
CHAPTER Two: 

INDEPENDENT AGENCY 


T
hi~ chapter dc..cribcl-> the history 1cadlng to the Social Security Admini!-itration 
(SSA) as an Independent Agency and tbe steps the Agency took to assume its 
new dUIies, including the selectlon of strong und capable leadership. The 

e...tablishmenl of SSA as an Independenl Agency may be the most significant development 
during Commissioners Chtlter and Apfel's time in office, It enabled the Agency to (1) improve 
pl'ogram management, by lllklng a more active role in addressing its major program challenges, 
(2) be more accountable to the public, {3) be more responsive to the Congress, and (4) provide 
stable cxc(;utivc Icadc($hip. The highlights of SSA's major accomplishments under 
Commissioners Chaler and Apfel arc discussed. 

THE EARLY YEARS 

Soeial Security began as an Independent Agency when the Social Security Act of 
1935 established a Social Security Board (Board} compri~ed of three members 
appointed by the President, 1 The chairman reported directly to the President. The 

originalmcmhcrs were John O. Winant. Chairman; Anhur J. Altmeyer: and Vincent M. Miles. 
Arthur Altmeyer became the Board's second pcnnanenl chairman in 1937. shortly after 
Chairman Winant's resignation. 

B(~ginning in carly 1937. PresideDI Franklin D. Roosevelt scnt to Congress a series of 
messages and proposals regarding reorganization of the Executive Branch. He wanted to reduce 
the number of agencies reporting to him. The Reorganization Act of 1939 authorized the 
President to devise a plan to reorganize the Executive Branch, The President's Rcorganization 
Plan No. I created Ihe Federal Security Agency as a new sub-cabinel agency and located the 

t Tille VII Dflhc Social Security Acl. 
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Board within it. As a result. the Board lost its status as an Independent Agency. no longer 
reporting directly to the President. 

Under the President's Reorganization Plan No.2. the Board was abolished in 1946 and 
replaced by SSA. Arthur Altmeyer, who had been chairman of the Board, became the 
Commissioner for Social Security. In 1953, President Dwight D. Eisenhower abolished the 
Federal Security Agency and created the Department of Health, Education and Welfare (HEW). 
SSA was made part of this new cabinet agency. The Department of Health and Human Services 
(HHS) replaced HEW in 1980 when the Department of Education was created as a new cabinet­
level agency. 

THE INDEPENDENT AGENCY PROCESS 

Proposals in the Congress to make SSA an Independent Agency can be traced to the 
early 1970s. After implementation of the Unified Federal Budget in Fiscal Year 
1969. which included operations of the Social Security Trust Funds, the budget 

submissions of the Nixon, Ford and Carter Administrations included proposals for cutbacks in 
Social Security. Thesc factors led some members of Congress to conclude that Social Security 
was being used for partisan political purposes. and that making SSA an Independent Agency and 
taking the trust funds out of the Federal Budget would deal with the issue. During the period 
1974-1982, more than 20 bills making SSA an Independent Agency were introduced in the 
Congress. A 1974 Senate bill sponsored by Special Committee on Aging Chairman, Frank 
Church, had 51 co-sponsors. 

In 1981, the debate in the Congress about the desirability of returning SSA to 
independent agency status became more serious due primarily to two factors. The first was the 
release in March 1981 of the Report of the National Commission on Social Security mandated by 
P.L. 95-216 (the Social Security Amendments of 1977), which recommended that SSA be made 
an independent agency. The Commission recommended an tndependent agency to be called the 
Social Security Board, which would administer the Old Age. Survivors. and Disability programs, 
the SSI program, and the Medicare and Medicaid programs. The second, and probably more 
important factor. was the release by HHS Secretary Richard Schweiker, in May 1981, ofa 
package of reform proposals that would "keep the system from going broke, protect the basic 
benefit structure, and reduce the tax burden of American workers." The package was not 
generally well received and was characterized by many in and outside of Congress as reducing 
the budget deficit, and financing the defense buildup through cuts in Social Security. 

In reaction to the controversy about the Administration's Social Security reform 
proposals, President Reagan, by executive order. established the bipartisan National Commission 
on Social Security Reform. The Commission, headed by Alan Greenspan, reported to the 
President and the Congress on January 20. 19M3, recommending a far-reaching package of 
proposals intended to ensure the solvency of Social Security. The Commission's report also 
included a statement that a majority of its members believe "that it would be logical to have the 
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Social Security Administration be a separate independent agency ... and recommends that a study 
should be made of the feasibility of this." 

P.L 98-21, the Social Security Amendments of 1983, which enacted substantially ,Ill of 
the Commission's recommendations included a provision for the chairmen of the Ways and 
Means and Finance Committees to appoint a three-person panel tO'a study of establishing SSA as 
an independent agency. The legislation did not provide for a study of whether SSA should be 
independent, but rather, it provided for a study of the issues related to how SSA would be made 
independent. 

The three-member panel that conducted the study was headed by Elmer Staats, former 
Director of the General Accounting Office. Other panel members were Arthur E. Hess, former 
Deputy Commissioner of Social Security, and Martha Derthick, a noted academic on the politics 
of Social Security. The panel reported on June 12, 1984. The panel recommended that if SSA 
were to be made independent, it should: be headed hy a single executive appointed by the 
President with the advice and consent of the Senate; have a permanent bipartisan Advisory Board 
of nine members "to promote independent review and encourage broadly based policy analysis;" 
be responsible for administering only the Social Security and SSI programs; and be delegated 
pcrsonnel and management authority currently performed by the Office of Personnel 
Management and the General Services Administration. 2 

For the next 10 years, a number of different bills were repeatedly introduced, passing the 
House by virtually unanimous votes on three occasions, but with no action being taken in the 
Senate. Congressional testimony and reports argued that SSA should be independent from HHS 
for a number of reasons, including the need for (I) improved management and continuity of 
leadership at SSA, (2) greater public confidence anout the solvency of Social Security, and 
(3) greater accountability to its stakeholders. 

Although there was clearly strong bipartisan support in the Congress for the idea of 
making SSA independent, incumbent administrations, both Republican and Democrat, always 
opposed the idea. When the issue heated-up early in the first Clinton term, the Administration 
opposed independent status for SSA. The Agency was the largest operating division within HHS 
and accounted for about 51 percent of HHS 's total staff. SSA's fiscal year 1995 budget of about 
$371 billion accounted for over one-half of HHS's total budget for that year. 

Senator Daniel Patrick Moynihan (0, NY), Senate Committee on Finance Chairman, 
lOyd Congress (1993-1994), was a strong proponent of SSA as an Independent Agency. He 
argued that such a move would help insulate the program from partisan politics. In the summer 
of 1994, President Clinton signaled his willingness to support SSA as an Independent Agency. 
The Clinton Administration and SSA then began a process of negotiation with the Congress over 
the details of the developing legislation. The major policy difference concerned a House/Senate 
split over the question of the executive structure for SSA. House leaders preferred a return to a 
multi-person Social Security Board as the administrati ve authority; the Senate preferred to retain 

2 A Plan 10 Establish an /"dependellf Agellcy/or Social SeC/irity: A study prepared for the Committee on Ways and 
Means, United States House of Representatives and the Committee on Finance, United States Senate, pursuant 10 
P.L. 98-21 hy the Congressional Panel on Sodal Security OrganL(ation. June 12. 1984. 
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a "ingle Commissioner. SSA sided slrongly with the Semite po~ilion. The finul compromise on 
Ihis issue accepted a single Commissioner, hUI also included the cre'llion of a pcnnancnt, 
independent. and bipartisan Social Sceurily Advisory Board. The Advisory Board was to replace 
the periodic Advisory Councils, which under prior law mel every four years 10 advise the 
Congre..<;s and the Administration on Social Security matters. 

SSA rcrurncd full­
circle (0 its place of origin 
in the federal hierarchy 
when the President signed 
the SSA Independence and 
Program Improvements Act 
of 1994 imo law on August 
15. 1994. The law took 
effcct on March 31, 1995 to 
allow sufficient time for the 
complex transitional 
preparations. The Act 
brought with it a full 
complement of challenges, 
ranging from finding new 
headquarters space in 
Washington, to recruiting President Clinton signing the 1994 legislation, 8115194 

executives and fully staffing the new offices of the General Counsel and the Inspector General. 
There wcm also the complex issues of illterpreting the fndependent Agency legislation, and 
learning how to operate without the cushion of HHS. The greatest challenge of being 
illdependent was the issue of the Agency's progr,mlmatie responsibilities. As an arm ofHHS. 
SSA's role was one of day-to-day delivery of services, A::. an Independent Agency, SSA now 
had a fundamental responsibility 10 help shape its programs. educate the public about Social 
Security, and plan for the long-term fmure. The return to Independcot Agency status had several 
major impact.s on SSA. 

The foremost was the etevation of the Commissioner to cabinet-level .status; that is. the 
Commissioner began attending [he President's regular cabinet meetings and reported directly to 
the President on matters involving Social Security. The Commissioner was also designated as a 
member of the President's Council on Domestic Policy. 

The Independent Agency legislation created two additional statutory positions: a Deputy 
Commissioner appoinred by the President to serve a six-year tenn SUbject to Senate confirmation 
and an Inspector General, also appointed hy the President and subject 10 Senate confirmation, In 
addition, tbe number of Senior Executive Service (SES) positions at SSA W/.L" increased, 
including the number of positions excepted from the compclitive service becituse of their 
confidential or policy determining charter.=' By 1997, six of the eight DepUly Commissioner." 
were in non~carccr SES positions and two Deputy Commissioners were career SES employees. 

3 SI".'C Exhi~it I for listing of political appoimccs from 1993 10 2COO. 
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OFFICE OF THE COMMISSIONER: 1993-2000 

T
wo persons served as Commissioner of Social Security and three persons served as 
Acting Commissioner of Social Security during the Clinton Administration. The 
Senate confirmed one person as Deputy Commissioner after two other persons 

failed to receive Senate confirmation. 

Acting Commissioner Louis D. Enoff 

Following the departure of Commissioner Gwendolyn S. King in October 

1992, Mr. Enafr, SSA's Principal Deputy Commissioner, was named 

Acting Commissioner. Mr. Enerr would serve as an Acting Commissioner 

from October 1, 1992 to July 18, 1993, including the first seven months of 

the Clinton Administration. During his tenure as the head of SSA, he 

functioned principally as a "chief operating officer," running the day-to­

day business of SSA. In his acting capacity, hc was not expected 10 assert 

a strong Capitol Hill presence or make major policy changes at SSA, while 

waiting for the President's nominee for Commissioner. 
 Louis D. Enoff 

Acting Commissioner Lawrence H. Thompson, Ph.D. 

Health and Human Services (HHS) Secretary, Donna Shalala, 

appoinled Lawrence H. Thompson as Acting Commissioner and 

Principal Deputy Commissioner on July 19, 1993. Dr. Thompson was 

a career official at the General Accounting Office where he worked as 

Chief Economist and Assistant Comptroller for Human Resources 

programs. He headed SSA for three months, until Commissioner 

Chater's confirmation was completed. Dr. Thompson Icft SSA in 

December 1995 10 become a Fellow at the Urban [nstitutc. 


