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I N T H E L A S T D A Y S of M a y 1940 , President Roose
velt officially in i t ia ted a huge armament program 
in the U n i t e d States. Expenditures for arma
ments now form the major par t of the Federal 
budget, whereas relief costs were the largest single 
items i n Federal expenditures dur ing the 7 years 
prior to J u l y 1, 1 9 4 0 . M u c h interest, however, is 
still centered upon the relief programs, and there 
has been abundant discussion of what the effect of 
defense expenditures on relief has been and should 
be. Some persons have questioned w h y , w i t h 
vastly increased expenditures for armaments, an 
expanded A r m y , and labor shortages a pressing 
problem, the general relief program alone should 
still be costing the States and localities about $ 1 8 
mill ion m o n t h l y . On the other hand , others are 
concerned t h a t excessive cuts i n relief appropria
tions may have been made w i t h o u t proper rela
tion to any real decline in the need for relief. 

This paper is p r i m a r i l y concerned w i t h the 
possible effects of the defense program on the 
size of the special assistance programs adminis
tered under the Social Security A c t and on the 
general relief programs in the States. Separate 
analysis has been made of the available data on 
old-age assistance, aid to dependent chi ldren, and 
general relief for the period January 1 9 4 0 - N o v e m -
bor 1 9 4 1 . A i d to the b l i n d is not included i n the 
analyses because of the small vo lume of i ts case 
load. 
Selection of Defense Areas for Analysis 

I n order to test the relationship between de
fense a c t i v i t y and changes i n general relief and i n 
public assistance case loads, certain counties i n 
which expenditures for armaments were greatest 
were selected as "defense areas." The areas 
selected were al l those 1 i n which the per capita 
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value of pr ime contracts awarded exceeded the 
average for the U n i t e d States as a whole. T h e y 
comprised 5 5 areas, covering 6 8 counties or inde
pendent cities, which included about 2 0 percent 
of the populat ion of the U n i t e d States. 

Several reservations should be kept i n m i n d 
when analyzing w h a t has happened i n these de
fense areas. I n the f i rst place, the speeding-up of 
armament product ion has had direct or indirect 
effects upon almost every county i n the U n i t e d 
States; no realistic divis ion can therefore be made 
on the assumption t h a t there is a large number of 
t o t a l l y unaffected areas. Rather , the a t t e m p t has 
been to segregate the areas i n which the effect has 
been relat ively greater. 

E v e n this separation has probably no t been ac
curately made i n a l l cases, because awards of 
pr ime contracts do no t give a complete p ic ture of 
defense expenditures. N o adequate data are 
available on the geographic d i s t r ibut i on of second
ary or subcontracts. I t seems probable t h a t , i f 
subcontracting had been included, the large 
amount being done i n and around P i t t sburgh , for 
example, wou ld have classified i t among the de
fense areas. The use of pr ime contracts as the 
sole basis of selection l i m i t s the scope of the data 
to areas of armament product ion, o m i t t i n g f r o m 
consideration such nonindustr ia l defense areas as 
the D i s t r i c t of Co lumbia and the regions i n wh i ch 
A r m y camps are located. 

The migra t i on of labor in to defense areas makes 
i t probable t h a t any effects wh i ch increasing arma
ment product ion has had upon relief rolls have 
been, to some extent a t least, diffused in to other 
areas. Childersburg, A labama; Ravenna, Ohio ; 
and Val le jo , Ca l i f o rn ia—to name only three—are 
examples of defense areas i n wh i ch large plants 
have been p u t up b u t which have had to draw the 
m a j o r i t y of their employees f r o m outside those 
areas because of sheer lack of populat ion . I n 
other defense areas, employees have been d r a w n 
f rom outside because of the need for special skills 
or because of existing barriers to h i r i n g workers 
f r om given racial and nat iona l i ty groups. I n some 



instances, t h i s i n f l u x o f l a b o r m a y have s i g n i f i 
c a n t l y affected t h e p o p u l a t i o n base f r o m w h i c h t h e 
per c a p i t a figures were o b t a i n e d . 

I t shou ld also be borne i n m i n d t h a t t h e d a t a 
consist o f t h e v a l u e o f c ont rac t s a w a r d e d a n d n o t 
o f wages a n d salaries p a i d . N o d a t a were a v a i l 
able t o show w h a t expendi tures have been m a d e i n 
f u l f i l l m e n t o f t h e c on t rac t s or w h a t p r o p o r t i o n o f 
such expendi tures consisted o f wages a n d salaries 
r a t h e r t h a n o f m a t e r i a l s a n d p r o f i t s . 

