Income of Aged Persons, 1948

ATA from the income-tax re-
D turns for 1848, recently fur-

nished the Social Security Ad-
ministration by the Bureau of In-
ternal Revenue, fill an important gap
in available information on the in-
come of aged persons in that year.
Under the Revenue Act of 1948, spe-
cial exemptions of $600 for age or
plindness may be claimed by the tax-
payer for himself or for a dependent
spouse. The number of returns with
special exemptions, arraved by size of
income, are of particular interest be-
cause of the clues they offer to the
number of aged persons with incomes
in the middle~- and ugper-inceme
brackets. For reasons nofed below,
the tax returns are not a reliable
guide to the number of aged in the
lower income groups and tell us noth-
ing ahout the total number of income
recipients among the aged.

The major source of information
on the income of the aged in 1948
semains the Bureau of the Census
survey of Aprit 1348.' The resulss of
this survey, based on interviews con-
ducted in 2 representative sample of
approximately 25,000 households, are
summarized in table 1. The income
being discussed, incidentally, is money
income only. In the Census estimates,
the income excludes not only income
in kind (value of farm produce con-
sumed by the family, contributions
received in the form of food, clothing,
and the like, and free shelter), but
money receipts as well from the fol-
lowing sources: withdrawals from
bank deposits, loans, tax refunds,
gifts, lump-sum inheritances or in-

* Division of Research and Statistics,
Oifice of the Commissioner.

1 Bureau of the Census, “Ircome Of
Families and Persons in the United
States: 1948° (Current Populotion Re-
ports, Caonsumer Income, Series P-GQ, Mo,
6)., Adgitional data from the same sur-
vey may pe found in “he repcre <2 ke
Joint Committee on the Economic Re-
port, Low-Income Fomilies and Economic
Stability {(Blst Cong. lst sess.), 1949.
Similar estimates for 1949 appear in the
Bureasu of the Census report, Series P-60,
No. 7.
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surance paymencs, and income de-
rived from the sale of assets.

The Bureau of the Census estimates
that, among the 11 million persons
aged €5 years and over in 1943, about
3.5 million had no money income {(as
defined) that year and that, of the
7.8 million. with money income, abouk
2.3 million had incomes of IJess than
$500 and about the same number fell
in the class $200-1,000. There were
about 1.4 million persons in the ¢lass
£1.000-2,000, about half that number
with incomes from $2,000 to $3,000.
and close to half a million in the class
$3,000-5,000. Perhaps 170,000 had in-
comes between $5,0080 and $10,000,
and a possible 60,000 had incomes of
$10,000 or more (table 1),

How does an income distribution
based on the fax returns with a spe-
cial exemption compare with the dis-
tribution developed by the Bureau of
the Census? Beiore an answer is at-
tempted, the limitations of the in-
come-tax return as a souree of in-
formation on the income of the aged
should be looked at.

Tp oegin with, not all ineome is re-
ported to the Burean of Internal Rev-
enue. Fewer than hall the income
recipients among the aged in 1948
filed income-tax returns for that
vear, to judge from the fact that spe-
cizl exemplions for age or blindness
were claimed in about 3.4 miilion re-
turns only (table 2). The half or
more of the aged income recipients
who did not file an income-tax return
were all or nearly all in the low-in-
come brackets. They incinded per-
sons all or most of whose income was
derived from the following tax-ex-
empt sources, which bulk large in the
income pattern of the aged: '

(1) Gross income from taxable
spurces (sarnings, dividends, interest,
rents, etc.) of less than S600; (2) old-
age assistance and obher forms of
public assistance; (3) benefit pay-
ments under old-age and survivors
insurahce, the railroad retirement
program, and the program for veter-
ans; {4) anpuiitiez and pensions for
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that portion representing s return of
premiums paid in by the taxpayer);
and (5) gifls, bequests, inheritances,
and contributions by relatives.

Income derived from these sources
is not only exempt Irom income tax
but, except for waee and salary in-
¢ome in item 1, is not reported as in-
come, and hence is not veflected in
table 2, among whose 52 million re-
turns are some 16 million with re-
portable but not taxable income.

