CHAPTER TWwWO:
INDEPENDENT AGENCY
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{SSA} as an Independent Agency and the sieps the Agency took 10 assume its

new duties, including the sclection of strong and capable leadership. The
establishment of 55A as an Independent Apency may be the most significant development
during Commissioners Chater and Apfel’s time in office. I enabled the Agency to (1) improve
program manugement, by taking 2 more active role in addressing its major program challenges,
{2} be more accountable to the public, (3) be more responsive (o the Congress, and (4) provide
stibie executive feadership, The highlights of 88A’s mgjor accomplishments under
Commissioners Chater and Apfel are discussed.

4 l Yhis chapter describes the history feading to the Social Scourity Administration

THE EARLY YEARS

1935 established 2 Social Sccurlw Board {Board) comprised of three mcmbezs
appointed by the President.' The chairman reported directly to the President. The
ortginal members weore John G, Winant, Chatrman; Arthur F, Altmeyer; and Vincent M. Miles.

Arthur Alimeyer became the Board’s sccond permanent chairmar in 1937, shortly after
Chairman Winant's resignation.

Socidi Security began as an Independent Agency when the Social Security Act of

Beginning in carly 1937, President Franktin . Roosevelt sent to Congress a scries of
messages and proposaks regarding reorganization of the Exccutive Branch, He wanted o reduce
the number of agencies reporting to hum, The Reorganization Act of 1939 authorized the
President to devise a plan 1o reorganize the Bxecutive Branch, The President’s Rearganization
Plan No. | created the Federal Security Agency as a new sub-cabinet agency and located the

"Tite VI of the Social Secusity Act.
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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

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 purposcs, 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.

Proposals in the Congress to make SSA an Independent Agency can be traced (o the

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
relcase 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 reccommended an tndependent agency to be called the
Social Security Board, which would administer the Qid 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 Sccretary Richard Schweiker, in May 1981, of a
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 reccived 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 Soctal Security reform
proposals, President Reagan, by executive order, established the bipartisan National Commission
on Social Security Reform. The Commission, hcaded by Alan Greenspan, reported (o the
President and the Congress on January 20, 1983, recommending a far-reaching package of
proposals intended to ensure the solvency of Social Sccurity. The Commission’s report also
included a statement that a majority of its members believe “that it would be logical 1o 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 all 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, forimer
Director ol the General Accounting Office. Other panel members were Arthur E. Hess, former
Deputy Commissioner of Social Security, and Martha Derthick, a noled 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 by 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
personnel and management authority currently performed by the Office of Personnel
Management and the General Scrvices Administration.

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
Scnate. Congressional testimony and reports argued that SSA should be independent from HHS
for a number of reasons, including the need for (1) improved management and continuity of
leadership at SSA, (2) greater public confidence about the solvency of Social Sccurity, 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 ol about
$371 billion accounted {or over one-half of HHS’s total budget for that year.

Senator Daniel Patrick Moynihan (D, NY), Senate Committee on Finance Chairman,
103" Congress (1993-1994), was a strong proponent of SSA as an Independent Agency. He
argued that such a move would help insulate the program {rom 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 areturn to a
multi-person Social Security Board as the administrative authority; the Senate preferred to retain

2 A Plan 10 Establish an Independent Agency for Social Securirv: A study prepared for the Committee on Ways and
Means, United States House of Represematives and the Committee on Finance, United States Senate, pursuant 10
P.L. 98-21 by the Cangressional Panel on Social Sceurity Organization, June 12, 1984,
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a singlc Commissioner. 38A sided strongly with the Senate position. The final compromisc on
this 1ssue accepted a single Commissioner, but also included the creation of a permanent,
independent, and bipartisan Social Security Advisory Board. The Advisory Board was to replace
the periodic Advisory Councils, which under prior law mel every four years 1o advise the
Congress and the Administration on Social Security matters.

SSA returned full-
circie 1o its place of origin
in the federal hierarchy
when the President signed
the SSA Independence and
Program Improvements Act
of 1994 into law on August
15, 1994, The law took
effect on March 31, 1995 to
allow suflicient time for the
complex transitional
preparations. The Act
brought with it a full
complement of challenges, 17
ranging from finding new RN 5 U
headquarters space in P S s
Washington, to recruiting ning the 14894 fegislation, 8/15/94
exceculives and fully staffing the new offices of the General Counsel and the Inspector (General.
There were also the complex issues of interpreting the Independent Agency legislation, and
learning how to operate without the cushion of HHS. The greatest challenge of being
independent was the issue of the Agency’s progranumatic responsibilities. As an arm of HHS,
SSA’s role was one of day-to-day delivery of services. As un Independent Agency, SSA now
had & lundamental responsibility o help shape its programs, educaie the public about Social
Security, and plan for the long-term fwture. The return to Independent Agency status had several
major impacts on SSA.

At -~

’ﬁ . -
President Clinton sig

The foremost was the elevation of the Commissioner 1o cabinet-level status; that is, the
Commissioner began attending the President’s reguiar cabinet meetings and reported directiy 1o
the President on matiers involving Social Sccunity. The Commissioner was also designated as a
member of the President’s Council on Domoestic Policy,

The Independent Agency legislation created two additional statutory positions: a Deputy
Commissioner appointed by the President to serve a six-year term subject to Senate confirmation
and aes Inspector (eneral, also appoinied by the President and subject to Scnate confirmation. In
addition, the number of Senior Executive Service (SES) positions at S8A was increased,
including the number of positions excepted from the competitive service because ol their
confidential or policy determining charter.” By 1997, six of the cight Deputy Comniissioncrs
were i non-career SES positions and two Deputy Commissioners were carcer SES cmployees.

¥ Kpe Exhibit | for listing of political appointees from 1993 10 2000,
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OFFICE OF THE COMMISSIONER: 1993-2000

Acting Commissioner of Social Security during the Clinton Administration. The
Senale confirmed one person as Deputy Commissioner after two other persons
failed to receive Senate conftrmation.

Two persons served as Commissioner of Social Security and three persons served as

Acting Commissioner Louis D. Enoff

Following the departure of Commissioner Gwendolyn S. King in October
1992, Mr. Enoff, SSA’s Principal Deputy Commissioner, was named
Acting Commissioner. Mr. Enoff 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
functioncd principally as a “chief operating officer,” running the day-to-
day business of SSA. In his acting capacity, hc was not cxpected to assert
a strong Capitol Hill prescnce 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) Secrctary, Donna Shalala,
appoinied 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. Hec hcaded SSA f{or three months, until Commissioner
Chater’s confirmation was completed. Dr. Thompson left SSA in
December 1995 to become a Fellow at the Urban Institute.
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Commissioner Shirley 8. Chater, Ph.D.

Shirley Sears Chuter beeame Commissioner of Social
Security on October 8, 1993, Commissioner Chater brought
a Hifetime of leadership and public service (o this position.
She came 1o S8A from Texas Women's University, where
she served s Prosident from 1986 to 1993,

Among her other positions, Commissioner Chaler served as
an assogiate with the Amencan Council on Education,
Division of Academic Affairs and Institutional Relations in
{983-1984, and as senior associale of the Association of
Governing Boards of Universities and Colleges from 1984 to
1986. She was Vice Chancellor for academic affairs at the
University of Culifornia-San Francisco fron 1977 1o 1982,
She held faculty appoiniments from 1972 to 1986 in the ;
Deparument of Social and Behavioral Scicnces, School of Shirley 8. Chater
Nursing, at the University of California-San Francisco and in

the School of Education ot the Uaiversity of California-Berkeley,

)
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Commissioner Chater, u nutive of Pennsylvania, received her B.S, degrec in nursing from the
University of Pennsylvaniy, an M.S, degree in nursing from the University of California-San
Francisen, a Ph.D. in education from the University of California-Berkeley, and a certificate
from the Massachusetts Institute of Technology, Sloan School of Management.
Commissioner Chater has been elected to the Institute of Medicine of the National Academy
of Sciences. She s a member of the National Academy of Public Administration and the
National Academy of Social Insurance.

Under the leadership of Commissioner Chater, SSA realized signifteant accomplishments
in the administration of s programs. The following chapters discuss these accomplishiments.
They include:

LEADERSHIP

s  SSA’s transivion from HHS o an Independent Agency, a transition characterized as
“searnless” and among the best ever by the General Accounting Office.

» Significant increases in Congressional funding for SSA’s administrative budget,
representing more than a 33 percent increase over four vears,

» The first Agency Business Plan th guide agency priorities and business processes.

