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LETTER OF TRANSMITTAL
BOARD OF TRUSTEES OF TIE FEDERAL
OLD-AGE AND SURVIVORS INSURANCE TRUST FUND,
Washington, D. C., March 1, 1953.
The PRESIDENT OF THE SENATE,
The SPEAKER OF THE HOUSE OF REPRESENTATIVES,
Washington, D. 0.
SIRS: We have the honor to transmit to you the Thirteenth Annual
of the Federal Old-Age and Survivors
Report of the Board of Trustees
Insurance Trust Fund, in compliance with the provisions of section
201 (b) of the Social Security Act, as amended.

Respectfully,

GEORGE M. HUMPHREY,

Secretary of the Treasury, and
Managing Trustee of the Trust Fund.
MARTIN DURKIN,
Secretary oJ Labor.
OVETA CULP HOBBY,

Federal Security Administrator.
ARTHUR J. ALTMEYER,
Commissioner for Social Security
and Secretary, Board of Trustees..
m

THIRTEENTH ANNUAL REPORT OF THE BOARD
OF TRUSTEES OF THE FEDERAL OLD-AGE AND
SURVIVORS INSURANCE TRUST FUND
INTRODUCTORY STATEMENT

The Federal old-age and survivors insurance trust fund was established 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 Secretary of the
who is also the managing trustee; the Secretary of Labor;
Treasury,
and the Federal Security Administrator. The Commissioner for
Social Security is secretary of the Board. This report is submitted
jointly
by the three trustees.
As required by law, the report describes the operations of the trust
fund during the fiscal year ended June 30, 1952, the expected receipts
and disbursements during the 5 fiscal years 1953-57, and the longactuarial status of the fund. It also discusses the effect of the
range
1950 and 1952 amendments on the operations of the trust fund.
Fiscal year 1952 was the first full year of operation of the Social
Security Act amendments of 1950 (Public Law 734, 81st Cong.) which
liberalized the eligibility requirements, raised the benefits, increased
the amount a beneficiary could earn in covered employment and still
receive benefits, and extended the coverage of the insurance program.
Both the income and the disbursements of the trust fund were subincreased by these amendments. The Social Security Act
stantially
amendments of 1952 (Public Law 590, 82d Cong.) which became law
soon after the close of the fiscal year reviewed in this report, provided
further increases in benefits and in the amount of covered earnings a
beneficiary
may have and still receive benefits, and extended the
period of active military and naval service for which old-age and
survivors insurance wage credits will be granted.
The operations of the trust fund are influenced by economic as well
as legislative developments. In fiscal year 1952 employment and
earnings continued to rise. Total civilian employment averaged
61.2 million, or 0.6 percent higher than in fiscal year 1951, and unem1.8 million as compared with 2.2 million in 1951.
ploymentinaveraged
civilian employment totaled about $165.7 billion, about
Payrolls
$12.7 billion above payrolls in fiscal year 1951.
The extended coverage under the 1950 amendments, combined with
the rise in employment and earnings, increased the number of persons
in employment covered by old-age and survivors insurance
reported
to about 58 million during calendar year 1951 as compared with 48
million during calendar year 1950. The estimated number of persons
in covered employment during calendar year 1952 is about 60 million.
Total taxable earnings reported for calendar year 1951 were $121
1
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billion ns coml)are(l with $87 billion in calendar year 1950; taxable
calendar year 1952 are estimated at $129 billion.
earnings in anl
(lisl)ursemlents of the trust fund rose to a new high in
Receil)ts
fiscal year 1952. T'he contribution income was $3,594 million, an
increase of $474 million over fiscal year 1951. Benefit payments rose
$484 million and totaled $1,982 million. The total number of
by
beneficiaries in June 1952 was 4,594,000 or 14 percent more than in
June 1951. Retirement beneficiaries (including entitled wives,
and children of old-age beneficiaries) numbered
depenllentinhusbands,
3,110,000 June 1952 or 13 percent more than 1 year earlier. There
were 1,484,000 survivor beneficiaries in June 1952 or 15 percent more
than in June 1951. 1)uring the fiscal year the trust fund received
interest of $334 million and increased its assets to a total of $16,600
million.
The economic consequences of hostilities in Korea, the defense
to
preparations, anl the programs for economic and military aid
other nations will have far-reaching effects on the operations of the
trust fund, both short range and long range. These consequences,
for example from higher money earnings in covered employresulting
nient, increased employment of women, and deferred retirement of
older workers, cannot be fully appraised at this time but as far as
in this report.
possible they areis taken intotoaccount
foresee economic developments during
Because it
difficult
the next 5 years, tle assumpl)tions on which tile Board has based its
estimates of the expected operations of the trust fund during this
period are subject to many uncertainties. In many respects developments over the much longer period covered by the discussion of the
actuarial status of the trust fund are even more uncertain. The
detailed report that follows, therefore, should be read with full recdifficulties of estimating future trust fund income and
ognition of the under
disbursements
changing economic conditions.
SOCIAL SECURITY ACT AMENDMENTS OF 1950 1
Tlhe 1950 amendments to the Social Security Act, which represented
the first major legislative changes in the old-age and survivors insurance program since enactment of the 1939 amendments, became
law during tlhe early part of the fiscal year ending June 30, 1951.
These changes in the law will have far-reaching effects on the level and
incidence of income and disbursements of the trust fund both in the
immediate and long-term future. Coverage was extended to a number of classes of employees as well as to most nonagricultural selfemployed persons hitherto excluded. The requirements necessary to
qualify for receipt of benefits were relaxed greatly. Benefit amounts
future beneficiaries were increased substanpayable Atoschedule
present ofandcontribution
rates was adopted which Congress
tially.
the
believedl will make
system self-supporting.
Tile more important changes significant from an actuarial stand-

in greater detail.
point will now bewasl)resented
extended compulsorily to regularly employed
1. Coverage
domestic and farm employees; most Federal employees not covered
under the civil-service retirement progt nm; the nonfarm self-employed

I Certain provisions in these nmeondments were further ehnnged In 1052. T'he changes which are r.gnlfis
cnnt from am nctuarlal standpoint are described In the following section, Social Security Aot amendment-

of 1052.
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other than doctors, lawyers, engineers, and members of certain other
professional groups; employees and the self-employed in Puerto Rico
and the Virgin Islands; and a few other small occupational classes.
In addition, two categories of employees were given the opportunity
to be covered on a voluntary basis-employees of nonprofit institutions
and employees of State and local governments who are not under
retirement systems.
2. Benefits are paid in certain circumstances in which no benefits
would formerly have been paid.
(a) The requirements for fully insured status wore liberalized by
new starting date for determining such status. This
introducing aenables
"new start"
many persons at least 65 years of age who did
not meet the former requirements to become immediately eligible to
receive retirement benefits. It also removes the disadvantage the
newly covered groups would otherwise have faced in acquiring
eligibility.
(b) Provisions defining dependency were modified to permit the
payment of survivor benefits to all unmarried children under 18 years
of age whose mothers were currently insured at time of death.
(c) Several new benefits for dependents and survivors of insured
persons wore added. Benefits equal to 50 percent of the primary
insurance amount are payable to a wife, under 65 years of age, of an
(primary) beneficiary as long as she has in her care a child
old-age
entitled to benefits on her husband's earnings. In certain instances
benefits are payable to the dependent husband, aged 65 or over, of a
retired female beneficiary, and also to the aged surviving dependent
widower of a deceased woman worker. Husband's and widower's
benefits are equal to 50 and 75 percent, respectively, of the primary
insurance amount.
(d) The provisions governihg the withholding of benefits because of
work in covered employment were liberalized. Eligible persons at
least 75 years of age can receive benefits regardless of the amount of
their earnings in covered employment. Those under 75 years of
age may earn as much as $50 a month in covered employment and
still receive benefits.
(e) Lump-aum death benefits are paid even though monthly benefits
are payable to survivors for the month in which the wage earner died.
(f) Monthly benefits are paid retroactively for a period up to 6
months prior to the month in which an application was filed provided
the beneficiary was eligible therefor.
3. Larger benefits will be paid to future beneficiaries as well as to
persons on the rolls.
(a) The maximum amotint of annual taxable earnings was raised
to $3,600.
(b) For persons having at least 6 quarters of coverage after 1950,
the average monthly wage may be calculated over all years after 1936
or after 1950, whichever yields the larger primary insurance amount,
except that in the case of Individuals born after 1928, the 1950 starting
(late must be used.
(c) For persons whose average monthly wage is calculated on the
basis of wages and self-employment
income after 1950, the monthly
primary insurance amount15 will be 50 percent of the first $100 of average monthly wage, plus percent of the next $200. The minimum
primary insurance amount ranges from $25 for persons with average
41517--GO S. Doc. 83-1, vol. 8--31
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wages between $35 and $50, down to $20 for persons with
monthly
average monthly wages below $31.
(d) For persons already on the beneficiary rolls, benefits were
increased I)y means of a conversion table contained in tile new amendments. This tnable increased primary insurance benefits by varying
from 100 percent for the smallest benefit to

percentages ranging
percent for the largest benefit. Where the wage earner lacks 6
quarters of coverage after 1950, benefits to future beneficiaries will
be base(l on an average monthly wage computed over all years after
1936. In all cases where the average monthly wage is computed over
all years after 1936, including cases referred to in subparagraph (b)
above, benefits will be computed by the old formula, except that no
1-percent increment will be included for years after 1950. The

50

amounts so computed are then increased by means of the conversion
table.
(e) Parent's benefits were increased to 75 percent of the primary
insurance amount. Child-survivor benefits wore increased so as to
pay to each child the sum of (1) 50 percent of the primary insurance
of the primary insurance amount, divided
amount, and (2) 25 percent
in the family. The amount of
beneficiaries
the
of
child
number
by
the llump-sum death payment was changed from 6 times the primary
insurance benefit to 3 times the primary insurance amount.
(f) The maximum monthly amount of family benefits payable with
smaller of $150 or 80 percent of the
respect to one wage record is tile that
the latter limit may not reduce
average monthly wage, provided
benefits below $40.
4. Wage credits of $160 a month are given to persons for each
month of service in World War II, unless benefits (other than ordinary
veteran's benefits) based on such service are payable by another
Federal retirement system. No provision is made to reimburse the
trust. fund from the general funds of the Treasury for the additional
costs arising from such wage credits. Accordingly these additional
costs are )orne )by tlhe trust fund.
The survivorship protection provided to certain World War II
veterans by the Social Security Act amendments of 1946 was not
the present amendments. However, the additional costs
by
clhanged
of thlise benefits which formerly were met from general funds will,
effective September 1, 1950, be borne by the trust fund.
5. Contribution rates for employees and employers are 13l percent
each on taxable wages for calendar years 1951-53; 2 percent each
for calendlar years 1954-59; 2% percent each for calendar years
1960-64; 3 percent each for calendar years 1965-69; and 3% percent
each thereafter. 'rhe contribution rates on self-employment income
are equal t6 1 ! times the correspon(ling employee rates.
The provision which was.fadded to the Social Security Act in 1943
to the trust fund from general revenues
authoriling appropriations
when neeIded to meet costs was eliminated.
SOCIAL^ SECUJRIT'Y ACT OF 1962
The 1952 amendments to the Social Security Act, which became
law during the early part of the fiscal year ending June 30, 1953,
as in the case of the 1950 amendments, affect the level and
will,
incidence of disbursements of the trust fund both in the immediate
annl long-term future. The important changes significant from an
actuarial standpoint are as follows:

FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST

FUND

5

1. Larger benefits will be paid to beneficiary families on the rolls
as well as to virtually all future beneficiary families.
(a) For persons whose average monthly wage is calculated on the
basis of wages and self-employment income after 1950, the monthly
be 55 percent of the first $100 of
primary insurance amount will
of the next $200. The miniaverage monthly wage, plus 15 percent
mum primary insurance amount is $25 for persons whose average
monthly wage is under $35, and $26 for persons with average monthly
wages from $35 to $47.
(b) For persons already on the beneficiary rolls whose benefits wore
determined by the conversion table, benefits were increased by the
use of a new conversion table in which all primary insurance amounts
in the table of the 1950 law were increased by $5 or 12% percent,
whichever was larger. This new conversion table will be applicable
in determining benefits for all future beneficiaries whose average
monthly wage will be computed over all years since 1936.
(c) The maximum monthly amount of family benefits payable with
respect to 1 wage record is the smaller of $168.75 or 80 percent of the
average monthly wage, provided that the latter limit may not reduce
benefits below $45.
2. The provision governing the withholding of benefits because of
work in covered employment was liberalized. The amount which
eligible persons under age 75 may earn in covered employment and
still receive benefits was increased to $75 a month.
3. The provisions granting wage credits of $160 for each month of
active military service during World War II were extended to cover
military service
during the period after July 24, 1947, and before
1954.
1,
January
4. Provisions were included which indicate a way of preserving
the insured status and accrued. benefit amounts of persons who become
permanently and totally disabled. These provisions have no actual
effect on benefit rights, since the provisions expire on June 30, 1953,
a date prior to the earliest time permitted for filing application.
The financial effect of these provisions was, therefore, ignored in the
estimates contained in this report.
Actuarial estimates, prepared at the time the 1952 amendments
were considered by Congress, indicate that on an intermediate basis
the level-premium cost of the system is 5.85 percent of payroll.2
Since according to this estimate these amendments did not affect the
actuarial balance of the program, the schedule of contribution rates
in the 1950 amendments which placed the system on a self-supporting
basis was continued by the Congress.
NA'TURE OF THE TRUST FUND

