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1981 Report of the
National Commission on Social Security

The National Commission on Social Security was created by Congress in December 1977
and was instructed to undertake a "fundamental, long-tenm, comprehensive consideration
for change in the entire Social Sccurity system.” This was the first time that a Commission
composed entirely of privaie citizens has been chartered by Congress o do such a study.
‘The ninc-member bipartisan Commission 1ssucd i1s final reportin March 1981, Itg
fundamental finding was "the Commission concludes that the Social Sccurity system is
sound in principle and, of all alternatives, is the best structure of income support for the
United States.”

Unlike the Greenspan Commission, whose Report in 1983 would lead directly and almost
immediately to major legislative change, the 1981 Commission's work had little
immedigte impact. However, the Report is notable for the comprehensive scope of its
analysie of the Social Security program. Many of the Report's recommendations would i
fact eventually And their sway into law and public policy and others are still the focus of
active debate to this day. Although its direct influence was limited, the 198t Report serves
as an exccllent road-map to the major public policy issues confronting Social Security in
the closing decades of the 20th century.
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CHAPTER 14

ADMINISTRATION OF THE SOCIAL SECURITY PROGRAMS

The GCommission batleves that Social Security Is one of pur govera-
ment's most successful peograms.  However, administering the 3oc¢ial
Secu;’i‘ty program 5 uaquestionably more difficult today than when the
program began. The scoge of the program has grown enormously.  In
gddition (o the steadily growing popuiation covered by the program, the
Segial Security Administration hscame rasponsible for Disahilily lasur-
ane, Medicare, and Supplemenial Segurity Income.  In more racent
years, i Bas alse boeon assigned a farge number of non-Socia;l Security
ianks, as diverse as tsking food stamp appli¢stions and assisting Selec-
tive SBervige In registering young mon,

As a resuit of this growth, the Social Sscurity Administration
{SSA) now employs about 0,000 persons who maintain earnings recaords
for millions of American workers and pay monthly benefits to 36 million
people.  As commendable as their performarnce is, the administration of
the program needs improvement, The Commission visited the Social
Security Cantral Office in Baltimarg, Program Sgrvice Centers, Regional
Offices, Distriet Off ices, and State Disability Determination units across
the counfry. It interviewad many currant and former Social Socurity
Administration employees. Ameong the pi‘ob!em areas idantificd ware:

communications, office space and facilities, training, and computor

systems,
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Administrative Problems

Communications

‘Central to the Social Security Administration's mission is the ability
to communicate the complexities of the program in a prompt and clear
fashion to the public. Letters to the Commission and testimony from
the public indicate this is not being done adequately. Witnesses at the
Commission hearings testified that they had waited weeks and months to
receive responses to their inquiries about benefits and then received
computer-generated letiers which were difficult to understand. District
Office staff indicated that they often have tr-ouble explaining the letters
to beneficiaries.

Teleserv;ce centers, which were created to be central locations for
persons to get information by telephone, are often impossible to reach,
A person who is successful in getting a call through may have to talk
with an inadequately trained employee or one who has no direct access
to the facts of the specific case.

Peor communication is not limited, however, to contacts with the
public. Social Security Administration employees report that communica-
tions between District Offices, Regional Offices, and the Central Office
are generally inadequate. District Offices in particular complain that
information received from the Central Office is often inaccurate and too
late to be useful.

Office Space and Facilities

The physical location and layout of many Social Security offices
hinder their accessibility to the public. Several of the District Offices
visited were poorly located and badly designed to serve a constituency

which often has to depend on public transportation and may have
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physical bandleaps. The open setting of most of the offices makes
confidential interviews difficult to conduet, Social Security staff
indicated that this problem occurs because Seneeal Services Adminisira-
tion standards do not iake into aceocunt the specis! needs of Social
Seeuriy Administration baneficiaries.
Training

