Old-Age and Survivors Insurance: Financing
Basts and Policy Under 1956 Amendments

In the 1956 amendments to the Social Security Act, Congress
continued its policy of making the old-age and survivors insur-

ance program self-supporting.

The amendments included

provisions increasing the cost of the program, but the greater
cost—except for the new disability insurance benefits—is roughly
offset by cost-reduction factors. To finance the disability bene-
fits, the tax rate was increased and a separaie trust fund estab-

lished.

The effects of the 1956 legislation are included in the

consideration of program financing that follows.

believed that the old-age and

survivors insurance program
should be actuarially sound, and it
has therefore carefully studied the
cost aspects of any new benefit pro-
visions when amendments to the law
are being considered. At the time of
the 1950 amendments, Congress ex-
pressed its belief that the program
should be completely self-supporting
from contributions of covered indi-
viduals and employvers; accordingly,
it repealed the provision permitting
appropriations to the program from
the general revenues of the Treasury.
In the amendments of 1952 and 1954,
and again in the Social Security
Amendments of 1§56, Congress con-
tinued to indicate its conviction that
the tax schedule in the law should
make the program as neatly self-
supporting as can be foreseen or, in
other words, actuarially sound.

The concept of actuarial soundness
as it applies to old-age and survivors
insurance differs considerably from
its application to private insurance,
although there are certain points of
similarity—especially among the pri-
vate pension plans.

The most Iimportant difference
stems from the fact that a social
insurance system can be assumed to
be perpetusl in nature, with a con-
tinuous flow of new entrants as a
result of its compulsory character.

C ONGRESS has always strongly

* Chief Aectuary, Social Security Adminis-
tration.

1For a summary of the amendments af-
fecting the old-age and survivors insurance
programn see pages 3-15.
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Accordingly, it may be said that the
old-age and survivors insurance pro-
gram is actuarially sound if it is in
actuarial balance because future in-
come from contributions and interest
earnings on the accumulated trust
fund will, in the long run, support
the disbursements for benefits and
administrative expenses. Obviously,
future experience may be expected to
vary from the actuarial cost estimates

made now, but the intent that the

program be self-supporting, or ac-
tuarially sound, can be expressed in
the law by using a contribution

‘schedule that, according to an inter-

mediate-cost estimate, results in the
system being in balance, or in ap-
proximate balance.

‘The Social Security Amendments
of 1956 showed again the conviction
of Congress that the program should
be kept on an actuartally sound basis.
‘To finance the disability benefits pro-
vided by the 1956 law, the contribu-
tion rate was increased and a trust
fund separate from that for old~age
and survivors insurance benefits was
established. The amendments affect-
ing the eligibility age for women and
providing for payments of benefits to
adult, disabled children raised the
cost of the old-age and survivors in-
surance benehts, but this increase
was roughly offset by factors reducing
the cost—extension of coverage, the
change in the Interest basis of the
trust fund, and higher earnings
levels.

The program’s actuarial balance
under the 1952 act was estimated, at
the time the legislation was adopted,

by Roeert J. MyERs*

to be virtuaily the same as in the
estitnates made at the time of the
1950 amendments; the reason was
that the rise In earnings levels in the
3 years preceding the enactment of
the 1852 law had been taken into
consideration in the 1852 estimates,
New cost estimates made after the
enactment of the 1852 law indicated
that the level-premium cost (that is,
the average long-range cost, based on
discounting at interest, in relation to
payroll) of the benefit disbursements
and administrative expenses was
somewhat more than one-half of 1
percent of payroll higher than the
level-premium equivalent of the
scheduled taxes (including allowance
for interest on the existing trust
fund).

