Table 4.—Number of States with specified amount of expenditures per inhab-
itant for vendor payments for medical care, by program, fiscal year 1958-59

e . -
E:;penditgres per inhgb}umt All oA DC B ™ G
or vendor payments for A A A AP A
medical care programs
Average, all States.._.___..__ $2.32 $1.22 $0.32 $0.04 $0.20 $0.54
Total number of States..__... 53 53 53 53 48 53
No vendor payments___._.___.._ 7 12 16 1 11 16
Vendor payments. _ R 46 41 37 42 37 37
Less than $0. 50. - 9 14 26 42 33 19
0.50-0.99.._.___ - 4 4 11 0 3 7
1.00-1.49. - 5 8 0 0 1 4
1.50-1.99 . 2 5 0 0 0 3
2,00 0r IOTC. .o oaea 26 10 0 0 0 4

one-third of this increase, however,
represented a shift from the money
payment to the vendor payment.
Although vendor payments for medi-
cal care for the four categories com-
bined went up in all but six of the
42 States that made such payments
in one or more of these programs,
almost three-fourths of the total
increase occurred in eight States.®
For the country as a whole, the in-
crease in vendor payments for all
five programs combined totaled $90
million.

In 1958-59 all but seven States
made vendor medical payments in
one of the five programs. The num-
ber of States using direct payments
to medical vendors during the year
rose in each program except general
assistance; five additional States
started to use this method in old-age
assistance and four in aid to the
blind and aid to the permanently
and totally disabled. Under each of
these three programs, all but 11 or
12 States made some vendor pay-
ments for medical care.

The $410 million paid to vendors
of medical care throughout the Na-
tion amounted to $2.32 per inhabit-
ant for recipients in all five pro-
grams in 1958-59—48 cents more
than in the preceding year (table 4).
Old-age assistance expenditures of
$1.22 accounted for more than half
the total. Expenditures of 54 cents
per inhabitant under general assist-
ance made up 23 percent of the total
vendor medical payments for all pro-
grams and about the same propor-
tion of total general assistance pay-
ments. In contrast, vendor payments

5 California, Colorado, Massachusetts,
Minnesota, New York, Ohio, Oklahoma,
and Wisconsin.
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for medical care from funds of the
four federally aided categories repre-
sented only a tenth of the combined
assistance payments from funds of
those programs. Per eapita payments
to medical vendors were smaller in
the three remaining programs,
amounting to 32 cents for the chil-
dren’s program, 4 cents for the blind,
and 20 cents for the disabled.

Except for old-age assistance, the
amounts spent by the individual
States for vendor medical payments
were relatively small. Of the States
making vendor payments from pro-
gram funds, the following number
spent less than 50 cents per inhabit-
ant: all 42 for aid to the blind, 33
for aid to the permanently and
totally disabled, 26 for aid to de-
pendent children, 19 for general as-
sistance, and 14 for old-age assist-
ance. Expenditures amounted to as
much as $2 or more per inhabitant
in 10 States in old-age assistance
and in four States in general assist-
ance. Direct payments to medical
vendors for all five programs com-
bined were at least $2.00 per inhabit-
ant in 26 of the 46 States that used
this type of payment in one or more
programs.

Trust Fund Operations,
1959*

Among the trust funds managed
by the Treasury Department in whole
or in part (for example, portfolio
management only) are the social in-
surance and related trust funds.
These funds include the old-age and

# Prepared by Sophie R. Dales, Division
of Program Research, Office of the Com-
missioner,

survivors insurance trust fund, the
disability insurance trust fund, the
unemployment trust fund, the rail-
road retirement account, the civil-
service retirement and disability
fund, and the several veterans’ in-
surance funds.

Old-Age and Survivors Insur-
ance Trust Fund

All financial operations of the old-
age, survivors, and disability in-
surance program are carried on
through the Federal old-age and
survivors insurance trust fund and
the Federal disability insurance trust
fund.

Income-outgo. — Amounts equiva-
lent to 100 percent of current collec-
tions under the Federal Insurance
Contributions Act (with respect to
covered employees) and under chap-
ter 2 of the Internal Revenue Code
of 1954, as amended (with respect
to covered self-employed persons),
are transferred by permanent appro-
priations to the trust funds on the
basis of estimates made by the Sec-
retary of the Treasury. Differences
between these estimates and the con-
tributions actually payable on the
basis of reported earnings are ad-
justed periodically. Contributions re-
ceived under voluntary agreements
with States for the coverage of State
and loeal government employees are
deposited directly in the trust funds.

The 1958 amendments to the Social
Security Act introduced two changes
that had a major effect on 1959
contribution income. Beginning Jan-
uary 1, 1959, the combined employer-
employee contribution rate was raised
1, of 1 percent to a total of § percent,
and the maximum annual earnings
base was raised from $4,200 to $4.800.
These two factors, plus the general
improvement in the economy during
1959, brought a 6.4-percent increase,
to $8.1 billion, in net contribution in-
come of the old-age and survivors
insurance trust fund. The income,

1 The 1958 amendments also raised the
tax rate on self-employment earnings by
% of 1 percent to a new total of 3% per-
cent, but since the tax on 1959 self-
employment earnings becomes due with
the 1959 Federal income tax on April 15,
1960, contribution income received in the
trust funds during 1959 does not signifi-
cantly reflect this increase or the increase
in the taxable earnings-limit.
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outgo, and assets of the trust fund
are detailed in table 1.

The contribution income from tax
collections in 1959 is actually more
than 6.4 percent higher than 1958
collections. The larger increase does
not show up in a comparison of
annual total contributions received
because—as noted above—appropria-
tions are made on an estimated basis
and subsequently adjusted as the
exact tax receipts are tabulated. Dur-
ing 1958 the fund received an adjust-
ment appropriation to compensate
for underestimates and underappro-
priation of 1957 taxes and also re-
ceived current appropriations based
on overestimates of 1958 taxes, both
of which artificially raised 1958 total
contribution income. De-appropria-
tion in 1959 of amounts that had
been overappropriated in 1958 served
to reduce the 1959 total. As a result
the net appropriation figures for the
2 years are not true indicators of
contribution income from tax collec-
tions in the respective years.

