
Table l.-Children for whom adoption petitions were$led: Percentage distri- 
bution by type of placement, 31 States reporting completely, 1955 1 

were children whose natural parents 
had been divorced or separated. 
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The data. on birth status and on 
the relationship of the persons mak- 
ing the placements suggest that chil- 
dren placed by relatives may be older 
than those placed by nonrelatives, 
since 36 percent of the children 
placed by reIatives were from homes 
broken by the divorce, separation, or 
death of the parents. The finding is 
substantiated by the data on age at 
time of placement, which shows that 
these children had a median age of 
3.1 months and the median age of 
those placed independently by non- 
relatives was less than 1 month. 
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Washingtonfi _..... -.- . . . .._.. -..- 
Wisconsin6..-..-- ._..__. ._....._ 

199 
351 
347 

1 Jl4ll 
6,399 

525 
285 

1.7~~ 
2,158 
1,617 

4 4 

;r: :: 
39 27 

27 31 i 
47 14 

‘&a 
3; 46 42 

3 11 

1: El 
5 
4 ii 

24 6 2 
77 

14 32 
18 48 
1 as 

The interval between the child’s 
age at time of placement and his age 
at the time the petition is filed varies 
considerably for the children placed 
independently, but the average age 
at time of filing was 17.6 months and 
the interval between placement and 
petition was 16.6 months. For chil- 
dren placed in the adoptive home by 
a relative, however, the interval be- 
tween placement and petition was 
24.5 months, and for those placed in- 
dependently by nonrelatives it was 
about 5.0 months. 

1 Reporting period represents the calendar year 
ended Dec. 31, 1965, wit!, the following exceptions: 
Connecticut, Louisiana, Minnesota, North Carolina, 
North Dakota, and Rhode Island reported for year 
ended June 30, 1955, and Texas for year ended Aug. ^. .^__ 
61, I!mS. 

California, I<ansxs, Montana, Pcnnsqlvanh, Mass- 
achusetts, New Jersey, Oklahoma, and West Vir- 
ginia also trnnsmitced reports. The first 4 States 
reported the total number of children but provided 
no additional data about their adoption; the last 4 
reported data for less than 90 percent of the children 
named in adoption petitions Rlod in their States. 

More nonwhite than white children 
were pla.ced independently. The pro- 
portions were 67 percent and 49 per- 
cent, respectively. 

* Based on data for children for whom type of 
placement was reported. 

3 Stntcs “reporting comp1ctcly” are those whose 
reports include &at:> for 90 percent or more of the 
children for whom adopt.ion petitions acre filed. 

4 An estlnuted 93,ooo children were named in 
adoption petitions filed throughout the Cnited 
States. This estimtite is bssed on reports from 39 
States. In addition to the Ststes Iisted in the table 

5 Report based on data for all children placed by 
licensed child-placing agoncics for whom a petition 
was Eled during 195.5 and for all children plwcd inde- 
pendently for whom the investigation of the petition 
was completed in 1955. 

6 Report based on data for sdq~tions completed 
rather than for petitions filed. 

7 Less than 0.5 percent. 

Trustees Report on 
Old-Age and Survivors 
Insurance and Disability 
Insurance Trust Funds 

statutory provisions on adoption. 
Generally, there is about a la-month 
interval between placement and fil- 
ing of the petition for adoption of 
children placed by social agencies. 
For children placed by public agen- 

White children predominate among 
those placed by social agencies. Pri- 

cies in 1955 the median age was 21.6 

vate agencies placed 60 percent of 
the white children, and public agen- 
cies placed 58 percent of the nonwhite 

months at the time of petition, and 

children. 

for those placed by voluntary agen- 
cies it was 15.1 months. 

Children requiring placement in 

an adoptive home and who are not 
placed by a recognized social a.gency 
are said to be placed independently. 
One of the most significant facts 
about such children is that only 74 

Of the children placed independent- 

percent were placed with persons 

ly for adoption, 57 percent were born 
out of wedlock; the percentage was 

not related to them. (Almost 100 per- 

51 for those placed by relatives and 
69 for those placed by nonrelatives. 
A high proportion of those born in 

cent of the placements made by so- 

wedlock and placed independently 

cial agencies in 1955 were with per- 
sons not related to the children.) 