The 1954 amendments as passed by
the House of Representatives con-
tained an adjusted contribution
schredule that not only met the in-
creased cost of the benefit changes.
in the bill but also reduced the lack
of actuarial balance to the point
where, for all practical purposes, it
was sufficiently provided for. - The
Senate, however, added several liber-
alized henefit provisions without any
offsetting increase in eontribution in-

_ come. Accordingly, although the bill

met the increased cost of the new
benefit provisions, it left the “ac-
tuarial insufficlency” of the 1952 act
substantially unchanged. The henefit
costs for the 1954 amendments as
finally enacted fell between-those of
the House-approved and Senate-ap-
proved bills. Thus, it may bhe sald
that under the 1954 act the increase
in the contribution schedule met all
the additional cost of the benefit
changes made and also at the same
time reduced substantially the “ac-
tuarial insufficiency” that the esti-
mates had indicated in the finaneing
of the 1952 act.

Recent operating experience of the
program has indicated that earnings
levels have risen by abotit 15 percent
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from those used in the previous ac-
tuarial estimates, which were based
on 1951-52 levels. With this factor
taken into account, the “actuarial
insufficiency” under the 1954 act was
reduced to the point where, for all
practical purposes, it may be said to
have been nonexistent. Accordingly,
the system was in approximate ac-
tuarial balance. It is recognized that
future cost estimates, particularly if
earnings continue to rise, may indi-
cate that a schedule of lower contri-
bution rates would provide for a self-
supporting program. Despite this
possibility, the House Ways and
Means Committee stated in its report
on the 1356 amendments that the
policy should be one of utmost pru-
dence to assure the program’s con-
tinuing actuarial soundness,
Estimates of the future cost of the
Jld-age and survivors insurance pro-
gram (including the cost of the new
disability insurance henefits) are
affected by many factors that are
jifficult to determine. The assump-
tions used in the actuarial cost esti-
mates may therefore differ widely and
vet be reasonable, Benefit payments

T'able 1.—Estimated progress of old-
age and survivors insurance trust
Jund wunder 1956 amendments,
based on high-employment as-
sumptions

{In millions)
Con- [Benetit | min:
on- ene! minis-
Year | tribu- | pay- |trative ta{'gét‘galﬁ‘fnog

ments ex-
penses

tions

Low-cost estimate

$140 3676 | $27,333
157 | 1,227 | 49,504
186 368 | 94,0667
215 [ 3,508 | 138,818
232 | 4,850 | 192, 242
287 1 9,372 | 360,722
High-cost estimate

98,976 | £8, 580 $177 $610 | 8§24, 524
14,241 | 13,418 206 728 | 29,020
18,138 [ 18,017 248 | 1,109 | 43,602
19,027 | 21,078 285 952 | 35,942
20,209 | 23 906 308 13¢ | 3,346

21,013 | 31, 480 a7t | @

§ At 2.6-parcent rate.
1 Fund exhausted in 2001,

nay be expected to increase continu-
yusly for at least the next 50-70 years
secause of such factors as the aging
) the population and_the slow but

Bulletin, September 1956

steady growth of the benefit rolls
that is inherent in any retirement
program, public or private, that has
been in operation for only a rela-
tively short period.

The cost estimates are shown first
within a range, to indicate the pos-
sible variation in future costs de-
pending on the actual trend develop-
ing for the various cost factors. Both
the low- and high-cost estimates are
based on high economic assumptions,
intended to represent nearly full em-
pleyment, with average annhual earn-
ings at about the level prevailing in
1955. Intermediate estimates devel-
oped by averaging the low- and high-
cost estimates are then shown to
indicate the basis for the financing
provisions.

In general, the costs are shown as
a percentage of covered payroll. This
is the best measure of the financial
cost of the program. Dollar figures
taken alone are misleading. A higher
earnings level, for example, will in-
crease not only the outgo but also,
and to a greater extent, the income
of the program. As a result, the cost
in relation to payroll will decrease.
The low- and high-cost assumptions
therefore relate to the cost as a per-
centage of payroll in the aggregate
and not to the dollar costs. The two
cost assumptions are based on pos-
sible variations in fertility rates,
mortality rates, retirement rates, re-
marriage rates, labor-market with-
drawal rates, and so forth.

