
Appendix A 

Definition of Social Insurance Developed by the 
Committee on Social Insurance Terminology of the 
Commission on Insurance Terminology of the American 
Risk and Insurance Association 1 

A device for the pooling of risks by their transfer to an organization, 
usually governmental, that is required by law to provide pecuniary 
or service benefits to or on behalf of covered persons upon the oc­
currence of certain predesignated losses under all of the following 
conditions: 

1. Coverage is compulsory by law in virtually all instances. 
2. Except during a transition period following its introduction, eli­

gibility for benefits is derived, in fact or in effect, from contri­
butions having been made to the program by or in respect of the 
claimant or the person as to whom the claimant is a dependent; 
there is no requirement that the individual demonstrate inade­
quate financial resources, although a dependency status may 
need to be established. 

3. The method for determining the benefits is prescribed by law. 
4. The benefits for any individual are not usually directly related 

to contributions made by or in respect of him but instead usually 
redistribute income to favor certain groups such as those with 
low former wages or a large number of dependents. 

5. There is a definite plan for financing the benefits that is de­
signed to be adequate in terms of long-range considerations. 

6. The cost is borne primarily by contributions which are usually 
made by covered persons, their employers, or both. 

7. The plan is administered or at least supervised by the gov­
ernment. 

8. The plan is not established by the government solely for its pres­
ent or former employees. 

1. As published in Robert W. Osler and John S. Bickley, eds., Glossary of Insurance 
Terms (Santa Monica, Calif.: Insurors Press, Inc., 1972). 



AppendixB 

Views on Individual Equity and Social Adequacy 1 

Because of its voluntary nature, then, private insurance must be built 
on principles which assure the greatest practicable degree of equity 
between the various classes insured. Not only would the very nature 
of the case make it basically unfair to have one homogeneous group of 
insured designedly pay for part of the costs of providing insurance for 
another group for which the actuarial measure of the risk is quite dif­
ferent, but such a practice would lead to a cessation of insurance soon 
after the former group came to understand that it could save money 
by being treated as an independent, financially self-contained unit. 

Social insurance, on the other hand, is of vastly different character 
and is generally assigned a considerably different function. It aims 
primarily at providing society with some protection against one or 
more major hazards which are sufficiently widespread throughout the 
population and far-reaching in effect to become "social" in scope and 
complexion. Usually these risks are not many in number. Yet, if not 
guarded against through some organized means, they produce large 
dependency problems that take their toll in terms not only of financial 
but of human values as well. 

Directed against a dependency problem, social insurance isgener­
ally compulsory-not voluntary-giving the individual for whom it is 
intended no choice as to membership. Nor can he as a rule select the 
kind and amount of protection or the price to be paid for it. All this 
is specified in the plan, and little, if any, latitude is left for individual 
treatment. Indeed, social insurance views society as a whole and deals 
with the individual only insofar as he constitutes one small element of 
that whole. Consistent with this philosophy, its first objective in the 
matter of benefits should, therefore, be that those covered by it will, 
so far as possible, be assured of that minimum income which in most 

1. From Reinhard A. Hohaus, "Equity, Adequacy, and Related Factors in Old Age 
Security," Record, American Institute of Actuaries, vol. 37, 1938. 
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cases will prevent their becoming a charge on society. Not until this is 
accomplished should financial resources (whatever, if anything, may 
remain of them) be considered as available to provide individual dif­
ferentiation aiming at equity. 

Private insurance, then, is adapted to the individual's need for, and 
his ability to afford, protection against one or more of a large variety 
of risks. Social insurance, on the other hand, is molded to society's 
need for a minimum of protection against o:ne or more of a limited 
number of recognized social hazards. The minimum may be consid­
ered as that income which society feels is necessary and economically 
practicable for the subsistence of individuals comprising it. These 
payments, it is held, must be met in one form or another anyway, 
and social insurance endeavors to organize the budgeting therefor 
and dispensing thereof through systematic governmental processes. 
Hence, just as considerations of equity of benefits form a natural and 
vital part of operating private insurance, so should considerations of 
adequacy of benefits control the pattern of social insurance. Likewise, 
as private insurance would collapse if it stressed considerations of 
adequacy more than those of equity, so will social insurance fail to 
remain undisturbed if considerations of equity are allowed to pre­
dominate over those of adequacy .... 

The foregoing need not necessarily imply that all considerations of 
equity should be discarded from a social insurance plan; rather, the 
point is that, of the two principles, adequacy is the more essential and 
less dispensible. 
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Presidential Statement upon Signing the Socia. 
Security Act, August 14, 1935 I 

Today a hope of many years' standing is in large part fulfilled. The 
civilization of the past hundred years, with its startling industrial 
changes, has tended more and more to make life insecure. Young 
people have come to wonder what would be their lot when they 
came to old age. The man with ajob has wondered how long the job 
would last. 

This social security measure gives at least some protection to 
30 million of our citizens who will reap direct benefits through un­
employment compensation, through old-age pensions, and through 
increased services for the protection of children and the prevention 
of ill health. 

We can never insure 100 percent of the population against 100 per­
cent of the hazards and vicissitudes of life, but we have tried to frame 
a law which will give some measure of protection to the average citizen 
and to his family against the loss of ajob and against poverty-ridden 
old age. . 

This law, too, represents a cornerstone in a structure which is being 
built but is by no means complete. It is a structure intended to lessen 
the force of possible future depressions. It will act as a protection to 
future administrations against the necessity of going deeply into debt 
to furnish relief to the needy. The law will flatten out the peaks and 
valleys of deflation and of inflation. It is, in short, a law that will take 
care of human needs and at the same time provide for the United 
States an economic structure of vastly greater soundness. 

I congratulate· all of you ladies and gentlemen, all of you in the 
Congress, in the executive departments, and all of you who come 

J. From Public Papers and Addresses of Franklin D. Roosevelt, 1935 (Washington, D.C.: 
U.S. Government Printing Office, 1935). 

