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The Comparability of Public Assistance Pay-

ments and Social Insurance Benefits
By Jacob Fisher*

THE FACT THAT the average old-age
assistance payment has been higher
than the average primary insurance
benefit for the past 2 years is occa-
sionally offered as a commentary on
the relative ‘“adequacy” of the two
programs. State averages in the two
programs, similarly, are sometimes set
down together to point up the small-
ness of the assistance average in some
States or of the insurance benefit in
others. Implicit in such compari-
sons is the assumption that the two
averages are comparable, either in the
purpose of the payment or its signifi-
cance to the payee. To what extent
is this assumption tenable?

The present article examines data
recently made available on the per-
sonal characteristics and income of
insurance beneflciaries and assistance
recipients in Philadelphia and St.
Louis, with a view to appraising the
significance of the benefit or the as-
sistance payment to them. The in-
formation on insurance beneficiaries
is derived from the study conducted
by the Bureau of Old-Age and Sur-
vivors Insurance in seven cities in
1941 and 1942, that on recipients of
old-age assistance and aid to depend-
ent children, from special tabulations
prepared on request by the Pennsyl-
vania Department of Public Assist-
ance and the Missouri State Social
Security Commission.? For Philadel-
phia the public assistance data relate
to December 1941, the insurance data,
to a 12-month period ending between

*Burcau of Research and Statistics, Di-
vision of Coordinatlon Studies.

1For a dlscussion of the findings from
the surveys, see the Bulletin, July 1943,
pp. 3-20, and September 1943, pp. 3-17.

2The data are derived from samples—
for old-age and survivors insurance, 32-34
percent of the primary awards and 41 per-
cent of the widow-child entltled awards
made in the first half of 1940 in Phila-
delphia, and 48 and 62 percent, respec-
tively, of the awards in the calendar year
1940 in St. Louls; for publlc assistance,
b percent of the households getting public
assistance in Philadelphia in December
1941, and 7 and 12 percent, respectlvely,
of old-age assistance and aid to depend-
ent children cases in St. Louls in October
1942, So far as can be judged from an
examination of the schedules and Instruc-
tions, the terms “family,” “children,” and
“income’” (except as qualified) have ap-
proximately the same meaning in all 4
sets of data. .

May 1941 and July 1941, In St. Louls
the assistance data are for October
1942, the insurance data, for 12
months ending in either October or
November 1941, The extent to which
these variations in time may have in-
fluenced the findings on income is dis-
cussed later,

Personal and Family
Characteristics

In both Philadelphia and St. Louis,
insurance beneflciaries and public as-
sistance recipients were strikingly un-
like in the relative number of men
and women receiving payments, in
race, and in family size.

Sex.—Since relatively few women
in their sixties are members of the
labor force, most of the workers who
qualified for old-age insurance benefit
were men. Men comprised 84 percent
of the primary beneficiaries in Phila-
delphia and 86 percent in St. Louis.
Among old-age assistance recipients,
on the other hand, the sex distribu-
tion tends to follow that of the aged
population in the city as a whole.
Only 45 percent of the Philadelphia
and 43 percent of the St. Louis recipi-
ents were men.,

The contrast is somewhat reduced,
of course, when account is taken of
the entitled wives of primary henefi-
ciaries. Including such wives, the
proportion of women among aged in-
surance beneficiaries rises from 16 to
33 percent in Philadelphia and from
14 to 33 percent in St. Louis.

Old-age | o1q
Sex Census t | assist- -0
anco insuranco
Philadelphia
Total. ... ... 100 100 100
Malo_ ... .. ....... 41 45 84
Female..._._..._____ 56 55 16
St. Louis

Total........... 100 100 100
Malo......,....... 44 43 86
Female......._.... 56 57 11

! Persons aged 65 and over, 1040,

Race.—Relative to thelr numbers in
the population, Negroes were over-
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. in qualifying for benefit.

represented on the assistance rolls and
underrepresented on tlie insurance
rolls. In both cities, about three times
as many Negroes were receiving old-
age assistance as might have been an-
ticipated from their proportion in the
population aged 65 and over; among
primary insurance beneficiaries, by
contrast, there were only half as
many. Somewhat similar contrasts
are presented by families receiving
ald to dependent children as com-
pared with families containing wid-
ows and children entitled to survivor
benefits.

Ald
c Old- | Oid- c wdg Siur-
“en- | age | ago en- [pend-| vivor
Raco sus ! | assis- | insur-| sus 2 1enl, Insur-
tance] ance chil- | anco

dren

Philadelphla
Total...| 100 100 100 100 100 100
Whito...... 03 70 00 71 31 02
Nonwhito. . 7 24 4 20 69 8
St. Louis

Total...| 100 100 100 100 100 100
White. ... 02 74 06 76 35 86
Nonwhito. . 8 26 4 24 05 14

t Persons aged 65 and over, 1940,
1 Families with femalo heads and 10r more children,
40.

