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NINTH ANNUAL REPORT OF THE BOARD OF TRUS-
TEES OF THE FEDERAL OLD-AGE AND SURVIVORS
INSURANCE TRUST FUND

INTRODUCTORY STATEMENT

The Federal old-age and survivors insurance trust fund was estab-
lished on January 1, 1940, under the provisions of section 201 of the
Social Security Act, as amended. The fund is held by the Board of
Trustees comprised of three ex officio members. The members of
the Board are the Secretary of the Treasury, who is also the managing
trustee; the Secretary of Labor; and the Federal Security Adminis-
trator.
This report, which is submitted jointly by the three trustees,

describes the operations of the trust fund during the fiscal year ended
June 30, 1948, the expected receipts and disbursements of the fund
in the five fiscal years subsequent to that date, and the long-range
actuarial status of the fund. It is the ninth annual report submitted
by the Board of Trustees as required by the act.
Throughout the fiscal year, employment continued at a high level.

Census Bureau estimates show that by the end of the year civilian
employment had risen to 61 million, nonagricultural employment was
52 million, and there were 2.2 million unemployed. The general
price level and average hourly earnings also rose substantially during
the year.
These economic conditions affected both the receipts and the

disbursements of the trust fund. Total wage payments on which
contributions and wage credits are based were higher in each quarter
than in the corresponding quarter of any prior year. As a result,
contributions collected during the fiscal year were 11 percent above
the collections in the preceding year and the largest on record. At
the end of'fiscal year 1948 there were 171,000 more persons receiving
monthly benefits on the basis of their own wage records than at the
end of fiscal year 1947; the corresponding increase from June 1946 to
June 1947 was 166,000. The number of beneficiaries receiving benefits
as wives or children of these primary beneficiaries increased by
55,000 as compared with 56,000 in the preceding year. The increase
of 105,000 in number of survivors of deceased workers who were
receiving benefits virtually equaled that for the preceding year.
The economic changes that have been produced by the war and its

aftermath will have long-range effects on the financing of old-age
and survivors insurance. These effects, resulting for example from
higher money earnings in covered employment, shifts in the labor
force, increased employment of women, and the deferred retirement of
older workers, cannot be fully appraised at this time. In the present
report, these developments are taken into account in the statements
on the expected operations of the trust fund during the next 5 years

I
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iand( onl tlie actlta rial status of the t rust fund ; but there are many
uncertainties, a11(l these unlzc(ertlainties lare present, of course, in the
(t limates c('Oltaile((l il tlie report.

NAT'L'R'E OF ''THEF TRUST FUNI)

Amounts accumulated uind(er the ol(l-age. and survivors insurance
program are held in the Federal old-age and survivors insurance trust
fulldl, an(l finltncial operations un(Ier the program are handled through

I lis flund. The primary source oft.he funl's receipts is amounts
apl)prol)riated to it, unde(lr permanent approl)riation, on the basis of
c(ontribullt iols )paid b)y workers and emIployers inl ellmployments covered
l)v tlie (Feleral Insulrance Contributions Act. The 1Federal Insurance
contributionss Act(requires all(,11ph)loye(es and1 enliloyers, except t hose
in sl)ecifically exctll(ued emplloyments, to pay contributions with respect,
to tlie wages of indlivi(ldual workers, disregarding amounts in excess of
$3,000 per annum. These contrilbulltions are collected by the Bureau
of Internal Revenue and are paid into tlie Treasury as interlnal-revenue
collections. SuJims equivalent to 100 percent of current collections
(i(lcludinjg taxes, interest, penalties, and additions to taxes) are trans-
ferred to the trust fund as such collections are received.
The Social Secturity Act of 1935 fixed the contribution rates for

emnployee(s at 1 percent of taxable wages for the calendar years 1937,
1938, and 1939: employer rates were also fixed at 1 percent for the
same period. The 1935 act, provided tflhat these rates should rise to
1',2 percent( t on allllnary 1, 1940, to 2 percent onl January 1, 1943, to
2L2 l)(rcent on ,January 1, 1946, and( to 3 percent on January 1, 1949.
The Social Secu rityv Act An(endinients of 1939 modified this original
sc}he(lule of contributions rates to provide that, the rate of 1 percent
each on employees and employers Should continue in effect through
1942, l})ut left the remainder of the schedule as originally enacted.

Successive annual acts of Congress, however, extended the 1-percent
rates from 194:3 through 1947. 'Tle Social Security Act amendments
of 1947 extend tlie 1-percent rates through 1949; at the end of 1949,
accordingly, the 1-perce(it. rates will have })een in effect for 13 years.
Tlie amenrdmenetts of 1947, however, provide that the rates shall rise
to 1 ~1 percent on January 1, 1950, and to 2 percent on January 1, 1952.

ThIe second( source from which receipts of the trust fund are derived
is interest received on investments held by the fund. The investment
p)rocedlures of the fund are described below.
A third source of revenue for the trust fund is provided in section

902 of the R(ve'nu;1I Act of 1943. Thlis act amended section 201 of the
Social Security Act and authorizes t ie appropriations to the trust fund
of such additional sums out of general revenues as may be required to
financetet benefits and payments provided in title II of the Social
S(.culritv Act. No appropriations have yet been made under this
autthorizatioln.
The Social Secuirity Act amendments of 1946 provide survivorship

protection to certain Worl( War II veterans for a period of 3 years
following their discharge from the armed forces. Section 210 (d) of
these amendments authorizes Federal appropriations to reimburse the
Federal old-age and survivors insurance trust fund for such sums as
are withdrawn to meet the additional cost (including administrative
expens-es) of the payments to survivors of World War II veterans
undlef the amendments.



FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND 3

Public Law 642, enacted June 14, 1948, which amends the definition
of the term "employee" as used in the Social Security Act, results in
the exclusion from coverage of certain services previously held covered
under title II of the act. While the amended definition is made
retroactive to August 14, 1935, certain wage credits established under
the former definition will remain credited to the individual's account.
The law authorizes an appropriation to the trust fund from general
revenues equal to the estimated total amount of benefits paid and to
)e paid under title II of the Social Security Act that would not have
been paid had the amended definition been in effect beginning August
14, 1935.
Expenditures under the old-age and survivors insurance program

are paid out of the trust fund. These expenditures for the fiscal year
ended 1946 and previous years included old-age and survivors insur-
ance benefits provided in title II of the Social Security Act and such
reimbursements to the Treasury for administrative expenses incurred
under the program as were authorized by section 201 (f) of the act.
Successive acts of Congress have modified the procedures in accounting
for these expenses. Thus, during fiscal year 1947 a portion, and during
fiscal year 1948 a still larger share, of the program's administrative
CXpl)cses %were charged directly to the trust fund and not reimbursed
from tlle fund as they hlad been in thle prece(ling fiscal years. As a
result of the Supplemental Federal Security Agency Appropriation
Act, 1949, approved June 16, 1948, all expenses incurred by all offices
of the Federal Security Agency in carrying out the provisions of title
II of the Social Security Act, as amended, arc now charged directly
to tile trust fund. Under tlhe President's Reolrganization Plan No.
2, effective July 16, 1946, the Federal Security Administrator certifies
benefit payments to the managing trustee, who makes the I)ayments
from the trust fund in accordance therewith. Prior to July 16, 1946,
certifications for payments were made by the Social Security Board.
Payments are made from an uninvested balance held in tlhe fund to
the account of the disbursing officer of the Treasury.
The managing trustee invests that portion of the trust fund which,

in his judgment, is not required to meet current expenditures for
benefits or administration. The Social Security Act restricts permis-
sible investments of the trust fund to interest-bearing obligations of
the United States Government or to obligations guaranteed as to both
principal and'interest by the United States. Regular obligations of
these types may be acquired on original issue at par or by purchase
of outstanding obligations at their market price. In addition, the
Social Security Act authorizes the issuance of special obligations
exclusively to the trust fund. Such special obligations are required to
bear interest at a rate equal to the average rate of interest, computed
as of the end of the calendar month next preceding the (late of their
issue, borne by all interest-bearing obligations of the United States
forming a part of the public debt (where such average rate is not a
multiple of one-eighth of 1 percent, the rate of interest on such special
obligations is required to be the multiple of one-eighth of 1 percent
next lower than such average rate).

Interest on regular obligations held by the trust fund is received by
the fund at the time the interest becomes payable on the particular
serie, held. Interest on special obligations is received semiaunually
on June 30 and December 31. These interest receipts are available
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for investment, in the same manner as ot,h(lr receipts of the fund.
]Regular ob)ligationls acquired by the fund may be sold at any time by
thi(e managing trustee at, their market price. Special obligations may
b)e re(leemle(1 atItpiluls acer(led iliterest.
The trust fillnd serves, inl part, as a reserve to meet a I)ortion of the

illevitfable future loing-t'erm rise inl benefit disb)ltrsements, and is a.

safety factor agaillst tlhe first impacts which may result from an accel-
(eration in tflie rate of tIlis long-terml rise. Benefit, disb)ilrsements unl-lder
t li progrilam are expected to increase markedly over a long period.
Suctl a substantial increase is anticipated bothli because the number of
persons aged 6:5 an(d over will be increasing for many decades, and
because an increasing proportion of such aged( persons will be qualify-
ing for benefits under the old-age an(l survivors insurance system.

()n ilune 30, 1948, there were about 11,000,000 persons aged 65
iand over, a number equivalent to 7 percent, of the total population.
It is estimated( that by thlie end of 50 years the number of persons aged
6,5 and over may be two to three times as-large as on June 30, 1948,
an(' rel)resent from 10 to 16 l)ercent of the population. The effect oni
tlie finances of the old-age and survivors insurance, system of. this
expected change in thlie number of aged persons will be even greater
tllan may at first appear becallse, compl)are(l with the present situation,
a much largerproportion of aged persons 50 years hence is expected to
b)e eligible to receive benefits unIder the program. The future financial
soun(Inless of this system, with its rising rates of disbursements, is of
tlle utmost. importance to tlhe millions of persons who are already
wvit.hin its scope and to the Nation as a whole.

Tlie trust fund, furthermore, serves in part as a reserve against
short-rul1) fluct nations in total contribution and benefit amounts, pro-
viding a margin of safety against relatively short-term contingencies
to insure thle payment. of benefits without sharl) changes in rates paid
by colltril)ltors. These reserves will provide additional resources
against a sudden increase in total benefit amounts or a sharp decline
in contributions, both of which could occur simultaneously during any
reversal in business activity. _

SUMMARY OF OPI'ERATIONS OF TRUST FUND, FISCAL YEAR 1948

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, 1947, and ended oil June 30, 1948, and of the assets of the fund
at the beginning and end of the fiscal year, is presented in table 1.

T^ABLE 1.-Statement of operations of the Federal old-age and survivors insurance
trust fund during the fiscal year 1948 1

Total assets of the trust fund, June 30, 1947 ..-..................... ........... . . .. .. --. $8, 798, 389,946. 73
Receipts, fiscal year 1948:

Appropriations equivalent to contributions collected .......... $1, 616,162,043.92
Tnmsfers from general fund--- ........... ..----------- .. 700,000.00
Interest on investments ....................................... 190, 562,313.81
Total receipts ............................ 1, 807, 424, 357. 73

l)isbursements, fiscal year 1948:
Benefit payments.-..-............ ..... ..------ 511, 675,674.33
Administrative expenses....--..- ..................---- 47,457,472.24
Total disbursements ........................................ 559,133,146.57

Net addition to trust fund..-......................... 1, 248, 291,211.16
Total assets of the trust fund, June 30, 1948 ....................................... 10,046,681,167.89

On the basis of the Daily Statement of the U. 8. Treasury.

9.869604064

Table: Table 1.--Statement of operations of the Federal old-age and survivors insurance trust fund during the fiscal year 1948
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The total receipts of the trust fund during the fiscal year 1948
amounted to $1,807.4 million. Of this total, $1,616.2 million repre-
sented the sum of the amounts equal to contributions received under
the Federal Insurance Contributions Act and covered into the Treas-
ury, which were appropriated to the trust fund during the year under
the continuing appropriation in section 201 (a) of the Social Security
Act, as amended. The total amount appropriated represented an 11-
p)ercent increase over appropriations in the preceding fiscal year. The
additional $191.3 million of receipts consisted of $190.6 million of
interest on investments of the fund and $0.7 million transferred from
general funds of the Treasury in accordance with section 210 (d) of
the Social Security Act, as amended.
Disbursements from the trust fund during the fiscal year 1948

totaled $559.1 million, of which $511.7 million consisted of benefit
payments, and $47.5 million for administrative expenses of the insur-
ance program. The total amount paid from the fund in the form of
benefits during the fiscal year exceeded benefits paid in the fiscal year
1947 by 20 percent, the increase reflecting primarily the larger number
of persons drawing benefits. A summary of receipts and disburse-
mnents of the old-age and survivors insurance trust fund during each of
the 8 years from July 1, 1940, through June 30, 1948, is presented in
table 2.

