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FOREWORD

The following report by Mr. Myers, of the Office of the Actuary,
hae developed a large number‘of’relationships in connection with appro-
priations, benefit payments, coverage, prospective beneficlaries, and
other }nterrel&tionships,which follow from Title Il of the Social Se-
curity Act. | |

It is necessary to emphasize all the stated limitations herein
set forth and to recognize further that such tables as 11, 12, and 13
are less credible than the preceding tebles. Table 14, likewise, is
a reasonable display of what gould be the case and not an indication pf
what probably will be the case. In Table 15 the relationshipe of the
various portions of the cost one to another are reasonable; the total
costs expreseed in terms of payroll to be accepted with considersble
hesitation.

The report is valuable in its presentation of relationships
under the Act and must be recognized as both explanatory and sﬁggest-

ive of many more queries.

W. R. Williamson
Actuarial Consultant



AN ANALYSIS OF BENEFITS AND THE PROGRESS OF THE OLD-AGE RESERVE ACCOUNT
UNDER TITLE II OF THE SOCIAL SECURITY ACT

A. Introduction

The purpose of this report is to present various statistical
data in regard to the benefits under Title II and also to discuss
and explain the estimate of the progress of the 0ld-Age Reserve Ac-
count from 1937 to 1980. Some of this material has been published
in various scattered sources, whereas the remainder of it has been
developed in numerous intra-office memoranda.

Sections B, C, and D of this report will present illustrative
data on the benefits as prescribed under Title II and thus contain
only quantitative data based on the provisione of the Act. Sections
E and F of the report contain estimates of the future functioning of
Title II as to numbers of persons affected and amounts of money in-
volved. Although the latter part of the report ie not intended to
contain debateble material, its accuracy should not be assumed to be
of the same degree as the material in the first part. Thus, any es-
timates of conditions in the far-off future are prone to wide vari-
ations and fluctuations. A further discussion of the limitetions on
these future estimates will be given in the section pertaining to the
progress of reserve for 1937-1980.

A further purpose of this report is to bring out a fairly

comprehensive explanation of the complex interrelationship of the
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ﬁenefite—tax—reserve provisions under Titles VIII and II of the Social
Security Act. There are here set down many of the implications which
follow from the announced estimates of probable cost, coordinate with
the factors which show the serious limitations upon these estimates.

¥hile the availability of the esarly wege credits for the year
1937 will add further material which must be teken into account in
reshaping the estimates herein set forth, the long-range credence to
these early Baltimore statistics must be equally limited. However,
the actual data, although for only a short period of operition. tends
to appear to be a sounder base for use in extrapolation than do more
theoretic assumptions,

The important limiting factors in utiliging tne Baltimore dgta
will be:

(1) The unknown extent of non-compliance in tax
payment §

(2) The varying, sometimes conflicting, rulings
as to coverage}

(3) The poseibility that a single year's earnings 
may be decldedly non-typical;

(4) The extent of the range of distribution of
earnings between covered and non-covered em-
ployments and the extent of idle time, both
in the one year observed and to be expected
in the future:

(5) The trend toward greater coverage of formerly
non-employed individuals and the possible wider
digtribution of earnings among more peoplas;

(6) The natural lag in securing complste records
at any time.
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B, Illustrative Monthly Bemefits

The major purpose of any system which is to provide old-age
security is obviously the granting of monthly benefits or annuities
to aged individuals. Title II of the Sociel Security Act provides
monthly benefits beginning in 1942 to individuals who meet certain
simple qualifications, namely; (1) that the individual is at least
65 years old; (2) that he has received total wages of at least $2000
in a covered employment after 1936 and prior to attainment of age 65:
(3) that the individual received wages in covered employment in at
least one day of each of five different calendar years after 1936
end prior to age 65. These monthly benefits are paysble for as long
as the individual lives but no payments are to be made in-respect
to any months during which the individual engages in "regular employ-
ment”.

The amount of the monthly benefit is determined by the total
wages received in covered employment after 1926 and prior to age 65.
However, only the first $3000 of wages received from any one employ-
ar during eny calendar yé#r is credited. Thus, an individual who is
eﬁployed simulteneously in several covered positione receives credit
for all wages from &ll the employers, except that no credit is given
for wages In excess of $3000 during eny calender year from any one
of the employers.

. The following formula is applied to such total wages to determine



the monthly benefit: 1/2 of 1% of the first $3000 of total credited
wages; plus 1/12 of 1% of the next $42,000 of total credited wages;
plus 1/24 of 1% of all totel wages in excess of $45,000. It is fur-
ther provided that no monthly benefit shall exceed $85, so that all
individuals having $129.QOO or more of total credited wages would re-
ceive this maximum. A minimum monthly benefit of $10 is involved, al-
though not explicitly stated; in order to qualify for monthly benefits
it is necessary to receive at lemst $2000 of total credited weges,
this amount yielding a monthly benefit of $10 according to the formula.
To determine the mopthly benefit from the formula, it is usual-
1y necessary to add seversl items., 3By an algebraic transformation"

the formula can be restated so that only ome calculation is necessary:

Totel Wages Monthly Annuity Annusl Annuity
$2,000 - 3,000 1/2% of total wages 6% of total wages

3,000 - 45,000 1/12% of total wages + $12.50 1% of total wages + $150
45,000 =129,000 1/24% of total wages + $31.25 %% of total wages + $375
129,000 and over $85 $1020

As en example of the use of this restated formula, the annusl annuity
corresponding to $36,000 of total wages is 1% of $36,000 (or $360)
plus $150, equalling $510. Expressed in this fashion the formula is-
easier to apply than in the form prescribed in the Act, and the result
le exactly the same since the two are mathematically equivalent.

-~ A rather interesting feature of the restated formula for the
$3000 -~ 45,000 range is its similarity to the benefit formulas of pri-

vate pension plans, For this range the monthly benefit is equal to

* o.g. For wages falling in the $3000-~15,000 range the monthly benefit
1s 1/2% of $3000 plus 1/12% of total wages less $3000 or algebraically
1/2% x 3000+ 1/12% x (W - 3000) which equals $15.00 + 1/12% of W - 2,50
or 1/12% of W + $12.50. _ '



1/12 of 1% of total wages plus $12.50. Since total wages are merely
the average annusl wage multiplied by years of coversge (or 12 times
averagze monthly wage times years of coverage). the benefit formula

éan be expressed a8 1% of average monthly wage per year of coverage
plues a flat amount of $12.50. Under private pension plans the monthly
anruity is commonly 1, 1%. or 2% of average monthl& wage per year of
gervice. Under Title Il the years of coverage refer only to service
after 1936, while under private pension plans cfedit is freguently
given for service prior to the inception of the plan. It might there-
fore be reasoned thaet for the bulk of the initially covered group |
Title II ie a 1% plan for future service plus a,flat amounf of $12.50
as an allowance for past servicg;/

It can be seen from the ﬁenefit formula that proportionately
far more credit is given‘to those individuals who have a small amount
of total credited weges. The factor for the first $3000 of total
wagee 1s six times as large as that used for the next $42.000. and
twelve times as large as that used for total wages in excess of §45,000.
Total wages of $3000 produce a monthly benefit of $15. In order to
obtain double this benefit, or $30; it is necessary to have seven
times as much total weges, or $21,000, while for triple the benefit,
or $45, there is required thirteen times as much total wages, or
$39,000. The effect of this heavy weighting of the first $3000 of

total wages is to glve proportionately higher annuities to those with
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a small amount of total wages, namely, the individuals now 0ld and
the lower pald individusls of all ages.

Table 1 shows illustrative monthly benefits for various aver-
age monthly wages and for various periods of coverage. Illustrations
are given in detail for both the very low paid individusle and for the
individuals who, because of a number of simultaneous high-paid posi-~
tions, average more than $3000 of total credited wages per year. From
this table there can readily be seen the effect of the heavy weighting
of the first $3000 of total wages, which was mentioned previously.

For individuals who have five years of coverage, the $50-per-month
man receives $15, while the $250-per-month man receives $25. Thus,
while the one individual received an averzge wage five times as high
as the other individual, his monthly benefit 1s only two-thirds great-
er. On the other hend, i1f individuals having the same average monthly
wage of $100 are considered, the 60 year old man, who can look forward
to five years of coverage, will get $17.50 as compered to the 20 year
0ld man who will receive $53.75 after 45 years of coversge. Thus, the
20 year old men has & prospective period of coversge nine times as
great as the 60 year old man, but expects to receive a benefit omly
about three times as large.

From Table 1 i1t can be seen that the low paid individuals who
average $25 or less per month require many years of eovérage to qual-

i1fy for monthly benefits because of the $2000 limitation, but when



Table 1

TLLUSTRATIVE MONTHLY OLD=AGE BENESITS UNDER TITLE IT
FOR VARIOUS AVERAGE MONTHLY wAGES®/

Average

Monthly Years of Coveragebj

Wege 5 10 15 20 2 30 3B XD 6 50

$ 5 * * w * * * $10.50 $12.00 $13.50 $15.00
10 * b * $12.00 $15.00 $15.50 16.00 16,50 17.00 17.50
15 * * $13.50 15.50 16.25 17.00 17.75 18.50 19.25 20.00
20 " $12.00 15.50 16.50 17.50 18.50 19.50 20.50 21.50 22.50
25 u 15.00 16.25 17.50 18.75 20.00 21.26 22.50 23.75 25,00

i

50 $15.00 17.50 20,00 22.50 25.00 27.50 30.00 32.50 35.00 37.50
75 16.25 20.00 23.76 27.60 31.25 35.00 38.75 42.50 46.256 50,00
100 17.50 22.50 27.50 32.50 37.60 42.60 47,80 Bl1.25 B3.76 B6.26
125 18.76 25.00 31.256 37.60 43.75 50,00 53.13 56,26 59,38 62.50
150 20,00 27.50 35.00 42.50 50,00 53.75 57.50 6l.25 65.00 68.75
175 21.25 30,00 3e.76 47.8B0 53.13 57.50 61l.88 66.26 70.63 75.00
200 22.50 32.50 42,50 51.26 56.25 6l.26 66,26 71.26 76.256 8l.28
225 23.76 36,00 46.26 B53.75 59.38 65.00 70,63 76.25 81.88 85,00
250 26.00 37.50 50,00 B6.25 62.50 68.75 75.00 81.26 85.00 85,00

500 37.560 66,26 68.76 8l.26 85.00 85.00 85.00 85.00 85,00 85.00
1280 62.60 85.00 85,00 85.00 86.00 85.00 85.00 86.00 8B.00 85.00
2500 85.00 85,00 85.00 8B5.00 85.00 85.00 85,00 85,00 85,00 85,00

a/ Yo weges in excess of $3000 received from any one employsr during any calendar
year are counted. JFor those cases where the average monthly wege is showm to
be in excess of $250 (or $3000 per year) it is assumed that the individuasl works
for more than one employer. For example, the $2500 per month individual may be
agssumed to work for ten employers at a monthly salary of $250 from each one over
the entire period of coverage.

b/ Years employed in a covered occupation after 1938 and prior to age 65,

*  Not eligible for monthly benefits because total wages are less than $2000,
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they do qualify, they recelve a rather good-sized benefit in comperi-
gon to their average wege. This will be discussed later in more de-
tail. For those individuale who work for only one employer at the
maximum crediteble wage of $3000, it is only possible to receive the
$85 maximum monthly benefit after 43 years of coverage. However, for
those individusls who average more than $3000 of total credited wages
per year becsuse of simultanecus high~paid positions, this maximum is
attainable much sooner. For example, an individual, who was employed
by ten different employers at a salary of $3000 from each, would dbe
eligible for the maximum benefit after five years of coverage. Thus,
it would be possible for an individual now aged 60 to receive this
amount as early as 1942, although most of the benefit payments at
that time would be under $25 (the maximum amount obtaineble for five
yeare of coversge when no more than $3000 of total credited wages is
obtained in any one year).

In Teble la there &sre presented illustrative monthly benefits
for various average weekly wages and periods of coverage. This tsble
1s similer to Table 1, except that it is based on average weekly wages
for a limited number of cases. Any detailed discussion of this table
would be simllar to that previously given for Tabdle 1.

In Table 2 there are shown the total wages corresponding to
various monthly benefits. There are alse shown the minimum total pay-

ments which will be made. In this respect Title II provides that if



Tsble la

ILLUSTRATIVE MONTHLY OLD-~AGE BENEFITS UNDER TITLE II
FOR VARIOUS AVERAGE WEEKLY WAGESZ

Average

Weekly Years of Goverageh/

Yages 5 10 15 20 25 30 35 40 45
$10 $13,00 $16.83 $19.00 $21.17 $23.33 $25,50 $27.67 $29.83 $32.00
15 15.75 19,00 22.25 25.50 28.75 32.00 35.256 38.50 41.75
20 16.83 21,17 25.50 29.83 34.17 38.50 42.83 47.17 50.75
25 17.92 23.33 28,75 34,17 39.58 45.00 50,21 52.92 5b5.83
30 19.00 25.50 32.00 38.50 45.00 50.75 54.00 57.25 60.50
35 20.08 27.67 35.25 42.83 50.21 54,00 57.79 61.58 65.38
40 21,17 29.83 . 38.50 47.17 52.92 57.25 6l.58 65.92 70.25
45 22.25 33.00 41.75 50.75 55.63 60.50 65.38 70.25 75.13
&0 23.33 34,17 45.00 52.92 58.33 63.75 €9.17 74.58 80.00
55 24.42 36.33 48.26 55.08 61,04 67.00 72.96 78,92 B4.88

57,70 25.00 37.50 50,00 56.256 62.50 68,75 75.00 81.25 85.00

a/ No wages in excess of $3000 received from any one employer during any
calendar year are counted. The maximum creditable weekly wage for an
individual who works for only one employer during each year is there—
fore $57.70.

b/ TYears employed in a covered occupation after 1936 and prior to age 65.



Table 2

TOTAL CREDITED WAGES AND MINIMUM AMOUNT OF BENEFIT PAYMENTS
CORRESPONDING TO VARIOUS MONTHLY BENEFITS

Total Minimum Total Minimum
Monthly Credite Total Monthly Credit Total
Benefit  _Vagee?/ Paymentsd/ Benefit  _Wegesd/  Paymenteb/
$10 $2,000 $70 $48 $42, 600 $1,491
1 2,200 i 49 43,800 1,533
12 2,400 84 50 45,000 1,575
14 2,800 98 . 52 49,800 1,743
15 3,000 105 53 52,200 1,827
16 4,200 147 B4 54,600 1,911
17 5,400 189 . '86 57,000 1,995
18 6,600 231 56 59,400 2,079
19 7,800 273 57 61,800 2,163
20 9,000 315 58 64, 200 2,247
21 10, 200 357 59 66,600 2,331
22 11,400 399 60 69,000 2,415
25 12,600 441 61 71,400 2,499
24 13,800 483 62 73,800 2,583
25 15,000 . 526 63 76,200 2,667
26 16,200 567 64 78,600 2,751
27 17,400 609 65 81,000 2,835
28 18,600 651 66 83,400 2,919
29 19,800 693 67 85,800 3,003
30 21,000 735 68 88,200 3,087
31 22,200 v . 69 * 90,600 3,171
3z 23,400 819 70 93,000 3,255
33 24,600 861 71 95,400 3,339
34 25,800 903 72 _ 97,800 3,423
35 27,000 945 73 100,200 3,507
36 28,200 987 74 102,600 3,501
37 29,400 1,029 .75 105,000 3,675
38 30, 600 1,071 76 107,400 3,759
29 31,800 1,113 44 109,800 3,843
40 33,000 1,185 78 112, 200 3,927
a 34,200 1,197 79 . 114,600 4,011
42 35,400 1,239 80 117,000 4,095
43 36,600 1,281 81 119, 400 4,179
44 37,800 1,323 82 121,800 4,263
45 39,000 1,366 » 83 124, 200 4,347
46 40, 200 1,407 84 . 126,600 4,431
47 41,400 1.449 85 129,000 4,515

_j Wages received in covered employment after 1936 and prior to age 65. ¥No
wagee in exceszs of $3000 received from any one employer during any calen~
dar year are counted. )

b/ If total monthly benefite received by the 1nd:lvid'aa1 are less than this
amount, the difference is payable as a death benefit. This minimum amouni
is 33% of totsl credited L wages.