Amounts accumulated.under the old-ago and survivors insurance
program are held in the Federal old-age and survivors insurance trust
and financial operations under the program are handled through
fund,
this fund. The primary source of the fund's receipts is amounts
in or appropriated to it under permanent appropriation on
deposited
the basis of contributions paid by workers 'and their employers, and
by individuals with self-employment income, in employments covered
source: Actuarial Cost Estlmates for the Old-Ago and Survivors Insurano o Syatem as Modlfied bythe
Social Security Act Amendments of 1952, prepared
for the use of the Committee on Ways and Msana by
Hobert J. Myers, actuary to the committee, dated July 21, 1952.
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the old-age and survivors insurance program. All employees and
bly
their
employersrs iln eml)loymenlts covered by subchapter A of chapter 9
of the Internal Revenue Code (Federal Insurance Contributions Act)
or under State agreements made pl)usuant to section 218 of the Social
Security Act, as amended, are required to pay contributions with
respect to tle wages of individual workers, All individuals with selfincome covered by subchapter PE of chapter 1 of the
enl)loyment
Internal Revenue Code are required to pay contributions with respect
to their self-employmenlt income. In general, an individual's contributions are colputcd on annual wages or self-employment income,
or Iothl wages and self-employment income combined, up to a maximum of $3,600, with the contributions being determined first on the
wages and then on any self-employment income necessary to make
up the $3,600.
Except for amounts received by tlce Secretary of the Treasury under
State agreements and deposited in the trust fund, all contributions are
collected by the Bureau of Internal Revenue and are paid into the
Treasury as internal-revenue collections. Sums
equivalent to 100
under subchapter E of chapter 1 and subpercent of the taxes imposed
9 of the Internal Revenue Code are transferred
chapter A of chapter
to the trust fund from time to time on the basis of estimates made by
the Secretary of the Treasury. Proper adjustments are made periare subsequently found to
odically to the extent that theofestimates
differ from the actual amounts contributions payable.
Although the Social Security Act of 1935 fixed the contribution
rates for employees and their employers at 1 percent each on taxable
wages for the calendar years 1937-39 and provided for higher rates
rates
thereafter, subsequent acts of Congress extended the 1-percent
rates
rose
the
to
1949.
On
calendar
January 1, 1950,
through each foryear
in accordance with the
1Y2 percent
employees and employers,
provisions of the Social Security Act amendments of 1947. The
Social Security Act amendments of 1950 provide that these 1Y2-percent
rates shall remain in effect through calendar year 1953, and that the
rates shall rise to 2 percent each on January 1, 1954, to 22 percent
each on January 1, 1960, to 3 percent each on January 1, 1965, and to
3y percent each on Jananry 1, 1970. Beginning January 1, 1951-the
effective date of extension of coverage to self-employed persons-the
rates of tax on self-employment income are equal to 1~ times the
employee rates.
corresponding
The second source from which receipts of the trust fund are derived
is interest received on investments held by the fund. The investment
of the fund are described later in this section.
procedures
The Social Security Act amendments of 1946 added section 210 to
the Social Security Act. This section provided survivors insurance
to certain World War II veterans for a period of 3 years
)protection their
Forces. Section 210 (d)
discharge from the toArmed
following Federal
the Federal old-age
reimburse
authorized
appropriations
and survivors insurance trust fund for such sums as were withdrawn
to meet the additional cost (including administrative expenses) of
the payments under this section. Under the Social Security Act
amendments of 1950 this survivors insurance protection was continued, but the resulting additional cost was to be met from the
trust fund beginning September 1, 1950.
Public Law 642, enacted June 14, 1948, which amended the definition of the term "employee" as used in the Social Security Act,
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resulted in the exclusion from coverage of certain services previously
held covered. While the amended definition was made retroactive
to 1937, certain wage credits established under the former definition
will remain credited to the individual's account. The law authorizes an appropriation to the trust fund from general revenues equal
to the estimated total amount of benefits paid and to be paid that
would not have been paid had the amended definition been in effect
in 1937.
beginningLaw
Public
234, enacted October 30, 1951, amended the Railroad
Retirement Act to provide a new basis of coordinating the railroad
retirement program with old-age and survivors insurance. The new
legislation provides that the railroad wage credits of workers who die
or retire with less than 10 years of railroad employment shall be transferred to the old-age and survivors insurance system. The situation
will be unchanged for workers who acquire 10 years or more of railroad service. That is, the survivors of over-10-year railroad workers
will, as under the 1946 amendments to the Railroad Retirement Act
receive benefits under one program or the other based on combined
wage records, while retirement benefits will in most cases be payable
under both systems to individuals with 10 or more years of railroad
service who also qualify under old-age and survivors insurance.
With respect to the allocation of costs between the two systems,
Public Law 234 requires the Railroad Retirement Board and the Federal Security Administrator todetermine, no later than January 1, 1954, the amount which would place the
Federal Old-Age and Survivors Insurance Trust Fund in the same position in
which it would have been at the close of the fiscal year ending June 30, 1952, if
service as an employee after December 31, 1936, had been included in the term
as defined in the Social Security Act and in the Federal Insuraneo
"employment"
Contributions Act.
The legislation provides that beginning with fiscal year 1953, and for
each fiscal year thereafter, annual interest payments on this amount
(less any offsets described below) are to be transferred from the railroad retirement account to the trust fund. The legislation further
that at the close of fiscal year 1953 and each fiscal year
provides
thereafter annual reimbursements are to be effected between the railroad retirement account and the trust fund in such amounts as would
consideration the amount determined for the period
taking into
June
through
30, 1952, place the trust fund at the end of the year in
the same position in which it would have been if railroad employment
were covered under the Social Security Act. If the reimbursement is
from the trust fund to the retirement account the Federal Security
Administrator may offset the amount of mich reimbursement against
the amount determined for the period through June 30, 1952.
The Comptroller General of the United States, in a decision
(B-4906) dated October 11, 1951, held that receipts derived from the
sale of miscellaneous supplies and services may be credited to and
form a part of the trust fund, where the initial outlays therefor were'
paid from the trust fund. Formerly, these moneys were credited to the
eonenol fund of the Tllreasury as miscellaneous receipts.
Expenditures for benefit payments anjl administrative expenses
under the old-age and survivors insurance program are paid out
of the
trust fund. These expenditures for the fiscal year 1946 an- previous
years included such reimbursements to the Treasury for administrative expenses incurred under the program as were authorized by sec-
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tion 201 (f) of the act. Successive acts of Congress have modified the
in accounting for these expenses. Thus, during fiscal
procedures
and
1948 progressively increasing portions of the program's
1947
years
a(dlministrative expenses incurred by the Federal Security Agency were
directlyy to the trust fund and not reimbursed from the fund
charged
as they hadl been in the preceding fiscal years. Beginning with fiscal
all expenses incurred by all offices of the Federal Security
ye.ir 1949,
in carrying out the provisions of title II of the Social Seckrity
Agency
Act, as amended, are charged directly to the trust fund. Under the
President's Reorganization Plan No. 2, effective July 16, 1946, the
Federal Security Administrator certifies benefit payments to the
trustee, who makes the p)ayments from the trust fund in
managing
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 the fund to the account of
the disbursing officer of the Treasury.
With respect to wages paid prior to 1951, refunds to employees who
worked for more than one employer during the course of a year and
paid contributions on such wages in excess of the statutory maximum,
were made from general revenues. With respect to wages paid after
1950, these refunds will be paid from the Treasury account for
internal-revenue collections. The Social Security Act
refunding
amendments of 1950 direct the managing trustee to pay from time to
time from the trust fund into the Treasury as repayments to the
account for refunding internal-revenue collections the amount estimated by him to be contributions which are subject to refund with
after 1950.
respect to wages paid
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 permissible 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. Obligations of
these types may be acquired on original issue at par or by purchase of
outstan(ling obligations at their market price. In addition, the
Social Security Act authorizes the issuance of special obligations
to the trust fund. Such special obligations are required
exclusively
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 (ate of their
issue, borne by all intkrest-bearing obligations of the United States
debt (where such average rate is not a
forming a part of the ofpublic
the rate of interest on such special
multiple of one-eighth to1 bepercent,
the multiple of one-eighth of 1 percent
obligations is required
next lower than such average rate).
Interest on public issues held by the trust fund is received by the
fund at the time the interest becomes payable on the particular
series held. Interest on special issues is received semiannually-generally on June 30 and December 31. Public issues acquired by the
fund may be sold at any time by the managing trustee at their market
price. Special issues may )e redeemed at par pl)s accrued interest.
Interest receipts and proceeds from the sale or redemption of obligations held in the trust fund are available for investment in the same
manner as other receipts of the fund.
Interest earned by the invested assets of the trust fund will provide

income to meet

a

portion

of the benefit disbursements. Benefit

Table: Table 1.- Statement of operations of the Federal old-age and survivors insurance trust fund during the fiscal year 19521
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disbursements are expected to increase markedly over a long period
because the number of persons aged 65 and over will be increasing for
an increasing proportion of such aged
many decades, and because
persons will be qualifying for benefits under the old-age and survivors
insurance system.
On June 30, 1952, there were about 13,300,000 persons aged 65 and
over, a number equivalent to about 8 percent of the total population.
It is estimated that by the end of the century the number of persons
aged 65 and over may be double that on June 30, 1952, and represent
from 10 to 13 percent of the population. The effect on the finances
of the old-age and survivors insurance system of this expected change
in tlhe number of aged persons will be even greater than may at first
appear, because, compared with-the present situation. a much larger
persons 50 years hence is expected to be eligible
proportion of aged under
the program. The future financial soundto receive benefits
ness of this system, with its rising rate of disbursements, is of the
utmost importance to the millions of persons who are already within
its scope and to the Nation as a whole.
The trust fund, furthermore, serves in part as a reserve against
short-run fluctuations in total contributions and benefit amounts,
a margin of safety against relatively short-term contingencies
providing
to insure the payment of benefits without sharp changes in rates paid
These reserves will provide additional resources
by contributors.
a sudden increase in total benefit amounts or a sharp decline
against
in contributions, both of which could occur simultaneously during any
reversal in business activity.
FUND, FISCAL YEAR 1952
A statement of the income and disbursements of the Federal old-age
and survivors insurance trust fund in the fiscal year which began on
ended on June 30, 1952, and of the assets of the fund
Julythe1, 1951, and and
end of the fiscal year, is presented in table 1.
at
beginning
TABLE 1.-Statement of operations of the Federal old-age and survivors insurance
trust fund during the fiscal year 1952 1
SUMMARY OF OPERATIONS OF TRUST

Total rAsots of the trust fund, June 30, 1961 .......................................... $14,735, 600, 707. 01
Itccelpl), Ofscal year 1952:
Insurance contributions:
...... $3, 608, 66, a68. 22
Approprlatlons-$.
26,691,616.30
Deposits, arising from State agreeomonts.
''otal Insurance contrlbutlons- .. ..
...
....... $3, 694, 248,100. 62
....... ...
Transfers from general fund ............
3, 734,000.00
Ilotnibursoments for sole of surplus material, services, to
....
23, 908. 92
Interest on Investments........
333, 614 116. 23
Total 'ocolepts
.......
3,031, 620, 223.67
...........
I)sbursoimonts, 11scal yoar 1052:
...
........leonolft payments... ..--. .........
-...
1,82, 377, 418.11
Adulnilnstrative expo) sos
7(173,
, 377. 98
,
2067,
050, 79. 09
'Potul (llstbullrso nts
Not addition to trust fund .- . 8.....................................
1, 1,8,460.427. 68
1 W, 034l, 134. 69
'Total wssota of the trust lndt, Juno 30, 195...
......-..
On balis ofl )nlly Statement of the U. B. T'rasury,
--

.......

...

.

......

......

.....

..

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

.

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

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

....

The total receipts of the trust fund during the fiscal year 1952
amounted to $3,931.5 million. Of this total, $3,568.6 million reprosented amounts appropriated to the fund in accordance with tlhe continuing appropriations in section 201 (a) of the Social Security Act as
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amended on the basis of contributions paid under subchapter E of
chapter 1 and subchapter A of chapter 9 of the Internal Revenue
Code. An additional $25.7 million represented amounts received by
the Secretary of the Treasury in accordance with State agreements
made pursuant to section 218 of the Social Security Act as amended,
and deposited in the trust fund. The combined amount of $3,594.2
million,
appropriated or deposited, represented a 15-percent increase
over appropriations in the preceding fiscal year. This increase resulted from the fact that (1) insurance contributions from selfemplloyed
persons, to whom coverage was extended as of January 1,
were
1951,
payable at the time they filed income tax rattrns, Which
in most instances, occurred during January-March 1952; and (2) the
increase from $3,000 to $3,600 in tl;e nmximuIm amount of annual
taxable earnings became effective January 1, 1951, with the result
that thle higher maximum taxable amount which was in effect during
half of fiscal year 1951, was in effect during the entire fiscal year
only
1952. The other $337.3 million of receipts consisted primarily of
$333.5 million of interest on investments of the fund and $3.7 million
transferred from general funds of the Treasury in accordance with
section 210 (d) of the Social Security Act, as amended in 1946 and
in effect prior to the enactment of the Social Security Act amendments of 1950.
Disbursements from tile trust fund during the fiscal year 1952
total $2,067.1 million, of which $1,982.4 million consisted of benefit
for administrative expenses of tile insurpayments, and $84.7 million
ance program. The total amount of benefits paid during the fiscal
year exeede(ld benefits paid in the fiscal year 1951 by 32 percent.
This increase was due chiefly to tile fact that provisions of the Social
Act amendlments of 1950, which were effective during the
Security
entire fiscal year 1952 but. during only part of fiscal year 1951, resulted
in (1) a larger number of persons drawing benefits primarily because
of the liberalized qualifying requirements, and (2) higher benefit
amounts payal)le to all beneficiaries.
Administrative expen(lditures of the fund were 2.4 percent of contribution income and 4.3 percent of benefit payments during fiscal year
1952. Figures for each of the years 1941-52 are shown in.table 2.
'The (listril)ution of benefit payments in fiscal years 1951 and 1952
l)y type of benefit is shown in table 3. Approximately 78 percent of
the total benefit payments from tile fund in the fiscal year 1952 were
accounte(l for by monthly benefits to aged persons-retired wage
earners and their wives (including a relatively small number of wives
under age 65) or dependent husbands, and aged widows, dependent
wridowers, an(i dependent. parents of deceaese(l wage earners. Approxi1.9 percent of the 1952 benefit payments represented monthly
mately
benefits oln behalf of children of deceased or retired workers and payments to llothers--)practically all of them un der age 65--who had
children of deceased wage earners in their care. lhe balance of the
benefits paid in the fiscal year 1952 consisted of lump-sum1 payments in
cases where the insured individual died before September 1950 leaving
no survivor immediately eligible for monthly benefits, and in all cases
where the insured individual died after Aiugtlst 1950.

