Notes and Brief Reports
A Quarter-Century

of Monthly Benefits

Under OASDI*
The end of 1964 rounded out the first 25
years of monthly benefits paid under the program now known as old-age, survivors, and disability insurance (OASDI).
By that time, almost
20 million persons were receiving monthly benefits and expenditures
were being made at a
monthly rate of more than $1.3 billion
(or an
annual rate of $15.9 billion).
The growth of the OASDI program-which
is
the basic met,hod in t,he United Stat-es for providing income to the worker and his family when
he becomes disabled, retires, or dies--has dwarfed
that of all other social insurance and related
income-maintenance
programs (table 1) .*
Monthly retirement and survivor benefits were
first payable under the OASDI
program for
January 1940, and mont,hly benefits based on extended disability
were first paid during 195’7.
From 1937 when the program began to the end of
1939, the only payments made under the program were lump-sum payments to workers not
eligible to receive monthly benefits at age 65 and
to survivors of deceased workers, based on the
workers’ wages in covered employment
after
December
31, 1936. These payments
were
relatively insignificant,
aggregating $13.9 million
in 1939, or less than 1 percent of all social insurance and related payments in that year.
The Social Security Act of 1935, which established the Federal old-age retirement program,
also provided for a Federal-State unemployment
insurance program. Weekly payments under this
program began as early as 1936. A separate unemployment insurance program for railroad eml>loyees was enacted in 1938, and weekly payments began in July 1939. Unemployment
insurance payments accounted for the largest share
of income-maintenance
payme&
under social
* Prepared by S. Marjorie *Johnston, Division of Research and Statistics.
1 See Social Gecztritg Programs in the Crdtcd States
(Social Security Administration,
1964), for detailed background data on all programs under the Social Security
Act, including public assistance (omitted from the discussion in this article), and on related programs.
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insurance and related programs in 1939-$436
million or 29 percent of the total.
Before the passage of the Social Security
programs in
Act, the major income-maintenance
exist,ence were workmen’s compensation, public
employee retirement systems, and the veterans’
pensions and compensation program. All but two
States had workmen’s compensation programs by
1939, when they accounted for 16 percent of all
payments under social insurance and related programs. The Federal Government had in operat,ion a retirement
and disability
program for
civilian employees, established in 1920. (This program was amended in 1948 to include monthly
survivor benefits; only joint-and-survivor
annuity
options had been available before that date.)
The Federal Government
also administered
a
retirement program for military personnel, dating
back many decades, and a few other small
separate retirement programs for groups whose
employment, was of a special nature. Many State
and local government retirement programs also
TABLE
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payments 1 under social insurance and
related programs, selected years, 1939-64
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1 Includes lump-sum death payments.
* Preliminary data for some programs.
s Excludes refunds of employee contributions to those leaving the service.
State and local government retirement data excludes Alaska and Hawaii
before 1959.
4 Includes payments to retired military personnel and their survivors.
6 Lncludes programs for railroad workers, for Federal employees, for exservicemen, and for veterans under the Servicemen’s Readjustment Act of
1944 and the Veterans’ Readjustment Assistance Act of 1952, as well Bs
payments under the temporary extended unemployment insurance programs.
6 Cash and medical benefits, including payments under private plans,
where applicable in the 4 States with programs. Includes cash sickness
benefits for railroad workers.
7 Cash and medical beneAts paid under Federal workmen’s compensation
laws and under State laws by private insurance carriers! by State funds,
and by self-Insurers. Excludes data for Alaska and Hawall before 1959.
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trace their origin to the nineteenth century. In
1939, all public employee retirement
systems
together accounted for 19 percent of total payments under social insurance and related programs.
The veterans’ pensions and compensation program, which since World War I has provided
a full range of benefits for disabled veterans
and their dependents and survivors,
accounted
in 1939 for 28 percent of total payments, almost
as much as unemployment
insurance.
The 1930’s brought about the establishment of
one other major social insurance program. The
Railroad
Retirement
Act of 1935, as amended
in 1937, provided immediate monthly benefits for
retired and disabled railroad
workers, as the
Federal system also took over the payment of
annuities to persons on the private pension rolls
of the railroads.
Annuities to widows of annuit,ants under select conditions such as joint-andsurvivor options and lump-sum death payments
were also paid, but it was not until 1946 that a
full-scale program of survivor benefits, covering
dependents of active workers as well as of retired
workers, was incorporated
in the law. In 1939,
payments under the program accounted for ‘7
percent of all payments under social insurance
and relat.ed programs.
The latest social insurance program
to be
initiated
was temporary
disability
insurance.
During the 1940’s four States adopted legislation providing
weekly cash sickness benefits to
workers t,emporarily
disabled because of nonoccupational illness or injury. In 1946, the Rail-

TABLE
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road Unemployment
amended to provide
railroad workers.