A second possible limitation relates
to the fact that the special exemp-
tion may be claimed for either age
or blindness.” The Income-tax form
contains separate entries for exemp-
tions for age and for blindness, hut
information is not available on the
number falling into each of these
groups. The limitation is not serious,
bowever. On the basis of earlier ex-
perience with the special deduction of
$500 for blindness of the taxpayer,
available in 1947 and earlier years,
the Bureau of Interna! Revenue is in-
clined to believe that the number of
exemptions for blindness ineluded in
the total number of special exemp-
tions is not large. Persons 65 years of
age and over outnumber the blind of

! Two exemptions may be claimed by an
individual who ts hoth agzed and blind.
Some idea of the numder of such indl-
vlduals may be obtained by comparing the
total number of exira exemptions with
the number of extra exzemptions in the
joint returns of husband and wife. The
difference in table 2 between the number
of returns with special exemptions and
tha number of suck exemptions is #07.-
375. This is presumably the number of
returns with two exemptions. (Four ex-
emptions could be claimed on one refurn
filed by an aged and blind person who has
an aged and blind spouse, but the num-
ver of such cases iz probably quite
smsall.} The extra exemptions in the 1,-
968,208 jeoint returns of hushand and
wife with speeial exemptions [teble 3)
numbered 897,843, nearly all of which
may be presumed ko represent special ex-
emptions for an aged or bilind spouse.
The difference between 507,379 and 887,-
842—gbout 10,000—may he taken as a
rough indieation of the number of indi-
viduals claiming exemptions for hoth age
and biindness.
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Table 1.—Persons aged 20 and over and
persons aged 65 and over, by money
income, 1948

[In thousands]

Persons aged 65

and over
Number [
. of As
Money income g;%ogg percent
- of
and over | Number persons
aged 20
and over
Total number
in population'| 95, 910 10, 980 11.4

Number of per-
sons without in-

COME. - oo 30, 570 3,490 11.4
Number of per-

sons with in-

[70) ¢ o\ TS 65, 340 7,490 11.5
LSS oo cccmeeeaae 260 20 7.7
$1499. ... 8, 550 2,320 27.1
500-999_ ... 8,530 2,260 26.5
1,000-1,499_______.__ 7,450 930 12.5
1,500-1,999_______.__ 7,170 510 7.1
2,000-2,499.__________ 8,730 460 5.3
2,500-2,999______.___ 8, 590 280 4.2
3,000-3,999________._ 9,990 350 3.5
4,000-4,999_______.._ 3,950 130 3.3
5,000-5,999. . ____._. 1,780 80 4.5
6,000-9,999_______._. 1, 540 90 5.8
10,000 and over._._. 800 60 7.5

JRepresents estimated civilian noninstitutional
population of the United States in April 1949 and in-
cludes approximately 393,000 members of the Armed
Forces living off post or with families on post.

Source: Estimated from Bureau of the Census,
“Income of Families and Persons in the United
States: 1948 (Current Population Reports, Congumer
Income, Series P-60, No. 6), table 12.

all ages about 40 to 1. It would be
reasonable to assume that not more
than 2 or 3 percent of the special ex-
emptions were for blindness, although
the proportion may have been higher
in some income classes.

A third possible limitation concerns
the inclusion of joint returns of hus-
band and wife in the count of both
the total number of returns and re-
turns with special exemptions. Of the
gross total of 52 million returns, 29.7
million or 57 percent were joint re-
turns. Joint returns with special ex-
emptions numbered 1,968,208, or 58
percent of all returns with special ex-
emptions (table 3). The close corre-
spondence in these two proportions
suggests that the presence of joint re-
turns in the data introduces no spe-
cial problem affecting the over-all
proportion of returns filed by aged
persons.