The small proportion ¢f Negroes
among insurance beneficiaries reflect-
ed, of course, their special handicaps
Relatively
more Negro than white workers are
in domestic service and other non-
covered occupations. Negroes, in ad-
dition, tend to have somewhat longer
spells of unemployment and are less
likely, therefore, to acquire sufficient
quarters of coverage to qualify for
benefit.

Family Stze

In both Philadelphia and St. Louis,
families with primary beneficiaries
tended to be larger than families with
old-age assistance recipicnts. Sixty-
five percent of the old-age assistance
families in Philadelphia and 48 per-
cent in St. Louis were one-person
families, as compared with 19 and 17
percent, respectively, of the primary
beneficiary families. In both cities,
two-person families were relatively
more numerous among insurance ben-
eficiaries, and families of three or
more persons were encountered al-
most twice as frequently among in-
surance beneflelaries in St. Loulis
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Table 1.—Percentage distribution of fami-
lies including old-age assistance recipi-
ents or old-age insurance beneficiaries, by
size of family

Philadelphia |  St. Louis
Slze of family old- | ONl- | Oud- 01,(1'
age age age g0
assist- | Insur- | assist- | lnsur-
ance | ance | ance | dnce
“Total, number of
personsinsample. (18, 522 400 823 641
Total, percent.... 100 100 100 | 100
1 person. ... .- 65 10 48 17
2 persons. .. 22 32 28 41
3 or more pe . 13 49 24 42

and almost four times as frequently
among beneficiaries in Philadelphia
(table 1).

The greater frequency of one-per-
son families among recipients of old-
age assistance is related in part to
the selective character of the eligi-
bility conditions. Unattached indi-
viduals and persons from broken
families are much more likely to be
without resources, i.e., to be needy,

_than members of normal family units,
and relatively more of them may be
expected on the old-age assistance
rolls than in the general population.
Some agency policies have the effect of
encouraging separate living arrange-
ments for the aged. If, in determin-
ing need, requirements and resources
are measured on a family basis, an
aged applicant may find himself in-
eligible for aid when living in a family
group but eligible when living alone,

Another factor making for small
families among assistance recipients
is the association of age of family
head and size of family, noted in the
Board’s family-composition study.
That study found that the proportion
of family heads that were members of
one-person families increased iIn
Philadelphia from 39 percent in the
age group 65-69 to 63 percent in the
age group 80 and over; in St. Louis,
from 37 percent to 60 percent.’ At
the time of the old-age and survivors
insurance survey, a majority of the
primary beneficiaries in both cities
were aged 656 and 66. No data are at
hand on the average age of old-age
assistance recipients, but it could
not have been very much below the

3Table 10 in Vol. 8 (Philadelphia) and
in Vol. 8 (St. Louls), Statistics of Family
Composition in Sclected Areas of the
United States, 1934-36, Bureau Memoran-
dum No. 45, Bureau of Research and Sta-
tistics, 1942,

£y

estimated average of 75 years for the
country as a whole,

Fewer contrasts in size of family are
presented by families with child bene-
ficiaries or recipients. Two-person
families were relatively more numer-
ous among assistance families in Phil-
adelphia, but about equally repre-
sented in St. Louis, Families with flve
or more persons accounted for 29 per-
cent of the assistance families and
28 percent of the insurance families
in Philadelphia; in St. Louis the pro-
portions were 43 and 33 percent. The
number of persons in the median fam-
ily with survivor benefits was four in
both cities; it was three in the median
assistance family in Philadelphia and
four in the median assistance family
in St. Louis (table 2).

Program differences in eligibility

would lead one to expect that fam-

ilies receiving aid to dependent chil-
dren would be somewhat larger.
Children receiving survivor benefits
have lost their father. Children with
an incapacitated father in the home,
on the other hand, may. be eligible for
aid to dependent children in both
Pennsylvania and Missouri. In Penn-
sylvania incapacity is defined to cover
any condition, total or partial, ex-
pected to last 3 months or longer,
which renders the parent unemploy-
able during this period or employable
only in an occupation not at present
available, or, if he is employed or en-
gaged in an enterprise with earnings
insufficient to support his family,
which handicaps him in obtaining
more remunerative work or in supple-
menting his earnings by employment
in other flelds. Under this broad defi-
nition, a rather substantial propor-
tion of children who qualify for aid
have the father in the home. Mis-
souri does not specify a minimum du-
ration for incapacity, leaving this
question for determination by local
units. The father was present in 10
percent of the St. Louis sample fam-
ilies.