'l'ABII, 2.-Operations of the old-age and survivors insurance trust fund by specified
period, Jan. 1, 1940, to June 30,. 194t8

[In millions)

Fiscal year ended in-

1910 1941 1942 1943 1944 1945 1946 1947 1948

Receipts:
Assets transferred from
old - ago reserve ac-
count on Jan. 1, 40..1, 1940.$1, 724 ..............

Al)propriations equlva-
lent to contributions
collected---------- () $88 $896$ 1,130 $1,292 $1,310 $1,238 3$1,460 $1,617

Interest on Investments 42 56 71 87 103 124 148 163 191

Total receipts 4------ 1,767 744 967 1,218 1,395 1,434 1, 386 1, 62 1,807
1)isbursements:

Benefit payments 5 10 ,64 110 140 185 240 321 426 512
Administrative ex-
penses.---------.--- 12 27 27 27 6 33 27 37 41 47

Total disbursements 4. 22 91 137 177 217 267 358 41 559

Total assets at end of
period 4------------- 1,745 2,398 3,227 4,268 5,446 6,613 7,641 8,798 10,047

January-Juno 1940, fund having been established In place of old-age reserve account on Jan. 1, 1940.
2 A)pprol)riations equivalent to contributions collected became effective July 1, 1940; appropriations author.

Ized under sec. 201 (a) of the Social Security Act of 1935 were made prior to Jan. 1, 1940.
3 Includes $375,000 for fiscal year 1947 and $700,000 for fiscal year 1948 to meet the additional costs ofadminis-

tering benefits payable to survivors of certain World War II veterans as defined in title II of the Social
Security Act amendments of 1946.

4 Totals do not necessarily represent the sum of rounded components.
s Based on checks cashed and returned to the Treasury.
6 Includes some reimbursements applicable to outlays in other fiscal years.
'Adjusted for overreimbursements In prior years.

The ratio of administrative expenditures of the fund to contributions
collected and benefits paid is shown in table 3.

89290-49--2

9.869604064

Table: Table 2.--Operations of the old-age and survivors insurance trust fund by specified period, Jan. 1, 1940, to June 30, 1948
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tableL.; 3.----Iclationshijp of administrative charges against old-age and survivors
insurance trust f.und to (ol-aye and survivors insurance contributions and benefit
!n !lmI c n Is

AdminIstratI ve liwarges Administrative charges:wahislst tle OA(.S . against the OA.SI
trust fmutl as a Imr- ! trust flnd as a per-

I(centIigi of"-f conltage of--
.1yF~ir '. Fiscal year..

1OAI (co. |iltiieflit _ OASI con- Benefit
t rihltios c;h(cIks tril)butions cheeks

,i (,'llct<ll i (:;ihtdc(ollC te(d cashed|s.t.-.... ... ...........2.1 11.2
.... ; 2......I............... . ... . . 11.7

2.1 1S.. 1 19 7 ....... . . ... . 2. 9. 6
2 1.77 1 1 ................... 2.0 3

The distribution of bellefit. pyVIIIllts i fiscal years 1947 and 1948
by type of I)cllefit; is shown ill tablelI 4. Approximately 70 percent of
tlhe total bi)e(fit playvenilts from the fundl( ill the fiscal year 1948 were
a('colnlt edl folo b)y imonltlily benefits to persons aged(5 or over--retired
;wage (earI('s 111(1 their wives, andl nge(I wi(lows and parents of deceased
wag(e (earllers. App)roxinlately 24 l)ercent of the 1948 benefit, payments
rIel)rsented n(ontlllybenefits on be)(lllf of hildrlen of deceased or re-
tired( workers a1ndl l)aylllnts to wi(dows.- practically all of them under
age (,) who lind(!hil(drei( of deceasedd wage arnerl's in their care. The
1)alanlice of tlie l)(elefits plaid inI the fiscal year 1948 consistedl almost
entirely of llp'1)-SlIm 1111)1 lits ill cases where no survivor of an insured
wag(e (ar11ner1 yi ng aft(ri 19!39 was inmiediat(ely entitled to monthly
bi)lefit s.

'lThle tot al of $51 1.7 million paidli benefits (during fiscal year 1948
includes $2.3 million for additional monthly benefits and $1.2 million
for additional 111umpsm111 paitid ln(ler sectiol '210 to survivors of certain
dc(iased World Walr 1 1 veterans. UndeI( theIprovisions of the Social
Secu rit y Act Am.el nilents of 1946, the trust fund will ble reimbursed
for t sl(,S, p)vllWlentls to t le sllrvivol's of veterans.

E-.,simlatd distribution of Treasury disbursements for benefit payments
old-age and survivors insurance program, by tyIpe of benefit, fiscal years
IDo/ S'

(In n

'Typ)e of benefit

1947 1948

AmounOt l'ercentof AmountPorcentofAy ount total Amount total

.$ 26.4( 1(0 ' $511.7 100

.:97. 1 93 480.4 94

219.2 51 272.4 53
35.8 8 44.2 9
32.5 8 41.9 8
1.3 ()1.8 (2)
2.6 1 3.3 1

72.0 17 81.5 6-

33.6, 8 35.3 7

28.5 7 31.3 6

Total ..... ........... .. .....-...-.- .-...........

tMonit ly benefits..............................................

P'rilnmary (retired wage earners 05 or over) ............-
Wife's (w ivyes i5 or over of primary ,beieliciaries) .......

Widow's (widows 65 or over of wage earners) ........

l'arent's (parents 65 or over of (lec(,u.Ld wage earners) ......

C hi l's (dependents of retired wage earners) ...........

('Cild'.s (del|Nndents of decreased wage earners) ............

Widow's current (widows of wace earners with child bene-
ficiary) ...................................................

I,uinp)-siil tbenefits (no ,survivor of deceased wage earnier In-
mleliiately entitled to mllonthy bixneflts or wage earner died
b-fore 19I0)......... ............................

F isci

1I4.

1 1
I it ...

T . ItI,; :--.
und(,r the
19, fiand

Inc.luli's a(Idltional tnefilts of $2.9 million for fiscal year 1947 and S3.5 million for fiscal year 1948 paid
un.lir sec. 211) to survivors of emrtalin (de(ease(l World War 11 veterans. Amount Is reimbursahle to trust
fund from the general fund of the Treasury.

I J1-ss luthan 0.5 l'rent,

9.869604064

Table: Table 3.--Relationship of administrative charges against old-age and survivors insurance trust fund to old-age and survivors insurance contributions and benefit payments


Table: Table 4.--Estimated distribution of Treasury disbursements for benefit payments under the old-age and survivors insurance program, by type of benefit, fiscal years 1947 and 1948
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At the end of the fiscal year 1948, approximately 2.2 million persons
in 1.5 million families were receiving monthly benefits at an annual
rate of $509 million, At the end of thle preceding fiscal year, the
monthly benefit rolls included 1.8 million persons in about 1.2 million
families to whom monthly benefits were being paid at an annual rate
of $421 million.r The average monthly benefit in current payment
status for different types of family groups as of June 30, 1948, was
as follows: Retired male worker only, $25.60; retired worker and wife,
$39.90; retired female worker only, $20; widow (aged 65 and over)
only, $20.50; widowed mother and one( child, $35; widowed mother
an(d two children, $49.20; and widowed mother and three or more
children, $52.60.
The total assets of the old-age and survivors insurance trust fund,.

as reporte(l in the eighth annual report of the Board of Trustees,
amounted to $8,798 million on June 30, 1947. These assets increased
to $10,047 million by the end of the fiscal year 1948, as the result of
an excess of receipts over disbursements amounting to $1,248 million
during the fiscal year. Table 5 shows a comparison of the total
assets of the trust fund and their distribution at the end of the fiscal
years 1947 and 1948. The assets of the fund at the en(l of the fiscal
year 1948 consisted of $9,937 million in the form of obligations of the
United States Government, $35 million to the credit of the fund
account, and $75 million to the cre(lit of the disbursing officer.

TABLE 5.-Assets of Federal old-age and survivors insurance trust fund, by type, at
end of fiscal years 19.47 and 1948 '

Jllne 30, 1948
June 30, M947,
principal cost

Par value Principal cost

Il vestmlents:
'TreaSury bonds (public Issues):

2/4¼-percent bonds of 1959-62--------.. ........ $4,205,000 $4, 222,974.87
2¼i-percent bonds of 1962-.67-..- $49,000,000.00 58, 650,000 58, 09, 070.33
2¼-percent bonds of 1963-68 -----------. 100,000.000.00 11, 480,000 116, 777, 993. 79
2¼-percent bonds of 1964-69----- 50,000.000.00 83, 654, 000 84, 116, 525.45
2¼-percent bonds of 1965-70 -............... .. 400,00,000.00 455,447,500 456,062,334.342t-percent bonds of 1966-71 ....-........--.. 295, 000, 000.00 305, 677, 500 305, 848.805.58
2¼-percent bonds of 1967-72 .......- ......... 744,334, 250.00 1, 197,023, 250 1,201, 841,552.46
Total Treasury bonds ..................... 1, 638334, 250. 00 2,221,137, 250 2, 227, 779, 256. 82

Special issues:
Treasury notes:

17/i-perccnt notes: Maturing June 30, 1948... 1, 109, 000 000.00 ..................................

Certificates of Indebtedness:
2~i-percent certificates: Maturing June 30,

1949 ...-..... ............- .....- ...---. 7,709,000,000 7, 709,000,000.00
2-percent certificates: Maturing June 30,

1948.....-..--... .......... ................... 5,995,000,000.00 .................................

Total special issues ....................... 7, 104, 000, 000. 00 7,709,000,000 7,709,000,000.00
Total investments....................... 8, 742,334, 250.00 9, 930, 137, 250 9, 936, 779, 256.82

Uninvested balances:
To credit of fund account ....................... 7,306, 145.01 ................ 35,014, 860.78
To credit of disbursing officer ................... 48, 760, 651. 72 .............. 74,887,040.29
Total assets................................... 8, 798, 389, 946. 73 ................ 10,046, 681, 157.89

I On basis of the Daily Statement of the U. S. Treasury.
3 Gross purchase price less amount paid for accrued interest.
* Includes $18,686.80 accrued interest paid on investments.

9.869604064

Table: Table 5.--Assets of Federal old-age and survivors insurance trust fund, by type, at end of fiscal years 1947 and 1948
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In acc(or(lance wit iIthe provisions of sect iol 201 (:;) of the Social
Security Act , as amn(,l(,d, tlhe managing trustee invested during fiscal
year 1!948 that l)ortion of t(he assets of the trust, fund which, in his
j udlgmell t, was not reql ire(I to lieetI(.itt rentl wit (d rawals. This sec-
tion p1roxvides tliat direct ol)ligationls of the JUnited States Governmelnt
as well as ob)ligtfiolns gllur 11nteed as to I)oth l)rinci)pal and interest I)y
tlie ITIit(,(l States navy I)e acqluuired through purchase of outstanding
obligations in tlle open market or oil original issue at p1)1ar. Invest-
mellnts made for tlhe fund ringg plreviolls fiscal years consisted only of
direct olligligtions of thle Ilnit(ed Staltes p1)trch(lsed( oil original issle.
1)uring t(he curr(enlt fiscal year, however, investments included, for the
first timel, )ul(11hase(s of moltstlllaling ol)ligations of tlwe United States
inl the ope)nl market.

ilhe net inl(re'se il tlhe investments owi(l by) tlhe fund duringg tllhe
fisctil ye(ar 1948 amounted to $1,194 million. New securities totaling
$8.948, million were acquired through the investment, of receipts accru-

ing to the fund nd1( tihe reinvestment of securities maturing during
tlie year. Securities redeemed during tlhe year totaled $7,754 million;
thel i!icluided $1,109 million of 1 7 percent special Treasury notes;
$350 mmillion of 2' percent special certificates of indebtedness; and
$6.295 million of 2 percent special certificates of indebtedness.
Of tlhe new securities acquiired(, $8,359 million were in tlhe form of

spI(cial certificates of i(llde(ledness, $650 million of which were re-
(dellmed (1duritig t!he year andl( $7,709 million of which mature on JuIne
:30, 1949. These,certificate es were acquired at par, $300 million )bearing
an interest rate of 2 p('rcent and tlhe balance an interest rate of 2} per-
('('t, thisiltebeC(illg determi(ne1dl I) thle average( rate of inltelrest; on
the inter(est-lbearing publ)}ic debt)t which prevaliled at thie end of the
month preceding tlhe date of issue of these securities. The( remaining
$589 million of securities acquired during the fiscal year were ''reasury
bonds-;$585 million at 2!2 percent. ndt(! $4 million at, 2% percent-
l)ur(chased( at a premium inl the openly market. but yielding an. higher
rate of retrirn than special securities issllable to the trust fund at the
time such market al)le issues were acquired. The corresponding par
value of these purchases is approximately $583 million. The asset
value of these bonds, carried on tl(e books of the Treasulry Depart-
mient and shown in this report, is the principal cost-gross purchase
price less namnount paid for accrued interest-at time of acquisition.

