Veterans’ Pension Act of
1959*

On August 29, 1959, the President
signed the Veterans’ Pension Act of
1959, which became Public Law 86~
211, The legislation revises, effective
July 1, 1960, the non-service-con-
nected pension programs for veterans
of World War I, World War II, and
the Korean conflict and for their
widows and children. It does not
affect payments to veterans with a
service-connected disability or those
to widows or children of a veteran
whose death was service-connected.

At the end of June 1959, there were
22 million veterans of these three
conflicts and about 2% million wid-
ows and surviving children of de-
ceased veterans, who might be af-
fected by the provisions of the 1959
Veterans’ Pension Act. Former mem-
bers of the armed services during
peacetime and their dependents or
survivors are not eligible for non-
service-connected pensions under
either the old or the new law.

Major Provisions

The new law makes the widows and
children of veterans who had had 90
days’ active service in World War II
or the Korean conflict eligible for
pensions on the same basis as the
widows and children of World War I
veterans. The survivors of veterans
of World War II or the Korean con-
flict have been ineligible for a pen-
sion unless the veteran at the time
of his death had some degree of
service-connected disability.

The 1959 law sets up a sliding scale
of benefits, related to financial need
and resources, for all veterans, wid-
ows, and children going on the rolls
after June 30, 1960. (Persons on the
rolls on June 30 may choose to re-
ceive benefits under the new pension
plan or to continue under the old
system.) Currently the same flat-
rate benefit is paid to all qualifying
veterans regardless of any variations
in the amount of their income (with-
in the maximums stated in the law)
or the number of their dependents.
For veterans and survivors with low

* Prepared by Thomas Karter, Division
of Program Research, Office of the Com-
missioner.
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incomes the new law provides pen-
sions that are higher than for those
with larger incomes; additional
monthly amounts are paid for de-
pendents. The value of assets will be
a factor in determining eligibility for
a pension beginning July 1, 1960; at
present, assets are not considered in
determining eligibility.

Under the old law a veteran who
does not have a service-connected
disability may be paid a non-service-
connected pension under specified
circumstances. All Spanish-American
War veterans, as well as veterans of
earlier wars, are eligible for such a
pension regardless of their economic
condition. Veterans of World War I,
World War II, and the Korean con-
flict are eligible if they meet certain
conditions relating to disability, un-
employability, and income.

The disability and unemployability
provisions are not changed by the
new law. Veterans aged 65 or over
are considered permanently and
totally disabled if they are unable to
follow gainful employment because
they have a condition rated 10 per-
cent or more disabling; most aged
pension applicants have been able to
establish a disability rating in recent
years. For veterans under age 65, the

disability provisions are much more
stringent.

The income test, however, is
changed by Public Law 86-211. Table
1 shows the maximum income allowed
under both the old and the new law,
as well as the amounts of the differ-
ent types of pension (veteran’s, wid-
ow’s, and orphan’s). Veterans, for
example, may currently receive $66.15
a month if their annual income does
not exceed $1,400 and they have no
dependents or $2,700 if they have de-
pendents. For those who have been
on the rolls more than 10 years or
who are aged 65 or over, the pension
is $78.75. Under the new law, a vet-
eran without dependents will be eligi-
ble if his annual income is not more
than $1,800; veterans with depend-
ents may receive a pension if the in-
come is not more than $3,000. The
amount of the pension will vary with
income and the number of depend-
ents—from $100 a month for a vet-
eran with income of $1,000 or less
and with three or more dependents
to $40 a month for a veteran who
has no dependents and whose annual
income is $1,201-$1,800. The monthly
rates are increased by $70 when the
veteran needs regular aid and at-
tendance.

Table 1.—Comparison of pension rates for veterans and their dependents under
old law and new law

Through June 30, 1960

Beginning July 1, 1960

Type of pensioner
Annual
income

Monthly
pension amount

Annual
income

Monthly
pension amount

Veteran,! no dependents_..{ $1,400 or less__| $66.15or $78.75 if over
age 65 or on pen-
sion rolls 10 years
or more.

Veteran ! with dependents_| $2,700 or less..| $66.15 or $78.75 if over
age 65 or on pen-
sion rolls 10 years
or more (no allow-

$600 or less_...| $85.
$601-1,200. ... $70,
$1,201-1,800-___} $40.

