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PART I THE SOCIAL SECURITY PROGRAM 

 
SECTION 1 The Concept of 'Social Security' 
 
SOCIAL SECURITY DEFINED 
Here is the economic definition of social security: A system of government-financed income 
transfers designed to effect a distribution of income considered desirable. The main component 
of most social security systems is welfare benefits, given to those in poverty. It can be done two 
ways: 1.) by identifying groups that are likely to be poor (the unemployed, the elderly, and the 
disabled), and giving benefits to them irrespective of their actual income; 2.) by identifying, 
through some sort of standard, people who are poor.  
 
The Social Security program in the United States is an offshoot of option one above. It is 
officially called the Old-Age, Survivors, Disability, and Health Insurance (OASDHI) program. 
Almost 95 of 100 workers are employed in occupations covered by Social Security. There is 
continued worry that this vast program will eventually run out of money. Still, it keeps on making 
regular payments to millions of Americans and will (hopefully) continue to do so. The political 
and economic fallout from a collapse of Social Security is almost unimaginable. The program 
usually begins payment at age 65, but starts at earlier ages for blind or disabled people. The 
earlier benefits are at a reduced rate. 
 
The idea of social insurance began in the early part of the Industrial Revolution. With 
technological change, the European population shifted from reliance on agricultural economies 
to capital intensive economic systems. People moved from the countryside to the city. This 
caused basic social change: People were no longer self sufficient, they could not live off the 
land. Family members lived far apart, in different cities or in the countryside and could not rely 
on one another other for help. Business cycles caused prolonged periods of economic 
depression unrelated to the natural calamities (flood, fire, famine, etc.) with which the human 
tribe had historically dealt.  
 
These natural phenomena could be suffered through, explained away, or accepted stoically by 
human kind. The new conditions could not. Economic insecurity, distressed conditions, low 
wages and unsanitary living conditions helped lead to the appearance of the socialist 
philosophy. Do not confuse the concept of social insurance and the doctrine of socialism. 
Socialism is a doctrine that seeks to place in the hands of the people, directly or through their 
government, the ownership and control of the principal means of production and distribution.  
 
Leaders of socialist and Marxist movements say their brand of socialism is a step on the road to 
utopia. Lenin taught that eventually the state and then the dictatorship would wither away once 
Capitalism was stamped out. Democratic socialists in the West always described the 
Communist system as neither socialistic nor democratic. It was state capitalism. Neither the 
state nor the dictatorship showed any signs of withering away; rather it was killed off by 
economic stagnation. 
 
Many scholars think that the concept of social insurance was a response to socialism. 
Chancellor Bismarck in Germany was the first to initiate laws concerning social insurance in the 
1880's. The general ideal of social security includes the right to a job, to fair pay, to sufficient 
food and clothing, adequate shelter and medical care, and protection against poverty in old age.  
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As high-minded as these goals may sound, people today have begun to question whether the 
government should be in the business of supplying limited entitlements for which there is an 
unlimited demand. Do such programs create a social safety net? Do they create a new 
aristocracy made up of the poor, the infirmed, the disabled, and the senior citizenry riding on the 
backs of a heavily-taxed working and middle class? 
 
The Great Depression of the 1930's caused a break with past U.S. political philosophy. Previous 
to this time each person, each family, had a duty to take care of its own financial security. The 
shift from farm to city living resulted in economic interdependency. The Social Security Act of 
1935 marked the beginning of society's acceptance of the responsibility of interdependency. 
The government would now accept some of the responsibility for the provision of individual 
economic security. The key word is 'some'. The original concept was that social security was to 
be a floor upon which individuals were to build further economic savings.  
 
Not a Public Assistance Program 
Public assistance, or welfare, is one type of solution to social and economic problems. It is not 
the same thing as social insurance. They are both 'transfer payments' in economic terms. The 
government takes money from one group, the taxpayers, and gives it to another. Insurance 
operates on the principle of transferring money. Dollars are taken from all exposed to a potential 
loss and given to the few who experience the loss. Social insurance is not a public assistance 
program.  
 
In an insurance program, recipients of compensation have paid a price for it. No such payment 
is expected of welfare recipients. People who receive social security benefits do make 
contributions for the benefits they receive, the same as any insurance program. The difference 
is, for low-income groups, social security benefits are disproportionately large relative to their 
contributions. Social security recipients do not need to demonstrate financial need to receive 
benefits. This is another difference between social security and public assistance. The richest 
contributor is entitled to benefits as well as the poorest.   
 
Some aspects of social security resemble a welfare program. The total amount of survivor 
benefits a family receives after the death of the breadwinner is determined by the number of 
dependent children as well as the amount of social security taxes paid. In this case, the greater 
the need, the greater were the benefits. This is an example of groups receiving more than their 
actuarially fair share of the benefits. For the most part, Social Security benefits are paid when 
they are earned regardless of need. Public assistance program's principle (if not the practice) is 
that no benefits are paid when need is lacking. 
 
Not Quite a Private Insurance Program 
There are important differences between a private insurance program and one operated by the 
state; 

• With few exceptions, participation in social security is compulsory. Free choice guides 
decisions on private insurance purchases. 

• Social security benefit levels are predetermined by law. With private insurance it is a 
matter of choice. 

• The tax levying authority of the government backs up the social security program. It 
operates on a self-supporting pay-as-you-go basis. Private insurance must meet 
solvency requirements and be fully funded at all times. A private insurer could be 
liquidated and its liabilities could be met. This type of solvency has never been 
contemplated for the social security program.  
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• Social security benefits can be changed by legislative action. Private insurance 
agreements are contractual in nature and benefit changes require agreement by both 
parties.  

 
A Unique Form of Insurance 
Social security is social insurance administered by the federal government. The major perils 
covered by social security include premature death, disability, outliving income and medical care 
for the elderly. Private insurance protects against the same perils. As with any insurance system 
the costs of the perils are transferred from the few who experience them or all who are exposed 
to them. The system uses the pooling technique of combining similar exposures to loss and then 
applying actuarial principles to predict losses in the future. When losses are accurately predicted 
in advance of occurrence, the system can be operated on a financially sound basis, even 
though it is not fully funded.  
 
Differences between the Insurance Industry, Public Assistance, and Social Security 
 Insurance Public Social 
 Industry Assistance Security 
Benefits can be changed no yes yes 
Mandatory program no no yes 
Supported by general tax revenues no yes no 
Program fully funded yes no no 
Actuarial prediction of losses with  
cost transferred to all covered yes no yes 
Value of benefits based on 'need' of  
recipient alone no yes no 
Benefits funded by recipient yes no yes 
 
Social security benefits fall into four broad categories;  

o Retirement Benefits 
o Survivor Benefits 
o Disability Benefits 
o Medicare Benefits 

 
Social Security and Retirement Planning 
As related to retirement, the social security program extends benefits to various classes of 
family survivors of covered wage earners. Payments are not based on the earnings record of 
the survivors. It cannot be stressed enough the importance of these benefits. It is the 
responsibility of the breadwinner's survivors to take maximum advantage of the benefits offered. 
The reality is that for the vast majority of Americans estate planning consists of applying for 
social security benefits. The U.S. has an abysmally poor savings rate. For whatever reason, 
most people live beyond their means. A somewhat larger share of the population can expect 
both social security benefits and a life insurance payment upon the death of the breadwinner. 
This is a step in the right direction. The public needs to begin planning. Conservation of a few 
dollars can result in peace of mind and a more comfortable situation for survivors upon death of 
the breadwinner.  
 
The benefits available to survivors of covered wage earners are listed here. These benefits are 
payable regardless of the earnings record of the beneficiary; 
 
• When the deceased spouse is over 65 at death, a widower or widow who is 65 or older 

receives 100% of the deceased spouse's Social Security benefits. If the surviving spouse is 
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between ages 60 and 65, there is a reduction in benefits. Remarriage after age 60 has no 
effect on the benefits. A surviving spouse is not permitted to receive double benefits, both on 
the basis of the deceased spouse and because of their own Social Security contribution. The 
surviving spouse can choose the largest payment. 

 
• Unmarried children up to 18 (or 19, if attending high school full time) receive benefits. 
• Children disabled before age 22 can get benefits for as long as they are disabled. This 

program is beneficial to parents with a mentally or physically disadvantaged child who will 
need continuing lifetime care. 

• Divorced widows or widowers, if the marriage lasted at least ten years, receive payment for 
life. It's possible for both a surviving spouse and an ex-spouse to collect Social Security based 
on the same deceased wage earner. A divorced widow or widower can receive full benefits at 
age 65, and reduced benefits from age 60. 

• Under certain circumstances, grandchildren, great grandchildren, and dependent parents age 
62 or older may be eligible for payments. 

• Social Security pays one lump-sum death payment of $255 to the surviving spouse or child 
eligible for benefits. 

 
Keep in mind that people receiving survivor's payments and who earn income and are below 70 
years of age may have the payments reduced if the earnings exceed a certain level. Also, the 
decedent's last monthly Social Security check must be returned. There is no prorated amount. 
Benefits are paid in arrears, that is, a month late. So if Mr. Jones dies on July 1, the check 
received in August must be returned.  
 
Tracking Your Benefits 
It is important that individuals keep up with their social security benefits during their working 
career. This way, a person can plan ahead based on data received from the Social Security 
Administration. The Social Security Administration issues a form for every participant listing 
wages earned over the worker's career and benefits that can be expected at retirement. It is 
simple to request this form at the ssa.gov website. The form is quick to complete. Social 
Security is the primary source of support for millions of U.S. citizens. The updated form should 
be included as a part of every person's financial planning. It is important for every wage earner 
to be aware of their position with regard to future benefits.  
 
Average Indexed Monthly Earnings 
A calculation provides the Primary Insurance Amount which decides the value of benefits paid.  
Average Indexed Monthly Earnings is an average of monthly income received by a beneficiary 
during their work life, adjusted for inflation. Each calendar year, each covered worker's wages is 
recorded. The Average Indexed Monthly Earnings is the numerical average of those 35 years of 
covered wages; with zeros thrown into the average for the number of years fewer than 35. 
Because of wage inflation wages are indexed so that $35,648.55 earned in year 2004 is exactly 
the same as $23,753.53 earned in 1994. For workers with more than 35 years of covered 
wages, the Average Indexed Monthly Earnings will only take the average of the 35 highest years 
of indexed covered wages. This figure is then divided by 12 to get a monthly rate.  
 
PIA definition 
The "primary insurance amount" (PIA) is the benefit (before rounding down to next lower whole 
dollar) a person would receive if he/she elects to begin receiving retirement benefits at his/her  
normal retirement age. At this age, the benefit is neither reduced for early retirement nor 
increased for delayed retirement. 
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The PIA is the sum of three separate percentages of portions of average indexed monthly 
earnings. The portions depend on the year in which a worker attains age 62, becomes disabled 
before age 62, or dies before attaining age 62. For 2020 these portions are the first $960, the 
amount between $960 and $5,785, and the amount over $5,785. These dollar amounts are the 
"bend points" of the 2020 PIA formula. For an individual who first becomes eligible for old-age 
insurance benefits or disability insurance benefits in 2020, or who dies in 2020 before becoming 
eligible for benefits, his/her PIA will be the sum of: 
• 90 percent of the first $960 of his/her average indexed monthly earnings, plus  
• 32 percent of his/her average indexed monthly earnings over $960 and through $5,785, plus  
• 15 percent of his/her average indexed monthly earnings over $5,785. 
 
To get the basic benefit the sum is rounded to the next lower multiple of 10¢. Then, the monthly 
amount payable is rounded to the next lower multiple of $1 if it is not already a multiple of $1. 
For example, $100.70 is rounded down to $100.  
 
Pay-as-You-Go 
The 21st century receives as a holdover from the last a demographic environment that appears 
to favor saving and with a system of social insurance heavily dependent on intergenerational 
transfers. This conflict threatens the very existence of the public programs which today finance 
health and long-term care for the aged. The Social Security program was established in 1935, 
during the administration of President Franklin D. Roosevelt. Succeeding administrations have 
continued to expand this system of social insurance. Benefits for the unemployed, the disabled, 
the retired, survivors of deceased workers, and the aged in ill health are financed by payroll 
taxes and available to workers regardless of demonstrated need. These programs are financed 
on a "pay-as-you-go" basis. Current tax revenues are used to pay current benefits, instead of 
being saved to fund future benefits. The programs' trust funds have at most times been only 
large enough to weather unexpected temporary revenue shortfalls. The advantages of choosing 
pay-as-you-go financing over full funding were evident in the 1930's and the next three decades; 

1.) This allowed a new program to pay immediate benefits, such as retirement benefits, to 
those in need, without prior contributions. The program incurs a debt to workers, repaid 
through benefit payments to them at a later date, and financed by taxing the next cohort 
of workers. A new debt is thereby incurred to those workers, which is paid back by taxing 
the next cohort, and so on indefinitely. A pay-as-you-go system borrows from the distant 
future to pay benefits to an initial cohort of beneficiaries who have made little contribution 
of their own. Besides making great politics, pay-as-you-go Social Security was an 
attractive way to make retirement (or the thought of it) possible in the Great Depression 
when jobs and money were scarce. This also increased the chance of employment for 
younger workers. 

2.) Population and economic growth in the mid-twentieth century enabled subsequent 
generations of workers to prosper under pay-as-you-go. Intergenerational transfers 
provide even those who are currently retiring with greater lifetime income than would 
have been provided by a funded system. For example, a male worker aged 65 in 1984 
and earning 50% of the maximum covered earnings since 1937 would receive OASDI 
benefits equal to 2.79 times the accumulated value (with interest) of his employee OASDI 
payroll taxes. Pay-as-you-go programs outperform saving or fully-funded programs as 
long as the payroll tax base grows sufficiently. Payroll tax contributions earn a positive 
return if each successive generation is able to make larger and larger transfers to its 
elders, for then each generation's benefits exceed its contributions. 

 
Here is a simple model; Assume the employed labor force grows at a constant rate n per 
generation, that real wages per worker grow at a steady rate w per generation, and that financial 
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assets earn real interest at a constant rate r per generation. Also assume that the payroll tax 
rate, the percentage of earnings paid to finance social insurance, is held constant from 
generation to generation. Because the payroll tax base benefits from both wage and 
employment growth, it grows at a rate of (w + n) per generation, so that revenues are always 
sufficient to provide each retired person with transfers equal to (1 + w + n) times the tax paid a 
generation before. In contrast, a dollar committed by a worker to personal savings is 
transformed into (1 + r) dollars, a generation later, regardless of changes in employment and 
wage growth rates. If n and w were sufficiently large, then (1 + r) dollars are less than the (1 + w 
+ n) dollars which can be earned by committing the dollar to a tax-and-transfer scheme. 1

Labor force entrants today may ultimately receive less from transfers than from a funded system 
for this reason. Starting in the late '80's a projected low rate of growth of the working-age 
population was documented by the U.S. Census Bureau and such journals as National 
Demographics magazine. Even if these projections are only partially true, the aftermath of 
birthrate fluctuations will profoundly affect our demographic future. Analyses have been made 
on the difference between the largest intergenerational transfer, Social Security, and private 
saving, commonly comparing the average worker's lifetime treatment by Social Security with 
that of private saving. As explained above, the results hinge on the underlying assumptions 
about wages, population growth, and interest rates. Long-time Social Security chief actuary 
Robert Myers concluded that Social Security may be "a poor bargain for young new entrants 
when the combined employer-employee tax is considered." (Employers must match their 
employees' payroll tax payments). His estimates show that the combined taxes paid over the 
lifetime of a young mid-1980's career entrant, accumulated with interest, will equal about 1.5 
times the lifetime benefits that will be paid to that worker, and may ultimately be close to two 
times lifetime benefits for later birth cohorts.

 
 
The result is that not only the first generation but all generations for all time are made financially 
better off by instituting a system of intergenerational transfers. But this result only holds true in a 
world with sufficiently high population growth. The opposite happens if population and wage 
growth are too small. Aside from the first (non-contributing) generation, which is made better off 
in any case, the transfers will impoverish each subsequent generation, relative to the saving of 
the same funds. 
 

2 Others have produced similar results, all 
comparisons being unfavorable to Social Security.3

An outcome of this discussion is that slow growth in the payroll tax base has turned against the 
rate of return advantage of pay-as-you-go programs. This discussion has focused on the Social 
Security system. The analysis also applies, it would seem, to Medicare and Medicaid (or Medi-
Cal), the other two large pay-as-you-go programs. 

 Future real interest rates cannot be known 
for sure, but the real interest rate can safely be assumed to remain in the historical range of 2%-
3%. When economists speak of the real interest rate, they mean the current prevailing interest 
rate less the current rate of inflation.  
 

                                            
1 Aaron, H. 1966. "The Social Insurance Paradox" Canadian Journal of Economics and Political Science 32, no. 3 
and Solow, R. 1970. Growth Theory: An Exposition. 
2 Myers, R. 1985. Social Security 
3 Boskin, M.J. et al.1983. "Modeling Alternative Solutions to the Long-Run Social Security Funding Problem." 
Behavioral Simulation Models in Tax Analysis and Boskin, M., Kotlikoff, L. et al. 1987. "Social Seriate: A Financial 
Appraisal across and within Generations." National Tax Journal 40, No. 1 (March): 19-34. 
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SECTION 2  SOCIAL SECURITY HISTORY 
 

 
The Problem of Economic Security 

"Security was attained in the earlier days through the interdependence of members of families upon each other 
and of the families within a small community upon each other. The complexities of great communities and of 
organized industry make less real these simple means of security. Therefore, we are compelled to employ the 
active interest of the Nation as a whole through government in order to encourage a greater security for each 
individual who composes it . . . This seeking for a greater measure of welfare and happiness does not indicate a 
change in values. It is rather a return to values lost in the course of our economic development and expansion . . ." 
Franklin D. Roosevelt: Message of the President to Congress, June 8, 1934. 
 

Social Security works because it speaks to a universal human need. All people throughout 
human history have faced the uncertainties brought on by death, disability and old age. Prior to 
the turn of the 20th century, the majority of people in the United States lived and worked on 
farms and economic security was provided by the extended family. However, this arrangement 
changed as America underwent the Industrial Revolution. The extended family and the family 
farm as sources of economic security became less common. Then, the Great Depression 
triggered a crisis in the nation's economic life. It was against this backdrop that the Social 
Security Act emerged. 
 
The Committee on Economic Security (CES)  
On June 8, 1934, President Roosevelt, in a message to the Congress, announced his intention 
to provide a program for Social Security. Subsequently, the President created by Executive 
Order the Committee on Economic Security, which was composed of five top cabinet-level 
officials. The committee was instructed to study the entire problem of economic insecurity and to 
make recommendations that would serve as the basis for legislative consideration by the 
Congress. 
 
The CES assembled a small staff of experts borrowed from other federal agencies and 
immediately set to work. In November 1934 the CES sponsored the first-ever national town-hall 
forum on Social Security. The CES did a comprehensive study of the whole issue of economic 
security in America, along with an analysis of the European experience with these perennial 
problems. Their full report was the first comprehensive attempt at this kind of analysis in many 
decades and it stood as a landmark study for many years. In slightly more than six months, the 
CES developed a Report to the Congress and drafted a detailed legislative proposal. 
 
The Social Security Act 
In early January 1935, the CES made its report to the President, and on January 17 the 
President introduced the report to both Houses of Congress for simultaneous consideration. 
Hearings were held in the House Ways & Means Committee and the Senate Finance 
Committee during January and February. Some provisions made it through the Committees in 
close votes, but the bill passed both houses overwhelmingly in the floor votes. After a 
Conference which lasted throughout July, the bill was finally passed and sent to President 
Roosevelt for his signature. President Roosevelt signed the Social Security Act into law on 
August 14, 1935. In addition to several provisions for general welfare, the new Act created a 
social insurance program designed to pay retired workers age 65 or older a continuing income 
after retirement.  

"We can never insure one hundred percent of the population against one hundred percent 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 a job and against poverty-ridden old age."-- 
President Roosevelt upon signing Social Security Act 
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Major Provisions Of The Act  
The Social Security Act did not quite achieve all the aspirations its supporters had hoped by way 
of providing a "comprehensive package of protection" against the "hazards and vicissitudes of 
life." Certain features of that package, notably disability coverage and medical benefits, would 
have to await future developments. But it did provide a wide range of programs to meet the 
nation's needs. In addition to the program now thought of as Social Security, it included 
unemployment insurance, old-age assistance, aid to dependent children and grants to the states 
to provide various forms of medical care. 
 
The two major provisions relating to the elderly were Title I- Grants to States for Old-Age 
Assistance, which supported state welfare programs for the aged, and Title II-Federal Old-Age 
Benefits. It was Title II that was the new social insurance program now known of as Social 
Security. In the original Act benefits were to be paid only to the primary worker when he/she 
retired at age 65. Benefits were to be based on payroll tax contributions that the worker made 
during his/her working life. Taxes would first be collected in 1937 and monthly benefits would 
begin in 1942. (Under amendments passed in 1939, payments were advanced to 1940.) 
 
The significance of the new social insurance program was that it sought to address the long-
range problem of economic security for the aged through a contributory system in which the 
workers themselves contributed to their own future retirement benefit by making regular 
payments into a joint fund. It was thus distinct from the welfare benefits provided under Title I of 
the Act and from the various state "old-age pensions." As President Roosevelt conceived of the 
Act, Title I was to be a temporary "relief" program that would eventually disappear as more 
people were able to obtain retirement income through the contributory system. The new social 
insurance system was also a very moderate alternative to the radical calls to action that were so 
common in the America of the 1930s. 
 
The Social Security Board  
Another provision of the Act established a Social Security Board (SSB) comprised of three 
members appointed by the President, with the chairman reporting directly to the President. The 
original members were John G. Winant, Chairman; Arthur J. Altmeyer; and Vincent M. Miles. 
During the first year, SSB was faced with the tasks of providing employers, employees and the 
public with information on how earnings were to be reported, what benefits were available and 
how they were to be provided. In addition, sites for field installations had to be chosen and 
personnel to staff these offices had to be selected and trained. 
 
The Social Security Board begins as an independent agency of the federal government. In 1939 
it became part of the cabinet-level Federal Security Agency, and in 1946 the SSB was abolished 
and replaced by the current Social Security Administration. 
 
Early Work- Social Security Numbers  
The monumental first task was the need to register employers and workers by January 1, 1937, 
when workers would begin acquiring credits toward old-age insurance benefits. Since the new 
Social Security Board did not have the resources available to accomplish this, they contracted 
with the U.S. Postal Service to distribute the applications. The first application forms were 
distributed in late November 1936. The numbers were assigned in the local post offices. There 
is no record of who received the first Social Security number (SSN). The post offices collected 
the completed forms and turned them over to Social Security field offices located near major 
post office centers. The applications then were forwarded to Baltimore, Maryland, where SSNs 
were registered and various employment records established. The first SSN account number 

http://www.ssa.gov/history/medicalcare.html�
http://www.ssa.gov/history/medicalcare.html�
http://www.ssa.gov/history/medicalcare.html�
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record established in Baltimore was assigned to John David Sweeney, Jr. of New Rochelle, 
New York.  
 
Although, John Sweeney received the first SSN account, his was not the lowest number ever 
issued. That distinction fell to New Hampshire resident, Grace Dorothy Owen. Ms. Owen 
received number 001-01-0001. The process of issuing Social Security numbers is called 
"enumeration," and over the years it has been one of the most interesting topics involving Social 
Security. Over 30 million SSN cards were issued through this early procedure, with the help of 
the post offices. By June 30, 1937, the SSB had established 151 field offices, with the first office 
opening on October 14, 1936, in Austin, Texas. From that point on, the Board's local office took 
over the task of assigning SSNs. 
 
Trust Funds  
After Social Security numbers were assigned, the first Federal Insurance Contributions Act 
(FICA) taxes were collected, beginning in January 1937. Special Trust Funds were created for 
these dedicated revenues. Benefits were then paid from the monies in the Social Security Trust 
Funds. Over the years, more than $4.5 trillion has been paid into the Trust Funds, and more 
than $4.1 trillion has been paid out in benefits. The remainder is currently on reserve in the Trust 
Funds and will be used to pay future benefits. 
 
The term 'trust fund' has a distinct meaning in the federal budget. Trust funds in the federal 
budget are not like private trust funds. Individuals can create a private trust fund using his or her 
own assets to benefit others. The creator, or settlor, of the trust names a trustee who has a 
fiduciary responsibility to manage the designated assets in accordance with the stipulations of 
the trust. In contrast federal trust funds are budget accounts used to record receipts and 
expenditures earmarked for specific purposes. The Congress creates a federal trust fund in law 
and designates a funding source to benefit stated groups or individuals. Unlike most private 
trustees, the federal government can raise or lower future trust fund collections and payments or 
change the purposes for which the collections are used by changing existing laws. Moreover, 
the federal government has custody and control of the funds, including the earnings of most 
federal trust funds. 
 
First Payments  
From 1937 until 1940, Social Security paid benefits in the form of a single, lump-sum payment. 
The purpose of these one-time payments was to provide some "payback" to those people who 
contributed to the program but would not participate long enough to be vested for monthly 
benefits. Under the 1935 law, monthly benefits were to begin in 1942, with the period 1937-1942 
used both to build up the Trust Funds and to provide a minimum period for participation in order 
to qualify for monthly benefits. 
 
The earliest reported applicant for a lump-sum benefit was a retired Cleveland motorman named 
Ernest Ackerman, who retired one day after the Social Security program began. During his one 
day of participation in the program, a nickel was withheld from Mr. Ackerman's pay for Social 
Security, and, upon retiring, he received a lump-sum payment of 17 cents. 
 
The average lump-sum payment during this period was $58.06. The smallest payment ever 
made was for 5 cents! 

"Long before the economic blight of the depression descended on the Nation, millions of our people were living in 
wastelands of want and fear. Men and women too old and infirm to work either depended on those who had but 
little to share, or spent their remaining years within the walls of a poorhouse . . .The Social Security Act offers to 
all our citizens a workable and working method of meeting urgent present needs and of forestalling future need . . 
. One word of warning, however. In our efforts to provide security for all of the American people, let us not allow 
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ourselves to be misled by those who advocate short cuts to Utopia or fantastic financial schemes. We have come 
a long way. But we still have a long way to go. There is still today a frontier that remains unconquered--an 
America unclaimed. This is the great, the nationwide frontier of insecurity, of human want and fear. This is the 
frontier--the America--we have set ourselves to reclaim." -- President Franklin Roosevelt August 14, 1938, Radio 
address on the third anniversary of the Social Security Act 

 
1939 Amendments  
"It is impossible under any social insurance system to provide ideal security for every 
individual. The practical objective is to pay benefits that provide a minimum degree of social 
security-as a basis upon which the worker, through his own efforts, will have a better chance to 
provide adequately for his individual security." -- From the Report of the Social Security 
Board recommending the changes which were embodied in the 1939 Amendments. 

The original Act provided only retirement benefits, and only to the worker. The 1939 
Amendments made a fundamental change in the Social Security program. The Amendments 
added two new categories of benefits: payments to the spouse and minor children of a retired 
worker (so-called dependents benefits) and survivor's benefits paid to the family in the event of 
the premature death of a covered worker. This change transformed Social Security from a 
retirement program for workers into a family-based economic security program. The 1939 
Amendments also increased benefit amounts and accelerated the start of monthly benefit 
payments to 1940. 
 
Monthly Benefits  
In 1950 all Social Security beneficiaries received a general "cost-of-living" increase--for the first 
time since benefits began in 1940. Payments of monthly Social Security benefits began in 
January 1940, and were authorized not only for aged retired workers but for their aged wives or 
widows, children under age 18, and surviving aged parents.  
 
On January 31, 1940, the first monthly retirement check was issued to Ida May Fuller of Ludlow, 
Vermont, in the amount of $22.54. Miss Fuller, a Legal Secretary, retired in November 1939. 
She started collecting benefits in January 1940 at age 65 and lived to be 100 years old, dying in 
1975. Ida May Fuller worked for three years under the Social Security program. The 
accumulated taxes on her salary during those three years were a total of $24.75. Her initial 
monthly check was $22.54. During her lifetime she collected a total of $22,888.92 in Social 
Security benefits [You do the math]. 
 

Important Amendments  
From 1940 until 1950 virtually no changes were made in the Social Security program. Payment 
amounts were fixed, and no major legislation was enacted. Because the program was still in its 
infancy, and because it was financed by low levels of payroll taxation, the absolute value of 
Social Security's retirement benefits were very low. In fact, until 1951, the average value of the 
welfare benefits received under the old-age assistance provisions of the Act were higher than 
the retirement benefits received under Social Security. And there were more elderly Americans 
receiving old-age assistance than were receiving Social Security. Because of these 
shortcomings in the program, in 1950 major amendments were enacted. These amendments 
increased benefits for existing beneficiaries for the first time (see The Story of COLAs), and they 
dramatically increased the value of the program to future beneficiaries. By February 1951 there 
were more Social Security retirees than welfare pensioners, and by August of that year, the 
average Social Security retirement benefit exceeded the average old-age assistance grant for 
the first time. 
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The Story of COLAs  
Most people are aware that there are annual increases in Social Security benefits to offset the 
corrosive effects of inflation on fixed incomes. These increases, now known as Cost of Living 
Allowances (COLAs), are such an accepted feature of the program that it is difficult to imagine a 
time when there were no COLAs. But in fact, when Ida May Fuller received her first $22.54 
benefit payment in January of 1940, this would be the same amount she would receive each 
month for the next 10 years. For Ida May Fuller, and the millions of other Social Security 
beneficiaries like her, the amount of that first benefit check was the amount they could expect to 
receive for life. It was not until the 1950 Amendments that Congress first legislated an increase 
in benefits. Current beneficiaries had their payments recomputed and Ida May Fuller, for 
example, saw her monthly check increase from $22.54 to $41.30.  
 
These recomputations were effective for September 1950 and appeared for the first time in the 
October 1950 checks. A second increase was legislated for September 1952. Together these 
two increases almost doubled the value of Social Security benefits for existing beneficiaries. 
From that point on, benefits were increased only when Congress enacted special legislation for 
that purpose. In 1972 legislation the law was changed to provide, beginning in 1975, for 
automatic annual cost-of-living allowances (i.e., COLAs) based on the annual increase in 
consumer prices. No longer do beneficiaries have to await a special act of Congress to receive 
a benefit increase and no longer does inflation drain value from Social Security benefits. 
 
Disability  
The Social Security Amendments of 1954 initiated a disability insurance program which 
provided the public with additional coverage against economic insecurity. At first, there was a 
disability "freeze", of a worker's Social Security record during the years when they were unable 
to work. While this measure offered no cash benefits, it did prevent such periods of disability 
from reducing or wiping out retirement and survivor benefits. On August 1, 1956, the Social 
Security Act was amended to provide benefits to disabled workers aged 50-64 and disabled 
adult children. In September 1960 President Eisenhower signed a law amending the disability 
rules to permit payment of benefits to disabled workers of any age and to their dependents. By 
1960, 559,000 people were receiving disability benefits, with the average benefit amount being 
around $80 per month. 
 
The definition of disability under Social Security is different than other programs. Social Security 
pays only for total disability. No benefits are payable for partial disability or for short-term 
disability. "Disability" under Social Security is based on your inability to work. An individual is 
considered disabled under Social Security rules if:  

• A person cannot do work they did before;  
• It is decided that the person cannot adjust to other work because of his or her medical 

condition(s); and 
• The disability has lasted or is expected to last for at least one year or to result in death.  

This is a strict definition of disability. Social Security program rules assume that working families 
have access to other resources to provide support during periods of short-term disabilities, 
including workers' compensation, insurance, savings and investments.  
 
Medicare & Other Changes  
The decade of the 1960s brought major changes to the Social Security program. Under the 
Amendments of 1961, the age at which men are first eligible for old-age insurance was lowered 
to 62, with benefits actuarially reduced (women previously were given this option in 1956). This 
created an additional workload for the Agency as more beneficiaries entered the rolls. The 
number of people receiving disability benefits more than doubled from 1961 to 1969, increasing 
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from 742,000 to 1.7 million. The most significant administrative change involved the signing of 
the Medicare bill on July 30, 1965, by President Lyndon Johnson. With the signing of this bill, 
SSA became responsible for administering a new social insurance program that extended 
health coverage to almost all Americans aged 65 or older. Nearly 20 million beneficiaries 
enrolled in Medicare in the first 3 years of the program. 

President Johnson Regarding Medicare: 
"Thirty years ago, the American people made a basic decision that the later years of life should not be years of 
despondency and drift. The result was enactment of our Social Security program. . . . Since World War II, there 
has been increasing awareness of the fact that the full value of Social Security would not be realized unless 
provision were made to deal with the problem of costs of illnesses among our older citizens. . . . Compassion and 
reason dictate that this logical extension of our proven Social Security system will supply the prudent, feasible, 
and dignified way to free the aged from the fear of financial hardship in the event of illness." -January 7, 1965 
 

SSI  
In the 1970s, SSA became responsible for a new program, Supplemental Security Income 
(SSI). In the original 1935 Social Security Act, programs were introduced for needy aged and 
blind individuals and, in 1950, needy disabled individuals were added. These three programs 
were known as the "adult categories" and were administered by State and local governments 
with partial Federal funding. Over the years, the State programs became more complex and 
inconsistent, with as many as 1,350 administrative agencies involved and payments varying 
more than 300% from State to State. 
 
In 1969, President Nixon identified a need to reform these and related welfare programs to 
"bring reason, order, and purpose into a tangle of overlapping programs." In 1971, Secretary of 
Health, Education and Welfare, Elliot Richardson, proposed that SSA assume responsibility for 
the "adult categories." In the Social Security Amendments of 1972, Congress federalized the 
"adult categories" by creating the SSI program and assigned responsibility for it to SSA. SSA 
was chosen to administer the new program because of its reputation for successful 
administration of the existing social insurance programs. SSA's nationwide network of field 
offices and large-scale data processing and record-keeping operations also made it the logical 
choice to perform the major task of converting over 3 million people from State welfare 
programs to SSI. 
 
Disability Changes  
The Social Security Amendments of 1980 made many changes in the disability program. Most 
of these changes focused on various work incentive provisions for both Social Security and SSI 
disability benefits. The 1980 Amendments also required SSA to conduct periodic reviews of 
current disability beneficiaries to certify their continuing eligibility. This was to become a 
massive workload for SSA and one that was highly controversial. By 1983, the reviews had 
been halted, and in 1984, Congress passed the Disability Benefits Reform Act modifying 
several aspects of the disability program. 
 

In the early 1980s the Social Security program faced a serious short-term financing crisis. 
President Reagan appointed a blue-ribbon panel, known as the Greenspan Commission, to 
study the financing issues and make recommendations for legislative changes. The final bill, 
signed into law in 1983, made numerous changes in the Social Security and Medicare 
programs, including the taxation of Social Security benefits, the first coverage of Federal 
employees under Social Security and an increase in the retirement age in the next century. 
 
Program Growth  
From its modest beginnings, Social Security has grown to become an essential facet of modern 
life. One in seven Americans receives a Social Security benefit, and more than 90 percent of all 
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workers are in jobs covered by Social Security. From 1940, when slightly more than 222,000 
people received monthly Social Security benefits, until today, the number of people who receive 
such benefits has grown steadily. The SSI program has grown as well from its inception in 1974. 
 

Beneficiaries over the years 

Social Security SSI 

Year Beneficiaries Dollars (1,000) Year Beneficiaries Dollars (1,000) 

1970 25,700,924  28,796,000 1970 2,665,629 3,067,000 

1980   35,526,086 105,074,000 1980 4,682,172 15,437,000 

1990 39,824,692 222,993,000 1990 4,265,981 24,803,000 

1995 43,386,232 291,682,000 1995 5,583,519 40,898,000 

2000 45,877,465 352,706,000 2000 6,673,362 54,938,000 

2005 48,434,436 435,373,000 2005 8,314,314 85,394,000 

2010 54,032,097 577,448,000 2010 10,185,886 124,191,000 

2011 55,404,480 596,212,000 2011 10,614,398 128,935,000 

2012 56,758,185 637,948,000 2012 10,890,896 136,878,000 

2013 57,978,610 672,175,000 2013 10,988,269 140,071,000 

2014 59,007,158 706,821,000 2014 10,931,092 141,622,000 

2015 59,963,425 742,939,000 2015 10,806,466 143,282,000 

2016 60,907,307 768,633,000 2016 10,610,070 142,703,000 

2017 61,903,360 798,700,000 2017 10,411,252 142,800,000 

2018 62,906,222 844,900,000 2018 10,162,488 143,700,000 

2019 64,0064,496  2019 9,925,468  

 

 
Independence For SSA  
The Social Security Board (SSB) began its life in 1935 as one of the federal government's 
"independent agencies." This means that it was not part of a larger cabinet-level organization. In 
1939 this status changed when the SSB became part of the new cabinet-level Federal Security 
Agency. Ultimately, the Social Security Board became the Social Security Administration and it 
would finally become an operating component of the Department of Health & Human Services.) 
Throughout the 1980s and 1990s, there was growing bipartisan support for removing SSA from 
under its departmental umbrella and establishing it as an independent agency. Finally, in 1994 
the Social Security Independence and Program Improvements Act of 1994 (P.L. 103-296) was 
passed unanimously by Congress and, in a ceremony in the Rose Garden of the White House, 
on August 14, 1994, President Clinton signed the act into law.  
 
Legislative Changes  
Contract With America Advancement Act of 1996 (P.L. 104-121). 
This bill, signed by the President on March 29, 1996, made a change in the basic philosophy of 
the disability program. Beginning on that date, new applicants for Social Security or SSI 
disability benefits could no longer be eligible for benefits if drug addiction or alcoholism is a 
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material factor to their disability. Unless they can qualify on some other medical basis, they 
cannot receive disability benefits. Individuals in this category already receiving benefits are to 
have their benefits terminated as of January 1, 1997. Previous policy has been that if a person 
has a medical condition that prevents them from working, this qualifies them as disabled for 
Social Security and SSI purposes--regardless of the cause of the disability. Another significant 
provision of this law doubled the earnings limit exemption amount for retired Social Security 
beneficiaries, on a gradual schedule from 1996 to 2002. In 2002, the exempt amount will be 
$30,000 per year in earnings, compared to $14,760 under previous law. 
 
The Personal Responsibility and Work Opportunity Reconciliation Act of 1996. 
This "welfare reform" legislation, signed by the President on 8/22/96, terminated SSI eligibility 
for most non-citizens. Previously, lawfully admitted aliens could receive SSI if they met the other 
factors of entitlement. As of the date of enactment, no new non-citizens could be added to the 
benefit rolls and all existing non-citizen beneficiaries would eventually be removed from the rolls 
(unless they met one of the exceptions in the law.) Also effective upon enactment were 
provisions eliminating the "comparable severity standard" and reference to "maladaptive 
behavior" in the determination of disability for children to receive SSI. Also, children currently 
receiving benefits under the old standards were to be reviewed and removed from the rolls if 
they could not qualify under the new standards. 
 
Omnibus Consolidated Rescissions and Appropriations Act of 1996. 
Requires that all federal payments (including Social Security and SSI) be made by electronic 
funds transfer (no more paper checks) effective January 1, 1999, unless a waiver is granted by 
the Secretary of the Treasury. 
 
The Department of Defense Appropriations Act, 1997 
This massive omnibus spending bill contained SSA's budget as well as numerous legislative 
changes relating to the SSI program and to issues involved in fighting fraudulent documents in 
connection with obtaining Social Security numbers. The major SSI provision makes sponsorship 
agreements legally enforceable for the first time. In the area of identification-related documents, 
the law requires the establishment of federal standards for state-issued birth certificates and 
requires SSA to develop a prototype counterfeit-resistant Social Security card. 
 
The Balanced Budget Act of 1997 
This bill passed the House on 7/30/97 by a vote of 346 to 85, and passed the Senate the next 
day on a vote of 85 to 15. This law restored SSI eligibility to certain cohorts of non- citizens 
whose eligibility otherwise would be terminated under the "welfare reform" of 1996. It also 
extended for up to one year the period for redetermining the eligibility of certain aliens who may 
ultimately not be eligible for continued benefits. 
 
SSI & Children  
The Welfare Reform legislation enacted in 1996 changed the rules for assessing disability in the 
cases of children seeking to qualify for SSI benefits, and the law required SSA to review the 
status of some children already on the rolls. These reviews proved to be difficult and somewhat 
controversial, leading SSA Commissioner Kenneth Apfel to call for a comprehensive review of 
the entire childhood disability determination process. On December 17, 1997 Commissioner 
Apfel announced the results of his "top to bottom" review. While expressing overall confidence 
in the quality of the determinations, some problems were found. The Commissioner directed a 
new review of approximately 45,000 of the 135,000 cases where benefits had been ceased, and 
offered a second opportunity to appeal for all ceased beneficiaries who did not choose to appeal 

http://www.ssa.gov/history/welref.html�
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initially. In addition, all 15,000 new claims filed since the August 1996 passage of the "welfare 
reform" changes in the law were to be reviewed again. 
 

The Social Security Advisory Board  
From the very beginning, the Social Security program has had the services of periodic Advisory 
Councils composed primarily of non-government members whose function was to represent the 
public at large in advising government officials on Social Security policy. The first such Advisory 
Council was convened in 1934 in support of the work of the Committee on Economic Security. 
Over the years, the Advisory Councils have been very influential in setting the agenda for 
changes in Social Security. The Councils were especially influential in shaping the pivotal 1939 
and 1950 amendments. Eventually, the tradition of periodic Social Security Advisory Councils 
was made a standard provision of the law, with a requirement that such a Council be appointed 
every four years. This law stayed in effect until 1994, when it was repealed as part of the 
legislation which made SSA an independent agency. The 1994-1996 Advisory Council was thus 
the final Council, signaling the end of a long tradition in Social Security. Under that 1994 law, the 
Councils are abolished and a permanent seven-member Advisory Board was formed to serve 
many of the same functions. 
 

Social Security Reform  
With the 1983 Amendments, the short-range financing problems Social Security faced in the late 
1970s and early 1980s were resolved, and some part of Social Security's long-range financing 
challenge was also addressed, but not completely. Due to changing demographic patterns 
(primarily the passage of the "baby boom" generation into their retirement years) the Social 
Security program is not currently in long-range actuarial balance. (This means it is not projected 
to have sufficient income to pay all promised benefits over the next 75 years.) A major impetus 
to the public debate on Social Security reform came in January 1998 when President Clinton 
announced that any budget surpluses should be saved until the nation has resolved the long-
term financing of Social Security--his call was to "save Social Security first." 
 

The President also announced a series of town-hall forums around the country during the 
course of the year to engage the citizenry in an informed public debate. Various private groups 
are participating in these forums, and in other forums of their own sponsorship, and the 
Congress is supporting similar efforts. In his 1999 State of the Union Address, the President 
provided more detail regarding his proposal to "save Social Security first." He called for using 
62% of any surplus over the next 15 years to save Social Security; saving 15% of the surplus to 
shore up Medicare; and devoting 12% of the surplus to the creation of new Universal Savings 
Accounts (USAs) which would provide additional retirement savings in addition to the base of 
Social Security protection. 
 

