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SIXTEENTH ANNUAL REPORT OF THE BOARD OF
TRUSTEES OF THE FEDERAL OLD-AGE AND SUR-
VIVORS INSURANCE TRUST FUND
.; Fiscal Year Ending June 30, 1955.. ...

' 1THE BOARD OF TRUSTEES

The Federal bld'age and survivors insurance trust fund, esta,blished
on January 1i 1940, is held by the Board of Trustees under:the author-
ity of section 201 (b) of the Social Security ,Act, as amended. ;TheBoard is comprised of; three iemb1ers who serve in an ex officio capac-
ity. From January 1, 1040, through!July 15, 1946, ,the three:members
of the Board were the Secretary, of the Treasury,: the Secretary of
Labor, and the Chairman of the Social Security Bopard. OniJuly 16,
1946, under the Reorganization Plan No. 2 of 1946fthe Federal Secur-
ity Administrator became ex officio member of the Board of Trustees
in place'of the Chairman of'the Social. Security Board, which agency
was abolished. On April 11, 1953,.the Reorganiation Plan:No. '.,
of 1953, creating'the'Department of Health,, Education, and Welfare,
went into. effect, and the office. of Federal;Security Administrator wa
abolished. The functions of the Administrator, as ex officio member
of the Board of Trustees were taken over'by, the,Secretary of Health
Education, and Welfare. .The remaining,,membership of, the Board
has not.changed since it was first, established,. The Seoretary of the
Treasury is designated by law as the Managing.-Trustee. The Com-
missioner of Social Security is Secretary of the Board.

FISCAL YEAR HIGHLIGHTS

Under'i thte Social 'Security A'endments, of 1954, approved.Septemn-
ber 1,; 19541 the'; coverage. -of jthe old-age' and s.uWvsiyor insuranTe
program'was extended, beginning, Janugry 1, ;195, )to occupations 'i
which abQutl 10!million additional workers..e eemp!oyeId'd. u tngi
course i6f a year.; These imanendments aloi raised be.net;.jiib. ized
the ,retirement test, 'iincreased: the:,maxlmmu:enings, taxable/.aqdcreditable' to.wa.rd benefits protected.;the.enefi,!.rightso'(0f.. isable4
persons throughi a disibilitty. freezeiprgovisioini,,inrased tne:itimate
tax rates, andi otherwise., modifieed the Aprovisio. qf tj.shprogram. , i
The total .number of beneficiaries under :the.progrm in June 1955

Was .i564;O000;iori17 percei'tnir.e than 'inJ.e.954r;Thero .ere
5,462,000 retirement beneficiaries (old-age benefic'ities, andi their
entitled wives; dependent husbl*nds, jand young children), an increase
6f 19 percent,:snhd'2,li,000 suirvtor .bneficiaries, an increae:o'f',
percent,iov6r lyeari;earlier. he estimated number qf persons with
taxable Leirnings ,under, oldage, and. survivors insurance in calendar
year 1955,was about 68;millio n.. ,' .' :
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OLD-AGE AND SURVIVORS INSURANCE TRUST FUND

Disbursements of the old-age and survivors insurance trust fund
in fiscal year 1965 were $4,436 million, not including $51 million
representing refunds of overpayments of employee contributions.
Receipts net of these refunds were $5,535 million. The net addition
of $1,098 million raised the total assets of the trust fund to $21,141
mulion onJ'une 30, 195gi .. . .
,Tbo disbursements.;of thle'fund in fiscal year 1955 included $4,333
million for'benefits and $103 million 'for administrative expenses, The
receipts included $5,087 million in contributions and $448 million in
interest on investments.
Both disbursemits'anld receipts'sh'oed an incereise over fiscal year1954. Disbursements rose $1,072 million or 32 percent and receipts,

$495 million or 10 percent. The increase in disbursements was the
combined result of the coverage extension and the liberalized eligibility
and benefit provisions included in the amendments adopted duringi950-; anid IJtheilotng-term: growth -of 4the 'aged; pojhilatior. and the
pkoyortiofi 'Of the aged eligible for beiiefits.., The t'rise in trust-fund
teclipts is` accounted for chiefly' by the increase in the (contribution
rate, Whidh went into effect January ;1\ 1954; and' the extended coVerage'
pbtVitions 'effective 'JanuaryY:,1 955 ;i i ...;,..

J EDtiiates: for the 5 fiscal yearst195660 showia further increase iht
theire'ipt'iand disbursements of the'fhhd. , According;to these esti-
miates, at' thbend of' fical 'year' 1960 the; trust fund' will amount to
22.6'to 6: billionn dollars, depending on the economic assumptions
ised, within' eceiptsp of 7.5 to, 8.7 billion'dollars and disbrsements of

t.8 8t'8S2 billioftidollars :in 'that Afiscalyeat. At the'beginnihgoffiscal
year 19586 the trust'ifuind iamouited to -'about '2.6 'times ;the highest
eXpeCted ,aNmiflt disbulrment 'during the5 fiscal year 1956t60.;,..Ll'ong-ragebt 'eostiestmatesi for thle old-age and survivors insranin
program as amended 'in/41'964 show that under highi employment
assumptions~i thelevel' premium'!ost, at 2.4 .percent ihterest;i ranges
from 6.61 'to 8.67 percent of payroll, dePending on the combination of
cost assumptions sele.ted. f

..1 .. , ' *'
: . : . . · ., .

SOCIAL SECURITY AMENDMENTS OF 1964

The 1954 'amendments to the Social Security Act (Public Law 761,
app'ivedl)S6ptd1mbeir,i 1954) will, have 'very.substantial! effckts'.bn;
b'th theiimediaitearid lotng-rang future levels of inhcomte nd dis4
bilrsnei'dtt of thie tiit, fundi The amendmentdafford-:coverage to
initially :il pmplyed persns"hoti previotisly und'eir thie progfanir add

hotipP'otctWd' undeV atiother. Federail'retiremenit system. Benefit
iUotikto ipaiyable 'to both preiset and future' 'beneficiaries were in

ci'ease4:substhtiBall: i' Proviion 'was made; to!' pirtect' th 'biiebefit
fitg i of ihsui'F Wi keiers during period oftprolonged total disability!
The sdi'dulEtof'ohttrbUtibtotl'ate was revied'toi cntihue to reflect
lthei;ihViietat'ttie':sstm be:elfPppo'ting ; ,:
' Th'mbre imprantt Changes significait from' an aotuarial btanpoint
a ere pr etfite ibelk .J ''-,)/*-;,^ !) ;,, ,li !i'. . ,,

1.! Elstiafes'bpe areda't 'the'tiimethri94famhendients were being
considered by 'Congi '~ inmdicAtrd that th'~&(i'aendments, extebde
cot6ragii 'i t'''cupatih ihWhich: nearly 10 million pebpole wore emi
ployed 'in: the:'irsie of ;a year.' About three-fifths of ithemi we
persons in the following groups who .We iicoVredi dn a compulsoq
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OLD-AGE AND SURVIVORS INSURANCE TRUST; FUND

basis: self-employed f.rm operators; certain self-employed profes-
sional persons; additional farm, domestic, and Federal civilian em-
ployees; and some smaller,groups. Coverage under the program was
made possible on a group voluntary basis for State and local govern-
ment employees wio are members of retirement systems (except
policemen and firemen) and for employees .of foreign subsidiaries of
American-companies. Ministers and certain members of religious
orders vere permitted to participate in the program on the basis of
individual election.
About 9 of every' 10 gainfully employed persons are now covered or

eligible for coverage. The groups >who. continue to be excluded from
contributory old-age and survivors: insurance are most Federal civilian
employees; members of the Armed Forces; persons whose earnings are
less than the/amounts required for the coverage of self-employed
persons or of farm and domestic workers'; self-employed lawyers; and
self-cmployed'persons in occupations related to medicine-physicians,
dentists, osteopaths, and so forth.

2. The conditions*under which persons may become eligible for
benefits weref'-lberalized.

(a) Monithly benefits became payable to certain surviving depend-
ents of individuals who died after 1939 and before September 1950
lacking fully insured status under the law then in effect, but who had
at least six quarters of coverage. .,

(b) Persons who cannot meet the requirements of the 1950 amend
ments for fully insured status will nevertheless be fully insured if all
quarters elapsing after 1954 and before July 1956 as well as all quarters
thereafter but before the quarter of death or attainment of age 65
whichever is earlier, are quarters of coverage. This transitional
provision,' intended principally for newly covered.persons, will cease
to be effective for persons who die or attain age 65 after the third
quarter of 1958, when the normal requirements become easier to meet
than the alternative.

(c) Periods of disability (see item 4, below) will not affect insured
status. . ..

(d) Monthly benefits were made payable retroactively for a period
up to 12 months before the month in which 'an application was filed,
provided the beneficiary was eligible therefor.

3. Larger benefits were made payable to future beneficiaries as well
as to persons on the rolls.

(a) Theimaximum amount of annual earnings taxable and creditable
toward benefits was raised to, $4,200.

(b) In computing the average monthly wage of persons who become
eligible'for retirement benefits or die after August 1954 before becom-
ing eligible for retirement benefits, up to 5 years of lowest or no earnings
may be dropped. This "dropout" computation may also bemused for
persons who were eligible for retirement benefits before September
1954 and who have at least:-ix quarters of coverage after June 1953.

(c) Periods of disability: '(se&iteiii 4, below) will hot' reduce the
average monthly wage' for the'-purposeeof benefit computation .

(d) For 'persons whose average monthly 'wage is calculated' on the
basis of earnings after 1950 and the dropout," the primary insurance
amount is 55 percent of the first$1n0of average monthly wage plus
20 percent of the next $240. The minimum primary insurance
amount is $30.
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4 OLD-AGE AND SURVIVORS INSURANCE; TRUST 'FUND

(e) For persons already on 'the benefit rolls, and for future bened
ficiaries whose benefits are computed through the 1939· or 1952 behu-
fit formulas/benefits are increased by use of a revised conversion table
which'provides a guaranteed increase in primary insurance amount
of at least $5 over the amount computed under the 1952 amendment

(/) The minimum benefit for a family containing only one survivor
beneficiary is $30. , ;S:

(g) The maximum monthly amount of family benefits payable with
respect to one wage record is the smaller of $200 or 80 percent of the
average mofithly wage provided that tie latter limit may not reduce
benefits below the larger of $50'or 14 times tlhe primary insurance
amount. The maximum lump-suimdleath payImeht is $255.

4. Benefit rights of persons regularly covered by the program can
be "frozen" during periods of prolonged total disability. In order ti
qualify for the "freeze;" an individual must have an illness, injury, or
other physical or mental impairment which can be expected to be of
long-continued and indefinite duration or to result in death, or the
individual must be blind. He must also have at least 6 quarters of
coverage during the 13-quarter period, and at least 20 quarters of
coverage during the 40-quarter period, that ends with the quarter in
which the period of disability begins. If an individual qualifies for
a disability "freeze" his period of disability will be disregarded in
determining his insured status and in computing benefits due him or
his family.

5. The provisions governing the withholding of benefits because of
work were changed.

(a) The retirement test was placed on an annual basis for both wages
and self-employment income. If an individual's annual earnings are
$1,200 or less, no benefits are withheld. Each $80 (or fraction thereof)
in earnings above $1,200 may result in deduction of 1 month's benefits
for the individual. Benefits are not withheld for any month for which
the individual had $80 or less in wages and did not engage in sub'-
stantial self-employment.

(b) Earnini'gs in noncovered as well as in covered employment are
to be taken into account in determining if benefits shall be withheld.

(c) The age at which benefits may be paid without regard to
earnings was reduced to 72. ·

6. Contribution rates for employees and employers were increased
to 3X perch ech for lnd r 19774an pcentf peach
thereafter. The contribution rates on self-eimployment income are
equal to,,l '1 times the corrcspondig'employee rtes.

Actuarial estimates, prepared at the time the 1954 amendments.were

cent of payroll.'
LEGISLATIVE CHANGE IN 196655

Public Law 325,: enacted August: 9, 1956, extended the provisions,
granting wage credits'of $160.for each.month of active military service
to cover the period after June 30, 1955, and before April 1, 1956.

'1SoUnce- Actiuarl Oost Estlmates for th0e'Oid go'andSrvivors Insurance systemi s Modifiedby t
Boclal Security Amehtdments of 194, prepared for the use of the Committee on Ways and Means by Robet
J. Myers, actuary to the committee, dated August 20, 154.



OLD-AGE AND SURVIVORS INSURANCE TRUST FUND

NATURE OF THE TRUST FUND

Amounts accumulated under the old-age and survivors insurance
program are held in the Federal old-age and survivors-insurance tiuist'
fund, and financial operations under the program are handled through
this find. The primary source of the fund's receipts,. is amounts
deposited in or appropriatedto it under permanent appropriation on
the basis of contributions paid by workers and their employers, and
by individuals with self-employment income, in employment covered
by the old-age and survivors insurance program All employees and
their employers in employment covered by the program are required
to pay contributions with respect to the wages of individual workers.
All covered self-employed persons are required to pay contributions
with respect to their self-employment income. In general, an indi-
vidual's contributions are computed on annual wages or self-employ-
ment income, or both wages and self-employment income combined,
up to a maximurn of $4,200, with the contributions being determined
first on the wages and then on any self-employment income necessary
to make up the $4,200.
Except for amounts received by the Secretary of the Treasury

under State agreements and deposited directly in the trust fund, al
contributions are collected by the Internal Revenue Service and are
paid into the Treasury as internal-revenue collections. However,
sums equivalent to 100 percent of these taxes are transferred to the
trust fund from time to time. Such transfers are first made on the
basis of estimated tax receipts. Periodic adjustments are subse-
quently made to the extent that the estimates are found to differ
from the amounts of contributions actually payable on the basis of
reported earnings.
The Social Security Act as amended, provides that the contribution

rate for employees and their employers shall be 2 percent:each for
the calendar years 1954 through 1959, and that the rates shall rise to
2ipercent each on January 1, 1960, to 3 percent each on January 1,
1965, to 33 percent each on January 1, 1970 and to 4 percent each on
January 1, 1975. The rates of tax on self-employment income are
equal to 1 ' times the corresponding employee rates. An employeewho worked for more than one employer during the course of a year
and paid contributions on wages in excess of the statutory maximum
may receive a refund of the taxes he paid on such excess wages.The amount of taxes subject to refund is a charge against. the trust
fund.
The second source from which receips;of the trust fund are derived is

interest received-on investments held by:thle fund. The investment
procedures of the fund are described later in this section.
The income and expenditures, of the trust fund' are also affected

by Public Law 234, approved October 30, 1951, which amended the
Railroad Retirement Act to provide a new basis of coordination and
financial interchange between the railroad retirement and old-ageand survivors insurance programs. A description of the legislative
provisions governing the allocation of costs between the two systems
appears in appendix II. .. :
The ComptrolleL Generai of the United States, in a decision (B-4906) dat'e,dOctober 11, 1951, held that receipts derived from the

sale of miscellaneous supplies and services may be credited to and form
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OLD-AGE AND SURVIVORS INSVUANCE TRUST FUND

a part of the trust fund, where the initial outlays therefor were paid
from the trust fund. Formerly, these moneys were credited to the
general fund of the Treasury as miscellaneous receipts.

Public Law 719, approved August 10, 1946, provided noncontribi.
tory survivor protection to certain veterans of World War II.Th.
trust fund was reimbursed for the additional costs arising from thee
provisions before September 1, 1950. A summary of the legislative
history of the financing of credit for military service appears in
appendix II.

Expenditures for benefit payments and administrative expense
under the old-age and survivors insurance program are paid out oftMe
trust fund. All expenses incurred by the Department of Health,
Education, and Welfare and by the Treasury Department in carrying
out the provisions of title II of the Social Security Act, as amended
and of the Internal Revenue Code relating to the collection of insurance
contributions, are charged to the trust fund. The Secretary of Health,
Education, and Welfare certifies benefit payments to the managing
trustee who makes the payments from the trust fund in accordance
therewith. Payments are made from an uninvested balance of the
fund held by: the disbursing officer of the Treasury.