Table: Table 2.- Relationship of administrative charges against old-age and survivors insurance trust fund to old-age and survivors insurance contribution income and benefit payments

Table: Table 3.- Estimated distribution of Treasury disbursements for benefit payments under the old-age and survivors insurance program, by type of benefit, fiscal years 1951 and 1952
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TABL, 2.-Relationship of administrative charges against old-age and survivors
insurance trust fund to old-age and survivors insurance contribution income and

benefit payments

Administrative charges

againstfundthe
trust

centage of-

Fiscal year

Control

OASI

as a per.

Fiscal year

_

Benefit

income
1941 .....-...-..---------.
3.9
.0
1942......................
2.4
1943 ......----.......
2. 5
1044..-... ..--2.1
1W5...................
3. 0
1946 ....-..
..------.

.-----

payments
Bmeft
41.7
24.3
18.4
17.7
11.2
11.7

Administrative charges
the OASI
against
trust fund as a per.
centage of-

Contri

Bnt

butior
income

payments
Payruets

2.8
9. 6
......8...
2.9
9. 3
1948..---------...-..1949 .....................
&8
3.2
1950 ...---.............
2.7
7.8
1951 -............--...
2.3
4.7
1962
2.4
4.3
................
1947 ......-..

.-

TABLE 3.-Estimated distribution of Treasury disbursements for benefit payments
under the old-age and survivors insurance program, by type of benefit, fiscal years
1951 and 1952
(Amounts In milllonsj
Type of benefit

,.,
Amount
Amou AmoPercent
of total

Total. .......
$1, 498.1
1.452. 0
Monthly benefits .............................
workers
or
66
891.1
.
over)
Old-age (retired
.....----...-.---Wife's or husband's (wives or dependent husbands, 65 or
over, of old-age beneficiaries, or their wives regardless of
138.
.
age if cal ing for chill beneficiary).
Widow's or widower's (widows or dependent widowers 66
or over ol workers) .......-.......--..
128.1
Paren ts dependentt parents 05 or over of deceswosed
6. 2
workers)
9. 4
...
Chill's (children under 18 ol old-age beneficiaries)
Child's (children under 18 ol deceased workers).....-210. 6
Mother's (widows or depond(nt divorced wives of deceased
workers carlnR for child beneficiaries) ..--..-...---.8.68
Luimp-rum benefits (wage earner died after August 1950, or before September 1950 wltn no survivor Imlmediately eligible for
45.6
monthly benefits).......................
.........

I Less than 0.6 percent

..

1952

1951

100

$1.92.4

97

1.924.1
1,191.4

69

1
14
6

182.0
169.8
9. 4
11. b
274.3
86. 7

3

68.3

9

()

9

Percen,
f total
100
97
60

(1)

9
9
1

14
4
3

At the end of the fiscal year'1952, approximately 4.6 million persons
in about 3.3 million families were receiving monthly benefits at an
annual rate of $1,941 million. At the end of the preceding fiscal year,
the monthly benefit rolls included 4.0 million persons in about 2.9
million families to whom monthly benefits were being paid at an
annual rate of $1,725 million. Average monthly family benefits at
the end of June 1952 were, in most cases, slightly lower than the
a year earlier (table 4). This decrease is
corresponding averages the
explained primarily by
proportionately larger number of beneficiaries whose benefits were based on the lower average earnings of
persons who were insured only because of the liberalized insured
status provisions of the 1950 amendments. Paymentts to retired
workers with no dependents receiving benefits averaged $40.10, a
decrease of 80 cents. The average for a retired worker and his aged
wife was $70.10, 30 cents less than a year earlier. For survivors,

Table: Table 4.- Estimated number of families and beneficiaries receiving benefits and average monthly family amount, by family group, end of fiscal years 1951 and 1952

12

.7- .- .

FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND

payments to aged widows averaged $36.00; families made up of a
widowed mother and one child averaged $77.50; widowed mothers and
2 children averaged $93.80.
TARIME 4.-Estimated number of families and beneficiaries receiving benefits and average monthly family amount, by family group, end of fiscal years 1951 and 1965
Family cla sifleation of beneficiaries

Juno 30, 1961

Number
of fanl
ilies
(In thou
sands)

receiving benefits

....--- .
..-....
.Total..
2,869.0
2090.7
Retired-worker families-.--..
Worker only....-----......-----...-- 1,478.8
Male .-..-----.--.-------1,091.1
38.
Female ....
05
.5
Worker and wife aged or over -...6
Worker and wile under age 6. I ...--.
2.4
Worker and aged dependent husband.
10.2
........
Worker and I child...6
Worker and 2 or more children...-.-Worker, wife aged 65 or over, and I or
more children -...4
....
.
Worker, wife under age 65, and I or
24.3
more children........--..--.
778.3
Survivor famills..........-......Aged widow ...........---- --------- 30.1.2
dependent widower.-----.--,.
Agedl
2.5
Widowed mother only ...--.....
88.6
Widowed mother and child .........
67.
Widowed mother and 2 children.67.
Widowed mother and 3 or more chil-----.3. 8
dren......4....divorced wife and 1 or
Dependent
.1
more children..-----.-----...-128. 0
1 child only.....---- -----.-..--60.
2 children ...... 5.-.
.........
19.1
3 chiklren.....-.--....-. .......-.- ..
22.0
4omo ore children ......-.....-... .14. 7
1 aged dependent parent ....-----.
2 agcd dependent parents-...--.-.1.1.1
-

..

.

-

June 30, 1952

Number Avorage Number Number Average
of bene- monthly. of fam- of bene- monthly
ficlaries amolint
illes
,elalies anmnt
per
(In thou- (I thou.
((in thou.
per

sands)

family

4,033.

..........

2748.2

----

1,478.8

1,091.1
387. 7

1 137.0
1.0
4.8
20. 4
17. 6
1.3
87.8

1,286.4
360. 1
.2
2.6
177.2
172. 6
188.3
.2

128.0
101.2
67.3
01.0
14.7
2.2

$40.90
43.50
33.60
70. 40

62. 40
61.30
6. 80
74.80

93 40
73.10
----

36.20
30.60
36.60

77.10
93.80
92 20
91.60
36. 0
60.40
76.70
82.80
36. 80
72.10

sands)

sands)

family

..7
4,693.8 . .........
3.109.8
40.10
1,691.7
1,194.4
43.20
497.3
497.3
32.80
6
633.
70.10
1,267.0
. 4
.8
58. 40
3.4
6.8
62.10
7. 3
14.6
61.60
17. 4
67. 70
6.0
.8
2.
78 0
109.0
30.2
7690
904 1,484.0
421.3
421.3
3. 00
.4
.4
30.00
3. 5
3. 6
35 80
94.6
189.2
77.0
62.6
93.80
187.6
248.6
9. 0
63.2
.2
96. 20
.4
154.1
36.20
154.1
115.4
61.30
67.7
20.7
6.1
78. 30
19.2 11. 0
80.70
3 80
17. 4
17. 4
1.6
2
71.60

2,372.3
1,691.7
1,194.4

.......

.....

I Benefits of children were being withheld.
NOTr.- Estimntos were prepared October 1952.

The total assets of the old-age and survivors insurance trust fund
amounted to $14,736 million on June 30, 1951. These assets increased
to $16,600 million by the end of the fiscal year 1952, as the result of
an excess of receipts over disbursements amounting to $1,864 million
the fiscal year. 'able 5 shows a comparison of the total assets
during
of the trust fund and their distribution at the end of the fiscal years
1951fand 1952. The assets of the fund at the end of the fiscal year 1951
consisted of $16,273 million in the form of obligations of the United
States Government, $112 million to tho credit of the fund account, and
$215 million to the credit of the disbursing officer.
The Governilment obligations held in the trust fund consist of special
certificates issueC directlyy to tile fund and bonds issued to the public.
The asset value of thle special certificates is their par value. The asset
value of the bonds, as carried on the books of the 'reasury Department,
is the book valute- -par value plus unamnortize(d premium outstanding.
In accordance with the provisions of section 201 (c) of the Social
Security Act, as allen(led, the managing trustee invested during fiscal

Table: Table 5.- As ets of Federal old-age and survivors? insurance trust fund by type, a end of fiscal years 1951 and 19521
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portion of the assets of the trust fund which, in his
year 1952 that
was not required to meet current withdrawals. This secjudgment,
tion provides that direct obligations of the United States Government
as well as obligations guaranteed as to both principal and interest
by the United States may be acquired through purchase of outstanding
obligations in the open market or on original issue at par. Prior to
fiscal year 1948, and again beginning with fiscal year 1951, investments
made for the fund consisted only of direct obligations of the United
States purchased on original issue. During each of the fiscal years
1948-50, however, investments included purchases of outstanding
of the United States in the
market.

obligations

open

TABLE 5.-Assets

of Federal
old-age and survivors' insurance trust fund by type,
end of fiscal years 1951 and 1952
June 30, 1961
Par value

Investments:

2],-percent bonds of 195962....
26r-peroent bonds of 1962-67..--.
2Y6-percent bonds of 1963-68......
2>i-pIercent bonds of 1961-69......
2t-lpercent bonds of 1965-70 .....
2%-percent bonds of 1966-71......
2 -percent bonds of 1967-72.....
2)4-percent bonds, investment

.........
serp B,7-175, 80 .
Total public issues...........
Bpeclal issues certificatess of lndebtedness):
2b-percent oertlficates: Maturing June 30, 1952. .........
24.-percont certificates: Maturing June 30, 1953 ..............
Total special Issues ........
Total investientas ..........
Unlnvested balances:
To credit of fund account ........
To credit of disbursing officer .......
Total assets
--

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

$4,205, 000
58,650,000
11, 480,000
83, 64,000
455,447 500
305,677, 500
115, 121, 250

Book value

$4, 217, 682.4
58, 846, 53. 11
116,714,225.67
84, 022, 63 33
455,942,766.37
305,820,254. 6
117. 099. 166. 1

a

June 30, 1962

Book. value'

Par value'

$4, 205,000
58,650,000
116,480,000
83,654,000
455,447 500
305, 677, 500

$216,170.33
68,828,6609.19
11, 095,487.63
83,991,789. 09
455,097,390.21
305 810 737.66
116. 979. 292 4

115. 121,250

1,081, 90, 00 1, 'd3, 835, 694. 2 1,081,902,000 1,083, 718,654. 6
2, 221,137, 250 2,226,498,963.98 2, 221,137, 250 2.226, 161,191.12
._

_

12, 096 300, 000 12, 09 300, 000.00 ..............
14,046,9 00, 0 14, 04 900, 0.00.
12, 096300, 000 12 096.300, 00. 00 14,04, 900,000 14,046, C, 0oo,O0
14.317,437, 250 14,322. 798,63.98 16 268 037,250 16,273,051,191.12
............
............

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

212,311,394.10
200456,348 93

....

....

...

....

....

...

112,101,803.47

214, 883, 140.00
16,00t 036,134. 59

14, 735, 566. 707. 01
-

-

-

-

t On basis of Daily Statemnent of the U. 8. Treasury.
J Par value plus uwamorti.od premium outstanding.

The par value of the not increase in the investments owned by
the fund during the fiscal year 1952 amounted to $1,951 million.
New securities whose gross purchase price totaled $15,855 million
were acquired through the investment of receipts of the fund and the
reinvestment of funds made available from the maturity of securities
the year. The par value of securities redeemed during the
during
fiscal year waa $13,904 million consisting of $12,096 million of 2,percent special certificates of indebtedness and $1,808 million of 24percent special certificates of indebtedness. All of the new securities
acquired (uring the year were in the form of special certificates of
indebtedness, $1,808 million of which were redeemedx during the
year and $14,047 million of which mature on June 30, 1953. These
certificates were acquired at par and bear an interest rate of 24
percent. This rate was determined by the average rate of interest
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the interest-bearing public debt which prevailed at the end of
tlhe month preceding the date of issue of these securities.
Th'e average rate of interest on the interest-bearing public debt
at the end of a month, which determines the interest rate at which
the trust fund during the following
special obligations are issued to the
with
in
varies
composition of the public debt
month,
changes
and with changes in the particular rates of interest on different classes
of securities. During the period August 31, 1947, to May 31, 1951,
the average rate of interest on the public debt fluctuated between
2%tand 2% percent with the result that all special obligations issued
to the trust fund beginning with September 1947 and ending with
June 1951 carried an interest rate of 218 percent. On June 30, 1951
tlhe average rate of interest on the public debt was 2.270 percent and
during the following fiscal year showed a slight upward trend, reaching
2.310 percent on May 31, 1952. Because the rate exceeded 2}Y
percent but remained less than 2 percent at the end of each month
in the period from June 30, 1951, to \May 31, 1952, the interest rate
on all special issues acquired during the fiscal year was 21} percent.
on

,STATEMENT OF THE EXPECTED OPERATIONS AND STATUS OF THE TRUST

FUND DURING FISCAL YEARS 1953-57
The Board of Trustees is required under the provisions of section
201 (b) of the Social Security Act, as amended, to report each year to
the Congress on the expected operations and status of the trust fund
during the next ensuing 5 fiscal years. The Board is required to include in tile report estimates of both the income and the disbursements
of tlhe trust fund in each of the 5 years.
The income of the fund depends on the amount of taxable payrolls
and self-employmenit income, in covered industries, rates of co tr bu-

tions, and interest earnings of the fund. The disbursements fit m the
depend on the number of persons eligible for benefits, tie proportion who apply for and receive benefits, and the amounts of benefit
to which they are entitled on the basis of past earnings. Consequently,onboth tile income and the disbursemnents of the fund not only
depend the legislative provisions but they are also af'fctpd by the
economic conditions.
general
Estimates of tihe income and disbursements of the trust fund for
each of the 5 fiscal years 1953-57, together with the resulting assets
of the trust fund at the beginning and the end of each year, are prosented in table 6. In addition, the figures on actual experience in
fund

earlier fiscal years are shown.