. ..... __ ....•.....• _--
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from private life, and I thank you for your splendid efforts in behalf 
of this sound, needed, and patriotic legislation. 

If the Senate and the House of Representatives in this long and 
arduous session had done nothing more than pass this bill, the session 
would be regarded as historic for all time. 
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Reporting and Promulgation Dates Specified by Law 
for the Old~Age, Survivors, and Disability Insurance 
and Medicare Programs 

A. OASDI program 
1. Trustees Report-on or before April 1. 
2. Automatic benefit increase (for December)-on or before 

October 30 to Congress; November 14, publish in Federal 
Register. 

3. Increase of 2'12 percent in CPI since most recent quarter 
which triggered an automatic increase or in which occurred 
an ad hoc increase-within five days of publication of first 
CPI to do so. . 

4. Revised PIA and MFB formulas applicable to cohorts of a 
particular year-on or before preceding October 30.' 

5. Average aimual wage for purposes of indexing earnings rec­
ords of cohorts of a particular year (such average wage being 
for the second preceding year)-on or before preceding 
October 30.' 

6. Automatic increase in earnings base for particular year-on 
or before preceding October 30. 

7. Automatic increase in exempt amount under earnings test­
on or before preceding October 30.' 

8. Earnings required for quarter of coverage for particular 
year-on or before preceding October 3~.' 

B. Medicare program. 
1. HI and SMI Trustees Report-on or before April!. 
2. HI inpatient hospital deductible for particular year-during 

September 1-15. 

1. Although the law specifies a date for these items that is one or two days later, all 
of them can be determined on October 30, because of the date specified for item 6 
whose determination is based on item 5. 
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3. HI voluntary premium rate-during preceding September. 
4. Automatic increase in earnings base for HI for particular 

year-on or before preceding October 30. 
5. SMI premium rate for next calendar year (for years after 

1995)-during preceding September. 
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Funding Ratios as OASDI and Medicare . 
Triggering Devices 1 

The provisions involving triggering devices in the OASDI and HI 
programs as a result of the 1983 Act are as follows: 

1. Prohibition against making interfund loans between the OASDI 
Trust Funds and the HI Trust Fund (possible only through 
1987) when the balance in the lending fund was relatively low. 

2. Mandatory repayment to the HI Trust Fund of any outstanding 
loans held by the OASDI Trust Funds (which must have been 
done-and was done-by 1990) when their balances were rela­
tively sizable-and vice versa. 

3. Submission of reports by the Boards of Trustees of the OASI, 
DI, HI, and SMI Trust Funds whenever any of their fund bal­
ances are too low; in such cases, the Trustees are to recommend 
statutory remedies and to specify the extent to which benefits 
must be reduced or payroll taxes increased, or both. 

4. Basing the automatic cost-of-living adjustment for OASDI bene­
fits for December of a particular year on the lower of (a) the 
increase in wages (from the second preceding calendar year to 
the preceding calendar year) or (b) the CPI increase (from the 
third quarter of the preceding year to the third quarter of the 
current year) whenever the trust-fund ratio is low. 

In all instances, the triggering is based on trust-fund ratios that, in 
general, relate annual outgo to the trust-fund balance. In practice, 
the triggering mechanism is slightly different for each of the four pro­
visions. Table E-I lists their pertinent features for OASDI; Table E-2 
lists these for the two Medicare funds. 

I. This material, in slightly different form, was contained in an article by the author 
in The Actuary (the newsletter of the Society of Actuaries), March 1984. 



TABLE E.l. Characteristics and Operation of Prescribed OASDI Trust-Fund Ratios 

Purpose of Fund Ratio 

Triggering of 
Prohibition Mandatory "Lesser of 
against Making Repayment of Report on Fund Wage or Price 
Loans to HI LoanfromHI Balance Being Increases" for 

Item Trust Fund Trust Fund Inadequate COLA * 
Defined nan;te OASDI trust- OASDI trust- Balance ratio OASDI trust-

in Social fund ratio fund ratio fund ratio 
Security Act 

Section of act Sec. 1817(j)(5) Sec.20 1(1)(3)(B) Sec.709 Sec.215(i)( I )(F) 
Periodicity Monthly End of year Beginning of Beginning of 

year year 
Fund balance Total assets, Total assets Total assets, Total assets, 

minus loans minus loans plus 
from HI from HI advance tax 
Trust Fund Trust Fund* transfers for 
(as of end January, 
of second minus loans 
preceding from HI 
month) Trust Fund t 

Outgo base 12 times Estimated Same as Same as 
estimated total outgo preceding preceding 
outgo for in next year column column 
month (including 
·(including RR 
RR transfer), 
transfer), minus loan 
minus loan repayments 
repayments, and interest 
minus any thereon, 
interfund mmusany 
transfer interfund 

transfer 
Trigger point 10% 15% 20% 15.0% for 

(fund 1984-88 
balance as COLAs; 
percentage 20.0% 
of outgo thereafter 
base) 

* Also applies to triggering of the catch-up provision which occurs when the trust-fund ratio 
exceeds 32.0 percent. 

tFor the December 1984 COLA only, estimated assets at end of the year, plus advance tax 
transfers for January 1985, are used (rather than actual assets at beginning ofthe year, as is done 
for all later years), and the loans from the HI Trust Fund are not subtracted out. Note that this 
determination is to be made in late September or October of each year (i.e., after the CPI for 
the third quarter is known); by then, the "actual" fund balance will be known (except for the 
December 1984 determination, for which a good estimate of the balance on December 31, 1984, 
can be made), while the year's outgo can be quite accurately estimated. 

+ Presumably, advance tax transfers for January and income-tax-on-benefits transfers for 
January-March will also be included. 

