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

I N'ItOI)U(rOitY STATEMENT

The Federl oIl-age and survivors itisuraiwe trust fund created by
section 201 of the Social Sectiity A(,t, 118 anvldhed, is hvld in aecordatico
with tlhe t ati te by a boa rd of trustees composed of the Secretary of
the Treasuriy, tit, Seceretar-y of I 4Lbor, and ti chairmann of the Social
Seciurity Boalrd, all ex officio. The Secretary of the Treatiry serves4
ats Imaaginig ti'stee. The board of trustees i. required by law to
submit fil1 ainual report to Conigress on the present anid )rospectivo
status anld operations of the trust fund.

This third report of the board of trustees is submitteid at a tiic
wheii the Nation is at war; it, covers operations of the fund in a fiscal
Xlcar in which the Nation at war (luring nearly 7 of the 12 months.
1e a(ljustflens itl economic life required to Will the war have ha(d
their influence oi the old-age and survivors insui'ance program as oin
othor important )hlases of our national life. In small times it is
)eculiarly difficult to foresee for the next few years the year-by-year

changes in the filinices of the program. Thle chi'nges whihl will occur
will )e closely related to the course of the conlflict, its durationn , aind
its effect" oil 0111' ecolloiny. The dificulLties of prediction exted i A)
estimates of the war's ('effcts on trust-fund operations.

The warif has increased markedly the nuinbeis of persons currently
contributing mid builliig ul) benefit rights untler the old-age md
survivors insurance program and has altered the age and sex comi)osi-
tion of the contrilbitor;. Since June 1941, millions Of persons I iave
entered employment in in(lustries covered by the insurance system.
M any mals of worKing a1go who were previously unemployed have
found jobs. New entrants, however, consist ill muiiich greater prt-
portion-than before the war-of women, )ersonls below age 20, ald
)er(ns over age '0. In addition, hundreds of thousands of persons

self-employed or formerly employC( iin domestic service and agri-
culture-eml)lo ylentw still excm leti from coverage under the old-ate
and survivors insurance ,l)rogram-havc obtained work in war in-
dustries covered( by the program. SilliultlUWously, 1iilliolls of other
pCrsils previously working in covered em)loymc:lt have left such
eImployment to enter the ariied forces or to work in (kovernmell t
arsenals, shipyards, and other governinenhtal civilian employmcntcs.
Both the net increase inl the mun)er of current contributors and the
challges in the age, sex, ani family composition of the coltri!)ut)ns
will have iml)ortallt inlluenwces of) the finances of ol-age and Survivors
insurance. Any alcitional benefit rights i)eing accumulated by the

,oP(I+i-4: --- 1



IE )ERAI OID-AGE INSURANCE T11US' FUND REPORT

l(w entrants and tile interiuption of )Ienetit accumulations by thoso
who have left em ploynents covered under the act -will affect future
(Iislb)renieni am th relationshil) between disbursements and con-
trilitio)lls.

I'ho vaiouti fi amcial o1erations of the program ai integrated
through the old-age uan survivors insurauic( triiit fund. Tho tukt
fund is ftailahil& for tie payment of old-agle and of sUrvivors iiis1iraico
benelits, and for reimburse ment) of eXpel)Iditure(i incurred by tho
Social Security Boar(l fl(d lie 'Ireasury )epurtmenet in tim admniji8-
tration of tIhe program,. Beimefits are paid out of tie fund by the
Illamiy.11; tr8t(, ill accor(ance with sectionn 205 (i) of the 'ovial
Security A(-i,, as amened(i('(l, rece I('(,iving certification from the Socil

Security Board. Rei11b)ll)s1'eilents for a(hmilistrative i('IWIsI5: ltro
made ill accor(la 'ice with section 201 (f) of the nct, ig timeneided; which
directs tlel malliging trustee. to pay from the trust fund for each 3-
iuonth period the aniouniit of ad ill inistrativ Wxpellss of both th
Social Security Board am] the Treasairy I)epnurtnment i under titlo I
of the Social Security Act al umder the Federal Insurance Contrilu-
tiois Act.

ltecei)ts of the trust fund (luring any year include Liounts e(quii-
lent to the contributions of covered workers and i(tl ('Jlilloyers, luIl
interest on, and )rocee(ls from, the sale or re(demi)ption of tuiy sMcciriti(m
ihid by the trust fund during the year. Amounts equiVi cut to 10)
percent of the taxes includingn g interest, peilties, a lId ad((iitions to
tixck) received un(ier the Fe(ral Insuranmce Contributions Act and
COvTI'C(I into tie Treasury are il)propriate(I to the trust fund each
fiscal year. Un(er the provisions of this act all employees aind eim-
ployers, (xcel)ting those ill ('llploylmU.ii is scifically exclude, aro
called 11ll to pay con trIil)Utiolis lissessed Oli walges 'iiot ill excess of
$3,000 per ainuin. A (ontribution rate of I lperceiit ol ach employer
and vilc)loyel has beemi ill effect, since the beginning of the Iprogrami and,
i(h0r the pieselit law its iiolllled, this rate will continue in effect
mlinil l),cviel)vr 3 1, 19,13. T1i contribution rate of each is scheduled
to rise to 2 percent on Janutry 1, 1944, to 2Y2 percent on January 1,
I9)4(, and to 3 l)ercent on January 1, 1949.

.Fulds not re(uired to mcet current, dislursemenit's are invested by
the mnanaginry trustee. Secur'ities eligil)e s investilenits for the fund
are interest- 1 aring oblligationis of the United StIlt(s and obligations
gilaraltced as to both principal 1111(d interest by the United States.
Investments lilay be acq uired oln original issuo at, par or by I)urchatw
of oultstamling ol)liri,11o at te lliuarket, )rice. Ti issuaice of spe-
'ial oI)ligatiowu e:xe'usivey to the; trust funl is ulithorized lil(10r the

provisions of the Social Seumi it Act,. These oligatitons are r rtirml
to bear interest, t a 'ait c 1111 to t'he average rat, of interest !)oI'le
1)y all interest-b)elriiig obligatiois of ihe Uit4b(d States forming it part,
of the public debt, ias colliputed at, tie end of the clendalr month next,
preceding the daa of issue. If such average late i, not ai multilple of
one-eighth of I l)(rcelit, the, ra1te oil special ol)igltioins issued to the
fund is required to )e that, multiple of one-eightli of I percelit next
lower thalli the averi'ge rate. Obligations ticquired 1)y the hund, other
thiu specitil obligatiois, niiy le sold Iy tile inaiagiig trustee lit tli~
iilarket ) rice, ld special obligations lily l)e re(leelie( itt, par plus

cC i'uilel il itcrest.
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Tie trust fund servs in part is a reserve against fluctuations in
total contribution and(1 bmiefi, amounts, cotifnteractilig the illaincial
erects of tics hUit; Atiotm On ioe ol-age and survivors insirantce pro-
grain fid providing it margin of safety against relatively short-t.,01er
conitigencies to insure the payment of belfi ts without shtar1) Changes
in ratets paid l)y contributor, These reserves will provide a(litiond
resources against, a suddell increase ill total beliefit 1ii1otiit's or ft sharp
declillo ill Coltriibtiolls, both of which Could occur siP iiultanleoisly
from any reversed in businesss activity.