The Board of Trustees of the old- 
age and survivors insurance trust 
fund recently submitted to Congress 
its seventeenth anzual report. The 
report shows ok&age and survivors 
i?uurance trust fund operations for 
the fiscal year 1955-56 and, as re. 
mired by statute, estimates of pro- 
jected operations of the old-age and 
survivors insurance and the disability 
insusance trust funds during the next 
5 years, as well as an analysis of the 
funds’ long-range actuaTia1 status. 
The Board is composed of the Secre- 
tary of the Treasury, who is the 
funds’ iVanaging Trustee; the Secre- 
tary of Labor; and the Secretary of 
Health, Education, and Welfare. The 
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Commissioner of Social Security is 
the Secretary of the Board. Excerpts 
from the report follow. 

During the past 5 fiscal years, the 
contribution income of the old-age 
and survivors insurance trust fund 
has increased substantially for a 
number of reasons. In addition to a 
rise in earnings levels and the normal 
uptrend in the labor force, contribu. 
tion rates increased in 1954; more- 
over, coverage was extended to addi- 
tional employments and the maxi- 
mum limit on taxable earnings was 
raised in 1951 and 1955. With the 
growth of the trust fund, interest re- 
ceived on investments has also in- 
creased. 

Trust-fund disbursements have risen 

even more sharply than contribution 
income. Basic factors in this increase 
are the long-term growth in the aged 
population and, more significantly, 
the lengthening period during which 
workers have had an opportunity to 
earn the quarters of coverage re- 
quired to be insured. More immediate 
causes have been the amendments to 
the Social Security Act during 1950- 
54, which have extended the pro- 
gram’s coverage; lowered the require- 
ments for eligibility to benefits for 
persons who retire and for the sur- 
vivors of individuals who die in the 
early years of the program; increased 
the benefits payable; and liberalized 
the retirement test. 

It is estimated that under contin- 
ued favorable economic conditions, 

Table l.-Operations of the Federal old-age and survivors insurance trust fund, 
fiscal years 193741, subject to the assumptions and limitations stated in the 
text 1 

[In millions] 
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1,766 
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1 In interpreting the estimates in this table, refer- Account. 
ence should be made to the accompanying text which 4 Includes administrative expenses. less receipts 
describes the underlying assumptions. Estimates for sale of surplus material, services, etc. For fiscal 
were prepared February 1957. years 1944 and 1945, represents charges sgeinst trust 

2 Includes insurance contributions, adjusted for fund: administrative expenses, after adjustment for 
refunds,,and transfers from general funds equivalent bookkeeping transfers, were about 530 million in Esral 
to additional payments arising from the extension of year 1944 and 529 million in fiscal year 1945. For 
survivor insurance protection to certain veterans of Escal years 1954-60, includes cost of construction of an 
World War II (Social Security Act Amendments office building for the Uurcau of Old-Age and Sur- 
of 1946). vivors Insurance. 

3 Includes (1) profits on marketable investments 6 Totals do not necessnrily equal the sum of 
amounting to $183,668 in 1949, $8,934 in 1950, and rounded components. 
550,781 in 1956; and (2) beginning in fiscal year 1954, 0 Excludes net adjustment of approximately $0.8 
interest transferred from the Railroad Retirement million which was allocable to prior years. 
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aggregate income of the old-age and 
survivors insurance and disability in- 
surance trust funds from contribu- 
tions and interest will be wholly suffi- 
cient during the 5-year period im- 
mediately ahead to meet aggregate 
disbursements of the programs dur- 
ing this period. Long-range actuarial 
studies show that, on the basis of 
high employment assumptions, the 
level-premium cost of the old-age and 
survivors insurance program at 2.6- 
percent interest ranges from 6.59 to 
8.40 percent of payroll, depending on 
the combination of cost assumptions 
selected. The corresponding level- 
premium cost of the disability insur- 
ance program ranges from 0.29 to 
0.58 percent of payroll. 

Fiscal Year Highlights 
The total number of old-age and 

survivors insurance beneficiaries in 
June 1956 was 8,374,OOO or 11 per- 
cent more than in June 1955. There 
were 6,114,OOO retirement benefici- 
aries (old-age beneficiaries and their 
entitled wives, dependent husbands, 
and young children), an increase of 
12 percent, and 2,260,OOO survivor 
beneficiaries, an increase of 7.6 per- 
cent, over one year earlier. The esti- 
mated number of persons with tax- 
able earnings under old-age and sur- 
vivors insurance in calendar year 
1956 was about 69 million. 

