
formulas shows that the beneiit paid 
under the latter for a worker who 
does not have an eligible wife and who 
retires in 1980 is considerably less 
than that under the 1935 act-the 
result of the different philosophy 
underlying the two acts. In fact, 
based on the wage history assumed, 
for each of the three scales used the 
beneflt under the 1939 formula for a 
worker with an eligible wife is vir- 
tually the same as for a single indi- 
vidual under the 1935 act. Under the 
benefit formulas developed after 1939, 
the amounts are considerably in- 
creased, but not until the 1954 for- 
mula does the benefit based on the 
assumed wage history exceed the cor- 
responding llgure for the 1935 for- 
mula for all three wage scales for a 
worker without an eligible wife. On 
the other hand, the benefit amount 
for a worker and eligible wife is in all 
instances greater under the several 
amended formulas than the benefit 
under the 1935 law. 

Even under the 1954 formula, the 
beneflt for a retired worker without 
an eligible wife is significantly lower 
as a percentage of the wage at retire- 

ment than the amount the individual 
would have anticipated on the basis 
of the 1935 formula and his wage at 
that time; the reverse is the case, to 
a slight extent, for a worker and eli- 
gible wife. On the basis of wage scale 
A, for example, the individual would 
have expected a retirement benefit 
arising from the 1935 formula and his 
wage at that time equal to 60 percent 
of that wage, but under the 1954 for- 
mula the benefit is only 41 Percent 
(although it is 62 percent if he has an 
eligible wife). 

Summary 
Five different benefit formulas have 

been prescribed for the old-age and 
survivors insurance system, although 
the first one was never operative. The 
first change in the benefit formula, 
made in 1939, reflected a change in 
benefit philosophy. Benefits payable 
in the early years of the program’s 
operation were made relatively 
larger ; presumptive family needs 
were recognized by provision of sup- 
plementary benefits for dependents; 
and, offsetting these two changes, 
benefits for long-term contributors 

and for those without dependents 
were reduced. Although the second 
change (in 1950) carried further the 
philosophy underlying the payment 
of larger benefits currently by making 
no distinction in benefit amount based 
on years of coverage (for those con- 
tinuously in covered employment), it 
consisted primarily of adjustments to 
changes in wage levels and the cost 
of living. The third change (in 1952) 
was also primarily a reflection of 
wage-level and cost-of-living changes. 
The fourth change, that in the 1954 
amendments, reflected both an ad- 
justment to higher wage levels and 
an increase of about 10 percent in the 
relative adequacy of the benefits. 

For workers retiring currently, the 
benefits paid are larger than the orig- 
inal program would have provided, 
both in terms of dollars and also in 
relation to wage at time of retirement. 
The relative adequacy of the benefits 
was increased significantly by the 
1954 amendments-a fact that is, of 
course, reflected by the increased fi- 
nancial support of the program 
provided by the higher ultimate con- 
tribution rates scheduled in that law. 

Notes and Brief Reports 
Assistance Expenditures 
per Inhabitant, 1953-54 

The amount expended per inhabi- 
tant for public assistance payments 
is determined by the prompo,rtion of 
the population that has received as- 
sistance during the year and the av- 
erage amount of assistance granted 
per recipient. Wide variations exist 
among the States with respect to both 
factors. Some States aid a relatively 
small proportion of the population 
and make relatively high payments 
per recipient; others have a relatively 
high proportion of the population re- 
ceiving aid, but the average payments 
are low. Still others provide assist- 
ance to a relatively large segment of 
the population and also make rela- 
tively high payments per recipient. 
When costs are expressed as an 
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amount per inhabitant, the overall 
factor of differences among States in 
total population is removed and only 
the two remaining variables-the 
proportion of the population aided 
and the average payment per recipi- 
ent-are reflected. The per capita 
costs, when used in trend analysis, 
also give perspective on the relative 
growth in population and assistance 
costs. 

During the Ascal year 1953-54, 
payments from Federal, State, and 
local funds for all five public assist- 
ance programs combined amounted, 
for the co;untry as a whole, to $2.6 
billion or $15.89 per inhabitant, about 
the same as the per capita expendi- 
ture in the preceding fiscal year. The 
population of the United States in- 
creased 1.60 percent from July 1952 to 
July 1953, and the total amount spent 

for assistance went up 1.57 percent. 
A smaller proportion of the popula- 
tion was aided under the programs in 
1954 than in 1953, but average pay- 
ments to recipients for the Nation 
as a whole Increased. The cost of 
living, as measured by the consumer 
price index of the Bureau of Labor 
Statistics, remained practically un- 
changed from June 1953 to June 1954. 
Some States, however, raised assist- 
ance standards to reflect price 
changes that had occurred in the 
preceding year or earlier. 

