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TWELFTH ANNUAL REPORT OF THE BOARD OF
TRUSTEES OF THE FEDERAL OLD-AGE AND SUR-
VIVORS INSURANCE TRUST FUND

INTRODUCTORY STATEMENT

The Federal old-age and survivors insurance trust fund was estab-
lished on January 1, 1940, under the provisions of section 201 of the
Social Security Act, as amended. The fund is held by the Board of
Trustees comprised of three ex officio members: the Secretary of the
Treasury, who is also the managing trustee; the Secretary of Labor;
and the Federal Sceurity 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, 1951, the expected
receipts and disbursements during the five fiscal years following that
date, and the long-range actuarial status of the fund. It also discusses
the far-reaching effects of the 1950 amendments on the operations
of the trust fund.

The Social Security Act Amendments of 1950 (Public Law 734,
81st Cong.), which lowered the eligiblity requirements, increased
the benefits, and extended the coverage of the insurance program,
were enacted carly in the fiscal year reviewed in this report. The
new eligiblity and benefit provisions became effective on September
1, 1950, and the new coverage provisions on January 1, 1951. Al-
though they do not represent a full year’s operations under the
amended act, the revenues and disbursements of the trust fund were
substantially increased in fiscal year 1951 by the larger benefit rolls,
the higher level of benefits, and the broader coverage that resulted
from these 1950 amendments. In addition, 1951 was the first full
fiscal year under the increased contribution rates that became effective
on January 1, 1950. The rise in the fund’s revenues in fiscal year
1951 as compared with fiscal year 1950, therefore, was affected by both
the larger number of workers covered and the higher rate of contribu-
tions.

The operations of the trust fund during the year were also influenced
by economic developments. Employment and earnings rose above
the already high levels reached in 1950. Total civilian employment
in fiscal vear 1951 averaged 60.8 million, or 3 percent higher than in
1950. Average nonagricultural employment for the 12 months of
fiscal vear 1951 was about 4 percent higher than in 1950. Unemploy-
ment, which averaged 3.7 million in 1950, fell to an average of 2.2
million in fiscal year 1951. Payrolls in civilian employment totaled
about $153 billion in fiscal year 1951, about $21.5 billion above 1950
payrolls.
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2 FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND

This rise in employment and earnings combined with the extended
coverage under the 1950 amendments to increase the number of wage
earners receiving wage credits under old-age and survivors insurance
to abcut 46.0 million in the last quarter of fiscal year 1951, a gain of
about 16 percent over the corresponding quarter in 1950, and to in-
crease the total wages taxable under old-age and survivors insurance
to $31.0 billion in the last quarter of fiscal year 1951, a rise of about
28 percent over the same quarter of the preceding year. These figures
include practically none of the self-employed whose annual income
from self-employment was first taxable under the program for calendar
year 1951 or for the taxpaver’s fiscal year beginning in 1951.

These changes, partly legislative and partly economic, resulted in
even greater relative increases in the receipts and disbursements of
the trust fund. The contribution income of the trust fund rose to an
“all-time high of $3,120 million, an increase of $1,014 million over fiscal
year 1950, Benefit payments rose by $771 million and totaled $1,498
million. The total number of beneficiaries in June 1951 was 4,034,000
or 38 percent more than in June 1950. Retirement beneficiaries (in-
cluding entitled wives, dependent husbands, and children of old-age
beneficiaries) numbered 2,748,000 in June 1951 or 49 percent more
than 1 year earlier. There were 1,285,000 survivor beneficiaries in
June 1951 or 18 percent more than in June 1950. During the fiscal

ear the trust fund received interest of $287 million and increased
1ts assets to a total of $14,736 million.

A substantial factor in increasing the amount of contributions re-
ceived by the fund during the past few years has been the upward
trend in average earnings. This rise has implications for benefits as
well as for contributions. The income of the old-age and survivors
insurance trust fund is derived from contributions which are a per-
centage of earnings in employments covered by the program. Thus,
8 rise in average earnings increases the income of the fund, even
though the contribution rates remain unchanged. At the same time,
because of the weighted nature of the benefit formula, benefit lia-
bilities do not increase to the same extent as contribution revenues.
Consequently, as the wage level rises, there is a drop in the percentage-
of-payroll cost of benefits payable under the present act.

The economic consequences of hostilities in Korea, the defense
preparations, and the programs for economic and military aid to
Western European nations will have far-reaching effects on the
operations of the trust fund, both short-range and long-range. These
consequences, resulting for example from higher money earnings in
covered employment, increased employment of women, and deferred
retirement of older workers, cannot be fully appraised at this time,
but as far as possible they are taken into account in this report.

Because it 1s difficult to foresee economic developments during the
next 5 years the assumptions on which the Board has based its esti-
mates 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 recognition of the
difficulties of estimating future trust fund income and disbursements
under constantly shifting economic conditions.



FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND 3

SOCIAL SECURITY ACT AMENDMENTS OF 1950

The 1950 amendments to the Social Security Act (Public Law 734,
81st Cong.), which represented the first major legislative changes
in the old-age and survivors insurance program since enactment of the
1939 amendments, became law during the 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 self-employed persons hitherto excluded. The re-
quirements pecessary to qualify for receipt of benefits were relaxed
greatly. Benefit amounts payable to present and future beneficiaries
were increased substantially. A schedule of contribution rates was
adopted which Congress believed wiil make the system self-supporting.

The more important changes significant from an actuarial stand-
point will now be presented in greater detail.

1. Coverage was extended compulsorily to 7-8 million additional
persons, including regularly employed domestic and farm workers;
most Federal employees not covered under the civil-service retirement
program; the nonfarm self-employed other than doctors, lawyers,
engieers, and members of certain other professional groups; workers
and the self-employed in Puerto Rico and the Virgin Islands; and a
few other small occupational classes. In addition, two categories of
wage earners 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. In
June 1951, about 75 percent of all persons in paid employment in this
country were covered by the old-age and survivors insurance program.

2. Benefits are paid in certain circumstances in which no benefits
would formerly have been paid.

(@) The requirements for fully insured status were liberalized by
introducing & new starting date for determining such status. This
“new start”’ enables many persons at least 65 years of age who did
not meet the former requirements to beeome immediately eligible to
receive retirement benefits. It also removes the disadvantage the
newly covered groups would otherwise have faced in acquiring eligi-
bility.
(b) Provisions defining dependency were modified to permit the
payment of survivor benefits to all unmarried children under 18 years
of age whose mothers were currently insured at time of death.

