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The purpose of this report is to present summary cost estimates
for Plan AC~13 as compared with those for the present Title II. Data
is presented only for benefit payments in terms of dollars rather than
also showing the number of individuals concerned. The calculations are
msde on "full-time individusls® (with some allowance for "in and out
movement®) so that any display of numbers of pei'sons would be mislead-
ing since it would not adequately portray the number of different indi-
vidual psople who were actually receiving benefits.

The calculations have followed, insofar as pomsible, all the
agsumptions adopted by the Committee on Economic Security in its cost
estimetes for the present Title II. However, in such a plan as AC-13
many additional assumptions have to be made in order to determine the
costs for survivorship benefits (widows and dependent children), allow-
ances for wives and invaelidity benefits. All of the assumptions made
have seemed quite reesoncble and consistent, dbut it is obvious that
there are great uncertainties in estimating marital and dependency con-
ditione in the far~distant future as well as in estimating the propor-
tion of women who will be or will have been gainfully occupied. Prev-
fous estimates are probably of a higher degree of reliability since they
involve less empirical factors. Thus, to an even greater degree than
heretofore, the estimates of the progress of reserve from 1937 to 1980
should be taken only as yardsticks by means of which comparisons are
possitle, rether than as representing eithervthe final truth or even

the beet o~timates of probable resultes.



Table 1

BENEFIT PAYMENTS UNDER PLAN AC-13 ACCORDING TO TYPE QF BENEFIT,
ESTIMATES BASED ON ORIGINAL ASSUMPTION

Wives of

Calendar Old-Age 0ld-Age Widows Orphans

_Year  Annuitentsh/ Apnuitants WWMW High Cogtk/

Benefit Peyments (in millions of dollars) -

1940 181 24 1 18 22 32 53
1545 317 39 32 146 54 176 298
1950 543 63 100 221 74 264 468
1960 1,138 104 319 - 264 104 372 673
1970 1,725 126 524 250 130 440 786
1980 2,457 100 605 244 165 472 841
1937-80 - 48,142 3.78 12,837 8,947 4,123 13,800 24,689
Benefits as Percentage of Payroll
1940 .61% .08% - .05% 07% 11% .18%
1945 1.05 13 11% .48 .18 .58 .99
1950 1.71 .20 «31 .69 23 «83 1.47
1960 3.25 .30 .91 .73 +30 1.06 1.92
1970 4.54 «33 1.38 .66 .34 1.16 2.07
1980 6.20 +25 1.53 .62 .39 1.19. 2.12
Levell/ 3.66 .22 .91 .56 .28 .91 1.62
a/ Originsl assumptions made by the Committee on Economic Security.
b/ Including only benefits based on actual earned wages. Excluding any widows' benefits which

E B &k kiR

are based on husbands! coverage. For invalidity annuitants sttaining 65 only annuity pay-
ments Based on actusl wage credits are included in this column, any excess being included

in invalidity sannuitants disbursements.

Payments to widows over age 65, based on wage credits inherited from husband.

Including allowance for mother.

Benefit of 3%% of total wages, maximum of $300, for widows under 65 who have no dependent
children or to be paid for last iliness expenses where no widow or children are present.
Includingz allowances for wives and dependent children, but excluding benefits for widows and
orphans of invalidity annuitants and also excluding all benefits after the invalidity annui-
tants have attained age 65 which they would be entitled to at that time as old-age annulitants.

The distinction between low and hifh cost estimates ariees from varied credence given to the
factors entering into the cost estimates = based on an analysis of German and British socisl

insurance and American disability experiments.
Level percent required to "support the benefits into perpetulty®.



Table 2

TOTAL BENEFIT PAYMENTS UNDER PLAN AC-13 AS COMPARED TO THOSE UNDER PRESENT TITLE II
ACCORDING TO TWO ESTIMATE

Tota] Bepefit Paymentsd/ _Benefits as % of Pavyroll Increase in Costd/for /

Calendar  Present AO-13,Invaliditye/  Present AC-13,Iavalidity®/  AC-13.with Invelidity?