'TIhe trust fund, fulthermor (, cult )rovid( fill it(terest-(arnilig
rC'teirve to 1m0eV, ft part of the inevitabhe future long-terilt rise ill )ellefit
(lisl)t I -meitelIts, anld s('rves 1s a safety factor ligailist the first imla)cts
which may result, froim il acceleration in t1he rate, of this Ionig-teriu
rise. Benefit d isl)ursements un(ler the progratn ar(: e expected to in-
cr(is5 mlk('l(l ly over ft lonfg period. Stich t subst'alltial ile'rellse is
aniiil)ate(l ieclus(o it is eXpc('t(l tillit, for luimy (h(,a(l(,s to nllnl)er
of peisiotis aged 65 1lld over will be, inc(easitg l1(l that, all il)crealsing
I)rOl)Ortioti of smit aged piersonlis will w qu alifying folr Ielt telits lider
tle old-fage ago fin i{5rvivors 1 iuram(c systeit(. At, t l)eginlilng of 194(),
there were I)ot 9,000,000 ersolts aged (,5 lu1d (VCr, eq nui en,t to
6.8 l)(lerll t of the total )o1111 ,ti . Acor(l ilg to carefully. (o(v1,hl)('
esttimait('s, th(e i1lHIIr of l)('rsolts Ilge'd 65 f111d over ilmly i m'{reise to
a)ol, 22,000,000 or 14.4 percent, of the 1)l)littion within 40 years.
'Fit ,i erect, of suil (xpecte (',l11taigo: ill the 11ti iher of age(l personss will
IM (WNll grTtte' )il the filnul'ee of te oldl-ag, find su rvivors iIll sracv(',
sysil, (till 1f1ty a, first a )l)('.t, I)(,'ctlls it aI(I ,gr poiO )ortiou of ag(d
l)C,',0ots 40 y(,urs iieince will he ciligi)le to i'ceve !)entfits 1iflder tle
programm Itan the corresponding l)roportioit of the g(led p)rso)|, in

th( pres('vlt population. The future finanil(cial solii(1iness of the system,
with iits rising rates of (li5)lllrs((11 s, must r(,St, ()I liigiter (olt.riI) -
tioni rates or oil Hie p)rovisiol) of itcolle froit other solreT(s, or b)oth.
Prudent, financial niltilllgentet of this systv(,i is of tle lietitiost, impor-
tinlicee to the milli)01s of )ersons woll( alre 1lrvady within its scope and
to the Nat ion as a whole.

'NFIJENCES OF TiHE WAit ON riiJ,; 'i'FtirsT FUND

As t consequ(,ince of the war, the trust fund hits increased mlor
rapidly thaim was anlticialt(hd earlier. (ont'ibuiitiolns haiive inciase(d
ltaltked(ly as a result of th( increase ill the level of (,|iti ngs mi( tue
fr(ater continuity of 111( i te rise il) 'il)loYIyH(iet . Be(,(,fit, l)lyllents
iav( )een less, (d1e, in )ar, to the inrelse ill employment opportuni-
ties occasione(l l)y wlar 1)rodh|('li(tio. Many 1)(,rsoP , fhreaahy 011 t1e
rolls suspended their hen(,lit statull by ri'urling to covere(1 v)ilploy-
Inent; at, the ,uld of ,fune 1942 a)ou,t 10 percent, of lteneli ts allyahle to
)lrilllltary til mi itants atin (l young widows were ill Su(1h suspended thhi, s.In l(l(liti, ,11ally tholisaltlds Nvlo were eligible for benefitss and wiI()

prol)atl)Iy wol(l hi y(t ('lilfe them in morel normal times have ('lecte(l
to rm 11l a , ttIi r jobs.

'lThe iltimlt i till ules of tile war on the trust fund are not, asclear
11s Ilre the (,frlets for tie period of ti( war an( for the inllid itv os)t,-
via r yea)is. 'lPer( are imany 111(l comle)Ix rehl lioilshil)s -- m1(0ig ('Oil-
tril)utions, hei,efits, and insure stlt is-which do not, perlli, of a
clear or categoriclil anlsw(,r as to whether the over-all (ffect, of thie, war
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will eventually be a tnet increase or decrease in the assets of the fund.
A discussion of the effects of the war and of the r'elationshil)s between
contributions anid benefits which is presented hero takes no account of
S)erl nialleilt challges whichl mae1y be wrought by the war in the log run
Novel of wages, in thecomposition of the labor force and of the l)opula-

tion, or in the characteristics of employment. The length of the war
itself is a iprinie factor; soine elemelnts which wouthl ol)(rte to increUse
the assets of the fund if the war is of short duration would operate to
decrease the assets if war conditions obtaiii for a lhlnger period.

(a) Increa8e(1 employment, 8teadier uxn'k, and higher wape.--The
fen1'al availability of work of i steady character and at highe cr wages
l ag ilifLt(ea iriigs in covered CI UJlOylflewt. As a consequence,
the contributions to the trust fund, based oil a 1)erceitago of pay
roll, are at a high level. These increases also have an obverse ciect
in tlt the higher wage credits accumulating will increase future
montldy bilf(its paya )le at death or retirement. Also, the tax
rates )0W afl)l)licaIil)e to thtes(e higher wag levels are at tih initial
I'iato estd)lislhed il lthe act, which is oli-third of thle( rate l)s'rilMd
for later years. Therefore, while this situation results in til ailnorillai
iisurge of contributions to the trust fund (during this period, there
is a more or less offsetting liability created for settlement Vo oemaly
years in the future when more aild larger bendits will become duo.

he not ultimate effect on the assets of the fund is indeterminate at
this time.

(b) Employment of women and other temporary workers.--Several
million women not usually en)loye(l are currently at work in employ-
ments covered by the act. Many other 1)eions not regularly In
covered occupations tire temporarily so employed. To gain insured
status for survivors benefits at least 6 quarters of covered employ-
ment are necessary, and to gain insured status for purposess of retire-
ment at age 65 or later, 40 quarters are required (except for those
already above or nearing that age). With respect to retirement,
married women with insured status whose husbands are also retired,
will (lerive their benefits either from their own wage crediits or by
reason of their husbands' crCoits, whichever result in the greater bene-
fit. Consequently, to the extent that marrie(l women make upa
portion of the women currently at work, it may be expected( that
1.!ne fits for them will usually derive from their husi)a)(is' accountsrather than their own. Furthermore, the employment of married
women( (oes not increase substantially the amount of survivor pro-
tection afforded 1y the p)rogranl, since survivorsbm I('fits for children
derive from the father's employment in most instanves. Married
wom1e1 insure(l (dintig the war have a temporary protection, however,
in the form of tin lump-sum l)aymeJt at (leath. It is therefore likely
that their contributions to the fund (luring the war years result in a
net addition to the fundl.Unmarried women will, through their con-
tributions, also Lring about an increase in the fund unless a very long
war permits them to gain fully insured status of a permanent character,
or unless they remain in covered eml)loyment after the war. Men
shifting only temporarily from noncoverd employlmi(ts would in -
crease the fund more or less, (lepen(ling on the I)rol)ortion with
families and the duration, of their covered employment. In summary,
it may be said that the havy increases in oviced eml))yment of
men and women not normally a part of the system should result in a
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not edition to til fund if tile war is not greatly prolonged, and if a
large proportion of these persons return to noncovered employment or,
il tip cnse of married women, return to the home.