Work Incentives  
On December 17, 1999 President Clinton signed the "Ticket to Work and Work Incentives 
Improvement Act of 1999"--one of the most significant changes in disability policy in the last 20 
years. This law creates a Ticket to Work and Self-Sufficiency Program which will provide 
disability beneficiaries with a ticket they may use to obtain vocational rehabilitation services, 
employment services, and other support services from an employment network of their choice. 
In addition to allowing beneficiaries to purchase vocational services, the law provides incentive 
payments to providers for successful rehabilitations in which the beneficiary returns to work. The 
new provisions also provide a number of safeguards to the beneficiaries to protect their benefits 
and health taken together, the Ticket to Work initiative seeks to shift the emphasis in the 
disability program away from mere maintenance of benefits more toward rehabilitating the 
disabled and assisting them in returning to productive work. 

http://www.ssa.gov/history/ticket.html�
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Repeal of the Retirement Earnings Test (RET)  
On April 7, 2000 President Clinton signed into law H.R. 5, "The Senior Citizens' Freedom to 
Work Act of 2000," eliminating the Retirement Earnings Test (RET) for those beneficiaries at or 
above Normal Retirement Age (NRA). (The RET still applies to those beneficiaries below NRA.). 
The legislation began its swift march through Congress on March 1, 2000 and the President 
signed the measure. This was an historic change in the Social Security retirement program. 
From the beginning of Social Security in 1935, retirement benefits have been conditional on the 
requirement that the beneficiary be substantially retired. This requirement was carried out by the 
provisions of the RET. The RET has changed considerably over the years. The requirement was 
first scaled-back in the 1950 Amendments, which exempted workers age 75 and older from the 
RET. The exempt age was reduced to 72 in 1954, and to age 70 and older in 1977. With the 
new legislation, starting at the NRA, Social Security retirement benefits will be paid to 
beneficiaries who are still working. Effectively, for those who have reached full retirement age, 
this repeals the requirement that the beneficiary be substantially retired in order to receive full 
Social Security retirement benefits. Pension payments, annuities, and the interest or dividends 
from savings and investments are not earnings for Social Security purposes. Only earned 
income, wages or net income from self-employment is covered by Social Security. An individual 
may have to pay income tax on pensions, annuities, interest or dividends, but he or she does 
not pay Social Security taxes. Those types of income are not part of the Social Security record.  
 

Government Pension Offset 
If someone receives a pension from a federal, state or local government based on work where 
he or she did not pay Social Security taxes, the Social Security spouse's or widow's or 
widower's benefits may be reduced. The benefits will be reduced by two-thirds of the 
pensioner's government pension. In other words, if an individual gets a monthly civil service 
pension of $600, two-thirds of that, or $400, must be deducted from his or her Social Security 
benefits. For example, if someone is eligible for a $500 spouse's, widow's or widower's benefit 
from Social Security, he or she will receive $100 per month from Social Security ($500 - $400 = 
$100).   
 

Benefits paid to wives, husbands, widows and widowers are "dependent's" benefits. These 
benefits were established in the 1930s to compensate spouses who stayed home to raise a 
family and who were financially dependent on the working spouse. But as it has become more 
common for both spouses in a married couple to work, each earned his or her own Social 
Security retirement benefit. The law has always required that a person's benefit as a spouse, 
widow or widower be offset dollar for dollar by the amount of his or her own retirement benefit. 
In other words, if a woman worked and earned her own $800 monthly Social Security retirement 
benefit, but she also was due a $500 wife's benefit on her husband's Social Security record, 
Social Security could not pay that wife's benefit because her own Social Security benefit offset 
it. But, before enactment of the Government Pension Offset provision, if that same woman was 
a government employee who did not pay into Social Security, and who earned an $800 
government pension, there was no offset, and the government was required to pay her a full 
wife's benefit in addition to her government pension.  
 

If this government employee's work had instead been subject to Social Security taxes, any 
Social Security benefit payable as a spouse, widow or widower would have been reduced by the 
person's own Social Security retirement benefit. In enacting the Government Pension Offset 
provision, Congress intended to ensure that when determining the amount of spousal benefit, 
government employees who do not pay Social Security taxes would be treated in a similar 
manner to those who work in the private sector and do pay Social Security taxes. 
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Windfall Elimination Provision 
If a person works for an employer who does not withhold Social Security taxes from his or her 
salary, such as a government agency or an employer in another country, any pension received 
based on that work may reduce the individual's Social Security benefits. The Windfall 
Elimination Provision affects how the amount of a person's retirement or disability benefit is 
calculated if he or she receives a pension from work where Social Security taxes were not taken 
out of their pay. A modified formula is used to calculate the benefit amount, resulting in a lower 
Social Security benefit than he or she otherwise would receive. 
 

The Windfall Elimination Provision primarily affects an individual if he or she earned a pension in 
any job where Social Security taxes were not paid and he or she also worked in other jobs long 
enough to qualify for a Social Security retirement or disability benefit. Social Security benefits 
are intended to replace only a percentage of a worker's pre-retirement earnings.  
 

Before 1983, people who worked mainly in a job not covered by Social Security had their Social 
Security benefits calculated as if they were long-term, low-wage workers. They had the 
advantage of receiving a Social Security benefit representing a higher percentage of their 
earnings, plus a pension from a job where they did not pay Social Security taxes. Congress 
passed the Windfall Elimination Provision to remove that advantage. Social Security benefits are 
based on the worker's average monthly earnings adjusted for inflation.  
 

The program separates a worker's average earnings into three amounts and multiplies the 
amounts using three factors. For example, for a worker who turns 62 in 2020, the first $960 of 
average monthly earnings is multiplied by 90 percent; the next $4,825 by 32 percent; and the 
remainder by 15 percent. The sum of the three amounts equals the total monthly payment 
amount. The 90 percent factor is reduced in the modified formula and phased in for workers who 
reached age 62 or became disabled between 1986 and 1989. For those who reach 62 or 
became disabled in 1990 or later, the 90 percent factor is reduced to 40 percent.  
 
Keep It Coming 
A non-citizen (also called an "alien" for immigration purposes) may be eligible for Supplemental 
Security Income (SSI) if he or she meets the requirements. In general, since August 22, 1996, 
most non-citizens must meet two requirements to be potentially eligible for SSI: 
• Be in a qualified alien category; and 
• Meet a condition that allows qualified aliens to get SSI. 
 
There are seven categories of qualified aliens; 

1. Lawfully Admitted for Permanent Residence (LAPR) in the U.S. 
2. Granted conditional entry under Section 203(a)(7) of the Immigration and Nationality Act 

(INA) as in effect before April 1, 1980; 
3. Paroled into the U.S. under Section 212(d)(5) of the INA for a period of at least one year; 
4. Refugee admitted to the U.S. under Section 207 of the INA; 
5. Granted asylum under Section 208 of the INA; 
6. Deportation is being withheld under Section 243(h) of the INA, as in effect before April 1, 

1997; or removal is being withheld under Section 241(b)(3) of the INA; 
7. A Cuban and Haitian entrant as defined in Section 501(e) of the Refugee Education 

Assistance Act of 1980 or in a status that is to be treated as a Cuban/ Haitian entrant for 
SSI purposes. 

. 
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SECTION 3 OASDI Annual Report 2020 
 
I. INTRODUCTION 
The Old-Age, Survivors, and Disability Insurance (OASDI) program makes monthly income available 
to insured workers and their families at retirement, death, or disability. The OASDI program consists 
of two parts. Retired workers, their families, and survivors of deceased workers receive monthly 
benefits under the Old-Age and Survivors Insurance (OASI) program. Disabled workers and their 
families receive monthly benefits under the Disability Insurance (DI) program. 
 
The Social Security Act established the Board of Trustees to oversee the financial operations of the 
OASI and DI Trust Funds. The Board is composed of six members. Four members serve by virtue of 
their positions in the Federal Government: the Secretary of the Treasury, who is the Managing 
Trustee; the Secretary of Labor; the Secretary of Health and Human Services; and the Commissioner 
of Social Security. The President appoints and the Senate confirms the other two members to serve 
as public representatives. These two positions are currently vacant. The Deputy Commissioner of the 
Social Security Administration serves as Secretary of the Board. 
 
The Social Security Act requires that the Board, among other duties, report annually to the Congress 
on the actuarial status and financial operations of the OASI and DI Trust Funds. The 2020 report is 
the 80th such report. The projections and analysis in this report do not reflect the potential effects of 
the COVID-19 pandemic on the Social Security and Medicare programs. Given the uncertainty 
associated with these impacts, the Trustees believe that it is not possible to adjust their estimates 
accurately at this time. 
 
II. OVERVIEW 
A. HIGHLIGHTS 
This section summarizes the report’s major findings. 
 
In 2019 
At the end of 2019, the OASDI program was providing benefit payments to about 64 million people: 
48 million retired workers and dependents of retired workers, 6 million survivors of deceased workers, 
and 10 million disabled workers and dependents of disabled workers. During the year, an estimated 
178 million people had earnings covered by Social Security and paid payroll taxes on those earnings. 
The total cost of the program in 2019 was $1,059 billion. Total income was $1,062 billion, which 
consisted of $981 billion in non-interest income and $81 billion in interest earnings. Asset reserves 
held in special issue U.S. Treasury securities grew from $2,895 billion at the beginning of the year to 
$2,897 billion at the end of the year. 
 
Short-Range Results 
Under the Trustees’ intermediate assumptions, Social Security’s total cost is projected to be less than 
its total income in 2020 and higher than its total income in 2021 and all later years. Social Security’s 
cost has exceeded its non-interest income since 2010. For 2020, program cost is projected to be less 
than total income by about $4 billion and exceed non-interest income by about $73 billion. 
 
To illustrate the actuarial status of the Social Security program as a whole, the operations of the OASI 
and DI Trust Funds are often shown on a combined basis as OASDI. However, by law, the two funds 
are separate entities and therefore the combined fund operations and reserves are hypothetical. 
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The combined reserves are projected to decrease from $2,897 billion at the beginning of 2020 to 
$1,819 billion at the end of 2029, the last year of the short-range period.  
 
The reserves of the combined OASI and DI Trust Funds along with projected program income are 
sufficient to cover projected program cost over the next 10 years under the intermediate assumptions. 
However, the ratio of reserves to annual cost is projected to decline from 261 percent at the 
beginning of 2020 to 94 percent at the beginning of 2030. Because this ratio falls below 100 percent 
by the beginning of the 11th projection year, the combined OASI and DI Trust Funds fail the Trustees’ 
test of short-range financial adequacy. Considered separately, the OASI and DI Trust Funds also fail 
this test. For last year’s report, the Trustees projected that combined reserves would be 260 percent 
of annual cost at the beginning of 2020 and 97 percent at the beginning of 2030. 
 
Long-Range Results 
Under the Trustees’ intermediate assumptions, OASDI cost is projected to exceed total income 
starting in 2021 and the dollar level of the hypothetical combined trust fund reserves declines until 
reserves become depleted in 2035. Figure II.D2 shows the implications of reserve depletion for the 
combined OASI and DI Trust Funds. Considered separately, the OASI Trust Fund reserves become 
depleted in 2034 and the DI Trust Fund reserves become depleted in 2065. In last year’s report, the 
projected reserve depletion years were 2035 for OASDI, 2034 for OASI, and 2052 for DI.  If the OASI 
Trust Fund reserves were to become depleted in 2034 as is currently projected, the operations of the 
hypothetical combined OASI and DI Trust Funds would not reflect the aggregated operation of the 
OASI Trust Fund and the DI Trust Fund because part of the OASI benefits could not be paid without a 
change in the law. Implicitly, the values shown for the hypothetical combined trust funds assume the 
law will have been changed to permit the transfer of resources between funds as needed. 
 
For the second year in a row, there has been a significant change in the DI reserve depletion date for 
two main reasons: (1) a change in the ultimate assumed disability incidence rate, and (2) continuing 
favorable experience for DI applications and benefit awards, which remained at historically low levels 
for 2019. Disability applications have declined substantially since 2010, and the total number of 
disabled-worker beneficiaries in current payment status has been falling since 2014. For this report, 
disability applications and incidence rates are assumed to rise more gradually from the current low 
levels to an ultimate age-sex-adjusted disability incidence rate of 5.0 per thousand exposed by the 
end of the short-range projection period, compared to 5.2 per thousand assumed in last year’s report 
and 5.4 per thousand assumed in the 2018 report.  
 
Projected OASDI cost increases more rapidly than projected non-interest income through 2042 
primarily because the retirement of the baby-boom generation will increase the number of 
beneficiaries much faster than the number of covered workers increases, as subsequent lower-birth-
rate generations replace the baby-boom generation at working ages. From 2042 through 2049, the 
cost rate (the ratio of program cost to taxable payroll) generally declines because the aging baby-
boom generation is gradually replaced at retirement ages by subsequent lower-birth-rate generations. 
Thereafter, increases in life expectancy cause OASDI cost to increase generally relative to non-
interest income, but more slowly than between 2010 and 2042.  Over the 75-year long-range period 
2020-94, the projected OASDI annual cost rate increases from 13.92 percent of taxable payroll for 
2020 to 16.86 percent for 2042 and to 17.94 percent for 2094. The projected cost rate for 2094 is 
4.51 percent of taxable payroll more than the projected income rate (the ratio of non-interest income 
to taxable payroll) for 2094. For last year’s report, the Trustees estimated the OASDI cost for 2094 at 
17.52 percent, or 4.16 percent of payroll more than the annual income rate for that year. Expressed in 
relation to the projected gross domestic product (GDP), OASDI cost generally rises from 5.0 percent 
of GDP for 2020 to about 5.9 percent by 2038, then declines to 5.8 percent by 2053, and then 
generally increases to 5.9 percent by 2094. 
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For the 75-year projection period, the actuarial deficit is 3.21 percent of taxable payroll, increased 
from 2.78 percent of taxable payroll in last year’s report. The closely-related open-group unfunded 
obligation for OASDI over the 75-year period is 3.03 percent of taxable payroll, increased from 2.61 
percent of payroll in last year’s report. The open-group unfunded obligation for OASDI over the 75-
year period is $16.8 trillion in present value and is $2.9 trillion more than the measured level of $13.9 
trillion a year ago.   
 
If the assumptions, methods, starting values, and the law had all remained unchanged, the actuarial 
deficit would have increased to 2.84 percent of taxable payroll, and the unfunded obligation would 
have risen to about 2.66 percent of taxable payroll and $14.5 trillion in present value due to the 
change in the valuation date. These measures increased significantly for this year’s report due to a 
change in law (the repeal of the excise tax provision of the Affordable Care Act), as well as changes 
in assumptions for fertility, price inflation, and interest rates, all described in detail in sections III.B and 
IV.B.6 of this report. To illustrate the magnitude of the 75-year actuarial deficit, consider that for the 
combined OASI and DI Trust Funds to remain fully solvent throughout the 75-year projection period: 
(1) revenue would have to increase by an amount equivalent to an immediate and permanent payroll 
tax rate increase of 3.14 percentage points to 15.54 percent, (2) scheduled benefits would have to be 
reduced by an amount equivalent to an immediate and permanent reduction of about 19 percent 
applied to all current and future beneficiaries,  or about 23 percent if the reductions were applied only 
to those who become initially eligible for benefits in 2020 or later; or (3) some combination of these 
approaches would have to be adopted. 
 
The necessary tax rate increase of 3.14 percent differs from the 3.21 percent actuarial deficit for two 
reasons. First, the necessary tax rate increase is the increase required to maintain solvency 
throughout the period with a zero trust fund reserve at the end of the period, whereas the actuarial 
deficit also incorporates an ending trust fund reserve equal to one year’s cost at the end of the 
projection period. Second, the necessary tax rate increase reflects a behavioral response to tax rate 
changes, whereas the actuarial deficit does not. In particular, the calculation of the necessary tax rate 
increase assumes that an increase in payroll taxes results in a small shift of wages and salaries to 
forms of employee compensation that are not subject to the payroll tax. 
 
If substantial actions are deferred for several years, the changes necessary to maintain Social 
Security solvency would be concentrated on fewer years and fewer generations. Significantly larger 
changes would be necessary if action is deferred until the combined trust fund reserves become 
depleted in 2035. For example, maintaining 75-year solvency with changes that begin in 2035 would 
require: (1) an increase in revenue by an amount equivalent to a permanent 4.13 percentage point 
payroll tax rate increase to 16.53 percent starting in 2035, (2) a reduction in scheduled benefits by an 
amount equivalent to a permanent 25 percent reduction in all benefits starting in 2035, or (3) some 
combination of these approaches. 
 
Conclusion 
Under the intermediate assumptions, the projected hypothetical combined OASI and DI Trust Fund 
asset reserves become depleted and unable to pay scheduled benefits in full on a timely basis in 
2035. At the time of depletion of these combined reserves, continuing income to the combined trust 
funds would be sufficient to pay 79 percent of scheduled benefits. The OASI Trust Fund reserves are 
projected to become depleted in 2034, at which time OASI income would be sufficient to pay 76 
percent of OASI scheduled benefits. DI Trust Fund asset reserves are projected to become depleted 
in 2065, at which time continuing income to the DI Trust Fund would be sufficient to pay 92 percent of 
DI scheduled benefits. 
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Lawmakers have a broad continuum of policy options that would close or reduce Social Security's 
long-term financing shortfall. Cost estimates for many such policy options are available at 
www.ssa.gov/OACT/solvency/provisions/. 
 
The Trustees recommend that lawmakers address the projected trust fund shortfalls in a timely way in 
order to phase in necessary changes gradually and give workers and beneficiaries time to adjust to 
them. Implementing changes sooner rather than later would allow more generations to share in the 
needed revenue increases or reductions in scheduled benefits. Social Security will play a critical role 
in the lives of 65 million beneficiaries and 180 million covered workers and their families during 2020. 
With informed discussion, creative thinking, and timely legislative action, Social Security can continue 
to protect future generations. 

 
 
B. TRUST FUND FINANCIAL OPERATIONS IN 2019 
Table II.B1 shows the income, expenditures, and asset reserves for the OASI, the DI, and the 
combined OASI and DI Trust Funds in calendar year 2019. 
 
In 2019, net payroll tax contributions accounted for 89.0 percent of total trust fund income. Net payroll 
tax contributions consist of taxes paid by employees, employers, and the self-employed on earnings 
covered by Social Security. These taxes are paid on covered earnings up to a specified maximum 
annual amount, which was $132,900 in 2019. Table II.B2 shows the payroll tax rates for 2019.. 
 
Table II.B1 
Summary of 2019 Trust Fund Financial Operations 
[In billions] 
  

 
OASI DI OASDI 

Asset reserves at the end of 2018a $2,797.9 $97.1 $2,894.9 
Total income in 2019 917.9 143.9 1061.8 
  Net payroll tax contributions 805.1 139.4 944.5 
  Interest   77.9 2.9 80.8 
  Taxation of benefits 34.9 1.6 36.5 
Total cost in 2019 911.4 147.9 1,059.3 
  Benefit payments a 902.8 145.1 1,047.9 
  Administrative expenses 3.7 2.7 4.9 
  Railroad Retirement financial interchange 4.9 .1 2.5 
Net increase in asset reserves in 2019a 6.5 -4.0 2.5 
Asset reserves at the end of 2019 2,804.3 93.1 2897.4 

 
a Includes less than $50 million in reimbursements from the General Fund of the Treasury and gifts. See section 
III.A for details. 
Note: Totals do not necessarily equal the sums of rounded components. 
 
Interest earned on invested trust fund asset reserves accounted for 7.6 percent of OASI and DI 
combined trust fund income in 2019. Revenue from subjecting up to 50 percent of Social Security 
benefits to Federal personal income taxation for beneficiaries with income (including half of benefits 
and all non-taxable interest received) exceeding specified levels accounted for 3.4 percent of OASDI 
income. 
 
The Department of the Treasury invests all trust fund income in interest bearing securities issued by 
the U.S. Government. In 2019, the combined trust fund reserves (the excess of all past income over 
all past expenditures) earned interest at an effective annual rate of 2.8 percent. Retirement, survivor, 
and disability benefits accounted for 98.9 percent of OASI and DI combined trust fund cost in 2019. 

http://www.ssa.gov/OACT/solvency/provisions/�
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https://www.ssa.gov/oact/tr/2017/VI_I_glossary.html#1005808�
https://www.ssa.gov/oact/tr/2017/VI_I_glossary.html#1005396�
https://www.ssa.gov/oact/tr/2017/II_B_cyoper.html#103179�
https://www.ssa.gov/oact/tr/2017/VI_I_glossary.html#1005725�
https://www.ssa.gov/oact/tr/2017/VI_I_glossary.html#1005585�
https://www.ssa.gov/oact/tr/2017/II_B_cyoper.html#103179�
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The expenses for administering the Social Security program were 0.6 percent of total cost. The net 
payment to the Railroad Retirement Social Security Equivalent Benefit Account from the combined 
OASI and DI Trust Funds accounted for 0.5 percent of total OASDI cost. 
 
Trust fund reserves provide the basis for paying benefits. Combined trust fund reserves increased by 
$2.5 billion during 2019 because income to the combined funds, including interest earned on trust 
fund reserves, exceeded total cost. In last year’s report, combined reserves were projected to 
increase by $1.0 billion in 2019, and then start declining in 2020 (Estimated).  At the end of 2019, the 
combined reserves of the OASI and the DI Trust Funds were $2,897 billion, or 261 percent of 
estimated cost1 for 2020. In comparison, the combined reserves at the end of 2018 were 273 percent 
of actual cost for 2019. 
 
Table II.B2 
Payroll Tax Contribution Rates for 2019 
[In percent] 
  OASI DI OASDI 
Payroll tax contribution rate for employees 5.3 0.9 6.20 
Payroll tax contribution rate for employers 5.3 .9 6.20 
Payroll tax contribution rate for self-employed persons 10.6 1.8 12.40 
Note: Section 833 of Public Law 114-74, the Bipartisan Budget Act of 2015, requires a temporary reallocation of the 
payroll tax rates between the OASI and DI Trust Funds. For earnings in calendar years 2016 through 2018, this section 
increases from 1.80 percent to 2.37 percent the portion of the total 12.40 percent OASDI payroll tax that is directed to the 
DI Trust Fund. There is a corresponding decrease in the portion of the tax rates directed to the OASI Trust Fund for these 
years. 

 
 

C. ASSUMPTIONS ABOUT THE FUTURE 
The future income and cost of the OASI and DI Trust Funds will depend on many factors, including the size and 
characteristics of the population receiving benefits, the level of monthly benefit amounts, the size of the workforce, 
and the level of covered workers’ earnings. These factors will depend in turn on future birth rates, death rates, 
immigration, marriage and divorce rates, retirement-age patterns, disability incidence and termination rates, 
employment rates, productivity gains, wage increases, inflation, interest rates, and many other demographic, 
economic, and program-specific factors. 
 
Table II.C1 presents key demographic, economic, and programmatic assumptions for three alternative scenarios. 
The intermediate assumptions reflect the Trustees’ best estimates of future experience. Therefore, most of the 
figures in this overview present outcomes under the intermediate assumptions only. Any projection of the future is, 
of course, uncertain. For this reason, the Trustees also present results under low-cost and high-cost alternatives to 
provide a range of possible future experience. The actual future costs are unlikely to be as extreme as those 
portrayed by the low-cost or high-cost projections. A separate section on the uncertainty of the projections, 
beginning on page 18, highlights the implications of these alternative scenarios. The Trustees reexamine the 
assumptions each year in light of recent experience and new information. This annual review helps to ensure that 
the Trustees’ assumptions provide the best estimate of future possibilities. 
 
Table II.C1 
Long-Range Valuesa of Key Assumptions for the 75-year Projection Period 

Long-range assumptions Intermediate 
Low-
cost High-cost 

Demographic:       
Total fertility rate (children per woman), for 2029 and later 1.95 2.15 1.75 
Average annual percentage reduction in total age sex adjusted death rates 
from 2019 to 2094 .76 .40 1.15 
Average annual net lawful permanent resident (LPR) immigration (in 
thousands) for 2020 to 2094 788 1,000 595 
Average annual net other-than-LPR immigration (in thousands) for 2020 to 
2094 474 598 351 

https://www.ssa.gov/oact/tr/2017/II_C_assump.html#2�
https://www.ssa.gov/oact/tr/2017/VI_I_glossary.html#1052617�
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Economic:       
Average annual percentage change in:       
Productivity (total U.S. economy), for 2029 and later 1.63 1.93 1.33 
Average wage in covered employment from 2029 to 2094 3.54 4.76 2.32 
Consumer Price Index (CPI-W), for 2019 and later 2.40 3.00 1.80 
Average annual real-wage differential (percent) for 2030  
to 2094 1.14 1.93 1.33 
Unemployment rate (percent, age-sex-adjusted), for 2028 and later 5.0 4.0 6.0 
Annual trust fund real interest rate (percent), for 20230 and later 2.3 2.8 1.8 
Programmatic:       
Disability incidence rate (per 1,000 exposed, age-sex-adjusted) in 2094 5.0 4.0 6.0 
Disability recovery rate (per 1,000 beneficiaries, age-sex-adjusted) in 2094 10.3 12.5 8.2 
    
 

a See chapter V for details, including historical and projected values. 
 
The Trustees reexamine the assumptions each year in light of recent experience and new 
information. This annual review helps to ensure that the Trustees’ assumptions provide the best 
estimate of future possibilities. 
 
Assumptions regarding each of these variables must be made in order to project trust fund financing 
in the future. The assumptions selected vary, in most cases, from year to year during the first decade 
or more before reaching ultimate assumed values for the remainder of the 75-year projection period. 
This phasing-in process is particularly important if the projection period begins when a variable that 
has experienced distinct cycles in the past is at, or near, a cyclic extreme. An ultimate value for each 
variable is assumed to average out at that ultimate value over the long range. 
 
D. PROJECTIONS OF FUTURE FINANCIAL STATUS 
 
Short Range Actuarial Estimates 
For the short-range period (2020 through 2029), the Trustees measure financial adequacy by 
comparing projected asset reserves at the beginning of each year to projected program cost for that 
year under the intermediate set of assumptions. Maintaining a trust fund ratio of 100 percent or 
more — that is, reserves at the beginning of each year at least equal to projected cost for the year —
 is a good indication that the trust fund can cover most short-term contingencies. The projected trust 
fund ratios under the intermediate assumptions for the OASI Trust Fund exceed 100 percent 
throughout the short-range period. Therefore, OASI satisfies the Trustees’ short-term test of financial 
adequacy. 
 
For the short-range period (2020 through 2029), the Trustees measure financial adequacy using trust 
fund ratios, which compare projected asset reserves at the beginning of a year to projected program 
cost for the year. Maintaining a trust fund ratio of 100 percent or more—that is, reserves at the 
beginning of a year at least equal to projected cost for the year—is a good indication that the trust 
fund can cover most short-term contingencies. The Trustees' test of short-range financial adequacy is 
met if under the intermediate assumptions (1) the estimated trust fund ratio is at least 100 percent at 
the beginning of the period and remains at or above 100 percent throughout the 10-year short-range 
period or (2) the ratio is initially less than 100 percent, but reaches at least 100 percent within five 
years and remains at or above 100 percent throughout the remainder of the 10-year short-range 
period. The projected trust fund ratio under the intermediate assumptions for the OASI Trust Fund 
declines to 94 percent by the beginning of 2030. Therefore, OASI fails the Trustees’ test of short-
range financial adequacy. 
 

https://www.ssa.gov/oact/tr/2017/VI_I_glossary.html#1005517�
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Figure II.D1 
Short-Range OASI and DI Combined Trust Fund Ratio 
[Asset reserves as a percentage of annual cost, under Intermediate Assumptions] 
 

 
The DI Trust Fund also fails the Trustees’ test of short-range financial adequacy. The Trustees 
estimate that the DI trust fund ratio was at 62 percent at the beginning of 2020. The projected DI trust 
fund ratio declines to 61 percent at the beginning of 2021, and then increases to 93 percent by the 
beginning of 2030. On a combined basis, OASDI also fails the Trustees’ test of short-range financial 
adequacy because the OASDI trust fund ratio declines to 94 percent by the beginning of 2030. Figure 
II.D1 shows that the trust fund ratio for the combined OASI and DI Trust Funds declines steadily after 
2010. 
 
Projected OASDI cost is less than total income for 2020, so that combined trust fund reserves 
increase during the year. In last year’s report, combined trust fund reserves were projected to start 
declining in 2020. For this report, combined reserves are projected to start declining in 2021 and to 
continue to decline throughout the remainder of the short-range period 
 
Long Range Actuarial Estimates 
The Trustees use three types of measures to assess the actuarial status of the program over the 
long-range period (2020 through 2094): (1) annual cash flow measures, including income rates, cost 
rates, and balances; (2) trust fund ratios; and (3) summary measures such as actuarial balances and 
open group unfunded obligations. The Trustees express these measures as percentages of taxable 
payroll, as percentages of gross domestic product (GDP), or in dollars. The Trustees also present 
summary measures over the infinite horizon in appendix F. The infinite horizon values provide an 
additional indication of Social Security’s very-long-run financial condition.  
 
The Trustees also apply a test of long-range close actuarial balance each year. To satisfy the test, a 
trust fund must meet two conditions: (1) the trust fund satisfies the test of short-range financial 
adequacy, and (2) the trust fund ratio stays above zero throughout the 75-year projection period, such 
that benefits would be payable in a timely manner throughout the period. The OASI, DI, and 
combined OASI and DI Trust Funds all fail the test of long-range close actuarial balance under the 
intermediate assumptions. 
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Annual Income Rates, Cost Rates, and Balances 
Figure II.D2 illustrates the year-by-year relationship among OASDI income (excluding interest), cost 
(including scheduled benefits), and expenditures (including payable benefits) for the full 75-year 
period (2020 through 2094). The figure shows all values as percentages of taxable payroll. Under the 
intermediate assumptions, demographic factors would by themselves cause the projected cost rate to 
rise rapidly for the next two decades before leveling off in about 2040. However, the economic 
recession of 2007-09 temporarily depressed taxable earnings and increased the number of 
beneficiaries, which in turn sharply, but temporarily, increased the cost rate starting in 2009. From a 
peak in 2013, the cost rate declined through 2017 under the economic recovery and thereafter 
returns to a gradually rising trend. The projected income rate is stable at about 13 percent throughout 
the 75-year period. Annual OASDI cost has exceeded non-interest income every year beginning with 
2010. The Trustees project that cost will continue to exceed non-interest income throughout the 75-
year valuation period. Beginning in 2021, cost is projected to exceed total income, and combined 
OASI and DI Trust Fund reserves diminish until they become depleted in 2035. After trust fund 
reserve depletion, continuing income is sufficient to support expenditures at a level of 79 percent of 
program cost for the rest of 2035, declining to 73 percent for 2094. Figure II.D2 depicts OASDI 
operations as a combined whole. However, under current law, the differences between scheduled 
and payable benefits would begin at different times for the program’s two trust funds: in 2034 for 
OASI and in 2065 for DI. 
 
Figure II.D2 
OASDI Income, Cost, and Expenditures as Percentages of Taxable Payroll 

[Under Intermediate Assumptions] 

 
Figure II.D3 shows the estimated number of covered workers per OASDI beneficiary. Figures II.D2 
and II.D3 illustrate the inverse relationship between cost rates and the number of workers per 
beneficiary. In particular, the projected future increase in the cost rate reflects a projected decline in 
the number of covered workers per beneficiary. There were about 2.8 workers for every OASDI 
beneficiary in 2019. This ratio had been stable, remaining between 3.2 and 3.4 from 1974 through 
2008, and has declined since then, initially due to the economic recession of 2007-09 and the 
beginning of a notable demographic shift. This shift causes the ratio of workers to beneficiaries to 
decline, as workers of lower-birth-rate generations replace workers of the baby-boom generation. The 
decline in the ratio leveled off between 2013 and 2020, as the economy recovered, offsetting the 
demographic shift during that period. After 2020, the demographic shift will continue to drive this ratio 
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down over the next 20 years. The ratio of workers to beneficiaries reaches 2.3 by 2035 when the 
baby-boom generation will have largely retired, and will generally decline very gradually thereafter 
due to increasing longevity. 
 
Figure II.D3 
Number of Covered Workers Per OASDI Beneficiary 

 
Another important way to look at Social Security’s future financial status is to view its annual cost and 
non-interest income as a share of U.S. economic output (GDP). As shown in figure II.D4, Social 
Security’s cost as a percent of GDP is projected to grow from 5.0 percent in 2020 to about 5.9 
percent by 2038, then decline to 5.8 percent by 2053, and generally increase thereafter to 5.9 percent 
for 2094. Social Security’s non-interest income is projected to rise from 4.6 percent of GDP in 2020 to 
4.7 percent by 2029. Thereafter, non-interest income as a percent of GDP declines gradually, to 
about 4.4 percent for 2094, because the Trustees expect the share of employee compensation 
provided as noncovered fringe benefits to increase gradually. 
 
Trust Fund Ratios 
The trust fund ratio is defined as the asset reserves at the beginning of a year expressed as a 
percentage of the cost during the year. The trust fund ratio thus represents the proportion of a year’s 
cost which could be paid solely with the reserves at the beginning of the year. Table II.D1 displays the 
projected maximum trust fund ratios during the long-range period for the OASI, DI, and combined 
OASI and DI funds. The table also shows the year of maximum projected trust fund ratio during the 
long-range projection period (2020 through 2094) and the year of trust fund asset reserve depletion. 
Trust fund ratios for OASI and combined OASI and DI are projected to decline from their current 
levels until reserve depletion. For DI, the trust fund ratio is projected to rise to 143 in 2041, then 
decline until reserve depletion. 
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Figure II.D4 
OASDI Cost and Non-interest Income as a Percentage of GDP 

 
The table also shows the year of maximum projected trust fund ratio during the long-range projection 
period (2017 through 2091) and the year of trust fund asset reserve depletion. Each trust fund ratio 
has been generally declining in recent years. OASI reached a peak level of 402 in 2011, DI will reach 
a peak level of 65 in 2019, and OASDI reached a peak level of 358 in 2008. 
 
Table II.D1 
Projected Maximum Trust Fund Ratios During the Long-Range 
Periodand Trust Fund Reserve Depletion Dates 

[Under Intermediate Assumptions] 

 
OASI DI OASDI 

Maximum projected trust fund ratio (percent) 291 143 261 

   Year attained 2020 2041 2020 

 Projected year of trust fund reserve depletion 2034 2065 2035 

 
Summary Measures 
The actuarial balance is a summary measure of the program’s financial status through the end of the 
75-year valuation period. The actuarial balance measure includes the trust fund asset reserves at the 
beginning of the period, all cost and income during the valuation period, and the cost of reaching a 
target trust fund reserve of one year’s cost by the end of the period. Therefore, the actuarial balance 
is essentially the difference between the present values of income and cost from 1937 through the 
end of the valuation period. Actuarial balance is expressed as a percentage of the taxable payroll for 
the 75-year valuation period. A negative actuarial balance is called an actuarial deficit. The actuarial 
deficit represents the average amount of change in income or cost that is needed throughout the 
valuation period in order to achieve actuarial balance. 
 
In this report, the actuarial deficit for the combined OASI and DI Trust Funds under the intermediate 
assumptions is 3.21 percent of taxable payroll. The actuarial deficit was 2.78 percent in the 2019 
report. If the assumptions, methods, starting values, and the law had all remained unchanged from 
last year, the actuarial deficit would have increased to 2.84 percent of payroll solely due to advancing 
the valuation period by 1 year.  
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Another way to illustrate the projected financial shortfall of the OASDI program is to examine the 
cumulative present value of scheduled income less cost. Figure II.D5 shows the present value of 
cumulative OASDI income less cost from the inception of the program through each of the years from 
2019 to 2094. A positive value represents the present value of trust fund reserves at the end of the 
selected year. A negative value is the unfunded obligation through the selected year. The asset 
reserves of the combined trust funds were $2.9 trillion at the end of 2019. The combined trust fund 
reserves decline on a present value basis after 2019, but remain positive through 2034. However, 
after 2034 this cumulative amount becomes negative, which means that the combined OASI and DI 
Trust Funds have a net unfunded obligation through each year after 2034. Through the end of 2094, 
the combined funds have a present-value unfunded obligation of $16.8 trillion. If the assumptions, 
methods, starting values, and the law had all remained unchanged from last year, the unfunded 
obligation would have risen to about $14.5 trillion due to the change in the valuation date. 
 
This unfunded obligation represents 3.03 percent of taxable payroll (increased from 2.61 percent in 
last year’s report) and 1.0 percent of GDP (increased from 0.9 percent in last year’s report) over the 
75-year valuation period. The unfunded obligation as a share of taxable payroll over the period (3.03 
percent) and the actuarial deficit (3.21 percent) are similar measures, but differ because the actuarial 
deficit includes the cost of having an ending trust fund reserve equal to one year’s cost. 
 
Figure II.D5 
Cumulative Scheduled OASDI Income Less Cost, 
From Program Inception Through Years 2019-2094 

Present value as of January 1, 2017, in trillions, under Intermediate Assumptions] 

 
Figures II.D2, II.D4, and II.D5 show that the program’s financial condition is worsening at the end of 
the projection period. Steadily worsening annual balances and cumulative values toward the end of 
the 75-year period provide an indication of the additional change that will be needed by that time in 
order to maintain solvency beyond 75 years. Consideration of summary measures alone for a 75-year 
period can lead to incorrect perceptions and to policy prescriptions that do not achieve sustainable 
solvency. Sustainable solvency for the financing of the program under a specified set of assumptions 
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has been achieved when the projected trust fund ratio is positive throughout the 75-year projection 
period and is either stable or rising at the end of the period. 
 
Appendix F (available at SSA website) presents summary measures over the infinite horizon. The 
infinite horizon values provide an additional indication of Social Security’s financial condition for the 
period beginning with the inception of the program and extending indefinitely into the future, but 
results are subject to much greater uncertainty. Extending the horizon beyond 75 years increases the 
measured unfunded obligation. Through the infinite horizon, the unfunded obligation, or shortfall, is 
equivalent to 4.6 percent of future taxable payroll or 1.4 percent of future GDP. 
 
Uncertainty of the Projections 
Significant uncertainty surrounds the intermediate assumptions. The Trustees use several methods to 
help illustrate that uncertainty. 
 
Figure II.D6 
Long-Range OASI and DI Combined Trust Fund Ratios Under Alternative Scenarios 

 

[Asset reserves as a percentage of annual cost] 
 

 
A first approach uses alternative scenarios reflecting low-cost (alternative I) and high-cost (alternative 
III) sets of assumptions. Figure II.D6 shows the projected trust fund ratios for the combined OASI and 
DI Trust Funds under the intermediate, low-cost, and high-cost assumptions. The figure indicates that 
the combined trust funds are projected to become depleted in 2035 under the intermediate alternative 
and in 2031 under the high-cost alternative. Under the low-cost alternative, trust fund reserves are 
projected to become depleted in 2079, but the trust funds would have sufficient income by the end of 
2088 to permit full payment of scheduled benefits thereafter and also to pay in arrears the temporary 
shortfalls between 2079 and 2088. The low-cost alternative includes a higher ultimate total fertility 
rate, slower improvement in mortality, a higher real-wage differential, a higher ultimate real interest 
rate, a higher ultimate annual change in the CPI, and a lower unemployment rate. The high-cost 
alternative, in contrast, includes a lower ultimate total fertility rate, more rapid improvement in 
mortality, a lower real-wage differential, a lower ultimate real interest rate, a lower ultimate annual 
change in the CPI, and a higher unemployment rate. These alternatives are not intended to suggest 
that all parameters would be likely to differ from the intermediate values in the specified directions, 
but are intended to illustrate the effect of clearly defined scenarios that are, on balance, very 
favorable or unfavorable for the program’s financial status. Actual future costs are unlikely to be as 
extreme as those portrayed by the low-cost or high-cost projections. The method for constructing the 



 30 

low-cost and high-cost projections does not lend itself to estimating the probability that actual 
experience will lie within or outside the range they define. 
 
Appendix D (Available at SSA website) presents long-range sensitivity analysis for the OASDI 
program. By varying one parameter at a time, sensitivity analysis provides a second approach for 
illustrating the uncertainty surrounding projections into the future. 
 
A third approach uses 5,000 independently generated stochastic simulations that reflect randomly 
assigned annual values for most of the key parameters. These simulations produce a distribution of 
projected outcomes and corresponding probabilities that future outcomes will fall within or outside a 
given range. The results of the stochastic simulations, discussed in more detail in appendix E, 
suggest that trust fund reserve depletion (the point at which reserves are insufficient to pay scheduled 
benefits in full and on time) is very likely before mid-century. In particular, figure II.D7 suggests that 
based on these stochastic simulations, trust fund reserves will become depleted between 2031 and 
2042 with a 95-percent confidence. 
 
The stochastic results suggest that trust fund ratios as high as the low-cost alternative are very 
unlikely. However, the relationship between the stochastic results and the low-cost and high-cost 
alternatives may change as the methodology for the stochastic simulations is further developed. As 
noted in appendix E (Available at SSA website), future improvements and refinements are expected 
to be more likely to expand than to reduce the indicated range of uncertainty. 
 
Figure II.D7 
Long-Range OASI and DI Combined Trust Fund Ratios From Stochastic Modeling 
 

 
 

Changes From Last Year’s Report 
The projected long-range OASDI actuarial deficit increased from 2.78 percent of taxable payroll for 
last year’s report to 3.21 percent of taxable payroll for this year’s report. The change in the 75-year 
projection period alone would have increased the actuarial deficit to 2.84 percent. Changes in law, 
methods, starting values, and assumptions combined to increase the actuarial deficit by an additional 
0.38 percent of taxable payroll. For a detailed description of the specific changes identified in table 
II.D2, see section IV.B.6. 
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Table II.D2. 
Reasons for Change in the 75-Year Actuarial Balance, Based on 
Intermediate Assumptions  
[As a percentage of taxable payroll] 
 

    Shown in last year’s report: OASI DI OASDI 
Income rate 11.96 1.85 13.81 
Cost rate 14.63 1.97 16.60 
Actuarial balance -2.67 -.12 -2.78 
Changes in actuarial balance due to changes in: 
Legislation / Regulation -.12 .00 -.12 
Valuation period -.05 -.01 -.05                          
Demographic data and assumptions -.03 .00 -.03 
Economic data and assumptions -.12 .00 -.13 
Disability data and assumptions -.01 .06 .05 
Methods and programmatic data -.02 .02 .00 
Total change in actuarial balance -.47 .05 -.43 
Shown in this report: 

  Actuarial balance -3.14 -.07 -3.21 
  Income rate 12.00 1.85 13.85 
  Cost rate 15.14 1.92 17.06 
     
     

 
 
The change in the 75-year valuation period from last year’s report to this report means that the 75-year actuarial balance 
now includes the relatively large negative annual balance for 2094. This change in the valuation period results in a larger 
long-range actuarial deficit. The actuarial deficit includes the trust fund reserve at the beginning of the projection period. 
Note: Totals do not necessarily equal the sums of rounded components. 
 
Figure II.D8. 
OASDI Annual Balances: 2019 and 2020 Trustees Reports 

[As a percentage of taxable payroll, under the intermediate assumptions] 

 
Sustainable solvency for the financing of the program under a specified set of assumptions has been 
achieved when the projected trust fund ratio is positive throughout the 75-year projection period and 
is either stable or rising at the end of the period. 
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E. CONCLUSION 
Under current law, the projected cost of Social Security increases faster than projected income 
through 2040 primarily because the ratio of workers paying taxes to beneficiaries receiving benefits 
will decline as the baby-boom generation ages and is replaced at working ages with subsequent 
lower birthrate generations. While the effects of the aging baby boom and subsequent lower birth 
rates will have largely stabilized after 2040, annual cost will continue to grow faster than income, but 
to a lesser degree, reflecting continuing increases in life expectancy. Based on the Trustees’ 
intermediate assumptions, Social Security’s cost exceeds total income beginning in 2021, and 
throughout the remainder of the 75-year projection period. The OASI Trust Fund and the DI Trust 
Fund are projected to have sufficient reserves to pay full benefits on time until 2034 and 2065, 
respectively. Legislative action will be needed to prevent reserve depletion in those years. In the 
absence of such legislation, continuing income to the trust funds at the time of reserve depletion 
would be sufficient to pay 76 percent of OASI benefits and 92 percent of DI benefits. 
 