Congress- has authorized expenditures from the trust fund of
$26,370,000 for construction of an office building and related facilities
for the Bureau of Old-Age and Survivors Insurance. .
The managing trustee invests that portion of the trust fund which,

in his judgment, is not required to meet current expenditures for
benefits anid administration. The Social Security Act:restricts iper.
missibleinvestments of the trust fund to interest-bearing obligations
of the United States Government or to obligations guaranteed as t0
both principal and interest by the United States. Obligations of
these types may be acquired on original issue at par or by!purchase'f
outstanding obligations at their market price. In addition, the Social
Security Act authorizes the issuance of special obligations exclusively
to the trust fund. iSuch special obligations are required to beoi
interest at a rate equal to the average rate of interest, computed i
of the end of the calendar month next preceding the.date of their
issue borne by all interest-bearing:obligations of the United State
forming: a part of the public debt (where such average rate is note
multiple of one-eighth of 1 percent, the rate of interest on such special
obligations is required to: be the multiple of one-eighth of 1 percent
next'lower than such'i average rate). ,
Interest on public issiles held by the trust fund is received bythe fund at the time the interest is paid on the particular issues

held.- Interest on special issues is payable semiannually--on June 30
and December 31. Public issues acquired by the fund may be soldii
any tinmeby:the managing trustee at their market price. Special issues
may be redeemed at par plus accrued interest; Interest receipts and
proceeds from'the sale or rcdeimption'of obligations held in the truat
fund are-available for investment in the same manner as other receipt
of the fund. Interest earned by the invested assets of the trust fnd
will provide' income to meet a portion of future benefit disbursementThe role of interest in meeting future benefit payments is indicate
in table 11.
O The assets of the trust fund serve in part as a reserve against short
run fluctuations in total contributions and benefit amounts, providing

6



(OLD-AGE :AND. SURVIVORS INSURANCE-TRUST iFOND

a margin. of safety against' relatively sh6rt-term contingencies to
ensure the payment of benefits without sharp changes in rates paid by
contributors.',

REALITY OF THE TRUST FUND

Public discussion of the investment aspects, of ;the old-age and
survivors insurance program sometimes reveals a serious misunder-
standing of the nature and significance of the trust fmnd operations.
The Board of Trustees believes that it hasta responsibility to correct
any misapprehensions among persons who look to the old-age and
survivors inirance, program for basic protection against income loss
because of retirement or deaths
The charge has been made that the requirement of existing law

that the receipts of the pld-age, and, survivors insurance trust fund
which are. not currently needed for disbursements of the program shall
be invested in Government securities constitutes a misuse of the funds:
It is suggested that this type of investment permits the Government
to use social security tax collections to finance ordinary Government
expenditures, and that hence such collections will not be available
to pay social security benefits in future years. It is said that the
securities represent IOU's .issued by the Government to itself and
that the Government will have to tax people a second time for social
security to redeem these IOU's.The investment of'the assets of the trust fund in Federal obliga-tionsi as required by law, is not a misuse of the' money.contributedunder itheinsurance program by covered employees, employers, and
self.employed persons. These contributions'are permanently appropriated by, law to the Federal old-age,and survivors insurance trust
find which is separate from the general funds of the United States
Treasury., All the assets of this fund are kept'available and may be
used only for the payment. of the benefits and administrative expensesof the insurance program ..
When the Treasury pays back money borrowed fromtheotrust fundthe public will not be taxed a second:time for! social, security. IIf

taxes are levied to redeem these curities'held: by the.trust fund, these
taxes will not be levied for th purposerp of.pay-ing . social securitybenefits. Rather, they will belevied for the purposes for which the
money. was ,originally borrowed, such as the costs arising out of
World War II.;. Taxes would have to be raised to pay back the moneyborrowed; to cover the cost of the war, whether the obligations wereheld by the trust fund or by other investors The fact that thetristifundi'rather than other possible investors, holds part of the
Federal debt does not change the purpose for which these taxes must
be levi,...''.:.-,,,'. 'The operation of old-age and, survvors insurance trust fund invest-ient is similar to the investment, of premiums collected by a private
insurance company. A private company uses part 'of its current
)remium receipts for payments to beneficiaries, and for operatingexpenses. The balance of its receipts is invested in income-producing
sets. Such investments are commonly limited by State law to theaflet forms of investment so that policyholders will be assured thatheir claims against th company will be satisfied when they becomeue, Goverpmnent securities ordinarily represent a considerable part.
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8 'OLD-AGE AND SURVIVORS INSURANCE TRUST FUND

of these investments. The purpose of investing these receipts is, of
course, to obtain earnings that will help meet the future costs of the
insurance and thus reduce the premiums the policyholders would
otherwise have to pay for their insurance.

Social security tax collections are handled in much the same way.
Investments of the trust fund, however, are limited by law to only
one type-securities issued by the Federal Government. There are
two principal reasons for such a restriction. One is similar to the
motivation of State legislation dealing with investments of private
insurance companies; it is designed to insure the safety of the fuiid
Government securities constitute the safest form of investment. The
second reason is that it keeps this publicly operated program from
investing reserve funds in competitive business ventures. Such invest-
ments by the trust fund would be completely out of harmony with
accepted concepts of the proper scope of a governmental activity.
The securities held ay the trust fund perform the same function'as
those held by a pr ate insurance 'company. They can be readily
converted into cashlwhen needed to meet disbursements, and the
earnings on these investments make possible a lower rate of contri-
butions than would otherwise be required.

In investing its receipts-in Government securities the trust fund,
as a separate entity, is a lender and the United States Treasury is a
borrower. The trustees of the fund receive and hold securities issued
by the Treasury as evidence of these loans. These Government
obligations are assets of the fund and liabilities of the United States
Treasury which must' pay interest on the money borrowed and repay
the principal when the securities mature.

In other words, the Treasury borrows from a number of sources.
It borrows from individuals, mutual savings banks, insurance com-
panies, and various other classes of investors; and it borrows from the
old-age and survivors insurance trust fund. The securities held by
the fund are backed by the full faith and credit of the United States,
as are all public debt securities;'they are just as good as the public
debt securities held by other investors.
The purchase of Fedeial obligations by the trust fund from the

Treasury does not increase the national debt. The national debt'is
increased only when and to the extent to which the Federal Govern-
ment's expenditures exceed receipts from taxes levied to meet those
expenditures. When such a deficit occurs, the Treasury must borrow
sufficient money to meet the deficit by selling Federal securities. The
volume of the securities sold to meet a deficit is not increased'&b
the purchase of such obligations by the trust fund.' The purchaseof
Federal obligations by the trust fund 'in a period when 'the Treasiur
has no deficit to meet would result only, in a direct or indirect transfer
of Federal debt from other investors to the trust fund. The total
amount of the public debt would remain unchanged.
SUMMARY OF THE OPERATIONS OF TRUST FUND, FISCAL YEAR 1955

A statement of the income and disbursements of the Federal old-age
and survivors insurance trust fund in the fiscal year which begah on
July 1, 1954, and ended on June 30, 1955, and of the assets of the
fund at the beginning and end of the fiscal year, is presented in table'l.
The total assets of the old-age and survivors insurance trust fund
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amounted to $200i43-million on June 30, 1954. These assets increased
to $21,141 million by the end of the fiscal year. 1955, as a result of an
excess of receipts over disbursements amounting to $1,098 million.
The total receipts of the trust fund during the;fiscal year 1955

amounted to $5,534.7 million. Of this total, $5,039:6 million repre-
sented tax collections appropriated to the fund and $98.6 million repre-
sented amounts received by the Secretary of the Treasury in accord-
ance with State agreements and deposited in the trust fund. The
anlount of contributions subject to refund to employees who worked
for more than one employer during 1953 and paid contributions on
1953 wages in excess of $3,600 was estimated at $51.0 million. This
amount was transferred from the trust fund as repayment into the
Treasury. The net amount of $5,087.2 million represented an 11-
percent increase over the amount for the preceding fiscal year. The
other $447:6 million of receipts consisted of $438.0 million of interest
on investments of the fund and of $9.6 million of interest on the
amount held in the railroad retirement account to the credit of the
trust fund under the financial interchange provisions of the Railroad
Retirement Act, as amended in 1951. These provisions are described
in appendix II.

TABLE 1.--Statement of operations of the Federal old-age and survivors insurance
trust fund during the fiscal year 1955

Total assets of the trust fund, June 30,1954............................................ $20, 042, 615, 342.38
Receipts, fiscal year 1955:

Insurance contributions:
Appropriations.------------ $5, 039, 572, 594. 25
Deposits arising from Stnte agreements- 98, 681,274. 40

Gross insurance contributions...... 5, 138, 153, 868. 65
Less payment into the Treasury for

taxes subject to refund...-.......... 51,000,000. 00

Net insurance contributions--..- ...........--.-.$5, 087, 153, 868. 65
Interest:

On Investments..---.----------. $438,029,452.28
On amount held In railroad retirement
account to credit of trust fund ..--. 9, 551,000. 00

Total interest........................................ 447, 580, 452. 28

Total receipts .................................... 5, 534, 734, 320. 93

Disbursementsit:scai year 1955:
Beneflntpiiii-i --- ......................... 4, 333, 146 511. 34
Administiratlve expenses:

Department' of. Health, Education,
and Welfare ---...-.-.---- $77, 100, 858. 05

Treasury Department-,- - 26 081, 734. 75
Preparation for Construction of building

for Bureau of Old-Ago and Survivors
Insurance .-..--.....---.----- - 131,776. 54

Gross administrative expenses..... 103,314,369 34
Less receipts for sale of surplus material,
supplies, etc ..........--------- .. 112, 679. 08

Net administrative expenses.-....---- -------- 103,201, 690. 26

Total disbursements---......-- ------------. 4,436, 348, 201. 60
Net addition to trust fund-..-1.,08...8...............----.. 1098, 386, 119. 33

Total assets of the trust fund, June 30, 1955 ..................-.......... .... 21, 141,001, 461 71

Disbursements from the trust funl during:.the fiscal year 1955
totaled $4,436.3 million, of which $4,333.1 million were for benefit
payments, and $103.2 million were for administrative expenses. The
total amount of benefits-paid during the fiscal year exceeded benefits
paid in the fiscal year 1954 by 32 percent. This increase resulted

9.869604064

Table: Table 1.--Statement of operations of the Federal old-age and survivors insurance trust fund during the fiscal year 1955


460406968.9



OLD-AGE AND SURVIVORS INSUANCE 'TRUST FUND

chiefly from the-(1) higher benefit amounts payable under' the 1954
amendments; (2) larger than normal increase in the number ofpersons
drawing benefits resulting from the provisions of the 1954 amendments
governing the withholding of benefits-because of work, and (3) higher
benefit amounts awarded resulting from the provisions of the 1954
amendments which allowed up to 5 years of lowestor no earnings to
be omitted in computing the average montlily wage of certain
individuals.

Administrative expenditures of the fund were 2.0 percent of con-
tribution' income and 2.4 percent of benefit payments during fiscal
year 1955. Figures for each of the last 10 fiscal years areshown in
table 2.
The distribution of benefit payments in fiscal years 1954 and. 1955,

by type of benefit, is shown in'table 3. Approximately 83 percent of
the total benefit payments front the fund in the fiscal year 1955 wroro
accounted for by monthlybenefits· to aged persons--retired wage
earners and their wives '(including a relatively small number of wives
under age 65) or dependent husbands, and aged widows, dependeint
widowers, and dependent parents of deceased wage earners. Approxi-
mately 15 percent of the 1955 benefit payments represented monthly
benefits on behalf of children of deceased or retired workers and
payments to mothers-practically all of them under age 65-who
had children of deceased wage earners in their care. The balance
of the benefits paid in the fiscal year 1955 consisted of lump-sum
death payments.

T--ABLE 2.-Relationship of administrative charges against old-age and survivors
insurance trust. fund to old-age and survivors insurance contribution income and
benefit payments, fiscal years 1946-55

Administrative charges Administratlie charges
against the OASI trust against tho OASI trust
fund as a percontag6 fund as a percentage

Fiscal year f- , Fiscal year of~

Contrlbu- Benefit Contrlbu- Benefit
tion income payments tion income payments

1946........- ....- ....- 3.0 11.7 1951 ...................... 2.3 4.7
1947.....-..... --. 2. 8 9.6 1952..-...------- 2.4 4.3
1948 .............-.........-- 2. 9 9.3 1953 ...................... 2. 2 . 3.4
1949.....-...------ 3. 2 8.8 1954-...... 1.9 2.7
1950..- ..---- 2. 7 7.8 1955.......2.0 2.4

-10

9.869604064

Table: Table 2.--Relationship of administrative charges against old-age and survivors insurance trust fund to old-age and survivors insurance contribution income and benefit payments, fiscal years 1946-55
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TABLE 3.-Estimated distribution of benefit payments under the old-age and survivors

insurance program, by type of benefit, fiscal years 1954 and 1966
[Amounts In milllonsi

-.

Type of benefit

'oal.....................................................

Monthly benefits............................................
Olldag0o (ritle;i~ 3; M)::: ,-,
Wito's or husbai(wnrd'(lvesof'd6)ehdent husbands, 65 or
over, fofld:a bheflclarle, Ortheir wives regardless of
ago f carngfor ohld bnoflary).........................

\'idow'sor iltower's (widows or dependent widowers 65 or
over o w .rk). ......... ...................

}I'kfrlt'sre (ht1idoni t iiar (165forovcrfd ceased workers),Child's (chlltfdi'tinlder 18 of old-ago benofioiirles).......
Chlld's (chilldrci under 8sofdeceased workers)..
Mother's (widows or dependent divorced wives of deceased
workers caring for child beneficiaries) ...,,- ........

Lumnp-suni benefits (wage earner died after August 1%0, or be-
folr September 1950 with no survivor immediately eligible for
monthly benefits)-....... ............................

1064

Amount Percntof total

3, 276.6 1 00

3,185.4 97^,. . ..
2, Ui.6

300.6
270. 6'
12.6
18.1

393.7

121.6

00.2

63

9

8~ ' ~S
(1
12

4

3

1955

Amount Percentof total

$4, 333.1 100

4,232.6 198

2,803 0

404.1

353.3
14.7
24. 7

484. 2

148.6

100.6

6505

9

8
(3)

1
11

3

2

1'Tolal does not'represent the sum of sounded components.
I Less than 0.5 percent.

At the end of the fiscal year 1955, approximately 7.6 million bene-
ficiaries in about 5.5 million families were receiving monthly benefits
at an annual rato'of $4,608 million., At the end of the preceding
fiscal year, the monthly benefit rolls included 6.5 million beneficiaries
in about 4.7 million families to whoniiihonthly benefits were beingpaid at al annual rate of $3,344 million. Average monthly family
benefits at the end of June 1955 showed sizable increases over the
corresponding averages a year earlier (table 4) primarily because of
the higher benefit rates provided by the 1954 amendments. Pay-
ments td retired workers with no 'dependents receiving benefits
averaged $58.20, an increase .of 18 percent. The average foi 'a retired
worker andL aged wife,. both .of .whm..ere drawing benefits, also
increased by 18 percent to $102.20. For survivor families, payments
to aged widows averaged $46.60; families made up of a widowed
mother and 1 child averaged $104.90; widowed mothers and 2 children
averaged'$T32.30.i '' '

',~~~~~~~~

90024'-57 S. Doe., 84- 2, vol. 1-18

----

9.869604064

Table: Table 3.--Estimated distribution of benefit payments under the old-age and survivors insurance program, by type of benefit, fiscal years 1954 and 1955
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TABLE 4.-Estimated number of families and beneficiaries receiving benefits aid
average family atnount, by family group, end of fiscal years 1954 and 1955

Family classification of beneficiaries
rcooivlng benefits

Total .... .....................

iRetlred worker families.. ........

Work'&iiyworEer'nily .......................

Mal.........Female-.'-,,,i-,-,,--------.--,
Worker aindwdlfe aged 05 or over...
Worker'nid'wlfe under age 65 ....

Worker,aid aged dependent bus.
baindlr.-,:: - '---------------

Work'erand :1 child ...--....-...
Worker and 2 or tiore children....
Worker, wife aged 66 or over, and

1 or moro children.....---
Worker, wife under age 66 and 1
child............................

Worker, wife under are 65 and 2
or more children..........

June 30, 1954

Num_ Average
Num. erum monthly
ber of er amount

falmlies I fclrles

Thous, Trhot.'
4,690.2 6,468 8

3, 619. 4

2,646.4
1,669.9

875. 6
904.9

.6

7.3
9.2
6.8

.8

28. 5

16.9

.Survivor families.............-...-. 1,170.8
*. .....-

Aged wIvdowi '^.; .
Aged dependent widower......
Widowed m'oth fiohly 1-:------..
Widowed mother and 1 child......
Widowed mother and 2 children..
Widowed mother and 3 o 'more

children.. .... ..

Divorced wife and 1 or more 'hll-
dr6n. ...- .. . .... ........

1 child 6hly ..-- ..............-
2 children.. ... .. ...

3 children ---. .....4 or more children..-_----.......
1 aged dependent parent .......

2 aged dependent parents..........

585.1
.9

2.0
118.6
78. 6

68.8

.2.
176.5
73. 5
26.9
19.1
21.2
1.6

4,677.6
2, 645.4
1,669.9

876. 6
1,809.8

1.2

14.6
18.4
20.4

2.6

86. 5

79.7

1,891.2 ----.---, T

85. 1
.9

2.0
237.0
235.