(c) Deferred retire metls (1iI Su1pensions of benefits.-With the need
for maximu m use of available manpower elttly ili(liVi(1llS above the
age of 65 Who are alrea(ly eligible for retirement bemIfits have re-
mained on the job or returned to work, and thereby referredd or inter-
rupted their retirement. Since monthly benefits are not payablO
for months in which an individual 1s working ill covered emnploynkumt
a)(1 to tie extent that thse defeiments anld peisiollS ece(l
thio!o which, except for the war, would have taken place, there is an
ol)vious increase in tlt) assets of the fund. However, the leliefits
])ai(1 to those who (leferre(d retirement to a later age titan otherwise,
will be greater ill amount by reason of being (letermine(I, partly iat
least, on the currently high wage levels. The net result of the factors
.Ilviltioled( ill this paragraplh will be fill i1creaso to the fund.

(d) S'usj1C'1).qioi 1 aUmong 8?r?,Ir..--Widows and their children who
have qualifiedd for wirvivors' beietits are eligible to receive monthly
benefits for the znont|, in Which they are not in covered emlh)yment,
and, inl the case of children 16-17, for the months in which they are
in school. The present tetenoyle for widows and older children to
find covered employment results in an increase to tie fund, in the
same way as that discussed ill the prece(lin liaragra Ih. Although
the present eml)loylment of many of these wilows ant i children may
only be temporary, the wage credits received (luring this )eriod may
increase their own protection later, and thus some effect on the fund
in tile opposite direction.

(e) Military service.-Military service is not covered employment
uider the act. Those who enter time armed forces from covered en-
l)hoyient cease to l)fly Contri 1)1u1 ions and have decreasing l)roteetion.
After a lapse of a time in the service-in general, equal to the time
J)neviously in covered eml)loyment-tloy will lose any established
nismred status. Any higher mortality occasioned by war casualties
thus far has )een mainly among single men, resulting largely in the

payment of luIp sins rather than monthly )eilefits to survivors.
Only ia relatively small additional charge, to the fund results from
these casualties. However, as more men with children are ex posed
to the risk of war casualties, the increase in monthly survivors' bene-
fits will result in larger chmarpes to tie fund. Oni tie other hand, as a
result of any higher mortality arising from war casualties, the fund
will )e relievedi of some future old lge benefits which would have
been payable had these men survived to old age. In summary, the
net result of tie factor of military service on the trust fund is de-
penident on extra mortality which may eventuate and on the pro-
portion of men with families involved anid, hence, is as yet inde-
terminate.

(f) (overmnent cifiliam emplo,/m1t.--ublic em)loymnent is (x-
(luded from coverage under the act. P perhaps 2,000,000 )ers()ns have
entered this type of work since the begimnimig of the war. As in tie
('ts(,, ot ;jii ictary services, those irl(livi(luals with Irevious covered
(m )loymellt have (le(reasiig inisu m'tmce protection under the system
an 1111ay evetituttilly lose inlsilrel status. llowever, unlike milil ary
sei'vice, wartime Goveir-liiei civilian ('m)loy('es i Iclude a large pro-
)ortion of married mmei with families. The lI,1(ri(,d Jll(, who (Fe
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will either lawe survivors benefits payable in smaller amounts tha1
if they had Iot entered Uovel-iIieniit service, or if their public employ-
meit is 8ulliciently extended will have flo SurvivorS beilefits payalble
at all. because of tie expiy of tie insured stahlu. Ill ei hIer case, tho
result will be a lesser outgo from tie fund than otherwise. On the
other 111111d, there will be no contributions from any (ovenirmont
workers nor benefit rights accuimulated while they4 ar' working in
the public service. ''he0 ,oltrilutions otlherwis payable (hA- ling this
period might have, exceededl tie vultle of the tabled' benefit, rights.
Consequently, for Governiiient civilian employees, the net effect on
the fund Heems1 also to be iudete:'tni natc.

SUMMARY OF 01E)L'JrIONS 01' THE TUliST FUND, hISf A , YEAR 1942

'rh+l statement of iiieoinie aun disbursoiionvins of the ohl-ago 1nud

survivors, trust, fund iii the period from July 1, 194 I, to ,Juiie 30, 1942,
and of the assets of the fund at tile end( of the fiscal year 1942, is
presented in table 1.

TABLE11. l.-,'tacmcnt of op('r(ulions of lic Icdcral old-agc and survivors insurance
trust fund during the fiscal year 1942 I

Total umsokt of Cho trust, fuid, Jmne 30, 1941 ------------- $2, 397, 615, 082. 40
Receipts fiscall year 10,12) ---------- $966, 625, 4 01. 05

App4)pr~riat ionti by (Congress..... 895, (;I 8, 838. 82
Interest, on inlm ts ......-------- 71, 00(16, 562. 23

l)isbursenwntt3s (fiscal year
1942) -------------------- 137, 046, 338. 20

1eleifi , 2iL yi(its-............ l.. 280, 702. 20
Rvi~iin'SQJwlints for administra-

tive CXl 8s - .----- 26...2(, 765, 636. 00
NO, (dlition to tle trust, f[iiid during lieal year

1942 (receilpts less dishlurscmcnts)---- ------ 821), 579, 062. 85

Total assets of ti trust fund, June 30, 19,12 --------. 3, 227, 19.1, 145. 25
1 On basis of tho Dally Statement of tho United States 'rroasury (urovisod).

)isbursements from tile txrjsb ftzl n loaded $137,000,000 (dliiiig the
fiscal year 1942, of which .1l l0,d00,0() consisted of beiefit, paylm nts
and $27,000,000 of reiuburseinetts to the. geierval fund for aimilis-
trative eXpenses of tile iiisurtace i)ogranu,

Total bcileit, l)ayinituts dIuring it, fiscal year excevdel those of the
previous year by more thani 71 )ereint, reflecting the addition of new
beneficiaries and the continued liymnent-S to miany of those in receipt
of beleit',s ill tile previous year. Table 2 shows it distribution of theso
palymneilts by type of I)CIelit.
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'lI'Aimi.; 2.--lIi1 imaited disrifi,,tion of 7l,'TIsury dis) urscmin Is for bct'Jit p!/ minrd
'necr the ol(i-uLfge and surt, ivors i nsiraLnee program during fiscml year 1942

Amo it percentage

Tlypo of bullef dithurnoi of total

Primary (layahle to retired iisimuri wage earners apo I5 or over) .............. $54.9 b0
Wlre' (paya lo to wives, ao W05 or over, of prihiury lbe(Ieli('uril,) ............... 8. 1 8
Widow's payableo to widows, age 65 or over, of diteaxi d Insiuro wage (caers) _ :.8 3
l'arent's ( pJly to i le en(lnent i)arents, age I3 fr over, of docoasod in.suied wage

varners) 3 (2)
Chuld's (l1ayahhie to 111m, rihd villdr i uoder age IH wli are (ton'dj(hlOt iipo

riliury )ellifi('iJ(s o who were deejen.eL t j112021 (Iovea.o4C i l w.llrell iW, io
varner.) I . . . . I.. 1 16