Trainiag & large siaff in the complexities of a highly tec?micat
program is s difficult task, but an gssential one in mainteining lhe
nrogram's credibility and the public’s confidence. When changes are
made In the law ot ragulations, which bagpens frequently, manuals
expliaining the shanges to Distrint Office personnel are not zlways clear
snough, and do not arrive sovon enough, 1o he usad sffectively in

informing the public,

As the original cadre of professionals whe made a career of Social
Becurity has relired, the program 1o train their successors has been
inadequate, A concoerted offart needs 19 be made in the future to
assure that knewledge of the program and its operations is routinely
passed on to the next genmailon of program managers.,

Systems Adequacy

The Social Security Administration’s computer-based system (in-
cluding telecommunications) is indispensable to the officient adminis-
iration of the Bocial Security program. This systam, which at one tims
was a model of what a good one should be and could do, is increas-
ingly hard put te get the job done, The rate of improvement in data
processing has lagged badly bohind the need for gpeedier and more

avtomated handling and the state.of-ihe-art.  As 2 resulf, sarvice to
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- applizants and beneficiaries is deteriorating. It will continue to do so
even faster uniess the situalion is reversed.

The tefecommunications link between the DBistrict Offices and the
central computer facility in Baltimore --the ﬁsmcaiied SBADARYE system--ig
a good examnpis of how the problems have deveioped. After enactment
of the Supplemental Securily Income program, there was a clesar n;ﬁd
for a data processing system o ksep track of applications and banefi-
cigry records., The time available to develop lho systemn was bhrief-I8
mornths from enaciment to the effective dats. The system, as developed,
consisted of essentially computer terminals in District Offices con-
nected by telephone lines with the maln computer in Ballimare.

Bueacauss it was expecited tha{‘opcmting axperience wouid reveal the
need for future modifications, the original contrast was for only 2
5-year period and covered the instailation of terminals in only about
one-half of the District Offices. MNear the end of the S-year peried,
the contractor {who not only installed, butl aise maintained the system]
was informed that the contract would not be renewed becausge the sysiem
was inadequate, and 3 whole new systom would have to be davelopsd,

The new system was not devaloped by fhe time the coniract ex.
pired, so temparary extensions for maintenancs of the old system were
negotiated. To date, noe replacoment systam has been davelopsd, As a
result, about one-half of the offices still have no terminals, and thosse
that are in service are wearing out, The only remedy applisd so far
has been to begin replacing the old terminals with new models, which it

is hoped wiil he compatible with whatever new system ig developoed.
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Organizational Problems

The National Commission asked Jack $. Futterman, a former ‘Assis-
tant Commissioner for Administration in the Social Security Administration,
te assist in a;\ e.valuation of the corganization and operations of the
Central Office. In his report, Mr. Futterman describes the organization
as "ailing” and indicates the current administrative difficulties are a fore-
warning of more seriocus problems. The most significant problems are
“difficulties stemming from the concept and structure of recent reorganiza-
tions, parti;;ularly the 1979 recrganization. "

The Social Security Administration has undergone three reorgani-
zations affecting both program and management responsibility in the last
6 years. A 1975 reorganization was designed to reduce the numher of
people reporting to the Commissloner. It placed the operating bureaus
for Retirement and Survivors Insurance, Disability Insurance, Supple-
mental Security Income, and for data processing under a consolidated
Office of Program Operations and attempted to pull together all program
policy and legislative functions in one Office of Program Policy and
Planning. The role of the Regional Offices was strengthened by provid-
ing Regional Commissioners with line authority over Social Security field
operations. Although this reorganization was never completed, it created
considerable confusion and additional layers of review, which delayed
many important tasks such as communicating program information and
preparing regulations.

Even as implementation of the 1975 reorganization dragged along, a
1977 Department of Health, Education, and Welfare réorganization made

other changes in the Social Security Administration. The establishment
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;:tf a new Health Care Financing Administration, merging the administra-
tion of the Medicare and Medicaid programs, necessitated the transfer of
the Bureau of Health Insurance out of SSA. Responsibilities for the
Aid to Families with Dependent Children (AFDC) program and the
refugee assistance program were transferred to SSA. The Secretary of
the Department of Health, Education, and Welfare designated the Commis-
sloner of Social Security to act as Director of Child Support Assistance.