Social Security’s combined trust funds are projected to cover full payment of scheduled benefits on a 
timely basis until the trust fund reserves become depleted in 2035. (Full payment of benefits until 
depletion of the hypothetical combined reserves in 2035 implicitly assumes that the law will have 
been changed to permit the transfer of funds between OASI and DI as needed.) At that time, 
projected continuing income to the combined trust funds equals about 79 percent of the program cost. 
By 2094, continuing income equals about 73 percent of the program cost. 
 
The 75-year actuarial deficit for the combined trust funds under the intermediate assumptions is 3.21 
percent of taxable payroll, increased from the 2.78 percent deficit in last year’s report. To illustrate the 
magnitude of the deficit, consider that for the combined OASI and DI Trust Funds to remain fully 
solvent throughout the 75-year projection period: (1) revenue would have to be increased by an 
amount equivalent to an immediate and permanent payroll tax rate increase of 3.14 percentage 
points to 15.54 percent; (2) scheduled benefits would have to be reduced by an amount equivalent to 
an immediate and permanent reduction of about 19 percent applied to all current and future 
beneficiaries, or about 23 percent if the reductions were applied only to those who become initially 
eligible for benefits in 2020 or later; or (3) some combination of these approaches would have to be 
adopted. If actions are deferred for several years, the changes necessary to maintain Social Security 
solvency become concentrated on fewer years and fewer generations. 
 
If lawmakers design legislative solutions only to eliminate the overall actuarial deficit without 
consideration of year-by-year financing, then a substantial financial imbalance could remain at the 
end of the period, and the long-range sustainability of program financing could still be in doubt. 
Sustainable solvency for the financing of the program under a specified set of assumptions is 
achieved when the projected trust fund ratio is positive throughout the long-range period and is either 
stable or rising at the end of the period. Making changes now that achieve sustainable solvency could 
avoid the need for later legislative changes. 
 
Lawmakers have a broad continuum of policy options that would close or reduce Social Security's 
long-term financing shortfall. Cost estimates for many such policy options are available at 
www.ssa.gov/OACT/solvency/provisions/. Broadly speaking, the approaches that lawmakers can take 
include increasing revenue from workers and employers by raising the tax rate or the maximum level 
of taxable earnings, or by dedicating revenue from other sources; lowering benefits for some or all 
beneficiaries by changing certain program parameters; or a combination of these approaches. There 
are countless variations on these options, including those that vary the timing, magnitude, and other 
specifics of the changes under consideration.  
 

http://www.ssa.gov/OACT/solvency/�
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The Trustees recommend that lawmakers address the projected trust fund shortfalls in a timely way in 
order to phase in necessary changes gradually and give workers and beneficiaries time to adjust to 
them. Implementing changes sooner rather than later would allow more generations to share in the 
needed revenue increases or reductions in scheduled benefits. Social Security will play a critical role 
in the lives of 65 million beneficiaries and 180 million covered workers and their families during 2020. 
With informed discussion, creative thinking, and timely legislative action, Social Security can continue 
to protect future generations. 
 
 
III. FINANCIAL OPERATIONS OF THE TRUST FUNDS AND LEGISLATIVE 
CHANGES IN THE LAST YEAR 
 
A. OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE (OASI) AND 
DISABILITY INSURANCE (DI) TRUST FUNDS, IN CALENDAR YEAR 2019 
 
This section presents detailed information on the operations of the OASI and DI Trust Funds during 
calendar year 2019 (See www.ssa.gov/oact/ProgData/fundsQuery.html). Section IV provides 
projections for calendar years 2020 through 2095. 
 
1. OASI Trust Fund 
Table III.A1 presents a statement of the income and cost of the Federal Old-Age and Survivors 
Insurance Trust Fund in calendar year 2019, and of the asset reserves in the fund at the beginning 
and end of the calendar year. As shown in this table, total trust fund income in 2019 amounted to 
$917.9 billion, while cost totaled $911.4 billion, an increase in trust fund reserves during 2019 of $6.5 
billion. 
 
Total income during calendar year 2019 included $808.0 billion in payroll tax contributions. These 
contributions include initial appropriations of payroll taxes, made on an estimated basis, and 
adjustments to appropriations for prior years to reflect actual tax income. The OASI fund paid the 
General Fund $2.9 billion for the estimated amount of employee payroll-tax refunds, partially 
offsetting these gross contributions. Employees who work for more than one employer during a year 
and pay contributions on total earnings in excess of the contribution and benefit base are eligible for 
such refunds. Net payroll tax contributions were therefore $805.1 billion in 2019. Net reimbursements 
from the General Fund of the Treasury amounted to $11 million in 2019. As shown in the table, 
almost all of that amount came from adjustments to prior year reimbursements based on Public Law 
111-312, the Tax Relief, Unemployment Insurance Reauthorization, and Job Creation Act of 2010, 
Public Law 112-78, the Temporary Payroll Tax Cut Continuation Act of 2011, and Public Law 112-96, 
the Middle Class Tax Relief and Job Creation Act of 2012. These acts specified General Fund 
reimbursement for temporary reductions in employee and self-employment payroll taxes for earnings 
in 2011 and 2012.  
 
Income to the OASI Trust Fund based on the taxation of OASI benefits amounted to $34.9 billion in 
2019. As first required by the 1983 Social Security Amendments, this income comes from two 
separate sources:  
(1) Federal income taxation on up to 50 percent of an individual’s or couple’s OASI benefits under 
certain circumstances, and  
(2) A tax withheld from the benefits paid to certain nonresident alien beneficiaries.  

http://www.ssa.gov/oact/ProgData/fundsQuery.html�
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Table III.A1 
Operations of the OASI Trust Fund, Calendar Year 2019  
[In millions] 
Total asset reserves, December 31, 2018a   $2,791,872 
Receipts: 
  Net payroll tax contributions: 
    Payroll tax contributionsb $8,007,973   

    
Payments from the General Fund of the Treasury for payroll tax 
contributions subject to refundb -2,882 

       Net payroll tax contributionsb   805,091 
  Reimbursements from the General Fund: 

    
Reduction in payroll tax contributions due to P.L. 111-312, P.L. 112-78, 
and P.L. 112-96b 11   

    Payroll tax credits due to P.L. 98-21b c
   

      Net General Fund reimbursementsb   11 
  Income based on taxation of benefit payments: 
    Withheld from benefit payments to nonresident aliens 228   
    All other, not subject to withholdingb 34,662   
      Total income from taxation of benefitsb   34,890 
  Investment income and interest adjustments:     
    Interest on investments 77,880   
    Interest adjustmentsd 1   
      Total investment income and interest adjustments   77,881 
  Gifts   c 

Total receipts   917,873 
Disbursements:     
  Benefit payments:     
    Monthly benefits and lump-sum death paymentsa e 902,833   
    Reimbursement from the General Fund for unnegotiated checks -36   

    
Payment for costs of vocational rehabilitation services for disabled 
beneficiaries 13   

      Net benefit paymentsa e   902,809 

  
Financial interchange with the Railroad Retirement “Social Security 
Equivalent Benefit Account”   4,880 

  Administrative expenses:     
    Costs incurred by:     
      Social Security Administration 3,343   
      Department of the Treasury 420   
    Offsetting miscellaneous receipts -1   
    Miscellaneous reimbursements from the General Fund f -5   
      Net administrative expenses   3,733 
Total disbursementsa   911,423 
Net increase in asset reservesa   6,450 
  Total invested assets 2,804,355   

  
Undisbursed balances g 
Undisbursed balances g -33   

Total asset reserves, December 31, 2019   2,804,322 
   

 
a Includes adjustments for prior calendar years. 
b Between -$0.5 and $0.5 million. 
c Includes: (1) interest on adjustments in the allocation of administrative expenses between the trust fund and the General Fund 
account for the Supplemental Security Income program, (2) interest arising from the revised allocation of administrative expenses 
among the trust funds, and (3) interest on certain reimbursements to the trust fund. 
d Includes net reductions for the recovery of overpayments. 
e Reimbursements for costs incurred in performing certain legislatively mandated activities not directly related to administering the 
OASI program. 

https://www.ssa.gov/oact/tr/2017/III_A_cyoper.html#2�
https://www.ssa.gov/oact/tr/2017/III_A_cyoper.html#3�
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f A negative balance represents a situation where the actual cash payments exceeded the amount of invested securities of the OASI 
Trust Fund that were redeemed to make such payments. In this situation, future redemption of additional invested securities will be 
required to pay for this shortfall. 
Note: Totals do not necessarily equal the sums of rounded components. 
 
For the direct Federal income tax portion, Treasury transfers estimated amounts to the OASI Trust 
Fund in advance at the beginning of each calendar quarter. Treasury makes subsequent adjustments 
based on the actual amounts shown on annual income tax records. There were no such adjustments 
made in 2019. The amount of income from direct Federal income taxation on OASI benefits 
constituted approximately 99 percent of income from benefit taxation. The remaining one percent of 
the income from benefit taxation is the amounts withheld from the benefits paid to nonresident aliens. 
 
In 2019, the OASI Trust Fund earned $77.9 billion in net interest, which consisted of:  
(1) interest earned on the investments held by the trust fund,  
(2) interest on adjustments in the allocation of administrative expenses between the trust fund and the 
General Fund account for the Supplemental Security Income program,  
(3) interest arising from the revised allocation of administrative expenses among the trust funds, and  
(4) interest on certain reimbursements to the trust fund. 
 
The remaining income, about $182 thousand, consisted of gifts received under the provisions 
authorizing the deposit of monetary gifts or bequests in the trust funds.  
 
Of the $911.4 billion in total OASI cost in 2019, $902.8 billion was for net benefit payments, including 
recovered overpayments, reimbursements from the General Fund for unnegotiated checks, and the 
reimbursable costs of vocational rehabilitation services.  Vocational rehabilitation services under the 
OASI program are furnished to disabled widow(er) beneficiaries and to those children of retired or 
deceased workers who receive benefits based on disabilities that began before age 22. The trust 
funds reimburse the providers of such services only in those cases where the services contributed to 
the successful rehabilitation of the beneficiary. 
 
Net benefit payments increased by 6.9 percent from calendar year 2018 to calendar year 2019. This 
increase is due primarily to: (1) an increase in the average number of beneficiaries during the year 
and (2) an increase in the average monthly benefit amount. The increase in the average benefit 
amount in 2019 was due in part to the automatic cost-of-living benefit increase of 2.8 percent which 
became effective for December 2018 under the automatic-adjustment provisions in section 215(i) of 
the Social Security Act. In addition, new beneficiaries tend to have higher monthly benefit amounts 
than previous beneficiary cohorts, because their initial benefits are based on average wages, which 
tend to rise faster than the cost of living. 
 
The Railroad Retirement Act requires an annual financial interchange between the Railroad 
Retirement program and the OASDI program. The purpose of the interchange is to put the OASI and  
DI Trust Funds in the same financial position in which they would have been had railroad employment 
always been covered directly by Social Security. The Railroad Retirement Board and the Social 
Security Administration calculated an interchange of $4.9 billion from the OASI Trust Fund to the 
Social Security Equivalent Benefit Account for June 2019. The remaining $3.7 billion of cost for the 
OASI Trust Fund was for net administrative expenses. The Social Security Administration charges 
administrative expenses incurred to administer the OASI program directly to the trust fund on an 
estimated basis. Periodically, as actual expenses are recorded, adjustments are made to the 
allocations of administrative expenses for prior periods. These adjustments affect the OASI Trust 
Fund, the DI Trust Fund, the Hospital Insurance (HI) Trust Fund, the Supplementary Medical 
Insurance (SMI) Trust Fund, and the General Fund account for the Supplemental Security Income 
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program, and include appropriate interest adjustments. As described earlier, the trust fund accounting 
records such interest adjustments under investment income. 
 
For 2019, the cost incurred by the Social Security Administration to administer the OASI program was 
90 percent of OASI net administrative expenses. The Social Security Administration charged such 
costs to the trust fund in the amount of $3.3 billion in 2019. In addition, the Department of the 
Treasury charged the trust fund $0.4 billion in 2019 for services provided in administering the OASI 
program. A relatively small offset to administrative expenses of $1 million in 2019 represents income 
from miscellaneous receipts due to the trust fund, which may include refunds, penalties, fees, and 
other receipts. Finally, the General Fund of the Treasury makes net reimbursements for 
administrative costs incurred by the Social Security Administration in performing certain legislatively 
mandated activities that are not directly related to paying OASI benefits. These reimbursements 
include $4 million in costs associated with union activities related to administering the OASI program 
and $1 million in costs of providing information to participants in certain pension plans in 2019. These 
miscellaneous reimbursements totaled $5 million in 2019. 
 
The asset reserves shown for the OASI Trust Fund at the end of calendar year 2019 totaled $2,804.3 
billion, consisting of $2,804.4 billion in U.S. Government obligations and, as an offset, an extension of 
credit of $33 million against securities to be redeemed within the first few days of the following year. 
The effective annual rate of interest earned by the reserves in the OASI Trust Fund during calendar 
year 2019 was 2.8 percent, slightly lower than the 2.9 percent earned during calendar year 2018. 
Table VI.A4, presented in appendix A, shows a detailed listing of OASI Trust Fund holdings by type of 
security, interest rate, and year of maturity at the end of calendar years 2018 and 2019. 
 
By law, the Department of the Treasury must invest trust fund reserves in interest-bearing securities 
backed by the full faith and credit of the United States Government. The securities currently held by 
the OASI Trust Fund are entirely special issue securities sold by the Treasury only to the trust funds. 
These special issues are of two types: short-term certificates of indebtedness and longer-term bonds. 
Daily trust fund tax income is invested in the short-term certificates of indebtedness which mature on 
the next June 30 following the date of issue. The trust fund normally acquires long-term special-issue 
bonds when special issue securities of either type mature on June 30 and must be reinvested. The 
amount of long-term bonds acquired on June 30 is equal to the amount of special issue securities 
maturing (including accrued interest earnings), plus tax income for that day, less amounts required to 
meet cost on that day. 
 
Section 201(d) of the Social Security Act provides that the obligations issued for purchase by the 
OASI and DI Trust Funds shall have maturities fixed with due regard for the needs of the funds. The 
usual practice has been to reinvest the maturing special issue securities, as of each June 30, so that 
the value of the total portfolio of special issue securities maturing in each of the next 15 years are 
approximately equal. Accordingly, the Department of the Treasury, in consultation with the Chief 
Actuary of the Social Security Administration, selected the amounts and maturity dates of the special-
issue bonds purchased on June 30, 2019, so that the maturity dates of the total portfolio of special 
issue securities would be spread evenly to the extent possible over the 15-year period 2020 through 
2034. The bonds purchased on that date have an interest rate of 2.250 percent, reflecting the 
average market yield, as of the last business day of the prior month, on all of the outstanding 
marketable U.S. obligations that are due or callable more than 4 years in the future. Table III.A7 
shows additional details on the investment transactions during 2019, including the amounts of bonds 
purchased on June 30, 2019. 
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2. DI Trust Fund 
Table III.A2 presents a statement of the income and cost of the Federal Disability Insurance Trust 
Fund in calendar year 2019, and of the asset reserves in the fund at the beginning and end of the 
calendar year. Line entries in the DI statement are similar to those in the OASI statement. The 
explanations of the OASI entries generally apply to DI as well. Of the $143.9 billion in total income, 
$139.4 billion was net payroll tax contributions. Net payroll tax contributions in 2019 decreased by 18 
percent from the level in 2018, largely due to the expiration of the payroll tax rate reallocation at the 
end of 2018.  
 
Of the $147.9 billion of total cost, $145.1 billion was net benefit payments. The total level of net 
benefit payments in 2019 increased by 1.0 percent from total net benefit payments paid in 2018, 
largely due to an increase in average benefit amounts and an offsetting decrease in the average 
number of beneficiaries. DI total cost exceeded non-interest income and total income in 2019. 
 
Table III.A2. 
Operations of the DI Trust Fund, Calendar Year 2019 
[In millions] 
Total asset reserves, December 31, 2018a   97,057 
Receipts:     
  Net payroll tax contributions:     
    Payroll tax contributionsb 140,060   

    
Payments from the General Fund of the Treasury for payroll tax contributions 
subject to refundb -683   

      Net payroll tax contributionsb   139,377 
  Reimbursements from the General Fund:     

    
Reduction in payroll tax contributions due to P.L. 111-312, P.L. 112-78, and 
P.L. 112-96b 2   

    Payroll tax credits due to P.L. 98-21b b
   

      Net General Fund reimbursementsb   2 
  Income based on taxation of benefit payments:     
    Withheld from benefit payments to nonresident aliens 4   
    All other, not subject to withholdingb 1,579   
      Total income from taxation of benefitsb   1583 
  Investment income and interest adjustments:     
    Interest on investments 2,937   
    Interest adjustmentsd 3   
      Total investment income and interest adjustments   2,940 
  Gifts   c 

Total income   159,996 
Cost:     
  Benefit payments:     
    Monthly benefits a e 145,049   
    Reimbursement from the General Fund for unnegotiated checks -20   
    Payment for costs of vocational rehabilitation services for disabled beneficiaries 92   
      Net benefit paymentsa e   145,121 

  
Financial interchange with the Railroad Retirement “Social Security Equivalent 
Benefit Account”   66 

  Administrative expenses:     
    Costs incurred by:     
      Social Security Administration 2,607   
      Department of the Treasury 72   
    Demonstration projects 13   
    Miscellaneous reimbursements from the General Fundf -3   
      Net administrative expenses   2,689 
Total disbursementsa   147,876 
Net increase in asset reservesa   -3974 
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  Total invested assets 93,138   
  Undisbursed balancesg -55   
Total asset reserves, December 31, 2016   93,083 
   

 
a Benefit payments which were scheduled to be paid on January 3, 2019 were actually paid on December 31, 2018 as 
required by the statutory provision for early delivery of benefit payments when the normal payment delivery date is a 
Saturday, Sunday, or legal public holiday. The amount of these payments made on an accelerated basis was 
approximately $6.1 billion. For comparability with the values for historical years and the projections in this report, all trust 
fund operations and asset reserves reflect the 12 months of benefits scheduled for payment in each year without regard to 
the accelerated payments described above. 
b Includes adjustments for prior calendar years. 
c Between -$0.5 and $0.5 million. 
d Includes: (1) interest on adjustments in the allocation of administrative expenses between the trust fund and the General 
Fund account for the Supplemental Security Income program, (2) interest arising from the revised allocation of 
administrative expenses among the trust funds, and (3) interest on certain reimbursements to the trust fund. 
e Includes net reductions for the recovery of overpayments. 
f Reimbursements for costs incurred in performing legislatively mandated activities not directly related to administering the 
DI program. 
g A negative balance represents a situation where the actual program cash expenditures exceeded the amount of 
invested securities of the DI Trust Fund that were redeemed to pay for such expenditures. In this situation, future 
redemption of additional invested securities will be required to pay for this shortfall. 
Note: Totals do not necessarily equal the sums of rounded components. 
 
During 2019, the reserves in the DI Trust Fund decreased by $4.0 billion, from $97.1 billion at the end 
of 2018 to $93.1 billion at the end of 2019. This $93.1 billion consisted of $93.1 billion in U.S. 
Government obligations and, as an offset, an extension of credit of $55 million against securities to be 
redeemed within the first few days of the following year. The effective annual rate of interest earned 
by the asset reserves in the DI Trust Fund during calendar year 2019 was 3.1 percent, which was the 
same as the 3.1 percent earned during calendar year 2018. Table VI.A5 shows a detailed listing of DI 
Trust Fund holdings by type of security, interest rate, and year of maturity at the end of calendar 
years 2018 and 2019.  
 
Section 201(d) of the Social Security Act provides that the Treasury securities issued for purchase by 
the OASI and DI Trust Funds shall have maturities fixed with due regard for the needs of the funds. 
Each year, bond purchases for each trust fund are made on June 30, taking into account the 
projected reserve depletion date in the most recently issued Trustees Report. The usual practice has 
been to reinvest the maturing special issue securities, as of each June 30, so that the values of the 
securities maturing in each of the next 15 years are approximately equal. Accordingly, the 
Department of the Treasury, in consultation with the Chief Actuary of the Social Security 
Administration, selected the amounts and maturity dates of the DI special-issue bonds purchased on 
June 30, 2019, so that the maturity dates of the total portfolio of special issue securities would be 
evenly spread to the extent possible over the 15-year period 2020-34. The bonds purchased have an 
interest rate of 2.250 percent, reflecting the average market yield, as of the last business day of the 
prior month, on the outstanding marketable U.S. obligations that are due or callable more than 4 
years in the future. Table III.A7 shows details on investment transactions during 2019. 
 
3. OASI and DI Trust Funds, Combined 
Table III.A3 presents a statement of the operations of the OASI and DI Trust Funds on a hypothetical 
combined basis.  The entries in this table represent the sums of the corresponding values from tables 
III.A1 and III.A2. The two preceding subsections that cover OASI and DI provide a description of the 
nature of these income and cost transactions.  The OASI and DI Trust Funds are distinct legal entities 
which operate independently. To illustrate the actuarial status of the program as a whole, the fund 
operations are often combined on a hypothetical basis. 
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Table III.A3. 
Operations of the Combined OASI and DI Trust Funds,  
Calendar Year 2019  
[In millions] 
Total asset reserves, December 31, 2018a   2,894,929 
Receipts:     
  Net payroll tax contributions:     
    Payroll tax contributionsb 948,033   

    
Payments from the General Fund of the Treasury for payroll tax 
contributions subject to refundb -3,565   

      Net payroll tax contributionsb   944,468 
  Reimbursements from the General Fund:     

    
Reduction in payroll tax contributions due to P.L. 111-312, P.L. 112-78, 
and P.L. 112-96b 13   

    Payroll tax credits due to P.L. 98-21b b
   

      Net General Fund reimbursementsb   13 
  Income based on taxation of benefit payments:     
    Withheld from benefit payments to nonresident aliens 232   
    All other, not subject to withholdingb 36,241   
      Total income from taxation of benefitsb   36,473 
  Investment income and interest adjustments:     
    Interest on investments 80,817   
    Interest adjustments d 4   
      Total investment income and interest adjustments   80,821 
  Gifts   b 

Total income   1,061,775 
Cost     
  Benefit payments:     
    Monthly benefits and lump-sum death paymentsa e 1,047,882   
    Reimbursement from the General Fund for unnegotiated checks -56   

    
Payment for costs of vocational rehabilitation services for disabled 
beneficiaries 105   

      Net benefit paymentsa e   1,047,930 

  
Financial interchange with the Railroad Retirement “Social Security 
Equivalent Benefit Account”   4,946 

  Administrative expenses:     
    Costs incurred by:     
      Social Security Administration 5,950   
      Department of the Treasury 468   
    Offsetting miscellaneous receipts -1   
    Demonstration projects 13   
    Miscellaneous reimbursements from the General Fundf -8   
      Net administrative expenses   6,422 
Total disbursementsa   1,059,299 
Net increase in asset reservesa   2,476 
  Total invested assetsa 2,897,493   
  Undisbursed balancesa g -88   
Total asset reserves, December 31, 2019a   2,897,405 
   
   
   
   
   

 
a Includes adjustments for prior calendar years. 
b Between -$0.5 and $0.5 million. 
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c Includes: (1) interest on adjustments in the allocation of administrative expenses between the trust funds and the 
General Fund account for the Supplemental Security Income program, (2) interest arising from the revised allocation of 
administrative expenses among the trust funds, and (3) interest on certain reimbursements to the trust funds. 
d Includes net reductions for the recovery of overpayments. 
e Reimbursements for costs incurred in performing certain legislatively mandated activities not directly related to 
administering the OASI and DI programs. 
f A negative balance represents a situation where the actual program cash expenditures exceeded the amount of invested 
securities of the OASI and DI Trust Funds that were redeemed to pay for such expenditures. In this situation, future 
redemption of additional invested securities will be required to pay for this shortfall. 
Note: Totals do not necessarily equal the sums of rounded components. 
 
Table III.A4 compares estimates of total income and total expenditures for calendar year 2019 from 
the 2015 through 2018 Trustees Reports to the corresponding actual amounts for 2019. 
 
Table III.A4 
Comparison of Actual Calendar Year 2019 Trust Fund Operations 
With Estimates Made in Prior Reports, Based on Intermediate Assumptions a 
 

[Amounts in billions] 

  
Total Income 

 
Total Cost 

  
Amount 

Difference 
from actual 
(percent) 

 
Amount 

Difference from 
actual (percent) 

 
ASI Trust Fund: 

       Estimate in 2015 report $1,005.4 9.5   $975.1 7.0 
  Estimate in 2016 report 963.4 5.0   935.5 2.6 
  Estimate in 2017 report 961.1 4.7   922.9 1.3 
  Estimate in 2018 report 918.1     908.5 -3 
  Estimate in 2019 report 917.6 -1.3   910.3 -.3 
  Actual amount 917.9 — 

 
911.4 — 

       
 
DI Trust Fund: 

  Estimate in 2015 report d
 d   173.3 17.2 

  Estimate in 2016 report 149.0 3.5   166.1 12.3 
  Estimate in 2017 report 149.8 4.1   158.7 7.3 
  Estimate in 2018 report 143.2 -.5   153.0 3.5 
  Estimate in 2019 report 143.4 -.4   149.8 1.3 
  Actual amount 143.9 — 

 
147.9 — 

       
       

 
OASI and DI Trust Funds, combined: 

  Estimate in 2015 report 1,150.9 8.4 
 

1,148.3 8.4 
  Estimate in 2016 report 1,112.4 4.8   1,101.6 4.0 
  Estimate in 2017 report 1,110.9 4.6   1,081.6 2.1 
  Estimate in 2018 report 1,061.4 c   1,061.5 2 
  Estimate in 2019 report 1,061.0 -1   1,060.0 .1 
  Actual amount 1,061.8 — 

 
1,059.3 — 

       
 

a Percentage differences are calculated prior to rounding. 
b “Actual” income for 2019 reflects adjustments to payroll tax contributions for prior calendar years (see appendix A for description of 
these adjustments). “Estimated” income also includes such adjustments, but on an estimated basis. 
c Between -0.05 and 0.05 percent. 
d In the annual report for 2015, the DI Trust Fund was projected to become depleted in calendar year 2016 under the intermediate 
assumptions. Under those circumstances, scheduled benefits could not be paid in full on a timely basis, so that certain projected items 
of income such as income from taxing benefits and interest on trust fund reserves could not be meaningfully projected. Accordingly, 
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total DI Trust Fund income was not reported for 2019 in the 2015 report. Following the tax rate reallocation enacted in the Bipartisan 
Budget Act of 2015, the DI Trust Fund was not projected to become depleted until after 2019 in the 2016 through 2019 reports, and 
thus an estimate for total income was reported. Appendix A presents a detailed description of the components of income and cost, 
along with complete historical values. 
 
A number of factors contribute to differences between estimates and subsequent actual amounts, 
including: (1) actual values for key demographic, economic, and other variables that differ from earlier 
assumed levels; and (2) legislation that was enacted or other administrative initiatives that were 
finalized after the Trustees completed their estimates. 
 
At the end of calendar year 2019, the OASDI program was providing monthly benefits to about 64.1 
million people. The OASI Trust Fund was providing benefits to about 54.1 million people and the DI 
Trust Fund was providing benefits to about 9.9 million people. The number of people receiving 
benefits from the OASI Trust Fund grew by 2.6 percent while the number of people receiving DI 
benefits fell by 2.3 percent during calendar year 2019. These changes are in large part due to the 
gradual aging of the population, with the earliest cohorts of the baby-boom generation now moving 
above normal retirement age, where DI benefits are no longer applicable. Table III.A5 shows the 
estimated distributions of benefit payments in calendar years 2018 and 2019, by type of beneficiary, 
for each trust fund separately. 
 
Table III.A5 
Distribution of Benefit Payments1 by Type of Beneficiary or Payment, Calendar Years 2018 
and 2019  
[Amounts in millions] 

  

Calendar year 2018 

  

Calendar year 2019 

Amount 
Percentage 
of total Amount 

Percentage 
of total 

Total OASDI benefit payments $988,580 100.0   $1,047,882 100.0 
  OASI benefit payments 844,924 85.5   902,833 86.2 
  DI benefit payments 143,656 14.5   145,049 13.8 
OASI benefit payments, total 844,924 100.0   902,833 100.0 
  Monthly benefits:           
    Retired workers and auxiliaries 723,542 85.6   777,258 86.1 
      Retired workers 686,099 81.2   737,809 81.7 
      Spouses 31,615 3.7   33,323 3.7 
      Children 5,828 .7   6,127 .7 
    Survivors of deceased workers 121,175 14.3   125,369 13.9 
      Aged widows and widowers 96,623 11.4   100,190 11.1 
      Disabled widows and widowers 2,372 .3   2,262 .3 
      Parents 20 a

   20 a 

      Children 20,660 2.4   21,310 2.4 

      
Widowed mothers and fathers  
caring for child beneficiaries 1,500 .2   1,488 .2 

  Lump-sum death payments  207 a 
  206 a 

DI benefit payments, total 143,656 100.0   145,049 100.0 
    Disabled workers 134,962 93.9   136,512 94.1 
    Spouses 536 .4   532 .4 
    Children 8,158 5.7   8,004 5.5 
        

 
a Less than 0.05 percent. 
Note: Benefits are monthly benefits and lump-sum death payments. Totals do not necessarily equal the sums of rounded 
components. 
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Net administrative expenses of the OASI and DI Trust Funds in calendar year 2019 totaled $6.4 
billion, equal to 0.6 percent each of total cost and total income. Table III.A6 shows corresponding 
percentages for each trust fund separately and for OASDI as a whole for the last 5 years. 
 
Table III.A6 
Administrative Expenses as a Percentage of Non-interest Income and of Total 
Expenditures, Calendar Years 2015-2019 

Calendar 
year 

OASI Trust Fund 

  

DI Trust Fund 

  

OASI and DI 
Trust Funds, 
combined 

Non-interest 
income 

Total 
expenditures 

Non-interest 
income 

Total 
expenditures 

Non-
interest 
income 

Total 
expenditures 

2015 0.4 0.4   2.4 1.9   0.7 0.7 
2016 .4 .4   1.7 1.9   .7 .7 
2017 .4 .4   1.6 1.9   .6 .7 
2018 .5 .4   1.7 1.9   .7 .7 
2019 .4 .4   1.9 1.8   .6 .6 
         
 
The acquisition and redemption of securities during calendar year 2019 changed the invested 
reserves of the OASI and DI Trust Funds. Table III.A7 presents investment transactions for each fund 
separately and combined. 
 
Table III.A7 
Trust Fund Investment Transactions, Calendar Year 2019 
[In millions] 

  
OASI 
Trust Fund 

DI 
Trust Fund 

OASI and DI 
Trust Funds, 
combined 

Invested asset reserves,  
December 31, 2018a b $2,797,974 $97,201 $2,895,175 
Acquisitions: 
  Special issues:       
    Certificates of indebtedness 879,249 143,004 1,022,253 
    Bondsc 190,718 20,940 211,658 
    Total acquisitions 1,069,967 163,944 1,233,911 
Redemptions: 
  Special issues:       
    Certificates of indebtedness 878,218 153,823 1,032,040 
    Bonds 185,368 14,184 199,553 
    Total redemptionsb 1,063,586 168,007 1,231,593 
Net increase in invested asset reservesb 6,381 -4,063 2,318 
Invested asset reserves,  
December 31, 2019a 2,804,355 93,138 2,897,493 
    

 
a Invested asset reserves differ from total asset reserves by the amount of undisbursed balances. See tables VI.A4 and VI.A5 for 
details. 
b Purchased on June 30, 2019. The interest rate on these purchases was 2.250 percent 
Note: Investments are shown at par value. Totals do not necessarily equal the sums of rounded components. 

 
Notes and Comments on this Section 
1 See www.ssa.gov/oact/ProgData/fundsQuery.html. 
2 In order to provide values that are comparable with other years, asset reserves shown for the end 
of 2018 reflect the 12 months of benefits scheduled for payment in 2018 and thus exclude the 
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benefits scheduled for payment on January 3, 2019, which were actually paid on December 31, 2018 
as required by the law. 
3 As noted in footnote a of table III.A1 and elsewhere in this report, benefit payments shown for 2016 
reflect the 12 months of benefits scheduled for payment in 2019 and thus include the benefits 
scheduled for payment on January 3, 2019, which were actually paid on December 31, 2018 as 
required by the law. 
4 Vocational rehabilitation services under the OASI program are furnished to disabled widow(er) 
beneficiaries and to those children of retired or deceased workers who receive benefits based on 
disabilities that began before age 22. The trust funds reimburse the providers of such services only in 
those cases where the services contributed to the successful rehabilitation of the beneficiary. 
5 As noted in footnote a of table III.A2, and elsewhere in this report, benefit payments shown for 2019 
reflect the 12 months of benefits scheduled for payment in 2019 and thus include the benefits 
scheduled for payment on January 3, 2019, which were actually paid on December 31, 2018 as 
required by the law. 
6 The OASI and DI Trust Funds are distinct legal entities which operate independently. To illustrate 
the actuarial status of the program as a whole, the fund operations are often combined on a 
hypothetical basis. 
 
B. SOCIAL SECURITY AMENDMENTS SINCE THE 2019 REPORT 
Since the Trustees submitted the 2019 report to Congress, there has been one change in law that is 
estimated to have a significant financial effect on the OASDI program. 
 
On December 20, 2019, Public Law 116-94 repealed a provision in the Affordable Care Act of 2010 
(ACA), which specified an excise tax on employer-sponsored group health insurance premiums 
above a specified level (commonly referred to as the “Cadillac” tax). The excise tax on employer-
sponsored group health insurance premiums, along with anticipated competitive premiums from 
health benefit exchanges, were expected to slow the growth in the average cost of insurance, thus 
increasing the share of employee compensation provided in wages subject to the Social Security 
payroll tax. Although the implementation of this provision was repeatedly delayed after 2010, each 
Trustees Report through the 2019 report reflected the Trustees’ assumption that the excise tax would 
eventually be applied.  
 
The repeal of this provision of the ACA therefore affects the Social Security program by decreasing 
the share of employee compensation that will be paid in wages covered by Social Security, resulting 
in slower growth in average real covered earnings and a significant negative financial effect on the 
OASDI program over both the short-range and long-range projection periods. This report also 
incorporates the effect of one new regulation that is estimated to have a small positive effect on the 
OASDI program. On February 25, 2020, the Social Security Administration published a final rule in 
the Federal Register that eliminates the inability to communicate in English as an educational 
category in the disability determination and medical review processes. This rule is estimated to 
reduce the number of disabled worker beneficiaries in the long-term by 0.25 percent. This regulation 
has a small but significant positive effect over the short-range period and a negligible positive effect 
over the long-range period. 
 
Finally, this report incorporates the effects of one change in policy that is estimated to have negligible 
effects over both the short-range and long-range projection periods. The Deferred Action for 
Childhood Arrivals, or DACA, policy was implemented on June 15, 2012, enabling certain other-than-
lawful-permanent-resident immigrants who entered the United States as children to receive 
employment authorization. DACA was rescinded by the Administration on September 5, 2017, 
directing a phase out of the program to be carried out over the following two years. As of the time this 
report was drafted, the phase out has been held up in the court system. This year’s report accordingly 
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assumes the phase out will be completed in 2022, one year later than assumed in last year’s report. 
Sections IV.A.4 and IV.B.6 of this report provide further description of the magnitude of effects on the 
financial status of the OASDI program. 
 
 
IV. ACTUARIAL ESTIMATES 
This chapter presents actuarial estimates of the future financial condition of the Social Security 
program. These estimates show the income, cost, and asset reserves or unfunded obligation of the 
OASI and DI Trust Funds:  
(1) in dollars over the 10-year short-range period; and  
(2) as a percentage of taxable payroll, as a percentage of gross domestic product, and in present-
value dollars over the 75-year long-range period.  
 
In addition, the chapter discusses a variety of measures of the adequacy of current program 
financing. This report distinguishes between:  
(1) the cost (obligations) of the program, which includes all past and future benefits scheduled under 
current law; and 
(2) expenditures, which include actual payments for the past plus only the portion of projected 
program cost that would be payable with the financing provisions in current law. 
 
This chapter presents the estimates and measures of trust fund financial adequacy for the short-
range period (2020 through 2029) first, followed by estimates and measures of actuarial status for the 
long-range period (2020 through 2094). Summary measures are also provided for trust fund status 
over the infinite horizon. As described in chapter II of this report, these estimates depend upon a 
broad set of demographic, economic, and programmatic factors. This chapter presents estimates 
under three sets of assumptions to show a wide range of possible outcomes, because assumptions 
related to these factors are subject to uncertainty. The intermediate set of assumptions, designated 
as alternative II, reflects the Trustees’ best estimate of future experience; the low-cost alternative I is 
significantly more optimistic and the high-cost alternative III is significantly more pessimistic for the 
trust funds’ future financial outlook. The tables of this report show the intermediate estimates first, 
followed by the low-cost and high-cost estimates. Chapter V describes these three sets of 
assumptions, along with the actuarial methods used to produce the estimates. Appendix D and 
appendix E present two additional methods to illustrate the uncertainty of the projections. Appendix D 
presents sensitivity analyses of the effects of variation in individual factors and appendix E presents 
probability distributions generated by a stochastic model. 
 
In this report, the DI Trust Fund reserve depletion date is again extended, as it was for the last four 
reports. The experience for disability beneficiaries and benefit levels following the economic 
recession of 2007-09 has not matched expectations. Initial disability applications to the states’ 
Disability Determination Services (DDS) declined by 4.3 percent in 2014, by 4.8 percent in 2015, by 
7.1 percent in 2016, by 4.1 percent in 2017, and by 4.8 percent in 2018. As a result, substantial 
revisions were made in each report from 2016 through 2019 to reflect the much lower-than-expected 
level of applications that had been realized. 
 
For 2019, the number of disability applications has remained relatively unchanged at the historically 
low level for 2018. The substantial decline in applications from 2010 to the level for 2018 and 2019, 
and the resulting declines in the number of disabled worker beneficiaries since 2013, have caused 
the annual cost of the DI program to become much closer to annual income, making the DI Trust 
Fund reserve depletion date very sensitive to small changes in income and cost. 
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In addition, the Trustees have changed the assumed ultimate age-sex adjusted incidence rate for this 
year’s report. The Trustees believe that the sustained drop in applications and incidence rates since 
2010 and the decline in the number of disabled worker beneficiaries since 2013 are in part due to 
structural changes in the nature of employment that will have persistent effects into the future. 
Therefore, the Trustees have reduced the assumed ultimate age-sex-adjusted incidence rate to 5.0 
per thousand exposed, down from the level of 5.2 per thousand for the 2019 report and 5.4 per 
thousand for the 2018 report. This change in the ultimate disability incidence rate, along with the 
more recent disability experience for 2019, the revised expectations for incidence through the period 
of transition to the ultimate assumed rate, and other changes in this year’s report, added another 13 
years to the projected DI Trust Fund reserve depletion date, from 2052 in last year’s report to 2065 
for this report. This continues the extension of the projected DI reserve depletion date beyond the 
projected OASI reserve depletion date, which occurred in last year’s report for the first time since the 
1983 Trustees Report. 
 
A. SHORT-RANGE ESTIMATES 
The Trustees consider the trust funds to be solvent at any point in time if the funds can pay scheduled 
benefits in full on a timely basis. A standard measure for assessing solvency is the “trust fund ratio,” 
which is the reserves in a fund at the beginning of a year (not including advance tax transfers) 
expressed as a percentage of the cost during the year. A positive trust fund ratio indicates that the 
trust fund was solvent at the end of the prior year. The trust fund ratio represents the proportion of a 
year’s cost which the reserves available at the beginning of that year can cover. The Trustees 
assume that a trust fund ratio of 100 percent of annual program cost provides a reasonable 
“contingency reserve.” Maintaining a reasonable contingency reserve is important because the trust 
funds do not have borrowing authority. After reserves are depleted, the trust funds would be unable to 
pay scheduled benefits in full on a timely basis if annual revenue were less than annual cost. 
 
Unexpected events, such as severe economic recessions, can quickly diminish reserves. In such 
cases, a reasonable contingency reserve can maintain the ability to pay scheduled benefits while 
giving lawmakers time to address possible changes to the program.  
 
The test of short-range financial adequacy applies to the OASI and DI Trust Funds individually and 
combined on a hypothetical basis.  The OASI and DI Trust Funds are distinct legal entities which 
operate independently. To illustrate the actuarial status of the program as a whole, the fund 
operations are often combined on a hypothetical basis.  
 
If the estimated trust fund ratio is at least 100 percent at the beginning of the projection period, the 
test requires that it remain at or above 100 percent throughout the 10-year period. If the ratio is 
initially less than 100 percent, then it must reach at least 100 percent within 5 years (without reserve 
depletion at any time during this period) and then remain at or above 100 percent throughout the 
remainder of the 10-year period. This test is applied using the estimates based on the intermediate 
assumptions. If either trust fund fails this test, then program solvency in the next 10 years is in 
question, and lawmakers should take prompt action to improve short-range financial adequacy. 
 
1. Operations of the OASI Trust Fund 
This subsection presents estimates, based on the assumptions described in chapter V, of the 
operations and financial status of the OASI Trust Fund for the period 2020 through 2029. These 
estimates assume that there are no further changes in the statutory provisions and regulations under 
which the OASDI program currently operates beyond the changes since last year’s report indicated in 
section III.B.  The estimates shown in this subsection reflect 12 months of scheduled benefits in each 
year of the short-range projection period. In practice, the actual payment dates have at times shifted 
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over calendar year boundaries as a result of the statutory requirement for early delivery of benefit 
payments when the normal check delivery date is a Saturday, Sunday, or legal public holiday. 
 
Table IV.A1 
Operations of the OASI Trust Fund, Calendar Years 2015-2029 

 

 
 

a Appendix A presents a detailed description of the components of income and cost, along with complete historical values. 
b Amounts for 2015 and 2016 are adjusted to include in 2016 operations those benefit payments regularly scheduled in the law to be 
paid on January 3, 2016, which were actually paid on December 31, 2015 as required by the statutory provision for early benefit 
payments when the normal delivery date is on a weekend or holiday. Such shifts in payments across calendar years have occurred in 
the past and will occur periodically in the future whenever January 3rd falls on a Sunday. In order to provide a consistent perspective on 
trust fund operations over time, all trust fund operations in each year reflect the 12 months of benefits that are regularly scheduled for 
payment in that year. 
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c Includes reimbursements from the General Fund of the Treasury to the OASI Trust Fund for: (1) the cost of payroll tax credits 
provided to employees in 1984 and self-employed persons in 1984-89 by Public Law 98-21; (2) the cost in 2009-17 of excluding certain 
self-employment earnings from SECA taxes under Public Law 110-246; and (3) payroll tax revenue forgone under the provisions of 
Public Laws 111-147, 111-312, 112-78, and 112-96. 
d Revenue from taxation of benefits is the amount that would be assessed on benefit amounts scheduled in the law.  
e The “Trust fund ratio” column represents reserves at the beginning of a year (which are identical to reserves at the end of the prior 
year shown in the “Amount at end of year” column) as a percentage of cost for the year. The trust fund ratio at the beginning of 2030 is 
projected to be 94 percent for the intermediate, 143 percent for the low-cost, and 43 percent for the high-cost assumptions. 
f Between -$50 million and $50 million 
Note: Totals do not necessarily equal the sums of rounded components. 
 
Estimates of the OASI Trust Fund operations presented in table IV.A1 indicate that the asset reserves 
of the OASI Trust Fund are projected to decrease in all years after 2020 under the intermediate 
assumptions, decrease in all years after 2021 under the low-cost assumptions, and decrease in all 
years through 2029 under the high-cost assumptions. Trust fund ratios decline throughout the 10-year 
projection period under all three sets of assumptions. Based on the intermediate assumptions, the 
reserves of the OASI Trust Fund drop below 100 percent of annual cost during 2029, to a trust fund 
ratio of 94 at the beginning of 2030. Consequently, the OASI Trust Fund fails the test of short-range 
financial adequacy. See figure IV.A1 for an illustration of these results. 
 