322.6
- ,6
175. 5
147.0'
77.7
83.0
21.2
3.2

per
family

$49. 40
53.80
41.10
86.30
95.60

76.20
76.00
79.40

98.90

100.70

93. 40

41.00
34.40
45.20
91.50
114.50

111.80

. 111.60
42. 20'
72.20
88.30
92.'60
42.60
81.40

June 30, 1066

AverageNum- Num onthy
her of her mount.er.of ,,,,, amount

families

Thouw'
5, 642.3

ficlarles

Thou3.
7,663. 6

4,214.8 6,462.3
3,067.4
1,962.0
1,105.4
1,066.6

.4

9.2
10.0
6.1

1,0

34.6

19.6

1,327.6
688.2

1.2
1.6

120.9
84.6

74.6

.2
202.3
80.8
29.6
19.9
22.3
1.7

3,067.4
1,962. 0
1,106.4
2,133.2

.8

18.4
20.0
22.2

3.0

.103. 5

93.8

2,101.2
688.2

1.2
1.6

241.8
263.

349. 6

.4
202. 3
161.6
88.6
87.2
22.3
3.4

per
family

$68. 20O
63.70
48. 60

102.20
105.00

86.60
98.70
102.20

123.30

119.20

112.90

46. 60
40.70
48.10
104.90
132.30

129.20

124 '0
47.:90
81.60
100.20
104.80
48.00
92.00

1 Benefits of children were being withheld.
NoTZ.-Estimates were prepared November 1955.

The assets of the fund at the end of the fiscal year 1955 tot,'led
$21,141 million, consisting of $20,580 million in the form of obligations
of the United States Government, and $561 million in undisbursed
balances. Table 5 shows a comparison of the total assets of the trust
fund and their distribution at the end of the fiscal years 1954 and
1955.

Percent.
age ii.
crease
In aver.

age
monthWl
amount

per
family
1955
from
1954

18
18
18
18
10

.2
'18
21

14
18
-6
16

16
Ii

ie

:

13
;U
14it

9.869604064

Table: Table 4.--Estimated number of families and beneficiaries receiving benefits and average family amount, by family group, end of fiscal years 1954 and 1955
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TABnL b.-Asset, of Fedrlt! old-age andsfrrviors insurance trust fund, by type, at

end of fiscal years 1954 and 1955

June 30, 1954 June 30, 1955

Par value Book value I Par value Book value I

Investments,.: :; .. ....,.

PubliclssueSi(Treatry i ds) .
2E-perint bndotl -2... $4,205, 00 $4,213,140,9 . $4 205,000 $4, 21,633.972}8perht!bor/dj6f9W.-?a7.... 68,650,00000 58,792,035,'35 58,650,000 687765068A43
2-.pfen bonbdsf10 .... 116,480,000 106,658,011.55 116,480,000 116,639,273,5124.peceiitb'iodshiof6l9 ... 93 704,000 3178243,704,00093, 1000 93,147,975.762.percetb bondsbf96l70... 456, 547, 600 456, 45,169,14466, 547, 500 456,809,792 08
2 percontb'bofidsof966-l ... 308,077, 600 307, 993, 51. 20 308,077, 00 307,983, 999. 2223 percent bohds'of 1967-72---.. 118; 021,'250 119,384, 920.06 160, 93,20 150,796,849.482.-perconit bonds, Investment
series B-1976-80...... 1,081, 902,o0 1,083,484,'76. 16 1,081,902,000 1,083,367, 535.46

3-percent bonds of 5 .15...-.......-----------. 25,00000)0 25,056,171.90
3%-percent bonds of 1978-83 ..-- 45, 1,00000 44,910,656.26 45, 100,000 44,910,656.26
Total public Issues.-...-... 2, 282,687,250 2,285, 458, 74.79 2,340,259,250 2,341,698,956.96

Special Issues (certificates ofIndebted-
ness):
2k-percent certificates:

Maturing Juno 30, 1955-.... 17, 054, 405, 000 17, 054, 405, 000.00 ...... .......

Maturing June 30, 1956.....----------- --.......--------- 18, 238, 792, 00018, 238, 792, 000. 00
Total special Issues ....... 17, 054, 405, 000 17, 054,405, O000 18, 238, 792,000 18, 238, 792, 000.00
Total Investments ........ 19,337,092, 250 19,339,863,754. 79 20, 579, 051,250 20, 580,490,956. 96

Uldlsbursed balances... ..............., ........ 702,761,587. 69- 560,610,504.76
Total assets............................. 20, 042,615,342. 38 ...--- ..---.. 21,141,001,461.71

I Par value plus unamortlzed premium less discount outstanding.

The assets iofthe trust fund may be invested only in direct obliga-
tions of the United States Government and in obligations guaranteed
as to both principal and interest;by the United States, These obliga-
tions may. be acquired in the open market or on original issue at par,
The investments of, the trust fund consist of special certificates issued
directly to .the fund at par and.public issues of. Treasury securities.
The asset value of the special. certificates is their par value. As car-
ried on: the books of the Treasury Department, the asset value of
bonds (exclusive of, accrued interest purchased) is. the book value,
i. e., par value plus unamortized premium less discount outstanding.
The par. valpee o the net . increase in thed investmeiits owned by the

fund during the fiscal year 195 amountedd'to $1,242million. New
securities at a total par value of $22,036 milion were acq'iuiired through
the investment re tso f the-fund and the reinvestment of funds
made available from the maturity of securities during the year. Secu-
rities, consisting entirely of 2'S-percent special certificates of indebted-
ness, were redeemed during the fiscal year at their par value of $20,794
million.

9.869604064

Table: Table 5.--Assets of Federal old-age and survivors insurance trust fund, by type, at end of fiscal years 1954 and 1955
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Of new ties' uieillionw inthenewecritiea cuied:theii the forii
of special certificates of indebtedness,' $3;740 million of which were
redeemed ,duringithe year and $18',239 Imillion of which'iiature on
June 30, 1956.' These certificate's bear an interest rate of 2% percent,
this rate being determined by the average rate of interest on the
interest-bearing public debt which prevailed at the end of the month
preceding the date of issue of these securities.
The average rate'of interest on the interest-bearing 'public'debt

at the end of the month varies with changes in the composition of the
public debt and with changes in the particular rates of:iinterest on
different classes of securities. Because the average' rate at the end of
each month from June' 1954 -to May 41955, exceeded 2% percent but
remained less than 2/ percent, the interest rate on all special issues
acquired during the fiscal year remained at 2% percent.
EXPECTED OPERATIONS AND STATUS OF THE TRUST FUND DURING FISCAL

YEARS 1966-60

The expected operations and status of the trust fund during the
next 5 fiscal years are presented insummary in table 6, together with
the figures on the actual experience in earlier fiscal years. The present
statutory provisions relating to old-age and survivors insurance are.
assumed to remain unchanged throughout the period under con-
sideration.
Both the income and disbursements of the trust fund not only de-

pend on the legislative provisions but they are also affected by
general economic conditions. Because it is difficult to foresee eco-
nomic dev'elopmei t', the as'uihpti6nis on which the estimates here
presented are based tare'subj'e6t to 'ih'ariyl utiertathties. he 'state'
ument'6of ,the expected'operatiorinL6of thietrut' fund should be read with
full reco'niitibni' of the difficulties 'of esti tilting' fitture"tr'st' fund in-
come ard disburiemenitstnder channging'eiohbmic conditi'ds

In table' 6, single estimatesa'e' given for fiscal years i9 6 and
1957,, but 'for fiscal 'yeas 1958-60 '2 setso:f estimates are presented
based on 2 different asbumptions as 'to economic developmehts iii th'os'
years. Estimites based onaii umptioi'I show the'ffect'of'cotin'u6d
high levels' of economic activity.: Etimates based'o'n 'iasulm'tion Ir
show 'the effects that a fail' shatp but'terintrry decline in economic
activity would have on itr.ust'fiind! operations.

14



OLD-AGEM AND SURVIVORS INSURANCE TRUST FUND 15

TABLE' .-Ope'ration' of the Federal old-age 'and survivors insurance trust fund,
fiscal years 1937-60, subject to the assumptions and limitations stated in the
text

(In millions]

Transactions during period

Income Disbursements Fund at
Fiscal year Ntin. end of
1943---11387149 27 N 1,4 4,2period,

Appropria. ou nvt-* Benefit fuad y
woDs*5et rentsP 3 expenses

Fast experience:
1037-55 .....'.--........-3, $83,423 $17,092' 826 21,14 21,1411941.....----'----.---- 688 60 64 27 G653 2,398
1942...............- 89 71 110 27 830 3,227
1943-....................'.. 1130: 87 149' 27 1,041 4,268
1944.....1,---------------. 292 103 185 33 1178 6,446
1945 ..............-----..---....... 1,310' 124 240 27 167 6,613
19460.......... 1,238 148 321 37, 1,028 7,641
1947........ .1, 400 163 '426 41 1,157 8,798
1948.-.- ;-;------ . 1,617 '191 512 47 1,248 10,047
1949.,..---------- 1,694 230 607 53 1, 263 11,310
1950....-------- 2,110 257 727 667 1,653 12,893
1951.-, ... .......----3, 124 287 1,498 70 1, 843 14, 73(
1952..---------------- 3, 598 334 1, 982 85 1,864 16, 60
1953..--- .------ 4,097 387. 2,627 89 1,766 18,36
1954....--------4,689 451 3, 276 89 1,675 20,043
1955....--------------.-- 6,087 448 4,333 103 1,098 21,141

Estimated future experience:'
1956 ---- 6, 534 496 5,340 124 1,566 22,7071957'.------ '..... 6,697 670 6,050 132 1,086 23,793
1958-Assumptioi.I:... 6,995 590 6,612 142 831 24,624

AssumptlonII... 6,468 582 6,796' 144 108 23,901
1959--Assumptionii . 7, 202 607 7,144. 129 636 25,160

AssumptionII.8,6,410 676 7,487 127 -628 23,273
1960-Assumptlin I-.'.. 8,117 627 7,678 129 937 26,097

Assumption II-..-- ,96,6 - 655 8,030 125 -644 22,629

IInf-tirp' ii'ng t s'iith19tbl!&O di.miade to th6 accompanying text which
describes' 'ti6'ihderlyiigbaspt'iiirtiotnsi.'iEstat-iLes- prepared February 1056.

' hncldeCiniraisdne ohtrlbuttonsdJusted (or'refuids: and transfers from general funds equivalent to
aditidnl''yiiitSarlt g' hxtensioif.Sivrs insuranceprotection to certain veterans of
World WarJ.IV/(Boc4al E8ur ty tamendnipifi`; : ` ,,.'Incliudes (i) pfitsond'niarkeiAbld mivsti'eita'amoiutmg: to$t183,68 m 1949 anod 8,934 in 1950; and (2)
beginning in fiscal year 1954l interest t'iiisfeirdfron't16RRiroirad RietlirementA'ccunt.v.-,,
'include administrative expenses, less receipts for sale bof surplus'material, services,etc. For fiscal years

1944 and 1945, represent charges against tiiust fund; adthilistrative expenses, after'adjutstment for bookkeep.
lag transfers, were about $30 million in fiscal year 1944 and $29 million in fiscal year 1945. For fiscal years
1954-59, Including cost of construction of an office building for the Bureau of Old-Age and Survivors Insur.
ance.

I Totals do not necessarily equal the sum of rounded components.
IExcludes net adjustment of approximately $0.8 million, which was allocable to prior years.

In assumption: I employment and earnings remain at a high level
through calendar ary 1960. Hourly wage rates, and therefore weekly
earnings and average annual 'taxable wage§,'increase not only in accord-
ance with lohg-time trends but also because of steady improvements
in economic conditions.; The earnings of the self-employed follow a

similar pattern. Unemployment' remains ;at a low level. Benefit
disbursemint' increase substantially,. primarily'because of the long-
range upward trend in the number of beneficiaries, and partly because
of thie effect of the 1954 amendments which became effective in fiscal
year:1955. .
Th'e other set of estimates for fiscal years ;1958-60, based on assump-

tion II, 'show the effects'of a sharp contract on in industrial activity
in the latter half of calendar year 1957 with a slow recovery beginning
in the first half of calendar year 1960. As a result, estimated taxable
payrolls and earnings of the self-employed in the periods affecting tax
collections during fiscal years 1958-60, and therefore estimated con-
tributions, are lower under assumption II than under assumption I.

9.869604064

Table: Table 6.--Operations of the Federal old-age and survivors insurance trust fund, fiscal years 1937-60, subject to the assumptions and limitations stated in the text
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16 OLD-AGE AND SURVIVORS INSURANCE TRUST FUND

Estimated benefit disbursements, on the other hand, are higher:under'
assuLtmption II than under assumption I because a larger number of
older workers withdraw from or are unable to find jobs in covered
employment.
Under assumption I, the trust- fund at the beginning of fiscal year

1956 would amount to about 2.7 times, and under assumption II about
2.6 times, the highest expected annual disbursements during the
succeeding 5 fiscal years. Under assumption I, income is estimated
to exceed disbursements in each of the 5 fiscal years 1956-60. Under
assumption II, income is estimated to exceed disbursements during
the 3 years 1956-58; during each of the years 1959 and 1960, disburse,
ments are estimated to exceed income. The net increase in the trust
fund during the 5-year period is estimated at about $5.0 billion under
assumption I and about $1.5 billion under assumption II...

Public Law 234, approved October 30, 1951, amended the Railroad
Retirement Act to provide a new basisof coordinating the railroad
retirement program with old-age and survivors insurance. A de-
scription of the legislative provisions governing the financial initr-
changes arising from the allocation of costs between'the two systems
is contained in- appendix II. In accordance with these provisions, the
Railroad Retirement Board and the Secretary of Health, Education,
and Welfare determined that the addition of $330.6 million to the
trust fund would place it in the same position as of June 30, 1954, as
it would have been if railroad employment had always been covered
under the Social Security Act. There is no authority in the law to
transfer the amount held in the railroad retiremerit account to the
credit of the trust fund, but interest thereon is payable annually.
For the fiscal year ending June 30, 1955, interest amounting to $7.4
million was transferred to the trust fund in July 1955. Except for
interest, the estimates shown:in 'table 6 have not been adjusted to
reflect the effect of-future interchanges between the railroad retire-
ment account and the trust fund.
As indicated in an earlier. section of the report, the 1954 'amend.

ments contitin provisions whichh will cause benefit disbursements (dur-
ing the 5 fiscal years 19.56-60 to be on a mliuch higher level than the
disbursements made under the old law. Moreover, benefit disburse-
ments dqiring the next 5 years, like contributions, will be dependent
to a- considerable extent upon econ'omiic developments and so:will
have a considerable rahige of possible variation. The number of
work.es in covered employment, their distribution: among:different
classes of workers (e. g., older workers, very young workers, women

Workers' not previously" engaged in covered em1ployme et,.etc.)- and
the level of earnings w ila have a decided effect upon the amount of
benefit payments to be antici'pated. However, under both assump-
tions benefit payim :ts'asa percentage:of. taxable earnings will con-
tinue 'to rise. Benefit paymelits were 279 percent of taxable earnings
for calendar year 1954. By 1960, benefit expenditures under assump-
tion I: are estimated at 4.16 percent, and under assumption II at'
5.17 percent, of taxable earnings. Figures for each of the calendar
years 1940-60 are shown in table 7.
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TABLE 7.-Benefit payments as percentage of taxable earnings, calendar years 1940-00

subject to the assumptions and limitations stated in the text 1

Benefit Benefit
payments payments
as iercent- as percent-Calendar year ag oCalendar year as percent
taxable taxable
earnings earnings

Past experience: Estimated future experience:
1940 .------------------------ O.11 19556.---------------- 3.16
194....... ........................ .21 195............................... 3.391942.-...--------------.---------. 1957-AssuiiMfon. 3.62
1943.--------- ----------....27 AssumptlonS II-...-.---.-.. 3.81
1944.-- ......................-.32 1958-Assumption I ...-.-........ 3.82
1945 .---..-------------------- .44 Assumption II..-....-.... 4.38
94 ............. ---------.65 1959--Assumption I .... ......... 3.99
1947 ...-----------.--..-----...9 Assumption II.............. 4.87
1948 ..--.--.------------------ .66 1960--Assumption I -...--....-- 4.16
1919 .-.....--.-----------------..82 Assumption II.............. 6.17
1950..----------- --------- 1.10
1951 .------------------- - 1.69
1952 .. .-------- --- - 1. 74
1953.-- ---------- --------- 2. 25
1954 .-.---------- --------. 2. 70
_

, .... ',. . ,~~~~~~~~~~~~~~~~~~~
In intcrprfctii'?tt' mates In this table reference should be made to the accompanying text which

describes the underlylng assumptions. Estimates were prepared February 1956. For years 1951 and later,
percentage takes Into account lower contribution rate payable by the solf-employed compared with corn-
bined eploycr-employco rate.