$1,000 or less..] $90—1 dependent;
$95—2 dependents;
$100—3 or more,
$1,001-2,000....| $75—1 or more de-

ance for depend- pendents,
ents). $2,001-3,000....| $45—1 or more de-
pendents.
Widow, no children.._.... $1,400 or less..| $50.40_ . .. $600 or less....| $60.
$601-1,200. ... $45.
$1,201~1,800....| $25.
Widow and 1 child__._____ $2,700 or less..| $63, plus $7.56 for | $1,000 or less..| $75, plus §15 for each
each additional additional child.
child. $1,001-2,000_...| $60, plus $15 for each

Orphan

- $1,400 or less..| $27.30 for 1 child,
$40.95 for 2 chil-
dren, $54.60 for 3
children, and $7.56
for each additional
child

additional child.
$2,001-3,000__..| $40, plus $15 for each
additlonal child.
$1,800 or less 2.| $35 for 1 child, plus
$156 for each addi-
tional child.

1 For a veteran needing regular aid and attendance,
the pension under the old law is $135.45; under the
new law, the basic amount to which the veteran

is entitled is increased by $70.
2 The annual incoms test applies to each child in
a family and not to the total family income.
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Estimated Costs

The cost of pensions for persons on
the rolls as of June 30, 1960, will be
higher under the new law than under
the present law because such persons
will have the option of receiving
either their present pension amount
or the amount authorized under the
new law, whichever is to their advan-~
tage. Some persons—the widows of
World War II veterans, for example
—who are not now eligible will be
added to the rolls. The other persons
added to the rolls after June 30, 1960,
will receive — on the average — a
smaller pension than they would
have been entitled to receive under
the present law.

On June 30, 1959, a total of 880,000
veterans were receiving non-service-
connected pensions, and 841,000 had
had service in World War I, World
War II, or the Korean conflict. There
were also 485,000 widows and 167,000
children of 528,000 deceased veterans
who had served during these three
conflicts.

It is estimated that 2 out of 3 of
those receiving pensions as of June
30, 1960, will have the amount in-
creased as a result of the new law.
It is estimated also that 278,000 cases
will be added to the pension rolls as
of July 1, 1960: (1) 206,000 ‘“widows
equalization” cases, resulting from
the provision under which widows
and children of veterans of World
War II and the Korean conflict will
be entitled on the same basis as the
survivors of World War I veterans;
and (2) cases based on the service of
32,000 living and 40,000 deceased vet-
erans, resulting from the liberalized
income provisions of the new law.

In the first year of operation, it is
estimated that the new law will add
$309 million to program costs. (In
the fiscal year 1958-59, expenditures
were $1,153 million—$815 million for
living veterans and $338 million for
the survivors of deceased veterans.)
The “widows equalization” provision
will cost $154 million, living veterans
will receive an additional $105 mil-
lion, and payments made to survivors
of deceased veterans will increase by
$50 million.

By the fiscal year 1963-64, the total
amount scheduled to be paid to living
veterans will be no higher than the
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amount now being paid. Actually, it
will then begin to show a reduction
from present costs; the cost of higher
pensions paid to the low-~income
group among those who were on the
rolls before July 1, 1960, will be more
than offset by the lower average pay-
ments tc new entrants. Payments
made with respect to deceased vet-
erans will be higher until 1970 as a
result of the new law but thereafter
will decline. The “widows edqualiza-
tion” provision will, of course, never
result in cost reductions.

The peak pension caseload, esti-
mated at 4.5 million, will be reached
in 1995. In that year the veteran
population will number 11 million—
about haf the present total — of
whom 8.6 million will be over age 65.

In the course of the next 40 years
the new provisions will add $9.3 bil-
lion to the cost of the pension pro-
gram. The “widows equalization”
provision will cost $22.7 billion. There
will be a reduction of $13.2 hillion in
payments to living veterans and of
$0.2 billion in payments to the sur-
vivors of deceased veterans, as a re-
sult of the sliding scale.

Determination of Need

Definition of income.—In deter-
mining annual income under the new
law, the following types of payments
will be excluded: (1) the 6-month
gratuity payable in a lump-sum on
the death of a veteran with a service-
connected disability; (2) payments
by public or private relief or welfare
organizations; (3) veterans’ pensions
and compensation and dependency
and indemnity compensation paid by
the Veterans Administration; (43
payments under policies of United
States Government life insurance or
national service life insurance and
under the special life insurance pro-~
gram for veterans of the Korean con-
flict; (5) lump-sum death payments
under the Social Security Act; (6
payments to an individual, equal to
his eontributions, under public or pri-
vate retirement, annuity, endowment,
or similar plans or programs; (7)
amounts equal to the sum paid by a
widow or child of a deceased veteran
for his just debts, the expenses of his
last illness, and his burial expenses to
the extent that they are not reim-
bursed by the Veterans Administra-

tion; and (8) proceeds of fire insur-
ance policies.