Lawrence H. Thompson 
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Commissioner Shirley S. Chater. Ph.D. 

Shirley Scats Ch:ltcr became Commissioner of Social 

Security on October 8, 1993. Commissioner ChaleT brougbt 

a lifetime of leadership and public scrvk"C lU this position. 

She came to SSA from TCXQ!\ Womcn'~ University, where 

she served as President f!'Om 1986 to 1993. 


Among her other positions, Commissioner Chaler served as 

an associate with Ihe American Councjl on Education, 

Division of Academic Affairs and Institutional Relations in 

1983-1984, and as senior associ ute of Ihc Association of 

Governing Boards: of Universities and Colleges from 1984 to 

1986. She was Vice Chancellor for academic affatrs at the 

Univer·;ity of California~San Francisco from 1977 to 1982, 

She held faculty appointments fmm 197210 19&6 in the 
Department of Social and Behlwioral Sciences, School of Shirley S. Chater 
Nursing. at the UniversilY o[Culirornia~S3n Francisco and in 
the School of Education nl the University of California·BcrkcJcy, 

Commissioner Chater. a m.!tivc of Pennsylvania. received her B.S. degree in aursing from the 
Univer'iity of Pennsylvania, an M,S, degree in nursing from the University of California-San 
Francisco, a Ph.D. in education from the University of Californin-Berkeley, and a certificate 
from the Massachusetts IastilUte of Technology, Sloan School of Management. 
Commissioner Ciutter has been elected to the Institute of Medicine of the National Academy 
of Scienc~", She b a member oflhe National Academy of Public Adminislration and the 
National AcademyofSociallnsunmce, 

Under the leadership of Commissioner Chatcf, SSA realized significant accolnplishlocnts 
in the administration of its programs. The following chapters discuss. these accomplishments. 
They include: 

LEADERSIIII' 

• 	 SSA"s transition from HHS 10 an lndependent Agency. a transition characterized as 
"seamless" and among Ihe best ever by the General Accounting Office, 

• 	 Significant increases in Congressional funding for SSA's administrative budget, 
representing more than a 33 percent incrca.>\c over four years, 

• 	 The first Agency Business Plan to guide agency priorities and business processes. 

• 	 An Accountability Report to track financial and productivity measurements, 
recognized as a model document by OMB. 



• 	 Agency performance reporting sfandards years in advance of requirements. under the 
Government Performance and Result:; Act. 

• Signed the tirst Agency partnership agreement with unions, 


WORLD·CLASS CUSTOMER SERVICE 


• 	 Developed and posted customer service standards in SSA's 1,300 field offices across 
the country. 

• 	 Cut average processing times for disability cases for three consecutive years. 

• 	 Received highest ovcrdtJ rating for 800 number telephone service among public and 
pnvaie service organizations renowned for service. 

• Created Agency Internet silt':. Nearly 400,000 people visited the site during FY 1996. 

ENHANCING PUBUC CONH()ENO: 

• 	 Issued nearly 11 million first lime Social Security benefit estimates to eligible 
individuals age 60 or older in 1995, In 1996, statement"! were sent to people age 
57.59:' 

• 	 Developed extensive educational programs on Social Security for the American 
puhlic. 

• 	 Obtained agreements with 3,500 state and local jail s.ystems throughollt the coumry [Q 

..;top payment of benefits to prisoners. 

• 	 Tightened qualifications for more than six million volumeers who manage benefit 
payments for individuals unable to manage their own finances, 

SUPPORTIVE WORK .;:-;VIRONMENT 

• 	 Achieved SSA's highest-ever representation of minorities and women in management 
positions as of 1997. 

• 	 Hdd first Agency-wide diversity conference for employees in Miami, Florida in June 
19<)6, 

• 	 [nsliluted electronic broadcasts from the Commissioner to employees on fast breaking 
i!>sucs. 

~ Beginning in 1999, CWfY worker age 25 and olda rcecj\'ctl '-I yearly statement 
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• 	 Instituted "interactive distancc learning" for employees. using an intru~lIgcncy 
television classroom providing simultaneous training to work sites across; Ihe country. 
This iniliativc ensured consistcnt truining ilnd reduced training eosts. 

While Commissioner Chatcr was already serving as Commissioner, the Independent 
Agency legisiation required the Commissioner or Social Security to he nominated hy Ihe 
President and confirmed by the Senate, Presjdent Clinton nominated Commissioner Chater on 
November 15. 1994. Commissioner Chatcr's col1lirmarion hearing, however, got interwoven 
with conccrns about the long-term viability of the Social Security Prognun. 

Duling this time period. the issue of Social Security's long-range solvency was at the 
rorefront. One of the core problems WaS. that nobody wanted to go first-for fcur of the political 
Call-oul from uny comprchcn:;ivc solution, which would. by necessity, feature numerous 
unpopUlar ,)olicies. Following the enacimenl of the Independent Agency legislatio!). 
Commissioner Ch:.ncr found herself squeezed by Ihese political forces. The Congress look every 
opportunity to put the Commissioner on the spot by publicly insisting it was her job to pm 
forward a comprehensive solvency proposal. Hud the Comrni'\sjoner put forth such a plan, it 
would havt! been labeled the Administmtion's proposal by the majority in Congress. The White 
House, behind the scenes, insisted that she do no such thing. Congressiomtlleaders challenged 
Commissic,ncr Ch,!1er rcpeatedly on the grounds thnl, tlS ,In (ndependent Agency, SSA did not 
have to work under stricture:; from the While House. 

Following the submission of Commissioner Chaler's nomination. the Finance Committee 
schedulcd a confirmation hearing for Fehruary 16, 1995, where ~he was questioned over the 
issue of the Administration's solvency proposal and her interpretation of SSA '5 independence, 
She was pressured to put an Administmtion proposal on the (able for addreSSing Social Security 
solvency, This hrief hearing W;t", the only congrcssionnl action taken on her nomination as the 
Independcnl Agency Cmnmis:;ioner of Social Security. Her confirmation was never brought up 
for a vote. She continued in her position as Commissioner of Social Security until she resigned 
on February 28,1997.' She accepted a position as Regents Professor in the Univer~ity of 
California 3ystem and hal;; since hecome an independent consultant for higher edUi.:atiofl. 

~ The Independent Agency legislation permiltcd Commissioner Chater to serve flS Commissioner of Social Security 
until a COJlll1li~~ioner is nominated hy the President and confirmed hy Ihe Senate. 
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Acting Commissioner John J. Callahan, Ph.D. 


Following Commissioner Chater's resignation, President Clinton named 

John J, Callahan, who was at the lime serving as Assistant Secretary for 

Managfment and Budget at HHS, Acting Commissioner of Social 

Security, 


Dr. Callahan came to SSA on March 1, 1997. He was nOt expected to 
be a permanent Cormnh;sioner. Even so. he was a vigorous and active 
Commi3sioncr, refusing to play the role of a mere ··caretaker." He 
provided strong: ilOd highly visible support for President Clinton's 
noncitizen revisions to the J996 welfare reform bill, He instiluted a 
program of payment cycling for new Social Security beneficinries. The major challenge faced 
by Acting Commissioner Callahan during his tenure was the online PEBES controversy.(' 

Commissioner Kenneth S. Apfel 

Kennetb S, Apfel wa.,,, sworn-in as Commissioner of Social 

Security on September 29, 1997. Commissioner Apfel had 

the honor of becoming the first confirmed Commissioner of 

Social Security since it became an Independent Agency in 

March of [995, He brought extensive leadership and public 

service experience to a position that has been frequently 

describ,~d as one of the most complex and chaHenging in the 

Federal Government. 


Commissioner Apfe! came to SSA from the Office of 
Management and Budget (OMB) in the Executive Office of 
the President where he served since 1995 as the Associate 
Director for Human Resources. His responsibilities included 
budget, policy and management review of all the human 
resourc(~ agenctes of the Federal Government, including SSA, 
the Department of Labor and Educ~tion and pans of the Department of Agriculture and HHS. 

Prior io his appointment at OMB, Commi ..sioncr Apfel served as Assistant Secretary for 
Management and Budget at the U.S. Depanment of Health .and Human Services, He was 
nominated by Presjdent Cljnton in .\larch 1993 and was subsequently confirmed by the U.S. 
Senate. In this capacity, Mr. Apfel served as the senior budget official and chief financial 
officer for HHS. He formulated and executed the third largest hudget in the world - a $700 
billion budget for u department staffed nationwide by 125,000 people, with half of HHS' 
resourct!S in support of SSA. During his tenure, Mr. Apfel served as a principal on the 
Secretary's task force to elevate SSA to Independent Agency status. 

(, Se\~ the Program imcgrilY chapt:::r for information about resolution or PERES priva<:y issue. 

56 



Before joining the CHnwn Administration. Me Apfcl worked for two decades in {he area of 
social policy, From 1989 to 1993, he served as legistative director to Senator Bin Bradley, 
overseeing thc formulation and development of all as.pects of congrcssionul policy muking. 
During 1982 to 1989, he was the Senator's chief swff person for F'edeml social policy. with a 
particul;lf focus on programs under {he jurisdiction of the Senate Finance Comminee. He 
served as the Senator's key staff person for the Committee's actions on the historic ]983 
Social Security reform legislation. 

Between 1980-1982. (he Commissioner was committee staff for human resource progmms 
for the C,S, Senale Budget Committee. From 1978101980, he served a Presidential 
Management Internship at the Department of Labor. He was a college adminislnltor from 
1973 to 1976 at Newbury College in MassachusCit5, 

He recC'ivcd his bachdor's degree from the UnivcDiily of Millisachusctts, Amherst, 1970~ a 
master's in rehabilitation counseling, Northeastern University, 1973; and tI master's degree in 
public affairs from lhe LBJ School of Public Affairs, University of Texas. 1978. 

Commissioner ApfeFs strong leadcr.;hip enabled SSA 10 realize Significant management 
accomplishments, The folJowing are some of these accomplishments. These, and olhcr 
accomplishments, nrc covered in detail in the following chapters, 

SOLVENCY 

• 	 Provided critical staff support for the While House Conference on Social Security that 
concluded a national dialogue on long-range financing issues. 

• 	 Played a leading role in facilitating the national dialogue on ensuring the long-term 
future of the Social Security program. 

PUBLIC UNm:RSTANDING 

• 	 Began maiting an unmJal Social Securitv Statement to more than 125 million workers; 
the largest cusiomized mailing ever by a Federal Agency. 

• 	 Developed a survey instrument to provide an objective measure of the level of public 
understanding of Social Security. 

PROGRAM CHANGES 

• 	 The Ticket 10 Work and Work Incentives Improvement Act of 1999 expanded the 
availability of health cure coverage and greater work opportunities for working 
persons with disabilities. 
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• 	 Released results of a top-to-hottom review of changes made to the SSI childhood 
disability program as a result of the welfare reform law. The number of children 
expected 10 lose eligibility for SSI disability benefits dropped from 135,000 to 
100,000. 

