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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

THE BOARD OF TRUSTEES

The Federal old-age and survivors insurance trust:fund; established
on January 1; 1940, 18 Lield by the Board of Trustees under.the author-
ity of section 201 (b) of the Social ‘SecurityAct, as amended. .The
Board is comprised ofi three members who serve in an ex officio capac-
ity. From January 1, 1940, through:July 15,1946, the three-members
oiy the Board were the Secretary: of the Treasury, the Secretary.of
Labor, andthe Chairman of the Social Security Board. .On July 16,
1946, under the Reorganization Plan No. 2 of 1946, the Federal Secur-
ity Administrator became ex officio nieniber of the Board of Trustees
in place’of the Chairman of ‘the Social Security Board, which agency,
was abolished. -On:April 11, 1953; ‘the Reorganization Plan :No.- 1
of 1953, creating the Department of Health, Education, and, Welfare,
went into. effect;. and the office of Federal.Security Administrator was
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
hes not changed since jt-was first established,; -The Secretary of the
Treasury is designated by law as the Managing.Trustee. The Com-
missioner of Social Security is Secretary of the Board.

oo .« i, . . FISCAL YBAR HIGHLIGHTS -
ey S DT L s Y g e T
: ‘Undet the.Bocial ‘Security Ameéndments.of 1954, approyed: Septem-
ber 1,:1954, - the..coverage :of ;ithe  old-age! and survivors:insurance
program-was’extended;: beginning.Janugry:-1,;1955,;t0 occupations in
which:about{10/million- additional; workers -are }employed: dpumng the
coursé ‘of &:year,: Theseamendmeénts algo; raised,benefits;.liber @li;gg
the retirement - test; fincreased. the ,maximum, 'earnings (-qu_ab{g‘gnaq ,
creditable! toward:-benefitsy:protected.; the. benefit! rights' of . disgblgd
persons ‘through !a disability, freeze:provision, increased the ultimate
tax rates, and' otherwise;modified; the provisions of the program, . : p

The total number of heneficianies' under the program in June 1955
was' 7,664,000, 10m 17 percent more: than in;June .1954.; There were
5,462,000 retirement beneficiaries (old-age beneficiaries ;and  their
entitled wives;-dependent husbsands,iand young.children), an,increase
of 19 percent, and:2,101;000 survivor; beneficiaries, an increage of .11
percent,ovéf:1 yeariearlier, -, The estimated number .of -persons. with
taxable -e4rnings ‘under, 0ld+age’ and.survivors insurance in,calendar
year'1955 was about 68 milliop. . [, - . o i o 0
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2 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 $5,636 million, The net addition
of $1,098 million raised the total assets of the trust fund to $21,141
million on June 30, 1958: . 0) i o0 o)L e
.*The: disbursements .of .the fund in:fiscal year 1955 included $4,333
million for benefits and $103 million for adminidtrative expenses, The
receipts included $5,087 million in contributions and $448 million in
interest on investments. .

Both disburseménts'and recéipts'showed an inerédse over fiscal year
1954. Disbursements rose $1,072 million or 32 percent and receipts,
$495 million or 10 percent. The increase in disbursements was ths
combined result of the coverage extension and the liberalized eligibility

nd benefit Frovgisions included in the amendments adopted during

195084 and 'theé'long-term:growth  of 'the 'aged: population and the
proportion 'of the aged eligible for benefits,: The rise in trust-fund
recéipts ‘i’ dccounted for chiefly by the incréase in ‘the contribution
- rate whish wentinto effect January1}'1954; and the'extended coverags
provisions: effectiVe ‘January 1; 119860 11 ' i ovou oo
- Eétimdtes for the 5 fiscal years1956-60 showia further inc¢rease ih.
the recdipts' and disbursémentsiof the find. . Accordihg:to these esti:
niates, gt the'end of'fiscal year 1960 the:trust fund’ will -amount to
22.6 to 26.1 billion’ dollars; depending on the ecotomic. assumptions
used, with recelpts'of 7.6 to.8.7-billion’dollars and disbursements of
7.8 16 8!2 billion‘dollars’in that'fiscal yeat. At the beginnihg of fiscal.
yéar 19566 thé trust'fund -amounted to‘about’2.6times the highest
éxgeoétéd»an:guali disbursements ‘during:the'b:fiscal years 1956+60.::
" Liong-rangh ost ‘estimates for: the ‘old-age and survivors insurancs
program a8’ ‘ameéndéd ‘in <1964 -show - thatunder “high, employmert
assumptiond' the level premium': oost, at: 2.4 .percent interest; ranges
from 6.61: to 8.67 percent of payroll, depending on the combination of
cost assdmmibng'sel’gédwd. L
B S X S LD R NS TR TR PO

SOCIAL SECURITY AMENDMENTS OF 1954

S b

. Bt SRRTIRE SN SN POTRF ,
The 1954 amendments to the Social Security Act (Public Law 761,
approved 'Séptéinber 1, 1954) will: have 'verv .substantial!effetts on:
both’ the'immetiate and long-tange ifuture levels of income:and dis/
bursemeiits of the trust. fund: ‘The amendmentd afford-coverage 10
yirtuslly all'employed persons not previously under thel progtam: asd
notiiprotected undel andther Federaiiretirement system. :-Benefit
amoutits ‘payable to both ‘present and- future beneficiaries . were is:
cfeased ' substantially: (' Provision ! wds 1made: to protect: the:betiefif
tigh'ts of itisured workers: during periods oft proloriged itotal disability,
The séhédulé 'of contribution’ ratea’ was' revised:to: contihue to reflect
the iritéiit that'the system be:gelfssvipporting, o = oo Lo e
" - Thé'fiiore important ¢hanges significant/from pi actuarisl stanpoint
arepréséﬁtéd’b‘elbﬁ.'l Ve ) s ;":'_'t‘.?j':x‘>;x)'v‘s;;~;g Pttt Lo L
) '1.‘Estiihafeégréﬁ@réd‘-g’z"t;"th'e"'tsijnéi'th’é*m >4/athendments were being
considersd' by ‘Congréss: indicated: that thésd Emendments extend
covérage’ to 'occupations in’ whicti-nearly 10:illion:people -were em:
ploved 'in''the:'¢otirse of ‘&'‘year. :About three-fifths of :them: weré
persons in the following groups who .weré :coveréd on & coiripulsory
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basis: self-employed farm 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 & group voluntary basis for State and local govern-
ment employecs who 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 were: permitted to participate in the program on the basis of
individual election. « =~ . o .
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
ersons or of farm and domestic workers; self-employed lawyers; and
self-employed-persons in occuipations related to medicine—physicians,
dentists, osteopaths, and so forth. ,
2. The, conditions=under which persons may become eligible for
benefits: were liberalized, : , .
(a) Monthly 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., o o .
(b) Persons who cannot meet the requirements of the 1950 amend.
ments for fully insured status’ will nevertheless be fully insured if all
uarters 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
:ﬁmrter of 1958, when the normal requirements become-easier to meet

an the alternative. ,
(¢) Periods of disability (see item 4, below) will not affect insured

status, . . .. .- ‘ .

(@) Monthly benefits were made payable retroactively for a period
up to 12 months before the month 1n which an application was filed,
provided the beneficiary was eligible therefor. S

3. Larger benefits were made payable to future beneficiaries as well
as to persons on therolls. =~ .~ :
(a) ‘' Theimaximum amount of anniial earnings taxable and creditable
toward benefits was raised to $4,200. - o

(6): 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 be used for
persons who were eligible for retirement benefits before September
1954 and who have at least 8ix quarters of coverage after June 1953.

(c) Periods’'of disability ' (dee"itent 4, below) will hot reduce the
average monthly wage'for the-purpose of benefit computation. o

(¢) For persons ‘wibse ‘averagé monthly ‘wage is calculated on the
basis of ¢arnings after 1950 and the ‘dropout,” the primary insurance -
amount is ‘55 percent of the:first $110 of average monthly wage plus
20 percent of the next $240. The minimum primary insurance
amount is $30.
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(¢) For persons already on ‘the benefit rolls, and for future beng-
ficiaries whose benefits are computed through the’ 1939. or 1962 bens-
fit formiulas; benefits are increased by uso of a revised conversion tabls
which* provldes a guaranteed increase in primary insurance amount
of at 18ast $5 over the amount computed under the 1952 amendments,

The minimum bénefit for a family containing only one survnvor
beneﬁcmry is' $30.

(9) The maximum monthly amount of famlly beneﬁts payable w1th
respect to one wage record is the smaller of $200 or 80 percent of ths
average monthly wage provided that the latter limit ‘may not reduce
benefits below the larger of $50 or 1% times the pr imary insurange
amount, The maximum lump-sum’death payment is $255. -

4, Benefit rlghts 'of persons regularly covered by the program can
be “frozen” during periods of prolonged total dlqablllty In order to
qualify for the “freeze;” an individu: % must have an illness, injury, of
other physical or mental lmpmrmenb 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 havo at least 6 quarters of
coverage during the 13-quarter period, and at least 20 quarters’ of
coveragé during the 40-quarter period, that ends with the quarter in
which" the period of disability begins, If an individual qualifies for
& 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.

(@) The rétirement test was placedon an'annual basis for both Wages
and- sclf—employment income.  If an individual’s annual earnings dre
$1,200 or less, no benefits are withheld. Iiach $80 (or fraction thereof)
in earnings above $1,200 may result in deduction of 1 month’s benefits
for the’ mdwldual Benehte 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;

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

(¢) The age at which benefits may be pald w1thout regard to
earnings was reduced to 72.

6. Contrlbutlon rates for employees and: employers ‘were 1ncreasedf
to 3% percent each for calendar years 197074 and 4 percent each’
thereafter The ‘contribution ratés on self-employment income are
equal t01% times the corresponding ‘employee rates. o

“Actuarial éstimates, prepared at the time the 1954 amendments Were
being: considered by Congress, indicated that on an intermediate
basis the level-premium cost of the system so amended was 7.50 per-‘

cent of payroll !
' : LEGISLATIVE CHANGE IN 1956

v Pubhc Law 325 enacted August 9; 1955 extended the provnsxons‘f
granting wage. credlts of $160 for each month of active military servwe’
to cover the- perlod a,fter June'30, 1955, and before April 1, 1956. -

1 Bonrces 'Actuarial ‘Cost Estlmates tor the' Old Ago and Survtvors Tnsurance Syslem s’ Modified: by thb"’
Boclal Security Amendments of 1954; grepared for the use of the Commiitiee on Waya and Means by Robert

J Myers actunry to the commlittee, dated August 20, 1954,
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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 trust
fund, and financial operations under the program are handled through
this fund. The ‘primary source of the fund’s receipts, is; amounts
deposited in or.appropriated‘to it under permanent appropriation on
the basis' of contributions paid by workers and their employers, and
by individuals with self-employment income, in employments covered
by the old-age and survivors insurance program. - All employees and
their employers in employments 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 & maximurs 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. . T I

Excopt for amounts received by .thé Secretary of the Treasur;
under gtate agreements and deposited directly in the trust fund, a
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. » . . L
- 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 rige to
2% percent.each on January 1, 1960, to 3 percent each on January 1,
1965, to 3% percent each on January 1, 1970, and to 4 percent each on
January 1,:1975. The rates of tax on self-employment income are
eci]ual to 1% times the corresponding employee rates. An employee
who 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 & refund of the taxes he paid on such excess wages.
;Ph?l amount of taxes subject to refund is a charge against. the trust

The second source from which receipts'of the trust fund are derived is
interest received-on investments held by the 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
finéncial  interchange between the.railroad retirement and old-age
and ‘survivors insurance programs, - A description of the legislative
provisions governing the allocation of costs between the two systems
sppearsinappendix IT. . = ... Lo