Preliminary, subject to revision based on complete tabulation of taxable self-employment earnings for
1952-5 and of taxable wages for 1954.

In general, the larger the volume of employment the larger will be
the number of workers who are insured under the program, and there-
fore the larger will be the number of deaths which will give rise to
valid claims for survivors' benefits. However, over the short range
the amount paid out for survivors' benefits will not be affected sig-
nificantly by variations in economic conditions. While favorable op-
portunities for employment will operate to increase the number of
insured persons, and hence-increase the number of new death:claims,
such a high employment situation will tend to have counterbalancing
effects such as that of inducing many of lie widows 'and older children
eligible for survivors' benefits to forego them by working. On balance,
the amount paid out for survivors' benefits over the next few years
will differ so little whether the economic conditions of assumption I or
assumption II are assumed that a single set of estimates is deemed
appropriate for both assumptions (table 8). -

9.869604064

Table: Table 7.--Benefit payments as percentage of taxable earnings, calendar years 1940-60 subject to the assumptions and limitations stated in the text
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18 OLD;AGE AND SURVIVORS INSURANCE TRUST FUND,

TABLE 8.--Treasury disbursements for benefit payments, distributed by classification,of beneficiaries, fiscal years 1941-60, subject to the assumptions and liniitation
stated in the textl

[In millions)

Disbursed to survivors of deceased
insured workers

Dlsbursed Monthly benefits
Total Disbursed to depend-
benefit to old-a e ents ofFisca year disburse- beneflc- old-age Ag04e. Wdo0yd Luripy
ments arles beneficl- wldows, mothers, sum

aries dependent dependent payTotal'widowIers,divorced l mnta
and dowives, andparents children

Past'disbursements:
1941...........3$6431.4 $. 3 $16.3 $1. $13. $ii.
1042......-.....--.- 110.3 64.9 9.6 31.6 4.1 27.; 14.1
1943 . -'......-..---- 149.3 72.4 12.7 47.5 7.9 39.6 16.7
1944 ......-..........184.6 86.8 16.2 63.6 12.1 61. 10.0
1946 ....---.- ---- 239.8 109. 1 19.2 85.8 17.7 68.1 25.7
1946------ --.......-. 320. 153. 9 27.2 113.4 24.7 88.7 26.0
1947.-----...---- 425.6 219.2 38.4 139.4 33.8 105.6 26S
1948 ..--..--- 611.7 272.4 47.6 160.5 43.7 116.8 31,3
1949 .........-----.-- 607.0 333:0 67. 7 184,0-65.6 128.4 322
1950.-..------...- . 727.3 412.6 71.2 209.4 69.3 140.2 34.0
1951 ........----.- - 1,498.1 891,1 148.0 413,5 134.3 279.2 .B.6
1952------- ---.- 1,982.4 1,191.4 193. 6539.2 179.2 300. O 63
1953.....----------- 2,627.5 1,624.6 253.0 673,6 232.7 441.0 713
1954-....--.......- .. 3,275.6 2,068. 318.6 798.3 283.0 515.3 90.2
1956. .-------.--- 4,333.1 2,803.0 428.8 1,000. 8 367.9 632.9 100.5

Estimated future disburse-
ments:
1956-...

....... 6,340 83,22 s31 1,170 436 734 117
1957-, ---- .----- - 6,050 4,024 602 1,304 601 803 120
195r8-Assumptlon I... 6,612 4,396 656

Assumption II... 6,796 4,657 679 1'436 69 8C7 12
19.59--Assumption'I.... 7,144 4,747 705 1] 6.2Assumption II. . 7, 487 6,046 749 163
1960-Assumption I.... 7,678 6,105 75 712 972 134

Assumption II... 8,030 6,411 801

1 Irn lnterpretlhg the estimates In this table, reference should be made to the accompanying text which
describes the underlying assumptions. Estimates were prepared February 1956.

I Totals do not necessarily equal the sum of rounded components.
I Partly estimated.
.'

On the other hand, the lower the level of employment during the
next 5 -years,,the larger will be the volume of benefit payments -t
retired workers who have attained age 65and to their eligible depci-
ents. As is indicated in table 9, a considerable proportionof
workers aged 65 and over who were eligible, for old-age (primary
benefits, in the past-remained in covered employment (or, if they left
covered employmentilater returned to it)'arind did not receive benofitb.
Sinca January 1, 1945''however, 'this proportion has decreased as-the
number of retired workers receiving benefits increased relatively more
rapidly than the number eligible for old-age benefits. The proposition
of eligible workers 'receiving benefits on January 1, 1951 (table 9)
would not have declined but for the fact that, for a large number ot
workers newly eligible as a result of the liberalized insured-status
provisions of the 1950 amendments, claims for benefits had been
received but had not yet been completely processed.

9.869604064

Table: Table 8.--Treasury disbursements for benefit payments, distributed by classification of beneficiaries, fiscal years 1941-60, subject to the assumptions and limitations stated in the text
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- TABLE 9.--Wokerd eligible forS and receiving old.age primaryi) benefit by attained

age, fiscal years 194-60, subject to the assumptions and limilatiions sated in
the text1 , . In tous

[Narihlers In thousands)'.

Middle of fiscal year
(Jan 1)

Post experience:
1941 ..............

1942................

194...... .......191 ...............191..9....L ...:

10.E'

1055............... .

Estimated future oxpe
perlene: '1956 ........ ..

1957... - -.,.

195s3-Assumptolon ..

Assarnptldh 1H.
1959.-Assumptlon I..
saedssfupto IL19-Assumptlou I.

Assumption II.Assumption
.

All workers aged 66
and over

Number
eligible
fo- ben

fits*

209

. 648
; ';

831'

'6,726

1, 4109,

7,052
48306'
4707'

76409

7,109'7,052
7,409
7,343

Persons receiv-
ing benefits

Percent
rInum of num-
bor ber eli-

gible

' 112 20

,:. 2o·

1,048 63,l~m i
69

1,771 ;60
2, 70,, 65
2,044 61
3, 22 767
3.1776 72

.6,010'
5,407,

.5,774,6, 047
8 134
I,422
' .

I 70
. 79- o

80

2

87
,; ,;

Workers'aged 65

Number
eligible
for ben-
'fits

3-76
445
622

,6006
708
806
88
930

1,000
1, 0091603; 6S
1,025' ,20
2,420

% 685
2,8572,919'
2,915

8,044i g
'.

Persons'recetv
. Ing benefits

Num-
ber

134
1631
166
107
212
271
326
4747212
049

1, 0M
1,3001,618

1744'
1,820,
1,870
;1,983
'1,92
2, 152
1,991

Percent
of num-
ber eli-
gible

.

20,
31
a
83

43

47

60

64'
64
68

76
76

Workers agd 70 and
,: oover.

·..

Nunmbo
.ellibleo
for ben-
dba

' 172

536.638
;604

990
1, 06'
1,476
1,070
2,106
2,30
6,640

3,001
8,479
3, 813'
8,811S
4,130
4,1104,426
4, 389

Persons receiv-
. ng benefits

Percent
Num. of numm-
ber ber ell.

: gible

_ 28
. ':iS''16

J 107 35
151 7

21t' 39
300 46
430: 66

,08' , 67
C12' 74

1, 050 71
1,37 , 80
I9 76

1,922 81

3 .' 9391
'3,637 93
3, 63 93
;3, 82' 93
3,892 95
4,143
4,183 9i
~.

-

I InInte'etingtheitimnates'lthP be-refer6ii thoud miad6o the accompanying text which
describes the m4delylnglapumpW is. Eatlmtes were prepared Februry 1966. No adJistments have
been made to reflect changes arslug from (1) provisions that coordinate the old-ag and survivors and ira
toad retirement prorai, amd (2) Wrao'crediu fot ailltary servi
!Figurs for 1 -5 re partly tlmate

: The 0t i"t 'ppotitoffeligible: 'prkers re'ciiving benefits
ohiJanuay 1, 'lt5, Was. used by the fat'ltht:iapiny persons in
occupati6d s 'newly d6vered; b ;'the 1950 ':aieidments' became fully
insu9edl f6itie:fiif et't:imee'i952: "Sinc'e th newlyinsi're'd'persons
were fairly regularly'e fil6yed'reltivly 'fe*fidappliiti6' f
old-age primary ) benefits. This depressed the proportion of all
eligible persons'm rTecei' dfscl benefit' 6on anuiia 1, 1953, to a

many p'-eron fairlyreg:.ary,ep!oyem occupat6ns nnewly coveredpy .tbe.ni,.:amedn.m'... ,nrmsuredI ihgn eg Jener hoezvetr t.epast Upw,ardlT,ed m .Ptis1proportion ,i expected to continue even.inderethe',yo,raliempdpse ien onditiaopsassumredn lauinr.tin 1.
Contribuntit g -tothis expected increase are the chanefi mi the retire-
ment test contained in the 1954 amendments-notably the reduc-
tion from 75 to 72 in the age at which benefits are paid without regard
to earnings-which became effective in calendar year 1955.

If the lower employment conditions assumed in assumption II
should materialize, it ,s expected that larger proportions of eligible
workers will be obliged to leave employment especially at ages 65-69.
Hence, despite a slightly smaller number of eligible workers, the
number receiving old-age (primary) benefits under assumption II

_I _ _ _ _. _

----I I

~~ ~ ~ ~ ~ ~ ~ ~ - ~ - -~~- -- ·-.------------ --

r

/

i

9.869604064

Table: Table 9.--Workers eligible for and receiving old-age (primary) benefits by attained age, fiscal years 1941-60, subject to the assumptions and limitations stated in the text
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20 OLD-AGE AND SURVIVORS INSURANCE TRUST FUND

'would considerabl exceed that under assumption I. 'Moreover, it
is expected that the average old-age"l'(primary) benefit.'amount pay.
able under assumption II would exceed the average under assumption
I, inasmuch as many of the-more steadily employed, and therefore
higher paid, older workers who, would not withdraw from employ.
ment under the conditions of assumption I would not be employed
inder the conditions of assumption"II.In.' consequence, assumption
II would.result in a substantially higher.vol1me of benefit payments
to old-age'-(primary) beneficiaries and their-depe'dents.Table 9 contains an analysis of workers eligible for old-age (primary)
benefits by, age'attained gs of the middle (January !l) of each of the
fiscal years' 1941 through 1960. The growth in tlie nuiimber of eligible
workers'aged 6'5-69 was gradual but uninerpterd'tduriiig tie calendar
years 1941 to 19'4'inclusive.ie.This growth resulted partly.fr-om' thie
increase in the population at these attained ages, but-primarily'from
the fact that each passing year a' larger proportion of the perbns
attaining age 65 had fully insured status. In the calendar year'1940,
a worker attaining age 65 would not have been fully insured if he
had left covered employment more than 1% or.2 yearsprevious'to
his attainment of age 65-for example due to a permanent disability-
but in the calendar year 1949 numerous persons attaining age 65 were
fully insured even though they left covered'employment after reaching
age 59.

The marked increase in the number of'workers eligible for benefits
in 195,1 is due to theliberalized insured-status provisions of the 1950
amendments to the Social Security Act. The number of quarters of
coverage need 'to be eligible for old-age benefits justprior'to 'the
passage of these amendirents ranged from 27for persons then {attain
ing age 65 down to'6 for persons then aged 76 and over.'As'a result
of the 1950 amendments all ,p,ersons who attiaed ,age, 65 beforeJl
1951 are fully insured if they have the minimum:number of 6 quarter
of coverage. Consequenilly, the increase i then umber of,eligiblepersons on January 1, 1951, was greatest for'the personsin"tthe 65-69
fge group. -Although the, same factorsw4ich contributed tot.e growt h
in the number of,,eligble persons before., i' 19'will'condtninuetoP,
operative after 195O,;'the amen dments in; 1950'and 1954 whi.h:lieraiz' d theiinshured-status proisionsan d extend io'dove rage. to new :area
of employent ,wl, have :aneven greater e.ffet. ,. ,. ,

! ,, .. ;.. ACTUARIAL, STATUS OF THE; TRUST FJND. ..
on,

', 2.'0e;s6,:·
, On Jlne 3&6'9I herewreabit120;00e0weonsa'ed 65
over in the Uni te ',' a-nuiibier e4ialent tol.41W rWcenlf of' t
totalp!opilat' n.' It is estimated'thiat b' theiiof'the centd'ily th
numberof personsased 6 anedaveriayie'be nearly do{ible'that oif
Jlune 30,19t, 'andrepresent from 10'to 13' percent: f theppuotilotd
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The effect 'on the finances ofI, thb6old-ag&e and suivivo'irs insurance
system of this expected chang' in tihe number of aged .persons will be
even greater than may at first appearibecause 50 years hence a much
largerpr.op'ortionii 'of' aged persons is expected to be-eligible to' receive
benefit's under' the pihogranthann at presentt. The future financial
soundness .of this system, with its rising rate of disbursements,. is of
the utmost importance to the: millions of persons who are already
within its scope-and to the Nation as a whole.
Table 10 shows the estimated cost of benefits as a percentage of

payroll through the year 200' and also the level-prinium cost.of.'the
program-p-hat is, the level-percentage of payroll which, in perpetuity,
would be sufficient to meet'the'6ost of the benefits. This level-
premium cost ranges from 6.55 to'8.74 percent of payroll, depending
upon the combination of assumptions selected. Table 11 shows. he
estimated contributions, benefit payments, administrative expenses,
interest accumulations, and assets of the trust fund through the year
2000,-under-alternative combinations of assumptions with respect to
benefit costs and levels of ejiplkyrnen't. '- discussion of the assump-
tions upon which these tables have Jeen calculated is presented in
appendix I. 1
TABLE 10.-Estimated costsof old-age and survivors insurance system as percent of

payroll 1, 1965-2050
rin percent]~Calendaryear Low-cost IlHgh-cost Intermediatoe,ai.ye. .: estimate estimate- costestimate................. .. . . . .

.......... . . .

. .. . ......'.-i i Benefit cost In year

96............ -'... ...... 4.84.*. -6.. 6*. b.2.1970.......................-......-..... 6.67. 6.38 - 97
'1980............ .... ...'--..-----------......... 80-.7. 89 7.34
1990 ...---..........-..:.,.......-- ------

- 9.-20- 8.35
2000..... .....-.............:.....:........._ 7; 24 . - 9.40- --.8.26
2025 , ........., ........ ..., 12.40. .9 9,.050--- -- . . ....... , , -..---;..89 12. 03 9 62
: ; a ,,' :

,
;,

l

."

...':*t. .Level-premium. cost
; ~ ,,n. h; - , t ! ' ' -;: *" } .!7.'63

, i:- .'*j
2t4 percent interest..................................... 6.69 8.74 7.63
2.4 percent Intirq -L .................., 8.67 7.61
2% percent interest....------.---,..-- ----.'...6.-5 ' .'47 744

pTakingito account lower': cn lbutito rate for the "lf-hiploy,as compared with combined em-
ployer-employee rate.
-BaSed oh tho average of.te dollar. $ts,ude the'low-oost and high-Oostestlmates,, . ' '
Lbe el-premlu'm 'contibu'itlon rate for benefit payfterlft after'1955, taking Into accotuit Interest on the

rust fund on Deo: 31,619i, future adminlstratlve expenses, and the lower contribution rate payable by the
,elf-employed.. , , ,, .:
.NOTE.-The figures lntbhls table are bsedond lgh-employmeat aasumptlons.