Tlhe average rate of interest on tlh(e interest-bearing public debt,
which determines the interest rate at which special obligations are
issuledl to the old-age aind survivors insurance trust fund, varies with
changes in the compo.it ion of t lie public debt and with changes in
the particular rates of interest on different classes of securities. Dur-
ing the fiscal year 1948 the average rate of interest on the public
deb()t rose slightly: The rate was 2.182 percent on June 30, 1948, as

comparedd with 2.107 percent, on June 30, 1947. 'Because the rate
ex((eded(( 2/' percent during Sept(rmlber 1947 but remained less than
2b' percent (during tlhe remainder of the fiscal year, the interest rate on
all special issues acquired after the first quarter of the fiscal year
increl.ase.d to 2!,, percent compared with 2 percent at which special issues
were acquired during the, previous fiscal year and (luring the first
quarter of the current year.
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STATEMENT OF THEEXPE("TEI) OPERATIONS AND STATUS OF THE
'TRUST FUNI) DI)UIIN FISCAL YEARS 1949-53

The( Bol(ard of Trustees is required u)(ler the provisions of see-
tion 201 (b) of the Social Security Act, as amended, to report each
year to thle Congress on the expected operations and status of the
trust fund (ilduring tle nexte(isuting five fiscal years. The Board is
required to ilncludte in tlie rel)ort estimates of both the income and the
dislbursements of tlhe trust, fund in each of the 5 years.

'The income of the fund depends on the amount of taxable pay
rolls in covered employment, rates of contributions, transfers from the
general funds of the Treasury to meet the adIditional cost of benefits
payablle to survivors of certain deceased World War II veterans, and
interest earnings of tlhe fund. The (isb)lrsements from tlhe fund
d(epenld oll the number of persons among those (eligible for benefits
who apply for and( receive bellnefits, the amounts of benefit to which
they are entitled on the basis of past earnings, and( the mortality rates
among covered( workers andl beneficiaries. Consequently, both the
income and thl d(is)bursemelnits of tlie fund are substantially affected
b)y thle general economicc conditions.

In this as in l)revious reports the Board presents two sets of esti-
mates of income and disbursements based on alternative economic as-
sumptions. alternativee I shows the effect of reasonably optimistic
assumptions; alternative II, tihe effect of somewhat less optimistic as-
sumptions. Because alternative II does not reflect the effect on in-
come and(l disbursemenllts should a (lee) depression materialize during
the next 5 years, the differences between tlhe two estimates are not
great.

For both alternative I and alternative II, it is assumed that present
statutory coverage of old-age and survivors insurance will remain
unchanged throughout tile period under considerate ion. The comlpu-
tations of tax income are based on present statutory rates of contribu-
tion, which are 1 percent each on employer and employee on wages
pJ)id during the calendar years 1948 and 1949, 13/I, percent each during
the calendar years 1950 and 1951, and 2 percent each during tile cal-
endar years 1952 and 1953.

The, two sets of estimates of the income and( disl)ursements of tlhe
trust fund for each of the five fiscal years 1949 to 1953, together with
the resulting assets of the fund at the beginning and thle end of each
year, are presented in table 6. In addition, the figures for actual
experience in fiscal years 1941 to 1948 are shown.

Alternative I, which shows a relatively large increase in trust-fundl
assets, is based on the assumIlIption that a high level of employment and
earnings is maintaine(l through (calendar year 1953. Weekly earnings
and( average annual taxable wages are assumed to increase, but at a
slower rate than hourly wage rates because of tile (c;:.iintued gra(lual
shortening of tlle workweek. Unemployment is assumed to remain at a
low level. ,Benefit disblursem(ents are assumied- to increase substan-
tially, primarily because of tile long-range upward trend in the number
of beneficiaries.

Under alternative I, aggregate income duringg thle period of five
fiscal years ending in 1953 would amount to $16.5 billion, including
$14.9 billion in contributions anid ap)propriat ions and $1.6 billion in
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interest.. Aggregate disbursements for tile period would be about $4.1
billion, withl the highest expected annual disbursement about $984
million. The trust fund at. the beginning of the fiscal year 1949 would
amount, to about 10.2 times the highest expected annual disburse-
iment during tilhe succeeding five fiscal years.
The other set of est imnates, alternative II, is based on tlhe assumption

of an economic readjustment beginning in early 10951. The adjust-
meait Iperiod, however, is assumed to be brie? and recovery fairly
rapid. It is assumed that during the adjustment. period there will be
a substantial increase ill unemployment and in short-term and part-
time employment, and that tile long-time upward trend in wage rates
will he interrupted for about, 2 years, with subsequent gains in average
hourly earnings less rapid than under alternative I. As a result, esti-
mated covered pay rolls (during fiscal years 1951-53, and therefore
estimated contributions, are lower under alternative II than under
alternative I. Estima ted( benefit disbursements, on the other hand, in-
crease more rapidly under alternative II than under alternative I
because a larger number of older workers withdraw from or are unable
to find jobs in covered empJloyment.

Tlhe aggregate income of the fund for the five fiscal years 1949-53
under alternative II would amount to $14.8 billion, including $13.2
billion in contributions and appropriations and $1.5 billion in interest.
Aggregate disbursements would be $4.4 billion, with the highest
expected annual disbursemlent about $1,085 million. The trust fund
at thle beginning of the fiscal year 1949 would amount to about 9.3
times thie highest expected annual disbursements during tlhe period.
The 1946 amendments to title II of the Social Security Act provide

survivors insurance protection for a limited period to certain veterans
of World War II. Specific provision is made in this legislation a-uthor-
izing appropriations, out of general revenues, to the trust fund of
amounts necessary to meet the a(lditional cost of these benefits. These
dislursements are clearly in tlhe nature of reimbursable transactions,
independently financed and employing the trust fund primarily as a
practical mechanism for facilitating coordination of these benefit
payments with potential survivors benefits under the old-age and sur-
vivors insurance program. Disbursements arising from these amend-
ments, and reimbursements therefore, are included in the amounts
shown in tables 6 and 7.
The 1946 amendments to thle Railroad Retirement Act, contained

in Public Law '572, establish a system of survivors insurance and, in
effect, amend thle present survivors insurance system contained in
title II of the Social Security Act. Under both systems, eligibility
for and tle amount of benefits payable to survivors, in general, will
be based on an insured worker's combined earnings record under the
two programs. As a result of this coordination, some survivors will
become eligible under old-age and survivors insurance who otherwise
would not have become eligible; on the other hand, some survivors who
would have become eligible under old-age and survivors insurance will
instead receive railroad survivors benefits. In addition, some sur-
vivors who in any event would have been eligible under old-age and
survivors insurance will now receive larger benefits. Although no
specific provision is contained in these amendments for the allocation
of costs between thle two systems, the legislation states that, not later
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than January 1, 1950, a joint report should be made setting forth the
actual experience under cadi system and recommending such legisla-
tion as deemed advisable for the equitable distribution, between the
two systems, of the financial burdens arising from awarded claims.
It is believed, however, that the not additional disbursements, if any,
will not constitute a serious drain on the trust fund during the five
fiscal years 1949-53.

TABI1, 6.--Operations of the Federal old-age and survivors insurance trust fund,
fiscal years 1941l--53, subject to the assumptions and limitations stated in the
text

[In millions]

Transactions during year

Fat Income )Disbursements Fnd
Fiscal year begin---es ------------ - rt in at end

yearg Apfro Internef Admin- crease' of year
Tota l2lr ,to-Ole n istra- in fundTotal pr a- Invest- otal_ p. five ex-tions ilncnts ments penses

Past experience:
1941 ------- -------- $1,745 $744 $;,88 $.,6i $91 $64 $27 $653 $2,398
19,12 .....--..- 2,393 967 89. 7 1 137 110 27 &30 3,227
1943--------.--------- 3,227 1,218 1,130 87 177 149 27 1, 041 4,268
1944 -------. .. 4, 28 1,395 1,292 103 217 185 433 1, 178 5, 446
1945 ----------------- 5,446 1,4 ], 310 121 267 240 ' 27 1, 167 6,613
1946---------.-------- 6,613 1,386 1,218 1.18 358 - 321 37 1,028 7,641
1947-------..-- 7,641 1, 62 1, 460 I 63 466 426 41 1, 157 8,798
1948----------------- 8,798 1,807 1,617 191 559 512 47 1 248 10,047

Estimated future experi-
ence:

1949 .- .----.------. 10,047 1,985 1,757 228 656 602- 54 1,329 11,376
1950-------.----- 11,376 2,686 2,424 262 75 688 57 1, 941 13,317
1951:

Alternative I 13,317 3,285 2,977 308 826 768 58 2, 459 15, 776
Alternative II..- 13,317 2,708 2,406 302 914 853 61 1.794 15,111

1952:
Alternative I---. 15,776 3,908 543 365 905 847 58 3,003 18.779
Alternative I... 15,111 3,343 2,998 315 1, 01 957 59 2,327 17, 438

1953:
Alternative I 18,779 4,634 4,200 434 984 92. 59 3,650 22.429
Alternative II-.. 17,438 4,062 3,663 399 1, 027 59 2, 976 20,414

I In intcrl)reting the estimates In this table, reference should be made to the accompanying text which
describess the underlying assumptions. Alternative I assumes a continuing high level of employment and
earnings throughout the period; alternative II assumes a moderate decline in both employment and earnings
with a fairly rapid recovery. Estimates were prepared September 1948.

2 Totals shown In this and other columns do not necessarily equal the sum of rounded components.
3 Include 100 percent of contributions which are automatically appropriated to the trust fund, and reim-

bursements equivalent to any additional payments arising from the extension of survivors insurance pro-
tection to certain veterans of World War II (Social Security Act amendments of 1946). Estimated
contributions for fiscal years 1949-53 are based on statutory rates of 1 percent each on employers and
employees in calendar years 1948 and 1949, 1 ¼ percent each in 1950 and 1951, and 2 percent each thereafter.

4 Represent charges against trust fund in respective fiscal years: administrative expenses after adjustment
for bookkeeping transfers, were about $30,000,000 in fiscal year 1944 and about $29,000,000 in fiscal year 1945.

Public Law 642, enacted June 14, 1948, which amends the (definition
of the term "employee" as used in the Social Security Act, results in
the exclusion from coverage of certain services previously held cov-
ere(l under title II of the act. -While the amended'definition is made
retroactive to August 14 1935, certain wage credits established under
the former definition wili 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 under title II of the Social Security Act that would not
have been paid had the amended definition been in effect beginninning
August 14, 1935. Since this estimate has not yet been completed,

9.869604064

Table: Table 6.--Operations of the Federal old-age and survivors insurance trust fund, fiscal years 1941-53, subject to the assumptions and limitations stated in the text
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thle appropriations shown in table 6 exclude any illncome from this
SO) 1'('('.

Benefit (lislursemlllents (luring tihe next 5 years, like contributions,
are d(!ep)en(lent to a consil(erabtle extent upon economic developments
and so have a. considerable railge of possible variation. The number
of workers ill covered employment, their (listril)bution among different
(classes of workers (e. g., older workers, very young workers, women,
workers not previously entga gedl in covered enllploynlent, etc.), and
hte level of wN'ages will all have a decided effectt lpoll the amount of
benefit payl cents to be anticipated.