Table: Table 6.- Operations of the Federal old-age and survivors insurance trust fund, fiscal years 1937-57, subject to the as umptions and limitations stated in the text1
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of the Federal old-age and survivors insurance trust fund,
fiscal years 1937-57, subject to the assumptions and limitations stated in the text

TABLE 6.-Operations

Fiscal year

(In millions)
Transactions during period

Fund at
Income
beginof
nlng
periodl
A
l- Interest
Total

on investAproPriaons ments

Past experience:
-.--- $24,000
744
1911------------ $1,745
967
1942-......---..2,398
1913 .....---.-3,227 1,218
1944--.. ..----1,395
1945 .-.--.-5,446 1,434
1946 ....-.---6,613 1,386
1947 --7,641 1,623
1948 ..-8,798 1,807
1940
10,047 1,924
.
1950 .-.......11,310 2,367
1951 ----..- ------ 12,893 3,411
1952.--------14, 736 3,932
Estimated future experience:
.---19.53. ..-16, 600 4,402
1954------------ 18,351 4,745
1955:
Alternative I--- 19,927 6,241
Alternative II. 19,927 , 826
1966:
Alternative I-_ 22,611 6,368
Alternative II- 22,027 5,755
1957:
Alternative I.. 25,06 6,910
.

.-

-

-

-

--

-

Alternative II.-

23,557 5,875

a

$21,862

688
896

1,130
1,292
1,310
1,238
1,460
1,617
1,694
2,110
3,124
3, 698
4,007
4, 313

6, 770
5,361
6,830
5,251

6, 326
5,340

Disbursements
Total

$2,138 $7,400
91
68
71
87

103
124
148
163

191

230
257
287
334

137
177
217
267
358
466
559
681
784

expenses

$8,856
64

110
149
185
240
321
426

612

607
727

2,067

1,569

1,498
1,982

395 2 651

2,560

3,169
471 3,557
465 3,720
528 3,905
432

604 4,225
684

4,232

635 4,582

Fund at

end of
in- period
Net
crease
AdminBenefit
pay- istrative n fund
ments

3,079
3,467
3,631
3,813
4,133
4,138
4,490

$544 $16,60 $18,00
53 2,398
27
27
27

133
27
37
41
47

53
57
70
85

91
90
90

95

92

92
94

92

830

1,041
1,178
1,167
1,028
1,157
1,248
1,263
1,583
1,843
1,84

3,227
4,268
5,446
60 613
7,641
, 798
10,047

11,310
12,893
14,736
16,600

1,761

18, 51
19, 927

2,684
2,10
2,453
1,53
2,678
1,293

22,61
22,027

i, 57

25,064
23,657
27,742

24,850

I In interpreting the estimates in this table, reference should be made to the accompanying text wlich
describes the underlying assumptions. Past experience on basis of Daily Statement of the U. 8. Treasury.
Estimates
were prepared February 1953.
J Totals shown in this and other columns do not necessarily equal the sum of rounded components.
t Include insurance contributions, adjusted for refunds, and transfers from general funds equivalent to
additional payments arising from the extension of survivors insurance protection to certain veterans of
World War II (Social Security Act amendmouts of 1946). Estimated contributions for fiscal years 1953-57
are based on statutory rates,
4 Includes profits on marketable investments amounting to'$183,668 In 1949 and $8,934 in 1950.
I Represent charges against trust fund In respective fiscal years: administrative expenses after adjustment
for bookkeeping transfers, were about $30 million in fiscal year 1944 and about $29 million in fiscal year 1915.

For this report, it is assumed that the present statutory provisions
relatihg to old-nge and survivors insurance will remain unchanged
the period under consideration. The computations of
throughout
tax income are based on present statutory rates of contribution which
are 1% percent each on employer and employee on wages paid during
the calendar years 1952 and 1953 and 2 percent each during the
calendar years 1954 through 1957; and 2% percent on the taxable
income from self-employment in calendar years 1952 and 1953 and
3 percent in calendar years 1954-57.
In table 6 single esimates are given for fiscal years 1953 and 1954
but for fiscal years 1955 to 1957 two sets of estimates are presented
based on alternative economic assumptions. Alternative I shows the
effect of assumption spostulating a relatively high level of economic
alternative II shows the effect of the assumption of a someactivity;
what lower level of economic activity.
Alternative I, which shows a relatively large increase in trust-fund
assets, is based on the assumption that a high level of employment and
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earnings is maintained through calendar year 1954, with a mild
economic recession beginning early in 1955. The period of recession
is assumed to be brief and recovery fairly rapid, beginning after
June 1955. Employment and earnings are then assumed to continue
to increase through 1957. The earnings of the self-employed are
assumed to follow a similar pattern. Benefit disbursements are
assumed to increase substantially, primarily because of the long-range
upwp.rd trend in the number of beneficiaries, and partly because of the
comb nde effect of the alternative method of computing benefit
amounts, which became effective in calendar year 1952, and the higher
benefit amounts payable under the 1952 amendments
Under alternative I, aggregate income during the period of 5 fiscal
years ending in 1957 would amount to $28.7 billion, including $26.2
billion in contributions and $2.4 billion in interest. Aggregate disbursements for the period would be about $17.5 billion with the highest
about $4.2 billion. The trust fund at
expected annual disbursement
the beginning of the fiscal year 1953 would amount to about 3.9 times
the highest expected annual disbursements during the succeeding 5
fiscal years.
The other set of estimates for fiscal years 1955-57, alternative II,
is based on the assumption of ai' economic recession beginning in the
latter half of calendar year 1954 and becoming somewhat more
severe than that assumed under alternative I, and with less rapid
end of 1956. As a result, estimated taxable
recovery and
beginning at the
earnings of the self-employed in the periods affecting
payrolls
tax collections during fiscal years 1955-57, and therefore estimated
contributions, are lower under alternative II than under alternative I.
Estimated benefit disbursements, on the other hand increase more
under alternative II than under alternative I because a larger
rapidly
number of older workers withdraw from or are unable to find jobs in
covered employment.
The aggregate income of the fund for the 5 fiscal years 1953-57
under alternative II would amount to $26.6 billion, including $24.3
billion in contributions and $2.3 billion in interest. Aggregate disbursements would be $18.4 billion, with the highest expected annual
disbursement about $4.6 billion. Tho trust fund at the beginning of
the fiscal year 1953 would amount to about 3.6 times the highest
expected annual disbursement (luring the period.
l'Public Law 234, enacted October 30, 1951, amended the Railroad
Retirement Act to provide a now basis of coordinating the railroad retirement program with old-age and survivors insurance. A description of the legislative provisions governing the allocation of costs
between the two systems is contained iii an earlier section of this rethe Trust Fund." Both agencies are jointly
port entitled "Nature ofthe
engaged in conducting
necessary actuarial studies and analyses
required by these financing provisions. Pending their completion,
the estimates shown in table 6 have not been adjusted to reflect the
effect of future transfers between the railroad retirement account and
the trust fund.
Public Law 642, enacted June 14, 1948, which amended the definition of the term "employee" as used in the Social Security Act, resulted in the exclusion from coverage of certain services previously
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held covered. While the amended definition was made retroactive to
1937, certain wage credits established .under the former definition reinained credited to the individual's account. The law authorized an
to the trust fund from general revenues equal to the
appropriation
total amount of benefits paid and to be paid, as estimated by the
Federal Security Administrator, that would not have been paid had
the amended definition been in effect beginning in 1937. An estimate
was prepared and submitted to Congress based on the provisions of the
Social Security Act in effect prior to enactment of the 1950 amendnments. A revised estimate reflecting recent legislation is in course of
preparation and, accordingly, income from this source is excluded
from the appropriations shown in table 6.
The 1950 and 1952 amendments to the Social Security Act contain
provisions which substantially affect benefit payments. The 1950
legislation provided for (1) an increase in benefits averaging about
777 percent. to old-age insurance beneficiaries on the rolls on August
31, 1950, and also increased benefits to all future beneficiaries; (2)
more liberal insured status requirements which made about 675,000
persons, aged 65 or more, immediately eligible for old-age insurance
benefits; and (3) the removal of the work clause entirely for persons
at least 75 years of age, which made it possible for about 75,000
persons to receive old-age insurance benefits who otherwise would
not have received them. The 1952 legislation provided for a further
increase in benefits. As a consequence of these and other provisions
benefit disbursements during the 5 fiscal years 1953-57 will be on a
much higher level than the benefit disbursements made under the
old law.
During the next 5 years, benefit disbursements, like contributions,
will be dependent to a considerable extent upon economic developments and so will have a considerable range of possible variation.
The number of workers in covered employment, their distribution
among different classes of workers (e. g., older workers, very young
workers, women workers not previously engaged in covered employment, etc.), and the level of wages will all have a decided effect upon
the amount of benefit payments to be anticipated.
In general, the larger the volume of employment the larger will be the
number of workers who are insured under the program, and therefore
the larger will be the number of deaths which will give rise to valid
claims for survivors' benefits. However, over the short range the
amount paid out for survivors' benefits will not be affected significantly by variations in economic conditions. While favorable opportunities for employment will operate to increase the number of insured
persons, and hence increase the number of new death claims, such a
high employment situation will tend to have counterbalancing effects
such as that of inducing many of the widows and older children eligible
for survivors' benefits to forego them by working in covered employment, On balance, the amount paid out for survivors' benefits over
the next few years will differr so little whether the economic conditions
of att.!rnative I or alternative II are assumed that a single set of
estimates is deemedd appropriate for both alternatives (table 7).

Table: Table 7.- Treasury disbursements for benefit payments, distributed by clas ification of beneficiaries, fiscal years 1941-57, subject to the as umptions and limitations stated in the text1
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TABT,T 7.-- Treasury disbursements for benefit payments, distributed by classification
of beneficiaries, fiscal years 1941-67, subject to the assumptions and limitations
stated in the text

Fiscal eart

Past disbursements:
19011-.........--...
..-----1912.-..--

1943 ...
........
1014 ..- ......--1045................
104

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

1917................
1948...............
9l1n................

19.)
1051

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

1952.. ..........
Estimated future disbursements'
1953..............
1951..... ...........
--

1955

Alternative 1...
Alternative 11956'
Alternative 1_.
AlternativeI1..
1957Alternative I..
Alternative1..

I In millions

Disbursed to survivors of deceased Insured
workers
Total

benefit
disburse
ments

Disbursed
Monthly benefits
Dlsbursed to depend.
_--_
to old-age
ents ol
benef.
Aed wid. Widowed
old-age
benefl
cdarlte
ows de.
mothers.
clarles
pendent
depend.
Total
widowers, ent dl.
and devorced
pendent wives and

parents

$64.3

110.3
149.3

184.6
39.8
320. 5
425.6
1.7
,07.0
727.3
1, 49.1
1.982.4
.

$31.4
54.9
72.4
86.8
109.1
153.9
19.2
'72. 4
333.0
412.6
891.1
1.191.4

$.3

9.6
12.7
16.2
19.2

57.7
71.2
148. 0
193. 6

3,467
3., 631

2,149

3,81:;

2,362
2.644

371
410

2,561

405
448

4,133

4,138

4, 490

1900

2, 293

2, 89

246
297
336
356

q5.8
113.4

17.7
24.7

139.4
1605
184.0

47.5

1, 73

$1.5
4.1
7.9

31.6
47.5
.6

27.2
38.4

2, 60
3 07

$15.3

mental

children

$13.8

27.6
39.6
61.6
68.1
88.7
105.6
116.8
128.4
140.2

$12.8
14.1
16 7
19.0
26.7
2 0
28.6
31.3
32.2
34.0
4. 5
68.3

209.4
5W2

134.3
179.2

279.2
360.0

666

233
289

433

602

76
91

338

547

97

390

687

102

1
J
77
J

33.8
43.7
65.6
69.3

sump
'-e

413.

71

1

12.1

m

sump-

23

I In Interpreting tho estimates In this table, reference should be made to the accompanying text which
describes thetunderlylngnasumptlons. Estimates were prepared February 1953.
3 Totals do not necessarily equal the sum of rounded components.
Partly estimated.

On the other hand, the lower the level of employment during the
next 5 years the larger will be-the volume of benefit payments to
retired workers who have attained age 65, and to their'eligible dependents. As is indicated in table 8, a considerable proportion of the
workers aged 65 and over who were eligible for old-age (primary)
benefits in the past remained in covered employment (or, if they left
coveredemployment, later returned to it) an(I did not receive benefits.
Since fiscal year 1945, however, this proportion has decreased as the
number of retired workers receiving benefits increased relatively more
than the number eligible for old-age benefits. The proportion
rapidly
of eligible workers receiving benefits on January 1, 1951 (table 8),
would probably have been higher if it had not been for the fact that
for a large number of workers newly eligible as a result of the liberalized
insured status provisions of the 1950 amendments, claims for benefits
had been received but had not yet been completely processed.

Table: Table 8.- Workers eligible for and receiving old-age (primary) benefits by at ained age, fiscal years 1941-57, subject to the as umptions and limitations stated in the text1
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eligible for and receiving old-age (primary) benefits by attained
age, fiscal years 1941-57, subject to the assumptions and limitations staled in the

TABLTE 8.-Workers
text

All workers aged 5 and

Workers aged 70 and over

over

Middle of fiscal

(Jan. 1)

Persons recelv-

ng- Iets
Num.
bor
ell--gible for

year

bene-

fits I

Persons recelv.