Insurance
Act, was also
cash sickness benefits for

GROWTH OF OASDI
As of January 1940, when monthly benefits
under the program were first payable, there were
benefits in current-pay3,700 persons with
ment status. By t,he end of 1944 the program
was paying monthly
benefits to 955,000 persons and by the end of 1949 to 2.7 million.
These benefits, however, still made up only 10
percent of all payments under social insurance
and related programs in 1949, as the veterans’
and unemployment insurance programs continued
to dominate the scene.
Beginning
in 1950, a series of amendments
resulted
in liberalizing
the OASDI
benefit
formula
and insured-status
requirements;
increasing benefit payments for those on the rolls, as
well as for those coming on the rolls ; raising the
maximum amount of creditable
(and taxa.ble)
earnings; expanding coverage (notably for the
self-employed) ; extending benefits to additional
dependents of retired and deceased workers and
to disabled workers and their dependents; and
lowering the age at which a worker and his dependents or survivors may qualify for benefits.
By the end of 1954, the number of persons on
the OASDI rolls had increased to 6.9 milliontwo and one-half times the number of beneficiaries only 5 years earlier. Dollar expenditures

of beneficiaries under selected social insurance and related programs, at end of selected years, 1939-64-l
[III thousauds]
Retirement,

Year

Monthly

retirement

and disability
Civil
SclTiGZ
COIlImission

__________
504.0
1,708.5
4.897.5
10,392.2
11,286.7
12.682.4
13,950.o
14.714.7
15,260.g
* For explanatory

22

136.0
163.5
241.0
493.2
522.8
553.3
567.4
585.2
594.3
600.0

2f!
151:1
216.5
349.9
2s
438:4
465.1
493.8

-

disability,
benefits

and survivor

T

V&.WNlS
Administration

--

Monthly
Social

E::
2,343.0
2.631.0
2,972.l
3,064.4
3,137.l
3.176.7
3,194.s
3,204.4

-____. _. - 450.8
1,034.3
1.988.9
3.311.7

-

?iKi
4:103.4
4.320.8
4,538.g

Unem~~~t

-

remporary

survivor

Railroad
Retirement Act

se~c?“y

--

-

insurance

“&%!i!iY
Rg;yrno

benefits
Civil

s&vZe
IllkSiOll

Veterans
*t%t-

ployment
Insuranoe
Act

State laws

Railroad
Unem+frEEF”

___::i
128.4
182.7
245.9
256.1
261.8
270.3
277.9
285.8

0.2
12.8
64.8
142.5
154.5
167.4
182.0
196.5
214.4

ii%.::

970: 7
1.127.6
1.221.7
1,392.:
1.547.4
1.653.2
1.749.9
1.848.4

.______-.--___36.0
_. - _36.2
36.1
34.3
iii::
31.3
29.4

668.9
1,9E:i
1.452.2
1.630.3
2,164.a
1,993.2
1.585.2
1.608.8
1.351.2

“E
166:6
133.6
E
7514
it:
41:s

footnotes see table 1, page 21.
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which data are readily available. Clearly outlined
is the impact of legislative changes in the programs-the
improvements
in OASDI
in the
1950’s and early 1960’s, the addition of full-scale
monthly
survivor
benefits under the railroad
retirement
and civil-service
retirement
systems
in the 1940’s, and the introduction
of temporary
disability benefits for railroad workers.
Trends resulting from other factors are also
revealed in the table. The jump in the veterans’
disabilny
and survivor
rolls in the immediate
postwar period can be directly
traced to the
demobilization
of the Armed Forces and to the
aging of the World War I veteran population.
Since 1949, the growt,h in disability
beneficiaries
under the veterans’ program has been moderate,
though t,here has been a step-up in the number
of monthly survivor benefits being paid.
For the railroad and civil-service
retirement
systems, employment trends have been a major
long-term factor influencing the beneficiary rolls.
During the past decade the contraction of railroad employment was accompanied by a slackening in the rate of increase in the number of railroad beneficiaries. Federal employment, on the
other hand, has been slowly rising and the civilservice beneficiary rolls have increased at a fairly
steady rate. For both programs the monthly