Inll general, 'the larger tlie volume of ellol)ymentL1the larger will be
thle number of workers whlo are insured( under the program, and tIhere-
fore tl(e larger will be the tlumtber of deaths which will give rise to
valliid claims for survivors benefits. However, over the. short range
tlie alollount paid out, for sllrvivols benefits will not be affected signifi-
cantlbtly y 'ariitions ill economic conditions. While favorable oppor-
tunities for emplloymellt will operate to increase tlie number of new
devat l claims, such a high empl)loyment situtatlion will ten(l to have
counterbillallcing effects such as that of inducing many of the widows
and older chlilr(en eligiblle for survivors benefits to forego them by
working il covered employmentn. On balance, tlie amount paid out
for survivors )beiiefits over tlIe next few years will differ so little
whether the econlomlic conditions of alternative, I or alternative II
are assusle(d that a single set of estimates is (leem(led appropriate for
both) alternal1lties (table 7).

'TA IHLE 7.--- Trcastur disbursements for benefit payments, distributed by classification
of lene(ficifries, fiscal years 19.'l1-53, subject to the assumptions and limitations
stated in the t(lxt

(In millions]

1'ot aI l)islnIrsed
'L-,,,... llenefit to primaryFkcaierlI( yv':r (I isburse- !Ii'tiehi-

iments 2 aries

1'tat dishurselnietls: 3
IMl

. .... ...-$4.:. $.$1.41lt12 ..... 10.3511.1!

1113 .. ..............

I t
11. ..

19.47....
1 --18.

Fsti malt l futunr dis-
bu.r[SIl'Ilit :

191!.................
1 .51:

Alternative I
A.lt riative II

1952
Alternative I ....

Allernatlve 11..

Alternative I .. -..
All ernat ive II

1 .19.3
18t. 6
"21'9. S
:{20. 5
425. 6
511.7

C0)2
68S

7<iS
.53

817
957

925
1, r27

72.4
.1. 8

10{9. 1
I .i'. 9
219.2
272.4

328
381

427
50)

471

514
601

I)isbursed
to wives
and chil-
dren of
)rimary
)eriefi-
ar ies

$5. 3
9. 6
12.7
15.2
19. 2
27. 2
38. 4
17.5

57
6.5

7:3
85

81
97

89
104

Disbursed to survivors of deceased
insured workersI~~~~~~~~~~~~~~~~~~~~~~~~~~.

Montlilylhnefits

A g(ed
".otl widows.'otal aInd

parents

}

}

$115.3st.is. :3
;31. 1;
47. 5
63. (6
85. 8
113.4
1311. 41
I 60.5

185
209

233

258

$1.5
4.1

12.1
17.7
24. 7
33. 8
4:3. 7

56
69

84

117

Younger
widows

and(
children

$13.8
27.6
31).(Ifil, .'i
68.1
88.7

105. 6
116. 8

129
140

149

158

1CA

Lump-
m Its)ay-
inen1ts

$12.3
14. 1
16. 7
19. 0
25.7
26. 0
28. 5
:31.3

32
3:3

35

:37

39

I interpreting tlie estimates Ithis table, reference.should he mile to the accompanying text whlih
l(esriles Ilih tilrlyilg :iassutllll)ll.s. I.sll,111es were,l)rtleared Septv(,il)her 1948.

'Totals do 1not nie'essarily equal ItlieSI i of rounded ('coiiHIienIilts.
* P';rt ly eslimiated.

9.869604064

Table: Table 7.--Treasury disbursements for benefit payments, distributed by classification of beneficiaries, fiscal years 1941-53, subject to the assumptions and limitations stated in the text
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On the other hand, the lower the level of employment during the
next 5 years, the larger will be the volume of benefit payments to
retired workers who have attained age 65, to their aged wives, and to
their children. As is indicated in table 8, a considerable proportion
of the workers aged 65 and over who were eligible for primary benefits
in the past remained in covered employment (or, if they left covered
employment, later returned to it) and did not receive benefits. During
the course of fiscal years 1945-48, however, this proportion began to
decrease-slowly at first and then accelerating-as the volume of
withdrawals of older workers from covered employment increased.
The withdrawal of older workers may be expected to continue for
some time to come at rates approximately equivalent to those cur-
rently being experienced, even under the favorable employment con-
ditions assumed under alternative I, with a consequent increase in
the proportion in receipt of primary benefits.

If the lower employment conditions assumed in alternative II
should materialize, it is expected that still larger proportions of eligible
workers will be obliged to leave covered employment, even at ages
65-69. Hence, despite a slightly smaller number of eligible workers,
the number receiving primary benefits under alternative II would
coinsidlerably exceed that under alternative I. Moreover, it is expected
that the average primary benefit amount payable under alternative II
would exceed the average under alternative I, inasmuch as many of
the more steadily employed and, therefore, higher-paid older workers
who would not withdraw from covered employment under the con-
ditions of alternative I would not be employed under the conditions
of alternative II. In consequence, alternative II would'result in
a substantially higher volume of benefit payments to primary bene-
ficiaries and their wives and children.
Table 8 contains an analysis of workers eligible for primary

benefits by age attained as of the middle (January 1) of each of
the fiscal years 1941 through 1953. The growth in the number of
eligible workers aged 65-69 is gradual but uninterrupted under both
alternatives. This growth results partly from the increase in the
population at these attained ages, but primarily from the fact that
each passing year a larger proportion of the persons attaining age 65
have fully insured status. In the calendar year 1940, a worker
attaining age 65 would not have been fully insured if he had left
covered employment more than 1% or 2 years previous to his attain-
ment of age 65-for example, due to a permanent disability-but in
the calendar year 1953 numerous persons attaining age 65 will be
fully insured even though they left covered employment after reaching
age 56.
Although the number of eligible workers aged 65-69 is expected to

treble between January 1, 1941, and January 1, 1953, the aging of
the program has an even greater effect on the number fully insured at
attained ages 70 and over. This number is expected to increase nearly
eightfold during this period, even under the lower-employment as-
sumptions of alternative II. At the latter date, the number eligible
at these attained ages should comprise more than half of the total
number of eligible persons.

89290-449-3
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TAI.J; 8.-- Wage earners eligible for and receiving primary benefits by attained age
vf wage earners, fiscal years 19,LI-53, subject to the assumptions and limitations
stated in the text

All wage earners aged 65 aage earners aged 70
and over argarnr a Wid over

Persons recelving Persons receiving Persons receiving
.M middle of fiscal year enelts- -- beneIts- r benefis-

(January I) Nur tr-l ;._.- -__ __Nu-I-( eligible Wr eli. ter eli-
for Propr- gibhle for Propor- glble for Propor-

ernt t NuMmrn- tlonllof tlx!(- Mini- tof fNurnttionoff
Ir total MfSt I ". total I fits

I
xr totalnumber ' niunber irnmber

ellgil)e eligible eligible

A^etiual (exlwrlienee: ThA. Tous. 'ous.Th'hou.P'c. Thoetis. Thous. 'ct.
1941 . ......... M 112 .20 :17 8.5 172 28 16
1942 ..... ( 20 2V 446 134 30 .J5 () 28
1I4:3 HiU 2fi0;2I 522 ] Ir 29 09 17 35
94 .... ..... 01t 306 30 oH8 fiO 26 40S 151 37

1 45. .... .... ...1...,2.:278 30 708 167 24 545 211 39
1 946 ............. 1.4cW, 518 35 794 212 27 671 306 46
1947 -...-,6---/ 702 42 8M0 271 32 793 430) 54
1948 1 817 87 48 920 325 35 897 55') 61

Estimated future ex-
ierihlee:

I M9 --........-.- 1,970 1,050 3 975 380 38 995 670 67
1950 ............... 2,115 1195 66 1,025 420 41 1,090 775 71
1951:

Altrnative I... 2, 260 1, 321) 58 1, 075 455 42 1,185 865 73
Alternative 11. 2,225 1, 510 68 050 575 55 1,176 tO5 80

1952:
Alternative I . 2,40 1, 435 60 125 485 43 1,275 950 75
Alternative 11. 2, 335 1, 710 73 1,080 665 62 1, 255 1, 015 83

1 953:
Alternative 1... 2,540 1, 550 61 1 170 515 44 1,370 1, 035 76
AIterrVtive II.. 2,445 1,805 74 1,110 685 62 1,335 1,120 84

I In interpreting the estimates In this table referenio) should be made to the accompanying text which
describes the uinderlylng assumptions. Estimates were prepared September 1948.

) Figures for 1941-48 are partly estimated.

The estimates presented above result in a net increase in the trust
fund during the 5-year period of about $12.4 billion under alternative I
and about $10.4 billion under alternative II. It is entirely possible
under alternative I that the amount of contribution income may be
greater and benefit payments lower than has been estimated. The
total result woull be an even greater growth in the trust fund than is
indicated under this alternative. On the other hand, lower contribu-
tion and interest income together with higher benefit payments than
shown under alternative II, woull lead to smaller net increases in the
trust fund.

ACTUARIAL STATUS OF THE TRUST FUND

Section 201 (b) of the Social Security Act requires the Board of
Trustees to present each year a statement of the actuarial status of
the trust fund. In the seventh annual report of the Board, new cost
illustrations were presented taking into account the foreseeable effects
of the war and the brief postwar period to the date of that report. In
the previous report, the eighth, no essential changes were made in these
cost estimates other than to allow for the new contribution schedule
introduced in the Social Security Act amendments of 1947. The past
year's experience has not indicated a need to modify these estimates,
although the work of revision is necessarily a continuous process.

9.869604064

Table: Table 8.--Wage earners eligible for and receiving primary benefits by attained age of wage earners, fiscal years 1941-53, subject to the assumptions and limitations stated in the text
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In view of the striking economic changes due to the war, many of
which have been discussed in some length in previous reports, two
sets of cost illustrations have been prepared, one being based on "high"
economic assumptions (intended to represent close to full employment
with average annual wages at about the level prevailing in 1944-46),
and the other being based on "low" economic assumptions (intended
to represent crudely and on the average employment conditions simi-
lar to those prevailing in 1940-41 combined with the annual wage level
prevailing in 1941-42). In view of the current level of wage and
business activity and the established national policy of maintaining
on(litions conducive to full employment (as embodied in the Employ-
mient Act of 1946), it seems probable that the actual future experience,
on the average, will be closer to the high economic assumptions than
to the low ones and very likely even above the high economic assump-
tions.
Within each of the two sets of assumptions there is a further sub-

division into a low-cost example and a high-cost example, which will
indicate the range present as a result of possible variations in such
factors as mortality, fertility, retirement rates, and movement
between covered and noncovered employment. If all other cost
factors were maintained constant, costs expressed relative to pay roll
would be lower under high economic assumptions than under low
economic assumptions. However, the absolute dollar cost of benefits
might be higher under high economic assumptions than under low
economic assumptions. The combination of assumptions which
would show a significantly wide range in percent of pay roll costs would
not necessarily yield a range of absolute dollar costs sufficiently wide
to reflect the many uncertainties involved in the demographic and
economic factors underlying the estimates. It was considered desir-
able, therefore, to present in effect four cost examples, namely, low
employment, low-cost assumptions; low employment, high-cost
assumptions; high employment, low-cost assumptions; and high
employment, hi'h-cost assumptions.
Under the odl-age and survivors insurance system benefits are

available to the aged and to orphaned children and their widowed
mothers. There are a number of basic cost factors which must be
continuously recognized in analysis of the costs of this program.

(a) Population.-The future trend of the population depends upon
the size and age distribution of the existing population as changed by
future births and immigration and by future deaths and emigration.
There are many types of error and bias in census data, as has been
recognized by the Bureau of the Census in its many comprehensive
reports on this subject. For instance, the 1940 census showed about
600,000 more persons aged 65 and over than had been indicated as
likely by data in the 1930 census and the deaths and migration between
the two censuses.
Crude birth rates declined for many years until the middle thirties,

due in part to the increasing percentages of the female population
past the child-bearing ages and in the middle ages where child bearing
is less frequent, and in part to a decline in the age-specific birth rates.
However, since 1937 the long decline of the birth rate has been
reversed. During the war years quite high rates were reported, the
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wa irtitl peal( k havitig I)(ee r(eaclll('( in 1943. Alt hotiugl twhe 1irtill rate
(lec('lili( so(ll)e lhat ft er 1943, it r(emill(e(l hlighel(r t halll at all.y tilmeo
(liilig tlle thlillies hIs)itteI1ef(f' ot'of tlhe wani*inl removing fromll thllis
co)tliltr n 1iltliN y oullg pol)(elltial fatlllers. 3Beginitiniig in t1ie mi(dll( of
l!94,i, (he I)ir(li rateIgain rosevery rapl)iI]ly, and for the 12-*monthperiod eIdlding ,1ll 41947 tli I)irtlirate wls higher t l it atlny ilime
sill( before (leb11vl)(egiiniir of lhe 14F ilst World War. Sinllce thllat tille
their' Ihas beenl so1me( (decline, )1but tlIe nite has beei wellbl)above t(lie
pre'xwar*level.