An important measure of long-
range cost is the level-premium con-
tribution rate required to support the
system in perpetuity, based on dis-
counting at interest. It is assumed
here that benefit payments and tax-
able payrolls remain level after the
year 2050. (Actually, the relation-
ship between benefits and payroll is
virtually constant after about 2020.)
If a level rate under such an assump-
tion were adopted, relatively large
accumulations in the old-age and
survivors insurance trust fund would
result, and in consequence there
would eventually be a sizable income
from interest. Even though this
method of financing is not followed,
the concept may nevertheless he used
as a convenient measure of long-
range costs. This cost concept has a
special value in comparing possible

alternative plans and provisions,
since it takes into account the heavy
deferred load.

The cost estimates have not taken
into account the possibility of a rise
in earnings levels, although such a
rise has characterized the history of
this country. If this assumption were

Table 2.—Estimated progress of dis-
ability insurance trust fund under
1956 amendments, based on high-
employment assumptions

[1n milljous]
Con- |Benett | miuis
0n- enef minis-
In- |Balance
Year | tribu- | pay- |trative
tions | ments | ex- |terest?in fund
penses
Low-cost estimata
73 $l4 $8 $645
239 18 25 1,315
306 21 42 1, 940
375 25 57 2,515
483 18 133 5,468
572 23 213 | 8633
044 *% 12,119
High-cost estimate
$160 $30 $7 $535
520 40 18 887
657 15 26 1,112
796 52 30 1,202
989 39 33 1,278
1,136 46 22 804
1,255 50 ® (]

LAt 2.6-percent rate,
¥ Fund exhausted in 1975,

used in the cost estimates, along with
the unlikely assumption that there
would be no accompanying change in
benefits, the cost in relation to pay-
roll would, of course, be lower. If
benefits were to be adjusted to keep
pace with rising earnings trends, the
year-by-year costs as a percentage
of payrolt would be unaffected. The
level-premium cost, however, would
be higher, especially’ for the old-age
and survivors insurance benefits,
since under such circumstances the
relative importance of the interest
receipts of the trust funds would
gradually diminish. If earnings do
rise consistently, the financing basis
of the program will need thorough
consideration because then the in-
terest receipts of the trust funds will
meet & smaller proportion of the
benefit costs than would otherwise
be anticipated.

Under the provision for financial
interchange between the railroad re-
tirement program and the old-age
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and survivors insurance program, the
old-age  and survivors Insurance
trust fuind and the disability insur-
ance trust fund are to be placed in
the same filnancial position as if rail-
road employment had always been
covered under the old-age and sur-
vivors insurance program. The long-
range costs developed here are for
the operation of the trust funds on
the basis, as provided in the law, thaf
all. railroad employment will be (and
beginning in 1937, has been) covered
employment. The balance in the
funds thus corresponds exsactly to the
actual situation arising. The contri-
bution income and bhenefit disburse-
ments shown are, however, slightly
higher (by about § percent) than the
payments that will actually be made
directly to the trust funds from con-
tributors and the payments that will
actually be made from the trust funds
to the individual beneficiaries. The
reason is that these amounts include
both the additional contributions
that would have been collected and
the additional benefits that would
have been paid if railroad employ-
ment had always been covered. The
balance for these two elements is to
be accounted for in actual practice
by the operation of the financial in-
terchange provisions.