had increased by almost six times, as the OASDI
program now accounted for the largest single
share of payments
(32 percent)
under social
with
the
and related
programs,
insurance
veterans’ program next (23 percent) and the unemployment
insurance program t,hird (19 percent).
The growth of OASDI maintained its accelerated pace during the next 5 years. By the end of
1959, the number of monthly beneficiaries under
OASDI-13.7
million-was
almost double that
in 1954. Dollar expenditures continued to increase
at a faster rate than the number of beneficiaries
and amounted to $10.3 billion in 1959 or more
than two and one-half times the 1954 total. The
proportion
of tot,al payments
disbursed
by
OASDI increased by one and one-half times-to
48 percent in 1959.
Since then the OASDI program has continued
to grow and by the end of 1964 accounted for
more than half of all payments under social insurance and related programs. There were 19.8
million persons receiving monthly benefits under
the program-almost
four times the number
receiving benefits under any other program.
Table 2 shows the growth in the number of
beneficiaries under those Federal and FederalState social insurance and related programs for

3.-Number and amount of monthly benefits in current-payment
years, 194044, by type of benefit 1
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survivor rolls from 1954 to 1964 expanded at a
faster pace than the ret irenlent and disability
rolls.
For the unemployment
insurance system, the
number of beneficiaries is a direct reflection of
current economic conditions. During wartime full
employment, less t,han 100,000 persons drew benefits in December 1944. Five years later, during
the 1949 recession, 2.1 million unemployed workers were registered for benefits-a
number that,
fluctuated in the subsequent years as tile economy
underwent cyclical changes.

COMPOSITION OF OASDI ROLLS
Despite the extension of beuefits to dependents,
survivors,
and disabled workers, the greatest
share of the total amount paid under the OASDI
program continues to go to aged retired workers.
They received almost two-thirds
of the amount
paid in December 1964 (table 3). Except for the
war years and the period immediately thereafter,
when older workers deferred retirement because
of labor shortages, most monthly benefit checks
have gone to retired workers.
The ratio of retired workers to all OASDI
beneficiaries was about 51 percent at the end of
1940. It dropped to a low of 40 percent in 1944
and then rose t,o 55 percent during the 1950’s,
when coverage was expanded and the require1nent.s for old-age benefits liberalized.
At the end of 1964, the 10.7 million ret.ired
CHART
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workers receiving benefits represented 54 percent
of the 19.8 million
beneficiaries. Of the other
!).l million
beneficiaries,
?LO million
were dependents of aged workers, 4.5 million were the
survivors of deceased workers, 900,000 were disabled workers, and $00,000 were dependents of
disabled workers.
Another measure of the significance
of the
social security program for older persons is the
growth in the proportion
of those aged 65 and
over who are receiving monthly benefits (chart 1).
The proportion
of the aged population receiving OASDI benefits rose from less than 2 percent
at the end of the first, year (1940) to 16 percent
by the end of the first decade (1949) and to 75
percent by the end of the first quarter-century.
These proportions
include aged dependents and
survivors, as well as ret,ired workers. They do not,
of course, include additional
aged workers and
their dependents--an
estimated 8 percent in
1964-who
would be receiving OL4SDI benefits
if the insured workers chose to retire.
The aged population
increased in the past 5
years by almost 10 percent,, and the number of
aged OASDI
beneficiaries increased by about
35 percent during the same period. It is estimated
that, of all the persons currently
reaching age
65, about 91 percent are eligible for OASDI
benefits.
While the number of child beneficiaries has
been steadily increasing, the proportion
of children among the beneficiaries in the program has
continued to drop, from 31 percent of the total in

of the total population aged 65 and over receiving OASDI benefits at the end of selected years, 1940-64 1
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* Beginning July 1951, includes Puerto Rico and the Virgin Islands; beginning July lM1, includes Guam end Amedcsn
14