W'i'low's cllirent (pialhl t(o Wliows of hievetl(.l iHil-i0id wave .arr whilo
widow him ill her ,aro it child CIititled to Child's biVu . . ..) . 10

'l'otlil oontthly bell fits ............................... .. .. 96 I 87
iAIllluilu I III,1 "

19:19 act (aylblulo ill I lose ('asi il which io survivor of it dev'n, ed i , lsrod
"olild to iiiuuli'e littiy, iotiu'd to 111i il.y oll its) . 1 I. 13

1i:15 act I y i tdo in I Ipo ('uses 11 1w I I i'h dif th of 1 lo w o earl ,l"r O('(,III roI
prior to I10) .......... .................... . I ()

'lotill .......... . ......... . ................. ................ I110 2 I(00

I (f th) toll, $1.2 milloi was mild to children of primarv henofh'irieJil and $111.9 million to chiludron of
(h(',e sd ir isrtil Waol( (,arnler., 'i lOSE'os o i o ts re lrt 5n4o r' spe('tively, I I(,r(.E lie ((1 ll 15 i rc(,nt of tho
aigrroglto teme(filt Iaymentm. iiriiug the fis(.al year.

I Less than 0.5 percent.

AIoit 61 l)(r(e'et of the totitl l)ly ients 11111e(l rel1res(enlte(d monilhly
1 u'iielits t1o I'rsons ('' er i65 .. rtirC workers an(1 their wives, Ilge(
wi(lows, and( lar'nIts of deeitm-sd workers. A 1)pro)illitfely other
26 )('r(''nt reprsn(S ltCd i1oithly bt'iiefit pilyments 01l )(4lI11lf of children
of dee ased or retired workers, and ])yfllitlls to vwidows- mlost of
whom were under age 65 -who ha( such chil(renl of (lecclsed workers
in t'licil ' care. The ballince of th(e payments l'J)repeseinted( 11111p-shIm
ulouhis id ill those Cases8 ill Whiclh no( SurvWivor' of at devealsed worker

(110111d be i111iledliately (ntid le to) 1oltIlhly Iel('lfiIs or the (lede i of a
worker oc( ui'red prior to 1940. At th e end of i, 1942) Jiproxi cutely
530,000 persons Were t'eeix'intg IllontIly benefits 11niou iti ii to
$115,000,00) oii an annual basis. At tle endo(If Vi e prI'('(hding fiscal
yell' ii)lithly l)eilei ' rolls includd(1 3:16f,00 l)sos 1 t whlom monthly
benlefils at a n nual rate of $73,000,000 wNere being paid.

At, lie (1(1 n of the liscaI year. 19411 total a ssets of the o ld-age and
sur I ivor'S iisiii-('a1e trust, fulld, as I'el)orted ill lhe second(I nial
r1e)orl, of tle )oardI of trus ('('s, am1ounteid to $2,398,(00,00(. 11y
Jtbile 30, 1942, thl(,se assets i ilI increi s'(, , to $31,.27,000),000.

Rece',iptls Of the' t'list, fl In (lu,'-ing th1e( liscil! yval 19)42 11111011lt, t~o
$967,0000,00. Of this totiti, $896),000,00() r'(,l)'reseltC(,( theittitnitith
ill) w)prl, boi to the t'u1st fud of till iimotilit ('(l 1ui1 to eomlri 1) 11itions
col ('1 tl 1i1(1,r the llc(t(hell Insuranc'e Co' (nlribution s Act an( covered
into the Treasury duringg thle fiscal year. The I'eialiling $71,000,000
consiste(l of interest 'cceive(d of) investimieit s of the funl.

Amounts received )y the fund during the fiscid year werC invested
by th,' managing trustee in accordance with section 201 (c) of the
Social Security Act, as anende(d. Net investments acquired )y the
fund totdfide $821,000,000. .)uring the yeall', $1,350,000,000 of new
securities were acquired through the investment of receipts hccruiug
to the fund and the investmentt of $382,000,000 of 3-percellt old-a go
reserve account notes which inature(1 on Jun( 30, 1942. Aim addi-
tional $147,000,000 of 3-percent special Trn'asmiiy iotes we,'e r'e(efli(
during the year.

! 1096-43- 2
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All but $68,000,000 of tile new investments were in the forn of
special Treasury notes; the $68,000,000 was invested in pul)liely
offered series of 2- percentt Treasury bonds, partly of the 1967-72
series an( partly of the series 1962-67. Tlhe special notes, ill accord-
ance with the lprovisioiis of the act, were ac(Iliied at par and bear
interest at rates varying from 2.25 to 2.5 percent. The rntes oi
those notes were determined by the average rate of interest on the
interest-bearing public (le)t at the end of the month preceding the
(late of their issue. The 2/-percent publicly offered Treasury bonds
were acquired on original issue at par, plus, in the case of tie 1967-72
series, interest accruing from the time of issue. As a result of changes
(luring the year in the aimouts an(l distribution of the invested assets
of the fund, the average interest rate on iinvestmeints heh1 l)y the fund
as of ,ulue 30, 1942, was 2.51 I)ercc(it, as compared with 2.72 percent
as of ,hine 30, 1941.

Table 3 compares the total :ssets of the trust fund and their dis-
tribution by ty)et at the end( of time fiscal years 1941 and 1942 T'Ihe(I
total assets of $3,227,000,000 held by the f1u11d at the 011(1 of the fiscal
year 1942 consisted of $3,202,000,0kJ0 in the form of obligations of the
United States Governnmnt, $20,000,000 to the credit of the (isl)ursing
officer, and $5,000,000 to tihe credit ol) tie fund account.

TAIILI .; 3.--D)istribution of the a(.'cs of the Federal old-age and survivors i surance
trnst fund at the end of the JiscaIl ywcrs 1941 and 1942 I

J3u11 30, 1911 Jm (0, 19.12

Total amet. of tho trust fund- .................................... 9, 7, (115, 09)2. 40 $, 227, 114, 145. 25

Total 1ivom4t1o10t0 held.....................................2,381, IN0, 000.((W 3, 201, (G14, 2W0. 00

3.pr('ent special 'l'rea.mury notes.. . ..--------------------- 1,052,5),0(1).,00 523, 8(0).000. 0

Maitring Jun e 30, 11112.......................... 3:02, (X), 000 ....... . ...
NMatl urini J mn 9 130, 1 -13 4111, 400, (X). 00 4)07, Ii 0(X-. 00
MaturIhg J one 30, 19114 ........................... 173 100, (0).00 2, 4(g), (KX(. 19)

2p-er'ont c wsecia 'reias.(iry nota4 ........... ..... I, 3 2, 1 oo, (00.00 1, 32, 100, 000. 00

Maturing Juno 30, 1911 .............................. 2 3, (XK), 00).00 2S)3, ( ), (01).00
MNaturing Jiiho3 M0, 1915.............................725, X, (M000 725, M., ()00. 00
Maturing Juno , 11 - - - --.............................. (11), 200, 000(X. ,201 ,0(1x0. (X)

2)f-wrcent l)ocia 'l'rairy notes mturing Junm 30, mill....................(mo3,0(X). 00

2 i-percent speil 'ilreasury note- .......................-.................... P-78, 40 ,100.00

M atiring Jino 10, 1916 ...................................... -........... 228, (X), (). 0
Maturing Juno 30, 1047........................................- 45),40 ),0X). 00

Tre iastry bonds- ....................................... , .................... 6 , 334, 2,50(. )
2 -l wrcen 'ilreasury Ilondq, 1967 72................4..................... 41, 334, 250.10
2l-rpvrcent 'lIrea.siury Bonds, I12 67-.................-.................. 24,000,(). 00

(TuexpOnilCd balance ........................................ 17, 015,082. 40 25, 559, 8195. 25

TIo cre lt of fund account-..............................., 217,575.95 5,17(6,1:18. 57
'' (11 it of dishursing ollicer-............................ 10, 777,506.45 2'), 383, 756. 68

On ha kI of tho Daily Statemnut of tho United States Treasury (unrovised).