The presence of the father in some
assistance families may be somewhat
offset in the comparison by the greater
likelihood that the family with sur-
vivor benefits will have earners as
members. Employment of family
members may disqualify a family for
assistance but could have no effect
upon eligibility for survivor benefits
except for earnings of the beneficiar-
ies themselves.in covered employment.

. In St. Louis, 60 percent of the insur-

ance families included persons other

Table 2.—Percentage distribution of fami-
lies receiving aid to dependent children
and families of widow and entitled
children receiving survivor bencfit, by
size of family

Thiladelphia St. Louls
Ald to Ald to
Size of family de- sur- de- Sur-
pend- | vivor | pend- | vivor
ent | Insur-| ent |insur-
child- | ance |child- | anco
ren ren
Total, number of
persons insample.|16, 1490 G4 333 120
Total, percent.... 100 100 100 100
2 persons... 28 16 14 13
3 persons. 25 28 24 33
4 persons. 18 28 19 21
b or moro persons.... 20 28 43 33

than beneficiary children and mother;
the corresponding ratio for assistance
families was 56 percent.

Income

Probably the most striking contrast
between insurance beneficiaries and
assistance recipients is in their income
levels.! In both Philadelphia and St.
Louis the average beneficiary family
reported a substantially higher in-
come than the average assistance
family. The excess is not due to the
insurance benefit but to other sources
of family income. In Philadelphia, as
a matter of fact, the average income
from insurance benefit was somewhat
below the average from public assist-
ance.

In both cities, families containing
old-age assistance recipients had a
median monthly income of $30-40
from all sources (table 3). The me-
dian for families containing primary
insurance beneficiaries was $75-100 in
St. Louis and more than $100 in Phil-
adelphia. Data available only for
Philadelphia show a similar margin of
difference in families with recipient or
beneficiary children; the median was
$40-50 in families receiving aid to de-

¢ The incomeo referred to, with few ex-
ceptions, 18 cash income. The insurance
beneficlary study put a cash value on
rental pald by a relative outside the
houschold, on regularly contributed cloth-
ing, meals regularly taken at a relative’s,
and on rent or food received as wages.
Such income in kind was reported, how-
ever, in perhaps 1 case in 20 and would
not seriously affect the comparison. The
public assistance studies counted only
income received in eash, It is not known
how many public assistance familles also
received income In kind or how signifi-
cant such Income may have been to them.
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pendent children but more than $100
in families of widows with entitled
children.

Income From Public Assistance and
Old-Age and Survivors Insurance

Insurance and assistance families
are much more alike in the size of the
paymci: received than in the amount
of income from other sources. Bene-
fits (primary and supplementary) of
families containing primary benefi-
ciaries averaged $25 per month in both
Philadelphia and St. Louis. Old-age
assistance payments averaged $26 in
Philadelphia and $16 in St. Louis.
Families containing widows with en-
titled children received an average
monthly benefit of $40 in both citles,
while the average monthly payment
for aid to dependent children was $41
in Philadelphia and $32 in St. Louis.

The principal reason for the uni-
form amount of the average insurance
benefit in the two cities is the national

5

character of the insurance program.
Benefits in every part of the country
are awarded under one law, one policy,
one set of rules and regulations. The
variables are the wage level in covered
employment, length and regularity of
such employment, and number of
family members entitled to benefit on
the same wage record. 'The influence
of variations in wages and employ-
ment is, however, minimized by the
beneflt formula. Other factors mak-
ing for uniformity in the Philadelphia
and St. Louis averages are the similar
incidence of female primary benefi-
ciaries (16 and 15 percent, respec-
tively) whose generally lower benefit
tends to reduce the average, and of
male primary beneficiaries with en-
titled wives (32 and 33 percent, re-
spectively), and the circumstance
that the survivor families in both cit-
ies tended to have the same average
number of entitled persons.
Assistance payments, by contrast,

Table 3.—Percentage distribution of families by amonnt of income from pnublic assistance
or old-age and survivors insurance and from other sources

