
Chart l.-Expenditures per inhabitant -for public assistance from State and 
local funds in relation to income payments, by State,fiscal year 1954 
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12 of these States, income payments 
increased at a greater rate than as- 
sistance expenditures, and in 16 
States the increases in income pay- 
ments accompanied declines in State 
and local assistance expenditures. 

Fiscal effort increased in 1954 in 
22 States. Most (17) of these States 
had larger increases percentagewise 
in assistance expenditures than in 
income payments, and five States in- 
creased their assistance expenditures 
while income payments declined. The 
range of percentage changes in fiscal 
effort went from a decrease of 30.0 
percent in Hawaii to an increase of 
22.2 percent in Virginia; the median 
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ratio of State and local assistance 
expenditures to income payments to 
individuals was as follows: 

Number of States 
with specified 

pefcentsge change 
m flscal effort Percentage change 

10. De- 
oremes creases 

Total ____________________- 22 

Less than 5 ___________________- 13 
641s ____________________------- 
10-14..---..------..----------- -2 
15-19 ____________________------ --------i 
20 and over ____________________ 

Median percentage change ____ _________, 

23 

1.8 

change was -1.8 percent. The CiiS- 

tribution of States by PerCentage The fiscal ,effort of the individual 
change between 1953 and 1954 in the States varied considerably-from a 
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low of 11 cents in the District of 
Columbia and Virginia to a high of 
$1.60 per $100 of income payments in 
Colorado: the median State, New 
York, spent for assistance 43 cents 
per $100 of income payments. Five 
States spent less than 20 cents, 16 
spent 20-39 cents, 17 spent 40-59 
cents, 7 spent 60-79 cents, 3 spent 
80-99 cents, and in two States ex- 
penditures from State and local 
funds for public assistance amounted 
to $1 or more for every $100 of in- 
come payments. 

Trust Fund Operations, 
1954 

The old-age and survivors insur- 
ance system carries on its financial 
operations through the Federal old- 
age and survivors insurance trust 
fund. Sums equivalent to 100 percent 
of current collections under the Fed- 
eral Insurance Contributions Act and 
under chapter 21 of the Internal 
Revenue Code of 1954 are trans- 
ferred under permanent appropria- 
tion to the trust fund on the basis of 
estimates made by the Secretary of 
the Treasury. To the extent that esti- 
mates are found to differ from the 
amounts of contributions actually pay- 
able on the basis of reported earn- 
ings, adjustments are made periodi- 
cally. Contributions received under 
voluntary agreements with States for 
the coverage of State. and local gov- 
ernment employees are deposited 
directly into the trust fund. 

In 1954, contributions amounting 
to $5,068 million, which excludes. 
amounts reimbursed to the general 
funds of the Treasury for refunds 
of excess taxes collected, were appro- 
priated to and deposited in the Fed- 
eral old-age and survivors insurance 
trust fund. The trust fund received 
$447 million in interest on its invest- 
ments. It also received $21 million 
during the year as a result of the 
financial interchange provision of the 
1951 amendments to the Railroad 
Retirement Act. 

Expenditures for old-age and sur- 
vivors insurance benefits in 1954 
totaled $3,670 million, and adminis- 
trative expenses amounted to $92 
million. Total assets of the trust fund 
were $20.6 billion at the end of 1954, 
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Table l.-Znvestments of social se- 
curity trust funds and interest- 
bearing public debt at end of speci- 

fied period, 193654 

[Smoulkts in millionz] 

At 
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Of- 

-,-_---I-_-_,_--,._--- ,____ 
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g; 
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10.4 19.863 
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Source: Daily Statement OJ the U. S. Treasury 
and other Treasury Department releases. 

Social security trust 
fund investments 

---------- ----- 

a net increase of $1,869 million from 
the amount at the end of 1953. 

The unemployment insurance trust 
fund is composed of the 51 accounts 
for the State unemployment insur- 
ance programs, the railroad unem- 
ployment insurance account, and- 
beginning December 23, 1954-the 
Federal unemployment account. On 
that date, the first deposit ($64.3 
million) in the Federal unemploy- 
ment account was made according to 
the provisions of Public Law No. 567 
(83d Congress, 2d session), signed by 
the President on August 5, 1954. The 
new law provides for establishment 
of a reserve account of $200 million, 
from which advances can be made to 
the States; the reserve is to be ac- 
cumulated from the excess of Fed- 
eral unemployment tax collections 
over State and Federal employment 
security administrative expenses1 In 
1954, deposits in the State accounts 
amounted to $1,125 million, and the 
deposited interest on the investments 

1 See the Bulletin, November 1954, 
pages 18-19. 

of these accounts amounted to $196 
million. Withdrawals for benefit pay- 
ments totaled $2,032 million. At the 
end of the year the net balance in 
the State accounts was $8,176 mil- 
lion-$712 million less than at the 
end of 1953. 