I t shou ld be n o t e d , moreover , t h a t each of t h e 
l i m i t a t i o n s m e n t i o n e d tends t o m i n i m i z e r a t h e r 
t h a n to exaggerate t h e differences between defense 
a n d o t h e r areas. T h e r e f o r e , specific conc lus ions— 
such as the n u m b e r o f re l ie f cases, i f a n y , w h i c h a 
m i l l i o n d o l l a r defense c o n t r a c t can be expected to 
t a k e off t h e ro l l s f o r a year ' s t i m e — a r e b e y o n d the 
scope of t h i s index of defense areas. T h e effects of 
defense e m p l o y m e n t a n d the r e l a t i v e size o f these 
effects, however , s h o u l d be ascertainable . 

Techniques Employed 

F r o m a s imp le inspec t i on o f case-load t rends , 
l i t t l e c o u l d be asserted w i t h a n y confidence c o n 
c e r n i n g the effects o f the a r m a m e n t p r o g r a m u p o n 
old-age assistance, a i d t o dependent c h i l d r e n , a n d 
general rel ie f . N o n e of the p r o g r a m s shows a n y 
de f in i te b r e a k i n t r e n d i n or a b o u t J u l y 1 9 4 0 w h i c h 
can , w i t h a n y assurance, be a t t r i b u t e d to defense 
a c t i v i t y . L o o k i n g a t the s m o o t h a n d a l m o s t 
u n i n t e r r u p t e d rise i n the n u m b e r of rec ip ients of 
old-age assistance, one m i g h t inc l ine t o the 
hypothes i s t h a t the n u m b e r of needy aged h a d 
been l i t t l e affected b y defense e m p l o y m e n t ( c h a r t 
1 ) . One w o u l d be s o m e w h a t more h e s i t a n t t o 
d r a w conclusions f r o m an e x a m i n a t i o n o f the t r e n d 
i n the n u m b e r of fami l ies rece iv ing a id t o d e p e n d 
e n t c h i l d r e n , for , a l t h o u g h the case load c o n t i n u e d 
to rise d u r i n g 1 9 4 0 a n d the first h a l f o f 1 9 4 1 , the 
t r e n d has t a k e n a d o w n w a r d t u r n d u r i n g the las t 
few m o n t h s . I s t h i s a de layed r e s u l t o f the defense 
p r o g r a m , o r is i t a r esu l t o f some o the r causes o f 
d i f f e r e n t o r ig in? I t w o u l d be even more d i f f i c u l t 
t o i n t e r p r e t the t r e n d i n general re l ie f cases i n 
t e r m s of the effect of defense e m p l o y m e n t , for the 
d o w n w a r d t r e n d , t h o u g h de f in i t e , appears t o have 
begun before r a t h e r t h a n a t the same t i m e as the 
a r m a m e n t p r o g r a m of the U n i t e d States . 

Because i t was recognized t h a t areas o t h e r t h a n 
the defense areas s t i l l h a d considerable defense 
e m p l o y m e n t , a n d t h a t defense e m p l o y m e n t was 

C h a r t 1 .—Recipients of old-age assistance, aid to de
pendent children, and general relief in the conti
nental United States, January 1936-November 1941 

( R a t i o scale] 

n o t the o n l y f a c to r w h i c h c o u l d have influenced 
the t r e n d i n assistance case loads i n defense areas, 
no separate analysis of t rends i n the t w o groups of 
areas was made . I n s t e a d , for the purpose of 
e l i m i n a t i n g the t r e n d fo l l owed b y case loads i n 
b o t h defense a n d o t h e r areas, the s imples t sor t of 
index was cons t ruc ted for m e a s u r i n g the d i f 
ferences. A r a t i o was c o m p u t e d between the case 
l oad i n the defense areas a n d the case load i n the 
o t h e r areas i n the same m o n t h . A n index va lue of 
1 0 0 was g i v e n t o the average o f the ra t i o s for the 
first 6 m o n t h s of 1 9 4 0 , w h i c h m a y be considered 
the pro-defense p e r i o d . I f , t h e n , the case load i n 
the defense areas increased or decreased a t the 
same ra te as the case l oad i n the o t h e r areas, the 
index va lue w o u l d r e m a i n 1 0 0 . 

