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SOCIAL SECURITY FACTS AND FIGURES 

Today, there are 43.5 million Social Security beneficiaries (31.4 million age 65 and 
over), [source: Office of Chief Actuary, Benefit Statistics for June 1996, SSA] 

3.1 million children receive Social Security benefits today, [source: Office of Chief Actuary, 
Benefit Statistics for June 1996] 

Today, 91 percent of those 65 and older in the United States receive Social Security 
benefits, [source: Office of the Chief Actuary, Population Projections for SSA Geographic Area, 1996 
Board of Trustees Report] 

For two of every three senior beneficiaries (65 and older). Social Security represents 
more than 50 percent of their income, [source: Income of the Aged Chartbook, 1994, SSA Office 
of Research, Evaluation and Statistics, p.9] 

For 16 percent, or 5 million beneficiaries, Social Security is 100 percent of their 
income, [source: Chartbook, p.9] 

If Social Security did not exist, the poverty rate among older Americans today would 
be almost 50 percent, instead of today's 10.5 percent, [source: Chartbook, p.io, and latest 
Census income/poverty figures] 

For 12 million beneficiaries, Social Security is all that keeps them from poverty, 
[source: Chartbook, p.lO] 

Social Security has helped to reduce elderly poverty in our nation by nearly two-thirds 
(in 1966, 28.5 percent of America's elderly lived in poverty; today, the elderly poverty 
rate has declined to a record low of 10.5 percent), [source: Census] 

October 4, 1996 
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PACT SHEET ON THE OLD-AGE. SURVIVORS, AND DISABILITY INSURANCE PROGRAM 

A. BENEFICIARIES IN CVRRENT-PAYMENT STATUS ON 

TolaJ 

Retired workers and tbeir family 
members, tola] 

Retired workers 
Wives and husbands 
Chfldren 

Survivors of deceawd workers, 
total 

Children 
Widowed 7nother.i and fathers 

with child beneficiaries in 
lheir care 

Aged widows and widowers. 
and aged parents 

Disabled widows and 
widowers 

Disabled workers and their family 
members, total 

Disabled workers 
Wives and husbands 
Children 

Uninsured persons generally aged 
72 and over before 1968 

I Less than S5O0,0OO. 
Note: Totals may not equal the sums of 

, 1996 

Number of 
beneficiaries Monthly rale 

(ID Ibousandsl l b millions] 

43,499 $28,321 

30.153 20.536 
26,723 19.281 
2,983 1.109 

4-17 346 

7,368 4.547 
1,919 909 

( 119 

5,030 3,438 

' 178 82 

5,977 3,238 
4,293 2.928 
i 229 38 
1,455 273 

1 (1) 

rounded components. 

B. SELECTED CATEGORIES OF BENEFICIARIES GNCLUDED 
ABOVE) IN CURRENT.PAyMENT STATUS ON JIJ^JE 30^996 

Number of 

Disabled beneficiaries (OASDI>— 
Workers, disabled children a^cd 
18 and over, and disabled widow.s 
and widowers 

Children (OASDI) 
Student children '. 
Diiiabled ehildren aged 18 and 

over 
Children under age 18 

Survivor children and widowed 
mothers and fathers 

Beneficiaries aged G2 and over 
(OASDI). .r? 

Beneficiaries aged 65 and over 
(OASDI) 

beneficiaries 
lln thnusandsl 

Monthly rate 
lin millions! 

5,162 S3,313 
3,821 1,327 

125 55 

,691 304 
3,005 96S 

2,159 1,028 

35;303 24.223 

31.440 21,843 

C. AVERAGE MONTHLY FAMILY BENEFITS IN CURRENT-
PAYMENT STATUS, JUNE 30,1996 

Estimated average 
BeneBciary group ^ family benefits 

Retired worker alone (no family member.>i 
receiving benefits) J7Q.J 

Retired worker and spouse, aged 62 and over 
both receiving benefits ' . . j j j 7 

Disabled worker, spouse (under age 65), and ] 6r 
more children j 

Widowed mother or father and 2 children. ...... {41] 
Aged widow(er) alone 'gg^ 

Wni,'^J^,Z^^^T^L^//l^J°^ RETIRED OR DISABLED 
WORKERS IN CURRENTPM-MENT STATUS, JUNE 30 1996 

Tvpe of benefit 
Average monthly 

benefit 
All retired workers . . 
All disabled workers. 

E. BENEFIT PAYMENTS 
[In billions] 

Tblal 
OASI. 
Dl . . . 

Calendar year 1995 Fiscal year 199} 

S332.6 
291.6 
40.9 

$.328.8 
288.6 

40.2 

F. MEASURES OF PROTECTION 

1. Coverage 
About 142 million persons will work in OASDI-covered 

employment or self-employment in 1996. 
About 96 out of 100 jobs in paid employment and self-

employment are covered or eligible for coverage under 
the program. 

2. Retirement 
Ninety-five percent of the people aged 65 and over at 

the beginning of 1996 were receiving benefits or would 
be able to receive benefits when they or their spouses 
retire. 

5. Survivor 
About ninety-eight percent of the children under 18 

ajid their mothers or fathers (with children under age 
16) can count on monthly cash benefits if a working par­
ent dies. 

4. Disability 
About four out of five men and women aged 21-64 can 

count on monthly cash benefits in the event the wage 
eamer suffers a severe and prolonged disability. 

G. OPERATIONS OF OAS! AND DI TRUSTFtJNDS, COMBINED 
l ln billions] 

Calendar year 1995 Fiscal year 1995 
Income 

Contributions.... 
Other 

Outgo 
Benefit payments. 
Other 

Assets, end of period. . 

S399.5 
359.0 

40.5 

339.S 
332.6 

7.3 

496.1 

S39S.3 
357.5 
38.8 

335.8 
328.8 

7.0 

483.2 

n CUMULATIVE OPERATIONS OF OASI AND DI TRUST 
FUNDS, COMBINED 

l ln billions) 

Income 
Outgo 
Assrt.s, end of period. 

1937 through end of 
Calendar year 1995 

$5,036.9 
4,540.8 

496 ] 

1937 through end of 
Fiscal year 1995 

$4,939.5 
4,4.'5fi.4 

48.3.2 

S722 
682 

Social Security Adminis t ra t ion 
Office of the Actuary 

Ju ly 19, 1996 



1-A TABLE SUPPLEMENT - - MONTHLY BENEFITS I N CURRENT-PAYMENT STATUS AT THE END OF JUNE 

COMBINED PAYMENT CENTERS 

AGE OF BENEFIC IARY AT ENID DF MONTH 
UNDER AGE 6 2 AGE 62 AND OVER AGE 6 2 - 6 4 

1 . TOTAL OASDI - - INCLUDING S P E C I A L - J AND K- B E N E F I C I A R I E S 

^ I ' ; ' " ^ " 4 3 , 4 9 8 . 9 4 3 8 . 1 9 5 . 8 9 6 3 5 . 3 0 3 . 0 4 7 3 8 6 2 8 0 1 
3 2 . 4 4 1 . 5 2 7 . 7 0 5 . 3 0 5 , 8 5 5 . 6 9 8 . 6 4 5 . 6 0 2 6 . 5 8 5 . 8 2 9 . 0 5 9 . 7 0 2 , 9 9 1 . 8 6 3 . 4 2 0 3 0 

^V'^ f^^* 7 4 5 . 8 0 7 1 4 . 4 7 7 5 3 07 7 7 4 c:-, 

A V E R A G E ' A M n i l N f 2 8 , 3 2 1 . 2 2 6 . 6 3 5 . 0 0 4 . 0 9 8 , 3 3 1 . 6 0 6 . 4 0 2 4 . 2 2 2 . 8 9 5 . 0 2 8 : 6 0 2 . 3 7 9 , 7 9 8 , 4 7 4 : 1 0 
AVERAGE AMOUNT. 6 5 1 . 0 8 5 0 0 . 0 5 6 8 6 . 1 4 6 1 6 . 0 8 

2 . ADULT MALE OASDI INCLUDING D I S A B L E D CHILDREN AND SPECIAL - J - B E N E F I C I A R I E S 

^ V f ^ " 1 7 . 0 1 3 . 2 1 1 2 . 6 1 8 . 0 5 2 1 4 . 3 9 5 . 1 5 9 1 7 1 I 3 9 5 
^ i * - - : : 1 4 , 7 2 2 . 7 4 7 . 5 4 0 . 5 0 1.969.697.763.20 12.753,049.777.30 1 .544.8o4.427 00 

865.37 752.35 885 93 905 fifi 
AVERAGE-AMOUNT ^^,500.748,169.30 1.839,184,102.00 11.661.564.067.30 1.318,112.864:90 
AVERAGE AMOUNT. 793.54 702.50 810.10 770.20 

3. ADULT FEMALE OASDI -- INCLUDING DISABLED CHILDREN ANO SPECIAL -J AND K- BENEFICIARIES 
V̂!!"̂ "̂ 23,355.533 2.447.645 20.907.888 2 151 406 

^ i r ' ; ; ; 1 5 . 4 3 5 . 3 1 4 , 6 5 2 . 2 0 1 . 6 0 2 . 5 3 5 . 3 6 9 . 8 0 1 3 . 3 3 2 . 7 7 9 . 2 8 2 . 4 0 1 , 4 4 7 . 0 5 3 . 9 9 3 . 3 0 
*^<^ 6 6 0 . 8 8 6 5 4 . 7 l 5 6 6 1 61 6 7 ? 6 1 

JvERAGF'AMn.JNT- ' ^ ' " " ^ ^ ' ^ " ' ^ ' ° " ' Z ? 1 . 2 3 5 . 6 4 4 , 0 9 6 . 4 0 . 1 2 . 5 6 1 , 3 3 0 . 9 6 1 . 3 0 1 . 0 6 1 . 6 8 5 . 6 0 9 : 2 0 
AVERAGE AMOUNT. 5 9 0 . 7 4 5 0 4 . 8 3 6 0 0 . 7 9 4 9 3 . 4 8 

4 . TOTAL OASI - - INCLUDING SPECIAL - d AND K- B E N E F I C I A R I E S 

^ V " ^ " 3 7 . 5 2 1 . 7 1 1 2 . 8 6 0 . 1 2 1 3 4 , 6 6 1 . 5 9 0 3 2 4 7 0 8 4 
28.236.993.210.20 2.136.612.052.50 26.100.381,157.70 2.529.1o6.883 OO 

'̂ ^̂  f^^* 752.55 747.04 753 01 778 Rfi 
lvFRA^F'AMn.W "'°^^-°°''-fIo-^2 ^ • 305. 840. 369 . 70 23 . 776 . 967 .006 . 70 1,940.027.153:00 
AVERAGE AMOUNT. 668.49 456.57 685.97 597.47 

5. TOTAL OASI -- EXCLUDING SPECIAL -J AND K- BENEFICIARIES 
^V"^" 37.520.914 2.860.121 34.660.793 3 247 084 
^ 5 * - - : : 2 3 . 2 3 6 . 8 3 9 . 0 7 0 . 4 0 2.136.612.052.50 26.100.227.017.90 2,529. 1o6.883 00 

PIA 752.56 747.04 753 02 778 SB 

AVERAGE"AMOUNf' " ' " " ^ ^ ' ^ ^ ' ^ ' " f ^ 1.305.840.369.70 23.776.813.848.90 1.940.027.153:00 
AVERAGE AMOUNT. 668.50 456.57 685.99 597.47 

6. TOTAL DI , 

^ V f " 5 . 9 7 7 . 2 3 2 5.335.775 641.457 615 717 
l l r ' p j l 4 . 2 0 4 . 5 3 4 . 4 9 5 . I O 3 . 7 1 9 . 0 8 6 . 5 9 3 . 1 0 4 8 5 . 4 4 7 . 9 0 2 . 0 0 4 6 2 . 7 6 2 . 5 3 7 . 3 0 

7 0 3 . 4 3 6 9 7 . 0 1 7 5 6 79 7 5 1 ^ 8 

A S G E - A M H I I M T - 2 . 7 9 2 . 4 9 1 , 2 3 6 . 7 0 4 4 5 , 9 2 8 . 0 2 ^ 9 0 4 3 9 . 7 7 1 . 3 2 1 : 10 
AVERAGE AMOUNT. 54 1 . 7 9 5 2 3 . 3 5 6 9 5 . 1 8 7 1 4 . 2 4 

7 . TOTAL DAB 

^ ' I ' f ^ ' ' 2 6 , 7 2 2 , 6 6 9 0 26.722.669 2 457 968 
I I Q P I ' ^ 1 9 . 4 8 0 . 0 9 0 . 6 0 3 . 3 0 .00 19.480.090.603.30 1.831.041.50^.70 

1996 
PAGE 

AGE 65 AND OVER 

31,440,246 
23,593.965.639.40 

750.44 
21,843.096,554.50 

694.75 

12.683.764 
11.208.240,350.30 

883.67 
10,343,451.202.40 

815.49 

18.756,482 
12.385.725.289.10 

660.34 
11.499,645,352.IO 

613.10 

31.414.506 
23.571.280.274.70 

750.33 
21.836.939.653.70 

695.12 

31,413.709 
23,571. 126. 134.90 

750.35 
21.836.786,695.90 

695.14 

25,740 
22,685.364.70 

88 t.33 
6.156.700.80 

239.19 

24.264,701 
17.649.049.097.60 

727.35 
17.730,171,149.80 

730.70 



S o c i a l S e c u r i t y 
Area PopulaCi.or. a. o f J u l y 1, _1996_Wer_1996_Trustees_: 

Report A l t e r n a t i v e I I 

M a l e 

Sex a t x l M a r i t a l S t a t e 

F e m a l e 

Age 

0- U 
5 - 9 

1 0 - l A 
1 5 - 1 9 

2 5 - 2 9 
30-3A 
3 5 - 3 9 

45-^.9 
50-5A 
5 5 - 5 9 
60-6A 
6 5 - 6 9 
70-7A 
7 5 - 7 9 
8 0 - 8 i i 
85 -89 
9 0 - 9 ^ 
9 5 - * * 

0-19 
2 0 - 6 H 

50-6A 
62-6A 

- > 6 5 - ' ' * 
20 -65 
2 0 - 6 6 
20 -67 
2 0 - 6 8 
20 -69 
6 6 - * * 
67_v<v. 