Philadelphia St. Louls Philadelphia 8t. Louls
Farmilies containing aged per- Familles containing children ro-
sons receiving income from— ceiving income from—
Monthly income
Ald to Ald to
oll- o1d- oM- 0Old- de- Sur- de- Sur-
ago as- | 080 in- age ns- | 8E¢ in- | pend- | vivor | pend- | vivor
ﬂfmnm sur- slgtt\lfco sur- ent | insur- [ ent | insur-
ance ance | chil- | ance | chii- | ance
dren dren !
Al SOUrees. oo iiiiiiiaaaaaas 100.0 | 100.0 { 100.0 | 100.0 ! 100.0 { 100.0 {.__..... 100.0
Lessthan $10. . oo leeooiii)aaaao. Y 3 PO,
10.00-19.00. _ 1.4 1.3 17.3 1.4
20.00-29.09. 39.1 7.0 32.2 6.9
30.00-39.00 30.3 10.0 14.0 8.6
40.00-49.99 13.8 8.3 7.0 10.9
50.00~74.99 0.1 11.2 9.0 14.5
76.00-90.99 4.4 10.7 5.2 10.0
100.00 OF IOFQ. - o eeeccecciccicaannn 1.9 5L.6 14.8 47.7
Public assistanco or old-age and
survlvors insurance 3. ......_.... 100.0 | 100.0 [ 100.0 | 100.0 ( 100.0 | 100.0 | 100.0 100.0
1.8 33.6 4.6 | 37.4 WO o .8 1.7
7.9 26.0 41.1 24.8 3.6 6.3 38.9 8.3
40.1 44.7 30.6 36.0 5.0 0.4 5.1 15.0
33.6| 18.0| 10.4]| 21.4| 32.4| 328 254 30.8
11.3 6.5 2.7 7.8| 25.0] 314 152 17.85
4.8 1.3 1.0 2.8| 283] 17.2 25.0
N - N .2 4.2 ... 14.4 1.7
-------- T [ [ - conaen-
100.0 | 100.0 { 100.0 [ 100.0 | 100.0 | 100.0 j.-....... 100.0
76.4 2.3 41.2 2.7 7.9 6.3 6.7
6.6 7.5 14.6 7.0 4.0 12, 5.8
6.2 10.5 10.2 1.9 5.9 6. 7.5
2.2 7.5 6.8 8.9 4.9 3. 8.3
1.6 5.2 3.6 6.1 2.2 3. 3.3
1.2 4.8 2.8 4.8 1.4 12. 5.0
3.0 10.0 5.0 10.5 4.9 10. 18.3
1.7 10.2 3.0 7.7 .4 0. 10.0
.6 42.0 13.0 40.4 .4 35. 35.0

1 Whito families only, data avallablo for incomo
from publio assistance only,

2 Incomo included in this section §s from public
assistance for public assistance families, from old-
age and survivors insuranco for beneflelary fami-
lics. Insurance benceflt income received by publie
assistanco families and public assistance income re-
ceived by benceflelary familles are included in scetion
““All other sources.” Public assistance incomo, is
from all formns of public assistance including thé 3

speelal types, general assistance, food stamp plan
and Federal work programs. (Income from Federa
work programs received by public assistance families
was classifled by the Philadelphia agency, howovor,
as Income from other sources.)

3 Minimum primary benefit is $10, Familics with
averago insurance income of Iess than $10 per month
experienced benefit suspensions for varying periods
bccntlso of carnings of $16 or moro In covered omploy-
ment,

are based on individual need, and vary
widely. Among famlilies within a
glven jurisdiction they will vary to the
extent that requirements and re-
sources vary. Among jurisdictions,
payments are influenced by variations
in the recognition and measurement
of requirements and resources, in
the content and cost of living, in the
availability of funds, and in willing-
ness to appropriate money for public
assistance.

During the period covered by the
surveys, both the Philadelphia and
the St. Louis public assistance agen-
cies were using the State budget guide
to measure requirements and re-
sources, The two guides differed in
the specific requirements taken into
account, the amounts allowed for the
same requirements, the treatment of
requirements shared with other fam-
ily members, and the criteria followed
in establishing the applicant’s re-
sources,

Other differences also affected pay-
ments. In Pennsylvania the maxi-
mum age for aid to dependent chil-
dren was 15 (17 if attending school),
in Missouri 13 (15 if attending school).
The maximum old-age assistance pay-
ments in Pennsylvania during the sur-
vey month were $30 for one eligible
person, $50 for an eligible man and
wife., Maximums in Missouri were
$30 and $45. Pennsylvania imposed
maximums on payments for aid to
dependent children that varied among
counties according to cost-of-living
areas. The maximum allowances in
effect in Philadelphia in December
1941 were $34.75 for a two-person case,
$44.10 for a three-person case, and
50 on, up to $88.00 for families of 10
or more persons.

The maximums in Missouri were
$18 for the first child and $12 for each
additional child, up to a family max-
imum of $60. The effect of these
maximums was particularly notice-
able in families with one eligible
child, in which the requirements as
measured by the State manual totaled
at least $16.35 for food alone (in-
fant and grantee woman relative),
leaving only $1.65 for shelter, cloth-
ing, and other necessities.