The Comptroller-General of the United States, in a decision..(B-
4906) dated ;October 11, 1951, held that receipts derived from the
sale of miscellaneous supplies and services may be credited to and form
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a part of the trust fund, where the initial outlays therefor were paid
from the trust fund.. Formerly, these moneys were credited to th
geueral fund of the Treasury as miscellaneous receipts, . .-
Public Law 719, approved August 10, 1946, provided:noncontriby.
tory survivor protection to certain. veterans of World War II. The
trust fund was reimbursed for the additional costs arisifig from' theg
E’rov‘isions before September 1, 1950. A summary of the legislative
istory of the financing of credit for military service appears iy
appendix II, A : .
- Expenditures for benefit payments and administrative expense
under the old-age and survivors insurance program are paid out of ks
trust fund. . expenses incurred by the Department  of Health,
Education, and Welfare and by the;Treasuléy Départment in carryify
out the provisions of title II of the Social Security Act, as amendé(f
and of the Internal Révenue Code relating to the collection of insuranes
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 accordanc
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
$25,370,000 for construction of an office building and related facilities
for the Bureau of Old-Age and Survivors Insurance. I
The managing trustee invests that portion of the trust.fund whigh,
in ‘his: judgment, is not required to_meet’ current expenditures for
benefits and administration. The Social’ Security Act restricts per:
missible investments of the trust fund to interest-bearing obligations
of the United States Government or to:obligations guaranteed as t
both principal and interest by the United States. Obligations of
these types may be acquired on original issue at par or by/purchase of
outstanding obligations at their market pricé. In addition, the Socid
Security Act auﬁxorizeé'_the issuance of special obligations exclusively
to the trust fund. 'Stch special obligations sre required to bekt
intérest at a rate equal to the. average rate of interest, computed
of the end of the calendar month next preceding the.date of thei
issue, ‘borne by sall interest-bearing :obligations of the United State
forming a part of the public debt-(where such average rate is nots
multiple of one-eighth of 1 percent, the rate of interest on such specitl
obligations is required  to' be the multiple of one-eighth of 1 percent
next lower than such'average rate). - - . :
P Interest on public issues held by the trust fund is received by
the fund at the time:'the interest is paid on:the -particular issies
held. . Interest on spécial issues:is‘payable semiannually—on June 30
and Dccember 31. Public issues acquired by ‘the fund may be sold s}
any timeby the managing trustee at their market price. -Special issué
may be redeemed at par plus accrued interest., Interest.receipts and
procecdds from-the sale or redemption-of obligations held in the trust
fund are available for investment in the same manner as other receipti
of the fund. ' Interest earned by the invested assets of the trust fund
will provide income to meet & portion of future benefit disbursem'ermf
The ‘role of interest in meeting future benefit payments is indicate
in table 11.. - - L R
b The assets of the trust fund serve:in part as a reserve against short*
run fluctuations in total contributions and benefit amounts, providing
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s margin. of eafety against telatively short-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
gurvivors insurance program sometimes reveals a serious misunder-
standing of the nature and significance of the trust fund operations.
The Board of Trustees believes that it has:a responsibility to correct
any misapprehensions among ‘persons who look to the old-age and
survivors insurance, program for basic protection against income loss
because of retirement or death, .-~ . S

The charge has been made that the requirement of existing law
that the receipts of the old-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 Goyernment
expenditures, and that hence such collections will not be ayailable
to pay social security benefits in future years, It is said that the
securities represent I0U’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. L .
The investment of the assets of the trust fund in Federal obliga-
tions; as required by law, is not a misuse of the. money contributed
under the insurance program by coyered employees, employers, and
self-employed persons. These contributions’ are permanently appro-
pristed by, law to the Federal old-age and survivors insurpnce trust
fund which i3 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 pgyment, of the benefits and administrative expenses

of the insurance program. ...
. When the Treasury pays back money borrowed from the.trust fund,
the public will not be taxed a second time, for: sgcial. security. I},.
taxes are levied to redeem the securities held by the.trust fund, these
taxes will not be levied for the purpose of. paying. social -security
benefits. - Rather, they will be levied 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 money
horrowed. to cover the, cost of the war, whether the obligations were.
held by. the"trust fund or by other investors; .The fact that the
trust fund,. rather than other possible investors, holds part of the:
Ee%g_rglddéﬁt does not change the purpose for which these taxes must

elevied. L i
.The operation be old-age.and;survivors insurance trust fund invest-
ment is similar to the investment of premjums collected by a private
nsurance company. A private company uses part 'of its eurrent

remium - receipts_for payments, to bepeficiaries, and for operating

xpenses. The balance of its receipts is invested in income-producing

ssets. Such investments are commonly. limited by State law to the

afest forms of investment so that policyholders will' bé assured that -
heir claims against the company will be satisfied when they become

ue, Government securities ;orc{ina.rily -represent & considerable part .
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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 on{'y
one type—securities issued by the Federal Government. There drs
two principal reasons for such a restriction., One is similar to the
motivation of State legislation dealing with investments of privats
insurance companies; it is designed to insure the safety of the fuiid,
Governmént 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 by the trust fund perform the same function ‘a
those held by a priyate insurance ‘company. They can be readily
converted into cashl/when nceded to meet disbursements, and the
earnings on these investménts 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 isa
borrower. The trustees of the fund receive and hold securities issuéd
by the Treasury as evidence of these loans. These Government
ogliga.t,ion‘s 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; ahd it borrows from the
old-age and survivors insurance trust fund. The securitiés 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 Federal 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 & deficit occurs, the Treasury must borrow
sufficient money ‘to méet the deficit by selling Federal securities. The
volime of the sectrities sold to meet a deficit is not increased‘by
the pirchase of siich obligations by the trust fund. The purchase of
Federal obligations by the trust fund in a period when the Treasury
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 began’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 table1.

The total assets of the old-age and survivors insurance trust fund
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amounted to $20,043-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 $5,634.7 ‘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
amount of contributions subject to refund to employeés 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 répresented 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 operatlions of the Federal old-age and survivors insurance
trust fund during the fiscal year 1966 :

$20, 042, 615, 342, 38

Total nssets of the trust fund, June 30, 1954. .« . eeeeeeemeeneccren e cocmesemeeaaons
Reeeipts, flscal year 1955:
Insurance contributions:
Appropriations. . ... ... $5, 039, 572, 594,25
Deposits arising from State agreements. 98, 681, 274. 40
Gross insurance contributions...__. 5,138, 153, 868. 65
Less payment into the Treasury for
taxes subject torefund............... 51, 000, 000. 00
Net insurance contributions. ... .ccoceoaeaaaneaeaa.. $5, 087, 153, 868. 65
Interest: -
On investments........... e remcem——aa $438, 029, 452.28
On amount held in railroad retirement
account to credit of trust fund.____.. 9, 551, 000. 00
Total interest o oceemneeeeeicecacecancoaneccannaans 447, 580, 452. 28
T B Y 5,534,734,320.93
Dishursements; fiséal year 1955: . .
Beneflt payiients. .o ... ceciieeaiccccmtaccerecneaane 4,333, 146, 511. 34
Admninistrative expenses: .
Departmént.! of . Health, Education, .
and Wellare. .. oo oocaooaoo___ $77, 100, 858. 03
Treasury Department. .. ... ______._. 26,081, 734. 75

Preparation for ¢onstruction of huilding
for Bureau of Old-Age and Survivors

InSuUranee. ... oocococcciaaaan 131, 776. 54
Gross administrative expenses. . ... 103, 314, 369. 34

Less receipts for sale of surplus material,
supplies, ete. . ocomiieiiiiiaeas

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

112, 679. 08

Total dlsbursements,----.......--.-.-.-..-.---.-....‘ ..........
Net addition to trust fund. ... ceeecacecccccccccrcceeneacacacean 1, 008, 386, 119. 33
Total assets of the trust fund, June 30, 1955, e en e anececiceanncacccaccanan 21, 141, 001, 461, 71

Disbursements from the trust fund ‘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
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chiefly from the(1) higher beriefit  amounts ‘payable' under the 1954
amendments; (2) larger than normal increasein the numbér of peérsons
drawing benefits résulting from the provisions of the 1954 amendments
overning the withholding of benefits because of work; and (3) higher
%en‘e_ﬁb amounts awarded resulting 'from the provisions- of the 1954
amendments which allowed up to 5 years of lowest:or no earnings to
be - omitted in computing the average monthly wage of certain
individuals. - . ‘ o .
Administrative expenditures of the fund were 2.0 percent of con-
tribution income and 2.4 percent of benefit payments during fiscal
3’0&’1‘ 1955. Figures for each of the last 10 fiscal years are shown in
table 2, C : . :
- 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:from the fund in the fiscal year 1955 woro
accounted for by monthly ‘bénefits 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, dependeiit
widowers, and dependent pareiits 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. ~ =~ =~ 77T . -
——TABLE 2.—Relationship of administralive charges against old-age and- survivors
insurance {rust fund lo old-age and survivors insurance contribution income and
benefit payments, fiscal years 1946-5656

Administrative charges - Adminidtrative charges’
agalnst the OASI trust agalnst the OASI trust
fund as a pgreontage - fund as a percontaze

Fiscal year of— " Flscal year of— ’
Contribu- | Benefit o A Contribu- | Benefit
tion {ncomej payments . {tion tncame| payments
1046« eeeene 3.0 17 ([ 1981 e eeeeeeeeecinn 2.3 47
L2 Y SN 2.8 9.6 ] 19582, e eceeeceaeee 2.4 43
1048 4 ceeeiececmcaaaaan 2.9 9.3 [] 1053, cceeeeenenecancaaaan 2.2 3.4
1049 o ecceeicaaaaeae 3.2 8.8 |} 1964, o mecieivenciocnnne 1.9 2.7
1960. .« ceveccacccacacanes 2.7 T8 (| 1955, e eeeccecccecaee 20 2.4
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TarLe 3.—Estimated disiribulion of benefit payments under the old-age and survivors
1nsurance. program, by lype of benefit, fiscal years 1964 and 1966

[Amounts in millions)
1064 1955
Typo of kenofit : P ; P
ercen ; ercent
Amount of total | Amount of total
L1001 ) PN $3,276.6 100 | $4,333.1 100
Monthly benefits.... : emesemeniscescretcoannanas 3,185. 4 97 | 4,232,6 198
0ld-ag6 (réfred WAKErs 65 ieeleaiiiiauloall 2,068.5 63| 2,803.0 65
Wifo's or b ‘g!;gggd" Aw,{ges*,j“ ‘dopendent husbands, 65 o ’ !
over, of old-agé befeflclarles, or their wives regardless of ]
ngo if caring for child bonoficlary)......ococooiaaaeinn. .. 800, 6 ] 404.1 9
Widow'sor widower ow ependent widowers 65 or A .
over of workérs)::: 5 Pogatiit 270. 5 8 353.3
Parent's (dépendont paten{s 65 of over of déceased workers). 12,6 @ 14,7 ®
Child’s (childfén inder 18 of old-age beneflolarles).......... 181 1 24,7 1
Child's (children under 180f déceased workers) ... __..___.. 393.7 12 484,2 1
Mother's (widows or dependent divorced wives of deceased
workars caring for child beneficlaries)..... .. oS mcemen—— 121. 6 4 148, 6 3
Lunip-sum benefits (wage carner dled after August 1050, or be-
fore Sei)tember 1950 with no survivor immediately eligible for
monthly benefits) o e ceciaanoacaaicmencmacucaeaccaacanenn 60, 2 3 100, 5 2

17otal does not represent the sum of sounded com pouents,
3 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 whom monthly benefits were being

aid at an annual rate of $3,344 million, Average monthly family
Eeneﬁts at the end of June 1955 showéd sizable increases over the
corresponding averages & year earlier (table 4) primarily because of
the higher benefit rates provided by the 1954 amendments, Pay-
ments to . retired’ workers. with no' dependents feceiving benefits
averaged $58.20, an increase:of 18 peréent. The-average for a retired
worker and'.aged. wife, both of whom. were 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 $1132.30, ' .-t ¢ ‘

00024*—57 8. Doc., 84- 2, vol. 118
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TasLe 4.—Estimated number of families and beneficiariés receiving benefits and
average family amount, by family group, end of fiscal years 1964 and 1966