Disbursements of the old-age and 
survivors insurance trust fund in fis- 
cal year 1956 were $5,485 million, not 
including $66 million representing re- 
funds of overpayments of employee 
contributions. Receipts net of these 
refunds were $6,937 million. The net 
addition of $1,452 million raised the 
total assets of the trust fund to $22,- 
593 million on June 30, 1956. 

The disbursements of the fund in 
fiscal year 1956 included $5,361 mil- 
lion for benefits and $124 million for 
administrative expenses. The receipts 
included $6,442 million in net contri- 
butions and $495 million in interest. 

Both disbursements and receipts 
showed an increase over fiscal year 
1955. Disbursements rose $1,049 mil- 
lion or 24 percent, and receipts rose 
$1,403 million or 25 percent. The in- 
crease in disbursements was the com- 
bined result of the coverage exten- 
sion and liberalized eligibility and 
benefit provisions included in the 
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amendments adopted during 1950-54 
and the long-term growth of the aged 
population and the proportion of the 
aged eligible for benefits. The rise 
in trust-fund receipts is accounted 
for chiefly by the extended coverage 
provisions and the increase in the 
taxable earnings maximum, both ef- 
fective on January 1, 1955, and by 
a rise in the general level of employ- 
ment and earnings. 

Long-range cost estimates for the 
old-age and survivors insurance Pro. 
gram as amended in 1956 show that 
under high employment assumptions 
the level-premium cost, at 2.6 per- 
cent interest, ranges from 6.59 to 8.40 
percent of payroll, depending on the 
combination of cost assumptions se- 
lected. 

Social Security Amendments 
in 1956 

Amendments to the Social Security 
Act in 1956 (Public Laws 880 and 881, 
both approved August 1, 1956) will 
have significant effects on both the 
immediate and long-range future 
levels of income and disbursements 
under the system. Coverage was ex- 
tended on a contributory basis to 
nearly 4 million persons. Provision 
was made for the payment of monthly 
benefits to disabled workers, with a 
financing arrangement that is sep- 
arate from the old-age and survivors 
insurance system. Eligibility require- 
ments for the payment of beneflts to 

certain classes of beneficiaries were 
liberalized. The schedule of contri- 
bution rates was revised to continue 
to reflect the intent that the pro- 
gram be self-supporting. 

The more important changes, sig 
niilcant from an actuarial stand- 
point, are presented below. 

1. Coverage was extended on a 
contributory basis to nearly 3 million 
members of the uniformed services, 
effective January 1, 1957. Coverage 
was also extended to additional civil- 
ian jobs in which about 900,000 per- 
sons are employed in the course of a 
year - principally, additional farm 
owners and operators, all previously 
excluded self-employed professional 
persons except doctors of medicine, 
certain Federal civilian employees, 
and certain additional State and local 
government employees in specified 
States. Beginning with 1957, slightly 
more than 9 out of 10 gainfully em- 
ployed persons are covered or eligible 
for coverage. 

2. Monthly benefits were provided, 
beginning July 1957, for insured 
workers between the ages of 50 and 
65 who are totally and permanently 
disabled after a waiting period of 6 
consecutive months of disability. The 
amount of the monthly disability 
benefit is the same as the primary 
insurance amount, computed as 
though the worker became entitled 
to old-age benefits in the first month 
of his waiting period. Benefits are 

Table 2.-Estimatedfuture operations of the Federal disability insurance trust 
fund,fiscal years 1957-61, subject to the assumptions and limitations stated 
in the text 1 

[In millions] 
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1957~-.-.-.~~.~.-..--~~~~~~..--. 
1958.-.-.--.......-.-~.....----. 
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Assmnl~tionI...~. _______ -.-_ 
Assumption II.-.- _.....___ -. 
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Assumption I ._______....____ 
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Assumption I.--.-. _____.. -__ 
Assumption II.. ___.. ---_ ____ 

939 
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863 
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$1 
16 

Disbursements 
--__- 
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Adminis- 
trative 

expenses 

___._-____ 
$290 

355 
355 

425 
425 
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f Gd 

589 1,536 
524 1,471 

595 2,131 
492 1,963 

602 2,733 
462 2,425 

-- 

Fund 
at end 

of 
period 

1 In interprethg the estimates in this table, refer- 2 Includes insurance contributions, adjusted for 
ence should be made to the accompanying text which refunds. 
describes the underlying assumptions. Estimates 
were prepared February 1957. 

not payable to dependents of a work- 
er who is entitled to disability bene- 
fits. 