Inadequate State appropriations led
Missouri to reduce old-age assistance
grants by 30 percent in July 1941 for
all recipients except those in board-
ing, nursing, and convalescent homes.
The cuts were not restored until No-
vember and December 1942 and were
in effect in the survey month.
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Among the specific factors affecting
the relation of average insurance
benefit and average assistance pay-
ment within the same city were, first,
the fixed ranges within which pay-
ments could be made. Under old-age
and survivors insurance, the mini-
mum benefit is by statute $10. The
maximum beneflt in 1940 could not
have cxceeded $41.60 for a primary
beneflciary; ® $62.40 for a primary
beneficiary and entitled wife;® $83.20
for a total family beneflt to a primary
beneficiary and entitled children, or
to a surviving widow and entitled
children.” In old-age assistance, the
minimum payment was $2 in both
Pennsylvania and Missouri; in aid to
dependent children, it was $2 in Penn-
sylvania and $3 in Missouri. Public
assistance maximums in effect during
the study month have already been
given. .

Clearly, for both the aged and chil-
dren, there is considerable overlap-
ping in the range of insurance benefit
and assistance payment, which partly
accounts for the lack of any great
dissimilarity in the distribution given
in table 3.2

The coincidence that in Philadel-
phia the average old-age assistance
payment and the average family
benefit in families containing primary
beneficiaries were separated by only
$1 has no significance in itself. The
$25 average for the insurance benefit
resulted from several variables—
monthly average wage in covered em-
ployment, the proportions of men and

S Primary benefit is the sum of: 40 per-
cent of the first $60 of average monthly
wage In covered employment; 10 per-
cent of the next 8$200; 1 percent of the
sum of the first 2 items for every year
in which $200 or more was earned in
covered wages. In 1940 this formula, at
the maximum, ylelded $41.60 ($20 plus
820 plus 4 times 40 cents).

¢ Wife's benefit is 60 percent of primary
benefit; maximum of $62.40 cited is the
sum of $41.60, the maximum primary
benefit, plus $20.80 (50 percent of 841.60).

7Child’s benefit 1s 50 percent of the
primary benefit to which the deceased
worker would have been entitled; widow's
current benefit is 76 percent of the pri-
mary benefit, Total monthly benefits
awarded on the basis of 1 worker's wages
cannot exceed the least of the following
3 amounts: 85, twice the primary bene-
fit, or 80 percent of average monthly wages
in covered employment. The $83.20 cited
as the maximum {is twice the maximum
primary benefit referred to in footnote 5.

8The Inclusion in table 3 of income
from all types of public ald, rather than
from the specific program only, affects
primarily the upper end of the distribu-
tion. ‘

Table 4.—Percentage distribution of 1-
person families, by amonnt of monthly
income from old-age assistance or old-age
insnurance

Philadelphia| St. Louis
Amount of monthly
neomo Old- | Old- | Old- | Oid-
ago | age | age | ago
assist- | Insur-{assist-| insur-
anco | nco | ance | ance
Total, number of .
familes in samplo.|12, 117 75 | 394 110
Total, percont._ ... 100.0 {100.0 |100.0 | 100.0
Less than $10 1.01 4.0{ 4.1 11.8
10.00-19.99__ 6.8 |37.3]49.7| 43.6
20,00-20.09. _ .| 54.8163.3|45.7| 38.2
30.00 or mMoOro.ceeoaea. .. 37.4| 6.3 .b 0.4
Percent without other
fncome. - ... 80.4| 53612 0.4
1-person families as per-
cent of all famllies In
SUIYCY oo cmeacccccnen 05,4 ]118.8 42,7 17.2

women among primary bheneficiaries
and of beneficiaries with entitled
wives. The $26 average in old-age
assistance was determined primarily
by the $30 value placed by the assist-
ance agency on the requirements of
an aged person and hy the fact that
three out of four assistance families
had no other income and were pre-
sumably eligible for the maximum.
Since budgeting in Philadelphia is on
a family basis and family require-
ments vary with size and composition,
the relation of resources to the amount
of the assistance payment can he
seen best perhaps in one and two-
person families, which accounted for
87 percent of all families with old-age
assistance recipients.

Nine out of every 10 one-person
families were without other income.
‘We do not have a cross-tabulation of
assistance and nonassistance income,
but it would be safe to assume that
few of the 37 percent of one-person
cases who received the maximum
award of $30 had income from other
sources. Another 55 percent received
from $20 to $29. The rest, 8 percent,
were in the under-$20 class and pre-
sumably were among the 11 percent
with income from other sources
(table 4).