Descriptive notes for this table are printed below Table E:2. 
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TABLE E.2. Characteristics and Operation of Prescribed Medicare 
Trust-Fund Ratios 

________ P_u---'rp~a_se.of !'u.n_d_R_a_tz_·o _______ _ 

Item 

Defined name 
in Social 
Security Act 

Section of act 
Periodicity 

Fund balance 

Outgo base 

Trigger point 
(fund 
balance as 
percentage 
of outgo 
base) 

Prohibition against 
HI Trust Fund 
Making Loans to 
OASDI Trust 
Funds 

HI Trust Fund 
ratio 

Sec.20 I( 1)(5)(B) 
Monthly 

Total assets, 
minus loans 
from OASDI 
Trust Funds 
(as of end 
of second 
preceding 
month) 

12 times 
estimated 
outgo for 
month 
(including 
RR transfer), 
minus 
repayment of 
loans and 
interest 
thereon 

10% 

Mandatory 
Repayment of Loan 
from OASDI Trust 
Funds 

HI Trust Fund 
ratio 

Sec.I817(j)(3) 
End of year 

Total assets 

Estimated total 
outgo in next 
year (including 
RR transfer), 
mmus 
repayment 
of loans 

15% 

Report on ~Fund 
Balance Being 
Inadequ.a~_* __ _ 

Balance ratio 

Sec.709 
Beginning of 

year 
Total assets, 

minus loans 
fromOASDI 
Trust Funds t 

Same as 
preceding 
column 

20% 

*Applies to both HI and SMI Trust Funds. 
tpresumably, advance tax transfers for January will also be included. 
Notes applicable to both Table E.l and Table E.2: 

1. All references to fund balance and outgo in Table E.l are for the OASI and DI 
Trust Funds combined. 
2. All references to years are to calendar years. 
3. "Loans" include principal and any accrued interest 
4. "Total assets" includes loans to other trust funds, and also proceeds of loans 
from other trust funds. 
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5. "RR Transfer" refers to payment to the Railroad Retirement Account under the 
applicable financial-interchange provisions (payments in the opposite direction 
during the period being subtracted, but not so as to reduce the results below zero, 
and with the OASDI Trust Funds being considered as a single fund). 
6. "lntcrfund transfer" in Table E.1 means transfer, in either direction, between 
the GASI and DI Trust Funds. 
7. "Advance tax transfers" (Table E.l) means transfer to the OASDI Trust Funds 
of estimated payroll taxes to be collected in that month from the self-employed 
and from all employers (and employees) other than state and local governments 
until 1987 (not applicable to HI at any time and to OASDI after 1990). 
8. "Incomc-tax-on-benefits" transfers Cfable E.l) means transfer to the OASDI 
Trust Funds, at the beginning of each quarter, of estimated accrued income taxes 
on benefits to be paid in that quarter. 



AppendixF 

Summary of Recommendations of the Social Security 
Technical Panel to the 1991 Advisory Council on 
Social Security 1 

EVALUATION OF TRUST FUND SOUNDNESS AND PRESENTATION 

OF RESULTS 

Seventy-five years is an appropriate period over which to evaluate the 
soundness of the system. 

A contingency reserve equal to at least 100 percent of annual expen­
ditures should be built and maintained throughout the 75-year pro­
jection period. 

A summary measure of actuarial balance should continue to be used 
and should: 

• Continue to be based on the present-value method of summarizing 
income and cost rates; and 

• Be modified to include the cost of building and maintaining a 
contingency reserve equal to 100 percent of annual expenditures 
throughout the projection period. 

The Panel recommends that the Trustees Report highlight four ad­
ditional measures of the system's financial well-being: 

• The year in which the trust funds are projected to exhaust their 
reserves, as well as the first year in which the reserves fall below a 
fund ratio of 50 percent. 

· The amount of any tax or benefit changes needed to bring the 
system back into long-range actuarial balance. 

• The amount of transfers to and from federal general revenues 
needed as special Treasury obligations are purchased and redeemed. 

1. From The Social Security Technical Panel Repon to the 1991 Advisory Council on Social 
Security, The Council, Washington D.C., August 17, 1990. 
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• The size of any difference between the cost rate and the income 
rate in the 75th year of the projection period, which is a measure 
of ultimate balance in the system. 

A short-range test of the soundness of the OASDI system is necessary. 
The Panel ~ecommends a test that applies to the first 10 years of the 
projection period and indicates whether the system: 

• Has a contingency reserve or fund ratio at the beginning of each 
year of more than 50 percent, or 

• Is projected to achieve a fund ratio of more than 50 percent within 
5 years and remain at or above that level, and 

• Has revenues sufficient to pay benefits in each month at the begin­
ning of that month. 

A long-range test of trust fund solvency is also needed. It should 
cover the 75-year projection period and should: 

• Summarize actuarial balances for all valuation periods up to 75 
years including both the beginning trust fund balance and the cost 
of building and maintaining a contingency reserve equal to 100 per­
cent of annual expenditures throughout the 75-year period. 

• Apply a tolerance level for an actuarial deficit of 5 percent of the 
summarized cost rate over the full 75-year period and grading uni­
formly to zero at the beginning of the first projection period. 

• Use a present-value calculation. 

The projection set now labeled "alternative II-A" that is based on fed­
eral budget assumptions should be eliminated and the remaining three 
sets should be labeled "low cost," "best estimate," and "high cost." 

ASSUMPTIONS 

The Panel recommends that the ultimate best-estimate (II-B) real 
wage growth assumption be decreased from 1.3 to 1.0 percent and 
that the low- and high-cost projection assumptions be set at 0.4 and 
1.6 percent, respectively. [Author'S note: the latter two figures should 
be reversed.] 

The Panel recommends an increase in the ultimate best-estimate 
(II-B) inflation rate from 4.0 to 5.0 percent and increases in the low­
and high-cost assumptions to 3.0 and 7.0 percent, respectively. 