The invested assets of the old-age
and survivors insurance trust fund
earned $531.1 million in interest in
1959. This sum is 3.7 percent smaller
than the $551.4 million earned in
1958, largely because the fund itself
declined $1.7 billion during the year.
An additional $1.2 million was re-
ceived from the disability insurance
trust fund as interest on administra-
tive expenses reimbursed during the
year, and $7.4 million was paid from
the trust fund to the railroad retire-
ment account as interest on the
amount paid to that account under
the financial interchange provisions
of the Railroad Retirement Act. Total
net receipts of the trust fund in 1959
amounted to $8.6 billion—$462.4
million or 5.7 percent more than total
income in 1958.

Expenditures for old-age and sur-
vivors insurance benefit payments
totaled $9.8 billion, 18.2 percent more
than 1958 benefits. Under the finan-
cial interchange, $274.6 million was
paid for the fiscal year 1957-58 from
the trust fund to the railroad retire-
ment account, with the interest re-
ferred to previously, to place the
trust fund in the same position in
which it would have been had rail-
road employment always been
covered employment for old-age and
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survivors insurance purposes. The
$10.1 billion total of benefit pay-
ments and payments in lieu of bene-
fits was 19.7 percent higher in 1959
than in 1958.

Gross administrative costs paid out
of the old-age and survivors insur-
ance trust fund in 1959 amounted to
$230.6 million, 13.2 percent more than
the comparable 1958 figure. The
ostensible decrease in net adminis-
trative expenses shown in table 1
results from the timing of the reim-
bursements from the disability in-
surance trust fund for administrative
expenses: one relatively small reim-
bursement was made in the calendar
yvear 1958 and two substantially larger
reimbursements were made during
1959. In June 1958, $9.1 million was
reimbursed for the administrative
expenses of the disability insurance
program incurred during the fiscal
year 1956-57. In March 1959, $17.5
million pertaining to 1957-58 was re-
imbursed, and, in December 1959,
$28.8 million for 1958-59 expenses
was transferred from the disability
insurance trust fund.

The total assets of the trust fund
at the end of 1959 were $20.1 billion,
reflecting a net decrease during the
year of $1.7 billion or 7.9 percent.
Of these assets, $19.2 billion was in-
vested in Government securities
(table 2), and the remainder was
held in cash balances.

Investments—Under the provisions
of the Social Security Act the old-age
and survivors insurance trust fund
and the disability insurance trust
fund are administered by a Board of
Trustees composed of the Secretary
of the Treasury as Managing Trustee,
the Secretary of Labor, and the
Secretary of Health, Education, and
Welfare. The Commissioner of Social
Security is Secretary of the Board.

The Managing Trustee invests the
portions of the trust funds that, in
his judgment, are not required for
current expenditures for benefit pay-
ments and administrative expenses.
The Social Security Act restricts per-
missible investments of the trust
funds to interest-bearing obligations
of the United States Government and
to obligations guaranteed as to prin-
cipal and interest by the United
States. Obligations of these types

may he acquired on original issue at
the issue price? or by purchase of
outstanding issues at market price,
and they may be sold at market price.
In addition, the Act authorizes issu-
ance of public-debt obligations ex-
clusively to the trust funds that may
be redeemed at par plus accrued in-
terest. Maturities of these special
public-debt obligations are to be fixed
with due regard for the needs of the
trust fund.

At the start of 1959, the old-age
and survivors insurance trust fund
held Government securities with a
face value of $21.0 billion, and at the
close of the year the portfolio totaled
$19.2 billion, a net decrease of $1.8
billion or 8.6 percent, compared with
net declines of $611 million (2.8 per-
cent) in 1958 and $265 million (1.2
percent) in 1957 and a net increase
of $729 million (3.4 percent) in 1956.
The entire decrease for 1959 occurred
among the special obligations held by
the trust fund, which totaled $17.8
billion at the beginning of the year
and $15.9 billion at its end, while
public-issue holdings increased $92.5
millien to a total of $3.3 billion.

A few years ago public issues made
up scarcely 10 percent of the fund’s
investment portfolio; at the end of
1958 they formed more than 15 per-
cent, and at the close of 1959, more
than 17 percent. The increasing pro-
portion is due less to rapid increase
in the amount of the public issues
held by the trust fund than to the
fact that the overall decreases of the
past few years have occurred ex-
clusively in the holdings of the spe-
cial public-debt obligations. Total
investments of all three social secur-
ity trust funds at the end of each
year since their inception are shown
in table 3. The total interest-bearing
public debt on the same date is also
given, as well as the proportion of
the total debt formed by these trust
funds.

On May 31, 1959, the old-age and

2 Public Law 86-346, signed September
22, 1959, changed the.former phraseology
of the Social Security Act and the Rail-
road Retirement Act (and other laws)
relating to acquisition “on original issue
at- par” to permit the several social
security trust funds to acquire Govern-
ment securities issued below par; the
Treasury made several offerings of this
type during 1958 and 1959.
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Table 1.—Operations of the old-age and survivors insurance trust fund, calen-
dar years 1958 and 1959

