CHAPTER TWwO:
INDEPENDENT AGENCY
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(SSA) as an Independent Agency and the steps the Agency took 10 assumc its

new duties, including the selection of strong and capable leadership. The
cstablishment of SSA as an Independent Agency may be the most significant development
during Commissioners Chater and Apfel’s time in office. It enabled the Agency to (1) improve
program management, by taking a more active role in addressing ils major program chailenges,
(2} be more accountable to the public, (3) be more responsive to the Congress, and (4) provide
stable exccutive leadership. The highlights of SSA’s major accomplishments under
Commissioners Chater and Apfel are discussed.

f Iﬂ his chapter describes the history leading to the Social Security Administration

THE EARLY YEARS

1935 cstablished a Social Security Board (Board) comprised of three members

appointed by the President.’ The chairman reported directly to the President. The
original members were John G, Winant, Chairman; Arthur J. Altmeyer; and Vincent M. Miles.
Arthur Altmeyer became the Board's second permanent chairman in 1937, shortly after
Chairman Winant’s resignation.

S ocial Security began as an Independent Agency when the Social Sceurity Act of

Beginning in carly 1937, President Franklin D. Roosevelt sent to Congress a series of
messages and proposals regarding reorganization of the Executive Branch. He wanted to reduce
the number of agencics reporting to him. The Reorganization Act of 1939 authorized the
President to devise a plan to reorganize the Executive Branch. The President’s Reorganization
Plan No. 1 created the Federal Scecurity Agency as a new sub-cabinet agency and located the

"Title VII of the Social Security 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 Sccurity 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 Departiment ol Education was created as a new cabinet-
level agency.

THE INDEPENDENT AGENCY PROCESS

earty 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. These factors led some members of Congress to conclude that Social Security
was being used for partisan political purposes, and that making SSA an Independent Agency and
taking the trust funds out of the Federal Budget would deal with the issue. During the period
1974-1982, more than 20 bills making SSA an Independent Agency were introduced in the
Congress. A 1974 Scnate bill sponsorcd 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 to the

In 1981, the debate in the Congress about the desirability of returning SSA 1o
independent agency status became more serious due primarily to two factors. The first was the
release in March 1981 of the Report of the National Commission on Social Security mandated by
P.L. 95-216 (the Social Security Amendments of 1977}, which recommended that SSA be mude
an independent agency. The Commission recommended an independent agency to be called the
Social Security Board, which would administer the Old Age, Survivors, and Disability programs,
the SSI program, and the Medicare and Medicaid programs. The second, and probably more
important factor, was the release by HHS Secretary Richard Schweiker, in May 1981, 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 received and was characterized by many in and outside of Congress as reducing
the budget deficit, and financing the defense buildup through cuts in Social Sccurity.

[n reaction 1o the controversy about the Administration’s Social Security reform
proposals, President Reagan, by exccutive order, established the bipartisan National Commission
on Social Security Reform. The Commission, headed by Alan Greenspan, reported to the
President and the Congress on January 20, 1983, recommending a far-reaching package of
proposals intended to ensure the solvency of Social Security. The Commission’s report also
included a statement that a majority of its members belicve “that it would be logical to have the
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Social Security Administration be o separate independent agency...and recommends that o study
should be made of the feasibility of this”

P.L98-21, 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 (o appoint a three-person panel to a study of esiablishing S5A as
an independent agency. The legislation did net provide for a study of whether SSA should be
mdependent. but Father, it provided lor 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 Staunts, former
Director of the General Accounting Office. Other panel members were Arthur E. Hess, fornter
Deputy Commissioner of Social Security, and Martha Derthick, a noted academic on the politics
of Social Security. The pancl reporied on June 12, 1984, The panel recommended that if SSA
were to be made independent, it should: be headed by a single exccutive 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;”
he responsible for administering only the Social Security and SS1 programs; and be delegated
personnel and munagement authority currently performed by the Office of Perseancl
Manugement and the General Services Admministration.”

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 tuken in the
Senate, Congressional testimony and reporis argued that SSA should be independent from HHS
for a number of reasons, including the need for {1} improved mansgement and continuity of
leadership at SSA, (2) greater public confidence about the solveacy of Social Security, and
(3} greater accountability 1o Hs stakeholders.

Although there was clearly strong bipartisan support in the Congress for the idea of
making S8A independent, incumbent administrations, both Republican and Democrat, always
opposed the idea. When the issue heated-up ¢urly 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 31 percent of HHS s total staff. SSA’s fiscal year 1995 budget of about
$371 billion accounted for over one-half of HHS's total budgei for that year,

Senator Daniel Patrick Moynihan (D, NY), Senate Committee on Fimance Chairman,
103" Congress (1993-1994), was a strong proponent of 8SA as an Independent Agency. He
argued that such a move would help insulate the program {rom partisan politics. [n the sunmer
of 1994, President Clinton signaled his willingness to support S5A as an Independent Agency.
The Chinton Adpunistration and S8A 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 execuiive structure for SSA, House leaders preferred a returnto a
mudti-person Sockdd Security Board ax the sdmumnistrative authority; the Senate preferred to retain

* A Plan re Exinlbilish Bidependent Agescy for Soviad Secarity: A study prepared for the Commitier on Ways and
Muans, United Rimes House of Reprosemazives and the Comenitice on Finance, Usited Staies Senmie, pursuant to
PLUE-21 by the Congressiona!l Panul on Secial Seeunity Thrganizalion, fune 12, 1984,
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a single Commissioner. SSA sided strongly with the Senate position. The final compromise on
this issuc 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 met every four ycars to advise the
Congress and the Administration on Social Security matters,

SSA returned full-
circle to 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 sufficient time for the
complex transitional
preparations. The Act
brought with it a full
complement of challenges,
ranging (rom finding new
headquarters space in
Washington, to recruiling
exccutives 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 opcrate without the cushion of HHS. The greatest challenge of being
independent was the issue of the Agency's programmatic responsibilities. As an arm of HHS,
SSA’s role was one of day-to-day delivery of services. As an Independent Agency, SSA now
had a fundamental responsibility 1o help shape its programs, educate the public about Social
Security, and plan for the long-term fulure. The return 1o Independent Agency status had several
major impacts on SSA.

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

The Independent Agency legislation created two additional statutory positions: a Deputy
Commissioner appointed by the President to serve a six-year term subject to Senate confirmation
and an Inspector General, also appointed by the President and subject to Senate confirmation. In
addition, the number of Senior Executive Service (SES) positions at SSA was increased,
including the number of positions excepted from the compelitive service because of their
confidential or policy determining charter.” By 1997, six of the eight Deputy Commissioners
were in non-career SES positions and two Deputy Commissioners were career SES employees.

¥ See Exhibit 1 for listing of political appointees from 1993 1o 2000,
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QFFICE OF THE COMMISSIONER: 1993-2000

Acting Commissioner of Social Security during the Clinton Administration. The
Senate confirmed one person as Deputy Commissioner after two other persons
fuiled 1o receive Senate confirmation.

Tw(} persons served as Commissioner of Social Security and three persons served as

Acting Commissioner Louis D. Enoff

Following the departure of Conmussioner Gwendolyn 8. King in October
1992, Mr. Enoff, 85A’s Principal Deputy Commisstoner, was named
Acting Conmwmissioner. Mr. Enoff would serve as an Acting Commissioner
from October |, 1992 to July I8, 1993, including the first seven months of
the Clinton Administration. During his wenure as the hoad of 38A, he
furctioned principally as a “chicf operating officer,” running the day-to-
duy business of 55A. In his acting capacity, he was not expected 1o assert
a strong Capitol Hill presence or make major pohicy changes at SSA, while
waiting for the President’s nominee for Commissioner. Louis D. Enoff

Acting Commissioner Lawrence H., Thompson, Ph.D.