9.869604064

Table: Table 10.--Estimated costs of old-age and survivors insurance system as percent of payroll, 1965-2050
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,TABL 11.-Estimated progress of old-age an4 survivors insurance trust fund, t.4
percent interest

(In millions

Contribu- Benefit pay- Admlnlstra- Interest on Fund at endendar year tons ments tfve expenses fund of year

Actual data (excluding effect of railroad ooverace)63........ ........... .....3, 4 006 $88 $414; $18,707
1544...... ...--- .. 6,16.3 3,670 92 * 468 20,576155.. .-..L..................... 6,713 4,968 119 8481 21,663

Actual data (including effect of railroad coverage)

53-..$.....-..-.----------S 4,099 $3, 246 s91. $424 "19, 84
54 ......................... 5, 323 39296 477 20, 896

., ,

- '', '~ .Low-cost estimstbt

5.. ..................... $10,928 9, 108 .4134 887 $38, 70
170 ................... - 13,671 11,180 161 1,189 61, 10O0.'......... ......... ,... . 17,730 16,06 181 2223 96,10
0 .. ..................... . 19, 355 18,2702 3 252 139,208
W)0..................21, 543 19,494 226 4,442 190, 443

'High'-cot:esttmat4

5........................ $ 1 0,419 171 605 $25,923
'0............................. 13,26 12,681 192 673 29,036
10-_................ --17,265 17,034 232 1,026 43,73
0.-..................... 18,133 20, 856 268 909 37, 269
0-..................19,376 22,762 280 226 7,810

!-'- IIntermediate-cost estlmnte

.--.------..---------. ------ $10, 861 $9,763 $163 $746 $32 314
....................... . 13,598 11,931 172 931 40,473
............................. 17,498 1,060 206 1,624 69,38
.......-........... ... 18,74419,5- 238 0m 88,23
.------.-------- ----. 20489 21,129 268 2 334, 99,1

I Combined employer, employee, and sel-emrpldyed c6ntribUtiois.' The 6otmbln-deWl)pr6yerM-mploye
rate Is 4 percent for 19655-9, 5 percent for 19-6, 6 percent for 1966-9, 7 percent for 1970-74, and 8 percent
for 1975 and after. The selfemployed pay three-fourths of these rates.

Preliminary; partially estimated.
' Includes interest transfer from Ratroad Retirement Aooount to OA8I trust fund ($11.6 million In 196

and $7.4 million in 19566).
Norx.-Th4 estimated figures In this table are based on high-employment assumption*

SUMMARY AND RECOMMENDATIONS

During the past 5 fiscal years, the contribution income of the trust
fund has increased substantially for a number of reasons. In addi-
tion to a rise in earnings levels and the normal uptrend in the labor
force, contribution rates inceread in 1950 and 1954; moreover, cover-
age was extended to additional employments and the maximum limit
on taxable earnings was raised in 1951 and 1955. With the growth
of the trust fund interest received on investments has also increased.

Trust-fund disbursements have risen even more sharply than con-
tribution income. Basic factors in this increase are the long-term
growth in the aged population and, more significantly, the lengthening
period during which workers have had an opportunity to earn the
quarters of coverage required to be insured. More immediate causes
have been the amendments to the Social Security Act during 1950-54,

9.869604064

Table: Table 11.--Estimated progress of old-age and survivors insurance trust fund, 2.4 percent interest
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which have extended the program's coverage; lowered the require-
ments for eligibility to benefits for individuals who attain age 65, and
for the survivors of individuals who die in the early years of the pro-
gram; increased the benefits payable; and liberalized the retirement
test.

It is estimated that agrergate income from contributions and in-
terest on investments of the trust'fi d during the 6-year period im-
mediately ahead will be wholly sufficient to meet aggregateo disburse-
ments of the old-age'and survlv6r insurance program during this
period.., Lopg-range aFtuarial studies show that, on the basis of high
employment ,assumpttins, the leye-preminii cost at 2.4-percent in-
terest rrig:s'fr;om 6.61 to 8.57 percent of payroll, depending on the
combihatioioof cost assumptions 'selected.
Under legislation enacted i i946, the trust fund was .ieimbured

out of generalirevenues for nonicontribuory benefit payments arising
from credit for military service. As a result of legislation enacted
in 1950, i952, 1953, and 1955, all noncontr$butory benefit payments
after August 1950 on account of credit for military service have been
made from the trust fund with no provision for reimbursement. The
Board of ,Tritstees believes thqt these additional .costs, including the
administrative expenses involved, should not be borne by the trust
fund out of the regular social security tax collections. Instead, it
believes 'that they are a proper charge against, the general fund;of the
Treasury, just as are other costs of maintaining the Armed Forces.
Under present stattutory'provisions: t'ie interest rate on special

obligations purchased by the trust fund is based on the average inter-
est rate on all outstanding. 1Federal securities, including sbort-term
obligations. The fin4^'s assets,'however, are ,va4albje for loqg-term
investment. The Board of Trustees therefore'believ'es.that section
201 (c) of the Social Security Act should be amended so as to permit
the trust fund to ern the higher interest rate paid by long-term
securities, thereby increasing the, asets, of the fund,.and affording
greater protection to the workers of Anmerica and their families who
are insured in the trust fund. The Board believes that obligations
of less than 5 years should be eliminated in computing;the interest
rate for special Goveriunent issues acquired by the trust fund.

23



APPENDIXES

APPENDIX I. DETAILED LONG-RANGE COST ESTIMATES

The estimates presented in the previous report of the Board of
Trustees related to the' pogranm as it was (and essentially still is)
after the 19'54 amendments. iSince the date of the last report, the
.earnings assumptions have been revised to reflect the experience since
1951-52, which showed a substantial increase in average annual
earnings per worker underI'the system.' Thus the only' di erence in
the assumptions underlying the;cos t'st'fntimates in last year's report
and this one is in re'spet to covered earnings. '

.

'At various times in the 'past the report of the Board of Trustee
has contained estimates based on'b'ot'high eiploymeit.assumptions
(somewhat below 'conditions prevailing currently) and low emIploy,-
ment assumptions '(roughly midway beween the high employment
assmptions and th level prevailing just beforethe start of World
War II). Since the 'low eimiployment, assumptions' h'iave been so much
below actual experience, no estimates' have been developed on this
basis since' 1952.' The following discssion will relate 'only 'to cost
estimates''based on high employment assumptions. The reader 'may
colt previouss reports or Actuaiirial Study No. '36 of the Social
Security Administration to' see the' cost effect of lower eniploymet
assumptions.
The 'estimates are, based on level 'earnings assumptions, slightlyy

below the presentt levels). If in the future; earnings levels should '

consfiderably'aboVe t wih n rei anthath prevails, a at he aei'tim
the benefits for those on- the'roll are' adjusted upward so that 'annul
costs ini'relation to payroll remah- the same' then tbe resulting' in-
creased dollar outgo will offset the' lncreasea .dollar income. TJh
is an important reason for considering costs; relative to payroll rather
than in dollars.
The cost estimates have not taken into account the possibility of a

rise in earnings levels, although such rises have characterized the past
history of this country. If such an assumption were used in the cost
estimates, along with the unlikely assumption that the benefit formula
nevertheless would not be changed, the cost relative to payroll would,
of course, be lower. If benefits are adjusted continuously and without
any timelag to keep pace with rising earnings trends, the year-by-year
costs as a percentage of payroll would be unaffected. However, such
an adjustment would raise the levelpremium cost, since under these
circumstances the relative value of the interest earnings on the trust
fund would diminish with the passage of time.
A useful concept of long-range cost is the level-premium contribu-

tion rate required to support the system in perpetuity obtained by
discounting future benefits and assumed contributions at compound
interest and assuming that benefit payments and taxable payrolls re-
main level after the year 2050 (actually the relationship between
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benefits arid payroll is assumed' virtually donstantf after about 2020).
:If such a level rate were adopted, relatively. large accumulations in the
trust fund would result, andein consequence 'also' sizable eventual
income from interest. Even thoughisuch'a method of financing is not
followed, this concept nevertheless provides a'useful measure of long-
range' costs' which takes into account their heavy deferred load.
There are a number of basic factors, both demographic and eco-

nomic, which must be continually reexamined in estimating the costs
of this ptogramr. '

(a) Population growth.-The future trend of the population depends
on the size 'and age' distribution of the existing population, on future
births and immigration, and on future deaths' and'emigration. In
making use of tlie extensive census and :vital, statistics data available,
one must be aware of the various types of error'and'bias (fully recog-
nized by the Bureau of the Census and the National Office of Vital
Statistics)' hich" are present. "' For instance, the '1940 'censius showed
about 600,000 more persons aged 65 and over than had been expected
on the basis of the-1930 census and the deaths and:migration between
the 2 censuses. The 1950 'ensuq shows about 700,000 more persons
age 65 and:over than are indicated by a similar projection of the 1940
census. Thus, the' 1950 census is necessarily use'd'as the base for the
cost estimates, 'in the absence of any-adequate basis for adjustment'
In both cases, however, there is no reliable indication as to what part
of the discrepancy should be attribuitedtto each of the two censuses
involved :(orr to 't e death orl migration data). , '...:Crude birtli; rates declined for many years 'until about 1935, 'due in
part to' the increasing; proportion 'of the female population' past' the
childbearing ages, and in part to a decline in'age-specific birth rates.
However, since 1937 the long decline of the birth rate has been
reversed. During the war years 'high birth rates were reported, the
wartime perk being reached, in i943. .Although there was some
decline in 1944-4t the. birth rate r'emined higher than.at aniy .time
during the thirties, despite the fact that'the war removed many poten-
tial fathers from the.country. Beginning in 1946, a very rapid rise
occurred, and the birth rate for the 12-month period ending June 1947
oas higlier than at .ny time since the beginning of World War I. -Thi

peak was followed by some de6lihe And& a subsequent rise in 1951-54,
which' did iot.quite reach the'1947 level.
.: The'i:'-'.i'nthr~£t'sirn'"ey't'.yearsseemsit.b;conicentratd
largely in'th'e'rates' for fit,^'secori,; and third birth's to:given mother<'
The increasee"inl'first'births'en'ds' t6 i&ncre'as'te' propoion of' the
insurep.dputon havjringdependents, eligible fg, immediate monthly
benefits as; y aA..ahe,nbr,erl',such dependents;,;As a..result
t.e ,cot,of survlvri, beteis is; rcreiased,even f te , qaecie in
the number of lrg^ fmls..,ne later fato,' ;hasa pnly' a limited
effect upon benefits because aggregate benets or,af jf milyv are nq,
increased for children in excess of three if the mother is also receiving
benefits.
Net-immigration had been very heavy prior to 1915 and moderate

in the early twenties, but was quite negligible thereafter. Most
population forecasts have assumed that no return to high net immi-
gration rates may be expected.
As a basis for the' ost' estimates, two population projections have

been developed. These do not reflect the maximum possible range

25



;26 ' OLPD-AGB.I AND SURVIVORS '.INSURANCn'TRUBTAFUND

.in population which might develop the future' but rather-ebodcombinations of factors which iprbduce either low cost or. highrcost;
!regard to old-age, ahdsurvivor; insurance; for exaiiple, dnfavorabl
mortalityassumptionss versus favorable ones. These population pro
sections are presented in detail in, Acturial Study! No:33 iof the So&iil
Security Adtninistration (Illustrative United States Population Pro
.jecti4Ons, 1952); .; .,) . . i: i.i , ))..'
Table 12 indicates the alternative .trends of population; growth

resulting for the total population, for population aged 20-64,: and for
the population aged 65 and over. The high-cost 'projection shows a
larger aged population than, the low-cost projection ;because ,of the
assumed lower mortality, but a somewhat smaller population in age
groups under, 65 because of the assumed lower fertility which more
than offsets the lower mortality.: ,, .
-TABLE 12,-Actual and estimated populah'on of the United States,,I192-S000 .

.~*', (~[Ii ml llions'j.

Al age Aged2 -6.4 Agedmandovor,
Calendar.year

Total Men Women Total Men Women Total Men Womq

Actual data

A ................ 10 3 8 30 28 5.0 2.5 2.M30 April)................ 126 64 62 69 .35 34 6,7 8,4 3.
40 April) ....... 135 68 67 79 3 39 9.0 4.44 4.6

1Mo Apri)....1.....7..7 78 125.77 78'5 .

196 July).. -............- 169 84 85 93 40 47 It 6.0 7.4

Projection for low-cost 'asumptions
) .. ......... 174 8 8

.
95 4. 49 1,,'i 7.0 .,

1965-1'..-.....-...1--- 90 91 90 49 60 16.19, 7.0. 9O.
I-B90-0..9.............2 103 106 117 58 59 22.0 1 9.4 12.6
1...L..-........- . 248 123 125 :139 70 69 2&58 11.0 18

, Projectlon for high-cost aasuhptions ;

VW........,,,....,.... 173 86 87 95 17 48 15.5& 7. 1 &4
t 6:...... .......--- - 178 88 g'9 D9 49 50 17.1 7.7 9.4- 178 8899...
MI -..-..---. 197 .100 -116 8 58 22.8 9.9 119
3DOO-....... . ----------. 216 108 108 128 64 64 28,0 12.22 148

inlnudeas-dJt;ibntbihe ontlnenta Uniteditd-Alakan, Cabal o eaw'l Puri Rco, anqVin Islandi and for 19O0and fter, Armed Forer and Governmentemployesovereaa and thbtr family,
fbr 1940 and water, data for ages 55 to 69 adjusted for age biases in nonwhite population as enumeratd

(b) Mortality- -M6riality rate by age have beei 'decieasin
steadily since the turn'of thecentury for'both sexes &nd for virtually
al ages idp; to age 60. Although there 'asrelatively littl 'change
above that age during the firxt four decades, significant improvement
hii occurred during the past'decade and a half.

9.869604064

Table: Table 12.--Actual and estimated population of the United States, 1920-2000
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In both the low-cost and high-cost assumptions, continued improve-
ment in mortality rates'at a1 ages ipostu!iated. However, the degree
of improvement embodied in the high-cost assumptions is substanti-
ally greater. While both sets of assumptions are ecessarily arbi-
trary, they may reasonably be taken as delineating, for the purposes
of this report, the range within which mortality rates will fall. If
this rangeoeems wide,it should be pgted that no allowance has been
made'-foi tlie effects of such diverse factors as reduction in mortality
throuiglhlthie application of new discoveries to the prevention of disease
and to the impairments caused by disease and, on the other hand, the
possibility that mortality rates at older ages might actually increase
because more persons with' serious impairments, such as diabetes,
are enabled to survive to older ages.

(c) Amount of covered employment.-In estimating the number of
covered person pepercentages of men and women in each age group who
are in covered employment are developed through analysis.of past wage
data for the groups already covered, along with such data relating to
the newly covered groups as can be obtained from censuses and other
sources. The level of employment assumed is roughly that currently
prevailing.

It, is assumed that about 95 percent of all males in the country aged
25-34 have covered earnings in the course of a year, the ratio decreasing
to about 75 percent for ages 60-44. For women the corresponding
proportions are 45 percent for ages 25-34 and 25 percent for ages 60-64.
Further, about 85 percent of covered men work in all 4 quarters, with
somewhat lower proportions at the youngest and oldest ages. For
women, the proportions used were about 55 percent for ages 20-35
anid about 65 percent for ages 40 and over. It is assumed that in the
future the proportion of women who will be in covered employment
will gradually rise for each age group, since in recent years they have
been participating more and more in covered employment.

(d) Proportion of time in covered employment prior to qualification
for benefits.-The number of persons who gain protection through
becoming either "fully insured" or "currently insured" under old-age
and survivors insurance depends upon the volume and pattern of their
work in covered employment and upon the amount of taxable earnings
from such work. A discussion of the latter factor is presented sub-
sequently in item (h).
Table 13 shows, at certain future dates, the estimated percentages

of the population insured by reason of current or previous work
experience, subdivided by sex and by age groups above and below 65.
The percentages for age 65 and over include old-age beneficiaries (i. e.,
retired workers). Table !4 relates the old-age beneficiaries, and the
total beneficiaries aged 05 and over actually drawing benefits, to the
total aged population.

90024'-57 S. Doc., 84-2, vol. 1--19
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TABLE 13.-Estimated proportion of the population injured under old-age anr
survivors insurance, 1965-000

(In percent)

Low-cost estimate High-cost estimate
Calendar year

Ages2- ges 65 and Age 20-4Age s 65 andAges204 over Ag over

Men

1965........................................... 8- 73 88 78
1980........................................... 87 86 91 00
2000.. .......................................... 87 91 92 9

Women

19 ........ . ................................... 47 27 62 30
1080 ..................... .............. ... 61 39 67 45
2000 ... ....................................... 62 49 68 6

i Including old-age beneficiaries.
* Excludes wives and widows of fully Insured men except such wives and widows who are Insured on the

basis of their own employment.
NOTE.-The figures in this table are based on high-employment assumptions.

TABLE 14.-Estimated proportion of population aged 65 and over receiving benefits,
1965-2000

(In porcontl

Women receiving benefits
M[on receiv-Calendar year ien receive-Iing benefits 1 Old-age Other

benefits' benefits I Total

Low-cost estimate

1965 ...-----.------------ .--- 64 22 34 6
1980--....-..---..---- ------ 67 34 - 38 71
2000 .................................. . 76 44 36 80

High-cost estimate

1965- .....-------------- --- . 64 26 36 63
1980..-...-.----- ------ ---- .- 75 41 38 79
2000-......----...-...--------- 84 3

I Conslstssalmorst entirely 6ofii:ldgo bneoflciaies (retlred Insured workers).
Old-age beneficiaries ar re tired insured workers Wonion qualified both for old-age and wifoo, widows,

or parent's benefits are considered as old-ago benncfliarice.
3 Wives of old-ago beneficiaries, and widows and dependent mothers of deceased insured workers, exclud-

ing women qualifying as old-age beneficiaries.