(¢) Several new benefits for dependents and survivors of insured
persons were added.  Benefits equal to 50 percent of the primary
insurance amount arc payable to a wife, under 65 years of age, of an
old-age (primary) beneficiary as long as she has in her care a child
entitled to benefits on her husband’s carnings.  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 deccased woman worker. Iusband’s and widower’s
benefits are equal to 50 and 75 pereent, respectively, of the primary
1nsurance amount.

(d) The provisions governing the withholding of benefits because of
work in covered emp%oyment were liberalized. Eligible persons at
least 75 years of age can receive benefits regardless of the amount of
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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.

(¢) Lump-sum death benefits are paid even though monthly bene-
fits are payable to survivors for the month in which the wage earner
died.

(/) 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.

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

(6) 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 start-
ing date must be used.

(¢) For persons whose average monthly wage is calculated on the
basis of wages and self-employment income after 1950, the monthly
primary insurance amount will be 50 percent of the first $100 of aver-
age monthly wage, plus 15 percent of the next $200. The minimum
primary insurance amount ranges from $25 for persons with average
monthly wages between $35 and $50, down to $20 for persons with
average monthly wages below $31.

(d) For persons already on the beneficiary rolls, benefits were in-
creased by means of a conversion table contained in the new amend-
ments. This table increased primary insurance benefits by 77% per-
cent, on the average, with a range of from 100 percent for the smallest
benefit to 50 percent for the largest benefit. Where the wage earner
lacks 6 quarters of coverage after 1950, benefits to future beneficiaries
will be based on an average monthly wage computed over all years
after 1936. 1In all cases where the average monthly wage is computed
over all years after 1936, including cases referred to in subpara-
graph () above, the old benefit formula will be used, except that no
I-percent increment will be included for years after 1950. The
amounts so computed are then increased by means of the conversion
table.

(¢) Parent’s benefits were inereased to 75 percent of the primary
ingurance amount. Child-survivor benefits were increased to the
sum of (1) 50 percent of the primary insurance amount, and (2) 25 per-
cent of the primary insurance amount, divided equally among all child
beneficiaries in the family. The amount of the lump-sum death pay-
ment was changed from six times the primary insurance benefit to
three times the primary insurance amount.

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

4. Wage credits of $160 a month are given to persons for each
month of service in World War 11, unless benefits (other than ordinary
veteran’s benefits) based on such service are payable by another Fed-
eral retirement system. No provision is made to reimburse the trust
fund from the general funds of the Treasury for the additional costs
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arising from such wage credits. Accordingly these additional costs
are borne by the trust fund.

The survivorship protection provided to certain World War 1I
veterans by the Social Security Act Amendments of 1946 has been
continued by the present amendments. However, the additional
costs of these 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 1% percent
each on taxable wages for calendar years 1951-53; 2 percent each for
calendar years 1954-59; 2% percent each for calendar yéars 1960-64;
3 percent each for calendar years 1965-69; and 3% percent each there-
aftor. The contribution rates on self-employment income are equal
to one and one-half times the corresponding employee rates.

The provision which was added to the Social Security Act in 1943
authorizing appropriations to the trust fund from general revenues
when needed to meet costs was eliminated.

Actuarial estimates, prepared at the time the 1950 amendments
were being considered by Congress, indicate that on an intermediate
basis the level premium cost of the system is 6.05 percent of payroll.!

NATUR]{G OF THE TRUST FUND

Amounts accumulated under the old-age and survivors insurance
program are held in the Federal old-age and survivors insurance trust
fund, and financial operations under the program are handled through
this fund. The primary source of the fund’s receipts is amounts
deposited in or appropriatgd to it under permanent appropriation on
the basis of contributions paid by workers and their employers, and
by individuals with self-employment income, in employments covered
by the old-age and survivors insurance program. All employees and
their emplovers in employments covered by subchapter A of chapter 9
of the Internal Revenue Code (Federal Insurance Contributions Act)
or under State agreements made pursuant to section 218 of the Social
Security Act, as amended, are required to pay contributions with
respect to the wages of individual workers. All individuals with self-
employment income covered by subchapter E of chapter 1 of the
Internal Revenue Code are required to pay contributions with respect
to their self-emplovment income. In general, an individual’s con-
tributions are computed on annual wages or self-employment income,
or both wages and self-employment income combined, up to a maxi-
mum of $3,600, with the contributions being determined first on the
wages and then on any sclf-employment income necessary to make up
the $3,600.

Except for amounts received by the Secretary of the Treasury under
State agreements and deposited in the trust fund, all contributions
are collected by the Burcau of Internal Revenue and are paid into
the Treasury as internal-revenue collections.  Sums equivalent to 100
percent of the taxes imposed under subchapter E of chapter 1 and
subchapter A of chapter 9 of the Internal Revenue Code are trans-
forred to the trust fund from time to time on the basis of estimates
made by the Secretary of the Treasury. Proper adjustments are made

1 Source: Actuarial Cost Estimates for the Old-Age and Survivors Insurance System as Modified by the

Social Security Act Amendments of 1950, prepared for the use of the Committes on Ways and Means by
Robert J. Myers, actuary to the committee, dated July 27, 1950,

98166-—52 2
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periodically to the extent that the estimates are subsequently found
to differ from the actual amounts of 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 there-
after, subsequent acts of Congress extended the 1-percent rates through
calendar year 1949. On January 1, 1950, the rates rose to 1% percent
each for employees and employers, in accordance with the provisions
of the Social Security Act Amendments of 1947. The Social Security
Act Amendments of 1950 provide that these 1%-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 2% percent each on
January 1, 1960, to 3 percent each on January 1, 1965, and to 3% per-
cent each on January 1, 1970. Beginning January 1, 1951—the effec-
tive date of extension of coverage to self-employed persons—the rates
of tax on self-employment income are equal to one and one-half times
the corresponding employee rates.

The second source from which receipts of the trust fund are derived
is interest received on investments held by the fund. The investment
procedures of the fund are described later in this section.

The Social Security Act Amendments of 1946 added section 210
to the Social Security Act. This section provided survivors insurance
protection to certain World War IT veterans for a period of 3 years
following their discharge from the Armed Forces. Section 210 (d)
authorized Federal appropriations to reimburse the Federal old-age
and survivors insurance trust fund for such sums as were withdrawn
to meet the additional cost (including administrative expenses) of the
payments under this section. Under the Social Security Act Amend-
ments of 1950 this survivors insurance protection was continued, but
the resulting additional cost was to be met from the trust fund begin-
ning September 1, 1950.