-8 -

monthly benefit payments actually received do not equal 3&% of total
credited wages, the difference shall be payable as a death benefit.
This will be more fqlly discussed in the next Section.

In many private pension plene the benefit formules are so ar-
ranged that the annuity shall be a given percentage of averagé wege
(normally from 30% to 60%). Since the benefit formula under Title II
ie based on totsl wages, litfle attention has been drawn to the con~-
nection between monthly benefits and aversge wege. Tsble 3 shows the
monthly old-sge benefit as a percemtage of average monthly wége for
various wages and periods of coverage. The monthly wages are taken
at small intervels for the lower weges in ordser to illustrate the
cases where the monthly benefit might be more than the average wage.

For all practical purposes the lowest a.veragé nohthly wage
with which an individual could qualify for monthly benefits is‘ $3.38,
and he would have to earn this wage for 50 years. At the end of that
time the monthly benefit would be $10 or three times his average wage.
In quite a number of instances where the’ave_rago ﬁonthly wage ie less
then $25, it is possible for the monthly benefit to be greater than
the average monthlj wage. However, n§ individual earning more:than
$25 per month can receivé a monthly béneﬂt lai;er than hie average
wage unless the period of;coverage is longer than 50 years, a compars-
tive rerity. | There 1s a great gap for the lowest wage group betwoo;\

those who qualify for monthly bemefits and those who fail to qualify



Table 3

MONTHLY OLD-AGE BENEFIT UNDER TITLE II COMPARED TO AVERAGE WAGEEI

Avefage
Monthly

Wage
$ 3.339/
5

10
15
20
25

50

75
100
126
150
175
200
250

500
1250
2500

gj No wages in excess of $3000 received from any one employer during any

calendar year are counted. For those cases where the average monthly

Years of Coverazeb/

jo

L B BE B K B

30%

18
15
13
12
11
10

ol o

15 20
»” | ]
% L
* 120%
90% 103
78 83
65 70
40 45
32 37
28 33
25 30
23 28
22 a7
21 26
20 23
14 16
" 7
3 3

25

.
]
150%
108
88
75

50
42
38
35
33
30
28
25

17
7
3

%

210%

160

118
98
85

60
52

38
35
33
30

¥

240%
165
123
103
90
65
57
51

38
36
- 33

270%
179
128
108
95

300%
300
175
133
113

wage ig shown to be in excess of $250 (or $3000 per year) it is assumed
that the individual works for more than one employer.

For example, the
$2500 per month individual may be assumed to work for ten employers at

a monthly salary of $250 from each one over the entire period of cover-

age.

e I

Years employed in a covered occupation after 1936 and prior to age 65.

Lowest averaze monthly wage which would qualify an individual for monthly
benefits for 50 years of coverage.

*  Wot eligible for monthly bensfits because total wages are less than $2000,
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by reason of not‘having $2000 of total wagee. The former receive an
annulty eqnal to or larger than their average wege, vhile‘the latter
receive merely a lump sum payment.

The great majority of the covered individuals will probably
have average monthly. wages of $50-250.  For the $50~per-month indi—b
vidual the monthly benefit ranges from 30% of average wage for 5
years of‘cove:aga up to 75% for 50 years of covefage. while for the
$250=per-month man the corresponding figures are<10% and 24%. Con-
sidering the $100-per-month individual as representing the average
of the covered group, the monthly benefit will be ahput 20% of aver-
age wage for 5 years of coverage and about 50% for 40 years of “cov-
erage. Thus, this system is designed to provide ultimate annuities
at half-pay for individuals with a lifetime average wage of $100 per
month., For individuals having a lower wage the monthly benefit will
be proportionately grester and vice versa.

Due to the $85 maximum the monthly ﬁenefit iz a very low per-
centage of average wage for individusls who are credited, on the
average, with more than $3060 per year. Thuse, in the extreme cese
of the individual who is employed by ten different employers at a
monthly sélary of $250 from each, the monthly ﬁehefit is onlyv3% of
the average wace. This is, éf-course; a very extreme case, but it
shows the wide amount of Qariation possible.

The purpose of this section has been to give illustrative



monthly benefits for various wages and periods of coverage. In sub-
sequent sections further data in regard to monthly benefits will be

_ presented. This will include both a comparison of the estimated
average size of monthly benefits that retired individuals will receive
in future years under Title II and also the estimated aggregate finan-
cial effect of this benefit as shown in the progress of the Old-Age

Reserve Account.
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C. Illustrative Death Benefits

T4¢le II of the Soclal Security Act, in addition to providing
monthly benefits, also grants death benefits for individuals dying
either before or after age 65. ¥or individuals dying before age €5
the death benefit is a payment of 33% of total credited wages received
after 1936 and prior to death. For individuals dying after age 65
the death benefit is a payment of the excess, if any, of 3§% of total
credited weges earned after 1936 and prior to age 65 over the total
monthly benefits actually received.

Table 4 shows illustrative death benefits for individuals dy-
ing prior to age 65. These benefits, unlike the monthly benefits,
are directly proportional to the average wege since the benefit is a
uniform 3%% of total wages. From this table it can clearly be seen
that in the first few yeare the death benefit will be very small,
growing to an appreciable size ultimately. Thus, for one year of .
coverage st sn average monthly wege of $100 the death benefit is only
$42. TFor deaths occurring in the calendar year 1937, the aversage
' period of coverage is only half a year so that the benefit for a $100
individual would only be half of this, or $21. Considering the in-
dividual who has hed 40 years of coveragé. the death bepefit is around
$1000 for individuais with average monthly wages of between $50 and
$100, Thus, eventusally, this death benefit will be of appreciable

slze.



Table 4

ILLUSTRATIVE LUMP SUM BENEFITS UNDER TITLE I1
" FOR INDIVIDUALS DYING PRIOR TO AGE 65

Average

Monthly Years of~99verageﬁl

Woge2! 1 z 5 10 20 50 0 45

3 10 $4.20 $8.40 $21 $42 $84 $126 $168 $189
20 5.40 .  16.80 42 84 168 252 336 378
30 12.60 25.20 63 126 252 378 504 567
40 16.80 33.60 84 168 336 504 672 756
50 21.00 42,00 105 210 420 630 840 945
100 42.00 84.00 210 420 840 1,260 1,680 1,890
150 63.00 126.00 315 630 1,260 1,890 2,520 2,835
200 84.00 168.00 420 840 1,680 2,520 3,360 3,780
250 105.00 210.00 525 1,050 2,100 3,180 4,200 4,725
500 210. 00 420.00 1,050 2,100 4,200 6,300 8,400 9,450
1250 525.00 1,050.00 2,625 5,250 10,500 15,750 21,000 23,625
2500 1,050.00 2,100.00 5,250 10,500 21,000 31,500 42,000 47,2850

a/ TWo wages in excess of $3000 received from any one employer during any calendar
yeer are counted. For those cases where the averzge monthly wsge is shown to
be in excess of $250 (or $3000 per year) it is assumed that the individusl works
for more than one employer. TFor example, the $2500 per month individual may be
essumed to work for ten employers at a monthly salery of $250 from each one over
the entire weriod of coversge.

b/ Completed years employed in a covered occupation after 1936 and prior to age 65.
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For individuale earning more than $3000 per year from a single
employer, credited wagee (snd likewise the death benefit) accrue as
eérned until $3000 of wages has been received during the given calendar
year. Thus, for a $6000 per year or $500 per month individual who
worke for only one employer the death benefit for one month of cover=-
age'ia based on $500 of credited wages. The credited wages increase
1ntil the seventh month by which time $3000 has been credited and from
then until the end of the calendar year no more wages are credited.
The death benefit is thus $17.50 for cne month of coverege increessing
to $105 for six months of coversge end remaining level at that figure
for the next six months., Of course, at the beginning of the next cal-
endar yesr wages are once more credited in a similar faéhion.

It is interesting to note the large size of the death benefit
for individuals who have a very large average wege due to joint em-
ployment with several employers at salaries of $3000 or more from
each. Thus, for the individual who is credited with %1250 of wages
per month over & period of 30 years, the death benefit reaches the amount
of $15,750. Of course, this is & very rare instance, but it shows the
possibility of paying quite large death benefits under Title II.

Under industrial insurance the aversge size of the policy is
sbout $200 and provides merely buriel éxpenses. while the average size
of individusl certificates under group insurance policles is about

$1500, thus providing some funds for the immediate needs of surviving



dependents.  Considdring the individual with an average monthly wage
of $100, it can be seen from Table 4 that f.he death benefit under
Title II for § years of coverage will be about equal to the average
death benefit for industrial insurance. However, for this class of
individuale it will take almost 40 years of coverage to produce a
death benefit equal to the average under group insurance policies.
Table 5 shows illustrative death benefits under Title II for
individusals dying after age 65. In the pfevious gection it was
pointed out that qualified individuals who engage in "regular employ-
ment* after age 65 do not receive any monthlyk benefits in respect to
the months that they engege in such employment. Thus, this death
benefit 1s reduced by the monthly benefits received, until it is
finally exhausted when the totsl of such benefits excesds 33% of
total credited vages. Since the death benefit at age 65 is directly
proportiona.l to average wage, being based on 3%% of total wages re~
ceived after 1936 and prior to age 65, while the monthly benefit is
much greater proportionately for those with low average wages, this
death benefit is more quickly exhausted for those with a small smount
~of total credi/t;d wages. An individual who has an average monthly
benefit of $10 has an 1ni£_~1a1 death benefit of $70. However, after
he ha.s recelved seven payments, the death benefit will be entirely
exhausted. On the‘other hand, when we consider an individusl with a

monthly benefit of $85 based on total credited wages of $129,000, the



Table &

ILLUSTRATIVE LUMP SUM BENEFITS UNDER TITLE II
FOR INDIVIDUALS DYING AFTER AGE 65

Total

Gredite? Monthly : Number of Monthly Benefit Peyments Receiveﬁhj
Wages?/  Benefit  None [ 12 24 36 48 60
$ 2,000 - $10 $70 $10 * * * * *
3,000 15 105 15 * * * " *
9,000 20 315 195 $75 * * * *
15,000 25 525 375 225 * * * *
21,000 30 735 555 375 $15 * * *
27,000 35 945 735 525 105 * * *
33,000 40 1,155 915 675 195 * * .
29,000 45 1,365 1,095 825 285 * * *
45,000 50 1,575 1,275 975 375 * * *
69, 000 60 2,415 2,055 1,695 975 $255 * *
93,000 70 = 3,255 2,833 2,415 1,575 735 * *
129,000 85 4,515 4,005 3,495 2,475 1,455 $435 *
200,000 85 7,000 6,490 5,980 4,960 %,940 2,920 $1,900
500,000 85 17,500 16,990 16,480 15,460 14,440 13,420 12,400
1,000,000 85 35,000 34,490 33,980 32,960 31,940 30,920 29,900

a/ Wages received in covered empldyment after 1936 and prior to age 65. ¥No
wages in excess of $3000 received from any one employer during any calendar
year are counted.

b/  Monthly benefite are not payable to qualified individuals for months in
which wages have been received with respect to regular employment.

*  Monthly benefits received exceed 31% of total credited wages so that no
Jump sum benefit is available.
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death benefit is not exhausted until 54 monthly payments have been
receivéd.

Since individusals qualifying for monthly benefits iIn the first
few years will receive sbout $20 or $25 per month, it can be seen
that thls type of death benefit will not be very important in the
near future. The individual receiving a $20 monthly benefit will only
have a death benefit of $195 if he has received six monthly payments,
end only $75 after he has received twelve monthly payments. The death
benefit will be exhausted after he has received sixteen monthly bene-
fit payments. However, ultimately this death benefit will be more
important. Thus, for the individual with a monthly benefit of $45
the death benefit will be $825 after twelve monthly benefit payments
have been received, and will not be exhausted until 31 monthly bene-
fit paymenté have been recelved.

Again considering the extreme case of an Individual who has
$1,000,000 of total eredited wages due to joint employment with sev-
eral employefs at $3000 or more from each, the death benefit is
$35,000, if no monthly benefit peyments have been received, and de~
creases slowly since the monthly benefit payments are only $85 per
month. Thus, after 60 monthly benefit payments have been received,
the death benefit is still as great as $29,000. For this rare in-
dividual this death benefit would not be extinguished until 412
monthly payments have been received. Thus, if the individual re-

tired at sge 65 and remained out of Yregular employment® thereafter,



the desth benefit would mot be extinguished for 34 1/3 years or until
the individnal was over age 99. TFrom the above discussion it can be
gseen that the death benefit after age 65 is exhausted, in most in-
stances, in two or three years, althouéh for individuals with a large
amount of total credited weges the death benefit may extend through-
out their entire possible span of 1life. It should be noted that the
death benefit diminishes only as monthly benefits are paid. When a
qualified individual works in “regular emﬁloynent" up to age 75, his
death benefit remains unchanged throughoﬁt the ten year periocd.

The purpose of this section has been' ﬁo give illustrative
death benefits for various weges and periods of coverage. In subse-
quent sections further data 1n‘4regard to death benefits will be pre—
'sent‘ed. This will iﬁclud.e both a comparison of the estimated aversage
size of death benefits ﬁndcr Title II in future years. and also the
estimated aggregate fingncial effect of this benefit as shown in the

progress of the Old-Age Reserve Account.



\D., _Comparison of Benefits Under Title II and Taxes Under Title VIII

' Under Title II of the Social Security Act, benefits are pro-
vided for individuals in certain covered occupations who were under
65 years of age on January 1, 1937. Similarly, under Title VIII, a
tax 1s imposed upon such employees and their employers for the pur-
pose of ralsing general revemus. While the Act does not specifically
state that these taxes are for the purpose of financing the benafits
under Title II, they are commonly regarded as contributions to a con-
tributory old-sge insurance system. It is the purpose of this sec-
tion to compare the benefits with the taxes as though they were con- -
tributions.

Tablé 6 shows the total taxes paid under Title VIII by an in-.
dividual entering the system in January, 1937, with a level monthly
wage-of $100, Under Title VIII the employer and the employse pay an
equal amount of tax; the combined tax is 24 for the period 1937-39,
3% for 1940-42, 4% for 1943-45, 5% for 1946-48, and‘G% for 1949 and
thereafter. Thus, individuals in the system at present will pay a
graded tax schedule.

This table also shows the awverage tax raté paid by individuals
baving a level wage for various periods of coverage. These tax‘rates
apply to all individuals héving 2 level wage rather than merely to
the $100 per month individual. It should be noted that in obtaining

this average tax rate the total amount of taxes paid is merely divided



Table 6

TOTAL TAXES PAID UNDER TITLE VIII BY AN INDIVIDUAL
WITH A LEVEL MONTHLY WAGE OF $100§/ WHO ENTERS
COVERAGE ON JANUARY 1, 1937

Years of Total
Goverageh/ Taxes

$ 12
24
36
54
72

Ul 1N

20

- 114
138
162
192

QWO

[

360
540
720
9200
1,080
1,260
1,440
1,620

B5BEERYG

Total Total Taxes as %
Wages of Total Wages
$ 1,200 1.00%
2,400 1.00
3,600 1.00
4,800 1.13
6,000 1.20
7,200 1.25
8,400 1.36
9,600 1.44
10,800 1.50
12,000 1.60
18,000 2.00
24,000 2.25
30,000 2.40
36,000 - 2.50
42,000 2.57
48,000 2.63
54,000 2.67
60,000 2.70

a/ This table may be used to obtain total taxes or total
‘wages for any level wage by changing the figures pro=-
portionately. For example, for a $200 per month in-
dividual the figures would be doubled. :

Years employed in a covered occupation after 1936 and

prior to age 65,

It is masumed that the individual is

employed continuously throughout this period at the

same level waga.



by the total wages, with no account being teken of the fact that the
larger taxes ars payeble in the far dlstant future, and thus would
be less important if the interest factor were considered. For the
first three years the aversge tax rate on the individual is, cof course,
1% gradually increasing to 2.7% for an individual who has 50 yesars
of coverage from the present time. If the individual has sn increas—
ing wege history, the average tax rate would be higher and vice versa.
Obvicusly, for individusls entering after 1948, the mverage tax rate
would be 3%, while those entering between 1937-48 would have an aver-
ege tax rate lylng between 3% and the figures shown in Table 6.

