. X.
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while two States®” carried and Rhode Island shared
responsibility for employable persons only. In two
States * practically all administrative control rested
with the State, although the financial responsibility was
shared between the State and the local units. In 28 of
the States which contributed funds for general relief,
administration was divided between State and local au-
thorities, with varying degrees of State supervision and
local administration.”® In six of these States,! financial
aid was accompanied by limited State supervision;
while in three? State financial aid was limited to
nonresident cases and administration was entirely
local.

The unemployment compensation provisions of the
Social Security Act also expanded the public aid func-
tions of the States by stimulating the creation of
permanent State agencies in this field. As indicated
earlier in this chapter, prior to 1935 only one State
had enacted an unemployment compensation law. By
the close of the fiscal year 1937, the remaining 47 States,
the District of Columbia, and the territories of Alaska
and Hawaii passed similar laws.® Thereafter the
States were involved in administering the benefit-pay-
ing and tax-collecting parts of this program.

At the same time their responsibilities in regard to
the employment services were greatly expanded. The
passage of the Wagner-Peyser Act in 1933 had given a
considerable stimulus to the development of employ-
ment services at the State level,* but by June 30, 1935
only 24 State employment services, operating 215 offices,
had affiliated with the United States Employment Serv-
ice. However, in 1934-35, 15 State legislatures opened
the way for affiliation by accepting the provisions of

the Federal Act. The requirement that unemployment

compensation must be paid through employment offices
and the availability of Federal funds from the Social
Security Board for the cost of administering State un-

9 California and Nevada. The State-administered program for em-
ployable persons in Nevada was practically inoperative, only small
amounts of State funds being expended for this purpose, In addition,
in Oklahoma, a State agency provided relief for employable persons
from State funds, while the boards of county commissioners gave relief
to both employable and unemployable persons from loeal funds. In
New Mexico the State financed and administered the bulk of the gen-
eral-relief program, although the boards of county commissioners
administered some local funds.

® Delaware, Missouri. In Missouri small amounts of loeal funds
were administered by county officials.

" TFor a more detailed discussion of State and local units involved in
the administration of general relief, see ch. XIII,

! Kansas, Michigan, Minnesota, Ohio, West Virginia, Wisconsin.

2 Connecticut, Maine, Massachusetts.

2Only one State, Wisconsin, was actually paying unemployment
compensation benefits in the fiscal year 1937, (Third Annual Report of
the Social Security Board, Fiscal Year Ended June 30, 1938, Washington,
1938, pp. 4 and 175.)

¢ Before the passage of the act, only about 120 cities had State em-
ployment offices, and half of the States had no public employment
offices whatever, (Atkinson, Raymond C., and others, op. cit., pp.
22-924, 29,

v National Resources Planning Board

employment compensation led to a rapid expansion of
employment services throughout the States. By 1939
all States had affiliated with the United States Employ-

" ment Service and by June 30, 1940 there were in

operation some 1,490 full-time offices and 38,115 locali-
ties at which itinerant service was provided.®

The Changing Content
of Public-Aid Measures

From the point of view of the economically insecure
person, the most outstanding feature of the years 1930~
40 was the diversification of public-aid programs. The
great elaboration of work programs after 1933, the
development of special measures for young people after
March 1933 and for the population dependent upon
agriculture after April 1934, and finally, the adoption
of social insurance and the expansion of special public-
assistance measures after 1935 created a differentiated
structure of social provision to compensate, at least in
part, for loss or inadequacy of income. All of these
special programs underwent significant changes of
content. It is the purpose of the following pages to
indicate briefly the nature of these changes.

The structure of public aid developed in the 10 years
did retain one feature of its predecessor. Since all of
the new special measures were available only to defined
groups of applicants, persons who could not meet the
eligibility requirements of these programs in 1940 were
impelled to seek aid from general relief, just as in 1930
persons not eligible for the limited special programs
of that period were forced to rely upon poor relief.
Changes in the content of this residual program will
also be indicated in the following pages.

Work Programs

Of all the special measures developed or expanded
during the years 193040 to meet the problems of loss
of private income, none was more significant than the
provision of work by government. It has already been
indicated that, prior to 1930, emergency work was re-
sorted to in some communities during periods of acute
unemployment and that the work-test for able-bodied
needy persons was not uncommon.® While as a whole
the work programs of 193340 differed significantly
from earlier sporadiclocal programs,important changes
in the later programs indicate that a change in the
concept of work relief took place between 1933 and

. 1940. As a result of these developments of concept and

program, it may be said that, in general, while eligi-
bility for work relief was still limited to needy persons
in 1940, the conditions of work and the remuneration
on these programs were divorced as far as possible

& Fifth Annual Report of the Social Security Board, 1940, p. 69,
® See p. 27, footnote 11.
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from relief and budgetary-deficiency considerations.
Furthermore, there was a tendency to develop more
diversified projects which should offer types of employ-
ment more suitable than unskilled labor to the occupa-
tional background of many of the unemployed.”
Finally, more attention was paid to planning for
and selecting projects, with a view to increasing both
the efficiency of the work performed and the social
usefulness of the undertakings.