I f the defense areas do n o t di f fer s ign i f i cant ly 
f r o m o t h e r areas i n factors a f fec t ing assistance 
case loads except i n the a m o u n t of defense em
p l o y m e n t , t h e n the v a r i a t i o n i n the index is 
a t t r i b u t a b l e to the defense p r o g r a m . I n a 
few States a d m i n i s t r a t i v e changes were k n o w n 
to have occurred , a n d a d j u s t m e n t s were made 
for t h e m . F o r example , the three S t a t e s — 
M i s s o u r i , N e w H a m p s h i r e , a n d P e n n s y l v a n i a — 
w h i c h lowered t h e i r age l i m i t f o r e l i g i b i l i t y for 
o ld-age assistance f r o m 7 0 t o 65 years were 
e l i m i n a t e d i n c o m p u t i n g t h e i n d e x f or old-age 
assistance case loads. 

N o a d j u s t m e n t was made i n the index to e l i m -



inate possible biases a r i s i n g f r o m p r i o r i t y u n e m 
p loyment . T w o considerations ind i ca te t h a t the 
lack of th i s a d j u s t m e n t was n o t serious. F i r s t , 
the n u m b e r o f lay-of fs because of p r i o r i t i e s was 
re lat ive ly s m a l l d u r i n g the per i od s t u d i e d a n d 
should n o t affect the index s i g n i f i c a n t l y . T h e 
major effect of c u r t a i l m e n t s i n nondefense p r o 
duct ion is expected a f ter N o v e m b e r 1 9 4 1 . 
Second, the possible effects o n the index were 
largely e l i m i n a t e d b y the even d i s t r i b u t i o n o f 
the lay-offs between defense areas a n d o t h e r areas. 
A b o u t 2 0 percent of the lay-of fs o c c u r r i n g before 
December 9 , 1 9 4 1 , i n c o m m u n i t i e s cert i f ied b y the 
Office of P r o d u c t i o n M a n a g e m e n t as p r i o r i t y 
areas, were i n defense areas, j u s t as 2 0 percent 
of the p o p u l a t i o n of the U n i t e d States l i v e d i n 
these areas. I n e x t e n d i n g the index i n t o the 
period w h e n the f u l l i m p a c t of p r i o r i t i e s u n e m 
p l o y m e n t is f e l t , however , t h i s fac tor w o u l d bear 
reexaminat ion . I t should be recognized, also, 
that o ther factors , for w h i c h no a d j u s t m e n t s 
have been made , m a y have borne u n e q u a l l y o n 
defense areas a n d o ther areas. 

Whenever the d a t a ind i ca te t h a t defense e m 
p l o y m e n t has h a d a n effect, the t rends i n a p p l i 
cations received a n d i n cases closed m a y help i n 
d e t e r m i n i n g more precisely the n a t u r e of t h i s 
effect. T h e n u m b e r of cases accepted m i g h t be 
used instead o f the n u m b e r of app l i ca t i ons , b u t 
changes i n a d m i n i s t r a t i v e po l i cy a n d the a m o u n t 
of funds ava i lab le for assistance affect the accept
ance of cases to a greater degree t h a n t h e y affect 
appl icat ions . D a t a o n a p p l i c a t i o n s have been 
used w i t h f u l l r e cogn i t i on of the w i d e differences 
in d e f i n i t i o n a n d , therefore , the n o n c o m p a r a b i l i t y 
from State to S ta te o f a n y m o n t h ' s figures. I t 
has been assumed, however , t h a t the o v e r - a l l 
trend has signif icance w h i c h S t a t e - b y - S t a t c c o m 
parisons w o u l d n o t have . 

Effects of Defense Employment on Old-Age 
Assistance 

Defense e m p l o y m e n t has h a d no not i ceable effect 
whatever u p o n the n u m b e r o f o ld-age assistance 
recipients , a c c o r d i n g t o t h e index . D u r i n g the 
ent ire 2 3 m o n t h s , J a n u a r y 1 9 4 0 t h r o u g h N o v e m b e r 
1 9 4 1 , t h e index d i d n o t d e v i a t e f r o m 1 0 0 as m u c h 
as ha l f a u n i t i n e i ther d i r e c t i o n , a f l u c t u a t i o n 
w h i c h m i g h t easi ly be exp la inab le i n t e r m s o f 
r a n d o m v a r i a t i o n s ( tab le 1 ) . T h i s r e s u l t is b y 

no means s u r p r i s i n g . I n t e r m s o f e m p l o y a b i l i t y , 
aged rec ip ients u n d o u b t e d l y c o n s t i t u t e t h e m o s t 
m a r g i n a l of the groups re ce iv ing assistance. 
T h e r e m a y be a t endency i n some indus t r i e s t o 
keep o n , i f possible, employees w h o have g r o w n 
o l d i n the service, b u t once a n aged m a n has l o s t 
a j o b his chances of g e t t i n g a n o t h e r are n o t great . 