The railroad unemployment insur- 
ance account declined in 1954 at a 
somewhat more accelerated pace 
than in previous years. Since Janu- 
ary 1, 1948, the contribution rate for 
this program has been % of 1 per- 
cent; the rate is varied, under the 
provisions of the 1948 amendments to 
the Railroad Unemployment Insur- 
ance Act, in relation to the size of 
the reserve. Deposits into the account 
totaled $17 million, interest amounted 
to $16 million, and transfers from the 
railroad unemployment administra- 
tion fund were $3 million. Benefit 
payments rose from $92 million in 
1953 to $206 million in 1954. During 
1954 the net balance of the account 
decreased $169 million (25 percent) 
to $504 million, compared with a 
drop of only $53 million from 1952 
to 1953. 

Under the provisions of the Social 
Security Act, as amended, the Fed- 
eral old-age and survivors insurance 
trust fund is administered by a Board 
of Trustees composed of the Secre- 
tary of the Treasury as Managing 
Trustee, the Secretary of Labor, and 
the Secretary of Health, Education, 
and Welfare. The Commissioner of 
Social Security is Secretary of the 
Board. 

The Managing Trustee invests the 
portion of the old-age and survivors 
insurance trust fund that, in his 
judgment, is not required for current 
expenditures for beneAt payments 
and administrative expenses. The act 
restricts permissible investments of 
the trust fund to interest-bearing ob- 
ligations of the United States Govern- 
ment or to obligations guaranteed as 
to principal and interest by the 
United States. Obligations of these 
types may be acquired on original is- 
sue at par or by purchase of out- 
standing obligations at market price. 
In addition, the Act authorizes the 
issuance of special obligations exclu- 
sively to the trust fund. Regular ob- 
ligations acquired by the trust fund 
may be sold at market price. Special 

obligations are to be redeemed at par 
plus accrued interest. 

Although the unemployment trust 
fund is composed of the separate 
State accounts, the railroad unem- 
ployment account, and the Federal 
unemployment account, investments 
are made by the Secretary of the 
Treasury for the fund as a unit. In- 
terest earned on the funds invest- 
ments is distributed quarterly among 
all accounts on the basis of the aver- 
age daily balance of each account. 
Permissible types of investments are 
the same for the unemployment trust 
fund as for the old-age and survivors 
insurance trust fund. 

During 1954, net investments for 
the old-age and survivors insurance 
trust fund amounted to $1,571 mil- 
lion. At the end of the year the fund 
held $19,863 million invested in 
Treasury bonds and special certifi- 
cates of indebtedness. The invest- 
ments of the unemployment trust 
fund decreased during 1954 by $805 
million, and by the end of the year 
they amounted to $8,740 million 
(table 1). 

The net acquisitions of the two 
social security trust funds, taken to- 
gether, thus totaled only $766 mil- 

Table 2.-Average interest rate on so- 
cial security trust fund investments 
and interest-bearing public debt at 
end of specified period, 1936.54 
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1.93 
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2.05 
2. 16 
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Source: Da& Statement OJ the U. S. Treasury 
and other Treasury Deportment releases. 
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lion. This is the lowest annual net 
acquisition of Government securities 
since the establishment of the trust 
funds with two exceptions-1938, 
when the sum invested for each fund 
was small, and 1949, when the un- 
employment trust fund had almost 
as large a negative acquisition figure 
C-$800 million) as it had in 1954. 
By the end of 1954, however, growth 
of the old-age and survivors insur- 
ance trust fund had brought the 
total investments of the two trust 
funds to $28,602 million. This total 
was slightly more than 10 percent of 
the total interest-bearing public debt 
-approximately the same relation- 
ship as in the preceding year. 

The Social Security Act of 1935 
required that the investments of the 
old-age reserve account (now the 
old-age and survivors insurance trust 
fund) must earn at least 3 percent. 
The 1939 amendments removed all 
reference to a minimum yield except 
on special obligations issued to the 
fund. These special obligations are 
required to bear the average rate of 
interest on the interest-bearing pub- 
lic debt, computed as of the end of 
the month next preceding the date 
of issue and rounded to the next low- 
est Ya of 1 percent if the average 
rate is not itself an exact multiple of 
*/a of 1 percent. 