W-m



FEDERAL OLD-AGE) INSURANCE TRUST FUND REPORT 9

STA'TEMENT ON THE EXI'ECTED OPERATIONS AND STAT OF 'fi TI ltUsT
FUND I)litING THlE FICAL, YEA1S 1943-47

Under tie provisions of section 201 (b) of the Sooial Security Act,
its a1iler0ledd, the board of trustees is reuired each 'Curr to report to the
Congress on the expected ope'atioii aul( status of t te trust fund (luring
the next ensuilig 5 fiscal years. li oler to (1o this, estimates must be
male as to the 11C1o0 and disbursenients of the trust fulnd for eclih of
the 5 years. The income of the funi depends 111argely up1on1 the rittte of
corltri!butiotI and the amiiount of taxabh)e pay rolls in covered eiil)loy-

elIetS. Tile dishursenlienlts from t(.e fiuld ( ' fcild (Il rgely 11)Ol t1(
1Ii1l11br of pelrsolis eligib le for Ibelefits and th ii1urheir of tlese eligible
p;erlsolis who choose to receive b('refi Is rather thiL to work in covered
employnents. Conilsequently, bot tlhe income and disbhi rsrieuvi ts of
the funid are iitilnately rielat (l to (,.oCo liii(, coliti(i1s.

1)ut'ilig t1(c3 next 5 years econlo 1 " ('Itc, iitior is will Ie lIeteri (ed
largely by tile( course of the Wal, 1111( )y the reIi(ljustuilenlts lilh)Nwirig
tile wtill it ('U.'c shioull comete (nring the, )erio(i. Si e it is impos)Osib~le
to predict the length of the war ari! the ((ommici icoiitions which
will (evelop duri ilg and after the war, ivren are presented three adter-
native sets of income and (iisbusvi oits for the 5-year pvrio,(l, vh
set buse( ill paurt oil (iffernt lssiU1iptiols us to tile dil utioii of the
war n1(l is to ecoiioiiic devehopillnnts (11lring uid following tie war.
The lissul)tioI)s u i-lyinrg these 'sti 1111tos m-'( interiole d( to r(,I)rtesvlt
p~ossible p~luteis of (levelopiilelt. Tile var-iationl ill inicoml l 'd111os-

t)1s I'5(li lit's ts )etween the dif'('tit alt I'llati ve estiiats illustrate
the (ifli('ulies of making foreclsts eve, 5 year's aheaId in times is
unc1ertait its t,1 l)resetit,. 4114'hIh Set of estimates alsstiies tliit tie
stiltutory ('overnlige of oll-age, 1111( survivors ir-18 t' llri will W rmain the
siuie, its lit p)Ts 'i tliioighiort the; (!r'iod ui le'. cmOisi(el1 1t6i(. The
computations I'hatc(l to tax Ci oMi, 1tde ill ('olrrectiorl wiWi the
estimates alre based op the i)t'silt statutory raiites o)f con t1xir I tion,
Which urie I p)er'ent ii L 1 ii('I 'ililoyet' and~ ('iii p)oyev oilr ring tile
cdendar year 1943, 2 J)ere'cent (Iur'ing tlie cahlend(tur years 1944 arid 1945,
and 2}.2 p)ercer t luring the ca~d('ilar years 19,46 un1l 1947.

Estimates of th1e1 income and olisburse(rnts of the( trust, fuld for
each of the fiscal years 1943 to 1947, together with an estimiae of the
ainiouint of tie funlI at the beginning and the v(i of elach tis('al year,
are )'esente ' in tal)he 4. The td)le, is divided into two pui'ts. li one
part are pres(ented the estimates for fiscal years 1943 aro 1944. Tim
estimates for th(se 2 yeaus a i'e coiiiuiouo to 11l l iree lilterniativ sets
of estimate's, and axe the same its those shown in the 1Presidelit's 1944
Bl(ld rt. hil, estimates for these, yiars usslrn(3 a continued rise in
ellupIoyment because of the entry into covee( (employment of young
workers, WoUie, and o1hI' woi'keI's in siflicien t 1miml)eVS to more
than offset the number of ien leaving cov(ere(d employment for the
armed forces. They assume a conitir cd rise in pay rolls becu se of
the increase in emp)loyment and because of a slight rise in average
taxable wages resu ting from a concentration of workers in the high-
wage durable-goods in(ustries, from a moderate rise in wage rates,
and from an increase in the average hours of work per week.

m
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TAm.fIj 4.-B'8timates of the operations of the Fcderal old-age and survivors insurance
trust fund, fiscal years 1943-47, subject to the assumptiofls and limitations stated
in thet ext

fIt millionsn]

Alterutiv o tl uteui for fiscal years 1046-47, sumling -

I1.HIughhveliof1. M hdI, lnreaslvglY tq1poymelit (Atemloy-

Fstiites 1 high leve of n payrolls 11 .4,t, 111d
for Ilscal employment huludlug i hmy rolls,

years 1943 nd pay roll short irlio hll of
and 1914 throughout of modera ,1d u ill of

t he I p r|o d ; deeline; med lu(1. s rvredy
low rateo f imn rate of e, d

retlromnt retiremnit hI riit of;
rulloug agtot (iltlOIg aged high rtof

11i ong (4(04

1913 1944 1145 1 91 1I47 15 1916 1917 1915 19411 1917

Fund at keginnIng of year .... $3, 227 $4, 2361 $5, 01 $8,229 $1 I 101 $5 IM1$8, 12W $10,352 $5, 1M $8, 111 $9,, 591

'i'rmsact.lons dhrhig year:
Approptlatlonm (taxes) I_.1. ,10),0W 2,710:3,025 3,70 2,1620 2, 495 3,110 2,112 1,930 2,3.A
Interest on Inveslt ets ... 88 109 145 20 -205 14b 195 210 115 1SA 215

Total laIC011 .....- 1,1931 1,(Rir5 2,855 :, 225 :,W90 2,765 2,4,0 , ) 4 2,M7)t 2,115 2, t)5

lhIM(flt ItYments .......... 15 20 V) 2M 32) 38 275 42 515 215 595 775
Administrative expems 2)) 30 32 33 35 1.4 :s 35 t 35 i7 31M

Total dishursencnt .... 184 235 M 2, 3 353 ,115 ,l ) Nli1 51 330 -22 H13

Not In(rfl t i u It W1,0 ,430) 2, 5(1 2, 872,rosinhd 3, 150 J2,451112, 231) 2,7W 32,435 I, 4931 I. 752
In(a a dt at id of yar..... 4,236,01 8,2?AM111,111 14, 051 8,122 10, 352 13, 151 8,101 9, .59 1 1, :1100

I In Interlprethig the stlimatvs of this table reference, Shouldhe oi de 1(o tothe acconi unylg txt which
descrilbs tithen wurtaintie In the underlying assumptions.