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

Public Law 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 will be trans-
ferred 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.
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With respect to the allocation of costs between the two systems,

Public Law 234 requires the Railroad Retirement Board and the
Federal Security Administrator to— .
determine, 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 ‘‘employ-
ment’’ as defined in the Social Security Act and in the Federal Insurance Contribu-
tions 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 rail-
road retirement account to the trust fund. The legislation further
provides that at the close of fiscal year 1953 and each fiscal year there-
after annual reimbursements are to be effected between the railroad
retirement account and the trust fund in such amounts as would,
taking into consideration the amount determined for the period
through June 30, 1952, place the trust fund at the end of the year in
the same position in which it would have been if railroad employment
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 such reimbursement against
the amount determined for the period through June 30, 1952.

Expenditures for benefit payments and administrative expenses
under the old-age and survivors insurance program are paid out of the
trust fund. These expenditures for the fiscal year 1946 and previous
years included such reimbursements to the Treasury for administrative
expenses incurred under the program as were authorized by section
201 (f) of the act. Successive acts of Congress have modified the
procedures in accounting for these expenses. Thus, during fiscal
years 1947 and 1948 progressively increasing portions of the program’s
administrative expenses incurred by the Federal Security Agency
were charged directly to the trust fund and not reimbursed from the
fund as they had been in the preceding fiscal years. Beginning with
fiscal year 1949, all expenses incurred by all offices of the Federal
Security Agency in carrying out the provisions of title IT of the Social
Security 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 managing trustee, who makes the payments from the trust fund
in accordance therewith. Prior to July 16, 1946, certifications for
payments were made Ly 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
December 31, 1950, these refunds will be paid from the Treasury
account for refunding internal revenue collections. The Social Secu-
rity Act Amendments of 1950 direct the managing trustee to pay
from time to time from the trust fund into the Treasury as repay-
ments to the account for refunding internal revenue collections the
amount estimated by him to be contributions which are subject to
refund with respect to wages paid after December 31, 1950.
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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 vestricts per-
missible 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
outstanding obligations at their market price. In addition, the Social
Security Act authorizes the issuance of special obligations exclusively
to the trust fund. Such special obligations are required to bear
interest at a rate equal to the average rate of interest, computed as of
the end of the calendar month next preceding the date of their issue,
borne by all interest-bearing obligations of the United States forming a
part of the public debt (where such average vate is not a multiple of
one-eighth of 1 percent, the rate of interest on such special obligations
is required to be the multiple of one-eighth of 1 percent next lower
than such average rate).

Interest on public issues held by the trust fund is received by
the fund at the time the interest bécomes 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 be redeemed at par plus accrued interest.
Interest receipts and proceeds from the sale or redemption of obliga-
tions 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 dis-
bursements are expected to increase markedly over a long period
because the number of persons aged 65 and over will be increasing
for many decades, and because an increasing proportion of such aged
persons will be qualifying for benefits under the old-age and survivors
insurance system.

On June 30, 1951, there were about 12,700,000 persons aged 65
and over, a number equivalent to about 8 percent of the total popula-.
tion. It is estimated that by the end of 50 years the number of per-
sons aged 65 and over may be 1% to 2)4 times as large as on June 30,
1951, and represent from 10 to 16 percent of the population. The
effect on the finances of the old-age and survivors insurance system
of this expected change in the number of aged persons will be even
greater than may at first appear because, compared with the present
situation, a much larger proportion of aged persons 50 years hence is
expected to be eligible to receive benefits under the program. The
future financial soundness of this system, with its rising rate of dis-
bursements, 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 contribution and benefit amounts,
providing a margin of safety against relatively short-term contin-
gencies to insure the payment of benefits without sharp changes in
rates paid by contributors. These reserves will provide additional
resources against a sudden increase in total benefit amounts or a
sharp decline in contributions, both of which could occur simultane-
ously during any reversal in business activity.
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SUMMARY OF OPERATIONS OF TRUST FUND, FISCAL YEAR 1951

A statement of the income and disbursements of the Federal old-age
and survivors insurance trust fund in the fiscal year which began on
July 1, 1950, and ended on June 30, 1951, and of the assets of the fund
at the beginning and end of the fiscal yeéar, is presented in table 1.

The total receipts of the trust fund during tbe fiscal year 1951
amounted to $3,411.5 million. Of this total, $3,119.5 million repre-
sented amounts appropriated to the fund in accordance with the con-
tinuing appropriation 1n section 201 (a) of the Soctal Security Act as
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 $0.9 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 $3,120.4
million, appropriated or deposited, represented a 48-percent increase
over appropriations in the preceding fiscal year. This large increase
resulted from the combined influence of three factors: (1) Increase in
total taxable earnings because of () higher wage rates and (b) a
larger number of persops in covered employment due chiefly to ex-:
tension of coverage effective January 1, 1951; (2) increase from $3,000
to $3,600 in the maximum amount of annual taxable earnings, effective
January 1, 1951; and (3) increase in the contribution rate for employees
and employers from 1 percent each to 1% percent on January 1, 1950,
with the 1esult that the higher rate, which was in effect during only
half of fiscal vear 1950, was in cffect during the entire fiscal year 1951.
The other $291.1 million of receipts consisted of $287.4 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 cffect prior to the
enactment of the Social Security Act Amendments of 1950.

TaBLE 1.—Statement of operations of the Federal old-age und survivors insurance
trust fund during the fiscal year 19511

Total assets of the t.ust fund, June 30, 1950_ . __ . e $12,892, 611, 815. 66
Receipts, fiscal year 1951:
Insurance contributions:
Appropriations . __ ... ... ... $3, 119, 536, 743. 54
Deposits, arising from State agreenients 867, 204. 41

Total insurance contributions
‘Transfers from general fund___._.__
Interest on investments ... ...

_. $3.120, 403, 047. 95
- 3, 694, 000. 00
287,391, 831.37

Total receipts_ ... .. . ... [V P 3,411, 489, 779.32
Disbursements, fiscal year 1951: -
Benefit payments. o .o 1, 498, 087, 989, 24
Administrative expenses .. ..o oeoiiaeoiis 70, 446, 898, 72
Total disbursements. .. . ... oo 1, 568, 534, 887. 96

Net addition to trust fund_ ... _....__. T 1,842 954,801, 36

14, 735, 566, 707. 01

Total assets of the trust fund, June 30, 1951
1 On basis of Daily Statement of the U, 8, Treasury.