68- "* 
69- ** 
70- *'' 
O-'f" 

T o t a l 

20511937 
20721712 
19760069 
18715619 
18016126 
20236372 
22A80038 
23388A88 
21321231 
18902181 
1A710A92 
11818237 
10337675 
1002A17A 
8972177 
69195A9 
^6A6750 
2569217 
106A888 
334168 

79709337 
1612108A0 
36866A0A 
6055769 

3A530923 
163250336 
165286700 
167301720 
16929A175 
17123501A 
32A91A27 
3OA55063 
28AA00A3 
26AA7588 
2A506749 

275A51100 

'Total Single M a r r i e d Widoved__Divorced___ 
'To t a l Single Married Widowed Divorced 

10A93926 
10599339 
10109066 
9566A25 
9201501 

10306006 
11430533 
11636176 
10691525 
9A101A7 
7266880 
5775578 
ii956911 
46A781A 
39A7170 
28A3657 
1680868 
7722A0 
258830 
63876 

A0768756 
80875257 
17999369 
288799A 
1421AA55 
81836289 
82791122 
83727A12 
8A6A2625 
85523071 
13253A23 
12298590 
11362300 
10AA7087 
95666A1 

135358A68 

10A93926 
10599339 
10108968 
9A1205A 
7208782 
502132A 
3275753 
216A079 
12A078A 
816830 
505A65 
3A3788 
307703 
28ilOA 
220838 
1AA332 
76968 
32A8A 
10077 
2184 

A061A287 
208SA513 
1156956 
180012 
767987 

209AA300 
210027A0 
21059287 
21113886 
21165617 

708200 
6A9760 
593213 
53861A 
A86S83 

62266787 

0 
0 

97 
1^6398 

183A915 
^69297A 
7110072 
62793AA 
7996995 
73087A6 
5779A28 
^687685 
4015036 
3675A27 
3032134 
20A1756 
1113199 
A27860 
107A7A 
15121 
1A6A95 

51705195 
1A4821A9 
2329121 
10412971 
52A73038 
53232282 
5397253A 
5A691888 
55380622 
96/)5128 
8885884 
8145632 
7A26278 
67375AA 

6226A661 

0 
0 
0 

8A 
1713 
7707 

16879 
A28A1 
61959 
89012 

12939A 
1559A2 
218079 
357639 
45A286 
529185 
A36581 
290097 
133666 
AA537 

&A 
723526 
503A15 
1AA86A 

22A5991 
783651 
8503A9 
92282A 

1000A22 
1081165 
2185S66 
2119168 
20A6693 
1969095 
1888352 
2969601 

0 
0 
1 

7889 
156091 
58AO01 

102782A 
13A9912 
1391787 
1195559 
852593 
588163 
A16093 
3336AA 
239912 
'12838A 
5A120 
21799 
7613 
203A 
7890 

7562023 
18568A9 
233997 
787506 

7635300 
7705751 
7772767 
7S36A29 
7895667 
71A229 
6A3778 
576762 
513100 
A53862 

B357A19 

10018011 
10122373 
9651003 
91A919A 
881A625 
9930366 

110A9505 
11552312 
10629706 
9A9203A 
74A3612 
60A2659 

' 538076A 
5376360 
5025007 
^075892 
2965882 
1796977 
806058 
270292 

389A0581 
80335583 
18867035 
- 3167775 
20316A68 
81A1A0A7 
82A95578 
8357A308 
8A651550 
857119A3 
1923800A 
18156473 
170777A3 
ldp00501 
li(940108 

139592632 

10018011 
10122373 
96A92A8 
8639A66 
5541278 
3193778 
1830839 
126AA11 
757999 
569368 
375901 
262869 
230888 
2A1058 
2A0795 
227759 
190108 
11A620 
49629 
15233 

38429098 
1A027331 

869658 
1368A5 

1079202 
1A074500 
14122348 
1A170686 
14219608 
1A268389 
1032033 
984185 
935847 
886925 
83814A 

53535631 

0 
0 

17A1 
481291 

2980806 
5913025 
7904279 
8554784 
7917969 
7043128. 
55A1281 
4351158 
3564920 
31A8441 
2432921 
1401114 
626961 
286177 
96527 
18115 

483032 
53771350 
13457359 
2061360 
8010256 

54446352 
55103108 
55734134 
56341363 
56919791 
7335254 
6678498 
6047472 
5A40243 
4861815 

6226A638 

0 
0 
0 

1791 
11867 
34663 
85132 

166891 
270079 
374878 
475965 
712847 

1076055 
1601600 
2052193 
2269522 
2062471 
13A6242 
636101 
227845 

1791 
3208377 
2264867 
690583 

10195974 
3481577 
3778378 
4100623 
4447411 
4809977 
9922774 
9625973 
9303728 
8956940 
8594374 

13406142 

0 
0 

14 
26646 
280674 
788900 

1229255 
1566226 
1683659 
150A660 
1050465 
715785 
508901 
385261 
299098 
177497 
86342 
49938 
23801 
9099 

26660 
9328525 
2275151 
278987 

1031036-
9411618 
9491744 
9568865 
9543168 
9713786 
947943 
867817 
790696 
716393 
645775 

10386221 

CO 
CT) 

I 

CJ 

o 
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SOCIAL SECURUY AND PERSONS IN POVERTY, iMAJI 95 CPS 

PERSONS 
lotal 
BELOU POVERTY LIKE 

ALREADY 
KEPT ABOVE POVERY 

BY SOCIAL 
SECURITY 

ABOVE POVERTY EVEN 
WITHOUT SOCIAL 
SECURITY 

PERSONS (FWGT) 
Total 
BELOW POVERTY LINE 

ALREADY 
KEPT ABOVE POVERY 

BY SOCIAL 
SECURITY 

ABOVE POVERTY EVEN 
WITHOUT SOCIAL 
SECURITY 

Tota l <21 21-49 50-61 <62 62* 65 + 

254.531.353 76.674,682 113.063,989 27,804,559 217.543.230 36.968.123 31,017,464 

36,523,552 16.208,005 13,420,644 2,552,893 32,181,542 4,342,010 3,646,409 

16,137,339 985,845 1,457,318 1,021,379 3,464,542 12,672,798 |Tl,759^^5r7 

201,870,462 59.480,832 98,186,028 24.230,288 181,897,147 19,973,315 "l576T7,804 

251.455,011 76.833,123 109,921,975 27.721.000 214,476.097 36,978,914 31,027,791 

36,399,540 16,449,466 13.079,780 2,527,335 32.056,581 4.342,959 3,651,539 

15,872.663 960,293 1.262,506 997,123 3,219,921 12.652,742 11,749,401 

199.t&2,809 59.423,364 95.579.689 24,196,542 179,199,595 19,983,214 15,626.851 

5/. 5 

CPTICMft!. rOPV M 7-3D. 
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Touching the Roil 
Social security has long 

been the third rail of 
American politics. But 

some Capitol Hill 
lawmakers are making 

noises about 
overhauling the 

program, and 
Washington's Cato 
Institute is raising 

$2 million from 
Wall Street, the 

insurance industry and 
conservative interests 

to push for 
privatizing it. 

BY JULIE KOSTERLITZ 

Don' t bother te l l ing Rep. Jim 
Kolbe, R-Ariz.. about the voltage 
in the th i rd rai l of polit ics. In 
1982, after the Reagan Adminis­

tration announced plans to tinker with 
the social security system. Kolbe narrowly 
lost his first bid for Congress in a cam­
paign that crackled with warnings from 
Democrats about the G O P s malign 
intentions toward the popular program." 

Just a few months ago. however, with 
encouragement from''House Speaker 
Newt Gingrich, R-Ga.. Kolbe launched 
the Public Pens,on Reform Caucus to 
explore ways to remake the Now Deal s 
mega-legacy. Kolbe, who believes that 
social security should be scrapped and 
replaced with a system of private, personal 
investment accounts, said that his goal was 
•to have people talking aoout it. thinking 

about It . . . and to prove to Members that 
you can talk about this without dying." 

The early indications are that Kolbe s 
task might not be as hard as it once 
seemed. Not only has Kolbe attracted a 
handful of ci)nservative DemcK-rats to his 
caucus, but its first event—a dinner lec­
ture on the seemingly arcane topic of 
Chile's privatized retirement s y s t e m -
drew a crowd of nearly 40 Capitol Hi l l 
lawmakers, even though it was held dur­
ing a .scries of key floor votes. "This much 
interest, this fast, has been a surprise," 
said Mike Tanner, the director of health 
and welfare studies at the Cato Institute, 
a libertarian think tank, which co-spon-. 
sored the dinner. Freshman and younger 
lawmakers tend to be the most enthusias­
tic, he added. "There's a certain genera­
tional aspect involved." 

The idea that social security is a politi­
cal "untouchable" is already changing. 
Malcolm S. (Steve) Forbes Jr., who's run­
ning for the Republican presidential nom­
ination, has proposed replacing the social 
security system for younger workers with a 
system of individual retiremeni accounts 
(IRAs). In the Senate. Alan K. Simpson, 
R-Wyo.. this year held hearings on a bill 
he co-sponsored with Robert Kerrey, D-
Neb., that would funnel a portion of social 
security taxes into private IRAs. And a 
govemment advisory council on the future 

of social security, while hopelessly divided. 
IS likely to include a partial privatization 
option in its final report, which is likelv to 
be out early next year. (Sec ho.x. p. .?/.«.) 

Even the so-called liberal media estab­
lishment has been taking a decidedly 
tougher line. In March. Time magazine 
set tongues wagging across the ideologi­
cal spectrum with a cover story headlined 
"The Case for Killing StKial Securitv. 

All Ihis comes as sweet vindication to 
longtime critics of the system. Social 
security may be "off the table " in this year 
ol balanced budget negotiations and pre­
election posturing. But conservatives m 
both parties, libertarians and business 
interests are gearing up for the mother of 
all entit lement battles: a fundamental 
overhaul of social security. 

This fall has seen a flurry of networking 
and organizing around the issue, on and 
off Capitol Hil l , which in turn is expected 
to result in a blizzard of new legislation, 
hearings and reports, conferences and 
coalitions next year. 

In the center of action is the not-tbr-
profit Cato Institute, which in August (on 
social security's 60th anniversary) 
launched a project to push—through stud­
ies, speeches, public opinion polling and a 
working group of like-minded organiza­
tions—the idea of privatizing the system. 
Officials of the Cato Institute say that they 
expect to raise, and spend, nearly $2 mil­
lion on the project. It's already received a 
major grant from the conservative Jaque-
lin Hume Foundation in San Francisco. 

The coming crusade may be driven by 
conviction, but it is also about hard, cold 
cash. Wal l Street and the insurance 
industry, which stand to profit handsome­
ly from even the most modest privatiza­
tion plans, are already poised to use their 
clout and deep pockets to advance the 
cause. Industry trade groups such as the 
Investment Company Institute (which 
represents mutual funds), the Securities 
Industries Association and the American 
Council of Life Insurance are participat­
ing in the Cato Institute's working group, 
and some are beginning their own efforts 
on the issue. 

The crusade could also boost the for-
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tunes ;if its leaders. The Calo Institute, 
for example, is asking various companies 
in the financial services industry' to help 
finance its project. The Starr Foundation, 
which is associated with American Inter­
national Group Inc.. the New York City-
based insurance giant, has already anted 
up, and Tanner said that others in the 
industry have promised to do so. "We're 
raising money from i t ," he said of the 
project. Other organizations hope to gin 
up grass-roots interest in the cause—and. 
of course, contributions. And, as usual, 
lobbying firms, fwllsters, advertisers and 
direct-mail firms are starting to position 
themselves to get a piece of the action. 

Why all this commotion now about a 
program that isn't expected to hit the 
skids unt i l around 2030? The reason, 
social security experts of all stripes agree, 
is that the program will begin flirting with 
some less dramatic but significant fiscal 
and political problems in about 15 years, 
and averting these requires action before 
the turn of the century. 

Those bent on a radical restructuring 
of social security know they can't start 
making their case too soon. Notwi th­
standing all the doubts about the pro­
gram's future that show up in opinion 
polls, social security remains enormously 
popular with Americans of all ages. 

"You're just going to have to lay the 
groundwork for it." Kolbe said. "This is 
not something you can do overnight." A 
popular backlash in the 1996 elections 
against Republicans over their proposed 
reductions in medicare spending could 
send the shock troops of the social securi­
ty revolut ion diving for cover. By the 
same token, if such a backlash fails to 
materialize, the radical reformers are 
likely to be greatly emboldened. 

Not all the obstacles facing privatization 
of the social security system, however, are 
political. One of the biggest is financial: 
The transition to a private system would 
entail huge costs. Advocates of radical 
reform concede that they need to use the 
lead time not merely to sell the public on 
the need for change, but also to work 
ihrough the thorny technical and financial 
issues that their reforms would entail. 

Even so. the shift in climate has been 
significant enough to alarm some of the 
program's guardian angels. Budget-driv­
en politics and a climate of public mis­
trust of governmeni "have fueled a drive, 
that some want for ideological reasons, to 
privatize social security and has brought 
mainstream policy people to consider it 
seriously," said Gerald M. Shea, AFL -
CIO president John J. Sweeney's assis­
tant for government affairs and a mem­
ber of the government's Advisory Council 
on Social Security. Shea said that he was 
alarmed by altitudes he found as he made 
the rounds of major newpapers and mag­

azines. " I met with reporter :itter re­
porter, he said, "who was personalK 
angry about social securily." 

But what troubles others the miist is 
the large shadow cast by Wall Street 
interests. " I 'm mi)rc worried about them, 
because they have more potential to be 
effective." said Robert Ball, a former 
social security commissioner and influen­
tial advocate lor the program who's also a 
member of the Advisory Counci l on 
Social Security. 

THE PIE IN A FALLING SKY? 
Privatizing social security—broadly 

understood as doing away wilh a publicly 
financed retirement system in favor of 
private arrangements—isn't a new idea. 
Economist Mil lon Friedman made il an 
issue in the 1950s; il was one of the Calo 
Institute's first items of business after it 

Rcliirni. which was chaired by Kerrey :IIRI 
tlien-Sen. John C. Danforth. R-Mo. 

Underiving both currents are tears thai 
a tsunami of babv boomer retirements is 
going to bust the bank—tears th;ii have 
magnified as lhat eventuality draws e\er 
closer Public e.vpectations that the svs­
tem won't he Ihere when they need it arc 
bleaker than the forecasts of the pro­
gram's trustees, who say that even with no 
changes, the program can pay full bene­
fits until 20.^0—around the time the last 
of the boomers retire—and 75 per cent ot 
promised benefits for at least 20 year.s 
after that. 