Health and Human Services {HHS) Secretary, Donna Shalala,
appointed Lawrence H. Thompson as Acting Commuissioner and
Prancipal Deputly Commissioner on July 19, 1993, Dr. Thompson way
a curger official ut the General Accounting Office where he worked as
Chief Economist and Assistant Comptroller for Human Resources
programs. He headed SSA for three months, until Conirmissioner
Chaier’s confirmation was completed. Dr. Thompson feft 8SA in
Doecember 1995 (o become a Fellow at the Urban Institute,

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

Shiriey Sears Chater became Commissioner of Social
Security on October 8, 1993, Commissioner Chater brought
a lifetime of leadership and public service to this position,
She came to SSA from Texas Women’s University, where
she served as President from 1986 to 1993,

Among her other positions, Commisstoner Chater served us
an associate with {the American Council on Education,
Division of Academic Affuirs and Institutional Relations in
10831984 and as sentor associate of the Association of
Governing Boards of Universities and Coleges from 1984 10
1986, She was Vice Chancellor for academic affairs at the
University of California-San Francisco from 18977 to 1982,
She held fuculty appointments from 1972 to 1986 1n the j
Depuriment of Social and Behavioral Sciences, School of Shirley S, Chater
Nursing, at the University of Californiz-San Francisco and in

the School of Education at the University of Californis-Berkeley,

Commissioner Chater, a native of Pennsylvarnia, received her B.S, degree in nursing from the
University of Pennsylvania, an M.S. degree in nursing from the University of California-San
Francisco, a Ph.D. in education from the University of California-Berkeley, and a certificats
from the Massachusetts Institute of Technology, Slean School of Management.
Commissioner Chater has been elected to the Institute of Medicine of the National Academy
of Sciences, She is a member of the National Academy of Public Administration and the
National Academy of Social Insurance.

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

LEADERSHIP

#  S8A’s transition from HHS to an Independent Agency, a trangition characterized ss
“seamless” and among the best ever by the General Accounting Office.

s  Sigmficant increases in Congressional funding for SSA™s administeative budget.
representing more than a 33 percent increase over four years.

s The first Agency Businesy Plan to guide agency priorities and business processes.

»  An Accountability Report to track financial and productivity measurements,
resognized as a model document by OMB.
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s Agency performance reporting stundards years in advance of requirements under the
Governnent Performance and Results Act,

« Signed the hirst Agency partnership agreement with unions,
WORLD-CLASS CUSTOMER SERVICE

s Developed and posted customer service standards in 3SA s 1,300 field offices across
the country.

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

» Received highest overal! rating for 800 number telephone service among public and
private service organizations resowned for service.

* Created Agency Internet site. Nearly 400,000 people visited the site during FY 1966,

ENHANCING PUBLIC CONFVIDENCE

s Issued nearly 11 milhion first time Social Security benefit estimates to eligible
irdividuals age 60 or older 161995, In 1998, statements were sem to people age

57-59.°%

» Developed extensive educational programs on Socisd Security {or the American
public.

»  Obtained agreements with 3,500 state and local jall systems theoughout the country to
stop payment of benefits 10 prisoners,

« Tightened qualifications for more than six miflion volunteers who manage benefit
puyraents for individuals unable (0 manage their own linances.

SUPPORTIVE WORK ENVIRONMENT

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

o Held first Agency-wide diversity conference for employees in Miamd, Florida in June
16996,

e Instituted elecironic broadceasts from the Commissioner (0 employees on fast breaking
issues.

T Heginning in 1999, every worker age 25 and okder received a vearly sinfeowont.
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e Instituted “interactive distance leatning™ for employees, using an intra-agency
television classroom providing simultancous training to work sites across the country.
This initiative ensured consistent training and reduced (raining costs,

While Comimissioner Chater was already serving as Commissioner, the Independent
Agency legislation required the Commissioner of Social Sceurity to be pominated by the
President and confirnied by the Senate. President Clinon nominated Commissioner Chater on
November 15, 19894, Commissioner Chater’s confirmation hearing, however, got interwoven
with cancerns about the long-term viability of the Social Security Program.

During thig time period, the issue of Social Security’s long-range solvency was at the
forefront. One of the core problems was that nobody wanted to go first—for fear of the political
fall-out from any comprehensive sohution, which would, by necessily, feature numerous
unpopular policies. Following the enaciment of the Independent Agency legislation,
Commissioner Chater found herself squeezed by these political forces. The Congress took every
opportunity 10 put the Commissioner on the spot by publicly insisting it was her job 10 put
forward a comprehensive solvency proposal. Had the Commissioner put forth such a plan, it
would have been labeled the Administration’s proposal by the majority in Congress. The White
House, bebind the scenes, insisted that she do no such thing. Congressional leaders challenged
Commissioner Chater repeatedly on the grounds that, as an Independent Agency, 854 did not
have (0 work under strictures {rom the White House.

Foliowing the submission of Commissioner Chater's nomination, the Finance Committee
scheduled o confirmation hearing for February 16, 1995, where she was guestioned over the
issue af the Administration’s solvency proposal and her interpreiation of SSA’s independence,
She was pressured (o put un Administration proposal on the table for addressing Social Security
solvency. This brief hoearing was the only congressional action taken on her nomination as the
Independent Agency Commissioner of Social Security. Her confirmation was never brought up
for a vote. She continucd in her position as Commissioner of Socal Security until she resigned
on February 28, 1997.° She accepted a position as Regents Professor in the University of
California system and has since become an independent consultant for higher education,

L] . . N L. " . .
* The Indepemicnt Agency legisiation permitied Commissioner Chater 1o serve as Commissioner of Sacial Sucurity
unttf & Conunissioner i nomdnnted by the Presidest and conlirmed by 1the Senue,
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Acting Commissioner John J. Callahan, Ph.D.

Following Commissioner Chater's resignation, Fresident Clinton named
John I Callahan, who was at the time serving as Assistant Secretary for
Management and Budget at HHS, Acting Commissioner ol Social
Secunty,

Dr. Callahan came to SSA on March 1, 1997, ‘He was not expected to
be @ permanent Commissioner. Even so, he was o vigorous and active
Commissioner, refusing o play the role of a mere “caretaker.” He
provided strong and highly visible support for President Clinton’s
noncitizen revisions (0 the 1996 welfure reform hill. He institmed a
program of payment cycling for new Social Security beneficiaries. The major challenge faced
by Acting Commissioner Callahan during his tenure was the online PEBES controversy.”

i £t
John 4. Callahan

Commissioner Kenneth S. Apfel

Kenneth §. Apfel was sworn-in as Commissioner of Social
Security on September 29, 1997, Commissioner Aplel had
the honor of hecoming the first confirmed Commissioner of
Social Security since it became an Independent Agency in
Muarch of 1993, He brought extensive feadership and public
service paperience to a position that has been frequently
described as one of the mast complex and challenging in the
Federal Government.

Commissioner Apfel came to SSA from the Office of
Muanagement and Budpet (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 agencics of the Federal Government, including SSA,
the Department of Labor and Education and parts of the Department of Agriculiure and HHS.

: PASALE

Kenneth S. Apfel

Prior to his appointment at OMB, Commissioner Apfel served as Assistant Secretary for
Management and Budget at the U.S. Department of Health and Human Services. He was
nominated by President Clinton in March 1993 and was subsequently confirmed by the US,
Senate. In this capacity, Mr. Apfel served as the senior budget official and chief financial
officer for HHS, He formulated and executed the third largest budget in the world - a $700
billion budget for a department staffed nationwide by 125,000 people, with hall of HHS'
resources in support of SSA. Duriag his tenure, Mr. Apfel served as o principal on the
Secretary’s task force to elevate SSA to Independent Agency status,

* Sew the Program Integrity chapter for information about resulation of PEBES privacy issue,
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Before joining the Clinton Administration, Mr. Apfel worked for two decades in the area of
social policy. From 1989 10 1993, he served as legistative director to Senstor Bill Bradiey,
overseeing the formulation and development of all aspects of congressinnal policy making.
During 1982 1o [989, he was the Senator’s chief stalf person {or Federal social policy, witha
particular focus on programs under the jurisdiction of the Senate Finance Commiittee. He
served as the Semator's key siaff person for the Conwnitiec’s actions on the historic {983
Social Security reform legislation,

Between 19801982, the Commissioner was committee staft for human resource programs
for the U.S. Scnzte Budget Commnittee. From 1978 to 1980, he served a Presidential
Management Internship al the Depariment of Labor. He was a college administrator from
1973 to 1976 at Newbury College in Massachusetts.

He received his bachelor's degree from the University of Massachusetts, Amherst, 1970, a
master' s in rehabilitation counseling, Northeastern University, 1973; and a master’s degree in
public affairs from the LBJ School of Public Affairs, University of Texas, 1978,

Commissioner Apfel's strong leadership enabled SSA to realize significant management
accomplishments. The following are some of these accomplishments. These, and other
accomplishments, are covered in detail in the following chapters.

SOLVENCY

» Provided critical staff suppornt for the White House Conference on Social Security that
concluded g national dialogue on long-range financing issues,

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

PUBLIC UNDERSTANDING

e Bepan mailing an annual Social Security Statement to more than 125 million workers;
the targest customized mailing cver by a Federal Agency.