Early FERA projects—The work programs operated
by the States under the supervision of the Federal
Emergency Relief Administration prior to the estab-
lishment of the Civil Works Administration were part
of a relief measure which aimed to relieve “the hard-
ship and suffering caused by unemployment.” Relief
status was the main condition for eligibility. The
budgetary deficiency of the family of each applicant
for FERA employment was determined locally.®
Workers were then employed for the number of hours
necessary to earn their budgetary deficiency at the wage
rates set by the Federal agency.® Average monthly
earnings increased, as compared with those paid in the
earlier, purely local work programs® Workmen’s
compensation was not compulsory on FERA projects,
although it was encouraged by Federal officials.
Projects were largely in the field of construction, espe-
cially roads and similar types of manual labor, with
some diversification inaugurated under the “special
programs.” **  Relatively little use of equipment or
supplies was involved.:?

Civil Works program.—The nature of the work pro-
gram changed considerably with the inception of the
Civil Works Administration. To effect industrial

7 The major changes are shown in Appendices 2-5.

8The FERA did not set uniform standards and practices for deter-
mining need and value of resources. This, as well as other factors,
accounts for the fact that the size of the relief allowance or work-
relief wage was not uniform throughout the United States.

® Properly speaking, minimum hourly wage rates and maximum hours
of work were set by the Federal agency.

 Roughly from §$13 per month in May 1933 to $20 in December 1933,
(Burns, Arthur E., “Work Relief Wage Policies, 1930-1936," in
Monthly Report of the Federal Emergency Relief Administration, June
1 through June 80, 1936, table B-1, p. 33.)

M Ald to transients and cooperative and self-help assoclations,
authorized by seetion 4—c of the Federal Emergency Relief Act of
1033, began in July of that year. The emergency education program
began in Aungust, and the women's division was set up in October.
Beginning in February 1934, the college student aid program made
available part-time employment to needy college students, (Carothers,
Doris, Chronology of the Federal Emergency Relief Administration,
Research Monograph VI, Works Progress Administration, Division of
Social Research, Washington, 1937, pp. 10, 15, 22, and 42.) The
women'’s division work included the production of goods for the home,
the sewing and repairing of garments, canning and production of food,
gardenirg, ete. The emergency education program employed teachers
for adult education, vocational training, literacy classes, ete.

12 Wage payments amounted to about 90 percent of total work-relief
expenditures. (Federal Emergency Relief and Civil Works Program,
Hearings Before the Committee on Appropriations, United States
Senate, 73 Cong., 2d sess., Washington, 1934, p. 11, Document subse-
quently referred to by title only.)
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recovery and the speedy circulation of funds, CWA
aimed to “provide regular work on public works at
regular wages to unemployed persons able and willing
to work,”** without requiring previous relief status,
Only about one-half of the employees were taken from
the relief rolls. The remaining half were chosen
through the expanded employment service offices from
persons not previously on relief.

Unemployment and need of a job were the only
requirements for employment.’* Only toward the
close of the program, were need criteria introduced
by the requirement that persons least in need be laid
off first. :

In keeping with the functions of the CWA as a
pump-priming measure, payments to employees were
at no time based on need, as measured by the budgetary-
deficiency method. At the outset, the PWA zone rates
for construction were adopted, and weekly and monthly
hours of work were established. Workmen’s compensa-
tion for project employees was provided by the Fed-
eral Government, and an intensive safety program was
conducted. In January 1934, as funds became ex-
hausted, hours of work were drastically reduced,*® with
consequent reductions in earnings.

The function of the Civil Works program as a mech-
anism for ensuring rapid circulation of funds and as
a supplement to the necessarily more slowly expanding
public works program was also reflected in the condi-
tions governing the nature of the projects. These proj-
ects were to be of a type which could be started quickly
and completed in a short time and were to be prosecuted
by “force account” and not by contract.”” In contrast
to the earlier FERA work projects, those operated
under the CWA involved an increased use of equipment
and supplies.” However, while projects were to be
“socially and economically desirable” and to involve no
duplication of normal governmental functions, they
were required not to be of a type eligible for PWA
loans.® Employment opportunities became more di-

13 Federal Civil Works Administration, Rules and Regulations No, 1,
Washington, November 15, 1933, p. 1.

1 Bince the CWA received its first allocation from funds made avail-
able by PWA, it was required to observe certain PWA conditions, such
as priority for veterans and other preferences. For details, see Ap-
pendices 4 and b,

B Gill, op. cit., p. 424,

¥ Federal Emergency Relief and Civil Works Program, p. 15.

¥ In the main the projects consisted of light construction and repalir
of roads, public buildings, and other public properties, rehabilitation
and construction of school buildings and grounds, as well as the de-
velopment of parks, swimming pools, athletie fields, and other recrea-
tlonal facilities. Nearly 86 percent of the expenditures were for
construetion projects, of which over 83 percent were for work on high-
ways, roads, and streets, and only 14 percent of the expenditures went
for nonconstruction activities. (Brown, Pamela, op. cit., table 14, p.
27.)