In Section C it wes pointed out that the death benefit under
Title II is a lump-sum payment of 31% cf total credited weges. Un-
der Title VIiI the individual pays a tax on credited wages ranging
from 1% to 3%. It can thus be seen that for individusls dying be-
fore age 65 the death benefit will alwaeys be greater than the taxes
pald under Title VIII. Even for the individual entering in 1949 and
thereafter, the death benefit is about 17% greater than the total taxes
paid in (334 of total credited wages as compared to 3%). For individ~
uals dying after age 65, the death benefit is the difference between
33% of total credited wages snd the total amount of monthly benefits
received. Thus the annuitent is essentially gusranteed annuity pay-
menta equal to a# least 3% of totel weges. Since in no case»could

bis total taxes be greater then 3% of his total wages, he will alweys
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receive more in benefits under Title II than he has paid in taxes un~
der Title VIII.

The question often arises as to the rate of interest which is
realized by the individuel who dies pridr to age 65, based on the 3%%
death benefit and the taxes pald by him under Title VIII. Since there
is no direct relatidn between the two, the rate of interest will vary
both with the year of death and the year of entry. Thus, individuals
who enter in 1937 pay lower taxes then similer individuels who enter
in or after 1949, although the death benefit after upiform pericds of
coverage will be the same for both.
| Table 7 sh&ws various rates of compound interest realized upon
the death beneflte under Title II. In these figures it 1s assumed
that the individual earns a level rate of pey and has continuous em=-
ployment from January 1 of the year of entry until he dies. As would
be expected, the rate of interest realized is very large for individ-
uals entering in 1937 and dying within = few years, being over 61%
for such individuals who dle after five years. The interest rate is
éven greater for individuals who die after ohly a year or two of cov-
erage. For example, an individual with sn snnual wage of $1000 who
dies after one year will have paid taxes of $10 over the period of a
year and the death benefit will be $35. Thus, $25 of this will be
interest on the $10 for éperiod of about half a year (since taxes

are assumed to be peid continuously throughout the year). The interest



Table 7

ANNUAL BRATE OF COMPOUND INTEREST - ASSUMING DEATH BENEFIT
UNDER TITLE II TO BE THE RETURN OF DEPOSITS EQUAL TO

EMPLOYEE'S TAX UNDER TITLE VIII

Calendar Year of Entry

Year of

Death* 1937 1940 1943 1946 1949

5
10
16
20
25
30
35
40
45

. .

61.34% 39.62% 24.88% 13.71% 7.71%

19.60 12.50 7.54 4,67 3,38
9.35 5.98 3.90 2.7 2.16
5.38 3.63 2.53 1.89 1.59
3.57 2.52 1.84  1.45 1.25
2,58 1,89 1.44 1.16 1,04
1.99 1.50 1.17 .98 .89
1.59 1.23 .99 .84 .77
1.32 1.04 .86 .74 .68

Number of full years after calendar year of entry.

Assumptions:

1.

2.

3.

Level rate of pay and continuous employment from the
beginning of the calendar year of entry to time of

‘death.

No interest credited for year in which contributions
are made.

Deaths occur at the end of the year.
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rate is roughly 250% for half & year or 500% per yesr. It is inter-
esting to note that for those entering in 1937 under the assumption
of a level wage, an interest rate of at least 3% will be realigzed
for any deaths occurring in the next 28 years, i.e., prior to 1965.
However, with an increase in the period of coverage, the rate of in-
terest realiged decreases quite rapidly until for a period of forty
yeoars of coverage it is only slightly over 1%%.

For individuale who enter after 1937, the rate of interest
realized will be appreciably less than if they had entered in 1937
because for a given period of coversge and average wage the death
benefit will be the same, wherees more taxes will have been pald,
thus allowing = shaller margin for interest. For individusls en-
tering in and after 1949 when the ultimate tex rate of 3% is in
effect., the rate of interest realized at death will be rather large
for those dying within the first ten years of coverage. However,
after sbout fifteen years of coverage, the rate of interest realized
vill be less than 2%, decressing to only about 3% for individuals dy-
ing after forty-five years of coverage. This is, of course, due to
the death beneflt being, one could say, on a "simple interest basis*
since it is one-sixth greater than the total tsxes paild regardless
of duration of coverage, rather than on a "compound interest basis¥.

As previously mentioned, the computations for Table 7 are

based on individuels having a level rate of pay and continuous employ=
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ment. If there were & unifcrmly increasing wage scsle, the rate of
interest for individuals entering in or after 1949 would be greater
than that shown. However, decreasing wege scales and certain types
of sporsadic incfeasing \vagé scales might produce lower rates of in-
terest. It is difficult to generglize for preéent entranis in re-

gard to various wage histories because of the increasing tax sched-
ule. ‘

In the previous parsgraphs the taxes and benefits for indi-
viduals dying before age 65 have been compared. Table 8 gives a
comparison of total taxes paid by the employee and the average amount
of benefits under Title II which mey be expected by those who have
attalned sge 65 and who 'bega.n‘ work in 1937. It should be noted that
in this table no account is taken of interest, and that the same as-
sumptions as to wage history are made as were made in Tsble 7. The
total taxes paid by the individual are based on the figures in Table
6, while the average expected amount of benefits is based on a fu~
ture life expectancy of 12% years. It is further assumed that the
individual does not engage in "regula.f employment® after sge 65, so
that he does not forfeilt any benefit payments.

The ratio of expected benefits to taxes paid increases with

an increase in age at entry and decreases with an incressme in level
wage. This, of course, would be expected since the monthly benefit

.is greater proportionately for older individuwals and also for those



Table 8

TOTAL ‘I‘AXESQI AND AVERAGE AMOUN'I&/ OF BENEFITS UNDER TITLE I11I
FOR INDIVIDUALS WHO HAVE LIVED TO AGE 65 AND WHO BEGAN WORK IN 1937

Level Aze at Entry 20 _ Age at Entry 26 —_Age at Entry 30
Monthly Wage Benefits Taxes Ratio Benefits Taxes Ratio Benefits Taxes Ratio
$25 $ 3562 $ 360 9.9 $ 3375 $ 215 10.7 $ 3187 $ 270 11.8
50 5250 720 7.3 4875 630 7.7 4500 540 8.3
75 6938 1080 6.4 6375 945 6.7 5813 810 = 7.2
100 8063 1440 5.6 7688 1260 6.1 7125 1080 6.6
- 125 8906 1800 4.9 8438 1575 5.4 7969 1350 5.9
160 9750 2160 4.5 9188 1890 4,9 8625 1620 5.3
200 11438 2880 4.0 10688 2520 4.2 9938 2160 4.6
250 12750 3600 3.5 12188 3150 3.9 11250 2700 4.2

_Age at Entry 35 Age at Entry 40 : Age at_Entry 45
$ 25 $ 3000 - $ 225 13.3 $ 2812 $ 180  15.6 $ 2625 $ 135 19.4
50 4125 450 9.2 3750 360 10.4 3375 270 12.5
75 5250 675 7.8 4688 540 8.7 4125 405 10.2
100 6375 900 7.1 5626 720 7.8 4875 540 9.0
125 7500 1125 6.7 8563 900 7.3 5625 675 8.3
150 8063 1350 8.0 7500 1080 6.9 6375 810 7.9
200 9188 1800 5.1 8438 1440 5.9 7688 1080 7.1
250 10313 2250 4.6 9375 1800 5.2 8438 1350 6.3

Age at Entry 50 ' Aze 8t Entrv 55 __Ace 8t Entry 60
$ 25 $ 2437 $ 90 27.1 $ 2250 $ 48 46.9 c/ $ 18 —
50 3000 180 16.7 2625 96 27.3 $ 2250 36 62.5
7 3563 270 13.2 3000 144 20.8 2438 54 45.1
100 4125 360 11.5 3375 192 17.6 2625 72 36.5
125 4688 450 10.4 3750 240 15.6 2813 90 31.3
150 5250 540 9.7 4125 288 14.3 3000 108 27.8
200 , 6375 720 8.9 4875 384 12.7 3375 144 284
8.3 5625 480 11.7 3750 180 20.8

250 7500 900

Paid by the individual.

b/ Assumes that the average individual who survives to age 65 will live 124 more years snd that the
individual does not engage in "regular employment" after sge 65.

¢/ Tot eligible for monthly benefits. Lump sum payment of $52.50 is made.

Note: 1In this tsble no account is taken of interest.
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with low level wagee, as explained in Section B. ILikewise, the tex
rate is lower.for older individusls (as shown in Teble 6) so that the
ratio of benefits to taxes tends to be even greater for them since
the totzl taxes paid are proportionately smaller than those paid by
the younger persons. For example, consider two individuals with the
same level wage who have survived to age 65, one of whom entered at
age 25 and the other at age 60. The former has a period of coverage
which is 8 times as large as the latter, whereas his total texes up
to age 65 are over 17 times as large ond his monthly benefit is only
about 3 times as large. This vividly illustrates the cause for the
great increase in the ratio of expected benefits to total taxes as
the age at entry increases.

For an individual antéring at age 60 with a level wage of $50
per month, the total texes paid up to age 65 would be only $36 and
he would then be eligible for a monthly annulty of $15. thus produc—
ing an aversage expected'amount of benefits of $2250, or over 60 times
the taxes peid. Even for the higher paid individual entering at age
60, the ratio of probable benefits to taxes peld is over 20. TFor in-
dividuals entering at age 20 who attain age 65, the ratio of probable
benefite to total taxes paid ranges from about 10 for the $25 per
month individuel to about 4 for tke higher paid individuels.

The ratio of the expected amount of benefite to the total taxes

paid is, in one respect, rather misleading since no account is teken
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of interest. If interest were taken into account by comparing the ac-
cumulated amount of taxes and the discounted value of benefits, the
ratios would be matarially reduced.

As pointed‘out previously, individuasls dying before age 65 have
a dea}h benefit equal to the taxes that they themselves paid plus com—
pound interest ranging from 1% to about 500%, while those surviving to
age 65 will receive, on the average, 4 to 60 times as much in benefits
as they themselves paid in taxes. The question might properly be
raised at this point as to where the woney comes from since everybody
gots more in benefits then they have paid in texes, and some get many
times as much.

For individuals dying before age 65, the benefit is, in most
instances, less than the total taxes paid by themselves and their em=-
ployers together with accumulated interest at 3% (the Old-Age Reserve
Account earns 3% compound interest). This results in a "profit" for
the Account. Other "profits® arise from individuals attaining age 65
who cennot qualify for monthly benefits amd for qualified individuals
who engage in "regular employment" after sge 65 and thus forfeit some
of their monthly benefit payments. For individuale reaching age 65,
these “profits" can be said to pay in the aggregate that portion of
the cost not borne by the accumulated taxes of the retirant snd his
employer together with 3% compound interest.

In the previous discussion comparisons of benefits and taxes
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have been made separately for individuals who die before age 65 and
for those who reach age 65. A more satisfactory comparison can be
made if the benefits theoretically "purchasable" with the taxes umder
Title VIII for various ages at entry and level wages are considered.
In these comparisons it is assumed that the taxes in a given year
will first be used to "purchase" the corresponding death benefit un~-
der Title 1I, the remainder beinz used to “purchase" as much deferred
annuity at the retirement age as posaible. The computations are
based on the U. S. White Males 1920-29 Mortality Table with 3% inter-
est. The resulting figures thus correspond to the benefits which an
insurance company would give for premiums equal to the taxes if it
used this mortaslity table ag a standard, snd if it had no expenses.
Consequently, the figures are purely theoretical and do not repre-
sent the rates quoted by any insurance companies.

Teble 9 shows the monthly annuities ®purchasable® with the
com‘bined employee and employer taxes for individuals entering in 1937
for two different retirement ages, while Table 9a glves similar fig-
ures using only the employee tax as a "premium®". It should be pointed
out that the figures in Table 9a are always less than one~half of
those in Table 9, This is due to the faet that part of the taxes are
first used to "purchase" a death benefit identical to that under Title
II. The remainder of the taxes is then used to “purchase® as much an-

nuity as possible. This remainder will slways be less than one-half



Table 9

THEORETICAL MONTHLY ANNUITIES PURCHASABLEEJ WITH COMBINED EMPIOYER AND EMPLOYEE TAXES
UNDER TITLE VIII FOR INDIVIDUALS ENTERING IN 1937

Annuity Purchasable | Annuity Purchasable
Annuity with Combined Taxes Annuity with Combined Taxes

Aze at Under For Retlire—~ TFor Retlire- Under For Retire-~  For Retire-
Entry  Title II ment at 65 ment at 67F  Title II ment at 65  ment at 67%

Level Monthly Wage of $25 Level Monthly Wage of $50
15 $25.00 $19.26 $24.87 . $37.50 $38.51  $49.75
20 - 23,75 15.22 19.60 35.00 30.44 39.20
25 22.50 11,84 15.19 3250 23.68 30,38
30 21.25 2.02 11.52 30.00 18.04 23,04
35 20,00 6.68 8.48 27.50 13.386 16,97
45 17.50 3.17 3.96 22.50 6.34 7.91
50 16,26 , 1.89 2.32 20,00 3,78 4,64
55 15.00 1 1.09 17.50 1.82 2.18
60 b/ .32 .36 15.00 .64 .73

Level Monthly Wage of $100 Level Monthly Wage of $150
15 $56. 25 $77.03 $99,49 $68.75 $115.54 $149.24
20 B3.75 60.89 78.40 65,00 91.33 k 117.59
.25 51l.25 47.36 60, 76 61.25 71.05 91.13
30 47,50 36.08 46,08 57.50 54,13 69.12
35 42,50 26,72 33.94 53.75 40,09 50,90
40 37.50 19.00 23.95 50.00 28.49 35.93
45 3250 12.67 15.83 42.50 19.01 23.74
50 R7.50 7.56 9.29 35.00 11.34 13.93
55 22.50 3.65 4,37 27.50 5. 47 6.55
60 17.50 1.27 1.45 20.00 1,91 2.18

Level Monthly Wage of $200 Level Monthly Wage of $250
15 $81.25 $154.06 $198,98 $85,00 $192.57 $248.73
20 76425 121.78 156,79 85.00 152.22 195.99
25 71,25 94,73 121,51 8l.25 118,41 151.89
30 66425 72.17 92.16 75.00 90.21 115.20
35 61,25 53.45 67.87 68,75 66.81 84.84
40 56,25 37.99 47,90 62. 50 47.49 59,88
45 5l.26 25,34 31.66 56.25 31.68 39,57
50 42,50 156.12 18.58 50,00 18.90 23.22
556 324 50 7.30 : 8,74 37.50 S.12 10.92
60 22.50 2.54 2,90 25.00 3.18 3.63

8/ According to the U. S. White Males 1920-29 Mortality Table at 3%. Taxes are
used as theoretic net premiums without allowance for expense and such annui-
ties resulting are not actually available from insurance companies. Part of
the taxes are used to purchase a death benefit identical to that of Title II.
The remainder of the taxes are used to purchase a defsorred annuity with a re-
fund feature for death after retirement. It is sssumed thaet the individual
does not engage in %regular employment® after retirement.

b/ Lump sum payment of $52.50.