Results of High- and Low-Cost
Estimates

The level-premium cost of the ben-
efits provided as a result of the 1956
amendments, on the basis of 2.8-per-
cent interest, ranges from approxi-
mately 7.0 percent to 9.1 percent of
payroll (including disability benefits
as well as old-age and survivors in-
sutance benefits) .2

Table 1 shows the estimated opera-
tions of the old-age and survivors in-
surance trust fund, and table 2 re-
lates to the new disability insurance
trust fund set up by the 1956 amend-
ments. Under the low-cost estimate,
the old-age and survivors insurance
trust fund builds up rapidly; by the

2 For more detalls on the cost estimates
see Actuarial Cost Estimales for the Old-Ape,
Survivors, and Disability Insurance System as
Modified by Amendmenty to the Social Seenrity
Aet in 1858, prepared for the use of the
House Committee on Ways and Means by
Robert J. Myers, Actuary to the Commit-
tee, July 23, 1058,
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Table 3.—Chang der 1956 d
ments in estimated level-premi
cost! of benefit payments as per-
cent of payroll, based on inter-
mediate-cost estimate and high-
employment assumptions

Level-
Ttem preminm
cost !
Cost of 1954 act (2.4-percent interest):
1954 esw:na (bued 1951-62 earn-
ings level, I
Current astlmnw (based on 1955 earn-
ings level} 7.45
1058 changes:
Lowering minimum eligibility age for
wldows and dependent mothers to 19
Lawermg minimum ellg!bulty age for ’
‘women workers and wives to 82.... +.08
Paymanf. of monthly disability bene-
fits after age 603, ..o aen -+. 42
Payment of dlsablad child’s benefits_ .. 4-.01
Extension of COVErfge. -« o - oo o comocmne -.11
Revised m&a{est bnsls for trust-fund $n- "
Total effect of changes. _.._.-............ 4140
Cost of program as amended i 1956 (2.6- .
percent ) 7.85

+1 Level-premium contribution mte for benefit pay-
ments after 1955 and in perpetuity; takes into scconn
(a) the lower contribntion rate for the self-em pleved,
compared with the employer-employee rate, (b) the
existing trust fund, and (c) administrative expenses.
1 Includes adminijstrative expenses,

year 2000 it is growing at a rate of
about $7 billion & year and amounts
to about $190 hillion. The disability
insurance trust fund is estimated to
grow steadily, reaching about $12
billion in 1975, at which time its an-
nual rate of growth is about $700
million. For both trust funds, benefit
disbursements do not exceed contri-
bution income in any year shown.
Under the high-cost estimate, on
the other hand, the cld-age and sur-
vivors insurance trust fund builds up
to a maximum of $45 billion in about
25 years (although it remains vir-
tually level at about $25 billion dur-
ing the 1960's} but decreases there-
after until it is exhausted shortly
after the year 2000. Benefit disburse-
ments from this fund are smaller

than contribution income during

most of the years before 1980. (The
exceptions are the years shortly be-
fore the several scheduled rises in the
contribution rate, and even then, in-
terest receipts are usually sufficient
to offset such deficits.) Under the
high-cost estimate for the disability
insurance trust fund, in the early
years of operation contribution in-
come materially exceeds benefit outgo.
The difference 1s especizlly great in
1957 -because contributions will be

collected during most of the year and
benefits will be payable only for the
latter half of the year; actually only
5 months' disbursements will come
out of the trust fund because benefits
are payable after the end of the
month to which they apply. The disa-
bility insurance trust fund, as shown
in this estimate, amounts to about
$500 million by the end of 1957 and
then slowly Increases, reaching a
maximum of about $1.3 billion be-
tween 1960 and 1965; from that point
the fund slowly diminishes until in
1875 it is exhausted. Obviously, if
actual operating experience were less

Table 4.—Estimated cost of benefit
payments under 1954 and 1956 acts,
based on intermediate-cost esti-
mate and high-employment as-
sumptions

Amount
(1o millions)

Percent of
payroll!

1056
act | Bci?

1856
act?