• 	 Released a comprehensive Disability Management Plan that provided a strategy for 
achieving the goal of improved administration of the disability programs. 

• 	 Continued to test and modify its redesign of the disability determination process. The 
goal is to provide more timely and accurate disability decisions. 

• 	 Released a comprehensive report of the management of the SS) program. The report 
identified four areas in which the program can be beller managed. 

• 	 Raised the earnings limit for disabled beneficiaries from $500 to $700. This increase 
in the monthly substantial gainful activity level is the first since 1990. 

CUSTOMER SERVICE 

• 	 Created a "2010 Vision" plan to guide Agency decisionmaking in the coming decade. 
The plan complements the Agency's 5-year strategic planning. 

• 	 Increased service to the non-English speaking, including hiring emphasis to increase 
the number of bilingual employees 10 6,000, adding Spanish prompts on the 800 
number automated service, publishing most of the public information materials in 
Spanish, and working to provide other non-English versions. 

INVESTM~;NT IN EMPLOYEES 

• 	 Since early 199R, SSA's new hires on Native Americans, Asians and Pacific 
Islanders, African-Americans, and Hispanics reflect percentages ahove the national 
civilian workforce. 

• 	 Successfully created promotional opportunities for women and minorities, 
particularly at higher-grade levels. 

• 	 Received the 1998 John Sturdivant National Partnership Award, which recognized 
the Agency's commitment to the goals of management-union partnership. 

• 	 Created an "Employees as Ambassadors Program" to train all 65,000 Agency 
employees ahout critical issues facing Social Security. 



OFFICE OF THE DEPUTY COMMISSIONER 


Commissioner Chatcr continued to usc the Principal Deputy Commissioner position 
as SSA's Chief Operating Officer. When Lawrence Thompson left Social 
Security in December 1995. she appointed John R, Dyer as Principal Deputy 

Commissioner. Tbis position was eventually abolished when the Senate confirmed "ViJliam 
Halter as Deputy Commissioner of Social Security in 1999, 

Principal Deputy Commissioner John R. Dyer 

Mr. Dy~:r was a long.(ime career employee, having served in both 

OMS ,md the Health Care Financing Administration prior 10 coming to 

SSA in 1988. At SSA. Mr. Dyer wa.'i Deputy Commissioner for 

Finance, Assessment and Management and Ihe Agency's Chier 

Financial Officer. Mr. Dyer temporarily vacated his Deputy 

Commissioner posicion 10 become Principal Deputy Commissioner on 

January 3, 1996, a position he held until November 1999. He served as 

Senior Advisor to Commissioner Apfel. 


Deputy Commissioner Nominees 

President Clinton made t\.vo unsuccessful uucmpts to fill the Deputy Commissioner 
position, His lirst nominee was Linda Colvin Rhodes, who wus formerly the Secrct~lry on Aging 
for the St.ne of Penn!'iylvania. The President nominated Ms. Rhodes on August 10, 1995, The 
Congress cbose not to act on Ms. Rhodes nomination, declining to schedule a hearing on (he 
maHer, In March 1996, Ms. Rhodes u!'ikcd the President to withdrf1w her nomination. 

Following this unsuccessful effot1 to fill the Deputy Commissioner position. President 
Clinton nominated a second candidate. Jane G. Gould, on September 2, 1997. Ms, Gould had 
extensive experience working with the aged and had served in the cabinel of New York 
Governor Mario Cuomo as Director of the Office for Ihe Aging. Once again, the Congress chose 
not to act 011 the nomination. refusing to schedule a hearing or take any aCiion on the maHer. 
This led M~. Gould to ask Ihe Presideni to wilhdraw her nominalion on March 13, 1998. 

Finally, the President nominated William A. Halter as Deputy Commis ...ioner QrSocial 
Security, the number two official at SSA. 
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Deputy Commissioner William A. Halter 

Willianl A. Halter WtLS nominated by President Clinton on 

October J. 1999 and confirmed by the Senate on November 10. 

1999, to become the first confirmed Deputy Commissioner of 

the lade_pendent SSA, He scrved as the Agency's Chief 
Opcmtiflg Ofticcr. providing executive leadcr"hip and direcHon 

to SSA'$ 65;000 employees loctltcd in 1.500 offices nationwide. 


Before his appointment as Deputy Commissioner of Social 
Security, Mr. Halter was a senior advisor in OMS. He advised 
on a range of policy issues, reviewed and evaluated budgets: and 
management practices of Fcdcml cabinet departments, presented 
budget options to the Pre:-idcnt. and formulated Administration 
positions: on domestic and international policy issues. He also 
coordinated the work of the President's Management Council. a 
group comprised of thc Chief Operating Officers of the Federal Cabinet departments, Prior 
to that. Mr. Haller served tlS an cconombt to the Joint Economic Committee of Congress and 
as Chief Economist for the Senate Committee on Finance, He hus also served in the private 
sectOr a<; a management consuhanl with McKinsey & Company, spcciali:r.ing in strategic 
planning and improving organizational effectiveness for a variety of puhlic and private 
clients. 

Mr. Halter received a Bachelor's Degree in Economics and Political Science from Sianford 
University. He was a Rhodes Scholar at Oxford University, a Marshall Scholar. a Harry S. 
Truman Scholar and a National Merit Scholar. 

A key goal of Deputy Commissioner Haller's lenure waS to encourage the usc of computer 
technology in all aspects of SSA's operations. Of particular interest to Mr. Halter was the use of 
the Internet, both as an informational service and a 5Crvice~deHvery method, Mr, Halter pushed 
the Agency to accelerate ils adoption of Intemct service delivery and maintained constanl 
pressure on the organization to find new and innovative ways 10 use the Internet in its business 
operations. 

ThlOughout his lenure, he has focused on: (l} cnhancJng the Agency's relationship with 
Congress, (2) developing a technOlogical infrastrucmre strategy to support best-in-business 
service and the Agcncy's 2010 Vision, (3) expanding electronic servlcc deJivcry initiatives, 
(4} improving communication with externall1!1d internal customers, and (5) cncoumging an 
entrepreneurial environmenl throughout the organization, 
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INSPECTOR GENERAL 


T he Social Security Independent Agency legislation established the Office of 
Inspector General (lG). The Department of Health and Human Services' (HHS) 

• Inspector General managed SSA's Office of Inspector General (OIG) until a new 
IG was nominated and confirmed. The HHS DIG transferred 259 slaff, including three SES 
positions and the necessary equipment and funding to create the office. 

The mission of DIG was carried out through a nationwide network of facilities 
comprising the Offices of Audit, Evaluation and Inspections, and Investigations. Staff in the 
Immediate Office of the DIG supported these three components. 

I nspector General David C. Williams 

President Clinton nominated David C. Williams to be SSA's first IG 

on August 10. 1995. At the time of his nomination. Mr. Williams 

was serving as the IG of the U.S. Nuclear Regulatory Commission. 

On December 22.1995. the Senate confirmed Mr. Williams' 

nomination. He immediately acted to implement an aggressive 

hiring program to build the investigative strength of this new OIG. 

Experienced investigators from other Federal law enforcement 

agencies became integral members of 01G.7 


Mr. Williams is a graduate of Southern Illinois University and 

received his Advanced Degree in Education and a Masters in 

Education from the University of Illinois. He is the recipient of the 

U.S. Bronze Star and the Vietnamese Medal of Honor. Mr. Williams left SSA to become 
Inspector General for Tax Administration of the Department of the Treasury in 1999. 

Inspector General James G. Huse, Jr. 

James G. Huse, Jr. was nominated by President Clinton on July 29, 
1999. to serve as SSA 's second IG. The Senate confirmed him in 
November 1999. Mr. Huse also held the positions of Deputy IG and 
Assistant IG for Investigations at SSA. Prior to his SSA/OIG 
appointments, Mr. Huse was a Special Agent in the Secret Service for 
25 years, rising to the position of Assistant Director. In 1995, he 
received a Special Award from the Secretary of the Treasury for his 
role as the Secret Service official in charge of the White House 
Security Review. 

James G. Huse Mr. Huse served over five years as a commissioned officer in the 

United States Army with two combat tours in Vietnam. He is a graduate of Boston College. 


7 See the Program Integrity chapter for additional information a\)out the role of the OIG. 
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OTHER EXECUTIVE ApPOINTMENTS 


Commissioner Chatcr selected the majority of SSA's top staff who served during 
the Clinton Administration. This chapter contains a brief resume of the Chief of 
Staff, General Counsel, Chief Actuary and Deputy Commissioners. 

Chief of Staff 

Commissioner Chater's selection of a Chief of Stafr strengthened the 
Office of the Commissioner. In September 1994, Commissioner Chater 
appointed Brian Coyne as SSA's first Chief of Staff. As Commissioner 
Chater conceived the position, the Chief of Staff's role was to support the 
Commissioner in the day-ta-day running of the Agency and to coordinate 
the decision-making process within the Agency. In addition, the Chief of 
Staff was to act as liaison between the Agency and other organizations, 
both within and outside of the government. Mr. Coyne was known 
throughout the Agency as a strong and accessible Chief of Staff. Brian Coyne 
Immediately prior to accepting the Chief of Staff position, Mr. Coyne 
was Deputy Chief of Staff to the Governor of Rhode Island. 

General Counsel 

When SSA became an Independent Agency, it had to create an Office of the General 
Counsel (OGC) as it did not have an in-house counsel's office. As an operating component of 
HHS, SSA received its legal services from the Department's OGe. That office had several 
divisions that provided advice to components within HHS. The Social Security Division, which 
was located at SSA Headquarters in Woodlawn, MD, provided program advice and litigation 
services to SSA. The Business and Administrative Law Division in Washington, D.e. provided 
legal advice and litigation support on non-programmatic, general law matters. The Legislation 
Division, also located in Washington, provided legal advice on proposed legislation and support 
in dealing with congressional staff. To create a new OGC involved building an organizational 
structure, undertaking new roles, and earning the confidence and respect of other SSA 
componenb. 

On ~\1arch 31, 1995, SSA established its own OGC that was headquartered in Woodlawn, 
with 10 regional offices and a small staff co-located within the Office of Hearings and Appeals 
(OHA) in Falls Church, VA. 
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In April 1995, Arthur J. Pried was appointed by Commissioner Chater 
the first General Counsel of the newly independent SSA. Mr. Fried eame 
to SSA from New York City, where he served two of its largest agencies. 
He was General Counsel to the New York City Dep,u1ment of Housing 
Preservation and Development and Acting General Counsel and Deputy 
General Counsel for the City's Human Resources Administration. 

Over the five years Mr. Fried served as General Counsel. he successfully 
built an organization from the ground up. He established offices and 
created the internal mechanics to ensure that OGC functioned properly 

Arthur J. Fried
and effectively. His efforts helped to ensure that the newly established 
OGC was a strong one and resulted in OGC gaining the Agency's confidence. 