Teble 9a

THEORETICAL MONTHLY ANNUITIES PURGEASA‘BL!#/WITH ONLY EMPLOYEE TAX
UNDER TITLE VIII FOR INDIVIDUALS ENTERING IN 1937

* Annulty Purchasable Annuity Purchassble

Annulty with Combined Taxes Apnuity with Combined Taxes
Age at Under For Retire~ JFor Retire~ Under For Retire- For Retire-~

Entry Title II 'ment at 65 ment at 67% Title I ment at 65  ment at 67%
Level Monthly Wage of $25 Level Monthly Wage of $50
20 23.75 6.33 7.85 35,00 12.65 15.70
25 22.50 4.88 6.00 32.50 9.77 11.99
30 21.25 3.69 4,48 30.00 7.39 8,96
35 20.00 2.72 3.26 27.50 5.44 6.51
40 18.75 1.93 2.26 25.00 3.86 4.53
45 17.50 1.29 1.48 22.50 2.58 2.95
50 16.25 .77 .85 - 20,00 1.54 1.70
55 15.00 «38 .38 17.50 +76 77
60 b/ 14 .13 15,00 28 .25
Level Monthly Wage of $100 Level Monthly Wage of $150
15 $56.26 $32.29 $40,39 $68.75 $48.44 $60.59
20 53.75 25.31 31.39 65.00 37.96 47.09
25 £51.26 19.54 23.99 61.25 29.30 35.98
30 47.50 14.77 17.93 57.50 22.16 26.89
35 42,50 10.88 13.02 53.76 16.33 19.53
45 32.50 5.16 5.90 42.50 ?7.74 8.86
50 27.50 3.08 . 3.40 35.00 4.63 5.09
55 22-50 1051 1.54 27050 2027 2030
60 17.50 .55 .50 20.00 .83 476
Level Monthly Wage of $200 Level Monthly Wage of $2650
15 $81.25 $64.58 $80.78 $85,00 $80.73 $100,98
20 76.25 50,62 62.78 85.00 63.27 78.48
2b 71.28 39,07 47.98 81.25 48.84 59.97
30 66.25 29.54 35.86 75.00 36,93 44,82
35 6l.25 21.77 26.04 68.75 a7.21 32.55
40 56.25 15. 42 18.12 62.50 19.29 22.65
45 51.25 10,32 11.81 56.25 12.90 14.76
50 42.580 6.17 8.79 50,00 7.71 8.49
55 32.50 3.02 3.07 37.50 3.78 3.84
60 22.50 1.10 1.01 25.00 1.38 1.26

a/ According to the U. S. White Males 1920-29 Mortality Table at 3%. Taxes are
used as theoretic net premiume without allowence for expense and such annui-
ties resulting are not actually aveilable from insurance companies. Part of
the taxes are used to purchase a dezth benefit which is identical to that of
Title II. The remasinder of the taxes are used to purchase a deferred annuity
with a refund feature for death after retirement. It is assumed that the in-
8ividual does not engage in "regular employment# after retirement.

b/ Lump sum payment of $52.50.



of that for the combined taxes. TFor exampls, if the death benefit
Bcostsh 20% of the combined taxes (or in other words, 40% of the em=
ployee tax alone), there will be available for the "purchase" of an~
nuity 80% of the combined taxes in Table 9 and 60% of the employee

tax (or 30% of the combined taxes) in Table 9a. Thus for this case
the annulty "purchaseble” in Table 9a would be only 3/8 of that in
Table 9. Obviously, for retirement at age 674 the monthly annuity
will, in practically all instances, be larger than that for retirement
at 65, since there is a greater chance of reaching age 65 than age 674,
end since the expectation of life is greater at age 65 than at age 67%.

For older individuels end lower paid individuals, the annuity
purchasable¥ with the combined taxes is eppreciably less than the
annuity under Title II. This, of course, is due to the weighting in
the benefit formula as explalned in Section B. For example, an indi-
vidual entering at age 60 with a level monthly wage of $100 receives
a monthly ennuity of $17.50 under Title II, while the combined taxes
would only purchase $1.27 per month for retirement at 65 and $1.45
for retirement at 67%.

For 1ndiv1duals‘ entering at the younger ages the annuity "pur-
chasable" with the combined taxes is, in many instances, greater than
that under Title II. However, the annuity "purchasable® with only the
employee tax is almost always less than the monthly benefit. For ex~ -
ample, for a level monthly wage of $100 and age at entry 20, the annu-

ity "purchasable® with the combined taxes is $60.89 for retirement at
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65, and $78.40 for retirement at 674, as compared to $53.75 under
Title II. Ueing only the employee tax, the corresponding figures are
$25.31 and $31.39. However, for individuals entering at age 20 with
a lower monthly wage the annuity "purchasableM with the combined taxes
ﬁll not be as greatly in excess of that arising under Title II; in
some instances it will be smsller. For example, for a level monthly
wage of $25 and retirement at age 674, the annulty "purchasable" with
the com‘bined taxes is $19.60 as compared to $23.75 under Title iI.

On the othgr hand, for higher monthly wages the annuity "purchasable®
‘with the combined taxés is much larger than that arising under Title
II. For example, for a lefrel wage of $250 and age at entry 20 with
retirement at age 674, the annuity "purchasable" ig more than twice
as large as that granted under Title II. The a.nnuity "purchasabie"
with only the employee tax 1s,in practically all cases, less than
that arising under Title II.

Tables 10 end 10a present similar data for individusls entering
in or after 1949, when the ultimate 6% tax rate is in effect. Thé
annulties "purchesable" are, -of course, larger in all caséa ‘than those
in Tables 9 and 9a since the "premiums" (taxes) are asppreciably higher.
The same trends as in Tables 9 and 9a in respect to age at entry and
wage are shown in these tables.

It should be noted that these figures would be considersbly
different if eamother mortality table or rate of interest had vbeen used.

If a table with lower mortality were used to make these computations,



Table 10

THEORETIGAL MONTHLY ANNUITIES PURCHASABLE—/ WITH COMBINED EMPIOYER AND EMPLOYRE TAXES
UNDER TITLE VIII FOR INDIVIDUALS ENTERING IN OR AFTER 1949

Annuity Purchasable Annuity Purchasable
Annuity ___With Combined Texes Annuity With Combined Taxes

Age at Under For Retire—- For Retire=~ Under For Retire- For Retire-
Entry Title II ment at 65 ment at 675 Title II ment at 65 ment at 67%

Level Monthly Wsge of $25 Level Monthly Wage of $50
15 $25.00 $24.28 $31.51 $37.50 $48.56 $63.02
20 23.75 19.48 25.22 35.00 38,95 50,44
25 T 22.50 15.44 21.71 32.50 30.87 43.42
30 21.25 - 12.05 15.52 30.00 24.10 31.04
35 20.00 9e21 11.83 27.50 18.43 23.66
40 18.75 6.85 8.77 25,00 13.70 17.53
45 17.50 4.89 6.23 22.50 9.78 12.46
50 16.25 3.27 4.15 20,00 6.55 8.30
55 15.00 185 2.46 17.50 3.89 4,91
60 b/ .87 1.09 15.00 1.73 2.18
Level Monthly Wage of $100 Level Monthly Wage of $150
15 $56.25 $97.12 $126.04 $68.75 $145, 67 $189.05
20 53.75 77.90 100,88 65.00 116.86 " 151l.33
2b 51.25 61l.74 86.83 61.25 92.61 130.25
30 47.50 48,19 62.08 57.50 72.29 93.11
35 42,50 36.85 47.32 53.75 55.28 70.97
40 37.50 27.40 35,06 50,00 41.09 52.60
45 32.50 19.56 24.92 42.50 29.34 37.39
50 27.50 13.09 16.61 35.00 19.64 24.91
55 22,50 7.79 9.83 27.50 11.68 14.74
60 17.50 3. 47 4,36 20.00 5.20 6.53
Level Monthly Wege of $200 Level Monthly Wage of $250
15 $81.25 $194.23 $252.07 $85,00 $242.79 $315.09
20 76.256 155.81 201,77 85.00 194.76 252.21
25 71.25 123.48 173.66 81.25 154.35 217.08
30 66.25 96.38 124.15 75.00 _ 120.48 155.19
35 61l.20 73.70 94.63 68,75 92.13 118.29
40 56,25 54.79 70.13 62.50 - 68,49 87.66
45 51.25 39.12 48,85 56.25 48.90 62.31
50 42.50 26.18 33.22 50,00 32.73 41.52
55 32.50 15.58 19.66 37.50 19.47 24.5%7
. 60 22.50 6.94 8.71 25.00 8.67 10.89

a/ According to the U. S. White Males 1920-29 Mortality Table at 3%. Taxes are
used as theoretic net premiums without allowance for expemse and such annui-
ties resulting are not actually available from insurance companies. Part of
the taxes are used to purchase a death benefit identical to that of Title II.
The remainder of the taxes are used to purchase a deferred annuity with a re-
fund feature for death after retirement. It is assumed that the individual
doee not engage in "regular employment® after retirement.

b/ Lump sum payment of $52.50.



Table 10a

THEORETICAL MONTHLY ANNUITIES PUBGHASA:BL#/WITH ONLY EMPLOYEE TAX
UNDER TITLE VIII FOR INDIVIDUALS ENTERING IN OR AFTER 1949

Annuity Purchasable Annui ty Purchasable
Annuity with Employee Tex Annuity with Employes Tax

Age at Under For Retire- For Retire- Under Yor Retire- For Retire-
Eotry  ZTitle II ment at 65  mept at 67 - Iitle I1 ment at 65  pent at 673

Level Monthly Wage of $25 Level Monthly Wage of $50
15 $25.00 $10.59 $13.42 $37.50 $21.17 $26.83
20 23.75 8.45 10.66 36.00 16.91 21.32
26 22.50 6.68 8.37 32.50 13.36 16.74
30 21.25 5.21 6.48 30.00 10.42 12.96
35 - 20.00 3,99 4.93 27.50 7.97 9.86
40 18.75 ' 2.98 3.65 25.00 5.96 7.31
45 17.50 2.15 2.61 22.50 4,30 5.23
50 16:25 1-46 . 10751 . 20.00 2‘93 3.53
55 15.00 «89 1.07 - 17.50 : 1.79 2.14
60 / 4 .49 15.00 .83 .98
Level Monthly Wage of $100 Level Monthly Wage of $150

15 $56.25 $42.385 $53.66 $68.75 $63.52 $80.50
20 53.75 33.82 . 42.64 65.00 50.72 63.956
26 £§l.256 26,72 33.48 61.26 - 40,09 50.22
30 47,50 20,83 25,92 57.50 : 31.26 38.88
35 42,50 15.96 : 19.72 53.75 23.92 29.5%7
40 37.50 11.93 - 14.62 50.00 17.89 21.92
45 32.50 8.60 10.45 42.50 12.91 15.68
50 27.50 5.86 7.06 35.00 8.78 10.58
55 22.50 3.58 4.27 27.50 5.36 6.41
60 17.50 1.66 1.96 20.00 2.48 2,93
- Level Monthly Wage of $200 Level Monthly Wage of $250

15 $91.25 $84.70 $107.33 $85.00 $105.87 $134.16
20 76,25 67.63 85.27 85.00 84.54 106.59
26 71.25 83.45 66.96 81.25 66.81 83.70
30 66.25 41.66 5l.84 75.00 52.08 64.80
35 61.25 31.90 39.43 68,75 39.87 49.29
40 55.25 23086 29-23 62.50 29.82 36.54
45 51.25 17.21 20.90 56.28 21.51 26.13
50 42.50 11.71 14.11 50.00 14.64 - 17.64
55 32.50 7.15 8.54 37.50 8.94 10.68
60 22.50 3.31 3.91 25.00 4.14 4.39

a/ According to the U. S. White Males 1920~29 Mortality Teble at 3%, Taxes are
used as theoretic net premiums without allowance for expense and such annui-
ties resulting are not actually available from insurance companies, Part of
the taxes are used to purchase a death benefit which is identical to that of
Title 1I. The remainder of the taxes ars used to purchase a deferred annuity
with a refund feature for death after retirement. It is assumed that the in-

dividual does not engage in ¥reguler employment® after retirement.

b/ Lump sum payment of $52.50.



the resulting annuities would be much smaller. It is expected that
in the future mortelity rates will continue to decrease so that the
figures shown in Tables 9 and 10 are probably too high as represent-
ing proper Hchargesh,

The most important conclusion that may be drawn from Tables 9
and 10 is the presence of a large subsidy to the individusls who are
now near age 65. However, there is no such large subsidy for those
who do not qualify for monthly benefits (see Section B). If the gys=-
tem were on an *individual=-purchase" hasis, older individuals now
could expect to receive annuities of only about $1 a month instead of
the $15-20 that they will receive. On the other hand, young individu-
els, particularly those with high wages, receive less under Title II
than the combined taxes would buy on an *individual-purchase" basis,
although in only a few rare instances less than the employee tax
alone would "purchase" (even this situation would not occur if some
allowance for expense had been made). This is to be expected because
the system is designed to be "self-supporting". It might be argued
that the employer's tax is utilized, in part, to pay the excess cost
of the benefits for the older or low paid young individusls very much
as 1s the case in group life insurance.

The purpose of this section hss been to give various compari-
sons of the benefits under Title II and the taxes under Title VIII
80 as to show the great differences that result in verious individual

cases. The wide variations shoﬁn do not indicate & weakness in the
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syetem.' but rather‘point out the considerable difference between sod-
ial insurance under Title iI end private insurance as exempi ified in
an "individual-purchase¥ system. It is aleo demonstrated that no in-
dividusl gets less in benefits under Title II than he himself has paid

in taxes under Title VIII, with some individua.l_s getting many times as

much.



_E. Progress of 0ld-Aze Reserve Account

Section 201la of the Social Security Act creates an account in
the Treasury of the United States known as fhe 0ld-Aze Reserve Account.
Appropriations to this Account are authorized for each fiscal year
after 1936. These appropriations are to be of an amount sufficient as
an Yannual premium! to provide for the payments required under Title
II, such smount to be determined on a reserve basis in accordance with
"acéepted sctuarial principlest.

In preparing cost estimates for the beneflts under Title II,
the Committee on Beconomic Security made a number of arbitrary, but

rather reasonsble, assumptions as follows:

(1) That the covered group,start at 25,337,000,
relatively full-time employees, and slowly
increase due to general populatlion growths.

(2) That & reasonsble age distribution derived
from the 1930 Census figures of gainful
workers could be accepted as applicable to
the prospective coverage.

(3) That as time went on, the expected mortality
on the future coverage would be in accord-
ance with the white lives portion of the
United States population tables based on data
of the period 1920-29 (a trifle in conflict
with the development of coverage under popu-
lation estimates which assumed continuously
improving mortelity).

(4) That net imbigration would remain fairly con-
o stant at the sum of 200,000 new lives per year
with certaln arbitrary assumptions as to the
age distribution of such immigrante.



(5)

(8)

(7)

(8)

(9)

(10)

(11)

(12)

That 2 uniform snnual wage of $1100 could
reasonably represent the effective per capita
wage during the entire pericd under specifi-
cation. '

That other than in this wage agsumption, no
special treatment of periods of unemployment
would be introduced.

That no attempt would be made to forecast
when booms and depressions would occur, nor
the extent of their year by year effect upon
the progress of funds and beneflt payments.

That all retirements take place at the age
of 67¥ rather than at varying ages roughly
equivalent to the results of such a uniform
retirement, except for a few minor adjust-
ments, such as those necessary to start bene-
fit payments in 1942.

That the amounts of death benefits for death
prior to age 65 would generally follow uni~
formly from the sabove assumptions and the
continuous use of the white life table.