Figure IV.A1 
Short-Range OASI and DI Trust Fund Ratios 
[Asset reserves as a percentage of annual cost] 
 

 
 
The estimated income shown in table IV.A1 increases annually under each set of assumptions 
throughout the short-range projection period. The estimated increases in income result primarily from 
the projected increases in OASDI taxable payroll. Employment increases in every year through 2029 
for all three alternatives, with the exception of small decreases in covered employment in 2020 and 
2021 for the high-cost alternative: the number of covered workers increases under alternatives I, II, 
and III from 178 million during calendar year 2019 to about 190 million, 186 million, and 182 million, 
respectively, in 2029.1 The total annual amount of taxable payroll increases in every year through 
2029 for each alternative. Total taxable payroll increases from $7,643 billion in 2019 to $13,632 
billion, $11,629 billion, and $9,861 billion in 2029, on the basis of alternatives I, II, and III, 
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respectively.2 These increases in taxable payroll are due primarily to: (1) projected increases in 
employment levels as the working-age population increases; (2) trend increases in average earnings 
in covered employment (reflecting both real growth and price inflation); (3) increases in the 
contribution and benefit base under the automatic-adjustment provisions; and (4) growth in 
employment and average earnings. 
 
Interest earnings contribute to the overall projected level of trust fund income during this period. 
Interest income declines generally at a slow rate under the intermediate assumptions and much faster 
under the high-cost assumptions, and increases generally under the low-cost assumptions, due to the 
net effects of changes in reserve levels and the patterns of projected interest rates. Under the 
intermediate assumptions, interest also declines as a share of total OASI Trust Fund income reaching 
4 percent of total trust fund income for 2029, as compared to 8 percent for 2019. 
 
Rising OASI cost from 2019 through 2029 reflects automatic benefit increases as well as the upward 
trend in the number of beneficiaries and in the average monthly earnings underlying benefits. The 
steady growth in the number of OASI beneficiaries in the past and the expected future growth result 
both from the increase in the aged population and from the increase in the proportion of the 
population that is insured for benefits. The Treasury invests OASI income in financial securities, 
generally special public-debt obligations of the U.S. Government. The revenue used to make these 
purchases flows to the General Fund of the Treasury. The trust fund earns interest on these 
securities, and the Treasury invests the proceeds from maturing securities in new securities if not 
immediately needed to pay program costs. Program expenditures require the redemption of trust fund 
securities, generally prior to maturity, to cover the payments made by the General Fund of the 
Treasury on behalf of the trust fund. 
 
2. Operations of the DI Trust Fund 
Table IV.A2 shows the estimated operations and financial status of the DI Trust Fund during calendar 
years 2020 through 2029 under the three sets of assumptions, together with values for actual 
experience during 2015 through 2019. Non-interest income for DI was much higher in 2016 through 
2018 than in 2015, due to the temporary payroll tax rate reallocation from OASI to DI in these years. 
For 2019, non-interest income was less than DI cost. Noninterest income increases steadily 
throughout the short-range projection period under each alternative, with the exception of a small 
decrease in 2021 under the high-cost assumptions, due to most of the same factors described 
previously for the OASI Trust Fund beginning on page 44. DI cost grows steadily throughout the 
period under each alternative. Under the intermediate and low-cost assumptions, reserves increase 
through 2029. Under the high-cost assumptions, DI reserves decline until depletion in the fourth 
quarter of 2026. 
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Table IV.A2 
Operations of the DI Trust Fund, Calendar Years 2015-2029a 
 

 

 
 

a The DI Trust Fund reserves become depleted in the fourth quarter of 2021 under the high-cost assumptions. For any period during 
which reserves would be depleted, scheduled benefits could not be paid in full on a timely basis, income from taxing benefits would be 
less than would apply to scheduled benefits, and interest on trust fund reserves would be negligible. Appendix A presents a detailed 
description of the components of income and cost, along with complete historical values. 
b Amounts for 2015 and 2016 are adjusted to include in 2016 operations those benefit payments regularly scheduled in the law to be 
paid on January 3, 2016, which were actually paid on December 31, 2015 as required by the statutory provision for early benefit 
payments when the normal delivery date is on a weekend or holiday. Such shifts in payments across calendar years have occurred in 
the past and will occur periodically in the future whenever January 3rd falls on a Sunday. In order to provide a consistent perspective on 
trust fund operations over time, all trust fund operations in each year reflect the 12 months of benefits that are regularly scheduled for 
payment in that year. 
c Includes reimbursements from the General Fund of the Treasury to the DI Trust Fund for: (1) the cost of payroll tax credits provided to 
employees in 1984 and self-employed persons in 1984-89 by Public Law 98-21; (2) the cost in 2009-17 of excluding certain self-
employment earnings from SECA taxes under Public Law 110-246; and (3) payroll tax revenue forgone under the provisions of Public 
Laws 111-147, 111-312, 112-78, and 112-96. 
d Revenue from taxation of benefits is the amount that would be assessed on benefit amounts scheduled in the law. 
e The “Trust fund ratio” column represents reserves at the beginning of a year (which are identical to reserves at the end of the prior 
year shown in the “Amount at end of year” column) as a percentage of cost for the year. 
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f Between -$50 million and $50 million. 
g While the fund is depleted, values under current law would reflect permissible expenditures only, which would be less than the cost of 
scheduled benefits shown in this table. 
Note: Totals do not necessarily equal the sums of rounded components. 
 
For the future, DI cost is projected to increase in part due to increases in average benefit levels 
resulting from: (1) automatic benefit increases and (2) projected increases in the amounts of average 
monthly earnings on which benefits are based. Future changes in DI cost also reflect changes in the 
number of DI beneficiaries in current-payment status. In 2019, the number of DI beneficiaries in 
current-payment status continued the declining trend of the prior five years. Under the intermediate 
assumptions, that number of DI beneficiaries is projected to drop further through the end of 2022, 
then increase through the end of 2026 to a level slightly below 10 million, which it remains near 
through the rest of the short-range projection period. The rate of increase after 2022 is much slower 
than was experienced on average from 1990 to 2010, when the population with the highest disability 
prevalence rates was growing rapidly due to the aging of the baby-boom generation. See section 
V.C.5 for further details. 
 
At the beginning of calendar year 2020, the reserves of the DI Trust Fund represented 62 percent of 
estimated annual cost. Under the intermediate assumptions, DI total income exceeds total cost and 
trust fund reserves increase throughout the short-range projection period. The trust fund ratio drops to 
61 percent of annual cost at the beginning of 2021, then increases throughout the rest of the short-
range projection period. Because the reserves of the DI Trust Fund at the beginning of 2020 were 
less than the estimated annual cost for 2020, and are projected to remain below annual cost 
throughout the short-range period under the intermediate assumptions, the DI Trust Fund fails the 
Trustees’ test of short-range financial adequacy. 
 
3. Operations of the Combined OASI and DI Trust Funds 
Table IV.A3 shows the estimated operations and status of the combined OASI and DI Trust Funds for 
calendar years 2020 through 2029 under the three alternatives, together with actual experience in 
2015 through 2019. Income and cost for the OASI Trust Fund represent over 80 percent of the 
corresponding amounts for the combined OASI and DI Trust Funds. Therefore, based on the relative 
strength of the OASI Trust Fund over the next 10 years, the combined OASI and DI Trust Funds 
would have sufficient financial resources to pay all scheduled benefits through the end of the short-
range period, although it is important to note that under current law, one trust fund cannot share 
financial resources with another trust fund. However, the combined OASI and DI Trust Funds do not 
satisfy the test of short-range financial adequacy because trust fund reserves drop below 100 percent 
of annual cost during 2029, to a trust fund ratio of 94 percent at the beginning of 2030. 
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Table IV.A3 
Operations of the Combined OASI and DI Trust Funds, 
Calendar Years 2015-2029a 
 

 
 

 
 

a Appendix A presents a detailed description of the components of income and cost, along with complete historical 
values. 
b Amounts for 2015 and 2016 are adjusted to include in 2016 operations those benefit payments regularly scheduled in 
the law to be paid on January 3, 2016, which were actually paid on December 31, 2015 as required by the statutory 
provision for early benefit payments when the normal delivery date is on a weekend or holiday. Such shifts in payments 
across calendar years have occurred in the past and will occur periodically in the future whenever January 3rd falls on a 
Sunday. In order to provide a consistent perspective on trust fund operations over time, all trust fund operations in each 
year reflect the 12 months of benefits that are regularly scheduled for payment in that year. 
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c Includes reimbursements from the General Fund of the Treasury to the OASI and DI Trust Funds for: (1) the cost of 
benefits to certain uninsured persons who attained age 72 before 1968; (2) the cost of payroll tax credits provided to 
employees in 1984 and self-employed persons in 1984-89 by Public Law 98-21; (3) the cost in 2009-17 of excluding 
certain self-employment earnings from SECA taxes under Public Law 110-246; and (4) payroll tax revenue forgone under 
the provisions of Public Laws 111-147, 111-312, 112-78, and 112-96. 
d Revenue from taxation of benefits is the amount that would be assessed on benefit amounts scheduled in the law. 
e The “Trust fund ratio” column represents reserves at the beginning of a year (which are identical to reserves at the end 
of the prior year shown in the “Amount at end of year” column) as a percentage of cost for the year. 
f Between -$50 million and $50 million. 
Note: Totals do not necessarily equal the sums of rounded components. 
 
4. Factors Underlying Changes in 10-Year Trust Fund Ratio 
Estimates From the 2020 Report 
Table IV.A4 presents an analysis of the factors underlying the changes in the intermediate estimates 
over the short-range projection period for the OASI, DI, and the combined funds from last year’s 
report to this report. In the 2019 report under the intermediate assumptions, the trust fund ratio for 
OASI reached 138 percent at the beginning of 2028—the tenth projection year for that report. The 
change in the short-range valuation period alone, from 2019 through 2028 to 2020 through 2029, 
lowered the estimated trust fund ratio for the tenth year by 19 percentage points, to 119 percent. All 
other changes to reflect modifications in law and regulations since last year’s report, the most recent 
data, adjustments to the assumptions for future years, and changes in projection methods combined 
for a net decrease in the ratio for the tenth projection year of 4 percentage points. Therefore, the total 
change in the tenth year projected trust fund ratio from last year’s report to this year’s report is a 
reduction of 23 percentage points to 115 percent. 
 
The repeal in P.L. 116-94 of the excise tax provision of the Affordable Care Act discussed in III.B, 
which affects the Social Security program by decreasing the share of employee compensation that 
will be paid in wages covered by Social Security, reduced the tenth year OASI trust fund ratio by 1 
percentage point. Changes in demographic assumptions over the short-range period increased the 
projected tenth year trust fund ratio for OASI by 3 percentage points. Several changes in economic 
data and assumptions combined to cause a net reduction in the OASI trust fund ratio of 7 percentage 
points by the beginning of 2029. Incorporating recent programmatic data resulted in an increase of 1 
percentage point in the tenth year OASI trust fund ratio. Finally, the tenth year trust fund ratio was not 
affected significantly by changes in the short-range methodology for this report. Table IV.A4 also 
shows corresponding estimates of the factors underlying the changes in the financial projections for 
the DI Trust Fund and for the combined OASI and DI Trust Funds.  
 
The 19-percentage-point increase in the DI trust fund ratio from the beginning of 2028 in last year’s 
report to the beginning of 2029 in this year’s report is the net effect of increases and decreases from 
the factors described above for the OASI Trust Fund, combined with other changes that are 
significant for DI but not OASI. First, the large increase of 26 points due to programmatic data and 
assumptions reflects lower estimated disabled-worker incidence rates throughout the short-range 
projection period, incorporating both more favorable recent experience and the lower ultimate 
disabled worker incidence rate assumption in this report. The second is an improvement in the 
method for projecting average monthly benefit amounts awarded to disabled workers, which 
decreased the DI trust fund ratio for 2029 by 2 percentage points. Finally, a regulation change 
eliminating the inability to communicate in English as an educational category in the disability 
determination and medical review processes, partially offset by the effect of P.L. 116-94 described in 
the OASI section, increased the tenth year DI Trust Fund ratio by 1 percentage point. 
 
 
 
 

https://www.ssa.gov/oact/tr/2017/IV_A_SRest.html#wwfootnote_inline_28�
https://www.ssa.gov/oact/tr/2017/IV_A_SRest.html#wwfootnote_inline_29�
https://www.ssa.gov/oact/tr/2017/IV_A_SRest.html#wwfootnote_inline_30�
https://www.ssa.gov/oact/tr/2017/IV_A_SRest.html#wwfootnote_inline_31�


 53 

 
 
Table IV.A4 
Reasons for Change in Trust Fund (Unfunded Obligation) Ratios at the Beginning of the Tenth Year of Projection 
Under Intermediate Assumptions 
 

 
 

1 Figures for DI, and OASI and DI combined, are hypothetical because the DI Trust Fund reserves are depleted before 
the beginning of the tenth year under the assumptions of last year’s report. The magnitudes of the negative values for DI 
represent the ratios of the unfunded obligation at the beginning of the tenth year to cost for that year. 
2 Between -0.5 and 0.5 percent. 
Note: Totals do not necessarily equal the sums of rounded components. 

 
Section Notes 
• The OASI and DI Trust Funds are distinct legal entities which operate independently. To illustrate 

the actuarial status of the program as a whole, the fund operations are often combined on a 
hypothetical basis. 

• The estimates shown in this subsection reflect 12 months of scheduled benefits in each year of 
the short-range projection period. In practice, the actual payment dates have at times shifted over 
calendar year boundaries as a result of the statutory requirement for early delivery of benefit 
payments when the normal check delivery date is a Saturday, Sunday, or legal public holiday. 

• For an explanation of the interrelationship between the Medicare and Social Security trust funds 
and the overall Federal budget, see appendix F of the 2017 Medicare Trustees Report. 

 
B. LONG-RANGE ESTIMATES 
The Trustees use three types of financial measures to assess the actuarial status of the Social 
Security trust funds under the financing approach specified in current law: 
(1) annual cash-flow measures, including income rates, cost rates, and balances; 
(2) trust fund ratios; and  
(3) summary measures such as actuarial balances and unfunded obligations. 
 
The difference between the annual income rate and annual cost rate, both expressed as percentages 
of taxable payroll, is the annual balance. The level and trend of the annual balances at the end of the 
75-year projection period are factors that the Trustees use to assess the financial condition of the 
program. The trust fund ratio for a year is the proportion of the year’s projected cost that could be 
paid with fund reserves available at the beginning of the year. Critical factors considered by the 
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Trustees in assessing actuarial status include: (1) the level and year of maximum trust fund ratio, (2) 
the year of depletion of the fund reserves and the percent of scheduled benefits that is still payable 
after reserves are depleted, and (3) the stability of the trust fund ratio at the end of the long-range 
period. 
 
Solvency at any point in time requires that sufficient financial resources are available to pay all 
scheduled benefits at that time. Solvency is generally indicated by a positive trust fund ratio. 
“Sustainable solvency” for the financing of the program under a specified set of assumptions is 
achieved when the projected trust fund ratio is positive throughout the 75-year projection period and 
is either stable or rising at the end of the period. The Trustees summarize the total income and cost 
over valuation periods that extend through 75 years and over the infinite horizon.1 This section 
presents several summarized measures, including the actuarial balance and the open-group 
unfunded obligation. The actuarial balance indicates the size of any surplus or shortfall as a 
percentage of the taxable payroll over the period. The open-group unfunded obligation indicates the 
size of any shortfall in present-value dollars. 
 
This section also includes additional information that the Trustees use to assess the financial status 
of the Social Security program, including: (1) a comparison of the number of beneficiaries to the 
number of covered workers, (2) the test of long-range close actuarial balance, and (3) the reasons for 
the change in the actuarial balance from the last report. 
 
1. Annual Income Rates, Cost Rates, and Balances 
The concepts of income rate and cost rate, expressed as percentages of taxable payroll, are 
important in the consideration of the long-range actuarial status of the trust funds. The annual income 
rate is the ratio of all non-interest income to the OASDI taxable payroll for the year. Non-interest 
income includes payroll taxes, taxes on scheduled benefits, and any General Fund transfers or 
reimbursements. The OASDI taxable payroll consists of the total earnings subject to OASDI taxes 
with some relatively small adjustments. Adjustments include adding deemed wage credits based on 
military service for 1983-2001 and reflecting the lower effective tax rates (as compared to the 
combined employee-employer rate) that apply to multiple-employer “excess wages.” Lower rates also 
applied to net earnings from self-employment before 1984 and to income from tips before 1988. 
 
The annual cost rate is the ratio of the cost of the program to the taxable payroll for the year. The cost 
includes scheduled benefits, administrative expenses, net interchange with the Railroad Retirement 
program, and payments for vocational rehabilitation services for disabled beneficiaries. For any year, 
the annual income rate minus the annual cost rate is the annual “balance” for the year. 
 
Table IV.B1 presents a comparison of the estimated annual income rates and cost rates by trust fund 
and alternative. Table IV.B2 shows the separate components of the annual income rates. Under the 
intermediate assumptions, the Trustees project that the OASI income rate will increase from 10.99 
percent of payroll for 2019 to 11.17 percent of payroll for 2020. The income rate increases in 2020 
because of an adjustment made to previous years’ estimates of payroll tax contributions. After 
declining in 2021, the OASI income rate then generally rises at a very gradual rate to 11.58 percent of 
taxable payroll for 2094. Income from taxation of benefits causes a gradual increase in the OASI 
income rate for two main reasons: (1) total scheduled benefits are rising faster than payroll; and (2) 
the ratio of total income tax on benefits to total benefits increases over time. 
 
From 2020 to 2038, the OASI cost rate rises rapidly because the retirement of the baby-boom 
generation will continue to increase the number of beneficiaries much faster than the number of 
workers increases, as subsequent lower-birth-rate generations replace the baby-boom generation at 
working ages. From 2040 to 2051, the cost rate declines because the aging baby-boom generation is 
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gradually replaced at retirement ages by the lower-birth-rate generations that followed. The OASI cost 
rate rises from 14.81 percent in 2051 to 16.20 percent in 2078, then generally declines to 15.89 
percent in 2094. 
 
Projections of income rates under the low-cost and high-cost sets of assumptions are similar to those 
projected for the intermediate assumptions, because income rates are largely a reflection of the 
payroll tax rates specified in the law, with the changes from taxation of benefits noted above. In 
contrast, OASI cost rates for the low-cost and high-cost assumptions are significantly different from 
those projected for the intermediate assumptions. For the low-cost assumptions, the OASI cost rate 
rises from 11.84 percent in 2020 until it peaks in 2034 at 12.84 percent of payroll. The cost rate then 
declines to 11.98 percent for 2055, rises to 12.27 percent for 2074, and mostly declines to 11.53 
percent in 2094, at which point the income rate reaches 11.30 percent. For the high-cost 
assumptions, the OASI cost rate rises throughout the 75-year period. It rises relatively rapidly through 
about 2040 because of the aging of the baby-boom generation. Thereafter, the cost rate continues to 
rise and reaches 22.63 percent of payroll for 2094, at which point the income rate reaches 12.00 
percent. 
 
Table IV.B1. 
Annual Income Rates, Cost Rates, and Balances, Calendar Years 1990-2095 
[As a percentage of taxable payroll] 
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a Income rates include certain reimbursements from the General Fund of the Treasury. 
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b Benefit payments scheduled to be paid on January 3 are actually paid on December 31 as required by the statutory 
provision for early delivery of benefit payments when the normal payment delivery date is a Saturday, Sunday, or legal 
public holiday. For comparability with the values for historical years and the projections in this report, all trust fund 
operations and asset reserves reflect the 12 months of benefits scheduled for payment each year. 
c Between -0.005 and 0 percent of taxable payroll. 
d The annual balance is projected to be negative for a temporary period and return to positive levels before the end of the 
projection period  
 
Notes: 
1. The income rate excludes interest income. 
2. Revisions of taxable payroll may change some historical values. 
3. Totals do not necessarily equal the sums of rounded components. 
 
The pattern of the projected OASI annual balance is important in the analysis of the financial 
condition of the program. Under the intermediate assumptions, the annual balance is negative 
throughout the projection period. The annual deficit rises relatively rapidly from 0.88 percent for 2020 
to 3.54 percent for 2040. It then declines to 3.32 percent of payroll for 2051, rises to 4.61 percent for 
2078, and generally declines thereafter, reaching 4.31 percent of taxable payroll for 2094. Under the 
low-cost assumptions, the OASI annual deficit decreases from 0.93 percent of payroll in 2019 to 0.76 
percent in 2020, and then generally rises to 1.50 percent of payroll for 2034. After 2034, the annual 
deficit declines to 0.66 percent of payroll for 2055, rises to 0.93 percent in 2074, and then mostly 
declines until reaching 0.23 percent of payroll in 2094. Under the high-cost assumptions, the OASI 
balance worsens throughout the projection period. Annual deficits rise to 3.18 percent for 2025, 6.64 
percent for 2050, and 10.63 percent of payroll for 2094. 
 
Under the intermediate assumptions, the projected DI cost rate declines from 1.93 percent for 2019 to 
1.72 percent for 2031. After 2031, the DI cost rate increases gradually to 2.00 percent for 2055. 
Thereafter, the cost rate remains relatively stable, decreasing slowly to 1.95 percent for 2080, then 
increasing to 2.04 percent for 2094. The projected DI income rate is relatively stable throughout the 
projection period, reaching 1.84 percent for 2094. The annual balance is negative through 2021 
before becoming positive in 2022, reaching a peak of 0.11 percent of payroll for 2031. The annual 
balance then declines and becomes negative in 2041. After 2041, the DI annual deficit increases to 
0.16 percent in 2055, generally decreases to 0.11 percent in 2080, and then increases to 0.20 
percent of payroll for 2094. 
 
Under the low-cost assumptions, the projected DI cost rate declines from 1.82 percent of payroll for 
2020 to 1.29 percent for 2035, and generally increases to 1.37 percent for 2052. The cost rate 
remains relatively stable thereafter, reaching 1.40 percent for 2094. The annual balance is negative 
for 2020 and positive throughout the remainder of the long-range period. Under the high-cost 
assumptions, the DI cost rate rises from 1.93 percent of payroll in 2020 to 2.81 percent in 2056 and 
remains relatively stable thereafter, reaching 2.85 percent for 2094. The annual deficit is negative 
throughout the projection period, reaching 0.23 percent for 2025, 0.88 percent for 2050, and 1.00 
percent for 2094. 
 
Figure IV.B1 shows the patterns of the historical and projected OASI and DI annual cost rates. 
Annual DI cost rates rose substantially between 1990 and 2010 in large part due to: (1) aging of the 
working population as the baby-boom generation moved from ages 25-44 in 1990, where disability 
prevalence is low, to ages 45-64 in 2010, where disability prevalence is much higher; (2) a substantial 
increase in the percentage of women insured for DI benefits as a result of increased and more 
consistent rates of employment; and (3) increased disability incidence rates for women to a level 
similar to those for men by 2010. As of 2010, these three factors have largely stabilized. Other factors 
that are not yet fully understood have caused age-sex-adjusted incidence rates and cost rates to 
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decline after 2010. The patterns in projected OASI and DI cost rates are described earlier in this 
chapter. 
 
Figure IV.B1 shows only the income rates for alternative II because the variation in income rates by 
alternative is very small. Income rates generally increase slowly for each of the alternatives over the 
long-range period. Taxation of benefits, which is a relatively small portion of income, is the main 
source of both the increases in the income rate and the variation among the alternatives. Table IV.B1 
shows the annual balances for OASI, DI, and OASDI. The pattern of the annual balances is important 
to the analysis of the financial condition of the Social Security program as a whole. As seen in figure 
IV.B1, the magnitude of each of the positive balances is the distance between the appropriate cost-
rate curve and the income-rate curve above it. The magnitude of each of the deficits is the distance 
between the appropriate cost-rate curve and the income-rate curve below it. Annual balances follow 
closely the pattern of annual cost rates after 1990 because the payroll tax rate does not change for 
the OASDI program, with only small variations in the allocation between DI and OASI except for 
changes due to the 1994 and the 2016 through 2018 payroll tax rate reallocations. In the future, the 
costs of OASI, DI, and the combined OASDI programs as a percentage of taxable payroll are unlikely 
to fall outside the range encompassed by alternatives I and III because alternatives I and III define a 
wide range of demographic and economic conditions. 
 
Figure IV.B1.—Long-Range OASI and DI Annual Income Rates and Cost Rates 
[As a percentage of taxable payroll] 

 
Long-range OASDI cost and income are most often expressed as percentages of taxable payroll. 
However, the Trustees also present cost and income as shares of gross domestic product (GDP), the 
value of goods and services produced during the year in the United States. Under alternative II, the 
Trustees project OASDI cost to increase from about 5.0 percent of GDP for 2020 to about 5.9 percent 
for 2038. After 2038, OASDI cost as a percentage of GDP declines to a low of about 5.8 percent for 
2053, increases to a peak of 6.0 percent for 2077, and thereafter generally decreases slowly, 
reaching about 5.9 percent by 2094. Appendix G presents full estimates of income and cost relative 
to GDP. 
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Table IV.B2 contains historical and projected annual income rates and their components by trust fund 
and alternative. The annual income rates consist of the scheduled payroll tax rates, the rates of 
income from taxation of scheduled benefits, and the rates of income from General Fund 
reimbursements. Projected income from taxation of benefits increases over time. 
 
Table IV.B2 
Components of Annual Income Rates, Calendar Years 1990-2095 
[As a percentage of taxable payroll] 
 

 
 



 60 

 
 

a Revenue from taxation of benefits is the amount that would be assessed on benefit amounts scheduled in the law. 
b Includes payroll tax revenue forgone under the provisions of Public Laws 111-147, 111-312, 112-78, and 112-96, and other 
miscellaneous reimbursements. 
c Values exclude interest income. 
d Between 0 and 0.005 percent of taxable payroll. 
Note: Totals do not necessarily equal the sums of rounded components. 
 
2. Comparison of Workers to Beneficiaries 
Under the intermediate assumptions, the Trustees project that the OASDI cost rate will rise rapidly 
between 2020 and 2038, primarily because the number of beneficiaries rises much more rapidly than 
the number of covered workers as the baby-boom generation retires. The ratio of OASDI 
beneficiaries to workers is dominated by the OASI program because all workers eventually die or 
retire, but only a relatively small minority become disabled. The trends described below are primarily 
due to demographic changes and thus affect the DI program roughly 20 years earlier than the OASI 
and OASDI programs. The baby-boom generation had lower fertility rates than their parents, and the 
Trustees expect that lower fertility rates will persist for all future generations; therefore, the ratio of 
OASDI beneficiaries to workers will rise rapidly and reach a permanently higher level after all of the 
baby-boom generation has retired. Due to increasing longevity, the ratio of beneficiaries to workers 
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will generally rise slowly thereafter. Table IV.B3 provides a comparison of the numbers of covered 
workers and beneficiaries. 
 
Table IV.B3 
Covered Workers and Beneficiaries, Calendar Years 1945-2095 
Beneficiariesb (in thousands) 
 

 
 

https://www.ssa.gov/oact/tr/2017/IV_B_LRest.html#24�
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1 Workers who are paid at some time during the year for employment on which OASDI taxes are due. 
2 Beneficiaries with monthly benefits in current-payment status as of June 30. 
3 This column is the sum of OASI and DI beneficiaries. A small number of beneficiaries receive benefits from both funds. 
Notes: 
1. The number of beneficiaries does not include uninsured individuals who received benefits under Section 228 of the 
Social Security Act. The General Fund of the Treasury reimbursed the trust funds for the costs of most of these 
individuals. 
2. Historical covered worker and beneficiary data are subject to revision. 
3. Totals do not necessarily equal the sums of rounded components. 
 
The effect of the demographic shift under the three alternatives on the OASDI cost rates is clear 
when one considers the projected number of OASDI beneficiaries per 100 covered workers. 
Compared to the 2019 level of 36 beneficiaries per 100 covered workers, the Trustees project that 

https://www.ssa.gov/oact/tr/2017/IV_B_LRest.html#wwfootnote_inline_23�
https://www.ssa.gov/oact/tr/2017/IV_B_LRest.html#wwfootnote_inline_24�
https://www.ssa.gov/oact/tr/2017/IV_B_LRest.html#wwfootnote_inline_25�
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this ratio rises to 45 by 2038 under the intermediate assumptions because the growth in beneficiaries 
greatly exceeds the growth in workers. By 2095, this projected ratio rises further under the 
intermediate and high-cost assumptions, reaching 48 under the intermediate assumptions and 61 
under the high-cost assumptions. Under the low-cost assumptions, this ratio rises to 42 by 2038 and 
then generally declines, reaching 39 by 2095. Figure IV.B2 shows beneficiaries per 100 covered 
workers. 
 
For each alternative, the curve in figure IV.B2 is strikingly similar to the corresponding cost-rate curve 
in figure IV.B1. This similarity emphasizes the extent to which the cost rate is determined by the age 
distribution of the population. The cost rate is essentially the product of the number of beneficiaries 
and their average benefit, divided by the product of the number of covered workers and their average 
taxable earnings. For this reason, the pattern of the annual cost rates is similar to that of the annual 
ratios of beneficiaries to workers. 
 
Table IV.B3 also shows the number of covered workers per OASDI beneficiary, which was about 2.8 
for 2019. Under the intermediate assumptions, this ratio declines generally throughout the long-range 
period, reaching 2.2 for 2038 and 2.1 by 2095. Under the low-cost assumptions, this ratio declines to 
2.4 for 2038, then generally rises to 2.6 by 2095. Under the high-cost assumptions, this ratio 
decreases steadily to 1.6 by 2095. 
 
3. Trust Fund Ratios and Test of Long-Range Close Actuarial Balance 
Trust fund ratios are critical indicators of the adequacy of the financial resources of the Social 
Security program. The trust fund ratio for a year is the amount of asset reserves in a fund at the 
beginning of a year expressed as a percentage of the cost for the year. Under present law, the OASI 
and DI Trust Funds do not have the authority to borrow other than in the form of advance tax 
transfers, which are limited to expected taxes for the current calendar month. If reserves held in either 
trust fund become depleted during a year, and continuing revenue falls short of the cost of scheduled 
benefits, then full scheduled benefits would not be payable on a timely basis. For this reason, the 
trust fund ratio is a critical financial measure. 
 
The trust fund ratio serves an additional important purpose in assessing the actuarial status of the 
program. If the projected trust fund ratio is positive throughout the period and is either level or 
increasing at the end of the period, then projected adequacy for the long-range period is likely to 
continue for subsequent reports. Under these conditions, the program has achieved sustainable 
solvency. 
 
Table IV.B4 shows the Trustees’ projections of trust fund ratios by alternative, without regard to 
advance tax transfers that would be effected, for the separate and combined OASI and DI Trust 
Funds. The table also shows the years of trust fund reserve depletion and the percentage of 
scheduled benefits that would be payable thereafter, by alternative. Under the intermediate 
assumptions, the OASI trust fund ratio is projected to decline from 291 percent at the beginning of 
2020 until the trust fund reserves become depleted in 2034 (the same year as in last year’s report), at 
which time 76 percent of scheduled benefits would be payable. The DI trust fund ratio decreases from 
62 percent at the beginning of 2020 to 61 percent in 2021. After 2021, the DI trust fund ratio 
increases for a time, reflecting the period of recent and near-term expected low incidence rates, 
reaching a peak of 143 percent by 2041. The ratio then declines until the trust fund reserves become 
depleted in 2065 (13 years later than projected in last year’s report). At that time, 92 percent of 
scheduled benefits would be payable. The difference in depletion year from last year’s report is 
largely due to a lower assumed ultimate disability incidence rate. See page 39 for additional details.  
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Under the intermediate assumptions, the trust fund ratio for the combined OASI and DI Trust Funds 
declines from 261 percent at the beginning of 2020 until the combined fund reserves become 
depleted early in 2035 (the same year as projected in last year’s report), at which time 79 percent of 
scheduled benefits would be payable. 
 
Figure IV.B2. 
Number of OASDI Beneficiaries Per 100 Covered Workers 
 

 
Under the low-cost assumptions, the trust fund ratio for the DI program increases throughout the 
projection period, from 63 percent at the beginning of 2020 to the extremely high level of 2,846 
percent for 2095. For the OASI program, the trust fund ratio declines steadily, from 291 percent for 
2020 until the reserves become depleted in 2043, at which time 90 percent of scheduled benefits 
would be payable. For the combined OASDI program, the trust fund ratio declines from 261 percent 
for 2020 until the combined fund reserves become depleted in 2079. However, the trust funds would 
have sufficient income by the end of 2088 to permit full payment of scheduled benefits thereafter and 
also to pay in arrears the temporary shortfalls between 2079 and 2088. By 2089, trust fund reserves 
become positive and the trust fund ratio increases thereafter, to a ratio of 13 percent in 2095. 
Because the DI trust fund ratio is positive throughout the projection period and increasing at the end 
of the period, under the low-cost assumptions, only the DI program achieves sustainable solvency. 
 
Under the high-cost assumptions, the OASI trust fund ratio declines from 291 percent for 2020 until 
reserves become depleted in 2031, at which time 69 percent of scheduled benefits would still be 
payable. The DI trust fund ratio declines from 62 percent for 2020 until the reserves become depleted 
in 2026. At that time, 88 percent of scheduled benefits would still be payable. 
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Table IV.B4 
Trust Fund Ratios, Calendar Years 2017-2095a 
[In percent] 
 

 
 

a Benefit payments scheduled to be paid on January 3 are actually paid on December 31 as required by the statutory provision for early 
delivery of benefit payments when the normal payment delivery date is a Saturday, Sunday, or legal public holiday. For comparability 
with the values for historical years and the projections in this report, all trust fund ratios reflect the 12 months of benefits scheduled for 
payment each year. 
b Trust fund reserves would be depleted at the beginning of this year. 
c Trust fund reserves would not be depleted within the projection period. 
d Trust fund reserves would be depleted for a temporary period, and return to positive levels before the end of the period. 
Note: The ratios shown for the combined trust funds for years after reserve depletion of either the DI or OASI Trust Fund 
are hypothetical. 
 
The combined OASI and DI trust fund ratio declines from 260 percent for 2020 until reserves become 
depleted in 2031, at which time 71 percent of scheduled benefits would still be payable. The Trustees 
project trust fund reserve depletion within the 75-year projection period with the exception of the DI 
Trust Fund under the low-cost assumptions. It is therefore very likely that lawmakers will need to 
increase income, reduce program costs, or both, in order to maintain solvency for the trust funds. The 
stochastic projections discussed in appendix E suggest that trust fund reserve depletion is highly 
probable before mid-century. Even under the high-cost assumptions, however, the combined OASI 

https://www.ssa.gov/oact/tr/2017/IV_B_LRest.html#32�
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and DI Trust Fund reserves on hand plus their estimated future income are sufficient to fully cover 
their combined cost until 2031. Under the intermediate assumptions, the combined starting fund 
reserves plus estimated future income are sufficient to fully cover cost until 2035. In the 2019 report, 
the Trustees projected that the combined trust fund reserves would become depleted in 2030 and 
2035 under the high-cost and intermediate assumptions, respectively, and would achieve sustainable 
solvency under the low-cost assumptions.  
 

Figure IV.B3 
Long-Range OASI and DI Trust Fund Ratios 
[Asset reserves as a percentage of annual cost] 
 

 
Figure IV.B3 illustrates the trust fund ratios for the separate OASI and DI Trust Funds for each of the 
alternative sets of assumptions. DI Trust Fund status is more uncertain than OASI Trust Fund status 
because there is a high degree of uncertainty associated with future disability prevalence. A graph of 
the trust fund ratios for the combined trust funds appears in figure II.D6. 
 
4. Summarized Income Rates, Summarized Cost Rates, and Actuarial Balances 
Summarized values for the full 75-year period are useful in analyzing the program’s long-range 
financial adequacy over the period as a whole, both under present law and under proposed 
modifications to the law. All annual amounts included in a summarized value are present-value 
discounted to the valuation date. It is important to note that the actuarial balance indicates the 
solvency status of the fund only for the very end of the period. 
 
Table IV.B5 presents summarized income rates, summarized cost rates, and actuarial balances for 
25-year, 50-year, and 75-year valuation periods. Summarized income rates are the sum of the 
present value of non-interest income for a period (which includes scheduled payroll taxes, the 
projected income from the taxation of scheduled benefits, and reimbursements from the General 
Fund of the Treasury) and the starting trust fund asset reserves, expressed as a percentage of the 
present value of taxable payroll over the period. Under current law, the total OASDI payroll tax rate 
will remain at 12.4 percent in the future. In contrast, the Trustees expect income from taxation of 
benefits, expressed as a percentage of taxable payroll, to increase in most years of the long-range 
period for the two reasons discussed earlier. Summarized cost rates are the sum of the present value 
of cost for a period (which includes scheduled benefits, administrative expenses, net interchange with 



 67 

the Railroad Retirement program, and payments for vocational rehabilitation services for disabled 
beneficiaries) and the present value of the cost of reaching a target trust fund of 100 percent of 
annual cost at the end of the period, expressed as a percentage of the present value of taxable 
payroll over the period. 
 
The actuarial balance for a valuation period is equal to the difference between the summarized 
income rate and the summarized cost rate for the period. An actuarial balance of zero for any period 
indicates that cost for the period could be met for the period as a whole (but not necessarily at all 
points within the period), with a remaining trust fund reserve at the end of the period equal to 100 
percent of the following year’s cost. A negative actuarial balance for a period indicates that the 
present value of income to the program plus the existing trust fund is less than the present value of 
the cost of the program plus the cost of reaching a target trust fund reserve of 1 year’s cost by the 
end of the period. Generally, a trust fund is deemed to be adequately financed for a period if the 
actuarial balance is zero or positive, meaning that the reserves at the end of the period are at least 
equal to annual cost. Note that solvency is possible with a small negative actuarial balance where 
reserves are still positive. A program is solvent over any period for which the trust fund maintains a 
positive level of asset reserves. In contrast, the actuarial balance for a period includes the cost of 
having a target fund equal to 100 percent of the following year’s cost at the end of the period. 
Therefore, if a program ends the period with reserves that are positive but not sufficient to cover the 
following year’s costs, it will be solvent at the end of the period and yet still have a small negative 
actuarial balance for that period. 
 
Table IV.B5 contains summarized rates for the intermediate, low-cost, and high-cost assumptions. 
The low-cost and high-cost assumptions define a wide range of possibilities. Financial outcomes as 
good as the low-cost scenario or as bad as the high-cost scenario is unlikely to occur. 
 
For the 25-year valuation period, the OASDI program has an actuarial balance of -0.15 percent of 
taxable payroll under the low-cost assumptions, -2.02 percent under the intermediate assumptions, 
and -4.17 percent under the high-cost assumptions. These balances indicate that the program is not 
adequately financed for the 25-year valuation period under any of these three sets of assumptions. 
 
For the 50-year valuation period, the OASDI program has actuarial balances of -0.19 percent under 
the low-cost assumptions, -2.75 percent under the intermediate assumptions, and -5.90 percent 
under the high-cost assumptions. These actuarial balances mean that the OASDI program is not 
adequately financed for the 50-year valuation period under any of these three sets of assumptions. 
 
For the entire 75-year valuation period, the combined OASDI program has actuarial balances of -0.13 
percent of taxable payroll under the low-cost assumptions, -3.21 percent under the intermediate 
assumptions, and -7.10 percent under the high-cost assumptions. These balances indicate that the 
combined OASDI program is not adequately financed for the 75-year valuation period under any of 
these three sets of assumptions. 
 
Assuming the intermediate assumptions accurately capture future demographic and economic trends, 
solvency for the program over the next 75 years could be restored using a variety of approaches. For 
example, revenue could be increased in a manner equivalent to an immediate and permanent 
increase in the combined Social Security payroll tax rate from 12.40 percent to 15.54 percent (a 
relative increase of 25.3 percent), cost could be reduced in a manner equivalent to an immediate and 
permanent reduction in scheduled benefits of about 19 percent, or some combination of approaches 
could be used. However, eliminating the actuarial deficit for the next 75-year valuation period requires 
raising payroll taxes or lowering benefits by more than is required just to achieve solvency, because 
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the actuarial deficit includes the cost of attaining a target trust fund equal to 100 percent of annual 
program cost by the end of the period.  
 
The actuarial deficit could be eliminated for the 75-year period by increasing revenue in a manner 
equivalent to an immediate and permanent increase in the combined payroll tax from 12.40 percent to 
15.73 percent (a relative increase of 26.9 percent),1 reducing cost in a manner equivalent to an 
immediate reduction in scheduled benefits of about 20 percent, or some combination of approaches 
could be used. Under the intermediate assumptions, the OASDI program has large annual deficits 
toward the end of the long-range period that are increasing and reach 4.51 percent of payroll for 2094 
(see table IV.B1). These large deficits indicate that annual cost continues to exceed non-interest 
income after 2094, so continued adequate financing would require larger changes than those needed 
to maintain solvency for the 75-year period. Over the period extending through the infinite horizon, the 
actuarial deficit is 4.6 percent of payroll under the intermediate assumptions. 
 
[Policy changes often have to be made without sufficient information about either the current 
environment or the consequences of change. Social Security policymakers must conduct not only 
external validation studies but also direct investigations, or internal validation studies, of the 
underlying model. Any economic analysis of a proposed policy change must compare the policy with 
an alternative.]  
 
Table IV.B5 
Components of Summarized Income Rates and Cost Rates 
Calendar Years 2020-2094 
[As a percentage of taxable payroll] 
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a Benefit payments scheduled to be paid on January 3 are actually paid on December 31 as required by the statutory 
provision for early delivery of benefit payments when the normal payment delivery date is a Saturday, Sunday, or legal 
public holiday. For comparability with the values for historical years and the projections in this report, all trust fund 
operations and asset reserves reflect the 12 months of benefits scheduled for payment each year. 
Note: Totals do not necessarily equal the sums of rounded components. 
 
5. Open Group Unfunded Obligation 
Consistent with practice since 1965, this report focuses on a 75-year open-group valuation to 
evaluate the long-run financial status of the OASDI program. The open-group valuation includes non-
interest income and cost for past, current, and future participants through the year 2094. The open-
group unfunded obligation measures the adequacy of financing over the period as a whole for a 
program financed on a pay-as-you-go basis. On this basis, payroll taxes and scheduled benefits for 
all participants are included through 2094. 
 
The open-group unfunded obligation increased from $13.9 trillion shown in last year's report to $16.8 
trillion in this report. If there had been no changes in starting values, assumptions, laws, or methods 
for this report, then the open-group unfunded obligation would have increased to $14.5 trillion solely 
due to the change in the valuation period. This expected increase in the unfunded obligation occurs 
because: (1) the unfunded obligation is now discounted to January 1, 2020, rather than to January 1, 
2019, which tends to increase the unfunded obligation by the annual nominal interest rate; and (2) the 
unfunded obligation now includes an additional year (2094). However, changes in the law, 
assumptions, methods, and starting values resulted in a net $2.3 trillion increase in the unfunded 
obligation. 
 
The 75-year unfunded obligation is equivalent to 3.03 percent of OASDI taxable payroll and 1.0 
percent of GDP for 2020-94.  The present value of taxable payroll for 2020-94 is $554.6 trillion. The 
present value of GDP for 2020-94 is $1,614.2 trillion. In last year’s report, the present value of taxable 
payroll for 2019-93 was $51.2 trillion and the present value of GDP for 2019-93 was $1,497.0 trillion. 
 