Still, that kind of shortfall isn't trivial: If 
no changes are made in the program, 
bridging it would require boosting the 
social security payroll tax from 12.4 per 
cent of eligible annual wages to about 17 
per cent. This has sparked growing atten­
tion to the economic burdens already pil-

Rep. Jin Kolbe, R-Ariz., the founder of the the Public Pension Refomi Caucus 
His goal, he says, is 'to prove to Members that you can talk about this without dying." 

opened its doors in 1977; and it's surfaced 
periodically in Washington circles—in 
1986, Gingrich floated a proposal to pri­
vatize the system. 

Advocates of privatization have histori­
cally sounded a libertarian theme; A mas­
sive, paternalistic, government-run retire­
ment system takes money, choices and 
control away from individuals. They've 
also had an economic corollary: The sys­
tem distorts and reduces individuals' eco­
nomic incentives lo work and to save. 

Bu l an idea once relegated to the 
fringes of political debate has just recently 
moved toward the cenler. One propellant: 
falling public confidence in governmeni 
generally and social security's future in 
particular. Another spur has been the 
focus on entitlement programs by deficit 
hawks, starting wi th 1992 presidential 
aspirants Paul E. Tsongas and Ross Perot, 
and continuing with last year's Bipartisan 
Commission on Ent i t lement and Tax 

ing up on tomorrow's workforce, both in 
the works of such economists as Lau­
rence J. Kot l ikoff of Boston University 
and a procession of Generation-X advo­
cacy organizations, such as New York 
City-based Third Millenium. 

For some deficit hawks, the concerns 
are more immediate. They see trouble for 
the federal budgel starting around 2012. 
not long after the leading edge of the 
boomers start cleaning out their desks 
and heading south. Thai's when payouts 
to retirees start exceeding social security's 
payroll tax revenues and the government 
has to start repaying the lOUs il issued to 
the program for past surpluses, with 
interest. Repaying those lOUs means 
raising general-purpose laxes or increas­
ing the over-all federal budget deficit. 
Deficit hawks are also alarmed about the 
growing share of the federal budget thafs 
consumed by automatic spending tor 
entitlement programs—currenlly at 5il 



per cent of the budgci .md. absent any 
changes, headed higher—lhal are aimed 
chiclly at older .Americans. 

The year 21112 might seem a politic;il 
eternity, but the longer Congress waits, 
the fewer and more painful its options: 
mainly hcft\, immediate ta.x incrc;ises or 
cuts in benefits. And in politics, those are 
two of the deadliest sins of all. 

TOURHIQUn TIME? 
Faced with these unpleasant realities, 

some deficit hawks have been looking to 
the private securities markets for solu­

tions. Iincsline some or all ot the money 
lh;il would otherwise he p;iid in sociai 
securitv ui.\es in slocks, bonds :ind :illicd 
instruments—which typically offer higher 
lonii-tcrm vields than go\ernment securi­
ties—niisiht proviilc a new infusion ot' 
retirement money, and thus spare politi­
cians lhe need to apply as tiglil a loiirnl-
quet to stop the system's hemorrhage. 
Such an Infusion of c.ipiuil. the [heory 
uocs. could also boost national economic 
izrowth. which in turn would ease the bur­
den of the babv boom retirement bulge, 
i/fhe idea got a boost last year when the 
World Bank issued a rep<3rt that was criti-

A COMMISSION'S SUDDIN TURN 

I s privatizing social security a pipe dream? In an unexpected, 1 Uh-hour devel-
opmenL 5 members of a 13-member governmeni advisory commission voted 
in mid-December to endorse a plan to partially privatize the system. 

The slrong show of support for the politically radical idea was a surprise in 
part because it came just weeks before the 1994-95 Advisory Council on Social 
Security—which was expected to complete its work months ago—was slated lo 
issue a final report and close up shop. What's more, its members hadn't even 
seen a detailed analysis of the partial privatization option until a few days before 
their Dec. 14 meeting. 

Although a slim plurality of members seems likely to line up behind a tar 
more modest reform plan, such a strong showing for partial privatization within 
the nonpartisan panel—whose members were appointed by Health and Human 
Seivices Secretary Donna E. Shalala in June 1994—will undoubtedly influence 
the coming debate over the future of social security. 

Before the straw vote, the council—already hopelessly fragmented—had 
divided into two major camps; one headed by Robert Ball, the 81-year-old for­
mer social security commissioner, the other by chairman Edward Gramlich, a 
onetime acting director of the Congressional Budget Office who now heads the 
University of Michigan's Institute of Public Policy Studies. 

Ball, whose long professional involvement with the program over the decades 
has made him its patrpn saint, has proposed a grab bag of minor adjustments 
that would allow the program to once again pa.ss the actuaries' technical test of 
long-term fiscal health while avoiding major lax hikes and cuts in benefits. Ball's 
main concem is warding off major changes in the program's historic structure. 

Gramlich has argued for stiff reductions in expected benefits for future 
retirees. He aims to avoid any increase in payroll tax rates--which he considers 
politically unsalable and unfair to future generations. 

Although six members of the council sided with Ball, dissenters say lhat his 
seeming no-pain solutions are only temporary fixes and are likely to require a 
tax increase sometime—perhaps decades from now. "For some of us, saying 
'We'll make a nip here and a tuck there and then 30-40 years in the future 
assume Congress legislates a tax increase' is not satisfactory," said Sylvester 
Schieber, the director of the Research and Information Center at the Wyatt Co., 
a Washington-based benefits consulting firm. 

It was Schieber and Carolyn L. Weaver of the American Enterprise Institute 
for Public Policy Research, a onetime aide and current adviser to Senate Majori­
ty Leader Robert Dole, R-Kan., who pushed the idea of steering 5 percentage 
points of the social security payroll tax into private retirement accounts. 

The Dec. 14 meeting left the council's final report—originally due by year's 
end, but now expected in mid-January—up in the air. As members of the council 
scattered for the holidays, Gramlich was proposing to redraft hLs proposal, in a 
last-minute bid for support, and Ball's allies were grumbling at the hasty consider­
ation of such a major change in social security, which, they fear, could lead to the 
unraveling of the cunrnt system. "Depending on how it's presented, I may not 
put my name on it," Gerald M. Shea of the AFL-CIO, a member of the council, 
said of the panel's final report "It could tum out to be a destructive document." 

cal ot Ihe kind ot' M)CI:II security prouraiiis 
louiul ill :iging. iiuliistri;ilizcd countries 
and full ol pr;iisc lor the p:ivalclv m;in-
asicd. ni:indatory personal sa\ings scheme 
that Chile adopted ;iftcr it pri\alized its 
Micial security syslem m The repori. 
lis iuilhors s:is. wasn't directed al the 
Linltcd Slates, v̂hô e social security >-vs-
icni Is In tar belter shape than lis couiilci-
pâ t'̂  In other countries and where the 
Chilean model is likelv to be tar less help­
ful than in might be In Third World and 
East European countries. But the report 
has nevertheless been used by advocates 
of privatization to bolster their arguments. 

Kerrey and Simpson would take a 
teeny step in Chile s direction by allowing 
individuals lo divert 2 percentage points 
of the existing payroll lax into privately 
managed individual accounts, .in Idea 
that's similar to one broached—but not 
actually endorsed—by the Kerry-Dan-
forth commission. The Progressive Policy 
Institute, the research arm of the centrist 
Democratic Leadership Council, also 
favors partial privatization along wlih 
some cuts In benelils. 

Even traditionalists are advocating let­
ting the federal government invest sonic 
of the program's surpluses—which now 
eo into special Treasury bonds—in much 
the way that state governments invest 
employees' pension funds. That could 
help the government out of its fiscal bind 
without increasing the risks to heneticla-
ries. Privatization enthusiasts say that 
such sovernment investment smacks ol 
socialism and that political considerations 
would invariably interfere with sound 
investment decisions. 

More important, they say. it wouldn't do 
away with the pay-as-you-go nature ol 
social securily—in which each generation 
of workers is taxed to pay for the benefils 
of current retirees—a setup they liken to 
an illegal pyramid scheme. Letting individ­
uals keep some or all of that money and 
requiring them to invesi it for their own 
retirements would put an end to govern­
ment's habit of using social sccuriiy sur­
pluses 10 mask deficit spending. It also 
would boost the public's sagging confi­
dence in the syslem. they say. by giving 
individuals ownership and control over the 
funds. It would even, some argue, boost 
over-all savings—the key. in their view, to 
spurring nalional economic growth. 

Privatizing some or all of soeial security 
would also tackle what's shaping up as an 
increasingly difficult public relations 
problem for the program: Over time, it s 
become less attractive when compared 
with alternative investments. The "pay­
off from social security is starting lo look 
especially low for lhe affluent—some of 
whom, now, for the first lime, can actual­
ly expect to gel less in benefils than they 
paid in laxes. And il will only gel worse if 



benefits are cul or ta.xes ral.seil to atldrcss 
the impending shortfal l . "E^ci i If you 
could fix social security somcho\\ . . . that 
really wouldn't address the most signifi­
cant problem." Tanner told ;in audience 
in August. "And that Is lhat social securi­
ty, quite simply. Is a bad Investmenl. " 

Tanner. Kolbe and others ciie numbers 
worked up by Bill Shipman. the co-chair­
man of the Cato Institute's priviitization 
project and a principal with State Street 
Global Advisors, a Boston-based finan­
cial management f i rm. In his analysis, 
high-income earners born in 1970 who 
invested in stocks the amount that they 
would otherwise pay in social security 
taxes could receive nearly six limes the 
benefits they're slated to get from social 
security: a low-wage earner who did like­
wise could get nearly three times the 
expected benefils from social security. 
(Departing from traditional libertarian 
orthodoxy, total privatization advocates 
such as Tanner accept the idea that gov­
ernment should mandate—and, at least 
initially, regulate—a system of private, 
retirement investment plans.) 

HOW DIRE THE STRAITS? ^ ^ 

The idea that social security Is In dire I 
straits angers its defenders, who maintain 
that the system's problems are overstated. 
The projected increa.se in the cost of the 
program from 2005-35—2 percentage 
points of gross domestic product—is 
comparable to the increase from 1962-80. 
Henry J. A a r o n , the d i rec tor of the 
Brookings Institution's economic studies 
program, said in a recent speech. It's a 
signif icant increase, he said, but not 
beyond the nation's means. "Are we 
going to face budgetary stress?" he asked. 
" Yes wc are. Wil l those stresses require 
that we dismantle or privatize social secu­
rity? No. " Aaron argues that both reduc­
ing benefits and increasing taxes should 
be part of the solution. 

Privatization, experls say. would invari­
ably create new winners and losers. 
"'Some of the gains and losses involved 
for individuals are so complicated we 
don't understand them," Edward Gram­
lieh, the chairman of the Advisory Coun­
cil on Social Security and the director of 
the University of Michigan's Institute of 
Public Policy Studies, said. "'Everyone 
ought to go into this wilh a great deal of 
reverence for the dislocations that could 
come about. There could be huge and 
unanticipated changes." 

Soeial security's defenders maintain 
that the privat izat ion enthusiasts also 
understate the risks of their approach. 
Not everyone, of course, can achieve 
above-average investmenl returns; losses 
or poor returns could devastate an indi-
vidual s retirement security. Low-wage 

workers, who currenlly get a leg up in 
retiremeni from social security s progres­
sive benefit lornuila. the program's de­
fenders say. tend lo be inc\periciicei.l in 
the ways of Wall Street and are likely to 
be the big losers In a privatized system. 

Tiiere's more: Wall Street's h;ippy Ills-
ton' doesn'i guarantee a happy fulure and. 
In anv event, tends to obscure the fact of 
inevitable downturns In the market: just 
because there's a long-term rise in global 
temperatures doesn't mean it won't snow 
the day you retire. It was just such dangers 
that siKial security—which was crafted in 
the aftermath of the Great Depression— 
was meant to avoid. "This is dearlyjihift:. 
ingihe.riskjQjhejndividual. ' David Cert-
ner, the senior coordinator in the federal 
affairs department of the American Asso­
ciation of Retired Persons (AARP). said. 
Why expose individuals lo greater risks, 
he asks, at a very time that employer pen­
sion plans are moving in that direction? 
Nearly two-thirds of all older Americans 
frely on social security for at least half of 
their incomes. 

^ Rate-of-return comparisons can also he 
misleading because they don't factor in 
the value of an array of benefils and pro­
tections built into the social security svs­
tem that the private sector pnwides only 
at great cost, or nol at all: disability insur­
ance, survivors' benefits, guaranteed and 
intlation-adjusted benefits. 

Nor do rate-of-return comparisons take 
into account what may be privatization's 
Achilles' heel: the transition costs. Any 
proposal that scraps social"security is say­
ing, in effect, lo today's 45-year-olds [and 
those younger], you have to pay for two 
generations." Gary Burtless. an 
economist at the Brookings 
Institution, said. '"You have to 
pay for those already 45 or older 
to finance their promised entitle­
ments, and [you have to) save 
enough and get a rate of retum 
spectacular enough to pay for 
your own retirement." 

These transition costs repre­
sent serious money. Under a sce­
nario being studied by the Advi­
sory Council on Social Security, 
in which workers under 55 would 
divert 5 percentage points of the 
12.4 per cent combined employ­
er-employee payroll tax lo pri­
vate investment accounts with a 
commensurate reduct ion in 
social security benefits, payroll 
ta.xes would have to be increased 
by 1.5 percentage points for the 
nexl 70 years just lo cover all of 
social security's old obligations. 
Higher laxes would, of course, 
reduce over-all rales of returns. 
And if the governmeni instead 
chose to finance the transition 

cost through higher borrowing, ll wouM 
essenliallv offset the economic bciietlls 
from Increased private in\csliiig. 

l l was these heftv transition cosls that 
made Kerrey and Simpson deciile to pro­
pose "privatizing " onlv Ih per cent ol 
social securilv's pavroll lax revenues, l o 
p;iv tor the scaled-down transition costs. 
Kerrey and Simpson would cap cost-ot-
llving increases. 

But such a modest shift wouldn't buy 
much relief from social security's fiscal 
crunch, cither. To deal with that. Kerrey 
and Simpson would also raise the future 
age of eligibility for full benefits from (i7 
to 70. Nor would it confer most of the 
benefits lhat privatization enthusiasts 
dream about. "'It's a possible way of gel-
ting a foot in the door," Kolbe said of the 
Kerrey-Simpson proposal. " I don't think 
it's the solution." 

Kolbe and others seem unfazed by the 
transition costs. "It's not a tough nut to 
crack f rom a technical or economic 
standpoint." Kolbe argued. Tanner sug­
gests, among other ideas, asking young 
people to simply write off their past con­
tributions, making further cuts In federal 
spending and selling off federal assets— 
Ideas consistent with Cato's libertarian 
agenda, but not an easy political sell. 