That the amounts of death benefits for deaths
after age 65 would be reasonably estimated by
considering that the full benefits applicable
for death at age 65 would be payeble for death
prior to age 67 and thereafter would be re-
duced by the monthly benefit based on the $1100
level wage. This assumption is in accordance
with that in (8).

That lump-sum bepnefits could be predicted
with some adequacy in considering non-qualil-~
fied individuals reaching the age of 65 before
1942, and that thereafter certzin crude as-
sumptions could be made without too great
distortion of the aggregate results.

That the ratio of covered individuals to
population at the productive ages would re-
main reasonably constent.



at

(13)

(14)

(15)

(16)

(17)

(18)

(19)

(20)

Of particular importsnce are assumptions (13) and (14) which deal with

the estimated appropriations in the future.

That, since tex rates have been so determined
es tc be “self-supporting" and adequate to
cover expenses of administration and benefit
costs, the excess of tax collections over ex-
penses of administration shell be eppropriated
into a reserve account which shell earn 3%
compound interest.

That, although appropriations are mede by Con-
gress, their action is assumed to follow the
pattern of (13) for a period of 45 years.

That the increasing proportion of the aged
would not result in a chenge in time of retire-
ment or of granting of benefits, but that a
program initiated in 1937 would under widely
changing conditions be meintained unchanged
over a long period.

That the excess of appropriations over bene-
fits paid would only be invested at the end
of the year, no interest earnings being cred-
ited within the year on any such excess.

That uniformity in ruling as to what categories
of employment are covered and what categories
are not covered, and similzr uniformity as to
rulings on individusl coverage., were to be ex~
pected from the Treasury Department and the
Social Security Board., over long periods of
time and wide areas of the country.

That the present rule requiring separate re-
turns for affiliated corporations need not be
separately considered as affecting the amount
of earnings credited to the individuasl accounts.

That cleims will be presented in all cases of
eligibility.

That there will be no lag in claim presentation.

There are meny bases which



the Treasury could use to determine the required actusrial premium,
although these methods are not necessarily binding on Congress. In
the cost estimajd:es the Committee on Economic Security assumed that
the appropriation would equél the taxes collected under Title VIII,
less an arbitrary allowance for administrative expenses (8 1/3% when
the tax rate is 2%, 6 2/3% when the tax rate is 3%, and 5% when the
tax rate is 4% or more). This seeme to have been the basis contem-
plated in the Senate.i‘inance Committee discussion.}

Table 11 presents the estimated appropriations, benefit pay-
ments, and balances in the Reserve Account under Title II for each
ca.len&ar year of the period 1937-80. Disbursements for the wvarious
types of benefit payments are shown separately. It should be noted
that this table differs in two respects from that shown in the Report
of the Senate Finance Committee on the Social Security Bill (Senate
Report No. 628, Seventy-fourth Congress, page 9): first, the figures
in the Senate Report ’are presented on a fiscsl year basis rather than
s calendar Year basis} and&second. no provision wes made in the es-
timates of f.he benefit psyments in the Senate Report for lump sum
payments to non-qualified individusls reaching age 65. In regard to
the latter point, such p‘aymentvs seem to be of apprecisble amount at
present, but after 1942 there will be relatively few such payments
go that the finaneial effect ‘over a long period of time is slight,

and, as a result, detailed estimates thereon had been omitted by the



Table 11

BSTIMATED AFPROPRIATIONS, BENEFIT PAYMENTS, AND RESERVES
UNDER TITLE II, 1937-%02

(A1} figures in millions of dollars)

Benefit Paymente

Appropri- Death Death Interest Balance
Calendar ation to Under After Lump Net on in /
Year Reserve Annuity 65 659./ sumc/ Total Balanced/ Reserve Reservel
1937 511.0 0.0 3.7 0.0 2.3 6.0 505.0 0.0 505.0
1938 515.9 0.0 10.7 0.0 7.9 18.6 k97,3 15,2 1015.5
1939 521.0 0.0 18,2 0.0 14,5 32,7 48,3 30.5 1536,3
1940 803.3 0.0 25.7 0.0 22.8 ug.5 54,8 u6,1 2337.2
1941 £11.0 0.0 33.5 0.2 11.9 45,6 765.4 70.1 &2-7
1942 818.6 35.0 5.9 1.0 9.8 81,7 736.9 95,2 ok, 8
194 11214 70.7 3T 2.1 7.9 1244 997.0 120.1 5121.9
1 1131.8 113.8 51.9 3.5 6,2 175.% 9564 153.7 6232.0
1945 1k2,.2 148,5 60.1 - b6 b7 217.9 924,3 187.0 7343.3
1946 1440,6 209,2 69.4 6.6 3.4 288.6 1152.0 220.3 8713.6
1947 1453.6 2%7.8 771 8.2 2.3 36,0 1107.6 261.5 10084,7
1948 1466.6 315,0 85.8 10.3 1.4 12,5 1054.1 302.5 11441,3
1949 1775.5 365.5 95,4 12,1 .7 473.7 1301.8 343,2 13086.3
1950 1791.1 420,0 103.8 14,1 .1 538.0 1253,1 392,6 14732,0
1951 1806,7 490.8 114,14 17.1 .1 622.4 1184,3 L4y2.0 16358.3
1952 1822,2 548U i22,6 19.6 .1 690.7 1131.5 490.7 17980.5
19573 1837.8 610.6 129,9 22,4 .1 763.0 1074.8 539.4 19594, 7
1954 18534 688,3 140.5 25.9 .1 854, % 998.6 587.8 21181.1
1955 1869.0 Tul,5 7.7 28.6 .1 920.9 glg.1 635.4 22764.6
1956 1884.5 8ho,2 159.3 32,9 .1 1032.5 852.0 682.9 24299.5
1957 1900.1 913.% 167.3 36.5 .1 1117.7 782.4 725.0 25810.9
1958 1915.7 10123 178.2 ko9 W1 1231.5 68Y4,2 T774.3 27269.4
1959 1931.3 1099.6 184.9 45,1 .1 1329,7 601.6 818.1 28689.1
1960 1946,8 1188,9 192.0 49,3 .1 1430,3 516.5 860.7 30066.3
1961 1962.5 1293.9 203.0 54,3 .1l 1551,3 h11,2 902.0 31379.5
1362 1978.0 1379.6 21l 58,5 . 1652,3 325.7 gl1.l 326l6.6
1963 1993.5 1hk6,1 219.9 62,3 .1 1728.4 265.1 979.4 33891,1
1964 2002.1 1520.7 226.0 66.5 .1 1813,3 195.%8 1016.7 35103.6
1965 202k, 7 1565.2 239.8 69,7 1 1874.8 149,.9 1053.1 36306.6
1966 2040,3 1660.2 246.9 Th.9 .1 1982,1 58,2 1089.2 37u54,0
1967 2055.8 1733.1 252,8 79.4 .1 2065.4 -9.6 1123.6 38568.0
1968 2071.5 1820.8 257.3 84,2 .1 21624 -50.9 1157.0 agts}u.l
1969 2087.0 1901.5 261,8 88,7 W1 2252.1 -165,1 1189.0 658.0
1970 2102.6 1985.5 275.9 93.6 .1 2355,1 -252,5 1219,7 k1625,2
1971 2118.1 2082,2 280.9 98.9 1 2462,1 -344,0 1248,.8 42530,0
1972 2133.8 21804 285.7 1045 .1 2570,7 -436.9 1275.9 43369.0
197 2149,3 2281,2 295,0 110.3 2 2686.h -537.3 1301.1 hh132,8
197 2164,9 2394,2 299,3 116.5 .1 2810,1 -bli5, 2 1324,0 yhe11,6
1975 2180.5 2502.6 308.7 122.8 .1 2934,2 ~753.7 13443 Iskoz.2
1976 2120.5 2618,9 311, 129.0 .1 3058.4 -877.9 1362,1 L5esé
1977 2180.5 2729.4 319, 135.5 .1 31844 -1003.9 1376.6 46259,1
1978 2180.5 2853.6 322,5 k2,7 5] 3318,9 ~1138.4 1387.8 L6508,
1979 2180.5 2971,8 3265,2 149.8 1 3L46.9 -1266.4 1395.3 46637,
1980 2180.5 3086.1 332.8 156.9 .1 3575.9 -1395.4 1399.1 466L1,1
Total -  760L5.2 52079.0 7730.6 2380.0 98,9 62288,5 13756.7 328844

g._/ Estimates of the Committee on Beonomic Security, slightly modified to include paymente to non-qualified
individuale reaching age 65.

_'g/ For those who die after age 65 and before receiving monthly benefits equal to 334 of total wages after
1936 end prior to age 65,

_c_/ For those who attain age 65 and 4o not qualify for monthly benefits, either becsuse of not earning at
least $2000 of total wages after 1936 and prior to age 65 or because of not having employment in each
of five calendar years after 1936 and prior to age 65,

g/ Excesn of appropriation over total benefit payments,

e/ At the end of the year.

BOTEs These estimates are preliminary end subject to revision. They represent the best gueeses according to
cortaln assumptions and should be considered tentative. .The figures shown are subject to wide fluctuations
in gbsolute value, but are belleved consistent with the assumptions made.



Committee on Economic Security. It is estimated that over the period
1937-80C these payments will amount to less than 100 million dollars,
or about .16% of total outlay, with the great bulk of these payments
falling due prior to 1950,

The estimated appropriation to the Reserve Account, a2s shown
in Teble 11, increases from slightly over half a billion dollars in
1937 to over two billion dollars by 1980. The two reasons for this
increase are!

(1) The eppropristions are assumed to be based on

the tax yield under Title VIII, which increases
sharply when the tax rate increasedat three
year intervels.

(2) A gradusl incresse in coverage is essumed.

In regard to the latter point, Table 12 presents the estimated
number of employees covered in various calendar years. It is assumed
that the coverage increases by about 250,000 persons each year from e
1937 to 1975, a rather artificisl ignoring of the migration between
uncovered and covered employment which will apparently add meny short-
time employees to the coverage. The estimated appropriations are de-
rived from three major factors: first, the estimated coverage; sec-
ond, the tex rate under Title VIII and the assumed allowances for
expense; and third, an assumed average wage of $1100 throughout the
entire period for each of the employees covered. It might be men-
tioned thet the estimated number of emfloyees covered'refers to full-

time employment or, ir other words, man~years of employment at an



Table 12
ESTIMATED NUMBER OF EMPLOYEES COVERED, ANNUITANTS, DEATHS
AND NON-QUALIFTED INDIVIDUALS UNDER TITIE II, 1937-80%

(A1l figuree in thousands of persons)

Number of Number of Apnujtents Deaths Among Those Non-Qualified

Calendear Employees, Becoming , Receivi Under Over Individualse
Year Covered® E1igib1ee/ Bensfitel/ Ase 65 Ags 651/ Reaching 658/
1937 25,337 191 123
1938 25,585 : 194 136
1939 25,834 198 151
1940 26,082 201 169
1941 26,330 150 204 1l 95
1942 26,578 212 175 207 6 85
1943 26,827 223 343 cl1l 11 75
1944 27.076 234 537 214 16 65
1945 27,324 246 681 217 19 55
1950 28,566 309 1,680 234 35 3
1955 29,808 378 2,594 252 52 3
1960 31,080 448 3,528 270 n 3
1965 32,292 517 4,130 289 85 3
1970 . 33,534 585 4,705 309 100 3
1975 34,776 638 5,291 329 117 3

3

1980 34,776 664 5,912 337 135

s/ ZEstimates of the Committee on Economic Securlty. slightly modified to
include non=gualified individuels reaching age 65.

b/ Aversge number during the year.

¢/ Number reeching age 65 in the given year who qualify for monthly bene-
fits by reason of having at least $2000 of total credited wages with
earnings in at least one day in each of five different calendsr yeers
after 1936 and prior to sge 65.

4/ Includes only deaths among those eligible to receive refunds; that is,
those who have not received monthly benefits equal to 3i% of total
credited wages. '

e/ Non-qualified individuals are those reaching age 65 with less than $2000
of total credited wages or without covered employment in at least one
day in each of five different calendar years after 1936. They &re
eligible for a benefit of 33% of total credited wages.

NOTE: These estimates are preliminary and subject to revision. They repre-
sent an attempt at consistency rather than informed estimates alone,
and should be considered tentative. The figures shown are subject to

wide fluctuations in absolute value and are knownto be untenable in
many respects.
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$1100 average wage. Rigorous adjustment will be necessary as soon
as the actual coverage has been determined so as to recognize the
distribution of numbers covered correlated with amount of wage cred-
its.

Thus, in 1937 the estimated coverage is shown to be 25,337,000.
In the calendar year 1937 over 37,000,000 applications for account
numbers (SS-5's) have been received by the Social Security Board.

At first glance this would indicate that the estimates far under-
stated the coverage. However, many of the SS-5's are from non-cov-
ered individusls (unemployed., in excluded occupations, or over age
65), while some represent duplicates (f.e., individuals filing more
than one application). Moreover, as mentioned previously, the
25,337,000 figure applies to virtually full-time employment. There
may be some 22,000,000 practically full-time employees, 5,000,000
part-time employees, and 3,000,000 employees with esuch small wage
credits as to give them no expectancy of becoming qualified indi-
viduals.

A better yardstick for Judging the accuracy of the coverage
estimate is the comparison of the estimated payroll giving rise to
wage credits with the actual payroll upon which taxes are now being
pald under Title VIII. The taxable payroll under Title VIII and the
"ereditable® payroll under Title II are, of course, theoretically

identical. TFrom March to December, 1937, the monthly taxes collected



under Title VIII averaged about 49 million dollars per month, indi-
cating a total annusl peyroll of about 28.4 billion dollars. Tex
receipts prior to March were appreciably emaller, chiefly due to
administrative lag. The estimated payroll for 1937, as ehown in
Table 13, is 27.9 billion dollars (25,337,000 times $1100). |

The estimated annuity payments, as shown in Table 11, increase
from ebout 35 million dollars in 1942 to over 3 billion doll#rs in
1980, & hundred-fold increase. This great increase is due to two
factors: first, the increasing number of annuitante; and second, the
increasing size of the average annuity payment. In Table 12 there is
shown the estimated number of individuals recelving benefits for vari-
ous future years. This number increases from 175,000 in 1942 to al-
moet 6,000,000 in 1980, At this point it should be mentioned that
although the coverage figures in Table 12 are based on virtually full-
time employment, the number of annuitsnte takes sccount of individuals
who had been unemployed or in excluded occupations in certein years of
their lives as well as those who had had continuous full~time employ-
ment. This tends to minimize understatement of the number of annui-
tents. Trom Table 13 it can be seen that over the same period the
average monthly annuity in effect during the year increases from $17
to $44. Thus, the number of ennuitents is 35 times as great in 1980
as in 1942, while the average monthly annuity triples ovef.that period.

There are three reasons for the greet increase .in the number of



Table 13

ESTIMATED TOTAL PAYTROLL AND AVEHAGE SI OF BENEFITS
UNDER TITLE II, 1937-8

Total Aversge Hogtm Annuity JAverage Desth Benefjt Average
Calendar Annual . Availsble tg In Effect, For Death For Death TIump Sum

_Yorr  Payroli® Eligivlest/ _in Yosrd/ Before 65 After 65/ Paymentl

1937 27.871 v $19 . 19
1938 28,14 , 55 58
1939 28,417 92 96
1940 28,690 128 136
1941 28,963 165 $165 126
1942 29,236 $16.67 $16.67 173 157 115
1943 29,510 17.658 17.17 207 188 105
1944 29,784 18.45 17.67 243 216 98
1945 30,056 19.32 18.17 277 247 85
1950 31,423 23.67 20.83 444 398 35
1956 32,789 28.03 23.92 886 549 36
1960 34,156 32.38 28.08 71 693 36
1966 35,521 36.73 31.58 830 817 35
1970 36,887 40,59 35.17 - 893 937 35
1978 38,254 43.30 39,42 938 1,052 36
1980 38,254 45.44 43.50 988 1,150 35

a/ Estimates of the Committee on Economic Security, slightly modified to
i{nclude non=guelified individuals reaching age 65.