3. The conditions under which per- 
sons may become eligible for benefits 
were liberalized. 

(a) Monthly benefits were provid- 
ed, beginning January 1957, for a de- 
pendent, disabled, unmarried child 
aged 18 or over of a retired or de- 
ceased insured worker if the child 
was totally disabled before attaining 
age 18 and the disability has con- 
tinued uninterruptedly since age 18. 
Benefits are also payable to a mother 
having such a child in her care. Bene- 
fits to both child and mother are 
payable from the old-age and survi- 
vors insurance trust fund. 

(b) The minimum retirement age 
at which women may qualify for 
benefits was reduced from 65 to 62. 
Full-rate benefits are payable at age 
62 to widows and to dependent 
mothers of deceased insured workers. 
Women who elect to receive a re- 
tired worker’s or wife’s benefit when 
they are between age 62 and age 65 
will receive reduced benefits (both 
before and after age 65) which are, 
on an actuarial basis, virtually equiv- 
alent to their full-rate benefits. 

(c) For women workers with dates 
of birth from July 2, 1889, to Janu- 
ary 1, 1909, the eligibility provisions 
were liberalized by terminating at age 
62 instead of age 65 the elapsed pe- 
riod which fixes the number of quar- 
ters of coverage required to be eligible 
for old-age insurance benefits. 

(d) Persons who cannot meet the 
requirements of the 1950 or 1954 
amendments for fully insured status 
will neverthless be fully insured if 
they have quarters of coverage in all 
but 4 of the quarters elapsing after 
1954 and before (1) July 1957, or 
(2) if later, the quarter of death or 
attainment of retirement age. This 
transitional provision, intended prin- 
cipally for persons newly covered in 
1956, will cease to be effective for 
persons who die or attain retirement 
age after the third quarter of 1960, 
when the normal requirements be- 
come easier to meet than this alter- 
native. 

4. Larger benefits were made pay. 
able in the future to certain bene- 
ficiaries. 

(a) In computing the average 
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monthly wage of an insured person, 
5 years of lowest earnings may be 
dropped, regardless of the number of 
quarters of coverage he has. 

(b) With the lowering of the mini- 
mum retirement age from 65 to 62, 
the average monthly wage of a fe- 
male insured worker is computed 
on the basis of the earnings up to 
the year of attainment of age 62 or, 
if it would result in a higher benefit, 
up to the year of retirement if later. 
In effect, the lowering of the mini- 
mum retirement age from 65 to 62 
makes a dropout of 3 additional Years 
of lowest earnings possible for many 
women workers. 

5. Changes relat,ing to the financ- 
ing of the system were made to as- 
sure that it will continue to be self- 
supporting. 

(a) A disability insurance trust 
fund was created which is entirely 
separate from the old-age and sur- 
vivors insurance trust fund and from 
which monthly benefits will be paid 
to disabled workers. Beginning in 
195’7, contributions at the rate of 
% of 1 percent each for employees 
and employers, and 3/s of 1 percent 
for the self-employed, will be paid 
into this new fund to finance these 
benefits and related administrative 
expenses. 

tb) Contribution rates were in- 
creased in recognition of the in- 
creased costs resulting from the pro- 
vision for the payment of monthly 
benefits to disabled workers. The re- 
vised schedule of contribution rates 
for employees and employers, includ- 
ing contributions for disability insur- 
ance benefits at the rates described 
in the preceding paragraph, is as fol- 
lows: 2% percent each on taxable 
wages for calendar years 1957-59; 
2yi percent each for 1960-64; 3% 
percent each for 1965-69; 3% 
percent each for 1970-74; and 4% 
percent each thereafter. The con- 
tribution rates on self-employment 
income are equal to 1% times the 
corresponding employee rates. 