=
bR et bttt al od I
EUBERILER

o
&

©90 Mt Lo a0
=88V Zd

~
& 8

-

Level-p

rats ®

! Takes into account lower contribution rate for
the sel!employed, compared with the employer-em-

ployee
{ncludes monthly disability benefits.
¥ For benefit payments after 1955 and in¥perpe-
tl.uty, takes into account (a} lower contribution rate
for the self-employed, compared with the employer-
employee rate, (@) the existing trust fulx)xer;1 and ((3

payrolls remaln level after the year 2050 Bmd on
24-percent interest rate for 1954 act’and on'2.6-per-
cent interest rate for 1956 act.

favorable than under the high-cost
estimate, the fund would rise to =
lower maximum and would be ex-
hausted earlier.

These results are consistent and
reasonable, since on an intermediate- -
cost estimate basis the program is in-
tended to be approximately self-sup-
porting. Accordingly, a low-cost es-
timate should show that the program
is more than self-supporting, whereas
a high-cost estimate should show that
8 deficiency would arise later on. In
actual practice, under the philosophy
embodied in the 1850, 1952, and 1954
acts, set forth in the reports of the
Congressional Committees and con-
tinued in the 1956 amendments, the
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tax schedule would be adjusted in
future years so that neither of the de-
velopments of the trust funds shown
in tables 1 and 2 would ever eventu-
ate. 1f experience followed the low-
cost estimate, the contribution rates
would probably be adjusted down-
ward or perhaps would not be in-
creased according to schedule in the
future. If the experience followed the
high-~cost estimate, the contribution
rates would have to be raised above
those scheduled. The high-cost es-
timate does indicate that under the
tax schedule adopted there would be
ample funds to meet old-age and sur-
vivors insurance benefit disburse-
ments for several decades, even un-
der relatively high-cost experience.

Results of Intermediate-Cost
Estimates

The intermediate-cost estimates
are developed from the low-cost and
high-cost estimates by averaging
them (using the dollar estimates and
developing from them the corres-
ponding estimates related to pay-
roll}. The intermediate-cost estimate
is not necessarily the closest to what
actual costs will be—a figure impos-
sible to develop. It is set down as a
convenient and readily available
single set of figures to use for com-
parative purposes.

Congress, in enacting the 1950,
1852, 1954, and 1956 acts, has indi-
cated its belief that the old-age and
survivors insurance program should
be on a completely self-supporting
basis or, in other words, actuarially
sound. A single estimate is necessary
in developing a tax schedule intended
to make the system self-supporting.
Any one schedule will necessarily be
somewhat different from what will
actually be required to obtain an ex-
act balance bhetween -contributions
and benefits. This procedure, how-
ever, does make the intention specific,
even though in actual praciice future
changes in the tax schedule may be
necessary. Likewise, exact self-sup-
port of the program cannot be at-
tained through a specific set of in-
tegral or rounded fractional tax rates,
increasing in orderly intervals, but
the principle of self-support is aimed
at as closely as possible.

The schedules for the contribution
rates contained in the 1954 act and

Bulletin, September 1956

rate for the 1956 act results from the
revision of the interest basis for trust
fund investments.)

in the 1956 amendments are shown
below.

Employee | Rate for the

rate 1 self-emp d

Year

1954 | 1956 | 1954 | 1958

act act act act
2 2 3 3%

24 2 3 4
9| S| W 5
o 4 9% 84

1 Employer and employee pay the same rate.

Table 3 gives an estimate of the
level-premium cost of the 1954
amendments and shows the increase
in cost resulting from each of the
major changes enacted in 1956. These
level-premium costs are based on
benefit payments from 1956 on.