Tlie increase il lirt! rates ill recent yerlls s(eells to )e largely conl-
celtratl(l ill t(e rate for first a1l(1 sec(oll(ln birtls. Tllw ilc(realse in first
I)irtls te(l(ls to iIr(Iease tlie proportioll of tlhe insured l)pollation with
(elpe)(ld(Ieints aswS1ell as thie utinlhen(r of sulch (elen(lenllts. As a result.,
tlea(lloli t of insurance for stlurvivos I)eelefits is increase(l desl)ite the
('co0tlenct('lig lefrect of fewer large failmliies; il regard to tlie latter
factor there is ontly a limited efft(t 11l)on benefits because aggrega t
benefits for a family llre not illcrellsed( for chil(lren i excess of th ree
where tlie mIot!her is also en titled to benefits.

Immigration had been very heavy prior to 1915 andlll mo(lerate in
tlhe ('arly twenlties, but. was (lqite negligible thereafter. .Most, p)ula-
tionl forecasts have assumed that no r'ettirn to high immigration rates
mayI1)('eexpec(tel although may wr 'ildes have colime to this (country,
ailld some refugees or d(isl)lace(d per)'sons areheing adm(litted. Some
eliiigratiotn will o(cclr in the lost,wal' period a aa result of ex-Iliembers
of tlhe armed forces remaining or returning overseas, and tlhe spread
of international organizations andl cooperation. lHowever, it is not
believed that emigration will e ita relatively large factor.
As a basis for the new cost illustrations, two new population esti-

mates were developed. These (1o not reflect the nmaxinmum possible
range in population which might develop in the future, but rather
embody factors which |)lproduce either low cost or high cost in regard
to old-age an(d survivors insurance; for example, unfavorable mortality
assumptions versus favorable ones. The 12 estimatesi)repared by the
National Resources Planning Board in its report of August 1943, en-
titled "Estilnates of Future Population of the United States, 1940-
2000," are useful in indicating the possible range of future population,
but it was considered desirable not to use any specific one of these
estimates, although following closely their methodology. A revision
of this 1943 report starting with a different population base and short-
range demographic factors but using in general thle same long-range
assumptions with respect to future trends in mortality and fertility
has recently been released by the Bureau of tlhe Census, "Forecasts
of the Population of the United States, 1945-75." However, the
results were not available at the time the cost analysis here presented
was made, and in addition, data showing a range in population were
needed for a longer period than the next 30.years.
One reason that the National Resources Planning Board estimates

were not used( is that these estimates do not reflect the war deaths,
civilian mortality in 1940-45, and births in 1940-45. The official
estimates of the Bureau of the Census for 1945 indicate that births in
1940-45 were about 10 percent higher than the National Resources
Planning Board high estimate. Another reason for developing new
estimates is to use a somewhat wider range in mortality assumptions
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(as will be discussed later), and in fertility assumptions (allowing for
somewhat higher fertility, as evidenced by the 1940-45 eXp)erience).
The population used for the low-cost assumptions is based on high
mortality (level into tile future at 1939-41 rates) and high fertility
(approximately 10 percent above the National Resources Planning
Board high rates). On the other handle, the population projection
used for the high-cost assumptions is based on low mortality (same
as National Resources Planning Board low rates ll) to age 65, but
with greater improvement for tlhe older ages) and medium fertility
(same as National Resources Planning Board medium rates). Neither
estimate provides for migration, either in or out. Table 9 indicates
the alternative trends of population growth assume(l for the total
population, for the group aged 20 to 64, and for the group aged 65
and over. The high-cost assumption projection shows a larger aged
popl)ulation than the low-cost projection because of the assumed lower
mortality, but a somewhat lower population in age groups under 20
amnd 20 to 64, because of the assumed decliningg fertility which more
..than offsets the improved mortality.

(b) Mfortality.-Mortality rates by age have been improving since
the turn of the century for both sexes and for virtually all ages up to
60, with very little change above that, age. The National Resources
Committee study of 1938, the National Resources Planning Board
study of 1943, and the Bureau of the Census report of 1948, all make
assumptions of a future improvement int mortality, as plausibly indi-
cated by past history.

In tlhe low-cost assumptions, as mentioned previously, no improve-
ment in mortality rates at any age is assume(l. However, in the high-
cost assump)tion-s, considerable improvement is assumed, with even
more at the older ages than the most optimistic assumption of the
National Resources Planning Board for the ultimate condition of the
year 2000. Although both sets of assumptions are arbitrary, they
may reasonably bound, for the purposes of this report, tihe range within
which mortality rates will fall. If thle range between them seems wide,
it should be recalled that no allowance has been made for the effects
of such diverse factors as: The apl)lication of new discoveries to the
prevention of disease, to the impairments caused by disease, and to
premature deathss; the possibilities of increasing tlhe survival of im-
paired lives for only temporary periods; and tl'e effects of future uses
of atomic energy.

Mortality rates are of major importance for estimates of future
benefits for the aged and of importance also in determining potential
deaths among tlhe younger fathers which will give rise to widowed
mothers' and children's survivor benefits and ultimately to aged
widows' benefits. Continuous study must be given to this important
elemelnt.

(c) Marital and family compositio(n.-Marital relationships by age
have great significance for old-age and survivors insurance costs
because the system provides benefits for aged wives and widows.
A woman over 65 cannot draw both the primary benefit, based on her
own earnings and a full wife's or widow's benefits based on her hus-
band'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. It is anticipated that there will be a
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relatively large cost, offset on accollnt of this provision which prohibits
(luplication of -bene(fits. Tlhe experience to (late is extremely limited
in tells respect, since this factor will not be of major importance until
some 30 or 40 years hence when the vast bulk of the current female
workers, those ini their twenties and thirties, have attained the
miinimum retirelmenlit age.

TABl.i: 9.-I,'stimaoled population of (lnitcd States in selected years, 1965-2000
[In millions)

AllI ags AgRs 20-64 Age 65 and over
('alhtn(lir y(ar

'TI'otlil |Ci Woiien 'Total Men Wo\Votilenon T''otal Men Womeon

('(nsus estimiato for 1917

1917 14 72 72) 8 12 1 3 10.7 5.1 5.6

PIrojeetionl for low-cost asstpl)ll(lons

19!55-.................. 153 716 77 87 43 44 12. 7 6.0 6.7
Il.-....................... 159 79 80 89 44 45 11.0 6. 5 7. 5
1!I ...------- 179 89 I) 1 00 50 50 17.9 7.8 1(.1

..........- ....... 199 , 9j 10 113 57 6 19.0 8. 3 10.7

Project ion for highl-cost ais;tlniptions

1955 .............. 151 75 76 89 44 45 13.1 6.2 6.9
..................... 5 77 78 91 45 46 14.9 7.0 7.9

1I9.AL-- ------ 170 85 85 10(1) 50 5) 22.8 1(0.4 12. 4
-'O -.......---.-......-.. 17;3 87 86 102 52 50 28.5 13.3 15. 2

Famiily coimiosition ,latindicating the proportion of men with
(cllildren1ll and tlie average number of children in such cases also has
great, signifiiicance because tlhe system provides benefits for orphaned
cllil(rell andl their widowed milothlers. Tlhe future birth rate has an

important, role ill this connection since it, determines not only the
total number of children, but how they are divided up into families.
The early claims experience, although valuable as a guide, docs not
yet furnish clear bases for tlihe future because of the lag in getting under
way and the effect of wartime conditions.
There must also be considered the various factors affecting termina-

tion of married status, chiefly divorce an(l mortality. The distribu-
tion of ages of husbands and wives also affects the cost illustrations.
Various studies lave indicatedal that at almost all ages women have
lower mortality rates than men, and that the mortality rates of married
l)ersons are 10 to 20 percent lower than those for all persons combined.
In the present cost illustrations, differential mortality by marital
status has been considered in determining costs for the various types
of survivors benefits.

Old-age-insurance beneficiaries are composed of a number of dif-
ferent categories. Table 10 shows the various illustrative trends in
the number of beneficiaries, distinguishing between male and female
primary beneficiaries, wives of primary beneficiaries, children of
primary beneficiaries, aged widows of deceased insured individuals;
and dependent parents of deceased insured workers who left no
widow or child under 18.

9.869604064

Table: Table 9.--Estimated population of United States in selected years, 1955-2000
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'TA',RL 10--Estimated old-age insurance recipients of monthly benefits l in selected
years, 1960-2000

(In thousands]

Male
primaryllenfcl-Calendar year

1948..........................

1980 .......................
2\ ..........................
1980..........................-08....... .----.-.-. .--.....-

20I0M--------- ---- -------- --

19S0 ...... ....................200 .........-. ............

1980 ..-...------------------.
2000...........---------- ..

Female
primary
belleflc-

Wives of
primaryoneflcl-

Children of
prinary

neflecl
Aged

widows
Aged do-
Ix'ndent
,..,,,., f,nt-

arles aries I aries arles

Actual data for June 1948

834 | 135 297 24 189 11

Low-efmployment, low-cost assumptions

. 2,200 400 780 70 900 110
3, 80X) 1,500 1,1 00 120 2,100 1.0
4,200 2,900 1,100 120 2, 500 100

Low-employment, high-cost assumptions

2.900 650 1,000 90 9.50 210
. 06,300 2, 500 1,900 120 2, :3CO 290

8,000 5,300 2,400 70 2,900 270

High-employmnent, low-cost assumptions

1,800 400 0000 54) 950 110
3 ,700 1,5 1,100 110) 2,300 130(
4,800 3.500 1 200 120 2,800 100

Ifigh-emplloyment, high-cost assumptions

3,000 700 1,000 80 1,000 210
6 , 00 2,) 2 12,700 ,00 210

10, 50) 6, 500 2,700 80 3.000 270

Women qualified both for primary benefits and for wife's, widow's, or parent's
primary beneficiaries.

benefits are shown as

Although old-age beneficiaries make up the bulk of the prospective
recipients under the program, the young survivors, composed of
orphaned children and widowed mothers, will be responsible for a
considerable amount of benefits. Table 11 lists these two groups
separately.
TABLE 11.-Estimated younger survivor insurance recipients of monthly benefits in

selected years, 1960-2000
[In thousands]

Low-employment assumptions High-employment assumptions

Low cost

Orphaned Widowed
children mothers

790 240
880 270
990 310

High cost Low cost Hllgh cost

Orphaned Widowed Orphaned Widowed Orphaned Widowed
children mothers children mothers children mothers

650 240 810 210 670 220
480 200 1,000 260 540 200
410 190 1,160 310 480 190

NOTX.-Actual data for June 1948: 533,000 orphaned children and 141,000 widowed mothers.

The high-cost assumptions for each of the two economic assumptions
show, as expected, a larger number of beneficiaries than the low-cost
assumptions (table 10); this is in part because of the lower mortality

Calendar
year

1960-....---
1980 .........
2000 ........_ . . . . . - I

9.869604064

Table: Table 10--Estimated old-age insurance recipients of monthly benefits in selected years, 1960-2000


Table: Table 11.--Estimated younger survivor insurance recipients of monthly benefits in selected years, 1960-2000
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Itltestassmilil which result illn a greater InimIl)er and proportions of
aged pl)('rsos()1, andl(I in part l)becali s( of th(e liigher re(tirle(ll(nHt. rates ais-
suile(l an11( tIlw great(llr p)rol)ortioll of the )opullation lssulill((l to b)
insured(I s a Ir11sult of the illn-and-out movelienlt.. On thel( othr han(,
Ihe lower IoIllolttility, ldeslp)it( i e sollewwlat higher thirthl rate, tends to
hav1e Il(e opposite( (,(tle ili regard to young surIvivo!rs (table 11); a
S1111llr1lInull)(er of ('chllil( 1111and widowe(l-iother beneficiaries under the
high-cost assumptions illlt !1111ler the low-cost issumllp1tions are ind(i-
catel for each of tlie two economic assuinmptions separately.

