Public Assistance: Effect of the Increase in
Current Old-Age and Survivors
Insurance Benefits

The 1950 amendments to the Social Security Act made sub-
stantial changes in old-age and survivors insurance coverage
and benefits. Of the new provisions that were effective Septem-
ber 1950, one—the increase in current insurance benefits—had
an almost immediate effect on public assistance caseloads and
expenditures, as reported in the following pages. A later article
will summarize the impact on the assistance programs of the
provisions, also effective September 1950, liberalizing eligibility
conditions for old-age and survivors insurance benefits.

vivors insurance made by the

1950 amendments to the Social
Security Act have already had a no-
ticeable effect on the public assistance
programs. The two provisious that
are likely to have the greatest ultimate
effect are the inclusion of new em-
ployments in the definition of cov-
ered employment and the more liberal
formula under which benefits will be
. computed in the future.

The amendments that became ef-
fective in September 1950, although
less important in the long run in their
effects on the assistance programs,
had immediate import for some per-
sons then receiving assistance and for
assistance agencies. Increases in bene-
fits provided by Congress for current
beneficiaries affected the persons
who, because their benefit and other
income did not meet their need, had
been receiving assistance in addition
to insurance benefits. Some of them
had been getting old-age and sur-
vivors insurance benefits at or near
the minimum-—$10 for retired work-
ers and $5 for wives. For a parent or
g child the minimum was $10 if a
single benefit was based on the wage
record; $5 if more than one benefit
was based on the record.

Two studies made in 1948 and 1950
showed that the average amount of
assistance paid to beneficiaries who

THE changes in old-age and sur-
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were also receiving old-age assistance
was about double their average in-
surance benefit.! For all aged bene-
ficiaries receiving supplementary old-
age assistance payments in June 1948,
the average benefit was about $17.50;
the average old-age assistance pay-
ment was about $35.25. For old-age
and survivors insurance beneficiaries
approved for old-age assistance dur-
ing April 1949, the average benefit
was $19.84; the average old-age as-
sistance payment was $39.30.

The provision in the 1950 amend-
ments enabling persons aged 65 and
over to qualify for benefits if they had
6quartersof covered employment made
it possible for assistance recipients
with only a short period of such em-
ployment to qualify for insurance
benefits. Still other recipients could
qualify under other eligibility liberal-
izations that came in force in Sep-
tember. For all assistance recipients
to whom these changes in old-age
and survivors insurance applied, the
increased or new income from old-age
and survivors insurance might affect
the amount of their assistance pay-
ments and even their eligibility for
assistance.

The full effects of the liberalizations
in eligibility effective in September
1950 are not yet known. Benefits could
not be received by the persons who

1See the Bulletin for October 1949 for
additional information from the 1948
study; the data for the later study have
not yet been published.

became eligible under these amend-
ments until they filed claims at old-
age and survivors insurance fleld
offices and the claims were adjudi-
cated. New beneflciaries among the
persons who had been receiving public
assistance payments in September
1950 are still being reported by assis-
tance agéncies. *

In contrast, the increase provided
by the amendments for benefits in
force was implemented at once. Bene-
fit checks for September 1850, mailed
to beneficiaries throughout the Na-
tion in the first week in October, were
made out for the larger amount.

Review of Assistance Cases

Changes in assistance payments to
adjust for this additional income were
completed much more slowly than the
benefit increases. The difference in
timing reflects in part a contrast be-
tween a federally administered pro-
gram with responsibility concentrated
in the six area offices and programs
with policy formulated by the various
State agencies and with action on in-
dividual cases by local staff in more
than 3,000 counties.

To help the assistance agencies in
their review, the Bureau of Old-Age
and Survivors Insurance prepared
tables showing the amount of the
converted benefit corresponding to
each dollar amount of the former
primary benefit, and field-office staff
supplied information at the request
of assistance agencies on cases com-
plicated by maximum family benefits
and other factors.

There was wide variation in the
rate at which assistance agencies re-
viewed their caseloads and adjusted
payments. In a number of States the
review of the dependent children

2The analysis in -this article relates
only to those persons who received both
Insurance benefits and assistance pay-
ments in September 1950,



¢ases was postponed because more of
such cases than of the old-age assis-
tance cases had to be referred to fleld
offices to learn the amount of the in-
ocrease in benefit. Some assistance
agencies obtained information on the
amount of the increase in the insur-
ance benefits from the assistance re-
cipients affected; this procedure also
required time. Payment adjustments
for all programs were postponed in
some States so that assistance agen-
cles might give their first attention to
initiating the changes in the public
assistance programs under the 1950
amendments. Because the public as-

gistance amendments affected larger

proportions of the recipients, the
financial advantage to the States was
greater and offered an inducement to
make these changes first.