Changes From 1953 
The percentage changes in 1954 

were small for all programs except 
aid to the permanently and totally 
disabled. Expenditures per inhabi- 
tant for this program rose 18 percent 
(12 cents). Changes from the pre- 
ceding fiscal year for all programs 
combined and for the individual pro- 
grams are shown in the tabulation 
that follows. 
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‘fable l.-Amount expended per inhabitant1 for assistimce&aytients, including 
vendor payments for medical care, by State and by program, fiscal years 
1952-53 and 1953-54 
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Expenditures per 
inhabitant 

Old-age 
assistance 

Amount 
including 

vendor ~a’- 
Aid to the 

permanently 
and totally 

disabled 

Aid to de- 
pendent 
children 

Aid to the 
blind Total 
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Calif..... ..___.. 28.54 
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Do1 _____..._____ 6.32 
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Per inhabitant expenditures in the 
year ended June 1954 went down 
slightly for both old-age assistance 
and aid to dependent children, the 
two largest assistance programs, be- 
cause the decreases in the number of 
recipients a little more than offset a 
slight rise in aversge payments. The 
drop of 10 cents per inhabitant in 
old-age assistance costs therefore 
reflects a decline in the caseload for 
the year 1953-54 that was due pri- 
marily to the growth in the program 
of old-age and survivors insurance, 
accelerated by the 1952 amendments 
to the Social Security Act. In a few 
States, also, the recipient loads were 
smaller because the States applied 
stricter po,licies than formerly on 
relatives’ responsibility for support of 
the aged. The average monthly num- 
ber of recipients of aid to dependent 
children likewise was smaller than in 
the preceding year despite a steady 
rise in the caseload during the last 
7 months of the fiscal year. The drop 
in the per inhabitant cost of this 
program was 6 cents. 

The combined decrease of 16 cents 
for these two programs was not fully 
offset by increases in per capita ex- 
penditures for aid to the permanently 
and totally disabled (12 cents) and 
for general assistance (2 cents). The 
program for aid to the permanently 
and totally disabled, which was initi- 
ated with Federal participation in 
October 1950, continued to expand as 
three more States’ began operation 
under approved plans and the number 
of recipients in other States continued 
to grow. The average monthly num- 
ber of recipients was 19 percent 

j 1 Connecticut, Minnesota, and Tennes- 
see. 

1 Rnscd on population data from the Bnrcnu of arqrored to rceeire Federal participation a~ follows: 
the Census; excludes Armed Forces OPFI’S”RS. 

* Excludes Nebraska; data for 1952-53 not avail- 
Connecticut and Minnesota, Janusry 1954; Ten- 
ncssee, hugnst 1953; and Pl’evada. May 1953. 

able. 5 Represents data for January-June 1954 only. 
J No program approved by the Social Src@ty fl Program administered under State law without 

Administration. 
4 Program not in operation for full year. States 

Fedora1 participation. 

higher in 1954 than in the preceding 
fiscal year. The rise in general as- 
sistance, on the other hand, resulted 
primarily from an increase of $3.28 
per case in average payments for the 
year. 

Underlying these national shifts 
was a considerable variation among 
the individual States. During the 

fiscal year ended in June 1954, assist- 
ance expenditures per capita for all 
programs combined dropped in 19 
States and rose in 34 States; the 
change was less than 50 cents, how- 
ever, in almost half the States. Shifts 
of more than $1.50, on the other hand, 
occurred in seven States; in Missis- 
sippi and Tennessee, per capita costs 

Social Security 
. 
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Table 2.-Distribution of States by amount of expenditures per inhabitant for 
vendor payments for medical care and by program, j?scal year 1953-54 

8 / 1 1 / 
Aid to the 

Aid to perma- 
Expenditures per inhabitant for vendor ($i;p depend- Aid to General 

payments for medical care 
‘;;f’, 

ent chil- the nent1y sssist- 
programs ante and to- 

dren blind ta;fds Fmce 

Total number of States _______._________ 53 

No vendor payments.. ___________ -._- ______ 
Vendor payments . ..______________..________ :: 

Lrss than $0.50 .._.____________________L___ 14 
0.5~0.99..._..~~.~~~~~~~~~~~~~~..~~~~~~.~~ 
1.00-1.49.-.---.-.------------------------- Ii 
1.50-1.99...--.--.------------------------- 
2.00 or mope......----.-------------------- i 

53 53 

29 
24 
24 

0 

increased, and in Arkansas, Hawaii, 
Louisiana, Nevada, and Oklahoma 
costs declined. 