2 The alproprlations ire esimated on tho statutory rates of contribution-AI i r0nt on vtil, employer
and employee, In the calendar year 1943, 2 percnt in 1914-45, and 2 percent in 1946-47.

I l tow (ofiei part, of tblt 4 z'r 1I'&esviltedl thr('e llte'Illtti v' sets of
(stlilait s for fiscal years 1945 to 1947, illustintiiig ,he tincertitinty Is
to dvelolments durinlJg this liiodl. Alt,,'Jhltive ! I 8ssl nis1 1 ())'011-
t6imuttiiou of wIl' conIolol throughout, tle period. Enlph)ynl'nt is
asst|mi(l to 1'isv slight tly alcove t1, level of 1 944 11t sli1or 1'(5s,'vvs i ti
111011' ('()ICplet'ly t tilized, . lay rolls ill CoVv(1 l l)loyleli ls lise' to
a great ('1exl'ti|t, ,111,11 elllploymeflt b((11s of incrvlsed hours of
wo!k, the fiurihei' CowvIltration of workers in wari Ilust ris, a l
1m('rilt('il c(rtes in average ('hinitgs. No sharp and ( substantial
price ('1131iges tIi lssillld, Iowever'. The I'ate )f retieinielit fr'mo
(ONveI' vl l|11l)lOyIn t "l(J e)I'5oJ)s l iffil() for I)twel s is ass|| ed h)( t) 1
low l,'('1se,( of tlie eJ lploymeW|t olpOl'rtil cities availil e, ll t Ihis (11s',
aggrregtltv income for the ' fiscal .yea's 1943-47 wNould be lt)Itt
$12..) Iillion. l)isbursinents Would a g |'gtt about, $1.,5 hilli n,
with the h igiest eXlpected millu l (lisl)1ser en1t5 aOtlit, $0.4 million .

h'le t r'ust, find mat the leighillilg ofI tlh( 'iod woulil aioulint to
seven find eight-tenths tinies the Igwst (xj)eet (,(1 tiiulldislirseiiiet
during the p)er'io(l becuIse of the ssU1A)tiol(3 -,f it low i'at of retit'e-
merit, from cov('red( enph)oyIent of perSons eligible for benefits.

. Alterutivv 11 ass1ites tbat (Ilri1g tilefi ts, haIf of th 1l'p'riod
19,15-47 iliustry will 1)1, recoInveI't,ed in la|'ge part, to pelt(ectitl pro-
l|Jviio|| ,and thatl, uringth (, w td' l hlf vo| oillic activity will Iv

11111 iltailln l e.rthe hevel roadivl in 114,4. Tile rv-ojive|'sioll Is
1Iss1111,,(l to lake hIll 11-11 m odv|i.y |muwr. iPay roll's drop!) iftri t'e,

II
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reconversioln period becatume of it relljetion in the hours of work, be-
causo of a shifting of workers from high-wage to low-wage industries
and because of an increase il slrt-t(rm einlployimteC. A subsequent,
rilie in pay roils is assumed because of mi inc'relase ill e'oli)ic activity
reSltiig largely flior the (X peilditure of wartime savings o) comsu mer
goods and from eXl)enlitures connected with the rehaiilitation of war-
devastated coluntries. Because of the relatively high level of emi-
1ployme(nt(,ill,'i,,g most of the per'1'iod, there is assitftlld to he it illIde,'at
iiuiiiber of ag persons (ligille for retirement nelifis relnilliiig in
COWTi' (e ll plo lii(e'. Ud((Ir ulteriative 11 aggi (eite. income during
the period of 5 fiscal years ('hliiig in 1 947 woild amount to about
$11.7 billion.. Aggregate disbursenents for tie ptriod would be about
$1.7 billion, wit l the higlhest eXpe('te(l annual Ilis)li'Jvllt atbou t
$0.(; billion. The trust fund at the b,,gilmilg of fiscal year 1943
wollhl a1.Ionlilt Co 5.9 tiii(s tOle highest expected an Sul isuirseinel t
(lurig thi )r(iO(i of 5 lis al years.

Alternative 111 differs front al trimati VC 11 inl tha11t it, Ossu nes ret onC-
Versionl to take place more slowly ai 1),aetli(elle loductiol to rise at
a slower rrte. ie level of cilploylli'l t ac(corliigly is isslifiled to be
lower throughout the periodd 1945-47 under alternative Ill thn 1m e (Ir
alternative Il. 'Paxa 1)1 pay rolls dirol) Ibjow t lie level of alternatives
ll because of the lower level of evil)loyment and )c('('lwe of shorter
lours of work aid soIl('wilit, lower' average, I'i (nigs. le'ause of the
less favorable emPloyment conditions, it is assumed t al. a lar'ger' nn-
bel of l)e1t)1s (ligiblv' to receive benefits Woulhl i'lire front cov(re(l
emlhploymlenli tl under alternivi 11. 'I'l.Te aggregate income of tle
trust, f11n1d folr the .i fiscal years 1943-47 uunh1v alt raive Ill would
anilout to al)out 110.3 millionn . Aggregatc lisl)ti vin(lts would he
about $2.2 billion , wit l the hiighiest eXl)('ete(l alittd (1isl)ursement,
aout $0.8 billion. Tll,n trust fu(tl l( at t lc beginning of tIi, le ri( I
would IL1 out to 4.0 time te t 11e aiiou1t, of, the li highest, eXl)vcted lailimil
dislrScilleit, ( during the period.

The lit er1nllati ves I ani 111 lire not it ended to repres it 1, iO two
ext'emv11es of ilI'oille anid dislursvelikt experience in the e1siigqy 5 fis(ial
yeani. It is l)ossibhI thiat under conditioms similar to those sugge-sted
for alternative 1, th( inicome woid be higher 1utti the d isbursel' l(lIts
lower thai has bev(' imlicated ill this (stiiate. Similarly, the inlcone
inighit be lower ald tie (lisl0111s(lli('l,1iglir tl llive been showit
for alternative Ill. Nor is alter native Ii in.ven(l(t to relWeSelit the
iiiost plausible experience to be cxl)ected; it, iierely illustrates ai inltr-
Mediate possbil ity.