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

PROGRAM CHANGES
s The Ticket to Work and Work Incentives Improvement Act of {999 expanded the |

avuilability of health care coverage and greater work opportunities for working
persons with disabilities,




Released resulis ol » top-to-bottom review of changes made to the SSI childheod
disability program as a result of the welfare reformy law. The number of children
expected 10 lose eligibility for SS81 disability benefits dropped from 135000 ©
100,000

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

Continued to test and medily its redesign of the disability determination process. The
goal 15 to provide more timely and accurate disabiliy decisions,

Released a comprehensive report of the management of the $S1 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 increase
in the monthly substantial gainful activity level is the first since 1990.

CUSTOMER SERVICE

Created 2 “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 emiphasis 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 matenials in
Spanish, and working to provide other ron-English versions,

INVESTMENT IN EMPLOYEES

Since carly 1998, SSA's new hires on Native Americans, Asians and Pacific
Isianders, African-Americans, and Hispanics roflect percentages sbove the national
civilian workforce.

Successfully created promotionad opportunities for women and minoritics,
particularly at higher-grade levels.

Ruceived the 1998 John Sturdivant National Partnceship Award, which recognized
the Agency's commitment to the goals of management-union purtnership,

Created an "Employees av Ambassadors Program™ (o train all 65,000 Agency
employees about critical issues facing Social Security.
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OFFICE OF THE DEpUTY COMMISSIONER

as SSA's Chiel Operating Officer. When Lawrence Thompson ieft Social

Security in Decemnber 19935, she appointed John R, Diver as Principal Deputy
Commissioner, This position was cventually abolished when the Senate confirmed William
Halter as Deputy Commissioner of Social Security in 1999,

C{smmissioz}e{ Chater continued 10 use the Principal Deputy Commissioner position

Principal Deputy Commissioner John R. Dyer

Mr. Dyer was a long-time carcer employce, having served in both
OMB and the Health Care Finuncing Administration prior to coming o
SSAin 1988, At SSA, Mr. Dyer was Deputy Commissioner for
Finance, Assessment and Management and the Agency's Chief
Financial Officer. Mr. Dyer temporarily vacated his Deputy
Commissioner position to become Principal Deputy Commixgioner on
January 3, 1996, a position he held untid November 1999, He served as
Senior Adviser to Commissioner Apfel,

John R, Dyer

Deputy Commissioner Nominees

President Clinton made two unsuccessiul attempts (¢ (i} the Deputy Commissioner
position.  His first nominee was Linda Colvin Rhodes, who was formerly the Secretary on Aging
for the State of Pennsylvania. The President nominated Ms. Rhodes on August 10, 1995, The
Congress chose not {o act on Ms. Rhodes nomination, declining to schedule a hearing on the
matier, In March 1996, Ms. Rhodes asked the President (o withdraw her nomination.

Following this unsuccessful effort (o (i1l the Deputy Commissioner position, President
Clinton nominated a second candidate, Jane G. Gould, on September 2, 1997, Ms, Gowld had
gxtensive experience working with the aged and had served in the cabinet of New York
Covernor 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 action on the matter.
This lod Ms, Gould to ask the President (o withdraw her nomination on Margh 13, 19098,

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

William A. Halter was nominated by President Clinton on
October 1, 1999 and confirmed by the Senate on November 10,
1999, to become the first confirmed Deputy Commissioner of
the independent SSA. He served as the Agency's Chief
Operating Officer, providing executive leadership and direction
to SSA’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 evaluated budgets and
management practices of Federal cabinel departments, presented
budget options 1o the President, and formulated Administration
positions on domestic and international policy issues. He also
coordinated the work of the President’s Management Council, a
group comprised of the Chief Operating Officers of the Federal Cabinet departments. Prior
to that, Mr. Halter scrved as an economist to the Joint Economic Committee of Congress and
as Chief Economist for the Senate Committee on Finance. He has also served in the private
sector as a management consultant with McKinsey & Company, specializing in strategic
planning and improving organizational cffectivencss for a varicty of public and private
clients.

William A. Halter

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

A key goal of Deputy Commissioner Haller’s 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 accelerate its adoption of Internet service delivery and maintained constant
pressure on the organization to lind new and innovative ways to use the Internet in its business
operations.

Throughout his tenure, he has focused on: (1)} enhancing the Agency’s relationship with
Congress, (2) developing a technological infrastructure strategy to support best-tn-business
service and the Agency’s 2010 Vision, (3) expanding clectronic service delivery initiatives,

{4) improving communication with external and internal customers, and (5) encouraging an
entrepreneurial environment throughout the organization,
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INSPECTOR GENERAL

Inspector General (1G). 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 staff, including threc 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 nationwide network of facilities
comprising the Offices of Audit, Evaluation and Inspections, and Investigations. Staff in the
Immediate Office of the OIG supported thesc three components.

Inspector General David C. Williams

President Clinton nominated David C. Williams (o be S8SA’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.
Expcrienced investigators from other Federal law enforcement
agencies became integral members of O1G.”

Mr. Williams is a graduate of Southern lllinots University and 2§ f oo [
received his Advanced Degree in Education and a Maslers in David C. Williams

Education from the University of Illinois. He is the recipient of the
U.S. Bronze Star and the Vietnamese Medal of Honor. Mr. Williams left SSA o become
Inspector General for Tax Administration of the Department of the Treasury in 1999.

Inspector General James G. Huse, Jr.

James G. Huse, Jr. was nominated by President Clinton on July 29, !" '
1999, 1o serve as SSA’s second IG. The Senate confirmed him in
November 1999, Mr. Huse also held the positions of Deputy 1G and
Assistant IG for Investigations at SSA. Prior to his SSA/OIG
appointments, Mr. Huse was a Special Agent in the Sceret Service for
25 years, rising to the position ol Assistant Director. In 1995, he
received a Special Award from the Secretary of the Treasury for his
role as the Secret Scrvice official in charge of the White House
Security Review.

/

i
3
f

James G. Huse

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

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

61



OTHER EXECUTIVE APPOINTMENTS

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

C{}mmissi{mcr Chater sclected the majority of SSA's top staff whoe served during
Swaff, General Counsel, Chief Actuary and Deputy Commissioners.

Chief of Staff

Commissioncer Chater’s selection of a Chief of Stalf strengthened the
Office of the Commissioner. In September 1994, Commissioner Chater
appointed Brian Coyne as SSA’s first Chief of Staff. As Commissioner
Chater conceived the position, the Chicf of Stoff™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 to act as liaison between the Agency and other organizations,
both within and outside of the government. My, Coyne was known
throughout the Agency as a strong und socessible Chief of Staff.
Immediately prior to accepting the Chicf of Staff position, Mr. Coyne
was Deputy Chief of Staff to the Governar of Rhode Isinad.

Brian Coyn

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 coumel’s office. As an operating component of
HES, SSA received its legal services from the Department’s O0C, That office had several
divisions that provided advice to companents within HHS. The Social Security Division, which
way located at SSA Hendguarters in Woodlawn, MD, provided program advice and hitigation
services to S5A. The Business and Administrative Law Division in Washington, D.C, provided
legal advice and litigation support on non-programimatic, general law matters. The Legislation
DHvision, also located in Washington, provided legal advice oa proposed legistation and support
in dealing with congressional staff, To ¢reate a now OGC involved building an organizational
structure, undertaking new roles, and earning the conlidence and respect of other S8A
COMponeAts.

On March 31, 1995, SSA estabiished its own OGC that was headquartered in Woodtawn,
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 I, Fried was appointed by Commissioncr Chater
the first General Counsel of the newly independent S8A. Mr. Fried came
to SSA from New York City, where he served two of its largest agencies.
He was General Counsel to the New York City Department of Housing
Preservation and Development and Acting Geacral Counset and Deputy
General Counsel for the City’s Human Resources Adnunistration.

Qver the five years Me. Fried served as General Counsel, he successiully
built an arganization from the ground up. He exablished offices and
ereated the internal mechanies to easure that OGC functioned properly
und effectively. His ¢fforts helped to ensure thut the sewly estublished
OGC was a strong one and resulted in OCC gaining the Agency's confidence.

Arthur J. Fried

Chief Actuary

The Conlerence Report on the House and Senate versions of the Independent Agency
legislation emphasized the “very imponiant role of the Office of the Actuary in assessing the
financial condition of the Social Security trust funds and in developing estimates of the financial
effects of potential legaslative and administrative changey in the Social Securily program.”