(,/) l'ro,,ortion of time in covered employment prior to qualfi(caltion. for
i e/t/i.s. - .IThe number of persons who gain protection through be-
('o()lillg(itlllgi r illyinsured" o()r "('currently inslured(l" 11del(er old-age
and111 sulrvivorsi insurance d nd)(11(s upon11 tile volume d1111 patt er11 of their
wo()rl ill ('ove(led emploe1)Iyla(llitn1al 11)lupon t(lie a111oount of taxable wagese,11111(,(l ill such wol';k,. A (discuSiOll of l(i latter factor is prlesellted
subs(equenitlxy ilundelr itlem (g). Tabl)1v 12 inl(licates for mi(Ii and Women
s'eplralltely, Il( varyinlg (listribu)tions according to 1111111umer of years
with somel wage ere(its for tihe (covere(ld population afterI(lie first, 10
yeal'rs of operation of (he system. As would be expectedd, thllose who
1re( filllv insured( are concernl rated at the longest period of employment,
followed by those only currently insured, with those not insured having
hlad employment in only 1 or 2 years in the bulk of tlie cases.

T',I.}: 1'2.-- lrrcelntagc distribution of workers in. covered employment under old-age
nil stilr'iors insiuraIlTe ilt some time du ring 1937-4f', b/, number of years with

i'ati' rcdit (s.lild byl i'lnl l'rd s.ttia s I (. of J.an. 1, 1.9.?

Malet Fimah

N\iiri',r of y'ar., \vili w;ive'
('/'lus (il . ;(j'rrme11tly rr!'('111i lyF\ll' l' IIy_

'i.ired U insui isii dredi sur*;li.s'x1l1({(J | Ii~tll'('JtilISIiSt1I l$1JrP(Jonly1 O,i, nly

''lal .. .. . . 100.1. 100. _ 100.0 10_._
I;I.....(... I(m) ;2 . 4 () ( | :li.I 1

! .. ! I. 7 2:1. 2. 5. 7 25. 91
:' ...' .,S 10A.U 17.2 7.19 18.2 17.0)

5, I 1 2.'2 :1. 28.2 10.5
;. 7 21. i 7.1) 13. 2 25. 3 6.5

1 !1.S.1 5. I1 1 . 11.3 3.5
~ .9..... 9i.Il. 1 2. .. 8 5. f 1..... 1 . ,. 1 :3. 2 .!

10W.7 2.1. .'5. 7 l.( 4
1, .........-340.9 1.3 .2 21.0 .9

\<'¢Il ljlt't lr 1-1'll,n t ellalllt',s in insured stillus urisingl/ fronil (I) ("n)l illled cirlillgs iidelrt'')rdiinatlld
',Im iv%'l1 1|1',ilS is '.f1I li orltld-:ll,ai l survivors ilsi.', lllI('fil, raillr,I '; rclir ii'I t jprolgramns; (2) vet(crl tis
*liil'tl I,lfth ily islliisii olnly ;is resuillt otf S'(,. 21)0 ()f fi I,1 I (Is a>eill il' d in 19106.

*Irll~lli<"'l:l,'.

A.loltlier ild(liatiion of tlie relative proportions of tlhe population
hlvill contliact witht}e p)logrilml is given ill tal)le 1:3. H(erearel shown
fI'r (c'rtitlil it"(, 1111(d sex g(rloupslle prol)ortiols of the totall population
(f t(e 1'nit(dI St,at(s ,s of Itlie be(girnulting of 1945 wlho were insu(1(ed, or
who hlad(I s8111(s waig' (credlits but i)ot sufliie('ilt, to be insllr(ed, or lho
In'ever d(inii, t(lie S. y(al's of o())('l'tioll (co()si(Idred(I ad hatd a y covered
emilplo,vitel(Illsilltltions a11r' I)pl-rs(l ted( itn table, 14, showing for, t el future the
p ('lc'lita(es of (lie popl)laltion insured by re''lso 0cOrre('l'(nt o1' previous
work expl.erielc('e, subdividled )yv sx anlld by)i gs gl'rollps abl)ov('e and
blow ,. 'The p)('l'('lltlhi(' f'or Itg¢'or it5a(1d over ilnc(lude primary

9.869604064

Table: Table 12.--Percentage distribution of workers in covered employment under old-age and survivors insurance at some time during 1937-46, by number of years with wage credits, and by insured status as of Jan. 1, 1947
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!bell(ficiaries. Table 15 relates tile primary beneficiaries actually
drawing benefits to tlhe total aged population. It has )been assumed
in these costs illustrations that all persons eligible to receive primary
benefits based on their own earnings would apply for and receive such
b)('nefits 'even though they might be entitled to larger wife's, widow's,
orParents' benefits, which instead they would receive as a reduced
suppl)l)lementary amount. This assumption hlas been inade because it
is always to tlhe indivi(lual's advantage to receive primary benefits
and reduced supplementary benefits of another category rather than
solely the full benefits of the other category.

In tables 10, 11, 14, and 15, only potential long-range trends have
been set down, without recognition of cyclical or periodic irregullarities.
Bearing this in mind, certain trends may be obl)served in these illustra-
tive tables of number of beneficiaries:
'TAIE 13.-Percentage distribution of total population aged 15 and over as of Jan.

1, 1945, according to insurance status, by age and sex

Men Women

Age I With With
wage With wage With

Total Insured 2 credits no wage Total Insure( 2 credits no wage
but not credits hbut not credits
insured 3 insured 3

15 and over 100 51 32 17 1(0) 23 30 47
1.5 to10---1001)5l6 28 100 14 51 32
20 to 29 --------- 100 5 42 3 1) 42 41 17
30() to:9---------- 100 69 26 5 100 27 3: 40

) to 49 ------------- . l 27 1 101) 22 25 513
50 to 59 100 51 27 22 100 13 8 69

to 64.............. 100 13 229 100 8 11 81
-5 to 69-.--- 100 35 23 42 100 5 ( 89
70 to 74 100 25 13 62 10) 2 2 96
75 and over..-------. 1M) 9 5 8S 100 1 0 99

Age on birthday in 1944.
2 Includes persons either fully or currently insured.
3 Includes those with some wage credits during 1937-44- (although not necessarily in 1944), hut not

suillicient to he insured. -.

TABLE. 14.-Estimnated proportion of the population insured under old-age and
survivors insurance in selected years, 1960-2000

[In percent)

Low-emplloyment assumptions Iligh-enmployment assumptions

Low cost High cost Low cost HIigh cost
Calendar year _ __

As Ages Ages Ages Ages Ages Ages
A2ge 6` 655 d2-i Ages 6 A1 As 6Agnd- ....,over.. over . over I over t

Men

1960---..-..-- -------- 55 41 65 46 65 44 75 49
198 .......... . 57 56 67 65 71 64 81 73
20001 ----------. 57 58 68 69 72 75 83 85

Wonien

I960 ................. 22 6 29 8 27 7 35 10
1984 .... .......... 28 15 36 21 39 16 48 22
2MM.---.- ----- 29 27 38 35 45 35 54 43

Including primary beneficiaries.
'Excludes wives and widows of fully Insured men except such wives and widows who are insured on the

basis of their own employment.

9.869604064

Table: Table 13.--Percentage distribution of total population aged 15 and over as of Jan. 1, 1945, according to insurance status, by age and sex


Table: Table 14.--Estimated proportion of the population insured under old-age and survivors insurance in selected years, 1960-2000
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'TA'L I,1. .-l,.;t.i lcdI prop)orlion of populationn agled (65 alnd over rccei'ing primary'
bcn jfils, 1960-2000

I In pr'erntJ

1],ow-t' liil)y(illt'11 11, 'lllglllion(ll'l lIgh- lll lul]yllil[ IL'w lIII)ptloiis

(':ililtlr c.ir i Low (o;t i ghll ( t Iow cost II igh cost

Men Women Mn Wonll_ MI Womn 'NMIen I Womne!

I'^Kl;1;3)j6 41 8 27 6 43 9
PIStI,) .. 4 14 61 2) 47 14 66 21
.2....''I 7 5 3' M 33 79 43.

]Wonwlll uiia lifild Iotil for primary anll for wife's, widow's, or pi)reInt's benefits are shown its primlllry
I tatlhciaries.

(1) An. over-all Ul)trenili ill beneficiaries under all typ)es of old(-ago
bl)eiefits.--except iln tOle relatively minor category of delpendent parents;

(2) After 1960, a relatively sminall increase under some assumptions
and a declill illn otliiers ill tl;e lluinlers of orlhiall-chil(ld and widowed-
motiher bIeneficiaries;

(3) The relatively, ali increasingly, small proportion that younger
survivor benefits beall to old-age benefits;

(4) A relatively rapid advance in tell percent.of insured( persons aged
6t5 and over (iclludillng those drawing benefits) as compared with the
percent insured ati ages 20 to 64; and

(5) A rapid rise ill the percent of aged p)ersonls drawing primary
belcefits from 1(955 to 1)980, anl a slowing (lown of the increase in the
following 20 years.

(O) Ilarrlria.Wq rat(s.--R-emliarringe of "young widows" is a rather
impo)rtatit cost factor. The greatest I)ossibl)l duration of benefits
occurs among t lie younger widlows, whlo canl receive benefits for many
Years as mot hers of young chil(lren and later as aged widows. These,
however, are also tl ewomen witli the greatest chance. of remarriage.
Among tlie oller mothers with fewer prospective years of benefit
receipt (their youngest child being nearer age 18), the probability of
remarriage is lower. Remarriage rates are affected both by age of
wi(low and( durationn of widowhood. Recognition of the remarriage
factor results in considerable reduction in the prospective cost of
benefits to young windows. It also results in considerable reduction
in tlie referredd portion of benefits otherwise payable to widows upon
reaching age 65. This factor results in a tangible reduction in the
volume of "life insurance" afforded by the program when such "life
insurance" is interpreted as the present value, in case of the worker's
death, of prospective benefit payments to his surviving dependents.
It is estimated that at the present time the program is providing more
than $75 billion of "life insurance" protection for survivors, exclusive
of the temporary survivor protection for veterans provided for by
title II of the Social Security Act amendments of 1946.

(f) Emrployment of beneficiaries.--Since monthly benefits for all
categories of beneficiaries are suspended in any month in which the
beneficiary earns $15 or more of covered wages, assumptions as to the
employment of beneficiaries rank high among the various- cost ele-
ments. As of June 1948, about half of those age 65 and over who were
fully insured were actually receiving benefits (table 8). This low
proportion is due to the apparently abnormal work opportunities for

9.869604064

Table: Table 15.--Estimated proportion of population aged 65 and over receiving primary benefits, 1960-2000
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the aged now prevailing, and also to tile element of lag in that tile
aged insured population now contains relatively few at the more
a(Ivanced ages (say, 75 and over) where work opportunities are rela-
tively sparse. In the future this proportion is bound to increase, if
for no other reason than the aging of the insured population.
Then, too, a large demandd for labor draws into employment and

away from benefit receipt many widowed mothers and ol(ler children.
I(Under the high-emlployment illustrations there is a greater allowance
for this savings factor of employIent of beneficiaries than in the low-
employment examples. Likewise, within each employment assump-
tion. there is assumed to be more employment of beneficiaries inl the
low-cost assumptions than in the high-cost ones.