» An Accountability Repori to track financial and productivity measurements,
recognized as a model document by OMB,
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» Agency performance reporting standards years in advance of requirements undcr the
Government Performunce and Results Act,

* Signed the first Agency partnership agreement with untons,
WORLD-CLASS CUSTOMER SERVICE

» Developed and posted customer service standards in S5A%s 1,300 figld offices across
the country.

« Cut average processing times for disability cases for three consecutive youars,

s Roccived highest overali rating for 800 number ielephone service among public and
private service organizations renowned for service,

s Created Agency Internet site. Nearly 400,000 poople visited the site during FY 1996.
ENHANCING PUBLIC CONFIDENCE

s Issued nearly 11 million {irst time Social Security bene{it estimaies to eligible
iadivictaais age 60 or older in1995. In 1996, statements were sent 1o people age
37.59.

»  Developed extensive educational programs on Soclal Security for the Amernican
pubhc.

*  Obtained sgreements with 3,500 state and local jail systemis throughout the country to
stap payment of benefits to prisoners.

+ Tightened qualifications for more than six million volunteers who manage beneflt
payments for individuals unable to munage their own finances,

SUPPORTIVE WORK ENVIRONMENT

»  Achicved SSA’s highest-ever representation of minorities and women in management
positions as of 1997,

s Held first Agency-wide diversity conference for employess in Miami, Florida in June
1996,

» Instituted electronic broadeasts from the Commissioner to employees on fast breaking

IRRUCS,

4 : : . .
Beginmng in 1909, evory worker age 23 and older recerved o yearly stutoment,
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¢ Insutated “interactive distance learning” for employees, using ae intra-agency
elevision classroom providing simultancous training to work sites across the eountry,
This initiative ensured consistent training wnd reduced training costs.

While Commissioner Chater was already serving as Commissioner, the Independent
Agency legislation required the Commissioner of Social Security 1o be nominated by the
President and confirmed by the Senate. Presidert Clinton nominated Commissioner Chater on
November 15, {994, Commissioner Chater's confirmation hearing, however, got interwoven
with concerns about the fong-term viability of the Social Security Program.

During this time period, the issue of Social Sceurity’s long-range solvency was at the
forefront. One of the core problems was that nobody wanted to go first—{or feur of the political
fail-oul from any comprchensive solution, which would, by necessity, feature numerous
unpopular policies. Following the enactment of the Independent Agency legislation,
Commissioner Chater found herself squeezed by these political forces. The Congress ook every
opportunity to put the Commissioner on the spot by publicly insisting it was her job o put
forward o comprehensive solvency proposal. Had the Commissioner put forth such a plan, &t
would have been labeled the Administration’s proposal by the majority in Congress. The White
House, behind the scenes, insisted that she do no such thing. Congressional leaders challenged
Commissioner Chaler repeatediy on the grounds that, as an Independent Agency, SSA did not
have (o work under strictores Trom the White House,

Following the submission of Commissioner Chater’s nomination, the Finance Committee
scheduled a confirmation heuaring for Fehruary 16, 1995, where she was questioned over the
issue of the Admintstration’s solvency proposal and her interpretation of SS8A’s independence.
She was pressured to put an Administration proposal on the table for addressing Social Security
solvency. This bricf hearing was the only congressionad action tuken on ber nomination as the
Independent Agency Commissioner of Social Security. Her confirmation was never brought up
for a vote. She continued in her position as Commissioner of Social Security until she resigaed
on Febroary 28, 1997.° She accepted a position as Regents Professor in the Unversity of
California systen and has since become an independent consaltant for higher education.

LT . - . Sy - . - - .
*The Independent Agency legislatian permitted Commissioner Chater 10 serve a3 Commissioner of Social Security
until a Commissioner is nominated by the President and confirmed by the Senate.
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Acting Commissioner John J. Callahan, Ph.D.

Foliowing Compussioner Chater’s resignation, President Clinten named
John 1. Caflaban, who was at the lime serving as Assistant Secretary for
Management and Budget at HHS, Acting Commissioner of Social
Seeurity, =

Dir. Caflahan came to SSA on March 1, [997. He was nat expected to
be a4 permanent Commissioner, Bven so, he was a vigorous and active _
Commissioner, refusing to play the role of a mere “caretaker” He }:

proxf{dff{i stz*c}u;;z ’zmé\ highly visible support for Prgszdezzz {32;?‘2}{3?‘; 8 Em e Callahan
noneitizen revisions to the 1996 welfare reform bill, He instituted a
program of payment cycling for new Social Security benelicianies. The major challenge faced
by Acting Commissioner Callahan during his tenure was the online PEBES controversy.”

Commissioner Kenneth S. Apfel

Kenneth S, Apfel was sworn-in ax Commissioner of Social
Secority on September 29, 1997, Commissioner Apfel had
the honor of becoming the {irst confirmed Commissioner of
Social Security since it became an Independent Agency in
March of 1995, He brought extensive leadership and public
service experience o a position that has been frequently
described as one of the most complex and challenging in the
Federal Government,

Commissiongr Apfel 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 '

resource agencies of the Federal Government, including SSA, Kenneth 5. Ap
the Department of Labor and Education and paris of the Department of Agriculture and HHS.

fel

Prior to his appointment at OMB, Commissioner Apfel served as Assistant Seeretary for
Management and Budget at the U.S. Department of Health and Human Services, He was
nomingied by President Clinton in March 1993 and was subscquently confirmed by the U.S.
Senate. In this capacity, Mr. Apfel served as the senior budget official and chicf financial
officer for HHS. He formulated and executed the third largest budget in the workd — a $700
bitlion budget for a department staffed nationwide by 123,000 people, with half of HHS’
resources in support of SSA. During his tenure, Mr, Apfel served as a principal on the
Secretary’s task force to elevate SSA (o Independent Agency status.

® See the Program Integrity chapter for information about sesolution of PEBES privany issue,
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Before joining the Clinton Administration, Mr, Apfel warked for two decades in the area of
social policy. From 1989 to 1993, he served as legistative director 1o Senator Bilt Brudley,
pverseeing the formulation and development of sl aspects of congressionsl policy muakiang.
During 1982 10 1989, he was the Senaior’s chief staff person for Federal social policy, witha
particular focus on programs under the jurisdiction of the Senate Finance Comnittce. He
served as the Senator’s key staff persor for the Commitiee’s actions on the historic 1983
Social Seeurity reform legislation.

Between 19801982, the Commissioner was comaiittee staff for human resource programs
for the LS. Senate Budget Committec. From 1978 1o 1980, he served a Presidential
Marnagement Internship at the Department of Labor, He was a college sdministrator from
1973 0 1976 at Newbury College in Massachusefts,

He received his bachelor’s degree from the University of Massachusetis, Armherst, 19705 a
master’s in rehabilitation counseling, Northeastern University, 1973 and a master’s degree in
public alfairs from the LBI School of Public Affairs, University of Texas, 1978,

Commissioner Aplel’s strong leadership enabled SSA 10 realize significant management
accomplishments, The following are some of these accomphishments. These, and other
accomplishments, are covered in detail in the following chapters,

SOLVENCY

«  Provided critical staff support for the White House Conference on Socisl Security that
concluded a national dialogue on Jong-range financing issves.

s Played a lcading ole in facilitating the national dialogue on ensuring the long-torm
future of the Social Sceurity program.

PUBLIC UNDERSTANDING

»  Began mailing an annual Social Security Statement to more than 125 milhion workers,
the largest customized mailing ever by a Federal Agency.

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

PROGRAM CHANGES
+ The Ticketio Work and Work Incentives Improvement Act of 1999 expanded the

avatlability of health care coverage and greater work opportunities for working
persons with disabilities.
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Released results of a top-to-bottom review of changes made 10 the SSI childhood
disability program as a result of the welfare reform law. The number of children
expected to lose eligibility for SSI disability benefits dropped from 135,000 to
100,000,

Released a comprehensive Disabilily 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 detcrmination process. The
goal is to provide more timely and accurate disability decisions.

Released a comprehensive report of the management of the SS1 program. The report
identified four arcas in which the program can be better managed.

Raised the carnings limit for disabled beneficiaries from $500 to $700. This increasc
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 S-year strategic planning.

Increased service to the non-English speaking, including hiring emphasis to increase
the number of bilingual employees to 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.