The rolp of the Chief Actuary and SSA's actuarial staff was further emphasized in Public
Law 104-121, enucted into law on March 29, 1996, Scotion 103{¢) of the Senigr Citizens Right
1o Work Act (P.L. 104-121) provides for a Chief Actuary, who shall be appointed by, and in
direct line of authority 1o, the Commissioner of Social Security, This provision, in effect, ratified
the already-cxisting position of Chief Actuary and specified that the Chief Actuary shall report
directly to the Commissioner,

The Office of the Chict Actuary is responsible for the preparation of the annual report of
the Board of Trustees of the OASDI teust funds, This is a report on the financial status of the
OASDI program in the short-range (next 10 years) and in the long-range {next 75 years). Thus,
the actuarial stalf must work closely with the staffs of the Board of Trusiees in preparing the
annual report. In preparing the actuarial cost estimates for the anaual report of the Board of
Trustees, SSA’s actuarial stalt recommends to the Board the underlying economic and
demographic assumptions that must be made. Under the law as in effect before the Independent
Agency legislation, a Social Sccurity Advisory Council was established every four years. One of
the tasks of the various Advisory Councils established over the years was (o develop proposals
for changes in the Social Sccurity program. The acluarial 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 oulside experts, such
as actuaries, economists, and demographers to review und report on the appropriateness of the
assumptions of the Board of Trustecs. The actuarial staff worked closely with the various
technical panels in their analyses of the assumptions, methods of preparing the sctuarial
estimates, and the presentation of the estimates,
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Harry C. Ballantyne bas been Chiel Actuary of 55A since 1982, In this
capacity. he 18 responsible for monitoring the financial stntus of the Social
Sccurity systeny and estimating the effects of proposals (o modify the
program. Prior lo assuining his present position, he was Deputy Chiefl
Actuary for short-range ¢stimates from 1973 w0 1982,

Harry . Ballantyne
Deputy Commissioner for Legislation and Congressional Affairs

After the Agency became independent in 1995, SSA’S legistative office became much
higher profile with direct contact with 1the Congress, OME, and the Whiie House. The Office of
Legislution and Congressional Affairs (OLCA) reported directly to the Comumissioner reflecting
the importance of legisiative and congressional affairs to the Agency’s work as a result of
Independent Agency. OLCA successfully advocated SSA’s legislative policy and positions on
the Hill.

Commissioner Chater appointed Judy L. Chesser as Depuly
Commissioner for Legislation and Congressional Alfairs effective
March 31, 1995. Ms. Chesser came to SSA as the Associate
Commissioner for Legislation and Congressional Affairs in FJune 1994,
Ms, Chesser has the lead in developing SSA™s legislative agenda, which
she presents to OMB and the Congress. She advises sendor §8A
officials on their testimony for Congressional hearings, and conducs
Iratson activities with Congressional members and their staffs, The
Office of Legisiative Affairs maintaing offices in Washington and
Baltmore.

\ Judy Chesser

Ms. Chesser worked for 10 years as Director of New York City's Washington office before
coming to SSA. In that capacity, she formulated fegislative strategy to wdvance the ilerests
of Mew York City ax they related 1o Federal issues,

Deputy Commissioner for Systems

D). Dean Mesterharm, a carcer employee, was selected as Deputy
Commissioner for Systems by Commissioner Chaier in March 1996,
Mr. Mesterharm joined SSA in 1983 as the Director of Comiputer
Processing Operations. In 1987, he was selected 1o be the Assistant
Deputy Commissioner for Systems, He is credited for fiest alerting SSA
to the Y2ZK problem as carly as 1989,

{Jean e&terharm



Deputy Commissioner for Communications

After Independent Agency legislation became effective in March 1995, SSA quickly
assumed 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 opportunities
about Social Security.

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

Commissioner Chater clevated the office to Deputy Commiissioner level
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 ficld before coming to SSA in 1994 us
the Associate Commissioner for Public Affairs.

Under Ms. Wainwright's leadership, the Agency worked diligently to
put an effective and accountable communication program in place. SSA
established the strengthening of public understanding as a principal
Agency goal, so that 90 percent of all Americans may be considered
knowledgcable about the Social Security program by 20085.

Joan Wainwright

Deputy Commissioner for Human Resources

Paul D. Barnes, a carcer employee, has served as the Deputy
Commissioner for 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 employees.
These programs include personnel management, labor-management
rclations, civil rights and cqual 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 e A )
Assistant Deputy Commiissioner for Operations before assuming his Paul D. Barnes
currenl position.
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Deputy Commissioner for Operations

Cominissioner Apfel named Carolyn W. Colvin as the Deputy
Commissioner for Operations in April 1998. She manages SSA’s
workload operations components responsible for the delivery of services
to the public. Ms. Colvin directs the activities of nearly 50,000
cmployees located in headquarters, regional offices, ficld offices,
teleservice centers and processing centers.

Ms. Colvin has been with SSA since August 1994, when she was
appointed the Deputy Commissioner for Policy and External Affairs. .
Before assuming her current position, she was the Deputy Commissioner ~ Carolyn W. Colvin
for Programs and Policy. Prior to joining SSA, Ms. Colvin was the Secretary of the

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

Deputy Commissioner for Disability and Income Security

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

Prior 1o coming to SSA, Dr. Daniels was the Associate Commissioner of  gusan Daniels
the Administration on Developmental Disabilitics in HHS.

Deputy Commissioner for Finance, Assessment and Management

On May 5, 1998, Commissioncr Apfel named Yvette S. Jackson to the
position of Deputy Commissioner for Finance, Assessment and
Management. Ms, Jackson is responsible for overseeing all financial
operations for the Nation’s largest domestic program, which accounts
for 25 percent of the non-defense Federal budget. She provides
executive leadership in administering an annual operating budget of
almost $7 billion, supporting 65,000 employees.

Prior to joining SSA, Ms. Juckson was the Administrator of the Food
and Nutrition Service in the Department of Agriculture (USDAY). As

Yvette S. Jackson

Administrator, she oversaw USDA’s 15 nutrition assistance programs
and managed an Agency budget of $40 billion and a staff of 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-making component, was among the Agency’s first prioritics after
becoming an Independent Agency. The need for a stronger policy role was also articulated in the
first report of the recently created Social Security Advisory Board, Developing Social Security
Policy: How the Social Security Administration Can Provide Greater Policy Leadership,
released in 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 it. 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 trequent organizational changes plagued the policy area 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 developinent organization reporting
directly to the Commissioner. In addition, the Board recommended that SSA should (1) address
the larger policy issues and undertake analyses of the effectiveness of its programs, (2) strengthen
SSA’s policy, research, and evaluation capability through new staff and greater interaction and
coordination with research and policy people outside SSA, (3) attend to the organizational
structure, and (4) encourage additional research by developing surveys and administrative data for
rescarch, evaluation, and policy purposes, both inside and outside the Agency.

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

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

| Jane L F-!os;

Dr. Ross holds a Ph.D. and a Master’s Degree in Economics and a Bachelor’s Degree in
International Relations, all from American University.
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SociaL SECURITY ADVISORY BOARD

on Social Security that had been provided under the oid Jaw, The advisory nature

of the work performed by the Advisory Councils became the province of the
Social Security Advisory Board (Board). The seven-member bipartisan Board was created to
advise the President, the Congress, and the Commissioner of Social Security on matters relating
1o the Social Security and 551 programs.

Thc Independent Agency legislation elininated the quadrennial Advisory Councils

Advisory Board members are appointed to six-year terms, made up as follows: Three
appoinied by the President {(no more than two from the same political party}); and two each {no
mwore than one from the same political party) are appointed by the Speaker of the House (in
consuliation with the Chairman and Ranking Minortty Member of the Commitige on Ways and
Means) and by the President pro tempore of the Senate (in consultation with the Chairman und
Ranking Minority member of the Committee on Finunce). Presidentia! appointees are subject 1o
Senate confirmation.

Board members serve staggered terms. The statute provides that the initial members of
the Board serve terms that expire over the course of the first six-vear perind. The President
appoints the Chairman of the Board for a four-yeur term, comnciding with the torm of the
President, or until the designation of a successor,

Since the Board began miceting in the spring of 1996, it has worked (o address the broad
mandate 1hat the faw provides. The Board's work has encompassed a number of important
issugs, including long-range financing for Social Security; changes in the disability programs:
S58A’s policy development, research, and program evaluation; the Agency's quality of service 10
the publie; the SS1 program; and public understunding of Social Sccurity,

Harlan Mathews, a former United Stutes Senator from Tennessee (he replaced Al Gore in the
Senate when Senator Gore became Vice President in 1993) sevved as the first Chair of the
Board from January 1996 to September 1997, Scenutor Mathews previously was Secretary of
the Cubinet for Tennessee Governor, Ned McWherter, and Teanessee’s Suate Treasurer,
During his 13-year tenure as State Treasurer, he administered a state-wide public employee
pension program, Stanford G, Ross replaced hina in October 1997,

Mr. Ross was Commissioner of Social Security during the
Carter Administration. He 1s an expert in Social Security and
Federal tuxation issues. Mr. Ross is a Director, former
President, and founding member of the National Academy of
Social Insurance, and serves as Chair of its International
Understanding Committee. In addition, he served as @ public
trusiee of the Social Security and Medicare trust funds during
the Bush and Clinton Administritions.