Total expenditures went up $1.93 
in Tennessee and $2.14 in Mississippi, 
largely as a result of actions taken 
to liberalize eligibility provisions or 
increase assistance payments in the 
latter part of the fiscal year 1952-53. 
In determining the amount of assist- 
ance in aid to dependent children, 
Tennessee added the needs of an 
adult relative up to’ a maximum of $24. 
A large part ($1.50) of the increase in 
expenditures per capita in Mississippi 
occurred in old-age assistance, pri- 
marily because the percent of budget 
deficit met by the assistance grant 
was raised from 65 percent to ‘75 per- 
cent. 

In the States where costs Went 
down by more than $1.50, decreases 
were due to initiation of limitations 
on eligibility and/or to reductions in 
the amount of assistance provided to 
recipients. Oklahoma found it neces- 
sary, because of limited funds, to dis- 
continue meeting 100 percent of need 
for all programs in 1953-54; total ex- 
penditures per capita fell $4.87. In 
1952-53, expenditures had been 
higher because a surplus in the as- 
sistance fund was distributed to re- 
cipients during that year. Assistance 
expenditures during the year 1953-54, 
therefore, were down from those of 
the preceding year because only the 
year’s proceeds of the regularly ear- 
marked sales tax were available to 
finance the programs. 

Tightened eligibility requirements 
for aid to dependent children brought 
drops in per ca.pita expenditures of 
$1.64 in Arkansas and 97 Cents in 
Louisiana for that program and ac- 
counted for the largest part of the 
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decreases of $1.86 and $2.01 in the 
total cost in these two States for all 
programs combined. Hawaii’s per 
capita expenditure for general assist- 
ance dropped $1.18 when, effective in 
August 1953, assistance to employ- 

ables was discontinued and a 30-per- 
cent cut was made in assistance pay- 
ments to those who remained on the 
rolls. In Nevada,, where total expend- 
itures per capita dropped $1.53, a 
la-percent increase in population and 
a l-percent drop in old-age assistance 
payments resulted in a decline of 
$1.38 in per capita expenditures for 
that program. 

A distribution of the States by 
amount of change from 1952-53 to 
1953-54 in per inhabitant expendi- 
tures for all programs combined is 
shown below: 

Change in expenditures per 
inhabitant 

Total number of States.-. 

Less than $0X.. ._ _._. _. .__ 
0.504.99- .._......_.__.__...._ 
1.00-1.49 . ..__... . . ..____.... 
1.50 ormo~e...~.....~.~~..... 

- 

-. 

- 

Number of States 
with specified- 

Incrense Decrease 
___- 

34 19 

16 9 
11 

5 : 
2 5 

State Variations, 1954 
The States varied considerably in 

amounts spent per inhabitant during 
the year 1953-54 for each program 
and for all programs combined (table 
1). Expenditures for the five public 
assistance programs in Colorado, for 
example, totaled $44.68 per capita, 
more than ten times Virginia’s $4.36. 
A third of the States spent from $10 
to $15 per inhabitant for public assist- 
ance in 1953-54 and about another 
third spent from $15 to $20. At the 

extremes were 10 States* with Per 

capita costs of less than $10 and 
eight States ’ where assistance ex- 
penditures averaged more than $20 
per inhabitant. 

Differences among the States in the 
amount spent per inhabitant are in- 
fluenced by their relative wealth, as it 
affects the proportion of population 
who are needy and the amount of 
funds available to meet need, and by 
State laws and policies governing 
eligibility for assistance and the 
amount of assistance that can be 
granted. State laws and policies may 
in turn be influenced by the fiscal po- 
sition of the State. For old-age 
assistance, the largest program in 
terms of expenditures in most States, 
costs are also affected by differences 
in the proportion of population re- 
ceiving old-age and survivors insur- 
ance benefits and the average amount 
of benefits paid. 

Of the eight States that spent more 
than $20 per capita for all programs 
combined, all but one (Massachu- 
setts) lie west of the Mississippi River. 
In general, these States have compar- 
atively liberal eligibility requirements 
and assistance standards, particularly 
in old-age assistance, and, with the 
exception of Montana, they had in 
1953-54 the largest per capita expend- 
itures for old-age assistance in the 
Nation (chart 1). All eight States 
have recipient rates and assistance 
standards for old-age assistance that 
are greater than or near the national 
average. All but Louisiana and 
Oklahoma have per capita incomes 
above the median for the Nation. In 
five of the eight States the propor- 
tion of the aged population receiving 
old-age and survivors insurance bene- 
fits is less than the median. 