INVESTMENT IN EMPLOYEES

Since carly 1998, SSA’s new hires on Native Americans, Asians and Pacific
Islanders, African-Americans, and Hispanics reflect percentages above 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 aboul critical issues facing Social Security.
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OFFICE OF THE DEPUTY Comwsswum

as S5A7s Chief Operating Officer. When Lawrence Thompson left Socisd

Security in December 1995, she appoeinted John R. Dyer as Principal Deputy
Commissioner. This position was eventually abolished when the Senate confirmed William
Halter as Deputy Commissioner of Social Sccurity in 1999,

Cammissioncr Chater continued to use the Principal Deputy Commissioner position

Principal Deputy Commissioner John R. Dyer

Mr. Dyer was a long-time career employec, huviag seeved in both
OMB and the Health Care Financing Adnunistration prior to coming ©
SSA in 1988, At SSA, Mr. Dyer was Deputy Commissioner for
Finance, Assessment and Management and the Agency's Chiel
Financial Officer, Mr. Dyer temporarily vacated his Deputy
Commissioner position to become Principal Doputy Commissioner on
January 3, 1966, 3 position he held until November 1999, He served as
Senior Advisor to Commissioner Apfel.

H

John R. Dar

Deputy Commissioner Nominees

President Clinton made two unsuccessful attempts to fill the Deputy Commissioner
pasition. His lirst nomince was Linda Colvin Rhodes, who was formerly the Secretary on Aging
for the Sude of Pennsylvania. The President nominated My, Rhodes on August 10, 1995, The
Congress chose not to act on Ms. Rhodes nomination, declining to schedule a hearing on the
matier. In March 1996, Ms. Rhodes asked the President to withdraw her nomination.

Following this unsuccessful effort to fill the Deputy Commissioner position, President
Chinton nominated a second candidate, Jane G. Gould, on Septeinber 2, 1997, Ms. Gould had
exiensive experience working with the aged and had served in the cabinet of Kew York
Governor Mario Cuomo as Director of the Office for the Aging. Once again, the Congress chose
not to act on the nomination, refusing to schedule a hearing or take any getion on the matter.
This led Ms, Gould 10 ask the President to withdraw her nomination on March 13, 1998,

Finally, the President nominated William A, Halter as Deputy Commissioner of Social
Security, the number two official at SSA.
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Deputy Commissioner William A, Halter

William A, Halter was nomisated by President Cliston on
October 1, 1999 and confirmed by the Senate on November 10,
1999, 10 became the first confirmed Deputy Commissioner of
the mdependent SSA. He served as the Agency’s Chief
Operating Officer, providing exccutive leudenship and direction
to S8A's 65,000 employees located in 1,500 offices nationwide,

Before his appointment as Deputy Commissioner of Social
Security, Mr. Halter was a senior advisor in OMB. He advised
on a range of policy issues, reviewed and cvaluated budgels and
management practices of Federal cabinet departments, presented
budget options to the President, and formulated Administration i ;
positions on domeszzf.: and mierrffx{zonéz{ policy issues, He ai::;o , William A. Hatter
coordinated the work of the President’s Management Council, o

group comprised of the Chief Operating Officers of the Federal Cabinet departments, Prior
to that, Mr. Halter served 43 an cconomist o the Joint Economic Committee of Congress and
as Chief Economist for the Scnate Committee on Finance, He hus also served in the private
sector as a management consultani with McKinsey & Company, specializing in strategic
planning and improving organizational effectiveness for a variety of public and private
clients.

Mr. Halter received a Bachelor's Degree in Economics and Political Scienge from Stanford
Universily, He was o Rhodes Scholar at Oxford University, 2 Marshali Scholar, a Harry S.
Truman Scholar and a National Merit Scholar,

A key goal of Depuly Commissioner Halter's tenure was to encourage the use 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 service-delivery method. Mr, Halter pushed
the Agency to aceslerate its adoption of Internet service delivery and maintained constant
pressure on the organization to find new and innovative ways 1o use the Internat in its business
operations.

Thiougheut his nure, he has focused on: (1) enhancing the Agency's relationship witl
Congress, (2) develeping a technotogical infrastructure strategy (o support best-In-business
scrvice and the Agency's 2070 Vision, (3} expunding elecironic service delivery iniliatives,

{4} unproving communication with external and internal customers, and (3) encouraging un
entreprencurial environment throughout the organization,
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INSPECTOR GENERAL

Inspector General (IG). The Department of Health and Human Services’ (HHS)

Inspector General managed SSA’s Office of Inspector General (OIG) until a new
1G was nominated and confirmed. The HHS OIG transferred 259 siaff, including three SES
positions and the necessary equipment and funding to create the office.

Thc Social Security Independent Agency legislation established the Office of

The mission of OIG was carried out through a nitionwide network of facilities
comprising the Offices of Audit, Evaluation and Inspections, and Investigations. Staff in the
Immediate Office of the O1G supported these three components.

Inspector General David C. Williams

President Clinton nominated David C. Williams to be SSA’s first 1G
on August 10, 1995. At the time of his nomination, Mr, Williams
was serving as the 1G 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 OIG.”

Mr. Williams is a graduate of Southern llinois University and
received his Advanced Degree in Education and a Masters in
Education from the University of 1llinois. He is the recipient of the
U.S. Bronze Star and the Vietnamese Mcdal of Honor, Mr, Williams left SSA (o become
Inspector General for Tax Adminisiration 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, 1o scrve as SSA’s second IG. The Senate confirmed him in
November 1999. Mr. Huse also held the positions of Deputy 1G and
Assistant [G 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
Seccurity Review.,

James G. Huse

Mr. Huse served over five years as a commissioned officer in the
United States Army with two combal tours in Vietnam, He is a graduate of Boston College.

7 See the Program Integrity chapter for additional information about the role of the OIG.
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OTHER EXECUTIVE APPOINTMENTS

the Clinton Administration. This chapter contains a brief resume of the Chief of

( N ommissioner Chater selected the majority of SSA’s top staff who served during
Staff, General Counscl, Chicf Actuary and Deputy Commissioners.

Chief of Staff

Commissioner Chater’s selection of a Chief of Staff strengthened the
Office of the Commissioner. In September 1994, Commissioner Chater
appointed Brian Coyne as SSA’s first Chiel of Staff. As Commissioner
Chater conceived the position, the Chief of Staff’s role was to support the
Commissioner in the day-to-day running of the Agency and to coordinate
the decision-making process within the Agency. In addition, the Chief of
Staff was 1o act as liaison between the Agency and other organizations,
both within and outside of the government. Mr. Coyne was known e i~
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 rcceived its legal services from the Department’s OGC. That office had scveral
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.C. 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
compongnts,

On March 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. Fried was appointed by Commissioncer Chater
the first General Counsel of the newly independent SSA. Mr. Fried came
to SSA from New York City, where he served two of its largest agencics.
He was General Counsel to the New York City Department 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
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.

Arthur J. Fried

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
cffccts of potential legislative and administrative changes in the Social Security program.”

The role of the Chief Actuary and SSA’s actuarial stalf was further 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
dircctly to the Commissioner.,

The Office of the Chicf Actuary is responsible for the preparation of the annual report of
the Board of Trustees of the OASDI trust funds. This is a report on the financial status of the
OASDI pragram 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 reporl. In preparing the actuarial cost estimates for the annual report of the Board of
Trustees, SSA’s actuarial staff recommends 1o 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 actuartal 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
cstimatces, and the presentation of the estimates.
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Harry C. Ballantyne has been Chiefl Actuary of 88A gince 1982, Inthis
capacity, he is responsible for monitoring the financial status of the Social
Security system and estimating the effects of proposals to modify the
program. Prior 1o assuming his present position, he was Deputy Chief
Actuary for short-range cstimates from 1975 10 1882,

Deputy Commissioner for Legislation and Congressional Affairs

After the Agency became independent in 1995, 85A s legislative office became much
higher profile with direct contact with the Congress, OMB, and (the White House. The Office of
Legislation and Congressional Affairs (OLCA) reported directly 1 the Commissioner reflecting
the importance of legislative and congressional affairs to the Ageney’s work as a result of
Independent Agency. OLCA successfully advocated SSAs legislative policy and positions on
the-HilL

Conmunissioner Chater appointed Judy L. Chesser as Deputy
Compissioner for Legislation and Congressional Affairs effective
Muarch 31, 1995, Ms, Chesser came {0 SSA as the Associaie
Commissioner tor Legislation and Congressional Affairs o June 1994,
Ms. Chesser has the lead in developing SSA’s legislative agenda, which
she presenis to OMB and the Congress. She advises senior 88A
offictals on their testimony for Congressional hearings, and condugis
Haison activities with Congressional members and their staffs, The
Office of Legisiative Affairs maintains offices in Washington and
Baltimore.