Disbursements from the trust fund during the fiscal year 1951
totaled $1,568.5 million, of which $1,498.1 million consisted of benefit
payments, and $70.4 million for administrative expenses of the insur-
ance program. The total amount of benefits paid during the fiscal
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year exceeded benefits paid in the fiscal year 1950 by 106 percent,
the increase being due chiefly to certain provisions of the Social
Security Act Amendments of 1950 which became effective beginning
in September 1950 and which resulted in (1) a larger number of
persons drawing benefits primarily because of the liberalized qualify-
ing requirements, and (2) higher benefit amounts payable to all
beneficiaries.

Administrative expenditures of the fund were 2.3 percent of con-
tribution income and 4.7 percent of benefit payments in fiscal year
1951. These were lower than the corresponding percentages—2.7
and 7.8—in the preceding fiscal year. Figures for cach of the years
1941-51 are shown in table 2.

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

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

Fiscal year Fiscal year

Co?itorrl‘bu- Benefit Cortli%'l;bu' Benefit

income payments incoms payments

DISTEyer e
[N RS i =]
e to
SEnxRE
AN i 0O Ay
NTSAICTeS
[CLEN I CRY=Ye )
puPoD
oL

The distribution of benefit payments in fiscal years 1950 and 1951
by type of benefit is shown in table 3. Approximately 78 percent of
the total benefit payments from the fund in the fiscal year 1951 were
accounted for by monthly benefits to aged persons—retired wage
earncrs and their wives (including a relatively small number of wives
under age 65) or dependent husbands, and aged widows, dependent
widowers, and dependent parents of deceased wage earners. Ap-
proximately 19 percent of the 1951 benefit payments represented
monthly benefits on behalf of children of deceased or retired workers
and payments to mothers—practically all of them under age 65—who
had children of deceased wage earners in their care. The balance of
the benefits paid in the fiscal year 1951 consisted of lump-sum pay-
ments 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 August 1950.
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TaBLE 3.—Estimated distribution of Treasury disbursements for benefit payments
under the old-age and survivors insurance program, by type of benefit, fiscal years
19560 and 1951

[Amounts in millions]

1950 1951
Type of benefit p t P
ercen ercent
Amount | ooy | Amount | s total

Total. - i $727.3 100 | $1,498.1 100
Monthly benefits *. .. ____ ... 693.3 295 | 1,453.8 3197

Old-age (retired workers 65 0orover). ... ... _._.___. ... 412.6 57 891.8 60
Wife’s or husband’s (wives or dependent husbands, 65 or
over, of old-uge beneficiaries, or their wives regardless of

age if caring for child beneficiary) ________ . ______________ 66. 1 9 138.7 9
Widow’s or widower’s (widows or dependent widowers 65
.oroverof workers) ... .. . _____ ... ... ... 67.0 9 128.2 9
Parent’s (dependent parents 65 or over of deceased workers) - 2.3 ) 6.2 )
Child’s (children under 18 of old-age beneficiaries) . 5.1 1 9.4 1
Child’s (children under 18 of deceased workers)_ ... ... 99.8 14 210.8 14
Mother’s (widows or denendent divoreed wives of deceased
workers caring for child beneficiary).._.____ ... __ .. ... 40.4 6 68.7 5
Lump-sum henefits (wage carner died after August 1950, or
before September 1940 with no survivor immediately eligible
for monthly benefits)....________________ . ______ ... 3.0 5 44.3 3

1 Effective September 1950, under the Social Security Act Amendments of 1950, (1) benefits became pay-
able to wives under age 65 with child beneficiaries in their care, to aged dependent husbands or widowers
and to dependent divorced wives with child beneficiaries in their care; and (2) the terms ‘‘primary insurance
benefit” and ‘“widow’s current insurance benefit” were changed to “old-age insurance benefit” and
‘“‘mother’s insurance benefit,” respectively.

2 Totals do not represent the sum of rounded components.

3 Less than 0.5 percent.

At the end of the fiscal year 1951, approximately 4.0 million persons
in 2.9 million families were receiving monthly benefits at an annual
rate of $1,725 million. At the end of the preceding fiscal year, the
monthly benefit rolls included 2.9 million persons in about 2.1 million
families to whom monthly benefits were being paid at an annual rate of
$728 million. Average monthly family benefits at the end of June 1951
showed substantial increases over the corresponding averages a year
earlier (table 4) because of the higher benefit rates provided by the
Social Security Act Amendments of 1950. Payments to retired
workers with no dependents receiving benefits averaged $40.90, an
increase of 60 percent. The average for a retired worker and his aged
wife was $70.40, 68 percent more than a year earlier. For survivor
families, the average benefits ranged from $30.60 for aged dependent
widowers and $35.10 for families in which only one child was receiving
benefits to $91.50 for families consisting of a widowed mother and two
children. Percentage increases in benefit amounts for parent and for
child families were exceptionally large, reflecting not only the higher
benefit rates under the 1950 amendments but also the provisions that
increased the amount of parent’s benefits from one-half of the primary
insurance amount to three-fourths and that increased the benefit
amount for one or more surviving children by one-fourth of the primary
insurance amount, divided equally among the children.
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TABLE 4.—Estimated number of families and beneficiaries receiving benefits and
their average monthly family benefit, by family group, end of fiscal years 1950 and
1951