T a b l e 1 . — I n d e x of the ratio of recipients of old-age 
assistance, aid to dependent children, and general 
relief in defense areas to recipients in other areas, 
January 1940-November 1941 

[ A v e r a g e r a t i o J a n u a r y - J u n e 1940=100] 

Y e a r a n d m o n t h Old-age 
assistance 1 

A i d t o 
dependent 
c h i l d r e n 2 

Genera l 
rel ie f 

1940 
J a n u a r y 99.7 100.7 100.6 
F e b r u a r y 99.9 100.0 99.3 
M a r c h 100.1 99.6 99.8 
April 100.2 99.8 99.1 
M a y 100.1 100.0 101.0 
J u n e 100.0 99.9 100.8 

J u l y 100.2 100.0 100.9 
A u g u s t 100.1 100.0 97.9 
September 100.0 99.3 99.0 
October 100.1 9 9 . 1 96 .4 
N o v e m b e r 100.1 99.4 92.9 

100.2 98.9 89.5 

1941 
J a n u a r y . 100.3 99.0 87.2 
F e b r u a r y 100.4 98.4 86 .1 
M a r c h 100.4 98.4 84.7 
A p r i l 100.3 99.0 84 .1 
M a y 100.2 98.9 83.7 
June 100.2 98.7 81.3 

J u l y 100.4 98.5 80.0 
A u g u s t 100.3 97.6 76.6 
September 100.3 97.4 73.9 
October 100.0 96.7 73.2 
N o v e m b e r 99 .8 96.8 72.8 

1 M i s s o u r i , N e w H a m p s h i r e , P e n n s y l v a n i a , a n d W a s h i n g t o n exc luded , 
because of a d m i n i s t r a t i v e changes i n prov i s i ons of the old-age assistance 
p r o g r a m . 

2 M i s s i s s i p p i , P e n n s y l v a n i a , a n d S o u t h D a k o t a exc luded , because of 
a d m i n i s t r a t i v e changes i n the p r o g r a m for a i d t o dependent c h i l d r e n . 

W h i l e i t m i g h t be expected t h a t c e r t a i n i n d i r e c t 
effects o f increased e m p l o y m e n t , such as increases 
i n t h e nonwage incomes of rec ip ients o r t h e i n 
creased a b i l i t y of t h e i r re la t ives t o g ive s u p p o r t , 
w o u l d decrease t h e n u m b e r of aged rec ip i ents , 
such effects were n o t i m p o r t a n t enough t o produce 
a s i gn i f i cant change i n t h e index . 

T h e t rends i n a p p l i c a t i o n s a n d i n closings bear 
o u t t h e same s t o r y . E x c e p t i n t h e few States 
i n w h i c h a d m i n i s t r a t i v e o r l eg i s la t ive changes i n 
e l i g i b i l i t y t o o k place, the n u m b e r o f a p p l i c a t i o n s 
r e m a i n e d a l m o s t c o n s t a n t d u r i n g the e n t i r e pe 
r i o d . T h o u g h closings showed a s l i g h t seasonal 
fluctuation, t h e y gave no evidence o f e i ther u p 
w a r d o r d o w n w a r d t r e n d w h e n considered as a 
p r o p o r t i o n o f t h e open cases. 



Effects of Defense Employment on Aid to De
pendent Children 

Defense employment has had a small but def
inite tendency to reduce the number of families 
receiving aid to dependent children. There was 
no apparent effect upon the defense index until 
September 1940. After that time the index 
gradually declined to 97 in November 1941. This 
decline may be interpreted as indicating that the 
case load in defense areas in November 1941 was 
3 percent smaller than it would have been if it 
had followed the trend in the other areas. I t 
should be remembered that the method used tends 
to minimize rather than exaggerate the effect of 
defense expenditures. 