The Panel recommends an increase in the ultimate best-estimate 
(II-B) real interest rate assumption from 2.0 to 2.8 percent and an 
increase in the low-costTate from 3.0 to 3.3 percent. The Panel rec­
ommends no change in the high-cost assumption of 1.5 percent. 
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The Panel makes no suggestions for changing the level of the mortal­
ity assumptions. It does, however, suggest an assumption of continued 
increase for several years beyond 1990 in deaths from the Acquired 
Immune Deficiency Syndrome (AIDS) in the low-cost projections. 

The Panel recognizes the uncertainty of future fertility trends. A 
majority of the Panel considers the ultimate total fertility rate of 1.9 
as appropriate for the best-estimate assumption, but would also con­
sider 1.8 reasonable. The Panel recommends that the ultimate fer­
tility rate for the high-cost -projection be reduced from 1.6 to 1.4, in 
light of current experience of certain developed countries. 

The Panel recommends a net increase of 150,000 in the number of 
immigrants assumed in the low-cost projections. 

The Panel suggests that consideration be given to using separate 
first marriage and remarriage rates. 

The Panel makes no recommendation for changing the present re­
tirement rate assumptions. 

The Panel makes no recommendation for changing the present dis­
ability assumptions. 

PROJECTION METHODOLOGY 

The Panel recommends that additional resources be allocated to an 
indepth analysis of the projection methodology. 

OTHER POLICY ISSUES 

Because of the complexity inherent in the OASDI system of taxes and 
benefits, changes in that system generally should be considered pri­
marily on their own merit, rather than in the context of short-range 
budget debates. 

The current investment policy for the OASI and DI trust funds 
seems reasonable. 

The current statutory basis for an actuarial opinion should be con­
tinued and the statement of opinion should remain in the Trustees 
Report. 

The automatic stabilizer in current law is of limited effectiveness. 
Further analysis of the role of stabilizers should be done. 

A group with appropriate expertise should be convened to review 
technical and communications issues related to SSA's Personal Earn­
ings and Benefit Estimate Statements. 

SSA should explore ways to communicate financj,al information 
about the system to the general public in a more understandable way. 

A new technical panel should be convened within the next 4 to 8 
years. 

..-.---.-.--.. -.. -.-- ... -.~-.. ~-... ~---.-~".~-----------
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Summary of Recommendations of the Health Technical 
Panel to the 1991 Advisory Council on Social Securityl 

Measures of the Financial Status of Medicare 

HOSPITAL INSURANCE 

The Panel recommends a test of the short-run soundness of HI that 
requires a 100 percent trust fund ratio throughout the first 10 years 
of the projection period. 

The Panel believes a test of long-range balance similar tp that recom­
mended for OASDI could usefully be applied to HI, particularly at a 
time when the HI system is closer to being in balance than it is now. 

The Panel concludes that both the present value method and the 
HI method of calculating the HI actuarial balance have value and 
should be reported. It further concludes that the controversy over the 
methods used to calculate the actuarial balance has deHected attention 
away from the far more important issue; namely, how to deal with the 
huge long-range financial deficit in HI. 

The Panel recommends that the Trustees Report clearly portray the 
magnitude of the imbalance in the HI program over the 75-year pe­
riod by showing the projected deficit as a percent of the projected cost. 

The Panel believes that the following measures should be high­
lighted for HI. 

1. The year in which the trust funds are projected to exhaust their 
reserves, as well as the first year in which the reserves fall below 
a fund ratio of 100 percent. 

2. The size of any difference between the cost rate and the income 
rate in the 75th year of the projection period, which is a measure 
of ultimate imbalance in the system. 

3. The amount of any tax or benefit changes needed to balance 
income and outgo over the long-range period. 

1. From the Report to the 1991 Advisory Council un Sucial Security IlnMediwre Pmjections 
by the Health Technical Panel, The Council, Washington, D.C., March 1991. 
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SUPPLEMENTARY MEDICAL INSURANCE 

The Panel recommends that the following specific measure of SMI 
costs be portrayed over the long-term period. 

1. Total SMI costs as a percent of gross national product (GNP) and 
as a percent of HI taxable payrolL 

2. SMI premiums as a share of the average OASDI benefit paid to 
the elderly. ' 

3. SMI costs net of estimated premium income as a share of GNP 
and as a share of HI taxable payroll. 

MEASURES FOR HI AND SMI COMBINED 

The Panel recommends that: 

• the HI Trustees Report include projections of the combined costs 
of HI and SMI over the 75-year projection period; and 

• the OASDI Trustees Report supplement projections of OASDI and 
HI as a percent of GNP, with projections of OASDI, HI, and SMI 
as a share of GNP over the 75-year period. 
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Presidential Statement upon Signing the Social 
Security Amendments of 1983, April 20, 1983] 

But it is especially fitting that so many of us from so many different 
backgrounds, young and old, the working and the retired, Democrat 
and Republican, should come together for the signing of this landmark 
legislation. This bill demonstrates for all time our nation's ironclad 
commitment to Social Security. It assures the elderly that America will 
always keep the promises made in troubled times a half a century ago. 
It assures those who are still working that they, too, have a pact with 
the future. From this day forward, they have our pledge that they will 
get their fair share of benefits when they retire. 

And this bill assures us of one more thing that is equally important. 
It's a clear and dramatic demonstration that our system can still work 
when men and women of good will join together to make it work. 

] ust a few months ago, there was legitimate alarm that Social Secu­
rity would soon run out of money. On both sides of the political aisle, 
there were dark suspicions that opponents from the other party were 
more interested in playing politics than in solving the problem. 

But in the eleventh hour, a distinguished bipartisan commission 
appointed by House Speaker O'Neill, by Senate Majority Leader Baker 
and by me began to find a solution that could be enacted into law. 
Political leaders of both parties set aside their passions and joined in 
that· search. The result of these labors in the Commission and the 
Congress are now before us, ready to be signed into law, a monument 
to the spirit of compassion and commitment that unites us as a people. 