These percentages were 2.61 and 0.9, respectively, for last year’s report. The 75-year unfunded 
obligation as a percentage of taxable payroll is less than the actuarial deficit, because the unfunded 
obligation excludes the cost of having an ending target trust fund value. The actuarial deficit was 2.78 
percent of payroll in last year’s report, and was expected to increase to a deficit of 2.84 percent of 
payroll solely due to the change in the valuation period. Changes in the law, assumptions, methods, 
and starting values combined to account for an additional 0.38 percentage point increase (worsening) 
in the actuarial deficit to 3.21 percent of payroll. As mentioned above, the open-group unfunded 
obligation expressed in dollars, as well as the actuarial deficit, increased (worsened) more than would 

https://www.ssa.gov/oact/tr/2017/IV_B_LRest.html#wwfootnote_inline_16�
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be expected from changing the valuation period alone. This increase occurred for a variety of reasons 
as explained in the next section, including a law change, a reduction in the ultimate total fertility rate, 
and reductions in near-term and ultimate interest rates. 
 
Table IV.B6 presents the components and the calculation of the long-range (75-year) actuarial 
balance under the intermediate assumptions. The present value of future cost less future non-interest 
income over the long-range period, minus the amount of trust fund asset reserves at the beginning of 
the projection period, is $16.8 trillion for the OASDI program. This amount is the 75-year “open-group 
unfunded obligation” (see row H). The actuarial deficit (which is the negative of the actuarial balance) 
combines this unfunded obligation with the present value of the ending target trust fund and 
expresses the total as a percentage of the present value of the taxable payroll for the period. The 
present value of future non-interest income minus cost, plus starting trust fund reserves, minus the 
present value of the ending target trust fund, is -$17.8 trillion for the OASDI program.  
 

Table IV.B6 

 
 

a Less than $0.5 billion. 
b The calculation of the actuarial balance includes the cost of accumulating a target trust fund reserve equal to 100 
percent of annual cost at the end of the period. 
Note: Totals do not necessarily equal the sums of rounded components. 
 
Consideration of summary measures alone (such as the actuarial balance and open-group unfunded 
obligation) for a 75-year period can lead to incorrect perceptions and to policy prescriptions that do 
not achieve sustainable solvency. These concerns can be addressed by considering the trend in trust 
fund ratios toward the end of the period. (See the discussion of “sustainable solvency” beginning on 
page 52.) 
 
Another measure of trust fund finances, discussed in appendix F, is the infinite horizon unfunded 
obligation, which takes account of all annual balances, even those after 75 years. The extension of 
the time period past 75 years assumes that the current-law OASDI program and the demographic 
and economic trends used for the 75-year projection continue indefinitely. This infinite horizon 
unfunded obligation is estimated to be 4.6 percent of taxable payroll or 1.4 percent of GDP. These 
percentages were 4.1 and 1.4, respectively, for last year’s report. Of course, the degree of uncertainty 
associated with estimates increases substantially for years further in the future. 
 

https://www.ssa.gov/oact/tr/2017/IV_B_LRest.html#wwfootnote_inline_29�
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6. Reasons for Change in Actuarial Balance From Last Report 
Table IV.B7 shows the effects of changes on the long-range actuarial balance under the intermediate 
assumptions, by category, between last year’s report and this report. 
 

Table IV.B7 
Reasons for Change in the 75-Year Actuarial Balance 
Based on Intermediate Assumptions 
[As a percentage of taxable payroll] 
 

 
 

a The change in the 75-year valuation period from last year’s report to this report means that the 75-year actuarial 
balance now includes the relatively large negative annual balance for 2091. This change in the valuation period results in 
a larger long-range actuarial deficit. The actuarial deficit includes the trust fund reserve at the beginning of the projection 
period. 
Note: Totals do not necessarily equal the sums of rounded components. 
 
If the law, data, assumptions, and methods had all remained unchanged from last year’s Trustees 
Report, the long-range OASDI actuarial balance would have decreased (become more negative) by 
0.05 percent of taxable payroll solely due to the change in the valuation period. However, as 
described below, projections in this report also reflect new data and changes in law, assumptions, 
and methods. These changes, including the change in the valuation period, combine to decrease 
(worsen) the long-range OASDI actuarial balance by 0.43 percentage point, from -2.78 percent of 
taxable payroll in last year’s report to -3.21 percent in this report. 
 
Legislation/Regulation 
Changes in law, regulations, and policy combine to decrease the long-range OASDI actuarial balance 
by 0.12 percent of payroll. Since the last report, there has been one change in law that is expected to 
have a significant financial effect on the long-range actuarial balance. The Affordable Care Act (ACA), 
which was enacted in 2010, specified an excise tax on employer-sponsored group health insurance 
premiums above a given level (commonly referred to as the “Cadillac” tax). On December 20, 2019, 
the ACA’s excise tax provision was repealed. The repeal of the excise tax is expected to result in an 
increase in the rate of growth in the average cost of employer-sponsored group health insurance. 
Faster growth in these premiums, which are not subject to the payroll tax, is assumed to reduce the 
share of employee compensation that is provided in the form of wages, which are subject to the 
payroll tax. As a result, the rate of growth in average real covered earnings will be reduced. This 
change in law is estimated to decrease the long-range actuarial balance by 0.13 percent of taxable 
payroll.  

https://www.ssa.gov/oact/tr/2017/IV_B_LRest.html#wwfootnote_inline_42�
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[When a negative actuarial balance in excess of the allowable percentage of the summarized cost 
rate is projected for one or more of the 66 separate valuation periods, the program fails the test of 
long-range close actuarial balance. Being out of close actuarial balance indicates that the program is 
expected to experience financial problems in the future and that ways of improving the financial status 
of the program should be considered.] 
 
Changing the 75-year valuation period from 2016 through 2090 to 2017 through 2091 decreased the 
projected long-range OASDI actuarial balance by 0.05 percent of taxable payroll. This decrease is 
mainly the result of including the relatively large negative annual balance for 2091 in this year’s 75-
year projection period. Note that the actuarial balance calculation includes trust fund asset reserves 
at the beginning of the projection period. These reserves at the start of the period reflect the 
program’s net financial flows for all past years up to the start of the projection period, including 2016. 
 
[The sooner the actuarial balance is less than the minimum allowable balance, expressed as a 
percentage of the summarized cost rate, the more urgent is the need for corrective action. Necessary 
changes in program financing or benefit provisions should not be put off until the last possible 
moment if future beneficiaries and workers are to effectively plan for their retirement.] 
 
This report also incorporates the effects of one notable new regulation. On February 25, 2020, the 
Social Security Administration published a final rule in the Federal Register that eliminates the 
inability to communicate in English as an educational category in the disability determination and 
medical review processes. This rule is estimated to reduce the number of disabled worker 
beneficiaries in the long-term by 0.25 percent. This regulation has a negligible (less than 0.005 
percent of taxable payroll) positive effect on the actuarial balance. 
 
Valuation Period 
As mentioned above, changing the 75-year valuation period from 2019 through 2093 for last year’s 
report to 2020 through 2094 for this report decreases the projected long-range OASDI actuarial 
balance by 0.05 percent of taxable payroll. This decrease is mainly the result of including the 
relatively large negative annual balance for 2094 in this year’s 75-year projection period. Note that the 
actuarial balance calculation includes trust fund reserves at the beginning of the projection period. 
These reserves reflect the program’s net financial flows for all past years, including 2019, up to the 
start of the valuation period. 
 
Demographic Data and Assumptions 
New demographic data and changes in demographic assumptions combine to decrease the long-
range OASDI actuarial balance by 0.13 percent of taxable payroll. 
 
One ultimate demographic assumption was changed for this year’s report. Since 2007, the total 
fertility rate has declined, reaching historically low levels of 1.73 for 2018 and an estimated 1.68 for 
2019. It is not clear whether these recent low levels will persist, or whether they are the temporary 
effect of younger women delaying childbirth until they are older and then their expectation of future 
births will be realized. Based on consideration of these factors, the Trustees reduced the ultimate 
total fertility rate for this report from 2.00 to 1.95 children per woman. This change in the ultimate 
fertility assumption decreases the actuarial balance by 0.11 percent of taxable payroll. 
 
Long-Range Estimates 
Three demographic data updates also resulted in significant changes in the long-range actuarial 
balance. First, birth data for 2018 and the first quarter of 2019 indicate somewhat lower fertility rates 
than were assumed in last year’s report for 2018 and 2019. These updated data result in lower birth 
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rates during the transition period to the ultimate level, decreasing the actuarial balance by 0.04 
percent of taxable payroll, in addition to the effect due to the reduced ultimate total fertility rate that is 
accounted for above. Second, incorporating new mortality data (final 2017 data for ages under 65 
from NCHS; final 2016, preliminary 2017, and preliminary 2018 data for ages 65 and older from 
Medicare experience) results in higher death rates for all future years than were projected in last 
year’s report. These higher death rates increase the actuarial balance by 0.04 percent of taxable 
payroll. Third, updates to lawful permanent resident (LPR) immigration data, other-than-LPR 
immigration data, and other minor data updates combine to decrease the actuarial balance by 0.02 
percent of taxable payroll. 
 
Economic Data and Assumptions 
New economic data and changes in economic assumptions combine to decrease the long-range 
OASDI actuarial balance by 0.18 percent of payroll. Four ultimate economic assumptions were 
changed for this year’s report. First, the ultimate rate of price inflation (CPI-W) was lowered by 0.2 
percentage point, from 2.6 percent for last year’s report to 2.4 percent for this year’s report. Inflation 
has been very low in recent years, reflecting many factors that have been highly favorable for low 
price inflation. While inflation will likely increase from recent low levels, the Trustees believe that a 
return to historical long-term averages is unlikely. This change in the CPI-W assumption decreases 
the long-range actuarial balance by 0.05 percent of payroll. 
 
Second, the average real-wage differential over the last 65 years of the projection period for this 
year’s report is 1.14 percentage points per year, lower than the 1.21 value in last year’s report. Most 
of this decrease in the long-term real-wage differential is due to the repeal of the ACA excise tax, as 
accounted for above. However, a small portion is due to faster assumed growth in employer-
sponsored group health insurance premiums apart from the effect of the repeal of the excise tax, 
based on updated projections by the Centers for Medicare and Medicaid Services (CMS). This 
additional incremental change to the real-wage differential assumption, separate from the change due 
to the repeal of the excise tax, decreases the long-range actuarial balance by 0.01 percent of taxable 
payroll. Third, the ultimate age-sex-adjusted unemployment rate is reduced from 5.5 percent for last 
year’s report to 5.0 percent for this year’s report. At the same time, long-term labor force participation 
rates have been reduced by age and sex for this report such that projected employment rates are 
essentially unchanged. The Trustees believe that a structural shift has occurred in the unemployment 
rate, and thus future long-term unemployment rates and labor force participation rates will both 
remain somewhat below long-term past averages. This change to unemployment rates and labor 
force participation rates has a negligible effect on the actuarial balance. 
 
Fourth, the ultimate real interest rate was lowered by 0.2 percentage point, from 2.5 percent for last 
year’s report to 2.3 percent for this year’s report. Real interest rates have been low since 2000, and 
particularly low since the start of the economic recession of 2007-09. An ongoing and much-debated 
question among experts is how much of this change is a temporary response to extraordinary events, 
versus a fundamental permanent change. The Trustees believe that lowering the long-term ultimate 
real interest rate somewhat is appropriate at this time. This change in the ultimate real interest rate 
assumption decreases the actuarial balance by 0.07 percent of payroll. Other changes to data and 
near-term economic assumptions, including a 0.7 percent decrease in the estimated level of potential 
GDP for the fourth quarter of 2019 and thereafter, combine for a net decrease in the actuarial balance 
of 0.04 percent of taxable payroll. 
 
Disability Data and Assumptions 
New disability data and changes in disability assumptions combine to increase the long-range OASDI 
actuarial balance by 0.05 percent of payroll. Disabled-worker applications have declined substantially 
since 2010 and have reached levels well below expectations and far below average rates in the past. 
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Based on this experience, the Trustees reduced the ultimate disability incidence rate for this report 
from 5.2 to 5.0 per thousand exposed. This change in the ultimate disability incidence rate increases 
the actuarial balance by 0.04 percent of payroll. In addition, recent disability data and changes in 
near-term assumptions increase the long-range actuarial balance by 0.01 percent of taxable payroll. 
These new disability data and changes in assumptions are almost entirely responsible for the change 
in the DI Trust Fund reserve depletion date from 2052 in last year’s report to 2065 in this year’s 
report. The short-range effects are noted in section IV.A.4. 
 
Methods and Programmatic Data 
The projections in this report also reflect several methodological improvements and updates based on 
new program-specific data. These methodological changes, programmatic data updates, and 
interactions combine for a net negligible effect on the long-range OASDI actuarial balance. 
Descriptions of eight significant methodological changes and programmatic data updates follow. The 
first significant update is the use of this year’s lower disability incidence assumptions, and resulting 
lower disability prevalence projections, for the labor force participation model. Incorporating these 
lower disability prevalence projections in the labor force model increases the actuarial balance by 
0.02 percent of payroll. 
 
Second, improvements were made to the long-range model used for projecting the percentage of the 
population that has fully-insured status. The long-range fully insured model constructs 30,000 
simulated work histories for each sex and birth cohort using past coverage rates, earnings 
distributions, and amounts required for crediting quarters of coverage. The model develops the work 
histories in a manner that replicates the kind of individual variation seen in historical experience. The 
changes made for this year’s report improve the alignment of simulated fully insured rates with 
historical fully insured rates. These improvements to the fully insured model decrease the actuarial 
balance by 0.03 percent of taxable payroll. 
 
Third, the method used to project retired worker prevalence rates for ages 63 to 69 was updated to 
better reflect recent patterns in benefit claiming at those ages. Recent data indicate that retired 
workers are choosing to start their benefits at later ages on average, and this trend is expected to 
continue. Increases in the ages at which retirees start benefits results in higher lifetime benefits, on 
average. This change results in a decrease in the actuarial balance of 0.02 percent of payroll. 
 
The fourth significant change is in the sample used for the long-range model for projecting average 
benefit levels of retired-worker and disabled-worker beneficiaries who are newly entitled for benefits. 
This model uses a large sample of 10 percent of all newly entitled retired-worker beneficiaries in a 
recent year. The sample used in last year’s report was for worker beneficiaries newly entitled in 2015. 
This year’s report uses the results from worker beneficiaries newly entitled in 2016. This update to the 
sample data increases the actuarial balance by 0.03 percent of payroll. 
 
Fifth, recent data and estimates provided by the Office of Tax Analysis (OTA) at the Department of 
the Treasury indicate higher near-term and ultimate levels of revenue from taxation of OASDI benefits 
than projected in last year’s report. The increase in projected ratios of income tax on benefits to 
benefit amounts results in an increase in the actuarial balance of 0.02 percent of taxable payroll.  
 
The sixth significant change improves estimates of average benefit levels for retired workers and 
disabled workers receiving benefits. The new method Actuarial Estimates refines the adjustment 
factors that are applied to awarded benefit levels based on the duration from initial entitlement to the 
date the benefit award is made. This refinement better uses available data for several historical years. 
This change results in a decrease in the actuarial balance of 0.01 percent of payroll. 
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Seventh, this year’s report better reflects projected changes in the distribution of benefit awards by 
disability adjudication level. The average monthly benefit level for disability claims awarded at the 
initial state Disability Determination Services (DDS) level tends to be higher than for claims awarded 
at the Administrative Law Judge (ALJ) hearings level. Because the cases in the 2016 new entitlement 
sample include relatively more DDS cases and relatively fewer ALJ cases than usual, alignment to 
the expected average distribution of cases by adjudicative level reduced the projected future average 
benefit level. This change increased the actuarial balance by 0.02 percent of payroll. 
 
The eighth significant change is updating post-entitlement adjustment factors based on new 
programmatic data. Post-entitlement factors are used to account for changes in benefit levels, 
primarily due to differential mortality by benefit level and earnings after benefit entitlement. This data 
update decreases the actuarial balance by 0.01 percent of payroll.  
 
In addition to these eight significant methodological changes and programmatic data updates, 
changes in starting levels and projected levels of OASI and DI beneficiaries and benefit amounts over 
the first 10 years of the projection period, updating other programmatic data, other small 
methodological improvements, and interactions among the various method changes and updates to 
programmatic experience combine to decrease the long-range actuarial balance by 0.02 percent of 
taxable payroll.  
 
Figure IV.B4 
OASDI Annual Balances: 2019 and 2020 Trustees Reports 
[As a percentage of taxable payroll, under Intermediate Assumptions] 
 

 
Figure IV.B4 compares the annual balances for this report and the prior year’s report for the 
combined OASDI program over the long-range (75-year) projection period. The figure illustrates the 
annual effects of the changes described earlier in this section. 
 
The annual balances in this year’s report are lower (more negative) in all years beginning with 2022, 
principally due to the repeal of the ACA excise tax, which results in slower projected growth in 
average real covered earnings, and lower fertility rates. For the full 75-year projection period, the 
annual balances are lower, on average, by 0.37 percentage point. The differences in annual balances 
are small in the 2020s, generally grow until 2080, and then decline thereafter. For 2093, the projected 
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annual deficit is 4.48 percent of taxable payroll in this report, compared to 4.11 percent in last year's 
report.

 
 
Notes for this Section 
• See Appendix F for more information on this topic (Available online at SSA website). 
• Adjustments include adding deemed wage credit based on military service for 1983-2001 and reflecting the lower 

effective tax rates (as compared to the combined employee-employer rate) that apply to multiple-employer “excess 
wages.” Lower rates also applied to net earnings from self-employment before 1984 and to income from tips before 
1988. 

• A program is solvent over any period for which the trust fund maintains a positive level of asset reserves. In contrast, 
the actuarial balance for a period includes the cost of having a target fund equal to 100 percent of the following year’s 
cost at the end of the period. Therefore, if a program ends the period with reserves that are positive but not sufficient 
to cover the following year’s costs, it will be solvent at the end of the period and yet still have a small negative 
actuarial balance for that period. 

• The indicated increase in the payroll tax rate of 2.93 percent is somewhat larger than the 2.83 percent 75-year 
actuarial deficit because the indicated increase reflects a behavioral response to tax rate changes. In particular, the 
calculation assumes that an increase in payroll taxes results in a small shift of wages and salaries to forms of 
employee compensation that are not subject to the payroll tax. 

• [The sooner the actuarial balance is less than the minimum allowable balance, expressed as a percentage of the 
summarized cost rate, the more urgent is the need for corrective action. Necessary changes in program financing or 
benefit provisions should not be put off until the last possible moment if future beneficiaries and workers are to 
effectively plan for their retirement.] 

 
 
V. ASSUMPTIONS AND METHODS UNDERLYING ACTUARIAL ESTIMATES 
The future income and cost of the OASDI program will depend on many demographic, economic, and 
program-specific factors. Trust fund income will depend on how these factors affect the size and 
composition of the working population as well as the level and distribution of earnings. Similarly, 
program cost will depend on how these factors affect the size and composition of the beneficiary 
population as well as the general level of benefits.  
 
The Trustees make basic assumptions for several of these factors based on analysis of historical 
trends, historical conditions, and expected future conditions. These factors include fertility, mortality, 
immigration, marriage, divorce, productivity, inflation, average earnings, unemployment, real interest 
rates, and disability incidence and termination. Other factors depend on these basic assumptions. 
These other, often interdependent, factors include total population, life expectancy, labor force 
participation, gross domestic product, and program-specific factors. Each year the Trustees 
reexamine these assumptions and methods in light of new information and make appropriate 
revisions. The assumptions for this report were selected by the middle of January 2020. 
 
Future levels of these factors and their interrelationships are inherently uncertain. To address these 
uncertainties, this report uses three sets of assumptions, designated as intermediate (alternative II), 
low-cost (alternative I), and high-cost (alternative III). The intermediate set represents the Trustees’ 
best estimate of the future course of the population and the economy. With regard to the net effect on 
the actuarial status of the OASDI program, the low-cost set is more optimistic and the high-cost set is 
more pessimistic. The low-cost and high-cost sets of assumptions reflect significant potential changes 
in the interrelationships among factors, as well as changes in the values for individual factors. While it 
is unlikely that all of the factors and interactions will differ in the specified directions from the 
intermediate values, many combinations of individual differences in the factors could have a similar 
overall effect. Outcomes with overall long-range cost as low as the low-cost scenario or as high as 
the high-cost scenario are very unlikely. This report also includes a section on sensitivity analysis, 
where factors are changed one at a time (see appendix D), and a section on stochastic projections, 
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which provides a probability distribution of possible future outcomes, with most of the key factors 
being varied around the intermediate alternative (see appendix E).  
 
Readers should interpret with care the estimates based on the three sets of alternative assumptions. 
These estimates are not specific predictions of the future financial status of the OASDI program. 
Rather, they provide a reasonable range of future income and cost. All of the key demographic, 
economic, and program-specific assumptions reach their long-range ultimate values within the next 
25 years. For extrapolations beyond the 75-year long-range period, the ultimate levels or trends 
reached by the end of the 75-year period remain unchanged. The assumed ultimate values represent 
average annual experience or growth rates. Actual future values will exhibit fluctuations or cyclical 
patterns, as in the past. The following sections briefly discuss the various assumptions and methods 
used in making the estimates of trust fund actuarial status, which are the focus of this report. There 
are, of course, many interrelationships among these factors that are important but are beyond the 
scope of this discussion.  Actuarial Studies published by the Office of the Chief Actuary, Social 
Security Administration, contain further details about the assumptions, methods, and actuarial 
estimates. A complete list of available studies may be found at 
www.ssa.gov/OACT/NOTES/actstud.html. To obtain copies of such studies or of this report, please 
submit a request at www.ssa.gov/OACT/request.html. This entire report, along with supplemental 
year-by-year tables and additional documentation on assumptions and methods, may be found at 
www.ssa.gov/OACT/TR/2020/. 
 
A. DEMOGRAPHIC ASSUMPTIONS AND METHODS 
This section of the report provides a brief overview of the demographic historical data and the 
assumptions used for the projections. 
 
1. Fertility Assumptions 
Birth rates by single year of age, for women aged 14 to 49, are the basis for the fertility assumptions.  
Birth rates at age 14 include births to women aged 14 and under, and birth rates at age 49 include 
births to women aged 49 and over. These rates apply to the total number of women, across all marital 
statuses, in the midyear population at each age. Table V.A1 displays the historical and projected total 
fertility rates. The total fertility rate may be interpreted as the average number of children that would 
be born to a woman if she were to experience, at each age of her life, the birth rate observed in, or 
assumed for, a specified year, and if she were to survive the entire childbearing period. A rate of 
about 2.1 would ultimately result in a nearly constant population if immigration and emigration were 
both zero, and if death rates were to remain at current levels. 
 
Historically, birth rates in the United States have fluctuated widely. The total fertility rate decreased 
from 3.31 children per woman at the end of World War I (1918) to 2.15 during the Great Depression 
(1936). After 1936, the total fertility rate rose to 3.68 in 1957 and then fell to 1.74 by 1976. After 1976, 
the total fertility rate rose above 2.00 by 1990, where it generally remained through 2009, but dropped 
below 1.90 for 2011 through 2018 and is estimated in this report to be 1.68 for 2019. These variations 
in the total fertility rate resulted from changes in many factors, including social attitudes, economic 
conditions, birth-control practices, and the racial/ethnic composition of the population. Since the baby-
boom era (1946-65), women have had higher educational attainment, higher labor force participation, 
an older average age at first marriage, a higher propensity to remain unmarried, and higher rates of 
divorce. All of these factors are consistent with continued lower total fertility rates than those 
experienced during the baby-boom era. Based on consideration of these factors, the Trustees expect 
the total fertility rate for future years to remain relatively close to the average level since the end of 
the baby-boom era. The assumed ultimate total fertility rates are 2.15, 1.95, and 1.75 children per 
woman for the low-cost, intermediate, and high-cost assumptions, respectively. These ultimate rates 
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are reduced from the ultimate rates of 2.20, 2.00, and 1.80 children per woman used in last year’s 
report. 
 
For the intermediate assumptions, the projected total fertility rate gradually increases from 2019 
through the year the ultimate value is reached (2029) with somewhat more rapid increases in the 
middle of the 2019-2029 period. The assumed low-cost and high-cost total fertility rates trend away 
from the intermediate path and reach the ultimate values in 2029 and 2026, respectively. 
 
2. Mortality Assumptions 
For the projections in this year’s report, ultimate average annual percentage reductions in future 
mortality rates were assumed by age group and cause of death. These assumptions were then used 
to estimate future central death rates by age group, sex, and cause of death. From these estimated 
central death rates, probabilities of death by single year of age and sex were calculated. 
 
Historical death rates were calculated for years 1900 through 2017 for ages below 65 (and for all 
ages for years prior to 1968) using data from the National Center for Health Statistics (NCHS). These 
rates reflect NCHS data on deaths and Census estimates of population. For ages 65 and over, final 
Medicare data on deaths for years 1968 through 2016 and preliminary data for 2017 and 2018 were 
used These rates reflect Medicare data on deaths and enrollments. Death rates by cause of death 
were produced for all ages for years 1979-2017 using data from the NCHS.  
 
The total age-sex-adjusted death rate declined at an average annual rate of 1.02 percent between 
1900 and 2017. This is based on the enumerated total population as of April 1, 2010, if that 
population were to experience the death rates by age and sex for the selected year. Between 1979 
and 2017, the period for which death rates were analyzed by cause, the total age-sex-adjusted death 
rate, for all causes combined, declined at an average rate of 0.83 percent per year. 
 
Death rates have declined substantially in the U.S. since 1900, with rapid declines over some periods 
and slow or no improvement over the other periods. Many factors are responsible for historical 
reductions in death rates, including medical advances, increased availability of health-care services, 
and improvements in sanitation and nutrition. Historical death rates generally declined more slowly for 
older ages and more rapidly for children and infants than for the rest of the population. Between 1900 
and 2017, the age/sex-adjusted death rate declined at an average rate of 0.77 percent per year for 
ages 65 and over, and 2.99 percent per year for ages under 15. Mortality assumptions differ for the 
low-cost, intermediate, and high-cost scenarios. Throughout the projection, the low-cost scenario 
contains annual percentage reductions that are smaller than those in the intermediate scenario, while 
those in the high-cost scenario are larger. The ultimate annual percentage reductions for each of the 
three alternatives are the same as those in last year’s report. 
 
The trends in the annual reductions in central death rates were calculated for the period from 2007 to 
2017 for NCHS data, and 2008 to 2018 for Medicare data, by age group, sex, and cause of death 
(Cause of death is only available for the NCHS data). These trends are the starting reductions for 
alternative II. For alternatives I and III, 50 and 150 percent of the starting reductions are used, 
respectively. These annual reductions, by alternative, are assumed to transition rapidly from the 
starting reductions until they reach the ultimate annual percentage reductions assumed for 2044 and 
later. 
 
Table V.A1 contains historical and projected age-sex-adjusted death rates for the total population (all 
ages), for ages under 65, and for ages 65 and over. Age-sex adjustment eliminates the effect of a 
changing distribution of population by age and sex, allowing the pure effects of changes in death 
rates to be observed. Under the intermediate assumptions, projected age-sex-adjusted death rates 
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are, in general, slightly higher than the death rates in last year’s report for both the age group under 
65 and the age group 65 and over. These changes primarily result from incorporating more recent 
historical data, which continue to show low rates of improvement. The projected average annual rate 
of decline for the total age-sex-adjusted death rate is about 0.40 percent, 0.76 percent, and 1.15 
percent between 2019 and 2094 for alternatives I, II, and III, respectively. In keeping with the patterns 
observed in the historical data, the assumed future rates of decline are greater for younger ages than 
for older ages, but to a substantially lesser degree than in the past. Accordingly, the projected age-
sex-adjusted death rates for ages 65 and over decline at average annual rates of about 0.37 percent, 
0.68 percent, and 1.02 percent between 2019 and 2094 for alternatives I, II, and III, respectively. The 
projected age-sex-adjusted death rates for ages under 15 decline at average annual rates of about 
0.79 percent, 1.56 percent, and 2.54 percent between 2019 and 2094 for alternatives I, II, and III, 
respectively. 
 
Table V.A1 
Fertility and Mortality Assumptions,a 
Calendar Years 1940-2095 

 

https://www.ssa.gov/oact/tr/2017/V_A_demo.html#28�
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a This table contains basic assumptions along with key summary values that are derived from basic assumptions. 
b The total fertility rate for any year is the average number of children that would be born to a woman if she were to experience, at each 
age of her life, the birth rate observed in, or assumed for, the selected year, and if she were to survive the entire childbearing period. 
c Based on the enumerated total population as of April 1, 2010, if that population were to experience the death rates by age and sex 
observed in, or assumed for, the selected year. 
d Estimated using final data for ages below 65 and preliminary data for ages 65 and older. 
e Estimated using the intermediate assumptions for ages below 65 and preliminary data for ages 65 and older. 
f Estimated using provisional first quarter data. 
g Estimated using the intermediate assumptions for all ages. 
 
3. Immigration Assumptions 
Projections of the total Social Security area population reflect assumptions for annual immigration 
flows. For this report, four categories of immigration flows are used: 
• Lawful permanent resident (LPR) immigration: Persons who enter the Social Security area and are 
granted LPR status, or who are already in the Social Security area and adjust their status to become 
LPRs. Persons who enter the country with legal visas but without LPR status, such as temporary 
foreign workers and students, are not included in the “LPR immigration” category. 
• Legal emigration: LPRs and citizens who leave the Social Security area population. 
• Other-than-LPR immigration: Persons who enter the Social Security area and stay to the end of the 
year without being granted LPR status, such as undocumented immigrants, and foreign workers and 
students entering with temporary visas. 
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• Other-than-LPR emigration: Other-than-LPR immigrants who leave the Social Security area 
population or who adjust their status to become LPRs. 
 
Net LPR immigration is the difference between LPR immigration and legal emigration. Net other-than-
LPR immigration is the difference between other-than-LPR immigration and other-than-LPR 
emigration. Total net immigration refers to the sum of net LPR immigration and net other-than-LPR 
immigration. Immigration assumptions differ for the low-cost, intermediate, and high-cost scenarios. 
The low-cost scenario includes higher annual net immigration and the high-cost scenario includes 
lower annual net immigration. Table V.A2 contains historical and projected levels of various 
immigration flows.  
 
LPR immigration has increased significantly since World War II, due to various factors and legislative 
changes, including the Immigration Act of 1965 and the Immigration Act of 1990. For the intermediate 
alternative, the ultimate level of annual LPR immigration, which includes residents who adjust their 
status to become LPRs, is assumed to be 1,050,000 persons for 2020 and later. For alternative I, 
ultimate annual LPR immigration is assumed to be 1,250,000 persons for 2020 and later, and for 
alternative III, ultimate annual LPR immigration is assumed to be 850,000 persons for 2020 and later. 
The ultimate levels of LPR immigration are unchanged from last year’s report. The assumed ratios of 
annual legal emigration to LPR immigration are 20, 25, and 30 percent for alternatives I, II, and III, 
respectively. This range is consistent with the limited historical data for legal emigration from the 
Social Security area. These ratios are unchanged from last year’s report. Under the intermediate 
alternative, by combining the ultimate annual LPR immigration and legal emigration assumptions, 
ultimate annual net LPR immigration is about 788,000 persons. For the low-cost and high-cost 
scenarios, ultimate annual net LPR immigration is 1,000,000 persons and 595,000 persons, 
respectively. 
 
The estimated number of other-than-LPR immigrants residing in the Social Security area and the 
annual level of other-than-LPR immigration have been affected significantly by the economic 
recession of 2007-09. Although net other-than-LPR immigration was greatly reduced during the 
economic downturn, it has begun to rise since then. Under the intermediate alternative, annual other-
than-LPR immigration is assumed to increase until 2019 and remain level thereafter, reflecting a 
recovery from levels experienced during the recession. The ultimate levels of other-than-LPR 
immigration are unchanged from last year’s report: 1,350,000 persons for alternative II, 1,650,000 
persons for alternative I, and 1,050,000 persons for alternative III. The ultimate levels are attained in 
years 2019, 2021, and 2019 for alternatives II, I, and III, respectively. 
 
Emigration from the other-than-LPR immigrant population includes those who leave the Social 
Security area and those who adjust their status to become LPRs. This other-than-LPR immigrant 
population is highly mobile and far more likely to leave the Social Security area than is the citizen or 
LPR population. However, as other-than-LPR immigrants stay in the country for longer periods of 
time, they generally become less likely to leave the country. 
 
Under the intermediate assumptions, the total annual number of other-than-LPR immigrants who 
leave the Social Security area averages about 426,000 through the 75-year projection period. In 
addition, the ultimate annual number of other-than-LPR immigrants who adjust status to become 
LPRs is assumed to be 450,000 for the intermediate assumptions. For the low-cost and high-cost 
scenarios, the total annual number of other-than-LPR emigrants averages about 502,000 and 
349,000, respectively, through the 75-year projection period. The ultimate annual number of people 
adjusting status to LPR status is assumed to be 550,000 persons and 350,000 persons, for the low-
cost and high-cost scenarios, respectively. The ultimate annual number of people adjusting status to 
become LPRs is one-third as large as the assumed ultimate annual number of the other-than-LPR 
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immigrants entering the Social Security area, and is unchanged from last year’s report for all three 
sets of assumptions. 
 
Under the assumptions described above, the projected size of the other-than-LPR immigrant 
population grows substantially, from about 16.6 million by the end of 2020 to about 35.5 million by the 
end of 2094. This growth reflects the excess of annual immigration over the combined annual 
numbers of emigrants (including adjustments of status) and deaths that occur within the other-than-
LPR immigrant population. 
 
Table V.A2 
Immigration Assumptions,a Calendar Years 1940-2095 
[in thousands] 

 
 
 

https://www.ssa.gov/oact/tr/2017/V_A_demo.html#2�
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a This table contains basic assumptions along with key summary values that are derived from basic assumptions. 
b Historical other-than-LPR immigration and emigration estimates depend on a residual method. The Office of the Chief Actuary developed these estimates, as well as the resulting 
other-than-LPR January 1 stock estimates, for years through 2000. For years 2001 and later, the residual method uses stock estimates. For 2001 through 2004, the stock is set to 
values that linearly grade from the 2000 stock estimate to the DHS 2005 stock estimate. For 2005 through 2012, stock estimates come from DHS. For 2013 through 2017, stock 
estimates are developed by the Office of the Chief Actuary, based on the same methods used by DHS. 
c Estimates do not include persons who attained LPR status under the special one-time provisions of the Immigration Reform and Control Act of 1986. 
d Adjustments of status are a positive for net LPR immigration and a negative for net other-than-LPR immigration. 
e Estimated. 
f Estimated, intermediate alternative 
Note: Totals do not necessarily equal the sums of rounded components. 
 
Under the intermediate assumptions, projected net other-than-LPR immigration gradually decreases 
over time. Because the projected number of other-than-LPR immigrants leaving the Social Security 
area is based on rates of departure, an increase in the number of other-than-LPR immigrants residing 
in the Social Security area results in an increase in the number who emigrate out of the area. All other 
components of net other-than-LPR immigration are assumed to be stable after 2019, and thus do not 
contribute toward any change in annual net other-than-LPR immigration. Under the intermediate 
assumptions, the projected average annual level of net other-than-LPR immigration over the 75-year 
projection period is about 474,000 persons. For the low-cost and high-cost assumptions, projected 
average annual net other-than-LPR immigration is about 598,000 persons and 351,000 persons, 
respectively.  
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The projected average annual level of total net immigration (LPR and other-than-LPR, combined) is 
about 1,261,000 persons per year during the 75-year projection period under the intermediate 
assumptions. For the low-cost and high-cost assumptions, projected average annual total net 
immigration is about 1,598,000 persons and 946,000 persons, respectively. Demographers express a 
wide range of views about the future course of immigration for the United States. Some believe that 
net immigration will increase substantially in the future. Others believe that potential immigrants may 
be increasingly attracted to other countries, that the number of potential immigrants may be lower due 
to lower birth rates in many countries, or that changes in the law or enforcement of the law will reduce 
immigration. 
 
Table V.A3 
Social Security Area Population on July 1 and Dependency Ratios, Calendar Years 1945-2095 
Population (in thousands) 
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a Ratio of the population at ages 65 and over to the population at ages 20-64. 
b Ratio of the population at ages 65 and over and the population under age 20 to the population at ages 20-64. 
c Estimated, intermediate alternative. 
Notes: 
1. Historical data are subject to revision. 
2. Totals do not necessarily equal the sums of rounded components. 
 
4. Total Population Estimates 
The starting Social Security area population for December 31, 2014, is derived from the Census 
Bureau’s estimate of the residents of the 50 States and D.C. and U.S. Armed Forces overseas. 
Adjustments are made to reflect mortality assumptions for the aged population since 2010 that are 
consistent with Medicare and Social Security data, net immigration assumptions for the aged 
population since 2010, estimates of the net undercount in the 2010 census, inclusion of U.S. citizens 
living abroad (including residents of U.S. territories), and inclusion of non-citizens living abroad who 
are insured for Social Security benefits.  
 
The Office of the Chief Actuary projects the population in the Social Security area by age, sex, and 
marital status for December 31 of each year from 2018 through 2095 by combining the assumptions 
for future fertility, mortality, and immigration with assumptions for marriage and divorce. Previous 
sections of this report present the assumptions for future fertility, mortality, and immigration. 

https://www.ssa.gov/oact/tr/2017/V_A_demo.html#wwfootnote_inline_11�
https://www.ssa.gov/oact/tr/2017/V_A_demo.html#wwfootnote_inline_12�
https://www.ssa.gov/oact/tr/2017/V_A_demo.html#wwfootnote_inline_13�
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Assumptions for future rates of marriage and divorce reflect historical data from the National Center 
for Health Statistics, the Census Bureau, and selected individual States. 
 
This report presents a July 1 (i.e., midyear) population for each year, which is derived from 
surrounding December populations. Table V.A3 shows the historical and projected population for July 
1 by broad age group, for the three alternatives. It also shows the aged and total dependency ratios 
(see table footnotes for definitions). 
 
5. Life Expectancy Estimates 
Life expectancy, or the average remaining number of years expected prior to death, is an additional 
way to summarize the Trustees’ mortality assumptions. This report includes life expectancy in two 
different forms (period and cohort), which are useful for two separate purposes. 

• Period life expectancy for a given year uses the actual or expected death rates at each age for 
that year. It is a useful summary statistic for illustrating the overall level of the death rates 
experienced in a single year. Period life expectancy for a particular year provides an 
individual’s expected average remaining lifetime at a selected age, assuming no change in 
death rates after that year. Table V.A4 presents historical and projected life expectancy 
calculated on a period basis. 

• Cohort life expectancy does not use death rates for a single year, but for the series of years in 
which the individual will actually reach each succeeding age if he or she survives. Cohort life 
expectancy provides an individual’s expected average remaining lifetime at a selected age in a 
given year, using actual or expected future changes in death rates. Table V.A5 presents 
historical and projected life expectancy calculated on a cohort basis. Cohort life expectancy is 
somewhat greater than period life expectancy for a given year because: (1) death rates at any 
age tend to decline over time; and (2) cohort life expectancy uses death rates from future 
years, while period life expectancy uses death rates only from the given year. 

 
Life expectancy at a given age reflects death rates at that and all older ages. Period life expectancy is 
somewhat related to the age-sex-adjusted death rate discussed in section V.A.2. However, life 
expectancy places far greater weight on death rates at lower ages than at higher ages. Therefore, 
changes in death rates at lower ages have far greater effects in changing life expectancy over time. It 
is important to keep this concept in mind when considering trends in life expectancy. 
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Table V.A4 
Period Life Expectancya 
 

 
 

a The period life expectancy at a given age for a given year is the average remaining number of years expected prior to 
death for a person at that exact age, born on January 1, using the mortality rates for that year over the course of his or her 
remaining life. 
b Estimated. 
c Estimated, intermediate alternative. 

https://www.ssa.gov/oact/tr/2017/V_A_demo.html#20�
https://www.ssa.gov/oact/tr/2017/V_A_demo.html#wwfootnote_inline_20�
https://www.ssa.gov/oact/tr/2017/V_A_demo.html#wwfootnote_inline_21�
https://www.ssa.gov/oact/tr/2017/V_A_demo.html#wwfootnote_inline_22�
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Table V.A5 
Cohort Life Expectancya 

 
 

a The cohort life expectancy at a given age for a given year is the average remaining number of years expected prior to 
death for a person at that exact age, born on January 1, using the mortality rates for the series of years in which the 
individual will actually reach each succeeding age if he or she survives. 
b Cohort life expectancy at birth for those born in the calendar year is based on a combination of actual, estimated, and 
projected death rates for birth years 1940 through 2014. For birth years after 2014, these values depend on estimated and 
projected death rates. 
c Age 65 cohort life expectancy for those attaining age 65 in calendar years 1940 through 2013 depends on actual death 
rates or on a combination of actual, estimated, and projected death rates. After 2013, these values depend on estimated 
and projected death rates. 

 

https://www.ssa.gov/oact/tr/2017/V_A_demo.html#24�
https://www.ssa.gov/oact/tr/2017/V_A_demo.html#wwfootnote_inline_24�
https://www.ssa.gov/oact/tr/2017/V_A_demo.html#wwfootnote_inline_25�
https://www.ssa.gov/oact/tr/2017/V_A_demo.html#wwfootnote_inline_26�
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B. ECONOMIC ASSUMPTIONS AND METHODS 
The three alternative sets of economic assumptions provide a reasonable range for estimating the 
financial status of the trust funds. The intermediate assumptions reflect the Trustees’ consensus 
expectation of sustained moderate economic growth and their best estimate for other economic 
parameters. The low-cost assumptions represent a more optimistic outlook: a faster recovery, 
stronger long-term economic growth, and relatively optimistic levels for other parameters. The high-
cost assumptions represent a more pessimistic scenario: a slower recovery, interrupted by a 
recession, weaker long-term economic growth, and relatively pessimistic levels for other parameters. 
 
Actual economic data were available through the third quarter of 2019 at the time the assumptions for 
this report were set. The data indicated that economic activity peaked in the fourth quarter of 2007 
with the level of gross domestic product (GDP) about 1 percent above the estimated long-term 
sustainable trend level. A severe recession followed, with a low point in the economic cycle reached 
in the second quarter of 2009 with GDP about 7 percent below the estimated sustainable trend level. 
The annual growth rate in real GDP has been positive in all years since then, but not as strong as in 
most past recoveries. The Trustees project that the economy will return to its sustainable trend level 
of output within the first 10 years of the projection period and remain on that trend thereafter. 
However, the speed of the return varies by alternative. The economy is projected to return to its 
sustainable trend level of output by 2022 under the intermediate assumptions, and 2025 under the 
high-cost assumptions, the same as in last year’s report. The economy is projected to return to its 
sustainable trend level of output by 2021 under the low-cost assumptions, about 1 year later than in 
last year’s report. Complete economic cycles have little effect on the long-range estimates of financial 
status, so the assumptions do not include cycles beyond the short-range period (2017 through 2026). 
The key economic assumptions underlying the three sets of projections of the future financial status 
of the OASI and DI Trust Funds are discussed in the remainder of this section. 
 
1. Productivity Assumptions 
Total U.S. economy productivity is defined as the ratio of real GDP to hours worked by all workers. 
Historical levels of real GDP are from the National Income and Product Accounts (NIPA) produced by 
the Bureau of Economic Analysis (BEA). Historical total hours worked are provided by the Bureau of 
Labor Statistics (BLS) and cover all U.S. Armed Forces and civilian employment. The rate of change 
in total-economy productivity is a major determinant of the growth of average earnings. Over the last 
five complete economic cycles (1969-73, 1973-79, 1979-90, 1990-2001, and 2001-07, measured 
peak to peak), the annual increases in total-economy productivity averaged 2.66, 1.07, 1.41, 1.85 and 
2.19 percent, respectively. For the period from 1966 to 2007, covering those last five complete 
economic cycles, the annual increase in total-economy productivity averaged 1.74 percent. 
 