Num ng benefits ber
Num.
ber el-ell.-

I

Percentgilen for
Percent
eor
g

----

gible for
Percent
Percent
ben

Num- of num-.
Num- of number
b erer ber
el-eli-

gible

Persona recelirIng benefit

elble

Pezrent
number obergible
eli.

Num-

Thwu- ThouW
Thoth- ThouThou- Thousands sands Percen
e
Past experience:
PaPerce
and sands Percent
stands sands
16
112
28
648
20
1041 ...-...,.
23
172
376
86
1942.- . .........
445
28
680
200
29
235
66
134
30
3
31
1943..................
831
260
22
163
107
29
309
37
306
608
1944................. 1,016
30
16
151
20
408
39
211
30
378
708
24
636
1945................. 1,244
167
46
30
618
35
664
805
212
26
1946................. 1, 469
430
66
702
43
1047................ 1,637
868
271
31
769
62
550
813
48
875
930
325
883
1048................. 1,
36
67
63 1,000
380
38
990
1949...............
1,048
668
1,990
74
1950.-2-----,
44 1,095
812
69 1,069
16---474
2,164 1,286
77
69 1,660
721
43 1,366 1,050
...............
3,026 1,771
195183
66 1,833
942
61 1,600 1,337
1952................. 3,439 2,278
Estmnatod future exper.

ience:
1953.................
1954 ...........
1955:
Alternative I...
Alternative II.
1956:
Alternative I._.
Alternative I-.
1957:
Alternative I.
Alternative II..
.

-

4,076

2,646
3,005

4,805

3,305
3,605
3,665
3,895
3,796

4465

4, 78

5,105
6,055
6,385

6, 310

4, 170

1,060

6
67
69

2,160

73

2 435

1,440

70
77
70
79

2, 640

1,360

2,316

2,445

2 610
2, 610

2,670

1,195

1, 295
1,606

1, 405
1, 80

49
62
63

69
64
64
4
65

1,925

2160

2,360

2,350
2, 65
2 646

2,775
2, 740

1,585
1,810
2,010
2,065
2,205
2,290
2,390
2,490

82
84
85
88
80
90

86
1

I In interpreting tho estimates in this table reference should be made to the accompanying text which describes the underlying assumptions. Estimates were prepared Februnry 1953. No adjustments have been
made to reflect changes arising from (1) provisions that coordinate the old-ago and survivors insurance and
railroad retirement programs, and (2) wage credits fcr military service.
3 Figures for 1941-62 are partly estimated.

of eligible workers receiving benefits on
Although the proportion
1, 1953, is islower than it was a year earlier, the upward trend
January
in this proportion expected to continue even under the favorable
conditions assumed in alternative I. Many persons in
employment
covered
newly
occupations, with little or no covered employment
before 1951, became fully insured for the first time in 1952; Since
these newly insured persons were fairly regularly employed, relatively
few filed application for old-age (primary) benefits, thus depressing
the proportion of all eligible persons in receipt of such benefits on
January 1, 1953.

If the lower employment conditions assumed in alternative II
should materialize,
it is expected that larger proportions of eligible
workers will bo obliged to leave covered employment especially at
ages 65--69. Hence, despite a slightly smaller number of eligible
the number receiving old-age (primary) benefits under
workers,
alternative II would considerably exceed that under alternative I.
Moreover, it is expected that the average old-age (primnay) benefit
amount payable under alternative II would excood the average under
alternative I, inasmuch as many of the more steadily employed, and
therefore higher paid, older workers who would not withdraw from
41517 -56 S. Doc. 83-1, vol. 8--32
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covered employment under the conditions of alternative I would not
be employed tinder the conditions of alternative II. In consequence,
alternative II would result in a substantially higher volume of benefit
payments to old-age (primary) beneficiaries and their dependents.
'able 8 contains an analysis of workers eligible for old-age (primary)
benefits by age attained as of the middle (January 1) of each
of the
fiscal years 1941 through 1957. 'lhe growth in the number of eligible
workers aged 65-69 was gradual but uninterrupted during the calendar
1941 to 1949, inclusive. This growth resulted partly from the
years
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 had fully insured status. In the calendar year 1940,
a worker attaining age 65 would not have been fully insured if he had
left covered employment more than 1% or 2 years previous to his
attainment of age 65-for example, due tr a permanent disabilitybut in the calendar year 1949 numerous persons attaining age 65 were
fully insured( even though they left covered employment after reaching
ager 59.
TI'he marked increase in the number of workers eligible for benefits
in 1951 is due to the liberalized insured-status provisions of the 1950
amendments to the Social Security Act. 'The number of quarters of
coverage needed to be eligible for old-age benefits just prior to the
of these amendments ranged front 27 for persons then attaining
passage
65
down
to 6 for persons then aged 76 and over. As a result of
age
the 1950 amendments all persons now age 65 or over, or who will
attain age 65 prior to July 1954, will be fully insured if they have the
minimum number of six quarters of coverage. Consequently, the
increase in the number of eligible persons on January 1, 1951, was
greatest for the persons in the 65-69 age group. Although the same
factors which contributed to the growth in the number of eligible
p)osolns before 1951 will continue to be operative after 1950 two new
factors will have an even greater effect, namely, the liberalized
insured-status provisions and the extension of coverage to new areas
of empllloymnent.
Tlhe estimates presented above result in a net increase in the trust
fund during the 5-year period of about $11.1 billion under alternative
I and about $8.2 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 would be an even greater growth in the trust fund than is
indicated tndler this alternative. On the other hand, lower contribution and interest income together with higher benefit payments
than shown under alternative Il would lead to smaller net increases in
the trust fund.
AC(TUARIAL STATUS OF TIlE 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. The estimates presented in the previous two reports in
regardonto the system as modified by the 1950 amendments were prepared exactly the same basis as the cost estimates made immediately
followingandthe end of World War II. Sincehasthebeen
previous
report, the
survivors
insurance
modified
old-age
by the
program

21
1952 amendments. Cost'estimates along the lines of those prepared
for the 1950 amendments were prepared for the congressional committees concerned with these latest amendments. However, in this
report, completely new long-range cost estimates are presented for
the program as modified by the 1952 amendments. New cost estimates were developed to take into account the considerable change in
economic conditions during the last few years and the additional
FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND

actuarial and statistical data available from the program's operations
and from the 1950 census.
Two different estimates have been prepared and are presented here-both based on high-employment assumptions (somewhat below conditions prevailing at the end of 1952).a These assumptions are comparable with those used in the cost estimates developed at the time
the 1952 amendments were under congressional consideration The
low-cost and high-cost assumptions relate to the cost as a percent of
(i. e., total taxable earnings) in the aggregate and not to the
payroll
dollar costs. The two sets of cost assumptions are based on possible
variations in fertility rates, mortality rates, retirement rates, remarriage rates, etc.
The estimates are based on level earnings assumptions (slightly
below the present level). If in the future the earnings level should
be considerably above that which now prevails, and if the benefits for
those on the roll are at some time adjusted upward so that the annual
costs relating to payroll will remain the same, then the increased dollar
offset the increased dollar income. This is an
outgo resultingwill
important reason for considering costs relative to payroll rather than
in dollars.
The cost estimates have not taken into account the possibilities
of a rise in earnings levels, although such a rise has characterized the
past history of this country. If such an assumption were used in the
cost estimates, along with the unlikely assumption that the benefits
nevertheless would not be changed, the cost relative to payroll would,
of course, be lower. If benefits are adjusted to keep pace with rising
earnings trends, the year-by-year costs as a percentage of payroll
would be unaffected. However, in such case this would not be true
as to the level-premium cost which would be higher, since under such
circumstances the relative value of the interest earnings of the trust
fund would gradually diminish with the passage of time. If earnings
do consistently rise, thorough consideration will need to be given to
the financing basis of the system because then the interest earnings
on the trust fund will not meet as large a proportion of the benefit
costs as would be anticipated if the earnings level had not risen.
There are a number of basic factors which must be continuously
recognized in estimating the costs of this program. These will be

discussed hereafter.
on the
(a) Population.-The future trend of the population
size and age distribution of the existing population, ondepends
future births

'"Two other estimates are being prepared on the basis of low-employment assumptions (roughly midway
between the high-employment
anid the level prevailing In
Just before the start of World
War II), but t hey have not yetassumptions
been completed. It is likely that thet1940-4,
ostIassumptions
low-employment
mates will Indicate somewhat higher relative
cots (In relation to payroll) than those shown
In this report.
in
In next year's report, and prior
They will )be presented
an
the
thereto
Actuarial
of SocLal Security
which will, in addition, give more details on all estimates. Study
Administration,
4 Aoctuarll Cost Estimates for the Old-Ago and Survivors Insurance System as Modified by the Social
of 1952,
for the use of the Committee on Ways and Means by Robrt
Security Amendments
J. Myers,Act
dated July 21, 1952.
actuary to the committee,prepared
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and immigration, and on future deaths and emigration. As a basis
for making such estimates, there are available great quantities of
census and vital statistics data. There are various types of error and
bias in such 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 66 and over
than had been indicated as likely by data in the 1930 census and the
deaths and migration between the 2 censuses. The 1950 census shows
about 700,000 more persons age 65 and over than are indicated by a
similar projection of the 1940 census. In the cost estimates the 1950
census is used as the base, despite any errors or bias it may have, since
there is at this time no adequate basis for clearly making any adiustments.
Crude birthrates declined for many years until the middle thirties,
due in part to the increasing proportion of the female population past
the child-bearing ages, and in part to a decline in age-specific birthrates. However, since 1937 the long decline of the birth-rate has been
reversed. During the war years quite high rates were reported, the
wartime peak having been reached in 1943. Although the birthrate
declined somewhat in 1944-45, it remained higher than at any time
of the war in removing from this
during the thirties despite the effect
country many young potential fathers. Beginning in the middle of
1946, the birthrate rose very rapidly, and for the 12-month period
than at any time since before the beginendingof June 1947 was higher
Thereafter
World
War
I.
there was some decline and a subsening
rise
in
not
1951-52, although
quite to the 1947 level.
quent
The increase in birthrates in recent years seems to be largely concentrated in the rates for first, second, and third births. The increase in
first births tends to increase the proportion of the insured population
with dependents eligible for immediate monthly benefits, as well as the
number of such dependents. As a result, the cost of survivor benefits
is increased even though there is a decline in the number of large
families; the latter factor has only a limited effect upon benefits because
aggregate benefits for a family are not increased for children in excess
of three where the mother is also receiving benefits.
Net immigration had been very heavy prior to 1915 and moderate in
the early twenties, but was quite negligible thereafter. Most population forecasts have assumed that no return to high net immigration
rates may be expected.
As a basis for the cost estimates, two population projections have
been developed. These do not reflect the maximum possible range
in population which might develop in the future, but rather embody
factors which produce either low cost or high cost in regard to old-age
and survivors insurance; for example, unfavorable mortality assumptions versus favorable ones. These population )projections are presented in detail in Actuarial Study No. 33 of the Social Security
Administration.
Table 9 indicates the alternative trends of population growth
resulting for the total population, for those aged 20 to 64, and for
those aged 65 and over. The high-cost projection shows a larger
than the low-cost projection because of the assumed
population but
aged
a somewhat lower population in age groups under
lower mortality,
65 because of the assumed lower fertility which more than offsets the

improved mortality.

Table: Table 9.- Estimated population of the United States, 1960-20 0
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TABLE

9.-Estimated'population of the

19C0
190

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

Allge
g

Ages 20-64

-

-- -

Total

g 05 and over
-

-

Men Woen Total

M
Women Total
Men

Men Women

Actual data front 1960 census
.

161

75

7

87

43

44

12.3

6.8

.6

156.4

7. 0
9.4
110

8.4
12.0
14.8

7.1 I
9.9
12.2

8. 4
12.9
16.8

.

Projection for low-cost assumptlons

.....
.

000-.....- .....-.......

174

209
248

86
103
123

88
106
125

95
117
139

4
58
70

49
9

69

22 0
26.8

Projection for high-cost assumptions

173
1960-......- ._--..
-.

1 . ..-............
2000.................
.

States, 1960-2000

lIn mlllonsl

Calendar year

190.............------..

United

23

197
216

88
97

108

87
100
108

95

116
1281

47
68
4

4
68
64

15.6
22.8
28, 0

(b) Mortality.-Mortality rates by age have been improving steadily
since the turn of the century for both sexes and for virtually all ages
up to age 60. Although there was relatively little change above that
age during the first four decades, during the past decade there has
been significant improvement.
In the low-cost assumptions, some improvement in mortality rates
at all ages is assumed. However, in the high-cost assumptions, conimprovement is assumed. Although both sets of
siderably more
are arbitrary, they may reasonably -bound, for the purassumptions
within which mortality rates will fall.
poses of this report, the range
If the range between them seems wide, it should be recalled that no
allowance has been made for the effects of such diverse factors as the
to the prevention of disease and to the
application of new discoveries
disease and the possibilities of increasing the
impairments caused by
survival of impaired lives for only temporary periods.
Mortality rates are of major importance for estimates of future
benefits for the aged and of importance also in determining potential
deaths among the younger parents which will give rise to motller's and
clild's survivor benefits and ultimately to aged widow's benefits.
(c) Amount oj covered employment.-In determining the number of
covered persons, percentages of men and women in the population
who are in covered employment are developed by age through analysis
of wage (data for the previous coverage and preliminary data for 1951
for the present coverage, along with census and other data in regard
to the newly covered groups. The level of employment in the high
employment assumptions is roughly that currently prevailing. It is
assumed that in the future the proportion of women who would be
in covered employment, would gradually rise for each age group,
since in recent years they have been participating more and more
in the covered lanor force.
Because the coverage of the system excludes several large categories
of employment (all long-service railroad employment, considerable
portions of agricultural, domestic, nonprofit, and public employment,
and agricultural and most professional self-employment), there is a

Table: Table 10.- Estimated proportion of the population insured under old-age and survivors insurance, 1960-20 0
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flow of workers between covered and noncovered employment in
addition to that between covered employment 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 the insured status necessary for benefit qualification. The extent of contact is a function both of stability of
covered jobs and of age; older persons are somewhat more settled
in their work than younger persons.
(d) IProportion ot time in covered employment prior to qualification for
number of persons who gain protection through becombenefits.-'lhe
ing either "fully insured" or "currently insured" under old-age and
survivors insurance depends upon the volume and pattern of their
work in covered employment and upon the amount of taxable earnings
from such work. A discussion of the latter factor is presented subunder item (h)
sequently
Estimates are presented in table 10, showing for the future the
percentages of the population insured by reason of current or previous
work experience, subdivided by sex and by age groups above and below
65. The percentages for age 65 and over include old-age beneficiaries
(i. e., retired workers). Table 11 relates the old-age beneficiaries and
the total beneficiaries age 65 and over actually drawing benefits to the
total aged population.
TAI.BL

10.-Ertiimated

of the population insured under old-age and
proportion
survivors
1960-2000

insurance,

Calendar year
-------.'--

1)w-ooet estimated

Agri 2O-24

Ilgh-cost estimate

65 and
Agesover
I

..........
........
.... .................
... ....
2000............................................
........