That's why he and like-minded Inter­
ests are gearing up now. The Cato Insti­
tute has launched what Tanner calls Its 
"largest project "—it 's budgeted ;it 
$600,0(K) a year for the nexl three years— 
to "make the intellectual case " for priva­
tization. The Cato Insitute also recently 
sponsored a cross-country speaking tour 
for Jose Pinera, the charismatic former 

Gerald M. Shea of the AR-aO 
He's alarmed by the drive to privatixe. 



Chilean labor minister who launched the 
privatization effort, who's a co-chairman 
of its privatization projeci. 

The Cato Institute's " working group " 
on privatization drew about 30 representa­
tives from conservative and industry 
groups al its first meeting in September. 
Among those sending representatives 
were several Capitol Hill lawmakers and 
the American Bankers Association, the 
American Council on Life Insurance, 
American Express Co., American Iniema­
tional Group Inc., Enron Corp., Interna­
tional Business Machines Corp., the 
Investment Company Institute, Kemper 
Corp., the Progress & Freedom Founda­
tion, Travelers Inc. and 60-Plus, a conser­
vative advocacy group. 

An array of other conservative think 
tanks and interest groups, including the 
Heritage Foundation and Citizens for a 
Sound Economy, are promoting privatiza­
tion. 

The interest in privatization is hardly 
surprising; diverting even 2 percentage 
points of the social securily payroll tax 
inlo such private investments as stocks, 
bonds and insurance products would 
mean an influx of $60 billion a year, lo 
start, into the market. "'The whole finan­
cial industry could stand to make some 
very big money on it," Ball said. "You're 
talking about more than 100 million work­
ers having substantial sums to invest." 

Business inlerests are gearing up lo 
push the issue as well. Representatives of 
the Investment Company Institute testi­
fied at Simpson's hearings this year in 
support of a partial, voluntary privatiza-

Mihe ^ H o f the Cato Institute 
'̂ Hre'reraCrng h." 

tion proposal, and the institute recently 
hired an actuary to tlesh out its proposal. 
The Washington office of Malibu (Calif )-
based Goddard'Claussen/First Tuesday, 
an advertising and issue-advocacy consult­
ing firm, is discussing a campaign to push 
for an overhaul of social security for a 
company in the financial services industry, 
said vice president Robert Tappan, who 
wouldn't identify the client. 

Interest in changing the social security 
syslem is also high in the broader busi­
ness community: the Business Round-
table, the National Association of Manu­
facturers and the U.S. Chamber of Com­
merce have all recently launched task 
forces on social security reform. Among 
other things, they want to head off any 
talk of a payroll tax hike and monitor the 
implications for employer-sponsored 
pension plans. 

GRASS ROOTS AND GREENBACKS 
Meanwhile, the lobbying firm of 

McClure. Gerard & Neuenschwander— 
the name partners are ex-Sen. James A. 
McClure, R-ldaho, and his two top Senate 
aides—is laying plans for the Retirement 
Securily Coalition, which wiil be spear­
headed by vice president Anne C. Can-
field, a former Capitol Hill aide and advis­
er to the Cato Institute's project. The firm, 
which is readying an Internet home page 
and making plans for a direct-mail fund-
raising campaign, wouldn't disclose how 
much it plans lo raise—and spend—on the 
coalition. 

On Capitol Hill, advocales of a major 
overhaul of the syslem are shoot­
ing mainly for small, symbolic 
gains; Simpson and Kerrey hope 
to have the Finance Commillee 
hold hearings on lheir legislalion, 
and, eventually, more co-sponsors 
(only Charles S. Robb, D-Va.. has 
signed on thus far). In the House, 
where John Edward Porter, R-
III., has put partial-privalizalion 
bills in lhe hopper since 1990, 
Republicans Michael N. Casile of 
Delaware and Mark Sanford of 
South Carolina and are also 
working on proposals. 

In the same vein, Rep. Jen­
nifer B. Dunn, a first-term 
Republican from Washington, 
recently attached a little-noticed 
amendment lo a House-
approved measure to repeal the 
"earnings penalty" for social 

I security beneficiaries who work, 
s Dunn's amendment would 
% require the Social Security 
I Administration lo start a pilot 
^ program lhat would automati­

cally provide recipients with the 
data needed to compare the 

benefits they receive with the laxes 
they've paid in The ide;i. an aide to 
Dunn said, is to make older Americans 
aware of the program's looming fiscal 
problems and of the excess of benetits 
they're now receiving over ta.xes paid; but 
It could also serve to ratchet up discon­
tent among high-income voters. 

Although the conservatives who want 
to overhaul social security have made 
some efforts at bipartisanship, some are 
already playing hardball. Despite pleas 
from the White House and key Dem­
ocrats, Senate Republican leaders have 
refused lo acl on the nomination of social 
securily commissioner Shirley Chater to a 
six-year term at the helm of the newly 
independent Social Security Administra­
lion, or that of any of Presidenl Clinton's 
three nominees to its advisory board. 

The defenders of social securily, espe­
cially in lhe seniors' lobby and within 
organized labor, have been taking note. 
More than a year ago, leaders of the 
AFL-CIO, the AARP and the National 
Couneil of Senior Citizens, a labor-affili­
ated lobby, grew alarmed about the tone 
of discussions about social securily ema-
nating from the Kerrey-Danforth com­
mission. "They were starting from the 
point of view that these programs were 
unsupportable. and a big mistake—if not 
a hoa.x—on the American people. " the 
AFL-CIO's Shea said. "We thought that 
was extreme and unbalanced." 

They decided that the threat couldn't be 
ignored. The AFL-CIO commissioned a 
poll on public atliludes ab<.iul soeial securi­
ly; lhe federaiion also put out a four-page 
insert on social security in several union 
publications, sel up a press conference 
featuring labor leaders from Chile and 
Argentina who gave mixed reviews of their 
privatized systems and, along with repre­
sentatives of AARP, mel with journalists 
al several major news organizalions. 

The poll results. Shea said, were en­
couraging, showing continuing high levels 
of support for the program. But the meet­
ings with the joumalists were not. One of 
the authors of Time's article, Suneel 
Ralan, Shea said, complained about the 
negative rate of retum that he and his wife 
would receive from social securily. "He 
said he would make more if he could 
invest the money privately and do the 
economy lots more good," Shea said. " I l 
really floored us to understand lhal there 
was a group of younger, well-educaled 
Americans who really were angry." 

For believers in lhe syslem, the conflu­
ence of free-marketers, budget hawks and 
disgruntled elites is worrisome enough. 
Toss in Wall Street's bottomless pockets 
and you've got the makings of a real 
movement. "This may be a case," Ball 
said, "of self-interest and ideological bent 
coming together." 
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SOCIAL SECURITY 
(Draft for NCOA Annual Conference) 

Roaff irming its strong support of the present Sooiel Soourlty system and its 
fundamental agreement with policy positions of the 1995 WNte House Conference on 
Aging ihtit the program's current structure and purposes should be strengthened and 
maintained wrthout.means-testing, with unjyersal coverage and with continued 
protection againŝ t inflatl̂ ^̂  of iMng adjustments), the National Council on the 
Aging nevertheless considers it imperative that the Administration and the Congrbss 
take early a(̂ ion to address the lorig term future of the Social Security cash benefit 
systenT l̂ii tî i'ii of the imminence of major proposals to assure that the system will 
achieve the long term solvency now threatened by the future benefit eligibility of the 
75 million individuals comprising the so-called 'Baby Boom' generation, NCOA firmly ^ 
believes that: 

(I) Social Security should not be replaced in wtiole or part wtth Individually 
controlled accounts because of the adverse effect or such privatization on lower 
income woricers, unknown market Impacts of such an Initiative, and the Increased risk 
that Investment revenue might not be adequate to provide the system's guaranteed 
levels of Income security. and 

(II) the increased revenues required to achieve and maintain actuarial balance 
should and can be derived from recourse to some or all of a combination of measures, 
Induding ttie extanskxi of coverage to state and \ocai govemment workers not now 
participating in Sociai Security, fuller taxation of Social Security benefits as part of 
beneficiaries' federal income tax obligatione, increases in ttie taxable wage base for 
both employers and empk)yees. accelerated phasing in of the planned nonnal 
retirement age increase to age 67, acceptance of smaller cost-of- Iving benefit 
adjustments but only if justified by objective study and analyis. graduated increases in 
the Social S e a ^ taxable wage base (but not beyond 1% to ttie year 2060), and 
inveatmont of a modest portion of Social Security trust funds in private equity and debt 
instruments tp increase trust fund returns beyond histork̂ l rates. 



THE WHITE HOUSE 

W A S H I N G T O N 

March 21 , 1996 

MEMORANDUM TO THE PRESIDENT 

From: Laura Tyson 
Gene Sperling 

Subject: Social Security Responses 

I . DEVELOPING COMMON TALKING POINTS ON SOCIAL SECURITY: As you 
are aware, members of your Administration have recently had to respond to questions about 
the long-term solvency of Social Security. This has been driven by two occurrences: First, 
several Republicans, including Steven Forbes, have called for diverting a portion of Social 
Security to Individual Retirement Accounts or IRAs; second, and most prominent, there have 
been public reports ~ and even a two-evening CBS evening news segment ~ on the expected 
recommendations of the Social Security Advisory Council. As you recall, the Quadrennial 
Advisory Council on Social Security is an independent, bipartisan council which you 
appointed in 1994 to consider long-term issues related to the Social Security system ~ 
specifically, which approaches are best to ensure solvency over a 75 year forecast period. 
We expect that the current Council will release a report in the near future. At that point, the 
Administration will review their options or recommendations. 

Because of these events, we anticipate that Administration members may be asked to 
comment on the Social Security Advisory Coimcil recommendations, and we want to ensure 
that we are speaking in one voice. We wanted to show you the current talking points, explain 
the policy and political goals behind them, and see what next steps or additional information 
you needed. 

IL BACKGROUND ON LIKELY OPTIONS: As was reported in the January 19, 1996 
Weekly Economic Briefing, recent estimates suggest that the total income, including interest 
on accumulated assets, will continue to exceed payments until 2020, and that the shortfall will 
be covered by drawing down assets until the trust fund is exhausted in 2030. Even after that, 
the revenues would meet about 75% of the program's costs. Under the current economic 
assumptions, the 75 year projection shows a deficit of 2.17% of taxable payrolls. Currently, 
the employee and employer each pay 6.2% — or 12.4% cumulatively. The "2.17 deficit" 
refers to how much the 12.4% payroll taxes would have to be raised to maintain 75 year 
solvency. // is a measurement figure and is meant by those who use it as a recommendation 
that any or all of fhe gap be filled by raising payroll taxes. 



Our current understanding is that no consensus recommendation will be reported from 
the Advisorv Council, but that they will instead report three separate plans. The plans do 
have a few elements in common. While we can send you a ftiU explanation of each option, 
we very briefly list below the main items that are considered in each plan. As you can see. 
this entire area is highly charged and controversial, and dealing with this issue will only be 
plausible if there is a non-political, bipartisan process. 

The recommendations in all three options are: 

• 0.5% increase/adjustment to the CPI. 
• Expanding Social Security coverage to all new state and local employees now 

covered by Social Security. 
• Increasing the extent to which Social Security benefits are counted as taxable 

income. 
• Investing a portion of the Trust Fund in equities. 

In addition to these common elements, the following elements are recommended by some of 
the members: 

Option 1: This plan relies on the elements listed above and includes no private 
accounts. 

Option 2: 

• Raise the retirement age to 68. 
• Reduce benefits for upper-income recipients. 
• Require 1.6% increase in payroll taxes above the current amoimt and require 

this 1.6% be put into a private account. 

Option 3: This is the largest move toward privatization. 

• 5% of the payroll is put into a private IRA and managed by private 
investment companies that would ftmd annuities. 

• The remaining 7.4% would cover a smaller, flat retirement benefit plus 
survivor's and disability benefits. 

IIL OPTIONS FOR GOING FORWARD: 

As mentioned above, to ensure that the Administration was speaking in one voice, a 
working group of the NEC, DPC, Treasury, OMB, CEA and Labor Department has come up 
with suggested talking points. The talking points are attached, and we wanted you to see them 
to ensure that you feel we are on the right track. 



The general feeling of many of those who put the talking points together was that the ^ 
best policy and the best politics would be to make clear that we oppose efforts to privatize 
Social Security, undermine it, make it voluntary or less dependable, but then avoid giving 
definitive opinions on specific elements in specific proposals or define exactly what we feel 
constitutes "privatize," "undermine," or make "less dependable." 

This approach makes clear that we are opposed to efforts that would privatize or make 
Social Security riskier ~ that we are not recommending any of these elements. By not giving 
specific opinions on specific elements, we avoid being drawn into discussions on what 
changes we would need, while from a policy perspective, we do not unnecessarily take 
options off the table that could be part of a bipartisan recommendation next year. 

Another option would be to take firmer posifions against some of these provisions. 
The benefits of this would be that we would be unlikely to support some of these proposals 
and our strong opposition could be both an affirmative part of our 1996 agenda as well as 
insurance against anyone suggesting that we would support such provisions. The downsides 
to a harder approach are that once we criticize too many elements, it could create pressure to 
answer "what do we propose," and from a policy perspective, we could serve to take too 
many options off the table. [Two specific issues that need thought: we have heard you may 
wish to take equity investment off the table. Furthermore, you opposed raising the Social 
Security age in October, 1994.] The other problem may be that when we take certain opfions 
completely off the table, does it leave the impression that the ones we don't specifically 
oppose are ones that we are considering? 

A third option is to consider recommending a bipartisan commission for 1997. This 
could provide a process answer to the Social Security issue, yet it could also raise the profile 
of the issue and be seen as recommending a commission to follow-up on a commission. 

In terms of how to proceed, please consider the following options, which are not 
mutually inclusive: 

1) Use current talking points with your edits. 

2) Take a clear stance against some of the proposals. 

3) Receive serious pros and cons of the specific elements in the Social Security 
recommendations from your economic team, with a possible follow-up discussion. 

4) Look at options for proposing a commission. 

5) Set up meeting to discuss matters with policy advisors following pro-con memo. 



TALKING POINTS ON SOCIAL SECURITY 
March 21, 1996 

Q: What is the Administration's position on these recommendations? 