18 Nonlabor costs accounted for roughly 20 percent of total expend!-
tures of the CWA. (Gill, op. cit.,, p. 421.)

1 See Appendix 4 for a brief description of these conditions.
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versified ; in particular, under the Civil Works Service
program, operated by the FERA in conjunction with
the CWA program, projects were developed for women
and for white-collar workers.*

Later FERA work relief—On conclusion of the
CWA, the FERA assumed many of its work activities,
through what was known as the “Emergency Work
Relief Program.” Emphasis was again placed on work
as a relief measure, and conditions of work resembled
those on the earlier FERA work projects. Relief status
once more became the main eligibility condition. Earn-
ings were again based on need according to the locally
determined budgetary deficiency of the family, although
minimum hourly rates and maximum and minimum
hours were established by the Federal agency.** A 30-
cent hourly minimum prevailed from April 1 to No-
vember 1934 ; after this date it was replaced by locally
prevailing wage rates. Provision of workmen’s com-
pensation which had been provided under the CWA
program was not required under the Emergency Work
Relief program. Attention was paid to labor relations,
and provision was made for the hearing of complaints.

Types of projects begun under the CWA, such as
work on rural school buildings, farm-to-market roads,
and similar activities, were generally continued by the
new program, but a larger proportion of nonconstruc-
tion activities,”* and a greater diversification of projects
were developed. Increasing emphasis was laid on care-
ful planning.?® Production activities included the pro-
duction of goods for consumption by the relief popula-
tion—the canning and processing of meats and other

* Administrative, professional, and clerical work, as well as special
projects for women, such as sewing, nursing, and home economies, were
also developed under the Civil Works Service program, financed from
FERA funds. Civil Works Service was set up in December 1933 be-
cause of the “construction” limitation of Public Works Administration,
to provide work on projects relating to relief offices of benefit to relief
ecllents, and generally of a nonconstruction nature, (Monthly Report of
the Federal Emergency Relief Administration, December 1 to December
81, 1933, Washington, 1934, p. 17.) It was absorbed into Civil Works
Administration during February 1934. For further details of the types
of work undertaken, see Appendix 5.

% Earnings on the Emergency Work Relief program (April 1934-
December 1935) ranged from an average of $23.82 to $31.35 a month.
(Burns, Arthur L., “Work Relief Wage Policies, 1930-1936." Monthly
Report of the Federal Emergeney Relief Administration, June 1 through
June 30, 1936, table B-4, p. 43.)

# Approximately T6 percent of the total expenditures were for
projects involving the construction and improvement of public prop-
erties : Publie buildings, sewers, and other publie utilities ; recreational
facilities ; conservation and flood control, ete, Over 28 percent of the
construction costs went for streets and highways. The higher pro-
portion of nonconstruction work was accounted for in large part by
the fact that a severe drought oceurred in the summer of 1934, and
Emergency Work Relief developed an extensive production-for-use
program for the processing of surplus produets. (Brown, Pamela,
op. cit., table 15, p. 27.)

3 Monthly Report of the Federal Emergency Relief Administration
AMareh 1 to 31, 193}, Washington, 1934, p. 5. Projects to be “of a
publie character, of economie and social benefit. * * * They should
be earefully planned to be of the greatest efficlency and the greatest
benefit to the community or the State. They should be coordinated
with larger plans for local and State Improvement.’

- National Resources Planning Board

foods, the making of shoes, clothing, etc.—and the de-
velopment of relief gardening and other self-help
activities. Such activities gave employment to many
women, and the number of women workers increased
in a variety of other projects.** Transients were em-
ployed in the maintenance of transient camps and
shelters and in clerical, production, and construction
activities in connection with or near their camps or
shelters. “White-collar work” was an important cate-
gory. In the spring of 1935, nearly 25 percent of all
projects gave employment of this nature?® including
planning, public-health and welfare activities, and edu-
cation, arts, and research. However, it has been esti-
mated that about 60 to 70 percent of the employees were
engaged in common labor.** While the percentage of
expenditures for “materials, supplies, and equipment”
(10.6 percent) was lower than under the CWA (21.1
percent), it was slightly higher than under the earlier
FERA work projects (10 percent).*

. WPA work projects—With the creation of the
Works Progress Administration, marked changes in the
conditions of employment on work projects took place.
These and subsequent modifications reflected the con-
flicts arising from the agency’s dual function of carry-
ing out useful projects and acting as the major
work-relief measure for the unemployed.

Eligibility continued to be limited to needy employ-
able persons.”®* But emphasis on the “work” aspect of
WPA employment was reflected in the abandonment
of the budgetary-deficiency method of wage payment
in favor of a fixed monthly wage, and the consequent
abandonment of the frequent reinvestigations of need.
The “security wage” was determined not by reference
to the budgetary deficiency of each individual but by
the type of work he did and the region in which he was
employed. Yet, the amount of payment in each cate-
gory of employment was designed to be not so large
as to encourage recipients to reject private employ-
ment, a practice which eliminated the possibility of

|

% The peak monthly employment of women (297,800) on the Emer-
gency Work Relief program was reached in March 1935, (Monthly
Report of the Federal Emergency Relief Administration, July 1 through
July $1, 1985, pp. 44—46.) At that time they constituted 12.6 percent
of the total 2,369,605 workers employed on work projects, (Federal
Emergency Relief Administration, Division of Research, Statistics, and
Records, Statistical Summary of Emergency Relief Activities, January
19383 through December 1935, Washington, 1936, table 2, p. 2.)

