goolal Seourity Finance - Present Law and WaghereMurrey~Dingell Bill

STREIARY

Ths present Social Security program ia now finsnced by a 5 per cent
payroll tex, l; per cent on employers snd 1 per cent on smployees, Uuder the
Aot the tax rate is scheduled to inoresse January 1 to 7 per cent, 2 per cent
on employess, 5 per cent on employers. Reserves for old age insurance are now
around $6 billion end will incresss greatly in the future, to ebove §100 billion
in the sourse of about 50 yoere. Ressrvees for unemployment compensation are
aover $6 billion and also are inorsasing.

The Wagner~Murray-Dingell bill contemplates expanding greatly the
number of people covered, increasing the beneflt rateg and introducing new
programs to cover risks not now coversd, 7The bill ecalls for a payroll tex
of 12 per cent, & per oent on amployees, & per cent on employers. It is estie
mated that reserves under this bHill would ocontinue to ineresaes until mide
196075, Not until then would expenditures begin to exceed receipts.

Brief explsnstions of these things follow along with a teble showing
egtinates to the year 2000 under the present program end under the Wegner=-
Murrsy~Dingell bill,

I. Prosont Lew
1, 014 sge and Survivors' Insurance

a) Current comtribution rates are 1 per cent to be paid by employers and
enployees oach on the first §3000 of weges. Increass to 1% per cent
was scheduled for 1940 but postponed. Increase to 2 per cent was
scheduled for 1943 but was postponed twice, the second tims to January 1,
3945, Under current law, the rate is to increase to 2 per cent on
Januery 1, 1945s 2% on Jenuery 1, 1946 and 3% on Januery 1, 1549

b) Expenditures and receipt estinates for the present progham are shown
TR Table 1. 1ho octimates of future tax snd benefit levels, preparsd
by motusries of Lle Scelal Seourity Board are speculative booause they
involve agsusptions for the years 1945 to 2000 with respect to lebor
foroe, smployment, wage and price levels and so forth. These estiw
mates are on the low side of the range, They show an excess of receipts
over expendl tures of about §1,850 million per ysar from 1950 to. the
yoar 2000: On the receipt side, the table ghows an inoreese in the
relative importance of interest payments as a revenue source,

The table indicates that the bensfits now provided for could be
fipanced by & 2 per cent (1 per cent employer and smployee each) rate
until 15603 or 2,7 por eeni rate until 1976 snd a f.6 per cent rate
until the year 2000. Yet, an inorease of the rats to I per cent is
scheduled now, and to & per cent by 1993 '
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0} The trust fund, as shown in Table I 4s estimated to increass from
its Present level of mearly $6 billion to $17 bdillien by 1950,
$36 billion by 1960, §54 billien by 1970 and $103 billion by the
year 2000, Ageirn, these figuree are on the low side of the range,
On the high side, the Soecial Securliiy Board estimates e figure of
8142 billion for the year 2000,

2. Unemployment Insurance
#) Unemployment insurance 1s {inmanced by & 3 per cent contribution of the

enployer, reduced somowhat in most states by merit rating provisionse
Fo further inerease is scheduled,

b) Receipts fram the unemployment compensation tax are now aboub §1.5
© PIITIon per annum. Benefit payments during the flscal ysar 1SLL were
260 nillien. .

o) The Unemployment PTrust fund now is over §6 billion, credited to the
different statos.” Ascuming & sooth transition to peace time produce
tion and little unewployment, the fund will inorease further,

3. Other Social Becurity Bensfits

Other Sociel Security progrems, sugh eas old age aeslstancs; ald to
blind, end aid to dependent childrem, etcs, are financed by metehing Federal
grants to State and Local govoromentss In the fiscal yeer 1941 total expondie
tures by State and ILoesl governments for thess purposss amounted to about
$900 million,. Of thip ebout cne-half was contributed by the Federal governw
mnent, this contribution being financed out of the general budget,

1. Wegner-MurrayeDingell Bill - {5, 1161}

The expanded soclal security program under the Wagnere-durray-pingell
1311 propvses to (1) broeden coverage aund incremse benefits under the Old
Age snd Survivors! Insurance, add & pormanent disability insursncey (2) federslise
unemployment insuranes, -extend coversge, liberalisze benefits and edd temporary
disability insurence inoluding sicknhss, mcoident and maternity benefitsy
{3) provide medical snd hosplitaliszation insurauce.