Judy Chesser ‘

Ms. Chesser worked {or 10 years as Director of New York City’s Washington office hefore
coming ©© SSA. In that capacity, she formulated legislative strategy o advance the interests
of New York City as they related 1o Federal 1ssues,

Deputy Commissioner for Systems

[. Dean Mesterharm, a career employee, was selected as Deputy
Commigsioner for Systemns by Commissioner Chater in March 1996,
Mr. Mesterharm joined SSA in 1985 as the Director of Compuler
Processing Operations. In 1987, he was seleeted 1o be the Assistant
Dieputy Commissioner for Sysioms. He s credited for Iirst alerting 8SA
to the Y2K problems as carly as 1989,

i b
Dean Mesterharm
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Deputy Commissioner for Communications

After Independent Agency legistation became cffective in March 1995, SSA quickly
assumead a more prominent profile in the Nation’s capital. For example: media contacts became
more frequent, officials made more public appearances and testified more often before Congress,
and SSA employees began to participate more frequently in local events and media opportuaities
about Soctal Sceurity.

Commissioner Chater consolidaled the Agency’s previously divided communications
functions into a single Office of Communications in June 1996, This reorganization provided a
foundation for developing a comptehensive and cohesive commumications plan at SSA.

Commissioner Chater elevated the office to Deputy Commissioner Jevel
and selected Joan E. Wainwright as Deputy Commissioner for
Communications in June 1996. Ms. Wainwright served in a variety of
positions in the public relations field before coming 1o SSA in 1994 a8
the Associate Commissioner for Public Affairs,

Under Ms. Wainwright's leadership, the Agency worked diligently to
put an effective and accountable communication progrum in place. SSA
established the sirengthening of public understanding as a principal
Agency gonl, so that 90 percent of all Americans may be considered
knowledgeable about the Social Security program by 2005,

Joan Waiwright

Deputy Commissioner for Human Resources

Paul D, Barnes, & career employee, has served as the Deputy
Commissioner far Human Resources since March 31, 1997, He is
responsible for providing executive leadership and direction for the
Agency's human resource programs for its 65,000 eraployees.
These programs include personnel management, labor-managenent
relations, civil rights and equal opportunity, training, and workforce
analysis.

Mr. Barnes has held a number of positions since joining SSA in |
1968, including Regional Commissioner in Chicago. He was the T AR,
Assistart Deputy Commissioner for Operations before assuming his Paul D. Barnes
current position.
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Deputy Commissioner for Operafions

Commissioner Apiel samed Carolye W, Colvin as the Deputy
Comnissioner for Opetations in April 1998, She manages $§8A's
workload operations components responsible for the delivery of services
to the public. Ms. Colvin directs the activities of nearly 50,000
employees located in headquarters, regional offices, field offices,
leleservice centers and processing centers,

Ms. Colvin has been with S5A since Avgust 1994, when she was 5
appointed the Deputy Commissioner for Policy and External Affairs. ' ‘ .
Before assuming her current position, she was the Deputy Commissioner  Garolyn W. Colvin
for Programs and Policy. Prior to juining $8A, Ms. Colvin was the Secretary of the

Maryland Deparimeni of Human Resources, the fourth largest Agency in the state, with a §1
billion budget and 7 000 employees.

Deputy Commissioner for Disability and Income Security

Susan M. Daniels was sclected as Deputy Commissioner for Disability
and Income Security Programs, effective April 1998, She is responsibie
{or the direction and policy governing the OASDI programs, She leads
the program policy and management staft at SSA headquarters, Office of
Hearings and Appeals and a disability determination process in 54 State
agencies with an administrative budget of more than $1 billion with aver
11,000 employees. Dr. Daniels joined the Agency in August 1994, as
Associale Commissioner for Disability.

Prior to coming to S8A, Dr. Danicls was the Associnte Commissioneeof  gysan Daniels
the Administration on Developmenial Disabilities in HHS,

Deputy Commissioner for Finance, Assessment and Management

On May 3, 1998, Commissioner Apfel named Yvetie 8. Jackson w the
pasition of Deputy Commissioner for Finance, Assessment and
Muanagement. Ms. Juckson IS responsible for overseeing all financial
operations for the Nation's largest domestic program, which accounts
for 25 percent of the non-defense Fedoral budget, She provides
executive leadership in administering an annual operatiog budget of
almost $7 billion, supporting 65,000 enployees.

Prior to joining SSA, Ms. Jackson was the Administrator of the Food
and Nutrition Service in the Department of Agnculture (USDA). As

Yyefte 5, Jackson
Administrator, she aversaw USDA’S 15 putrition assistance programs
and managed an Agency budget of $40 hillion and a stafCof 1,700,
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Deputy Commissioner for Policy

Strengthening the policy development and analysis mechanisms at SSA, through the
creation of a central policy-tmaking component, was among the Agency’s first priorities after
becoming ze Independent Agency. The need for o stronger policy rofe was also articulated in the
first report of the recently created Social Scounty Advisory Board, Developing Social Security
Policy: How the Social Security Administration Can Provide Greater Policy Leadership,
released it March 1997, In the report’s opening message, the Board called attention to the fact
that policy development was the first issue that they addressed because of the primary
importance they placed on 1. One of the report’s key findings was that Agency leadership had
given insufficient attention since the mid-1970s to policy issues, especially larger policy issues.
The report noted that frequent orgamzational changes plagued the policy arca and that policy
responsibility within the Agency was fragmented and lacked continuity.

The Board’s key recommendations were that SSA provide greater policy leadership and
strengthen policy research. In particular, they recommended that the Commissioner place a high
priority on policy and research with the head of the policy development organization reporting
directly to the Commissioner. {n addition, the Board recommended that S5A should (1) address
the farger policy issues and andertake 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 people outside SSA, (3) attend to the organizational
structure, and {4} encourage additional research by developing surveys and adniinistrative data for
research, evaluation, and policy purposes, both inside and outside the Agency.

Soon after his appointment, Commissioner Apfel stated that one of the
pressing challenges facing the Agency was improving s policy-piaking
process. To this end, the Commissioner selected Dr. Jane L. Ross as
Deputy Commissioner for Policy in April 1998, The Office of Policy
maintains offices in Washington and Baltivore.

Dr. Ross is a respected economist and possesses a wealth of knowledge
and leadership ability, She was the Director for Income Security Issues,
GAO, prior to joining S5A as s Deputy Commissioner. Ms, Rass also
served in SSA before as Deputy Associate Commissioner for Policy and
Director, Office of Research and Statistics,

Jane L. Ross

Dr. Ress holds a Ph.D. and & Master’s Degree in Economics and 3 Bachelor's Degree in
Intersational Relations, all from American University. '
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SOCIAL SECURITY ADVISORY BOARD

an Social Sccurdty that had been provided under the old law, The advisory nature

of the work performed by the Advisory Councils became the province of the
Social Security Advisory Board {Board), The seven-moember bipartisan Board was created to
advise the President, the Congress, and the Commissioner of Social Sccurity on matiers relating
to the Social Security and 881 programs,

The Independent Agency legislation eliminated the quadrennial Advisory Councils

Advisory Board members are appointed to six-year terms, made up as follows: Three
appointed by the President (no more than two from the same political party); and two each {no
more than one from the same political party) are appointed by the Speaker of the House {in
consultation with the Chairman and Ranking Minority Member of the Committes on Ways and
Mcans} and by the President pro tempore of the Senate (in consultation with the Chairman and
Ranking Minority member of the Committee on Finance}. Presidential appointegs arc subicct o
Senate confirmation. .

Board members serve staggered terms. The statute provides that the mitial members of
the Board serve terms that expire over the course of the first six~year period. The President
appoints the Chairman of the Board for a four-vear term, comneiding with the term of the
President, or until the designation of a successor.

Siece the Board began meeting in the spring of 1996, it has worked to address the broad
mandate that the law provides. The Board’s work has encompassed a number of important
issues, inchuding long-range hinancing for Social Security, changes in the disability programs;
S$84's policy development, rescarch, and program evaluation; the Agency’s guality of service (o
the public; the SSI program; and public understanding of Sociad Security.