B/ Total "creditable" payroll in milliens of dollars. No wages in excess
of $3000 received by an irdividusl from sn employer with respect to
employment during any calendar year are included.

¢/ Average anmity peyable to those who beceme eligible in the given year
through work termination after the attainment of age 66 and through hav-
ing $2000 of totel credited wages with sarnings in at least one day in
each of five different calendar years after 1936 and prior to age 65.

4/ Average snnuity peyeble to those receiving smnuities during the yeer.

¢/ Inoludes only deaths among those eligible to receive refunds; i.e.,
" those who have not received monthly benefits equal to 3% of total cred-
ited weges.

2/ For "non-qualified” individuals reaching age 65.

EQ t These estimates are preliminary and subject $0 revision. They repre—
sent an attempt at consistency rether than informed estimates alone,
and should be considered tentotive. The figures shown are subject to
wide fluctuations in absolute veluve and are kmown to be untenable in

mALY respects.



annuitants. First, for many years in any retirement program such as
this the individuals‘ coming onto the pension roll far exceed those
leaving it through death, so that with a constant number of persons
reaching retirement age in each calendar year the number on thé pen=-
sion roll would increase for 30 or 40 years: i.e., until pensioners
exist at all ages from the earliest retirement age to the end of the
life spen. Second., a greater number of persons will reach age 65 in
future calendar years due to the shifting sge distribution of the
population. Third, a greater proportion of the individuals reach~
ing age 65 in future years will be eligible for monthly benefits
since many of the initially uncovered individuals will have received
credited wages at some time during their working career of 45 yesrs.
Individuals now old have only a few years to accumulate such wages

so that many of the older unemployed individuals, or those in exclud-
ed occupations, will have insufficient credits to qualify for monthly
benefite under Title II.

In Table 12 there is shown the number becoming eligible fbr
annuities in the various calendar years. This figure represents
those reaching sge 65 in the given year who qualify for monthly bene-
fits by reason of having at least $2000 of total credited wages with
earnings in at least one day of each of five different calendar years
after 1936 and prior to sge 65. This number increases from about

200,000 in the early years to over 600,000 in 1980. It might be noted
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that 150,000 are estimated to become eligible in 1941. Individuals
may become quelified for monthly benefits as early as January 1941
elthough no monthly benefite are payeble until January 1942. A fur-
ther 95,000 are estimated to attain age 65 in 1941 without having
the necessary qualifications for eligibllity for monthly benefits.
These individuals receive lump~sum payments. Not all of these indi-
viduals will receive monthly benefits because many of them will en-
gage in Y“regular employment®. This tends to explaln the apparent
paradox in 1942 wﬁen 362,000 individuals first become eligible, while
only 175,000 individuals receive benefits. The actual retirements
in the firset years that monthly benefits are paild will be largely
declided by the work opportunities then prevailing for the aged.

In Teble 13 there is shown the average monthly annuity which
is avalleble to'those beconing eligible in given years. This amount
is, in all instances, higher than the aversze monthly annuity actu-
ally being paid during the year because the individuals becoming
eligiblelin the year have had, on the average. & longer period of
coverage than all of those who are at that time recelving benefits.
However, by 1980 these two figures are nearly equal and would tend
ﬁo become even more so thereafter. The estimated anmuity disﬁurse—
ments, as shown in Teble 11, are obtained by multiplying the number
of annultants in Table 12 by the average monthly annuity in effect

in Table 13.
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The esfimated death benefits for death under 65 increase from
gbout 4 million dollars in 1937 to over 300 million dollars 4in 1980,
sgain & hundred-fold increase. There are two reasons for this great
increase, namely, the increase in the number of deaths among those
covered, and the increase in the average size of the death benefit.
In Table 12 there is shown the number of deaths among those under age
65. These deaths increase from sbout 200,000 in 1937 to over 300,000
in 1980, This increase of 50% is due to two causes: first, the in-
creaged size of the covered grouvn; and sscond, the older average age
of this covered group due to estimated age distribution shifts in the
total population of the United States. In Table 13 there is shown
the averzge death benefit for death prior to ege 65. This average
benefit increases from about $20 in 1937 to almost $1000 in 1980,
and it can thus be seen that this factor is the predominant one un-
derlying the great increassze in these benefits. The average desath
benefit increases in size primarily becsuse the individuamls covered
accumulate a greater amount of totel credited wages with the passage
of time. By 1980 such total credited wages will in effeet be based
on all wages recelved in & covered occupation during the working
career, while in the early years the total credited wages are greatly
reduced by the limitation that only wages after 1336 are counted.

The death benefit payments for death after 65 increase from

less than 1 million dollars in 1941 to over 150 million dollars in
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1980. There are, of course, no payments in this category prior to
1941 because &ll individuals reaching the age of 65 prior to 1941
receive lump sum payments. It should be noted that individuale may
become eligible for monthly benefits in 1941 (although no monthly
benefit payments will be made until January 1942). For example, an
individual who reaches sage 65 on January 20, 1941, and who has earned
at least $2000 of total credited wages with employment in each of
the years 1937-1940, and also in 1941 prior to his birthday., is
eligible for monthly benefitsz beginning in January, 1942, Thus, 1if
this individual dies in 1941 after his birthdsy, he would fall in
thie category, namely, death benefit payments for death after sge 65,
The reasons for the great increase in these benefit payments
are similar to those for the increase in death benefits for death
prior to sge 65. Thus, in Table 12 it can be seen that the number
of deaths increases from s few thousand in the early years to over
100,000 by 1980, Included in these deaths are only those individu~
ale who receive a lump sum payment and not all deaths among qualified
individuals (annuitante plus eligible individuals who are engaged in
"regular employment" after age 65). In other words, only those in-
dividuals are counted who have not received monthly benefits equal
to 334 of their totsl credited weges. The increesing number of deaths

1s thus due to three factors: first, there are more individuals ex~

posed to the risk of death, since the number of qualified individuals



increases grestly year by year: second, with the passsge of time the
average age of the qualified individuels increases, thus producing a
_highqr aggreéate death rate among them; and third, more of the deaths
result in payment because with an _increase 1n the annuity, the death
benefit is applicable over a longer i:eriod (see pages 12 snd 13).

' The increase in the averege deeth benefit is explained by the
third reason mentioned above. The slight drop in the averége benefit
from 1941 to 1942 je due to the fact that all deaths occurring in
1941 receive the full 3i% of total wages, while the deaths occurring
in 1942 receive this amount lesz any monthly benefits received. .The
eversge death benefit for death before 65 exceeds that for death ef-
ter 65 until 1970; thereafter the d8ath benefit for death after 65
is slightly greater uitimately because it iIs based on total wages re-
celved from about sge 20 up tq age 65 (less annuity payments received),
whereas the aversge death benefit for death before 65 is based on a
smaller number of yeare of coverasge, namely, from about sge 20 up to
the effective averasge age at death.

The estimated payments for lump sum benefits to non-qualified
1ndividug.ls reaching age 65 increase from about 2 million dollars in
1937 to about 23 nﬂ.ll:lon dollars in 1940 end thereafter decline to
about $100,000 in 1950 and thereafter. The great increase from 1937
to 1940 is due to the slightly increasing number of individuals who

qualify for such benefits (see Table 12) and to the grea.tiy increcsing
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average size of the benefit (see Table 13). The average size of the
benefit. of course, increases because on the average more total cred-
ited wages are earned by individuals reaching age 65 in later years
then by those reaching age 65 in 1937. There is a sharp decrease in
these lump sum benefits after 1940 because many individuals will
qualify for monthly benefits in 1941 and thereafter. The ultimate
figure of $100,000 is rather arbitrary, being based on an estimated
3000 individuals resching age 65 in each year, most of whom do not
qualify because of not having $2000 of total wages. It is assumed
that these individuals will have, on the average, $1000 of total wages
80 that the average lump sum payment will be $35. TFor individuale
qualifying for this benefit between 1940 and 1950, the average bene-
fit will decrease slowly to the ultimate figure of $35, since this
group is made up of two classes ~- those who have less than $2000 of
total credited'wages. and those who have more than $2000 of total
credited wages, but do not have the necessary employment in each of
five different calendar years. Probably a very limited group would
fail to qualify because of the latter reason.

In the foregoing discussion there has been presented the es-
timates of spproprlations and benefit payments as prepared by the
Comnittee on Economic Security. The total benefit payments as shown
in Table 11 range from 6 million dollars in-1937 to over 3% billion

dollars in 1980, a 600=-fold increase. Measnwhile, the appropriations
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range from about 500 million dollars to 2.2 billion dollars, a four-
fold increase. The Net Balance, or excess of appropriation over be—
nefit payments, increases from about 500 million dollars in 1937 to
e maximam of 1.3 billion dollars in 1949, decreasing thereafter to
zero by 1967. After 1967 the total benefit payments exceed the ap~
propristion, this difference amounting to about 1.4 billion dollars
in 1980,

The Balance in Reserve for any year is determined by adding
to the Reserve of the previous year the Net 3a1ance and the interest
on the previous year's Reserve. The latter item is merely 3% of the
Balance in Reserve. In 1980 the‘Interest amounts to 1.4 billion dol=-
lars. The Reserve builds up gradually to 10 billion dollars in 1947,
20 billion dollers in 1954, 30 billion dollars in 1960, 40 billion
dollars in 1969, and almost 47 billion dollars in 1980. Even though
the benefit payments exceed the appropriation after 1967 the Balance
in Reserve continues to mount because of the Ihterest element. In
1980 the appropriation plus Interest equals 3,580 million dollars,
which is approximately the same as the total benefit payments (3,576

million dollars).

All of the previous discussion as to the size of the individual

benefit payments has been confined to average payments. While dis~
cussion of averages is often quite helpful, the rangeAin size of the
payments may be lost sight of. In Table 14 there is presented a per—

centage breakdown by size of the monthly annuities in effect under



Table

14

ILLUSTRATIVE EREAKDOWN BY SIZE FOR ANNUITIES IN EFFECT IN VARIOUS YEARS UNDER TITLE IY

e of Annultants Recelving Monthly

Average Number
Calendar Monthly of Percent

Year Annuigya/AnnuitantsE/ $10-85 $10-15 $15-20 $20-2 a?

1945  $18,17 681,000  100.0% 15.6% U6 9% 27.1% 8.7%
1950 20,83 1,680,000 100,0 10.6 31,4 30,6 16,2
1955 23,92 2,594,000 100,0 7.3 20,8 26,3 20,2
1960 28,08 3,528,000 100.0 5.1 15.h 18,8 19,4
1965 31,58 4,120,000 100.0 3.6 11,5 14,3 16,5
1970 35.17 4,705,000 100,0 3.1 8.9 10.8 12,7
1975 9.42 5,291,000  100.0 2.7 T 845 946
1980 3450 5,912,000  100.0 2.3 6,8 6.5 7.9

*  Less than ,05%.

g/ Aversge annuity payable to those receiving annuities during the year,

b/ Average number during the year.

OTE:

o ]

These estimates are preliminary and subject to revision.
rather than informed estimates alone, and should be considered tentative.
subject to wide fluctuations in absolute value and are known to be untenable in many respects.

1.1
12.2

15.6

155
14,1
11.2

9.5

*

6.7

9.8

They represent an attempt at consistency

The figures shown are

25=30 $30=35 $35-U0 $HO-UH $U5-F0 $50-55 $55=]10 $70=85
1. 7%

* % % %



" Mitle II in various future years. YAnnuities in effect® refers to
those being pald to all annuitants in the giien year rather than to
the onas availsble to those retiring irn the given year.

In 1945 about 16% of the annuitents are assumed to raceive
$10-15 per month, while about 47% receive $15-20, so that 63% are
getting less than $20 per monfh. By 1960 only 20% receive annuities
of less than $20, while by 1980 less than 10% are in this class. In
other words, the percentage getting more than $20 per monmth is only 374
in 1945, 80% in 1960. end more than 90% in 1980. Similarly. onmly 2%
get more than $30 per month in 1945, while for 1960 and 1980 the cor-
responding figures are 41% and 77%, respectively. In 1945 a neglig-
ible percentage receive more than $50 per month, while for 1960 and
1980 the corresponding figures are 5% and 37%, respectively. It should
be remembered that large annuities (as high as the maximum) may be ob-
tained in the early years through employment at high wages by several
employers simultaneously (see pages 6 and 7).

The modal class (the largest class) passes steadily from the
lower annuity groups to the larger ones with the passage of time. Thus
in 1945 the modal class is $15-20, while by 1960 it is the $25-30 group.
In 1980>1t is the $50-55 group; the $55-70 group, although being slight-
ly larger., is not the true modal class because it has a fifteen dollar
class interval instead of a five dollar range.

In considering the later years it might be noted that there is
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a sharp break in the proportion in each group as between the $45-50
and the $50-55 classes. Thus, in 1975, there ie 11.3% in the $40-45
class, 9.0% in the $45-50 class, and 12.4% in the $50-55 class. This
break is, of course, due to the change in the annuity formula at total
wages of $45.000 ($50 per month). Thus, individuals obtaining $39,000~-
45,000 fall in the $45-50 class, while those with $45,000-57,000 are
in the $50-55 class. Thus, the range for the $50-55 group is $12,000
of totsl wages or double that of the $45-50 class ($6000 of total wages)
g0 that more individuals fall in the former class, the longer range
more than offsetting the difficulty of getting a larger amount of total
wages.

There is presented in Table 15 the estimated benefit payments
under Title II, as showm in Table 11, as a percentegs of the total
Wereditable® payroll, as shown in Teble 13. The snnulty payments are
sbout .1% of payroll in 1942 increasing to over 8% in 1980. The death
benefits for death under 65 increase from & negligible percentage in
1937 to .9% in 1980, Similarly, the death benefits for death after 65
increase to about .4% of péyroll in 1980. In the early years the lump
gum benefits for non-qualified individuals are about .05% of payroll,
whereas ultimately they are negligible. The total benefit payments as
a percentage of payroll inecrease from about .1% of payroll in the
early years to about 9 1/3% by 1980.

Previcusly there were mentioned twenty assu@ptions which affect

the reasonsbleness of these sstimates. Up to the present time some of

these factors have been studied, and there will now be presented briefly



Table 15

ESTIMATED BENEFIT PAYMENTS UNDER TITLE II
AS A PERCENTAGE OF PAYROLL, 1937-8

Benefit Payments as Percentege of ngrollbl

Calendar Death Death Lum&
Yoor Anpulty  Under 65  After 65¢/ swnd/ Totel
1937 .00% .01% .00% .01% .02%
1938 .00 .04 .00 .03 .07
1939 .00 .06 .00 .05 .11
1940 .00 .09 .00 .08 .17
1941 .00 12 e/ .04 .16
1942 .12 12 e/ .03 .27
1943 .24 .15 ef .03 .42
1944 .38 17 - .01 .02 .58
1945 .49 .20 .02 .02 .73
1950 1.34 .33 .04 e/ 1.7
1955 2.27 .45 .09 e/ 2.81
1960 3.48 .56 .14 ef - 4.18
1965 4.41 .68 .20 ef 5.29
1970 5.38 .75 .25 ef 6.28
1975 6.54 .81 .32 ef 7.67
1980 8.07 .87 .41 e/ 9.35

a/ Hstimates of the Committee on Economic Security, slightly
modifled to include non-qualified individuals reaching age
65, No allowance is made for administrative expenses.

b/ Total fereditsbld' payroll in millions of dollars. No wages
in excess of $3000 recelved by an individual from an employer
with respect to employment during any cslendar year are ip-
cluded.

g] For those who die after age 65 and before recelving monthly
benefits equal to 3% of total wages after 1936 and prior
to age 65.