The level-premium contribution
rates equivalent to the graded sched-
ules in the 1954 and 1956 acts may be
computed in the same manner as
level-premnium henefit costs. These
estimates are shown below for income
and disbursements after 1955, com-
puted on the basis of the intermedi-~
ate-cost estimate, at 2.4-percent in-
terest for the 1954 act and 2.6-percent
interest for the 1956 act. (The higher

1954 act 1956 act
Level 0ld-
vel-premium . age -
equivalent ?na vlllszd and Eiﬁ?y
estl- | esti- | SO | bene-
mate | mate e | B8
fits
7.45 7.43 Q. 42
7.20| .23 .49
.16 20| —.07

tincludes adjusiments to
tribution rate for the self-employed, compared with
the employer-employee rate, (b} administrative ex-
, snd (c) for old-age and survivors insuranes

neﬂfs Ehe existing trust fund.
* A positive figure indicates the estent ol lack of
actuarjal balance. A negative figure indicaies more
than suffictent finaneing (accordjng to the estfmate).

reflect (a) lower con-

Under the revised -contribution
schedule in the 1956 amendments the
combined employer-employee rate is
inereased by one-half of 1 percent
beginning in 1957. In the old-age
and survivors insurance part of the
program, the lack of actuarial hal-
ance is 0.20 percent of payroll—
somewhat greater than that under
the latest estimate for the 1954 act,
although well below the estimate

o,

Table 5.—Estimated benefit payments as percent of taxable payroll) under 1956
amendments, by type of benefit, based on intermediate-cost estimate and

high-employment assumptions

Monthly bepeflts )
Lump-
Wid- surg | Disa- gﬁ" Total
Year o Wite's | gorve 5 Moth death E_ﬂity o (mLhyly beﬁne—
(8% or ar- oth- 5| PRY- eeze its
sge | hus- n?i:i- ent’s | ers | CRUME ponys benefits
band’s | gyerts
Actusl data?

0.97 0.15 0.13 0.01 0.07 0.23 1.61

1.06 .16 .15 .01 .07 .25 1.76

1.43 21 .18 .01 .02 .29 2.28

1.75 .25 .23 .01 L1¢ .M 374

2,07 .30 .25 .01 .10 36 3.18

Under 1856 act

2.64 0.38 0.64 0.01 0.18 0.4¢ 0.09 0.04 0.31 4.47

3.88 .40 1.13 .01 .18 .43 .11 .06 .41 8.42

4.75 44 1.43 .01 A7 .41 12 .07 .43 7.83

5.84 .44 1.54 .01 .16 .39 .13 .08 .30 8.80

5.70 .43 1.43 .02 .15 .37 .14 .08 .43 8.73

6.98 .51 1.50 .01 (15 .37 15 .10 .42 10.18
Level-premjumrate s 5.06 454 129 .01 .18 .30 a3 o7 .40 7.96

1 Takes intp account lower contribation rate for the
uu-employed compared with the employerem-

rate.
ﬁ:?ech;g;s effect of railroad coverage under finan-
ange provisions.
+Less thap 0,005 percent.

4 At 2.8-percent interest. For beneflt payments
niter 1065 and in perpetulty, not taking into account
(a) the existing trust fund and (b) administrative ex-
]aemes Assumes that benefits and payrolls remain
el after the year 2050.
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made when the 1954 law was enacted.
At the same time, the disability in-
surance trust fund shows a slight ac-
tuarial surplus according to this In-
termediate-cost estimate. This situa-
tion occurs hecause the tax rate of
one-half of 1 percent (which has a
level-premium equivalent based on
the period after 1955 of slightly less
than 0.50 percent, since it is not ef-
fective until 1957) is higher than the
level-premium equivalent of the ben-
efit disbursements and administrative
expenses combined, When old-age,
survivor, and disability benefits are
considered together, the program
shows a lack of actuarial balance of
only 0.13 perceni of payroll, or
slightly less than that under the 1954
acet.

Table 4 shows the year-by-vear
cost of the benefit payments accord-
ing to the intermediate-cost estimate
for the laws of 1954 and 1956. These
figures are based on a future level-
earnings assumption and do not re-
flect business cycles, which over a
long period of years tend to cancel
one another., The benefit disburse-
ments for 1957 are estimated at about
$6.9 billion for the intermediate-cost
estimate, in contrast to contribution
Income amounting to approximately
$8.0 billion.

The cost of the benefits under the
1956 amendments is shown in table 5
as a percentage of payroll for each
of the various types of benefits.