9.869604064

Table: Table 13.--Estimated proportion of the population insured under old-age and survivors insurance, 1965-2000


Table: Table 14.--Estimated proportion of population aged 65 and over receiving benefits, 1965-2000
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(e) Marital status aidamily composition.-Marital relationships by
age have great significance for old-a'ge and survivors insurance costs
because the system provides benefits for aged wives and widows (and
also for aged dependent husbands and widowers). A woman over 65
cannot'draw both the old-age benefit based on her own earnings and a
full wife's, Widow's, or parent's benefit based on her husband's or
child's earnings; Hence, it is necessary to consider both the marital
status of the female covered workers and also the exits from this group
because of marriage. A relatively' large cost offset occurs on account
of the provision which prohitsi'duipication of benefits. The expei-
ence to date is still extremely limited in this respect'(in December 1954
about 79,600 such dual beneficiaries had smaller old-age benefits, and
an unknown number had larger old-age benefits and thus did not
receive thie supIplementary or survivor benefit). This factor will not
reach its full magnitude until some 30 or 40 years hence, when current
female workers in their twenties and thirties have attained the mini-
mum retirement age,
Family composition data, indicating the proportion of individuals

with children and the average number of children per family, also
have greatsignificance, because the system provides -benefits for
orphaned children and their widowed mothers. The future birthrate
has an important role in this connection since it determifes.not only
the total number of children, but also how they are divided up into
fainlihes. The actual claims experience is valuable as a guide.
There must also be considered the factors resulting in termination

.of married status, divorce and mortality. The distribution of ages of
husbands and wives also affects the cost estimates. Various studies
have indicated that at almost all ages women have lower mortality
rates than men and that the mortality rates of married persons are
lower than those for all persons combined. In the cost estimates
differential mortality by marital status has been considered in deter-
mining costs for the various types of benefits.

-; Beneficiaries agd '65 and' over and their dependents are composed
of a number of different categories. Table 15 shows the projected
trends in the number of beneficiaries, distinguishing between old-age
beneficiaries (retired workers), wives and dependent husbands of old-
age beneficiaries, children of old-age beneficiaries, aged widows and
dependent widowers of deceased insured individuals, and depoendei'it
parents of deceased insured workers who left no widows or children
under age-18. It has been assumed that all retire'dpersons eligible to
receive old-age benefits based on their own earnings would apply for
and receive these benefits even though they'might be entitled to
larger wife's, husband's ,widow'swido 's, or parent's benefits
.(which instead would be paid as reduced supplementary amounts).
This assumption is made because it is never to the individual's disad-
:vantage and may be to his advantage to receive old-age benefits and
reduced supplementary benefits of another category, rather than to
receive solely the full benefits of the supplementary category.
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TABLE 15.-Estimated monthly beneficiaries I aged 65 and over and children of old-
age beneficiaries, in current-payment status, 1965-2000

(In thousands)

Old-age Wives of Children of Aged n ntCalendar year ' boneflcl- old-age ben- old-age ben- A DenentCaraeesnr enlclarlos eficiarles widows parents

Actual data for December

1950 ....................... 1, 771' 508 46 314 15
1951 ......... ............ ..... 2, 278 647 G 384 19
1952..................-....-- . 2, 614 738 75 455 21
1953...-.--......-----.-- . 3, 222 888 90 641 24
1954 ........... ............ 3, 775 1, 107 6825
1955 ..-. ..... .----.- --..- . 4,474 1,192 122 701 25

Low-cost estimate

1965-.,,..61..----------6.6,151 1,347 109 1,888 29
1980 ----.........--- ----.- 10, 98 1,743 176 3, 072 35
2000 .. ..................... 14,772 1,023 195 3,633 4

High-cost estimate

1965 ............... ........... 7,369 1, 66 132 1,933 $3
1980-......- ..------------- 12,736 1,892 180 3,109 47
2000............................. 18,978 2,051 187 3, 303 63

i For futiri estiniates, persons qualifying both for old-age benefits and for wife's, widow's husband's,
widower'sbr parent's bneft are shown as old-age beneficiaries. For actual data, such dual beneficlarli
are shown under both categories (as of December 1954, about 80,000 such Individuals).

I. e., retired insured workers.
I Including dependent husbands and also a small number of wives under ago 65 with child beneficiaries

In their care.
4 Including dependent widowers.
NoTE.-The estimated figures In this table are based on high-employment assumptions.

Although persons aged 65 and over make up the bulk of the pros-
pective beneficiaries under the program, the young survivors, com-
posed of orphaned children and widowed mothers, will receive a cod-
siderable amount of benefits. Table 16 lists these two groups
separately.
The high-cost assumptions show, as expected, a larger number

of old-age beneficiaries, and dependents thereof, than the low-cost
assumptions (table 15). This is in part because of the assumed'lower
mortality rates which result in a greater number and proportion of
aged persons, and in part because of the higher retirement rates
assumed and the greater proportion of the population assumed to Ib
insured as a result of the in-and-out movement between covered eri-
ployment and noncovered employment or- nonemployment. On the
other hand, the lower mortality tends to have the opposite effect in
regard to widows (table 15) and, despite the somewhat higher birth
rates, in regard to young survivors (table 16); thus a smaller number
of survivor beneficiaries is indicated under the high-cost assumptions
than under the low-cost assumptions.

9.869604064

Table: Table 15.--Estimated monthly beneficiaries aged 65 and over and children of old-age beneficiaries, in current-payment status, 1965-2000
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TABLE 16.-Estimated younger survivor monthly beneficiaries in current-payment
status, 1966-2000

(In thousands]

Calendar year

1950...- .......... ........-----------------------
1951.-.- -- - .......---------------------
1952.--------------------------------------- --

1953-..----------------------------------------
1954...------------------------------
1955...---------------------------------- ------

1 .........---..---...---...---..--------.............--- --..................................
1980...-.... .........................---------------------------
20001 ... ...- ..........--............................................
1965 .. ...............-....---.............--.---------------------
1980..--------------------------..-- ----- -----..

2000...-------------------------------------

Orphaned Widowed
children mothers

Actual data for December

053 169
778 204
864 229
963 264

1,054 272
1,154 292

Low-cost estimate

1,449 457
1,575 607
1,805 672

High-cost estimate

1,480 54
1,457 670
1,361 643

NOTE.-The estimated figures In this table are based on blgh-employment assumptions.

Table 17 summarizes the previous discussion by showing illustrative
numbers of beneficiaries and lump-sum death payments. Widows
widowers, and parents aged 65 and over are included under the aged
category, as are also spouses and dependent children of old-age
beneficiaries.
TABLE 17.-Estimated old-age and survivors insurance beneficiaries in current-

payment status, 1965-2000
[In thousands)

Lump-salm
Calendarvyear Aged bene- Younger deathCalendar year ^ ^ I p^^ ,
Crficiaries survivors

payments I

Actual data for December

1950 ............................................ 2,654 823 200
1951.......--...-...---.............-... 3,397 982 414
1952............---- ......... -----.--- .- 3, 933 1,093 438
1953 .. ........ ........ . ...................... 4,764 1,217 612
1954...--................................. 5,501 1,326 616
1955................................................ 6, 15 1,464 667

Low-cost estimate

1965................................................... 9, 524 1,906 923
1980...... ......................- 16,623 2,082 1,309
2000...... ...... .. ..... 20,466 2,377 1, 718

igbh-cost estimate

1965........................................................... 11,031 2,034 953
19i0...... . . . . . . . . . . . ........ 17, 64 2,027 1, 342
2000..................... ................. ............. . ... 24,682 1,904 1,7702000------- -- ---^--- - -24, 582 1, 904 1, 770

_Includingchldran6 'dag6boneflclrls anewivinde rg 65 havIng such children In their care.
For actual data, togures are somewi at overstated because of persons receiving both old-age bonofits and
wrle's, widow's, or parent's benefits (about 80,000 individuals as of December 1954).
'Number of deaths resulting in lump-sum payments during the year.
Norz.-The estimated figures In this table are based on high-employmuent assumptions.
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Table: Table 16.--Estimated younger survivor monthly beneficiaries in current-payment status, 1965-2000
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'In tables 13 to 17 only potential long-range trends have beenset
down, with' riccognitiol of cyclical or periodic fluctuations. Bear-
ing this in miiid, cei'tain trends may be observed in these illustrative
tables of number of beneficiaries.

(1) An overall uptrend in beneficiaries under all types of benefits
payable to persons aged 65 and over and their dependents;

(2) After 1960, a relatively small increase under the low-cost
assumptions aind a leveling off iuilder the high-cost assumptions in the
number of o'pharli'-ichild and widowed-mother beneficiaries;

(3) The relatively small, and increasingly snmller, proportion of allbenefits represented by younger survivor benefits
(4) A relatively rapid advance in the proportion of fully inspired

persons aged 65 and over (including those drawing benefits) as com-
pared with the rise in the proportion fully insured at ages 20-64; and

(5) A rapid rise in the percent of aged persons receiving old-age
benefits.

(f) Remarriage rates.-RRemarriage of "young widows" is an im-
portant cost factor since it results iln termination of mother's insurance
benefits and also of rights to deferred widow's benefits at age 65.
The greatest potential duration of benefits occurs among the youiger
widlows, who can receive benefits for many years as mothers of young
children and later as aged widows. These, however, are'also the
women with, the greatest chance of remarriage. Among the older
mothers with fewer prospective years of benefit receipt (their youngest
child being nearer age 18), thie'probability of remarriage is smaller.

Remarriage rates vary both by age of thewidow and by durati'on'
of widowhood. The remarringe factor produces a tangible 'reductioA
in tlhe volume of "life insurance" afforded bV tlhe program when such
"life insurance" is interpreted as meaning the present value, in case
of the worker's deatli of prospective benefit payments to his sur-
viving dependents, after taking account'of this reduction. It is esti-
mated that at the beginning of 1955 the program provided about
$345 billion of such "'life insurance" protection for survivors.

(q) Enmploytent of beneficiaries.-Since monthly benefits for all cate-
gories of beneficiaries are, in effcct, suspended in ally month in which
the beneficiary is under age 72 and has more earnings than pelriitted
under tlhe retirement test, assumptions as to tile employment of
beneficiaries rank high i importance among the various cost elements.
In December 1954, 72 percent of those aged 65 and over who were
fully insured were actually receiving benefits. Tile proposition is in-
fluenccd to some extent by the favorable work opportunities for the
aged now prevailing. In the future this proportion will probably
increase somewhat, if for no other reason than the aging of the insured
population.

Then, too, a large demand for labor draws into employment and
away from benefit receiIptmany widowed moti,hers and older children.
There is assumed to be more employment of beneficiaries, andc thus
savings in cost, in the low-cost assumptions than in tlie high-cost
ones.

(h) Earnings in covered emplloyient.--OieG of the most striking
changes in earned iniicome!6on' record liast;',ken place since 1940. Not
only have there been furltherriscs in the hourly rate of earnings since
the end of World War II, including a sharp rise following tlhe out
break of the Korean conflict, but also unemployment, including partial
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unemployment, has been relatively low so that most workers have
had a full workweek (table 18).
TABLE 18-Average earnings credits of workers under old-age and survivors insurance

by years, 1937-53

Workers with any earnings Workers with earnings In all
in year 4 calendar quarters

Calendar year
Tota. Male * Female Total Male Female

$3,000 masimum earnings base

1037 ........-- --- .. .......-.
1938 ....---------. ------.----....

1939 . . ....--------------.... .--
1940 ......------- ----------.---- .--

1941 ...----..----.----..------
1942 ......------ - ------------ ..

193... ------ --...---------.-.
1944 ......--....- - --------....--

1945 ......----------------.. .......
1946-----... . ....----------. -

194/ ..............-. . .....-------------
1948...-............-.... .......

1949.. .... ... ......
1950 .... ....... ......- ......

$899 $1, 03 $539 (1) (I) (1)
-832 958 607 $,211 $1,359 $783
881 1,014 636 1,247 1, 400 800
926 1,070 553 1,306 1,405 831

1,014 1 188 674 1,4661 I, 6-G 910
1,127 1 34 609 1,703' 1,39' 1,047
1,289 1, 80 788 1,013 2, 205 1271
1,369 1,681 887 1,99 2,301 1,402
1,328 1,691 895 1,082 2, 293 1,384
1,394 1, 635 929 2,031 2, 269 1,480
1, 71 1,831 1,044 2,173 2,393 1,611
1,677 1, 39 1,138 2, 281 2,493 1,733
1,711 1,9 1,185 2,298 2,508 1,763
1,769 2, 026 1,232 2,376 267 1,862

$3,600 maximum earnings base

1951 total -----------.......... . $22,,04 3$2' 1,333 (1) ()
1951 wnigO employment--- -- 1,997 2, 35. 1,319 $2665 $2,96 1,945
1951 self-employment-...--............-2,278 2,356 1, 745 () ()

1952 wngO employment... 2,070 2,440 1 400 2,740 3,040 2,060
132 self-employment 21 ----- --- 2,330 2,450 1 740 ) (
1953 total ........ . ............ 2,180 2, 1,5001 0 ( ) ) ()
1953 wage employment .......... 2,610 ,490 2820 0 2,150
1953 self-employnent -..................- 2, 350 2,500 1, 700
1954 total--..,- ,,,,,,,... 2,200 2,550 1,60 ) ()
1954 wago employment .................. 2,150 2,500 1600 2,850 3,100 2,200
1954 self-employment .. ..... ........... 400 2,600 1, 700 (1) () (

I Data not available.
I Preliminary.

The higher earnings rate gives workers relatively more chance of
obtaining credit for quarters of coverage (at $50 of wages per quarter)
now than in the prewar years, thus effecting an increase in number of
persons with insured status and in the average wage sed for benefit
computations. These increases are assumed to be more or less
pernlanent.

Tlie cost assumptions involve average annual creditable earnings
in perpetuity of $3,485 foi' men who work in all 4 quarters of a year
and, corres)ponding]y, $2235 for women. For both men and women
the average 'earnings used for 3-quarter workers is about 45 percent
of that 'for 4-qluarter workers (i. e., at a lower rate lper quarter).
Corresponding proportions for the 2-quarter and 1-quarter workers
are aboit 22 and 9 percent, respectively. As used here, the reference
to 4-quarter workers, 3-quartcr workers, etc., relates oily to the status
in a particular SCar;-thle estimates allow for: the fact that over the
course of a working lifetime an individual may be in covere-d employ-
ment all 4 quarters of some years, fewrer-in othlir years, and perhaps
not in covered employment at all in still otller years. Tllese ratios
of tihe pai't-time average covered earnings to the 4-quarter average
parallel very closely the actual ratios observed in the old-age and
survivors earnings data.

9.869604064

Table: Table 18.--Average earnings credits of workers under old-age and survivors insurance by years, 1937-53
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The 4-qtiarter earnings assumptions may be compared with'ti
actual experience'for such workers in the past yeais as shown bytieh
last two columns of table 18, but allowance must be made for the
changes in the maximum wagebabe. The earnings assumptions are
on about the level prevailing in 1964 and are about 30 to 35percent
above the experience in 1947, used as the basis for the estimates made
for the 1950 amendments (after adjustment for change in the wage
base), and. about 10 percent above the 1951-52 level, used forthe
estimates fot the 1954 amendments.
Development of the prospective cost of the program using the

various elements discussed furnishes reasonable illustrations-of the
number of future beneficiaries and costs. The values derived are well
within the outside boundaries of possibility, though by no mead s
either the lowest or the highest conceivable. Experience to date is
limited; the payment of monthly benefits began in 1940, andthem e

benefit's were revised drastically in 1950 and again moderately in 1952
and 1954. As payments got under way, limitations of coverage and
the insured-status requirement excluded large numbers of potential
beneficiaries. In recent years, as the lag diminished and coverage
expanded, payments have been limited by postoiincments in the
claiming of benefits occasioned by favorable employment conditions
during the war and immediate postwar years. The long-range cost
estimates look beyond these limitations and attempt to furnish some
indication of the future trend in costs of the old-age and survivors
insurance program.