|
TJune 30, 1950 1 June 30, 1951 Pereent-
_ e age in-
crease in
Family classification of beneflciaries (NumberiNumber| y o o [Number Number) 4 ;o0 ra:]gr:hﬁ;
receiving benefits of fam- | of hene- monthly of farn- | of bene- monthl famil
‘ ilies (in | ficiaries farnil Y| 1lies (in | ficlarics famil y be ‘53{
thou- |(in thou-{ R0 1 thou- |(in thou-| (A | oEHEtt:
sands) | sands) Cnd sands) | sands) ene ‘w%’m
TOtAl - - oo 20517 | 2.030.4 ... _..| 2,866.5] 4,033.6 | ______{ ... ____
Retired worker families. ... ... _ 1, 384 8 1, 839.2 .. ____ 2,090.7 [ 2,748.2 | | __.
Workeronly__________.__________ 940.0 940. 0 §25.50 | 1,478.8 | 1,478.8 $40. 90 60
Male ... 739.7 0.7 26.80 | 1,001.1 | 1,001.1 43. 50 62
Female - 200.3 200. 3 20, 80 387.7 387.7 33. 60 62
Worker and wife aged 65 or ovi or. 418.8 837.6 41. 90 568.5 | 1,137.0 70. 40 68
Worker and wife underage 6512 |_________ [ P .8 1.6 63.20 ... _____
Worker and aged dependent
husband '._. . . _______ - FUNDER O 2.4 4.8 59.50 |- oo.....
Worker and 1 child. - 340 41, 40} 10.2 20.4 65. 80 59
Worker and 2 or more childre 26.7 51. 40 56 17.8 74. 80 46
Worker, wife aged 65 aor over, and
1 or more children ___..__. .3 .9 57.30 .4 1.3 93. 40 63
Worker, wife under age 65, and 1 i
or more children ' __________ .. R IR 24.0 86. 5 7310 .o __
, ==
Survivor families_________.__________. ‘ 666. 9 $1,285.4 | Lol ...
Aged widow _________.___________ 290. 2 350.1 36. 20 73
Aged dependent widower 1 __ T R DU . .2 30.60 | ...
Widowed motheronly 2. 3.3 3.3 21. 40 2.0 2,0 36.10 69
Widowed mother and 1 ¢hild . ___ 81.0 162.0 36.70 88.0 176.0 75,00 104
Widowed mother and 2 children . 45.4 136.2 50.70 61. 4 184.2 91. 50 80
Widowed mother and 3 or more i
children.. . . ______._ . _______ 271 110.6 54. 50 41.0 | 171.0 90.00 65
Dependent divorced wife and 1 or i
more children ! O o 1 .2 84,40 'L ________
lehildonly..____.._. . 110.8 110. 8 13. 50 122.3 122.3 35.10 160
2 children___ . 51.2 102. 4 26. 80 49.9 99. 8 59. 80 123
3 children. . 19.5 8.6 37.70 19.5 58.5 75. 60 101
4 or more children. ___________ 25.3 103.0 50 10 25.5 104. 4 83. 60 67
1 aged dependent parent. 12.0 12.0 13. 80 14.7 14.7 36. 70 166
2 aged dependent parents 1.1 2.1 26.70 1.1 2.1 72.30 171

1 Effective September 1950, undor the Social Sccurity Act Amendments ol 1950, benefits became payable
to wives under age 65 with child beneficiaries in their care, to aged dependent husbands or widowers, and
to surviving dependent divoreed wives caring for child beneficiaries who are survivors of the divoreed
husband.

2 Benefits of child or children were being withheld.

3 Total does not represent the sum of rounded componoents.

Nore.—Estimates were prepared October 1951.

The total assets of the old-age and survivors insurance trust fund
amounted to $12,893 million on June 30, 1950. These assets in-
creased to $14,736 million by the end of the fiscal vear 1951, as the
result of an excess of receipts over disbursements amounting to
$1,843 million during the fiscal vear. Table 5 shows a comparison of
the total assets of the trust fund and their distribution at the end of
the fiscal years 1950 and 1951. The assets of the fund at the end of
the fiscal vear 1951 consisted of $14,323 million in the form of obli-
gations of the United States Government, $212 million to the credit
of the fund account, and $200 million to the credit of the disbursing
officer.

The Government obligations held in the trust fund consist of special
certificates issued directly to the fund and bonds issued to the public.
The asset value of the special certificates is their par value. The as-
set value of the bonds, as carried on the books of the Treasury De-
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partment, is the book value—par value plus unamortized premium
outstanding.

In accordance with the provisions of section 201 (c) of the Social
Security Act, as amended, the managing trustee invested during
fiscal year 1951 that portion of the assets of the trust fund which, in
his judgment, was not required to meet current withdrawals. This
section provides that direct obligations of the United States Govern-
ment as well as obligations guaranteed as to both principal and in-
terest 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 in fiscal year 1951, invest-
ments made for the fund consisted only of direct obligations of the
United States purchased on original issue. During each of the fiscal
vears 1948-50, however, investments included purchases of outstand-

o

ing obligations of the United States in the open market.

TaBLE 5.— Assels of Federal old-age and suryivors insurance trust fund, by type, at
end of fiscal years 1950 and 19511

June 30, 1950 June 30, 1951
Par value Book value ? Par value Book value 3
Investments:
Public issues (Treasury bonds):
214-percent bonds of 1959-62_____. $4, 205, 000 $4, 219, 194. 57 $4, 205, 000 $4, 217, 682. 45

58, 650, 000 58, 864, 403. 03 58, 650, 000 58, 846, 536. 11
116, 480,000  116,732,963.71| 116, 480,000 116, 714, 225. 67
83, 654, 000 84, 050, 487. 57 83, 654, 000 84,022, 638.33
455,447, 500{  455,978,142.53; 455,447, 500 455, 942, 766. 37
305, 677,500)  305,829,771.62) 305, 877, 500 305, 820, 254. 64
1,197,023, 250 1,201,147,658.48) 115121, 250{ 117,009, 166. 15

2}4-percent bonds of 1962-67
214-percent bonds of 1963-68
214-percent bonds of 1964-69
214-percent bonds of 1965-70
2i4-percent bonds of 1966-71
2L6-percent bonds of 1967-72
234-percent bonds, investment

series B-1975-80 o ]emeemm e oo e 1,081, 902, 000| 1,083, 835, 694. 26
Total publicissues _.......- 2,221,137, 250| 2,226, 822,621. 51 2,221,137, 250| 2, 226, 498, 663. 98
Special issues (certificates of indebt-
edness):
21¢-percent. certificates:

Maturing June 30, 1951_______ 10, 418, 000, 000,10, 418, 000, 000. 00
Maturing June 30, 1952 | cowooormm oo 1 12, 086, 300, 0600. 00
Total special issues.___.. .- 10, 418, 000, 000 |10, 418, 000, 000. 00/12, 096, 300, 000|12, 096, 300, 000. 00
Total investments___.__.... 12, 639, 137, 250|12, 644, 822, 621. 51‘14, 317, 437, 25014, 322, 798, 963. 98

Uninvested balances:

To credit of fund account_ _ .| cocoaooaooo 167, 861, 442. 30 212,311, 394.10
To credit of disbursing officer . .. |- 79,927, 751.84: _ 200, 456, 348. 93
Total SSOtS - o oo omemcc e mm o m e 12,892, 611,815.65(. . oo~ 14, 735, 566, 707. 01

1 On the basis of Daily Statement of the U. S. Treasury.
2 Par value plus unamortized premium outstanding.

The par value of the net increase in the investments owned by
the fund during the fiscal year 1951 amounted to $1,678 million. New
securities whose gross purchase price totaled $14,734 million were
acquired through the investment of reccipts of the fund, the reinvest-
ment of funds made available from the sale or maturity of securities
during the year, and the exchange of bonds of equal par value. Securi-
ties, consisting entirely of 2} percent special certificates of indebted-
ness, were redecemed during the fiscal year at their par value of $11,974
million. In addition, 2% percent Treasury bonds of 1967-72 with a
par value of $1,082 million were exchanged for 2% percent Treasury
bonds, investment series B-1975-80, of equal par value.