T h e tendency for the case load of aid to depend
ent children to decline is explainable in terms of 
both a slight decline in the number of applications 
received and an upward trend in closings as a 
proportion of the open case load. Thus , defense 
employment has tended to reduce need both 
among the families receiving assistance and among 
the families who were potentially eligible for 
assistance. A t the present time, data are not 
available to show the extent to which members 
of families receiving aid to dependent children 
are being drawn directly into defense jobs, the 
extent to which they are going into private em
ployment to replace others who have taken defense 
jobs, or the extent to which there has been an 
increase in the employment of relatives willing 
to support persons on assistance rolls. 2 

The likelihood that a member of a family 
receiving aid to dependent children will be able 
to work is greater than the likelihood that a 
recipient of old-age assistance will be employable. 
Some families receiving aid to dependent children 
are finding it possible to attain a more satisfac
tory standard of living through the employment 
of the mother or of older children in the family. 
T h e increased attainability of jobs and the failure 
of assistance payments to keep pace with the rising 
cost of living may be encouraging this trend. 
Important objectives of the program of aid to 
dependent children, however, are to enable the 
mother or other relative to remain in the home 
to care for dependent children and to enable the 

2 D a t a on closings i n Pennsylvania show an increase both i n employment 
and i n contr ibut ions from relatives as reasons for closing. I t is no t certain 
t h a t the experience i n th i s one State m a y be taken as representative, inas
m u c h as Pennsylvania has had a stricter pol icy t h a n m a n y other States i n 
regard to contr ibut ions f rom legally responsible relatives. 

C h a r t 2.—Index of the ratio of recipients of old-age 
assistance, aid to dependent children, and general 
relief in defense areas to recipients in other areas, 
January 1940-November 1941 

[Average rat io January-June 1940=100] 

children to remain in school. I t is unfortunate 
if the mother or other person responsible for the 
care of the children is employed and no proper 
provision is made for their care in the home or 
elsewhere. I f the children are drawn into em
ployment prematurely, they are likely to be poorly 
equipped to compete in post-war labor markets. 

Effects of Defense Employment on General 
Relief 

I n sharp contrast to the comparative lack of 
effect on the number of aged recipients and the 
small effect on the number of dependent children, 
defense employment played an important part in 
the sharp reduction in general relief case loads 
(chart 2). The index was subject to only minor 
fluctuations during the first half of 1940, but 
beginning with September 1940 it dropped decid
edly and continuously, reaching a low of 73 in 
November 1941. I n other words, general relief 
case loads in defense areas were 27 percent smaller 
than they would have been had they followed the 
trend of the other areas. 

Although the defense areas are as a whole 
industrial areas, which are generally urban in 



character, i t docs not appear t h a t the variations 
in the index are properly assignable to differences 
between urban and r u r a l general relief trends, i f 
defense employment is omi t ted f r o m the p icture . 
Most of the largest cities i n the U n i t e d States were 
not included among the defense areas, because the 
per capita value of their pr ime contracts was be
low the average for the country as a whole. A n 
index constructed on the basis of these largest 
cities, rather t h a n of the defense areas, showed an 
upward trend . Th i s movement was not caused b y 
an increase i n general relief case loads i n these 
largest cities b u t rather by the fact t h a t case loads 
in these cities d i d no t decline as fast as i n the 
country as a whole. 

Unl ike the case loads for aid to dependent ch i l 
dren, those for general relief d id not reflect the 
combination of decreasing applications and i n 
creasing closings. On the basis of reports f rom the 
26 States for which data were available, applica
tions dropped sharply. Closings also dropped i n 
number, b u t they remained about the same 
proportion of the open case load throughout the 

period. I t is probable t h a t employment oppor
tunit ies have opened up for a large proport ion of 
the relief families w i t h employable members b u t 
have had l i t t l e effect upon a re lat ively large and 
constant base of unemployable relief families. 
Insofar as this conclusion is true , there is no basis 
for expecting defense expenditures to continue 
indef inite ly to reduce the general relief load. 

Conclusion 

The rolls of the several assistance programs 
have been affected i n v a r y i n g degrees b y the 
development of the defense program. T h e extent 
to wh i ch they have been affected has depended on 
the propor t ion of employable recipients aided 
under the various programs. T h e fact t h a t the 
defense program has resulted i n a sizable reduct ion 
i n the number of recipients of general relief does 
not necessarily mean t h a t there is a prospect t h a t 
expenditures for general relief w i l l decline to much 
lower levels; nor does i t mean t h a t the need for 
assistance, i n terms of coverage and adequacy, is 
now f u l l y met . 