It is to be noted that in addition to the assumptions already dis-
cussed, the long-range cost illustrations include assumptions relating
to retirement rates,- interest rate, and various miscellaneous adminis-
trative factors. Since the earlier cost estimates were developed,
sufficient actual experience under the operation of the program is
available to permit the introduction of various modifications to
allow for such factors as the minimum and maximum provisions as to
benefits, and the provision that the lump-sum death payment in cer-
tain instances may not exceed the actual burial expenses. Also taken
into account are such miscellaneous factors as differential retirement
rates by marital status and the effect of lowered earning capacity
during last illness on tie size of survivor benefits.
An important element affecting old-age and survivors insruance

costs arose through amendments made to the Railroad Retirement
Act in 1951. These extended the 1946 amendments and provide for
a coordination of railroad retirement compensation and old-age and
survivors insurance covered earnings in determining not only survivor
benefits but also retirement benefits for those with less than 10 years
of railroad service. All future survivor and retirement cases involving
less than 10 years ofrailroad service are to be paid by the old-age and
survivors insurance system.

Financial interchange:provisions- are established such that the old-
age and survivors insurance trust fund is to be placed in t.he same
financial position as if there never had been a separate railroad retire:
ment program. It is estimated that, over the long -range, the net
effect of these provisions will be a relatively small gain to theold-ae
and survivors insurance' system since the reimbursements from the
railroad retirement system willbe somewhat larger than the net addi-
tional benefits paid on the basis of railroad earnings. The long-range
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costs developed he' arie for the operation of the trust fund on the
basis, provided ih 'current law, thi&t tll railroad ehiployment will be
(and beginning with 1937 has been) covered employment. The bal-
ance in the ffin thus corresponds exactlyi the actual situation.
But the contribution inc6hiean-id benefit disburi nt figures shown
(as well as the niiumber of beneficirks)ariee roughly 5 percent higher
than the payments which will actually be made directly to the 'trust
fund from contributors and the payents-which will actually be made
from the trust fund to the individlial benefictirdi'. This is the case
because the figures here inclid'e both the additional contributions
which would have been collected if railroad employment had always
been covered and the additional benefits that would ha e' been paid
under such circumstances. The balance for these two elements is to
be accounted for in actual practice by the operation of the financial
intcrchangfie provisiohs.
The long-range cost estimates of income and outgo were presented

in the body of the report in tables 10 Andi1, the former showing the
benefit cost relative to payroll and the latter the progress of the
trust fuhd. In addition to the figures for the low-cost and high-cost
estimates, resulting from two carefully considered 'series of assump-
tions, intermediate-cost estimates have been developed. The latter
are merely an average of the low-cost and high-cost estimates of
beneficiaries,'disbursements, and inco'mie of the trust fund; they are
not intended to represent "most probable" figures. Rather, they have
been set down as a convenient and readily available single set of
figures to be used for comparative purposes.
Since the Congress has adopted the principle of establishing in the

law a contribution schedule designed to make the system self-support-
ingI it was necessary at the tiine the legislation was enacted to select
a single set of estimates as the basis for the contribution schedule.
The intermediate-cost estimate was used for this purpose. Quite
obviously any specific schedule may require modification in the light
of future experience, but the establishment of the schedule in the law
does make clear the congression al inteiit that the system be self-
supporting. Exact self-support cannot be obtained from a specific set
of integral or rounded fractional rates, but the intention to adhere as
closely as possible to this principle of self-support was clearly ex-
pressed by the Congress in 1950 when it developed the tax schedule in
the law, and again in 1952 and 1954 when further amendments were
made.
The Congress considered the matter of costs in the legislative

development of the 1954 amendments-especially in the light of the
new estimates for the 1952 act which showed somewhat higher costs
than previously estimated; Part of this higher cost was recognized
in tie 1954 act, as was all of the increased cost of'the changes made
(over the savings effected by such changes sasextension of coverage
and the higher wage base). Accordingly, it may be said that in the
1954 act the increase in the ultimate cotbiontrtiorate met all of the
additional costs of the benefits provided and'a substantial part of the
deficiency in the'financing of the 1952 act, which the latest estimates
indicated. The revised estimates presented in this report indicate
that such deficiency is even smaller than shown by the originalestimates for the 1954 act.
Tables 10 and 11 show the steady rise in benefit payments'under

the widely different sets of conditions discussed earlier in this section,
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and demonstrate the large increases, relatively and in absolute quan-
tities, which would occur even after 1980, particularly under the
high-cost assumptions.

Because of the nature of the assuiimptions, the tables show oiily
smooth trends, omitting the irregularities and periodic cyclical varia'
tions which may develop. These irregularities are expected to be far
more pronounced in regard to contributions than benefits since, after
the system is well established, the dollar amount of the benefit roll
will contain a large proportion of fixed payments to permanently
retired persons. However, the payroll of covered workers from which
the contribution income, is derived will react quite sensitively to
increases or decreases in job opportunities, changes in the length of
the workweek, and changes in unit rates of pay. For demographic
reasons alone, as discussed earlier, it is unlikely that the system
would level out, even eventually, to a completely fixed relationship
between contributions and benefits.

Table 10 compares benefit costs related to payroll for the present
estimate. The cost rises steadily under both estimates-leveling out
somewhat between 1990 and 2000. The "ultimate" cost is reached
some 20 or 25 years after the year 2000 at roughly 8 percent of payroll
for the low-cost estimate, 12 percent for the high-cost estimate, and
10 percent for the intermediate-'cost estimate.
The interest assumptions used in determining level-premium costs

are 2%, 2.4, and 22 percent. The average rate on investments of tlit
trust fundils currently about 2.3 percent (as of tlhe end of 1955). The
intermediatc-cost estiinate shows a level-priemiuin cost of 7.63 percent
of payroll at 2 -percent interest, 7.51 percent of payroll at 2.4 pcicent
interest, and 7.44 percent at 22-percent interest. These figures nay
be contrasted with the level rate equivalent to the graded cofitribiutibn
schedule ii tlle law (taking into account the lower contributions pay-
able by thle self-employed as compared with the conibined employer-
employee rate), which is about 7.3 percent of payroll. Thus, this
comparison iiidicates that according to these intermediate-cost figures,
the tax schedule in the law is not quite self-supporting.

Table 11 shows the progress of the trust-fund under the present
estimates.: In the low-cost estimate, contribution income excee-ds
benefit disbursements in all years. Accordingly, the trust fundbulilids
up quitc rapidly and even some 45 yearhencsence is going'at ttate
of almost $0 billion per year (and at that time is about $190 billion).
On the other hand, under the corresponding hilgh-cost estimate, benefit
disbursements exceed contribution income in and after 1980, A i the
trust fund, after building up to a maximum of about $45 billion in
1983, decreases thereafter until it becomes exhausted shortly after the
year 2000.

Thllese results for the low-cost and high-cost estimates are to be
expected since tlie system on an intermediate-cost estimate is approxi-
mately self-sulpporting. Accoriglyst estimate should
show\ that tle system is more thanll self-supportiigand a high-cost
estimate should show tlat a ldeficieiicy will arise in later years. At
any rate, it appears likely that there will be ample funds for several
decades even. with relatively unfavorableexperience.

According to the intermediate-cost estimate, contribution inconie
will exceed benefit disbursements until 1986. Accordingly, the tiist
fund grows steadily, reaching a maximum of about $121 billion in 206.5
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and tlien declines slowly. This decrease is another indication that the
tax schedule in the law is not quite self-supporting under the
intermediate-cost estimate.
A factor mentioned earlier, but not used in tlhe actuarial projections,

is the trend observed in the past, of an irregular but upward movement
in earnings, both on a dollar basis and in tl' forin of real wages. If
this secular trend continues, then--otlher things being equal and with
no changes in the present provisions of the law-the curves of both
benefits and contributions would be more steeply ascending than
shown. The upward changes in the contribution curves, however,
would be far more accentuated than would be such clan.nges in the
benefit curves. There are several reasons for this effect, theIimportant
one being that the benefit increase would be dampened because-

(1) Benefits are determined by the average monthly wage up
to the maximum of 8350; 55 percent is applied to the first$110
thereof and 20 percent to the part above $110. As average
earnings increase and more persons approach or reach the $350
maximum, a larger portion of such earnings falls in that bracket
of the benefit formula to which thle 20-percent rather than the
55-percent rate applies. Thus benefits are smaller in relation
to earnings, and consequently in relation to contribfitionls.

(2) Contriblitions in any year are based substantially on the
covered earnings of that year. Benefits in force in any year are
based on weighted composite earnings of all previous years inwhich the insured persons on whose account the benefits are paid
worked in covered employment, and in far distant future years
would include earnings of as niuch as 50 previous years.

Tlhe assuinption of steadily rising earnings in conjunction with
an unamcndcd benefit formula would have an inlportant bearing in
considering the long-range cost of the program.Wiith-su an assumlnp-
tion, the future rise in earnings wouldscem to offer significant financial
help in the financing of benefits because contributions at a fixed
percentage rate would increase steadily relative to benefit dlisburse-
ment. However, benefits paid would steadily diiiiish in relation to
the current earnings le'!cl. As a result, offscbetiig this apparent
savings in cost is the liliehiiood that from the long-range point of view
the present benefit formula woulld not be maintained.

In revising the benefit schedule to conform with the altered earn-
ings level, the changed costanid contribution picture would have to
be considered. Tills is especially true for changes resulting from the
fact that benefits would be based on earnings prevailing at the time
of the revision and thereafter, while the accum-ut11li:ed tlrust fund at
that time would liave developedfrom cont.lributiorns on the lower
earningss levels of the past. The fuid thus wouldplay a less import-
ant. role ii fiiianiiciiigfthe program tlian it would if the earnings level
had not clihanged. If it is assumend that tlie benefit level in the future
will be adjusted in proportion to the increase in average earnings,
the level-premium cost of tlhe program, expressed as a percentage of
taxable: earnings in perpetuity, would be increased because of the
diminisiiiig pIart played by the accumulated trust fund in financing
the program. For small annual rates of increase in average earnings
(i. e., for rates less tlan the assumed valuation interest rate) this
increase inr cost may be partially counterbalanced by the time lag
which would undoubtedly occur between the rise in earnings level
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and the amendment of the benefit provisions. However, for larger
rates of increase in average earnings the level-premium cost in per,
petuity wotild be the ultimate- cost, because the fund would ultimately
play virtually no role in the financing of the benefits. Nevertheless,
during the course of this century at least, the interest income from
the fund would continue to be a significant amount in relation to
total disbursements.

In addition to excluding the assumption of increasing wages in the
future, the detailed cost estimates given have avoided dealing with
various other important secular trends. These have diverse effects
on costs which cannot be adequately extrapolated into the future.
One illustration is the lengthening of the period of childhood or
preparation for work. Another possibility is a drastic change in the
average age of retirement, either to a considerably lower effective
age so that practically all persons would retire at the minimum age
of 65 or converesly to a higher effective age, under circumstances of
greatly improved health conditions combined with good employment
opportunities, such that few would retire before age 72 (after which,
in any event, benefits are paid regardless of employment).
APPENDIX II. LEGISLATIVE HISTORY AFFECTING TRUST FUND

Contribution rates.-The Social Security Act of 1935 fixed the
contribution rates for employees and their employers at 1 percent
each on taxable wages for the calendar years 1937-39, and provided
for higher rates thereafter. However subsequent acts of Congress
extended the 1-percent rates through calendar year 1949. On
January 1, 1950, the rates rose to 14 percent each for employees and
employers, in accordance! with the provisions of the Social Security
Act Amendments of 1947. The Social Security Act Amendments of
1950 provided that the 1--percent rates should remain in effect
through calendar year 1953. Beginning January 1, 1951-the effec-
tive date of extension of coverage to self-employed persons-the rates
of tax on self-employment income have been equal to 1% times the
corresponding employee rates.

Special refunds of employee contributions.-With respect to wages
paid before 1951, refunds to employees who worked for more than
one employer during the course of a year and paid contributions on
such wages in excess of the statutory maximum, were made from
general, revenues. With respect to wages paid after 1950, these
refunds are paid from the Treasury account for refunding internal-
revenue collections. The Social Security Act Amendments of 1950
direct the managing trustee to pay from time to time from the trust
fund into the Treasury as repayments to the account for refunding
internal-:revenue collections, the amount estimated by him to be
contribli-tions which are subject to refund with respect to wages paid
after 1950.

Credits for military service.-The Social Security Act Amendments
of 1946 added section 210 to the Social Security Act. This section
provided survivor-insurance protection to certain World War 11
veterans for a period of 3 years following their discharge from the
Armed Forces. Section 210 (d) authorized Federal appropriations to
reimburse the Federal old-age and survivors insurance trust fund for
such sums as were ithdrawn to meet the additional cost (including
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administrative expenses) of the payments under this section. The
1950 amendments, which provided additional benefits for World War
II veterans and the i192, 1953, and 196: amendments, which pro-
vided additional benefits'on accountfof active military or naval service
from July 25, 1947, through Mach 31, 1956, ctiarged to the trust fund
not only these additional benefits but also tlose payable under the
1946 amendments (beginning September 1950).
Social Securitty Act Amendments of 1950.1-The 1950 amendments

to the Social Security Act, which represented the first major legislative
changes in the old-age and survivors insurance program since enact-
ment of the 1939 amendments, became law August 28, 1950.
The more important changes significant from an actuarial stand-

point are presented below.
1. Coverage was extended compulsorily to re;gularly employed

domestic and farm employees; most Federal employees not covered
under the civil service retirement program; the nonfarm self-employed
other than doctors, lawyers, engineers, and members of certain other
professional groups; employees and the self-employed in Puerto Rico
and the Virgin Islands; and a few other small occupational classes.
In addition, two categories of employees were given the opportunity to
be covered on a voluntary basis-employees of nonprofit institutions
and employees of State and local governments who are not under
retirement systems.

2. Benefits were made payable in certain circumstances in which no
benefits would formerly have been paid.

(a) The requirements for fully insured status were liberalized by
introducing a new starting date for determining such status. This
"new start" enabled many persons at least 65 years of age who did
not meet the former requirements to become immediately eligible to
receive retirement benefits. It also removed the disadvantage the
newly:: covered groups would otherwise have faced in acquiring
eligibility.

(b) Provisions defining dependency were modified to permit the
payment of survivor benefits to all unmarried children under 18 years
of age whose mothers were currently insured at time of death.

(c) Several new benefits for dependents and survivors of insured
persons were added. Benefits equal to 50 percent of the primary
insurance amount are payable to a wife, under 65 years of age, of an
old-agc (primary) beneficiary as long as she has in her care a child
entitled to benefits on her husband's earnings. In certain instances
benefits are payable to the dependent husband, aged 65 or over, of a
retired female beneficiary, and also to the aged surviving dependentwidower of a deceased woman worker. Husband's and widower's
benefits are equal to 50 and 75 percent, respectively, of the primary
insurance amount.

(d) The provisions governing the withholding of benefits because
of woi'k in covered employment were liberalized. Eligible persons at
least 75 years of age could receive benefits regardless of the amount of
their earnings in covered employment. Those under 75 years of agemight earn as much as $50 a month in covered employment and still
receive benefits.

I Certain provisions In theaeamendmants were further changed in 1952 and/or 16M4
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(e) Lump-sum 'death benefits were made payable even though
monthly benefits were payable to survivors for the month in which thi
wage earner died.

(f) MIonthly benefits were made payable retroactively for a period
up to 6 months prior to the month in which an application was filet
provided the beneficiary was eligible therefor.

3. Larger benefits were made payable to future beneficiaries as wel
as to persons on the rolls.

(a) The maximum amount of annual taxable earnings was raised
to $3,600.

(b) For persons having at least six quarters of coverage after 1950
the average monthly wage might be calculated over all years aftei
1936 or after 1950, whicliever yielded the larger primary insuriniiamount, except that in the case of individuals born after 1928, the
1950 starting date was required.

(c) For persons whose average monthly wage was calculated on the
basis of earnings after 1950, tihe monthly primary insurance amount
was 50 percent of the first $100 of average monthly wage, plus'15
percent of the next $200. The minimum primary insurance amount
ranged from $25 for persons with average monthly wages between $35
and $50, down to $20 for persons with average monthly wages below
$31.

(d) For persons already on the beneficiary rolls, benefits were
increased by means of a conversion table contained in the new amend.
ments. Where the wage earner lacks six quarters of coverage after
1950, benefits to future beneficiaries will be based on an average
monthly wage computed over all years after 1936. In all cases where
the avrage: monthly wage is computed over all years after 193,
including cases referred t in subparagraph' (b) above, benefits willbe
computed by the old formula, except that no 1-percent increment
will be.inclided for years' after 1950. The amounts so computed
would then le increased, by means of the conversion table.

(e) Parent's benefits were increased to 75 percent of the primary
insurance amount.- Child-survivor benefits were increased so as tb
pay to each child the sum of (1) 50 percent of the primary insurance
amount, and (2) 25 percent of the primary insurance amount, divided
by the number of child beneficiaries in the family; The amount of the
'lump-sum death payment was changed from 6 times the primary
insuranciebenefit to 3 times the primary insurance amount.