Per capita income is higher than 
average also for six * of the PO States 
with the lowest total expenditures per 
capita. These six States differ con- 
siderably in other respects, however, 
from the group of States with rela- 

2 Delaware, the District of Columbia, 
Indiana, Maryland, New Jersey, North 
Carolina, Pennsylvania, Puerto Rico, the 
Virgin Islands, and Virginia. 

3 California, Colorado, Louisiana, Mas- 
sachusetts, Missouri, Montana, Oklahoma, 
and Washington. 

‘Delaware, the District of Columbia. 
Indiana, Maryland, New Jersey, and 
Pennsylvania. 



Chart l.-Amount expended per inhabitant 1 for assistance payments, including vendor payments for medical cure, 
fiscal year 1953-54 

OLD-AGE ASSISTANCE AID TO DEPENDENT CHILDREN GENERAL ASSISTANCE 

tively high expenditures per capita. 
All six, for example, have relatively 
low old-age assistance recipient rates, 
low per capita expenditures for that 
program, and, with the exception of 
New Jersey, grants to recipients that 
are less than or near the average. Be- 
cause old-age and survivors insurance 
beneficiary rates are higher than the 
national average in each of these 
States, the need for old-age assistance 
is considerably reduced. Although 
average payments per recipient of aid 
to dependent children in four ’ of the 
six States are higher than that for the 
Nation, only the District of Columbia 
had a recipient rate above the national 
average. 

In contrast to the six States men- 

tioned above, the other four States 
with low per inhabdtant expenditures 
have characteristics that indicate a 
high incidence of need for public 
assistance. They are all low in rela- 
tion to other St&es in per capita in- 
come, old-age and survivors insurance 
beneficiary rates, and average pay- 
ments for old-age assistance and aid 
to dependent children. Except for 
Virginia, they have above-average re- 
cipient rates for old-age assistance 
and aid to dependent children. 

Considerable vaxiation among the 
individual States also occurred in the 
Per capita expenditures for each of 
the assistance programs. Per capita 
expenditures for old-age assistance 
were less than the national average 
of $9.86 in two-thirds of the States. 
The range was from $1.65 in Virginia 
to $35.36 in Colorado; seven States 

spent less than $3.00, and a like num- 
ber spent more than $15.00. 

For aid to dependent children, the 
average expenditure per inhabitant 
was $3.48-only a little more than 
one-third of the old-age assistance 
costs. Three out of 5 States spent 
less than the national average. Ex- 
penditures for this program were 
more than $5.00 ,per capita in eight 
States, including West Virginia, where 
they reached $8.03. Nevada, which 
has been operating its program with- 
out Federal participation, was at the 
other end of the scale with an ex- 
penditure of 5 cents, and w&s one of 
10 States with expenditures of less 
than $2. 

Expenditures for aid to the blind 
and aid to the permanently and 
totally disabled were relatively small, 
averaging only 41 cents and 78 cents, 

Social Security 

SIXstrict of Columbia, Indiana, New 
Jersey, and Pennsylvania. 
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respectively, for the country as a 
whole. All States spent less than 
$1.50 per capita for aid to the blind 
and less than $3 for aid to the per- 
manently and totally disabled. 

General assistance costs, which 
averaged $1.36 per inhabitant for the 
Nation, were less than thoee for old- 
age assistance in all States and less 
than those for aid to dependent chil- 
dren in all but three States. Relative 
variatioVns among the States in per 
capita expenditures were consider- 
ably greater in general assistance, 
however, than in any of the other 
four programs. Thus’, the cost of 
general assistance in Rhode Island 
was 380 times that in Alabama (1 
cent). Almcst half the States spent 
less than $1 per capita for general 
assistance, and only six States spent 
more than $3. There are two main 
reasons for these large v&&Cons: 
There is no Federal financial partici- 
pation in the program, and in many 
States the program is a local respon- 
sibility without State financial or ad- 
ministrative responsibility. The dis- 
tribution of States by amount of 
assistance expenditures per inhabi- 
tant for each of the assistance pro- 
grams for the fiscal year 1953-54 is 
shown below. 