Stanford G. Ross
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The six other members as of December 2000 were:

Jo Anng Barnhart (House Appaintee). Most recently, Mx, Barnhart served as
Political Director for the National Repubiican Senatorial Commitice. From 199010
1993, she served as Assistant Sceretary for Children and Families, HHS, Ms,
Barnhart's term s from October 1998 1o September 2004, She previously served
from March 1997 10 September 1998,

Martha Keys {(House Appointee). Ms. Keys served as a Congresswoman in the 94"
and 95" Congresses, where she served on the House Commitice on Ways and Means,
Subcommittees on Health and Public Assistunce, and Unomployment Compensalion,
Ms, Keyx" term is from October 1999 1o September 2005, She previously served
from October 1994 to September 1999

David Podoff {Senate Appointee). Mr. Podofl is currenily Minority Stafl Director
and Chicl Economist for the Senate Conmunitice on Finance. Prior to heading the
Democratic Staff of the Committee, hie served as its Minority Chief Health and Social
Security Counsclor and Chief Economist. Mr, Podoff"s term is from October 2000 to
Seprember 2006,

Sylvester J. Schieber (Senate Appointec). Mr, Schicber is Director of the Research
and Information center at Watson Wyatt Worldwide. He specinlizes in analysis of
public and private retirement issues and the development of speciad surveys and data
files, Mr. Schieber’s term s from January 1998 10 September 2003

Gerald M. Shea {Presidential Appointee). Mr. Shea serves as Assistant to the
Peesident for Government Affairs at the AFL-CIO, 8 position he has held since 19935,
He served as a member of the 1994-1996 Advisory Council on Social Security. Mr.
Shea’s term is from October 1998 to September 2004, He proviously served from
Janmuary 1996 to September 1998,

Mark A, Weinberger {Presidential Appointee). Mr. Wainberger is the Director of the
U8, National Tax Department for Ernst & Young LLP, Prior (o this, he served as
Chiel of Stafl and Counsel to the President’s 1994 Bipartisan Commission on
Entitiernent and Tax Reform {the Kerrey-Dantorth Commission), Mr. Weinberger’s
term is from QOctober 2000 to September 2006,

Former members and their positions while serving were:

Harlan Mathews (Presidential Appointee), Chair. Scnagor Mathews served from
January 1996 to September 1997,

William €. Brooks (Presidential Appointee), Vice President of Corporate Relatians,
Ciencral Motors Corperation. Mr. Brooks served from January 1996 to September
1996.



e Lori L. Hansen {Senate Appointee), Policy Analyst at the National Academy of
Social Insurance. Ms. Hansen served from Ocober 1994 to September 2000,

e  Arthur “Pete” Singleton (House Appointee), Consultant on Trade, Health and Social
Security legislation. Mr. Singleton served from November 1994 1o October 1996, He
left the Board 1o be the Majority Staff Dircoior, House Ways and Means Conunitice.

s Curolyn L, Weaver (Senate Appointee}, Director of Social Securily and Pension
Stuhies at the American Enterprise Institute. She was g member of the 1994-1994
Advisory Council on Social Security. Mx. Weaver served from October 1994 1o
September 1997,

BoARD OF TRUSTEES

» efore the Independent Agency legislation, the Board of Trustees of the OASDI
. trust funds consisted of five members: 1he Seeretary of the Treasury, who is the

b Managing Trustee; the Secretary of Labor; the Secrerary of Health and Human
Services; and two public trustees appointed by the President and confirmed by the Senate. The
Commuissioner was the Secretary of the QASDI Board of Trustees, Under the Independent
Agency legistation, the membership of the Board of Trustees was increased from five members (o
six members, The Commissioner of Social Security, as provided for in the law, was the new
member of the OASDI Board of Trusiees. The Commissioner also becarne a member of the
Bourd of Trustecs of the Hospital Insurance (HT) Trust Fund and of the Board of Trustees of the
Suppiementary Medical Insurance (SMI) Trust Fund. Under the transition rules, Commissioner
Chater continued to serve as the Commissioner of the newly Independent Agency. Thus,
Commuissioner Chater served as a member of the Boards of Trustees when the 1993 and 1996
Trustees Reports were issued. When the 1997 Trustees Reports were issued in April 1997, Iohn
1. Callahan, then Acting Commissioner of Social Security, served as » member of the Board of
Trustees. Also under the law, the Deputy Commissioner of Social Security became the Secretary
of the OASDI Board of Trustees. The Secretary of the Boards of Trustees of the HI Trust Fund
and the SMI Trust Fund remained the Adntinistrator of the Healih Care Financing Administeation,

The Fublic Trustce positions were created by the Social Security Amendments of 1983,
Stanford (. Ross and Bavid M. Walker began four-vear terms on October 2, 1980, They
continued to serve through the issuance of the aneusl report for 1995.°

Mr. Ross was Commissioner of Sociul Security (1979-1980), He currently serves as
Chair of the Social Security Advisory Board, He is an attorney ot Arnold & Porter in
Washingion, D.C.

® The Social Security Act allows 2 public representative whose term has expired 1o conlinug in the position until the
virdier of the tme at which o suecessor iakes offiee or the Hoard's vest ganuad report s sswed,
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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 currently
serves as the Comptrolier of the United States.

Stephen G. Kellison and Dr. Marilyn Moon were appainted by President Clinton and
confirmed by the Scnate to serve four-year terms as public trusices on July 20, 1995, They
continued to serve through the issuance of the snnual report for 2000.

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

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

L1, John L. Palmer and Dr. Thomas R Saving were appointed by President Clinton and
condirmed by the Senate to serve four-year terms as public trustees beginning on Oclober 28,
2000,

{3, Palmer is Dean and Professor of Economics and Public Administration of the
Maxwell Schoot of Citizenship and Pablic Alfairs at Syracuse University,

Dr. Saving is Director of the Private Enterprise Rescarch Center and Professor of
Econamics ut Texas A&M University.,
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NON-CAREER SSA APPQINTEES

ExHIBIT $

PRESIDENTIAL APPOINTEE/SENATE CONFIRMED (PAS)

NAME

FOSITION

BEGINNING/ENDING

DATE WITH 55A

COMMISSIONERS

Kenneth 8. Aptel

Commissioner of Social Security

(#2457 — Present

John 1 Culighan, Ph.D.

Acting Commissioner of Social Security

Q37 - 97

Shirley S, Chater

Commissioner of Social Sceurity

10493 - 02197

DEPUTY COMMISSIONERS

William A. Halter

Deputy Commissioner of Social Security

§ 17849 — Present

Jane G, Gould

Deputy Commmissioner {Nominee)

Withdrew

Linda Colvin Rhodes

Deputy Commissioner {Nomine¢)

Withdrew

INSPECTOR GENERALS
Fames G Huse Inspector General 11759 - Present
David C. Williams inspector General 12/95 - 06/98
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SENIOR EXECUTIVE SERVICE (SES)

e rosiTon SEGIING/ENONG
Brian Coyne Chief of Staff 09794 — Present
Arihur J, Fried General Counsel G4/95 - 08/00
Judy L. Chesser Deputy Comimissioner for Legisiation and 06/94 — Present

Congressional Affars

Carolyn W. Colvin

Deputy Commissioner for Operations

{R/94 — Present

Susan M, Daniels

Deputy Commisstoner for Disability and
Income Security Programs

08/94 — 12/00

Yvetie S, hackson

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

{5798 — Present

Jane L. Ross

Deputy Commissioner for Palicy

(4798 - Present

Joan £, Wainwright

Deputy Commissioner for
Communicarions

12/94 — Q5/Q0

James Terry Bdmonds

Associate Commissioner for External
Affais

12/97 = 08/99

Barbara B. Kennelly

Associate Commussioner for Retrement
Policy

2/9% - 00

Eduard A. Lopez

Special Counselor to the Commissioner

34/95 ~ Present

Lisa M. Mallory

Counsclor to the Deputy Commissioner
for Disability and Income Security

OR/OG — Present

James Roosevelt Ir.