A gevnrally liigl- level of employment, and pay rolls during the 5 fiscal
year l) erio(d would tend to result in a-11 ilwrcase in ttil nuibe of insured
workers unti ill their average, wages and, helve, Ilie average aiiiiit
of the bIenlefits payal bie 1ndl, theiir rtirel ilet,1' or luitll. I(oweve I,

because of tle assuillie v1 eiloyivilt oPl)ortu i tes and1 the uIrgeucy
o)f wa lproduct iont, 'many of the aged workers wiho will be (eligil)le for
benefits will I'entain in covere(I elploylnenVt so long as such cmploy-
Itelit con(dhitiomns coltitnuc a1(a tl(v are capable o)f hiohing jo);. (',-
versely, a rtltctiol, ill tlle levvl of evl)h)yllilt Illay be (xl)ecte(, to
retilt ill the retil'ilrent or t ,'inttion of e. ployieut of maly .aged
workers who are eligible foir benefits;.

Oil ,June 0, 1942, mnithily hbo'i ict.s aggl('gatiimg $75,00,00)) lt'r year'
were being paid ( ) 237,0)0 aged retired workers an d 69,03)I wi ves.
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In contrast, it is estimated that an additional 585,000 aged workers
and 165,000 aged wives could hiave been receiving monthly benefits in
the amount of about $225,000,000 per year, had the workers eligible to
benefits terminated their employment. Table 5 illustrates the pros-
pective growth during the 5-fiscal-year period, tinder the three alter-
native assuml)tions as to employment conditions, of the nm ber of
workers over age 65 who will be receiving old-age benefits or will be
eligible for old-age benefits upon termination of their employment.
The number or proportion of the aged eligible for benefits who will be
in receipt of benefit payments at any time during the period is expected
to be influenced largely by the then current employment conditions.

TABLE 5.-Alternative illUstrations of number of wage earners eligible for retirement
benefits 1 (including those receiving retirement benefits) at the end of each oJ the
fiscal years 1942-1,7, subje-t to the assumptions and limitations stated in the text

!Ini thousands]

Estimated nunibcr of wage earners
eligible for retirement benefits'
(including those receiving retire'
ment benefits)

Altorna- Alterna- Alterna-
tivo I rive II tive III

End of fiscal year-
19423 ---------------------------------------------------------- 825 825 825
193 ------------------------------------------------------------ 1,025 1. 025 1,025
1944 ------------------------------------------------------ 1,250 1,250 1,250
1945 ------------------------------------------------------------- 1, 500 1,475 1,450
1943 ---------------------------------------------------------- 1,800 1.700 1,625
1947 ------------------------------------------------------------ 2, 100 1,900 1,800

I Excludes wiveg, widows, and parents eligible for benefits.
3 On June 30, 1942, there wore 237,000 wage earners receiving retirement benefits.

In addition to the aged workers eligible for benefits, wives and
children of these workers become eligible for benefits upon the workers'
retirements. Furthermore, ben efits are paid to widows, children, or
parents of deceased wage earners eligible for survivors monthly bene-
fits or lump-sum payments. The monthly survivors insurance
benefits paid to widows, children, and parents during the fiscal year
1942 were approximately $33,000,000. The lunp-sum benefits
amounte(l to about $14,000,0(M0. These survivors benefits may be
predicted with relative accuracy since they depend largely on mor-
tality experience which remains relatively constant. The monthly
survivors insurance benefits may be expected to increase each year
for the next 5 fiscal years by approximately $20,000,000 per year.
The amount of lump-sum benefits is expected( to increase slowly to
about $30,000,000 in 1947, because a constantly growing number of
persons will )e insured at death.

As pointed out above, the amount of old-age )enefits being paid at
any time depi(enIs on employment and other conditions influencing the
retirement of aged workers otherwise eligible for benefits. There
seems to he some in(dication from current experience that one-quarter
to one-third of all the aged workers who are eligible for benefits are
now retired from employment because of incapacity for substantial
work. TIe actions of the remainder in retiring from employment or
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the actions of their employers in discharging them from their employ-
mentarc expected to 1)e highly sensitive to general employment con-
Aitions.

Table 6 presents illustrations, under the three alternative assume.
tions of employment coi litions (luring the 5-fiscal-year period, of the
number of wage earners eligible for retirement benefits at the end ofthe fiscal year 1947 and the aggregate number of persons eligible for
ret4ement or survivors monthly benefits at that time. The table also
illustrates the aggregate amount of benefit payments which might be
expected in the fiscal year 1947 under the alternative bases for the
estimates of the 5-fiscal-year experience and under different assump-
tions as to the proportion of those eligible for old-age benefits who
will be retired and receiving insurance benefits.

TABLE 6.---Alternative illustrations of the number of wage earners eligible for retire-..ment benefits I (including those receiving retirement benefits) at the end of fiscalyear 1947, the aggregate number of persons eligible for retirement or survivorsmonthly benefits 2 at the end of the year and the total amount of benefit paymentsincludingg survivors benefits) in fiscal year 1947, under varying assumptions as tothe proportion of those eligible for retirement benefits' who will be in receipt ofbenefits at some time during the year-subject to the assumptions and limitations
stated in the text

Number of Number of Amount of benefit payments (including survivorswage earners pecons ell- bonefits3) in fiscal year 1947, assuming Indicatedeligible for glbo for re- p)roportion of those eligible for retirement benefits

retirement tireient or to be receiving benefits at some time during the
benefits I (in- survivors year
cluling those monthly
receiving re- enets I(in-

tirement eluding thou.
benefits) at receivingthe end~ of benefits) at25pret 0

he end ofb 25 percent 50 percent 75 percent 100 percentfiscal year teedo

1947 fiscal year
1947

Alternative I .......... 2.100,000 3,700,000 $&30,000,000 $520,000,000 $725,000,000 $920,000,000Alternative IL -.------- 1,900.000 3,400,000 315,000,000 490,000,000 60,000,000 865,000,000Alternative III -------- 1,800. 000 2,300,000 310,000,000 475,000,000 600000,000 830.000,000

I Excludes wives, widows, and parents eligible for benefits.
2 Includes wage earners, wives, widows, children, and parents eligible for benefits.3 Survivors benefits (monthly benefits and lump-sum payments) in fiscal year 1947 amount to about$160,000,000 under each alternative, irrespective of the proportion of the eligibles assumed to be receiving

retirement benefits.

It should be noted that, to allow comparison with the 5-year
estimates of table 4, the illustrative amounts of benefit disburse-
ments include survivors monthly benefits and lump-sum payments
as well as old-age benefits. They represent, therefore, more than
the amount of benefits paid to the aged retired workers alone. The
benefit payments shown in table 6 represent aggregate benefit pay-
ments which might be substituted for the corresponding benefit pay-
ments for the fiscal year 1947 shown in table 4. Such a substitution
would permit rough comparisons of the amount of the trust fund at
the beginning of the 5-fiscal-year period with different estimates as
to the annual am,,Ilnts of disbursements over the periOd.



14 FEDERAL OLD-AGE INSURANCE TRUST FUND REPORT

ACTUARIAL STATUS OF THE T UST FUND

Tie period from the mi(ldle of 1947, the close of the survey in
the previous section, to 1950--the latter date taken as a convenient
starting point for a discussion of the long-range trend---i3 purposely
left open. No predictions, with any reliability, can be made for the
transition from war and immediate post-war conditions to a stable
peacetime situation to follow. The only elements which cai* b
projected with confi(lence are-

(1) The demographic fact that the population is aging and
that there will )e for years into the future a steady increase,
both relative and absolute, in the number of individuals over
age 65; and

(2) The steadily rising perCeIitage of the aged with insured
status.