(g) Income in covered employment.-One of the most striking changes
in eaIrned income on record has taken place since 1938. Not only
have there been further rises in the hourly rate of earnings since the
end of the war, but also there lias tended to be relatively little unem-
ployment including partial unemployment, so that most workers have
had a full workweek. The resulting change in wage income gives
workers relatively more chance of obtaining credit for quarters of
coverage (at $50 per quarter) than had been the case in the prewar
years, and as a result produces an increase in number of persons with
insured status and in the average wage used for benefit computations.
Under the high-employment assumptions this increase is assumed
to be more or less permanent, whereas under the low-employment
assumptions it is assumed to be only temporary, although affecting
future years to a certain extent.
Assumptions as to future covered wages are essential in developing

illustrative actuarial projections. The trend of wages in the past has
1)een unquestionably of an upward character. The level of earnings
at the end of the reconversion period and their movement thereafter,
of course, affect contributions and benefits under the program, since
both are geared to covered earnings. Some indirect recognition of
uncertainties with respect to wages is given in the adoption of low and
high sets of average wage assumptions used respectively with the low-
and high-emnployment assumptions. This point is discussed further
in connection with the illustrative cost chart presented subsequently.
The data derived from old-age and survivors insurance records are

not yet fully useful for long-range cost purposes. Average reported
wages were much lower in the early years of the system than they are
currently. The increase which has occurred is indicated in table 16.
The high-employment assumptions use an average annual creditable

wage throughout the period 1955-2000 of $2,400 for men working in
four quarters of a year and correspondingly $1,440 for women. Under
the low-employment assumptions the four-quarter-average wage used
for males is $1,800, with $1,080 being used for women. For both low-
and high- employment assumptions and for both men and women the
average wage used for three-quarter workers is about 50 percent of
that for four-quarter workers (i. e., at a lower rate per quarter), while
the corresponding proportions for two- and one-quarter workers are
about 20 and 10 percent, respectively. These ratios of the part-time
average covered wage to the four-quarter average parallel very closely
the actual ratios observed in the old-age and survivors insurance
wage data. The four-quarter wage assumptions may be compared
with the actual experience for such workers in past years as shown by
the last two columns of table 16.
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T''AHI,,. 16.--/1Average wage credits of workers under old-age and survivors insurance
by year, 1937-47

('aIl*ndair year

I K171937

11M38
II1

1913

I 946

11947 2

Wokewihan wgs nyer Workers with wages In all 4 calendar\i)rksbrrw~i16llh] ir quarters
Toll M ien Womnrll Total AlMenl Women

.!ni $1. 7 $MO (')(i)()
K82 958M^)8 $1,211 $1,3f9 $783

lI 1,)14 .S'1 I, 2461 1,4(x)
V'26 1, 070() 5. l :305 1t65 831

1. 014 I1. 188 74 1,.4VA 1.11 16 910
1.127 1,34 0 I91,703 1,9:9 1, 047
1, 2891 1, l 787 1, 913 2,20) 1,271!1, :3il 681 887 1, 996 2, :1) 1, 402
,32.:1 .91 895 1. 9X) 2,301 1. 387

I.38,7 , 624 928 2, 033 2, 272 1,482
I, .69 1.811) 1, 030 2, 220 2, 420 1,610

I N)Wlti lot avait)labe.
I'r mliuiiiliry.

In dete(rlmlining t(.le n11illler of (ove(red( persons under the low-em-
p)loyment l1ssumption, percentages by age were developed through
analysis of the 1940 wage d(ita, while for' the high-employment as-
SIllmp)tioll the p)er(entages derived were based on 1943-44 conditions
with suitable modificatiolr-to allow for the absence of younger males
in military Service. It was assumed that iil the future the proportion
of tll(he p)ptlation which wv,'ou(l be ill ('vere(d employment vwo'uldl grad-
lually rise foir (eal(' age group Since there lias been a definite trend in
the past for miore anid mnoie of the total labor force to be in covered
(elp)loyme(nt. Correspondingly, the rise was assumed to l)e greater'
for women, since, in recent years they have been participating more
and( more in t le coveIred( labol force.

Because tl( e (overage of (he system excludes several large categories
of employment (agricultural, domest ic, nonprofit, railroad, and public
('lm)ployment an(d 111( self-employed), there is a flow of workers between
covere(l an(l oncovered( eml)loyments as well as between covered
elmploymlent and unemployment The restricted coverage necessarily
will result in large numbers of workers who have not had sufficient
contact with the program to establish or maintain thei insured status
necessary foi benefit qualification. Thle extent of contact is a func-
tion both of stability of covered jobs and of age; older persons are
somewhat more settled in their work than younger persons. Table
17 illustrates differences in the extent of employmfient contact that
workers had with tlie program within thle single calendar year 1946.

TA'1..: 17.--Percentage distribution of workers in employment covered by old-age
fand survivors insurance, by number of calendar quarters with wage credits, 1946 l

Age 2
al'lildar quarters with ' M -

wamg ered'its Totul Male Female_
Under 25 25 to 44 4f and over

Toal ................... 100. 0 100.0 100.0 100.0 100.0 100.0

............................ 14.7 13.0 17.9 23.1 12.6 9.9
2 ...... ......-.....--- . 13.9 12.6 16.4 21.7 12.2 9.0
3 ...............1...........13.8 13.4 14.4 19.0 13.2 9.5
4 . .................... 57.6 i0. 9 51.2 36.2 62.1 71.5

l'reliminary; imrtly estimated and subject to revision.
AKe at birthday in 1946.

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

9.869604064

Table: Table 16.--Average wage credits of workers under old-age and survivors insurance by year, 1937-47


Table: Table 17.--Percentage distribution of workers in employment covered by old-age and survivors insurance, by number of calendar quarters with wage credits, 1946
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The carrying through of the prospective progress of the program
using the various elements discussed above furnishes reasonable
illustrations of future beneficiaries and costs, though neither the
lowest nor the highest conceival)le, the values derived being within
the outside boundaries of possibility. Experience to date is limited,
the payment of monthly benefits having begun only in 1940. As
payments got un(ler way, the limitations of coverage and the insured-
status requirement excluded large numbers of potential beneficiaries.
Payments were further delayed by the "lag" with which any new

program commences. In recent years, as the lag lihas lessened(l, pay-
ments among the relatively small number eligible to receive them have
been limite(l by postponements in the claiming of benefits occasioned
by the war an(l immediate postwar conditions. Tlie long-range illus-
trations look beyond these various limitations and furnish some indi-
cation of the trend in the costs of the old-age and survivors insurance
program.
The Social Security Act almenhdments of 1946 contained only one

major benefit provision in regard to old-age and survivors insurance,
namely, the providing of survivor protection for veterans for a limited
period after discharge (generally 3 years). These payments are to be
on an entirely independent basis but are not in full an addition to
benefits otherwise payable on the basis of wage credits. The cost is
to be met entirely by appropriations from the General Treaslury.
Since the protection is on a temporary basis and since tlie cost is to
be met independently of the regular sources of income of the trust
fund, these long-range cost illustrations disregard both the benefit
payments and the appropriations arising under this special provision.
Another important element affecting old-age and survivors insur-

ance costs arose through amendments made to the Railroad Retire-
ment Act in July 1946, which provide for a coordination of railroad
retirement and old-age and survivors insuraIice covere(l wages in)
determiningg survivors benefits. In some instances such survivor
benefits based on the combined wage credits will be paid by the rail-
road retirement system, whereas in other cases the benefits will be
paid by the old-age and survivors insurance system regardless of the
fact that each specific individual worker contributed in part under one
system and in part under the other. The amendments to the Railroad
Retirement Act provide that before 1950 a study should be made set-
ting forth the actual experience and recommending legislative changes
necessary for equitable distribution of the financial burden of such
awards as between the two systems. In the long-range cost illustra-
tions developed here it is assumed that eventually the impact of the
costs of the coordinated benefits between the two systems will be
properly allocated, and that there will be such a small net effect on the
long-range costs that this coordination provision may be safely ignored.
Even if it were desirable to consider this element, there are no avail-
able data for making any reasonable estimates at this time.
Table 18 summarizes the previous discussion by showing illustra-

tive numbers of beneficiaries. The category "younger survivors"
comprises orphaned children and their widowed mothers. Widows
aged 65 and over are included under the "old age" category, as are
also dependent children of primary beneficiaries.
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TABl.EI 18. --l'stimated old-age and survivors insurance beneficiaries in receipt of
benefits as of middle of selected /ears, 1960-2000

II thou.lnds]

Low-cost assumpt ions Iligh-cost assunlptions

,Low-emp(loylment assumptinlons

1'.( ... ................. 4,400 1,030 340 . Six) 890 320
1980 ........................... 8,) 1,A) I)1)1,441 ) (80 4t1)
200 1 710,19 00 _ W_ 8.5

11 gh-iployment assume otions

1W) ........... ......... 3, 0 1, 020 3'8) 6, 0X) 800 350
8(0)............ S oolWN)I1 14,500 740 114
2XX...---------- ..--- 12, 00 1,470 8 23,10 (170 1,020)

.N'ulxbr of dlefnt ls dutiring the year result il In,llimp-stil payments.
NOTF:,--Actl data for ..iJi. MIS1: I,N).(XX) old -age beleflclarils and (174,000younger silivivors. Actual

itii sii)nilrdvati ll payuiirtll s Ii 1 2-mionth eri, dl L(nding .lit 1.4 : t194,00 d(laths.

I: is to Iw llotdl tltha ill adflition to h.1 assumpltions already
d!is(c lss('(, IlPo lowg-ranoge c(st, illustrations ilclutde assumptions
r(l aliIlg to r('tiiren1(tnl t es, i lt rest rtt('s, tiand various mlliscellaitwous
aflliiiI -strati ve factlOrs. Since ew lioearlier cost illust 'at ions; vwere
di('veloped(, su1flicielt actual1xperXvienI e 11under tlle' operationof the
lproI'ra11 is avNl ilabl)l to permit various Imodificatiois to be int ro-
d1('ed(1 to allow for such factors as tlie various minimlium and maxi-

t1111lumprovisions as to l)(nlfits, a([1 tlo provisions that the lump-sumn
de(.atl i p)liymln(lt, ill c(ertaill inlstanl('es, may not Cexceed the actual
b)ilriall x!)enses. Also tai!ken into account in thle cost illustrations
I('lre p)r('s('lt(l (are suchilmisce'(llan(ous factols' s dlififfaential ret ire-
m,,ent raelos by marital status a1d(l tlie (ffrect on the size of survivor
benefits of lowered(arninlg c(aplacity (during last illness.
llistlrati e Iongq-ra nge. costs
I'There nlow follows a prsenilatiol of tlie illustrative cost results of

comnbinig values for the vatiouis elements discussed earlier in tOhis
sect ion. T'le long-range cost illustrations, which arte. subject. to
'(ontinIal testing, refineenl('lt, and adjustilmet, are presented ill chart
I a1nd in table 19.
As indilic(at(d( in tlie chart and tablle, assuming at constant average

wage tI rouglhou(t tIlie periodco(l sidered, c('itril)butions at thle rate of 4
p)'rcel't of tI 1xable pay roll (tie rate scheduled to become effective -in
19!52) would e(xcee(d benefitss until 1990 under thle high-employment,
low-cost exauJmple and even (lhereaftLer would be only slightly lower.
t 'Ider( both ( le hligh-emnploymient., hligh-cost example an(l the low-
(emlIployml(lnlt, low-cost (example, contributeions would exceed benefits
uiuntil about 1970, while for the low-employment, hligh-cost example,
tillis point would comeU somewhere between 1960 and 1965. In all
instali(ces tlhre would result, for at least the next 15 years increases in
the fullds accu(nmnila(ted in(l tlhe interest earnings thereon would be
available later to Imheet a portion of tlie benefit payments.

9.869604064

Table: Table 18.--Estimated old-age and survivors insurance beneficiaries in receipt of benefits as of middle of selected years, 1960-2000
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In the case of the high-employment, low-cost example, this income
from interest could forestall indefinitely the necessity for (I) an in-
crease above 4 percent in pay-roll contribution rates; (2) contribu-
tions on the part of the Treasury derived from general taxes as dis-
tinct from pay-roll contributions; (3) liquidation of the trust fund for
purposes of meeting benefit obligations when these come to exceed
pay-roll-contrilltion income; or (4) any combinations of these.
tUnl(lder the other three examples, however, such interest income would
sull)stantially defer, biit not eliminate, the time when one or more of
these other sources would have to be tapIped to assist in financing tlie
)tenmfits provided by statute.

TA'l'^, 19.-Illustrations of benefit payments and contribution income of the old-age
and survivors insurance trust fund in selected years, 1960-2000 I

Calendar year

I j ... ......-- .--. ..............

1970-..----....--...---------.--1!7()
I »SO..------). ..------

19 ..........................
2(X) ...........................
1911 to 200( 2

--..-- ..-----..---

Lovel premium in lerp)etlu
ity 3

.....----....-----..---

Low-cost assumptions lligb-cost assumptions

Benefit Contribu- Ben ens Benefit Contribu- Bnefitspayments tlon in- iwreIt payments tion in weneerits
(in bl. come(H,(in roll (n Mlli of pay rollcnlions) billions) Ply r olllions)

I,ow-emnlloyiment assuimptions

$1.4 $1.9 3.1 $1.7 $1.9 3.7:3.5 2.4 ^.7 5.1 2.2 9.2
3.8 5.9 2.2 l0. 5

.---------- ---- ------
3 -4. 3 .----- .-- t- --- . 3 7 o.2

I igh-eminloymnent assmilptions

...........................-$1.5 $3.4
19,70... ...---------1).----.*2.4 :3. 8

-0...........3. 5 4. 2
1990W ....-..--- .-.... 4.5 4.5
2 )0 ........................... 5. 1 4. 8
1916 to 2 ..................002.. ......... ........