(c) Before each scheduled increase 
in the contribution rate, an Advisory 
Council on Social Security Financing 
is to be appointed by the Secretary 
of Health, Education, and Welfare to 
review the status of the old-age and 
survivors insurance trust fund and 
the disability insurance trust fund 
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Table 3.-Estimated progress of old- 
age and survivors insurance trust 
fund, 2.6-percent interest 

[In millions] 

Cal- 
endar 
year 

1953...-. 
1954.-.-. 
1955-e... 
1956...-. 

1953-e--. 
1954 3... 
1955 3... 

1965.--e. 
1970..... 
lOSO..--. 
1990..-- 
2000...~ 

19F5...- 
1970-e.. 
1980.... 
IQQO-. 
200..- 

1965..-- 
1970--.. 
1980-... 
199Oe..- 
2000.... 

Ad- 
Con- Benefit minis- Interest Fund 
tribu- Pay- trative at end 
tions 1 ments ox- f::d of year 

p?IlSC3 
--___ - 

Actual data (excluding effect of 
railroad coverage) 

Actual data (including effect of 
rnilrond coverage) 

Low-cost estlmato 
- -- 

X,571 $9,797 $901 14,389 11,867 %‘: 1,227 $3; ,g 

18,fi14 15,987 186 a,368 94:6G7 
20,278 19,322 215 3,508 138,818 
22,519 20,550 232 4,850 192,242 

----- 
High-cost estimate 

/ I 

ill,434 $11,150 $184 $26,053 
14,241 13,418 206 is;;; 29,030 
18,138 18,017 248 1,109 43,692 
19,027 21,978 285 952 35,942 
20,299 23,906 308 134 3,34G 

I I / 

Intermediate-cost estimate 

211,503 $10,465 
14,315 12,fi42 

$;;; “;g y;; 

18,376 17,002 217 1,739 FQ:184 
19,652 20,650 250 2,230 87,387 
21,409 22,228 270 2,492 97,802 

- 
1 Combined employer, employee, and self-em- 

ployed contributions. The combined employer- 
employee rate is 4 percent for 1955-59,5 percent for 
1960-64, 6 percent for 1965-69, 7 percent for 1970-74, 
and 8 percent for 1975 and after. The self-employed 
pay % of these rates. 

2 Includes interest transfer from the railroad 
retirement account to OASI trust fund :$21.1 million 
in 1954, $7.4 million in 1955,. and $5.2 million in 1956). 

2 Preliminary; partly estunated. 
Note: The estimated figures in this table are 

based on high-employment assumptions. 

in relation to the long-term commit- 
ments of the program. The first such 
council is required to submit its re- 
port to the Board of Trustees not 
later than January 1, 1959. 

(d) The old-age and survivors in- 
surance trust fund, and where appro- 
priate the disability insurance trust 
fund, will be reimbursed from general 
revenues for past and future expendi- 
tures resulting from the provisions 
that granted noncontributory $160 
monthly wage credits to persons who 
served in the Armed Forces from Sep. 

tember 16, 1940, through December 
31, 1956, and from the provisions en- 
acted in 1946 that granted survivor- 
ship protection to certain World War 
II veterans for a period of 3 years 
after leaving service. 

(e) The basis for determining the 
interest rate on public-debt obliga- 
tions to be purchased by the trust 
funds was changed. These invest- 
ments will bear a rate of interest 
equal to the average rate of interest 
borne by all marketable Government 
obligations with maturity dates ex- 
ceeding 5 years from date of issue, 
the average rate being rounded to 
the nearest yS of 1 percent. 

Fiscal Years 195741 
In the following statement of the 

expected operations and status of 
the trust funds during the next five 
fiscal years, it is assumed that the 
present statutory provisions relating 
to the old-age, survivors, and dis- 
ability insurance program remain un- 
changed throughout the period under 
consideration. The income and dis. 
bursements of the program, how- 
ever, not only depend on the legisla- 
tive provisions but they are also af- 
fected by general economic condi- 
tions. Because it is difficult to foresee 
economic developments, the assump- 
tions on which the estimates here 
presented are based are subject to 
many uncertainties. This statement 
of the expected operations of the 
trust funds should therefore be read 
with full recognition of the difllcul- 
ties of estimating future trust fund 
income and disbursements under 
changing economic conditions. 