Associate Commissioner for Retirement
Policy

G998 w 11799

Cassundra F. Witkins

Senior Advisor 1o the Commissioner

{34794 - Present
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SCHEDULE C POSITIONS

NAME

POSITION

BEGINNING/ENDING
DATE WITH SSA

V. Lovell Brigham

Deputy Press Officer

03/98 - 10/98

Judith 8. Crandell

Speechwriter, Office of Communications

06/99 - Present

Juan E, Lopez

Special Assistant to the Chief of StafT

05/99 - Present

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
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confidence in Social Security, Younger people, particularly, had very low levels

of confidence that benefits would “be there” for them when they retived.” A poll
conducted by National Public Radio in 1999 mdicnted that there was still considerable confusion
about the future of the Social Security system.” Because it is projected to have long-range
financing problenys, the Social Security program is high on the Nation's agenda. The debate
over long-term solvency remains a focus of iniense public inferest

D uring the middle and late 19905, polling duta suggested some evosion in public

From the very inception of Social Sccurity, there
was an emphasis on the program’s long-range fiscal
viability, President Roosevelt signed the Social Security
Act inte law on August 14, 1935, in response to the
cconomic hardships created by the Great Depression,
This new social insurance program scught to address the
long-range problem of economic security for the aged
through a contributory system, In that sysiem, the
workers themselves contributed to retirement benefits by
making regular payments into a common fund. Soclal
Security is a compact between generations, 1t is basically
4 pay-as-you-go program. The Social Security taxes
collected from foday’s workers pay the benefits of today’s
retirees.

President Roosevelt signing the
Social Security Act into law

" Ameriean Couneil of Life Insurance, The Polls-Poll Trends: Sociul Security, An Update. Public Opinien
Quariedly, Fall 1995, pgs. 424-425.

“Nutionat Public Radio, 1999, "NPR, the Kaiser Family Foundation, and Harvard Unisersity’s Kennedy Schoel of
{Crovernment’s Pell on Social Security.”
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FABRIC OF AMERICA

ocial Security is part of the fabric of America and its importance (o the nation

cannot be overestimated. Approximately 153 million workers (96 percent of

American workers and their families) are covered under Social Security, The
program sends monthly benefits to more than 45 mitlion beneficiaries.

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 lifted roughly |5 million senior citizens out of poverty in 1999. For 24
million of the elderly, Social Security is a major source of income and for half of that group, it is
their only source.”

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

* Social Security Administration, Office of Research, Evaluation, and Statistics.
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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 Sccurity’s expenditures will

exceed its income on average by 16 percent. The major factors placing a
financial strain on the program are increasing longevily; 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
expectancy at age 65 for men in 1940 was 11.9 years, compared to 15.8 years in 1999. In 1940,
the life expectancy at age 65 for women was 13.4 years; in 1999 it was 19.1 years. By 2030, lifc
expectancy at age 65 is projected to rise from the 1999 levels by another 1.7 years for men and
1.3 years for women.
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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 years people
are Hving: 1t 1s also a result of historical and projecied birth rates, The period 1946-1964 was &
time of high birth rates. Americans born during this period are referred to as the baby boom
generation, This generation will begin to turn 65 in 2011, Following the baby boom period was

one of much lower birth rates. In the future, birth rates are projected to remain at these fower
fevels,

The number of workers for each benefictary has declined and that trend will continue. In
1960, there were 5.1 workers per beaneficiary, This ratio 18 projecied (o decrease to 2.1 workers
per beneficiary by 2030, placing a strain on the pay-as-you-go system.

FINANCIAL CHALLENGES

t 18 projected that the Soctal Sceurity systerm 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-year period. The Old Age, Survivors, and
Dhisability Insurance (OASID) Trust Funds will incur an actuarial deficit of 1.89 percent of
taxable payroll.® Bused on intermedinge assumptions, the OASDI Trust Funds are projeeted 1o

* Based on 2000 Trustees Report, intermediate assumptions, The aciuarial balance is the most commonly osed
measure off Jung ranpe selvency of the QASDE program. This measure indicates the sice of the difference betwesn
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begin paying out more in benefits than they colleet in taxes in 2018, Totd income {tax revenue
plus interest income) will exceed outgo until 2025, The Trust Funds are expected 1o decline until
exhaustion in 2037, when annual tax income will be able to pay for only about 72 percent of
benefits.

Anoually, the Board of Trusices releases a report on the financial condition of the OASDI

Trust Funds, The following chart shows the history of the Trusiees™ projections for cach year of
the Clinton Adninistration when the Trust Funds will become insolvent.

Social SECURITY TRUSTEES' REPORTS

NEARICOSTS NEARNRUST
WILINEXCEEO M EUNDSBATANCE!

JIAXIREVENUES WILTIRE AKS
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 intermediate assumptions, it 1s 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 systern. This situation was created by & 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 Amwendments. Major provisions included: inoreasing the {ax raie; increasing the

expected finuncing and cost for the pragram over 5 75 year period, The actuarial halonce is expeessed as o
percentage of thvable payroll over the 73 years.
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carnings base: lowering the age al which the earnings test no longer applied:; and reconfiguring
the benefit formula.

In the carly 19805, the Sociul Security program faced another serious financing crisis. A
blue-ribbon panel, known as the Greenspan Commission, was appointed to study the financing
1ssues and make recommendations for legislative changes. The final bill, signed into kaw in
1983, made numerous changes to the Social Security program including: taxing Socia! Sequrity
benefits: covering federal employees; raising the retiremnent age, starting in 2000; and increasing
the reserves in the Trust Funds, With the 1983 Amendments, financing problems faced by Secial
Sccurity in the late 1970s and carly 1980s were temporarily resolved, but the long-range
financing challenge reappeared a fow years later.

ADVISORY COUNCIL ON SOCIAL SECURITY

Services, Donna E. Shalala, established the 1994-19586 Advisory Council on

Sociad Securtty, Secretary Shalala and Commissioner Shirley S. Chater asked the
Advisory Council 1o focus specifically on the long-term fiscat imbalance of the OASDI program.
The Advisory Council used the iotermediate assumptions of the 1995 report of the Board of
Trustees to cxamine the benelit structure in the OASD! program from various distributional
perspectives and to recommernd revisions as approprisie. While the Advisory Council expected
1o refease theie seport in 1995, they finally celeased i in January 1997, Although the Advisory
Council agreed on the oversll concerns about the program, they could not reach consensus on a
single approuch for deuling with Social Secunty’s financial difficulties. The Council members
were deeply divided oo recommending an approach o address the long-range financing problem
tacing Social Sceunty, Various Councll members developed three different solvency plans; no
single plan was supporiad by a majority of the 13 members. As the Council itself indicated with
regard 1o the different proposals, .. .cach tnvolves a very different vision for the future evolution
of the ULS. retirement system.™ The three different plans were:

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

1. Maintenance of Benelits (IMB) - Includes keeping the program’s overall benefit
structure the sume; eventually Ingcreasing the payroll tax and minor beaefit cuts: and
investing puret of the Trust Punds in the stock market

2. Publiciy-Held Individuul Accounts (1A} ~ Includes cuts in benefits; employees
contributing 1.6 percent of pay 10 individual savings sccounts, in addition to the
current. 1 2.4 percent OASD tax rate.

3. Povaely-Held Individual Accounts (PSA) ~ lncludes replacing Social Sceurity with o
two Lier system consisting of a flat retirement benefit {lied o the pumber of years of
waork} and w individually owned retirement account funded by o § percentage point
contribution from the current OASTH tax rate.
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CONGRESSIONAL INTEREST AND SOLVENCY PROPOSALS

retease of the Advisory Council's repont, the release of this report acted as a
catalyst for increased public and congressional interest in how best to address
the long-range financing issues of the Social Security program.

‘ ’i r hile a few Social Security reform proposals had been offered prior to the

Over the period 1993-2600, Congress held 46 hearings on Social Security solvency or
closely related issucs, The topics of the hearings ranged from the overall status of the sust
funds, 1 specific solvency plans, (o specific features of some pluns--c.g., raising the retirement
age. Mosi of these congressional hearings occurred afier the Advisory Council submitted their
report. Of these 46 hearings, an SSA witaess testified at 27 of them, 18 of which the
Commisstoner of Social Security provided testimony.