4/ TFor those who attain age 65 and do not quelify for monthly
benefits, elther because of not earning at least $2000 of
total wages after 1936 and nrior to age 65 or because of not
having employment in each of five cmlendar years after 1936
end prior to age 65,

e/ Less than .005%.

NOTB: These estimates are preliminary and subject to revision.
They represent an attempt at consistency rather than in-
formed estimates alone, and should be considered tentative.
The figures shown are subject to wide fluctuations in ab-
solute value and are known to be untenable in many respecte.
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the results of these preliminary investigations so as to indicate the
great variastions possible in suchk future estimates as these.

In order to present comparable flgures showing the effect of
variations in these faétors. the residual reserve theory of Assump-~
tion 13 will be rigidly adhered to throughout the following discus-
sion. The term ¥reserve" will be assumed to be the accumulation at
compound interest of the excess of the appropriations (based on pay
roll tex receipts minus administrative expenses) over benefit pay-
ments.

The effect of a change in the interest rate for the Old-Age
Reserve Account (Assumption 13) is shown in Table 16. The great ef-
fect of this one factor alone can be seen from the estimated balance
in reserve in 1980, Under the present estimate, using 3% interest,
the balance is about 47 ﬁillion dollars. If, however, it were possi-
ble to obtain 6% interest, the reserve would be 132 billion dollars,
or almost three times as great. On the other hand, if no interest at
all were available, the reserve would only be about 14 billion dol-
lars, or about one-third the size of the reserve under & 3% interest
assumption. A decrease of 3% in the rate of interest (i.e., from 3%
to 23%) would lower the reserve in 1980 by about 8 billion dollare.

The effect of a wide "usze® of the system by the uncovered
group (Assumptioﬁ 12) also hes an appreciable effect on the Reserve
Account. In the original estimates some allowance was made for in-

dividuaele coming into the system for only a short period, such as



Table 16

PROGRESS OF RESERVﬁ/ UNDER PRESENT TITIE II
FOR VARIOUS RATES OF INTEREST BEING CREDITED
TO THE OLD-AGE RESERVE ACCOUNT

(A1l figures in millions of dollars)

Calendar Bate of Interest

Jear 0% 2% 2% 3% &%
1937 B5O5 506 B05 5056 505
1938 1,003 1,013 1,016 1,018 1,033
1939 1,491 1,521 1,528 1,536 1,883
1940 2,246 2,306 2,322 2,337 2.433
1945 6,627 7.094 7.219 7.343 8,160
1950 12,494 13,931 14,325 14,732 17,509
1956 17,832 20,950 21,835 22,765 29,491
1960 21,268 26,724 28,339 30,066 43,395
1965 22,616 30,921 33,496 36,307 69,6356
1970 22,156 33,675 37,434 41,628 79.336
1975 19,439 34,374 39,524 45,402 103,173
1980 13,757 32,063 38,777 46,641 131,744

a2/ The estimated apprapriatiohs and benefit peymente used in
each case are the same as those shown in Table 1l.
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married women who work for a few years prior to their marriage. How=-
ever, in any future year there will be a large number of persons aged .
65 and over who are neither working in covered employment nor recelv-
ing monthly benefits. It would have been possible for many of these
versons to qualify for a monthly benefit of $15, which is relatively
large a3 compared to taxes paid, by earning merely a total of $3000 of
wages in covered employment prior to attaining age 65.

Table 17 presents cost estimates assuming that a certain pro-
portion of these excluded aged persons qualify for monthly benefits by
having earned an assumed total of $3000 of credited wases before at-
taining age 65. Assumption A assumes that 25% of these non-covered
individuals qualify, while Assumptions B and C assume that 50% and
100%, respectively, will qualify. There is little difference in esti=-
mated appropriations between these plans and the present estimates
since the additional taxes will be small, but there is a great differ~
ence in estimated total benefit payments. As a result the reserve is
materiélly decreased. Thus, under Assumption C there is a "negativel
reserve of 22 billion dollars in 1980 as compared to the 47 billion
dollar reserve under the present estimate.

The effect of a change in retirement age (Assumption 8) is shown
in Table 13. For a given assumption as to retirement age, it is im=
plied that all individuals retire at that age and do not engage in
“recular employment" thereafter. Under the assumption that all re~
tire at age 65, the reserve builds up to a maximum of about 33 bil-

lion dollars in 1970, and then decreases to about 273 billion dollars



Table 17

ANNUITANTS, APPROPRIATIONS, BENEFIT PAYMENTS, AND
BALANCE IN RESERVE UNDER THREE ASSUMPTIONS AS TO
INCREASED COVERAGEEIUNDER TITLE II

(Al11 figures in thousands of persons or millions of dollars)

Calender Present Estimated Under Assumption Percent of Present Estimate
Year Estimate A ) c A B c

Number of Annuitents

1945 681 1,226 1,771 2,861 180% 260% 420%
1950 1,680 2.864 4,048 6,416 170 241 382
1960 3,528 5,486 7,442 11,355 1585 210 322
1970 4,705 6,788 8,871 13,037 144 189 277
1980 5,912 8,017 10,121 14,330 136 171 242
Appropriations
1945 1,142 1,157 1.171 = 1,200 101 103 105
1950 1,791 1,818 1,845 1,900 102 103 106
1960 1,947 1,977 2,008 2,069 102 . 103 106
1970 2,103 2,131 2,160 2,218 101 103 105
1980 2,181 2,211 2,24 2,302 101 103 106

Benefit Payments

1945 213 311 409 606 146 192 284
1950 538 751 964 1,390 140 179 268
1960 1,430 1,782 2,135 2,839 1125 149 199
1970 2,355 2,730 3,105 3,865 116 132 l64
1980 3,576 3,965 4,333 5,091 111 121 142

Balance in Reserve

1945 7,343 7.246 7,048 6,654 99 96 91
1950 14,732 13,852 12,848 10,840 94 87 74
1960 30,0866 25,840 21,445 12.656 86 71 42
1970 41,625 32,032 22,209 2,566 (a4 53 6
1980 46,641 29,764 12,577 =-21,792 64 27 -

2/ BEach assumption presumes that a certain proportion of those not covered
under Title II obtain a total of $3000 of covered employment and thus
qualify for monthly benefits at age 65. These proportions are as fol-
lows: Assumption A -~ 25%; Assumption B - 50%: and Assumption C - 1004.



Table 18

PROGRRSS OF RESERVE UNDER PRESENT FITLE II ASSUMING THAT
ALL QUALIFIED INDIVIDUALS RETIRE AT AGE

(A1l figures in millions of dollars)

: Interest Balance Cumulative
Calendar Appropri=- Benefit on in Appropri= Benefit
Jear = __ation  _Payments  Resorve  Reserve _ations = Payments
1937 511 6 0 805 511 (]
1338 516 18 15 1,018 1,027 24
1939 621 33 30 1,536 1,548 87
1940 803 48 46 2,337 2.351 108
1941 811 45 70 3.173 3,162 150
1942 819 a7 95 4,000 3,981 237
1943 1,121 141 120 5.100 5,108 378
1944 1,132 205 153 6.180 6,234 583
1945 1,142 258 185 7.249 7,376 841
1950 1,71 662 380 14,175 15,304 3,327
1955 1,869 1,116 : 597 21,3567 24,493 7.998
1960 1,947 1,734 70 26,942 34,071 15,440
1965 2,025 2,372 903 30,749 44,039 25,888
1870 2,103 2,856 976 . 32,753 54,396 38,999
1975 2,180 3,566 975 32,095 65,143 56,317
1980 2,180 4,334 863 27.48%5 76,043 75,419

a/ It is assumed that all individuals retire at age 65 and ds not engage in
"regular employment® thereafter.
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by 1980. Thus, considering the reserve in 1980, there is a decrease
of almost 20 billion dollars due to the assumptidn that all retire
at age 65 instead of age 67%. Conversely, if the average retirement
age were greater than 674, the reserve in 1980 would be much greater
than the 47 billion dollar figure.

The effect of a change in the assumed level annual wage of
$1100 (Assumption 5) is shown in Table 19. The reserve is appre-
ciably smaller for aversge wages of less than $1100 and vice versa.
For a lower wage the appropriations are reduced proportionately,
while the total benefit payments are only slightly reduced (because
of the weighting ir the annuity formula). For example, consider the
case of two individusls entering at age 20 with level annual wages of
$600 and $1200, respectively. The taxes of the $1200 individual are
100% grester than those of the $600 individusl, while his prospective
annuity at age 65 is only 54% greater ($53.75 as compared to $35.00).

As a result of the above tendencies the reserve decreases more
than a proportionate amount with a decrease in assumed average wage
and vice verse. Thus, in 1980 for a $500 average wege the reserve
is only 6 billion dollars as compared to 47 billion dollars for an
$1100 aversge wege and. 92 billion dollars for a $1700 average wage.

These preliminary studies of the various factors affecting
the cost estimates irdicate that there can be a wide range in the
progress of reserve, depending upon what assumptions are made.

Thus, in Tables 16-19 the range for the balance in the Reserve Account



Table 19

APFROFRIATIONS, BENEFIT PAYMENTS, AND RESERVES UNDER TITLE IX

FOR VARIOUS A3SUMPTIONS AS TO AVERAGE WAGE é/
(411 figures in millions of dollars)

Calendar Agsuming level Averace Annual Wage OF
Year $500 §700 $900 $1100  $1300 $1500 $1700
Appropriations
1937 232 325 418 511 604 697 790
1940 365 511 657 803 949 1095 1241
1945 519 727 935 1142 1350 1558 1765
1950 814 1140 1465 1791 2117 2442 2768
1960 885 1239 1593 1947 2301 2655 3009
1970 956 1338 1720 2103 2485 2867 3249
1980 991 1388 1784 2180 2577 2973 3370
Benefit Payments
1937 3 4 5 8 7 8 9
1940 22 31 40 48 57 66 75
1945 149 174 196 218 240 262 284
1950 374 430 485 538 592 647 700
1960 912 1076 1239 1430 1564 1727 1891
1970 1437 1743 2048 2355 2660 2934 2173
1980 2094 2593 3092 3576 3954 4284 4593
Balance in Reserve
1937 229 321 413 505 597 689 781
1940 1063 1486 1911 2337 2762 3188 3610
1945 3214 4579 B96R 7343 8723 10106 11484
1950 6025 8903 11818 14732 17642 20552 22461
1960 10398 16934 23529 30066 36712 43299 49883
1970 10895 21195 31886 41625 52337 62782 73432
1980 5646 19385 33241 46641 61468 76568 92276

2/ The present estimate of the progress of the Old-Age
Reserve Account as shown in Table 11 is based on an
$1100 level average wage.



for the year 1980 is from 132 billion dollars down to =22 billion dol-
lars. It should be mentioned that under the assumptions mede a re-
gserve in 1980 of less than 47 billion dollars would continue to de-
crease after 1980, while one greater than that flgure would continue
to increase indefinitely.

Preliminary studies made by the Social Security Board in re-
gard to coverage, wage rates. "in and out" movement, future mortali-
ty., etc., confirm the belief of those who were responsible for the
estimates of the Committee on Economic Security that many of their
assumptions, as set forth in the cost estimates of this section,
should undergo constant reexamination. Estimates based on more thor-
ough analyses, especially using the data shortly to be available from
the Baltimore records, will possess greater accuracy as to lnitiasl
coverage. They will furnish little additional indication of the sub~-
sequent cost trends, which will not be subject to adequate appraisal
for years to come.

In conclusion, the warning should sgain be given that although
all the discussion on the detailed figures in Tables 11-14 has been
of a specific nature, these figures should not be considered to be ex-
tremely accurate desplite thelr apparent precision. All these tables
should thus be considered in the light of the assumptions made, and
more credence may be given to them if they are considered relative to
one another rather than absolutely. They are rather in the nature of

fighat might be if" then what is really anticipated.
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F. Lunmp Sum Claimg, 1937-38

In the previous section there have been presented estimates
of benefit paymente in various future yeare up to 1980. It is the
purpose of this section to consider in more detall the benefit pay-
ments to be made in the early years of the system.

As has been pointed out previously, no monthly benefits will
become payable prior to 1942. However, payments are being made in
respect to covered individuals reaching sge 65 and to those dying
subsequent to December 31, 1936. In making estimates of the number
of individuals becoming eligible for claims, it is necessary to know
the age distribution of the covered group and then to apply death
and survival rates to this distribution. The estimated ecoverage in
each year was shown previously in Table 12. An age distribution was
cstimated from data in the 1930 census, and death rates according te
the U, S. White Males and White Females Mortality Tables for 1920=-29
were applied in order to get the annual number of claims, as shown
in Taeble 12. It should be emphasized that the number of estimated
eligibilities applies to the total number of decaths and attainments
of age 65 during the year on the essumptions determined, rather than
the number of claims filed during the year or those filed in that
year and later years in respect to the given year. Thus, many claims

arising in a given year would not be filed until a number of years
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later, while others might never be filed due to the small amount of
money involved or the lack of knowledge as to the benefits awailable.

Table 20 presents the estimated eligibilities under Title II
by monthe for the calendar ysars 1337 and 1938. The breakdown by
months was obtained from the annual figuree by tsking account of the
different numbers of days in ths months and the gradual upward secu~
lar trend (see Table 12). In addition, for deaths the difference in
mortality rates between months was taken into account. Thus, the
winter months have an sppreciably higher death rate than the summer
months: January, the highest month, having a death rate about one-
third greater than taat of September, the lowest month. In esach year
February is, of course, the lowest month in regard to life eligibili-
ties because of the shorter number of days. However, for deaths the
high mortality rate in February more than offsets the shorter number
of days, with September having the smallest number. The total eligi-
bilities for 1937 vary from a low of 24,300 for September to a high
of 29,200 for January. |

In order to test the accuracy of these estimates it would be
necessary to have a record of the claims that have been filed accord-
ing to the month in which they became eligible. Although the data
is avallable, nothing has been published as yet and, in fact, it is
desirable to walt until more of the claims have come in =0 as to have

& more complete record of the past. However, there is available the



Table 20

ESTIMATED ELfGIBILITIESQI UNDER TITLE II, 1937-38

.Calendar Yeer 1937 —Calendar Year 1938

Month Desth Age 65 Total Death Age 65 Total

January 19,200 10,000 29,200 19,600 11,000 30,600
February 16,800 9,100 25,900 17,000 10,100 27,100
March 17,800 ‘10,100 27,900 18,100 11,200 29,300
April 16,500 9,900 26,400 16,700 10,900 27,600
May 16,100 10,300 26,400 16,400 11,400 27,800
June 14,900 10,100 25,000 15,100 11,100 26,200
July 14,800 10,500 25,300 15,000 11,600 26,600
August 14,400 10,600 25,000 14,600 11,700 26,300
September 13,900 10,400 24,300 14,100 11,400 25,500
October 14,700 10,700 25,400 165,000 11,900 26,900
November 15,100 10,500 26,600 15,400 11,600 27,000
December 17,100 10,800 27,900 17,400 12,100 29,500
Total 191,300 123,000 314,300 194,400 136,000 330,400

g2/ Death claims are those arising under Section 203, payable to those
dying prior to age 65. Life claims are those arising under Section
204, peyable to those attaining age 65 who are not eligible for
monthly benefits.

m: These estimates indicate the number of elaims arising in the
"glven month, which could be filed rather than the claims actually
filed in the month, or the claims filed in that month and mblequont
months which are in respect to that month.



number of claims recelived each month. From these some indication may
be obtained as to the accuracy of the estimates, although the data is
not strictly comparable due to the lag in filing claims and the num=-
ber of claims that may never be filed.