......

1080

........

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

A

2
2064
Age
Age

----.'.--III^Y~U-Y-~~---·-·- I -Y·II.--U-II-·--·U··------·

1900

an

over I

__-L-.--I---_-___I·CI-

Men

80

81
80

83

07
78

87
88

85

Wolmen

71
82
94

2

20
22
......
RO80
424
3......
..................
............

1

Iln poroontl

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

.

2000 ..

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

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

..

....

..........

43
48

4

68

ol-agnRe IKenellclarles.
wives nndl widows of fully Insured men oxcopt such wives and widows who are Insured on the
lElxetlles
ni thelr own elll)loyinonlt

I Inclu(IIIIR

lmosi

NoTE,.-'he figures in lila table aro based oll tlh cost ostlinatO InvolvingK hlghle-01ployInont asUtml)ptons.

Table: Table 1 .- Estimated proportion of population aged 65 and over receiving benefits, 1960-20 0
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population aged 66 and over receiving benefits,
FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRtST

[In percent)

Wonlen receiving benefits
re-olvMhonbenefits
I
ing
Old(age
nbennits2

Calendar year

Other bene.

·its

Total

Low-cost estimate
fM.90

..

.

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

1980................................
2000
......

49

..........

...

....

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

.........

68

1
30
3v

30

37
37

45
67
70

32
38
34

76
88

IIIfh-cost estimate
1

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

10

2000

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

...........

67

82
..................-...

19
64

61

Consists almost entirely of old-age beneficiaries (retired Insured workers).
Old-age beneficiaries are tried Insured workers. Women qualified both for old-age and for wife's,
wilow's, or parent's benefits are considered as old-age beneficiaries.
Wives of old-age beneficiaries, and widows and dependent mothers of deceased insured workers.
NoTE.-The figures In this tablo are based on the cost e latee Involving high-employment assumptions.
I
*

(e) Marital .and family conposition.-Marital relationships by age
have groat significance for old-age and survivors insurance costs
because the system provides benefits for aged wives and widows (and
also for aged dependent husbands and widowers). A women over
65 cannot draw both the old-age benefit based on her own earnings
and a full wife's or widow's benefit based on her husband'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 marrirea.
There will be a relatively large cost offset on account of this provision
which prohibits duplication of benefits. The experience to date is
in this respect; this factor will not be of major
extremely limited
until some 30 or 40 years hence when the vast bulk of the
importance
current female workers, those in their twenties and thirties, have
attained the minimum retirement age.
Family composition data indicating the prol)ortion of individuals
with children and the average number of children in such cases also
have great significance because the system provides benefits for
children and their widowed mothers. The future birth rate
orphanlcd
lias an important role in this connection since it determines not only
the total number of children, but also how they are divided up into
families, The actual claims experience is valuable as a guide.
'here must also be considered the various factors affecting termination of married status chiefly divorce and mortality. The distribution of ages of husbands and wives also affects the cost of illustrations.
Various studies have indicated that at almost all ages women have
lower mortality rates than men and that the mortality rates of married
personss are lower than those for all persons combined. In the cost
estilnates differential mortality by marital status has been considered
in determiningg costs for teic various types of benefits.
Beneficiaries age 65 and over and their dependents are composed
of a number of different categories. Table 12 shows the trends in
the number of beneficiaries, distinguishing between old-age beneficiaries (retired workers), wives and dependent husbands of old-age

Table: Table 12.- Estimated monthly beneficiaries1 age 65 and over and children of old-age beneficiaries, in cur ent payment status, 1960-20 0
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beneficiaries, children of old-ago beneficiaries, aged widows and dependent widowers of deceased insured individuals, and dependent
of deceased insured workers who left no widow or child under
parents
18. It lhas been assumed that all retired persons eligible to receive
old-age benefits based on their own earnings would apply for and
receive such benefits even though they might be entitled to larger
wifo's, husband wil 's, widowers, or parent's benefits (which instead would be paid as re(luced s upplementary amounts). 'This asbeen made because it is never to the individual's dissulmption has
and
may l)e to his advantage to receive old-age benefits
adlvantage
and 'redll(ce( supplementary benefits of another category, rather than
to receive solely the full benefits of the other category.
TABLE 12.---Lstimated monthly/ beneficiaries ' afge 66 and

beneficiaries,

over

and children

in current pa!nment status, 1960-2000
I ln thonsandtil

Old-a
^Wives01
1?
Calonlaryro-ae
ear
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..............
.
1 .,A ....
...
...

.

2000 .........
............-.....
I

6, 626
11. 751
18, 570

bothI( olhlnae
lng Iboollit
PIersoln.ire c(iillvlll
Altowil *i old z p)bmefielaries

IKxneIIIL

1,348
1,74
?2,021
d for

120

172
190

3, 07

3, 2W

0

wife's. widow's. husband's, widowor's, or parent's

e., retirodl InsImedl workers.
Ilncldlin.l dependent lsba:
their wre
1I.

inds
and also I eimall numbil)er of wives miidor age 05 witli child bonoflearies In
d(etrill(llt widowers.
NoTZ.-.'l'he figures In this table are h)aseo on0 tlh ooet stlnate Inolvling hllgh-oimployment assiluIptlons.

4

lIncllh(idi

Altliough persons age (15 and over make up the bulk of the prospective twlelicl'iaii(es undel((r the )program, tile young survivors, composed
of orphaned children and( widowed mothers, will receive a considerable
aoincunt ot benefits. 'T'able 13 lists these two groups separately.
'The hlgh-cost assuml)tions show. as expected, a larger number of
old-age bellefici ri(es, landl dlepelents thercot. than the low-cost as(table 12) this s i part because of the lower mortality
sull)ptions
rates issulmel( which result in it great mber
n b and proportion of aged
pl)eonls. andl in part because of tihe higher retirement rates and the
greater lprolportion of the
lpIopulation assumed to be insured as a result
of the in-.and-out movement between covered and noncovored emp)loyilent. On the other hand, the lower mortality tends to have the
the somewhat
(ellect in regard to widows (table 12) and.
ol)posite
hitrhet I)rth rates, In regard to young survivors despite
(table 13); a smaller
sr
r lided-mother
an
numlltber osrvvor
beneficiaries
widow,
unlde the high-cost assumptions than under the low-cost assumptions
is indicated.

Table: Table 13.- Estimated younger survivor insurance monthly beneficiaries in cur ent payment status, 1960-20 0

Table: Table 14.- Estimated old-age and survivors insurance beneficiaries in cur ent payment status, 1960-20 0
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TABLEr

13.-Esimnated younger survivor insurance monthly beneficiaries in current
payment status, 1960-2000
[In thousands

Orphaned
.-children

C:nkir
Cnlendalr
yearyear

Widowed

mothers

I Actual data for December

1950........................................................................
1051........... ..............................................................
152 .......-.....-.....-........................
....

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

653
770

160
204
228

8865

Low-cost estimate

000-

.....

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

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

.

1,282
1,413
1,614

.....

350
421
473

High-cost estimate
.------ .------1080...----..------o000..
*2-0-.-.,.---.-..----.-----.------....--....

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

...

NoTe,--The figures

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

1,341
1,306
1,289

442
496

478

In this table are based on the cost estimate involving high-employment assumptions.

Table 14 summarizes the previous discussion by showing, illustrative
numbers of beneficiaries and lump-sum death payments. The category
survivors" comprises orphaned children and their widowed
"younger
mothers. Widows, widowers, and parents aged 65 and over are
included under the old-age category, as are also spouses and dependent
children of old-age beneficiaries.
'TA'xEI 14.-Estimated old-age and survivors insurance beneficiaries in currant

paymentC status,

1960-2000

|In thout.sndsJ

Aged bene-

Calendar year

Younger

fielnrles

survivors

riLuln p-snl
deanth payI
IllCents

Actual data for December

1050.......
1051....
1052...

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

2, 654
3, 309

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

...........

3,933

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

822
00

1,093

200
414

437

Low-cost estimate
l19o

7,349
-14, 203
18,978
2000.........................................................
0

......

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

..

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

1,641
1834
2, 067

78

181
1,1,57

1I1gh-cost estimate
190...............
190.
2000.......,,.........
.....

..........

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

8, 477
16,810
24 110

1,783
1, 852
1 767

784

1,245

1,701

I Inicludilg children of old.nge bonoefciries and wlvesa nder ago 6b having such children in their ewre.
t Numll)'r ol deMths ros11ltln' In lump-snim paymenll ts (iirinu the year
NorT.--Theo flyIgus in this table are based on the cost estimate involving high-eulploylieut assumptions,
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In tables 10 to 14 only potential long-range trends have been set
down, without recognition of cyclical or periodic fluctuations. Bearthis inI milnd, certain tlrenlds may be observed in these illustrative
ing
tables of number of beneficiaries.
(1) An overall uptrend in beneficiaries under all types of benefits
to persons Lage 65 and over;
payableAfter
19O0, a relatively small increase under tlhe low-cost as(2)
and
a leveling off under the high-cost assumptions in tlh
sumptionsof
numrnl)l
orphaln-chlild an(ld widowled-mother beneoliciaries;
(3) T'he relatively small, and increasingly smaller, proportion that
benefits are of all benefits;
youngerA survivor
(4) relatively rapid advance in the percent of insured persons
agedl(65 and over (including those d(rawilng benefits) as compared with
the rise inl tlic percent insured at ages 20 to 64; and
(5) A rapid rise in the percent of aged persons who are receiving
old-age benefits.
(f) IRemarriage rates.-Remarriage of "young widows" is an importantt cost factor because mother's insurance benefits terminate
thereupon, as do also rights to deferred widow's benefits at age 65.
The greatest possible duration of benefits occurs among the younger
widows, who can receive benefits for many years as mothers of young
children and later as aged widows. These, however, are also the
women with the greatest chance of remarriage. Among the older
mothers with fewer prospective years of benefit receipt (their youngest child being nearer age 18), the probability of remarriage is lower.
Remalrriage rates vary both by age of the widow and by duration
of widowhoodr. ''Thlis factor produces a tangible reduction in the
volume of "life insurance" afforded by the program when such "life
insurance" is interpreted as meaning the present value, in case of the
worker's death, of prospective benefit payments to his surviving
ldelendc(ents. It is estimated that at the end of 1952 the program
provide(l about $275 billion of such "life insurance" protection for

S) '1 \'()I 'S.

(/) AEmployment ol beneficiaries.-Since monthly benefits for all
ciategoncs of beneficiaries are, in effect, suspended in any month in
whicl the beneficiary is un(ler age 75 and earns more than $75 in
covered employment, assumptions as to tile employment of beneficitries'rank high in imnllortance among the various cost elements. As
of l)ecemb(er 1952, about 05 percentt of those age 65 and over who
were fully insured \were actually receiving benefits. The proportion
is inflluenc(ed to some extent )y the favorable work opportunities for
thieagen l now prevailing. In the future this proportion will pro)nlably
incre'(se( somewhat, if for no other reason than the aging of the in-

siired population.
'I'hen, too, a large demand for labor draws into employment and away
from benefit receipt many wid(owedl mothers and older children.
'I'lere is asslCumed to be more employment of beneficiaries, and thus
savings in cost, in tlhe low-cost assumptions than in tlhe high-cost ones.

(I) I'arn.ingl/. in? covered employment.-- One of the most striking
changes in earned income on record has taken place since 1940. Not
only have there been further rises in the hourly rate of earnings since
the end of World War II. but also there has tended to be relatively
little unemployment, including partial unemployment, so that most
workers

havelhad a full workweek. Since the outbreak of the Korean
conflict, another sharp rise in wage rates has occurred.

Table: Table 15.- Average earnings credits of workers under old-age and survivors insurance by years, 1937-51
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The resulting changes 'in earnings give workers relatively more
chance of obtaining credit for quarters of coverage (at $50 of wages
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. This increase is
assumed to be more or less permanent.
Assumptions as to future covered earnings are essential in developing
illustrative actuarial projections. The trend of earnings in the past
has 1)con unquestionably of an upward character. Average reported
earnings derived from old-age and survivors insurance records were
much lower in the early years of the system than currently (table 15).
T'I'ABLE 15.-Average earnings credits of workers under old-age and survivors insurance
by years, 1937-51
Workers with any earnings In year
Calendar year

Workers with eamlngs In ll 4
calendar quarters

__

Total

Male

Fomale

Total

Male

Female

$3,000 maximum earnings base
1037 ...--..-8----9-----9
1938....-.- .8-------.--.832
881
-.--.1039.....026
1940....--...---

---

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

$1,037
958
1, Q14
1,070

1, 188
1, 34
1, 80
1901
.....-....1,081
, 360
115 -........--.--.----1, 591
1, 328
1040 ...--. ...
1, 304
1,035
..........
1917 .. -.---- - ---------1,831
1,671
1'M38 .......-.--.---1, 939
X1,677
191912 ..--------.
}.,,697
1,953
2,031
1950 ..
---.--.-1,, 707
1941........------.-..-1,014
1912
1,127
... ...--1.., 289
1t13
-

-..-

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

-..