Almost two-thirds of the assistance
families containing two persons had
no income from other sources. Of all
two-person families, 75 percent re-
ceived assistance® totaling between
$30 and $49; another 7 per.:nt re-
ceived the maximum of $50. In al-

°From all public assistance programs,
including aid to dependent children, gen-
eral assistance, and blind pensjons.

*

most half the families, both persons
were eligible for old-age assistance.

Similar examination, if space per-
mitted, could be made of the data on
families in St. Louis containing aged
persons, and on families in both cities
containing beneficiary or recipient
children.

Income From Other Sources

The wide divergence in income be-
tween the average insurance family
and the average assistance family is
attributable entirely in Philadelphia
and principally in St. Louis to the
possession by relatively more insur-
ance families of income from other
sources, and to the larger average
amount of such income.® This dif-
ference is inherent in the character
of the two programs; the insurance
benefit is not conditioned on need and
is paid regardless of any other income
(except earnings of $15 a month or
more from employment in covered
industry)

Of the families containing old-age
assistance recipients, 76 percent in
Philadelphia and 41 percent in St.
Louis reported income from public
assistance only. Only a handful of
families with primary beneficiaries,
on the other hand, were dependent
on the benefit only—2 percent in
Philadelphia and 3 percent in St,
Louis. In Philadelphia, 75 percent of
the families receiving aid to depend-
ent children had no other source of
income; comparable data are not
available for St. Louis. For families

10 “Other Income” was not always avall-
able to the assistance or beneficlary group
within the family recelving it. Whether,
in the aggregate, this condition was more
prevalent in families contalning assist-
ance reciplents than in those containing
insurance benecficlaries Is not known. The
comparison in the text is qualifled, of
course, to the extent that one or the other
condition was true.

1The larger income reported by insur-
ance familles is to only a slight extent a
function of the larger family. When fam-
ily slze is held constant, the margin of
income superjority of insurance familles
is not reduced significantly. Among 1-
person familles, for instanee, 89 percent
of the aged recipients in Philadelphia
reported no other income, as compared
with & percent of the primary benefi-
ciarfes. The corresponding ratios for St.
Louis were 61 and 6 percent. None of the
Philadelphia asslstance recipients reported
other incomc exceeding $29. One-third
of the primary beneficiarles In that clty
had other income of $30 or more. In St.
Louls, 2 percent of the aged assistance
recipients, as compared with 30 percent of
the primary beneficiarles, had other in-
come of $30 or more,
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‘Table 5.—Percent of families with income
JSrom specified sonrce, by type of recipient
or benceficiary, St. Lonis

o1d- | o1a-{ Ald | gur-
\ age | ngo vivor
Souree of income assist- | insur- pcex:lt.d fusur-
anco | ance { .4 | ance
dren
Old-age and survivors
insuranco..._..__..__. 1,6 | 92.7 | 1.8]100.0
Unemployment  comn-
pensation._._._._.__.. 41130 .3 4.2

Old-ago assistanco. - ...
Ald to dopendent chil-

dron..............
Genoral assistanco. .
Work Projects A

2.1

100.0 45| 4.2
1.8 |'%2 Mio0.0| 2.5
16.0

ministration.......... o|f 14
Other Federal work pro- . 2.1 L7

BrOMS. ... .. 1.4 15.8
Other publicald...._... 1.2 ..o 152,06 .
Prilvate and nonomer-

goeney government

employment.._ ... 37.7(69.6| 60.4| 80.0
Investmentsor property. 40.7 1.6 358
Veterans’ pensions, re-

tiroment me, sickness

and accident benefits. 424, 0...... 410.0
Private annuitics or .

union pensfons..._.... 322.4 { 3.4 {...._. 4.2

Contributions
from friends or rola-
tives. oo 8.9 13.6 7.6

[07110) $2.1] 3.3 $.8

1 Includes food stamp plan and aid to the blind.

1 Blind {)cuslon.

3 Excludes 0.2 percont who received privato as-
sistauce,

4 Includes all prlvatd insurance payments other
than annuities.

8 Includes:privato assistanco.

of widows with entitled children, on
the other hand, only 6 percent in
Philadelphia and 7 percent in St.
Louis had no income in addition to
the benefit.

The other income received by as-
sistance families tends to be rather
small. In Philadelphia, for instance,
more than half the old-age assist-
ance families with other income had
less than $20 a month from this
source; in almost half the primary
beneficiary families with income from
other sources, on the other hand, non-
insurance income amounted to $100
or more per month. Forty percent
of the primary beneficiary and 35
percent of the child beneficiary fam-
ilies in St. Louis, and 36 percent of
the child beneficiary families in Phila-
delphia, reported income of $100 or
more a month from other sources
(table 3).