98166—52——3
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Of the new securities acquired, $13,652 million were in the form
of special certificates of indebtedness, $1,556 million of which were
redeemed during the year and $12,096 million of which mature on
June 30, 1952. These certificates were acquired at par and bear an
interest rate of 2) percent. This rate was determined by the average
rate of interest on the interest-bearing public debt which prevailed
at the end of the month preceding the date of issue of these securities.
The remaining $1,082 million of securities acquired during the fiscal
year were 2% percent Treasury bonds, investment series B-1975-80,
received in exchange for 2% percent Treasury bonds of 1967-72.
These new bonds, although nonmarketable, may be exchanged at any
time for marketable 1} percent 5-year Treasury notes of equal par
value, .

The average rate of interest on the interest-bearing public debt
at the end of a month, which determines the interest rate at which
special obligations are issued to the trust fund during the following
month, varies with changes in the composition of the public debt and
with changes in the particular rates of interest on different classes.
of securities. During the fiscal year 1951 the average rate of interest
on the public debt rose slightly. The rate was 2.247 percent on
May 31, 1951, as compared with 2.200 percent on June 30, 1950.
Because the rate exceeded 2% percent but remained less than 2%
percent at the end of each month in the period from June 30, 1950, to
May 31, 1951, the interest rate on all special issues acquired during
the fiscal year continued to be 2% percent.

STATEMENT OF THE EXPECTED OPERATIONS AND STATUS OF THE TRUST
FUND DURING FISCAL YEARS 1952-56

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 five fiscal years. The Board is required to
include in the report estimates of both the income and the disburse-
ments of the trust fund in each of the 5 years.

The income of the fund depends on the amount of taxable payrolls
and self-employment income in covered industries, rates of contribu-
tions, and interest carnings of the fund. The disbursements from the
fund depend on the number of persons eligible for benefits, the pro-
portion who apply for and receive benefits, and the amounts of benefit
to which they are entitled on the basis of past earnings. Consequent-
ly, both the income and the disbursements of the fund not only de-
pend on the legislative provisions, which were amended in 1950 so
as to increase substantially the number of bencficiaries and the level
of benefits paid beginning in September 1950, but they are also affected
by the general economic conditions. -

In this as in previous reports the Board presents estimates of in-
come and disbursements based on alternative assumptions. Alter-
native I shows the effect of assumptions postulating a relatively
high level of economic activity; alternative IT shows the effect of the
assumption of a somewhat lower level of economic activity.

For both alternative I and alternative I1, it is assumed that present
statutory coverage of old-age and survivors insurance will remain
unchanged throughout the period under consideration. The computa-
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tions of 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 1951 through 1953 and 2 percent cach during
the calendar vears 1954 through 1956; and 2} percent on the taxable
income from self-employment in calendar years 1951-53 and 3 percent
in calendar years 1954-56. The taxable earnings limit is assumed to
remain at $3,600 during the period 1951-56.

Estimates of the income and disbursements of the trust fund for each
of the five fiscal years 1952 to 1956, together with the resulting assets
of the trust fund at the beginning and the end of each year, are
presented in table 6. Single estimates are given for fiscal years 1952
and 1953, but for fiscal years 1954 to 1956 two sets of estimates are
presented based on the alternative economic assumptions. In
addition, the figures on actual experience in fiscal years 1940 to 1951
are shown.

TaBLE 6.—Operations of the Federal old-age and survivors insurance trust fund,
fiscal years 1940-56, subject to the assumptions and limilations stated in! the

text !
{In millions])

Transactions during ycar
. Fblé:idnsft Income Disbursements Fund at
Fiscal year ning of — y Net in- e;gagf
year 3 _ | Intercest .| crease "
. Appro on in- Benefit | Admin in fund
Total | pria- vest- Total | pay- |istrative
tions ? mer;ts 4 ments lexpenses
831,724 $42 O] $42 | $22 $10 $12 $20 | $1,745
1,745 744 $688 56 91 64 27 653 2,398
2,398 967 896 71 137 110 27 830 3,227
3,227 | 1,218 1,130 87 177 149 27 1,041 4,268
4,268 | 1,395 1,292 103 217 185 833 1,178 5, 446
5,446 | 1,434 1,310 124 267 240 827 1,167 6, 613
6,613 | 1,386 1,238 148 358 321 37 1,028 7,641
7,641 | 1,623 1, 460 163 466 426 41 1,157 8,798
8,798 | 1,807 1,617 191 559 512 47 1,248 10,047
10,047 | 1,924 1, 694 230 661 607 53 1,263 11, 310
! 11,310 | 2,367 2,110 257 784 727 57 1, 583 12,893
1950 . 12,893 | 3,411 3, 124 287 | 1, 569 1, 498 70 1,843 14,736
Estimated future e
ence: .
1952 eeioo 14,736 | 4,192 3,854 338 | 2,059 1,975 84 2,133 16, 868
1953 i en 16,868 | 4,437 4,030 407 | 2,337 2,250 87 2,100 18, 969
1954:
Alternative I_____ 18,969 | 5, 680 5,233 447 | 2,606 2,518 88 3,074 22,043
Alternative II.___| 18,969 | 5,105 4, 665 440 | 2,751 2,659 92 2,354 21,323
1955:
Alternative I___.__ 22,043 | 7,149 6, 620 529 | 2,848 2,757 91 4,301 26, 344
Alternative IT. .. .| 21,323 | 6,063 5, 563 500 | 3,100 3,006 94 2,963 24, 286
56:
Alternative I_____ 26,344 | 7,717 7,089 628 | 3,072 2,978 94 4, 645 30, 989
Alternative IT.___| 24,286 | 6,213 5, 648 566 | 3,376 3, 281 95 2,837 27,123

1 In interpreting the estimates in this table, reference should be made to the accompanying text which
describes the underlying assumptions. Past experience on basis of Daily Statement of the U. 8. Treasury.
Estimates were prepared February 1952.