—JYear =~ Title II Iow = High = Iitle]I Iey = Hazb kox = High

Estimate Based on Original Assumptions

1940 48 276 297 17% .92% .99% e/ e/
1945 218 764 886 .73 2.53 2.94 247%% 303%
1950 538 1,265 1,469 1.71 3.97 4.61 132 170
1960 1,430 2,291 2,592 4.18 6.55 7.41 57 77
1970 2,356 3,195 3,540 6.38 8.41 9.32 32 46
1980 3,676 4,033 4,402 9,35  10.18 11.11 9 19
193780 62,289 91,567 102,356 5.06f/ .54/ 7.2t/ 2 43
Estimate Based on Revised Assumptions
1940 48 276 297 Bk, ] .92% «99% af s/
1945 218 764 886 .13 2.53 2.94 247% 303%
1950 538 1,297 1,506 1.71 4,06 4.7 137 176
1960 1,502 32.520 2,851 4.39 7.06 7.97 61 82
1970 2,708 3,834 4,248 7.34 9.69 10.74 32 48
1980 4,470 5,243 5,723 11.69  12.67 13.83 8 18
1937-80 70.972 106,660 119,069 6.0t/ 7.76f/  8.s58L/ 28 42

8/ First estimate 1s based on original assumptions of the Committse on Economic Security. Second
estimate aszsumes that certain increasing arbitrary percentages are applied to total benefit
payments (30% increase by 1980) and to payroll (5% increase by 1980) so as to allow for possible
cost understatements in regard to mortality, “in and out movement", average wage, and average
retirement age.

R Bk

In millions of dollars.
The distinction between low and high cost estimates arises from varied credence given to the
factors entering into the cost estimates -« based on an analysis of German and British soclal
insurance and American disability experiments.
Relative increase in cost as percentage of payroll for Plan AC-13 as compared to that for pres-
ent Title II.
Figures for present Title II and Plan AC-13 are not comparable for 1940 since annuity payments
Begin in 1940 for AC~13 and not until 1942 for Title II.

Level percent recuirsd to Ysannort tha henafita intn narnatnitwh.



Table 3

RESERVES AND FEDERAL SUBSIDIES UNDER PLAN AO=13 AS COMPARED TO THOSE UNDER PRESENT TITLE IT
ACCORDING TO TWO RSTIMATESS/

(A1l figures in millions of dollars)

gtimate Base 0 As ion Estimate Base n vis 8 SN ng
Calendar Present AC=13, with Invalidity Cost Present AC-13, with Invalidity Cost
—JYear Iitle I low High Title II lox High
Balance in Reservs

1940 2,337 2,209 2.188 2,337 2,209 : 2,188 -

1950 14,732 8,449 6,975 14,732 8,386 6,897

1370 41,625 12,500 8,400 38,3834 11,8500 8,000

1980 46,841 12,500 8,400 39,000 11,500 8,000

Federal Subsidyl/

1955 ——— ———— ——— —o—— —— ——

1960 ——— ———— 3456 —— ——— 573

1870 cw— 655 1,123 ———— 1,235 1,754

1980 —— 1,399 1,891 2.173 2,540 3,125

Federal Subsidy as Percent of Payroll

1960 —— ——— .99% —— —— 1.60%
1970 — 1.72% 2.96 ——— 3.12% 4.43
1980 —— 3.53 4.77 5.668% 6.14 7.58
Levels/ —— 1.48 2.19 .97 2.68 3.51

a/ First estimate is based on original esssumptions of the Committee on Eoonomic Security.
Second estimate assumes that certain increasing arbitrary percentages are applied to total
benefit payments (30% increase by 1980) and to payroll (5% increase by 1980) so as to ale
low for possible cost understatements in regard to mortality, "in and out movement", aver-
age wage, and average retirement age.

b/ A Tederal subsldy is introduced when the reserve begins to decline from its maximum point
(for practicsl purposes it is allowed to decline to the nearest round number).

e/ Le;ei. dfercent of payroll from 1937 into perpstuity which is equivalent to the Federal
subs as.