Consequently, owinIg to thes, two factors, the nuntber of l)ersons
receiving old-age benefits under title I of the Social Security Act
may, over a 50-year period, increase to sonie 40 times the current
nulm)er.

Under the program, monthly benefit paylnents are made both to
survivors of deceased insured employees and to the retired insured
employees and their dependents. Because of the substantial stability
in the annual mortality rate anong insured workers as a group, and the
limitation of benefit payments for any individual child to a maximum
period of 18 years, the total outgo for benefits to survivors will reach a
relatively matured condition considerably earlier than will be the case
for the retirement benefits. In the long run it is not expected that
benefits payable on account of death before retirement will constitute
more than one-fourth of the cost of the program. The remaining
three-fourths of the costs will comprise disbursements for old-age
retirement protection; the number of age(l beneficiaries may be ex-
pected to increase more or less steadily for perhaps a century.

The accompanying chart illustrates by two examples the possible
trend, over a 40-year period (1950-90), of future contribution income
and future benefit payments. The range in the )enefit figures shown
in the chart does not represent minimum or maximNuni values; the
single line for contribution income implies a knowledge of taxable
pay rolls that obviously does not exist. The examples are merely
illustrative of reasonable projections. This chart is the same as that
presented in the second annual report of the board of trustees. The
values and assumptions upon which the chart is based( are those dis-
cussed by the actuarial consultant of the Social Security Board, in
the hearings relative to the Social Security Act Amendments of 1-939
before the Committee on Ways and Means, House of Representatives,
Seventy-sixth Congress, pages 2473 -2488.

Three years' experience has now accumulated in the payment of
claims un(ler the aniended act, experience limited by the small extentof early eligibility, by a Iag in g ,ettilng under way, III(I further affected

by tle transition to war and the war itself. Within these limitations,
this experience Viel(ls useful infor imation for correcting ain(] refininig
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some of the underlying assumptions. Many of the detailed results
of the 1940 census have alrea(ly become available; others are currently
expected. Actuarial study is consequently under way whereby re-
vised long-range cost estimates will be forthcoming. The results of
such actuarial analysis are not far enough toward completion to
utilize for the purposes of the present report. In preparing such new
esthnates, there is present the as yet uncertain long-range effects both
of the depression of the 1930's and the present war. The long-range
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results of the depression harte been, to Seline extentt, counteracted by
the increased employment opportunities of tihe war' years. The extent
of thie period over which such high enmploynment and wage rates will
tbe nlaintainedl is ind~efinlite. Jt is linked not only to the le ngth of the
war and the imfledliate period of readjustment, but also to the p)ost-
war economy. I urthi('rior(C, the long-range results of the operations
of the program will be intlenced by the more lpernianent levels and
trends of national income, wages, anti employment.

As indicated in the chart and by thme derived averages shown in
table 7, taxes during most of thme decade I 950--60 (at thme rate of 6
percent of taxable pay roll) are expected to exceedI benefits. Tphiis
would result in a continuation of fund accumiulation, which fund will
lprovi(le interest earnings to mreet a portion of the beiiefit payments.
If benefit payments under the programn should follow the growthi curve
of example 2, such pmiynflents wouhtl begin to exceedl taxes in about
:30 years from the present tine; but because of the interest earnings
of the fund, tothd annul ~iinconme night conitil ie to exceedl annual
l)enlet ts inlefi nitely with lout the need for iudditionil conitri buitiomiS
above the (i-peorc'ent rate. If, however, future eCl)erience should
more closely mtl)roxinuite the cuirve of examiiple 1, benefits woull
exced taxes within al)piroxinlately 20 years aln(1 woulhl prolit)ly exceedI
the 51111 of taxes lin(d interest on the fuind within the following 5 or 10(
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years; and since the prior accumulation in the trust fund under the
conditions of this example would cover excess disbursements for only,
a limited period, additional contributions above the 6-percent rate'
would eventually be required. Because of the cumulative nature of
the growth of the benefit payments, any long-term financial needs of
the program would be apparent well in advance, and, therefore, could
be met, without serious shock or disturbance to the national economy
by a succession of moderate changes in the financial provisions.

TABLE 7.-Average annual benefit paymend8 (2 estimates) and tax income of the
Federal old-age and survivors insurance trust fund for future quinquennial periods,
1950--90 '-subject to the limitations stated in the text

[In billions)

Average annual Average annu*
benefit payments Average benefit payments Avora-e

Quinquenniuman t Quinquenninn annualExml Eare tax tax

Example xamrie income Example Example income
No.I No. 2 No.1I No. 2

1951-55 _----------- $1.. $1.3 $2.0 1971-75.------------- $14.8 $2.5 $2.4
1955-60 .------------- 2.2 1.7 2,1 197(V-80-------------4.3 2.7 2.5
1961-05-------------- 2.8 2.0 2.2 1981-85------------- 4.8 2.9 2.0
1903-70------------- 3.3 2.3 2.3 198-90-------------5.2 3.1 2.0

The figures in this table are based on the chart.

EXPECTED RELATION BETWEEN THE SIZE OF THE TRUST FUND AND
DISBURSEMENTS

The board of trustees has indicated in its previous annual reports
that the trust fund would apparently exceed three times the highest
annual expenditures anticipated during the succeeding 5 fiscal years.
A similar relationship is now expected for the 5,fiscal years ending
June 30, 1947.

However, it has previously been pointed out that the ratio of the
trust fund at the beginning of fiscal year 1943 to the highest annual
disbursements of the period under the three alternatives presented
wouJd be 7.8, 5.9, and 4.0, respectively. Also it was pointed out
that these ratios do not indicate the highest or the lowest which may
be reasonably aut;cipated.

The board of trustees has repeatedly emphasized in its annual
reports that the primary consideration with respect t the size of the
trust fand is its adequacy to assure the financial integrity of the
social insurance program. Because of the large measure of uncer-
tainty with regard to economic developments in the next 5 years-
particularly in a post-war phase, which may have its inception during
this period-and in view of the absence so far of any benefit-payment
experience during any sustained period of declining economic activity,
serious consideration must be given to the implications of that alter-
native estimate under which the trust fund would represent little
more than three times the highest annual disbursement which may be
expected for the ensuing 5 fiscal year period. Only after additional
years of benefit experience, including experience in periods of con-
trasting economic conditions, will it be possible to determined the
long-range adequacy of the trust fund with reasonable assurance.
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Moreover, neither the present nor the immediately prospective,
level of employment can be confidently considered representative of
what is likely to be the long-term experience. The probable futurelevel of benefit payments is high and the trend of such payments will
be an asending one over the next generation and longer. With pres-
ent benefit payments in tlh magnitude of $150,000,000 a year, the
actuarial analysis appearing on pages 14-16 indicates that over the
period of several decades the disbursemenh will be multiplied many-
fold in volume. Prudent management requires emphasis on the long-
range relationship of income and disbursements. Having regard forthese tong-range as well as for the short-range commitments, and also
for fiscal and economic relationships, the board of trustees believes
that the trust fund, augmented by contributions in accordance with
the schedule contained in the present law, is not excessive in size.
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