Total number of 

Less than $0.50.-.--- - 
0.50499.. _____.. ____ 
LOO-l.49 ..~.~~~--~~~~ 
1.50-1.99 .._____--_ -__ 
2.0~2.99 .._.__---.___ 
3.00-3.99 . . . ..---.-___ 
4.00-4.99 ._-.------.__ 
5.0&7.49m .-.------_._ 
7.x-9.99 . ..________._ 
10.00-14.99 ._____-____ 
15.09-19.99 . . . ..-.____ 
20.00 or more .__-____ 

VendoarePa yments for Medical 

Medical needs of recipients of pub- 
lic assistance may be met from public 
assistance funds either by including 
an amount for this purpose in the 
money payment to the recipient or by 
direct payment to the vendor of the 
medical service. Some agencies use 
both methods of payment. Federal 
participation in expenditures for 
medical care is limited to amounts 
within stated maximums on the total 
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amount of aid for each recipient! Be- 
fore October 1950, Federal matching 
was restricted to medical costs met 
through money payments to recipi- 
ents. Since that time, however, Fed- 
eral funds have been available for 
payments to vendors also. Amounts 
paid to vendors for medical care are 
readily identifiable and are reported 
periodically by State agencies. Data 
on the amounts included for medical 
care in the direct payments to recipi- 
ents have been obtained through spe- 
cial studies but are not reported 
periodically because of the obvious 
difficulty and expense of compiling 
such data on a continuing basis. 

For all programs combined, vendor 
Payments in the fiscal year ended 
June 1954 amounted to $175 million 
or $1.09 per inhabitant. The per 
capita expenditures for vendor pay- 
ments for medical care, by program, 
are as follows: 

Expenditure per 
inhabitant for 

Program vendor payments 

Old-age assistance __________ - _____ $0.54 
Aid to dependent children ________ .lO 
Aid to the blind----------------- .02 
Aid to the permanently and totally 

disabled----_---_-_-____-_----- .09 
General assistance _______ - ____ -__ .34 

Almost three-fourths of this 
amount came from funds for the four 
special types of public assistance; 
vendor payments, however, comprised 
only a small proportion-5 percent- 
of the total spent under these four 
programs. Expenditures for vendor 
payments from general assistance 
funds, on the other hand, represented 
about a fourth of the total spent 
under this program. In 13 States r 
Payments to vendors of medical care 
accounted for more than half the 
total general assistance expenditures. 
Not all States are able to report the 
amount expended from general as- 
sistance funds for vendor medical 
Payments for recipients of the special 

6 The current maximums are $55 in 
old-age assistance, aid to the blind, and 
aid to the permanently and totally dis- 
abled; in aid to dependent children the 
maximums are $30 for a needy adult care- 
taker, $30 for the flrst child, and (21 for 
each additional child in a family alded. 

’ Alaska, Arkansas, Colorado, Idaho, 
Iowa, Montana, Nebraska, Nevada, New 
Mexico, North Carolina, South Dakota, 
West Virginia, and Wyoming. 

types of public assistance, but at 
least a tenth of all general assistance 
expenditures went for this purpose. 

Table 2 shows a distribution of the 
States by size of per capita expendi- 
tures for vendor payments under 
each of the assistance programs. Per 
inhabitant expenditures to vendors 
of medical care were small except 
for old-age assistance and general as- 
sistance, where expenditures in a 
few States amounted to $2 or more. 

Fifteenth Trustees Report 
on OASI Trust Fund 

The Board of Trustees of the old- 
age and survivors insurance trust fund 
recently submitted to Congress its 
fifteenth annual report on the opera- 
tions of the trust fund for the fiscal 
year 1953-54 and, as required by 
statute, its estimate of projected fund 
operations during the next 5 years, as 
well as an analysis of the actuarial 
status of the fund. The Board of 
Trustees is composed of the Secretary 
of Labor, the Secretary of the Treas- 
ury, and the Secretary of Health, 
Education, and Welfare. The Secre- 
tary of the Treasury is the Managing 
Trustee of the Fund, and the Commis- 
sioner of Social Security is the Sec- 
retary of the Board. Excerpts from 
their report follow. 

Summary and Conclusion 
During the past 5 fiscal years, the 

contribution income of the trust fund 
has increased substantially for a 
number of reasons. In addition to 
a rise in earnings levels and the nor- 
mal uptrend in the labor force, con- 
tribution rates increased in 1950 and 
1954; moreover, coverage was ex- 
tended to additional employments and 
the maximum limit on taxable earn- 
ings was raised in 1951. A further ex- 
tension of coverage and another in- 
crease in the taxable earnings limit, 
both effective on January 1, 1955, will 
materially raise trust fund receipts in 
the immediate future. With the 
growth of the trust fund, interest re- 
ceived on investments has also in- 
creased. 

Trust fund disbursements have 
risen even more sharply than contri- 
bution income. Basic factors in this 
increase are the long-term growth in 
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