Today, all of us can look each other square in the eye and say, "We 
kept our promises. We promised that' we would protect the financial 
integrity of Social Security. We have. We promised that we would pro­
tect beneficiaries against any loss in current benefits. We have. And 
we promised to attend to the needs of those still working, not only 

1. From Public Papers of the Presidents of the United States: Ronald Reagan, 1983 (Wash­
ington, D.C.: U.S. Government Printing Office, 1984). 
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those Americans nearing retirement, but young people just entering 
the labor force. And we've done that, too." 

None of us here today would pretend that this bill is perfect. Each 
of us had to compromise one way or another. But the essence of bi­
partisanship is to give up a little in order to get a lot. And, my fellow 
Americans, I think we've gotten a very great deal. 

A tumultuous debate about Social Security has raged for more than 
two decades in this country; but there has been one point that has 
won universal agreement: The Social Security system must be pre­
served. And rescuing the system has meant reexamining its original 
intent, purposes and practical limits. 

The amendments embodied in this legislation recognize that Social 
Security cannot do as much for us as we might have hoped when the 
trust funds were overflowing. Time and again, benefits were in­
creased far beyond the taxes and wages that were supposed to sup­
port them. In this compromise we have struck the best possible 
balance between the taxes we pay and the benefits paid back. Any 
more in taxes would be an unfair burden on working Americans and 
could seriously weaken our economy. Any less would threaten the 
commitment already made to this generation of retirees and to their 
children. 

We're entering an age when average Americans will live longer and 
live more productive lives. And these amendments adjust to that 
progress. 

The changes in this legislation will allow Social Security to age as 
gracefully as all of us hope to do ourselves, without becoming an over­
whelming burden on generations still to come. So today we see an 
issue that once divided and frightened so many people now uniting 
us. Our elderly need no longer fear that the checks they depend on 
will be stopped or reduced. These amendments protect them. Ameri­
cans of middle age need no longer worry whether their career-long 
investment will payoff. These amendments guarantee it. And younger 
people can feel confident that Social Security will still be around when 
they need it to cushion their retirement. 

These amendments reaffirm the commitment of our government 
to the performance and stability of Social Security. It was nearly 
50 years ago when, under the leadership of Franklin Delano Rosevelt, 
the American people reached a great turning point, setting up the 
Social Security System. FDR spoke then of an era of startling indus­
trial changes that tended more and more to make life insecure. It was 

- his belief that the System can furnish only a base upon which each 
one of our citizens may build his individual security through his own 
individual efforts. Today we reaffirm Franklin Roosevelt's commit-
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ment that Social Security must always provide a secure and stable base 
so that older Americans may live in dignity. 

And now before I sign this legislation, may I pause for a moment 
and recognize just a few of the people here who have done so much 
to make this moment possible. There are so many deserving people 
here today-leaders of the Congress, all members of the Ways and 
Means and Finance Committees, and members of the Commission, 
up in front here, but it would be impossible to recognize them all. 
But, first, can I ask members of the Commission to stand so that we 
can recognize them and their Chairman, Alan Greenspan. 
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deductible~, 550, 613, 614, 620, 621, 

631,636,641,695-97 
drugs, in-hospital, 549 
drugs, maintenance, 609,640,641, 

689 
end-stage renal disease. See renal 

disease 
exclusions, 540, 549 
extended care facility. See skilled 

nursing facility 
foreign services, 548, 611, 617,620 
home health services, 555,598,601, 

603,604,617,618,620,642,748, 
749 

hospice services, 556, 622, 627, 631, 
"633 

hospital services, 549 
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blanketing-in, 544 
compulsory, 542, 545, 631, 633 
disabled; 543, 547, 605,609,611, 
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Low-income tax credits, 507 
Luxembourg, 45 

M 

Maintenance drugs, coverage under 
Medicare. See HI, benefits, drugs, 
maintenance 

Malta, 148 
Mandatory coverage, need for, 16 
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AIM~ formula, 75,186, 197,249, 

301 
amounts, 57,247,741-45 
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295,297,302,308,319,320,323, 
348,365,370,391,467 
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blanketing-in, 64, 156,241,482 
changes in level, 463-68 
child-care years, 71, 308 
COLA. See automatic adjustment 
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186-204 
computation, 67, 162, 170,173,199,' 

369 
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decoupling, Ill, 189,295,320-33, 
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d~d-retirement credit, 50, 98, 
l~.g 307,319,357 

deli~alizations,229,465,477 
disability definitions, 54,146,241, 

297,302,303,368,369,483 
disability freeze, 67,239 
disability, Megacap, 368 
divorced spouses, 240, 245 
double-decker plan, 303,458,527 
double indexing, 351 

drop-out years, 69, 257, 302 
dual, 64, 65 
early-retirement reductions, 50, 59, 

61,154,239,240,369,744 
earnings, relation to, 76 
earnings base, 74, 136,214,290, 

469,495 
earnings sharing, 302,310 

".earnings test, 28, 47, 121, 153,211, 
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eligibility conditions, 159 
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252,308,369 
. formula, 75, 165, 173,247,301,343, 
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government-pension offset. See pub-
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grandchildren, 59, 243 
husbands, 58,238,244,340 
illustrative, 82,98, 186 
income taxation, 146,278,302,310, 

322,498 
insured status, 47,66,268 
limitations, 65 
lump-sum death, 27, 64, 98, 245, 

256,302,368,467 
maximum. See family maximum 
minimum, regular, 81, 90, 236, 252, 

297,368 
minimum, special, 87, 236, 252, 302, 

308, 310 
new-start formula, reason for, 257 
noncovered-pension offset, 52,3:20 
normal retirement age. See retire-

mentage 
notch problem, 189, 195,306 
old-start formula, 68, 173 
primary insurance amount, 67, 165, 