)
June 30, 1954 June 30, 1956 Percent.
8gé fn."
Croass -
] in aver.
C L : age
Family classification of beneficlarles Num. Average| . Num- Average | month}
receiving benefits Num- ber of monthly| Num- ber of - monthly| amoun
‘ber“([)l ‘bene. | 8mount fber“(l)f bene. | 8100UNt fpelr]
amilies per amilies per Bm
ficiarles (amlly | ficlarjes famlly 19557
from
1954
X . 3 2.0
er. al .e- . ,809. 3 1,060.6 | 2,133, f
Worker ‘and’ wifé undersge 651.... .6 1.2 95.60 .4 .8 105.00 10
orker.and aged dependent hus-
baig : 7.3 14.6 75.20 9.2 18.4°] 86.50 15
Work 9.2 18.4 76.00" 10.0 20.0 08,70 3
Workér'and 2 or miore chlldren -e- 5.8 20. 4 79,40 61| 222 102.20 2
Workeér, wife aged 66 or over, and
1.or moro children.... ....._.... .8 2.6 98.90 1.0 3.0 123.30 2%
Worker, wifo under age 65 and 1 .
ebild. ... ... 28.5 85,61 100.70 34.6 103.6] 119.20 18
Worker, wife under ayge 65 and 2
or more chﬂdren ................ 16.9 9.7 93.40 10.6 93.8 | 112.90 2
1,170.8 | 1,890,2 |.cecnmnee 1,322.6 | 2,10L.2 [occeen I
585.1 585,1 41.00 688.2 688.2 1]
.9 .9 34.40 1.2 1.2 18
2.0 - 2.0 45.20 ‘1.5 1.6 -8
118.6 237.0 01. 60 120,9 241.8 15
Widowed mother and 2 children.- 78.6 235.6 | 114.60 84.5 253. 6 16
Widowed mother and 3 or ‘more | _ . .
children.._ ... ... 68.8 322.6 | 111.80 4.5 340.6 14
Dlvorced wife and 1 or more chil- ' S ' . A
Arén. .o e accceccmacaaan 2.0 - ,6] 111.60 .2 4 il
1 chlld onlj ..................... 175. 6 176.5; 42, 20° 202.3 202.3 H
2 children, ccteceacaceaans - 73.5°] 147.07] 72.20| . 80.8 161.6 b
3 children. 7. o ilitencaammacaccaaan 25.9 7.7 88.30( . 20.6 88.5 n
4 or more chlldren...;;' ............ 1.1 830 .92.60 19.9 87.2 B
1-aged depondent parent. ....eoo.. 21,2 21.2 42.60 22.3 22.3 B
2 aged dependent pal () ¢} X SRR, - L6 3.2 81. 40 1.7 - 3.4 14

1 Benefits of children weré belng withheld:
Nore.~Estimates were prepared November 1055, -

The assets of the fund at the end of the ﬁscali’year 1955 tot”,led
'$21,141 mllhon, consisting of $20,580 million'in the form of oblig ations
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.
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TAnLp 5.—Assebs of Federal old-age and syrvivors insurance trust fund, by type, at
' . end of fiscal years 1964 and 1966 v

June 30, 1954 June 30, 1055

Par value Book valuo t Par value Book valuo?

e s sy o (R
ubllg Is: -Lreasury;ponds)t. .. Dt foo T g Gl g e i UngEE o PR .
2%-péié_gint:bop,d%jqfilowm;’. $4,205,000] " $4,213,146,00| %4, 5, 000( $4, 2ii?‘1&33297:
2 é;per&ntsmads,éff.igg&?f 58,650,000{ 58,72, 03535 53,650,000 58,775,068 43’
2b4-percent bonds of;1063:68 116, 480, 000{ - 116, 858,011, 65| 116, 480, 000 116,639, 273,51
244-percéiit bonds of:1064%6 | 93,704,000 ©3,175,824.90] - 03,704,000] 93, 147,975.76
234:percet 190570, - ..o 450, 647, 600| 466, 845, 109, 14| .. 456, 547, 500] 456, 809, 702, 08
214 percent’ of 108671 ... 308,077, 600] 307,993, 616,20] ~ 308,077,600] 307, 983, 099. 22
2b4-porcent borids of 1967-72..__. .| 118,021,250 119,384,020,05| 150, 593, 250] 150, 796, 849. 48
2%{.percent” bonds, Investmont ) . o
sorles B-1976-80. . ... ___._... 1,081,902, 000] 1,083, 484,'575.16] 1, 081,902,000] 1, 083,367, 535. 46
3.percent bonds of. i695_ .. _ Tl [ TR 25,000,000 25,056, 171, 90
34{-percent bonds of 1978-83._._.. 45,100,000 44,010,658, 20{  45,100,000] 44, 910, 656, 26
Total public issues............. 2, 282, 687, 250| 2, 285, 458, 764. 79| 2, 340, 2569, 250] 2, 341, 608, 956. 96
Spécin)l {ssues (certlﬁcateS of fﬁdebied-
1ess): . .
214-percent certificates:
aturing June 30,.1965....... 17, 054, 405, 000(17, 054, 406,000, 00 .- - .o otooowonannin. o
Maturing June 30, 1956. .ceeu. |- oooooaa ool 18, 238, 792, 000|18, 238, 792, 000. 00
Total speclal Issues......... 17, 054, 405, 000]17, 054, 405, 000. 00|18, 238, 792, 000{18, 238, 792, 000. 00
Total mvestmenté...._-',... 19, 337, 092, 250|19, 330, 863, 764. 7920, 679, 051, 250|20, 580, 490, 956. 96
Undisbursed balances. -....... domrmemoman e cmmeaaaaas . 702,781,687, 69 caceaeeao . 660, 610, 604. 76
Total 833618 aneenncececcnen]oaameccanae 20, 042, 615,342, 38| ..o ... 21, 141, 001, 461, 71

-

! Par value plus unamortized premium less discount outstanding.

The assets of .the 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,.ge acquired 1n 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 plug unamortized premium less discount qutstanding.
. The par. value,of, the net increase.in the investments.owned by the
fund ‘during the fiscal year 1955 amountéd. to $1,242 million, ~New
securities at & total par value of $22,036 million were acquired through
the investment of recéipts of the fund and the reinvestment of funds
made available from the maturity of securities during the year. Secu-
rities, consisting entirely of 2%-percent special certificates of indebted-
ne.?ls., were redeemed during the fiscal year at their par value of $20,794
million.
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Of the new seciirities acquired; the:$21,979 mmillion wérs 'in the form
of special certificatés of indebtedness, $3,740 ‘million of which were
redeemed during "the year and $18,239 million of which mature on
June 30, 1956. These certificates bear an interest rate of 2% percent,
this rate being determined by the average rate of interest on the
interest-bearing public debt wﬁich.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 interest on
different classes of securitics. Because the average rate at the end of
each month from June 1954 to May 11955, 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 1956—60 o

The expected operations ‘and status of the trust fund during the
next b fiscal years are presented in summary in table 6, together with
the figures on the actual expérience 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. . .. .. .. I e
- 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 developments, ‘the assumptions on ‘which ‘the ‘estimates: here
presented are based arésubject to'inany’ ﬁn@eft@iﬁbiés." ‘Phe state-
ment of the expected operations’of the-trust' fund shoild: be read with.
full recognition’of the difficulties'of estifnating fiture trist fund in:
come and disburséments under -changing'economic conditions:

‘In table" 6, sinigle estimates are:given:for fiscal years “1956 and
1957, but ‘for fiscal yedrs 195860 2 Set§’ of :éstimates are presented:
based on 2 different assumptions as to économic dévelopments ifi‘thoss
rears. “Estimiftes baséd on asdumptiofi’]'show the ‘effect 'of ‘continuéd
lyf:,igh'” levels'of ‘eééonomiic activity. ‘HEstimates bdSed ‘on assumption IT
show the effects that a faifly shatp but témporary décline in economic
activity would have ’bn'tnhsﬁffﬁﬁd’_opéraéithL"~ O
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TanLE'8.—Operations of the Federal old-age and survivors insurance trust fund,
fiscal years 193760, subject to the assumplions and limitations slated in the

text! ,

t

{In millons)

Transactions during perlod

Income Disburgements : Fund at

Fiscal year . f end of

. BEE L : Neet "}' perlod #

iterest - T = créase in
Appropria. | Interest -} pepeny | AdE ﬁ,‘f‘ fund ¥
tons * wents$ | PBYMENIS | o nensest |
Past experience: ol ol . .

103755 e emeeccmicmcanan 436,636 | . 43,423 $17,002°| ¢s26 | 21, 141" $21, 141
, o8 i 60| - 64 2, 653 2,308
! 110. 27 830 3,227
iy 149° N 1,041 4,288
103 185 33 1,178 5,446
240 27 1,107. " 6,613
321 37. 1,028 7,041
426 41 1,167 8,708
512 47 1,248 10, 047
607 53 1,263 11,310
721 57 1,683 12,893
1,408 70 1,843 14,738
1,982 85 1,864° 6, 60Q
2,621 89 1,768 18, 366
N 3,278 89 41,675 , 043
1955 , 4,333 108] ¢ 1,008 21, 141

Estlmated future oxperlence:’ .
1956 - 5,340 | 124 - 1,566 22,707
1957 o 6,050 132 1,086 23,793
1958—Assumpt 6,612; 142 83t 24,624
Assumption 6,796 144 108 23,901
1959—Assumption 1 7,144 129 536 25, 160
-Assumptifon IL.._... 7,487 127 -—628 23,273
1060—Assumption I..._... 7,678 129 937 26, 097
Assumption II-..... 8, 125 —044 22,629

i e iR ‘ :
8rehce should }),e‘ Tade to thé accompanylng téxt which
t Fa prepared February 1056. :

'lp?@éﬁﬁ%’l‘gﬁgﬁ?@gﬁﬁgeﬁ, this {AbleS
" thé underlying assumptions, i E§tima

describes’:t ] 1 13,1 2A - e
1 Include:insurarice contributions adjusted’ fp"f‘-'r‘étt?ﬁc sand Uransfers from general funds equivalent to
additional-’pé{meq sihg: fromi’the extens yivors insurance’protection to cortaln. veterans of
World War.1 "(BQO 0CUrity ‘A ¢ nis o 6)?’{;1 A : Ledd -
+ Includés (1) pro arketable in iits amolinting to $183,868 in 1049 and '$8,034 in 1950; and (2)

i :

beginning in fiscal: Year 1054, interest transferred from tHé Rallroad ‘Rétirement Acoount, _ .- o R
+Include administrativg éxpensés, less recelpts for sale of sirplus inaterlal, services, ete. For fiscal years
1844 and 1045, represent charges 8, t trust (und; administrative expenses, alter adjustment for bookkeep-
ing transfors, were about $30 million In fiscal year 1944 and $20 milllon In fiscal year 1845, For fiscal years
1954-59, including cost q‘f construction of an office building for the Bureau of Old-Age and Survivors Insur.

ance, - S - L
$ Totals do not necessarily equal the sum of rounded compotients.
¢ Excludes net adjustihent o approximately $0.8 milllon, which was allocable to prior years,

In assumption I employment and: earnings remain at a high level
through calendar year 1960: - Hourly wagerates, and therefore weekly
earnings and average annual taxable wages, increase not only in accord-
ance with-long-time: trends but also because of steady improvements
in economic’ conditions;: ‘The earnings of the self-employed follow a
similar pattern. Unemployment: remaingat.a low level. Benefit
disbursément$ increase substantially, primarily’ because of the long-
range upward trend in the number of beneficiaries, and partly because
of the effect of the 1954 amendments which became effective in fiscal

The other set of estimates for fiscal years1958-60, based on assump-
tion II, show the: effects ‘of a sharp coﬁti’iictjoh""in’industi‘ifil 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 I than under assumption I.