Most joint returns represent one
income split between husband and
wife for tax purposes; about 1 in 4,
however, to judge by data from the
returns for 1943 and 1944 (similar
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data are not available for later years),
cover the incomes of two income re-
cipients. The relevant consideration
is the extent to which the individual
incomes in the returns with two in-
comes, when distributed within the
appropriate income classes, would af-
fect the number and proportion of
returns with special exemptions —
those filed by aged persons-—in each
income class. It would be reasonable
to assume that the effect in general
would be to redistribute in lower in-
come classes the individual incomes
now merged with those of the spouse
and scattered all over the income
scale but relatively more frequent in
the middle- and upper-income brack-
ets. If the 1-in-4 ratio for double in-
comes in joint returns can be as-
sumed for joint returns with special
exemptions in 1948, then it is likely
that there were about 3.9 million aged
income recipients represented in the
tax returns rather than 3.4 million,
and that the 1 million income recipi-
ents in the 0.5 million returns with
two incomes were located at lower
levels on the income ladder than the
places the 0.5 million “individuals”
now occupy in tables 2 and 3 by vir-
tue of the additional income of the
spouse. In sum, the presence of joint
returns in the income-tax data prob-
ably results in some overstatement of
the income of the aged, but how
many are affected and by how much
their income is overstated is not
known.

Of the three limitations, the first,
relating to the nonpresence in the
income-tax returns of several million
aged persons with low incomes, is the
most consequential. Useful compari-
sons between Census estimates and
estimates based on Bureau of In-
ternal Revenue data on the number of
aged in specified income classes can
be made only for incomes large
enough to be reflected in the tax re-
turns. Ordinarily the minimum in-
come for this purpose would be $600,
but because a considerable number of
aged persons in the income group
$600-1,000 have income from tax-
exempt sources, enumerated earlier,
it is advisable perhaps not to com-
pare the estimates for incomes of less
than $1,000. Even in the $1,000-2,000
class, enough exempt income is prob-

Table 2.—Federal income-tax returns
by individuals,! taxable and non-
taxable, by adjusted gross income
classes and by number of special
exemptions for age or blindness, 1948
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| Returns with | NI
Iy ber of
spocial exemp- special
. tions for age or e}()emp-
Adjusted N ultﬁbm blindness ltigns .
gross income . claime
returns for age
T Percent or
Numm- | “ofall | blind-
: returns | ness
!
Total.____ 52,072,00613,388,154 6.5 (4,205,629
Noadjusted
grossincomie .. 326,309 38,509 11.8 | 48,435
Under $500__.| 3,299,919} 178,514 5.4 | 212,196
500-999_ . .. 4,471,102] 468,122 10.5 | 562,275
1,000-1,400__ . 5,178,887 523,484, 10.1 | 646,210
1,600-1,999____| 5,966,397 462,513 7.8 ] 586,014
2,000-2,499____| 6,296,154} 404,395 6.4 | 525,942
2,500-2,999____| 6,163,256| 311,233 5.0 | 409,843
3,000-3,999____| 9,396,744] 406,789 4.3 | 527,126
4,000-4,999_ ___| 5,094,747 197,660 3.9 | 257,081
5,000-5,989____| 2,310,295} 101,125 4.4 | 130,909
6,000-6,999_ ___1 1,162,828 63,973 5.5 82,800
7,000~7,099____| 590,026| 38,496 6.5 50,140
8,000-8,009____1 354,540, 27,686 7.8 36,338
9,000-9,999_. __1 248,517} 21,049 8.5 27,762
10,000-24,999__| 958,204| 104,076 10.9 | 138,230
25,000-49,999 _ _ 185,076 26,640 144 |. 35,620
50,000-99,999 _ _ 52,725 9,588 18.2 12,928
103,000-4¢9,999, 15,716 4,002 25.5 5,420
500,000 or
more____... 564 210 37.2 260

1 Includes joint returns of husband and wife.
Source: Preliminary data, Bureau of Internal
Revenue, Statistics of Income for 1348.

ably received to make the tax returns
an unreliable indicator of the in-
comes of aged persons in this bracket.