170,173,186,247 
prisoners' restrictions, 121,260,667 
public-pension offsets, 52, 118, 236, 

320,335 
recomputation, 52, 59 
replacement rates, gross, 76,94, 

107,361-65 
replacement rates, net, 205 
reporting dates, 882 
Republican 1977 alternative bill, 

477,486,525 
retirement age, 50, 57,59,61, 154, 
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310,313,316,319,341,475,518 

retroactivity, 53, 368 
round-up. See recomputation 
savings, effect on, 515 . 
special age-72, 64, 156,241 
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pension offsets 
student, 58, 240, 244,308,368,486 
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total since inception, 756 
totalization agreements, 226 
transitionaL See special age-72 
transitional guarantee, 68,170, 186 
treason, effect of, 66 
when paid, 129, 159 
widow's benefits, special computa­

tion, 88, 245, 308 
windfall, 28, 41, 116,235,236,258, 

300,308,335,369 
Workers' Compensation offset, 54, 114 

blanketing-in. See benefits, blanketing-
In 

blind, special provisions, 54, i27, 483 
Board of Trustees, 145,323 
budget, effect on, 141,245,304,309, 

324,407,564 
child-care credits, 71, 303,526 
constitutionality, 13 
contribution rates_ See financing, tax 

rates 
cost estimates. See actuarial cost 

estimates 
cost relative to private insurance costs, 11 
coupling, benefits, 162, 258, 349 
coverage 

abroad, 43,233, 318 
Amish, 36, 237 
blanketing-in, 64, 156, 241,482 
bonuses, 223 
deferredcompensation, 216, 237, 319 
developments, 232-38,300,307, 

310,318,739 
domestic workers, 42, 233, 479, 504 
earnings, 46, 216 
employer payment of tax, 223, 300, 

306,503 . 
exclusions, 33, 46 
family employment, 482 
farm workers, 42, 233, 237, 300, 479 
farmers, 35, 233 
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federal government, 40, 233, 235, 
237,300,307,310,318,479,621 

foreign governments, 42, 234 
fringe benefits, 216,319 
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international agreements, 44, 237 
life insurance agents, 37, 152, 217 
military service, 40, 45, 233, 234, 322 
ministers, 36, 233, 234 
newsboys, 37 ' 
Noncash remuneration, 216 
Nonqualified pensions, 221 
nonprofit organizations, 37, 233, 

236,237,307,318,334,437 
physicians, 234 
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salary-reduction plans, 225 
self-employed, 34, 232-34 
sick pay, 218, 306, 369 
silent partners, 34 
special payments, 216 
stock options, 223 
state and local government employ­

ees, 38, 233,234,235,237,238, 
300,307,310,318,332-40,480 

statistics, 33, 739-41 
tips, 43, 234, 238, 300 
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vow of poverty, 36, 86, 235 
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current-cost financing, 29, 30 
decouplirig of benefits, Ill, 189,250, 

349-61,465,466 
delayed-retirement credits. See bene­

fits, delayed-retirement credit 
director fees, 35, 220 
disability, definition, 54, 146,241,297, 

302,303,368,369,483 
double-decker basis, 303, 458, 527 
earnings base. See financing, earnings 

base 
earnings test. See benefits, earnings test 
earnings-sharing proposals, 302, 310, 

, 325, 524-28 
eligibility conditions. See beneficiaries, 

qualifying definitions; benefits, in­
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employer payment of 
employee tax, 223, 300, 306,504 
fringe benefits, 216-26 
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120,244,268,296,313,319,340, 
482,484,486,524 

financing, -129,396-401 
actuarial status, 136,379,393,402, 

422,882,884 
advance tax transfers, 140,321 
balance ratio, 145 
congressional responsibility, 401 
contingency fund ratio, 145 
contribution rates. See tax rates 
current-cost basis, 29, 30, 304, 385, 

390,488-93 
determination of tax schedule, 450 
earnings base, 136,215,290,299, 

309,366,469,495 
fail-safe mechanism, 323, 469 
firewall, legislative, 141 
fully-funded basis, 29, 380-84 
fund rations. See actuarial status 
government subsidy, 29, 295,298, 

299,306,321,322,495-98,508 
interfund borrowing, 138,306,309, 

310,323,370,623,624,882,884 
investments, 142, 305, 323, 409, 45 J , 

756 
loans from General Fund, 140,300, 

306,309,310,322 
military service credits, 45, 322 
normalized tax transfers. See ad­

vance tax transfers 
original 1935 basis, 385 -
pay-as-you-go financing_ See current­
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RRfinancial interchange, 33,412, 

651,842,845,873 -
self-employed tax rates. See self­

employed, tax basis 
self-supporting principle, 29, 283, 

315 
stabilizing devices. See stabilizing 

methods 
tax rates, 29, 130, 138, 280, 298, 

308,310,313,317,320,487-95 
tax rates, allocation to DI, 130,288, 

323 
tax rates, automatic adjustment, 370, 

488 
value-added tax, 303 

future development, 457-500 
government subsidy or contribution, 

29,320,321 
history, 229-332 
income taxation of benefits. See bene­

fits, income taxation 
independent agency, 309,324 
indexing of earnings record, 71, 177, 