Chief Actuary 

The Conference Report on the House and Senate versions of the Independent Agency 
legislation emphasized the "very important role of the Office of the Actuary in assessing the 
financial condition of the Social Security trust funds and in developing estimates of the financial 
effects of potential legislative and administrative changes in the Social Security program." 

The role of the Chief Actuary and SSA's actuarial staff was fUl1her emphasized in Public 
Law 104-121, enacted into law on March 29, 1996. Section 103(e) of the Senior Citizens Right 
to Work Act (P.L. 104-121) provides for a Chief Actuary, who shall be appointed by, and in 
direct line of authority to, the Commissioner of Social Security. This provision, in effect, ratified 
the already-existing position of Chief Actuary and specified that the Chief Actuary shall report 
directly to the Commissioner. 

Thc Office of the Chief Actuary is responsible for the preparation of the annual report of 
the Board (d' Trustees of the OASDI trust funds. This is a report on the financial status of the 
OASDI program in the short-range (next 10 years) and in the long-range (next 75 years). Thus, 
the actuarial staff must work closely with the staffs of the Board of Trustees in preparing the 
annual report. In preparing the actuarial cost estimates for the annual report of the Board of 
Trustees, SSA's actuarial staff recommends to the Board the underlying economic and 
demographic assumptions that must be made. Under the law as in effect before the Independent 
Agency legislation, a Social Security Advisory Council was established every four years. One of 
the tasks of the various Advisory Councils established over the years was to develop proposals 
for changes in the Social Security program. The actuarial staff at SSA was responsible for the 
preparation of cost estimates for the Advisory Councils' proposals. Quite often, the various 
Advisory Councils that were established also appointed a technical panel of outside experts, such 
as actuaries, economists, and demographers to review and report on the appropriateness of the 
assumptions of the Board of Trustees. The actuarial staff worked closely with the various 
technical panels in their analyses of the assumptions, methods of preparing the actuarial 
estimates, and the presentation of the estimates. 
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Harry C. Ballantyne has been Chief Actuary of SSA since 1982, In this 

capacily, he is responsible for monitoring the financhd status of the Social 

Security system and estimating the effects of proposals to modify the 

prograni. Prior to assuming his present posHion, he wa:; Deputy Cbief 

ActU<lfY for short-range estimates from 1975 to 1982. 


Harry C. Ballantyne 

Deputy Commissioner for Legislation and Congressional AITairs 

After the Agency became independent in 1995. SSA 's legislative office became much 
higher profile with direct contact with the Congress, OMB. tlnd the White House. The Office of 
Legislation and Congressional Affairs (OLeA) reponed directly to the Commissioner reOccting 
the importance of legislative and congressional affairs to the Agency's work a~ a result of 
Independent Agency. OLeA successfuHy advocated SSA's legislative policy and positions on 
the HilL 

Commbsioner Chater appointed Judy L Ches:-.cr u.\ Deputy 

Conltl1j~sioncr for Legislalion and Congressional Affairs effective 

M~n::h 31, 1995. Ms. Chesser came to SSA as the ASSOciaie 


Commissioner for Legislation and Congressional Affairs in June 1994. 

Ms, Ch(~sser has the lead in developing SSA'$ legislative agenda. which 

she presents to OMB and Ihe Congress. She advises senior SSA 

offiCIals on their testimony for Congressional hearings, and conducts 

liaison activities wilh Congressional members and tbeir stam·;, The 

Office of legislatIve Affairs maintains offices in Washington nod 

Baltimore. 


Judy Chesser 

Ms. Chesser worked for 10 yCUTS as Director of New York City's Wasbington office before 
coming to SSA. In th,li capacity. sbe fommlatcd legislative stf'J,tCgy to advance the interests 
of New York City as they related to Federal lssues. 

Deputy Commissioner for Systems 

D. Dean Mesterharm, a career employee, was selected as DcpUly 

Commbsioner for Systems by Commissioner Chatel' in March 1996. 

Mr, Mcsterharm joined SSA in 1985 (IS the Director of Compuler 

Processing Orx:rations. In 19S7, he \I/as selected 10 be Ihe Assist3nt 

Deputy Commissioner for Sy~tcms_ He is crcdiccd for fir.\l alerting SSA 

10 .he Y2K problem as early as 1989, 


Dean Mesterharm 
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Deputy Commissioner for Communications 

After Independent Agency legislation hecame effective in March 1995, SSA quickly 
assumed a more prominent profile in the Nation's capital. For example: media contacts became 
more frcqmmt, officials made more public appearance" itrld testified more often before Congress, 
and SSA employees began to participate more frequently in local evenl'i and media opportunities 
aoom Social Security. 

Commissioner Chater consolidated the Agency's previously divided communications 
functions into a single Office of Communical ions in June. 1996, This reorgani7.ation provided a 
foundation for developing a comprehensive and cohesive communications plan at SSA. 

Commissioner Chater elevated the office to Deputy Commissioner level 

and selected Joan E. Wainwright as Deputy Commissioner for 

Communications in June 1996. :r,,15. Wainwright served in a variety of 

positions in the public relalions field before coming to SSA in 1994 as 

the Associate Commissioner for Public Affairs. 


L'ndcr 1,,15. Wainwright's leadership, the Agency worked diligently to 
put an effective and accountable communication program in pluce. SSA 
a.;;tablished the strengthening of public understanding as u principal Joan Wainwright 
Agency goal, so that 90 perccnt of alJ Americans may be considered 

knowledgeahle about thc Social Security program by 2005, 


Deputy Commissioner for Human Resources 

Paul D, Barne . ..;. a career employee, has served as the Deputy 

Commissioner for Uuman Resources since March 31, 1997. He is 

rcsponslbJe for providing executive leadership llnd direction for the 

Agency's human resource programs for its 65,000 employees. 

These programs include personnel management, lll.bor-n1anagemenl 

relations, civil rights and equal opportunity, training, and workforce 

analysis. 


Mr. Barnes has held a number of positions since joining SSA in 
I%8, including Regional Commissioner in Chicago. He was the 

Paul D. BarnesAssislant Deputy Commissioner for Operations before assuming his 

current position. 
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Deputy Commissioner for Operations 

Commissioner Apfel named Carolyn W, Colvin as the Deputy 
Commissioner for Opemtions in April 1998. She manages SSA's 
workload operations components ros.poosibIe for the delivery of services 
to the public. Ms, Colvin direct;., the activities of ncarly 50,000 
employee;., located in headquarters, regional offices, field offices. 
telcservice centef$ and processing centers. 

Ms. Colvin has been with SSA since August 1994, when she was 
appointed the Deputy Commissioner for Policy and External Affairs. 
Before m;suming her current position, she was the Deputy Commissioner carolyn W. Colvin 
for Progntms and Policy. Prior to joining SSA, Ms, Colvin was the Secretary of the 
Maryland Department of Human Resources, the fourth largest Agency in the state. with u $1 
billion hurlge! and 7,000 employees. 

Deputy Commissioner for Disability and Income Security 

Susan M. Daniels Wa"; selected as Deputy Commissioner for Disability 
and Income Security Programs. effective April 1998. She is responsible 
for the direction and policy governing the OASDI programs, She leads 
the program policy and management staff at SSA headquarters. Offic:c of 
Hearings und Appeals and a disability determination process in 54 State 
agencies with an administrative budgel of more than SI billion with over 

11,000 employees. Dr. Daniels joined Ihe Agency in August 1994. as 

Associate Commissioner for Disability, 

Prior to coming 10 SSA, Dr. Daniel,.., was the Associate Commissioner of Susan Daniels 
the Administration on Developmental Disabilities in HHS, 

Deputy Commissioner for Finance, Assessment and Management 

On May 5,1998, Commissioner Apfet named Yvette S. jackson to the 
posilion of Deputy Commissioner for Finance, Asscs~mcnt '.lfld 
Management Ms. Jilckson is responsible for ovcn.ccing all financial 
operations for the Nation's Jargest domestic program, which accounts 
for 25 percent of the non-defense Federal budget. Shc provides 
executive leadership in administering un annual operating hudget of 
almost $7 billion, supporting 65,000 employees. 
Prior to joining SSA, Ms. Jack.-ion was the Administrator of [he Food 
and Nutrition Service in the Department of AgricultufC (USDA). As 

Yvette S. Jackson 

Administrator, she oversaw vSDA's 15 nutrition assistance programs 

and mnnaged an Agency budget of $40 billion and a stuff of 1,700. 
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Deputy Commissioner (or Policy 

Strengthening the policy development and analysis mechanio.;ms at SSA, through the 
creation of l centmj policy-making component, was among the Agency's first priorities after 
becoming an Independent Agency. The need for a stronger poHcy role was also articulated in the 
first report I)f the recently created Social Security Advisory Board, DeveJoRing Socia! Security 
Policy: How the Social Security Admini~tration Can Provide Greater Polky Leadership, 
relea;,;ed in March 1997, In the report's opening message, the Board called attention to the ract 
that policy development WitS the first i:-.sue that they addressed because of the primary 
importance they placed on it One of the report's key findings was that Agency leadership hud 
given insufficient attention since the mid-I 970s to policy issues, especially larger policy issues. 
The report noted that frequent organizational changes pl~igm.,'({ the policy area and that policy 
responsibility within the Agency was fragmented and lacked continuity. 

The Board's key recommendations were that SSA pl'Ovide greater policy leadership and 
strengthen policy research. In panicular, they recommended that the Commissioner place a high 
priority on policy and research with the head of the policy development organization reporling 
directly 10 the Commissioner. In addition, the Board recommended that SSA should (1) address 
the larger policy issues and undertake analyses of the effectiveness of its programs. (2) strengthen 
SSA's policy, research. and evaluation capability through new staff and greater interaction and 
coordination with research and policy peopJe outside SSA, (3) attend to the organizational 
structure, and (4) encourage additional research by developing surveys and administrative d'lta for 
research, evaluation. and policy purposes, both inside and outside tbe Agency. 

Soon after his appointment, Commissioner Apfel stated that one of the 
pressing challenges facing the Agency was improving its policy-making 
process. To this end, the Commissioner selected Dr. Jane L Ross as 
Deputy Commissioner for Policy in April 199&. The Office of Policy 
maintains offices in Washington and Baltimore. 

Dr. Ross is a respected economist and possesses a wealth of knowledge 
and leadership ability. She wa.;; the Director for Income Security Issues, 
GAO, prior (0 joining SSA as a Deputy Commissioner. Ms, Ross also 
served in SSA before a.. Deputy As.sociate Commis.sioner for Policy and 

Jane L. RossDLrector, Office of Research and Statistics. 

Dr. Ross holds a Ph,D, and a Master's Degree in Economics and a Bachelor's Degree in 
International Relarions. all from American Univer';ity, 
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SOCIAL SECURITY ADVISORY BOARD 

T
he Independent Agency legislation eliminated the quadrennial Advisory Councils 
on Social Security that hud been provided under the old law, The advisory nature 
of the work performed by the Advisory Councils became the province of Ihe 

Social Security Advisory Board {Board), The scvcn~mcmbcr biparlj~i.m Board was created to 
advise the President, the Congress. and the Commissioner of Social Security on matters rclaling 
to the Social Security and SS1 programs. 