Harlan Mathews, a former Uniied States Senator from Tennessee (he replaced Al 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 Sccretary of
the Cabinet for Tennessee Governor, Ned McWhenter, and Tennessee’s State Treasurer.
During his 3-year tenure as State Treasurer, he administered a state-wide public employee
pension program. Stanford G. Ross replaced him in October 1997,

Mr. Ross was Commissioner of Social Security during the
Carter Administration. He is an expert in Social Security and
Federal taxation issues. Mr. Ross is a Director, former
President, and founding member of the Natioral Academy of
Social Insurance, and serves as Chair of its Imermational
Understanding Committee. In addition, he served as # public
trustee of the Social Security and Medicare trust funds during
the Bush and Clinton Administrations.
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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 Senatarial Commitiee. From 1990 10
1993, she served as Assistant Sceretary for Children and Familbies, HHS, Ms,
Bamhart’s term is from October [998 fo September 2004, She previously served
from March 1997 to September 1998,

Martha Keys (House Appointee). Ms. Keys scrved as a Congresswoman in the 94
and 95 Congresses, where she served on the House Committec on Ways and Means,
Subcommitices on Health and Public Assistance, and Unemployment Compensation.
Ms. Keys” term ig from October 1999 to September 2005, She previously served
from October 1994 1o September 1999,

David Podoff (Senate Appointee). Mr. Podoff is currently Minority Staff Director
and {Chief Economist for the Senate Commiitee on Finance. Prior to heading the
Democratic Stafl of the Committee, he served as its Minority Chief Health and Social
Security Counselor and Chief Economist. Mr, Padoff's term 18 from October 2000 to
September 2006,

sylvester 1. Schicber {Senate Appointee). Mr. Schieber 1s Director of the Research
and Information center at Watson Wyatt Worldwide, He specializes in analysis of
pubfic and private retirement issues and the developmeni of special surveys and data
files. My, Schicher’s term is from January 1998 to September 2003.

trerald M. Shea (Presidential Appointee). Mr. Shea serves as Assisiant to the
President for Government Affairs at the AFL-CIO, a position he has held since 1995,
He served as a member of the 1994-1596 Advisory Council on Social Security. Mr
Shea's term is from October 1998 to September 2004, He previously served from
January 1996 to Septemsber | 998,

Murk A, Weinberger (Presidential Appointee). Mr. Weinberger is the Director of the
(LS. National Tax Department for Emst & Young LLP, Priorto this, he served as
Chief of Staff and Counsel to the President’s 1994 Bipurtisan Commission on
Eotitlement and Tax Reform {the Kerrey-Danforth Commission). Mr. Weinberger's
term s from QOctober 2000 1o September 2006,

Former members and their positions while serving were:

*

*

Harlan Mathews (Presidential Appointee), Chair. Senator Mathews served [rom
January 1996 to September 1997.

William €. Brooks {Presidential Appointee), Vice President of Corporate Relations,
General Motors Corporation, Mr, Brooks served from January [996 to Septemnber
1996,
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* Lori L. Hansen {Senate Appointee), Policy Analyst at the National Academy of
Social Insurance. Ms. Hunsen served from Cetober 1994 to September 2000,

»  Arthur “Pete” Singleton (House Appotntee), Consultant on Trade, Health and Social
Sccurity legislation. Mr. Singleton served from November 1994 to October 1996, He
left the Board 1o be the Majority Staff Director, House Ways and Means Commitiee.

+  {arolyn L. Weaver {Senate Appoiniee), Director of Social Security and Pension
Studies at the American Enterprise Institute. She was @ member of the 19941996
Advisory Council on Social Security. Ms. Weaver served from October 1994 1©
September 1997,

BOARD OF TRUSTEES

trust funds consisted of five members: the Secretury of the Treasury, who is the

Munaging Trustee; the Secretary of Labor; the Secretury of Health and Human
Services; and two public trustees appointed by the President and confirmed by the Senate. The
Commissioner was the Secretary of the OASDI Board of Trustees. Under the Independent
Agency legislation, the membership of the Board of Trustess was increased from {ive members to
six members. The Commissioner of Social Security, as provided for in the law, was the new
member of the OASDI Board of Trustees. The Commissioner also became a member of the
Board of Trustees of the Hospital Insurance {HI) Trust Fund and of the Board of Trustees of the
Supplementary Medieal Insurance (SMI} Trust Fund, Under the transition rules, Commissioner
Chater continued 10 serve as the Commissioner of the newly Independent Agency. Thus,
Commissioner Chater served a8 a member of the Boards of Trustees when the 1998 and 1996
Trostees Reports were issued. When the 1997 Trusiees Reports were issued in April 1997, John
I, Callahun, then Acting Commissioner of Social Security, served as a member of the Board of
Trusiees. Also under the law, the Deputy Commissioner of Social Security becarne the Seeretary
of the QASDI Board of Trustees. The Secretary of the Boards of Trustees of the HI Trust Fund
and the SMI Trust Fund remained the Administrator of the Health Care Financing Administration.

B elore the Independent Agency legislation, the Board of Trustees of the 0ASDI

The Public Trustee positions were created by the Social Security Amendments of 1983,
Stanford G. Ross and David M, Walker began four-year terms on October 2, 1980, They
continued 1o serve through the issuance of the annual report for 1695.°

Mr. Ross was Commiisstongr of Social Scourity (1979-1980), He currently serves as
Chair of the Social Sccurity Advisory Board, He is an attorney @t Amold & Porter in
Washingion, D.C.

*The Sochal Rreurity Avt allows s public sepresentative whose ferm has expired 1o cortinue (n the position uni) (he
earlior of the tiroe at which 4 successor fakes offiee or the Board’s next snnuoal repor? is Issued,
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Mr, Walker was a partner and worldwide managing director of the compensation and
benefits practice of Arthur Anderson LLP based in Atlanta, GA. Mr. Walker carrently

serves as the Comptroller of the United States.

Stephen Gl Kellison and Dr. Marilyn Moon were appotnted by President Clinton and
confirmed by the Senate 1o serve four-year terms as public trusices on fuly 20, 1995, They
continued 10 serve through the issuance ot the annual report for 2000

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

Dr. Moon is o Senior Fellow with the Health Policy Center of the Urban Institute in
Washington, D.C.

Dr. John L, Pabmer and Dr. Thomas K. Saving were uppointed by President Clinton and
confirmed by the Senate to serve four-year terms as public trusiees beginning on October 28,

2000,

Dir. Palmer 15 Dean and Professor of Beonomics and Public Administration of the
Maxwell School of Citizenship and Public Affairs at Syracuse University.

Dr. Saving is Director of the Private Enterprise Research Center and Professor of
Eeonomics at Texas A&M University,
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ExHisiT 1

NON-CAREER SSA APPOINTEES

PRESIDENTIAL APPOINTEE/SENATE CONFIRMED (PAS)

NavE  postmion BEGINNING/ENDING
COMMISSIONERS
Kenneth 8, Apfel Commissioner of Social Security D997 - Present
foha }, Callshan, Ph.D. | Acting Commissioner of Social Scourity 03/97 - 0997
Shirley S, Chater Commissioner of Social Security HMO3 - 0297
DEPUTY COMMISSIONERS
Wiltiam A, Halter Deputy Conunissioner of Social Security 11/99 - Present
Jane G, Gould Deputy Comunidssioner {Nomince) Withdrew
Landa Colvin Rhades Deputy Commissioner (Nominee) Withdrew
INSPECTOR GENERALS
James (. Huse Inspectar Generad 1199 — Present
David €. Williams lnspector General 1295 - 06/98
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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

04/95 - 08/00

Judy L. Chesser

Deputy Commissioner for Legislation and

Congressional Affairs

06/94 ~ Present

Carolyn W, Colvin

Deputy Commissioner for Operations

08/94 — Present

Susan M. Daniels

Dceputy Commissioner for Disability and
Income Sccurity Programs

08/94 - 12/00

Yvelle S, Jackson

Deputy Commissioner for Finance,
Assessment and Management and Chief
Financial Officer