= For week ending April 18, 1935, (Monthly Report of the Federal
Emergency Relief Adminisiration, December 1 through 31, 1935, Wash-
ington, 1935, p. 64.) For a detalled description of the projects, see
Federal Emergency Relief Administration, The Emergency Work Relief
Program of the FERA, April 1, 193)—July 1, 1935, Washington, 1935.

0 Supplemental Hearings, Emergency Relief Appropriations, Hearings
Before the Committee on Appropriations, U. 8. Senate, T4th Cong., 1st
sess.,, Washington, 1935, p. 7.

= For the period April 1934 to December 1935, inclusive, See Appen-
dix 2.

= [for other limitations on eligibility, see Appendix 3. and ch, IX.
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paying prevailing wages for the full normal working
weel.?

Other changes in the work program under WPA
which reflected the “work” aspects of employment in-
cluded workmen’s compensation, which was again pro-
vided for employees, and the establishment of standard

administrative procedures for handling complaints.
Assurance was given to project employees of their right

to organize and select representatives for collective
bargaining.

The nature of the projects operated under the WPA
program was also different from earlier work projects.
The general trend toward more careful planning and
selection of useful undertakings, consistent with the
emphasis upon “more substantial” types of projects,
was limited by the relief aspects of the program, which
implied a relatively large percentage of direct labor
and the location of projects where they would serve the
greatest unemployment needs. Nevertheless, up to
June 1940, nonlabor costs represented a higher propor-
tion of total expenditures (24.6 percent)®® than under
any of the earlier work-relief programs.

Over three-fourths of the cost of all WPA projects
up to June 1940 was accounted for by construction ac-
tivities.** The other main category of operation was
represented by professional and service projects includ-
ing the arts and research.**

Special types of activities—notably in the field of

® Prevailing rates, as provided for under the Bacon-Davis Act, were
to be paid for construction on permanent Federal bulldings.

A maximum of 8 hours per day and 40 hours per week was estab-
lished by Executive Order No. 7046, May 20, 1935. The WPA established
a range of from 120 to 140 hours per month, with the specific number
to be determined by each State administrator. Abolition of the lower
limit of 120 hours in September 1935 left project employees free to
negotiate with the State administrators to adjust hours per month
downward so that the number of hours worked multiplied by the pre-
valling hourly wage would equal the amount of the monthly “security
wage,” The resulting trend toward payment of prevailing hourly
wages was given legislative sanction in 1036 when this policy was
required by statute. b

In 1939 the prevailing-hourly-wage policy was abandoned by the
statutory requirement that all project employees, rerardless of skill,
should work 130 hours per month in order to earn the amount of the
“security wage. At the same time Congress required that the monthly
earnings should not vary for workers of the same type in different
geographical areas to any greater extent than would be justified by
differences in the cost of living. This involved a redetermination of
the schedule of monthly payments,

For a discusslon of WPA wage policy during 1935-37 see Burns,
Arthur Edward, and EKerr, Peyton, “Survey of Work Relief Wage
Policies” The American Economic Review, XXVII (December 1937),
718-22, Subsequent developments in the wage policy of the agency
were discussed by the same authors in “Recent Changes in Work-
Relief Wage Policy,” The American Economic Review, XXXI (March
1941), 56-66. d

 Report on Progress of the WPA Program, June 30, 1940, table XII,
p. 124,

# About one-half was mew construction and one-half repair work,
Road work constituted 38.9 percent of total expenditures, work on
utilities, parks and recreational facilities, and public buildings about
10 percent each and projects for nonmanual workers about 22 percent,

# Report on Progress of the WPA Program, June 30, 1940, table X,
D. 124.
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adult education, youth programs, and white-collar and
women’s projects—many of which originated under the
earlier work programs, were carried on under the

WPA 38

Special Measures for Youth

From March 1933 to June 1940, the special public-
aid programs for youth (the Civilian Conservation
Corps and the National Youth Administration) showed
important developments in both the content of the pro-
grams and the characteristics of the youth they served.

Changes in the groups eligible—Although from
time to time there were marked changes in other charac-
teristics of the youth served by these programs such as
age,* the most significant development was the increas-
ing proportion of youth on both programs who came
from nonrelief families. Neither the act authorizing
the establishment of the CCC nor subsequent early
legislation required that junior enrollees be selected
from families on public relief rolls,®® but in practice
selections were made largely from this group.** The
continuance of selection from this group was made likely
by the limitation of total enrollments to 300,000 by the
act of June 1937 and the adoption of priorities at that
time.*” Subsequent modifications encouraged the selec-
tion of youth from families above the relief level but
“below a normal living standard,” and successively
larger proportions of all enrollees were drawn from such
families.®® In June 1940 eligibility requirements were

8 Bee also ch, IX.

® The original age range of junior enrollees of the CCC was 18 to
25 years. In 1935 the maximum age was raised to 28, and the mini-
mum age was lowered to 17 a few months later, After June 1937 the
range was from 17 to 23 years, inclusive. Veteran and Indian enrollees,
who were served by separate programs, were, of course, not subject to
these age restrictions. (See Melvin, Bruce L., Rural Youth on Relief,
Research Monograph XI, Works Progress Administration, Division of
Social Research, Washington, 1937, p. 53.) The original age range of
the NYA, 16 to 25, was still in force in 1940 for the student work
program. The out-of-school work program was limited to youth be-
tween 18 and 25, with certain exemptions due to defense activities.
(Bee ch. IX.)