The purpose of the 1979 reorganization was to create a “functional”
organization. In direct contrast to the motivation for the 1975 recorgani-
zation, the new Commissioner increased the number of people reporting
directly to him by establishing 10 Associate Commissioners, each with a
specific functional responsibility. In additien, the Regional Commis-
sioners were to re;;ort directly to the Commissioner. As a result of
this reeorgan.ization, the Commissioner now has 23 persons reporting
directly to him. This span of contrel is more than one person can
handle effectively and forces the Commissioner to spend his time on
issues that should be handled at lowelr levels.

Under this “functional” structure, the program bureaus--Retire-
ment and Survivors Insurance, Disability Insurance, etc. --were elimi-
nated. Their responsibilities were divided by function among the
various new offices and divisions. It is now necessary te coordinate
the activities of several SSA components to deal with a single prob!em.
For example, prior to 1979, the responsibility for operation and evalua-
tion of the disability program wa‘s in one organizational segment, the
Bureau of Disability Insurance. Today responsibility is divided among

various offices: Operational Policy and Procedure, Assessment, and
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Governmental Affairs, Throughout most of S8A's Ceniral Oftice opera-
tions (but not the Commissiener’s office), it is difficuit 1o determing
what the lines of authority are.

A cumber of eritics within the Social Securily Adminisiration zge
this funciional organization as a major ¢ource of current administrative
dgifficulties. Over the years, studies, beth within and oulside of the
agency: have aiso ideniified poor organization as a problem, and recom-
mendations have been made to remedy if.

The Commission i3 not in a position to decide whether the current
grganization or some nther internal organization of the Social Secyrity
Administration is preferable. The evidence fto date, however, is that
the latest rporganization has not been fully effective,

Greater Independence far Sccial Securitv Brparams

Because the National Commission belisves that significant mprove-
ments in the operation of Social Security and related programs and the

public’s understanding of those programs would resuill, if recommaonds

the creation of an indepoadent agency, to be zalled the Boclal Segurity

Board., The Board should be responsible for administering the Qld-Age,

Burvivers, and Bisability Insurance program, the Suappiemental Security

I ncome program, and the Medicare and Medicaid pregrams. The day-to-

day operatians of gsach program should be directed by three career
employess- an ¢xecutive director and two chief operations officers whe
would report io the executive dirnctor. One opsrations officer would
be responsible for the cash benefits programs and the other for the

health care programs.
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The independent agency the Commissien recommends would resembie
the original Sociatl Security Board in that it would bs governed by 2
three. or five-member board reporling directly ta the Presidant. .The
Board would be appointed by the Presidont with the advice and consent
of the Senate. Nol more than two members, in the case of a three-
mamber Beoard {or ihree in the case of 3 five-member Board), at any
ane time could be members of the same polltical party. One member
would he dasignated hy the President as Chairman and would be ap-
painted for a fixed lerm which would coincide with the term of the
Fregident, The initisl appeintments would vary so that no more than

ane term would oxpirg in any calendar year.

Until an independent Board is sstablished, the Commission recom-

meands that Medicare and Medicaid remain undegr the administration of

the Health Care Finaneing Administration in the Department of Health

and Human Services E’,

in 1989, the opecations of the Social Security trust funds were
included in the unified budget for the first time. Prior to that time, the
trust funds were considered separately from other government operations,
aad they did not affect the overall balance of the Federal budget. In-
elugsion of thege funds in the budget has been criticized because of the
artificial effect they have on the balance of the hudget. For instance,
in 1568, the excess of income over sutgo in the Qld-Age, Survivors,

and Uisability Insurance program had the sffect of “balancing” ihe

*;}'!BY Me. Ditman  Mre. Myers, and Mr. Rodgers: We belisve that, in
thae event thai the recommendation to astablish an indspendent agency to
administer the OASD! and Madicare programs is not followed, then the
administration of the Medicare program should be transferred back ta
the Socfal Security Administeation -« or, af the very ‘least, these fung.
tions refated to baneficiary contact, actuarial work, and rasearch.
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budget recommanded by the President which, in the absence of these

funds, wonid have shown a deficit. The National Commission recemmands

that the operation of the Seocizl Security and Medicare frust funds be

roamovad from the unifisd budgs!.