353 
individual-equity analysis, 27, 335, 

528-34 
insured status-. See benefits, insured 

status 
interfund borrowing. See financing, 

interfund borrowing 
international agreements, 44, 237 
investment of assets. See financing, 

investments 
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Japanese-internee wage credits, 46, 235 
legislative procedures, 328, 395 
life insurance agents. See coverage, life 

insurance agents 
life insurance amounts, 682 
military-service wage credits, 45 
money's worth analyses, 335,512,528 
money-back guarantee, 27, 229, 245, 253 
normal retirement age. See benefits, 

retirement age 
opinion surveys, 459 
pay-as-you-go financing. See financing, 

current-cost basis 
promulgation dates, 882 
public pension offsets. See benefits, 

public pension offsets 
quarter of coverage, 47, 270, 307 
Railroad Retirement 

coordination, 33, 233, 412, 843, 845, 
860 

financial interchange, 412, 843, 845, 
860 

Reagan administration proposals, 367 
rehabilitation, 56, 242 
replacement rates. See benefits, re-

placement rates 
retirement age. See benefits, retire­

ment age 
retirement test. See benefits, earnings 

test 
self-employed, tax basis, 31, 134,283, 

285,297,321 
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sick pay, coverage of. See coverage, sick 

pay 
stabilizing methods, 103, 308, 320,468 
statistics, 739-45, 753-54, 756 
tax rates. See financing, tax rates 
taxable earnings base. See financing, 

earnings base taxation of benefits; 
benefits, income taxation 

taxes, incidence, 500-504 
taxes, regressivity, 504-8 
taxes as compared with income taxes, 

517 
tips. See coverage, tips 
totalization agreements, 44, 226, 237 
trust funds, 399, 722-35, 753-54 
VI coordination, 826 
uncashed checks, 322 
unfunded accrued liability, 380, 422, 

509 
unified budget, effect on, 140, 309, 

324,407 
universal coverage. See coverage 
vocational rehabilitation, 55 . 
windfall benefits. See benefits, windfall 
women, treatment of. See equal treat-

ment of men and women 
workers' compensation offset. See 

benefits, Workers' Compensation 
offset 

working spouse's benefits, 525 
OASDI cost estimates. See Actuarial cost 

estimates; OASDI, actuarial cost 
estimates 

Old-Age Assistance 
federal-state program, 798, 819-23, 

826-32 
OASDI concurrent recipients, 816-23 
statistics, S03-4, S16-23 

Old-Age Reserve Account, 409 
Old-Age, Survivors, and Disability Insur-

ance. See OASDI 
Ontario Pensions Benefits Act, 9 
Open-end group funding, 420-27 
Opinion surveys, 459, 699 

p 

Pay-as-you-go financing. See OASDI, 
financing, current-cost basis 
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Physical examinations, Medicare. See 

SMI, benefits, physical 
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Physical therapy. See SMI, benefits, 
physical therapy 

Physician cost trends, 752 
Physician reimbursement, Medicare, 580, 

632 
Portugal, 45 
Poverty, definition, 19 
Prescription drugs, Medicare. See HI, 

benefits, drugs; SMI, benefits, 
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121,260 
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Professional Standards Review Organiza­
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Promulgation dates, OASDI and Medi­
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Psychiatric benefits, Medicare. See HI, 
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development, 826-32 
early provisions, 823 
federal matching formulas, S08, 814, 

828-32 
federal-state program; 798, 826 
financing, 80S, 814, 828-32 
medical care. See Medicaid; Medical 

Assistance for the Aged 
medical vendor payments, 809, 

829-32 
Medicare coordination, 812 
OASDI concurrent receipt, 819-23 
relationship with social insurance, 816 
residence requirements, 799, 827 
statistics, 803-4,810,814,819-23 
Supplemental Security Income, 7, 799, 

805,816-23 
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Public opinion surveys, 459, 698 
Puerto Rico, 43, 158,233, 542,575,746, 

799,826 

Q 

Qualified Medicare Beneficiary, 628, 812 

R 

RR (Railroad Retirement system) 
actuarial status, 866-68 
benefits, 836-42,846,851-60 

automatic-adjustment provisions, 
855,857,860 

disability, 838 
formulas, 839-42 
income taxation, 848, 861 
return of contributions, 836-37, 

842 
Social Security minimum guarantee, 

840,857 
supplemental annuities, 846-48 

Commission on Railroad Retirement 
Reform, 848 

contributions. See financing, taxes 
coverage, 33, 836 
enactment, 835 
financing, 842-46, 868-73 

earnings base, 844, 868 
financial interchange, 33,412,651, 

842,845,873 
government subsidy, 29-30, 497, 

842,844,872 
investments, 842,861,871 
subdivision of costs, 651, 668 
taxes, 842-44, 860, 869-71 
valuations, 422, 866 

income taxation of benefits, 844, 862 
Medicare coverage, 542,570,870 
OASDI, relationship, 33, 233,412, 

843,845,860 
private pension plans, 834, 846 
Railroad Unemployment Insurance, 

relation with, 845, 846, 861 
statistics, 789-92 
supplemental annuities, 846,852 
tax incidence, 503, 870 

vested dual benefits, 497, 840, 844, 
845,854,857,872 

Railroad Retirement Account; see RR, 
financing 

Railroad Retirement system; see RR 
Regressivity, taxes, 504 
Renal disease benefits. See HI benefits, 

renal disease; SMI benefits, renal 
disease 

Replacement rates, OASDI. See OASDI, 
benefits, replacement rates 

Republican Alternative Bill of 1977, 477, 
486,525 

Reserve financing, 375-85 
Residence requirement, public assistance, 

799,827 
Retirement ages, OASDI. See OASDI, 

benefits, retirement age 
Retirement test, OASDI. See OASDI, 

benefits, earnings test 
Rhode Island, catastrophic health insur­

ance, 719 
Romania, 148 

s 

Savings, effect of OASDI, 515 
School-attendance benefits, OASDL See 

OASDI, benefits, student 
Self-employed OASDI-HI tax rate. See 

OASDI, self-employed, tax basis 
Self-supporting financing principle, 29, 

372-75, 385~93, 647 
Short-range programs, cost estimates. See 

Actuarial cost estimates 
Skilled nursing facilities. See HI, benefits, 

skilled nursing benefits 
8MI (Supplementary Medical Insurance) 

actuarial cost estimates, 675 
actuarial status, 666, 882 
adequate actuarial rates, 653-63, 679~84 
administration, 586,631,632,668 
administrative costs, 680 
advisory councils, 609, 615, 618, 623, 633 
assignment procedures, 577, 623, 632, 