In a few States the September 1950
assistance payments to old-age and
survivors insurance beneflciaries were
adjusted for the increases in their
insurance benefits. By the end of
October, roughly three-fourths of all
aged and blind recipients in the coun-
try who received higher benefits and
about three-fifths of all ald to de-
pendent children families had had
their assistance payments adjusted
because of the increases. A few cases
were not reviewed until February or
later, but the numbers were so small
that the States discontinued report-
ing them as of February.

The reports through that month
gave the first comprehensive informa-
tion since June 1948 on the number
of old-age assistance and aid to de-
pendent children cases that also re-
ceived old-age and survivors insur-
ance henefits, and the first informa-
tion on the number of persons receiv-
ing aid to the blind to supplement
old-age and survivors insurance bene-
fits. Some additional insurance bene-
ficiaries doubtless received general as-
sistance, but no reports have been
obtained on these recipients.

More than 279,000 aged recipients,
more than 1,300 blind recipients, and
somewhat fewer than 33,000 families

with dependent children had been re- .

celving assistance in addition to in-
surance benefits at the time of the
increase in the benefits. They repre-
sented about 10 percent of all re-
cipients of old-age assistance, about
B percent of all families getting aid

4

to dependent children, and about 1
percent of the recipients of aid to the
blind in States that reported.’

State Variations in Rate of
Change

Aged recipients of assistance who
also received insurance benefits made
up varying proportions of the State
old-age assistance caseloads. In Sep-
temher 1950, they represented less
than 5 percent in a number of rural
States with relatively few insurance
beneficiaries and generally lower as-

sistance standards, and about 20 per-

cent in three highly industrialized
New England States (table 1).
Only . six States reported that as
many as 10 percent of their September
caseload for aid to dependent chil-
dren were receiving old-age and sur-
vivors insurance benefits. The un-
usually high rates in these six States
reflect both higher-than-average
proportions of cases with fathers dead
and higher proportions of insured
workers in these States. Families with
fathers living but absent from the
home—which make up a substantial
proportion of the current caseload

-for aid to dependent children-—rarely

receive old-age and survivors insur-
ance; familles with incapacitated
fathers in the home also do not qual-
ify for benefits unless the fathers are
retired insured workers aged 65 or
over.

Cases Closed

The increases in individual monthly
beneflts provided by the amendments
to beneficiaries already getting bene-
fits ranged, with a few exceptions,
from $5 to almost $29, depending on
the type and amount of the benefit.
The average increase received by re-
cipients of old-age assistance was a
little less than $16. For families re-
ceiving aid to dependent children, the
average increase amounted to about
$30. For some recipients—though re-
latively few—the increases brought
their total income exclusive of assis-
tance up to the amount of their need

! Missourl and Nevada did not report on
blind pension programs operated without
Federal participation; Pennsylvania re-
ported on part of its blind pension load—
the cases In which the increases in in-
surance benefits changed the amount of
the-blind pension.

Table 1.—Old-age assistance recipi-
ents and aid to dependent children
fqmtlte; receiving old-age and sur-
vivors insurance benefits, by State,
September 1950

QAA recipients | ADC families
receiving receiving
benefits benefits

State Per- Per-

cent cent
Num- of Num- of .

ber OAA ber | ADC

case- case-

load load
9.9 | 32,618 5.0
3.7 533 2.9
11.3 24 3.9
10.8 198 4.7
3.7 302 2.2
California_. 17.7 1 2,836 5.2
Colorado. .. 10.4 24 4.2
Connecticut: 25.6 774 14.3
Delaware..___._ 11.6 217 7.8
Dist. of Col 13.1 08 4.5
Florida.._.__... 11.0 | 1,144 4.1
QGeorgia........_ 5.5 721 4.4
Hawali___._____ 25 10.0 61 1.8
Idaho....._._... 0 9.3 120 4.8
Ilinois 10.5 | 1,84 7.7
Indiana. 120 9.8 962 8.3
Iowa. , 309 8.7 468 9.0
A 7.4 208 4.0
Kentucky..____ 2,747 4.0} 1,025 4.3
Louisiana__._... 10, 730 8.8 908 3.0
Maine._________ 15.4 486 1.7
Maryland 9.7 207 4.6
Massachusetts 21.0 1,525 11.2
Michigan 15.0 | 2,401 9.1
Minnesots. 7.5 617 7.8
Mississf] 1.2 165 1.3
Missour 10.1 970 3.7
Montana__ 7.8 76 3.2
Nebraska. 7.4 187 5.1
Nevada 178 7 ORU I——
New Hampshire. 1,135 15.2 161 9.1
New Jersey_.... 3,534 14.4 766 13.8
New Mexico..._ 341 3.3 121 2.3
New York...___ 15, 413 12.8 | 2,332 4.1
North Carolina. 2, 706 4.3 665 4.2
North Dakota. 286 3.2 50 2.7
Ohio__.__.__.___ 13, 476 10.7 1, 560 10.5
Oklahoma__.____ , 735 4.7 308 1.8
Oregon. ... 3,074 18.5 305 8.0
Pennsylvania___| 10,980 12.1 1 2,076 4.2
Rhode Island...| 32083 19.9 174 4.6
South Carolina_| 1,209 3.1 169 2.4
South Dakota.. 426 3.5 70 2.9
'ennessee. --| 2,086 3.1 793 3.1
Texas.._. 13, 450 5.9 891 4.6
Utah_.. 798 7.9 152 4.5
Vermont......_ 880 12.6 97 9.3
Virginia_.______ 851 4.2 363 4.4
Washington____| 11,987 16.2 544 4.6
Waest Virginia.._ 749 2.8 431 2.3
Wisconsin.______ 6, 205 11.8 921 10.1
Wyoming...._._ 9.8 30 5.2