The data in tables 1 and 2 indicate
that in the income classes between
$1,000 and $2,500, the Bureau of the
Census estimate is consistently larger
than an estimate derived from in-
come-tax returns, the difference nar-
rowing as $2,500 is approached. Be-
yond this figure the income-tax
source yields the larger estimate, the
spread between the two estimates in-
creasing with size of income. In the
class $10,000 and more, the estimate
to be derived from the tax returns is
more than twice as high as the Cen-
sus estimate.

How are these differences to be in-
terpreted?

Bureau of the Census estimates are
based essentially upon the memory of
the person interviewed. There is some
evidence that persons reporting their
income to an interviewer tend to
understate income. Occasional earn-
ings, gifts, small dividends, and public
assistance payments received for a
brief period are likely to be forgotten
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a year later. The household member
usually interviewed, furthermore, is
the housewife, who may confuse take-
home pay with total earnings and
who sometimes may not be aware of
the fuli amount of her husband’s
earnings or of othér sources of in-
come of which he may be the re-
cipient.

It would be reasonable to conclude

n{-‘ tha mnoareang in the
uiC  pPCILSUILS 1L uwilie

Census estimate shown in table 1
belong in a higher income bracket
than the one in which they have been
placed as a result of the survey. A
redistribution of the individuals in-
volved, on the basis of more complete
information, could conceivably yield

largayr tntalg in all tha placeeg hecin-
1al'ECT wolass 1l aqi vl CiasS5CSs 0CE1

ning with $1,000 with perhaps no re-
duction in the size of the group with
incomes less than $1,000, since some
of the persons classified by the Bureau
of the Census as not in receipt of
any money income in 1948 probably
had some income in that year, as will
be noted later, and belong in the
$1-499 group.

Still another problem is presented
by the fact that the Census income
distributions are based on a sample
of the population and not on a com-
plete census. No matter how carefully
a sample is selected, inflation of the

that manv
vilay Hially

- results to yield estimates for the total

population inevitably entails some de-
gree of error. The sampling error is
particularly large where small num-
bers are involved. One reascn for the
increasing disparity at the upper end
of the income distribution between
Census estimates and income-tax re-
turns is the growth in sampling
variability as the number of persons

affoected declines
aaecie QecCiines.

Considerations of a different char-
acter are involved in the income-tax
data. Aged persons reporting incomes
of less than $1,000 to the Bureau of
Internal Revenue represent only a
small part of the total number in this
class, for reasons cited earlier; the

same thinge to a2 somewhat lesser ex-
same tning, a somewnayt 1e8ser €x

tent, is true of the group with in-
comes between $1,000 and $2,000.
Since the exempt-income sources need
not be reported, many individuals are
lower in the income scale shown in
table 2 than they would be if all in-
come were reportable. As in the case
of the Census estimates, therefore,
adjustment of the data to reflect in-
come distribution more accurately
would necessitate an upward redistri-

‘bution of the individuals affected.

The upward adjustment is appropri-
ate, however, for the lower end of
the income scale only.

Table 3.—Federal income-tax returns by individuals, taxable and nontaxable,
by adjusted gross income classes, joint returns of husband and wife, and
number with special exemptions for age or blindness, 1948

Returns with special exemptions
Allreturns for age or blindness
Joint returns of Joint returns of
Adjusted gross income husband and wife hushand and wife
Total Total
As As