Table 21 presents the estimated eligibilities for 1937-38, shown
in Table 20, as compared to the actual claims received each month. It
might be noted that by claims received there ie meant those received
and recorded by the Social Security Board in Washington, and thus does
not include claims 8411l in the Field Offices or in transit, or claims
which had been received but not yet recorded. It is believed that the
claims "received" as shown in Teble 21 are understatements for October
and possibly for November, eand are overstatements for December because
of administrative readjustments in the processing of claims. These
read justments resulted in an accumulated "backlog® of claims which was
subsequently eliminated. Assuming a lag of ten days between the fil-
ing in the Field Office and the receipt in Washington would indicate
that thgre were approximately 7000 additional claims that had been
filed during 1937 (based on the claims receipt rate in December).

‘As compared to estimated eligibilities of 314,300 for 1937,
thére had been "received"” only about 70,000 claims or 22% of the elig-
1bilities. If the estimated 7000 additional claims are counted, this
figure would be 243%. However, if the month by month picture is

congsidered, the true situation can more clearly be seen. Thus, in



Table 21

COMPARISON OF ACTUAL CLAIMS RECEIVEDQI AND ESTIMATED ELIGIBILITIESE/
- UNDER TITLE II, 1937-38

Death Claims Iife Claims Total Claims
Month Actual PEstimated Ratio Actual ZEstimated Ratic Actusl ZEstimated Totel
Calendar Year 1937

- January 0 19,200 * 0 10,000 * 0 29,200 *
February 32 16,800 * 21 9,100 * 63 25,900 *
March 252 17,800 1% 262 10,100 3% 514 27,900 2%
April 639 16,500 4 869 9,900 9 1,608 26,400 6
May 1,418 16,100 9 1,703 10,300 17 3.121 26,400 12
June 2,347 14,900 16 2,312 10,100 23 4,689 25,000 19
July 2,561 14,800 7 2,104 10,500 20 4,665 25,300 18
Avgust 3.537 14,400 25 2,672 10,600 25 6,209 25,000 25
September 3,531 13,900 25 3,092 10,400 30 6,623 24.300 27
October 4,325 14,700 29 3,935 10,700 37 8,260 25,400 233
November 6,202 15,100 4 7,264 10,500 69 13,466 25,600 53
December 10,454 17.100 61 10,229 10,800 95 20,683 27.900 74
Total 35,298 191,300 18 34,473 123,000 28 69,771 314,300 22

Calendar Year 1938

Janusry 11,016 19,600 56 8,403 11,000 76 19,419 30,600 63
February 10,464 17,000 62 7,750 10,100 ™ 18,214 27,100 67
March 12,102 18,100 67 8,786 11,200 78 20,888 29,300 n

*  Less than 0.6%.

.2/ This includes all claims received by the Social Security Bosrd in Washington rather
than claims vertified for payment. Claims which were filed in the Field Offices,
but which had not yet reached Washington, are not included. Claims disallowed dure
ing 1937 represented espproximately 3% of total claims certified: however, many of
these claims which were disallowed may be allowed subsequently.

2/ Death claims are those arising under Section 203, paysble to those dying prior to
age 65. Life claims are those arising under Section 204, payable to those attain-
ing age 65 who are not eligible for monthly benefits.

Note: These estimates indicate the number of claims arising in the given month, which
could be filed, rather than the claims actually filed in the month or the cleims
filed in that month and subsequent months which are in respect to that month.



Januery no claims were Yreceived", while in February only 63 were
"received". The number "received" grew rapidly month by month until
by December over 20,000 had been "received®. In other worde, of the
total claime "received" in 1937, almost one-third were "received"
during the last month and about one-half during the last two months.
The ratio of actual claims to estimated eligibilities increased stead-
ily during 1937 from 2% in March to 74% in December. |

As compared to about 70,000 claims ®received" in 1937 there
have azlready been received almost 60,000 claims during the first
three months of 1838. Glgims are now being Yreceived" at the rate
of 20,000 per month or about 800 per working dasy. The ratio of
actual claims to estimated eligibilities showed a decrease from 74%
in December 1937 to 63% in Januery 1838: this was probably due to
the artificial overstatement of claims in December as mentioned prev-
iously. This ratio continued to increase in 1938, rising from 63%
in January to 67% in Februsry and 71% in March. Although the actual
number of claims ¥raceived! showed a slight decrease for February as
compared to January, this drop was more than compensated by the small-
er number of days in Februery, resulting in apprecisbly less estimated
eligibilities.

Considering the death claims, it can be seen that a totasl of
more than 35,000 were "received" during 1937, while slightly less

then this number of life claims were "received". Throughout the



various months of 1937 the number of death and life claims ran at
about the same rate, in some'months more death claims being '"re-
ceived" and in other months more life claims. However, the esti-
mated death eligibilities were about 50% greater than the estimated
1life eligibilities, so that the ;atio of actual to estimated is much
higher for the life claims then for the death claims. Thus, for the
life claims the ratio has increased from 3% in March to almost 100%
in December, while for death claims the range has only been from 1%
to about 60%. For the entire year 1937 the actual 1life claims "re-
ceived"' are about 28% of the estimated, while for the death claims
the corresponding figure is 18%. The estimate as to the number of
persons attaining sge 65 probably has a wider range of error than
that for the expected deaths.,

During the first three months of 1938 almost 34,000 death
claims were "received" as compared to about 25,000 life claims.
There has thus been a reversal of the trend shown during 1937 when
about the same number of life and death claims were "received" (ap—
proximately 35,000 of each). However, relative to estimated eligi~
bilities the life claims are being "received" at a somewhat faster
rate, the ratio being about 77% for 1ife claims as compared to
56=67% for death claims. It is interesting to note in this respect
that the ratio for‘death claims has been steadily increasing, while
that for life claims has tended to level off.

Therefore, if only the total figure for 1937 1= consldered
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rather than the month to month trend, it would appear as though the
eetimates were decidedly high. However, when the trend is considered,
1t can be seen that the great deficiency of claims is due prinvcipally
to the lag, although in the case of the death claims the estimates
appear to be overstatements. This overstatement of death claims may
extend throughout the entire period for which estimates are made.

The apparent deficiency in death claime is probably due to both the
lower mortality belng experienced now than in the period covered by
the life table (1920~29) upon which the mortality retes were based
and a2lso to the relative difficulty in filing death claims. In re-
gerd to the latter point there are not only greater difficulties in
obtaining the required evidence, but also there is the fact that the
dependents of a covered individual are not as much aware of the bene-
fite (or the taxes pald) as ig the man himself in the case of life
cleims. In this connection it may be noted that 3.5% of the death
claims "received" during 1937 were disallowed, wherees only .7% of
the 1ife claims were disallowed, indicating the greater difficulty
of filing desth claims. It might further be pointed out that life
claims "recelved" are understated slightly and death clesims corres-
vondingly overstated due to the practice of classifying claims in re-
spect to individuals who died after age 65 but before receiving a lump
sum benefit as death claims rather than 1life claims.

The purpose of this section and the previous one has been to



present the estimates of the Committee on Economic Security and sub-
sequent ones made on the same general assumptions. However, a study
has been made in regard to ithe prospective number of eligibilities
based on date not availeble when the Commlittee made its estimates.
This data consists of mortality rates as shown in the U. S. Life
Tables for 1933 and an sge., sex, and race distribution of a sample
of individusls applying for Socilal Security account numbers. Since
the sample gave data for age, sex, and race, tabular mortality rates
were applied for whites and negroes and males and females separately.
Based on the estimated 1937 coverage of 26,337,000 (see Assumption 1,
page 27), new figures for the number of estimated eligibilities were

obtained. A comperison of these and the estimates of the Committee

on Economic Security, as used throughout this report, is given below:

COES New
Estimates Estimates Difference Ratlo
Death Eligibilities 191,300 174,800 16,500 91.4%
Life Eligibilities 123,000 103,300 19,700 84.0
Total Eligibilities 314,300 278,100 36,200 88.5

From this 1t can be seen that the original estimates are appre-
ciably higher than the revised estimetes, both as to the number of
death eligibilities and life eligibilities. The new estimates repre-
sent a 10% reduction in the estimeted number of death eligibilities

and a 15% reduction in the number of 1life eligibilities. The death
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eligivilities seem to be reduced because of the lower death rates now
prevailing and also because of the slightly younger age distribution.
The 1ife eligibilities sre reduced beca.usq of the smaller number of
individuals in the covered group who are estimated to be age 64-E5.
Part of the excess of estimated eligibllitlies over actual claims re-
ceived, as shown in Table 21, 1s due to the possible overestimation
indicated by this recent study. If the actual 1937 coverage were
higher than the original estimate, then the new estimates would be
proportionastely increased. perhaps to the level of the earller esti-
mates.

In Teble 13 of the previous section 1t was shown that the es~
timated average size of the lump sum payments to be made during the
calendar year 1937 was $19 for both the death and life claims. For
the calendar year 1938 the estimated averagze siwe is $55 for the
death claims and $68 for the 1life claims. The average death claim
for 1938 is estimated tc be slighily lower than the average life claim
because of the entrance of some additional younger workers in 1938
who would have only one year of credited wages and thus a lower death
benefit. On the other hand, it is assumed that the older :lndividuais
who will receive life claims will have continuous employment from 1937
to thelr sixty-fifth birthday. The estimated average payment is based
on an $1100 wage and coverage of % year for 1937 claims and 1} years

for 1938 claims, since the individuals will, on the average, die or
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attain age 65 in the middie of the year.

Particular importence is attached to the distridution of these
estimated claims by eize, since this will give some indication of
clains that may not be filed because of the small amount involved.
Table 22 presents a breakdown by size for the claims of the estimated
eligibilities in the fiscal end calendar years 1937 and 1938, TFor
the fiscal yéar 1937 the average period of coverage for those becoming
eligible for claime is 1 year. while for the fiscal year 1938 it is
1 year. There is also set down the distribution by size of clalmse
certified during the fiscal end calendar years 1937. It should be
remembered that these two sets of distributions are not comparsble
since that for the estimated eligiblities aspplies to the deaths and
attainments of age 65 in the given period, whereas that for the claims
certified applies to those claims filed and adjudicated during the
period regardless of the period in which they arose. Subsequently,
 data may be available to make the correct comparison. The distri-
bution for claims certified during & given period tends to under-
state the size of the claims because of the lag involved, while on
the other hand, there 1s an overstatement due to the fact that many
of the smaller claims will not be filed. Thus, salthough these die-
tributions are not directly comparable, it was thought that there
would be mome benefit derived by placing them side by side.

For the fiscal year 1937 (i.e., the first six months of the
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attein age 65 in the middle of the year.

Particular importance is attached to the distribution of these
estimated claims by size, since this will give some indication of
claims that may not be filed because of the small smount involved.
Table 22 presents a breakdown by size for the claims of the estimated
eligibilities in the fiscal and calendar years 1937 and 1938. TFor
the fiscal year 1937 the average period of coverage for those becoming
eligible for ecleims ie % year, while for the fiscal year 1938 it is
1 year. There is &lso set down the distribution by size of claims
certified during the fiscal and calendar years 1937. It should be
remembered that these two sete of distributions are not comparsble
since that for the estimated eligiblities applies to the deaths and
attalnments of age 65 in the given period, whereas that for the clainms
certified applies to those claims filed and adjudicated during the
period regardless of the period in which they arose. Subsequently,
data may be avallable to make the correct comparison. The distri-
bution for claims certified during a given period tends to under-
state the size of the claims because of the lag involved, while on
the other hand, there ls an overstatement dus to the fact that many
of the smaller claims will not be filed. Thus, although these die-
tributions are not directly comparablé. it wes thought that there
would be some benefit derived by placing them side by side.

For the fiscal year 19237 (i.e., the first six months of the



Table 22

BREAKDOWN BY SIZE FOR CLAIMS GER'.I'IPIE]&/ AND SJSTIMA‘I'ED ELIGIBILITIES—/

UNDER TITLE II, 1937~

For Claims Certified During For Estimated Eligibilities In

Fiscal Calendar Fiseal Calendsr Fisgcal Calendar

8ize of Year Year Year Year Yoar Year
Claim 1937 1937 1937 1937 1938 1938

Under $10 53.4% 28.5% 584 23% 10% -
$10-19 30.0 25.8 38 35 13 8
20-29 8.8 18.1 6 24 16 9
30-39 2.9 - 11.3 » 11 19 10
‘40-49 1.6 6.4 . 5 16 12
50-74 1.7 . 6.1 * 2 - 18 28
75-99 1.0 1.8 * * 7 13

Over $160 N 2.0 * . 2 13
Total 100.0 100.0 100 100 100 100

Average Size  $13.50 $24.00 $9.63  $19.26 $38.50 $67.75
*  Negligible.

Of the 69,771 clsims received by the Secial Security Board during the
calendar year 1937, 53,237, or 76§, were certified to the Treasury dur-
ing that year for payment. 4.419 claims were certified during the first
six months of 1937 (fiscal year 1937). There are included increases in
size due to supplemental awards im latér months.

Includes both death and life claims. These estimates indicate the num-
ber of claims arising in the given month which could be filed rather
than the claims actually filed in the montk, or the claims filed in
that month and subsequent months which are in respect to that month.

The fiscal year 1937 runs from July 1, 1936, to June 30, 1937 (no claims
could arise prior to January 1, 1937): the fiscal year 1938 runs from
July 1, 1937, to June 30, 1938,



calendar year 1937) it is estimated that 58% of the eligibilities
would be eligible for a claim of under $10. However, for the calen-
dar year 1937 it is estiméted that only 23% of the eligible claims
would be under $10 in sise, while for the calendar year 1938 this
figure would be 1e§s than 104. The average size of the estimated
payment for the eligibilities increases from about $10 for the fis-
cal year 1937 to almost $60 for the calendar year 1938, at which
time over 50% of the eligibilities would be for more than $50, while
13% would be for more than $100. |

It should be noted that in these estimates all indiviéuals
earning $3000 or more per year are assumed to earn exactly $3000.
It was necessary to meikte this assumption since no detailed data was
avallable for higher ranges of salary, although there was fairly ade-
guate data for the lower groups. This introduces two errors in the
resﬁlting estimates. First, no account is taken of individuale who
are credited with more than $3000 per year. Second. no account is
taken of the fact that for high-paild individuals the death benefit
accrues during the given calendar year until $3000 of credited wages
has been received from each employer (cf. page 9). These two errors
tend to produce an understatement at the upper end of the distribu-
tion.

If the distribution for claims certified during the fiscal

year 1937 is compared to that for the estimated eligibilities in the
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same period, it can be seen that there 1s a fairly close correspond-
ence. However, as would be expected, the distribution for the esti-
mated eligibilities is higher for the smaller claims and lower for
the larger claims. In regard to the latter point, it is interesting
to note that about 8% of the claims certified during the fiscal year
1937 were over $30, whereas for the estimated eligibilities only a
nezligible proportion f£sll in this class., The chief explanation for
this is that for the hlgher-paid individuals the death benefit accrues
with wages earned until a total of $3000 durinmg the year has been
reached. This latter factor also tends to explain the excess of the
average size of claime certified ($13.50) over the estimated average
size ($9.63).

When the distribution of claims certified during the calendar
year 1937 is compared to that for the estimated eligibilities, it may
be ssen that there is a fairly close correspondence. Just as in the
case of the distribution for the fiscal year 1937 the distribution for
the estimated eligiblities shows less large claims than there actu-
ally were. Thus, asbout 10% of the claims certified during the cal-
endar year 1937 were over $50 as compared to only 2% in this class
for the estimated eligibilities. As was also the case for the fiscal
yeoar 1937 the average size of claims certified ($24.00) was greater
than the estimated average size ($19.25). This is due possibly to

there being less tendency to file for the smaller claims. It is
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interesting to note that for the claims certified during the first
six months of 1937 only about 50% were greater than $10, while for
those certified during the entire year 1937 more than 70% were great-
er than $10. The actual data thus tends to show that the trend with
the duration of time will be towards having relatively more claims

of higher amounts and less in the emaller clesses.