as measured by assistance standards.
Such cases were closed. In any States
that set minimum amounts for assis-
tance payments, moreover, if the def-
icit between a recipient’s require-
ments and his income was reduced
below the amount of the minimum
payment, the case was closed even
though 'some need remained unmet.
Minimum payments are usually set
at $5 or less but are somewhat high-
er in a few States. Assistance was

) Social Security



discontinued for 12 percent of the in-
surance beneficiaries on the old-age
assistance rolls and for 18 percent of
the beneficiary families on the aid
to dependent children rolis.

The proportion of cases closed in
the States with low per capita income
was usually much higher than the
proportions for all States, though the
number of closings in these States
was comparatively small since they
are chiefly rural States with relative-
ly few insurance beneficiaries. As a
result of the closings the total case~
load for old-age assistance was re-
duced by a little more than 1 percent
(more than 33,000 cases) and the aid
to. dependent children caseload by
slightly less than 1 percent (about
5,800 cases). The reduction in aid to
the blind through closings was not
significant; because the figures are

small, the program is omitted in this

discussion.

Payments Suspended

For some of the cases reported by
several States as closed, the discontin-
uance of assistance was only tempo-
rary and would be classified by other

States as a suspension.t A few States
suspended payments immediately af-
ter the increase in insurance benefits,
until the assistance agency could
learn the amount of the increase. In
other States some payments were
suspended when the cases were re-
viewed because the recipients had al-
ready received benefit increases for
several months and the accumulated
increases added to previous income
was enough to meet the recipients’
need for one or more months. Two
percent of the old-age assistance
cases with increased benefits and 3
percent of the aid to dependent chil-
dren cases were reported as having
been suspended.

Reduced Payments

The bulk of all cases with increased
beneflts continued to need assistance,
but their payments were usually re-
duced. Payments were reduced but
not stopped for nearly 8 out of 10 of

1 The States that reported such cases
as closed had no policy providing for
temporary suspensions and no procedures
to identify temporary closings for report-
ing purposes.

all old-age assistance cases that re-
celved benefit Increases and for near-
1y 7 of every 10 such. cases in ald to
dependent children. Some of these
cases had previously had unmet need
that absorbed some of the increase
in benefits. Some assistance agencles
recognized new items of individual
need or raised the amount allowed in
their standards for food or other ne-
cessities, thus increasing for all re-
cipients the amount of need estab-
lished. =

The changes in standards were
made possible by the savings from
both the liberalizations in old-age and
survivors insurance and the greater
Pederal grants allowed for public as-
sistance in the 1950 amendments. A
number of agencies, because of fund -
shortages, had made payments based
on less than 100 percent of established
need; instead of increasing allow-
ances, these agencies eliminated the
cuts or reduced their amount. These
policy changes, tending to rafse pay-
ments, offset part of the decreases re-
sulting from the increase in old-age
and survivors insurance benefits.

Where payments continued to be

Chart 1.—Old-age and survivors insurance benefits and public assistance payments to persons receiving both types of
payment, before and after increase in insurance benefits .

$18.55
BEFORE CHANGE
TOTAL $4501

- $34.58
AFTER CHANGE

TOTAL $4560

$i515 - $14.49

TOTAL $2964
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$28.82
* AFTER CHANGE
TOTAL $35.00
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$26.46

$6.18
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PENNSYLVANIA

$3979

TOTAL $10046

TOTAL $102.22

RENTUCKY

$32.95

$31.67

OAS |

TOTAL $6584

TOTAL $7854

1 Adapted from chart in the Statistical Journal of the Kentucky Department of Economic Security, November 1950.



based on a percehtage of the budget
deficit (requirements minus income)
the reduction in assistance represent-
ed only this percentage of the in-
crease in old-age and survivors in-
surance benefit, even though the en-
tire increase was.considered. Thus if
a recipient’s expenses were $50 and
his only income the minimum old-
age and survivors insurance benefit of
$10, his former assistance payment
should have been $40. If the State was
paying only 50 percent of the budget
defleit, his payment was actually only
$20. Under the amendments his bene-
fit was raised to $25, leaving a budget
deficit of $25, half of which ($12.50)
is paid by the assistance agency.
Therefore, although the increase in
the insurance benefit was $15, the de-
crease In assistance was only $7.50.
This ancmaly explains the above-
average disparity between the
amounts of the benefit increases and
the reductions in assistance payments
in some of the States with low fiscal
capacity.