Number pereent Number percent

of total of total
Total o 52,072,006 | 29,695, 806 57.0 3,388,154 1, 968, 208 58.1
No adjusted gross income._._.__ 326,309 210, 961 64.7 38, 599 18, 647 48.3
Under $500_ - - oo 3,299,919 396, 624 12.0 178, 514 62,470 35.0
500-999. . .- - 4,471,102 1,061, 539 23.7 468,122 173,425 37.0
1,000-1,499_ . __ ol 5,178,887 | 1,906,277 36.8 523,484 246, 311 47.1
1,00()4,999, - -l 5,966,397 | 2,588,124 43.4 462, 513 272,959 59.0
2,000~2,409 -1 6,206,154 3,197,176 50.8 404, 395 266, 201 66.0
2,500-2,999_ . _ 6,163, 256 3,753,312 60.9 311,233 213, 948 68.7
3,000-3,999. _ .| 9,396,744 | 7,067,034 75.2 406, 789 300, 594 73.9
4,000-4,999__ .. _] 5,094,747 4,313, 046 84.7 197, 660 144, 599 73.2
5,000-5,699_ . ... _1 2,310,295 2,068,472 89.5 101,125 72,814 72.0
6,000-6,999_ ... .. o 1,162,828 1,042,331 89.6 63,973 42,423 66.3
7,000-7,999_ . __ - 590, 026 522,916 83.6 38,496 25,924 67.3
8,000-8,999_ . __._ - 354, 540 309, 592 87.3 27,686 18,424 66.5
9,000-9,990. . ._. - 248, 517 215, 409 86.7 21, 049 13,913 66.1
10,000-24,999__ . - 958, 204 825, 595 86.2 104,076 67,881 65.2
25,000-49,999_ . . _ - 185, 076 159, 225 86.0 26,640 17,706 66.5
50,000-99,999____ - 52,725 44,920 85.2 9, 588 G, 506 67.9
100,000-499,999. . - 15,716 12, 898 82.1 4,002 2,747 68.6
500,000 OF TNOTe._ -« .. oocumonaoe : 564 356 62.9 210 116 55.2

Source: Preliminary data, Bureau of Internal Revenue, Statistics of Income for 1948,
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At the $2,750 level the number of
joint returns of husband and wife
(among the group with special ex-
emptions for age or blindness) be~
comes larger than the number of
one-person returns, a situation which
calls for a downward adjustment to
take account of the dcuble incomes
in some of the joint returns. The

two adjustments may cancel each
other out in the $2,500-3500 class

Luilcl ild UilC @4,0uv sdVU Lichas,

but beyond this interval the net ef-
fect of the adjustments is probably
in the direction of a lower income
classification for the individuals con-
cerned.

If the modifications that seem in-
dicated in the Census estimates and

the income-tax data are given effect

vile AL -taa Uald dlC 5aveil LTy,

a rough picture of the income distri-
bution of aged persons would look
somewhat as follows.

Among the 11 million persons aged
65 years and over in 1948, about 3
million? had no money income, about
2.5 million had money income of less
than $500, and about 2.3 million had
money income between $500 and
$1,000. Income recipients in the class

$The number of persons in the no-
income group in the Census estimate is
3.5 million. That the size of this group is
overstated becomes evident from an exam-
ination of the number of aged persons
with income from known sources. Accord-
ing to the Bureau of the Census report,
“Work Experience of the Population in
1948 (Current Population Reports, Labor
Force, Series P-50, No. 15), 3,460,000 per-
sons aged 656 years and over in December
1948 had some paid employment during
the year. In the same month, 1,581,000
aged persons were receiving old-age and
survivors insurance, 682,000 were on the
benefit rolls of other social insurance
and related programs, and 2,495,000 were
receiving old-age assistance. After al-
lowances are made for an overlap between
old-age and survivors insurance and old-
age assistance equivalent to 10 percent of
the insurance beneficiaries and an overlap
between all forms of social insurance and
employment equal to 10 percent of the
insurance beneficiaries, the total number
with income from these.sources is 7.8
million, or 0.3 million more than the
Census estimate of aged persons with in-
come. Since several hundred thousand
aged persons must have had money income
from other sources only (commercial in-
surance annuities, industrial pensions,
dividends, interest, contributions from
friends or relatives) the number with no
money income could not have been larger
than 3 million and was probably below
that figure.

Social Security



$1,000-2,000 numbered perhaps 1.6
million. About three-quarters of a
million were in the income class
$2,000-3,000; about half a million in
the income class $3,000-5,000; about
0.2 million in the class $5,000-10,000;
and about 0.1 million had incomes of
$10,000 or more.