16 OLD-AGE AND SURVIVORS INSURANCE TRUST FUND

Estimated benefit disbursements, on the other hand, are higher:undef"
assumption II than under assumption I because & larger nurmber of
older workers withdraw from: or are unable to find jobs in covered
emplovment, o X , .
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 b5 fiscal years. Under assumption I, income is éstimated
to exceed disbursements in each of the 5 fiscal years 1956-60. Under
assumption II, income is estimated to exceed disburséments during
the 3 years 1966-58; 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 $6.0 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 basis of coordinating the railroad
retirement program with old-age and survivors insurance.. A de-
scription of the legislative provisions governing the financial inter-
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 Henlth,';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 retirement account to the
credit of the trust fund, but interest thereon is payable annually,
For the fiscal year ending June 30, 1955, interést 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. : . i
As indicated in an earlier Section of the report, the 1954 ‘amend-
ments contain provisions which will cause benefit disbursements durs
ing the 5 fiscal years 1956-60 to be on a much higher level than the
disbursements ' made under the old law. Moreover, benefit disburse-
ments during the next 5 years, like contributions, will be dependent®
to a considerable extént upon-economic developments and so .will
have & considerable rahge of possible variation. The number of
rkérs in covered employment, their distribution among: différent
“of workers' (e. g., older ‘workers; very young workers, women
workers' not previously engagéd in covered employment, . ete.);-and
the level of earnings will ail have a decided effect upon the amount of
benefit paymeits to be anticipatéd. - However, under both. asstump-
tions benefit payments as ‘a pércentage of. taxable earnings will con-
tinue to rise. Benefit' paymerits were 2.79 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 tn.xable’earnin%s. Figures for each of the.calendar
years 1940-60 are shown in table 7. . o o ;

1
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Beneﬁ? payments as percentage of lazable earnings, calendar years 1940-60

TABLE 7.—
’ subject lo the assumptions and limitations staled in the text!
Benefit Benefit
) paymentis ’ pque‘ntg :
as percent- as percent-
Calendar year 8g0 of Calendar year 280 of
taxable taxable
earnings earnings
0.11 3.16
.21 3.39
.26, 3.62
.27 Assumption:I 3.61
.32 1958—Assumptfon’ 3.82
.44 Assumption IT. . 4.38
.65 1959—Assumption I . .. ... 3.9
.69 Assumption ITo.oooii. 4.87
.66 1960—Assumption I............... 4.16
.82 Assumption Iloo . oooaaaaa.. 5,17
1.10
1. 69
1174
22,25
22,79

VIn {nterpréting the estimates in this table referenco’should be mada to the accompanying text which
describes the undcerlying assumptions. Estimates were prepared February 1956. For years 1951 and later,
reentage takes fito account lower contribution rate payable by the self-employed compared with com-

ined employer-employce rate. : .
1 Preliminary, subject to revision based on complete tabulation of taxable self-employmeont earnings for

1052-54 and of taxable wages for 1954,

In genéral, 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 the widows and oldér 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 whethér the economic conditions of assumption I or
sssumption II are assumed that a single set of estimates is deemed
appropriate for both assumptions (table 8). _
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TABLE 8,—Treasury disbursements for benefit paymenta distributed by classtfi calion,
of beneficiaries, fiscal years 1941-60, subject lo the assumplions and lintitationy

stated in the lext !
(In mlllions]

Disbursed to survivors of deceased
insured workers -
- S Disbursed Monthly benefits
Total | Disbursed | to dopend-
Fiscal year henefit | to old-age ents of
¥ disburse-| beneficl- | old-age Lump
¢ dg W!dowed
ments arles beneficl- ‘widows, mothers, sum
arles dependent dopendont| DY
Total ¥ | widowers, , ulents
divorced
! : : ggr?dgg.t wives, and
parents children
Past disbursements }
$31,4 8.3 si53] o sLs $13.8° sy
54.9 9.6 31.6 4.1 27 b 1.1
72.4 12,7 47.8 7.9 9. ¢ 187
86,8 15.2 63.6 12,1 51 b 10.0
109.1: 10.2 85.8 17.7 68.1 .1
153.9: 27.2 113. 4 4.7 88,7 2.0
219,2 38.4 139.4 33.8 105. 6 285
272.4 47.5. 160. 5 43.7 116,8 3,3
333.0 67.7° 184.0°| 55.6 128, 4 322
412. 6 71.2 209. 4 69.3 140, 2 Ao
891, 1 148.0 413,85 134.3 279.2 488
1,101.4 193.5° 539. 2 179.2 360.0 83
1,624.6 253.0 673.8 232.7 441,0 0.3
2,068.6 318.6 798.3 283.0 515.3 90,2
2,803.0 428.8 | 1,000.8 367. 9 632.9 100.5
3,522 831 1170 436 734 7
JSJH on | So | 489 & o ol I
ssump onl._._.|] 6 )
wi= =L T A A A
ssuroption’l....| 7] \ .
Ol g T I ol I I
ssumption I....| 7,6 3 .
Assumptlon II-20| 8030 5 411 go1 |f 1,084 nz 72 1M

“11n Interpreling the estimates$ in this table,’ ‘reference should be made to the accompanying text which
describes thé underlying assumptions, Estimates were prepared February 1056,

3 Totals do not necessarily equal the sum of rounded components. -

3 Pnrtly estimated.

On the other hand, ‘the lower the level of em loyment durmg the
next 5 years, the larger will be the volume of %eneﬁt ‘payments to
retired workers'who have attained age 65 and to their eligible, depend
ents. As is indicated in table 9, a considerable proportion of &h
workers aged 65 and over Who were eligible: for old-age (pmmary
benetits, in the past remained in covered ‘;employment, (or, if they left
cove ‘ed employmen later returned to it) and did not receive benefits.
Since January 1, 1945, however, thls proportlon has decreased as the
number of retired workers' receiving benefits increased relatively more
mpldly than the number_ehglble for old-age benefits. The proportion
of eligible workers teceiving benefits on January 1, 1951 (table 9),
would not have declined but for the fact that, for a large number of
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.
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- TasLE 9.— Workers' eligible for and receiving old-age (primary) benefits by allained
age, ‘fiscal . years 194160, subject to. the assumplions and limitalions. slaled. in

the text ! - o o _
. : : [Numbérs in thousands) * = ' o
" All workers agod 65 Y orkers |  Workers agéd 70 and
. andover . , w“km“g*’dw L ot:'gor.
A Porsonsrecetv- | . .| Persons’receiv- .- | Persons recelv-
Middle of fiscal yoar )] Ing benefits  |° . is.-i| 'ing.benefits |'i .. ‘|- ing benefits
(Jan. 1) ~ {Number| ... ... . [Number Nungao; : .
“lelgible | 7 | eligible [~ ST elipible i
fo;-ben- | .- | Percent | for ben-|. - - | Percont |:for ben-|. . - | Percént
fits? |Num:|ofnum-| 6ts?. |Nam.|ofnum.| Ats? |Num.|of num..
e ber eli-! ! “ber | bereli-j'. ‘. .| ber | bereli
' gible . gitle 1 gible )
. RN i f i b R ) :
-1 nz‘ N zg ) 1?2‘ A ” ! gg (Jm g
% I ﬁ 522 | 183 % '309| ¢ 107 a3
3001+ $ ©-,608'] 166 20 408-1: ; 151 87
38 30, 7081 107 2] .86 ar 30
(pl8: )i i85l . BB T212 ) 20 1604 | ¢ 306 | 46
1702, 43 . 88|, 2|, a1 769 | .- 430; 56
£78'] 48] © 930 325 86 | 850°) 63
048 - 831 ~,000.4 3301 -8 00| 0084, 67
G - 69 1,069 474 441 1,005 o12 74
1 P86 166810 721 . 43| 1,478 1'1,080} . 71
278.1. . 65 1,025 | 04 82 1,079 .1,33;, , 80
4 61| /2200|1085 | 47| 2108|1880 - 75
64 ... vimriugends] 3 gﬂ 671 2420 1,300 81 3308 ) 1,622 gg
R 121 8,200 | 3,775 72 2 660°| 1,518 50 2,640 | 2,257 :
Esﬁn‘mwd future cxpe- _ . .
.perlence: * ... S T PN RN P e IO
a3 G| | w | Fess | yrdi & soon [E780) - w
C 1957 itceiien]io6;830°] B010° . i 70 2,857 | 1,82 o4:| 8479 |,3,100:] 9
1053~Assumption'X.:| , 6,732 |'§,407" 80 2,019 1,870 64 3,013°1°3,837 1%
Assamptich II.| '~ 6,728 |5 546 82 | 2,915 |1, 083 63| 8811|3563 &
1059—Assumption I..| .7,109, A6,771' . 0L '2'339; 1,922 gg 4,130 | 3,852 93
Assutuption IT| ‘7,052'|'6 044’} - - gg ~2,042'1-2, 152 1 4,110']'3,892 95
1960 Assumption 12| - 7,409 | 6,134 82| 8,044 {1,001 66 4,425 | 4,143 gt
AssumptionII.l 7,343 | 84221 67} 2054|220 761 4,389 | 4183 )
E— ot 1N LR IR I I [ . N + . L
oo RS foyyft] 2 RN Y Rt N . AR
gtk ol bl el rfrtidd il b i ot iyl ot bl
oscr o Wnderlying; assumptions.  Estima - prepx 0 1966. No men ve
been made to, raﬂec;t zha‘ng’gmuﬁmm (1) grovisiqnsmtgat %gg!rdlnate the old-age and survivors and fail-
foad retirément &minh, atd (3) wage credits for military service, o [ .
+ $ Figures for 1941-55 are partly estimated. R .

'

"The dfop’ i’ 'tgggﬁﬁﬁb&ién of eligible ‘workers receiving Herefits
, was

on Jenuary '1,'1

cpused by the! fadt that many persons in

ocoupatiohs newly ctvered by ‘the 1950 &imidndments' becaine fully
insufed for’the fitst'time'in ‘1952, "Since these 'ﬁev’s‘rfis;'l ingtired ‘persons

were fairly regul arlg.‘téﬂ‘if:lbyed:;»"‘i“élé;ti’v’rélyf'fe'W?"ﬁlb‘

old-age - (primary)

applicatiofns ‘for
enefits. This depressed the proportion of all

eligible persons i ‘receipt. of Ehck’ benefits ot January 1, 1953, to &

!Owerlgey}lﬁ 2 ;;-u‘l S ,1 ;
many persons fairly regularly e
by the 1954’ amendments will be in
past upward, trend. inthus )

ured, . In.géners

@’ similar situation,is expected on Janyary 1, 1957, when
employed,in 6¢oipations Niewly covered

 howéver, the

tinte éven,

past upwerd, trend in s,l;;s-:nrgnor‘t,ifiﬁ;.:iﬁ"é@?ﬁcltﬁ.; to contine
ndéxf{th@f;fs.,ﬁy,(lilraglgi emp ,\gymenﬁ"cop;%}‘u(ms assumed if assumption I,

ontribiiting to-this exp

+ g ! ST RIS I 2 Siihdy sleling B e
cted increase are ‘theé changés'in’ the rétire-

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. N

If the lower employment conditions assumed in assumption II
should materialize, it Js expected that larger proportions of eligible
workers will be obliged to leave employment especially at ages 66—69.
Hence, ‘despite a slightly smaller number of eligible workers, the
number receiving old-age (primary) benefits under assumption II



20 OLD-AGE ‘AND ‘SURVIVORS INSURANCE TRUST FUND

would considerably: excéed that-under assumption I.- 'Moreover, i}
is' expécted “that tge average old-age (primary) benefit'amount pay-
able under assumption II would exceed the average under assumptién
I, inasmuch as many of the -more steadily employed, and therefors
higher paid, older workers who, would not withdraw from employ.
ment under the ¢onditions of ‘assumption I would not be employed
under the conditions of assumption II. -In _v,(;:pri's“e'("]'ﬁénce, assumption
IT would résult in & substantially-higher voliime of benefit payments
to old-age-(primary) beneficiariés and their-depétidents. Lo
- Table 9 contains an analysis of workers eli "ib‘lé"‘f_qr old-age (primary)
benefits by; age attained as ‘of the middle ',(%a’r\iu’&ry ‘1) of each of lt'ge
fiscal years'1941 through 1960. The growth in the number of eligible
workers aged 65-69 was gradual but uninterrupted during the calendai
ears 1941 to. 1949, inclusive. This growth resulted: partly from: the
Increase in the po’Eulabibn‘ab these attained ages, but primarily from
the fact that each passing year a'larger proportion -of the persons
attaining age 65 had fully insured status. In the caléiidar year 1940,
a worker attaining age 65 would not have been fully insured if he
had left ‘covered ctaployment more than 1% or 2 years-previous: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. N » ‘ '
A gThd marked increase in the number of workers eligible for benefits
in 1951 is due to the liberalized insured-status provisions of the 1950
amendments to the Social Security Act. The number of quarters of
“ coverage needed to be eligible for old-age benefits just prior‘to the
assage of these amendments ranged from 27 for persons then ‘attain
ing age 65 down to'6 for persons then aged 76 and over. 'As'a resilt
of the.1950 amendments all persons who attained age, 65 beforo July
1954 are fully insured:if they have the minimum number of 6 quarters
of coverage. Consequiénily, the .increase 'in’the number:of eligible
persons on January 1, 1951, was gréatest for'the pérsons in”the 6569
pge group. ;Although the same factors which contributed to.the growth
in' the number of elizible persons befors 1051 will. contintié. o by
opérative after 1950, the amendments in: 1950 and 1954 which liberals
izéd the insured-status provisions and.extended coyerage:to new are

of employment will have:an even greater effect. ... .. . . .
T P tae. oL ' v o

. On Jiirle 30,1958 thdre'wers ablouit 14,200,000 Bérsons aged 68 4fid
over in the Unitéd States, a number equivilent 'to 8.4' petcent of ‘the
total popilation, ' It'is estimated' that by the'eild of ‘the cently the
number of pérsons aged 65 and'over ‘thay be néarly dolible that ‘ofi