More numerous and more drastic
percentage reductions in payments
for aid to dependent children than in
old-age assistance were among the
reasons for the greater disparity in
aid to dependent children than in
old-age assistance between the total
inecrease in insurance benefits and the
total decrease in assistance for all
States.

No Change in Payments

No decrease in assistance payments
- followed the increase in old-age and
survivors insurance benefits in some
cases because the recipients’ unmet

need had been as large as the increase
in benefit. These were usually cases
in which State maximums had pre-
vented larger payments. Although
the proportion of recipients whose as-
sistance payments were not reduced
was small for all States combined—=6
percent for old-age assistance and
about 11 percent for aid to dependent
children—these percentages
much higher in States that had been
making high proportions of all pay-
ments at the State maximums. Such
States included a few wealthy States

with unusually high standards and

maximums as well as some where
both are low. High proportions of
payments that were not reduced was
another reason for the greater dis-
parity in some States than in others
between the increase in insurance and
tiie decrease in assistance.

Total Savings in Assistance

The total reduction in assistance
payments because of the increase in
old-age and survivors insurance bene-
fits was approximately $4 million a
month for old-age assistance and was
about $800,000 for aid to dependent
children. These totals represent 92
percent of the amount of the benefit
increases for aged recipients and 83
percent for aid to dependent children
families.

Gain to Recipients

The advantage to the beneficiary-

recipients that resulted from the in-
crease in their old-age and survivors
insurance benefits in the month that
the assistance agency took initial ac-
tion is shown by the difference be-

were -

tween the increase in monthly bene-
fits and the decrease in assistance
prayments.

In Pennsylvania, for example, the
sum of the old-age and survivors in-
surance benefit plus the old-age assis-
tance payment was $45.60 after the
change ($34.58 from insurance; $11.02
from assistance) as compared with
$45.01 ($18.55 plus $26.48) before the
change (chart 1). In Kentucky, a
State that based payments on only
69 percent of the budget deficit, the
average for insurance plus assistance
increased from $29.64 ($15.15 plus
$14.49) to $35.00 ($28.82 plus $6.18).
For families on the aid to dependent
children rolls the combined average
in Pennsylvania increased from
$100.46 to $102.22 and in Kentucky,
where payments were 48 percent of
the budget deficit, from $65.84 to
$78.54.5

The Pennsylvania assistance agen-
¢y in October 1950 increased the
amounts it allowed for food and shel-
ter, and the -Kentucky agency in
February 1951 increased its maximum
payments.

To the extent that these changes,
and similar changes in some other
States, were made possible by the sav-
ings in assistance funds resulting from
the increase in insurance benefits, all
recipients have profited from the in-
creases in old-age and survivors in-
surance benefits.

3 Data for Pennsylvania from the Pub-
lic Assistdnce Review (Pennsylvania De-
partment of Public Assistance), Decem-
ber 1950; data for Kentucky from the
Statistical Journal (Kentucky Department
of Economic Security), November 1950.

Notes and Brief Reports

-Employers, Workers, and
Wages, First Quarter, 1951

The 1950 amendments to the Social
Security Act extended coverage, effec-
tive January 1, 1951, to certain groups
formerly without the protection of
old-age and survivors insurance. This
extension is reflected in the estimates
of the number of employers and work-
ers and the amount of wages in the
first quarter of 1951, shown in the
agccompanying table. The impact of

defense preparations also contributed
significantly to the sharp increases
noted in this quarter.

The number of workers in covered
employment during January-March
1951, not including the newly covered
self-employed, is estimated at 47 mil-

lion, and their taxable wages are es-

timated at $31 billion. These totals
are 24 percent and 31 percent higher,
respectively, than in the correspond-
ing quarter of 1950. Of the 9-million
increase in the number- of workers

during the quarter, probably about
half can be attributed to the expan-
sion in economic activity and the
other half to extension of coverage.
It is estimated that an additional 4.5
million urban self-employed, from
whom no refurns have as yet been
received under the provisions of the
new law, had taxable earnings under
the program during the quarter.
Average taxable wages, estimated
at $660 in January-March 1951, were
6.3 percent higher than in January-
March 1950. This increase is smaller
than it would have been if coverage
had not been extended because the
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