A: Social Security is one of our most successful programs. It is the bedrock of 
retirement for tens of millions of Americans. A Social Security check is all that keeps 
13 million older Americans from poverty. Social Security has helped cut elderly 
poverty by more than half since the 1960s. In 1966, the poverty rate among our older 
Americans was 28.5 percent; today, it is 11.7 percent. 

Oppose Privatization or Undermining Current Social Security System: The 
Administration strongly opposes efforts to move Social Security toward a private or 
voluntary system that would not provide the same true security in the future that it has 
provided for millions of older Americans over the last several decades. 

Need Non-political, Bipartisan Review of Overall Steps Needed To Continue 
Long-term Viability of Social Security: Although Social Security will remain on firm 
financial footing for many years, we agree that steps will have to be taken to ensure 
its long-term solvency. Any specific steps must be judged within the context of an 
overall, bipartisan, non-political effort to secure Social Security. Commenting now on 
specific options that might be part of these overall steps would be counterproductive. 

Q: Does the Administration support the proposals by Forbes and others to allow people 
to use a portion of their payroll tax to set up their own IRAs? 

A: These are proposals that the Administration has not supported and is not currently 
considering. We will not support proposals that would lead to the privatization of 
Social Security or undermine its dependability. Our general position is not to 
comment on hypothetical elements of any ftiture overall proposal, but to encourage a 
strong bipartisan process for devising a plan to continue the broad national support 
that exists for our current Social Security program. 



1 Q: Would the Administration ever consider any proposal that allowed people to use part 
I of Social Security in private savings accounts — as even Senator Kerrey has supported? 

A: We oppose proposals that seek to privatize Social Security or make it voluntary. 
Yet, as mentioned before, our general position is not to comment on hypothetical 
elements of hypothetical proposals or to discuss exactly which proposals constitute 
privatization and which don't. Our general position is that we oppose privatization of 
Social Security and that we want this discussion to take place in a non-political 
context where elements are being judged in the context of overall bipartisan plans. 

Q: But there are serious problems with Social Security. Is the President going to have 
recommendations this year on how he would handle this? Isn't it irresponsible for him 
not to address these recommendations during the Presidential campaign? 

A: As the President has long said, there are long-term financing concerns, and 
they need to be dealt with in a bipartisan context in the most non-political 
atmosphere possible. 

We Have Time. This Shouldn't Be Part Of Election-Year Politics. The Social 
Security system is sound well into the next century; it will be able to pay benefits 
through the year 2030. Ensuring the long-term solvency of Social Security is a 
complicated and important issue. We should take advantage of the time we have to 
address it in a reasoned, rational, and bipartisan maimer. It should QQI be caught up in 
election-year politics. This year's Congress would do well to focus on the urgent 
issues before it, such as balancing the budget, welfare reform, and health care 
insurance reform. 

Q: Does the Administration support proposals to allow Social Security funds to be 
invested in the stock market in order to bring the Social Security system higher returns? 

A: As we said, we will oppose proposals that undermine the current publicly managed 
and collective namre of Social Security or proposals that would make it less 
dependable for all Social Security recipients. There are some very serious questions 
that would have to be answered before any of these proposals could be recommended. 
Again, we believe the best way for this discussion to take place is in a bipartisan, non-
political context where we are looking at the viability of the whole plan and not have 
debate over hypothetical elements in the middle of an election year. 
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L O B J U i g e l e a T i m e s F r i d a y , March 15, 1996 

PERSPECTIVE ON THE BUDGET 

A Fair Flat Tax to Rally Behind 
Get rid of the 
high-earner exemption 
in the Social Security tax; 
cut the rate but apply it 
to all eamed income. 
By MICHAEL DUKAKIS 

Steve Forbes hoped to ride into the 
White House on a flat income tax 
with a low-earner exemption. He 

apparently had a lot of company, at least 
on the Republican side of the street. 

Of course, when you look at it closely, 
the flat tax is nothing more than another 
attempt to give a huge tax break to 
wealthy taxpayers like Forbes. But it 
sounded good, at least when he first pro­
posed it, and it transformed him, at least 
temporarily, into a serious challenger for 
the Republican nomination. 

Suppose, however, that a candidate for 
the presidency ran on a plan for a flat tax 
with a high-earner exemption. We'd 
think he was oul of his mind. 

Yet that's exactly how the Social 
Security lax works. We pay a flat tax of 
S.2% cn every dollar we make, up to 
$62,700. All wages above that are 
tax-exempl. 

The high-earner exemption is as 
regressive as it sounds. And it's taking a 
huge chunk out of the wages of average 

working Americans. A 
worker making $60,000 a 
year pays eight times the 
rate paid by someone pulling 
in a half-million a year and 
80 times the rate paid by 
someone making $5 million a 
year. To put it another way: 
A $60,000 earner pays 6.2% 
on all her earnings; a 
$500,000 earner pays the 

6.2% on the first $62,700, which is 0.78% 
of all his earnings, and the earner of $5 
million pays the same, which is 0.078% of 
his earnings. 

It's bad enough that working middle-
class Americans are feeling less and less 
secure. For those lucky enough to still 
have a job in these days of massive cor-

'More than haif the people in 
this country pay more in 

Social Security taxes than 
they do in income taxes.' 

pcrate do'.vnsizing, the Socia! Security 
tax is the unkindest cut of all. 

In fact, more than half the people in 
this country pay more in Social Securily 
taxes than they do in income laxes. And 
you can bet they aren't among the 

wealthiest 20% to whom virtually all 
income growth has gone since 1980. 

What can we do about it? It's as simple 
as it is common sense. Get rid of the 
high-earner exemption, cut the Social 
Security tax rate and apply it to all 
earned income—just what the flat-
taxers say they want to do to the income 
tax. 

If we made this one move, the Social 
Security flat tax rate would decrease by 
12%. Everyone earning less than 
$82.000—that's more than 97% of 
American workers—would get a tax 
break. It wouldn't increase the federal 
deficit one dime. But i l would eliminate 
the necessity for the kind of tax cut that 
budget negotiators are wrestling with, 
which would add billions to the deficit. 

Lower taxes for the overwhelming 
majority of working Americans. Height­
ened fairness. A fiscally responsible tax 
cut for the middle class. These are the 
goals that all fair-minded Republicans 
and Democrats should be able to support. 

Of course, people like Steve Forbes 
would have to pay the same rate as the 
rest of us. But wasn't that the principle 
behind the flat tax in the first place? 

Michael Dukakis was the Democratic 
nominee in the 2988 presidential election 
and served three terms as governor oj 
Massachusetts. He is currently a visiting 
professor at UCLA's School oj Public Pol­
icy and Social Research. 

Nelson: 

Keep in touch-- and keep slugging. 
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TIMES BOARD OF ADVISERS ROBIIKT iliSNru 
II. I. 

Kerrey-Simpson Package Would 
Destroy Social Security Benefits 
Politicians wiih axes to grind frighten us with 

tales of the .Social Security system going 
bankrupt. By the year 2030. wc are told, 

retirees will not be able lo get all of their premised 
benefits. 

The latest in that genre—Sen. Bob Kerrey 
(D-Neb.) and Sen. Alan K. Simpson (R-Wyo.)-
promote their new package of hills in Congress, 
which would cure the system with major amputa­
tion. In the process, they would deprive the elderly 
of a major part of their retirement income, threaten 
the security of what is left and injure the economy 
for all. 

The issue is not the presumed balances in the 
Social Securily trust fund. There are indeed no 
piles of $100 bills in the fund waiting lo be paid out. 
The money is essentially an accounting fiction, 
entries in computers lhat can easily be replaced by 
new fictions, new entries in computers. For 
example, if lhe Irusl fund—currenlly financed by 
our payroll taxes and "interest" on the accumulat­
ed balances—were short, we could simply double 
the rate of interest that the Treasury credits lo 
existing fund balances, or credit, for example, 10% 
of our income taxes to those funds, in addition lo 
the payroll taxes lhat already go there. Presto! 
Balance—indeed, surplus-now and forever. 

Conversely, of course, if the economy were no 
longer producing, perhaps because of a war that 
destroyed our productive facilities, the balances in 
the trust fund would nol do the elderly—or 
anybody else—any good. 

A reai issue is the declining ratio of young 
working people to elderly retired people that 

we can expect in the decades ahead. For the nalion 
as a whole, a trust fund, governmental or private, 
will not feed those not working. We cannot eal 
checks or currency. Somebody must work to bake 
the bread lhal those nol working wish lo eat. And 
those working must be willing to give or be 
coerced into giving those nol working an appropri­
ate share of that bread, 

The declining ratio of young workers lo elderly 
retirees will be balanced somewhat by the project­
ed decline in the proportion of non-working 
children. Thus, the ratio of workers to non-work­
ers will not decline as much as some fear mongers 
imply. And to the extent to which it does decline, 
there are remedies. 

One. rarely mentioned, is to encourage people to 
have more children who will be working in the 
year 2030. Aside from the coercion ot limiting the 
use of contraceptives or of choice regarding 
abortion, this might email allowances or tax credits 
for children and government provision for child 
care from the earliest ages. The latter would have 
the added advantage of encouraging more women 
to enter the labor force. 

Another remedy would be the encouragement, 
rather than the limitation, of immigration. Most 
immigrants come here looking for work. They and 
their offspring would swell the work force for 
decades. 

We might also think again about our tolerance of 
unemployment, whether structural or due Lo 
misguided efforts to slow the economy in the 
interest of fighting inflation. Prosperity—along 
with education and training programs that make 
all of our population productive members of 
society —would go a long way; they'd even swell 
that truat fund, for whatever that is worth. 

And wilhout forcing the elderly i.o work, wc 
could remove governmental impcdinionis to tlioir 
working. We might look again at the provision 
whereby Social Sccuriiy benefits are delayed for 
those who chose to work between tho ngcs i.-f (12 

ROUKRT r.lSNER Is WiUicim 
R. Kenan pn)fessor crnei itiis of 
economics <il Noiiltwsicin 
University in livnitsion. Ill He 
is rhe tiiiilior of " The 
Misunderstood llconnin v: 
Whtir Counts Iind llow to 
Coimt It." 

and 70 and have significant earned income. 
The Kcrrey-Simp.son proposal would accomplish 

few or none of these fundamental improvements. 
Rather, it would drastically reduce benefits in the 
name of "saving" them. 

• l l would immediately cul 0,5% from the 
cost-of-living index each year, so that in five years 
benefits would be down by 2.5% per year, by 
establishing a commission that might bring about 
even greater cuts. If the 0.5% cuts were continued, 
in 20 years that would mean a reduction of about 
10% in benefits. 

• An even more severe cul would be imposed by 
limiting cost-of-living adjustments for the top 70% 
of benefit recipients to the amounls received by 
those in the 30th percentile. This would have the 
insidious effect of converting Social Security from 
an entitlement for all who contribute into a 
program giving full benefits only to the poor. That 
would gravely endanger its mass, middle-class 
political support. 

• The Kerrey-Simpson propo,sal would permit-
and in one bill, mandate—employees to divert two 
percentage poinLs—almost a third—of their 6.2% 
payroll contributions to private investmenl funds, a 
step that would immediately drive the Social 
Security trust fund sharply inio the red. It would also 
have the fund invest 25% of its a.ssels in corporate 
equities—a new move toward socialism? These 
changes would subject a significant part of retiree 
benefits, to the uncertainty of the stock market, 
sharply cut federal revenues and increase outlays. 

• Would this new imbalance be corrected by increases 
in income tax rates or further drastic cuts in 
programs for education, research, health and every­
thing else? Do we really want cither? 

• Kerrey and Simpson would sharply reduce 
benefits for the baby boom generation and their 
children by gradually increasing the age of full 
eligibility, now 65, from the already legislated 67 to 
all of 70 years. Given normal life expectancies, this 
would prevent millions of Americans—particularly 
middle-class men —from ever receiving benefits, 

The fundamental theme of the Kerrey-Simpson 
proposal —that it is a move from "a consump­

tion-based system into a system lhal encourages 
.saving and retirement" —is fallacious. Kerrey and 
Simpson would do nothing for national saving and 
investmenl; it's not clear lhat their plan would 
increase private saving, :ind Ihoy would only 
increase public dissaving by forcing the govern­
ment lo borrow more from privale investors. 

The way to "save Social Sccuriiy" is lo onsurc — 
as 1 believe is ullimatoly likely —lhat in the 
decades ahead our economy will grow vigorously. 
Our working population will then be sufficiently 
prosperous lo he happy —as they have heen for 
more than half a century —lo ;iccord lheir parents 
and grandparents the security they have every 
right lo expect. Meanwhile, our Social Securily 
.system, nrguably the most oiTicicnl insurance 
system of any kind in the world, ain't broke. Lei's 
nol fall for schemes lo take il aparl in the guise of 
"saving" il. 
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Important, iiiunbors for COLA Interviews 

o ^BL percent increase 
\«^ t j<- i . ^ t ^ v^H^i ^ - 9 

I t f i B t m i - n i i l l II ! | i | | i i 1 ( 1 1 1 i i f i T ) ^y,*^ • i - - ^ 
4A TO 

o Afferr.e ## million Social Security beneficiorLea and 6.S 
mi 1,1, ion 551 recepients 

o Average^monthly bcnctit for a retiree increaaes from PttB ^ <^ ', 

o SSI maximum individual rata climbs from ?W8/ano. to S*ffff/mo ^ /^t'-^ 

o Incroauo based on CPI-W increaae from 3r.d quarter of t,o 
3rd quarter of -^ttS; aucoitiatic each year aince 1975 

o Firot yoar cost of COLA (increaaRtl bPncf.iL payments) • ^ • i ^ 
TML.i\ billion . ^^'\3f 

0 SSA also announced increased wage baac upon wliich earningrt 
T subject to Social Security tax from !i5B̂ 9E?D Lo STSS^BC 

o Only att'ectB percent of American workers million 
out of the miilion paying into ;>'«c;i.̂il Sftcuri Ly) 

o Social Security pays benefits au follows: 
- Retirement program—9i million benol, iciaries?-> 5/ 

Diaability profjram—••^million beneficiaries-?^ 
Survivors program--H*^ mil lion benef vc < ariea ^ 

(About million children collect benof llu under the threo 
programs.) 

o Small COLA represents low inflation which tranalates into 
good news for Lhe elderly and disabled for live on fixed 
incomes 

o Woro ic not for Social Security, the poverty rate for older 
Americans would be over 50 percent instead ot,. 13 percent 

o For 15 million people. Social Security x% the barrier that 
separates thorn from poverty 

ai -woaj si» = 60 es-ei-ioo 
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NewsRdg^ 
SOCIAL SECURITY 

Sutement of Shklcy S. Cbtter 
CommlMioocr ol Social Security 

1997 CoBtmf-Uving Adinrtmait to Socisl Security Benefit* 

The continuation of low inflation is good news for all Americans, 
p a r t i c S for those, such as the dderly and disabled, living on hxed 
incomes. 