Level premium in perpetu-
iy -........---.----.---- ----......

1. 8 $2.1 1 $3.4
2.663.443.8
:3.3 .5.2 4.0
4.0 7.1 4.1
4.2 8.5 4.2
2.9 ----

33.0 .--- ..-

2.5
3.7
5. 2
6.9
8. 1

2 4.6

35.3

The figures in this table are sibhject to limitations stated in the text and correspond to the values used in
chart 1. Contribution Income is based on the 4 percent statutory rate.

2 Average or level cost. without Interest for the 55-year period.
3 lAUwVl cost (based oin discounting at 2 percent interest) of benefit payments after 1945 and In perpetuity,

taking into account ac(mnulated funds through 1945.
NOTE.-Actual data (based on Daily Statement of the U. S. Treasury) for calendar year 1947: $0.47 bil-

lion benefit payments, $1.56 billion contribution income, and benefits 0.60 percentt of taxable pay roll.

The chart shows the steady rise in benefit payments under tile
widely different sets of conditions discussed earlier in this section. It
shows the large increases, relatively and in absolute (quantities, which
would occur event after 1980, particularly within the framework of the
Ihigh-cost assumptions. Because of the nature of thle assumptions,
ll(e chart shows only smooth curves and hence (loes not show the
irregularities and periodic cyclical variations which may develop.
These irregularities are expected to be far more pronounced in the
curves pertaining to contributions than in those representing benefits,
because the dollarr amount of the benefit roll, after the system is well
established, will contain a large proportion of fixed payments to per-
mnanently retired persons. However, the pay roll of covered workers

9.869604064

Table: Table 19.--Illustrations of benefit payments and contribution income of the old-age and survivors insurance trust fund in selected years, 1960-2000
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from which the conltrihltioll income is derivedd is (lquite sensitive to
c(urrel't, fluctuations, through increases or(h creases ill jol) o)portuni-
ties, iup)s 1lnd (downs in til( workweek, al(l changes in unit rates of
play. Thus, tli( ('hart indicates more smoothness of income and dis-
lbursem('nts, especially the former, and more stability in the percent-
age relationsllil) of the two thall actually is likely to occur. In fact,
for (lemlogrl)lphi(' reasons alone, as discussed earlier in this section, it
is itnlikely, tatthe system even eventually would level out to a colm-
p)letely fixed relaltioshil)etweelcoiititions and benefits.

A.notliher falet 0elivlntiolledl earlier but, not. use(l in the actlluarial
projections is tlhe t(rel(l, exhlibited( in the last, of an irregular but
uplWar'd movenl(llt ill dealingss, botl ion a dollar basis an(l in tlhe form
of real wages. If this sec'ilar trend conltinrues, thenl-other things
be,'ing (eq(tal- te(liecurves of benefits anrd contributions would both be
n'e st(eel)ly as'ceni(ling thllan shown. The upward changes in the
contribution curves, however, would be far more accentuated than
wo(ld b)e s11('ch ('1111ige ill lie benefit curves. There are several reasons
for this, thl( important one being that tlhe benefit increase would be
(hiamlpened because:

(1) T'le b)enlfitis 1are determined in large part )y tile average
onthlily wage upl) to the maximum of $250; 40 percent. is applied to

lie first $50 thereof anid 10 percent to that, part above $50. As
average wages increase anid as more p)('rsonls apllroacl or0 reach the
$250 maximum, a larger portion of such wages falls in that, i)ortion
of tlie benefit formulla. to which the 10-percent rather' than the 40-

'r('('cetlrat( app))li's. Thus benefits are reduced in relation to wages,
ari(d conlse(Jielltly ill relation to contributions.

CHART 1.

ILLUSTRATIVE LONG-TERM TRENDS OF BENEFITS AND CONTRIBUTIONS
(SUBJECT TO THE LIMITATIONS STATED IN THE TFXT)

DOLLARS (BILLIONS) LOW EMPLOYMENT ASSUMPTIONS DOLLARS (BILLIONS)

6 --O0W COST EXAMPLE - HIGH COST EXAMPLE- - 6

o4-, 1B I Ii- 4_

HIGH EMPLOYMENT ASSUMPTIONS
10 - i...' - 10

LOW COST EXAMPLE HIGH COST EXAMPLE

6 --- 6

4 _ I
!

0

J~~~ ~ ~ ~ ~ ~~L0
1955 '65 785'5 '95 1955' 165 75 185 '95

W. tg-tV'wf MOYP.*?

Chart 1. ILLUSTRATIVE LONG-TERM TRENDS OF BENEFITS AND CONTRIBUTIONS (SUBJECT TO THE LIMITATIONS STATED IN THE TEXT)
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(2) Any year's contributions are substantially based on the covered
wages of that year, while any year's benefits in force are based on
weighted composite wages of alt previous years in which the insured
persons on whose account, the benefits are paid worked in covered
employment, thus including--in future years-wages of as much as
60, 70, or more years previously.
Under the assumptions of a 1-percent compound annual rate of

increase in wage level and of a static benefit formula unchanging
from the present provisions, benefit disbursements in the year 2000
would be only about 10 percent higher than under a level-wage
assumption (as in table 19 and chart 1). At the same time, con-
tributions would be increased by about 50 percent under the low-
employment (and low-wage in the early years) assumptions and by
about 35 percent under the high-employment assumptions. On this
basis the annual benefits related to annual pay roll for the year 2000
would be as follows:

Rising Level
wage wage

Percent Percent
Iow-employment, low-cost assumptions...........---..----.------...--.-- 4.2 5.8
Low-employment, high-cost assu moptions.....--.......... ......---.- 7. 7 10. 5
Iigh-employment, low-cost assumptions ...-------........--------..---- 3.4 4.2
HIigh-employment, high-cost assumptions ....................... .............------ 6.68.1

Thus, the cost of benefits relative to contributions in a year half a
century hence would be decreased by about 20 to 25 percent under an
increasing wage, static benefit formula assumption. Under such a
wage assumption, the cost expressed as a level premium into perpetu-
ity, taking into account discounting at 2 percent interest, would show
a range of from 2% to 6 percent, as contrasted with the range of from
3 to 7 percent as shown in table 19.
The assumption of steadily rising average wages in conjunction

with an unamended benefit formula has an important bearing on the
long-range cost of the program. With such assumptions, the future'
rise in wages would seem to offer significant financial help in the
financing of benefits because pay-roll contributions at a fixed percent-
lage rate would increase steadily relative to benefit disbursements; but
the benefits paid to beneficiaries would steadily diminish in relation
io current wage levels. In such a case, it is likely that the present
formula would not be maintained, but rather revisions would be
adopted which would make average benefits at least as adequate
relative to the then existing wage level as average benefits under the
present formula were in relation to the 1939 level. In revising the
benefit schedule to conform with the altered wage level, the changed
cost and contribution picture would have to be considered, especially
changes resulting from the fact that a worker's benefit would be based
on wages prevailing at the time of retirement, while his contributions
and the interest accumulated thereon would be based on the lower
wages prevailing during the period of his active employment.

In addition to excluding the assumption of increasing wages in the
future, the cost examples given have avoided dealing with various
other important secular trends with diverse effects on costs which

9.869604064

Table: [No Caption]
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('1111an t now bea)( equiately extrapolated( into t(1e futture. One illus-
tration is thie lengtlbenling of the period of childhood or preparation
for work. Atiotitler is a diitsic('ae geils tstie average age of retiire-
menlt either to a colnsi(lerably lower effective age s( that, practically
all )persons would retire at the miini age of (;5, or conceivably in
reverse t() a h higher eflle(tiv e age 1in(ler (circullistal ces of greatly iria-
pr(ved healtill (on(it ions (comlll)ined( wit I good employlient oppor-ttinities, such t hat few woul(l retire before age 70 or even 75.

S'UMMA:\Y A ND) ('CONCL'SIONS

A.t tite (end of ti(, fiscal yea1ri194S, aggregate ohld-age anl(!survivors
ilsuilraicc1c(iu,ll it )pam iclts were beIlgIali(de at ail attiitl ratt' of about
$560( million; in tlhe last of tli'vfiv fis('cal y( ll1rs aiha(l, ailtlal Ipayments
arc expected( to total from $925 to $1,027 million. 'lThe trend of such
paymentits will be uipjardI thromughoult tie preselt ((lituIry; by 1970,
b)enI(fit (disb1lrs(emelits ar1c1 x peute(I to iltcrlase to for to six times.
their current level.

Co(ntriblutions paid( by empl)loyevrs tiInl employeess in e(ac!h of tile five
fiscal y earsimllldiatcly ahead arc eXl)c(t(el to )be wholly sufficient to
meet ltil*disl)ursellelilts of tile ol(I-age anli survivors iSilraniceprogram
ill each of those years.

.At present, employers and employees aro( contributing 1 percent
each oln taxable wages a111(l paly rolls in ilnlustries covered un(ler the
programiI.ln(lder the Social Seculrity .Act .Ameni(ments of 1947, this
1-percetnit rate will remaill ill effect until Janualry 1, 1950, when tihe
rate will rise to 1 'percent each on employer lnd employee. Tlhe
almendmetints provide for a 2-percent contribution rate for tlie calendar
year 1952 anll thereaft('r.
The Board of Trustees maintains tlhe view that prudent manage-

ment of the finances of tlhe trust fund requires emphasis on the long-
raingi relationships l)etweenl tilie disbursements and tlhe income of the
fund. .Accordilig to tile calculations summarized in this report, the
level-premium cost of benefits untlder the system into perpetuity at a
2-percent interest rate may range between 3 and 7 percent of pay roll.
These figures are lower than the estimated costs of tlhe prograin when
it was adop)tet( in 1939 and below tile level-premium cost figures con-
tained in slme of tlhe earlier reports of the Board. The war and its
aftermath. as well as the recovery from the depression of thle early
thirties, have been accompanied by important changes in many of
the factors which determine the relationship between benefits and
contributions under tihe program. Among the more important factors
which have led to a reduction in the illustrative costs, measured as a

percent of pay roll. are the increased level of earnings and the expanded
emIIJploymiuiewit in covered Occupations.

Thel pre:s.nt cost figures are predicated on thle maintenance of level
wage rates. The evide(.ce available from historical experience and
from the development of our economic system indicates that the level
of income arnd earnings in the Nation is likely to rise in the future.
Jncrerass in the past have been somewhat uneven, but on the whole
they have}'.en persistent over the decades. Taking into account a
long-termn tldeiny for wages to rise, the range of the, level-premium
,tst right lb' redclJd from 3-7 percent to 2-f) percent.
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each calendar quarter, 19.90-4.'
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Chart 2.--Index of average monthly primary benefiit in current-payment status and consumers' price index, last month of each calendar quarter, 1940-48
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The factors which, in large part, account for the anticipated favor-
a1ble fillnancial )ositionl of the program inl the p)erio( immediately ahllead,
atild for the re(idction shown in the figures on the long-range cost as a
percent of play roll, at the same timlie have seriously impaired the
adequacy of benefits l)ased( on present benefit provisions. From the
first quarter of 1940, when monthly benefits began to )e paid, to the
middle of 1948, the cost of living rose 72 percent, while the average
primary l)e(lefit. paid( rose 15 j)elrcent-from $21.84 to $25.13 (chart 2).
FromiIa study made in 1946, it has )been estimated that in one large
111Easterin city a little more than a third of all aged beneficiaries who
wer'e retiredl either were' receiving public assistance or1, on the basis
of their meagre resources, probably could have qualified for it. The
inadequacies of the benefits paid will become increasingly pronounllced
unless the benefit formula is adjusted upward to reflect the rise in
wages, national income, anud living standards.

In their a ruIual reports to Congress, the Federtal Security Agency
allnd the Social Secturity Ad(ministrationI have pointed out that there
are m1any inadequacies and( gaps in present coverage and benefit p)ro-
visions-gal)s which in large inasu re have (Ievelol)ed or been int(,ensi-
fied by war andl postwar conditions. Similar views were expressed by
the Advisory Colincil on Social Security in it.s report subl)mitted to the
Senate Committee on Finance on April 8, 1948. The Board of Trus-
tees is of the opinion that there is urgent need for a review of the
oldi-age anId survivors insu ra nce program, cov('ring not only thle benefit
formula, the (ove'rage of the system, oand the scope of protection
affordled , but also colit ril)utions and financial policy, in order to develop
a total program more nearly in accord( with current and prospective
con(lit ions.

0
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