3 Totals shown in this and other columns do not necessarily equal the sum of rounded components.

1 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 Amendments of 1946). Estimated conitributions for fiscal years 1952-56 are
based on statutory rates.

¢ Includes profits on marketable investments amounting to $138,668 in 1949 and $8,934 in 1950.

8 January-June 1940, fund having been established in place of old-age reserve account on Jan. 1, 1940.

¢ Represents assets transferred from old-age reserve account on Jan. 1, 1940.

7 Appropriations equivalent to contributions collected became effective July 1, 1940; appropriations
authorized undgr sec. 201 (a) of the Social Security Act of 1935 were made prior to Jan. 1, 1940.

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



16 FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND

In alternative I, it is assumed that employment and earnings will
be maintained at a high level through calendar year 1956. Hourly
wage rates, and therefore weekly earnings and average annual taxable
wages, are assumed to increase not only in accordance with long-time
trends but also because of the impetus of the defense program. The
earnings of the self-employed are assumed to follow a similar pattern.
Unemployment is assumed to remain at a low level. Benefit dis-
bursements are assumed to increase substantially, primarily because
of the long-range upward trend in the number of beneficiaries, and
partly because of the alternative method of computing benefit amounts
which becomes effective in calendar year 1952.

Under alternative I, aggregate income during the period of five fiscal
years ending in 1956 would amount to $29.2 billion, including $26.8
billion in contributions and transfers and $2.3 billion in interest.
Aggregate disbursements for the period would be about $12.9 billion,
with the highest expected annual disbursement about $3.1 billion.
The trust fund at the beginning of the fiscal year 1952 would amount
to about 4.8 times the highest expected annual disbursement during
the succeeding five fiscal vears.

The other set of estimates, alternative 11, is based on the assump-
tion that beginning in the second half of 1952 employment and wages
will increase less rapidly than under alternative I. It is assumed that
unemployment will be slightly higher than under alternative I. Asa
result, estimated taxable payrolls and earnings of the self-employed
in the periods affecting tax collections during fiscal vears 1954-56 and
therefore estimated contributions, are lower under alternative IT
than under alternative I. KEstimated benefit disbursements, on the
other hand, increase more rapidly under alternative IT than under
alternative I because a larger number of older workers withdraw from
or are unable to find jobs in covered employment.

The aggregate income of the fund for the five fiscal years 1952-56
under alternative IT would amount to $26.0 billion, including $23.8
billion in contributions and transfers and $2.2 billion in interest.
Aggregate disbursements would be $13.6 billion, with the highest
expected annual disbursement about $3.4 billion. The trust fund
at the beginning of the fiscal year 1952 would amount to about 4.4
times the highest expected annual disbursement during the period.

Public Law 234, enacted October 30, 1951, amended the Rail-
road Retirement Act to provide a new basis of coordinating the rail-
road 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 will
be transferred to the old-age and survivors insurance system. The
situation will be unchanged for workers who acquire 10 years or more
of railroad service. That is, the survivors of over-10-year railroad
workers will, as under the 1946 amendments to the Railroad Retire-
ment Act, 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 to—

determine, 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
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which it would have been at the close of the fiseal year ending June 30, 1952,
if service as an employee after December 31, 1936, had been included in the term
“gmployment’’ as defined in the Social Security Act and in the Federal Insurance
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 rail-
road retirement account to the trust fund. The legislation further
provides that at the close of fiscal year 1953 and each fiscal year
thereafter, annual reimbursements are to be effected between the
railroad retirement account and the trust fund in such amounts as
would, taking into consideration the amount determined for the
period through June 30, 1952, place the trust fund at the end of the
year in the same position in which it would have been if railroad
employment 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 the reim-
bursement against the amount determined for the period through
June 30, 1952. .

Both agencies are presently engaged in the development of joint
plans for conducting the necessary financial 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 defini-
tion of the term ‘“employee’” as used in the Social Security Act,
resulted in the exclusion from coverage of certain services previously
held covered. While the amended definition was made retroactive to
1937, certain wage credits established under the former definition
remained credited to the individual’s account. The law authorized
an appropriation to the trust fund from general revenues equal to the
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 accordingly prepared and submitted to Congress based on the
provisions of the Social Security Act in effect prior to enactment of
the 1950 amendments. A revised estimate based on the new amend-
ments has not yet been prepared and, accordingly, income from this
source is excluded from the appropriations shown in table 6.

Tncluded in the 1950 amendments to the Social Security Act are
provisions which have had a substantial effect on benefit payments.
The 1950 legislation provided for (1) an increase in benefits averaging
about 77% percent to 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 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 benefits who
otherwise would not have received them. As a consequence of these
and other provisions in the new amendments, benefit disbursements
during the five fiscal years 1952-56 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
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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 there-
fore the larger will be the number of deaths which will give rise to
valid claims for survivors benefits. However, over the short range
the amount paid out for survivors benefits will not be affected sig-
nificantly by variations in economic conditions. While favorable
opportunities for employment will operate to increase the number of
msured persons, and hence increase the number of new death claims,
such a high employment situation will tend to have counterbalancing
cffects 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 yecars will differ so little whether the economic
conditions of alternative I or alternative I are assumed that a single
set of estimates is deemed appropriate for both alternatives {(table 7).

TABLE 7.-—Treasury disbursements for benefit payments, distributed by classification
of beneficiaries, fiscal years 1941-586, subject to the assumptions and limitations

stated in the text !
fIn millions)

Disbursed to survivors of deceased insured
workers
Disbursed Monthly benefits $
bToraI Disbursed | to depend-
g enefit to old-age ents of
Fiscal year disburse- benefi- old-age Aged wid- | Widowed | Lump-
ments 2 ciarics 3 benefi- ows(.i do- mothers sump
ciaries 3 pendent . ¢ y
Total ¢ 'widowers, délp‘b(;;gggt payments
and de- -
wives, and
pendent children
parents i
$64.3 $31.4 $5.3 $15.3 $1.5 $13.8 $12.3
110.3 54.9 9.6 3L.6 41 27.5 14.1
149.3 72.4 12.7 47.5 7.9 39.6 16.7
184.6 86.8 15.2 63.6 12,1 51.5 19.0
239.8 109.1 19.2 85.8 17.7 68.1 25.7
320.5 153.9 27.2 113.4 24.7 88.7 26.0
425.6 219.2 38.4 139.4 33.8 105.6 28.5
5117 272.4 47.5 160. 5 43.7 116.8 31.3
607.0 333.0 57.7 184.0 55,6 128. 4 32.2
727.3 412.6 71.2 209. 4 69.3 140, 2 34.0
R 1,498.1 891.8 148.1 413.9 134.4 279.5 44.3
Estimated future dis-
bursements:
1952 . . ... 1,975 1,178 194 543 181 362 60
ig;z ................ 2,250 1,321 216 641 221 420 72
AlternativeI__| 2,518 1,462 238
o itermative L2 2650 1, 586 2 |} T 266 470 83
Alternative I__| 2,757 1,503 257
ogg temative I 3006 1,813 U 313 509 85
Alternative I__[ 2,078 1,710 275
Alternative IL.| 3, 281 1,976 311 } 907 362 545 87

! In interpreting the estimates in this table, reference should be made to the accompanying text which
describes the underlying assumptions. Estimates were prepared February 1952. .