Advisory Board members are appointed to six-year IcnHS. made up as follQws: Three 
appointed by the President (no more than tWO from the same political party); and two euch (no 
more than (lne from the Same political party) are appointed by the Speaker of the House (in 
consultation with the Chairman and Ranking Minority Member of the Committee on Ways and 
Mcan~) and by the President pro tempore of the Senate (in consulti.l1ion with Ihe Chairman and 
Ranking Minority memher of the Committee on Finance). Presidential appointees are subject to 
Senate confirmation. 

Board members serve slaggered terms. The staiute provides that the initial memhcrs of 
the Board serve terms thal expire over the course of the first six-year period. The President 
appoints the Chairman of the Board for a four~year term, cOlncidmg WJth the term of the 
Pre;>ident, or untillhe de;>ignation of a successor. 

Since the Board began meeting in the sprIng of 1996, it ha:-. worked to address the broad 
mandate that the law provides. The Board's work bas encompasscd a number of importnnl 
issues. including long-range financing for Social Security; Changes ill the disability programs: 
SSA'$ polky dcvdopmcnt, research, and program evaluation; [he Agency's quality of scrvk:c to 
Ihc puhlic; the SSl program; and public understanding of Social St'Curity. 

Harlan Mathews, a fonner United States Senator from Tennessee (he replaced AI Gore in the 
Senate when Senator Gore became Vice President in 1993) served as the first Chair of the 
Board from January 1996 to September 1997" Senator Mathews previously was Sec-relary of 
the Cabinet for Tennesscc Governor, Ned McWherter, and Tennessee's State Treasurer. 
During his l3-year tenure as Stale Treasurer. he administered a state-wide public employee 
pension program. Stanford G. Ross replaced him in October 1997, 

MT. Ross was Commissioner of Social Security during thc 

Curter Administration. He is an expert in Social Security and 

Federal taxation issues. Mr. Ross is a Director. former 

President, and founding member of Ihe National Academy of 

Social Insurance, and serves a~ Chair of its International 

Undcrslanding Committee. In addition, he served as u public 

truslee of the Social SecurilY and Medicare tru:'.l funds during 

the Bush and Clinton Administrations. 


Stanford G. Ross 



The six other members as of December 2000 were: 

• 	 Jo Anne Barnhart (House Appointee). Most recently, Ms. Barnhart served as 
Political Director for the National Republican Senatorial Committee, From 1990 to 
1993, she served as Assistant Secretary for Children and Families, HHS. Ms. 
Barnhart's term is from October 1998 to September 2004. She previously served 
from March 1997 to September 1998. 

• 	 .Vlartha Keys (House Appointee). Ms. Keys served as a Congresswoman in the 94\1: 
and 95th Congresses, where she served on the House Committee on Ways and Means, 
Subcommittees on Health and Public Assistance. and Unemployment Compensation. 
Ms. Keys' term is from October 1999 to September 2005, She previously served 
from October 1994 to September J999. 

• 	 David Podoff (Senate Appointee). Mr. Podoff is currently Minority Staff Director 
and Chief Economist for the Senate Committee on pjnance, Prior to heading the 
Democratic Staff of the Committee, he served as its Minority Chief Health and Social 
Securiiy Counselor ~md Chief Economist. Mr, Podoff's term is from October 2000 to 
September 2006. 

• 	 Sylvester J. Schieber (Senate Appointee). Mr. Schieber is Director of the Research 
and Informalion center at Watson Wyatt Worldwide. He specializes in analysis of 
public tlnG private retirement issues and the development of speciaJ surveys and data 
rUes. Mr. Schieber's term is from January 1998 to September 2003. 

• 	 Gerald M. Shea (Presidential Appointee). Mr. Shell serves a~ As.sislam to the 
President for Government Affairs allhe APL-CIO. a position he has held since 1995. 
He served as a member of the 1994-1996 Advisory Council on Social Security. Mr. 
Shea's term is from October 1998 10 September 2004. He previously served from 
.lanuary 1996 to September 1998. 

• 	 Mark A. Weinberger (Presidential Appointee). Mr. Weinberger is the Director of the 
U,S, National Tax Department for Ernst & Young LLP, Prior to thjs, he served as 
Chief of Staff lll1d Counsel to the Prc~idcnCs 1994 Bipartisan Commission on 
Entitlement and Tax Reform (the Kerrey-Danforth Commission). Mr. Weinberger's 
term is from October 2000 10 September 2006. 

Former members and their positions while serving were: 

• 	 Harlan Mathews (Pr~sidcntial Appointee), Chair. SenutOJ' Mathews served from 
January 1996 to September 1997. 

• 	 William C. Brooks (Presidential Appointee), Vice President of Corporate Relations, 
General Motors Corporation. Mr. Brooks served from January 1996 to September 
1996. 
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• 	 Lori L. Hansen (Senate Appointee), Policy Analyst at the National Academy of 
Social Insurance. ~s. Hansen served from October 1994 to September 2000. 

• 	 Arthur "Pctc" Singleton (House Appointee}, Con~;ultant on Trade, Heallh and Social 
Security legislation. Mr. Singleton served from November 1994 to October 1996. He 
left the Board to be the Majority Staff Director, House Ways and Means Commincc. 

• 	 Carolyn L. Weaver (Senate Appointee), Director of Socia! Security and Pension 
Studies at the American Enterprise Institute. She was a member of the 1994-1996 
Advisory Council on Social Security. Ms. Weaver served from October 1994 to 
September 1997. 

BOARD OF TRUSTEES 

B efore Ihe lndependent Agency legislation, the Board ofTrustces of the QASOI 
trust funds consisted of five members: the Secretary or the Treasury, who is the 
Managing Trustee; the Secretary of Laoor; the Secretary or Hcnlth tlnU HUfmm 

Scrvice;.;; nnd two public trustees appointed by the President .md confirmed by the Senate. The 
Commbsioncr was the Secretary of the OASDI Board of Tru;.;tee;.;. Under the Independent 
Agency legislation, the membership of the Board of Trustees was increased from five members to 
six members. The Commissioner of Social Security, as provided for in thc law, was the new 
member of Ihe OASDJ Board of Trustees. The Commissioner also became a memhcr of the 
Board of Tlustecs of the Hospital In;.;urance (.HI) Trust Fund and of the Board of Trustees of Ihc 
SupplementarY' Medica! Insurance (SMI) Trust Fund. Under the transition rules, Commissioner 
Chatcr continued to serve as the Commissioner of the newly Independcnt Agency. Thu;.;, 
Commissioner Chaler served as a member of the Boards of Trustee;.; when the 1995 and 1996 
Tru;.;tces Reports were issued. When the 1997 Truslees Reports were issued in April1997.John 
J, Callahttn, then Acting Commissioner of Social Security. served as a member of the Board of 
Truslee.". Also under the law, the Deputy Commissioner of Social SecurilY became the Sccrccary 
of the OASD( Board of Trustees. The Secretary of the Boards ofTmstces of (he HI Trust Fund 
and the SMI Trust Fund remained the Administrator of the Health Care Financing Administration. 

The Public Trustee positions were created by Ihe Social Securily Amcndrnents of 1983, 
Stanford G. Ross and David M, Walker began four-yearterms on October 2, 1990. They 
continued to serve through the issuance of the annual report for 1995,11 

Mr. Ross was Commissioner of Social Security (1979-1980). He currently serves as 
Ch;lir of the Social Security Advisory Board. He is an attorney at Amold & PoneI' in 
Wmcninglon, D,C, 

.. 'l1lC Se,ci;jj Sl't:urity AI.'! alluws a panik rcprcscntalivc whose lerm has <:xrin.~ 10 conlinuc ttl \iiI,) poi>itlon unul (he 
enrlkr of (he limt' ill which a saccessor lales office or the Board's next annual (cporl is issued, 
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Mr, Walker wu!> a partner and worldwide managing director of the compensation and 
benefits practice of Arthur Anderson LLP based in Atlanta, GA Mr. Walker currently 
serves as the Comptroller of Ihe United States. 

Stephen G, Kellison and Dr. Marilyn Moon were appointed by President Clinton and 
confinned by the Senate to serve four-year terms as public trustees on July 20, 1995. They 
continued If) serve through the issuance of the annual report for 200()' 

Mr. Kellison is Senior Vice President and Chief Actuary of American General 
Retirement Services of Houston. TX, 

Dr, Moon is n Senior Fellow wjrh the Health Policy Center of the Urhan Inslitute in 
Wa~hington, D.c' 

Dr, John L, Pa~mcr and Dr, Thomas R. Saving were appointed by President Clinton and 
confirmed by the Senate to serve four~year terms as public trustees beginning on October 28. 
2000. 

Dr, Palmer is Delln and Profes.sor of Economics and Public Administration of [he 
Maxwell School of Citizenship and Puhlic Affairs at Syracuse University. 

Dr, Saving is Director of the Priv3fe Enterprise Research Center and Professor of 
Economics ill T exus A&M Univer:-.ily. 
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EXHIBIT 1 

NON-CAREER SSA ApPOINTEES 

PRESIDENTIAL ApPOINTEElSENATE CONFIRMED (PAS) 

NAME POSITION 

COMMISSIONERS 

,,,, 

I 
BEGINNINGIENOING 

OATE WITH SSA 

Kenneth S, Apfel Commissioner of Soch\1 Security 09197 ­ Pre,ent 

john), Callahan, Ph,D, ACling Commissioner of Social Security 03/97 ­ 09/97 

Shirley $, Chater Commissioner of Social Security 10/93 ­ 02197 

DEPUTY COMMISSIONERS 

William A, Halter Deputy Commissioner of Social Security 1l/99 - Prelicnt 

Jane G, Gould Deputy Commissioner (Nominee) Withdrew 

Linda Colvin Rbodes Deputy Commiss.ioncr (Nominee) Withdrew 

INSPECfOR GENERALS 

James G. Huse 

David C. Williams 

Inspector General 

Inspector Gcncrul 

,,, 
11199 ­

12195 ­

Present 

06198 
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SENIOR EXECUTIVE SERVICE (SES) 


NAME POSITION 
BEGINNING/ENDING 

DATE WITH SSA 

Brian Coyne Chief of Staff 09/94 ­ Present 

Arthur J. Fried General Counsel 04195 ­ 08100 

Judy L. Chesser 
Deputy Commissioner for Legislation and 
Congressional Affairs 

06/94 - Prescnt 

Carolyn W. Colvin Deputy Commissioner for Operations 08/94 - Prescnt 

Susan M. Daniels Deputy Commissioner for Disability and 
Income Security Programs 

08194 ­ 12100 

Yvette S. Jackson 
Deputy Commissioner for Finance, 
Assessment and Management and Chief 
Financial Officer 