Examination of the relative fre-
quency of aged persons in the dif-
ferent income classes indicates that
there were somewhat more aged per-
sons in the low-income groups than
would be expected from their propor-
tion in the population or among in-
come recipients, and that they con-
stituted a smaller-than-proportion-
ate share of the persons in the
middle-income groups. These find-
ings correspond with our general im-
pressions concerning the place of the
aged in the counfry’s income struc-
ture. What is not generally known,
however, is the relatively large place
that they occupy in the high-income
group.

In 1948 approximately 1 income
recipient in 10 was 65 years of age
or over. Among persons with incomes
of less than $1,000, however, about 1
in 4 was aged. The ratio dropped to
3 or 4 per 100 in the income classes
from $3,000-4,000 and then rose again.
At the $10,000 level, perhaps 10 in
every 100 income receivers were 65
years of age or over; at the $50,000
level, perhaps 16 in every 100; at the
$100,000 level, perhaps 23 in every
100. Though the high-income aged
persons were few in absolute num-
bers, they comprised an increasing
proportion of the total group of recip-
ients in the higher-income brackets.

Census data on living arrangements
and studies made by the Social
Security Administration of the cir-
cumstances of old-age and survivors
insurance beneficiaries and old-age
assistance recipients provide a basis
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for some observations concerning the
major sources of income in the dif-
ferent income classes.*

The 3 million in the “no-income”
group included some persons living
on withdrawals from savings and
sale of assets. More than 9 in 10 were
living with related persons and pre-
sumably were being supported by
them in whole or part. More than 8
in 10 were women, almost half of
whom were living with a husband who
was probably an income recipient.

Almost half the 2.5 million persons
with money incomes less than $500
were old-age assistance recipients;
about one-quarter were old-age and
survivors insurance beneficiaries.
Probably fewer than 10 percent had
any income from employment. More
than three-fourths were living with
related persons and may have been
supported in part by them.

Old-age assistance recipients and
old-age and survivors insurance ben-
eficiaries comprised the bulk also of
the 2.3 million persons in the income
class $500-1,000. More than 6 in 10
may have been supported in part by
the relatives with whom they were
living.

Earners probably outnumbered as-
sistance recipients and old-age and
survivors insurance beneficiaries
among the 1.6 million persons with
incomes between $1,000 and $2,000.
There were more beneficiaries of
social insurance and related programs
than there were assistance recipients,
the reverse of the situation in the

¢+ The estimates are based in part on
estimates of the incomes of aged old-age

- and survivors insurance beneficiaries and

of old-age assistance recipients, prepared
by the Social Security Administration
for the House-Senate Joint Committee on
the Economic Report and published in the
Committee’s report on low-income fami-
lies (pp. 11, 12).

income classes below $1,000. The
number living with relatives was
proportionately larger than among
persons in the $500-1,000 class, but
probably more of such related per-
sons were dependents- rather than
sources of support.

At income levels above $2,000 the
relative number of persons with in-
come from employment increased.
There was a sharp decline in the
number of old-age and survivors in-
surance beneficiaries, and there were
no public assistance recipients.

The pattern that may be traced
shows, in brief, a shift from complete
or almost complete dependence on
relatives in the no-income group to
support of relatives as income rises;
considerable dependence on pukblic as-
sistance income in the very low in-
come brackets and some dependence
on this source in the moderately low
brackets. Social insurance benefit in-
come bulks large in the moderately
low inccme group and becomes less
prominent as one leaves the low in-
come group. At the $1,000-2,000 level
earnings from employment tend to
replace relatives, public assistance,
and social insurance benefits as a
major income source. Considerably
further up the income scale—at the
$100,000 level, to judge from the
income-tax returns, for persons of
all ages, but probably at a lower level
for aged persons—income from ac-
cumulated assets (dividends, interest,
and so on) becomes more important
than earnings.

Additional information on the rel-
ative importance of these sources of
income at various income levels may
be available shortly as a result of
special tabulations planned by the
Social Security Administration from
schedules taken by the Bureau of the
Census in the course of its postenum-
eration survey.
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