% The purpose of the program was designated as the rellef of unem-
ployment ; no mention of previous relief status was made. However, the
plan of allotting the greater share of the enrollee’s monthly wage to
needy dependents probably influenced the publie-welfare agencies, which
certified CCC applicants, in selecting youth from families on relief rolls,

% Indeed, from May 1935 to June 1986, selection from relief families
was required. In the latter month the requirement was modified to
permit selection from famlilies eligible for relief, as well as those
actually receiving it.

37 Priority was given to (a) applicants whose dependents were actu-
ally receiving or were certified as eligible to receive any type of relief
(including work relief) or other public aid, (b) applicants with de-
pendents not so situated, (¢) applicants without dependents who de-
sired to make voluntary allotments for the support of needy nonde-
pendent relatives. (Civillan Conservation Corps, Standards of
Eligibility and Selection for Junior Enrollecs, Washington, issues after
June 1937.)

33 Bee Quarterly Selection Reports of the Civilian Conservation Corps.
In April 1988 this group made up 24 percent of all the juniors accepted
for enrollment. By April 1940 the percentage had risen to 38 percent,
and by October 1940 it was 45 percent,



46

further modified to bring into the Corps a still larger
group from this stratum of the population.®

A similar trend toward selection of youth from non-
relief families characterized the NYA out-of-school
work program. Through 1937 preference was given to
youth from families on relief or eligible for it.** Cer-
tification was carried out by local relief agencies. Early
in 1938 eligibility was extended to youth from families
certified as eligible for relief, families in need of relief,
and families eligible for any form of public assistance.*:
Relief agencies could thereafter certify youth “for
NYA only.”** In September 1939 the program was
made available to any “youth member of a family
whose income is insufficient to provide the basic needs
of all members of the family, including the youth mem-
ber, regardless of whether the family is receiving any
form of public assistance.” # At the same time NYA
made more extensive arrangements for doing its own
certification, thus avoiding some of the restrictive
policies of the local relief agencies.*

Ckanges in the character of the work.—The general
character of the work of the CCC changed less than the
characteristics of its enrollees. The original purpose of
relieving unemployment, restoring depleted national
resources, and conducting a program of public works
was being implemented in 1940 as in 1933 by the work
of youth living in camps where they were engaging in
reforestation, prevention of forest fires, floods, and soil
erosion, control of plant pests and diseases, and the like.
However, there was a significant change in the content
of the program with the increasing emphasis on educa-
tion in the camps.

The first camps got under way in the spring of 1933
without special provision for education,’® but after
the appointment of the first director of camp education
in December the educational content of the program
was steadily expanded. Effort was made to supply

® Civilian Conservation Corps, Standards of Eligibility and Selection
for Junior Enrollees, Revision Effective June 17, 1940, Washington,
1940, p. 3.

“For a considerable period employment was restricted to youth
from families who were receiving relief or WPA employment, The
regulations stated that 90 percent of those employed had to be certified
as in need of relief. See WPA Administrative Orders Nos, 468, 59, 60.

@ WPA Administrative Order No. 59,

I However, in localities where relief was limited or unavailable,
local relief agencies were reluctant to Investigate and certify as
eligible for relief families to whom they could not possibly give relief
because of lack of funds. This excluded from certification for NYA
youth who were legally eligible.

“ National Youth Administration, Preliminary Manual of Employ-
ment Procedure, revised January 15, 1940, Washington, 1940, ch. I,
pt. I, sec. 2, p. 1. The same statement appears in the NYA Handbagok
of Procedures dated Septembeor 16, 1940, _

“The NYA had begun to do its own certification in a few States
before July 1, 1939, but after that date it became an accepted poliey.
By the end of the fiscal year 1989-40, there were 25 States which on an
average did from 85 to 100 percent of their own certification.

% See Fechner, Robert, “The Educational Contribution of the Civilian
Conservation Corps,” The Phi Delta Kappan, XIX (May 1937), 3035,

National Resources Planning, Board

educational deficiencies of enrollees, with particular
emphasis on the elimination of illiteracy and a ground-
ing in elementary subjects. Very early in the life of
the Corps, the value of training on the job was recog-
nized and officials were appointed at the beginning
of 1936 with special responsibilities for project train-
ing. As a result of this training and the acquisition
of more and better technical equipment, work tech-
niques improved considerably. The training value of
the Corps was recognized in 1937 when the program
was defined by Statute as a means of providing “em-
ployment as well as vocational training.”* In con-
nection with the vocational aspects of camp education,
increased attention was given to counseling and guid-
ance, but there were many obstacles to effective work
in this field.