05/98 - Present 

Jane L. Ross Deputy Commissioner for Policy 04/98 ­ Present 

Joan E. Wainwright Deputy Commissioner for 
Communications 

12194 ­ 05100 

James Terry Edmonds Associate Commissioner for External 
Affairs 

12197 ­ 08199 

Barbara B. Kennelly 
Associate Commissioner for Retirement 
Policy 

2199 - 7100 

Eduard A. Lopez Special Counselor to the Commissioner 04/95 ­ Present 

Lisa M. Mallory Counselor to the Deputy Commissioner 
for Disability and Income Security 

08/99 - Prescnt 

James Roosevelt Jr. Associate Commissioner for Retirement 
Policy 

09198 ­ 11199 

Cassandra F, Wilkins Senior Advisor to the Commissioner 04/94 ­ Present 



SCHEDULE C POSITIONS 


NAME POSITION 
BEGINNING/ENDING 

DATE WITH SSA 

V. Lovell Brigham Deputy Press Officer 03/98 ­ 10198 

Judith S. Crandell Speechwriter, Orrice of Communications 06/99 - Present 

Juan E. Lopez Special Assistant to the Chief of Slaff 05/99 ­ Present 

Ashley K. Merryman Office of Communications 06/96 ­ 10198 

Robert A. Nickerson Confidential Executive Assistant and 
Scheduler to the Commissioner 

11194 ­ Present 

Catherine L. Noe Press Officer 03/98 ­ Present 

Lisa Peoples Special Assistant to the Chief of Staff 04197 - 03/99 

74 




CHAPTER THREE: 

PROGRAM SOLVENCY 


D
uring the middle and late 1990s, polling data suggcl\tcd some erosion in public 
confidence in Social Security. Younger peopie. particularly. had very low levels 
of confidence thai benefits would "be there" for them when they retired. j A poll 

conducted by National Public Radio in 1999 indicated that there was still considerable confusion 
about the (u!ure of the Social Securily system.2 Bcc<lusC il is projected to have long~rangc 
flnandng problems. the Social Security program is high on the Nation's agenda, The debate 
over long-term solvency remains a focus of intense put-llie intcrC$L 

From the very inception of Social Security, there 
was an empha~is on the program's long·rangc fiscal 
viability, Presidenl Roosevelt signed the SOciHI Security 
Act into law on August 14, 1935. in response to the 
L"<:ononlic hardships created by the Great Depression. 
Ttll;.; new soda! insurance program sought to address the 
long~ntngc problem of economic security for the aged 
through a contributory system. In that system. the 
workers themselves contributed 10 retirement bene'its by 
making regular payments into a common fund. Social 
Security is a compact bctween gcnerations. It is basically 
a pay~as-you-go program. The Social Security t.axes 
collected from loday's workers pay the benefits of loday's 
retirees, 

President Roosevelt signing tho 
Social Security Act into law 

: American Council of ure Insurance. 'Ibe Polls-PuJl Trends: Sucial Security, Ali Update. PI/hUe Opillirm 

Quorterly. Flill )995, rgs 424-415. 

t Nalionlll Puhltc Raum. 1999. "NPR, the Kaiser Family roundation, and Humm.l University's Kennedy School of 

Gpvcmmcl1I':;: Poll un Sj~i<li !X~urily," 
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FABRIC OF AMERICA 

Sadal Security is part of the fabric of America and its importance 10 the- nation 
cannot be ovcrc$timated. Approximately 153 million workers (96 percent of 
American workers and their families) arc covered under Social Security, The 

program sends monthly henefits fo mOJ'e than 45 million beneficiaries. 

Social Security is our Nalion's gre'lteM anti-PQveny program, Without it, nearly half of 
all older Americans would be living in poverty today instead of 9.7 percent, the 1999 rate. 
Social Security bcnefils lifted roughly 15 million senior citizens om of poverty in 1999. For 24 
million of the elderly, Social Security is a major source of income Hod for half of that group, it is 
their only source.) 

In the last 40 years, Social Security has helped 
cut the poverty rate among the elderly by 72%. 

) Sociul SL'CI.lfiIY Admini'>ltalion. Offi(CJ.) of Rc~ear<:h. Evaluation, and Slati~tics. 
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DEMOGRAPHIC CHALLENGES 


W hen the Board of Trustees issued their 2000 Annual Report on March 30, 2000, 
they projected that over the next 75 years, Social Security's expenditures will 
exceed its income on average by 16 percent. The major factors placing a 

financial strain on the program arc increasing longevity; lower birth rates; and fewer workers 
supporting morc beneficiaries. 

In 1946, 11 million Americans were 65 or older, compared to 35 million in 2000. By 
2030, Ihis senior population is projected to grow to 70 million. As a result, the ratio of workers 
to retirees is projected to decline. Americans are living longer, healthier lives. The life 
expectancy at age 65 for men in 1940 was 11.9 years, compared to 15.8 years in 1999. In 1940, 
the life expectancy at age 65 for women was 13.4 years; in 1999 it was 19.1 years. By 2030, life 
expectancy at age 65 is projected to rise from the 1999 levels by another 1.7 years for men and 
1.3 years for women. 

Currently, there are about 35 million Americans 
age 65 and older; by 2030, there will be nearly 
twice that number. 
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TtH! demographic challenge facing Social Secllrity is n01 just the number of years people 
arc living; it is also a result of historical and projected birth rates. The period 1946~ 1964 was a 
time of high birth rates. Americans born during this period are referred to as the baby boom 
gencmtion. This generation will begin to turn 65 in 201 L FoJlowing the baby boom period wa..; 
one of much lower hirth rates. In the future. birth rutes arc projected to remain at these lower 
levels. 

The number of workers for eaeh beneficiary has declined and that trend will continue. In 
1960, there were 5.1 workers per beneficiary. This ratio is projected to decrease to 2.l workers 
pel' beneficiary by 2030, placing fI strain on the pay~as~you~go system. 

FINANCIAL CHALLENGES 

I t is projected that the Socia! Security system will face a !ong~term deficit. (n its 2000 
Annual Report, the Board of Trustees estimates that the program' S expenditures will 
exceed its income over the next 75-yeal' period. The Old Age, Survivors, and 

Disability Insurance (OASDI) Trust Funds wlll incur un actuarial deficit of 1.89 percent of 
taxable payrol1.4 Based on intermediate assumptions. the OASDI Trust Funds arc projected to 

~ Based on 2000 Trustees RCI"Ofl. inlcrmeJillle assumpti()n~. The l.Ictuarial haJanc~' is the most commonly uscd 
meilsure of lotlg range sohency (,f the OASD] program, This HlC<tSUn.: imjic!ltcs the sile of the diffcTl:'or.:-c hetwecn 
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begin paying out more in benefits than they collect in taxes in 2015. Total income (tax revenue 
plus interest income) will exceed outgo until 2025. The Trust Funds are expected to decline until 
exhaustion in 2037, when annual tax income will be able to pay for only about 72 percent of 
benefits. 

Annually, the Board of Trustees releases a report on the financial condition of the OASDI 
Trust Funds. The following chart shows the history of the Trustees' projections for each year of 
the Clinton Administration when the Trust Funds will become insolvent. 

SOCIAL SECURITY TRUSTEES' REPORTS 
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By using the intermediate assumptions, it is estimated that the Social Security system will 
be insolvent in 2037. However, this projected insolvency of the Trust Funds is not 
unprecedented. In the 1970s, the Social Security Board of Trustees predicted short-term and 
long-term financial problems for the system. This situation was created by a variety of economic 
and demographic trends, such as higher than expected inflation, lower fertility rate, and the 
relationship between wage and price growth. Congress addressed these issues with the passage 
of the 1977 Amendments. Major provisions included: increasing the tax rate; increasing the 

expected financing and cost for the program over a 75 year period. The actuari"l hatance is expressed as a 
percentage of taxable payroll over the 75 years. 
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earnings base; lowering the age at which the earnings test no longer applied; and reconfiguring 
the benefit formula. 

In the early 1980s. the Social Security program faced another serious financing crisis. A 
blue-ribbon panel, known as the Greenspan Commission, was appointed to study the financing 
issues and make recommendations for legislative changes. The final bill, signed into law in 
1983. made numerous changes to the Social Security program including; taxing Socinl Security 
benefits; covering federal employees; raising the retirement age, starting in 2000; and increasing 
the reserves in the Trust Funds. With the 1983 Amendments, financing problems faced by Social 
Security in the late 1970s and early 1980s were temporarily resolved, but the long-range 
financing challenge reappeared a few years later. 

ADVISORY COUNCIL ON SOCIAL SECURITY 

A s required by law on March 23.1994, the Secretary of Health and Human 
. Services, Donna E. Shalala, established the 1994-1996 Advisory Council on 

Social Security. Secretary Shalala and Commissioner Shirley S. Chatel' asked the 
Advisory Council to focus specifically on the long-term fiscal imbalance of the OASDI program. 
The Advisory Council used the intermediate assumptions of the 1995 report of the Board of 
Trustees to examine the benefit structure in the OASDI program from various distributional 
perspectives and to recommend revisions as appropriate. While the Advisory Council expected 
to release their report in 1995, they finally released it in January 1997. Although the Advisory 
Council agreed on the overall concerns about the program, they could not reach consensus on a 
single approach for dealing with Social Security's financial difficulties. The Council members 
were deeply divided on recommending an approach to address the long-range financing problem 
fncing Social Security. Various Council members developed three different solvency plans; no 
single plan was supported by a majority of the 13 members. As the Council itself indicated with 
regard to the different proposals, " ... each involves a very different vision for the future evolution 
of the U.S. retirement system." The three different plans were: 

I. 	 Maintenance of Benefits (MB) -Includes keeping the program's overall benefit 
structure the same; eventually increasing the payroll tax and minor benefit cuts; and 
investing part of thc Trust Funds in the stock market. 

2. 	 Publicly-Held Individual Accounts (IA) - Includes cuts in bcnefits; employces 
contributing 1.6 percent of pay to individual savings accounts, in addition to the 
current.l2.4 percent OASDI tax rate. 

3. 	 Privately-Held Individual Accounts (PSA) -Includes replacing Social Security with a 
two tier systcm consisting of a flat retirement benefit (tied to the numbcr of years of 
work) and an individually owned retirement account funded by a 5 percentage point 
contribution from the current OASDI tax rate. 
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CONGRESSIONAL INTEREST AND SOLVENCY PROPOSALS 

W hile a few Social Security reform proposal~ had been offered prior to the 
release of the Advisory Council's report, the release of this report acted as a 
catalyst for increased public and congressional interest in how best 10 address 

the long-range financing issues of the Social Security program. 

Ovcr the period 1993-2000, Congress held 46 hearings on Social Security solvency or 
closely related issues. The topics orlhe hearings ranged from the overall status oflhe trust 
funds. to specific solvency plans. to specific features of some pians---c.g .• raising the retirement 
age. Most of these congressional hearings occurred after the Advisory Council submitted their 
report. Of these 46 hearings, an SSA witness testified at 27 of them, 18 of which the 
Commissioner of Social Security provided testimony. 