June 30, 1955, and répresent from 10°to 13- péfcent of the populatioli;
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The' effecton thé firances ‘of ' thié old-age* and: sutvivors: insurance
system of this expected changé in the number of aged persons will be
even greater than may at first appear;'because 50 years hence a much
larger proportion of ‘aged peisons is expectéd to be eligible to receive
benefits  unider the ‘program “than' at!present. 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 estinlated cost of benefits as a-percentage" of
payroll through the year 2050 and also the levél-prémium cast of the
program—that-is; the level percentage of payroll which, in perpetuity,
would be sufficient to meet “the -¢ost of the benefits. This level-
premiuin cost ranges from 6.55 to 8.74 percent of payroll, depending
upon the combination of assumptions selected. Table 11 shows the
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 lévels of e 'pl(ﬁrmenft; ‘A- discussion of the-assump-
tions upon which .these tables have been calculated is présentéd in
appendix I. b P S , - S
TaBLE 10.—Estimated. costs: of old-age and survivors insurance system as percent of
L - . payroll !, 1966-2060

. P _[[11 percent)’
) f b ‘Low-cost | High-cost |Intermediate-
Calendar year . . ! ~estimate -| estimate- |cost estimate 3
Benefit cost in year
- Nl
484 [ e 5.61- 5.22
6. 67 6.38 - 5.97
;".. 80 7.89 S 7.34
: 66 9.20- - 8,35
724 - 9,40 8.26
8.05 | . 12.40. . 9.93
7.89 12.03 [. 8,62
' Level-premium cost ¢
L PSSt § PRMSLINE IS S LIS IPUS I ST UE SIS SN BN T RPN o = — ,,_y'. ST
24 percent interest 6.60 81 tr.68
24 percent IntOeBt e ncuctanrsanionsmmyutibangonnatounyant] 2, ,,g.,BL b, B6T - 7.61
214 percent Interest............... S S . 55 847 7.4
1 Taking Into account lower chntributiod veite’ for the Self-fmplsyed, ‘ad compared with comblned em-

ployer-employeé rate. R ) ] -
+ 3-Based ol the.average of. ed_q!lar,oésts;que; the low-oost and high-tost'estimates. .5 ; « -5y 7

} Lével-prémium ‘contribiition rate for bensfit payien(s aftér-1065, taking Into account Interest on the
frust fund on Deg: 31,1985, future adiministrative expenses, and the Jower contribution rates payable by the
sitemployed. .. | i |

: RIS £ DT
.- Norg.~The figures in this table are based on p

R A

R L
!clz;e',nnloyment_ agsumptions, -
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LABLE 11,—Ealimated progress

‘OLD-AGE AND. SURVIVORS .INSUBANCE. TRUST. FUND

of old-age and survivors insurance trust fund, 2.4

percent inlerest

(In mﬂlgom) .

' "Contribu- | Benefit pay- | Administra- | Intereston | Fund atend

Culendar year - tlons !’ ments v tive expenses fund of year

Actual data (excluding effect of railroad coverage)

1083 o oenoee. emeanan Semeemnat 43,045 | $3,008| $u; $18,707

1954, oI 75,163 3,670 92 V468 9.
105500 PR 8713 4068 19 s 461 21, 663

" . Actual data (including eflect of raflroad coverage)
L 00| 8328 01 $42U $19, 034
9842 LTI 5, 323 3,920 96 vam? 20, 8%
< L ! 2 :
. Low-cost estimath o
. EREN % i
1965 . oo teemmeoadoemamninns . 10, 928 108 41 .¢887 1 . $38,708
1970 - LTI . ‘13, 671 11)180 1?? 1.3’1339 ‘ 81,610
10801111100 e It £ 2" 15, 066 . 181 20223 . 96108
1990_ L LIIIIIITIIIIIITT 19, 355 18, 270 208 8, 252 139, 208
000, Il 21, 543 19, 44 226 4,43 190, #43
" High-cost estimato
$10, 704- $10, 410 #1711 $605 $265,923
13, 526 12 681 192 673 29, 038
17, 265" 17,034 | 232 1,026 | - 43,763
. 18133 20, 856 28| 909 37, 269
19, 375 22, 762 280'| 226 7.810
} . Intermediate-cost estimste

1. SR siose1|  se.783|  $183 $746 32,314
1970 mm oI 13, 508° et - | o Tesr 10,473
880 o oo TIIITT 17, 408 " 16,080 | 206 | 1,624 " 69,938
1980, —ooooolIIlIIIIII 18, 744 10,685 ] 781 2, 080 88, 239
200007 -0ZIIIIIIIIIIIIIIIN 20450 1w 268 234 - 1B

" 1 0ombined efaplsyet, employée, and self-ernployed contriblitions, - Theé sombined exployer-smployes
rate is 4 percent for 1955-59, 5 percent for 1960-64, 6 percent for 19065-69, 7 percent for 197074, and 8 percent
for 1076 and after. . The self-employed pay three-fourths of these rates.

1 Preliminary; partially estimated. ! y
s Includes iuterest transfer from Roflroad Retirement Account to OASI trust fund ($11.6 million in 1964

and $7.4 million in 1955). e e ;
){orl.-Tho estimated figures in this table are based on high-employment assumptions,

s  BUMMARY 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 increaséd in 1950 and 1954 ; nioreover, 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 sh ly than con-
tributjon income. Basic factors in this increase are the long-term
growth in the aged ﬁ(‘)pula.tion and, more significantly, the lengthening
period during which workers have had an og,il)ort.unity to earn the
quarters of coverage required to be insured. ore immediate causes
have been the amendments to the Social Security Act during 1950-54,
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which have exterided 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. Ty

It is estimated that agi‘réga‘t‘é 'incéme from contributions and in-
terest on investments of the trust-fund during the 5-year period im-
mediately ahead will be wholly sufficient to meet aggregate disburse-
ments of the ‘old-age’and survivors insuralice program’ during -this
period.., Long-range a tu&ri&l studies ghow that, on the basis of high
-employmenit assumptions, the- leyéﬁ}prénﬁ\}ri;i cost at 2.4-percent. in-
terest rangés’ from 6.61 to 8.57 percent of payroll, depending on the
‘combination of cost assumptionssselected. ' '

R

Under legislation enacted in: 1946, the tru’s"t‘ fund »was,i‘eimﬁhféé}i

i & i

out of general revenues for nopcontributory benefit, payments arisin
from ¢redit for military service. As a resplb of legislation enacte
in 1950, 1952, 1953, and 1955, all noncontributory. 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 Trustees believes that these additional costs, including the
administrative expénses involyved, should not be borne by the trust
fund out of the regular social security tax collections, Instead, it
believes that they: are a "%mppr, charge against the general fund. of the
Treasury, just ‘as are other costs of maintaining the Armed Forces,
Under -present’ st&tgw_rﬁ ‘provisions, the’ interest rate on special
obligations purchased by the trust furljc{"is based on the average inter-
est rate on all outstanding, Federal securities, including short-term
obligatiods. The fund's assets, however, are available for long-term
investment. The Board of Trustées therefore believes that section
201 (c) of the Social Security Act should be amended so as to permit
the trust fund to earn the higher interest rate paid by long-term
securities, ‘thereby incréasitig the, assets of the fund and .affording
greater protection to the Wworkers of Amierica and their, families who
are insured in the trust fund. The Board balieves that obligations
of less than 5 years should be eliminated in computin%ggthe interest
rate for special Government issues acquired by the trust fund. :



APPENDIXES. - -

ArpenpixX I. DEramep Long-Ranee Cost EstimaTes

The estimates presented in the ‘previous report of the Board of
Trustees related to the program as it was (and essentially- still is)
‘after the 1954 amendments.  Since the date of the last report, the
_earnings assumptions have beén réviséd to reflect the experience since
11951-52, ‘which showed a substantial increéase in:average annual
earnings per worker undet’the system. Thus the only difference in
the assumptions underlying the cost ‘estimates in last yéar’s repors
and this one is in réspect to covered earnings. © . | .
' At various times in 'the past the réport of the Board of Trustégs

‘has contained estimates based on' both high ehiploymenit assumnptions
(somewhat below ‘conditions”prevailing curretitly) and low employ-
ment assumptions (roughly midway between the high employment
assumptions' and the level prevailing just before the start of W,q"r]g'
War II). Since the low employmient assumptions have been so muc
below actual experience, no estimates have been déveloped on this
‘basis sin¢ce 1952, The following, discussion will relate only to cost
‘estimates based on high employment assumptions, The reader may
consiilt ‘previotis reports or Actuarial Study No. 36.0of the Social
Security Administration to' see the cost effect of lower émployment
‘assumiptions. . L T

“The estimates are based oh.level earnings assuriptions ‘(slightly
‘below the present'levels). If in the future earnings levels shot %df,b.b
considérably 'above tht which néw prevails, and if ot the same tip
the benefits for those on the Toll dre adjusted upward so that ’annu‘&)
costs in‘relation to payroll réemath. the same, then the resulting in:
oresged dollar outgo will offsct the ineronséd dollar incorno. Thi
is an important reason for considering costs relative to payroll rather
than in dollars. o

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 level-premium 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

24
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‘enefits aﬁd’im‘yroll is assumed virtually ¢onstant after'about 2020).
JIf such a level rate were adopted, relatively large accumulations in the
‘trust. fund: would. result, -and .in’ cons:quence ‘also gizable ‘eventudl
income from interest. Even though/such’a method of financing is not
followed; this ¢oncept nevertheless provides & useful measure of long-
range costs' which takes into acoount the: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 thig' ptogram. = -~ - o, R
. (@) Population growth.—The future treiid of the population depends
on the size ‘and :agedistribution of the existing population,:on future
births and immigration, and on future deaths’ and emigration.: In
making use of the 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)!which' are present. " For-instance, the 1940 ‘census 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 ¢ensug shows about 700,000 more persons
age 65 and.over than are indicated by & similar projection of the 1940
census. - Thus, the 1950 census is necessarily used’as the base for the
cost estimates, in ‘the absénce of any ddequate basis for adjustment.
In both cases, however, there is no reliable indication as to what part
of the discrepancy should be attribiited to each of the two censuses
involved (or'to the death or migration data). , . - - .. ... -

'~ Crude birth rates declined for many years until aboit 1935, due in
part to' the increasing proportion of thé female population past thé
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 péak being reached: in 1943. " Altliough there was some
decline in 1944-45, the birth rato rémained higher than &t any 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
tvas higher than at’any time since the beginning of World War I. -~ The
peak was followed by some dé¢line and:a subsequent rise in 1951-54,
which' did not quite reach the 1947 lovel.
. The'increase in birthrates in Tecent years seems, to, be coneentrated
langoly 3h tha xates for firdissecond; and third birthis {0 & given mother;
The if(m‘ibféas’éi'in”"ﬁfsi"ltﬂ;pirghg _‘e‘ﬁc:i's‘ to u}crel;ilsefbhe b'ro%ofc’ion of tﬁ};e
insured population having dependents, eligible for immediate, monthly
b‘engﬁt,su g.s : welf a?ih’? znﬁﬁ}bﬁn of suich dependents:; “As 8.resul,
the epst.of survivor, benefits is inerensed, even if there s a decline in
the number, of  large, fﬂ!,m-hﬁs.%».(',Thfé{l@‘%té?; fagtor has only: a limifed
éffect tipon benefits because ggg'r;eglat,e}‘bfe'niéﬂ(z_s?,fdrj a,fgmily are ngj
{)ncregsed for children in excess of three if thé mother is also receiving
encfits.