This marku the 23rd consecutive year that the infUtion-adjustcd 
lutoiJJidc cost-of-Uving Increase ha. contributed to greater economic 
security for those receiving Social Security benehts. 

0PT1QHM, FtWHM|T«| 

FAX TRANSMITTAL 

] 
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N 5WS Release 
SOCIAL SECURITY 

yOR IMMEDIATE RELEASE Phil Oanibino or Tom Marganau 
Ha<!noaday, Oct. IS, 199n (410) <)fiS-8904 (202) 482-7145 

1997 a :IAL SBCmiTY CBMIOBS AMNOUKCBD 

Social Securicy C tvniaBloner Shirley s. Chater announced today 

Chat Social Security ai . Supplemental Security income benafits will 

increaae 2.9 percent, beginning witb the payments that'Social Security 

beneficiaries receive Jan. 3 and 681 recipients receive on Dec. 31. 

The automaclc cost-of-living adjuatnent is made annually. 

For Social Security benafloiaries, the average monthly benefit 

amounc for a l l retired workers will rise from $724 to 

$745. The maximum federal 881 monthly payments rn an individual wi l l 

rise from $470 to $464. For a couple, the maximum federal SSI payment 

will rise froRi $705 to $726. 

Social Security and SSI benefits increase automatically each yoar 

baaed on the rise in the Consumer Price Index for Urban Wage Samara 

and Clerical workers (CPI-W) from the third quarter of one year 

through the corresponding period of the next. Thia year's Increase in 

the CPI-W was 2.9 percent. 

« « 

NOTE TO CORRBSPONUKMTS: A fact sheet showing the e f fec t u£ tlie 
various aucomatic adjustments i s attached. 

coptca of aoat 9SK pxa** rtXMMa, «i otner Social Hvcurlty 
InfonaclM icatlatioB. a<* avallkbla at aSA'a Xncanae alt*. 

Social a««urity OallM. ac Aerpr//«w,laa.JOV 

HOWd ' O I =WOaH Sfr=60 S 6 - 3 X - X 3 0 
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Eact sheet 
SOOAL SECURITY 

Shirley S. Chater, Commissioner 

Phil Cambino or Tom Margenau 
(410) 965-S904 (202) 482-7145 

1̂ 97 aogTAL gacmTTV ciixiicBa 
J 

O C e a t - O f - L i v l B f f Ad-funt-aii»nt: feOIA> i 

Based on the increase in the Consumer Price Index (CPl-W) from 
the third quarter of 1995 through the third quarter of 1996, 
Social Security beneficiaries and Supplemental Security Income 
(SSI) recipients received a 3.9 percent COLA for 1997. Other 
important 1997 Social Security information is as follows: 

1996 \9tl 

o TM Baft 

Employee 7.6S% 7.65% 

Self-Employed 15.30% ?15,30% 

HOTS: The 7.65% represents the combined Social Security and 
Medicare tax rate. The social Security portion (CA8DZ) 
is 6.2Q% on wages up to the applicable m&xisum taxable 
amount (see below). The Medicare portion (HI) la 1.45% 
on a l l wages. 

O T̂ T-T" Keminae Taxable i 
I 
V 

Social Security (OASDI only) $62,700 $65,400 

Medicare (HI only) No L i m i t * 

•The maximum was eliminated by the "ftmibus Budget Reconciliation 
Act of 1993.' 

o Quarter ef rcrraraae; 

9640 $670 

SSA PKSS Office 932 Altmeyer Bldg. 6401 Secunty Blvd. BaltLnoie, MD 21235 410.965-8904 Faa 410-966-9973 

Hovd =ai =MoaJ a s - e i - i o o 
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Rittroafrt ftflrnlnga It-*; •'Tipti ftrminftr: * 
Age 65 thru 69 

under age 65 

$X2,500/yr, 
t$l,047/mo.) 

$ B,280/yr. 
($69a/mo.) 

813,500/yr. 
{$l,125/mo.} 

$ 8.640/yr. 
(S720/mo.) 

•NOTB: For people age 65 through 69, the exen^t amounta for both 
1996 and 1997 were established by legisiacion enacted 
March 39, 1996. For people in this age group, $1 in 
benefits w i l l be withheld for every $3 in earnings above 
the limit. For people under age 65, $1 w i l l be wlthbald 
for every $2 in earnings above che limit. 

MaXlaUa flOOlal SaBUrity BanagitI worker Ran ring at Ayn K5 in 
awnnwry of 1996 and 1997i 

afll Federal Paynent Btandardi 

Individual 

Couple 

HUT »»^r,«. I.imifm. 

Individual 

Couple 

$l,240/mo. 

$470/mo. 

S705/mo. 

$2.000 

83,000 

*$l,32S/mo. 

$4a4/no. 

$726/mo. 

$2,000 

$3,000 

Avereye Monthly floeial Saougltv Benefltai Bafore and Afeer the 
Dar«mb«ir H 9 S COLA: 

A l l Retired Workers 

Aged Couple, Doth 
Receiving Benefits 

Widowed Mother and 
Two Children 

Aged Widow(er) Alone 

Disabled Worker, Spouse 
and One or More Children 

A l l Disabled Workers 

Before 

$ 724 

$1,220 

$1,436 

$ 687 

$1,136 

8 684 

Af car 
3.9% COLA 

$ 745 

31,256 

91.478 

$ 707 

$1,169 

. $ 704 

a I WOad 9fr=G0 96-9X-130 



Actuarial A/ia/ys's 

° ' (in mousandsl 

5 ^ R ( 1 workers and au7iharie7 

Wile-
Worker husband Child 

Calendar year WorKe. 

Historical data: , 59 
1945 . , 7 7 , 508 
1950 4 4 7 4 1.192 
1956 a'061 2.269 
1960 i i ' i o i 2,614 
1965 1V349 2.668 
1970 ^ 5 8 8 2,867 
1975 ; | 5 6 2 3,016 
1980 0 0 4 3 2 3.069 
1985 0 2 9 8 7 3.088 
1986 O1440 3 090 
1987 , i ' 8 5 8 3,086 
1988 9 4 3 2 7 3.093 
1989 ^^-838 3.101 
1990 55 289 3,104 
1991 5 | 7 5 g 3,112 
1992 OK 104 3.094 
1993 | ° - 4 0 8 3.066 
^ . : 26:673 3.026 

2000 f^\fa, 

? ° f 5 5 3 : 9 0 2 

2 0 3 0 : : : : : . 58.993 

2035 62:896 
12̂ 1 63,573 
20^5 64,894 
2050 g7 028 
f ^ l 6 9 , 2 9 2 
2O0U fxo4 

^""^oof i^" ' 33.250 

20?̂  • • fs'^'. 
2005 

f o ° 5 ' 6 . 3 2 8 
2 0 2 0 : : : . . 58.603 

2025 l l f e ^ 
2030 ^3-3^2 

ISo: : : : : : . 62.216 

67,737 

f f ^ l 3 3 , 2 5 0 

or,70 4 b , a 4 i 

Total 

13 
46 

122 
268 
461 
546 
643 
639 
457 
450 
440 
432 
423 
422 
426 
432 
436 
440 
442 

3.017 
2.976 
2,922 
2,735 
2.603 
2,460 
2,490 
2,487 
2,448 
2.371 
2,345 
2,367 
2,456 
2.548 
2,614 
2,659 

2,620 
2,347 
2.270 
2,269 
2,234 
2,171 
2,084 
2,054 
2,069 
2.143 
2,212 
2,265 
2,313 
2,620 
2,347 
2,270 

448 
463 
476 
548 
619 
694 
744 
773 
791 
793 
801 
811 
834 
861 
860 
865 

94 
314 
701 

1.544 
2,371 
3,227 
3,889 
4,411 
4,863 
4,931 
4,984 
5.029 
5.071 
5,111 
5.158 
5,205 
5,224 
5.232 
5,226 

5.263 
5.331 
5,447 
6,540 
5,635 
5,725 
5,798 
5.823 
5.826 
5.818 
5,835 
5,842 
5,848 
6,837 
5,855 
5,906 

121 
169 
292 
401 
472 
523 
582 
562 
372 
350 
329 
318 
312 
304 
301 
294 
289 
283 
275 

552 
629 
716 
781 
827 
864 
884 
913 
948 
996 

1.037 
1,069 
1,098 
562 
629 
716 

377 
663 

1,154 
1,677 
2.074 
2.688 
2,919 
2,610 
1,917 
1.875 
1,836 
1,810 
1,780 
1,776 
1.791 
1.808 
1,837 
1,865 
1,884 

6 
15 
25 
36 
35 
29 
21 
15 
10 

9 
8 
7 
6 
6 
5 
5 
5 
4 
4 

1,288 
3,477 
7,961 

14.157 
19,128 
23,030 
27.509 
30,814 
33,120 
33,690 
34,126 
34.539 
35.012 
35,669 
36,074 
36.614 
36,990 
37.298 
37.529 

277 
279 
271 
252 
236 
230 
231 
229 
225 
219 
214 
210 
206 
202 
197 
193 

5,509 
5,610 
5,724 
5,819 
5.860 
6,831 
5,775 
5.737 
5,697 
5,681 
5,683 
5,738 
5,840 
5.509 
5,610 
5,724 

1,916 
2,002 
2,055 
1.960 
1,865 
1,624 
1.815 
1,811 
1,799 
1,780 
1,756 
1,734 
1.714 
1.692 
1.670 
1,648 

4 
3 
2 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 

266 
242 
232 
233 
236 
237 
238 
240 
244 
249 
254 
258 
261 
256 
242 
232 

2.094 
2,083 
2,118 
2,181 
2,249 
2.302 
2,334 
2,365 
2.407 
2,455 
2,602 
2,545 
2.588 
2.094 
2.083 
2.118 

37.907 
39.178 
41.288 
44,984 
51.026 
58,380 
64,982 
70.119 • 
73.044 
73.880 
74.526 
75,860 
78.088 
80,426 
82.233 
83.754 6r^ 

3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 

44.284 
50.023 
57,005 
63,182 
67,727 
70.012 
70,292 
70.594 
71.680 
73.743 
75.948 
77.865 
79.841 
44.284 
50,023 
57,005 
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Assumptions & Method'̂  

"-^.^ f . " " " ' ' " " J ' * " """iber of benefe program by type of benefit. icianes under the DI 

u y A i i e r n a t i v e , C a l e n d a r Y e a r s 1960 -2070 
[ In thousands] 

Calendar year 

Historical data 
I960 . . 
1965 . 
1970 
1975 . 
1980 . 
1985 . 
1986 . 
1987 . 
1988 . 
1989 . . 
1990 . 
1991 . . 
1992 
1993 . 
1994 . 
1995 

InlerrDediale 
1996 
2000 
2005 . 
2010 
2015 
2020 
2025 . . 
2030 
2035 . 
2040 
2045 . 
2050 . 
2055 . 
2060 . . 
2065 . 
2070 

Low Cost 
1996 . 
2000 . 
2005 . 
2010 
2015 . 
2020 
2025 . . 
2030 . . 
2035 . 
2040 
2045 . 
2050 . 
2055 . 
2060 . 
2065 . 
2070 . 

Disabled 
worker 

Auxiliaries 

455 
988 

1.493 
2.489 
2,859 
2.656 
2,727 
2,786 
2,830 
2,895 
3,011 
3,195 
3,468 
3.726 
3.963 
4,185 

4,429 
5,391 
6,650 
7.888 
8.612 
8,926 
9,292 
9.289 
9.242 
9,408 
9,921 

10.222 
10.424 
10.370 
10.408 
10.556 

4.378 
5.035 
5,841 
6,747 
7,154 
7,289 
7.517 
7,490 
7,456 
7.613 
8.056 
8.361 
8,629 
8,758 
9,015 
9,372 

Wife-
husband ChikJ 

77 
193 
283 
453 
462 
306 
301 
291 
281 
271 
266 

266 
271 
273 
271 
264 

233 
239 
262 
268 
259 
263 
285 
287 
283 
279 
291 
298 
307 
307 
307 
310 

231 
224 
232 
217 
197 
188 
197 
194 
190 
188 
197 
204 
213 
217 
222 
229 

155 
558 
889 

1,411 
1,358 
945 
965 
968 
963 
962 
989 

1,052 
1,151 
1,255 
1,350 
1.409 

1.458 
1,600 
1,789 
1,735 
1,692 
1.659 
1.671 
1,701 
1.728 
1.750 
1.767 
1.782 
1.802 
1,818 
1,833 
1,846 

1,441 
1.508 
1.595 
1.515 
1.462 
1.443 
1.479 
1.540 
1.599 
1.647 
1.698 
1.755 
1.822 
1,887 
1,951 
2,014 

Total 

687 
1,739 
2.665 
4,352 
4.678 
3.907 
3.993 
4,045 
4.074 
4.129 
4.266 
4,513 
4,890 
5,254 
5.584 
5.858 

6.121 <^^f: :r 
7.230 
8,702 
9.891 

10,563 
10,848 
11.248 
11.277 A — 
11,253 ^ 
11,437 
11.978 
12.302 
12,533 
12,496 
12,548 
12,712 < ^ 

6,049 
6,767 
7,668 
8,479 
8,813 
8,920 
9,193 
9.225 
9,245 
9.448 
9.950 

10.320 
10.663 
10,862 
11.188 
11.614 

III 
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SOQAL SECURITY 
office of the Commissioner 

A p r i l 21, 1995 

MomoranduiB f o r LeeAnn Inadomi and Molly Brostrom 

noVLi Brian Coyne 

social Seourity Administration 

REt HHITE HOUSE CONFERENCE ON AGING 

DATES April 21, 1995 

Attached, please f i n d our summary of agency accomplishments 
and i n i t i a t i v e s on issues of concern to seniors which was sent t o 
White House Cabinet A f f a i r s a few weeks back. Since t h i s 
document was sent, I would l i k e to update a few items™ Below, 
please f i n d my comments to supplement the previous document: 

1) independent Agency. The Social Security Administration 
o f f i c i a l l y became an independent agency on March 31, 1995. As an 
independent agency. Social Security w i l l have increased 
v i s i b i l i t y and accountability i n the policy-making process. I t 
w i l l also provide greater opportunities to develop stronger 
bipartisan relationships between Republicans and Democrats as 
well as between the Executive and Legislative Branches on issues 
a f f e c t i n g Social Security. Creating a strong bipartisan climate 
on issues a f f e c t i n g Social Security i s c r i t i c a l to the long-term 
success of the program. 