 Totals do not necessarily equal the sum of rounded components.

* Effective Sept. 1, 1950, under the Social Security Act Amendments of 1950 (1) benefits became payable
to wives under age 65 with child beneficiaries in their care, to aged dependent husbands or widowers, and to
surviving dependent divorced wives caring for child beneficiaries who are survivors of the divorced husband;
and (2) the terms ‘‘ primary insurance benefit” and “widow’s current insurance benefit”’ were changed to
‘‘old-age insurance benefit’’ and ‘“mother’s insurance benefit,”” respectively.

4 Partly estimated.
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On the other hand, the lower the level of employment during the
next 5 years the larger will be the volume of benefit payments to
retired workers who have attained age 65, and to their eligible de-
pendents. 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 covered employment, later returned to it) and did not receive
benefits. Since fiscal year 1945, however, this proportion has de-
creased as the number of retired workers receiving benefits increased
relatively more rapidly than the number eligible for old-age benefits.
The proportion of eligible workers receiving benefits on January 1,
1951 (table 8), would probably have been highier 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 amend-
ments, claims for benefits had been received but had not yet been
completely processed.

Should “the high employment conditions assumed in alternative I
materialize, this trend is expected to be halted. Many persons in
newly covered occupations with no quarters of coverage before 1951
will become fully insured for the first time in 1952. Since they will
have been fairly regularly engaged in covered employment, relatively
few who thus become insured and are also eligible for old-age (primary)
benefits on January 1, 1953, are expected to be receiving them, thus
depressing the proportion of all eligible persons in receipt of old-age
benefits.

TaABLE 8.— Workers eligible for and receiving old-age (primary) benefils by attained

age, fiscal years 1941-56, subject to the assumplions and limitations stated in
the text!

All workers aged 65 and Workers aged 70 and
over Workers aged 65-69 ovor
Persons receiv- Persons receiv- Persons receiv-
Middle of fiscal year | nrym- ing benefits Num- ing benefits Num- ing benefits
Jan. 1) ber ber ber
eligible eligible eligible
gor Percent for Percent for Percent
benefits ? Num- of bene- .| Num- of bene- | Num- of
ber |number| fits? ber |[number| fits? ber |number
eligible eligible eligible
Thous. Pet. Thous. | Thous. Pet. Thous. | Thous. Pet.
112 20 376 85 23 172 28 16
200 29 445 134 30 235 66 28
260 31 522 153 29 309 107 35
306 30 608 156 26 408 151 37
378 30 708 167 24 536 211 39
518 35 805 212 26 664 306 46
702 43 868 271 31 769 430 56
875 48 930 325 35 883 550 62
1,048 53 1,000 380 38 990 668 67
1,286 59 1,069 474 44 1, 095 812 74
1,771 59 1,661 721 43 1,329 1,050 79
Estimated future ex-
perience:
1952 . _ 3,350 2, 280 68 1,810 955 53 1, 540 1,325 86
) £ 1:% 3,855 2,495 65 2,080 1,005 48 1,775 1, 490 84
1954
Alternative I_._ 4,210 2,705 64 2,230 1,050 47 1, 980 1,655 84
Alternative II._ 4,190 2, 900 69 2,220 1,200 54 1,970 1,700 86
1955:
Alternative I.__ 4,515 2,900 64 2,350 1,090 46 2,165 1,810 84
Alternative IT__ 4, 460 3,270 73 2,325 1,375 59 2,135 1,895 89
56 N
Alternative I___ 4,795 3,085 64 2, 455 1,125 46 2, 340 1, 960 84
Alternative I1. _ 4,720 3, 540 75 2,415 1,470 61 2,305 2,070 90

1 In interpreting the estimates in this table reference should be made to the accompanying text which
describes the underlying assumptions. Estimates were prepared February 1952. No adjustments have
been made to reflect changes arising from (1) provisions that coordinate the old-age and survivors insur-
ance and railroad retirement programs, and (2) military service in World War IL.

3 Rigures for 1941-51 are partly estimated.
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If the lower employment conditions assumed in alternative II
should materialize, it is expected that larger proportions of eligible
workers will be obliged to leave covered employment especially at
ages 65-69. Hence, despite a slightly smaller number of eligible
workers, the number receiving old-age (primary) benefits under
alternative II would considerably exceed that under alternative I.
Moreover, it is expected that the average old-age (primary) benefit
amount payable under alternative IT would exceed the average under
alternative I, inasmuch as many of the more steadily employed, and
therefore higher-paid, older workers who would not withdraw from
covered employment under the conditions of alternative I would not
be employed under the conditions of alternative II. In consequence,
alternative II would result in a substantially higher volume of benefit
payments to old-age (primary) beneficiaries and their dependents.

Table 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 1956. The growth in the number of eligible
workers aged 65-69 was gradual but uninterrupted during the calendar
years 194149, inclusive. This growth resulted partly from the
mcrease 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 msured 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 to a permanent disability—
but in the calendar year 1949 numerous persons attaining age 65 were
fully insured even though they left covered employment after reaching
age 59.

The marked increase in the number of workers eligible for benefits
in 1951 is due to the liberalized insured-status provisions of the 1950
amendments to the Social Security Act. Prior to the passage of these
amendments the number of quarters of coverage needed by persons
aged 65 and over to be eligible for benefits decreased with advancing
age. As a result of 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. Con-
sequently, 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 persons 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
employment.

The estimates presented above result in a net increase in the trust
fund during the 5-year period of about $16.3 billion under alternative
I and about $12.4 billion under alternative IT. 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 under this alternative. On the other hand, lower contri-
bution and interest income together with higher-benefit payments than
shown under alternative IT would lead to smaller net increases in the

trust fund.
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