A cross-tabulation of benefit income
and other income is not available,
but from an inspection of table 3 it
would be reasonable to conclude that
income from other sources exceeded
benefit income in a substantial major-
ity of families, Primary beneficiary
families in both Philadelphia and St.
Louis had a median income from beri-

efits of $20-29; the median income
from other sources was §$75-99 in
Philadelphia and $50-74 in St. Louis.
Families containing widows with en-
titled children had a median income
from benefits of $40-49 in Philadel-
phia and $30-39 in St. Louis; the me-
dian for income from other sources
fell in the $50-74 class in both cities.

Very few assistance families, on the
other hand, had more income from
other sources than from assistance.
In Philadelphia, more than half the
families in each of the assistance pro-
grams were entirely dependent upon
the assistance payment. In St. Louis,
old-age assistance families had a me-
dian income of less than $10 from
other sources, while the mean income
for aid to dependent children fam-

ilies was $32 from that program, $10

fromn all other sources.

The most frequent source of other
income was employment. Earnings
by some member of the family were
reported for 65 percent of the Phila-
delphia families with primary bene-
ficlaries and 77 percent of the fami-
lies with child beneficiaries; for St.
Louis the corresponding percentages
were 84 and 93. Among assistance
families in St. Louis, 38 percent with
aged recipients and 69 percent with
child recipients reported income from
earnings. Data for Philadelphia as-
sistance reclpients are lacking, but
we know that only 13 percent of the
old-age assistance families and, 33
percent . of the aid to dependent
children families had employable
members,

Differences in family size and there-
fore in the number of potential earn-
ers affected the relative incidence of
employment. In both Philadelphis
and 8t. Louis, families with primary
beneficiaries were larger than families
with recipients of old-age assistance.
Sex and race differences also had some
influence. Aged women are less em-
ployable than aged men. Negroes find
it somewhat more difficult than white
persons to obtain employment., Both
groups were more heavily represented
among assistance than .among in-
surance families.

The more frequent occurrence
among insurance beneficiary families
of income from employment may be
partly due to the difference in the
time span covered by the survey,
which was 12 months for insurance
families and 1 month for assistance
families. A count during a single
month excludes many persons not

then in the labor force who may find
employment later in the year. -

The chronological disparities, on
the other hand, favored assistance
recipients. In 1940, 1941, and 1942,
employment opportunities increased
progressively, especially for marginal
groups. The public assistance survey
month occurred 5 months after the
close of the insurance survey year in
Philadelphia and approximately a
year after the survey year in St. Louis,
That more employment was neverthe-
less reported by families of insurance
beneficiaries is significant of the dif-
ferences in the composition of the two
groups. i

Some insurance families reported
income from assistance sources (pub-
lic assistance, earnings under Federal
work programs, assistance from pri-
vate agencies), and some assistance
families were in receipt of social in-
surance benefits. The proportion in
each case was small. Twelve percent
of the primary beneficiary and 14 per-
cent of the child beneficiary families
in both Philadelphia and St. Louis re-
celved assistance income during the
survey year. More than half these
families also reported income from
other sources.

The number of beneficiary families
that qualify for public assistance de-
pends largely on local assistance
standards. The Los Angeles sample
included in the study of resources and
living arrangements of benefi¢iaries of
old-age and survivors insurance in
seven cities showed as much as 27
percent of the primary beneficiaries
reporting assistance income, At the
time of the survey, the public assist-
ance agency in California supple-
mented to a total of $40 a month all
income received by persons aged 65
and over who met State property and
residence requirements,

Data on sources of other income for
assistance families are available for
St. Louis. Only 2 percent of the fam-
ilies—both those with aged and those
with child recipients—also received
benefits under old-age and survivors
insurance. In both groups less than 1
percent reported income from unem-
ployment benefits (table 5).

The fact that the social insurance
sample was confined to new beneficiar-
ies whereas the public assistance sam-
ple was drawn from the entire load
should be borne in mind in appraising
the significance of the data on
“other” income. A resurvey of the
beneficiary families at a later period
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could conceivably show a deteriora-
tion in nonbenefit income as a result
of changes in family composition, the
loss of temporary sources of income,
and the depletion of assets to supple-
ment current income. In both Phil-
adelphia and St. Louis, almost 3 out
of 10 primary beneficiaries and 4 out
of 10 entitled widows reported use of
assets for living expenses during the
. survey year,

Conclusions

Though comparisons sometimes
made between average assistance pay-
ment and average benefit under old-
age and survivors insurance imply
comparability, examination of data
on family characteristics and income
of public assistance recipients and old-
age and survivors insurance benefi-
ciaries in Philadelphia and St. Louis
suggests that amounts paid under the
two programs are quite unlike in their
significance to the payee.