2) Reinventing Government (REGO I I ) . The vice President announced 
a package of i n i t i a t i v e s for reinventing the Social Security 
Administration. The proposals included, among other items, that 
a l l future beneficiaries would receive t h e i r monthly checks on 
staggered dates. Presently, a l l beneficiaries receive checks on 
the t h i r d of each month. This creates tremendous peak workloads 
for the agency and makes i t d i f f i c u l t for the agency to provide 
world-class service. Recognizing that current beneficiaries 
count on t h e i r check on the t h i r d of each month, there w i l l be no 
change i n payment dates for these beneficiaries unless they 
volunteer to change t h e i r payment date. Other i n i t i a t i v e s of 
int e r e s t t o seniors include phasing i n d i r e c t deposit of benefit 
payments which w i l l lessen the number of l o s t or stolen checks; 
and allowing personnel offices of large companies t o provide one-
stop shopping f o r the f i l i n g for retirement and Medicare benefits 
as part of t h e i r f i l i n g for company pension benefits. 

SOCIAL SECURITY ADMINISTRATION WA.SHINGTON DC 20254 
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3) Sooial security and Medicare Trustees Report. On A p r i l 3, 
1995, the Social Security and Medicare Board of Trustees issued 
t h e i r annual report on the status of the t r u s t funds. The 
reports stated that there are adequate funds i n the Social 
Security Trust Funds to pay f u l l benefits through 2030, or 35 
years from now. This i s an increase of one year over l a s t year's 
report, which projected that there were s u f f i c i e n t funds through 
2029. The Trustees also stated that the Hospital Insurance Trust 
Fund (Medicare) would be unable to pay f u l l benefits a f t e r 2002, 
or seven years from now. The Trustees recommended that an 
Advisory Council on Medicare be established to study and make 
recommendations on the Medicare Trust Funds. 

4) Advisory Council on Social Security. The Advisory Council on 
Social security was appointed by Secretary shalala l a s t year and 
charged with making recommendations on how to restore long-range 
solvency to the Social Security Trust Funds. The Council i s 
composed of a diverse range of viewpoints and i s chaired by 
former Acting Congressional Budget Office Director Ned Gramlich. 
The Council i s expected to release i t s report by September of 
t h i s year. 

5) Retirement Earnings Test. The House of Representatives 
recently passed l e g i s l a t i o n which would raise the retirement 
earnings t e s t exempt amount to §30,000 over a f i v e year period. 
Currently, i t i s at $11,280. The retirement earnings t e s t exempt 
amount i s the amount of money a beneficiary between 65 and 69 may 
earn before his/her Social Security benefits are reduced. The 
House proposed to pay for t h i s change through phasing out the tax 
on 85 percent of Social Security benefits to 50 percent of 
benefits over t h i s f i v e year period. The increase i n the amount 
of benefits subject to taxation from 50 to 85 percent was part of 
the President's 1993 Economic Stimulus Package. These additional 
revenues presently go the Medicare Trust Funds, but would revert 
to the Social Security Trust Fund during the phase out period. 
According to HCFA actuaries, the House proposal would move the 
insolvency date of the Medicare Trust Fund, presently at 2002, up 
by eight months. 

«) personal Earninga and Benefits Estimate statement (PEBES). The 
Social Security Administration began mailing i n February Personal 
Earnings and Benefits Estimate Statements to a l l individuals 60 
years of age or older who are not currently receiving Social 
Security benefits. An estimated 9 m i l l i o n statements w i l l go out 
between February and October of t h i s yoar. In 1999, 123 m i l l i o n 
statements w i l l be mailed to a l l workers 25 years or older. 
These statements are required by l e g i s l a t i o n passed by Congress 
i n 1989. Senator Moynihan has been the primary sponsor of t h i s 
mailing which i s designed to educate people about Social Security 
benefits and to improve public confidence i n the program. The 
statements d e t a i l an individual's earnings record and estimate 
the benefits a worker (and family) may be e l i g i b l e for under the 
retirement, survivors and d i s a b i l i t y programs. 



T H E W H I T E H O U S E 

W A S H I N G T O N 

August 10. 1995 

MEMORANDUM FOR HILLARY RODHAM CLINTON 

FROM: Molly Brostrom 
Domestic Policy Council 

RE: Background on Current SOCIEII Security Issues 

This memorandum provides background on a few current Social Security Issues. The 
information is purely for background purposes; we do not eintlclpate your needing to 
address any of the issues during tomorrow's press conference. 

Chater Confirmation 
Sen. Packwood is currently holding up Commissioner Chater's confirmation, 
demanding that the Administration first lay out options for addressing long term 
solvency of the Social Security trust fund. (Shirley Chater was confirmed in October 
1993 to head HHS' SociEil Security Administration. In accord with independent 
agency legislation, she was reappointed by the President in November 1994.) Her 
confirmation hearing was held in February 1995, but Sen. Packwood has held up her 
confirmation since then saying she Is providing weak leadership. Under the 
independent agency legislation, however. Comm. Chater has full powers because she 
was previously confirmed. 

Social Security Solvency 
This year's annual report of the Board of Trustees of the Social Security and Medicare 
trust funds projected that the Social Security trust fund (the retirement and survivors 
benefits part) will remain solvent for the next 35 years, until 2030 (as you know, the 
projection for solvency for the Medicare part was much shorter — 2002.) 

While these projections of long term Insolvency are not new or Imminent, they have 
contributed to decreased confidence in the future of the program and have lead to 
calls for Immediate attention to the Social Security solvency. 

Administration Response 
The Administration's position on long term solvency has been that the program Is too 
Importcmt for options to be treated as a political footbsdl (Sen. Dole and Speaker 
Gingrich also believe It Is premature to begin debating proposals). Thirty five yeairs of 
solvency means we have time to Ccirefully consider proposals that will Impact the 
program for years to come. 

All previous changes to the Social Security program have been preceded by analysis 
and recommendations from a bipartisan, independent council. Last year. Secretary 
Shalala asked the Social Security Advisory Council to focus on Social Security 
financing and to develop recommendations for improving the long-range financial 
status of the Social Security program. The Administration will carefully consider the 



recommendations of the CouncU. expected to be submitted to the President this fall. 
This Administration is committed to the Social Security program and the principles 
that have made it successful for 60 years. 

Social Security Advisory Council. 
The President's Advisory Council on Social Security is bipartisan and encompasses a 
wide range of views on Social Security. This diversity of opinion has lead some to 
question whether they will be able to reach a consensus on recommendations, 
particularly because of division on big issues such as increasing the retirement age or 
proposing additional revenues. The Council meets next at the end of August. 

The primary proposals under consideration by the Council are: 

1. A proposal that would make incremental changes in a number of different 
areas, including increased revenues, to provide fiscal balance for a 75-year 
period. 

2. A proposal that would, among other things, replace the current benefit 
structure with one that provides a flat-dollar benefit at a level that would 
balcince the system at the current payroll tax rate. The proposal would also 
allow a worker to contribute to an IRA-like savings plan, managed by an 
independent board, to supplement Social Security benefits. (Council Chairman 
Gramlich was rumored to be leaning toward this generally-considered more 
"conservative" proposal.) 

3. A "double decker" proposal that would provide a flat benefit plus a benefit 
directly proportional to a worker's earnings (reportedly there Is congressional 
Interest In double decker plans). 

4. A "middle ground" approach that would Include elements of the three 
proposals. 

Other Proposals 
Sens. Simpson and Kerrey have been the primary Congressional proponents of 
Immediate and radical steps on Social Security financing (as you may recall, they were 
members of the Kerrey-Danforth Entitlement Commission which reached an impasse 
last fall). They have Introduced legislation proposal that would, among other things, 
charmel 2% of the payroll tax Into private Investment accounts. In response to a 
hearing held by Sen. Sliripson last week. Comm. Chater Issued a statement explaining 
that SSA has concerns because. Instead of supplementing Social Security. It 
substitutes money from an existing pool of trust fund dollars. The result is bad 
investments, lower benefits, and an Increase In poverty (statement attached). The 
SLmpson-Kerrey proposal would also cap Social Security COLAs and raise the 
retirement age to 70. 

SSA REGO II 
In April, the Vice President announced a set of reinvention Initiatives for the Social 
Security Administration aimed at improving social security operations and achieving 
$900 million In savings. These initiatives include: cycling payment days to better 
distribute workload at SSA; improvements to 1-800 telephone service; Increasing 



direct deposit/electronic benefits tramsfer services; and improvements to the disabUity 
adjudication process. A proposal to eliminate SSA's role tn the collection of attorney's 
fees has resulted in a slew of critical mail, primarily from attorneys. A proposal to 
consolidate regional offices from ten to five has met with some Congressional 
resistance. Details of REGO II recommendations are attached. 

Attachments 

cc: C£irol Rasco 
Jeremy Ben-Ami 
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Plan Deepens Cuts 
For Future Retirees 
Separate Social Securily Panel Appears Split 

By Spencer Rich 

In search of ways to assure the 
•otvency of goverrunetit retirement 
programs for the elderty when the 
huge baby boom generation hits 65. 
bwTTukers are reassemsing the fed­
eral civitUn and military retirement 
system. 

Last week Sens. Rob Kerrey (l>-
Neb.) and Alan K. Simpson (R-Wyo.) 
introduced bills to trim fulure feder­
al civilian and military retirement 
benefrtsand cut future Social Securi­
ty beneftts in order to ward off fhe 
projected insolvrncy of the nation's 
largest reiirrmeni program in 2030 

Without cuihaiks. they said, the 
cost of thrse prngrains will rise so 
massively as to imposr an riiormous 
tav burden on future workers, 
'damning our children lo a very grim 
future." 

Their plan would reduce fuiur« 
pension arrrual ralrs for both mili­
tary and rivilian rnipk>yee!i of (he 
federal govrmrnpni. restrain cost-
<tf-living adjustments for all such re-
tnees and Social Securily recipients 
as well, bsse federal civilian pension 
amounts on the five highest years of 
evningB instead of three, and elimi­

nate a boDUB lump-«um retiremeot 
payment fbr military retirees now 
paid at age 62. The Kerrey-Scnipaon 
plan would reduce federal pensions 
dranuttcally more than pn^nsals of­
fered by the Senate Budget Commit­
tee wouM. 

Meanwhile, a special Social Secu­
rity Advisory Council named by the 
Clinton administration appears to be 
splitting into two (actiona. One is 
sympathetic to a plan developed 
Chairman Edward Gramlich. fonDcr 
acting Congressional Budget Office 
director, that would cut future Social 
Security benefits. 

The other group is nwre sympa­
thetic to a proposal by former Socia) 
Security commisRioner Robert BaU 
lhat would rely mainly on new taxes 
to support the aystem. 

" I do it mostly on the benefit side 
and Bob does it on the tax side," said 
Oramlich. The council hopes to 
make recommendations by sum­
mer's end. 

In place of the current benefit for­
mula. Gramlich's plan would create a 
"double deck" system in which every 
person would get a ba&ic benefit 
based solely on the number of years 
worked, regardless ot how much he 
or she paid in. Everyone who 

RUNNING OUT OF MONEY 

T 'he Social Security program will be unablt to pay all bfnrfits 
I fiilly in 2030. becauu income from laies will br insu/ficirnl 

aM reserves in the Irust fiind will be used up. 

"""" / 
5.0 

2029: 
S3 0 trillion 
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SOURCE Soc«t Sccurrfir AdTHnittntion 

IJ 'lb 1/ .19 ?l ?} 7b •?} ?« S«n. Alan K. Simpson woirid ralw 
retlrwiMnt agt to 70 by 2029. 

worlted 35 years would gel a flat 
base benefit of $450 to $500 (in 
1995 dollars) per month. A person 
who worked 10 years would get half 
that. 

On top of that, everyone would 
get a second 'deck,* that ia. an add­
on equal to 15 percent of average 
wages eamed over a lifetime. The 
net effect would be to leave future 
benefits for low-earning workers 
about where they are now, but 
sharply cut benefits for high earners. 

Tbe age at which a person can 
start drawing Social Security wilh­
out any "early-retirement penalty is 
now 65 but will rise under current 

law to 67 by 2027. dramlich would 
raise this lo68 by 2018. 

He also would eventually elimi­
nate the spouse's benefit for future 
retirees. He would allow a person to 
put in extra money and buy an.annu-
ity from the government to boost 
the benefit amount. And he would 
require Social Security to-invest 25 
percent of irs reserves in stocks on 
the theory thi.s would bring a greater 
investment return than putting all its 
reserves into government bonds. 

Ball's plan, by contrast, depends 
mostly on new revenue. The maxi­
mum wage on which the Social Secu­
rity tax is levied, now $61,200, 

would be raised bv SlO.OiK) in two 
sieps, producing more money. The 
payroll tax rate of 6 2 percent each 
on employers and employees would 
be raised to 6.4 percent. Slate and 
local workers not now covered by 
Social Security taxes would be cov­
ered. Th<̂  amount uf Social Security 
bcMpfitj, siihject In income tax would 
Ix* inci e.Tsrd. 

Itall alwi would have Social Securi­
ty invest one-third of its reserves in 
stocks to get a higher return. He 
proposed two cuts in benefits: basing 
the benefit formula on average 
wages over 38 years instead of 35 
and phasing in the retirement age at 

fi7 by 2019. He said raii^ing the pay-
rt)ll tax by another 1 pterrent each nn 
employers and employees m about 
2050 would guar:uit«r the system 
"in ijerpetuity." 

Kerrey and Simpson "A'ould make 
Social Security changes smular \n 
Ciranilirh s. They wnuld Kr-^duallv 
raise the no-penalty retirement age 
to 70 by 2029 and the early-retire­
ment age to 65. reduce cost-of-living 
adjustments, altow a person to invesi 
2 percentage points worth of his or 
her own payroll tax privately in an 
IRA-like savings plan and reduce, 
but not eliminate. Ihe spouse bene­
fit. 

They also proposed various way.s 
to slow the growth nf federal and 
military retiree pensions. They 
would cut the annual rate at which 
federal employees accrue pension 
benefils by one-tenth o( 1 percent­
age point They would calculate fed­
eral employee pensinns h,i.sed nn the 
top five years of uii oine in-̂ iead oi 
the tnp three. 