[In thousands}

Item 1959 1958
Total assets, JaN. 1o oo cea e —e e m e $21,864,422 $22,392,857
Receipts, calender year:
Contributions:
Appropriations (18Xe8) . oo cccroecmmreerammmmmcmmmrraramecmamee e 7,686,574 7,089,697
Deposits arising from State agreements 539,077 548,370
Gross contributions. . .cooo oo immaeomaaae 8,125,852 7,638,067
Less payments to Treasury for taxes subject to refun 73,680 72,270
Net contributions. e 8,051,972 7,565,797
Interest and profit:
On INVESEMENtS. e e e eccwmc i cmcccctdcnnsamsammm e rmm—aamm—ocmemcon 531,081 551,378
On administrative expenses reimbursed from disability insurance trust
fund . 1,165
Gross Interest recelved. ... ..o eiemmaanan 532,246 551,666
Less interest transferred to railroad retirement a. 7,448 3,141
Net interest recelved_.___.____. 524,708 548, 525
Total net receipts. . et mcceemeeomeen 8,576,769 8,114,322
Disbursements, calendar year:
Benefit PAYIENtS. .o e cc e cecerccmcm e rce e emmmme e e em——ne————- 9,841,641 8,326,966
Payments to railroad retirement account under the financial interchange.. 274,600 121,300
Total benefit payments and transfers with respect to benefit payments. . 10,116,241 8,448,266
Administrative expenses:
Department of Health, Education, and Welfare.....__. ... ... 179,123 161,079
Treasury Department . . .. e amaceem—aoeaes 36,453 36,745
Construction of headquarters building for Bureau of Old-Age and Sur-
vivors Insurance.__ ... ..o - 15,052 5,980
*  QGross administrative expenses . 230,628 203,812
Less receipts for sale of services, etc - 136 172
Less reimbursement for administrative expenses from disability insur-
anee trust fund. o e 46,308 9,149
Net administrative eXpenses._ . .. e 184,184 194,491
Total net disbursements.__. -| 10,300,425 8,642,757
" Net addition to trust fund . ___ ... —1,723,656 —b528,435
Total assets, Dec. 31.. oo 20,140,766 21,864,422

survivors insurance trust fund held
$17.3 billion of special public-debt
obligations, which were about evenly
divided between 1-year certificates
of indebtedness and longer-term (up
to 10 years) special notes and bonds
acquired (beginning June 1957) under
the 1956 provision that the maturities
of special obligations be fixed “with
due regard for the needs of the trust
fund.” One month later, after the
June 30 “rollover” of $9.1 hillion of
maturing special obligations, only
$400 million of the fund’s $17.2 bil-
lion of special issues was in l-year
special certificates; $16.8 billion was
in the longer-term special securities,
with maturities ranging up to 15
years. Within 1 month after that, in
July 1959, it became necessary for
the first time to redeem some of the
special issues of longer than 1-year
maturity before they reached matur~
ity. The total holding of 2Y,-percent
special notes maturing June 30, 1960
—$965 million—was redeemed at that
time; $500 million of these notes had
been acquired in June 1957 and $465
million in June 1958.2 All additional
redemptions during the year were

8In January 1960 some of the 2%-per-
cent special notes maturing June 1961
were redeemed.
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made from the special certificates,
as in the past, with the result that
the special notes and bonds made up
an increasingly larger proportion of
all special issues. At the start of
1959 these longer-term holdings rep-
resented 48.9 percent of all special
obligations and 41.4 percent of the
total portfolio; by the end of the year
they accounted for 99.9 percent of
the special issues and 82.8 percent of
the total face value of the fund's
investments.

Interest rate.—~The Social Security
Act of 1935 required that the invest-
ments of the old-age reserve account
(now the old-age and survivors in-
surance trust fund) earn at least 3
percent. The 1939 amendments re-
moved all reference to & minimum
yield except on “special obligations
issued to the trust fund,” which were
required to bear the average rate of
interest on the interest-bearing por-
tion of the public debt, computed as
of the end of the month next preced-
ing the date of issue and rounded to
the next lowest ¥ of 1 percent if the
average rate was not itself an exact
multiple of ¥ of 1 percent. The 1956
amendments changed the interest
base to reflect the essentially long-
term character of these invest-
ments. The rate is now “the average

rate . . . borne by all marketable
interest-bearing obligations of the
United States . . . not due or callable
until after the expiration of § years
from the date of original issue,” com-
puted as of the end of the month
before and rounded to the nearest Y3
of 1 percent. This provision, in effect,
ties the interest rate on special obli-
gations issued to the old-age and
survivors insurance and the disability
insurance trust funds to the average
rate on Treasury bonds (including
one relatively small issue of 3-percent
Panama Canal bonds of 1961).

The present formula was used to
set the special obligation interest rate
for the first time on October 1, 1956.
For the next 21 months—through the
“rollover” of maturing special certifi-
cates of indebtedness on June 30,
1958—the interest rate remained at
21, percent. In July 1958 the rate
rose to 2% percent, where it re-
mained for the second half of 1958
and all through 1959.

The year 1959 was one of rising
interest rates on all sectors of the
public debt, notably on the various
types of public marketable issues and
—among these—especially on the
shortest-term  securities, Treasury
bills, and Treasury certificates of in-
debtedness (not to be confused with
the Treasury special certificates of
indebtedness issued exclusively to
trust funds). The interest rate on
the sole issue during 1959 of the
longest-term  securities, Treasury
bonds, was set at 4 percent, and even
then (January 23) the bonds were
issued at 99.0 to yield an effective in-
terest rate of 4.0712 percent. The
difference over the years between the
average rate on the total interest-
bearing debt and on the long-term
bonds is indicated in table 4, which
also shows the computed average in-
terest rate on all investments (spe-
cial obligations and public marketable
and nonmarketable issues) of the
three social security trust funds. The
long-term marketable securities had
the higher average interest rate in
the 16 years 1936-51, but from 1952
to the present, with the exception of
1954, the rate was higher on the
total debt. In 1959 the average in-
térest rate on the total debt was 26
percent higher than the rate on
Treasury bonds, which represents the
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widest divergence since the inception
of the social security trust funds.

Disability Insurance Trust
Fund

Income-outgo.—The disability in-
surance trust fund was activated as
of January 1, 1957, to receive contri-
butions at the rate of 14 of 1 percent
of payroll each from employers and
employees and at 34 of 1 percent
from the self-employed. In 1957 con-
tribution income was received during
11 months, benefits were paid out
for 5 months, beginning in August,
and no administrative expenses were
paid out except the cost of the Treas-
ury Department’s operation of the
fund. The calendar year 1958 marked
the first year of full operation.