Income of wife. — At present a
wife’s income is not counted in deter-
mining a veteran’s eligibility. In de-
termining annual income under the
new law, the wife’s income in excess
of $1,200 will be considered as the
income of the veteran, unless to do
so works a hardship on the veteran.

“Waiver of income.”—The new law
repeals the waiver-of-income clause,
under which veterans may elect to
reduce the amounts that they receive
under certain public and private re-
tirement plans in order to meet the
income test and thereby qualify for
a veteran’s pension. (Old-age, sur-
vivors, and disability insurance is not
one of the programs that permitted
a waiver of income.}

Net worth limitation.—Under the
old law the value of assets owned by
veterans or by their survivors is not a
factor in eligibility for a pension. The
new law grants the Administrator of
Veterans Affairs the authority to
deny or discontinue a pension when
the net worth of the veteran, widow,
or child is sufficiently large that it is
reasonable for a part of the assets to
be used for maintenance.

Retirement Benefits

The treatment of retirement bene-
fits from old-age, survivors, and dis-
ability insurance or another public
or private pension plan is not
changed by the new law, except for
repeal of the waiver-of-income pro-
vision. Public and private retirement
payments will continue to be ex-
cluded from consideration as income
until the veteran has received in
benefits the amount he paid into the
retirement plan.! After the veteran
has recouped his original dollar out-
lay in these plans, all future benefits
will be counted as income.

For a person with no income other
than an old-age, survivors, and dis-
ability insurance benefit, for example,
the effect of the “recoupment” pro-

1 A provision of the 1959 amendments
to the Railroad Retirement Act, effective
July 1, 1959, excluded railroad retirement
benefits as income for determining eligi-
bility for a veteran’s pension. Section
8(c) of the new veterans’ law repealed
this favorable treatment of railroad re-
tirement benefits, as of July 1, 1960.
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Table 2.—Illustrative monthly old-
age, survivors, and disability insur-
ance benefits and veteran’s pension
payments

el COM-
Type of beneficiary %‘instglf begin- Ofi}i}) I
and benefit level benefit! | TN |yeteran’s
July 1, pay-
1960 ments
Aged retired male:
Minimum $118.00
Average.___.. _ . 146.00
Maximum__._______ 120.00 40.00 160.00
Aged retired couple:
Minimum..______.__ 90.00 139.50
Average._____ 75.00 194.00
Maximun._ 45.00 225.00
Aged widow:
Minimum___________ 33.00 60.00 93.00
Average______ - 56.00 45.00 101.00
Maximum_._________ 90.00 45.00 135.00
‘Widow and one child:
Minimum___________ 49.60 75.00 124.60
Average._____._._____ 124.00 60.00 184.00
1%0.00 40.00 220.00

Maximum____.__.__ \

i Maximum and minimum amounts payable in
mid-1960; average represents average amount being
paid at the end of February 1959.
vision is to currently provide a grace
period of 1 or possibly 2 years during
which he may receive the maximum
pension in addition to the insurance
benefit. The maximum contribution
that a wage earner could pay into the
old-age, survivors, and disability in-
surance trust fund during 1937-60 is
$1,290.2 Such a person would be eligi-
ble in 1960 for a monthly retirement
benefit of $120. After about a year,
therefore, such a person would be en-
titled only to a partial pension. The
grace period will be longer, of course,
in the future. By 1980, for example,
the maximum contribution a wage
earner will have made for old-age,
survivors, and disability insurance
will be $5,250, the maximum monthly
benefit will be $126, and the grace
period for such a wage earner will be
about 31, years.

Table 2 shows the maximum and
minimum old-age, survivors, and dis-
abilty insurance benefits payable in
1960 and the average monthly bene-
fits paid in February 1959 for a re-
tired aged worker, an aged couple, an
aged widow, and a widow with one
child. It also shows the monthly vet-
eran’s pension payable to eligible per-
sons assuming they qualify and had

2If an individual’s earnings included
some amounts from covered self-employ-
ment after 1949, the maximum contribu-
tion would, of course, be larger.
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no other income and that the grace
period had passed.

Comparison With Public
Assistance Cost Standards

In determining a person’s need for
public assistance, State public wel-
fare agencies consider the resources
and income available to the person,
and the amount of money needed to
maintain the level of living estab-
lished by each State for its assistance
program. The level of living is usually
determined by each State on the
basis of quantity-quality cost stand-
ards for specified consumption items.
All States include food, clothing,
shelter, fuel, and utilities among the
“basic” requirements of all persons.
Most States also include such items
as personal care, medicine chest sup-
plies, and household supplies, and
some States consider additional
items. Medical care, on the other
hand, is treated as a special need and
not included in the cost standard.