Cf sourss, any iransactions involving payments from the Gengral
Fund of the Treasury to the trust funds {such as interest or reim-

bursament for military service wags credifs) would be shown in the

8/

bBudget as ocuige items.<

Staffing and Budget

_The currgnt administrative expenszes of the Qd-Age, Survivorls.
and Disahbility Insurance program amount te onkty 1.4 percsnt of Socisl
Secdrity taxes, This is remarkably low, compared to both private
insurance programs aed other agencies of goverament. in ths past,
needed increases in money asnd persdune! for zdminigtration of the
pregram may have been deiayed becauss of an unwillingness Yo increase
the overall Federal budget. Becausse the program is primariiy financed

. 1
through ¢ payroll tax doesigned to mest its spesial needs, ' concern for

1/ The payroil tax is permanently appropriated for use in paying bene-

fits and administrative expenses. However, the amaount of sdministrative
funds and the number of amployees are subjeet i¢ annual HEmitations and
review. While no appraopriation is nesded to pay hansfils from the trust
funds, each year a lHmitation or the permanent appropristion is enacied

which iimits ths amount of money available to administer ths program.

1 n addition, the aumber of empioyees Is sublect to an allceation from

the total number of Federal employees authorized by the Presidant,

4
%SM digsenting stateament on romoving Social Security from the unifisd
budget by Mr. L3xson, and Mr. MacNaughlon, Also ses dissenting
siatemunt on an independent Social Security board and on removing
Socisl Sacurity from the unified budget by Mr. Gwirtzman,
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the totsl Federal budget should not affect decisions on the program's
personnel needs. H is impertant to note that over s 44 years of
oparation, the Old-Age, Survivors, and Disability Insurance program

has had a balanced budget. The Commission racommends that

significant additional funds should be made available o improve ths

administration and delivery of services {g hanefictaries,

Haalth Care Financing Adminisiralicn

ln 1877, the Secretary aof Health, Education, and Welfere sanocunced
a series of racrganizations designed io sircamiing gporations, improve
dalivery of services, and raduce opportunities for fraud and zbussa.
One of thess established the Health Cars Financing Administratien
{rural. it placed undar ons administrator the supervision of tha
Modicare and Medicsid programs. With the esiablishment of HCFA, the
major responsibility for the adminisiration of Madicare wasg traﬂsmrr(;d
from the Social Security Administration, glthough SSA continues to
provide computer gupport, enroll beneficiaries for both parts of Medi-
care, cellect premiums, and provide very limited servicss to Madicara
bensficiaries from its network of field offices.

The Health Care Financing Administratfan kas about 4,880 employ.
eny, of whom 2,040 are based in 10 Regional Offices. The Mudicars and
bMedicaid programs account for most of Hs expenditures. In Hgoal vear
1880, an estimated $55.8 billior was spent for healibh care serviges for
about 23 million low-income beneficiaries who wers proteciss under

Medicaid and 27 miilion aged and disabled beneficiaries who were pro«

tected under Modicare.
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The principal function of HEFA is to assure the timely and appro-
priate dulivery of health care benefits through effective adminisiration
of Medicare and Medicaid, related quality assurance programs, ang
uther programs. Medicare acd Meadicaid are administered and operated
through a complicated set of relationships involving the privates insurance
industry, government institutions at the State and local levels, and
thougands of independent hospitals, physicians, and providers of sary-
ices,

Undar present law, as administered, the agency has liftle direct
contact with those entiticd to Medicare and Medicaid benefits. Medicaid
beneficiaries are able ip take their problems {o the Siate agencies
rosponsible for operating the program, Beneficiaries whe have problems
with Modicare, however, must deal with the private carriers and inter-
mediaries which administer the program. Although the porsonnel at
local Social Security offices provide somp assistance to Medicare benefi-
ciaries, their training in regard to Medicare has, unfortunately, in the
Commission’s view, been increasingly dezemphasized.