Although there was no change in
the contribution rate for this pro-
gram on January 1, 1959, when the
scheduled increase for old-age and
survivors insurance contributions
went into effect, the raise in the
earnings base from $4,200 to $4,800
applied to both programs. Despite
the higher tax base for 1959 and de-
spite the improved level of economic
activity, tax collections appropriated
to the disability insurance trust fund
during 1959 totaled only $849 million,
4.7 percent less than the 1958 income
of $891 million from the same source
(table 5). This apparent anomaly is,
as with the old-age and survivors
insurance trust fund, the result of
adjustment of appropriations that
are made on the basis of estimated

Table 2.—Investment of the social security trust funds, by type and earnings,
end of December 1958 and 1959

[In millions]

Old-age and sur- Disability
vivors insurance insurance Un{;‘ﬁg?&%‘}m
Type of investment trust fund trust fund
{
1959 1958 1959 1958 1959 | 1958
Total. v cicaiaos $19,151.2 1$20,053.4 | $1,793.4 | $1,320.8 | $6,877.0 | $7.114.0
Public fssues (book value)... . ._._.._..... 3,287.6 | 3,200.2 78.4 63.7 | 1,083.1 1,059.2
Treasury bonds . 2,769.8 46.8 36.8 | 1,014.0 999.0
Marketable____. . . . . 254.0
24 pereent. . oo .2 4.0
214 percent. 3 150.0
Bgpereent. ..o 4| 2119 182 168  10.0 f......___
234 percent__ 2.0 15.0
3 percent..__ 110.2 10.0
314 percent.__ 45.1 57.0
314 percent 63.8 3.0
3% percen 25.0 5.0
4 percent._ 54.5 10.0
Nonmarketa, 1.064.9 745.0
234 percent.._ 1,064.9 745.0
Treasury notes.. 457.6 60.2
256 percent__.. 3.0f 3.0 10.0| 10.0| 100 .____.___
314 percent. 47.5 20.0
354 percent.. 176.0 5.2
334 percent._. 20.0 15.0
4 percent_.__ 144.1 20.0
474 percent_. 150 [l B0 e
Spercent. .. ... 250 |coccmcea] B0 {ecccoaeol| 1000 |aeooooo.
Net unamortized premium and discount 1. -7.4 (6]
Acerued Interest purchased. ... ... ... (€ 7NN N C) NN R BN ¢) R PN
Public-debt obligations (special issues)___ .. 15,863.5 | 17,753.3
Treasury bonds 12,795.0 | 4,825.0
214 percent. 4,825.0 | 4,825.0
284 percent. 7,870.0 | _.___.
Treasury note 3,067.0 | 3,860.0
214 percent. 2,395.0 | 3,860.0
254 percent____ . - 672.0 |____..___.
Treasury certificates of indebtedness.._.. 1.5} 9,068.3
218 percent . aooe e e g
284 percent._ ,
234 percent_
274 percent.
314 percent.
3 pereent .. ... ..

1 Refers to investments acquired above or below
par values in open-market operations. ‘Premium”
s the excess of the price paid in the open market
over par value; “discount” is the amount by which
the price is less than par value. The Treasury
Department smortizes this positive or negative
difference over the remaining life of the obligations.
At any given time, the “pet unamortized” figure
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represents a subfraction of the amount remaining
to be written off between that time and maturity
on issues bought at a premjum from the amount
still to be ‘“written on” for issues bought at a dis.
count.

2 Less than $50,000.

Source: Daily Statement of the U. S, Treqsury
and unpublished Treasury releases.

tax collections: 1958 appropriations
were enlarged by $38 million to ad-
just for 1957 underappropriations as
well as by $32 million overestimated
and overappropriated for 1958 itself,
which, when de-appropriated in 1959,
reduced the 1959 total by $32 million.
The annual total appropriation is
therefore not an exact mirror of con-
tribution income from tax collections
in either year; 1958 is $70 million too
high, and 1959 is $32 million too low.

Deposits arising from State agree-
ments for voluntary coverage of
public employees totaled $51.5 million
in 1959, or 30.5 percent less than in
1958. Here, again, an apparent
anomaly arises because of the use of
annual totals that disregard adjust-
ments—in this case between funds.

In 1959 the first withdrawal ($9.8
million) was made from the disability
insurance trust fund, to reimburse
the Treasury for the refunds it makes
on employee taxes paid on wages in
excess of the wage base. This situa-
tion occurs as the result of employ-
ment by more than one employer
during a year, each of whom with-
holds taxes that may be up to the
limit of the wage base.

In 1959, also, the disability insur-
ance trust fund received its first
transfer from the railroad retirement
account under the financial inter-
change. The sum transferred was
$21.4 million, plus $0.6 million in-
terest, for the period January 1957
through June 1958.

Net interest received by the fund
in 1959 totaled $40.8 million, or 65.2
percent more than in 1958, Some-
what more than this amount, $41.4
million, was earned by the invested
assets of the fund, and an additional
$580,000 in interest was transferred
from the railroad retirement account;
however, $1.2 million in interest on
administrative expenses reimbursed
to the old-age and survivors insur-
ance trust fund was transferred to
that fund during the year.

Disability benefit payments in 1959
rose 83.5 percent to a total of $456.7
million. The sharp rise was caused
in part by the normal growth of the
disabled-worker beneficiary rolls and
in part by the fact that payments to
dependents of disabled beneficiaries
were in effect only during the last
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quarter of 1958 but for the entire
year 1959.4

Total disbursements of the fund,
including administrative expenses of
the Treasury Department and the
Department of Health, Edueation,
and Welfare as well as the benefit
payments, amounted to $506.7 mil-
lion, not far from double the 1958
disbursements. As mentioned above,
the administrative expenses reim-
bursed to the old-age and survivors
insurance trust fund in 1959 cover 2
earlier fiscal years, and the reim-
bursements of 1958 pertain only to 1
preceding year.