(J),The maximum monthly amount of family benefits payable
with respect to one wage record was the smaller of $150 or 80 percent
of the average monthly wage, provided that the latter limit would not
reduce benefits below $40.

4. The provision which was added to the' Social Security Act 'in
1943 authoriziiig appropriations to the trust fund from general reve
nues when needed to meet costs was eliminated.
'Social Security;Act amendments of 192.2--The 1952 amendment

to the Social Securi;y Act"beame law July 18, 1952. The important
:changes significant from an actuarial standpoint 'are presented below:

1. Larger benefit madepayableben tobeneficiary families on the
rolls as well as to virtually all future beneficiary 'families.-

(a) For persons with an average monthly. wage calculated on the
basis of earnings after 1950, the monthly primary insurance amount

' Certain provisions In these amendments were further changed In 1954.
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was 55 percent of the first $100 of: average mohntly wage, phls 15
percent of. the next $200. The milimuti primary insurance amount
was made $25 for persons whose average monthlyy wage was under $35,
and $26 for persons with average monthly wages from $35 to $47.

(b) For persons already on the beneficiary rolls whose benefits
were determined by the conversion table, benefits were increased
by the use of a new conversion table in which all primary insurance
amounts in the table of the 1950 law were increased by $5 or 12'
percent, whichever was larger. This new conversion table would be
applicable in determining benefits for all flutuire beneficiaries whose
average monthly wage was computed over all years since 1936.

(c) The maximum monthly amount of family benefits payable with
respect to one wage'record was the smaller of $168.75 or 80 percent
of the average monthly wage, provided that the latter limit would
not reduce benefits below $45.

2. The provision governing the withholding of benefits because of
work in covered employment was liberalized. The amount which
eligible persons under age 75 might earn in covered employment and
still receive benefits was increased to $75 a month.
Social Security Amendments of 1964.-A summary of the provisions

affecting receipts and disbursements of the trust fund appears on
pages 2-4.
Cooidinati6n of old-age and survivors insurance and railroad retire-

mentprogrpams.-Public Law 234, approved October 30, 1951, amended
the Railroad Retirement Act to provide a new basis of coordinating the
railroad retirement program 'witi old-age and survivors insurance.
This legislation provides that the railroad wage credits of worker's
who die or retire with less 'tan 10 years of railroad employment shall
be transferred to the old-age and survivors insurance system. The
situation will be unchanged for workers who acquire 10 years or more
of railroad service. That is, the survivors of over-10-year railroad
workers will, as under the 1946 amendments to the Railroad Retire-
men't Act, receive benefits under one program or the other based on
coimliiied wage records, while retirement benefits will be payable
under both systems to individuals with 10 or more years of railroad
service who also qualify under old-age and survivors insurance.
With respect to the allocation of costs between the two systems,

Public Law 234 required the Railroad Retirement Board and the
Secretary of Health, Education, and Welfare to-
deternine, 'no later than January 1, 19F54, thi' amount which would' place the
'Federal old-'ge and survivors insurance trust fund in the same posljion in whviich
it would have been at, the close of the fiscal year endiiin June 3:0, 1952, if service
as an employee after, December 31, 1936, had been included in the term "employ-
ment" as defined in the Social Securityv Act and in the Federal Insurance Contri-
butions Act.
Both agencies completed a series of joint actuarial studies and analyses
.required by this provision. The results showed'that the addition of
488 million to the old-age and survivors insurance trust fund would
place;itin the same position as of June 30,'1952, as it would have been
if railroad employment had always been covered under the Social
Security, Act.
,There is hno authority in the law to transferthe $488' million from

the railroad retirement account to the trust fund, but the legislation
provides thatt beginning with fiscal year 1953, and for each' fiscal year
thereafter, annual interest payments on this amount (less any offsets
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described below) are to be transferred from the railroad retirement
account to tle trust fund.
The legislation further provides that at the close of fiscal year lqi,

and each fiscal year thereafter, annual reimbursements are to be
effected between the railroad retirement account and the trust fund
in such amounts as would, taking into consideration the amount d4t.-
mined for the period through June 30, 1952, place the trust fund at
the end of the, year in the same position in which it Would have been
if railroad employment weie covered under the Social Security Act
If the reimbursement is fromi the trust fund to the railroad retirement
account the Secretary of Health, Education, and Welfare may offset
the amount of such reimbursement against the amount determined for
the period through June 30, 1952.

Change in definition of "employee."-Public Law 642, approved
June 14, 1948, which amended the definition of the term employeee"
as used in the Social Security Act, resulted in the exclusion from
coverage of certain services previously held covered. While the
amended definition was made retroactive to 1937, certain wage credits
established under the former definition will remain credited to the
individual's account. The law authorizes an appropriation to the
trust fund from general revenues equal to the estimated total amount
of benefits paid and to be paid that would not have been paid had
the amended definition been in effect beginning in 1937.

Authorization for construction of office building.-With the passage
of Public Law 195, approved August 1, 1955, a total of $25,370,000
was authorized in expenditures from the trust fund for construction
of an office building and related facilities for the Bureau of Old-Age
and Survivors Insurance.

APPENDIX III. STATUTORY PROVISIONS CREATING THE TRUST FUND
AND DEFINING THE DUTIES OF THE BOARD OF TRUSTEES

(Secs. 201 and 218 (e), (r), and (j) of the Social Security Act as amended)
Federal Old-Age and Survivors Insurance Trust Fund

SECTION 201. (a) Thereis hereby created on the books of the
Treasury of the United States a trust fund to be known as the
"Federal Old-Age and Survivors Insurance Trust Fund" (heeinafte
in this title called the "Trust Fund"). The Trust Fund shall coinsst
of the secrities held by the Secretary of the Treasury for the Old-Ae
Reserve Account and the amount standing to the credit of the Old.
Age Reserve Account on the books of the Treasury on January l,
1940, which securities and amount the S'ecetary.of the Treasury is
authorized and directed to transfer to the T;ust Fudndand, in addi
tion, such amounts as may be appropriated to, or deposited in, the
Trust Fund as hereinafter provided. There is hereby appropriated
to the Trust Fund for the fiscal year ending June 30, 1941, and for
each fiscal year thereafter, out of any moneys in the Treasury not
otherwise appropriated, amounts equivalent to 100 per centum of-

(1) the taxes (including interest, penalties, and additions to
the taxes) received under subchapter A of chapter 9 of their
Internal Revenue Code of 1939 (and covered into the Treasury)
which are deposited into the Treasury by directors of internal
revenue before January 1, 1951; and
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(2) the taxes certified each month by the Commissioner of
Internal Revenue as taxes received under subchapter A of
chapter 9 of such code which are deposited into the Treasury
by directors of internal revenue after December 31, 1950, and
before January 1, '1953, with respect, to assessments of such
taxes made before January 1, 1961; and

(3) the taxes imposed by subchapter A of cliapt'r 9 of such
code with respect to wages (as defined in section 1426 of such
code), and by chapter 21 of the Internal Revenue Code of 1954
with respect to wages (as defined in section 3121 of such code)
reported to the Commissioner of Internal Revenue pursuant to
section 1420 (c) of tlie Internal Revenue Code of 1939 after
December 31, 1950, or pursuant to sections 6011 (a), 6071,
6081 (a), 6091 (a), 6302 (b) of the Internal Revenue Code of 1954
after December 31, 1954, as determined by the Secretary of the
Treasury by applying the applicable rates of tax under such
subchapter or chapter 1 to such wages; which wages shall be certi-
fied by the Secretary of Health, Education, and Welfare on the
basis of the records of wages established and maintained by such
Secretary in accordance with such reports; and

(4) the taxes imposed by subchapter E of chapter 1 of tie
Internal Revenue Code of 1939, with respect to self-employment
income (as defined in section 481 of such code), and by chapter 2
of the Internal Revenue Code of 1954 with respect to self-
employment income (as defined in section 1402 of such code)
reported to the Commissioner of Internal Revenue on tax returns
under such subchapter or chapter, as determined by the Secretary
of the Treasury by applying the applicable rate of tax under such
subchapter or chapter to such self-employment income, which
self-enployrment income shall be certified by the Secretary of
Health, Education, and Welfare on the basis of the records of
self-employment income established and maintained by the
Secretary of Health, Education, and Welfare in accordance with
with such returns.

The amounts appropriated by clauses (3) and (4) shall be transferred
from time' to time from the general funid in the Treasury to the Trust
Fund on the basis of estimates by the Secretary of the Treasury of the
taxes, referred to in clauses (3) and (4), paid to or deposited into the
Treasury; and proper adjustments shall be made in amounts sub-
sequently transferred to the extent prior estimates were in excess of
or-were less than the amniounts of the taxes referred to in such clauses.

(b) There is hereby created a body-to be known as the Board of
Trustees of the Federal Old-Age and Survivors Insurance Trust Fund
(hereinafter in this title called the "Board of Trustees") which Board
of Trustees shall be composed of the Secretary of the Treasury, the
Secretary of Labor, and the Secreltary of Health, Education, and
Welfare, all ex officio. The Secretary of the Treasury shall be the
Managing Trustee of the Board: of Trustees (hereinafter in this title
called the "Managing Trustee"). The Commissioner of Social Se-
curity shall-serve as Secretary of the Board of Trustees. It shall be
the duty 'of the Board of Trustees to-

(1) Hold the Tru'st Fund;
(2> Report to the Congress not later than the first day of

March ofBeach year on the operation and status of the Trust
C0024'--7 '. Poc.. 84. 2, vol. 1--20
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Fund during the preceding fiscal year and on its expected opera.
tion and status during the next ensuing five fiscal years

(3) Report immediately to the Congress: whenever the Board
of Trustees is of the opinion, that during the ensuing five fiscal
years the Trust Fund will exceed three times the highest annual
expenditures anticipated during that five-fiscal-year period, and
whenever the Board of Trustees is of the opinion that the amount
of the Trust Fund is unduly small; and

(4) Recommend improvements in administrative procedures
and policies designed to effectuate the proper coordination of the
old-age and survivor's insurance and Federal-State unemployment
compensation program.

The report provided for in paragraph (2) above shall include a state.
ment of the assets of, and the disbursements made from, the Trust
Fund during the preceding fiscal year, an estimate of the expected
future income to, and disbursements to be made from, the Trust
Fund during each of the next ensuing five fiscal years, and a state-
ment of the actuarial status of the Trust Fund. Such report shall
be printed as a House document of the session of the Congress to which
the report is made.

(c) It shall be the duty of the Managing Trustee to invest such
portion of the Trust Fund as is not, in his judgment, required to meet
current withdrawals. Such investmeiits may be made only in interest-
bearing obligation's of the United States or in obligations guaranteed
as to both principal and interest byt ie-United States. For such pur-
pose such obligations uiy-be acquiired (1)' on original issue at par, or
(2) by purchase of outstanding obligations at the market price. The
purposes: for which obligations of the United States may be issued
under the:Second Liberty Bond Act, as amended, are hereby extended
to authorize the issuance at par of special obligations exclusively to
the Trust Fund. Such special obligations shall bear intcret at a rate
equal to the averiCage rate.of interest, computed as to the end of the
calendar monijthn:xt precediiiguthiidateof such issue, borne by all
interest-bearing -obligations of the United State then forming a part
of the Public Debt; except that where such average rate is not a mnul-
tiple of one-eigith of l per cehfituim, the rate of interest of such special
obligations shalll be tlhe multiple of one-eigihth of 1 per centum next
lower thlian such average rate. Such special obligations shall be issued
only if the Managing rprstee deterriiies that 'tlie purchase of other
inteircst-bearing obligations of the United States, or of obligations
guaranteed as to both principal and interest by the United States on
original issue or at the market price, is not in the public interest.

(d) Any obligations acquired by the Trust Fund (except special
obligations issued exclusively to the Trust Fund) may be sold by the
Managing Trustee at the market price, and such special obligations
may be redeemed at par plus accrued interest.

(e) sTheiiterest'owiand the proceeds from the sale or redemption of,
any obligations held inithe Trust Fund shall be credited to and form a
part of.thel rtust;iFund

(f)) ()The Managing .Trustee is .directed to pay from the Trust
Fund into the Treasury the amount estimated bv:him and the Secre?
tary of Health, Education, and Welfare which will be expended during
a three-month period by the Department of Health, Education, and
Welfare and the Treasury Department for the administration of
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titles II and VII'of this AtCt' arid subchapter E of chapter 1tand sub-
chapter A of.chapter 9 of 'the Inteinal Revenue Code of 1939, and
chapters' 2 and 21 'of the Internal Revenue Code of' 1954, Such pay-
ments shall be covered into the Treasury.as repayments to the accotit
for reimbursement of expenses incurred in connection'with' the admin-
istration .of titles II and VIII of this Act and stubhapter E of chapter
1 and subchapter 'A of chapter 9 of the Int'ernal Revenue Code of
1939. and chapters 2 and 21 of the Internal Revenue Code of 1954.

(2) The Managing Trustee is directed to pay from time to time
from the Trust Fund into the Treasury the amount estimated by him
as taxes which are subject to refund under section 1401 (d) of the
Intelrnal Revenue Code of 1939 with respect to wages (as defined
in section 1426 of such code) paid after December 31, 1950, and prior
to January 1, 1955, alnd under section 6413 (c) of the Internal Revenue
Code of 1954 with respect to wages as definedin section 3121 of such
Code, paid after December 31, 1954. Such taxes shall be determined
on tlhe basis of the records of wages established and maintained by the
Secretary of Health, Education, and Welfare in accordance with the
wages reported to the Comiiissioner of Interinal Revenu'e pursuant
to section 1420 (c) of the Inttcrnal Reveinue Code of 1939 and sections
6011 (a), 6071, 6081 (a), 6091 (ii), and 6302 (b) of the Internal Revenue
Code of 1954, and tlie Secretatry sliall finish the Managing Trustee
such information as may be required by the Trustee for such purpose.
The p)aynimnts by the Mananging Trustee shall be covered into the
Treasiuiy as repayments to the account for refunding internal revenue
collectioifs.

(3) Repayments made under paragraph (f) or (2) shall not be
available for expenditures but shall be carried to the surplus fund of
the 'Trcasury. If' it subsequently appears that the estimates under
citll(er such paragraph in any particular period were too high or too
low, appropriate adjustments shall be made by the Managing Trustee
in fltuPi'e payments.

(g) All amounts credited to the Trust Fund shall be available for
making payments required under this title.

Payments and Reports by States

SECTION 218. (e) Each agreementunderthis section shall provide-
(1) that the State will pay to the Secretary of thie Treasury, at

such time or times as the Secretary of Health, Education, and
Welfare may by regulations prescribe, amounts equivalent to the
sum of the raxes which would be imposed by sections 3101 and
J3111 of the International Revenue Code of 1954 if the services
of employees covered by the agreement constituted employment
as defined in section 3121 of such code; and

(2) that the State will comply with such regulations relating to
payments and reports as the Secretary of Health, Education, and
Welfare may prescribe to carry out the purposes of this section.

Deposits in Trust Fund; Adjustments
SISCTION 218. (h) (1) All amounts received by the Secretary of the

Treasury, under an agreement made pursuant to this section shall be
deposited in the Trust Fund.
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(2) If more or less than the correct arnQunt due under an agreement
made pursuant to this section is paid with respect to any payment, o
remuneration, proper adjustments with respect to the amounts due
under such; agreement shall be made, without interest, in such manner
and at such times as may be prescribed by regulations of the Secretary
of Health, Education, and Welfare .

(3) If an overpayment cannot be adjusted undor paragraph (2), tli~
amount thereof andtthete-or times it is to be paid shall be certifiedby the Secretary of Health, Education, and Welfare to the Managing
Trustee, and the Managing Trustee, through the Fiscal Service ofth
Treasury Department and prior to any action thereon by the General
Accounting Office, shall make payment in accordance with such certifi-
cation. The Managing Trustee shall not be held personally liable
for any payment or payments made in accordance with a certification
by the Secretary of Health, Education, and Welfare.

Failure To Make Payments
SECTIoN 218. (j) In case any Sta:te does not make, at the thie or

tilnes due, the payments provided for under an agreement pursuant
to this section, there shall be added, as part of the amounts due, interest
at the rate of 6 per ceimtum per. aniilln from the date due until paid,
and the Secretary of Health, Education, and Welfare may, in his dis-
cretion, deduct such amounts plus interest from any amounts certified
by him to the Secretary of tlie Treasury for payment to such State
under any other provision of this Act. Amounts so deducted shall be
deemed to have been paid to the State under such other provision of
this Act. Amounts equal to the amounts deducted under this sub-
section are hereby appropriated to the Trust Fund.
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