The assumed ultimate annual increases in total-economy productivity are 1.93, 1.63, and 1.33 
percent for the low-cost, intermediate, and high-cost assumptions, respectively.2 These rates of 
increase are unchanged from the 2019 report. These assumptions are consistent with ultimate annual 
increases in private nonfarm business productivity of 2.36, 2.00, and 1.63 percent. Compared to total-
economy productivity, private nonfarm business productivity is a more widely known concept that 
excludes the farm, government, nonprofit institution, and private household sectors. 
 
The average annual rate of change in total-economy productivity from 2007 
(the end of the last complete economic cycle) to 2019 is estimated to be 
1.07 percent. For the intermediate assumptions, the annual change in productivity is 1.26 percent for 
2020, 1.99 percent for 2021, and reaches its ultimate value of 1.63 percent for 2025 and thereafter. 
For the low-cost assumptions, the annual change in productivity is 1.61 percent for 2020, then 
increases to 2.64 percent for 2021, and then approaches its ultimate value of 1.93 percent for 2026. 
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For the high-cost assumptions, the assumed recession slows the annual change in productivity to 
0.55 percent for 2020 and 1.15 percent for 2021. The growth rate rebounds to 1.84 percent for 2022, 
averages 1.41 percent for 2023 through 2028, and stabilizes at its ultimate value of 1.33 thereafter. 
 
2. Price Inflation Assumptions 
earnings, a higher price inflation rate immediately results in a higher nominal rate of growth in both 
earnings and revenues, while the resulting added growth in nominal benefit levels occurs with a 
delay, causing an overall increase (improvement) in the actuarial balance. Similarly, a lower price 
inflation rate causes an overall decrease in the actuarial balance. 
 
The annual increases in the CPI averaged 4.91, 8.54, 5.30, 2.73, and 2.63 percent over the economic 
cycles 1969-73, 1973-79, 1979-90, 1990-2001, and 2001-07, respectively. The annual increases in 
the GDP deflator averaged 5.04, 7.54, 4.61, 2.08, and 2.49 percent for the respective economic 
cycles. For the period from 1969 to 2007, covering the last five complete economic cycles, the annual 
increases in the CPI and GDP deflator averaged 4.59 and 4.03 percent, respectively. The estimated 
average annual change from 2007 (the end of the last complete economic cycle) to 2019 is 1.73 
percent for the CPI and 1.64 percent for the GDP deflator.  
 
The assumed ultimate annual increases in the CPI are 3.00, 2.40, and 1.80 percent for the low-cost, 
intermediate, and high-cost assumptions, respectively.1 These assumptions are 0.2 percentage point 
lower than in the 2019 report, reflecting the Trustees’ expectation that the Federal Reserve Board’s 
inflation targets will remain unchanged. For the intermediate assumptions, the annual change in the 
CPI is 2.27 percent for 2020, 2.43 percent for 2021, and reaches the ultimate growth rate of 2.40 
percent for 2022 and later. For the low-cost assumptions, the annual change in the CPI is 2.96 
percent for 2020, decreases to 2.85 percent for 2021, and reaches its ultimate growth rate of 3.00 
percent for 2022 and later. For the high-cost assumptions, the annual rate of change in the CPI is 
1.49 percent for 2020, decreases to 1.26 percent for 2021, and gradually rises to its ultimate growth 
rate of 1.80 percent for 2024 and later.  
 
The annual increase in the GDP deflator differs from the annual increase in the CPI because the two 
indices are constructed using different computational methods and coverage. The difference between 
the rate of change in the CPI and the rate of change in the GDP deflator is called the price differential 
in this report. For the period including 1969 through 2007, covering the last five complete economic 
cycles, the average annual price differential was 0.57 percentage point. From 2007 (the end of the 
last complete economic cycle) to 2019, the average annual price differential is estimated to be 0.10 
percentage point. 
 
The assumed ultimate price differentials are 0.25, 0.35, and 0.45 percentage point for the low-cost, 
intermediate, and high-cost alternatives, respectively. Varying the ultimate projected price differential 
across alternatives recognizes the historical variation in this measure. Accordingly, the assumed 
ultimate annual increases in the GDP deflator are 2.75 (3.00 less 0.25), 2.05 (2.40 less 0.35), and 
1.35 (1.80 less 0.45) percent for the low-cost, intermediate, and high-cost alternatives, respectively. 
The ultimate price differentials for the three alternatives are unchanged from the 2019 report. The 
price differential was 0.15 percentage point in 2018, is estimated to be -0.16 in 2019, and is assumed 
to be 0.13 for 2020. The negative price differential estimated for 2019 primarily reflects a temporary 
decline in oil prices.  
 
Changes in oil prices affect the CPI much more than the GDP deflator because oil represents a much 
larger share of U.S. consumption than of U.S. production. For 2020 and later, oil prices are assumed 
to grow at a relatively stable rate. For the intermediate assumptions, the price differential is 0.30 
percentage point for 2021 and 0.35 for 2022 and later.  
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3. Average Earnings Assumptions 
The average level of nominal earnings in OASDI covered employment for each year has a direct 
effect on the size of the taxable payroll and on the future level of average benefits. In addition, under 
the automatic adjustment provisions in the law, growth in the average wage in the U.S. economy 
directly affects certain parameters used in the OASDI benefit formulas as well as the contribution and 
benefit base, the exempt amounts under the retirement earnings test, the amount of earnings 
required for a quarter of coverage, and in certain circumstances, the automatic cost-of-living benefit 
increases. 
 
Projected growth rates in average covered earnings are derived from projections of the most inclusive 
measure, average U.S. earnings. Average U.S. earnings is defined as the ratio of the sum of total 
U.S. wages and net proprietors’ income to the sum of total U.S. civilian employment and Armed 
Forces. The growth rate in average U.S. earnings for any period is equal to the combined growth 
rates for total U.S. economy productivity, average hours worked, the ratio of earnings to total labor 
compensation (which includes fringe benefits), the ratio of total labor compensation to GDP, and the 
GDP deflator. 
 
The average annual change in average hours worked was -0.26 percent over the last five complete 
economic cycles covering the period from 1969 to 2007. The annual change in average hours worked 
averaged -0.89, -0.55, -0.11, 0.10, and -0.50 percent over the economic cycles 1969-73, 1973-79, 
1979-90, 1990-2001, and 2001-07, respectively. From 2007 (the end of the last complete economic 
cycle) to 2019, the average annual change in average hours worked is estimated to be -0.01 percent. 
The assumed ultimate annual rates of change for average hours worked are 0.05, -0.05, and -0.15 
percent for the low-cost, intermediate, and high-cost assumptions, respectively. These values are 
unchanged from the 2019 report.  
 
The average annual change in the ratio of earnings to total labor compensation was -0.20 percent 
from 1969 to 2007. Most of this decrease was due to the relative increase in the cost of employer-
sponsored group health insurance (ESGHI) for wage workers. Assuming that the level of total 
employee compensation is not affected by the amount of ESGHI, any increase or decrease in the 
cost of ESGHI leads to a commensurate decrease or increase in other components of employee 
compensation, including wages. Projections of future ratios of earnings to total labor compensation 
follow this principle. 
 
The Trustees assume that the total amount of future ESGHI premiums will be affected by provisions 
of the Affordable Care Act of 2010 (ACA). A key provision of ACA affecting the projected growth in 
ESGHI premiums, the excise tax on ESGHI premiums (commonly referred to as the “Cadillac Tax”), 
was repealed in December 2019. As a result, the Trustees assume ESGHI premiums will increase 
faster, and wages therefore more slowly, than was assumed in the 2010 through 2019 reports. Data 
from BEA indicate that the other significant component of non-wage employee compensation is 
employer contributions to retirement plans. This component is assumed to grow faster than employee 
compensation in the future as life expectancy and potential time in retirement increase. The average 
annual rates of change in the ratio of wages to employee compensation from 2029 to 2094 are about 
-0.03, -0.13, and -0.23 percent for the low-cost, intermediate, and high-cost assumptions, 
respectively. These assumed rates are about 0.07 percentage point lower (more negative) than those 
assumed for the 2019 report. Under the intermediate assumptions, the ratio of wages to employee 
compensation declines from 0.814 for 2019 to 0.740 for 2094. 
 
Because earnings and compensation are the same for self-employed workers, the ratio of earnings to 
total labor compensation includes self-employment income both in the numerator and in the 
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denominator. As a result, the rate of decline in the ratio of earnings to total labor compensation 
(which, under the intermediate assumptions, averages 0.11 percent from 2029 to 2094) is less than 
the rate of decline in the ratio of wages to employee compensation. The ratio of total labor 
compensation (i.e., employee compensation and net proprietors’ income) to GDP varies over the 
economic cycle and with changes in the relative sizes of different sectors of the economy. Over the 
last five economic cycles from 1969 to 2007, this ratio has averaged 0.627. The ratio declined from 
0.649 for 2001 to 0.602 in 2009, increased to 0.612 in 2012, and is 0.608 in 2018. This ratio is 
assumed to rise to 0.631 for 2029.  
 
For years after 2029, relative sizes of different sectors of the economy are assumed to remain about 
constant, and therefore the ratio of total labor compensation to GDP remains at about the 2029 level 
for each set of assumptions. The projected average annual growth rate in average nominal U.S. 
earnings from 2029 to 2094 is about 3.55 percent for the intermediate assumptions. This growth rate 
reflects the average annual growth rate of approximately -0.11 percent for the ratio of earnings to total 
labor compensation, and also reflects the assumed ultimate annual growth rates of 1.63 percent for 
productivity, -0.05 percent for average hours worked, and 2.05 percent for the GDP deflator. Similarly, 
the projected average annual growth rates in average nominal U.S. earnings are 4.76 percent for the 
low-cost assumptions and 2.35 percent for the high-cost assumptions. 
 
Over long periods, the average annual growth rate in the average wage in OASDI covered 
employment (henceforth the “average covered wage”) is expected to be very close to the average 
annual growth rate in average U.S. earnings. The estimated annual rate of change in the average 
covered wage is 3.10 percent for 2019. From 2019 to 2029, the annual rate of change in the average 
covered wage averages 5.12, 3.88, and 2.57 percent for the low-cost, intermediate, and high-cost 
assumptions, respectively. The projected average annual growth rates in the average covered wage 
from 2029 to 2094 are 4.76, 3.54, and 2.32 percent for the low-cost, intermediate, and high-cost 
assumptions, respectively. 
 
4. Assumed Real-Wage Differential 
The real increase in the average covered wage has traditionally been expressed in the form of a real-
wage differential — the annual percentage change in the average covered wage minus the annual 
percentage change in the CPI. For the period from 1969 to 2007, covering the last five complete 
economic cycles, the real-wage differential averaged 0.80 percentage point, the result of averages of 
1.02, 0.05, 0.44, 1.47, and 0.83 percentage points over the economic cycles 1969-73, 1973-79, 1979-
90, 1990-2001, and 2001-07, respectively. 
 
For the years 2030 through 2094, the projected average annual real-wage differentials 
for OASDI covered employment are 1.76, 1.14, and 0.52 percentage points for the low-cost, 
intermediate, and high-cost assumptions, respectively. The rounded average annual real-wage 
differentials are 0.08, 0.07, and 0.08 percentage point lower than in the 2019 report. 
 
The estimated real-wage differential averaged 0.71 percentage point for 2008 through 2019 (the 
years since the peak of the last complete economic cycle). The real-wage differential was 1.08 
percentage points in 2018 and is estimated to be 1.44 percentage points in 2019. For the 
intermediate assumptions, the real-wage differential is projected to rise from 1.23 percentage points 
in 2020 to 2.01 percentage points in 2021 before reaching its long-run average of 1.14 percentage 
points for 2030 through 2094. For the low-cost assumptions, the real-wage differential is 1.72 
percentage points for 2020, increases to 2.94 percentage points in 2021, and reaches its long-run 
average of 1.76 percentage points for 2030 through 2094. For the high-cost assumptions, the real-
wage differential is 0.06 percentage point for 2020 and -1.11 percentage points in 2021, due to the 
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assumed recession. It then rises to 1.62 percentage points in 2022 before gradually declining to its 
long-run average of 0.52 percentage point for 2030 through 2094. 
 
Table V.B1 
Principal Economic Assumptions 
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a For rows with a single year listed, the value is the annual percentage change from the prior year. For rows with a range 
of years listed, the value is the compound average annual percentage change. 
b For rows with a single year listed, the value is the annual percentage change in the average annual wage in covered 
employment less the annual percentage change in the Consumer Price Index. For rows with a range of years listed, the 
value is the average of annual values of the real wage differential, beginning with the year following the first year of the 
range. Values are rounded after all computations. 
c Economic cycles are shown from peak to peak, except for the last cycle, which is not yet complete. 
d Greater than -0.005 and less than 0.005. 
e Historical data are not available for the full year. Estimated values vary slightly by alternative and are shown for the 
intermediate assumptions. 
 
5. Labor Force and Unemployment Projections 
The model used by the Office of the Chief Actuary projects the civilian labor force by age, sex, marital 
status, and presence of children. Projections of the labor force participation rates reflect changes in 
disability prevalence, educational attainment, the average level of Social Security retirement benefits, 
the state of the economy, and the change in life expectancy. The projections also include a “cohort 
effect,” which reflects an upward trend in female participation rates across cohorts born through 1948. 
 
The annual rate of growth in the size of the labor force decreased from an average of about 2.6 
percent during the 1969-73 economic cycle and 2.7 percent during the 1973-79 cycle to 1.7 percent 
during the 1979-90 cycle, 1.2 percent during the 1990-2001 cycle, and 1.1 percent during the 2001-
07 cycle. Further slowing of labor force growth is expected to follow from a substantial slowing of 
growth in the working-age population in the future—a consequence of the baby-boom generation 
reaching retirement ages and succeeding lower-birth-rate cohorts reaching working ages. Under the 
intermediate assumptions, the labor force is projected to increase by an average of 0.7 percent per 
year from 2019 to 2029 and 0.4 percent per year over the remainder of the 75-year projection period. 
 

https://www.ssa.gov/oact/tr/2017/V_B_econ.html#wwfootnote_inline_2�
https://www.ssa.gov/oact/tr/2017/V_B_econ.html#wwfootnote_inline_3�
https://www.ssa.gov/oact/tr/2017/V_B_econ.html#wwfootnote_inline_4�
https://www.ssa.gov/oact/tr/2017/V_B_econ.html#wwfootnote_inline_5�
https://www.ssa.gov/oact/tr/2017/V_B_econ.html#wwfootnote_inline_6�
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Labor force participation rates are projected with a model that uses demographic and economic 
assumptions specific to each alternative. More optimistic economic assumptions in the low-cost 
alternative are consistent with higher labor force participation rates, while demographic assumptions 
in the low-cost alternative (such as slower improvement in longevity) are consistent with lower labor 
force participation rates. These economic and demographic influences have largely offsetting effects. 
Therefore, the projected labor force participation rates do not vary substantially across alternatives. 
 
Historically, labor force participation rates reflect trends in demographics and pensions. Between the 
mid-1960s and the mid-1980s, labor force participation rates at ages 50 and over declined for males 
but were fairly stable for females. During this period, the baby-boom generation reached working age 
and more women entered the labor force. This increasing supply of labor allowed employers to offer 
attractive early retirement options. Between the mid-1980s and the mid-1990s, participation rates at 
ages 55 and older roughly stabilized for males and increased for females. Since the mid-1990s, 
however, participation rates for both sexes at ages 50 and over have generally risen. 
 
Many economic and demographic factors, including longevity, health, disability prevalence, the 
business cycle, incentives for retirement in Social Security and private pensions, education, and 
marriage patterns, will influence future labor force participation rates. The Office of the Chief Actuary 
models some of these factors explicitly. To model the effects of other factors related to increases in 
life expectancy, projected participation rates are adjusted upward for mid-career and older ages to 
reflect projected increases in life expectancy. For the intermediate projections, this adjustment 
increases the total labor force by 2.9 percent for 2094. 
 
For men age 16 and over, the projected age-adjusted labor force participation rates for 2094 are 73.0, 
73.1, and 73.1 percent for the low-cost, intermediate, and high-cost assumptions, respectively. The 
Office of the Chief Actuary adjusts the labor force participation rates to the 2011 age distribution of 
the civilian non-institutional U.S. population. 
 
The low-cost assumptions result in a larger working-age population and a larger labor force when 
compared to the intermediate assumptions, but a slightly lower labor force participation rate for men. 
This occurs because the low-cost assumptions include shorter life expectancies and relatively higher 
numbers of never-married individuals in the population. Shorter life expectancies tend to reduce work 
at older ages, while labor force participation rates tend to be lower for never-married men and higher 
for never-married women compared to their married counterparts. For women age 16 and over, the 
projected age-adjusted labor force participation rates for 2094 are 62.1, 61.5, and 60.7 percent for the 
low-cost, intermediate, and high-cost assumptions, respectively. These age-adjusted labor force 
participation rates for 2094 are higher under all three alternatives than the age-adjusted rates for 
2018 of 71.0 percent for men and 58.8 percent for women (based on actual age-specific rates 
published by the Bureau of Labor Statistics), primarily due to the Trustees’ projected increases in life 
expectancy. Projected labor force participation rates in this report are slightly lower than in the 2019 
report. The Trustees believe that a structural shift has occurred in the unemployment rate, such that 
long-term unemployment rates and labor force participation rates will both remain somewhat below 
long-term past averages. Lowering both unemployment rates and labor force participation rates from 
levels in the 2019 report does not imply lower levels of employment; the projected ratio of 
employment to population for this report is similar to that in the 2019 report. 
 
The total civilian unemployment rates are presented in table V.B2. For years through 2029, the table 
presents total civilian rates without adjustment for the changing age-sex distribution of the population. 
For years after 2029, the table presents age-sex-adjusted rates, using the age-sex distribution of the 
2011 civilian labor force. Age-sex-adjusted rates allow for more meaningful comparisons across 
longer time periods. The total civilian unemployment rate reflects the projected levels of 
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unemployment for various age-sex groups of the population. Each group’s unemployment rate 
gradually approaches an assumed stable value within the first ten years of the projection period for all 
alternatives, and thus the total age-sex-adjusted civilian unemployment rate reaches its ultimate 
assumed value within the first ten years of the projection. 
 
The assumed ultimate age-sex-adjusted unemployment rates are 4.0, 5.0, and 6.0 percent for the 
low-cost, intermediate, and high-cost assumptions, respectively. These values are 0.5 percentage 
point lower than in the 2019 report; consistent with the Trustees’ belief that unemployment rates and 
labor force participation rates will both remain below long-term past averages, as mentioned above. 
The Trustees assume the current favorable labor market conditions will draw more nonparticipants 
back into the labor force and the unemployment rate will increase from an estimated 3.7 percent for 
2019 to the assumed 5.0 percent for 2023 under the intermediate assumptions. Under the low-cost 
assumptions, the ultimate unemployment rate is reached in 2022. Under the high-cost assumptions, 
the ultimate unemployment rate is reached in 2028. The assumed ultimate unemployment rate is an 
age-sex-adjusted rate. 
 
6. Gross Domestic Product Projections 
The value of real GDP equals the product of three components: (1) average weekly total employment, 
(2) productivity, and (3) average hours worked per week. Consequently, the growth rate in real GDP 
is approximately equal to the sum of the growth rates for total employment, productivity, and average 
hours worked.  
 
Total employment is the sum of the U.S. Armed Forces and total civilian employment, which depends 
on the total civilian labor force and unemployment rate. For the period from 1969 to 2007, which 
covers the last five complete economic cycles, the average growth rate in real GDP was 3.1 percent. 
This average growth rate approximately equals the sum of the average growth rates of 1.6 percent for 
total employment, 1.7 percent for productivity and -0.3 percent for average hours worked. The real 
GDP for 2018 was 19.3 percent above the 2007 level. The estimated real GDP growth from 2018 to 
2019 is 2.3 percent. 
 
For the intermediate assumptions, the average annual growth in real GDP is 2.1 percent from 2019 to 
2029, the approximate sum of component growth rates of 0.5 percent for total employment, 1.66 
percent for productivity, and -0.04 percent for average hours worked. The projected average annual 
growth in real GDP of 2.1 percent for this period is equal to the underlying sustainable trend rate 
because the Trustees assume that the recovery from the last recession was complete in 2019. After 
2029, the annual growth in real GDP averages 2.0 percent, based on the projected average annual 
growth rate of 0.4 percent for total employment and the assumed ultimate growth rates of 1.63 
percent for productivity and -0.05 percent for average hours worked. The projected growth rate of real 
GDP is slower than the past average growth rate mainly because the working-age population is 
expected to grow more slowly than in the past. 
 
For the low-cost assumptions, the annual growth in real GDP averages 2.9 percent over the decade 
ending in 2029. The relatively fast growth is due mostly to high assumed rates of growth for 
employment and worker productivity. For the high-cost assumptions, the annual growth in real GDP 
averages 1.4 percent for the decade ending in 2029. 
 
7. Interest Rates 
Table V.B2 presents average annual nominal and real interest rates for newly issued trust fund 
securities. The nominal rate is the average of the nominal interest rates for special U.S. Government 
obligations issuable to the trust funds in each of the 12 months of the year. Interest for these 
securities is generally compounded semiannually. The real interest rate is defined as the annual yield 
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rate for investments in these securities divided by the annual rate of growth in the CPI for the first 
year after issuance. The real rate shown for each year reflects the actual realized (historical) or 
expected (future) real yield on securities issuable in the prior year. 
 
To develop a reasonable range of assumed ultimate future real interest rates for the three 
alternatives, the Office of the Chief Actuary examined historical experience for the last five complete 
economic cycles. For the period from 1969 to 2007, the real interest rate averaged 2.9 percent per 
year. The real interest rates averaged 1.6, -1.0, 5.1, 4.1, and 2.0 percent per year over the economic 
cycles 1969-73, 1973-79, 1979-90, 1990-2001, and 2001-07, respectively. The assumed ultimate real 
interest rates are 2.8 percent, 2.3 percent, and 1.8 percent for the low-cost, intermediate, and high-
cost assumptions, respectively. These rates are 0.2 percentage point lower than in the 2019 report. 
 
The actual average annual nominal interest rate was approximately 2.9 percent for 2018, which 
means that securities newly issued in 2018 would yield 2.9 percent if held one year. Estimated 
average prices rose from 2018 to 2019 by approximately 1.7 percent. The annual real interest rate for 
2019 is 1.2 percent, the approximate difference between the nominal interest rate and the rate of 
price increase. For the 10-year short-range projection period, projected nominal interest rates depend 
on changes in the economic cycle and in the CPI. When combined with the ultimate CPI assumptions 
of 3.0, 2.4, and 1.8 percent, the assumed ultimate real interest rates produce ultimate nominal 
interest rates of 5.8 percent for the low-cost assumptions, 4.7 percent for the intermediate 
assumptions, and 3.6 percent for the high-cost assumptions. These nominal rates for newly issued 
trust fund securities reach their ultimate levels by 2029, the end of the short-range period. 
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Table V.B2. 
Additional Economic Factors 
 

 
 



 99 

 
 
 
 
 
 
 
 



 100 

 
 
 

 
 
a The Office of the Chief Actuary adjusts the civilian unemployment rates for 2030 and later to the age-sex distribution of the civilian 
labor force in 2011. For years through 2029, the values are the total rates without adjustment for the changing age-sex distribution. 
b For rows with a single year listed, the value is the annual percentage change from the prior year. For rows with a range of years 
listed, the value is the compounded average annual percentage change. 
c The U.S. civilian labor force. 
d Total U.S. military and civilian employment. 
e The value of the total output of goods and services in 2012 dollars. 
f The average of the nominal interest rates, compounded semiannually, for special public-debt obligations issuable to the trust funds in 
each of the 12 months of the year. 
g The realized or expected annual real yield for each year on securities issuable in the prior year.  
h Greater than -0.05 and less than 0.05 percent. 
i Economic cycles are shown from peak to peak, except for the last cycle, which is not yet complete. 
j Historical data are not available for the full year. Estimated values vary slightly by alternative and are shown for the intermediate 
assumptions. 
 
 
C. PROGRAM-SPECIFIC ASSUMPTIONS AND METHODS 
The Office of the Chief Actuary at the Social Security Administration uses a set of models to project 
future income and cost under the OASDI program. These models rely not only on the demographic 
and economic assumptions described in the previous sections, but also on a number of program-
specific assumptions and methods. Values of many program parameters change from year to year as 
prescribed by formulas set out in the Social Security Act. 
 
These program parameters affect the level of payroll taxes collected and the level of benefits paid. 
The office uses more complex models to project the numbers of future workers covered under OASDI 
and the levels of their covered earnings, as well as the numbers of future beneficiaries and the 
expected levels of their benefits. The following subsections provide descriptions of these program-
specific assumptions and methods. 
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1. Automatically Adjusted Program Parameters 
The Social Security Act requires that certain parameters affecting the determination of OASDI 
benefits and taxes be adjusted annually to reflect changes in particular economic measures. 
Formulas prescribed in the law, applied to reported statistics, change these program parameters 
annually. The law bases these automatic adjustments on measured changes in the national average 
wage index (AWI) and the Consumer Price Index for Urban Wage Earners and Clerical Workers 
(CPI).1 This section shows values for program parameters adjusted using these indices from the time 
that these adjustments became effective through 2029. Projected values for future years depend on 
the economic assumptions described in the preceding section of this report. 
 
Tables V.C1 and V.C2 present the historical and projected values of the CPI-based benefit increases, 
the AWI series, and the values of many of the wage-indexed program parameters. Each table shows 
projections under the three alternative sets of assumptions. Table V.C1 includes: 
The annual cost-of-living benefit increase percentages. The automatic cost-of-living adjustment 
provisions in the Social Security Act specify increases in OASDI benefits based on increases in the 
CPI. Volatility in oil prices has resulted in substantial volatility in recent cost-of-living adjustments. A 
large cost-of-living adjustment for December 2008 was followed by no cost-of-living adjustments for 
December 2009 and December 2010. More recent volatility in oil prices again affected the CPI, 
resulting in no cost-of-living adjustment for December 2015. Cost-of-living adjustments resumed in 
December 2016. All three sets of assumptions include annual cost-of-living adjustments for all future 
years. 
The annual levels of and percentage increases in the AWI. Under section 215(b)(3) of the Social 
Security Act, Social Security benefit computations index taxable earnings (for most workers first 
becoming eligible for benefits in 1979 or later) using the AWI for each year after 1950. This procedure 
converts a worker’s past earnings to approximately average-wage-indexed equivalent values near the 
time of his or her benefit eligibility. Other program parameters presented in this section that are 
subject to the automatic-adjustment provisions also rely on the AWI. 
The wage-indexed contribution and benefit base. For any year, the contribution and benefit base is 
the maximum amount of earnings subject to the OASDI payroll tax and creditable toward benefit 
computation. The Social Security Act defers any increase in the contribution and benefit base if there 
is no cost-of-living adjustment effective for December of the preceding year. There was no increase in 
the contribution and benefit base for 2010, 2011, or 2016 because there was no cost-of-living 
adjustment for the immediate prior December in each case. Under all three sets of assumptions, the 
contribution and benefit base is projected to increase for all future years. 
The wage-indexed retirement earnings test exempt amounts. The exempt amounts are the annual 
amount of earnings below which beneficiaries do not have benefits withheld. A lower exempt amount 
applies for years prior to the year of attaining normal retirement age. A higher exempt amount applies 
beginning with the year in which a beneficiary attains normal retirement age. Starting in 2000, the 
retirement earnings test no longer applies beginning with the month of attaining normal retirement 
age. The Social Security Act defers any increase in these exempt amounts if there is no cost-of-living 
adjustment effective for December of the preceding year. There was no increase in these exempt 
amounts for 2010, 2011, or 2016 because there was no cost-of-living adjustment for the immediate 
prior December. Under all three sets of assumptions, the exempt amounts increase for all future 
years. 
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Table V.C1. 
Cost-of-Living Benefit Increases, Average Wage Index, Contribution and Benefit Bases, and 
Retirement Earnings Test Exempt Amounts, 1975-2029 
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a Effective with benefits payable for June in each year 1975-82, and for December in each year after 1982. 
b See table VI.G6 for projected dollar amounts of the AWI for years beyond the last year of this table. 
c Public Law 95-216 specified amounts for 1978-81. Public Law 101-239 changed the indexing procedure and caused slightly higher 
bases after 1989. 
d Normal retirement age. See table V.C3 for specific values. 
e In 1955-82, the retirement earnings test did not apply at ages 72 and over. In 1983-99, the test did not apply at ages 70 and over. 
Beginning in 2000, the test does not apply beginning with the month of normal retirement age attainment. In the year of normal 
retirement age attainment, the higher exempt amount applies to earnings prior to the month of normal retirement age attainment. Public 
Law 95-216 specified amounts for 1978-82. Public Law 104-121 specified amounts for 1996-2002. 
f Originally determined as 2.4 percent. Pursuant to Public Law 106-554, effectively 2.5 percent. g Actual amount, as determined under 
automatic-adjustment provisions. 
 
Table V.C2 shows values for other wage-indexed parameters. The table provides historical values 
from 1978, when indexing of the amount of earnings required for a quarter of coverage first began, 
through 2020, and also shows projected values through 2029. These other wage-indexed program 
parameters are: 
 
The bend points in the formula for computing the primary insurance amount (PIA) for workers who 
reach age 62, become disabled, or die in a given year. As figure V.C1 illustrates, these two bend 
points define three ranges in a worker’s average indexed monthly earnings (AIME). The formula for 
the worker’s PIA multiplies a 90, 32, or 15 percent factor by the portion of the worker’s AIME that falls 
within the three respective ranges, and then adds the resulting products together. 
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Figure V.C1. 
Primary-Insurance-Amount Formula for Those Newly Eligible in 2020 
 

 
 
The bend points in the formula for computing the maximum total amount of monthly benefits payable 
based on the earnings record of a retired or deceased worker (maximum family benefit). As figure 
V.C2 illustrates, these three bend points define four ranges in a worker’s PIA. The formula for the 
maximum family benefit multiplies a 150, 272, 134, or 175 percent factor by the portion of the 
worker’s PIA that falls within the four respective ranges, and then adds the resulting products 
together. 
 
Figure V.C2. 
OASI Maximum-Family-Benefit Formula for Those Newly Eligible in 2020 
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The amount of earnings required in a year to earn a quarter of coverage (QC). The number and 
timing of QCs earned determines an individual’s insured status—the basic requirement for benefit 
eligibility under OASDI. 
 
The old-law contribution and benefit base- the contribution and benefit base that would have been in 
effect without enactment of the 1977 amendments. This old-law base is used in determining special-
minimum benefits for certain workers who have many years of low earnings in covered employment. 
Since 1986, the calculation of OASDI benefits for certain workers who are eligible to receive pensions 
based on noncovered employment uses the old-law base. In addition, the Railroad Retirement 
program and the Employee Retirement Income Security Act of 1974 use the old-law base for certain 
purposes. 
 
 
Table V.C3 
Legislated Changes in Normal Retirement Age and Delayed Retirement 
Credits for Persons Reaching Age 62 in Each Year 1986 and Later 
 

 
 
2. Covered Employment 
Projections of the total U.S. civilian labor force and unemployment rate (see table V.B2) are based on 
Bureau of Labor Statistics definitions from the Current Population Survey (CPS). These projections 
represent the average weekly number of employed and unemployed persons, age 16 and over, in the 
U.S. in a calendar year. Covered employment for a calendar year is defined as the total number of 
persons who have any OASDI covered earnings (that is, earnings subject to the OASDI payroll tax) at 
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any time during that year. For those age 16 and over, projected covered employment is the sum of 
age-sex groups, each reflecting the growth projected for the group’s total U.S employment and 
average weeks worked per year.1 For the short-range period, the age-sex-adjusted average weeks 
worked declines slightly as the age-sex-adjusted unemployment rate rises to its ultimate assumed 
value of 5.0 percent. After 2029, the average weeks worked for each age-sex group is assumed to 
remain constant. The projection method also accounts for changes in non-OASDI-covered 
employment and the increase in coverage of Federal civilian employment as a result of the 1983 
Social Security Amendments. 
 
It also reflects changes in the number and employment status of other-than- LPR immigrants residing 
within the Social Security coverage area, such as undocumented immigrants and foreign workers and 
students with temporary visas. 
 
The covered-worker rate is the ratio of OASDI covered workers to the Social Security area 
population. For men age 16 and over, the projected age-adjusted covered-worker rates for 2094 are 
69.5, 69.1, and 68.9 percent for the low-cost, intermediate, and high-cost assumptions, respectively. 
For women age 16 and over, the projected age-adjusted covered-worker rates for 2094 are 66.5, 
65.2, and 63.9 percent for the low-cost, intermediate, and high-cost assumptions, respectively. For 
men, the intermediate projected rate for 2094 is lower than the 2018 age-adjusted rate of 70.5 
percent primarily due to the projected increase in the portion of the Social Security area population 
that consists of other-than-LPR immigrants. Age-adjusted covered-worker rates are adjusted to the 
2011 age distribution of the Social Security area population. For women, the intermediate projected 
rate for 2094 is higher than the 2018 age-adjusted rate of 64.9 percent because the projected 
increase in the age-adjusted labor force participation rate more than offsets the projected increase in 
the portion of the population that will be other-than-LPR immigrants. 
 
3. Insured Population 
Eligibility for worker benefits under the OASDI program requires some threshold level of work in 
covered employment. A worker satisfies this requirement by his or her accumulation of quarters of 
coverage (QCs). Prior to 1978, a worker earned one QC for each calendar quarter in which he or she 
earned at least $50. In 1978, when annual earnings reporting replaced quarterly reporting, the 
amount required to earn a QC (up to a maximum of four per year) was set at $250. As specified in the 
law, the Social Security Administration has adjusted this amount each year since then according to 
changes in the AWI. Its value in 2020 is $1,410. There are three types of insured status that a worker 
can earn under the OASDI program. The number and recency of QCs earned determine each status. 
A worker is fully insured when his or her total number of QCs is greater than or equal to the number 
of years elapsed after the year of attainment of age 21 (but not less than six). After a worker has 
accumulated 40 QCs, he or she remains permanently fully insured. A worker is disability insured if he 
or she is: (1) a fully insured worker who has accumulated 20 QCs during the 40-quarter period ending 
with the current quarter, (2) a fully insured worker aged 24-30 who has accumulated QCs during one-
half of the quarters elapsed after the quarter of attainment of age 21 and up to and including the 
current quarter, or (3) a fully insured worker under age 24 who has accumulated six QCs during the 
12-quarter period ending with the current quarter. A worker is currently insured when he or she has 
accumulated six QCs during the 13-quarter period ending with the current quarter. Periods of 
disability reduce the number of quarters required for insured status, but not below the minimum of six 
QCs.  
 
There are many types of benefits payable to workers and their family members under the OASDI 
program. A worker must be fully insured to be eligible for a primary retirement benefit and for his or 
her spouse or children to be eligible for auxiliary retirement benefits. A deceased worker must have 
been either currently insured or fully insured at the time of death for his or her children (and their 
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mother or father) to be eligible for benefits. If there are no eligible surviving children, the deceased 
worker must have been fully insured at the time of death for his or her surviving spouse to be eligible. 
A worker must be disability insured to be eligible for a primary disability benefit and for his or her 
spouse or children to be eligible for auxiliary disability benefits. 
 
The Office of the Chief Actuary estimates the fully insured population, as a percentage of the Social 
Security area population, by single year of age and sex starting in 1969. The short-range model 
extrapolates the historical trend in these rates from data in the Continuous Work History Sample 
(CWHS). The model uses information on quarters of coverage earned due to employment covered by 
Social Security derived from tabulations of the CWHS. The model also uses historical administrative 
data on beneficiaries in force and estimated historical mortality rates. The model combines this 
information to estimate the proportion of individuals who were alive and fully insured as of the end of 
each historical year. Using projected mortality rates and covered workers, the model extrapolates 
these rates into the future and applies them to the historical and projected population to arrive at the 
fully insured population by age and sex through the end of the short-range period. The long-range 
fully insured model uses 30,000 simulated work histories for each sex and birth cohort, representing 
everyone except the other-than-LPR immigrant population. For the other-than-LPR immigrant 
population, the model generates substantially lower percentages attaining fully insured status. The 
model constructs simulated work histories using past coverage rates, earnings distributions, and 
amounts required for crediting QCs, and develops them in a manner that replicates historical 
individual variations in work patterns. 
 
The probability of covered employment in any year is assumed to be higher for those who have 
worked more consistently in the recent past. Model parameters are selected so that simulated fully 
insured percentages are consistent with the fully insured percentages estimated by the short-range 
model for the recent historical period.  
 
The Office of the Chief Actuary estimates the disability insured population, as a percentage of the 
fully insured population, by age and sex starting in 1969. The office bases historical values on a 
tabulation of the disability insured population from the CWHS and estimates of the fully insured 
population. The short-range model projects these percentages by using the relationship between the 
historical percentages and covered-worker rates. The long-range model projects these percentages 
by using the same simulated work histories used to project the fully insured percentages. The long-
range model makes additional adjustments to the model simulations in order to bring the disability 
insured percentages in the historical and short-range periods into close agreement with those 
estimated from the CWHS and the short-range model. 
 
The office does not project the currently insured population because the number of beneficiaries who 
are entitled to benefits based solely on currently insured status has been very small recently and is 
likely to remain small in the future. Using these insured models, the percentage of the Social Security 
area population aged 62 and over that is fully insured is projected to change from its estimated level 
of 87.7 for December 31, 2017, to 87.1, 88.1, and 89.3 for December 31, 2095, under the low-cost, 
intermediate, and high-cost alternatives, respectively. Over the projection period, the percentages for 
both males and females change significantly. The percentage for males' declines, reflecting, in part, 
increases in the percent of the population that is classified as other-than-LPR immigrants and is thus 
less likely to have earnings reported and credited to them. The percentage for females increases, 
reflecting the past substantial growth in the employment of younger cohorts of women. Under the 
intermediate assumptions, for example, the percentage for males decreases from 94.0 to 87.4, and 
the percentage for females increases from 82.4 to 88.8. 
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4. Old-Age and Survivors Insurance Beneficiaries 
The Office of the Chief Actuary projects the number of OASI beneficiaries for each type of benefit 
separately by the sex of the worker on whose earnings the benefits are based and by the age of the 
beneficiary. For the long-range period, the office also projects the number of beneficiaries by marital 
status for several types of benefits. The office uses two separate models in making these projections. 
The short-range model makes projections during the first 10 years of the projection period and the 
long-range model makes projections thereafter. 
 
The short-range model develops the number of retired-worker beneficiaries by applying award rates 
to the aged fully insured population, excluding those already receiving retired-worker, disabled-
worker, aged-widow(er), or aged-spouse benefits, and by applying termination rates to the number of 
retired-worker beneficiaries. 
 
The long-range model projects the number of retired-worker beneficiaries who were not previously 
converted from disabled-worker beneficiary status as a percentage of the exposed population. The 
exposed population is the fully insured population age 62 and over, excluding persons entitled to or 
converted from disabled-worker benefits and fully insured persons entitled only to widow(er) benefits. 
For age 62, the model projects this percentage by using a linear regression based on the historical 
relationship between this percentage, the labor force participation rate at age 62, and the number of 
months from age 62 to normal retirement age. The percentage for ages 70 and over is nearly 100 
because delayed retirement credits cannot be earned after age 70. The long-range model projects 
the percentage for each age 63 through 69 based on historical experience with an adjustment for 
changes in the portion of the primary insurance amount that is payable at each age of entitlement. 
The model adjusts these percentages for ages 62 through 69 to reflect changes in the normal 
retirement age. 
 
The long-range model calculates the number of retired-worker beneficiaries previously converted 
from disabled-worker beneficiary status using an extension of disabled-worker death rates by age, 
sex, and duration. The Office of the Chief Actuary estimates the number of aged-spouse 
beneficiaries, excluding those who are also receiving a retired-worker benefit, from the population 
projected by age and sex. Benefits of aged-spouse beneficiaries depend on the earnings records of 
their husbands or wives, who are referred to as “earners.” The short-range model projects insured 
aged-spouse beneficiaries in conjunction with the retired-worker beneficiaries. This model projects 
uninsured aged-spouse beneficiaries by applying award rates to the aged uninsured male or female 
population and by applying termination rates to the population already receiving such benefits. 
 
The long-range model estimates aged-spouse beneficiaries separately for those married and 
divorced. The model projects the number of married-aged spouse beneficiaries, by age and sex, by 
applying a series of factors to the number of spouses, aged 62 and over, in the population. These 
factors are the probabilities that the spouse and the earner meet all of the conditions of eligibility—
that is, the probabilities that: 
(1) the earner is 62 or over,  
(2) the earner is insured,  
(3) the earner is either receiving benefits or has suspended benefits,  
(4) the spouse is not receiving a benefit for the care of an entitled child,  
(5) the spouse is either not insured or is insured but not receiving benefits, and  
(6) the spouse is not eligible to receive a significant government pension based on earnings from 
noncovered employment. 
 
To calculate the estimated number of aged-spouse beneficiaries, the model applies a projected 
prevalence rate to the resulting number of spouses. Due to the Bipartisan Budget Act of 2015, aged 
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spouses are no longer eligible to receive an aged-spouse benefit if the earner suspends their benefit 
after April 29, 2016. Additionally, for those turning age 62 in 2016 and later, deemed filing now 
applies to all retired workers and spouses even after initial entitlement, regardless of age. Thus, 
spouses who are insured are no longer eligible to delay their retired-worker benefit while receiving an 
aged-spouse benefit. The long-range model estimates the number of divorced aged-spouse 
beneficiaries, by age and sex, by applying the same factors to the number of divorced persons aged 
62 and over in the population, with three differences. 
 
First, the model applies a factor to reflect the probability that the earner (former spouse) is still alive. If 
the former spouse is not alive, the person may be entitled to a divorced widow(er) benefit. Second, 
the model applies a factor to reflect the probability that the marriage to the former spouse lasted at 
least 10 years. Third, the model does not apply factor (3) in the previous paragraph because, 
effective January 1985, a divorced person is generally no longer required to wait for the former 
spouse to receive benefits. 
 
The Office of the Chief Actuary bases the projected numbers of children under age 18, and students 
aged 18 and 19, who are eligible for benefits as children of retired-worker beneficiaries, on the 
projected number of children in the population. The short-range model develops the number of 
entitled children by applying award rates to the number of children in the population who have two 
living parents and by applying termination rates to the number of children already receiving benefits.  
 
The long-range model projects separately the number of entitled children by sex of the earner parent. 
For each age under 18, the model multiplies the projected number of children with a parent aged 62 
and over by the ratio of the number of retired workers aged 62 to 71 to the number of members of the 
population aged 62 to 71. For student beneficiaries, the model multiplies the number of children aged 
18 and 19 in the population by the probabilities that: 
(1) the parent is alive, aged 62 or over, insured, and receiving a retired-worker benefit; and  
(2) the child is attending high school. 
 
The Office of the Chief Actuary projects the number of disabled children, aged 18 and over, of retired-
worker beneficiaries from the adult population. The short-range model applies award rates to the 
population and applies termination rates to the number of disabled children already receiving benefits. 
The long-range model projects the number of disabled children in a manner similar to that used for 
student children except for a factor that reflects the probability of being disabled before age 22. The 
short-range model develops the number of spouses of retired workers, who are entitled to spouse 
benefits because they are caring for a child who is under age 16 or disabled, by applying award rates 
to the number of awards to children of retired workers and by applying termination rates to the 
number of young spouses with a child in their care who are already receiving benefits. The long-
range model projects the number of young-spouse beneficiaries with a child in their care as a 
proportion of the number of child beneficiaries of retired workers, including projected changes in 
average family size. 
 