05/98 = Present

Jane L. Ross

Deputy Commussioner for Policy

04/98 — Present

Joan E. Wainwright

Deputy Commissioner for
Communications

12/94 - 05/00

James Terry Edmonds

Associate Commisstoner for External
Affairs

12/97 - 08/99

Barbara B. Kennelly

Associate Commissioner for Retirement
Policy

2/99 - 7/00

Eduard A. Lopez

Spectal Counselor to the Commissioner

04/95 — Present

Lisa M, Mallory

Counselor to the Deputy Commissioner
for Disability and Income Security

08/99 — Present

James Roosevelt Jr,

Associate Commissioner for Retirement
Policy

09/98 — 1 1/99

Cassandra F, Wilkins

Senior Advisor to the Commissioner

(4/94 - Present
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SCHEDULE C POSITIONS

BEGINNING/ENDING
V. Lovell Brigham Deputy Press Officer 03/98 - 10/98

Judith S. Crandell

Speechwriter, Office of Communications

06/99 — Present

Juan E. Lopez

Special Assistant to the Chief of Staff

05/99 — Prescnt

Ashley K. Merryman

Office of Communications

06/96 — 10/98

Robert A. Nickerson

Confidential Executive Assistant and
Scheduler to the Commissioner

11/94 — Present

Catherine L. Noe

Press Officer

03/98 — Present

Lisa Peoples

Special Assistant to the Chief of Staff

04/97 - 03/99
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CHAPTER THREE:
PROGRAM SOLVENCY

confidence in Social Security. Younger people, particularly, hud very low levels

of confidence that benefits would “be there™ for them when ihoy retired.! A poll
conducted by National Public Radio in 1999 indicated that there was still considerable confusion
about the future of the Social Security system.” Because it is projecied to have long-range
financing problems, the Social Security progran 13 high on the Nation’s agenda. The debate
over long-term solvency remainys & focus of intense public interest,

Dariag the middle and late 1990, polling data suggested some erosion in public

From the very inception of Social Sceurity, there
wias an emphasis on the program’s long-range fiscal
viability, President Roosevelt signed the Social Security
Act into law on August {4, 1933, in response 1o the
geonomic hardships created by the Great Depression.
This new soctal insurance program sought to address the
long-range problem of economic security for the aged
through a contributory system. In that system, the
workers themselves contributed o retirement benetits by
making regular payments imto a commen fund. Social
Sccurity is o compact between generations, [t is basically
4 pay-as-you-go program. The Soctal Security taxes
collected from today’s workers pay the benefits of today's
retirees,

President Roosevelt signing the
Social Sscurity Act into law

" American Council of Life lusurance, The Polls-Pull Trends: Social Security, An Update. Public Opinion
Quarrerty, Palt 1993, pgs. 424-425,

# National Public Radin. 1999, "NPR, the Kuiser Family Foundation, and Harvard University's Kennedy School of
Ciowernmant's Poll on Sogiad Seeurity,”



FABRIC OF AMERICA

ocial Security 13 part of the fabric of America and its importance 1o the nation

cannot be overestimated. Approximately 133 million workers (96 percent of

American workers and their families) are covered under Social Security. The
program sends monthly beacfits to more than 45 million benclictaries.

Social Security is our Nation's greatest anti-poverty 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 benefits lificd roughly 153 million senfor citizens omt of poverty in 1999, For 24
million of the clderly, Social Sceurity is a major source of income and for half of that group, Htis
their only source.”

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

* Social Seeurity Administration, Office of Research, Evaluation, and Sintistics.
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DEMOGRAPHIC CHALLENGES

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

cxceed its income on average by 16 percent. The major factors placing a
financial strain on the program are increasing longevity; lower birth rates; and fewer workers
supporting more beneficiaries,

In 1946, 11 million Americans were 65 or older, compared to 35 million in 2000. By
2030, this 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
cxpectancy at age 65 for men in 1940 was 11.9 years, comparcd 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 risc 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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The demographic challenge facing Social Security is not just the number of yeurs people
are living: it is also a result of historical and projected birth rates. The period 1946-1964 was a
time of high birth rates. Americans bom during this period are referred to as the baby boom
gencration, This generation will begin to turn 65 in 201 1. Following the baby boom period was

one of much lower birth rates. In the future, birth rates are projected (o remain at these lower
levels,

The number of workers for cach beneficiary has declined and that trend will continue. In
1960, there were 5.1 workers per beneficiary. This ratio is projected to decrease to 2.1 workers
per beneficiary by 2030, placing 4 struin on the pay-as-you-go systenn,

FINANCIAL CHALLENGES

1is projected that the Social Security system will face a long-term deficit, In its 2000

Annual Report, the Board of Trustees estimates that the program’s expenditures will

exeeed its income over the next 75-vear period. The Old Age, Survivors, and
Disability Insurance (QASDI} Trust Funds will incur an aetuarial deficit of 189 percent of
taxable payroll.* Based on intermediate assumptions. the OASDI Trust Funds are projected to

* Based on 2000 Trusiees Report, intermediae assumptions. The ascquarial balance is the most commanly used
nieasure of fong range solvency of the QASDI program, This weasure indicutes the sisw of the difference hetween
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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 arc 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 Trustecs releases a report on the linancial 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

YEARRIRUSTy EARITRUSTS

RERORT WICEXCEED) RUNDSTARE|

ATAX{REVENUES] WIIYPENK EXHAUSTED
1993 2017 2024 2036
1994 2013 2018 2029
1995 2013 2019 2030
1996 2012 2018 2029
1997 2012 2018 2029
1998 2013 2020 2032
1999 2014 2021 2034
2000 2015 2024 2037

By using the intermediale 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: increuasing the tax rate; increasing the

expected financing and cost for the program over a 75 year period. The actuarial balance is expressed as a
percentage of taxable payroll over the 75 years.
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carnings base; lowering the age at which the earnings test no longer applicd; 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 Social Security
benefits; covering federal employees; raising the retirement age, starting in 2000; and increcasing
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

Services, Donna E. Shalala, established the 1994-1996 Advisory Council on

Social Security. Secretary Shalala and Commissioner Shirley S. Chater 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 cxpected
to release their report in 19935, 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 decply divided on recommending an approach to address the long-range financing problem
facing Social Sccurity. 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 Lo the different proposals, *...each involves a very different vision for the future evolution
of the U.S. retirement system.” The three different plans were:

g s required by law on March 23, 1994, the Secretary of Health and Human

1. 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 the Trust Funds in the stock market.

2. Publicly-Held Individual Accounts (IA) — Includes cuts in benefits; employees
contributing 1.6 percent of pay to individual savings accounts, in addition to the
current. 12.4 percent OASDI tax rate.

3. Privately-Held Individual Accounts (PSA} — Includes replacing Social Security with a
two tier system consisting of a flat retirement benefit (ticd to the number 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

hile a few Social Security reform proposals 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 (o address
the long-range financing issucs of the Social Security program.

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

In the 103™-105™ 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 106™ Congress (1999-2000), there were 23 such plans. In gencral, the
solvency bills were sponsored by relatively few Members of Congress and often had only a small
number of or no co-sponsors. [n some cases, the same Mcember of Congress introduced several
bills that were variations on a theme. No single bill or specific plan gained significant support in
the Congress.

[n addition to Congress sponsored plans, various commissions proposed their own
sofutions. For example, President Clinton established the 1994 Bipartisan Commission on
Entitlement and Tax Reform® to examine the impact of entitlement programs on the Nation’s
future and to recommend reforms. The Center for Strategic and International Studics developed
the 1998 National Commission on Retirement Policy 1o examine the {iscal 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 developing and suggesting their own plans.

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

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 benelits 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

5 The pancl consisted of Members of Congress and private citizens.
® Daly, Mary C., Economist, Federal Reserve Bank of San Francisco, Economic Letter, Number 99-20, June 25,
1994,
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azzd?iaxzai emiployees in the system, and increasing the amount of camings subiect 1o the payroll
{4X.

Almost all legisiative proposals advanced to restore fongerange solvency would make use
of the nation’s finencial markets to improve the rate of return under the system. One group of
proposals would alter the Social Security trust fund’s investment policics to allow the funds 1o
include equity investments. This change would be congistent with the investment practices of
state pension funds and is designed to increase the return 10 the trust funds 3o that smaller
reductions in benefits or smaller increases in revenue would be nceded. Some proposals include
provisions that would use some of the Federal budget surplus to make gencral revenue transfers
to support Social Sccurity.