The expanded syetom ie to be financed by s 12 per cent payroll tex
{6 per cent contribution by employer and smployeca emch)s Of this, 1b s
aseumed about I} per cent will pay for the old age, survivora snd permsnent
di #ability insurance; the remaining 8 per cent for the other ®ourrent oozt
programs, as. follows: L per cent for unemployment insuraice, 1 per cent for
temporery disability insurance,’ 1 per cont for hospitalizstion and 2 per
cent for mediocsl care. Self-employed persons are te pay only 7 per cent axd
will be excluded from unemployment and temporary disability benefits.
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1. ©1d Age, Survivors! and Permansnt Disebility Ineursnce

8) Estimated sxpenditures and receipts (L per cent of the total of 12
per cent) Under the eipanded cystem are sgein shown in Teble I, They
show substantially larger receipts (up %o, say 1950) then under the
present system but also very much larger bensfit peyments. Thus pay=
ments for 1950 would be §1,700 million ar three times as large as
under the present system. Receipte will exosed expenditures until
about 1960, from them on they will be less and & subsidy will be
noeded, This deficlenoy of receipte ocould be made up by drewing on
the fund unbil the mid-1970ta,.

b) Ag shown in Table I the Trust fund will continue to incrosss until
about 1960, at which time 1t 1 & cstimated to roach $27 billion, as
egainst §36 billion under the present plans For the first five years:
the rate of inecreasze would be fagter than under present law, but from
then on at e considerably slower rates Unllke the pregent plan the
fund will decline from then on 1f the excess of tonefits over receipts
is finsnoed by drewing on the fund.

2. TUnemployment, Temporary Pissbility end Maternity Insurance

Estineted expenditures from 19L5 on ere §2,200 million per annum
through 1960, {depending ol course on employment conditions), while estiw
mated receipte ere olose to §2,800 million « an excess of receipte over ox~
pendi tires of about $200 million per year, On these agsumptions, the fund may
be oxpaoted to incresse from Lts present level of over §6 billion in 412
billion in 1960,

%+ FHoppitalization end Medical Care

The raceipts from 3 por cent out of the total 12 per cent payroll
taxes are estimated to finsnce thess Denefits on a pay-asg-~youszo tasiss

IIl. Inflationary and Deflestionary Impact of Present Scoial Security Plan
and or Jear

Resoarch people at the Social Seourity Board have estimated the lme
paet of the two plans on consumer expenditures to be ae followss
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level of Ezeese of benefid Exoese of payroll Incroess or Dew
National paymants over payw recoipts over bene« crease in Congumpe
Inoomd roll receiptsg it payments tion expenditures

(i1lio¥c of Dollars)
Present Law

mt} 1+ 000 0 2,000 bl 1.279

11;0.000 0 800 - m

105,000 &00 0 * 692
Wagnar-Hurray=-Dingell Bill

165,000 ] 4,200 - 2,719

11:0,000 . 1,100 - i

105,000 1,800 0 + 2,575

The table indicates that undeyr the new bill the contribution of Sooial
Boourity to the level of consumer expenditures would be substantially groater
at deprossion levels of income, than under present law, But, similarly, the
reverse offect would be substantially larger st high levels of incoms., To
improve the net result, the expanded benefit program must be ccmbined not with
the incrsased payroll taxes but en fmmedinte sand substantial contribution
financed out of the govermment budget end paid for from a progressive tex
structure, In the British and Germen focial Security systems such n contri-
bution hes beon made for many years.
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Teble I
018 Age ard Survivors Insurance

{In milifon dollaras)

Talon~ Roceipts ™ FX0658 OVeP Bensiita
der [Bayroll Bonefit of
Yonr Yax Interest | Tobtal Paymonts Ti'i Kecalpts al Rocelp Trust Fund

Present Program _1_/
1oks  $1,33 $ 152 41,88 0§ 233 § 1,103 $ 1,255 § 8,200

1950 2,166 316 2,482 589 1,577 1,893 16,700
1960 2,418 696 3,1l 1,252 1,296 1,8%2 354600
1970 2,676 1,070 E.?hé 1.93 763 l.gzz sh,100
1960 2,89 1,506 +293 2,75 153 1, 71,100
2000 34336 2,036 5,372 3,539 - 203 1,833 102,700

Proposed Program - Wagnor Bill 2/

L5 2,700 136 2,836 320 2,380 2,516 8,457
4950 3,075 Beoz g.ho,o 1,71 1,361 1,686 18,422
1960 3,536 E 14 020 »876 - 360 1&!1; 27,226
1970 3,590 76 L,166 892 - 1,202 - . T2 25,32
ig80 3,823 358 1,181 5,943 - 2,120 - 1,762 18,622
2000 3,909 0 3,909 7,975 - 3,066 - 13,066 - 12,119

T/ Tétinetes prepared by Sosisl Security Board, Office of the Actuary
'g/ Includes Permanent Disabilidy Insuranes. Boughly compareble sstimates, prepared
by the Tax Foundation, New York lity

Tkl
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