The combination of decreased in-
come and increased expenditure re-
duced by 38.7 percent the rate of
growth of the disability insurance
trust fund in 1959, as measured by its
net increase. The total assets of the
fund increased 112.3 percent in 1958
but only 32.4 percent in 1959. At the
end of the year, assets totaled $1.8
billion, of which $31.8 million was in
cash balances and $1,793.4 million
was invested in U.S. Government se-
curities.

Investments and interest rate.—
Although special public-debt obliga-
tions made up about the same pro-
portion of total investments of the
fund at the end of both years (95.6
percent in 1959 and 95.2 percent in
1958), the distribution of maturities
between long- and short-term special
obligations was practically reversed
during the year. On December 31,
1958, 73.2 percent of the fund’s spe-
cial obligations were l-year special
certificates of indebtedness and 26.8
percent were special notes and bonds
with maturities of 2-10 years. On the
same date in 1959, 1-year certificates
formed but 18.0 percent of all special
obligations and 82.0 percent were in

4Under the 1958 amendments, de-
pendents of disabled beneficiaries include
wives and dependent husbands who have
reached retirement age, unmarried de-
pendent children (including those aged 18
or over who are permanently and totally
disabled and whose disability began before
they reached that age), and wives who
have an entitled child in their care. Bene-
fits to the permanently and totally dis-
abled persons aged 18 or over whose dis-
ability began before they reached age 18
and who are children of retired or de-
ceased insured workers are, however,
chargeable to the old-age and survivors
insurance trust fund.
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special notes and bonds with maturi-
ties now extending up to 15 years.
The dollar amounts invested in the
several types of public and special
obligations on both dates are shown
in table 2.

Since the interest rate on special
obligations issued to the disability
insurance trust fund is governed by
the same provisions that apply to the
old-age and survivors insurance trust
fund, the rates for new special issues
to the two funds are always the same
at any given time. As with the other
fund, the interest rate on all speeial
obligations issued to the disability
insurance trust fund in 1959 was 253
percent.

Unemoloyment Trust Fund

Income-outgo.—The unemployment
trust fund is composed of the 51 ac-
counts for the State unemployment
insurance programs, the railroad un-
employment insurance account, the
railroad unemployment administra-
tion fund, and the Federal unemploy-
ment account. The fund’s total assets
on December 31, 1959, amounted to
$6.9 billion, a decrease of $234.3 mil-
lion or 3.3 percent from the $7.1
billion at the end of 1958. The total

was 24.4 percent less than the $9.1
billion in assets at the close of 1957,
before the railroad unemployment
administration fund was included in
the items forming the total assets.

During 1959 the State unemploy-
ment insurance systems deposited
$2.0 billion in their respective ac-
counts in the Federal unemployment
insurance trust fund, 31.7 percent
more than their deposits in 1958 and
27.0 percent more than those of 1957.
A loan of $96.4 million was made to
Pennsylvania in 1959 from the Fed-
eral unemployment account in the
trust fund; loans of $132.6 million
were made in 1958 ($14.0 million to
Oregon, which was repaid almost im-
mediately, $113.0 million to Michigan,
and $5.6 million to Alaska). There
were no transfers to the State ac-
counts in 1959 of excess Federal un-
employment tax collections; $33.5
million had been transferred in 1958
and $71.2 million in 1957. Deposits,
loans, and transfers credited to the
State accounts in 1959 totaled $2.1
billion, or 25.3 percent more than the
1958 total and 27.2 percent more than
that of 1957.

Interest earned by the State ac-
counts totaled $177.8 million in 1959,

Table 3.—Investments of social security trust funds and interest-bearing public
debt at end of specified period, 1936-59

[Amounts in millions]

Social security trust fund investments (face value)
Interest- ol
bearin, -age
Atend of— pubu(:"z Total Percent of and Disability |Unemploy-
debt o t public survivors | insurance ment
amoun debt insurance | trust fund | trust fund
trust fand
1986 - oo $33,6090 $64 0.2 $64
1,138 3.1 625
1,926 5.0 1,064
2,944 7.1 1,509
3,962 8.9 1,945
5,468 9.5 2,732
7,342 6.8 3,687
9,874 6.0 5,005
12,546 5.5 6,579
14,562 5.3 7,508
257,649 15,643 6.1 7,564
254,205 17,363 6.8 8,101
250,579 19,044 7.6 8,495
255,019 19,417 7.6 7,695
254,283 20,063 8.2 7,638
257,070 23,438 9.1 8,426
265,293 25,977 9.8 9,022
272,881 27,832 10.2 9,544
275,731 28,508 10.4 8,739
207,799 29,853 10.7 8,783
274,219 30,890 11.3 9,060
272,874 31,276 11.5 9,097
280,839 29,390 10.5 y 7,114
JURC . oo omeivcceceaee 281,833 28.794 10,2 29,478 1,607 6,711
December. ... ... 287,704 27,830 9.7 19,159 1,794 6,878
Source: Daily Statement of the U.S. Treasury and other Treasury Department releases.
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Table 4.—Computed average interest rate (percent) on social security trust
Jund investments, total interest-bearing public debt, and long-term mar-
ketable debt at end of specified period, 1936-59

Social security trust fund
. investments !
Tota
imtorest- | Longterm,
At end of— bealr)ilpg U.8 O]d-gge Disability [T .
public ot an sability [Unemploy-
debt | obligatlons | o, vivors | Insurance ment
insurance | trust fund | trust fund
trust fund

2.570 3,088 | oo 2.50
2.568 3.059 3.00 2.50
2.586 2.978 3.00 2.50
2. 598 2.915 3.00 2.50
2.566 2,868 2.84 2.50
2.409 2.751 2.66 2.49
2.059 2.675 2.44 2.24
1.956 2.421 2.22 1.89
1.919 2.326 2.20 1.91
1.965 2.323 2.14 1.93
2.057 2.307 2.04 1.94
2.144 2.286 2.09 2.05
2.216 2.310 2.20 2.16
2.208 2.316 2.20 2.16
2.209 2.359 2.19 2.16
2.308 2.822 2.20 2.18
2.353 2.320 2.30 2.30
2.414 2.393 2.41 2.41
2.291 2.480 2.29 2.30
2.490 2.485 2.31 2.31
2.671 2.482 2.52 2.53
2.889 2.505 2.55 2.66
2.689 2,592 2.57 2.65
2.867 2.619 2.61 2.76
3.300 2.619 2.62 2.79