The cost standard in each State
represents the maximum amount of
assistance that would be paid to a
person with no other income and no
special needs. Not all recipients,
however, receive a payment sufficient
to enable them to purchase all the
goods and services included in the
cost standard. Most States have
maximum limitations on individual
assistance payments, and some States
reduce payments on a percentage or
flat-reduction basis because of inade-
dquate funds.

Any comparison of the amounts
payable under the new sliding scale
for veterans’ pensions and those un-
der public welfare agency procedure,
in terms of levels of adequacy, must
nevertheless be made on the basis of
cost standards developed by the
States. Actual assistance payments
cannot be used for two reasons. Some
assistance recipients have other in-
come and thus receive payments less
than the standard, and some States,
because of inadequate funds, reduce
assistance payments to less than es-
tablished need, as determined under
their standards.

The monthly cost standards — in
other words the dollar value of basic
requirements — vary considerably
among the States. Table 3 summar-
izes the cost standards in effect dur-

ing July 1958 for the low, median,
and high States among the 50 States
making complete reports.® The cost

Table 3.—Monthly public assistance
cost standards and veteran’s pen-
sion payments at varying income
levels

Public assistance

(excluding medical Vet-
and other special eran’s
Type of recipient needs), July 1958 | |pension
and amount of begin-
annual income ning
High | M& | 10w (UYL
State State State
Aged person living
alone:
$88 $53 $85
38 3 83
0 0 70
0 0 40
88 53 60
38 31 60
0 0 45
0 0 25
131 78 90
48 0 90
0 0 75
0 0 45
119 79 75
36 0 75
0 0 60
,000___ ! ¢} 0 0 40
Widow and three
children:
241 176 125 105
158 93 42 105
74 6 0 90
0 0 0 70

150 States (excludes Puerto Rico and the Virgin
Islands; also excludes Illinois, which did not submit
a complete report).

standard was $125 a month in the
highest State and $53 in the lowest
State for an aged man living alone;
it was essentially the same for an
aged woman. Half the States had
standards above $88, and half had
standards below that amount.

Also shown in table 3 is the
monthly pension payable under the
new legislation to veterans, widows,
and children at varying income
levels. The table suggests that these
pensions, although more closely re-
lated to financial need than the pres-
ent veterans’ payments, will meet to
a more limited extent the needs of
dependents and survivors, especially

3 Bureau of Public Assistance, Monthly
Cost Standards for Basic Needs Used by
States for Assistance Budgets, August
1959. The analysis excludes Puerto Rico
and the Virgin Islands; it also excludes
Illinois, which did not submit a complete
report.
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those with no income, than public as-
sistance cost standards.

For a single veteran with no in-
come the monthly pension of $85 is
roughly equal to the monthly cost
standard for assistance in the median
State, but the situation is different
for married veterans. A married vet-
eran with no income receives an
additional $5 a month for his wife,
which would meet only a very small
proportion of her basic needs. The
$90 pension payable to a veteran and
his wife is less than the public assist-
ance cost standards in all but two
States. A widow with one child and
no other income receives a monthly
pension of $75, which is $4 less than
the cost standard of the lowest State,
and a widow with three children and
no other income receives a monthly
pension of $105, which is $20 less
than the cost standard in that State.

Although public assistance pay-
ments will not be counted as income
in determining eligibility for a vet-
eran’s pension, veterans’ payments
will, of course, be counted as income
in determining eligibility for public
assistance. In half the States, receipt
of the $85 veteran’s pension would
disqualify an individual from also
receiving public assistance, except
possibly for medical costs. In the
remaining States, veterans receiving
an $85 pension and without other in-
come might receive supplementary
assistance payments.

It should be remembered, more-
over, that — except in aid to the
blind*—a public assistance recipient
with “zero” income literally has no
other income but that veterans or
their survivors with “zero” income
may have some income from the ex-
cluded sources mentioned earlier.
Furthermore, public assistance re-
cipients with income—no matter how
small—have their payment reduced
by the amount of that income on a
dollar-for-dollar reduction basis.
Persons receiving veterans’ pensions
may receive small amounts of income
and continue receiving the maximum
pension.

4 The first $50 a month earned by re-
cipients of aid to the blind is ignored in
the determination of need for public
assistance.

———————
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