Single sets of estimates are here 
presented to show the expected op- 
erations of the trust funds in fiscal 
Years 1957 and 1958, but for fiscal 
years 1959-61 two sets of estimates 
are given based on two different as- 
sumptions as to economic develop- 
ments in those years. In assump- 
tion I the entire period 1957-61 
is characterized by a continued rise 
in employment and earnings reflect- 
ing chiefly long-term trends. Unem- 
ployment remains at a low level. The 
other set of estimates for fiscal years 
1959-61, based on assumption II, 
shows the effects that would result 
in the unlikely event that there were 
a sharp contraction in industrial ac- 
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tivities beginning in the latter half 
of calendar year 1958 with a slow 
recovery not beginning until the first 
half of calendar year 1961. 

The expected operations and sta- 
tus of the old-age and survivors in- 
surance trust fund during the next 
five fiscal years are presented in sum- 
mary in table 1, together with the 
figures on the actual experience in 
earlier fiscal years. The increase in 
estimated income from contributions 
in fiscal year 1958 as compared 
with fiscal year 1957 reflects the ex- 
tension of coverage to additional em- 
ployments, including the Armed 
Forces, beginning January 1, 1957, 
and also the uptrend in the levels of 
employment and earnings. Estimates 
of contribution income in fiscal years 
1959-61 based on assumption I show 
the effect of an assumed rise in em- 
ployment and earnings during these 
years as well as the scheduled in- 
crease in contribution rates on Janu- 
ary 1, 1960. Benefit disbursements 
increase substantially primarily be- 
cause of the 1954 and 1956 amend- 
ments, and partly because of the 
long-range upward trend in the num- 
ber of beneficiaries under the pro- 
gram. Under assumption II, esti- 
mated contributions in fiscal years 
1959-61 are lower than under as- 
sumption I because of the effects of 
the assumed economic recession on 
the levels of covered employment and 
taxable earnings in the periods af- 
fecting tax collections during those 
years. Estimated benefit disburse- 
ments, on the other hand, are higher 
under assumption II than assumption 
I because a larger number of older 
workers leave employment or are un- 
able to find jobs. 

Under assumption I, income of the 
old-age and survivors insurance trust 
fund is expected to exceed disburse- 
ments in each of the five fiscal years 
1957-61. Under assumption II, in- 
come is estimated to exceed disburse- 
ments during the 2 years 1957-58; 
during the years 1959-61, disburse- 
ments are estimated to exceed in- 
come. During the 5-year period, there 
is an estimated net increase in the 
trust fund of about $2.9 billion under 
assumption I, and an estimated net 
decrease in the fund of about $1.0 
billion under assumption II. During 
the five fiscal years 1957-61 the old. 
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age and survivors insurance trust 
fund will not exceed 2.8 times the 
highest expected annual disburse- 
ments during the [i-year period under 
either assumption I or assumption II. 

Under both assumptions benefit 
payments as a percentage of taxable 
earnings will continue to rise. Bene- 
fit payments were 3.26 percent of 
taxable earnings for calendar year 
1955. It is estimated that by 1961 
benefit expenditures from the old- 
age and survivors insurance trust 
fund under assumption I will be 4.65 
percent, and under assumption II, 
5.72 percent, of taxable earnings. 

An insured woman worker between 
age 62 and age 65 may elect to re- 
ceive an actuarially reduced retire- 
ment benefit. On January 1, 1957, 
there were an estimated 665,000 
women workers aged 62-64 eligible 
for old-age benefits, of whom 115,000, 
or 17 percent, were drawing such 
benefits. This relatively low percent- 
age results from the fact that a sig- 
nificant number of claims for bene- 
fits had been received but had not 

Table 4.-Estimated progress of dis- 
ability insurance trust fund, 2.6 
percent interest 

Cd- 
endar 
ycnr 

1965..... 
1970-..-. 
198L.. 
199n--... 
2000-.... 

1965...-. 
1970..... 
198l)..... 
XW... 
zooo..... 

1965..-.. 
1970.-.. 
l&S..-. 
1990...-. 
2OOll...-. 