Somewhat more than half the recip-
ients of old-age assistance were wo-
men, approximately one-fourth were
Negroes. By contrast, nearly all pri-
mary beneficiaries were men, and less
than 5 percent were Negroes. Two

out of every three families receiving
aid to dependent children were Negro;
Negroes comprised fewer than 15 per-
cent of the families receiving survivor
benefits. 'These contrasts reflected
primarily differences in the employ-
ment opportunities available to men
and women, to white persons and Ne-
groes.

Families including primary bene-
ficiaries tended to be larger than fam-
ilies containing old-age assistance re-
cipients and to have more earners,
Assistance families with child re-
cipients were somewhat smaller in
Philadelphia than insurance families
with child beneficiaries but were about
the same average size in St. Louis.

Income of the insurance families
was substantially larger than that of
the assistance families. The income
advantage was due entirely to other
sources of income in Philadelphia,
where average assistance payments
and average insurance benefits tended
to be about the same. In St. Louis,
average income from insurance ex-
ceeded that from assistance, and the
insurance beneficiaries also had more
income from other sources.

Most of the assistance families in
Philadelphia and a substantial pro-

portion of such families in St. Louis
were entirely dependent on public as-
sistance, Families wholly dependent
on insurance heneflt constituted, by
contrast, less than 5 percent of all
primary beneficiary families in both
cities and less than 10 percent of all
families with child beneficiaries.

In a substantial majority of insur-
ance beneficiary families, income from
other sources exceeded income from
insurance benefit. Very few assist-
ance families, on the other hand, had
less income from assistance than from
other sources.

The extent to which these contrasts
in the characteristics of the two
groups are representative of the coun-
try as a whole is not known, but they
are sufficiently marked to suggest that
they have more than local signifi-
cance. The differences in the groups,
especially with respect to famlily in-
come, cast doubt on the validity of
evaluating the size of the average as-
sistance payment by that of the aver-
age insurance benefit, or vice versa,
or on the propriety of judging the
“adequacy” of one by reference to the
other, or of weighing both on a single
scale of *“adequacy,” however con-
structed.

Life;Insurance and Annuities on United

States Lives, 1935-43

By Weltha Van Eenam*

LIFE INSURANCE AND ANNUITIES issued by
insurance companies provide a me-
dium for budgeting current income
for protection against income losses
due to death and old age. Some in-
surance and annuity policies are de-
signed for protection against loss of
income because of death and some
provide life income only, but the large
majority provide a combination of the
two. More and more, the proceeds of
death claims, maturing endowments,
policyholders’ dividends, and sur-
rendered policies are heing left with
the companies to provide installment
benefits. Under many of the policies,
such benefits may well be considered
as supplementary to old-age and sur-
vivors insurance benefits under the
Social Security Act.

This article outlines major trends
since 1935, when the Social Security
Act became law, in insurance and an-

*Office of the Actuary.

nuities on United States lives under-
written by some 350 life insurance
companies of both the United States
and Canada.! 'The business of fra-
ternal and assessment associations
and life insurance and retirement
benefits under employee mutual bene-
fit association plans and employer
self-insured plans have been excluded,
as have Government life insurance

1 Statistics given in this article are based
on aggregates from the Spectator Insur-
ance Ycarbooks, Best’s Life Reports, the
Unique Manual Digest, the Ncw York In-
surance Reports, the Canadian Life Insur-
ance Abstracts, and from the companies’
annual statements required by the State
insurance departments, with adjustments
noted in the tables, Some of the 1943
flgures are based on juformation collectecl
by the Institute of Life Insurance and on
data published in the Naitional Under-
writer. At many polnts, estimates and
Judgment entered into derivation of the
figures, and the results should be taken
only as an approximation of magnitude
and relationships.

and other governmentally admin-
istered programs.

Forms of Insurance

Ordinary insurance is the term
used for insurance which is issued
mainly in amounts of $1,000 or more
and with premiums payable annually,
semiannually, quarterly, and, in some
companies, monthly. Underwriting
of ordinary insurance has for the most
part required a medical examination,
although at present a considerable
amount of nonmedical ordinary in-
surance is being written; the amount
which will be issued on a nonmedical
basis is limited by company rulings.
The average size of policies in force
is slightly over $2,000. The policies
vary from low-premium 1-year term
policies to high-premium short-term
endowments and single-premium life
and endowment policies. Nearly 22
percent of ordinary insurance is on
the endowment plan, and about 70
percent is on whole-life forms, some of
which require premiums for only a
limited number of years. Most of the
remaining 8 percent is on a term
basis, largely for 5-year and 10-year
terms.