The nature of the NYA program has undergone
more significant changes than that of the CCC. From
the beginning of the NYA program in June 1935, two
types of projects were conducted—one for students and
one for out-of-school youth—with an increasing use
of available funds for the latter.+”

The student phase of the program had its begin-
ning before the establishment of the NYA. In Feb-
ruary 1934, after an initial experiment at the
University of Minnesota in the fall of 1933, the FERA
inaugurated work projects in a number of colleges to
help needy students continue their education. This
student-aid program was continued by the NYA and
expanded to permit assistance to graduate students in
colleges and to elementary and high-school pupils. A
shift in emphasis from the objective of merely keeping
a student in school to that of training him through work
as well as through formal education was indicated in
the change of the name of the program from Student
Aid to Student Work Program. The quality of the
student work projects showed marked improvement and
there was increasing recognition of the educational
value of the training received from them.

At the beginning of the NYA out-of-school program
emphasis was placed upon four types of activities:
Community development and recreation, rural youth
development, public-service training, and research.s®
Through such activities it was hoped that the NYA
could encourage the extension of educational and
recreational facilities and formulate independent proj-
ects, creating new facilities for young persons in areas

“ Publie, No. 183, 75th Congress, approved June 28, 1937, which pro-
longed the life of the Corps three years and defined its purposes and
program,

i Bee ch. IX.

45 Apprenticeship training was also fostered by the NYA until August
16, 1937, when the Federal Committee on Apprentice Training, which
had been provided with funds by the NYA, was transferred to the Depart-
ment of Labor. * (Publie, No, 308, 75th Cong.)
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where they were needed. In December 1936, the first
resident centers were established for youth in sparsely
populated areas who could share in the benefits of the
program only by living together in a center where they
could be provided with work and instruction on special
projects. Later, the development of workshops and
other production projects received increased emphasis,
to some extent at the expense of the recreational proj-
ects. Clerical projects at all times accounted for a
“significant proportion of the total volume of employ-
ment.*?

Construction projects received more emphasis in the
later years than at the beginning of the program.
Along with the development of the out-of-school
projects, a program to establish and encourage the
establishment of job-training, counseling, and place-
ment services for youth was fostered.™ TUnder the Ap-
propriation Act for 1941 the NYA was prevented from
engaging in placement activities, but it continued to
make industrial and occupational information studies
and to provide consultation services for young people
regarding training and job opportunities. Increasing
cognizance was taken of the interests and aptitudes of
the project workers,

In the course of the development of the out-of-school
work program, considerable change took place in the
wage structure. At first, the wage scale used by the
WPA was applied to youth employment ; young people
worked one-third the time and received one-third the
security wage of WPA workers. This pattern was
simplified by degrees ®* until June 1940 only two wage
rates for youth workers were in use; the Class A wage
for junior foremen and crew leaders, and the Class B
wage (lower than the Class A wage by $6 per month)
for all other youth workers.

Social Insurances

All social-insurance measures developed in 1930-40
differed from other governmental provisions for the
economically insecure population in that persons eligi-
ble to receive benefits could do so without having to
undergo an individual test of need. So long as the

©190.9 percent of the total employment was on clerical projects in
March 1939, 22.3 percent in March 1940, and 19.8 percent in August
1940. (Work Relief and Relief for Fiscal Year 1940, Hearings Before
the Subecommittee of the Committee on Appropriations, House of Repre-
sentatives, T6th Cong., 1st sess., Washington, 1939 (subsequently re-
ferred to as Work Relief and Relief for Fiscal Year 19)0), table A, p.
138; and monthly statistical tables of the Division of Finance and
Statistics, National Youth Administration.)

5 By June 1940, junior placement services promoted by the NYA were
operated In connection with State employment services in 198 cities in
41 States.

% First by reducing the number of urbanization groups in the wage
seale from 5 to 2 (WPA Administrative Order No. 48, August 21, 1938) ;
later by dropping out the occupational categories and paying a Class A
and Class B wage, the former $3 higher than the latter (NYA Admin-
istrative Order, No. 2, July 13, 1939.)
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other conditions of eligibility were fulfilled, the appli-
cant could continue to draw his benefit as a right for
the period of time stated in the law. All of the social-
insurance programs had another common characteristic
in that the amount of benefits provided was related in
some way to the beneficiary’s past earnings. However,
the differences between these programs were such as to
require separate treatment in this section.