In the 103-105™ Congresses (1993-1998), 21 plans werc offered by Members of
Congress 1o 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 general, the
splvency bills were sponsored by relatively few Members of Congress and ofien had only a small
mumber of of 60 co-sponsors. In some cases, the same Member of Congress introduced severad
hills that were variations on a theme. No single bill or specific plan gained significant support in
the Congress,

In addition to Congress sponsored plans, various conmnissions proposed their own
solutions, For example, President Clinton established the 1994 Bipartisan Comngssion on
Entitlement and Tux Relorm® to examine the impact of entitlement prograns on the Nation's
future and to recoramend reforms. The Center for Strategic and International Studies developed
the 1998 National Commission on Retirement Policy to examing the fiscal challenges posed by
the retivement of the Baby Boom population. “Think-tanks™ and other public policy
organizations: s well ms prorainent individuals with long-standing {nterest in Social Security
were also active in developing and suggesting their own plans,

Proposals for reforming Social Security ranged from maintaining the corrent struciure 1o
changing the investment strategy of the Trust Funds, to dismantling Sociad Sccurity altogeiher
and privatiziug retirenment savingsf’

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 1o reduce benefits include cutting the annual cost-of-living adjustment (COLA),
changing the benefit formula, making across-the-board cuts, and increasing the normal
retirement age. Options to increase trust fund revenue include raising payroli taxes; transferring
revenues from the general fund of the Treasury to the Trust Funds; covering newly hired state

Thee panel consisted of Members of Congress and privaie ciuzens,
* Daly, Mary C.. Heonontist, Federal Reserve Bunk of San Francisco, Ecenontic Letter, Number Y826, June 258,
1999,
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and local employees in the system, and incrcasing the amount of 2arnings subject (o the payroil
X,

Almost all legislative proposals advanced to restore long-range solvency would make usc
of the nation’s financial markets o improve the rate of return under the system. One group of
proposals would alter the Social Security trust fund’s investment policies o allow the funds 1o
include equity investments, Thix change would be consistent with the investmeni practices of
state pension funds and is designed o increase the return to the trust funds so that smaller
reductions s benefits or smaller increases in revenue would be needed. Some proposals include
provisions that would use some of the Federal budget surplus 10 make general revenue transfers

to support Social Security.

Other proposals would permit or mandate the creation of persanal savings accounis—
¢ither as a substitute for Social Security benefits or as a supplement fo them. These accounts are
generatly financed either by a redirection of a portion of the current Social Security payrofl tux or
by funds from general revenucs of the government. Because redirecting 4 portion of payroll
taxes 1o fund individual accounts would have a negative effect on solvency, these plans include
elements that would reduce benefiits. In some caxes, the plan calls for the reduction or offset of
the Sactal Security bencfit based on the growth, or hypothetical growth, in the person’s
individual account. Another proposal was unigue In that it would guarantee the current benefin
level, fund individual accownts through general revenues (rather than redirecting a portion of the
payrol] tax}, and then offset the Social Security benefit 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
OCommissi{mer Designee, Kenneth Apfel stated;
“Iin all candor, Mr. Chairman, critical discussions about the
future of the Social Security program need o take place not
only in cormmitteg hearing rooms on the Hill, but also in
family living rooms alf across America. As Commissioner,
one of my roles will be to help Americans understand Sacial
Security today, so that they will be prepared to make the
tough choices to ensure the program will be there for them
tomorrow.”
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Four months later, Prestdent Clinton directly addressed the long-term financing problems
that were facing the Social Security program in his 1998 State of the Union eddress and laid out &
provess to achieve meaningful reforns. At the time of his State of the Union address, surpluses (81
irilhion over the next 1 years) were projected in the unified hudget, bul, he said, the sorpluses
shouldn’t be used until we “Save Social Security First.” He said we must educate Americans so
that they understand the Social Security program and the issues facing it President Clinton invited
atl Americans 1o join in the discussion, He called for a series of non-pariisan, town hall forums
throughout the country 10 engage the citizenry in an informed public debate. On February 9, 1998,
he delivered a major address on Socisl Security at Georgetown University in Washington, D.C. as
the unofficial launch of the year-long process of discussing the future of Socia] Security.

The Ageney played a prominent rolc as 1998 became a year of intensive activity aimed at
expanding the discussion of the Social Security program. Commissioner Apfel urged dozens of
organizations, including advocacy groups for minoritics, youth, and senior citizens; public policy
and grass roots groups; trade associations; and business and labor organizations {0 engage in the
dialogue. Social Security provided informational materials and analyses to help promoie the
discussions.

At the heginning of this initiative, Conmnissioner Apfel indicated the importance of these
discussions when he made a speech to the National Academy of Social Insurance at the National
Press Club on January 30, 1998, just three days after the President’s State of the Union address.
He said:

“In the coming weeks and months, we need to educate the American
public about the basics of this complex, financial program. We need 1o
explain 1% importance, and we need to make the program real 1o as many
Americans as possible.”

In addition to these agency activities, Commissioner Apfel participated in regular White
House mectings with the President’s Senior Economic team to explore policy options and (o
assist the President in developing his Social Security reform proposal. This group met regularly
with the President to discuss how best to achieve meaningful Social Security reform. Those
meetings continued throughout the rermainder of the President’s second term in office.

Al the request of the President, the
Concord Coalition and the American Associstion
of Retired Persons co-sponsored The Great
Social Security Debate, 2 series of national
discussions ahout the future of Social Security
thut President Clinton had called for m his Sute of
the Union address. On April 7, 1998, President
Clinton participated in the first of the nationg!
forums. B was held on the campus of Ponn Valley
Comnwnity College in Kansas City, Missourd,
The second forum took place in Providence,
Rhbode Isiand on July 1, 1998, and featurcd Commissioner Apfel attending White

House Conference on Social Security
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Vice President Gore. President Clinton hosted the third regionu! forum in Albuguerque, New
Mexico on July 27, 1998, The bipartisan didogue colminated with 2 Ristoric White House
Conference on Social Security on December 89, 1998, providing a usique opportunity w bring
together the bencfiis of a well-balunced group of experts 10 facibitate the discussion, The two-
day event was held in Washington, D.C. and President Clinton attended the conference. Invited .
guests submitted two-page proposals for Social Security reform which were published in & hook
of Conference Suatements,

In his 1999 Siate of the Union address, the President laid out his proposal o “Save Social
Security First.” He proposed ransferring 62 percent of the unified budget surpluses ($2.8
triliton) 10 Social Security over the next 15 years; saving 15 percent of the surpluses to shore up
Medicare; and investing 12 pereent of the surpluses into new Universal Savings Accounts. The
remaining 11 pereent was for defense and other domestic prionties. This would extend selvency
an whdinonol 23 years, Trom 2032 10 20535,

At this time, budget projections began to show that the federal government would
accumulate substantial budget surpluses in addition to those produced by Social Security.
Republican Leadership responded to the President’s proposal to ransier 62 percent of the unified
budget surplus to Social Security by pledging to “lock away™ the entire Socid Security surplus.
Much of 1999 turned into a debate over pratecting the Social Security surplus, rather than a
debale over how to achieve long-terns solvency for Social Security.

{n his 1999 State of the Union address, President Clinton also expressed his concemn
about relatively high poverty rates among older women stating "“We should reduce poverty
among clder!ly women, whe are nearly twice as tikely to be poor as our other seniors. .7
Throughout 1999, SSA snalyzed sumerous proposals to enhance Social Secunity beoefits
ways that would reduce high poverty rales among older women, particularly widows, relative o
the averall elderly population and provide tmproved economic protection for an especially
vuinerable segnieat of socicty.

In his 2000 State of the Union message, Presudent Clinton modified s proposal inan
effort 1o achicve bipartisan consensus. He called for locking away the entire Social Security
surplus] paying down the national debt; and dedicating the interest savings 10 Social Security,
which would extend selvency from 2037 10 2054, In addition, the President recommended
mmvesting a small share of the Trust Funds in equities to further extend the life of the Trust Funds.
He calied on Congress to work with him on g bipartisan busis to make the additional changes
necessary 1o streagihen the Social Securnity program and put the program in long-term actual
balance.

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

hroughout the President’s second term, S5A worked to ensure that the public had

the information it needed to understand the essentrals of the program, so they

could participate in the discussion of how best 1o strengthen Sociai Security for the
future. When the President called for a major public discussion on the long-range {uiure of the
Social Security program in 1998, the Agency was well positioned 10 meet its responsibility of
advancing public education. Social Security enployees had x central role to play in these
discussions, not by taking sides, but by educating. 1n order for 88A to more effectively serve the
public, there was a big push behind expanding the capacity of our workforce (o engage the
public. In 1998, SSA established the "Employees as Ambussadors Prograny” und trained all
65,000 employees—many whom have become specialists——to answer the lough questions aboul
Social Sccurity. Supporiing this offort was an aggressive, proactive public education outreach
carnpaign during the two-year peciod of 1998 and 1999, employees purticipated in more than
10,000 cvents and media opporiunities on issues affecting Social Security’s future, These ovents
included community seminars, co-sponsored by organizations such as the Junior Chamber of
Commerce and Americany Discuss Social Security, and Congressional forums, newspaper
editorial boards, and Internet discussions. SSA developed special public information muterials 1o
support the national dialogue on long-range financing and poublished 2 new booklet entitled The
Future of Social Security that outlined importani program and {inancing issues, Well over one
million copies of the booklet were distributed.