Contribution and accrual rates 
(and therefore benefit rates) for 
members of Congress :md their 
staffs would be reduced to the same 
level as for executive branch em­
ployees under thi: feiler.il ernplDycf 
retirement sy.stem revised 11 vears 
ago. 

In the mili tary a r f : i . iiccriMl itf 
pensinns would be ralcul.ited on the 
basi.s of a 2 \H-icfH\ inr ln for each 
year .ser\efl. iiistend of rising to -l.T) 
percenl year after 2U years. This 
would apply only lo ihnse people 
who joined lhe military- after July 1, 
1986. 
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News Release 
For Immediate Relea-se Contact: Phil Gambino (202) 482-7145 

STATEMENT BY SHIRLEY S. CHATER 

COMMISSIONER OF SOCIAL SECURITY 

REGARDING PROPOSALS TO ALLOW WORKERS TO INVEST A PORTION OF T f f i l R 

FiCA TAXES IN PRIVATE INDIVIDUAL RETIREMENT ACCOUNTS (IRAS) 

While I encourage an honest and reasonable debate about options to address the long-

term solvency of Social Security, we must carefully consider the potential effects of any plan that 

would either require or allow workers to privately invest a portion of their earnings that would 

otherwi.se provide them wiih Social Security protection. 

If given the opportunity, undoubtedly some people would invest their money wisely, 

avoid disability or early death, and realize a greater retiim on their investment than they will get 

from Social Security. But then again, many people would not. What happens to those millions 

of people? And what burden would be placed on taxpayers if welfare rolls increased to support 

the many people whose private iiwcstmcnts failed? 

Social Security was never meant to be a personal investment program. It is a social 

insurance program. Unlike private pension plans, social objectives-such as raising the standard 

of living for lower income workers and offering financial security to the families of ail workers-

are an inlcgral pari of Social Security. 

Finally, Social Security wa.? never intended to be a person's only income when he or she 

retires or becomes disabled, or a family's only income when a breadv înner dies. Social Security 

is intended lo provide a floor of protection that would be supplemented by private pensions, 

savings, and other investments. 

As has been widely reportedly recently, the savings rate of Americans is dismal compared 

to other industrialized nations. I believe it is imperative, therefore to take whatever steps are 

necessary' to encourage people, particularly younger workers, to increase their savings rate. We 

sliould be discussing how to encourage private investments as a supplement to Social Security, 

not as a substitute. 
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Wednesday, April 12, 1995 

VICE PRESIDENT ANNOUNCES REINVENTION OF SOCIAL SECURITY 
OPERATIONS 

WASHINGTON"As part of the Clinton Administration's continuing efforts to reinvent 
the federal govemment, Vice President Al Gore today announced a set of reinvention 
initiatives for the Social Secuiity Administration. While the President was in Warm 
Springs, Georgia, commemorating the 50tfi anniversary of the death of President 
Franklin D. Roosevelt, Vice President AI Gore said: "Social Security is one of FDR's 
most important legacies to the nation." 

In imveiling reinvention proposals to improve social security operations while 
preserving FDR's legacy, the Vice President said: "We'll have a system ready for the 
next century, providing worid class service to its customers." 

The Clinton-Gore reinvention recommendations for Social Security include: 

PAYMENT DAY CYCLING FOR NEW BENEnCURIES: Monthly payments are 
currently paid on the third of each month. This results in peak workloads for SSA and 
the banking and business communities. With approximately 3.5 million beneficiaries 
coming on the rolls annually, there is real concem that SSA could not cope with the 
workloads. Therefore,_nsa: beneficiaries will have their payments staggered over a 
number of payment dates throughout the month to eliminate workload spikes and 
allow SSA to provide better customer service without adding staff. 

In developing this proposal the Social Security Administration followed the practice of 
the Administration's National Performance Review by using customer input to improve 
SSA operations. Interviews with the public conducted in "focus groups" showed that 
many retirees have already built their monthly activities around the day their payment 
arrives. Social Security Commissioner Shiriey Chater said: "To change that practice 
would be disruptive to them, so the payment day for those already on SSA's roles wili 
remain the same unless they ask to panicipate in our new cycling of payments." That 
is why payment cycling will apply only to new Social Security beneficiaries. One day 
of every week in the month would, in fact, become "payment day" for a certain 
number of new Social Security beneficiaries. 

IMPROVE .1-800 TELEPHONE SERVICE: SSA spent the last six months meeting 
with some of American's top rated customer telephone service companies to determine 



Ac best ways SSA can provide worid class telephone service. SSA leamed that these 
companies rely on modem computer systems to give them the capacity and capability 
to provide quick and accurate service. SSA is striving to develop the same capability. 
Commissioner Chater said, "We need to create a technological infrastructure that will 
allow us to do more and do it better withoiit asking for more resources. Nothing is 
more impoitant to our agency than getting this infrastructure up and running and 
serving our customers." 

DIRECr DEPOSIT/ ELECTRONIC BENEFFTS TRANSFER SERVICES: SSA will 
increase the number of recipients who are paid by direct deposit in three phases over 
four years. The first, already underway, is directed to all new beneficiaries who have 
bank accounts. The second phase will focus on those with bank accounts and who do 
not use direct deposit services. The fmal phase will require that all beneficiaries 
without bank accounts must select one of the electronic benefits transfer services that 
will be available to receive their monthly benefit payments. 

More than forty percent of Social Security's 43 million beneficiaries are still paid by 
check. Direct deposit would save $.35 per check, or $70 million per year. In addition, 
more than 35,000 checks are reported lost each month, and tite overwhelming majority 
of these problems would be eliminated by going to direct deposit 

ONE STOP BENEFTT APPLICATION: The Administration wants to give people who 
are applying for retirement or Medicare benefits more options. Many people may find 
it more convenient and more comfortable to file for benefits through their own 
personnel office at work. Today, about one percent of people filing for benefits use 
this option~and where they are able to do so tiiey use tiie old paper ^plication 
process. 

The Social Security Administration wants to create a controlled, confidential, 
electronic process through which employees at large companies can quickly file for 
retirement and/or Medicare through the company personnel office. This option would 
allow workers to apply for a company pension. Social Security and health benefits all 
at one time and in one place. 

REGIONAL OFFICE CONSOLIDATION: SSA will be moving hundreds of front-
office administrative employees into direct seivice positions by consolidating 10 
regional offices into five. "In an age of instantaneous electronic communication, we 
will be able to function just as efficiently with five fewer administrative sites," 
Commissioner Chater said. 

STOP COLLECTING ATTORNEYS' FEES: SSA will no longer be a collection 
agency for attomeys who have clients who appeal Social Security judgments.' SSA 
now approves the fee an attomey (or non-attomey representative) may charge and 
withholds a part of past due benefits for the attomey. "We are getting out of that \ 
business," Commissioner Chater said. "The agency will no longer approve fees or 
withhold benefits to pay attomeys." Social Security workers now involved in paying 



attomeys would now be able to provide direct service to beneficiaries. She noted, 
however, tiiat tiiere will be statutory limits on what attomeys may charge. 

EMPLOYERS' ELECTRONIC WAGE REPORTING: All employers, except tiiose 
who employ only household workers, will be required to file W.2 wage reports witii 
SSA on magnetic media or by electronic transmission. Time and effort now spent m 
processing and checking paper will be eliminated to allow Social Secunty to focus 
more on tiie important needs of customers. 

IMPROVE THE DBABILnY ADJUDICATTON PROCESS: State agencies currentiy 
have tiie autiiority to make disability determinations, fiilly financed by SSA and 
following SSA rules. Average claiih processing times vaiy greatiy by state, rangmg 
from as low as 42 days to as high as 115 days. SSA will work witii tiie states to 
jointiy establish minimum performance standards and a period of time during which 
states will be requireTto meet In additionj'p̂ erformance enhâ  
teams" from tiie highest performing states will be made available on an as needed 
basis to provide on site assistance. SSA will also encourage tiie formation of 
lab6r/management partoerships in order to find ways of increasing performance. This 
i n i S d ^ intended to raise the level of tiie lowest performing states and to narrow 
tiie gap between the highest and lowest performing states. 

IMMIGRATION AND NATURALIZATION SERVICE (INS) WILL PROCESS 
APPUCATIONS FOR SOCLIL SECURITY CARDS: Aliens will apply for Social 
Security cards at tiie time tiiey complete INS immigration paperwork. Currentiy, 4e 
alien applicant is required to fumish almost tiie same informatton to SSA as to mS. 
This will provide "one stop" service, will reduce tiie potential for issumg cards based 
on fraudulent INS documents and will result in efficiencies for tiie govemment. 

END DUPUCATTVE SSA-IRS FILING: Beneficiaries who work and earn over tiie 
exempt amount are required to report tiieir eamings to SSA by April 15di each year. 
Beneficiaries are also required to report tiieir wages for tiie pnor year. To reduce tiie 
paperwork-burden on tiie public and provide "one-stop" service, beneficiaries will only 
report to IRS and include on tiieir income tax retum tiie amount tiiat would otherwise 
be reported to SSA. IRS will issue any payment due to SSA beneficiaries. In 
addition, SSA and IRS will work togetiier to determine how IRS can offset 
overpayment against tax refunds. 

These proposals will result in $830 million in savings from FY 1997 to FY 2000. 
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U J . O K F A B T M C N T o r H E A L T H AND HUMAN S C R V I C C S 

FOR IMMEDIATE RELEASE Social Security administration 
Thursday, June 9. 1994 Phil Gambino (410) 965-8904 

Stressing the importance of ensuring the long-term solvency and 

viability of this nation's Social Security program, HHS Secretary 

Donna E. Shalala today announced the appointment of the 1994 

Advisory Council on Social Security. 

"Each and every American citizen has a stake in the continued 

good health of this country's Social Security program,- Secretary 

Shalala said. "This council, composed of leading experts in public 

and private pension systems in the United States, will examine some 

of the most challenging issues that go to the core of providing 

adequate and equitable income for the elderly in retirement." 

By law, the advisory council, comprised of 12 members in 

addition to the chairman, i s appointed every four years to examine 

issues affecting the Social Security Old-Age, Survivors, and 

Disability Insurance (OASDI) programs, as well as the Medicare 

program and Medicaid, which were created under the Social Security 

Act. 

Unlike advisory councils of the 1980s which focused primarily 

on disability. Medicare and health-care issues, the 1994 council 

w i l l focus on the Social Security OASDI program. Specifically, the 

secretary has asked the council to examine the following areas: 

o Social Security financing, including developing 
recommendations for improving the long-range financial 
status of the OASDI program; 

- More -
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o The adequacy and equity of Social Security benefits paid 
to persons at various income levels, in various family 
situations, and various age cohorts, taking into account 
such factors as the increased labor participation of 
women, lower marriage rates, increased likelihood of 
divorce, and higher poverty rates of aged women; and 

o The relative roles of the public and priva*:e sector in 
providing retirement income and how policies in both 
sectors affect the retirement decisions and economic well-
being of individuals. 

Secretary Shalala appointed as chairman of the council Edward 

Gramlich, director of the Institute of Public Policy Studies and 

professor of economics and public policy at the University of 

Michigan. Professor Gramlich, 54, also has served as chairman of 

Michigan's Economics Department and as acting director and deputy 

director of the Congressional Budget Office. Other members are: 

Robert B a l l , 80, of Virginia - former commissioner of 
Social Security (1962-1973); member of the 1991 Advisory 
Council on Social Security and the National Commission on 
Social Security Reform (Greenspan); chair of the board, 
National Academy of Social Insurance. 

Joan Bok, 64, of Massachusetts - chairman of the New 
England E l e c t r i c System; member, boards of directors of 
Avery Dennison Corporation, the Federal Reserve Bank of 
Boston, John Hancock Mutual L i f e Insurance Company and the 
Monsanto Company. 

Ann Combs, 37, of Washington, D.C. - principal, William M. 
Mercer, Inc.; former deputy assistant secretary for 
Policy, Pension and Welfare Benefits Administration, Labor 
Department (1986-1993) ; staff »ember, national Commission 
on Social Security Reform (Greenspan). 

Edith F i e r s t , 69, of Maryland - attomey, F i e r s t i Moss, 
P.C., and meaber of the Advisory Committee of the Pension 
Rights Center; chair, Technical Committee on Eamings 
Sharing; specialist in federal and military pension 
l i t i g a t i o n . 

- More -
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Gloria Johnson, 66, of Maryland - director of the 
Department of Social Action, International Union of 
Electronic, E l e c t r i c a l , Salaried, Machine and Furniture 
Workers and vice president of AFL-CIO Executive Council; 
president of the Coalition of Labor Union Women. 

Thomas Jones, 45, of Connecticut - president and COO, 
Teachers Insurance and Annuity Association - College 
Retirement Equities Fund (TIAA-CREF); member, boards of 
directors of Thomas & Betts Corporation and Eastern 
Enterprises; trustee of Cornell University, Brookings 
Institution and Committee for Economic Development. 

George Kourpias, 61, of Maryland - president, 
Intemational Association of Machinists and Aerospace 
Workers, AFL-CIO; member, boards of directors for the 
National Council of Senior Citizens, Space Cause and the 
American Association for the Advancement of Science; 
member of Overseas Private Investment Corporation (OPIC). 

Sylvester Schieber, 47, of Maryland - vice president and 
director of the Research and Information Center, The Wyatt 
Company; former director of research, Employee Benefits 
Research Institute; a senior economist and deputy director 
of policy analysis for the Social Security Administration. 

Gerald Shea, 47, of Washington, D.C. - director. 
Department of Employee Benefits for health care, pensions. 
Social Security and child care, in AFL-CIO; previously, 
assistant to the president for govemment a f f a i r s for the 
Service Employees Intemational Union and organizer for 
SEIU in Massachusetts. 

Marc Twinney, 64, of Michigan - director of pensions for 
the Ford Motor Company; member of the American Academy of 
Actuaries and the Pension Research Council of the Wharton 
School; previously, a consultant at Hewitt Associates, 
Milliman and Robertson, and Hansen Consulting Actuaries. 

Fidel Vargas, 25, of California - mayor of Baldwin Park, 
Ca l i f . , and senior policy analyst to Los Angeles Mayor 
Richard Riordan; past vice president of P h i l l i p s Brooks 
House, the community seirvice organization of Harvard 
College. 

Carolyn Weaver, 42, of Virginia - director. Social 
Security and Pension Studies, The American Enterprise 
Inst i t u t e ; member, 1987 Social Security Disability 
Advisory Council and senior advisor. National Commission 
on Social Security Reform (Greenspan); former staff member 
of Senate Finance Committee and the economics faculties of 
Tulane University and Virginia Tech. 