Old-age insurance—Under the Social Security Act
of 1935 the amount of benefits provided for eligible
workers in covered employment ®* on reaching the age
of 65 was calculated on the basis of the individual’s
total life earnings in covered employment, with mini-
mum and maximum monthly benefits. Lump-sum
payments were also made to the estates of workers who
died before reaching the qualifying age or to workers
who survived that age for too short a period of time
to draw monthly benefits roughly equal to the wage
taxes they had paid.®® The costs of the program were
to be provided by wage and pay-roll taxes levied on
workers and employers in the covered indusfries.
Annual appropriations were to be made to an old-age
reserve account of an amount sufficient on an actuarial
basis to provide the benefits.**

The 1935 Social Security Act had thus set up an
old-age insurance system whose main characteristics
included many of those found in private insurance
company plans, such as strict actuarial relationship
between contributions and benefits. Radical changes
were made in this program by the amending act of
1939, the groundwork for which was laid by the study
of the Advisory Council on Social Security and the
recommendations of the Social Security Board. The
insurance system resulting from these amendments,
while not abandoning the proportionality principle,
applied the social, as against the private, insurance
method by adjusting benefits in the light of social
adequacy. Relatively greater benefits were provided
for those who had earned low wages or were already
in the higher age classes when the system began
operating.®® Allowances for aged wives and young
dependent children of beneficiaries were provided.
Furthermore, the risk against which protection was

52 For a list of the excluded employments, see column b6 of Appendix 7.

5 See ibid. column 6, for the precise amount and conditions of these
payments.

& Although not specifically stated in the act, it was intended that the
reserve should be built up to a capital sum the interest on which, to-
gether with the yield of the taxes at the full rate, would suffice to meet
the annual benefit costs once the scheme had been in operation for a full
generation. It was hoped in this way to avoid the necessity of a
subsidy from general taxes.

% This was made possible by modifying the benefit formula. Benefits
were computed on the basis of average monthly wages from covered em-
ployment instead of total earnings, thus favoring workers with even short
periods of coverage if their employment had been more or less continuous.
See column 6 and footnote 9 of Appendix 7 for details of the benefit
formula,
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offered was widened by the provision of monthly bene-
fits to survivors.®® Thus the former system of com-
pulsory individual savings was converted into a
social-insurance system which emphasized the protec-
tion of the family as against the individual.

Benefit eligibility conditions underwent important
modifications, in part to make possible advancing the
date of first monthly benefit payments from January
1942 to January 1940. The amending act also made
certain changes in the coverage of the program tend-
ing to bring more workers within the scope, but
these involved no fundamental change in principle.”
Finally, the amending act involved changes in the
method of financing which may have far-reaching con-
sequences, This act indicated that a much more
modest reserve was contemplated *® and made no direct

provision against the time when the current yield from.

wage and pay-roll taxes at their maximum level should
fall short of the annual sum needed for the payment of
benefits.

In contrast to the drastic revision of the Social
Security Act, railroad retirement legislation under-
went less fundamental changes during the years 1935-
40. The railroad retirement legislation of 1935 pro-
vided not only old-age annuities but also disability
annuities and a measure of survivors’ protection by
permitting a retiring worker to choose a reduced
annuity during his own life in order to provide a life
annuity for his widow. In 1937 the amending act
added a new class of beneficiaries by providing monthly
payments to former pensioners of railroads; it also sub-
stituted lump-sum death payments for the death-benefit
annuities payable for a period of 12 months to sur-
vivors of railroad workers. The benefit formula of the
railroad retirement legislation resulted in old-age
annuities considerably higher on the average than those
available under the Social Security Act.* An im-
portant change occurred, however, in the method of
financing railroad retirement benefits. While under
the 1935 legislation the necessary funds were appropri-
ated by Congress regardless of the revenues from the
Carriers Taxing Act of that year,* the Railroad Retire-
ment Act of 1937 established a special Railroad Retire-
ment Account in the Treasury, and Congressional
appropriations to the account were intended to cor-

% In the 1935 act this risk had been provided against only through
lump-sum payments which, especially in the early years during which
the act operated, were obviously inadcguate.

& For the differences in coverage of the two acts see column 5 of
Appendix 8.

& See ch, IV.

® For details of the benefit formula, see c¢h., IV and Appendix 8;
average benefits and distribution of benefit payments by $10 intervals
are shown in table 34, ¢h. VIL

® In June 1936, the United States District Court for the District of
Columbia enjoined the Commissioner of Internal Revenue from collect-
ing the taxcs imposed by thig act; ef. Appendix 8 and ch. XIIL

National Resources Planning Board

respond roughly to the taxes collected under the
Carriers Taxing Act of 1937.* = Like old-age insurance
under the Social Security Act of 1935, the railroad
retirement system of 1937 was set up on a reserve basis,
i. e, annual appropriations were to cover benefit
payments and investments in a reserve fund.

Unemployment compensation.—~The development of
unemployment compensation after the passage of the
Wisconsin unemployment insurance law in 1932 was
characterized by considerable disagreement regarding
its major purpose.®® Unemployment insurance plans
abroad, which antedate action in this country, were
designed for the payment of benefits for short-term
unemployment of workers who were normally active
members of the labor market. Under the Wisconsin
plan, stabilization of employment was made a major
purpose of unemployment compensation through the
use of incentive taxation. Largely because this first
State plan did so, most of the State laws in the United
States provided both for the payment of benefits and
the regularization of employment. The latter objec-
tive was implemented by varying the employer’s pay-
roll tax in accordance with his experience in stabilizing
employment, hence the term “experience rating,” earlier
known also as “merit rating.” Although there was a
slight trend away from experience rating in the legisla-
tive year of 1941, the majority of amendments affecting
the tax provisions of State unemployment compensa-
tion laws were concerned with the type and admin-
istration of plans for variable contributions.