During the first half of 1954 the 
old-age and survivors insurance trust 
fund acquired additional securities in 
the form of 23/8-percent special certi- 

ficates of indebtedness in all months 
but January, when a small amount 
was redeemed. In this period the un- 
employment trust fund redeemed 
some of its 23/s-percent special issues 
every month. At the end of June the 
special certiilcates held by both funds 
matured and were replaced by a new 
special issue bearing only 2 Ya-percent 
interest. In the second half of the 
year the old-age and survivors insur- 
ance trust fund continued to acquire 
and the unemployment trust fund 
continued to liquidate holdings of the 
21/4-percent certificates. Of the total 
investments of $28,602 million held 
by both trust funds at the year’s end, 
$25,352 million or 89 percent was in 
special obligations bearing 2 %-per- 
cent interest (table 3). 

The Treasury also manages 10 
other social insurance and related 
trust funds. Interest rates on the in- 
vestments of these other funds are 
higher than rates for the two large 
social security funds, and all rates 
are determined administratively 
rather than by statute. 

All types of special Government 
securities outstanding at the end of 
1954 totaled $42.6 billion, of which 
the two social security trust funds 
held 60 percent. Most of the remain- 
der was held by other trust funds, 
including the civil-service retirement 
fund (14 percent), the national serv- 
ice life insurance fund (12 percent), 
and the railroad retirement account 
(8 percent). 

Table 3.-Investments of the social security trust funds, by type and earnings, 
end of December 1953 and 1954 

[In millions] 
-.-. -.___ 

Vnrn,plo‘mw~’ lmst fund 
at cnc! of i?rwrn!,ei 

Type of investment 

1954 1953 
____ ---__----_----- _-____ --I. --_--- -.-----.- 

Total---............-.-.-..-.-..-.-.-.....-.. '18,201.2 $IO,PK?.I: 1 

--- . -.--~-- --- .--. 

1054 i 1953 
.----.--.-.-i ----- -- 

gx.30 !l I $!1,545.0 

4. n 4.0 
l?O. 0 ’ 15n.n 
im. 0 760. n 

50. 0 50. 0 
.n I. 0 

7,sz.n __~~..~~ . . . . . . 
x ,580. 0 

1 Refers only to the invrstments acquired above 
or below purr value in open-market. operations. 

t,ions. At my given time, the “net unamortized” 
flpure represents a subtraction of the amount remein- 

Public Law No. 746, signed by the 
President on August 31, 1954, pro- 
vided for substantial increases in un- 
employment and sickness benefits 
under the Railroad Unemployment 
Insurance Act, made important 
changes in the Railroad Retirement 
Act,’ and raised the taxable earnings 
base under both programs. 

The amendments to the Railroad 
Unemployment Insurance Act were 

(Continued on page 27) 

“Premium” is the excess of the price paid in the open ing to be written off between that time and metrlrit~y 
market over par value; “disrount” is the amount on issues bought at a pn~mium from the amount still 
by which the price paid is less then pa value. The to be “written on” for issues bought at a discount. 
Treasury Pepartment amortiees this positive or neg. Source: Duilg ~to!enent oft& U. 8. !IV,easury and 
ative d8fer~r.w over the remninin~ life of the oblipa- other Treasury Department relensrs. 

1 See Robert J. Myers and John A. Mac- 
Dougall, “The Railroad Retirement Act in 
1954,” Social Security Bulletin, February 
1955. 
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The interest provisions governing 
the investment of the unemploy- 
ment trust fund in special obligations 
are those laid down in the Social 
Security Act of 1935 for that fund 
and made applicable to special obli- 
gations of the old-age and survivors 
insurance trust fund by the 1939 
amendments. Investments of the un- 
employment trust fund in other than 
special issues must be at interest 
rates at least equal to those of special 
obligations. 

Thus the interest earnings of the 
unemployment trust fund and, from 
1940 on, of the old-age and survivors 
insurance trust fund have been di- 
rectly affected by Federal debt fi- 
nancing (table 2). During World War 
II, when the computed average rate 
on the Federal interest-bearing debt 
declined, the rate of earnings of the 
two social security trust funds also 
declined. In the postwar period the 
computed average Federal interest 
rate rose gradually, and the rise was 
reflected later in the interest rates 
earned by the two funds. After sev- 
eral years of relative stability their 
earnings rates went up during 1952 
and again in 1953, but they have now 
dropped back to the 1952 level. The 
computed rate for the investments 
of the old-age and survivors insur- 
ance trust fund (including regular 
and special issues) was 2.29 at the 
end of 1954; for the unemployment 
trust fund. it was 2.30. 

Amendments to the Rail- 
road Unemployment In- 
surance Act 