...........

-------

--

.----

$539
607
530
653
674

609
788
887
805
099

1,044
1, 138
1, 160
1,217

(I)
$1,211
1,247
1,305
1,400
1,703
1, 13
1,90
1,982
2,031

2,173
2,281

2,287
2, 34

(I)
$1,359
1,400
1,465
1,640
1,039
2, r05
2,301
2,203
2,269
2,393
2, 493
2,493
2

(I)

$783

800
831'
910
1,047
1, 271
1, 402

1,384
1, 480
1,611
1,733
1,750

576

1 822

$2, 80

$2, 031

$3,600 maximum earnings base
1051'
I

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

....

....

$ 019
$2,

$2, 340

$1,350

$2, 710

Da)ntn not available.
Preliminary.

The cost

the estimates made at. the time of
assumptions usedof for
the 1952 amendments were based on

congressional consideration
and involved average annual creditable earnlIprelimniary 1951thedata
of $2,950 for men working in 4 quarters of a
future
ings throughout
yeuar and, correspondingly, $2,030 for women. For both men and
women the average earnings used for 3-quarter workers is about 50
percent of that for 4-quartcr workers (i. e., at a lower rate per quarter),
while the corresponding proportions for the 2-quartor an( 1-quarter
workers are about 20 and 10 percent, respectively. As uised here,

the reference to 4-quarter workers, 3-quarter workers, etc., relates
to the status in a pla.ticlllar year; the estimates allow for the fact
only
that over the course of a working lifetime an individual would be in
covcre(l employment all 4 quarters of some years, 3 quarters of other
years, etc. (and, in fact, not in covered employment at all intosome
the
covered wage
years). These ratios of the part-time average
in
observed
ratios
average parallel very closely the actual
4-quarter
the old-age and survivors insurance wage data. In general, these
sanm earnings assumptions are used in all 4 of these cost estimates;

30 FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND
actually the 4-quarter average earnings are taken as $2,980 for men
and $2,030 for women.
T''he istril)ution of workers by quarters in a year with earnings
varies by age and sex. For men between ages 30 and 60, roughly 80
percent arc 4-quarter workers in the high eln)loyment assumptions,

with lower proportions for the younger and older ages. For women,
the maximum plrolortion of 4-quartcr workers is about 65 percent.
The 4-quarter earnings assumptions may bo compared with the
actual experience for such workers in the past years as shown by the
last two columns of table 15 but allowance must be made for the change
in maximum wage base. The. earnings assuml)tions are on about the
level prevailing in 1951 and are about 20 to 25 percent above the experience in 1947 (used as the basis of the cost estimates for the 1950
amendments) when adjustment is made for the change in the wage

base.

The development of the prospective cost of the program using the
various elements discussed furnishes reasonable illustrations of future
beneficiaries and costs. 'Though neither the lowest nor the highest
conceivpblle, the values derived are well within the outside boundaries
of possibility. Experience to date is limited, the payment of monthly
benefits leaving begun only in 1940, and these benefits were revised
in 1950 and again to a moderate extent in 1952. As paydrastically
ments got under way, the limitations of coverage and the insuredstatus requirement excluded large numbers of potential beneficiaries.
Payments were further delayed bv the lag with which any new program
commences. In recent years, as the lag has lessened, payments among
those eligible to receive them have been limited by postponements in
the claiming of benefits occasioned by favorable employment conditions during the war and immediate postwar years. The long-range
cost estimates look beyond these various limitations and attempt
to furnish some indication of the trend in the costs of the old-age and
survivors insurance program.
It is to be noted that in addition to the assumptions already discusscd, the long-range cost illustrations include assumptions relating
to retirement rates, interest rate, and various miscellaneous administrative factors, Since the earlier cost estimates were.d(eveloped,
sufficient actual experience under tlle operation of the program is
available to permit the introduction of various modifications to allow
for such factors as tle minimum and maximum provisions as to
benefits, and the provision that the llump-sum death l)aymlent in
certain instances may not exceed the actual burial expenses. Also
taken into account a're such miscellaneous factors as differential
retirement rates by marital status and the effect on tlhe size of survivor
benefits, of lowered earning capacity during last illness.
An important element affecting old-age and survivors insurance
costs arose through amienlments made to the Iailrond Retirement
Act in 1951. Tlieso extend the 1946 amendments and provide for a
coor(linmation of railroadl 'retirement compensation an(l old-age and
survivors insurance covered earnings in determining not only survivor
benefits but also retirement benefits for those with less than 10 years
of railroad service. In fact, all future survivor and retirement cases
involving less than 10 years of railroad service are to be paid by the
old-age and survivors insurance system.

Financial

the oldinterchange provisions are established such that
placed in the same

age and survivors insurance trust fund is to be

Table: Table 16.- Estimated cost of benefit payments as percent of payrol , 1960-20 0, and on level-premium basis, previous estimate1 and this estimate
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financial position as if there never had been a separate railroad
retirement program. It is estimated that the net effect of these
provisions will be a relatively small net gain to the old-.age and
survivors insurance system since the reimbursements from the railroad retirement system will be somewhat larger than the not additional
benefits paid on thle basis of railroad earnings. The long-range costs
levelopedl here are for the operation of the trust fund on the basis,
as provided in current law, that all railroad employment will be
(and beginning with 1937 has been) covered employment. The
balance in the fund thus corresponds exactly to the actual situation
arising. But the contribution income and benefit disbursement
(as well as the numbers of beneficiaries) are slightly
figures.shown
less
higher (by than 5 percent) than the payments which will actually
FEDERAL OLD-AGE AND SURVIVORS JNSURANCE TiUBT FUND

be made directly to the trust fund from contributors and the payinents which will actually be made from the trust fund to the individual
beneficiaries. This is the case because the figures here include both
the additional contributions which would have been collected if railroad employment had always been covered and the additional benefits
that would have been paid under such circumstances. The balance
for these two elements is to be accounted for in actual.practice by the
of the financial interchange provisions.
operation
The long-range cost estimates of income and outgo are presented
in tables 16 and 17, the former showing the benefit costs relative to
and the latter the progress of the trust fund. In addition to
payroll
the figures for the low-cost and high-cost estimates, there have been
developed intermediate cost estimates which are merely an average
of the low-cost and high-cost estimates and are not intended to
represent "most probable" figures. Rather, they have been set down
as a convenient and readily available single set of figures to be used
for comparative purposes.

of.payroll, 1960-200, and
TABnlE 16,-Estimated cost of benefit payments aw percent
on level-premium basis, previous estimate t and this estimate
(In percent)

Low-cost estimate
Calendar year------

Previous
estlmato

100...........................
...1080...
1990 ... ..........
2(0
...

Thlls
estimate

Previous
catlnato

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

......

...

ltasis A I ..... ..,..
llasls I
..
.....

....

.......

.

.

.....

()

4.67

5.39

b. 69

'rhis

estimate

Prrviouls
estimate

'rhls

estimate

Cost In year

2.87
3.70
3.74
4.85
4.03
5.33
6. 86
'/. 0
4. 03
8.8. 91
0. 29
10.08
6.77

170 ......
.......
-

nterncdiate-oest

11rgh-cost estmn
-

3.31
4.68
5. 0

4.44
5.66
6. 5

7. 26
7.79

8.18
8.42

4.10
5.26
6.40
7.33
7. 30

LXovel-)preilnlm 'tt
(4)

7.16

6.83
'1.63

(4)

5.85

.C9

6. 68

Source: Actuarlal Cost Estlmatea for tho Old-Ago and Survivors Insurance System as Modifled by tlhe
Socln, Security Act Amendments of 1952, prepared for the use of the Comnmitteo on Ways and Means by
Robert J. Myors, notuary to the commnitto, dated July 21, 1052.
nBased
ol average of tllo dollar costs under tho low-cost and high.cost atlrnates.
Ievoel promlutm contribution rate (basod on 231 percent interest) for benoflt payments after 1962 (after
1050, as to the previous estlmato), taking Into account the aceumtnilatod funds at tlih beginning of the period
nnd future administrative oxpoenss. Under basis A It Is tsslumno thlt after the year 2000 benoft pyymonts
and taxablo payroll are level, whilo under basis 11 this is not easumlOd to ooor until after the year 2050.
* Not avallalo,.
NorT.---Tho figures In this table are based on the cost ostinates Involving high-employmoet asumptlonr

Table: Table 17.- Estimated progres of old-age and survivors insurance trust fund, 1960-20 0
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TAnBLE 17.-Estimated progress of old-a(e and survivors insurance trust fund,
1960-2000
(Inm1lllloins

Contrlhi.
Calenidar
year
Ct
I
tRild

Ad|l

Benefit

lnstr.
meItspany j tive oxpelles

Actual (lntn

1050. ......
.............
1951 .............................
1052
...........................

$2, 671
3, 367

3, 819

$91

1, 5

2, 194

Interest on

flunll

t

Fund at end
of year

3

$61
81
88

$257
117

:365

$13, 721
15, 540
17, 442

$657

30, 482

Low-cost estlnmlto
1900..........................
1070.-...- . -.....
...........-.
1990 ...... ...... .........
2000
-

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

$0, G46
0. 985
11, 17(1
12, '24
13. 901

$5, 27

7,723
10, 321

12. 584
13, 455

$101
125
151
17)5
101

1,18
1, 808
2, 315
2, 830

54, 982
85,263
100, 282

128, 85

High-cost estimate
19

..........

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

1970.............................
19l x)
2000............................
--

-

-

-

-

...

..

....

.

.

.

$6, 578
9, 78
10. S74
11, 35
12,101

$,166

8, 913
11,909
14, 725
16, 169

$134

'

170
20:,

$510
741

015

246

268

()

557

$24, 673
34,084
40, 941
23, 47

(4)

Intermediantoecost sllmnto
a
10

$5, 710
8, 318
11, 110
1S1,301, 50
1VO-9I..I-..
.....................
12,801
....................
14, 812
2A000-....
1970
190

............................612

....

..

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

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

..........

.

9. 32
1 , 025

-

$118

$598

001

1.18
18(
210
230

1,392
1,451
1, 265

$27, 678
533
44,
63, 102
64, 014
60,412

I Combined employer, employee, and s.lf.employed contributions. The combined employer-employeo
5 percent for 1060-61, 6 percent for 1'J095-, and 036 percent
rato IS 3 percitel for 1950-53, 4 porcenlt for 1051-59,
for 197011 nl after. The seli-f.iployed pny ' of these rates.
I Interest Is figured at 2 4 percelit on average balance In fund during year. Actual 1951 figure is Inflated
because It 11clm(dles n considerableo amount of tho Interest which nccured In1 tlie second half of 1950 and also
tall of thle 1951 Interest,
virtiiilly
I :Ised on I)nlly Statemenlt of the I . S. 'Preasurr' . For 1950 bI)eefl paymentSts were those of 1039act for first
90 mnthll s iild those of 1950 net for lhst 3 months and contrbll!ution Illcome w\s tllhat of previous lnw for entire
For 1052, hbnefit paymieiits were tlhos of 1050 law for first 0 months niid( thoso of 1032 law for last 3
ycar.
niollths.
4 Iunds exlanusted In 1997.
I Ba;;cd on averacgo of tlle dollar costs under tlhe low-cost and hilghcost cstiimates.
NOTE:.--T'J'e figures In this table are based on the cost estmlnmto InvolvlIng hllh.cemlploymnnt nssuimp)tlons,
See text for explanation of lleianingl of theso llgures In regard to financlIal intercliniige provisions with railroad

retirement system,

FuIIrt1heInore, since tlh Congress lhas adopted the principle of
establishing in the law at contr'ib)ltionl schedule designed to maklo e the
system self-supporlting, it was necessa;ly attthe time t h legislation
set of estimates as
enacted to select a
basis for tho
was

single

theo

conti'ilbution schedule. The' inltterlmediate estimate was used for this
purpose. Quito obviously y y specific schedule may require modification in tleo light of experience, but tlo establishment of the schedule in
tlhe 1aw d(oeq make clear tile congressional intent that tlh system bo
Further, exact self-supplort cannot be ol)tined from
self-supporting.
a specific set of integral or rounodedl fractional rates, but rather this
p'incil)le ofin self-support was aimed at as closely as possible by3 the
1950 when it developedd tile tax schedule in the law, eand
Congress
again in 1952 when further amendments wore made,
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The low-cost and high-cost estimates result from two carefully
considered series of assumptions. The intermediate-cost estimate
an average of the low-cost and high-cost estimates of benerepresentsbenefit
dlsbulrsements, and total taxable payroll. The
ficiaries,
of benefits relative to payroll are developed
estimates
corresponding
from these dollar figures.
'he tax schedule in the 1950 amendments was derived such that
when the rates therein were applied to the payroll resulting for the
intermecliate-cost estimate, the system would be on a more or less
completely self-supporting basis. From this tax schedule the progress
of the fund was developed, and this naturally showed that in the ultimate condition the fund virtually leveled off-neither increasing nor
decreasing
substantially thereafter. This same tax schedule was also
to the low-cost and high-cost benefit projections to develop
applied
the trust fund balances in the future on these respective bases. Quite
under the circumstances previously outlined, the trust
obviously,
the high-cost estimate and
fund would eventually bo depleted for
would increase indefinitely for the low-cost estimate. Such results
are to be expected for these two estimates since for purposes of developing contribution income there was used a tax schedule considered
more or less adequate according to the intermediate cost estimate.
Similarly, when the 1952 amendments were considered, low-cost
and high-cost estimates were developed and from these also an intermediate-cost estimate. As it turned out according to such intermediate-cost estimate, the tax schedule in existence as a result of the
1950 amendments was sufficient under the modified cost assumptions
to support the system to just as great an extent (and, in fact, a little
greater) as was the case for the 1950 amendments when they were
considered. Accordingly, the trust fund developing for the 1952
being
amendments under the intermediate-cost estimate virtually levels off
for the ultimate condition; as would be expected, it is exhausted at
some future date for the high-cost estimate and increases indefinitely
for the low-cost estimate.
Tables 16 and 17 show the steady rise in benefit payments under the
different sets of conditions discussed earlier in this section,
widely
and demonstrate the larger increases, relatively and in absolute
(ltuantities, which would occur even after 1980, particularly under the
high-cost assumptions.
Because of the nature of tlhe assumptions, tlhe tables show only
smooth trends and hence do not show the irregularities and periodic
These irregularities are
which may develop.
cyclical variations
in
to
be
far
pronounced regard to contributions than
expected
moroe
because
the
dollar
amount of the benefit roll, after the system
benefits,
is well established, will contain a large proportion of fixed payments to
retired persons. H-owever, the payroll of covered
pormanontly
workers from which the contribution income is derived is quite sensitive to current fluctuations, through increases or decreases in job
changes in the length of the workweek, and changes in
opportunities,
unit rates of pay. Forldomographic reasons alone, as discussed earlier
in this section, it is unlikely that the system would oven eventually
level out to a completely fixed relationship between contributions and
benefits.
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with a discussion of tihe results of the estimates,
proceeding
mentioned
be
important factors affecting the
thiero might between the nowseveral
cost estii ates and the
ones.
Before