Other proposals would permit or mandate the creation of personal savings sccounts—
either as a substitute for Social Security benefits or as a supplement to thenl,. These accounts arg
generally {inanced either by a redirection of a portion of the current Social Security payroll tax or
by funds from general revenues of the government, Because redirecting o portion of payroli
taxes to fund individual sccounts would have a negative effect on solvency, thess plans include
elements that would reduce benefits. In some cases, the plan calls for the reduction or offset of
the Social Seourity benefit based on the growth, or hypothetical growth, in the person’s
wclividual account. Another proposal was unigue in that i would guarantee the current benefit
level, fund individual accounts through geaeral revenues {rather than redirecting a portion of the
payroll 1ax)}, and then offscet the Social Sccurity beaefit in most Cases by 100 percent of the
amount accumulated by the individual account.

THE PRESIDENT’S SOCIAL SECURITY PROPOSALS
AND THE NATIONAL DIALOGUE

n September 10, 1997, during his confirmation hearing as Social Security
O Commissioner Designee, Kenneth Apfel stated:
“In aff candor, Mr. Chairman, critical discussions about the
future of the Social Security program need 1o take place not
only in committes hearing rooms on the Hill, but afso in
family living rooms all across America. As Cormmissioner,
one of my roles will be to help Americans understand Soclal
Securily today, so that they will be prepared o make the
tough choices o ensure the program will be there for them
fomorrow.”

? Roe Exhibi 1,
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Four months later, President Clinton directly addressed the long-term finaneing problenss
that were facing the Social Security program in his 1998 State of the Union address and laid out a
process to achieve meaningful reform. At the time of his State of the Union address, surpluses ($1
triflion over the next 10 years) were projected i the unified budget, but, he said, the surpluses
shouldn’t be used until we “Save Social Security First.” He said we must educate Americans so
that they understand the Social Securny program and the issues facing . President Clinton invited
all Americans 10 join in the discussion. He catied for a serics of non-partisan, town hall forums
throughout the country 1o engage the citizenry in an informed public debate. On February 9, 1998,
he delivered a major address on Social Secunity at Georgetown University in Washington, D.C. as
the unofficial taunch of the year-long process of discussing the future of Social Security.

The Agency played o prominent role as 1998 became a year of intensive activily aimed at
expanding the discussion of the Social Security program. Commissioner Apfel urged dozens of
organizations, including advocacy groups for minorities, vouth, and senior citizens; public policy
and grass roots groups: trade associations; and business and labor organizations to engage in the
dinlogue, Social Seeurity provided informational materials and analyses to help promote the
discussions,

At ihe beginning of this initintive, Commissioner Apfel indicated the importance of these
discussions when he made a speech (o the National Academy of Social Insurance at the National
Press Club on January 30, 1998, just three days afier the Presidents State of the Unjon address.
He said:

“In the coming weeks and months, we need o educale the American
public about the basics of this complex, financial program. We need to
explain its imporfance, and we need 1o make the program real to as many
Americans as possibie.”

In addition to these agoncy activities, Commissioner Aplel participuted in regular White
House meetings with the Presidenmt’s Senior Economic wam to explore policy options and 1o
assist the President in developing his Social Secunty reform proposal. This group met regularly
with the President o discuss how best 1o achieve meaningful Sacial Security reform. Thosce
racetings continued throughout the yemader of the President’s second term in office.

At the request of the President, the
Concord Coalition and the American Assaciation
of Retired Persons co-sponsored The Great
Social Security Debate, a scries of national
dixcussions 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 first of the national
forums. It was held on the campuos of Penn Valley
Canmunity College 1n Kansas City, Missouri.
The second forum teok place in Providence,
Rhode Island on July 1, 1998, and featured Commissioner Aplel attending White

House Conference on Social Security
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Vice President Gore. President Clinton hosted the third regional forum in Albuguerque, New
Mexico on July 27, 1998, The bipartisan dislogue culminated with a historic White House
Conference on Social Security on December 8.8, 1998, providing o unique opportunity to bring
together the benefits of a well-balanced group of experts to facilitate the discussion. The two-
day cvent was held in Washington, D.C. and President Clinton attended the confersnce. Invied
guests submitied two-page proposals for Social Seeurity reform which were published in a book
of Conference Statements,

In his 1999 State of the Union address, the President laid owt his proposat to “Save Social
Security First.” He proposed transferring 62 percent of the unified budget surpluses (828
trillion) to Social Security over the next 15 years, saving 15 percent of the surpluses to shore up
Medicare; and investing 12 percent of the surpluses into new Universal Savings Accounts. The
remaining 11 percent was for defense and other domestic prioritics. This would extend solvency
an additional 23 vears, frony 2032 to 2085,

At this time, budge!l projections began o show that the federal government would
acowmmlate substantial budget surpluses in addition 1o those produced by Social Security.
Republican Leadership responded to the President’s proposal to transfer 62 pereent of the unified
budget surplus to Social Security by pledging to “lock away” the entire Social Security surplus.
Much of 1999 wuened into o debate over protecting the Social Security surplus, rather than a
dehate over how 1o uchiove fong-term solvency for Sccial Security,

In hix 1999 State of the Union address, President Clinton also expressed his concern
ahout relatively high poverly rates among older women stating “We should reduce poverty
among elderly women, who are nearly twice as likely to be poor as our other seniors,,,.”
Throughout 1999, SSA analyzed numerous propasals 10 enhance Social Security benefits i
ways that would reduce high poverty rates among older wormen, particularly widows, refative to
the overall elderly population and provide improved economic protection for an especially
vulnerable segment of society.

fn his 2000 State of the Union message, President Clinton modified his proposal i an
effort to achieve bipartisan consensus. He called for locking away the entire Social Security
surplus; paying down the national debt; and dedicating the interest savings i Social Security,
which would extend solvency from 2037 1o 2054, In addition, the President recommended
investing a small share of the Trust Funds in cquities to further extend the life of the Trust Funds,
He called on Congress to work with him on & hipartisan basis to roake the additional changes
necessary to strengihen the Social Security program and put the program in long-term actual
balance.

Throughout 2000, the Administration and Congress attempied to try and sdvance the
debate, despite the looming presidential campaign. The President continued 1o urge Congress 10
address the gererational challenges facing America in this time of prosperity. Commissioner
Aplel continued to travel throughout the country urging that America address these challenges
socner than later. Unfortunately, as President Clinton’s term of office came to a close, it became
evident that meaningful Social Security reform would not be achicved during this session of
Congress.
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THE AGENCY'S EDUCATION, POLICY, AND
RESEARCH EFFORTS

the information it needed (0 undersiand the essentials of the program, so they

could participate in the discussion of how best to strengthen Social Security for the
future. When the President called for a major public discussion on the lopg-range future of the
Sacial Security program in 1998, the Agency was well positioned 1o meet its responsibility of
advancing public education. Soetal Scewrity 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, there was a big push behind expanding the capacity of our workioree to engage the
public. In 1998, S5A established the "Employees as Ambassadors Program™ and gained all
65,000 employees—rany whom have become specialists—to answer the tough questions abowt
Social Sccurity. Supporting this effort was an aggressive, proactive public education outreach
campaign during the two-year periad of 1998 and 1999, employees participated 1n more than
10,600 events and media opportunities on issues affecting Social Sccurity’s future. These events
included community seminars, co-sponsored by orgamizalions such as the Junior Chamber of
Commerce and Americans Discuss Social Security, and Congresstonal forums, newspaper
editorial boards, and Intemet discussions, SSA developed special public information materials to
support the national dialogue on long-range financing and published a new booklet entitled The
Fature of Social Security that outhined imponant program and financing issues. Well over one
mitlion copies of the booklet were distributed.

Thz‘oaghew the President’s sceond term, SSA worked to ensure that the public had

854 developed several short background papers about the workings of current Social
Security programs for the forums and discussion groups on Social Security solvency issues. The
malerial received more general distribution through SSA's website aod elsewhere. The papers
included pieces describing how Social Sceurity benefits help wonen, minorities, and low-wage
workers. Another described the low adminisirative costs of the current program, A series of
questions and answers were developed w provide financial and statistical informabion on
solvency issues. They direcied website users (o sclecied tables on the trust funds, the linancing
for Social Security and Medicure, and the dates of currently projected long-range financing
shortiully in the OASL DI and Hi programs. Estimatex of the number of workers insured under
Social Security and the approximate ratio of workers to beneficiaries were also presented in this
way. Fuct 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
Secority” and the “First Lady’s Social Sceurity and Women™ event held on January 23, 1999,

In addition, SSA worked imernally and externally developing models and simulntions
that determined the impact of making major changes (o the Social Security system. These
included models such as Historical Cohorts, Microsimulation,® Modeling Income in the Near
Term, and CORSIM. These models dealt with the effects of changes to the Secial Securily
program on distributional impact, econcmically vulnerable beneficiaries, and long-term cost

¥ The microsimulation model was develeped at Cornell Liniversiy.
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analyses. SSA continues to preparc materials on all fiscal effects of various proposals to change
the Social Secunty program.