Samoa.
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1944 to less than 12 percent at the end of 1964.
A similar drop (from 9 percent to 2 percent) in
the proportion
of widowed-mother
beneficiaries
has also taken place during this period. Children
of deceased workers represented more than 90
percent of all children on t)he beneficiary rolls
through 1956 ; children of retired workers made
up the remainder. With the extension of benefits
to children of disabled workers in 1958, the proportion of survivor children has dropped steadily,
reaching a low of 67 percent at the end of 1964.
Disabled workers and their spouses represented
:%percent of all beneficiaries at the end of 1959
and 5 percent by the end of 1964. When the children are included, the proportion
of disabled
workers and their dependent’s at the close of
1964 becomes 8 percent. The elimination
of the
age-50 requirement for receipt of disabilit,y benefits in 1960 was largely
responsible
for the
increase.

Disability and Old-Age Benefits, by
State, December 31, 1964*
Benefits under the old-age, survivors, and disabilit,y insurance program were being paid at the
end of 1964 to 894,000 disabled workers under
age 65 and to 10,669,OOOretired workers aged 62
or over. In the accompanying
tables, the beneficiaries have been classified according to their
State of residence* at the end of 1964. The tables
also show the average old-age and clisability
benefits being paid in December 1964, as well as
the percentage distribution
of the beneficiaries
according to the size of their benefit.
During
1964 the number of retired-worker
beneficiaries increased by 405,000-the
smallest
rise since 1952. The year’s growth
(67,000) in
the number of disabled-worker
beneficiaries was
the smallest in the hist,ory of the program. About
2,000 disabled workers were receiving benefits
Law 88-650, enact.ed
as a result of Public
Oct,ober 13, 1964, which removed the 1%month
limitation
on retroactivity
of disability
applications filed after ,June 30, 1962. Under this amendment, some workers who had a longstanding
dis* Prepared in the Division of the Actuary.
1 Data for American Samoa, Guam, Puerto Rico, the
Virgin Islands, and foreign countries are excluded from
the State comparisons made later in this note.
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ability but who could not meet the insured-status
requirements
for disability
benefits within
the
lS-month
period before the filing
date were
enabled to regain insured status. Many more
workers will be awarded disability benefits under
this provision in 1965.
The average monthly
amount for retiredworker beneficiaries rose slightly (by a few cents)
each month during 1964 and at the close of the
year was $77.57, or 69 cents higher t,han the
average a year earlier. The average monthly
benefit payable to disabled-worker
beneficiaries
showed slight increases each month except December, and at the year’s end it was $91.12, or 53 cents
higher than the average in December 1963.
The increases were the result of several influences. Most important,
for both old-age and
disability
benefits, was the continuing rise in the
proportion
of benefits computed on the basis of
earnings aft,er 1950. Almost 78 percent of t.he
old-age benefits being paid for December 1964
were based on earnings after 1950, in comparison
with 72 percent in 1961 and 58 percent in 1957.
The proportion
of disability
benefits based on
such earnings was 87 percent at the end of 1964,
compared with 80 percent in 1961 and 62 percent
in 1957. Another factor was the increase from
$4,200 to $4,800 in the amount of annual earnings creditable for years after 1958.
The average old-age benefit also reflected the
rise in the proportion of beneficiaries whose benefits were computed under the provisions
that
permit as many as 5 years of lowest earnings and
periods of disabilit,y to be excluded in calculating
the average monthly
wage. A counteracting
fact’or, tending to hold down the average old-age
benefit, was the large number of actuarially
reduced benefits awarded during the year.
The amount of the average disability
benefit
payable at the end of 1964 reflects the substantial
number of benefits that were raised as a result
of a provision in Public Law 88-650. This provision enabled disabled-worker
beneficiaries who
had been aaversely affected by the 18-month
limitation
on retroactivity
of disability
applications to have their benefits recomputed. About
19,000 disabled workers had their benefits increased by an average of $3.77 a month. Thk
average at, the end of the year was held down,
however, by the 2,000 benefits awarded in December to disabled workers who regained their in25