In the I 03 r<.l_1 OSlh Congresses (1993-1998), 21 plans were offered by Members of 
Congress to provide reforms to deal with the long-range financing challenge facing Social 
Security, and in the 106lh Congress (1999-2000), there were 23 such plans. In general, the 
solvency bills were sponsored by relatively few Members of Congress and often had only a small 
number of or no co-sponsors. In some cases, the same Member of Congress introduced several 
bills that were variations on a theme. No single bill or specific plan gained significant support in 
the Congress. 

In addition to Congress sponsored plans, various commissions proposed their own 
solutions. For example, President Clinton established the 1994 Bipartisan Commission on 
Entitlement and Tax Rcform~ to examine the impact of entitlement programs on the Nation's 
future and to recommend reforms. The Center for Strategic and International Studies developed 
the 1998 National Commission on Retirement Policy to examine the fiscal challenges posed by 
the retirement of the Baby Boom population. "Think-tanks" and other public policy 
organizations as well as prominent individuals with long-standing interest in Social Security 
were also active in dcveloping and suggesting their own plans. 

Proposals for reforming Social Security ranged from maintaining the current structure to 
changing the investment strategy of the Trust Funds, to dismantling Social Security altogether 
and privatizing retirement savings.6 

Proposals, designed to improve long-range solvency, achieve this goal through reductions 
in benefits, increases in revenues, or some combination of both. Options that policymakers have 
been considering to reduce benefits include cutting the annual cost-of-living adjustment (COLA). 
changing the benefit formula, making across-the-board cuts, and increasing the normal 
retirement age. Options to increase trust fund revenue include raising payroll taxes; transferring 
revenues from the general fund of the Treasury to the Trust Funds; covering newly hired state 

~ The ranel {'{Jnsiswd of Memhcrs of Congress and private citizens. 

(, Daly, Mary C, Economist, Fcdcral Rescrve Bank of San Francisco, Economic Lf'/ll't, Numher YY-20, June 25, 
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and local employees in the system. and increasing the amount of earnings subject to the payroll 
tax? 

Almost alilegislutlve proposals advanced to restore long~runge solvency would make usc 
of the nmion's financiaJ markets to improve the rate of return under the system. One group of 
proposals would alter the Social Security trust fund's investment policies to allow the funds to 
include equity investments. This change would he consistent with the investment practice-Ii of 
state pension funds and is designed to increase the return to the trust funds so (hat smaller 
reductions in benefits or smaller increases in revenue would be needed, Some proposals include 
provisions that wl)uld use some of the Federal budget surplus to make gcneral revenue transfers 
to support Social Security. 

Olher proposals would permit or mandate the creation or personal ~avings accounts-­
either as a substitute for Social Security benefits. or as a supplement to them, Thce>c accountS arc 
generally financed eilher by a redirection of a portion of the current Soda! Securiiy payroll tax or 
by funds from general revenues or the government. Becau~e redirecting a portion of payroll 
taxes to fund individual accounts would have a ncgmive effect on solvency, these plans include 
elemcnts thai would reduce benefits. In some cases, the plan calls for the reduction or offset of 
the Soci.tl Security benefit based on the growth, or hypothetical growth, in the person's 
wdlvidual accounl. Another proposal was unique in that it would guaranlee the currenl hcnefit 
level. fund individual accounts through general revenues (rather Ihan redirecting a portion of the 
payroll tax). and then off.sct the Social Security hcnefi! in most cases by 100 percent of the 
amoun! accumulated by the individual account. 

THE PRESIDENT'S SOCIAL SECURITY PROPOSALS 

AND THE NATIONAL DIALOGUE 


On Septembcr 10. 1997. during his confirmation hearing as Social Security 
Commissioner Designee, Kenneth Apfel stated: 

"In all candor, Mr, Chairman, critical discussions about the 
future of the Social Security program need to take place not 
only in committee hearing rooms on the Hili, but also in 
fa.mily living rooms a/l across America. As Commissioner, 
one of my roles will be to help Americans understand Social 
Security today, so that they will be prepared to make the 
tough choices to ensure the program will be there for them 
tomorrow." 

7 Sec Exhibi! I. 
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Four months later, President Clinton direcily addressed the long-term financing problems 
dmt were facing the Social Security program in his 1998 State of Ihe Union address and laid out a 
pfOcess to achieve meaningful reform. At the lime of his. State of the Union address. surpluses ($1 
trillion oyer the next 10 ye<.tr~) were projected in the unified hudgel, but. he said, the surpluses 
shouldn't be used until we "Save Social Security First:' He s..Iid we must educate Americans so 
that they understand the Social Security program and the iS5ue~ facing it. President Clinton invited 
all Americans to join in the di~cus~ion. He called for a series of non-partisan, town hall forums 
throughout the country tu engage the dti7,cnry in an informed public debate. On Fcbmary 9, 1998. 
he delivered a major address on Sodnl Security al Georgetown Universily in Washington, D.C as 
the unofficial launch of the year-long prot;:ess of dist;:US!iing the future of Social Security. 

The Agency played a prominent role as 1998 became a year of intensive activity aimed at 
expanding the discussion of the Sodal Security progrum. Commissioner Apfel urged dozens of 
organizations, including advocacy groups for minorilies, youth, and senior citizens; publit;: policy 
and grass roots groups~ trade associations; and business and labor organizations to engage in the 
dialogue. Sociul Security provided informational materials and analyses to help promote the 
discussions. 

At Ihe beginning of this initiative, Commis<.;ioner Apfel indicated the importnnt;:c ofthesc 
discussion:: whcn he made a speech to the National Academy of Social Insurance at Ihe National 
Prcss Club on January 30, 1998. just three days after the President's State of the Union address. 
He said: 

"In the coming weeks and months, we need to educate the American 
public about the basics of this complex, financial program, We need to 
explain its importance, and we need to make the program real to as many 
Americans as possible," 

(n uddhion to these agency 'lCtivities, Commissioner Apfel partkipatcd in regular White 
House mee,lings with the President'S Senior Economic team to explore policy options and to 
assist the President in developing his Social Security reform proposal. This group met regularly 
with the President to discuss how best to achieve meaningful Social Security reform. Those 
meelings conlinued throughout the remainder of the President's second term in office. 

At the request of the Presjdent. the 
Concord Coolition and tbe American Association 
of Retired Persons eo-sponsored The Great 
Social Security l)ebate, a series of nalional 
discussions about the future of Social Security 
that President Clinton had called for in his Stale of 
the Union address, On April 7, 1998. President 
Clinton participated in the lirsl of the nalional 
forums. It was held on the campus or Penn Valley 
Community College in Kan..,as City, Missouri. 
The second forum took place in Providence, 
Rhode Island on July I, 1998, and featured Commissioner Apfel attending White 

House Conference on Social Security 
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Vice President Gore, President Clinton hosted the third regional forum in Albuquerque, New 
Mexico on july 27.1998. The bipartisan dialogue culminated with a historic While House 
Conference on Social Security on December 8~9, 1998, providing a unique opportunity to bring 
together the benefits of a well-balanced group of experts to facililate Ihe discussion. The 1wo­
d~lY event was held in Washington, D,C. and President Clinton attcnded the conference. Jnvilcd 
guests submitted two-page proposals for Social Security reform which were published in a book 
of Conference Statements. 

In his 1999 State of the Union address, the President laid OUI his propo;;ul to "Save Social 
Security First." He proposed transferring 62 PCI'Ccnt of the unified budgel surpluses ($2.8 
triilion) to Social Security over the next 15 years: saving J5 percent of the surpluses to shore up 
Medicare; and investing 12 percent of the surpluses into new Univcrsal S ..lvlngs Accounts. The 
remaining] 1 percent wus for defense and olhcr domcscic priorities. This would extend solvency 
an additional 23 years, from 2032 to 2055. 

At this time, budget projeclions began to show that the federal government would 
accumulate sllb~tantial budget surpluses in addition to those produced by Social Security. 
RcpubliCiln Leadership responded to the President's proposal to transfer 62 percent of the unified 
budget surplus to Social Security by pledging to "lock away" the entire Social Security surplus. 
Much of 1999 turned into a debate over protecting the Social Security surplus, rather than a 
debate over how to achieve long-term solvency for Social Security. 

In his 1999 State of lhe Union address, President Clinton also exprc~scd his concern 
ahout relatively high poverty rates among older women stating "We should reduce poverty 
among elderly women, who are nearly twice as likely to be poor as our other !-Icniors... :' 
Throughout 1999. SSA analyzed numerous proposuls to enhance Social Security benefits. in 
ways that would reduce high poverty rates. among older women, particularly widows. relative to 
the overall elderly population and provide improved economic protection for an especially 
vulnerable segment of society. 

tn his 2000 State of the Union message, President Climon modified his proposal m an 
efforl to achieve bipartisan consensus. He call cd for locking away Ihe entire Social Securily 
surplus; paying down the national debt; and dedicating the interest savings 10 Social Security, 
which would extend solvency from 2037 to 2054. In addition. the Presidenl recommended 
investing a small share of the Trust Funds in equities to further extend the life of the Trust Funds. 
He called on Congress (0 work with him on a bipartisan ba'iis to make the additional changes 
necessary to strengthen the Social Securi!y program and put the program in long~term actual 
balance. 

Throughout 2000, the Adminislmtion and Congress attempted io try and advance the 
debate, despite the looming presidential campaign. The President continued to urge Congress to 
address the generational challenges facing America in this time of prosperity. Commissioner 
Apfel continued to travel throughout (he country urging that America address these challenges 
sooner than laler. Unfortunately, a... President ClinlOn's tenn of office came to a dose, it became 
evident that meaningful Social Security refoml would not be achieved during this session of 
Congress" 
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THE AGENCY'S EDUCATION, POLICY, AND 

RESEARCH EFFORTS 


Throughout Ihe PI'e,,,idenl's second term, SSA worked to ensure that the public had 
the information it needed 10 understand the essentials of the program, ~o they 
could participate in the discussion of how best to strengthen Social Securiiy for the 

futul'C. When the President called for a mitior public discussion on the long-range future of the 
Social Security program in 1998, the Agency was well positioned to meet its responstbility of 
advancing public education. Social Security employees had a central role to play in these 
discussions, not by taking sides, but by educating. In order for SSA to more effectively serve the 
public, (here was a big push behind expanding the cupacily of our workforce to enguge the 
public. In 199&, SSA eS1<lblished the "Employees as Ambassadors Program" and trained all 
65,000 employees-many whom havc become specialists-IO answer the tough questions about 
Social Security. Supporting this effort was an aggressive, proactive public education outre.lch 
campaign during the two-yea!' period of 199& and 1999, employees participilled in more Ihan 
10,000 events and media opportunities on issues affecting Social Security's future. These events 
included community seminars. co-sponsored by organizations such as tlie Junior ~hal1lber of 
Commerce and Americans Discuss Social Security, and Congressional forums. newspaper 
editorial boards, and Internet discussions. SSA developed special public information muterials to 
support the national dialogue on long-range financing and published a neW booklet entitled The 
Future of Social Security that outlined important program and financing issues, Well over onc 
miHion copies of the booklel were distributed. 