Because the dual-purpose systems of unemployment
compensation related the worker’s eligibility and the
amount and duration of his benefits to his previous
earnings and also related the employer’s taxes to his
previous pay-roll experience, they required.elaborate
record-keeping and complex administrative operations.
A considerable effort was made to simplify record-
keeping and administration.

Between 1937 and 1941, all of the State unemploy-
ment compensation laws were amended, some of them
several times. The amendments, however, did not pro-
duce significant changes either in the extent of cover-
age, the method of financing, or the amount of benefits
payable. The basic features of the original laws
characterized the later laws: exclusion of certain occu-
pational groups, such as agricultural labor and domestic
service; direct relation between a worker’s benefit rights
and his previous earnings or length of employment
(thus incorporating the actuarial concepts of private,
as opposed to social, insurance) ; and general reliance

o Subch. B, ch. 9 of the Internal Revenue Code. For more details of
railroad retirement financing under the 1937 legislation, see ch, IV.

® Por a detailed treatment and analysis of the origins and development
of unemployment insurance in the United States, see Malisoff, op. cit.
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upon payroll taxes as the method of financing. Very
frequently amendments to State laws were guided by
the administrative considerations indicated above, and
it was thus impossible to distinguish clearly between
the administrative implications of a given amendment
and its effects on benefit liberality.®

There were several important developments in the
modification of the benefit formula during the years
1935-40. Changes in the eligibility requirements
showed a trend away from a minimum number of
weeks of work and toward a minimum amount of
earnings in some specified period. The determination
of the benefit amount came to be less directly related
to previous full-time weekly earnings and increasingly
determined as a fraction of total wages earned in some
specified calendar quarter. To an increasing degree
minimum benefit amounts were written into the laws.
Whereas the original laws related the duration of
benefits to the individual’s previous employment or
earnings record, in later years there was a tendency
to provide a flat duration for all eligible workers.
These changes did not substantially alter the original
intention of the benefit formulas—the provision of
weekly benefits equivalent to about one-half of normal
weekly full-time earnings.

The character of unemployment insurance for rail-
road workers provided by the Railroad Unemployment
Insurance Act of 1938 differed from the State systems
of unemployment compensation in that it paid benefits
on the basis of days rather than weeks of unemploy-
ment, computed benefit amounts by annual earnings
categories, and provided for a flat duration of benefit.
This system did not change significantly after the
passage of the act of 1938, for the amending act of
October 1940 liberalized benefits but made no change in
the principles of computing them.

Special Public Assistance

The period 193040 witnessed great expansion of the
special types of aid known variously as pensions or
public-assistance measures. The programs outlined
under titles I, IV, and X of the Social Security Act
differed from the State and local services which pre-
ceded them in both the eligibility requirements for as-
sistance and the conditions under which assistance was
given.™

o See Soclal Security Board, Simplification of the Benefit Formulae in
State Unemployment Compensation Laws, Washington, 1939, passim,

8 According to the first annual report of the Social Security Board,
“the public-assistance program outlined by the act represents * * *
more than a mere extension of existing State services. It is based on a
more definite recognition of the claims of the needy individual to assist-
ance from his Government than that in which the older poor-relief
programs were grounded. It implies a new conception of the value to
the community, as well as to the individual, of a broadly conceived
public-welfare program, national in scope but varying from State to State
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Federal standards relating to eligibility for special
assistance encouraged the States toward greater liber-
ality in regard to age requirements. Most of the States
lowered the minimum age for old-age assistance, raised
the maximum age for aid to dependent children, and
liberalized the age requirements with respect to aid to
the blind.®®

The Social Security Act also stimulated liberality
with respect to residence and citizenship. In the pro-
grams of old-age assistance and aid to the blind, there
was a tendency to reduce the required number of years
of residence prior to application for aid.*® The same
tendency occurred in programs of aid to dependent
children.®” Furthermore, State plans increased the
number of relatives of second- or third-degree rela-
tionship with whom dependent children might live and

according to local needs and desires.”” (First Annual Report of the
Bocial Security Board, Fiscal Year Ended June 80, 1936, Washington, 1937,
pp. 25-26.)

% Almost half of the old-age assistance laws in effect prior to 1935 set
70 years as the minimum age., By 1940 all States had reduced this
minimum to 65. (The Social Security Act stipulated that, after January
1, 1940, the Soclal Security Board should not approve any old-age
assistance plan which imposed as a condition of eligibility an age require-
ment of more than 65 years.)

In 1934 over one-fourth of the States with mothers' pension laws
granted aid to children under 14 or 15 years. By 1940, of the 42 States
with approved aid-to-dependent-children plans, 21 States had an age
limit of 16, 1 State had an age limit of 17 years, while 16 States set 18
years if the child was regularly attending school. Three additional
States and Hawali granted aid to children up to 18 but did not stipulate
that the child must be regularly attending school.

In 1934 the majority of the blind laws in operation established a
minimum age which was commonly 18 or 21 (2 States had