S84 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
material recetved more general distribution through SSA™s website and elsewhere. The papers
inciuded pieces describing how Social Security benefits help women, minorities, and low-wage
workers, Angther deseribed the low administrative costs of the current program, A serics of
guestions and answers were developed to provide financial and statistical information on
solvency issues, They dirgcted website users to selected lables on the trust {unds, the finsacing
{or Bocial Security and Medicare, and the dates of currently projecied long-range financing
shortfalls in the OASI, DI and HI programs. Estimates of the number of workers insured under
Social Sccurity and the approximate ratio of workers (o beneficiaries were also presenicd in this
way. Fact sheets and other materials were prepared for distribation and discussion at several
symposiums such as the October 1998 “White House Round Table on Women and Social
Security” and the “First Lady's Social Security and Women™ event held on Januury 23, 1895,

In addition, S§A worked internally and externally developing models and simulations
that determined the tmpact of making major changes to the Social Secunity system. These
included models such as Historical Cohorts, Microsimulation,® Madeling Income in the Near
Term, and CORSIM, These models dealt with the effects of changes to the Social Secarity
program on distributional impact, economically vulneruble beneficianes, and Jong-term cost

*The erigrosiulation maded was developed at Corael University.,
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analyses. SSA conlinues to prepare materials on all fiscal effects of various proposals to change
the Social Security program.

Although the public debate on fong-terny solvency of the Social Security system became
a central issue in the 2000 Peesidentiul Campaign, nutional political leaders could not agree on
legislation to strenpthen the programs. In an interview with Planes Gov.Com on October 12,
2000, Commissioner Apfel said:

"My one regret is that we're nol silling here loday saying that we have
taken the financial steps that were necessary to assure that we can lpok
our grandchifdren in the syes and say we've got the right financing system
in place, that their benefits will be as strong for them as they were for our
grandparents.”

He further stated o an Interview with the Boston Globe on November 5, 2000, 1 was
hoping that by now we would sec legislation designed to ensuie that Social Security would be
strong through the 21™ Century. Obviously, we haven't made it 1o the finish line on that one.™
As indicated, while no consensus on what to do was reached, many agreed that the sooner an
agreement 1s reached the better.

REPEAL OF THE RETIREMENT EARNINGS TEST (RET)

nother significant change
in Social Security during
the Clinton Administration

was the repeal of the Retirement Earnings
Test (RET). Originally, Sacial Sccurity
was designed as a social insurance
program under which workers and thetr
dependents were @ be inswred against the
ioss of carnings as a result of rettrement,
disability, or death of the worker. Benefits
were intended (o partially replace the
carnings that are actually lost duc to these
events, In that comtext, the RET was

designed as an objective measure of the E 0 P(]RT!NIHES
earnings amount lost due 1o retirement. f X}’ AND ING {;M

The Social Security program R OLD ER .
always had a RET. However, the “all-or-

nothing” test in the original 1935 Social President Clinton signs bill repealing RET
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Security Act was modified numerpus imes o allow retirces to supplement henelits with earnings
up to a specified fevel.

Prior to the repeal in 2000, the first change to the RET during the Clinton Administration
accurred in 1996, With the strong support from President Clinton and the Congress, the annual
exempted amounts for beneficiaries aged 835 w 69 were Icgisiated to rise annually until reaching
330,000 in 2002, This increase gave many older Americans the opportunity to supplement their
Sccial Security benefits while remaining productive members of the workforce,

Prior to 1he repeal of the RET, henefits were reduced $1 for every $3 of earnings above
the annual exempt amount {or beneficiaries age 65-69, Benefits were reduced $1 for every $2 of
garniags above the annual exempt amount for heneficiaries below age 65, Unearned income,
such as interest income, dividend paymenis, private pensions and the like, wore not counted for
purposes of the RET.

In addition, workers were exempt from the test when they reached age 70. For a worker
below age 70, his or her earnings above the exempt amount affected not only his or her own
benefiis, bul also the benefits of family members receiving benefits on the worker’s eamings
record. However, if a dependent or survivor beneficiary has carnings above the exempt wmount,
those earnings can affect only that individual's payments.

Delayed reticement credits {DRC) are provided 1o compensate workers age 63469 whose
benefits are withheld under the RET. The DRC increases the worker’s retirement benelit for
each month after the full benelt retirement age (now age 65 but scheduled 10 rise 1o 67 by 2022)
that the worker delays filing for benetiis or benefiis are fully withheld, The DRC is currently six
percent per vear Tor workers age 65 in 2000, The DRC percentage will increase 0.3 percentage
point every two ycars untif it reaches 8 percent per year for workers reaching full retirement age
n 2008 and later. When the DRC is 8 percent per year, benefits losi due to delaved rettrement
generally will be offset in an actuarially fair manner by the increasc in henelits resulting from
[RCs,

{n carly 2000, both the Congress and the President signaled a willingness to repeal the
Retirement Earnings Test for those shove the normal retiremnent age. Commissioner Aplel
testified before the House Ways and Meuns Subcommitiee on Social Security on this issue on
Febroary 13, 2000, Congressional action was swift, The legislation quickly went to the full
House wheee it was passed 422-0 on March |, 2000 and 100-0 on Murch 22, 2000 in the Senate.
On April 7, 2000, President Clinton signed Public Law 106-182, The Senior Cilizens’ Freedom
10 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, retroactive to January 1, 2000, It
also permitted beneficiaries to decline current monthly benefits so that they can earn DRCs. This
legislation was estimated o have a negligible cffect on the long range financing of Social
Security,

Earnings at or afier the {ull retirement age no lopger count towards the RET. Beginning
m 2000, carnings between January of the year an individual reaches Normal Retitement Age
{(NRA) and the month before the momh of altainment of NRA are counied towsed the $t 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 over $30,000 is counted. Thereafter, the threshold is indexed o
the growth in average wages. Beneficiaries would continuc to be subject (o the lower $1 for $2
test for earnings prior to January of the year of attainment of the NRA.

As aresult of this legislation, about 800,000 beneficiaries age 65-69 and 150,000
auxiliary beneficiaries, who previously lost some or all of their benefits under the test, now
receive full benefits. [n May 2000, about 400,000 beneficiaries in this group were reinstated and
reccived retroactive payments averaging $3.500 per person for benefits duc since January. SSA
paid a total of $1.5 billion in refunds just three weeks after the legislation was signed into law,
Beginning in June 2000, SSA automatically reinstated working beneficiaries as they attained full
retircment age.

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

notices informing over 9 million affected working and non-working beneficiaries of the change
in the RET and the new option to earn DRCs.

CONCLUSION

domestic program in the nation’s history. It has been providing cconomic security

for workers and their familics for 65 years and is America’s greatest anti-poverty
program. Social Security has made an enormous difference in the lives of older Americans, as
more than nine in ten of them receive retirement benefits each month.

Thc Social Security program has become the most successful and most popular

Howgver, the 2000 Board of Trustees Report estimates that the OASDI Trust Funds witll
be exhausted in 2037. President Clinton, Members of Congress, diffcrent commisstons 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
information it nceded to understand the essentials of the program, so they could participate in the
discussion of how best to strengthen Social Security for the future. Social Security provided
informational materials and analyses to help promote the discussions.”

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

¥ For SSA progran: statistics during the Clinton Administration, see SSA™s Annual Statistics Supplement.
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ExniBiT 1

EXAMPLES OF OPTIONS FROM THE
SOCIAL SECURITY ADVISORY BOARD

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

Savings as a % of Social
Options % of Security
Taxable Deficit
payrou 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
Increasc the number of years used to calculate benefits for 0.25% 13%
retirces 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% 19%
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%
retircment age to 67 by 2011
Increase the normal retirement age to 67 by 2011, then 0.52% 27%
index (normal retirement age=69 by 2059 and continues to
rise)
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Savings as a % of Social
Options %o of Sccun‘ty
Taxable Deficit
Pa)’!’(}“ Resolved
[ncrease Revenues
Raise payroll tax rates {for employees and employers 1.96% 104%
combined) by 2,0 percentage peints in 2001
Cover all newly-hired State and local government 0.21% 1%
employces, beginning in 2002
Make 90% of earnings subject to payroll tax (3145800 0.64% 34%
maxinun in 2003}, with increase phased in 2001-2003
Other Options

fnvest 40% of Trust Funds ia stocks over 15 years, phased 1.02% 54%

in beginning in 2001

Transfer money from Federal budget surplus (general
revenuel 1o offsef the QASDI Trust Fund deficit

Impact would depend on the
amaunt transferred.

Use 2 poertion of the payroll tax {(e.g., 2% or 5%) to provide
mandatery individual accounts,

Impact would depend on the
portion of payrell taxes carved out,
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