! Includes public and special Government obli-
gations. Interest rate on special obligations issued
to the old-age and survivors insurance trust fund
from 1937 to August 1939, 3 percent; to the old-age
and survivors insurance trust fund from September
1939 to September 1956 and to the unemployment
trust fund from 1936 to date, average coupon rate
at end of preceding month on total interest-bearing
public debt, rounded to the next lowest 1g of 1

compared with $199.0 million in 1958
and $220.4 million in 1957. The pro-
gressively smaller annual interest
earnings are the result of the pro-
gressively smaller assets of the State
accounts in recent years: in 1957
they totaled $8.6 million; in 1958,
$6.9 million; and in 1959, $6.8 billion.

Withdrawals from the State ac-
counts for benefit payments during
1959 totaled $2.3 billion. Although
this sum was 35.1 percent less than
the all-time peak of $3.5 billion with-
drawn in 1958, it was 31.7 percent
more than 1957 withdrawals and also
topped the $2.0 billion withdrawn in
the 1954 recession year. It should be
noted that the sum represents not
actual benefit payments but with-
drawals by the States from their un-
employment accounts with the Fed-
eral Government for deposit in their
own local accounts, from which the
benefits are paid.

- The railroad unemployment in- -

surance account—from which are
paid cash sickness and maternity

22

percent; and to the old-age and survivors insurance
and disability insurance trust funds from October
1956 to date, average coupon rate at end of preceding
month of all marketable interest-bearing U.S.
obligations of more than 5-year maturity from
issue date, rounded to nearest 1£ of I percent.

Source: Daily Statement of the U. S. Treasury
and other Treasury Department releases.

benefits to railroad workers, as well
as unemployment insurance benefits
—is in financial difficulties. From a
peak in 1948 of almost $1 billion, the
balance has gradually dwindled to
its lowest level. The 1958 and 1959
amendments to the Railroad Unem-
ployment Insurance Act included sev-
eral provisions aimed at remedying
the situation:

(1) In arriving in any given year
at the September 30 balance of the
account (which establishes the tax
rate for the coming year under a
schedule set forth in the act), the
balance to the credit of the railroad
unemployment insurance administra-
tion fund on that date is deemed to
be part of the balance of the railroad
unemployment insurance account.

(2) The administration fund is set
up as an account in the unemploy-
ment trust fund, and its assets earn
interest as do the State accounts,
the railroad unemployment insurance
account, and the Federal unemploy-
ment account.

(3) The railroad retirement ac-
count, a separate trust fund, is em-
powered to loan money to the rail-
road unemployment insurance ac-
count to be repaid, with interest at
3 percent, whenever the unemploy-
ment insurance account balance is
large enough to cover benefits and
repayments. Unrepaid loans and
accrued interest are not to be counted
in the September 30 balance for de-
termining the next year’s tax rate.

(4) Most far-reaching of all, the
1959 amendments raised the contri-
bution rate schedule. The former
sliding scale ranged from a minimum
of Y% of 1 percent on September 30
balances of $450 million or more to
a maximum of 3 percent on balances
of less than $250 million in steps of
1, of 1 percent for each $50 million
drop. The present scale ranges from
115, percent on September 30 balances
of $450 million or more to 334 per-
cent on balances of less than $300
million.

From a total of $87.2 million at the
beginning of 1959, the combined bal-
ances of the railrcad unemployment
insurance account and the railroad
unemployment insurance administra-
tion fund declined to $54.4 million on
March 31, to $29.3 million on June 30,
$5.6 million on September 30, and
$5.3 million at the close of the year,
The administration fund averaged
$5.5 million each quarter; amounts
in excess of $6 million have to be
turned over to the unemployment in-
surance account each year. The com-
bined quarterly balances include the
proceeds of loans from the railroad
retirement account totaling $124.4
million—$52.6 million borrowed in
the third quarter, of which $16.5
million was repaid in that quarter,
and $71.7 million borrowed in the
fourth quarter, of which $28.0 million
was repaid in that quarter. If the un-
repaid balance of $36.1 million on
September 30 ($79.9 million at the
end of the year) were disregarded,
the 1960 tax rate would not be raised
because the low combined balance
automatically placed it at the new
334-percent’ maximum.

Railroad unemployment insurance
benefits totaling $299.2 million were
paid in 1959, They were about 6 per-
cent higher than the previous peak

Social Security



benefits of $282.3 million paid in 1958
and 46.6 percent more than benefits
paid in 1954, in its furn a peak year.
Except for interest earned and
loans repaid, there has been no in-
come credited to the Federal un-
employment account in the unems-
ployment trust fund since the third
quarter of 1958. The balance re-
mained slightly above its statutory
$200 million until the third quarter
of 1958, when loans to State unem-
ployment insurance systems affected
by the recession reduced the account
to $93.7 million. Interest payments
brought the balance up to $96.4 mil-
lion at the end of the first quarter
of 1959. This entire sum was loaned
to Pennsylvania in the second
quarter; the account ended the
quarter with a balance of $1.4 million
representing the quarterly interest
payment. At the end of the year the
account stood at $4.4 million, com-
posed solely of interest received. It
should be noted that the Federal un-
employment account is credited with
and receives interest not only on its
average daily balance, as do all the
other accounts in the unemployment
trust fund, but also on the total loans
outstanding to State systems (less
any repayable advances from the
Treasury for loan-making purposes).
No transfers for administrative ex-
penses were made from the account
to the Bureau of Employment Secur-
ity in 1959; a small unobligated re-
mainder ($6,773) of previous trans-
fers to the Bureau was returned to
the account.
Investments—Investment of the
assets of all the accounts composing
the unemployment trust fund is made
by the Secretary of the Treasury for
the fund as a unit. Interest earned on
investments is distributed quarterly
among all the accounts on the basis
of the average daily balance of each
account. Permissible types of invest-
ments are the same as for the old-
age and survivors insurance and dis-
ability insurance trust funds.
During 1959 the fund’s invested
assets declined $236 million, or 3.3
percent, compared with a decrease of
$2.0 billion or 21.8 percent in 1958.
Cash balances were relatively the
same at the end of the year as at
the beginning—about $8.5 million.
The entire decrease in the fund’s in-
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Table 5.—Operations of the disability insurance trust fund, calendar years
1958 and 1959