T- 

L 

[In millions] 

Ad- 
$m-~ Benefit minJs Interest Fund 

WY trnt1ve 
ions 1 ments ex- f::d 

at end 
of year 

penses 
___~ 

Low-cost estimnte 
-__ 

6972 
1,03l‘1 
1,163 
1,267 
1,407 

High-cost estimate 

$059 $33 $l,ZiR 
1,023 P’I4 
1,134 
1,189 
1,2GQ (2) 

Intermediate-cost estimate 

$9GB $735 $29 $83 $3,380 
1,030 854 34 118 4,729 
1,148 988 Ei 188 7,468 
1,228 962 
1,338 1,144 43 za 

11,581 
17,502 

/ / \ 
1 Combined employer, employee, and srlf-cm- 

ployed contributions. The combined cmployer- 
unployee rate is M percent for 1957 and after. The 
self-cmployrd any 3k of this rate. 

1 Fund exhausted in 1975. 
Note: The estimated figurrs in t?lis tahlc me 

based on high-employmwt assumptions. 

yet been completely processed. On 
January 1, 1961, under assumption 
I, 41 percent of the 890,000 women 
workers aged 62-64 eligible for old- 
age benefits are expected to be receiv- 
ing such benefits. 

If the lower employment conditions 
assumed in assumption II should 
materialize, it is expected that larger 
proportions of eligible workers will be 
obliged to leave employment, especial- 
ly at ages 65-69. Hence, despite a 
slightly smaller number of eligible 
workers, the number receiving old- 
age (primary) benefits under assump- 
tion II would considerably exceed 
that under assumption I. Moreover, 
it is expected that the average old- 
age (primary) benefit amount pay- 
able under assumption II would ex- 
ceed the average under assumption 
I, inasmuch as many of the more 
steadily employed, and therefore 
higher paid, older workers who would 
not withdraw from employment un- 
der the conditions of assumption I 
would not be employed under the 
conditions of assumption II. The fore- 
going analysis also applies to insured 
women workers aged 62-64; under 
assumption II, on January 1, 1961, 
about 52 percent of the 885,000 eligi- 
ble women aged 62-64 are expected 
to be receiving old-age benefits. In 
consequence, assumption II would re- 
sult in a substantially higher volume 
of benefit payments to old-age (pi-i- 
mary) beneficiaries and their de- 
pendents. 

The expected operations and sta- 
tus of the disability insurance trust 
fund during the next five fiscal years 
are presented in summary in table 2. 
The sharg rise in estimated income 
from contributions in fiscal year 1958 
as compared with fiscal year 1957 
reflects primarily the fact that the 
program will be in effect during the 
entire fiscal year 1958, but during 
only part of fiscal year 1957. As in 
the case of the old-age and survivors 
insurance trust fund, estimates for 
flscal years 1959-61 are presented on 
the basis of the two assumptions pre- 
viously described. Contribution in- 
come of the disability insurance trust 
fund will be influenced signiiicantly 
by economic developments and so 
will have a considerable range of pos- 
sible variation. On the other hand, 
the amount of benefit payments over 
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the short range will not differ sig- 
nificantly under the two sets of as- 
sumptions. The assumed decrease in 
the level of employment under as- 
sumption II would probably result in 
a larger number of claims for dis- 
ability insurance benefits. Most of 
these claims would be denied, since 
the determination of disability, while 
considering such factors as age, prior 
work experience, education and train- 
ing, rests primarily on a medical de- 
termination of limitation in function- 
al capacity rather than on the avail- 
ability of gainful employment. A 
small number of these claims for 
benefits, however, would be allowed. 
Such claims would come from per- 
sons whose impairments are so severe 
that it would be unreasonable to ex- 
pect them to engage in any substan- 
tial gainful employment but who, by 
reason of extraordinary circum- 
stances, do obtain, or continue in, 
remunerative employment during the 
prevalence of the favorable economic 
conditions underlying assumption I. 
In some cases of course the circum- 
stances under which they obtain or 
continue in employment will not exist 
under unfavorable economic condi- 
tions. In these instances, they would 
apply for and be found entitled to 
benefits. While the lack of employ. 
ment opportunities will operate to in- 
crease to some extent the number of 
allowed claims, there will tend to be 
counter-balancing effects, such as the 
progressively increasing number of 
persons who would fail to meet the 
insured-status requirements, especial- 
ly the requirement that the individual 
have 6 quarters of coverage in the 13* 
calendar quarters ending with the 
quarter of his disability. On balance, 
disbursements for disability benefits 
over the next few years would differ 
so little under assumption I or as- 
sumption II that a single set of esti- 
mates is presented. 