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. o

As a bagsis for the cost éstimates, two population projections have
been developed. These do not reflect the maximum possible range

rd
<
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.in population which- might dévelopin the:future) but:rather: -etbody
.combinations of factors which:produce ejther: low- cost or: ‘highscost’i
‘regard-to. old-age. ahd survivors;insurahca; for exafnpley dnfavorable
mortality, assumptions versus favorabla onesi These: population pro-
é ections are. presented in detail in' Acturial Study No:83iof the Soéial
ecurity:; Aﬁtmmstratnon (Illustmbwe Umted Stated Population - Pre-
Jections; 19562): . . .h o o - s g
; Table 12 mdlcatesi the - alternatwe trends of populatlon» growth
resulting for the total population, for pog ulation aged 20-64, and for
the population aged 656 and over. :: The!high-cost: proJeotlon shows s
larger aged population than,the low-cost ‘projection ; because ‘of the
assumed: lower .mortality, but & somewhat smaller population in ag
- groups under, 65 becausé of -the assumed lower fertzhty whwh more
than oﬂ'sets the lower mortahty SRS RE R

TABLE 12 —-Actual and cahmated populatzon of the Umud Statea ' 1920—2000

l

. {11 millions)".
'Allnget . B Agodw-« | . Aged 658nd over,: |
Calendar.year ‘ ) : . EDS MARIRTIES
: Total | Men |Women| Total Men Women -Total | Men |Wome
Actual data . i
.55 '8 | =] s&o| as| 24
64 62 69 35 #)l -67) 84 3
68 67 79 39 39 0.0 - 4.4 4.6
Wi 781 -89 44 45 .- 123 &8 (3]
sl . 8| 3| 46| | 12| &¢| 74
~ Proection fo’r'lbw-.ébst!mumption:' . . .
. N I H . H . . / )
o] & es|  as| cwe] we| el il
 ow| e | 49| e w8oly 7ol
103 106 1nz 58 59 22.0 9.4 12¢
o1l o128 139 .\l 69 %3 11,0 M.p
Projection for high-cost agsumptions

980 eeeeeoeeeeenn | sl e} el 27 a8l s8] 71 ai

988 .. ... —iecemenn . ‘178 83 90 99 9 50 17.1 7.7
280U e Cp00) 118 .88 28], .09 129
00,1 1TIIIIIIIIIIT 26| ws  be| s Cei| mo|izzf Ik

1) Includpa-tnaddlfdon to the dontinental ‘Unuoa Slates—Alaska, Cabal Zohb, Hawall; Pumé meo. and
Islands, and for 1950 and alter, Armed Foroesand Govemmentemployéea overseas md thelr families.

l:ot 1940 ond fstor dst: for ages 85’ to 69 udjustod tor age biases in nonwhito populatlon as enumerau@

(b Mortalzty —Mortallt mtes by -age’ have beén' “deci'easmg,
steadily since the turn"of the century for ‘both sexes and for mtually
all ages up' to ¢ age 60.  Although l&ére WaS relatively little’ change
above ‘that age durm ‘the first four decades, sigmﬁcant xmprovement

hu occurred dunng 1e past ‘decade and a hal.f
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In both the low-cost, ar}d high-cost assumptions, continued improve-
ment in mortality rates at all ages is postulated. However, the degree
of improvement embodicd in the high-cost assumptions is substanti-
ally greater. While both sets of assumptions are necessarily arbi-
trary, they may reasonably be taken as delineating, for the purposes
of this report, the range witliin which mortality rates will fall. If
this ringe seems wide, it sh()l(.;ld he pgted that no allowance has been
made for''the effects of such: diverse factors as reduction in mortality
through“the @pplication of new discoveries to the prevention of disease
and to the impairments caused by discase and, on the other hand, the
possibility that mortality rates at older ages might actually increase
becaust more persons with serious impairments, such as diabetes,
are enabled to survive to oldér ages. B o

(c) Amount of covered employment.—In estimating the number of
covered persons, percentages of men and women in each age group who
arc 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
SOUPQQ;»‘{ The level of employment assumed is roughly that currently

revailing. o . -
P 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 60-64. 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
somewhgt lower proportions at the youngest and oldest ages. For
women, the proportions used were about 55 percent for ages 20-35
and ebout 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.

(@) 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 resson of current or previous work
experience, subdivided by sex and by nge.groups above and below 65.
The percentages for age 65 and over include old-sge beneficiaries (1. e.,
retired workers). Table 14 relates the old-age beneficiaries, end the
totel beneficiaries aged G5 and over actually drawing benefits, to the

total aged population.

90024°—57 8. Doc., 84-2, vol, 1——=19
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TaBLE 13, —Estimated proportion of the population tnsured under old-age and
survivors insurance, 1966-2000 -

(In percent]
Low-cost estimate High-cost estimate
Calendar year —
Ages 20-64 Ag%svg‘;i ?nd Agos 20-64 Ag%avgg?na
Mon
1068. .ccccecacnae eecsceccecrcronncaacsraasavencnn 84 73 88 ]
1080..ccccccacccncen eeceucescascesncsnn lecocrenn 87 86 81 0
........... eecescavesssrmssrensemnresananan 87 91 92 "]
Women ?
47 27 52 k)
51 39 57 4$
b2 49 58 ]

1 Including old-age beneficlartes.
8 Excludes wives and widows of fully insured men excopt such wives and widows who are insured ou the

basis of their own omployment,
Note.~—The figures in this table are based on high-employment assumptions.

TaBLE 14.—Estimaled proportion of populalion aged 65 and over recetving benefils,

1966-2000
{In percont]
Women receiving benefits
Mon recelv-
Calondar year {n
g benefits ! Old-a
. -0ge Other
benefis? benefits 3 Total
Low-cost estimate
J065. aeneecceceamcccaccaccmccceccaacaan Cccmene- b4 22 34 5
1080, c e cicerccccccccccccccccccccsscrenananen 67 34 - 38 n
2000 - eeucramencccaccaccaccnenccasancncasennsses 76 44 36 &
High-cost estimate
64 26 36 63
75 41 38 n
84 50 3 8

1 Consistsialrost entirely o old-age benoficiaries (rétlred Insured workers).
- 1 0ld-age benaficiaries aro retired insured workers, YVomion qualified both for old-age and wifo’s, widow's,
or parent’s benefits aro considered as old-ago beneficlarien,

3 Wives of old-age bencficlaries, and widows and dependent mothers of deceased insured workers, exclud:

ing women qualifying as old-age beneficiaries. -
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" (e) Marital status andfamily composition.—Marital relationships by
age have great significance for old-age and survivors insurance costs
because the systom’providés 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 prohibits diplication of benefits, The experi-

‘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
reccive the supplementary 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, o o

.Family composition data, indicating the proportion of individuals
with children and ‘the average number of children per family, also
have great significance, because- the system provides benefits for
orphaned children and their widowed mothers, The future birthrate
has an important role in this connection since it determinés not only
the total number of children, but also how they are divided up into
faiilies.” 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 aged 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
beneficiariés (retired workers), wives and dependent husbands of old-
age beneficiaries, children of old-age beneficiaries, aged widows and
dependent widowers of deceased insuréd individuals, and dependént

-parents of deceased insured workers who left no widows or children
-under age-18. It has'been assumed that all retired "persons eligible to

reccive old-age benefits based on their own earnings would apply for
and receive these benefits even though théy might be entitled to

larger - wife’s, husband’s, widow’s, widower’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 156.—Estimated monthly beneficiaries ! agjed 665 and over and children of old-
age beneficiaries, in current-payment status, 1966-2000 B

(In thousands)
Old-age Wivesof | Ohildren of Aged :
Calondar year * bonefici- | old-nge ben- | old-age ben- ge Dependent
aries ! eficiarios eficiaries wldows ¢ parents
Actual data for December
508 46 314 1
647 08 384 1
738 76 455 %
888 20 841 b1}
1,016 107 | 618 %
1,192 122 701 %
Low-cost estimate
1, 347 109 1,888 2
1,743 176 3,072 3
1,023 195 3,633 4
High-cost estitnate
7,360 1,662 132 1,933 M
12,736 1,802 180 3,109 4
18,9078 2,051 187 3, 303 [

1 For rulﬁfé’é‘éflrﬁhtéé}‘fbéf'sons quailfying both for old:agé benefits and for wife's, widow’s, husband's,
widower’s; or parent’s boneflts are shown as old-age heneficiaries. For actual data, such dual i)eneﬂclarles
are shown under both categorios (as of December 1954, about 80,000 such individuals).

11, e,, retired insured workers, .
t Inoluding dependent husbands and also a small number of wives under age 65 with child beneficiaries

in their care.
¢ Including dependent widowers,

Not1e,—The estimated figures in this table are based on high-employmont 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 con-
siderable amount of benefits. Table 16 lists these two groups
separately, L ‘

Thé high-cost assumptions show, as expected, a larger number
of old-age beneficiaries, and dependents thercof, 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 ratés
assunied and the greater proportion of the population assumed to be
insured as a result of the in-and-out movement between covered et
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.



OLD-AGE AND SURVIVORS INSURANCE TRUST FUND

31

TABLE 16.— Estimaled younger survivor monthly benefictaries in current-payiment

status, 1966-2000
{In thousands]

Calondar year

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

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

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

Ofpiinnod Widowed
children mothers
Actual data for December
653 169
718 204
864 229
063 254
1,054 272
1,154 202
Low-cost estimate
1,449 457
1, 575 507
1,805 572
High-cost estimate
1,480 554
1,457 570
1, 361 543

Nore.~—The estimated figures in this table aré based on bigh-employmeont assumptlons,

Table 17 summarizes the previous discussion by showing illustrative
numbers of beneficiaries and lump-sum death payments.

Widows

d

widowers, and parents aged 65 and over are included under the age
category, as are also spouses and dependent children of old-age

beneficiaries.

TaBLe 17.—Estimaled old-age and survivors insurance beneficiaries tn curreni-
payment stalus, 1966-2000

{In thousands])

Lump-sum
Aged bene- Youngor
Calendar year ficlartes! | survivors pa;ll},ea:,?w 1
Actual data for December
2,654 823 200
3,397 982 414
3,933 1,093 438
4,764 1,217 512
5, 501 1,326 518
8, 515 1, 464 567
Low-cost estimate
1085, eneeecncnccccesomencoenerecasammnennrunnansacannanmennas 9, 524 1, 906 923
1980......... crveeeavcssamcsvacmenanmaseeareann~ 15,623 2,082 1, 309
D00.eieeanannccereccecennmeceaccamasnsacmanastecmoamecmmoaanns ) 2,377 1,718
High-cost estimate
........................................... - 11,031 2,034 953
.............................................. 17,064 2,027 1,342
lecessssnacecuansanen 24, 682 1,904 1,770

1g ehildrén of oldisgé, bonsfictarles and: wives Undéer ags.65 having such children In thelr care,
For actual ‘data, \igures are:somewhat ovérstatéd because of pérsons receiving both old-age bonofits and
wile's, widow's, or parent’s benefits (about 80,000 indfviduals as of December 1054).

$ Number of deaths resulting in lump-sum payments during the year.

Norz,—The estimated Aigures In this table are bused on hfgh-omployment assumptlons,
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‘In tables 13 to 17 only potential long-range trends have been-set
down, withott fécognition of cyclical or periodic fluctuations, Bear-
ing this in mind, certain tfénds may be observed in these illustrative
tables of number of beneficiaries. o

(1) An overall uptrend in bencficiarics 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 and a leveling off under the high-cost assumptions in the
number of orphai=-child and widowed-mother beneficiaries; h

(3) The relatively small,‘and increasingly smaller, proportion of all
benefils répresented by younger survivor benefits; o

(4) A relatively rapid advance in ‘the proportion of fiilly instiréd
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

(6) A rapid rise in the percent of aged persons receciving old-age
bencefits, v o o

(f). Remarriage rates.—Remarriage of “young widows” is an im-

ortant cost factor since it restlts in termination of mother’s insurance

enefits and also of rights to deferred widow’s benefits at age 66.
The greatest potential duration of benefits occurs among the younger
widows, who can receive benefits for many years as mothers of ‘yourg
children and later as aged widows. These, however, are also the
women with, the greatest cliance of remarriage. Among tlie older
mothers with fewer prospcctive years of benefit receipt (their youngest
child being nearer age 18), the probability of remarriage is smaller,

Remarriage ratés vary both by age of the widow and by duration”
of widowhood. The remarriage factor prodices a tangible reduction
in the volume of “life insurance” afforded by the program when such
“life insurance” is interpreted as meaning the present value, in case
of the worker's death;, 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, '

(9) Employinent of beneficiaries.—Since monthly benefits for all cate-
gorics of beneficiaries are, in effect, suspended in any month in which
the beneficiary is under age 72 and has more earnings than permitted
under the retirement test, assuimptions as to the employment of
beneficiaries rarik high in importance among the various cost elements,
In December 1954, 72 percent of those aged 65 and over wlio were
fully insured were actually receiving benefits. The proportion is in-
fluenced 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, 100, a large demand for labor draws into- employment  and
away from benefit recéipt many widowed mothers and older childrei.
There is assumed to be more employment of beneficiarics, and this
savings in cost, in the low-cost assumptions than in the high-cost

ones, N o e
(h) Earnings in. covered employment.—Onie of the most striking

changes in cariied income’on record lias taken place since 1940. Not
only have thefe been furthér risés in the hourly rate of earnings since
the end of World War II, including a sharp rise following the out-
break of the Korean conflict, biit also unemployment, including partial
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unemployment, has been relatively low so that most workers have

had a full workweek (table 18).