Combining Administration of Hosoilal Ingurance and Supplementary
Muodicsl Insurancs

One issue brought before the Commission was whether the adminis-
tration of both Heospita! itnsurgnoees snd Supplementary Medical Insurance
in sach geographie area should be brought togather under a single

contractor to coordinate claims processing.
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Coordinated claims proceassing for Hospital Insurance and Supple-
mentary Medical Insurance has been provided even though different
contractors have the prime responsibility for each of the two parts.’

The effectiveness of the coordination process is taken into account when
decisions are made on the selection and retentlon of contractors.

1f a single contractor were used, some experienced contractors,
such as some Bilue Cross and Blue Shield organizations, might no longer
qualify. Each organization can administer either Hospltal Insurance or
Suppleme-ntary Medical Insurance activities, but not both. Using a
single contr:;ctor for both programs could, in effect, remove certain
organizations from the competition, even when they may be the most

effective performers. For these reasons, the Commission recommends

against the use of a single contractor for administering Hospital Insur-

ance and Supplementary Medical Insurance claims.

Staff Specialist for Medicare

The Health Care Financing Administration deals with health care
carriers and intermediaries primarily from its central headquarters in
Baltimore, without the need for localized facilities to handle routine
2/

matters.- This arrangement reduces greatly the availability of

Medicare specialists to answer questions and provide information to

2/

=" Health Care Financing Administration Regional Offices monitor the
performance of contracters and State agencies to ensure that standards
are mat and goals are reached within the prescribed time. In addition,
they are supposed to make certain that program beneficiaries are aware
of the services for which they are eligible and give some assurance that
these services are provided in an effective manner,
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claimants and beneficlaries across the country. The Commission believes
that providing beneficiary services should be one of the most important

objectives of the Medicare program. Speciaily trained advisers should

be provided in each Social Security District Office to give beneficiarias

information and assistance about their benefit rights. Contractors

should also provide better services to beneficiaries. The cost of the
added services can be met, at least in part, through savings from more

effective management of the program.

Providing Social Security Benefit | llustrations

The Commission believes that the Social Security Administration
does n.ot now provide sufficient information to individuals about their
patential benefit amounts. Despite the complexity of the benefit
computation procedures, in this day of computer technology, it would
be relatively simple, and not too costly, to furnish non-retired indi-
vicduals with the following information, upon their request therefor:

() The disabled-worker benefit payable if the insured indi-

vidual should become disabled at the beginning of the
particular year, along with the family benefit payable if
there are various numbers of supplementary beneficiaries
{and with an indication of the effect of the CPl adjustment
for June).

(2) The survivor bencfits payable if the insured worker should

die at the beginning of the year, for various possible family
compositions (and with an Indication of the effect of the

CPl adjustment for June).
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(3} The relative retirement benefits payable at ages 62, 63,
and 70, including wife's benefits, Such benefits would he
expressed as percentages of the covered earnings in the
previous year, undar the assumption that future earnings
in relation to nationwide average earnings would remain
the same relatively as they had been in the past.

The Commission recommends that the Social Security Administration

should furnish Social Security benefit illustrations to persons who

request them. The individual would have to furnish the Social Security

Administration with the following information: years of birth of worker
and of spouse, number of ages of children, and covered earnings in
previous year.

1t s'..hould be noted that the Employee Retirement Income Security
Act requires private pension plans to furnish accrued pension benefit
information to all covered employees each year {including projected
Social Security benefits in plans that are closely coordinated with
Social Security). Accordingly, it seems only reasonable that the
Social Security system should do so too, at least on a “request”
basis. In fact, over the long run, when it becomes administratively
feasible, it would be desirable if annual Social Security benefit
illustrations were automatically distributed to all covered workers
(say, each fall, after the previous year's earnings have been posted};
illustrative figures could be given for various assumed family

characteristics.