The Office of the Chief Actuary projects the number of aged-widow(er) beneficiaries, excluding those 
who are also receiving a retired-worker benefit, from the population by age and sex. The short-range 
model projects fully insured aged-widow(er) beneficiaries in conjunction with the retired-worker 
beneficiaries. The model projects the number of uninsured aged-widow(er) beneficiaries by applying 
award rates to the aged uninsured male or female population and by applying termination rates to the 
population already receiving such benefits. The long-range model projects uninsured aged/widow( er) 
beneficiaries by marital status. The model multiplies the number of widow(er)s in the population aged 
60 and over by the probabilities that: 
(1) the deceased earner is fully insured at death,  



 110 

(2) the widow(er) is not receiving a benefit for the care of an entitled child,  
(3) the widow(er) is not fully insured, and  
(4) the widow(er) benefits are not withheld because of receipt of a significant government pension 
based on earnings in noncovered employment.  
 
In addition, the model applies the same factors to the number of divorced persons aged 60 and over 
in the population and includes additional factors representing the probability that the person’s former 
earner spouse has died and that the marriage lasted at least 10 years. The model projects the 
number of insured aged-widow(er) beneficiaries who are ages 60 through 70 in a manner similar to 
that for uninsured aged-widow(er) beneficiaries. In addition, the model assumes that some insured 
widow(er)s who had not applied for their retired-worker benefits will receive widow(er) benefits. 
 
The model projects insured aged-widow(er) beneficiaries over age 70 by applying termination rates to 
the population that started receiving such benefits prior to age 70. The short-range model develops 
the number of disabled-widow(er) beneficiaries by applying award rates to the uninsured male or 
female population and by applying termination rates to the population already receiving a disabled-
widow(er) benefit. The long-range model projects the number for each cohort by age from 50 to 
normal retirement age as percentages of the widowed and divorced populations, adjusted for the 
insured status of the deceased spouse, the prevalence of disability, and the probability that the 
disabled spouse is not receiving another type of benefit. 
 
The Office of the Chief Actuary bases the projected number of children under age 18, and students 
aged 18 and 19, who are entitled to benefits as survivors of deceased workers, on the number of 
children in the population whose mothers or fathers are deceased. The short-range model develops 
the number of entitled children by applying award rates to the number of orphaned children and by 
applying termination rates to the number of children already receiving benefits. 
 
The long-range model projects the number of surviving-child beneficiaries in a manner similar to that 
for student beneficiaries of retired workers, except that the model replaces the probability that the 
parent is aged 62 or over with the probability that the parent is deceased. The Office of the Chief 
Actuary projects the number of surviving-disabled child beneficiaries, aged 18 and over, from the 
adult population. The short-range model applies award rates to the population and applies termination 
rates to the number of surviving-disabled-child beneficiaries already receiving benefits. The long-
range model projects the number of surviving-disabled-child beneficiaries in a manner similar to that 
for surviving-student-child beneficiaries, except for including an additional factor to reflect the 
probability of being disabled before age 22. 
 
The short-range model develops the numbers of entitled surviving-mother and surviving-father 
beneficiaries by applying award rates to the number of awards to surviving-child beneficiaries, in 
cases where the children are either under age 16 or disabled, and by applying termination rates to the 
number of surviving-mother and surviving-father beneficiaries already receiving benefits. The long-
range model estimates the numbers of surviving-mother and surviving-father beneficiaries, assuming 
they are not remarried, from the number of surviving-child beneficiaries. 
 
The Office of the Chief Actuary projects the number of surviving-parent beneficiaries based on the 
historical pattern of the number of such beneficiaries. Table V.C4 shows the projected number of 
beneficiaries under the OASI program by type of benefit. The retired-worker beneficiary counts 
include those persons who receive a residual auxiliary benefit in addition to their retired-worker 
benefit. The office makes estimates of the number and amount of residual payments separately for 
spouses and widow(er)s. 
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Table V.C4 
OASI Beneficiaries With Benefits in Current-Payment Status 
at the End of Calendar Years 1945-2095 
[In thousands] 
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a Retired-worker beneficiaries include persons who also receive a residual benefit consisting of the excess of an auxiliary 
benefit over their retired-worker benefit. 
Notes:  
1. The number of beneficiaries does not include uninsured individuals who receive benefits under Section 228 of the 
Social Security Act. Transfers from the General Fund of the Treasury reimburse the OASI Trust Fund for the cost of most 
of these individuals. 
2. Totals do not necessarily equal the sums of rounded components. 
 
5. Disability Insurance Beneficiaries 
The DI Trust Fund pays for benefits to disabled workers who: (1) satisfy the disability insured 
requirements, (2) are unable to engage in any substantial gainful activity due to a medically 

https://www.ssa.gov/oact/tr/2017/V_C_prog.html#wwfootnote_inline_38�
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determinable physical or mental impairment severe enough to satisfy the requirements of the 
program, and (3) have not yet attained normal retirement age. Spouses and children of such disabled 
workers may also receive DI benefits provided they satisfy certain criteria, primarily age and earnings 
requirements.  
 
The Office of the Chief Actuary projects the number of disabled-worker beneficiaries in current-
payment status (disability prevalence) for each future year. The projections start with the number in 
current-payment status as of December 2019. Projections of the number of new beneficiaries 
awarded benefits each year (disability incidence) and the number of beneficiaries leaving the 
disability rolls each year then determine the number in current payment status in later years. 
Beneficiaries leave the rolls due to death and recovery (disability terminations) and due to conversion 
from disabled worker to retired-worker beneficiary status at normal retirement age, after which the 
OASI Trust Fund pays for benefits. The remainder of this section describes the concepts of disability 
incidence, termination, and prevalence. 
 
a. Disability Incidence 
The disability incidence rate is the ratio of the number of new beneficiaries awarded benefits each 
year to the number of individuals who meet insured requirements but are not yet receiving benefits 
(the disability-exposed population). The disability-exposed population excludes those receiving 
benefits, while the disability insured population includes them. Section V.C.3 of this report describes 
the projection of the disability insured population. The Office of the Chief Actuary projects the number 
of newly awarded beneficiaries for each future year by multiplying assumed age-sex-specific disability 
incidence rates and the projected disability-exposed population by age and sex. 
 
Figure V.C3 illustrates the historical and estimated incidence rates under the three alternatives. 
Incidence rates have varied substantially during the historical period since 1970 due to a variety of 
demographic and economic factors, along with changes in legislation and program administration. 
The solid lines in figure V.C3 show the incidence rate adjusted to the age-sex distribution of the 
disability-exposed population for 2000. This adjustment allows a comparison of incidence rates over 
time by focusing on the likelihood of becoming disabled, and by excluding the effects of a changing 
distribution of the population toward ages where disability is more or less likely. 
 
The dashed lines in figure V.C3 represent the gross (unadjusted) incidence rates. The changing age-
sex distribution of the exposed population over time influences these unadjusted rates. The gross 
incidence rate fell below the age-sex-adjusted rate between 1975 and 2000 as the baby-boom 
generation increased the size of the younger working-age population, where disability incidence is 
lower than in older populations. After 1990, the gross rate generally increased relative to the age-sex-
adjusted rate as the baby-boom generation moved into an age range where disability incidence 
peaks. The projected gross incidence rate generally declines relative to the age-sex-adjusted rate as 
the baby-boom generation moves above the normal retirement age and the lower-birth-rate cohorts of 
the 1970s enter prime disability ages (50 to normal retirement age). As these smaller cohorts age 
beyond normal retirement age, by about 2050, the gross incidence rate returns to a higher relative 
level under the intermediate assumptions. Thereafter, the gross rate remains higher than the age-
sex-adjusted rate, and reflects the persistently higher average age of the working-age population, 
which is largely due to lower birth rates since 1965, and to the increase in the normal retirement age. 
For the first 10 years of the projection period (through 2029), incidence rates reflect several factors 
including: (1) aspects of program administration, such as efforts to reduce the disability determination 
backlogs and recent changes in procedures for adjudicating claims; (2) assumed future 
unemployment rates; and (3) recent trends in incidence. At the beginning of the recent period of high 
unemployment, disability incidence rates were well above the general trend level, with rates reaching 
a peak in 2010. Over the last few years, incidence rates have subsided as the economy has 
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recovered, and have persisted at levels well below those expected over the long-term. Some of the 
elevation of disability incidence rates experienced during the recession and the lowering of incidence 
rates experienced during the recovery are likely due to many individuals applying for disability 
benefits earlier than they would have otherwise. For 2019, the actual incidence rate (4.0 per 
thousand) was below the level projected in last year’s report (4.4 per thousand). In this year’s report, 
incidence rates are assumed to rise more gradually early in the short-range period than in last year’s 
report, and are lower later in the period. 
 
Incidence rates are assumed to be somewhat elevated during the period 2020 through 2021, when 
the Social Security Administration is expected to eliminate a backlog of individuals who have 
appealed for a hearing on a prior disability claim denial. In 2029, at the end of the short-range period, 
age-sex-specific incidence rates reach the ultimate rates assumed for the long-range projections.  
 
These ultimate age-sex-specific disability incidence rates were selected based on careful analysis of 
historical levels and patterns and expected future conditions, including the impact of scheduled 
increases in the normal retirement age.  Projected incidence rates are adjusted upward to account for 
additional workers who are expected to file for disability benefits (rather than retirement benefits) in 
response to reductions in retirement benefits as the normal retirement age rises. 
 
The ultimate incidence rates represent the expected average rates of incidence for the future. For the 
intermediate alternative, the Trustees assume that the ultimate age-sex-adjusted incidence rate 
(adjusted to the disability-exposed population for the year 2000) will be 5.0 awards per thousand 
exposed, which is lower than in last year’s report by 0.2 awards per thousand exposed. Figure V.C3 
illustrates that the assumed ultimate age-sex-adjusted incidence rate of 5.0 is slightly lower than the 
average rate for the historical period 1970 through 2019 (5.1 per thousand). However, a similar 
comparison using gross incidence rates gives a very different result. The estimated ultimate gross 
incidence rate is substantially greater than the average gross rate over the historical period due to the 
large changes in the age-sex distribution of the disability-exposed population between 1970 and 
2010. 
 
The Trustees assume that the ultimate age-sex-adjusted incidence rates for the low-cost and high-
cost alternatives will be 4.0 and 6.0 awards per thousand exposed, or about 1.0 awards per thousand 
lower and 1.0 awards per thousand higher, respectively, than the ultimate incidence rate for the 
intermediate alternative. The low-cost and high-cost ultimate age-sex-adjusted incidence rates are 
both lower than those in last year’s report by 0.2 awards per thousand exposed.  
 
b. Disability Termination 
Beneficiaries stop receiving disability benefits when they die, recover from their medically-
determinable disabling condition, or return to substantial work. Disabled-worker beneficiaries who 
return to substantial work for an extended period are deemed to have recovered, and their benefits 
are then terminated. The termination rate is the ratio of the number of terminations for these reasons 
to the average number of disabled-worker beneficiaries during the year. 
 
The Office of the Chief Actuary projects termination rates by age, sex, and reason for termination. In 
addition, the office projects termination rates by duration of entitlement to disabled-worker benefits in 
the long-range period (post-2029). In the short-range period (through 2029), the projected age-sex-
adjusted death rate (adjusted to the 2000 disabled-worker population) under the intermediate 
assumptions gradually declines from 24.8 deaths per thousand beneficiaries for 2019 to about 23.7 
per thousand for 2029. The projected age-sex-adjusted recovery rate (medical improvement and 
return to work) under the intermediate assumptions decreases from the relatively high level of 18.9 
per thousand beneficiaries for 2019 to 10.3 per thousand beneficiaries for 2029. The recovery rate 
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has been high in recent years due to an ongoing administrative effort to eliminate a backlog of 
continuing disability reviews. 
 
The rate is expected to decrease as the backlog is reduced. Under the low-cost and high-cost 
assumptions, total age-sex-adjusted termination rates due to death and recovery are roughly 10-15 
percent higher or lower, respectively, than under the intermediate assumptions.  
 
For the long-range period (post-2029), the Office of the Chief Actuary projects death and recovery 
rates by age, sex, and duration of entitlement relative to the average level of rates experienced over 
the base period 2011 through 2015. The assumed ultimate age-sex-adjusted recovery rate for 
disabled workers is about 10.3 per thousand beneficiaries. The assumed ultimate age-sex-adjusted 
recovery rates for the low-cost and high-cost alternatives are about 12.5 and 8.2 recoveries per 
thousand beneficiaries, respectively. Death rates by age and sex change throughout the long-range 
period at the same rate as death rates in the general population. From the age-sex-adjusted death 
rate of 24.8 per thousand beneficiaries in 2019, this rate decreases to 18.9, 12.0, and 7.1 per 
thousand disabled-worker beneficiaries for 2095 under the low-cost, intermediate, and high-cost 
assumptions, respectively. 
 
Figure V.C4 illustrates gross and age-sex-adjusted total termination rates (including both recoveries 
and deaths) for disabled-worker beneficiaries for the historical period since 1970, and for the 
projection period through 2095. As with incidence rates, the age-sex-adjusted termination rate 
illustrates the real change in the tendency to terminate benefits. Changes in the age-sex distribution 
of the beneficiary population influence the gross termination rate. A shift in the disabled-worker 
beneficiary population to older ages, as occurred over the past 20 years when the baby-boom 
generation moved into pre-retirement ages, increases gross death termination rates relative to the 
age-sex-adjusted rates. 
 
c. Comparison of Incidence, Termination, and Conversion 
Incidence and termination rates are the foundation for projecting the number of disabled-worker 
beneficiaries in current-payment status. At normal retirement age, all disabled-worker beneficiaries 
convert to retired-worker status and leave the DI rolls. 
 
Figure V.C5 compares the historical and projected (intermediate) levels of incidence, termination, and 
conversion on both a gross basis and an age-sex-adjusted basis. Incidence rates have varied widely, 
and the Trustees expect the age-sex adjusted rates under the intermediate assumptions to remain 
near the middle of the high and low extremes experienced since 1970. Termination rates have 
declined and the Trustees expect them to continue to decline, largely because of declining death 
rates. 
 
Conversions are a transfer of beneficiaries at normal retirement age from the DI program to the OASI 
program. Therefore, the disability “conversion” rate is 100 percent for disabled-worker beneficiaries 
reaching normal retirement age in a given year and zero at all other ages. After conversion, recovery 
from the disabling condition is no longer relevant for benefit eligibility. The conversion ratio is the 
number of conversions in a given year (that is, beneficiaries who reach normal retirement age) 
divided by the average number of disabled-worker beneficiaries at all ages in that year. The ratio is 
constant on an age-sex-adjusted basis, except for the two periods during which normal retirement 
age increases under current law. On a gross basis, however, the conversion ratio rises and falls with 
the changing proportion of all disabled-worker beneficiaries who attain normal retirement age in a 
given year. The gross conversion ratio generally increases from 2005 to 2030 due to aging of the 
beneficiary population. 
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d. DI Beneficiaries and Disability Prevalence Rates 
The Office of the Chief Actuary makes detailed projections of disabled-worker awards, terminations, 
and conversions and combines these to project the number of disabled workers receiving benefits 
over the next 75 years. Table V.C5 presents the projected numbers of disabled workers in current-
payment status. The number of disabled workers in current-payment status grows from 8.4 million at 
the end of 2019, to 11.2 million, 12.9 million, and 13.9 million at the end of 2095, under the low-cost, 
intermediate, and high-cost assumptions, respectively. Of course, much of this growth results from 
the growth and aging of the population described earlier in this chapter. Table V.C5 also presents 
projected numbers of auxiliary beneficiaries and disability prevalence rates on both a gross basis and 
an age-sex-adjusted basis. 
 
Figure V.C3 
DI Disability Incidence Rates, 1970-2095 
[Awards per thousand disability-exposed] 
 

 
 
For the intermediate alternative, the Trustees assume that the ultimate age-sex-adjusted incidence 
rate (adjusted to the disability-exposed population for the year 2000) will be 5.4 awards per thousand 
exposed, which is the same as in last year’s report. Figure V.C3 illustrates that the estimated ultimate 
age-sex-adjusted incidence rate of 5.4 is slightly higher than the average rate for the historical period 
1970 through 2016, reflecting the increase in female incidence rates over this period. However, a 
similar comparison using gross incidence rates gives a very different result. The estimated ultimate 
gross incidence rate is substantially greater than the average gross rate over the historical period due 
to the large changes in the age-sex distribution of the disability-exposed population between 1970 
and 2010. 
 
The Trustees assume that the ultimate age-sex-adjusted incidence rates for the low-cost and high-
cost alternatives will be 4.3 and 6.4 awards per thousand exposed, or about 17 percent lower and 23 
percent higher than the average for the historical period, respectively. These ultimate age-sex-
adjusted incidence rates are similar to those in last year’s report. 
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b. Disability Termination 
Beneficiaries stop receiving disability benefits when they die, recover from their medically-
determinable disabling condition, or return to work. Disabled-worker beneficiaries who return to 
substantial work for an extended period are deemed to have recovered, and their benefits are then 
terminated. The termination rate is the ratio of the number of terminations for these reasons to the 
average number of disabled-worker beneficiaries during the year. The Office of the Chief Actuary 
projects termination rates by age, sex, and reason for termination. In addition, the office projects 
termination rates by duration of entitlement to disabled-worker benefits in the long-range period (post-
2026). 
 
In the short-range period (through 2026), the projected age-sex-adjusted death rate (adjusted to the 
2000 disabled-worker population) under the intermediate assumptions gradually declines from 25.3 
deaths per thousand beneficiaries for 2016 to about 22.9 per thousand for 2026.The projected age-
sex-adjusted recovery rate (medical improvement and return to work) under the intermediate 
assumptions evolves from a level of 15.5 per thousand beneficiaries for 2016 to 10.9 per thousand 
beneficiaries for 2026. Under the low-cost and high-cost assumptions, total age-sex-adjusted 
termination rates due to death and recovery are roughly 10-15 percent higher or lower, respectively, 
than under the intermediate assumptions. 
 
For the long-range period (post-2026), the Office of the Chief Actuary projects death and recovery 
rates by age, sex, and duration of entitlement relative to the average level of rates experienced over 
the base period 2006 through 2010. The assumed ultimate age-sex-adjusted recovery rate for 
disabled workers is about 10.4 per thousand beneficiaries. The assumed ultimate age-sex-adjusted 
recovery rates for the low-cost and high-cost alternatives are about 12.5 and 8.2 recoveries per 
thousand beneficiaries, respectively. Recovery rates by age, sex, and duration of entitlement reach 
ultimate levels in the twentieth year of the projection period (2036) for all three sets of assumptions. In 
contrast, death rates by age and sex change throughout the long-range period at the same rate as 
death rates in the general population. From the age-sex-adjusted death rate of 25.3 per thousand 
beneficiaries in 2016, this rate decreases to 17.7, 11.0, and 6.3 per thousand disabled-worker 
beneficiaries for 2095 under the low-cost, intermediate, and high-cost assumptions, respectively. 
 
Figure V.C4 illustrates gross and age-sex-adjusted total termination rates (including both recoveries 
and deaths) for disabled-worker beneficiaries for the historical period since 1970, and for the 
projection period through 2095. In the near term, through 2018, recovery terminations are projected to 
remain at relatively high levels, consistent with the assumption that the Social Security Administration 
will receive sufficient budget appropriations to reduce the pending backlog of continuing disability 
reviews. As with incidence rates, the age-sex-adjusted termination rate illustrates the real change in 
the tendency to terminate benefits. Changes in the age-sex distribution of the beneficiary population 
influence the gross termination rate. A shift in the beneficiary population to older ages, as occurred 
over the past 20 years when the baby-boom generation moved into pre-retirement ages, increases 
gross death termination rates relative to the age-sex-adjusted rates. 
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Figure V.C4 
DI Disability Termination Rates, 1970-2095 
[Terminations per thousand disabled-worker beneficiaries] 
 

 
 
c. Comparison of Incidence, Termination, and Conversion 
Incidence and termination rates are the foundation for projecting the number of disabled-worker 
beneficiaries in current-payment status. At normal retirement age, disabled-worker beneficiaries 
convert to retired-worker status and leave the DI rolls. Figure V.C5 compares the historical and 
projected (intermediate) levels of incidence, termination, and conversion on both a gross basis and an 
age-sex-adjusted basis. Incidence rates have varied widely, and the Trustees expect the age-sex 
adjusted rates under the intermediate assumptions to remain near the middle of the high and low 
extremes experienced since 1970. Termination rates have declined and the Trustees expect them to 
continue to decline, largely because of declining death rates. 
 
Conversions are simply a transfer of beneficiaries at normal retirement age from the DI Trust Fund 
account to the OASI Trust Fund account. Therefore, the disability “conversion” rate is 100 percent for 
disabled-worker beneficiaries reaching normal retirement age in a given year and zero at all other 
ages. After conversion, recovery from the disabling condition is no longer relevant for benefit 
eligibility. The conversion ratio is the number of conversions in a given year (that is, beneficiaries who 
reach normal retirement age) divided by the average number of disabled-worker beneficiaries at all 
ages in that year. The ratio is constant on an age-sex-adjusted basis, except for the two periods 
during which normal retirement age increases under current law. On a gross basis, however, the 
conversion ratio rises and falls with the changing proportion of all disabled-worker beneficiaries who 
attain normal retirement age in a given year. The gross conversion ratio generally increases from 
2002 to 2030 due to aging of the beneficiary population. 
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Figure V.C5 
Comparison of DI Disability Incidence Rates, Termination Rates and 
Conversion Ratios Under Intermediate Assumptions, 1970-2095 
[Awards per thousand disability-exposed; 
terminations and conversions per thousand disabled-worker beneficiaries] 
 

 
 
d. DI Beneficiaries and Disability Prevalence Rates 
The Office of the Chief Actuary makes detailed projections of disabled-worker awards, terminations, 
and conversions and combines these to project the number of disabled workers receiving benefits 
over the next 75 years. Table V.C5 presents the projected numbers of disabled workers in current-
payment status. The number of disabled workers in current-payment status grows from 8.8 million at 
the end of 2016, to 12.9 million, 14.7 million, and 15.7 million at the end of 2095, under the low-cost, 
intermediate, and high-cost assumptions, respectively. Of course, much of this growth results from 
the growth and aging of the population described earlier in this chapter. Table V.C5 also presents 
projected numbers of auxiliary beneficiaries and disability prevalence rates on both a gross basis and 
an age-sex-adjusted basis. 
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Table V.C5 
DI Beneficiaries With Benefits in Current-Payment Status 
at the End of Calendar Years 1960-2095 
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a Adjusted to the age-sex distribution of the insured population for the year 2000. 
Note: Totals do not necessarily equal the sums of rounded components. 
 
The disability prevalence rate is the ratio of the number of disabled-worker beneficiaries in current-
payment status to the number of persons insured for disability benefits. Figure V.C6 illustrates the 
historical and projected disability prevalence rates on both a gross basis and on an age-sex-adjusted 
basis (adjusted to the age-sex distribution of the insured population for the year 2000). 
 
Changes in prevalence rates are a direct result of changes in incidence rates and termination rates. 
Figure V.C5 depicts patterns for incidence and termination rates, which are helpful for understanding 
the trend in prevalence rates. Annual incidence and termination rates are not directly comparable or 
combinable because their denominators differ. 
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Figure V.C6 
DI Disability Prevalence Rates, 1970-2095 
[Rate per thousand persons insured for disability benefits] 
 

 
Age-sex-adjusted prevalence rates have increased primarily because: (1) termination rates, in 
particular death termination rates, have declined; (2) incidence rates at younger ages have increased 
relative to rates at older ages (new beneficiaries at younger ages have more potential years on the 
disability rolls); (3) incidence rates have increased substantially for women to parity with men; and (4) 
the maturation of the DI program (disabled worker benefits became available to those over age 50 at 
the start of the program in 1957 and to younger workers in 1960, and disability insured status 
requirements were eased for those under age 31 in 1968). Gross prevalence rates have increased 
more than age-sex-adjusted prevalence rates since the baby-boom generation began to reach ages 
45 through normal retirement age, a time of life when disability incidence rates are relatively high. The 
Office of the Chief Actuary projects both gross and age-sex adjusted prevalence rates to grow at a 
slower pace based on assumed stabilization in these four factors: (1) the age distribution of the 
general population, (2) the age distribution of the disability insured population, (3) incidence rates by 
age and gender, and (4) DI program age and insured requirements. As these factors gradually 
stabilize, the declining death termination rate continues to have a small influence toward higher 
disability prevalence rates. 
 
As mentioned above in the discussion of incidence and termination rates, the age-sex-adjusted 
prevalence rate isolates the changing trend in the underlying likelihood of receiving benefits for the 
insured population, without reflecting changes in the age distribution of the population. As with 
incidence rates, gross disability prevalence rates declined relative to the age-sex-adjusted rate when 
the baby-boom generation reached working age between 1970 and 1990; this trend reflects the lower 
disability prevalence rates associated with younger ages. Conversely, the gross rate of disability 
prevalence has increased relative to the age-sex-adjusted rate after 1990 due to the aging of the 
baby-boom generation into ages with higher disability prevalence rates. 
 
Under the intermediate assumptions, the projected age-sex-adjusted disability prevalence rate grows 
from 39.7 per thousand disability insured at the end of 2019 to 45.3 per thousand at the end of 2095. 
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As mentioned above, the Office of the Chief Actuary projects that the growth in prevalence will slow 
relative to the historical period. 
 
Under the low-cost and high-cost assumptions, the age-sex-adjusted disability prevalence rate 
decreases to 34.8 per thousand and increases to 56.4 per thousand insured workers at the end of 
2095, respectively. Table V.C5 presents projections of the numbers of auxiliary beneficiaries paid 
from the DI Trust Fund. As indicated at the beginning of this subsection, auxiliary beneficiaries are 
qualifying spouses and children of disabled workers. A spouse must either be at least age 62 or have 
an eligible child beneficiary in his or her care who is either under age 16 or disabled prior to age 22. A 
child must be: (1) under age 18, (2) age 18 or 19 and still a student in high school, or (3) age 18 or 
older and disabled prior to age 22. The projection of the number of auxiliary beneficiaries relies on the 
projected number of disabled-worker beneficiaries. In the short-range period (2020 through 2029), the 
Office of the Chief Actuary projects incidence and termination rates for each category of auxiliary 
beneficiary. After 2029, the office projects child beneficiaries at ages 18 and under in relation to the 
projected number of children in the population using the probability that either of their parents is a 
disabled-worker beneficiary. The office projects the remaining categories of children and spouses in a 
similar manner. 
 
6. Covered and Taxable Earnings, Taxable Payroll, and Payroll Tax Contributions 
Covered earnings include both covered wages and covered self-employment net earnings. The Office 
of the Chief Actuary projects covered wages for component sectors of the economy (i.e., private, 
State and local, Federal civilian, and military) based on the projected overall growth of sectoral and 
total wages in the U.S. economy. The projections of covered wages also reflect changes in covered 
employment due to a relative increase in non-covered undocumented immigrants and to the 
mandatory coverage of new hires in the Federal civilian sector. The office projects covered self-
employment net earnings based on the growth in net proprietors’ income in the U.S. economy. 
 
Taxable earnings are the portion of covered earnings subject to the Social Security payroll tax. 
Taxable wages for an employee are total covered wages from all wage employment up to the 
contribution and benefit base. Taxable wages for an employer are the sum of all covered wages paid 
to each employee up to the base. Employees with multiple jobs whose total wages exceed the base 
are eligible for a refund of excess employee taxes withheld; employers are not eligible for a refund on 
this basis. For self-employed workers with no taxable wages, taxable earnings are the amount of 
covered self-employment net earnings up to the base. For self-employed workers with taxable wages 
less than the base, covered self-employment net earnings are taxable up to the difference between 
the base and their taxable wages. For projection purposes, the Office of the Chief Actuary computes 
taxable earnings based on a proportion of covered earnings that is at or below the base. 
 
The OASDI taxable payroll (see table VI.G6) for a year is computed as the amount of earnings which, 
when multiplied by the combined OASDI employee-employer payroll tax rate for that year, yields the 
total amount of payroll taxes due from wages paid and self-employment net earnings for the year. 
The Trustees use taxable payroll to determine income rates, cost rates, and actuarial balances. 
Taxable payroll is derived by adjusting total taxable earnings to account for categories of earnings 
that are taxed at rates other than the combined employee-employer rate and to take into account 
amounts credited as wages that were not included in normally reported wages. For 1951 and later, 
taxable earnings are reduced by one-half of the amount of wages paid to employees with multiple 
jobs that exceed the contribution and benefit base. For 1983 through 2001, deemed wage credits for 
military service after 1956 are added to taxable earnings. The self-employment tax rates for 1951 
through 1983 were less than the combined employee-employer rates; therefore, the self-employment 
component of taxable payroll for those years is reduced by multiplying the ratio of the self-
employment rate to the combined employee-employer rate times the taxable self-employment net 
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earnings. Finally, for 1966 through 1979, employers were exempt from paying their share of payroll 
tax on their employees’ tips and, for 1980 through 1987, employers paid tax on only part of their 
employees’ tips. For those years, the taxable payroll is reduced by half of the amount of tips for which 
the employer owed no payroll tax. 
 
The ratio of taxable payroll to covered earnings (the taxable ratio) fell from 88.6 percent for 1984 to 
82.6 percent for 2000, mostly due to much higher increases in wage levels for very high earners than 
for all other earners. From 2000 to 2010, the taxable ratio varied with the business cycle, rising during 
economic downturns and falling during recoveries. Specifically, the taxable ratio rose to 85.7 percent 
for 2002, declined to 82.4 percent for 2007, rose to 85.2 percent for 2009, and was 83.0 percent for 
2018. 
 
For this report, the Trustees assume a level for the taxable ratio at the end of the short-range period 
(2029) of 82.5 percent for the intermediate assumptions, 84.0 percent for the low-cost assumptions, 
and 81.0 percent for the high-cost assumptions. The taxable ratio drifts down slightly after 2029, to 
82.3, 83.9, and 80.6 percent in 2094 for the intermediate, low-cost, and high-cost assumptions, 
respectively, as self-employment income becomes an increasing share of total earnings.  
 
These are the same assumptions that the Trustees made for the end of the short-range period (2028) 
for the 2019 report. The Office of the Chief Actuary projects payroll tax contributions using the 
patterns of tax collection required by Federal laws and regulations. The office determines payroll tax 
liabilities by multiplying the scheduled tax rates for each year by the amount of taxable wages and 
self-employment net earnings for that year. The office then splits these liabilities into amounts by 
collection period. For wages, Federal law requires that employers withhold OASDI and HI payroll 
taxes and Federal individual income taxes from employees’ pay. As an employer’s accumulation of 
such taxes (including the employer share of payroll taxes) meets certain thresholds, which the 
Department of the Treasury determines, the employer must deposit these taxes with the U.S. 
Treasury by a specific day, depending on the amount of money involved. Generally, the higher the 
amount of liability, the sooner the taxes must be paid. For smaller employers, payment is due by the 
middle of the month following when the liability was incurred. Medium-size employers have three 
banking days in which to make their deposits. Larger employers must make payment on the next 
business day after paying their employees. 
 
For projection purposes, the office splits the payroll tax contributions related to wages into amounts 
paid in the same quarter as incurred and in the following quarter. Self-employed workers must make 
estimated tax payments on their earnings four times during the year and make up any underestimate 
on their individual income tax returns. The projection splits the self-employed tax liabilities by 
collection quarter to reflect this pattern. The projected tax contributions also reflect the method used 
to ensure that money transferred to the trust funds is adjusted, over time, to equal the actual liability 
owed. Because payers generally make tax payments without identifying the separate OASDI 
contribution amounts, Treasury makes daily transfers of money from the General Fund to the trust 
funds on an initial estimated basis. The Social Security Administration periodically certifies the 
amounts of wages and self-employment net earnings on which tax contributions are owed for each 
year, at which time Treasury determines adjustments to appropriations to reconcile tax liabilities with 
deposits in the trust funds.  
 
This process also includes periodic transfers from the trust funds to the General Fund for 
contributions on wages in excess of the contribution and benefit base. Table V.C6 shows the payroll 
tax contribution rates applicable under current law in each calendar year and the allocation of these 
rates between the OASI and DI Trust Funds. It also shows the contribution and benefit base for each 
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year through 2020. Table VI.G1 shows the payroll tax contribution rates for the Hospital Insurance 
(HI) program. 
 
Table V.C6 
Contribution and Benefit Base and Payroll Tax Contribution Rates 
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a Except as noted below, the combined employee/employer rate is divided equally between employees and employers. 
b Beginning in 1990, self-employed persons receive a deduction, for purposes of computing their net earnings, equal to 
half of the combined OASDI and HI contributions that would be payable without regard to the contribution and benefit 
base. The OASDI contribution rate then applies to net earnings after this deduction, but subject to the OASDI base. 
c In 1984 only, employees received an immediate credit of 0.3 percent of taxable wages against their OASDI payroll tax 
contributions. The self-employed received similar credits of 2.7 percent, 2.3 percent, and 2.0 percent against their 
combined OASDI and Hospital Insurance (HI) contributions on net earnings from self-employment in 1984, 1985, and 
1986-89, respectively. The General Fund of the Treasury reimbursed the trust funds for these credits. 
d Public Law 111-147 exempted most employers from paying the employer share of OASDI payroll tax on wages paid 
during the period March 19, 2010 through December 31, 2010 to certain qualified individuals hired after February 3, 2010. 
Public Law 111-312 reduced the OASDI payroll tax rate for 2011 by 2 percentage points for employees and for self-
employed workers. Public Law 112-96 extended the 2011 rate reduction through 2012. These laws require that the 
General Fund of the Treasury reimburse the OASI and DI Trust Funds for these temporary reductions in 2010 through 
2012 payroll tax revenue, in order to “replicate to the extent possible” revenue that would have been received if the 
combined employee/employer payroll tax rates had remained at 12.4 percent for OASDI (10.6 percent for OASI and 1.8 
percent for DI). 
e Subject to automatic adjustment based on increases in average wages. 
 
7. Income From Taxation of Benefits 
Under current law, the OASI and DI Trust Funds are credited with income tax revenue from the 
taxation of up to the first 50 percent of taxpayers’ OASI and DI benefit payments. (The HI Trust Fund 
receives the remainder of the income tax revenue from the taxation of up to 85 percent of taxpayers’ 
OASI and DI benefit payments.) Benefits are taxed for beneficiaries with “combined income” 
(adjusted gross income, plus half of benefits and all non-taxable interest) exceeding specified 
threshold amounts. The threshold amounts are $25,000 for single filers, $32,000 for joint filers, and 
$0 for those married but filing separately. 
 
For the short-range period, the Office of the Chief Actuary estimates the income to the trust funds 
from taxation of benefits by applying the following two factors (projected by the Office of Tax Analysis, 
Department of the Treasury) to total OASI and DI scheduled benefits: (1) the percentage of 
taxpayers’ scheduled benefits (limited to 50 percent) that is taxable and (2) the average marginal tax 
rate applicable to those benefits. 
 
For the long-range period, the office estimates the income to the trust funds from taxation of benefits 
by applying projected ratios of taxation of OASI and DI benefits to total OASI and DI scheduled 
benefits. These tax ratios rely on estimates from the Office of Tax Analysis in the Department of the 
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Treasury. The Office of the Chief Actuary’s estimates reflect the following assumptions: (1) The 
income thresholds used for benefit taxation are specified in the Internal Revenue Code to be constant 
in the future, and have never been changed, while income and benefit levels continue to rise. 
Accordingly, projected ratios of income from taxation of benefits to the amount of benefits increase 
gradually. (2) A permanent level shift upward in the ratios is projected for 2026 and beyond due to the 
expiration of the personal income tax provisions in Public Law 115-97, the Tax Cuts and Jobs Act of 
2017. (3) Because indexation of income tax brackets is not specified in the Social Security Act, and 
because periodic changes have been made in the past to avoid indefinite compression of the income 
tax brackets relative to income levels (bracket creep), the Trustees assume that such periodic 
changes will occur in the future. As a result, after the tenth year of the projection period, income tax 
brackets are assumed to rise with average wages, rather than with the C-CPI-U as specified under 
current law. Thus, the income tax brackets are projected to roughly maintain their levels relative to the 
income distribution. 
 
8. Average Benefits 
Projections of average benefits for each benefit type reflect recent historical averages, projected 
average primary insurance amounts (PIAs), and projected ratios of average benefits to average PIAs. 
Calculations of average PIAs are based on projected distributions of beneficiaries by duration from 
year of initial entitlement, average PIAs at initial entitlement, and increases in PIAs after initial 
entitlement. Projected increases in average PIAs after initial entitlement depend on automatic benefit 
increases, recomputations to reflect additional covered earnings, and differences in mortality by level 
of lifetime earnings. Calculations of future average PIAs at initial entitlement are based on projected 
earnings histories, which in turn reflect a combination of the actual earnings histories associated with 
a sample of 2016 initial entitlements and more recent actual earnings levels by age and sex for 
covered workers. 
 
For retired-worker, aged-spouse, and aged-widow(er) benefits, the percentage of the PIA that is 
payable depends on the age at initial entitlement to benefits. Projected ratios of average benefits to 
average PIAs for these types of benefits are based on projections of age distributions at initial 
entitlement. 
 
9. Scheduled Benefits 
For each type of benefit, scheduled benefits are the product of the number of beneficiaries and the 
corresponding average monthly benefit. The short-range model calculates scheduled benefits on a 
quarterly basis. The long-range model calculates all scheduled benefits on an annual basis, using the 
number of beneficiaries at the beginning and end of the year. Adjustments to these annual scheduled 
benefits include retroactive payments to newly awarded beneficiaries and other amounts not reflected 
in the regular monthly scheduled benefits. 
 
Scheduled lump-sum death benefits are estimated as the product of: (1) the number of lump-sum 
death payments projected on the basis of the assumed death rates, the projected fully insured 
population, and the estimated percentage of the fully insured population that will qualify for lump-sum 
death payments; and (2) the amount of the lump-sum death payment, which is $255 (unindexed since 
1973). 
 
10. Illustrative Scheduled Benefit Amounts 
Table V.C7 shows, under the intermediate assumptions, future benefit amounts payable upon 
retirement at the normal retirement age and at age 65, for various hypothetical workers attaining age 
65 in 2020 and subsequent years. The illustrative benefit amounts in table V.C7 are presented in CPI-
indexed 2020 dollars—that is, adjusted to 2020 levels by the CPI indexing series shown in table 
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VI.G6. As a point of comparison, table V.C7 also shows the national average wage index (AWI) for 
2020 and subsequent years in CPI-indexed 2020 dollars. 
 
The normal retirement age was 65 for individuals who reached age 62 before 2000. It increased to 
age 66 during the period 2000 through 2005, at a rate of 2 months per year as workers attained age 
62. Under current law, the normal retirement age increases to age 67 during the period 2017 through 
2022, also by 2 months per year as workers attain age 62. The illustrative benefit amounts shown in 
table V.C7 for retirees at age 65 are lower than the amounts shown for retirees at normal retirement 
age because the statute requires an actuarial reduction for monthly benefits taken before normal 
retirement age to reflect the expected additional years benefits will be collected. For example, those 
who collect benefits starting in 2027 at age 65 will receive benefits for two more years than if they 
instead claim benefits at the normal retirement age (age 67) unless they die between the ages of 65 
and 67. 
 
Table V.C7 shows five different pre-retirement earnings patterns. Four of these patterns assume the 
earnings history of workers with scaled-earnings patterns1 and reflect very low, low, medium, and 
high career-average levels of pre-retirement earnings starting at age 21. The fifth pattern assumes 
the earnings history of a steady maximum earner starting at age 22. The four scaled-earnings 
patterns derive from earnings experienced by insured workers during 1997-2016. These earnings 
levels differ by age. The career-average level of earnings for each scaled case targets a percent of 
the AWI. 
 
For the scaled medium earner, the career-average earnings level is about equal to the AWI (or 
$55,642 for 2020). For the scaled very low, low, and high earners, the career-average earnings level 
is about 25 percent, 45 percent, and 160 percent of the AWI, respectively (or $13,910, $25,039, and 
$89,027, respectively, for 2020). The steady maximum earner has earnings at or above the 
contribution and benefit base for each year starting at age 22 through the year prior to retirement (or 
$137,700 for 2020). 
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Table V.C7 
Annual Scheduled Benefit Amounts for Retired Workers  
With Various Pre-Retirement Earnings Patterns  
Based on Intermediate Assumptions, Calendar Years 2020-2095 
 

 
 

 
 

a Attains age 65 on January 1 of the year. 
b Career-average earnings at about 25 percent of the AWI. 
c Career-average earnings at about 45 percent of the AWI. 
d Career-average earnings at about 100 percent of the AWI. Such a worker would have career-average earnings at 
approximately the 57th percentile of all new retired-worker beneficiaries. 
e Career-average earnings at about 160 percent of the AWI. 
f Earnings for each year at or above the contribution and benefit base. 
g Average Wage Index from table VI.G6, adjusted to be in 2020 dollars by using the CPI indexing series from table VI.G6. 
h Annual amounts are the total for the 12-month period starting with the month of retirement, adjusted to be in 2020 
dollars by using the CPI indexing series from table VI.G6. 
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Note: Benefits shown at age 65 reflect adjustments for early retirement. For early retirement as early as age 62, the 
benefit amount is reduced 5/9 of one percent for each month before normal retirement age, up to 36 months. If the 
number of months exceeds 36, then the benefit is further reduced 5/12 of one percent per month. For example, if the 
number of reduction months is 60 (the maximum number for retirement at 62 when normal retirement age is 67), then the 
benefit is reduced by 30 percent. Delayed retirement credit is generally given for retirement after the normal retirement 
age. The delayed retirement credit is 2/3 of one percent per month for persons born in 1943 and later. No credit is given 
for delaying benefits after attaining age 70. See table V.C3 for additional details, including adjustments applying to other 
birth years. 
 
11. Administrative Expenses 
The projection of administrative expenses through the short-range period is based on historical 
experience and the projected growth in average wages. The Office of Budget of the Social Security 
Administration provides estimates for the first several years of the projection. For years after the 
short-range period, projected administrative expenses reflect increases in the number of beneficiaries 
in current-payment status, and increases in the average wage. However, the increases in average 
wage are partially offset by assumed administrative productivity gains. 
 
12. Railroad Retirement Financial Interchange 
Railroad workers are covered under a separate multi-tiered benefit plan, with a first tier of coverage 
similar to OASDI coverage. An annual financial interchange between the Railroad Retirement fund 
and the OASI and DI Trust Funds is made to resolve the difference between: (1) the amount of 
OASDI benefits that would be paid to railroad workers and their families if railroad employment had 
been covered under the OASDI program, plus administrative expenses associated with these 
benefits; and (2) the amount of OASDI payroll tax and income tax that would be received with 
allowances for interest from railroad workers.  
 
Calculation of the financial interchange with the Railroad Retirement reflects trends similar to those 
used in estimating the cost of OASDI benefits. The annual short-range net cost for the OASI and DI 
Trust Funds is about $5-$6 billion and the long-range summarized net cost for the OASI and DI Trust 
Funds is 0.05 percent of taxable payroll 
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SECTION 4 SOCIAL SECURITY AND PRIVATE SAVING: A REVIEW 
OF THE EMPIRICAL EVIDENCE 
 
Social Security is the largest single item in the federal budget and has a significant impact on 
the lives of millions of people. There is an underlying fear that the program will be cut back, 
curtailed, or somehow not able to meet its obligations. Although these issues have in principle 
been around since the first Social Security programs, it is the rapid increase in current and 
projected budget costs associated with the aging of the population that has generated 
government interest in Social Security reform. The retirement of a large baby boom generation 
will cause these costs to accelerate rapidly during the next several decades. The ratio of 
retirement costs to GDP will then remain high because of the permanent increase in the relative 
number of retirees in the population. In the United States, the Social Security actuaries estimate 
that the cost of the Social Security program will rise from about 10% of covered earnings now to 
15% of earnings by 2030 and to more than 18% of earnings in 2050 and beyond. This 
corresponds to an increase from about 4% of GDP now to about 8% of GDP after 2050, an 
increase that is equivalent to a 20% increase in total current federal government spending and 
to a 40% increase in the federal personal income tax.  
 