previous
relationship
In the low-cost estimate, the new estimate assumes. some il)provoment
in mortality, 'whereas previously constant mortality had been the
basis (tills wouil(l, ol course J)ro(duce higher costs). For both cost
(,tilnates, thle range in regard to a number ot the cost factors ihas
I)ecn narrowCed somewhat since, on the basis of thie 13 years operating
under monthly benefit payments. we have some better
experience
ideas as to future trends.
In the previous cost estimates (prepared from 1939 on) it had
that tle system woull( mature in the year 2000
l
always beenl asslumeld
or, in othlier words, that benefit j)aynments and contributions 'would bo
level thereafter (tlle 1935 cost estimates assumed Inaturity by 1980).
In the new cost estimates, an alternative assumption is mna(le by
maturing any trends such as mortality in the year 2000 but going on
with the estimate for another 50 years. In one sense, this seems
t
necessary because the
atged )population it selt cannot mature by the
year 2000 (see Actularial Study No. :33, Social Security Administration,
particularly p. 28). Thle reason for this is that the number of births
in tlhe 1930's was very low as compared with those since then, and, as
a result, there is a dipl in the relative proportion of the aged from 1995
to about 2010, which, in itself, woul(l I)o reflected in tle benefit costs
for that period. Accordingly, the year 2000 is by no means a typical
"ultimate year."
The interest assumpltioin used in determining level-premiulm costs
in the previous estimates las generally been taken to be 2 percent since
that was a reasonable rate 5 years ago when the basic cost assumptions
were developed. Since then the trend of interest rates has been
Thle average rate ou investments of the trust fund is currently
upward.
about 2.3 percent, and so a rate of 2% percent is .sed for these
estimates.
Table 16 compares benefit costs related to payroll for the previous
estimato and for the current estimate. One important point to
observe is that in the next 10 to 20 years the current estimate shows
higher cost than the previous one; in large part, this
considerably
arises because tile previous estimates did not take sufficient account
of tihe very sizable effect of tlhe "new start" insurcd-status provision
in the 1950 amendments, especially as it would affect persons in their
fifties althoughh tlie estimate of tilenumber of new eligibles age 66
and over was reasonably close).
Considering the year-by-year figures, those for the low-cost estimate
under tlhe current estimate are higher than in tle previous estimate by
close to 1 l)ercent of payroll up to 1990 and by somewhat more than
one-lhalf of 1 percent of payroll in tlhe year 2000. Under thio highcost estimate, the current estimate is somewhat higher through 1970
but lower for 1980, 1990, ,and 2000. As a result, the intermnediate-cost
estimate under tile current estimate is somewhat higher than the
l)revious estimate up1 through 1990 but for the year 2000 is one-half
of 1
of
percent payroll lower.
Tlio "ultimate' cost for the now cost estimates is reached about
the year 2025 at roughly 7 percent of payroll for the low-cost estimate,

35
estimate, and 8M percent for the inter-

FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND

11 percent for the high-cost
me(liate-cost estimate. Each of these figures is about 1 percent of
than the corresponding figure for the year 2000 in tlhe
payroll higher
estiimat
es.
previous
Next, considering level-premium costs, if it is assumed that benefits
nl(l contributions nare level after tilh year 2000, as assumed previously,
the intermediate figure is 6.09 percent, or about ono-foirlth of 1 percent
of l)payroll higher thal in tche previous estimate. This figure, however,
is ilncIease( l) about, one-hall of f 1 Ipercent of payroll, if the increasing
Itrenl likely beyond( tle year 2000 is taken into account. 1These
level-l)renmiumll costs related to the total taxable pIayroll (1o not take
into account tle lower contribution rate pyllble by the self-employed
as compared with the combined employer-loyr-ee rate. Accordi ngly,
level emplloyer-employeec contribution rates based thereon would have
to Ie somllewhat higher.
Table 17 shows the progress of the trust fund undr(l the present
estimates. In tlle low-cost estimate, contribution income exceeds
benefit. di;l)urselments in all years over thl next three decades and is
slightly lower thereafter (this excess is more than counterblalanced
onlyinterest
by
earnings on the trust fund). Accordingly, the trust fund
builds up quite rapidly and even some 50 years hence is growing
at a rate of over $2}. billion per year (and at that time is about $130
billion in magnitudee. On the other hand, under the high-cost estilmate, the benefit disbutrsemlents exceed contribution income after
1975, and the trust fund after building up a maximum of about $40()
billion in 1975--0 decreases thereafter until exhausted shortly before
the year 2000.
'lheose results for the low-cost and high-cost estimates are to be
expected since tlh system on an intermlediate-cost estimate is alpproximately self-supporting. Accordingly, a low-cost estimate should
show that the system is more than self-supporting and a high-cost
estimate should show that a delficiency will arise in later years. Il
actual practice under tle financing basis established by the Congress,
the tax schedule un(loubtedly would be adjusted in future years so
that neither of the developments of tile trust fund under the low-cost
and high-cost estimates shown in table 17 would ever eventuate.
'T'hus, if actual experience followed the low-cost estimate, the contribution rates would probablybl adjusted downward, or perhaps woullI(
not be increased as scheduled. On the other hand, if tle Oxperience
followed the highl-cost estimate, tlie contribution rates would have to
l)o raisedalI)ovo those scheduled. At aniy rate, consid(leing tlhe high-cost
estimate, it l)l)pears likely that under any roasonal)lo circumstances,
tliero will be ample funds for several decades even under relatively
unfavorablo oxpiriOnco.
According to the intelrmedliate-cost estimate, contril)ution income
exceeds benefit disbursements until about 1980. Accord(ingly, the
trust, fllnd grows steadily, reaching a maximum of about $65 'billion
ill 1985), IInd then declines slowly. 'his
Tlecrease indicates that. the
tax schedulle ill the lawr is not qu(lite self-supporting according to this
intermediate-cost estimate, but it is sufficiently close for all practical
purposes considering tioe uncertainties and( vtiriations inhcrIont in tle
cost estimates.
41517'--56 S. Doc, 83-1, vol. 8- 33
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A factor mentioned earlier, Ibut not used in the actuarial projections,
is the trendl, exlil)ite(l in the )nast, of an irregular but upward movemlit, in e(anings, Ioth ofn a dollar basis and in the form of real wages.
e n
If tilis secular tire(l
otsherl
being equal--the
tel
tIingls
continues,
contributions
both
culI'ves of lbnelits an
would
)b more steeply
anl
alcenlling tllnn shown. 'TIli1e lpard changes in the contribution
(urves, however, woulll b)e far 11more accentulated than would be such
c!hianIes in t le Ibenefit curves. ''Tere are several reasons for this, the
import ant one lceing that tlie benefit increase woull 1)e dnamened
1)et
cI 1184'
(1) 'The )benefits are determinedd l)y the average monthly wage up
to the maximliu of $300; 55 percent is applied to tloe first $100 thereof
and 15 1)(ercent to that part al)ove $100. As average earnings increase
anl(l as Ilore )oersoils apl)roach or reach the $300 maximum, a larger
portion of such earnings falls inl that bracket of tle benefit formula
to which the 15-percent rather than tle 55-percent rate applies. Thus
benefits are smaller in relation to earnings, and consequently in relation
to con t

iblu tions.

(2) jAny vyar's contributions are substantially based on the covered
earnings of that year, while any year's benefits in force are based on
w\\,iht ed composite earnings of all previous years in which the insured

areo paid worked in covered
including-in
lelp!loymnent,
years-earnings of
e
as much as 60 years
previously.
T'lhe assumption of steadily rising earnings in conjunction with an
ulalnendld benefit formula would have an important bearing in
cost of the program. With such an
considering the future
long-range
rise
in
tile
earnings would seem to offer significant
nssuIli)tion,
financial help in the financing of benefits because contributions at a
fi(xel l)Vrcentage rate wollld( increase steadily relative to benefit disIursemnents; but thle benefits paid to beneficiaries would steadily
(i:ninish in relation to current earnings levels. ii such a case,
savings in cost, it is likely that from the
ofl'setting this apparent
lonl-rlanle point of view the present benefit formula would not be
!ailtailltn(l. Rather, revisions would probably bo made by the
( congresss perhapss with some delay) which would make average
relative to tile then-existing earnings level as
a(lequate
I:enefits asbenefits
under tlhe present formula are in relation to the
1ave(!ragl
level prevailing iwhentlle 1952 amendments were enacted.
In reviising tle benefit schedule to conform with the altered e earnings
level, thle chlalfged cost and contribl)tioln picture would have to be
rlls is cesl)ecially so as to changes resulting from tlie fact
conssidlerled.
be basetl on earnings prevailing at the time of such
benefits
would
tlint.l
1
1and
c('lh(
thereafter, whIile the accum elated trust fund at. that time
would have developedd from contributions on the lower earnings prevailing during tlipe past. 'iThe fund thus would not play as important
a role in financing the program as would have been the case if the
larningsl level had not clanged. If it is assumed that the bQncfit level
in tlhe future will b)e adljustedi in proportion to tlhe increase in the
average earnings, tile level-prelmillm cost of tile program, expressed
as a )eren('etage of taxable earnings into perpetuity, is increased becauisc of the diminisishing part l)layed by thle accumulated trust fund
i'solts

on whose account the benefits

thus

far distant future
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small annual rates of increase in
financing the program.for For
rates less than the assumed valuation
earnings (i. c.,
average
be parItially counterbalanced
l
interest rate) this increase in co:t may
which
time
would
tlhe
undoubtedly occur between tleo rise
lag
by
ill earnCing1 s levelaCnd the amendment of the benefit. provisions. However, for larger rates of increase in average earnings the level-premium
cost into l)lpertuity would be theo ulltilmate cost, because the fund
would ultimately play virtually no role in the financing of the benefits.
Nevertheless, during the course of tills century, at least, the interest
income from the fund would continue to be a significant amount
wlihen related to total disl)ursemenlts.
In addition to excluding the assumption of increasing wages in
tile future, tleo detailed cost estimates given have avoided dealing
witll various other important secular trends. 'These have diverse
effects on costs which cannot now be adequately extrapolated into
the future. On illustration is the lengthening of the period of childh1ood orpreparation for work. Another possibility is a drastic change
ill tile average age of retirement. either to a considerablly lower effective
age so that practically all persons would retire at the minimum age
of 65 or conversely to a higher effective age under circumstances of
health conditions combined with good employment
grentiy improved
opportunities, such that few would retire before age 70 or even 75.
in

SUIMMARY AND) CONCLUSIONS

The Social Security Act amendments of 1950 have materially affected tile fund's income and disbursements. During fiscal year 1952,
the first full year of operations of the expanded program, benefit
disbursements were $2 billion, or about 23/ times the amount in
fiscal year 1950, whlicli was the last full fiscal year before the 1950
amendments went into effect. llUnder the Social Security Act amenedilents of 1952 benefit disbursements will probably amount to $2.6
I)illion in fiscal year 1953. In tlhe last of the 5 fiscal years allead,
annual payments are expected to total between $4.1 and $4.5 billion.
Tlie trend in benefit payments will be upward throughout the reIllainlder of thle century; by 1970 benefit disbursements are expected to
increase 3 to 3'2 times their level in fiscal year 1953.
1)espite the large increase in benefit. disbursements, contributions
ill each of
paid 5 by employers, employees, and self-employed persons
to continue to b)e
years toimmediately ahead are expected
tile fiscal
wholly sufficient meet, tile disblursements; of the old-age and survivors insurance progriaml in eacli of these years.
'llhe military as well as the economic aspects of tile defense program
to which thle ,Nation is committed have far-reaching impllications for
the old-age and survivors insurance program. Some of them are
immediately
apparent. For example, the transfer of large numbers
of persons from civilian employment to tile armed services rises tile
questionn as to tile extent antl type of old-age and survivors insurance
protectionn to be provided to veterans and how such protection should
be (inanccd. Tlle benefits provided to survivors of World War II
veterans ull(er the 1946 amendments were financed by special appropriations and not charged to the trust fund. The 1950 amendments
which provided additional benefits for World War II veterans, and
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the 1952 amendnlents which provided additional benefits on account
of active military or naval service from July 25, 1947, through December 31, 1953, charged to the trust fund not only these additional
benefits I)ut also those payable under the 1946 amendments. In any
consideration of legislative proposals to extend beyond December 31,
1953, the period of active service for which wage credits are granted,
Congress will need to consider again whether the costs of these benefits
are a proper charge against tlie trust fund or whether they should be
met by funds specially appropriated for this purpose.
Otier effects of the defense program are more difficult to assess.
There is need for further study of the financial aspects of the program.
In such study, there should continue to be emphasis on the relationships over the years between the income and disbursements of the
fund.
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