TasLt 18—Average earnings credits of workers under old-age and survivors insurance
by years, 1937-63

Workers with any earnings | Workers with earnings in all
. in year 4 calondar quarters
Calendar year
Tota. Male | Female | Total Male Female
$3,000 masinum earnings baso
$899 $1,037 $530 (O
-832 058 507 $783
881 1,014 538 800
228 1,070 653 831
1,014 1884 574 910
1127 1,364 609 1,047
1,289 1,680 788 1,271
1,309 1, 681 887 1,402
1,328 1,691 895 1,384
1,394 1, 635 9! 1,480
1,671 1,831 1,044 1,611
1,677 1,939 1,138 1,733
DL S SR 1,711 1, 964 1,185 1,763
1950...ccecccccaceancancancananccsasnsonans 1,709 2,026 1,232 1,862
$3,600 maximum earnings base
1 L SR $2,308' §1,333° M V) g)
1951 wagd emiployment.... 2,357:| 1,318 $2, 665 $2, 966 1,045
1951 self-employment. . . .. 2,356 1,745.[ (¢t 5') 5’)
1952800018 32 Lo e ccecceneaaaan 2,110 2,470 1,420:f (! 1) 1)
1952 woge omployment 3. ... pmenmaane 2,070° 2,440 1,400 2,740 3,040 2,060
1952 self-employment 2.0 e oveeecanananan 2,330 2,450 | 1,740 l; ?)
1953 80tal 3. . i aiccciiccecccaeaan 2,180 2, 650 1, 600 1 J )
1953 wage employment 3. o ooeeoeomaaenaas 2,160 2,510 1,490 2,820 , 110 2, 150
1953 sell-cmployment 3. . _.......... 2,350 2, 500 1,700 ?) ?; !
1054 total 3__ . oo ..., 2,200 2,550 1, 600 1) ! !
1954 wage employment 3. 2,150 2, 500 1, 500 2,850 3,100 2
1054 self-employment 3. _oooeeereneenenn- 2,400 2, 500 1,700 *) ) O}

1 Data not available,
! Preliminary.

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

The cost assumptions involve average annual creditable earnings
in perpetuity of $3,485 for men who work in all 4 quarters of a year
and, correspondingly, $2235 for women. For both men and women
the average earnings used for 3-quarter workers is about 45 percent
of that for 4-quarter ‘workers (i. e., at a lower rate per quarter).
Corresponding proportions for the 2-quarter and I-quarter workers
are about 22 and 9 percent, respectively. As used here, the refererice
to 4-quarter workers, 3-quarter workers, etc, relates only to the status-
in & particular year: the estimates allow for-the fact that over the
course of a working lifetime an individiial may be in covered employ-
ment all 4 quarters of some years, fewer in other years, and perhaps
not in covered employment at all in still other years. These ratios
of the part-time average covered earnings to the 4-quarter average
perallel very closely the actual ratios observed in the old-age and
survivors earnings data. '
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The 4-qiiatter earnings assumption§ may be compared with “the'
actual experience for such workers in the past yeais as shown by tig'
last two columns of table 18, but allowance must be made for the
changes in the maximum wage base, The earnings assumptions are
on about the level prevailing in 1964 and are about 30 to 35 percent,
abové the eéxperience 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 for the
estimates for the 1954 amendments:

Development of the p'ros'FeétiVe cost of the program using the
various elements discusséd furnishes reasonable illustrations-of the
number of future beneficiariés and costs. The values derived are well
within the outside boundaries of possibility, though by no meais
either the lowest or the highest conceivable. Experience to date is
limited; the payment of monthly benefits began in 1940, and these
benefits 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
beneficlaries. In recent years, as the lag diminished and coverags
expanded; payments have been limited by postpoilcments 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 réﬁuing
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 the 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
survirors insurance coveréd 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 of railroad service are to be paid by the old-age an
survivors insurance system, o o ,.

Financial interchange provisions are established such that the old-
age and survivors insurance trust fund is to be-placed in the samé
financial position as if theré 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 the old-age
and survivors insurance system since the reimbursements from the
railroad retirement system will be gomewhat larger than the net addi-
tional benefits paid on the basis of railroad earnings. The long-rangé
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costs developed hebs are for the operation of the trust'fund on the
basis, provided it currént law, that all railroad employment will be
(and beginning -with 1937 has been) covered employmetiit. The bal-
ance in the fund thus corresponds exactly -to’ the actual situation.
But the contribiition in¢ome and: benéfit disbursement figures shown
(as well as the number of beneficiaries) ‘are roiighly 5 percent higher
than the payments which will actially be made directly to the trust
fund from ¢ontributors and thie payménts which will actually be made
from the trust fund to the individiial beneficlatics. "This is the case
because tlie figures here includé both the’ additional contributions
which would have been. collected 'if railroad enployment had always
been coveréd and the additional benefits that would hate 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
interchange provisiohs, § o -

The long-range cost estimates of income and outgo were presented
in the body of the réport in tables 10 and 11, the former showiﬁ% the
benefit cost relative to payroll and the ldtter the progress of the
trust fund. In addition to the figures for the low-cost and high-cost
estimates, resulting from two carefully considered Series of assump-
tions, interinédiate-cost estimates have been developed. The latter
are merely an average of the low-cost and high-cost estimates of
beneficiaries, ‘disbursements, and income 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 establishihg in the

law a contribution schedule designed to make the system self-support-
ing, it was necessary at the time the legislation was enacted to sclect
a single set of estimates as the basis for the contribution schedule.
The intermediate-cost estimate was used for this purpose. _Qui‘tfe
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 congressional interit 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
thealnw, and again 1n 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 the 1954 act, as was all of the increased cost of the changes made
(over the savings effécted by such changes as extension of coverage
and the higher wage base). Accordingly, it-may be said that in the
1954 act the increase in the ultimate contribution rate 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
mdicate({ The revised estimates presented in this report indicate
that such deficiency is even smaller than shown by the original
estimates 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, N o . )

Because of the nature of the assumptions, the tables show only
smooth trends, omitting the irregularities and periodic eyclical 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 whic
the contribution income, i1s 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. o

The interest assumptions used in determining level-premiiim costs
arve 2%, 2.4, and 2% percent. The average rate on investments of the
trust tund'is currently about 2.3 percent (as of the end of 1955). The
intermediate-cost estimate shows a level-premiuin cost of 7.63 percent
of payroll at 2%-percent interest, 7.51 percent of payroll at'2.4 percent
interest, and 7.44 percent at 2%-percent interest. These figiires may
be contrasted with the level rate equivalent to the graded contribution
schediile i ‘the law (taking into account the lower contributions pay-
able by the self-employed as compared with the combined employer-
employee rate); which is about 7.3 percent of payroll. Thus, this
comparison indicates 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
estimatés, In the low-cost estimate, contribution income exceeds
benefit disbirsements in all years. Accordinigly, the trust fund'builds
up quite rapidly and even some 45 years hence is growing at ‘the rate
of almost $6 billion per year (and at that time is about $190 billion),
On thé other hand, under the corresponding high-cost estimate, benefit
disbursements exceed contribution income in and afier 1980, and 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. ‘

These results for the low-cost and high-cost estimates are fo be
expected since the system on an intermediate-cost estimsate is approxi-
mately sclf-supporting, Accordingly, a low-cost estimate should
show that the system is more than self-supporting and a high-cost
estimate should show that a deficiency will avise in later years. At
any rate, it appears likely that there will be ample funds for several
decades cven with relatively unfavorable experience.

According to the intérmediate-cost estiniate, contribution income
will exceed benefit dishbursements until 1986,  Accordingly, the tiist
fund grows steadily, reaching a maximum of about $121 billion in 2016
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and then 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 the actuarial projections,
is the trend obsérved in the past, of an irregular but upward movement
in earninigs, both on a dollar basis and in thoe forim of real wages, If
this secular trend continues, then——other 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 changes in the
benefit curves. There aro several reasons for this effect, the important
one being that the benefit increase would be dampened because—

(1) Benefits are deterinined by the average monthly wage up
to the maximum of $350; 55 percent is applied to the first $110
thercof 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 the 20-percent rather than the
55-percent rate applies. Thus benefits are smaller in relation
to earnings, and conséquently in relation to contributioiis.

(2) Contributions 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 in
which*the insuréd persons on whose account the benefits are paid
worked in covered employment, and in far distant future ycars
would include earnings of as much as 50 previous ycars.

The assumption of steadily rising earnings in conjiinction with
an unamended bencfit formula would have an important bearing in
considering the long-range cost of the program. With'such an assump-
tion, the future rise in carnings would seem to offer significant financial
help in the financing of benefits because contributions at a fixed
percentage rate would increase steadily relative to benefit disburse-
ment. However, benefits paid would steadily diniinish in relation to
the current earnings leyel. As a result, oflselting this apparent
savings in cost is the likelihood that from the long-range point of view
the present benefit formula would not be maintained. -

In revising the benefit schedule to conform with the altered earn-
ings level, the changed cost and contribution picture would have to
be considered. This is especially true for changes resulting from the
fact that benefits would be based on earnings prevailing at the time
of the revision and thercafter, while the accuniulated trust fund at
that time would have developed from contributions on the lower
earnings levels of the past. The fuitd thus would play a less import-
ant role in financiig ‘the program tlian it would if the earnings level
had not changed, If it is assumed that the benefit level in the future
will be adjusted in proportion to the increase in average earnings,
the level-premium cost-of the program, expressed as a percentago of
taxable~earnings in perpetuity, would be increased because of the
diminishing part played by the accumulated trust fund in financing
the program. For small annual rates of increase in average carnings
(i. 6., for rates less than the assumed valuation interest rate) this
Increase ¢ 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 amondment of the benefit provisions, However, for larger
rates of increase in average earnings the level-premium cost in per:
petuity would be the ultihate cost, because the fund would ultimately
play virtuslly no role in the financing of the benefits. Nevertheless,
during the course of this century at least, the interest income from
the fund would confinue to be a significant amount in relation to
total disbursements. _ A

In addition to excluding the assumption of increasing wages in the
future, the detailed cost estimates given have avoided dealing: with
various other imporfant secular trends. These have diverse effects
on costs which cannot be adéquately 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
averago 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
grea.tiy 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).

ArprEnDIX II. Leaistative History Arrscring Trust Funp

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, subséquent acts of Congress
extended the 1-percent rates through calendar year 1949. On
January 1, 1950, the rates rose to 1% 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
throtigh 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. . - N

Special refunds of employée 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, thess
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 triist
fund into the Treasury as repayments to the account for refunding
internal-revenue collections, the amount estimated by him to be
contributions which are subject to refund with respect to wages paid
after 1950. . N '

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 II
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 withdrawn to meet the additional cost (including
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asdministrative expenses) of the payments undér this section.. The
1950 amendments, which;provided additional benefits for World War
II veterans, and the 1952, 1953, and 19566 amendments, ‘which pro-
vided additional benefits on account’of active military or naval service
from July 25, 1947,‘,thrqu‘Fﬁ’Mqréh 31, 1956, charged to the trust fund
not only these additional benefits but also thoge payable under the
1946 amendments: (beginning September 1950),

Social Security Act Amendments of 1960.'—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. ; o

1. Coverage was extended compulsorily to regularly 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 & voluntary basis—employees of nonprofit institutions
and employeces of State and local governments who are not under
retirement systems, o

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

(@) The requirements for fully insured status were liberalized by
introducing & 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
'n]q;v\'(_lg{,f;povered 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.

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

(d) The provisions governing the withholding of benefits because
of work 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 age
might earn as much as $50 a month in covered employment and still
receive benefits.