Income of the disability insurance 
trust fund is expected to exceed dis- 
bursements in each of the five fiscal 
years 1957-61 under both assumption 
I and assumption II. During this 5- 
year period, it is estimated that the 
disability insurance trust fund will 
reach a level 5.4 to 6.1 times the 
highest expected annual disburse. 
ments during 1957-61. 

Actuarial Status of the 
Trust Funds 

On June 30, 1956, there were about 
14,600,OOO persons aged 65 and over 
in the United States, a number equiv- 
alent to 8.5 percent of the total 
population. It is estimated that by 
the year 2000 the number of persons 
aged 65 and over may be nearly double 
that on June 30, 1956, and represent 
from 10 to 13 percent of the popula- 
tion. The effect on the Anances 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, be- 
cause at the end of the century a 
much larger proportion of aged per- 
sons is expected to be eligible to re- 
ceive benefits under the program 
than at present. The future financial 
soundness of this system, with its 
rising rate of disbursements, is of 
the utmost importance to the mil- 
lions of persons who are already 
within its scope and to the Nation as 
a whole. 

Survivor benefits, although not as 
important costwise as old-age bene. 
fits, nonetheless play a very import- 
ant role in the old-age and survivors 
insurance system. One way of meas- 
uring the significance of survivor 
benefits is through the volume of 
“life insurance” afforded by the pro- 
gram. This term is interpreted as 
meaning the present value of the 
prospective benefit payments to the 
surviving dependents of each worker 
in the event of his death, taking into 
account the possible termination of 
benefits through death, remarriage of 
widow, marriage of child, child’s at- 
tainment of age 18, etc. It is esti- 
mated that at the beginning of the 
calendar year 195’7, the program pro- 
vided about $425 to $450 billion of 
such “life insurance” protection for 
survivors. 

The estimated level-premium cost 
of old-age and survivor benefits and 
monthly disability benefits-that is, 
the level percentage of payroll which, 
in perpetuity, would be sufficient to 
meet the cost of the benefit-at a 
2.6 percent interest assumption, 
ranges from 6.59 to 8.40 percent of 
payroll for the old-age and survlvor 
benefits and from 0.29 to 0.58 per- 
cent of payroll for the monthly dis- 

ability benefits, depending upon the 
combination of assumptions selected. 
Tables 3 and 4 show the estimated 
contributions, benefit payments, ad- 
ministrative expenses, interest ac- 
cumulations, and assets of the two 
trust funds through the year 2000, 
under alternative combinations of as- 
sumptions with respect to benefit 
costs. 

The difference between the level- 
premium cost of benefits and admin- 
istrative expenses and the level- 
premium contribution rate equivalent 
to the graded schedule in the law is 
used to indicate the actuarial balance 
of the system. The following table 
shows these figures for the old-age 
and survivors insurance program and 
disability insurance program: 

- -/ ’ 
Old-age and survivors 

insui-ante 

Netdifference ___.__._ 1 .6s / -1.23 1 -.20 

1 Disability insurance 

Netdifferencez....-..-/ .ZO 1 -.09 / .07 

1 Including adjustments (a) to reflect lower con- 
tribution rate for self-employed as compared with 
employer-employee rate, (b) interest on the existing 
trust fund on Dec. 31,1955, and (c) for administrative 
expenses. 

2 -4 negative figure indicates the extent of lack of 
actuarial balance. -4 positive figure indicates more 
than sufficient financing. 

These figures indicate that the old- 
age and survivors insurance system 
has a small financial “deficit” and is 
thus not quite self-supporting; this 
deficiency, however, is relatively 
small so that for all practical pur- 
poses it may be said that the system 
is in actuarial balance. On the other 
hand, the disability insurance pro- 
gram shows a small “surplus” ac- 
cording to the intermediate cost esti- 
mates and so is indicated as being 
slightly more than self-supporting. 
However, considering the variability 
of cost estimates for disability bene- 
fits, this small actuarial excess is 
certainly no more than a moderate 
safety factor. 
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