[In thousands]

Item 1959 1958
Total assets, Jan. 1. e et e $1,378,514 $649,349
Receipts, calendar year:
Contributions and transfers:
Appropriations (baxes) . ..o 849,493 891,481
Deposits arising from State agreements. . ..___.____ .- 51,486 74,027
Gross contributions ... ... ..________.__.___ 900,979 965,509
Less payments to Treasury for taxes subject to refund. . - 9,750 |amcamcaeaas
Net contributions. ..o cue e ccacmecmcacanaccan - 891,229 965, 509
Plus transfers from railroad retirement account under the financial inter-
ChANge. .. .. e 21,400 oo _oo__.o__.
Net insurance contributions and transfers. ... ... __________..____ 912,629 965,509
Interest and profit:
On investments 41,366 25,379
On transfer from railroad retirement account.. 580 |oceeaen
Gross interest received 41,946 25,379
Less interest transferred to old-age and survivors insurance trust fund with
reimbursed administrative expenses 1,185 288
Net interest received... ... oL 40,781 25,091
Total net receipts.... ———- 953,410 990,600
Disbursements, calendar yea
Benefit DaYMeNtS. ... 456,722 248,958
Administrative expenses:
Department of Health, Education, and Welfare._.__________.___________.___ 46,308 9,149
Treasury Department . . . e 3,687 3,328
Total administrative expenses. - . e 49,995 12,477
Total disbursements__.._. 506,717 261,435
........ 446,693 729,165
1,825,206 1,378,514

vestments occurred in the special-
obligations sector of the portfolio;
total holdings of public issues rose
$25.0 million (face value) during the
year.

Among them, the three social se-
curity trust funds had a net decrease
in their invested assets of $1.6 billion
during the year. Their total invest-
ments on December 31 stood at $27.8
billion (table 3). This sum repre-
sented 9.7 percent of the total in-
terest-bearing public debt, compared
with 10.5 percent a year earlier.

On December 31, 1959, special obli-
gations accounted for $23 billion—
85 percent or about the same propor-
tion as at the end of the preceding
year—of the total investments of the
three funds. Of this amount, $6.1
billion, or 26 percent of all holdings
of special obligations, was invested in
certificates of indebtedness maturing
6 months later, on June 30. At the
end of 1958, certificates of indebted-
ness maturing the following June
accounted for 64 percent of all special
obligations held by the three funds.

Interest rate.—The 1956 amend-
ments to the Social Security Act did
not affect the interest formula or the
maturities of special obligations is-
sued to the unemployment trust fund
—a fund essentially different in char-
acter and purpose from the old-age
and survivors insurance and disabil-

ity insurance trust funds. The for-
mula remained the same as the “old”
formula for the other two funds: the
average interest rate on the total in-
terest-bearing public debt at the end
of the previous month, rounded to
the next lowest 13 of 1 percent.

At the start of 1959 the special
obligations held by the unemploy-
ment trust fund were all 25 -percent
certificates of indebtedness maturing
on June 30, 1959. At maturity these
were *“rolled over” for new l-year
certificates bearing interest at 234
percent. During the second half of
the year, as the average rate on the
public debt went higher, additional
certificates were acquired at interest
rates of 27 percent, 315 percent, and
31, percent. As the average rate on
the public debt in December was
3.300 percent, certificates acquired in
January 1960 would also bear inter-
est at 314 percent.

Related Trust Funds

In 1959, total receipts of the rail-
road retirement account amounted
to $932 million—$560 million in con-
tribution income, $119 million in in-
terest (including $7 million net in-
terest on the financial interchange
transactions), and $253 million, net,
received from the old-age, survivors,
and disability insurance system as

(Continued on page 31)
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Table 8.—Public assistance in the United States, by month, January 1959~January 1960 !

[Except for general assistance, includes vendor payments for medical care and cases receiving only such payments]