¥ Certaln provisions In tbeee.amandmenta.wen further changed in 1052 and/or 1584,
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 (¢) Lump-sum death benefits were' made payable even thdi&'il
‘monthly benefits were payable to survivors for the month in which'th
wage earncr died, S
(f) Monthly benefits were made payable retroactively for a perio
up to 6 months prior to the month in which an application was filé
provided the beneficiary was eligible therefor, N
3. Larger benefits wére made payable to future beneficiaries as wel
as to persons on the rolls.
(a) The maximum amount of annual taxable earnings was raise
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 afte
1936 or after 1950, whichever yielded the larger primary insurant
amount, except that in the case of individuals born after 1928, the
1950 starting date was réquired. .
(¢) For persons whose average monthly wage was calculated on the
basis of earnings aftér 1950, the 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 a2moiin
‘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 aftér
1950, -benefits to future beneficiaries will be based on an averags
monthly wage compiited over all years after 1936. In all cases wher
the dverage monthly wage is computed over all years after 1936,
including cases referred to in’'subparagraph (b) above, benefits will b
computed by the old formula, except that no 1-percent increment
will be:included for years after 1950. The amounts so computed
would then bé increased, by means of the conversion table. o
(¢) Parent’s'benefits were incréased to 75 percent of the primary
insurance amount; Child-survivor benefits' were increased so as'to
pay to each child the sum of (1) 50 percent of the primary insurancs
amount, and (2) 25 percent of the primary insurance amount, dividel
by the number of child beneficiaries’in the family. The amount of the
Tump-sum ‘death payment was changed from 6 times the primary

insurance-benefit to 3 times the primary insurance amount. L
( {) /The maximum monthly amount of family benefits payable
with respect to one wage record was the smaller of $150 or 80 percent
.of the averaﬁe ‘monthly wage, provided that the latter limit would ot
reduce benefits below $40. L N -
4. The provision which was added to the Social Security Act'in
1943 authorizing appropriations to the trust fund from' general reve
nues when needed to ‘meet costs was eliminated.
-+ Social Security ‘Act amendments of 1962,—The 1952 ‘amendmenls
to the Social Security Act’became law July 18, 1952. The important
‘changes significant from an actuarial standpoint-are presented below:
~ 1.~ Larger benefits were mada payable to beneficiary 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

1 Certaln provisions in these amendments were further changed (n 1954,
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was 556 percent of the first $100 of dverage monthly wage, plus 15
percent of the next $200. The minimum primary insurance amount
-was made $25 for persons whose average monthly wage was iinder $35,
and $26 for persons with average monthly wages from $35 to $47.

(b) For persons already on the benefioiary 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
gmounts in the table of the 1950 law were increased by $5 or 124
percent, whichever was larger. This new ‘conversion table would be
applicable in determining bencfits for all future beneficiaries whose
average monthly wage was comptted over all years since 1936. _

(¢) 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. , v

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 & month.

Social Security Amendments of 1964.—A summary of the provisions
affecting receipts and disbursements of the trust fund appears on
‘pages 2-4. 7
P %’ooﬁd@haiién of old-age and survivors insurance and railroad retire-
ment programs.—Public Law 234, approved October 30, 1951, amended
the Railroad Retirement Ac¢ito provide a new basis of coordinating the
railroad retirement program with old-age and survivors insurance.
This legislation provides that the railroad wage credits of workers
who die or retire with less than 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-
ment Act, reccive benefits under one program or the other based on
combined wage records, while retiremont 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— ~

determirie, o later than Janiary 1, 1054, the amouiit which would Place the
‘Federal old-agé’and survivors inguraneg trust-fund in the same pogition in which
it would have heen at the close of the fiseal year ending'June-30, 1952, if service
asan employee after. December 31, 1936, had been included in the term ‘“‘employ-
ment” ag defined in the Social Security Act and in the Federal Insurance Contri-

hutions Act. ,

Both agencies compléted a series of joint actuarial studics 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
.pla,cejfit in the same position-as of June 30, 1952, as it would have been
if railroad employment had always been covered under the Social
Security Aet. ~— ..
.There is no authority in the law to transfer, the $488 million from
the railroad retirement account to the trust fund, but the legislation
provides that 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 the trust fund. .
The législation further provides that at the close of fiscal year 1985,
‘and each fiscal year thereafter, annual reimbursements are to bs
effected between the railroad retirement account and the trust fung
in such amounts as would, taking into consideration the amount dété
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 besn
if railroad employment were covered under the Social Security Act,
If the reimbursement is from the trust fund to the railroad retirement
account the Secretary of Health, Education, and Welfare may offse
the amount of such reimbursement against the amount determined for
the period through June 30, 1952. _ g
Change in._definttion of ‘“‘employee.”—Public Law 642, approved
June 14, 1948, which amended the definition of the term ‘“employee”
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 credifs
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 $25,370,0
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.

Arpenpix III. StaTyToRY PROVISIONS CREATING THE TRUST Fum
AND DEFINING THE Duries oF THE BoArp oF TRUSTEES

(Secs. 201 and 218 (e), (1), and (j) of the Social Security Act as amended)
Federal Old-Age and Survivors Insurance Trust Fund

SectioN 201. (a) There is hereby created on the books of ths
Treasury of the United Statés a trust fund to be known as the
“Federal Old-Age and Survivors Insurance Trust Fund’ (hereinafta
in this title called the “Trust Fund”). The Trust Fund shall consist
of the securities held by the Secretary of the Treasury for the Old-Ag
Reserve Account and the amount standing to‘the credit of the Old-
Age Reserve Account on the books of the Treasury on January |,
1940, which securities and amount the Sécretary: of the Treasury
‘authorized and directed to' transfer to the Trust Fund, and, in add:
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 ‘h}gprbpriatéd,"ﬁinbﬁﬁts ‘équivalent to 100 per centum of-

(1) the taxes (including interest, penalties, and additions t
the taxes) received under sub¢hapter A of chapter 9 of thy
Internal Revenue Code of 1939 (and covered into the Tx:easm{yJ
which are deposited into the Treasury by directors of intern
revenue before January 1, 1951; and
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(2) the taxes ‘cértified 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, 1951; and T

(8) the taxes imposed by subchapter A of chapter 9 of such
code with respect to wages (as defined in section 1426 of stich
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 pursiant to
section 1420 (c) of the 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, 1964, 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 B

(4) the taxes imposed by subchapter E of chapter 1 of the
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 incoine (as defined in section 1402 of such code)
reported to the Commissioner of Internal Revenue on tax retiirns
under such subchapter or chapter, as deternined by the Secretar
of the Treasury by applying the applicable rate of tax under such
subchapter or chapter to such self-employment income, which
self-employment incomie 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 clausés (3) and (4) shall be transferred
from time to time from the genéral fund in the Treasury to the Triist
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 legs than the amounts of the taxes referréd to in such clauses,

(b) There is hereby created a body -to be known as the Board of
Trustees of the Federdal 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 Secrctary of the Treasury, the
Secretary of Labor, and ‘the Secretary of Health, KEducation, and
Welfare, “all ‘ex officio. The Secretary of the Treasury shall be the
Managing Triistee of ‘the Board of Trustees (hereinafter in this title
called the ‘“Managing Trustee’’), The Cominissioner of Social Se-
curity shall serve as Secretary of the Board of Trustees. It shall be
the duty of the Board of Trustces to— '

{i')‘H,ol‘d the Trust:Fund: . . .

2) Report to the Congress not-later than the first d&sy of
. March' of ‘éach year on the: operation and status of the Trust

£0024°—07 &. Doc.. 84 2, vol. 1.=——20
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- Fund during the preceding fiscal year and on its expected opers.
tion and status during the next ensuing five fiscal iyears;. =

(3) Report immediately to the Congress whonever ;tfle Board
of Trustees is of ‘the opinion. that during the ensuing five fiscal
years the Trust Fund will exceed threa times the highest annusl
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
I'und during the preceding fiscal year, an estimate of the expected
future income to, and dishursements to be made from, the Trust
Fund during each of the next ensuing five fiscal yoars, 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, reqired to meet
current withdrawals. Such investmeiits may be made only in interest-
bearing obligations of the United States or in obligations guaranteed
as to both prinéipal and interest by:the United States. For such pur-
pose such obligations may be acqiired- (1) on original issue &t par, or
(2) by purchase of outstanding obligations at the market price. The
purposeés 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. éxclusively to
the Trust Fund. Sucli special obligations shall bear interest at a rate
equal to the-average rate.of ‘intereést, computéd as to the end of the
calendar month’ next preceding ‘the'date of such issue, borne by all
interest-bearing obligations of the United States then forminga part
of the Public Debt; except that where such average rate is not a mul-
tiple of one-eighth of 1 per ceéntitin, the rate of interest of such special
obligations shall .be the 'multiple:of one-eighth of 1 per centum next
lower than such average rate.  Such spe "oigblig’i}:tibn‘s shall be issued
only if the Managing "Triistee determines that: tlie purchase. of other
intercst«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 intérest. -~ . .. -

(e) Theintereston, and the proceeds from the sale or redemption of,
any obligations‘held inithe Trust Fund shall be credited to and form a
part of the Trust:Fund. . . o
- (f): (1). The Managing Trustee is directed to pay from the Trusf
Fund into the Treasury the amount estimated by him and the-Secre
tary of Health, Education, and Welfare which will be éxpended during
a three-month period by. the Department of Health, Education, ana
Welfare and the Treasury Department for the administratin of
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titles TI'and VIII of this'Act arid subchapter B of chapter 1'and sub-
chapter A of chapter 9 of ‘the Intetnal %e’_’véhu’e" Code of 1939, and
chapters' 2 and 21 ‘of the Internal Revenue Codé of 1954, Such pay-
ments shall be'covered into the Treasury as repayments to: the accouint
for reimbursement of expensés incurred in connection with' the admin-
istration of titles IT and VIII of this Act and subchapter E of chapter
1 and subchaptér ‘A of chapter 9 of the Intérnal Revenue Code of
1939, and chapters 2 and 21 of the Internal Revenue Code of 1954,
© (2) The Managing Trustee is directéd to pay from time to time
from the Trust Fund into the Treasliry the'amount estimated by him
as taxes which are subject to refund under section 1401 (d) of the
Internal 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, anid under section 6413°(¢) of the Internal Revenue
Code of 1954 with respect to wages as defined in section 3121 of such
Code, paid after December 31, 1954. Such taxes shall be determined
on the basis of the records of wages established and maintained by the
Secrctary of Health, Education, and Welfare in accordance with the
wages reported to the Commissioner of Internal Revenue pursuant
to section 1420 (¢) of the Internal Revenue Code of 1939 and sections
6011 (a); 6071, 6081 (), 6091 (a), and 6302 (b) of the Internal Revenue
Code of 1954, and the Secretary shall furnish the Managing Trustee
such information as may be required by the Trustee for such purpose,
The payments by the Managing Trustee shall be covered into the
Treasury as repayments to the account for refunding internal revenue
collections. : e o
~ (3) Repayments made undér paragraph (1) or (2) shall not be
available for expenditures but shall be carried to the surplus fund of
the Treasury. If it subsequently appears that the estimates under
cither such paragraph in any particular period were too high or too
low, appropriate adjustments sRall be made by the Managing Trustee
in futuie “‘payments.

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

Payments and Reports by States

SkcrioN 218. (e) Each agreement under this section shall provide—
(1) that the State wﬁl pay to the Secretary of the Treasury, at
such time or times as the Seécretary 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
3111 of the International Revenue Code of 1954 if the services
of employces covered by the agreement constituted employment
as defined insection 3121 of such code; and '
(2) that the State will comply with such regulations relating to
vayments and reports as the Secretary of Health, Education, and
clfare may prescribe to carry ont the purposes of this section.

Deposits in Trust Fund; Adjustments

Stcrion 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 amount due:under an agreement
made pursuant to this section is paid with respect to any payment, of
remuneration, proper adjustments with respeot 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. =~ S

(3) If an overpaynent cannot be adjusted under paragraph (2), the
amount thereof and the time or times 1t is to be paid shall be certified
by the Secretary ‘of Health, Education, and Welfare to the Managing
Trustee, and the Managing Trustee, through the Fiscal Service of the
Treasury Department and prior to any action thercon by the Geners
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

Stcrion 218, (j) In case any State does not make, at the time or
times due, the ﬁayme’xifs’ ‘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 centum per annum 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 the 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.

O