SS" developed several short background papers about the workings of current Social 
Security programs for the fomms and dh;cussion groups on Social Security solvency issues. The 
material re.::cived more general distribution through SSA's website and elsewhere:. The papers 
iJ1Cluded pieces describing how Social Security benefits help women, minorities, and low-wage 
workers. Another described the low administrative costs of the current program, A series of 
questions and answers were developed to provide financial and statis.lical information on 
solvency issues. They direcled website users to selected tables on the trust funds, the financing 
for Social Security and Medical'e. and the dalc;.; of currently projected long-range financing 
shot1fuHs in the OAS), DJ and HI programs. Estimates of Ihe number of workers insured under 
Social Security and the approximate ratio of workers to beneficiaries were ulso presented in this 
way. FaCl sheets and other materials were prepared for distribution and discussion at several 
symposiums such as the October 1998 "White House Round Table on Women and Social 
Security" and the "First Lady's Social Security and Women" event held on January 23, 1999, 

In addition, SSA worked internally and externally developing models and simulalions 
that determined the impact of making major changes: to the Social Securily system. These 
included models such as Historical Cohorts. Micfosimulalion,8 Modeling Income in thl! Near 
Term, and CORSIM. These models dealt with the effects of changes to the Sodal Security 
program on distributional impact, economically vulnerable beneficiaries. and long-term em>! 

8The micmsimu]mion modeL was. dcveloped at Cornell UUlversily. 

85 



analyses. SSA continues to prepare mmerials on all fiscal effects of various proposals to change 
the Social Security program, 

Although the public debate on long-term solvency of the Social Security system became 
a central issue in the 2000 Presidential Carnp{tign, national politica[ leaders could no! agree on 
legislation to strengthen the program, In an interview with Planet Gm"CoJfl on October 12, 
2000, Commissioner Apfel said: 

"My one regret is that we're not sitting here today saying Ihat we have 
taken the financial sleps Ihat were necessa!)lto assure thai we can look 
our grandchildren in the eyes and say we've got the right financing system 
in place, Ihatlheir benefits will be as strong for Ihem as they were for our 
grandparents, " 

He rurther stated in an inlervicw with the Boston Globe on November 5. 2000, "I was 
hoping that by now we would see legislation designed to ensure that Socia! Security would be 
:<lrHng through the 21\1 Cenlury. Obviously, we haven't made it 10 the finish line on that one." 
As indic<ltcd. while no consensus on what to do wa'i re<lched, many agreed that the sooner an 
ugreemcnt is rew:hed the hcuer. 

REPEAL OF THE RETIREMENT EARNINGS TEST (RET) 

Another significant change 
. in Social Security during 

the Clinton Administl'ution 
was the repeal of th(.~ Retirement Earnings 
Test (RET), Originally. Social Security 
was des.igned as a social insurance 
program under which workers and their 
dependents were to be insured against the 
loss of earnings as a resull of retirement. 
disability. nr death of Ihe worker, Benefits 
were intended to partially replace the 
earnings that are actually lost due to these 
evems, ltl that eontext~ the RET was 
designed il', an objective measure of the 
earnings amount lost due to retirement. 

The Social Security program 
always had a RET, However. the "aIJ-or­
nothing" test in the original 1935 Social President Clinton signs bill repealing RET 

'6 




Security At,;t was modified nllmerous times to allow retirees to supplemenl benefits with earnings 
up to a specified leveL 

Prior to the repeal in 2000, the first change to lhe RET durlfig the Clinton Administration 
occurred in 1996. With the strong support from President Clinton and the Congress, the annual 
exempted umounts for beneficiaries aged 65 iO 69 were legislated to rise annually umH reaching 
$30,000 in 2002. This increase gnve many older Americans the opportunity to supplement their 
Social Sceuriiy benefits while remaining productive members of the workforce, 

Prior to the repeal of the RET. benefits were reduced $1 for every $3 of cumings above 
the annual exempt amount for beneficiaries age 65-69. Benefits were reduced $1 for every $2 of 
earnings ahovc the annual exempt amount for beneficiaries below age 65. Unearned income, 
such as interest income, dividend payments, private pensions and the like, were not counted for 
purposes of the RET. 

In addition, worker.-; were exempt from the test when they rcached age 70, for a worker 
below age 70, his or her earnings above the exempt amount affected nol only his or her own 
benefits, but also the benefits of [ulllily members receiving benefits on the worker's cumings 
record, However, if a dependent or survivor beneficiary has earnings above the exempt umount, 
those earnings can affect only that individual's payments. 

Delayed retirement crcdits (DRC) arc provided to compensate workers agc 65-69 whose 
benefits are wilhheld under the RET, The DRe increases the worker's retirement benefit for 
each month aficr the full benefit rctirement age (now age 65 but scheduled to rise to 67 by 2022} 
that the worker delays filing for benefits or benefits are fully withheld, The DRC is curren11y $ix 
percent per year for workers age 65 in 2000. The ORe percentage will increase 0.5 percentage 
point every Iwo yenrs until it reaches 8 percent PCI' year for workers reaching ful! retirement age 
in 2008 and laler, When the ORC is 8 percent pcr year, benefits 10s( due 10 delayed retirement 
generally will be offset in un aCluarially fair manner by the increase in henefits resulting from 
DRCs. 

In carly 2000, both the Congress and the President signaled a willingness to repeul !he 
Retirement Earnings Test for those above the normal retirement age. Commissioner Apfel 
testified heforo {he House Ways and Means Suhcommittee on Social Security on this issue on 
February IS, 2000. Congressional action was swlfl. The legislation quickly wenl to the full 
House where it was passed 422~O on March 1, 2000 and 100-0 on March 22, 2000 in lhe Senate. 
On April 7. 2000. President Clinton signed Public Law 106-182. Thc Senior Citizens' Freedom 
to Work Acl of 2000. This Act eliminated Ihe RET and the 45-hour foreign work lest in and 
after the month in which a person attains full retirement age, relroactive to Janllary I, 2000. It 
also permitted beneficiaries 10 decline current monthly benefits so thaI they can cam DRCs. This 
legislation was estimated to have a negligible effect on the long ntngc financing of Social 
Security. 

EUlTling:, at or after the full retirement age no longer count towards the RET. Beginning 
in 2000, earnings between January of the year no individual reaches ::-.1ormal Retirement Age 
(NRA) and lhc month before lhe numth of atWinmcnt of :\,RA arc counted toward the $1 for $3 
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RET. For :2000, the excess over $17,000 is counted, For 2001, Ihe excess over $25,000 is 
counlcd and for 2002, the excess over $30,000 is counted. Thereafter, the threshold is indexed to 
the growth in average wages, Beneficiaries would continue to be subject to the lower $1 for $2 
test for earnings prior to January of the year of attainment of the NRA. 

As tl result of this legislation. noout 800,000 beneficiaries age 65-69 and 150.000 
auxiliary beneficiaries, who previously los1 some or aU of their benefits under the test. now 
receive full benefits, In May 2000, abou! 400,000 beneficiaries in this group were reinstated and 
received relroaclive payments averaging $3,500 per person for benefits due since January. SSA 
paid a tolal of $1 ,5 billion in refunds just three weeks after the legislation was signed inlo law. 
Beginning in June 2000, SSA automatically reinstated working benefidarie~ US they attained full 
retirement agc. 

Between May 2000 and October 2000, SSA sent a series of one-time "Good News" 
notices informing over 9 million affected working and non-working beneficiaries of the change 
in the RET and Ihc new 0plion 10 ct\m DRCs. 

CONCLUSION 

The Social Security program has become the most successful and mwn popular 
domc....tie program in the nation's history. It has been providing economic security 
for workers and their families for 65 ycars and is America's greatest anti-poverty 

program. Social Security ha-; made an enormous difference in the lives of older Americans. as 
more than nine in ten of them receive retirement benefits each month. 

However, !he 2000 Board of Trus{ces Report estimates that the OASDI Trust Funds will 
be exhausted in 2037. President CHnton. Members of Congress, different commissions und 
organizations, and prominent individuals with a long~standing interest in Social Security all 
sponsored }:olvcncy plans, The Agency played H key role in ensuring that the public had the 
information it needed to unders1and the essentials of the program. so they could participate in the 
discussion of bow best to strenglhcn Social Security for the future, Social Security provided 
informational materials and analyses to help promote the discussions.9 

While no consensus on whm to do was reached, the need to resolve the long-range 
financing issue has been made very clear. It will be up to future Administrations and Congresses 
to address this critical challenge of the aging of America, 

YFnt SSA -pr0grClnl statistics during thl! Clin!oo Aomioislralinn. sec SSA' s Annuill Stalistlcs Supplement. 



EXHIBIT 1 

EXAMPLES OF OPTIONS FROM THE 
SOCIAL SECURITY ADVISORY BOARD 

(LONG-RANGE ACTUARIAL DEFICIT OF 1.89 PERCENT OF TAXABLE PAYROLL) 

Options 
Savings as a 

% of 
Taxable 
Payroll 

% of Social 
Security 
Deficit 

Resolved 

Lower Benefits 

Reduce the COLA by 0.5 percentage point below CPI, 
beginning 121200 I 

0.74% 39% 

Reduce the COLA by 1.0 percentage point below CPI, 
beginning 1212001 

1.44% 76% 

Increase the number of years used to calculate benefits for 
retirees and survivors from 35 to 38, phased in 2002-2006 

0.25% 13% 

Increase the number of years used to calculate benefits for 
retirees and survivors from 35 to 40, phased in 2002-2010 

0.40% 21% 

Reduce benefits across the board by 3 percent for new 
eligibles, beginning in 200 1 

0.36% 19% 

Reduce benefits across the board by 5% for new eligibles, 
beginning in 2001 

0.60% 32% 

Speed up present law phase in of increase in the normal 
retirement age to 67 by 2011 

0.13% 7% 

Increase the normal retirement age to 67 by 20 II; then 
index (normal retirement age=69 by 2059 and continues to 
rise) 

0.52% 27% 

. 
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Options 
Savings as a 

% of 
Taxable 
Payroll 

% of Social 
Security 
Deficit 

Resolved 

Increase Revenues 

Raise payroll tux wtcs (for employees and employers 
combined) by 2.0 percentage points in 200 I 

1.96% 104% 

Cover all newly-hired State and local government 
employees, beginning in 2002 

0.21% 11% 

Make 90o/t; of earnings subject to payroll tux ($145,800 
maximum in 2003), with increase phased in 2001-2003 

0.64% 34% 

Other Options 

Invest 40% of Trust Funds in stocks over 15 years, phased 
in beginning in 200 1 

1.02% 54% 

Transfer money from Federal budget surplus (general 
revenue) to offset the OASDI Trust Fund deficit 

Impact would depend on the 
amount transferred. 

Use a portion of the payroll laX (e.g., 2% or 5%) to provide 
mandatory individual accounts. 

Impact would depend on the 
portion of payroll taxes carved out. 
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