Ald to dependent Ald to Ald Ald
children the on- |a to a tothe | ..
perma- General - |depend-| ;g | Permas) opg)
Year and Old-age Aid to nently ; age ent nently _
month Total 3 assistance Recipients the blind and a?s’;ss?sr)’ae Total | jssist- | chil- tbon"rﬂf and ‘Z’;f’éit
Families totally C ance | dren totally | il 4
dis- (recip- dis-
Total3 | Children abled lents) abled
Number of reciplents Percentage change from previous month
1958
January.._ .. 2,448,033 763,380 2,878,412 2,206,932 109,707 329,479 —.3 +1.0 —~0.1 +0.5 +8.4
February._._ 2,438,436 769,185 2,001,611 2,224,849 109,468 330,345 —.4 +.8 —.2 +.3 +1.9
2,433,348 775,557 2,917,045 2,235,296 109,259 331,204 —-.1 +.8 +.1 +.7 )
2,431,002, 781,132 2,940,628 2,253,313; 109,542 335,134 -.2 +.50 (8 +.8] —86.3
2,427,898 781,114| 2,942,741 2,255,628 109,538 337,495 -1 ¢n (&) 4.8 -8.3
2,419,885 777,632 2,920,986 2,246,965 109,445 339,214 —.3 —.5 —.1 +.5 -6.1
2,413,938 772,222 2,011,086 2,233,672 109,443 341,355 —.2 —.6 O +.6 —4.5
gus 2,407,910 771,156 2,910,506 2,235,272 109,325 342,616 -2 —.1 +.4 +2.8
September. .. 2,404,265 771,031 2,017,419 2,241,727 109,261 344,477 -.2 +.21 +.5 +3.3
October____ .. 2,401,104/ 771,432) 2,918,320 2,244,305 109,142 346,832 —-.1 [0} —.1 +.7 +2.6
November_ .. 2,307,929 773,088 2,926,323 2,251,386 109,008 348,208 -.1 +.3 ™ +.4 +2.5
December. ... 2,394,125 778,832 2,953,135 2,272,096 109,057 350,325 —-.2 +.8 @ +.6 -3.3
1960
January. . _._|-..________ 2,387,468 781,204 2,064,135 2,281,267 108,862 351,972 412,000|_. ... —.3 +.4 -2 +.5 +3.0
Amount of assistance Percentage change from previous month
1959
January. __..| $306,714,000{$157,827,831 $81,475,458 $7,481,605| $20,741,887| $31,921,000[ 4-1.1] +0.3] +1.00 —0.3] 1.1 8.6
February_...| 308,052,000} 156,529,222 82,602,290 7,467,038 20,902,565 32,552,000 +.4 —.8 1.5 —.2 +.8 +2.0
March ¢___.__| 310,681,000( 156,566,456 83,648,244 7,523,686] 21,091,117 33,216,000 +.9] +.1 +1.7] +1.1 +1.6] +2.0
Apriie ____ . 309,438,000 158,834,503 84,509,504 7,512,199; 21,240,340 30,762,000 -4 ™M +.2 —.4 +.2 —-7.4
Mayé_ __ .. 307,265,000( 157,332,423 84,732,412 7,578,135 21,632,321 27,731,000 —=.7 +.4 4.5 +.7 2.4 -9.9
Juned_____ .. 303,051,000 156,713,320 83,161,976 7,556,400 21,496,002 25,465,000 ~1.4 —.4 —1.6 —.1 +.2 -8.2
July._ ... ... 2909,884,000] 155.561,621 82,658,813 7,563,706 21,586,726 24,673,000 -1.1 ~.7 —.6 +.1 +.4 -3.1
August______| 300,728,000] 155,474.907 82,469,933 7,554,606/ 21,686,592 25,719,000 +.3 —-.1 —.2 —.1 +.5 +4.2
September...] 304,707,000] 155,509,481 83,445,777 7,541,305 21,945,382 27,345,000 +1.3 4.3 +1.2 —.2 +1.2| +46.3
October_.__._| 307,959,000{ 157,581,948 83,768,710 7,535,805 22,237,528 28,509,000 +1.1 +1.1 +.4 —-.1 +1.3| +4.6
November___| 308,636,000| 157,126.976) 84,187,394 7.547.728( 22,265,642 28,737,000 +.2 -.3 4.5 +.2 +.1 +.5
December....| 309,885,000) 157,669,195 85,686,971 7,774,967) 22,644,000) 27,735,000 +.4 +.3 +1.8 +3.0 +1.7 -3.5
1960
January._ ... 312,149,000| 158,086,747 86,078,614 7,868,600| 22,678,544 28,193,000 +.7 +.9 +.5 +1.2 4.2/ +1.7

t For definition of terms see the Bulletin, October 1957, p. 18.
ject to revision.

1 Total exceeds sum of columns because of inclusion of vendor payments for
medical care from general assistance funds and from special medical funds; data
for such expenditures partly estimated for some States.

3 Includes as recipients the children and 1 parent or other adult relative in
families in which the requirements of at least L such adult were considered in
determining the amount of assistance.

¢ Excludes Idaho; data not available.

All data sub-

& Increase of less than 0.05 pereent,

* Except for general assistance, data ineluded for Illinols understated for March,
overstated for April, and partly estimated for May because of administrative
change in the processing of payments. Percentage changes for the speciai types
of public assistance based on data excluding Illinofs.

7 Decrease of less than 0.05 percent.

8 Percentage changes for the special types of public assistance based on data
excluding Tlinois (data not comparable, see footnote B).

TRUST FUND OPERATIONS

bursed cash balances.

The interest All types of special Government

(Continued from page 23)
payments in lieu of benefits under
the financial interchange. Railroad
retirement benefits of $856 million
were paid in 1959, and administrative
expenses were $10 million. Assets of
the railroad retirement account on
December 31, 1959, totaled $3,690
million, of which $3,610 million was
invested in U.8. Government securi-
ties ($3,401 million in Treasury spe-
cial 3-percent notes and $209 million
in public issues), $80 million was on
loan at 3-percent interest to the rail-
road unemployment insurance ac-
count in the unemployment trust
fund, and $1 million was in undis-
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rate for special obligations issued to
the railroad retirement account is
set by law at 3 percent.

Contributions to the civil-service
retirement and disability fund totaled
$1,495 million in 1959, and $223 mil-
lion was earned in interest. Monthly
benefits of $741 million were paid
during the year, and about $110 mil-
lion was refunded as lump sums to
persons leaving the Federal service.
The administrative expenses of the
civil-service retirement program are
not chargeable to the fund but rather
to the General Treasury. At the end
of 1959, invested assets amounted to
$9,438 million.

obligations totaled $43.5 billion at the
end of 1959—15.1 percent of the out-
standing interest-bearing Federal
debt, compared with 16.0 percent in
1958. Together the three social se-
curity funds held 53.7 percent of all
special obligations, in 1958 they held
55.9 percent, and in the 3 previous
years about 59 percent. Most of the
remainder was held by related trust
funds, including the civil-service re-
tirement and disability fund (20 per-
cent in 1959, 18 percent in 1958), the
several veterans’ insurance funds (16
percent in 1959, 15 percent in 1958},
and the railroad retirement account
(about 8 percent in both years).
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