Although the public debate on long-term solvency of the Social Security systenm becamge
a central issue in the 2000 Presidential Campaign, rational pofitical leaders could not agree on
legistiation to sirengthen the program, In an interview with Planer Gav.Com on Qetober 12,
2000, Commissioner Apfel said: ‘

"My one regret is that we're not sifting here today saving that we have
taken the financial sieps that were necessary fo assure that we can look
our grandehildren in the eyes and say we've got the rght financing system
in place, thal their benefits will be as strong for them as they were for our
grandparems.”

He further stated in an interview with the Boston Globe on November 3, 2000, "1 was
hoping that by now we would xee legislation designed to ensure that Social Security would be
xtrong through the 21 Century. Obviously, we haven’t made it to the finish line on that one.”
As indicated, while no consensus on what to do was reached, many agreed that the sooncr an
agreement is reuched the belter.

REPEAL OF THE RETIREMENT EARNINGS TEST (RET)

nother significant change
in Soctal Security during
the Clinton Administration

was the repeal of the Retirement Ewnings
Test (RET). Originally, Social Seeurity
was designed as a social insurance
program under which workers and their
dependents were to be insered against the
loss of earnings as a vesult of retirement,
disability, or death of the worker, Benefus
were tntended to partially repluce the
earnings that are actually lost duc to these
events. 1o that context, the RET was
designed as an objective measore of the
carnings amount lost due to refirement.

JEXPANDING OPpoRATS

OR OLDER AJ\ERIUN j.

nothing” test in the original 1935 Social President Clinton signs bill repealing RET

The Social Security program
always had & RET. However, the “all-or-



Security Act was modified numerous times 1o allow retirees 1o supplement benefits with carnings
up to a specified level,

Prior 1o the repeal in 2000, the first change to the RET during the Clinton Admimstration
occurred in 1996, With the strong support from President Clinton and the Congress, the annual
exempied umounts for beneficiaries aged 65 10 69 were legislated 10 rise annually until reaching
$30,000 i 2002, This increase gave many older Americans the opportunity to supplement their
Social Security benefits while remaining productive members of the workforce,

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

In addition, workers were exempt from the est when they reached age 70, For g worker
below age 70, his or her ¢arnings above the exempt amount affected not only his or her own
benefits, but also the benefits of family members receiving benefits en the worker's curnings
record. However, if a dependent or survivor beneficiary has earnings above the exempt amount,
those earnings can affect only that individual®s payments. .

Diclayed retirement credits (DRC) are provided to compensate workers age 65-69 whose
benefits are withheld under the RET, The DRC increases the worker's retirement benefif for
each month after the {ull beneflt retirement age {(now age 65 but scheduled 1o rise 10 67 hy 2022)
that the worker delays filing for benefits or benefits are fully withheld, The DRC is currently six
percent per year for workers age 63 in 2000, The DRC percentage will increase 0.5 percentage
point every twao years antil it reaches B percent per year for workery reaching full retirement age
in 2008 and later, When the DRC is 8 percent per year, benefits lost due 1o delayed retirement
generally will be offset in un actuarially fadr manner by the increase i benefits resulting from
DRCs.

in carly 2000, both the Congress and the President signaled o willingness ta repeul the
Retirement Earnings Test for those above the normal retirement age. Commissioner Apfel
testifizd hefore the House Ways and Means Subcommittee on Social Scourity on this issue on
February 15, 2000, Congressional action was swift, The legislation quickly went 1o the full
House where it was passed 422-0 on March |, 2000 and 100-0 on March 22, 2000 in the Senate.
On April 7, 2000, President Clinton signed Public Law 106-182, The Scnior Citizens' Freedom
to Work Act of 2000. This Act eliminated the RET and the 45-hour foreign work test in and
after the month in which a person attains full retirement age, retrosctive (o January 1, 2000, |
also permiticd beneficiaricos to decline current monthly benefits xo that they can carn DRCy. This
legisiation was cstimated to have a neghigible effect on the long range fnancing of Social
Security.

Ewmings at or after the {ull retirement age no longer count towards the RET. Beginning
inn 2000, carnings between January of the year an individual reaches Normal Retirement Age
{NRA) and the month before the month of atainment of NRA are counted toward the $1 for §3
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RET. For 2000, the cxcess over $17,000 is counted. For 2001, the excess over $25,000 is
counted and for 2002, the excess aver $30,000 is counted. Thereafter, the threshold is indexed (o
the growth in average wages, Beneficiaries would continue to be subject {0 the lower §1 for 82
test for earnings prior to Junuary of the year of attainment of the NRA.

As a result of thas legistation, about 800,000 beneficiaries age 65-69 and 150,000
auxiliary beneficiaries, who previously lost some or alt of their benefits under the test, now
receive full benefits, In May 2000, about 400,000 beneficiaries in this group were reinstated and
received retroactive payments averaging $3,500 per person for benefits duce since January. SSA
paid a total of $1.5 billion in refunds just three weeks after the legislation was signed inio law.
Beginning in June 2000, §8§A awtomatically reinstated working beneficiaries as they attained full
reteement age.

Between May 2000 and October 2000, S8A sent a series of one-time “Good News”

natices Informing over 9 million affceted working and non-working beneficiaries of the change
in the RET and the new option o cam DRCs,

CONCLUSION

dooestic program in the nation’s history. It has been providing economic security

for workers and their familics for 63 years and 15 America’s greatest anti-poverty
program. Social Security his mude an enormous difference in the lives of older Americans, as
more than nine in ton of them recelve refirement benefits each month.

F l"f hie Social Scourity program bas become the most suecessiul and most popular

However, the 2000 Board of Trustees Report estimates that the OASDI Trust Funds wilt
be exhaustod tn 2037, President Clinton, Members of Congress, different commissions and
organizations, and prominent individuals with a long-standing interest in Social Security all
sponsored solvency plans, The Agency played a key role in ensuring that the public had the
informution it needed to understand the exsentials of the program, so they could participate in the
discussion of bow best o strengthen Social Security for the future, Social Security provided
mformational materials and analyses o help promote the discussions,”

While no consensus on what 10 do was reached, the need to resolve the long-range
financing issuc has been made very clear, It will be up to future Administrations and Congresses
1o address this eritical challenge of the aging of America,

¥ For S§A program statistics during the Clinton Administration, sce SSA’s Antnal Statistics Supploment,
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ExHIBIT 1

EXAMPLES OF OPTIONS FROM THE
SOCIAL SECURITY ADVISORY BOARD

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

Savingsasa | ¢ of Social
Options % of Securl.ty
Taxable Deficit
Payroll Resolved

Lower Benefits
Reduce the COLA by 0.5 percentage point below CPI, 0.74% 39%
beginning 12/2001
Reduce the COLA by 1.0 percentage point below CPI, 1.44% 76%
beginning 12/2001
Increase the number of years used to calculate benefits for 0.25% 13%
retirees and survivors from 35 to 38, phased in 2002-2006
Increase the number of years used to calculate benefits for 0.40% 21%
retirees and survivors from 35 to 40, phased in 2002-2010
Reduce benefits across the board by 3 percent for new 0.36% 9%
eligibles, beginning in 2001
Reduce benefits across the board by 5% for new eligibles, 0.60% 32%
beginning in 2001
Speed up present law phase in of increase in the normal 0.13% 7%
retirement age to 67 by 2011
Increase the normal retirement age to 67 by 201 1; then 0.52% 27%
index (normal retirement age=69 by 2059 and continues to
rise)
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Savingsasa | ¢ of Social
Options % of Security
Taxable Deficit
Payroll Resolved
Increase Revenues
Raise payroll tax rates (for employees and cmployers 1.96% 104%
combined) by 2.0 percentage points in 2001
Cover all newly-hired State and local government 0.21% 11%
cmploycees, beginning in 2002
Make 90% of earnings subject to payroll tax ($145,800 0.64% 34%
maximum in 2003), with increase phased in 2001-2003
Other Options
Invest 40% of Trust Funds in stocks over 15 years, phased

in beginning in 2001

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 tax (e.g., 2% or 5%) to provide
mandatory individual accounts.

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