692,750 
basic principles, 538 
beneficiaries, 542,620,624,640,641, 

642, 686, 745-750 
disabled, 543,547,605,609,611, 

617,618,619,622,624,686,734, 
742,743 

unemployed, 687 
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ambulance, 573 
ambulatory surgical center, 576, 632 
appliances, 573 
blood-clotting factors, 573, 623 
blood deductible, 551, 573 

,carryover deductible, 613, 621 
catastrophic cap, 613, 614,619, 624 

626,687,689-91 
chiropractors, 573,612,639 
chronic kidney disease. See renal 

disease 
coinsurance, 575, 612,615,695-97 
deductibles, 575,612,615,625,628, 

633,690,695-97,749 
dental care, 573,616 
durable equipment, 573, 613 
drugs, 573, 574,607,628,640,689, 

690 
end-stage renal disease. See renal 

disease 
exclusions, 540,574,688-91 
eye glasses, 540, 574, 631 
Federally Qualified Health Centers, 

576 
foreign services, 575,611,617 
hepatitis-B vaccine, 573, 623 
home health services, 572, 602, 612, 

617,618,620,747-50 
hospice, 556, 622, 631, 633, 752 
mammography, 573, 628, 633 
minimum age, 620, 642 
occupationaltherap~575,63l 
outpatient diagnostic, 607 
outpatient diagnostic laboratory, 

576,623 
pap smears, 573 
pathology and radiology, 549, 601, 

603,605,607,637-40 
physical examinations, 573,574,689 
physical therapy, 575, 607, 618, 639 
pneumococcal vaccine, 573, 576 
podiatrist, 573, 639 
prescription drugs. Set drugs 
psychiatric, 575, 579, 620, 632 
psychologist, 573, 639, 641 
radiology. See pathology and 

radiology 
renal disease, 543, 611 
total since inception, 756 

Board of Trustees, 323, 586 
carriers, 588 
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carryover deductible, 621 
contribution rates. See premium-,rates 
cost estimates. See actuarial cost 

estimates 
coverage 

disabled, 543, 547,605,609,611, 
617,618,619,622,624,632, 
745-48 

enrollment procedures, 570, 618 
persons aged 60-64, 641, 642 
statistics, 745-47 
termination, 571 

drugs, coverage. See benefits, drugs 
eligibility conditions, 570 
enrollment, 570 
exclusions, 574 
financing,584,653-66 

government share, 584, 602, 
653-60,678,694,882 

Guarantee of solvency, 678 
inv~stments, 586, 663, 756 
operating experience, 750, 752, 

755 
premium rates, 584,602,608,612, 

617,625,628,633,653-66, 
679-84 

future development, 686-97 
Health Maintenance Organizations, 

535,705-6 ' 
history, 591-642 
Peer Review-Organizations, 590, 622 
premium rates 

amounts, 584, 602,608,612,617, 
625,628,633,656 

collection,5S6,668 
determination of, 600, 606, 608, 

612,633,653-63,679 
, promulgation procedure, 584, 653, 

664,679.882 
Professional Standards Review Organi-

. zations, 589, 611, 622 
promulgation dates, 882 
public assistance buy-in, 628, 669 
reimbursement of providers, 580-84, 

632,619 
Resource-Based Relative Value Scale, 

583,632 
secondary payor, 540, 618, 622, 623, 

631, 633 
states, experience, 749 
trust fund. 586, 587, 663, 755, 757 
Workers' Compensation exclusion, 540 
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Social adequacy, 10,27, 3D}, 878 
Social assistance, 8 
Social insurance 

compulsory coverage, 17 
definition, 7, 877,878 
versus private insurance, 11,878 
versus welfare, 16 

Social security 
branches, 6 
concept, 5 
cost, 11 
programs, 6 

Spain, 45 
State and local employees 

coverage under OASDI, 38, 233, 237, 
238,307,310,318,332 

Subsidized voluntary insurance, 9 
Substantial gainful activity, OASDI dis­

abled beneficiaries, 55 
Substantial services, OASDI, self­

employed, 124 
Supplemental Security Income, 7, 

799-805 
automatic adjustment, 800 
statistics, 803, 819-23 

Supplementary Medical Insurance. 
See SMI 

Sweden, 45, 419 
Switzerland, 45 

T 

Tax rates 
OASDI, 131-33 
OASDI-HI, 131-33 

Taxability of OASDI and RR benefits, 
146,278,302,310,322,489,848 

Taxes, social insurance, incidence, 
500-504,870 

Tennessee Valley Authority, 39 
Tips, OASDI. See OASDI, coverage, tips 
Totalization agreements, OASDI, 44, 

226,237 
Townsend plan, 9,519,825 

u 

Unemployed, health insurance, ex­
tended,687 

Unified budget, 141,245,304,309,324, 
407,489,564,586.620 

United Kingdom; 8,45,148,419 
Upside-down welfare, 29 
Utilization review, HI, 550,589 

v 

Value-added tax, 303, 460, 498 
Veterans Administration, 540, 747 
Virgin Islands, 43. 158,233,542,575, 

799,826 
Voluntary coverage, Medicare. See HI; 

coverage;SMI,coverage 
Voluntary versus compulsory coverage, 16 
Vow of poverty, OASDI coverage, 36, 86, 

235 

Wage increases, data, 434 
Welfare elements in OASDI and HI, IS, 

510 
Windfall benefits, OASDI. See OASDI, 

benefits, windfall 
Windfall dual benefits, RR. See RR, 

windfall dual benefits 
Workers' Compensation' 

coordination with OASDI, 54,114 
history, 592 

. private insurance versus state funds, 9 

y 

Young persons, money's worth under 
OASDI. See OASDI, money's 
worth analyses 
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