Table 6 gives the estimated opera-
tion of the old-age and survivors in-
surance trust fund under the 1956
amendments (based on a 2.6-percent
interest rate), as well as the esti-
mated operation of the disability in-
surance trust fund. The old-age and
survivors insurance trust fund has
contribution income exceeding bene-
fit disbursements during most of the
next 30 years; in the few years im-
mediately before the scheduled con-
tribution increases this is not the
case, but the interest received in
those years covers the difference. As

20

& result, this fund is estimated to
grow steadily until it reaches a maxi-
mum of about $120 billion in about
60 years, and then to decrease. This
slight decline in the distant future in-
dicates that, although the present
tax schedule is not fully self-support-
ing, for all practical purposes, it is so
close to self-support that the program
may be said to be actuarially sound.
This general situation was also true

Table 6.—Estimated progress of trust
SJunds under 1956 amendments,
based on intermediate-cost esti-
mate and high-employment as-
sumptions

[In milljons]

Con- |Benefit | mini

on- |Beneft | minis-
In- |Balance

Year | tribu- | pay- [trative
tions | ments | ex- |terest!jin fund

penses

0Old-age and survivors insurance trust fund

96,068 [ 8132 | 533 | $22, 008
6, 829 149 509 | 23,786
7,269 154 817 | 24,316
7,700 156 627 | 24,637
8,113 159 848 | 25,

10, 485 170 780 | 31,216

12; 642 182 977 | 39,317

14, 787 200 1,297 | 52 346

17,002 217 | 1,730 | 69,184

23,228 270 | 2,492 | 802

23, 648 287 | 2,954 | 115,962

25, 40 2,868 | 110, 410

sl6f  sn $21 $502
379 29 22] 1,104
52 33 3] 135
556 38 43| 1860
735 20 83] 33%0
854 34| wusi 4720
949 38| 151] 5095

1At 2.6-percent rate.

for the 1950, 1952, and 1954 acts, ac-
cording to estimates made when they
were being considered.

The disability insurance trust fund,
in contrast, grows steadily, with the
excess of contribution income over
outgo for benefits and administrative
expenses gradually narrowing, until
by 1975 the difference is only about
10 percent. The fund builds up slowly
but steadily and reaches $6 billion at

the end of 1975. 'This situation is to
be expected since the estimated level-
premium cost of the disability bene-
fits, according to the intermediate-
cost estimate, is about 0.4 percent of
payroll, and the level-premium in-
come 1s about 0.5 percent.

Summary of Actuarial Cost
Estimates

The old-age and survivors insur-
ance program, as amended by the
1956 legislation, has a benefit cost
(assuming the 1955 earnings levels
continue) that is closely in balance
with contribution income. This also
was the case at the time the 1950,
1952, and 1954 amendments were en-
acted. In fact, the program is even
more nearly in actuarial balance, ac-
cording to the intermediate-cost esti-
mates, than it was when the previous
laws were being considered by Con-
gress. Although in every instance the
program is shown to be not fully self-
supporting under the intermediate-
cost estimate, it is close to an exact
balance, especially since a range of er-
ror is necessarily present in long-range
actuarial cost estimates and rounded
tax rates are used in actual practice.
Accordingly, the program as amended
by the 1956 amendments is actuari-
ally sound. In fact, its actuarial
status is improved by the amend-
ments, since the cost of the liberalized
benefits is more than met by the in-
creased contributions scheduled, which
become effective almost immediately
on the inauguration of the new bene-
fit provisions. .

The separate disability insurance
trust fund established by the 1956
amendments shows a small favorable
actuarial balance because the contri-
bution rate allocated to this fund is
slightly in excess of the cost for the
disability benefits, based on the inter-
mediate-cost estimate. Considering
the variability of cost estimates for
disability benefits, this small actuarial
excess is certainly no more than a
moderate safety factor.
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