Analysts have long been concerned that Social Security, by providing retirement income, may 
discourage people from saving. This Congressional Budget Office (CBO) memorandum reviews 
the evidence from a number of studies on the impact of Social Security on saving. The text in 
this section has been re-formatted from its original. It has been edited for content and modified 
to fit this book. This report is from July 1998. Its contents are relevant today. 
 
SUMMARY AND INTRODUCTION  
Social Security is the largest single spending program in the federal budget, with outlays of over 
$350 billion in 1997. It provides income to retired and disabled workers, their spouses, and 
surviving children. Social Security has a significant impact on the lives of millions of Americans: 
it has helped reduce the rate of poverty among the elderly and has assisted them in leading 
more independent lives.  
 
In addition to its direct effect on the elderly and disabled, Social Security may alter people's 
behavior in ways that could in turn affect the economy. This memorandum examines one 
possible indirect effect--the impact of Social Security on private saving. People who expect to 
receive Social Security may choose to save less for their retirement. In effect, Social Security 
may substitute for retirement saving: instead of saving money each month for retirement, 
workers pay a tax on their wages; instead of drawing on their assets, retirees receive checks 
from the government.  
 
Because most of the Social Security tax revenue from current workers goes directly to fund 
benefits for current retirees, the Social Security system does not significantly increase 
government saving. Therefore, to the extent that Social Security reduces private saving, it will 
also tend to shrink the total amount of saving in the economy by the government and private 
sector (so-called national saving). Some researchers argue that it is not appropriate to focus on 
private saving because the division between private and government saving depends on 
accounting rules that are essentially arbitrary. (See Jagadeesh Gokhale, Laurence J. Kotlikoff, 
and John Sabelhaus, "Understanding the Postwar Decline in U.S. Saving: A Cohort Analysis," 
Brookings Papers on Economic Activity, no. 1, 1996.) However, using traditional accounting 
rules, all the impact of a pay-as-you-go Social Security system on national saving will occur 
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through changes in private saving. Furthermore, the studies reviewed in this paper use data 
constructed according to those traditional rules. Therefore private saving is the proper focus in 
this context. Over time, reduced national saving would result in lower levels of wealth and 
smaller incomes. Of course, any indirect cost of Social Security in the form of reduced saving 
must be weighed against the benefits of the program.  
 
Analysts and policymakers alike are anxious to study the impact of Social Security on saving 
because demographic changes will put a great deal of pressure on the program over the next 
few decades. After 2008, when the oldest members of the baby-boom generation reach age 62, 
the number of Social Security recipients will rise rapidly. Current projections suggest that the 
Social Security trust fund will begin to decline in 2021 and will be exhausted by 20324

Although some economic theories suggest that Social Security may decrease private saving, 
theory alone cannot establish the size or even direction of such an effect. This memorandum 
therefore focuses on studies that use either survey data or economic statistics to estimate the 
effect of Social Security on saving

. A 
number of possible changes to the system have been proposed to place it on firmer financial 
footing, and any such change could affect national saving. Although this memorandum will not 
examine any of those specific proposals, it provides a starting point for estimating the effects of 
proposed changes on saving by reviewing estimates of the effect of the current system.  
 

5

                                            
4 Board of Trustees, Federal Old-Age and Survivors Insurance and Disability Insurance Trust Funds, 1998 Annual 
Report (April 28, 1998). 
5Several reviews have examined the effect of Social Security on saving. Two excellent examples are A.B. Atkinson, 
"Income Maintenance and Social Insurance," in A.J. Auerbach and M. Feldstein, eds., Handbook of Public 
Economics, vol. 2 (Amsterdam: New Holland, 1987); and Sheldon Danziger, Robert Haveman, and Robert Plotnick, 
"How Income Transfer Programs Affect Work, Savings, and the Income Distribution: A Critical Review," Journal of 
Economic Literature, vol. 19, no. 3 (September 1981), pp. 975-1028.   

. Of course, those studies illustrate only the general impact of 
the entire Social Security system on saving and thus do not necessarily indicate how changes to 
specific provisions of the program might affect saving. Moreover, proposals to change Social 
Security must also be evaluated on other criteria, such as their effect on labor supply, retirement 
income, and the federal budget.  
 
There are three main ways of attempting to determine empirically (by analyzing data) whether, 
and to what extent, Social Security has reduced saving. First, a researcher can test whether 
people who are due to receive relatively high Social Security benefits have relatively low 
holdings of wealth. That is referred to as cross-section analysis. Second, one can examine how 
total Social Security liabilities to workers and retirees have changed over time and see if those 
trends are correlated with changes in saving, controlling for other factors. That method is 
referred to as time-series analysis. Third, one can compare different countries and see if the 
saving rate in a given country is related to the generosity of its government-provided pensions. 
That is referred to as cross-country analysis. All three types of analysis utilize regressions to 
attempt to isolate the effects of Social Security on saving. A regression is a statistical technique 
for identifying correlations between variables, holding other variables constant.  
 
This memorandum attempts to determine the effect of Social Security on saving by examining 
30 studies: 14 using the cross-section method; nine using the time-series method; and seven 
using the cross-country method. All three methods face difficulties, and different studies 
(sometimes even those using the same data) produce different results. Because of that, any 
estimate of the effect on saving remains tentative and subject to revision. Nevertheless, this 
memorandum draws the following conclusions from existing research:  
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Cross-section research suggests that Social Security reduces the private wealth held by 
people. Studies disagree on the magnitude of the effect, making any estimate highly uncertain. 
A number of studies, however, conclude that each dollar of Social Security wealth (a measure 
that summarizes the value of future Social Security benefits less the value of future payroll 
taxes) reduces private wealth by between zero and 50 cents. However, the results are 
uncertain, and higher or lower effects cannot be ruled out. Time-series and cross-country 
estimates are inconsistent and fraught with conceptual difficulties. They therefore offer little 
additional information on the relationship between Social Security and saving.  
 
THE THEORETICAL IMPACT OF SOCIAL SECURITY ON SAVING  
A number of motives may contribute to a person's desire to save. Depending on which of those 
motives apply, Social Security could influence saving in different ways and to different degrees. 
The following sections review some motives for saving and their implications for the effect of 
Social Security on saving and wealth. For example, if people save for retirement, Social Security 
may have large effects on saving. If they save for other reasons, Social Security could have 
much smaller effects. Moreover, whatever their motives, those with little or no saving and 
without access to credit could not reduce saving substantially in response to Social Security.  
 
The response of saving to changes in Social Security will depend not only on the motives of 
savers but also on the particular economic circumstances and the exact nature of the changes. 
For example, an increase in Social Security taxes and benefits above their existing level could 
well have a very different effect than a similar increase starting from a situation with no taxes or 
benefits.  
 
Retirement Saving and the Life-Cycle Theory  
The starting point for many explanations of saving behavior is the life-cycle theory of 
consumption and saving. In its most basic form, the theory assumes that people save during 
their working years solely to finance their retirement, and it implies that the effects of Social 
Security on saving and wealth accumulation could be quite large. Indeed, under certain 
conditions, wealth in the form of Social Security could crowd out private wealth dollar for dollar 
(see Box 1). Social Security wealth is the present value of future benefits payable minus the 
present value of future taxes due. (Present value expresses a stream of future payments as an 
equivalent lump-sum amount that is paid today.) In calculating the value of Social Security 
wealth, future payments and taxes are discounted not only by an interest rate but also by the 
mortality rate of the individual. The mortality rate is included because taxes and benefits are 
paid only as long as the recipient is alive. 
 
Because most of the revenue from the payroll tax is paid directly to current retirees, Social 
Security is largely a pay-as-you-go system. As a result, the decline in private wealth is not offset 
by a comparable rise in net government assets. The decline in wealth therefore implies reduced 
U.S. holdings of domestic capital and foreign assets as well as lower future income.  
 
The condition to derive one-for-one crowding out of private wealth, however, are typically quite 
restrictive: that Social Security benefits are expected with certainty; that they do not influence 
the age of retirement; and that people who wish to borrow against future income are able to do 
so. Even if all of those conditions did not strictly hold, one-for-one (or greater) crowding out 
could still occur if, for example, the Social Security system reduced individuals' lifetime income, 
causing them to reduce future as well as current consumption. 
 
Those conditions, however, are unlikely to hold exactly. For example, people may not be 
completely certain that they will receive all the benefits due them under current law. The Social 
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Security program has been modified many times, sometimes significantly altering the amount of 
benefits that a person ultimately receives. Indeed, some surveys show that many working 
people have serious doubts about whether they will actually receive full benefits when they 
retire. For example, one poll finds almost one-third of respondents reporting that they are "not at 
all confident" that "Social Security will continue to provide benefits of equal value to those 
received by retirees today." See Peter Yakoboski and Jennifer Dickemper, "Increased Saving 
but Little Planning: Results of the 1997 Retirement Confidence Survey," Employee Benefit 
Research Institute Issue Brief (1997). That uncertainty reduces the perceived value of future 
Social Security benefits and hence their effect on saving.  
 
BOX 1 A SIMPLE MODEL OF THE EFFECT OF SOCIAL SECURITY ON WEALTH 
ACCUMULATION 
A simple example can help show how a mature Social Security system might affect wealth 
accumulation.1 Imagine a world with individuals who live for three periods, each period 
representing 20 years. During each of the first two periods they earn $30,000; in the third period 
they are retired and earn nothing (see table below). Suppose, in addition, that they want to 
maintain the same consumption in each period. If the interest rate is zero, they will consume 
$20,000 in each of the first two periods and enter retirement with accumulated savings of 
$20,000 to finance consumption in the third period. Consumption is greater than income in the 
third period, and therefore saving is negative.  

  Saving Behavior in the Absence of Social Security (In dollars)  
 

 Period 1 Period 2 Period 3 

 
Income 30,000 30,000 0 
Less: Consumption 20,000 20,000 20,000 
Saving 10,000 10,000 -20,000 
     
Memorandum:    
Accumulated Private Wealth (End of period) 10,000 20,000 0 

 
SOURCE: Congressional Budget Office. 

 
Now consider a world that is identical except that the government runs a social insurance 
system, which levies $5,000 in taxes in each of the first two periods and pays out $10,000 in 
benefits in the third period (see table below). The benefits and taxes are equal, so the individual 
can still afford $20,000 of consumption in each period. However, saving declines by $5,000 in 
each of the first two periods; $5,000 that would have been saved goes to taxes, and no 
additional saving is needed because of the benefits due in period 3.  
   
Net Social Security wealth is defined as the present value of future Social Security benefits 
minus the present value of future Social Security taxes. (Gross Social Security wealth is 
calculated using only benefits.) With interest rates of zero and a known lifetime, that value can 
be calculated simply by summing the total dollar amount of future benefits and subtracting the 
total amount of future taxes. For example, at the end of period 1, future taxes amount to $5,000 
(period 1 taxes having already been paid) and future benefits amount to $10,000 (the dollar 
amounts are the sums of columns two and three for "Taxes" and "Benefits"), so net Social 
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Security wealth is $5,000. Note that this exactly matches the difference in accumulated private 
wealth at the end of period 1 between the tables with and without Social Security ($5,000 as 
compared with $10,000). Social Security wealth has reduced accumulated wealth dollar for 
dollar. 

 
Saving Behavior with Social Security (In dollars)  

 
 Period 1 Period 2 Period 3 

 
Income 30,000 30,000 0 
Less: Taxes 5,000 5,000 0 
Plus: Benefits 0 0 10,000 
Less: Consumption 20,000 20,000 20,000 
Saving 5,000 5,000 10,000 
     
Memorandum:    
Accumulated Private Wealth (End of period) 5,000 10,000 0 
     
Net Social Security Wealth (End of period) 5,000 10,000 0 

 
SOURCE: Congressional Budget Office. 

 
 

The situation becomes more complicated if interest rates are positive, but the principle remains 
the same. Future taxes and benefits must be discounted into an equivalent amount of current 
dollars in order to calculate Social Security wealth. In that case, a dollar in the future is worth 
less than a dollar today because a dollar held today can earn interest and grow to a greater 
amount in the future. Nevertheless, if the return on Social Security implied by benefits received 
relative to taxes paid is the same as the interest rate, net Social Security wealth will still crowd 
out accumulated savings dollar for dollar.2  
The dollar-for-dollar reduction in wealth, however, depends on a number of assumptions: an 
unchanging length of retirement (in this example); a certainty on the part of people that they 
ultimately will receive their benefits; and the assumption that the people behave according to the 
life-cycle theory.  

 
1. In the long run, the effects on the flow of saving will match, in percentage terms, those on 
accumulated wealth; however, the effects on saving may differ in the period soon after the 
creation of a Social Security system.  
2. Retirees in the early stages of the Social Security system earned returns greater than the rate 
of interest, primarily because they did not pay the present payroll tax over their entire working 
lives; for them, part of Social Security benefits represents a windfall in excess of taxes paid. By 
contrast, many of today's workers are scheduled to receive returns below the current rate of 
interest. 
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Social Security also encourages many workers to retire earlier. Current retirement benefits are 
reduced for eligible recipients whose wages exceed certain thresholds. Social Security may 
therefore encourage some to retire who would otherwise have stayed in the labor force. People 
who retire earlier require more resources to finance a longer retirement, so they have to save 
more than they would otherwise. If that retirement effect was large enough, Social Security 
could actually raise saving. Some studies conclude that Social Security has led to earlier 
retirement, although others find little effect.6

Precautionary Motives for Saving  

 
 
The effect of Social Security on saving could also be reduced if those who wish to borrow 
against future earnings are not able to do so. An individual may wish to borrow to finance 
consumption during his or her younger years when income is relatively low, assuming that 
retirement saving could be undertaken later in life. However, financial markets may be reluctant 
to lend against uncertain future income. Those who would like to but cannot borrow do not alter 
their saving behavior under Social Security. Although Social Security encourages them to 
borrow even more, they are unable to do so.  
The life-cycle theory also assumes that people divide income only between personal 
consumption and saving. However, some portion of income might also be used to help others--
for example, to support elderly parents. So in some cases the fact that elderly parents receive 
Social Security would allow their children to reduce that support, without significantly altering 
their own saving. Social Security benefits are annuities, paying a stream of income to recipients 
over their lifetime rather than a lump sum. That has an ambiguous impact on the effect on 
saving. Depending on market conditions and individual circumstances and preferences, the 
annuity feature of Social Security could either increase or decrease the effect of the program on 
saving (see Box 2).  
 

In addition to saving for retirement, individuals may also save to protect themselves against 
uncertain events such as the loss of a job, a cut in pay, or medical expenses. That type of 
saving, called precautionary, might be affected less by Social Security than is retirement saving. 
Some theoretical research claims that precautionary saving may account for most of the saving 
among young workers for whom earnings are low and retirement distant, although other studies 
have had difficulty identifying precautionary behavior in the data.7

                                            
6 Alan B. Krueger and Jorn-Steffen Pischke, "The Effect of Social Security on Labor Supply: A Cohort Analysis of 
the Notch Generation," Journal of Labor Economics, vol.10, no. 4 (October 1992), pp. 412-437; and David M. Blau, 
"Labor Force Dynamics of Older Men," Econometrica, vol. 62, no. 1 (January 1994), pp. 117-156. 
7 Christopher D. Carroll, "Buffer-Stock Saving and the Life Cycle/Permanent Income Hypothesis," Quarterly Journal 
of Economics, vol. 112, no. 1 (February 1997), pp. 1-55; Martin Browning and Annamaria Lusardi, "Household 
Saving: Micro Theories and Micro Facts," Journal of Economic Literature, vol. 34, no. 4 (December 1996), pp. 
1797-1855. 

 
 
The old-age component of Social Security would not greatly affect the saving pattern of people 
who save primarily for precautionary motives because it does little to protect workers from 
uncertain events. However, other components of Social Security may serve as a substitute for 
some precautionary savings. The disability and survivors components of the Social Security 
program insure against injury and death. Without Social Security, many people might 
accumulate extra assets to guard against those eventualities. In that case, Social Security would 
reduce saving.  
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BOX 2 SOCIAL SECURITY AS AN ANNUITY 
Social Security benefits constitute an annuity because they are a stream of payments that last 
for the lifetime of the recipient and the recipient's spouse. The fact that Social Security benefits 
are distributed as an annuity, rather than a lump sum, has an ambiguous impact on the size of 
the effect on private wealth.  
If people do not fully value the annuity they receive from Social Security, then the effect on their 
saving will be smaller. That situation may arise for a variety of reasons: those annuities cannot 
be bequeathed to heirs, they may not cover unexpectedly large expenses, and they will 
constrain the consumption of people who have little wealth. To the extent that Social Security 
provides annuities that are not fully valued by recipients, it will crowd out private saving by less 
than a dollar for a dollar.  
However, if people value Social Security's annuity more than its cost, then the effect on their 
saving will be larger. That situation may arise because private annuities tend to cost more than 
an "actuarially fair" price because people who expect to live a long time are more likely to 
purchase annuities, and insurance companies must set prices high enough to make money off 
the average person who buys an annuity. To the extent that Social Security provides a cheaper 
annuity, it could tend to reduce saving by an amount over and above its dollar value. 
 
Bequest Motives for Saving  
Another possible motive for saving is to provide bequests or gifts. Social Security can affect 
saving for bequests because it is a transfer from the young (in the form of taxes) to the old (in 
the form of benefits). Some older people might offset that transfer by increasing their personal 
transfers, in the form of bequests or gifts, to their descendants. The extra saving for increased 
personal transfers could offset--in the extreme case, completely offset--any reduction in saving 
for retirement. Furthermore, as mentioned above, the impact of Social Security on saving could 
be reduced if in its absence, resources would flow in the opposite direction, from adult children 
to their elderly parents.  
 
Rules of Thumb and Lack of Foresight  
The models of saving described in the previous sections assume that people's decisions about 
saving are rational and involve making forecasts of events many years into the future. Such 
calculations could take a good deal of time and effort, and some people might not find the cost 
worthwhile. Instead, they may rely on simple rules of thumb, such as saving a fixed fraction of 
their income. To the extent that people use such rules, small changes in Social Security would 
have little effect on saving. (Large changes, however, such as abolishing Social Security, might 
lead them to change their rules of thumb.)  
 
Moreover, some people may fail to plan for retirement at all. They may discount their future well-
being at a very high rate so that their standard of living in retirement will have little relevance to 
current choices. Or they may assume someone else--the government, their children, or others--
will provide for them in their old age. People who make no provision for retirement will not 
change their saving behavior in response to Social Security. Many people have very little private 
wealth at retirement, lending support to the idea that they may be failing to plan for retirement; 
see Congressional Budget Office, Baby Boomers in Retirement: An Early Perspective 
(September 1993), pp. 27, 70. Of course, those low levels of assets could be a result of the 
existence of Social Security, especially for lower-income households, given the progressive 
benefit schedule. 
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Conclusion  
Most people probably have a variety of reasons to save. Because the exact motivation behind 
saving is not completely understood, it is difficult to determine the effect of Social Security on 
saving using economic theory alone. Although on balance, economic theory suggests that 
Social Security could reduce saving, it cannot establish the magnitude of the effect. It is 
theoretically possible that Social Security could increase saving, but that would require a large 
reduction in retirement age in response to the system. Empirical research therefore plays an 
important role in estimating the effect on saving.  
  
CROSS-SECTION ESTIMATES OF THE EFFECT OF SOCIAL SECURITY ON 
SAVING  
 
Cross-section studies examine data on people and attempt to determine whether those who 
expect to receive higher Social Security benefits have saved less and thus accumulated lower 
levels of private (non-pension) wealth, other things being equal. Most studies begin by 
estimating the total value of Social Security benefits that a person is expected to claim less the 
taxes to be paid, adjusted for the length of time before the benefits will be received (or taxes 
paid) and the probability that the recipient will survive--the "present value" of the benefits minus 
the taxes. That sum is referred to as Social Security wealth. Then, using regression analysis, a 
researcher tests whether the level of private wealth held by people is related to their Social 
Security wealth, controlling for other factors such as age and income. If those with more Social 
Security wealth tend to have less private wealth, that correlation suggests that Social Security 
may have caused them to save less and thus build up less wealth over time.  
 
The magnitude of the effect on saving can be summarized in one number: the amount by which 
private wealth changes for each additional dollar of Social Security wealth. The simple life-cycle 
theory implies that each dollar of Social Security wealth reduces private wealth by one dollar. 
 
Results of Cross-Section Studies  
Figure 1 presents an overview of the results of cross-section studies together with alternative 
views of the uncertainty of the estimates. The first panel of Figure 1 shows the full range of 
estimates of the effect of a dollar of Social Security wealth on private wealth that results from 
different regressions in each study, illustrating the sensitivity of results to alternative ways of 
specifying the regression analysis   
 
The second panel shows a two-standard-error band around the median estimate from each 
study, illustrating a statistical estimate of the uncertainty of those single estimates (see Box 3). If 
the regression specification and statistical assumptions used are correct, one can be 95 percent 
confident that the true value lies within the two-standard-error band around an estimate.  
 
The estimates cover a wide range. They vary from 0.38 to -1.67 (implying that a dollar of Social 
Security wealth affects private wealth by between plus 38 cents and minus $1.67), and the limits 
of the standard-error bands around the median estimates run from over 1 to less than -2. Most 
estimates, however, and the great majority of median estimates, lie between zero and -0.5. In 
addition, at least part of the standard-error band around the median estimate in each study is 
included in that range. Thus, despite the great variation among the estimates, the cross-section 
evidence suggests that each dollar of Social Security wealth most likely reduces private wealth 
by between zero and 50 cents, with the most likely estimate lying near the middle of that range.  
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Causes of Divergent Results  
The results of the 14 cross-section studies differ partly because they use data from different 
surveys. The fact that different data sets yield different answers is not surprising, but it suggests 
that at least some of the samples are not entirely representative of the population as a whole. 
That suggests that the uncertainty of the estimates is greater than that implied by the statistical 
analysis of a single data set.  
 
FIGURE 1.  
ESTIMATED IMPACT OF A $1 INCREASE IN SOCIAL SECURITY WEALTH HEALTH IN 
CROSS-SECTION STUDIES  

 
Range of Estimates in Each Study 
 

 
 

SOURCE: Congressional Budget Office based on the sources below (see the bibliography for full citations). 
NOTE: When there was an even number of estimates, the lower of the two central estimates was chosen as the median. When 
there were separate estimates for couples and for singles, only the one for couples was included. 
a. Table 1 from Feldstein and Pellechio, p. 366. 
b. Estimate calculated using Kotikoff's Table 2, p. 404. Coefficients for ASST and LWIx were multiplied by the means of those 
variables and then divided by the sum of the means. 
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Figure 1 CONTINUED 
Estimated Uncertainty of Median Estimate in Each Study (Two-Standard-Error Band) 
 
 

 
c. Tables 5 an 6 from King and Dicks-Mireaux, pp. 261 and 262. 
d. Tables 1.1 and 1.2 from Feldstein, pp. 16 and 19. 
e. Table 4.3 from Blinder, Gordon, and Wise, p. 114. 
f. Table 1 from Dicks-Mireaux and King, p. 128. 
g. From the text of Diamond and Hausman, p. 110. Only a rough range was estimated so no median is shown. 
h. Table 2 from David and Menchik, p. 428. 
i. Table 6-2 from Avery, Elliehausen, and Gustafson (estimate for families with married heads, dependent variable nonpension 
net worth). 
j. Table 2 from Hubbard, p. 173. 
k. Table 4 from Bernheim, column 1, p. 299. 
l. Tables 1, 2, and 3 from Novos, pp. 169, 170, and 171 (not including the four estimates replicating equations by Feldstein and 
Pellechio, labeled "F-P's eq."). 
m. Equation 2 from Gullason, Kolluri, and Panik, p. 549. 
n. Text from Gale, p. 12. 
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BOX 3.  DIFFERENT MEASURES OF THE UNCERTAINTY OF REGRESSION 
ESTIMATES 
Regression analysis produces not only estimates of the correlation between variables but also 
estimates of the precision with which the correlations are measured. Those estimates of 
precision are known as standard errors. The accuracy of the standard errors depends on 
several assumptions, among them that the sample being analyzed (such as the group of people 
included in a study) was randomly selected and that the regression is specified properly, with all 
of the appropriate variables included in the equation in the correct form. Given those 
assumptions, the standard errors provide an unbiased estimate of how far from the estimated 
value the true correlation could reasonably be expected to be. For a given regression that has 
been properly specified, one can be 95 percent confident that the true value lies within two 
standard errors of the estimated value. The standard error is therefore one measure of the 
confidence that can be placed in an estimate.  
However, other factors must also be considered in determining how much weight to put on an 
estimate. For example, some studies include several regressions, often with only minor changes 
differentiating them. The standard error of one estimate may indicate that it is very precisely 
measured, but another estimate resulting from a minor and reasonable change in the regression 
may result in a very different estimate. In that case, the estimates are likely to be more uncertain 
than the standard errors of each individual estimate would indicate.  
In addition, thoughtful consideration of the regression strategy is required. An estimate from a 
regression equation missing important variables, or including them in an improper form, could 
be biased and is also likely to be more uncertain than the standard errors would indicate.  
This review attempts to illuminate each type of uncertainty. The first panels of Figures 1 and 2 
present the range of results from different regressions in each study. For studies that include a 
number of regressions, it provides some sense of one type of uncertainty. However, many 
studies include only one or two estimates and thus appear as circles in the figures. Those 
estimates are not necessarily any more or less uncertain than those from studies that present a 
number of estimates. Indeed, several of those studies indicate that additional estimates, which 
were not presented, varied widely.  
The second panels of the figures present the statistical uncertainty as measured by the standard 
error for the median estimate of the effect of Social Security in each study. The bars in the 
figures span two standard errors on each side of the median estimate and thus, in theory, 
include the range in which the true value lies with 95 percent confidence. 

 
 
Specific Studies. Several of the highest and lowest estimates in Figure 1 may carry less weight 
because of special factors. For example, the Feldstein and Pellechio and the Novos studies 
both use a relatively small data set of about 100 people.8

                                            
88Martin Feldstein and Anthony Pellechio, "Social Security and Household Wealth Accumulation: New 
Microeconometric Evidence," Review of Economics and Statistics, vol. 61, no. 3 (August 1979), pp. 361-368; and 
Ian E. Novos, "Social Security Wealth and Wealth Accumulation: Further Microeconomic Evidence," Review of 
Economics and Statistics, vol. 71, no. 1 (February 1989), pp. 167-171.   

 Novos argues that the large effect on 
private wealth found by Feldstein and Pellechio depends crucially on six farm operators in the 
sample. If those six people are excluded, the estimate of the effect shifts from one that is large 
and negative to one close to zero. Some researchers argue that farmers should be excluded 
from analyses of saving because their saving behavior appears to be different from that of 
others. In any case, the fact that such a small number of people play such a large role in the 
results casts doubt on the reliability of both estimates.  
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David and Menchik find a positive effect on wealth of 0.13.9

Other studies stand out for different reasons. Kotlikoff's study uses a different formulation from 
any of the other studies.

 Their study examines wealth at time 
of death, using probate inheritance records rather than survey data on the level of wealth during 
a person's lifetime. The probate records may be more accurate than survey responses. 
However, the records exist only for those with wealth at or above the filing requirement level, 
and those wealthy decedents may not be representative of the population in general. In addition, 
the level of Social Security wealth used in their regression equation is measured as of age 65 
rather than at the time of death, when assets are measured. The inconsistency creates some 
problems for interpreting the results. For example, if the date of death were known with 
certainty, a person behaving according to the life-cycle theory would spend all of his or her 
assets by that date, so that there would be zero wealth at death regardless of Social Security 
wealth at age 65. In that case the effect on wealth, as measured by David and Menchik, would 
be zero, even if Social Security did crowd out saving during the working years.  
 

10

The studies by Diamond and Hausman and by Bernheim are the only studies that follow the 
same people over time.

 He subtracts not only the present discounted value of future payroll 
taxes but also past payroll taxes from his net Social Security wealth variable, yielding a measure 
of the "windfall" to a recipient--the value of benefits in excess of total taxes. Kotlikoff also 
includes the present value of payroll taxes paid in the past as an additional variable. He finds 
that Social Security windfalls increase private wealth rather than reduce it, as predicted by the 
simple life-cycle model with a fixed age of retirement (although the estimate is not statistically 
significant). However, he also finds that past payroll taxes reduce private wealth. Because the 
overall effect of Social Security on other wealth combines the impact of windfalls and taxes paid 
in one number, the results from Kotlikoff's study must be combined to arrive at an estimate of 
the effect on wealth. Evaluating Kotlikoff's results at the mean values of windfalls and taxes paid 
in his data suggests a total effect of -0.132; however, that rough estimate does not necessarily 
correspond to those from other studies because of the unique formulation of his equation. 
Moreover, it is difficult to reconcile a positive effect of windfalls with a negative effect of past 
taxes under consistent behavioral assumptions.  
 

11

Bernheim uses the more common formulation, with a variable for Social Security wealth, and 
finds that one dollar of Social Security wealth reduces private wealth by 77 cents. This estimate 

 That strategy allows them to use several different observations of 
income in constructing Social Security variables and (in the case of Diamond and Hausman) 
several observations of assets in constructing the wealth variable. The multiple observations per 
person should lead to smaller data errors and more accurate estimates.  
 
Diamond and Hausman do not, however, calculate an explicit Social Security wealth variable; 
instead they base their empirical estimates on the projected level of Social Security benefits. 
They then roughly estimate an effect of Social Security wealth on private wealth of between -
0.25 and -0.40 (see Figure 1).  
 

                                            
9 Martin David and Paul L. Menchik, "The Effect of Social Security on Lifetime Wealth Accumulation and Bequests," 
Economica, vol. 52, no. 28 (November 1985), pp. 421-434. As described above, Social Security could increase 
private wealth if it caused people to retire earlier.  
10 Laurence Kotlikoff, "Testing the Theory of Social Security and Life Cycle Accumulation," American Economic 
Review, vol. 69, no. 3 (June 1979), pp. 396-410. 
 
11 Peter A. Diamond and Jerry A. Hausman, "Individual Retirement and Savings Behavior," Journal of Public 
Economics, vol. 23, no. 1/2 (February/March 1984), pp. 81-114; and B. Douglas Bernheim, "The Economic Effects 
of Social Security: Towards a Reconciliation of Theory and Measurement," Journal of Public Economics, vol. 33, 
no. 3 (August 1987), pp. 273-304. 
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uses a Social Security wealth variable that has been discounted by both an interest rate and a 
mortality rate, the method used in most studies. Bernheim argues that the proper method is to 
discount only by an interest rate--"simple discounting"--but there are opposing arguments. Using 
simple discounting he estimates an effect on wealth of -1.37. However, Bernheim uses a 
relatively small number of variables in his regression equation. Furthermore, a statistical 
measure indicates that his equation does not explain much of the variation in wealth in his 
sample.12

Calculation of Social Security Wealth. The studies calculate Social Security wealth in different 
ways, but they share the same general strategy. First, future benefits must be forecast both for 
retirees and for those still working. Researchers generally make the forecast by taking the 
information available about earnings (and other variables such as education that might affect 
earnings) and using it to estimate past and future earnings. Then they project future benefits 
using the estimated earnings together with the current formulas for determining Social Security 
benefits. Although the cross-section studies are fairly uniform in that general strategy, different 
methods of projecting future earnings or other variables could lead to different estimated 
benefits. For example, research using time-series data indicates that the method used to 
calculate future benefits can have a large impact on the estimated effect on saving. However, 
there has been no comparable investigation into the effect of different methods of calculating 
benefits on estimates for cross-section estimates.  
 

 Those two facts suggest that his regression equation may be missing important 
variables, which could bias his results in an unknown direction.  
 

Social Security wealth is then calculated using the estimated benefits. That requires discounting 
future benefits to an equivalent lump-sum amount paid today. A dollar 30 years from now is 
worth less than a dollar today even without inflation, because a dollar today could potentially 
earn interest for 30 years and grow to a much greater amount. How much greater depends on 
the interest rate (or "discount rate") used in the calculation. A higher discount rate will tend to 
result in a lower calculation of Social Security wealth. Although many of the studies use a 3 
percent real (inflation-adjusted) discount rate, several do not specify the rate used. The studies 
by Dicks-Mireaux and King use a 2.5 percent discount rate; Avery, Elliehausen, and Gustafson 
use a 6.85 percent rate in calculating their measure (which is also used by Gullason, Kolluri, and 
Panik).13

The discount rate used to calculate Social Security wealth can have an important impact on the 
estimate of the effect of Social Security on private wealth. In general, one would expect that 
lower discount rates would lower the estimate because they result in higher estimated values of 
Social Security wealth without changing private wealth. However, different discount rates alter 
the ratio between the Social Security wealth held by different people (especially the young and 
the old) and therefore could influence the results in unpredictable ways. For example, in the 

  
 

                                            
12 The R2 (a measure of the degree to which a regression equation accounts for the variation in the dependent 
variable) for Bernheim's regression that yields the median estimate is .014. That contrasts with values such as .33, 
.15, .42, .44, .17, and .33 for some of the other studies' regressions. Only Feldstein's 1984 study has comparably 
low measures of R2. 
13 Louis Dicks-Mireaux and Mervyn King, "Pension Wealth and Household Savings: Tests of Robustness," Journal 
of Public Economics, vol. 23, no. 1/2 (February/March 1984), pp. 115-139; Mervyn King and Louis Dicks-Mireaux, 
"Asset Holdings and the Life-Cycle," Economic Journal, vol. 92, no. 366 (June 1982), pp. 247-267; Robert B. Avery, 
Gregory E. Elliehausen, and Thomas A. Gustafson, "Pensions and Social Security in Household Portfolios: 
Evidence from the 1983 Survey of Consumer Finances," in Gerard F. Adams and Susan M. Wachter, eds., Savings 
and Capital Formation: The Policy Options (Lexington, Mass., and Toronto: Heath, Lexington Books, 1986); and 
Edward T. Gullason, Bharat R. Kolluri, and Michael J. Panik, "Social Security and Household Wealth Accumulation: 
Refined Micreconometric Evidence," Review of Economics and Statistics, vol. 75, no. 3 (August 1993), pp. 548-
551. 
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study by Bernheim, regressions using a lower discount rate (which does not include the 
mortality rate) estimate a larger effect on wealth.  
 
Most studies discount future benefits by mortality rates as well as by an interest rate, because a 
person's benefits end at death. Douglas Bernheim argues that such an approach may not be 
appropriate. He suggests calculating Social Security wealth by discounting benefits and taxes 
using only the interest rate ("simple discounting") rather than the interest rate plus the mortality 
rate ("actuarial discounting"). Bernheim argues that simple discounting provides a better 
approximation of the true value of Social Security if private annuities are not available.  
 
However, calculating the theoretically proper discount rate would require knowing people's 
preferences (for the time path of consumption, among other things). Private annuities, though 
expensive, are available on the open market; in addition, there are offsetting reasons for 
annuities to be valued less than other types of wealth (see Box 2). Therefore, this memorandum 
cites estimates based on Social Security wealth calculated with actuarial discounting whenever 
possible. Nevertheless, use of that measure in empirical studies may bias the results either up 
or down, and the results should be interpreted cautiously.  
 
Theoretical Difficulties with Cross-Section Estimation. A difficulty faced by all the cross-
section studies is that almost everyone is covered by the same Social Security system. 
(Workers who are not covered--for example those in state and local retirement programs--are 
generally excluded from the data samples used in the studies.) Thus, most of the variation in 
Social Security wealth results from differences in earnings history, age, and marital status. But 
those variables also influence wealth holdings. For example, someone with a high income can 
probably expect relatively high Social Security benefits, but that person would also most likely 
have higher-than-average wealth with or without Social Security. That type of correlation makes 
it very difficult to disentangle the effects of Social Security from those of other variables.  
 
Studies attempt to control for those other factors by including them in the regression equation: 
private wealth is estimated to be a function not only of Social Security wealth but also of age 
and income level. But unless the researcher uses exactly the right equation for wealth, 
containing all the relevant variables, what looks like the effect of Social Security wealth may 
actually be the effect of variables that are not included or appear in the wrong form. 
 
One example is the treatment of the relationship between wealth and income. Some regression 
equations include only a linear term in income. If that were the correct specification, wealth 
would rise linearly with income, other things being equal. The simple life-cycle model with 
identical individuals predicts that wealth should rise linearly with income. However, 
precautionary or bequest motives, borrowing constraints, and individual differences (such as 
differing rates of time preference) could all lead to a nonlinear relationship. However, some data 
indicate that wealth rises more than linearly. Diamond and Hausman, "Individual Retirement and 
Savings Behavior," find that wealth rises with permanent income "in a sharply non-linear 
fashion." Because the Social Security system is progressive and benefits are capped at a 
maximum level, the wealthy have low Social Security benefits relative to their income. Thus, an 
equation with only a linear term in income will give the impression that high-income individuals 
are more wealthy than expected, given their income, and may ascribe some of that extra wealth 
to their relatively low Social Security wealth. In other words, such an equation could estimate 
that Social Security wealth reduces saving simply because the relationship between wealth and 
income was not specified correctly.  
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Social Security wealth may also differ for people with the same average income if the pattern of 
their earnings is different. Those whose income tends to fluctuate a great deal from year to year 
could have lower Social Security wealth than those whose income is more stable, even if the 
average income is the same (because of a cap on the earnings used to calculate benefits). 
However, people with fluctuating income may also wish to save more to tide them over lean 
periods. Although economic theory predicts this type of behavior, Browning and Lusardi find that 
empirical evidence on the subject is inconclusive. Once again, high private wealth might be 
correlated with low Social Security wealth even if Social Security had no effect on saving.  
 
That type of problem is not unique to research on Social Security and saving; it is common to 
almost all empirical research in economics. However, the problem of identifying the effects of a 
particular factor on some behavior (such as saving) is particularly severe when, as in the case of 
Social Security wealth, the factor varies from person to person almost exclusively along with 
other factors that most likely influence the same behavior. That argues for caution in interpreting 
the results of empirical studies.  
 
A more specific difficulty with cross-section estimation is the timing of gifts and bequests. If 
those who receive Social Security compensate their heirs through private transfers for the Social 
Security taxes the heirs pay, Social Security should have no effect on the capital stock. 
However, if some people in a study had not yet received those transfers, it would look as if 
Social Security had decreased their wealth.  
 
William Gale argues that estimates of the effect of private pensions on private wealth may be 
biased downward, and the same point may apply to some estimates of the effect of Social 
Security on private wealth.14

A final criticism leveled at cross-section analysis is that it may not be valid to extend results 
based on comparisons between households to an effect on the economy as a whole. Social 
Security can be seen as a transfer from children, in the form of payroll taxes, to their parents, in 
the form of benefits. That transfer could be offset by gifts and bequests from the old to the 

 Gale notes that many studies on private pensions do not include 
employer contributions to pensions in their measures of workers' income and pension wealth. 
Excluding those contributions results in an underestimate of the effect of pension wealth on 
private wealth. However, the importance of that critique to studies of Social Security is unclear. 
The effect on the regression results is more complicated in the case of Social Security because 
there is no significant control group that lacks Social Security (as there is in the case of 
pensions). Furthermore, if the critique applies, the bias is likely to be smaller for Social Security 
estimates because employers "contribute" only half of payroll taxes; in private pensions, the 
employer tends to contribute a higher percentage. Moreover, it is difficult to evaluate whether 
Gale's critique is at all relevant to the studies reviewed in this paper because few of the studies 
specify whether the employer share of the payroll tax is included in the measure of income 
used. The study by Kotlikoff is the only one that explicitly states that it uses an income measure 
that includes the employer share of the payroll tax. As a practical matter, estimation of the 
employer share of payroll tax would be trivial in any study using net Social Security wealth 
because the employee share of taxes, which is equal to the employer share, would already be 
calculated. Most of the studies that this memorandum reviews use a net concept of Social 
Security wealth. Therefore, the most one can conclude is that in some studies the estimates of 
the effect of Social Security on private wealth may be biased toward zero by an unknown 
amount.  
 

                                            
14William G. Gale, "The Effects of Pensions on Household Wealth: A Reevaluation of Theory and Evidence" (draft, 
Brookings Institution, Washington D.C., 1997).   
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young. If such an offset were complete, Social Security would have no impact on overall saving 
and wealth in the economy.  
 
However, because different people earn different rates of return from Social Security (based on 
differences in income, life span, and family structure), Social Security also represents a transfer 
from some extended families (who earn lower returns) to others (who earn higher returns).15

EVIDENCE BASED ON CHANGING SOCIAL SECURITY WEALTH OVER TIME  

 
Families that stand to gain more resources through that type of transfer might spend more and 
end up with lower assets; those who expect to lose resources could spend less and end up with 
more assets. That could lead to a negative relationship between Social Security wealth and 
private wealth even if, for example, parents and children used gifts or bequests to completely 
offset the intergenerational transfer represented by Social Security within their own family. Thus, 
a cross-section regression could find that Social Security reduced private wealth even if it 
actually had no effect on aggregate saving and the capital stock. Transfers between families 
stemming from Social Security could, however, decrease saving if the transfers took resources 
from families that tended to save more and gave them to families that tended to save less. 
 
Despite all the difficulties, however, cross-section studies provide some evidence that Social 
Security wealth tends to reduce holdings of other wealth.  
 

Time-series studies begin by calculating total Social Security wealth in the economy as a whole 
over a number of years and then test whether, as that total wealth changes over time, aggregate 
saving (or, more often, consumption) also changes. Because consumption plus saving equals 
income, for a given income an increase in consumption implies a decrease in saving. If 
consumption is higher in years when Social Security wealth is higher, the conclusion could be 
drawn that a higher level of expected Social Security benefits was leading people to consume 
more of their income rather than save it for retirement.  
 
Because time-series studies examine the effect of Social Security on consumption rather than 
on private wealth, as in cross-section studies, the results are not directly comparable. However, 
the effects on consumption can be translated into an effect on saving, and in the long run the 
effect on wealth holdings should be proportional to the effect on saving.  
 
Results of Time-Series Studies  
The results of time-series research appear to be extremely sensitive to the precise regression 
formulation used in the analysis. Furthermore, the results of time-series studies do not translate 
directly into long-run effects on aggregate savings because they depend on the time period 
covered in the regression. Time-series evidence therefore provides little additional information 
about the effect of Social Security on saving.  
 
There are only a limited number of time-series studies on Social Security and private saving that 
are based on accurate data, and for that reason, no illustrative figures are presented. Two 
studies by Martin Feldstein found strong negative effects of Social Security on saving.16

                                            
15See Robert J. Barro and Glenn M. MacDonald, "Social Security and Consumer Spending in an International 
Cross Section," Journal of Public Economics, vol. 11, no. 3 (June 1979), pp. 275-289.   
16 Martin Feldstein, "Social Security and Private Saving: Reply," Journal of Political Economy, vol. 90, no. 3 (June 
1982), pp. 630-642; and Feldstein, "Social Security and Saving: New Time Series Evidence," National Tax Journal, 
vol. 49, no. 2 (June 1996), pp. 151-164. 

 
However, another pair of studies by Leimer and Lesnoy find that those results depend on the 
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way the Social Security wealth variable is calculated.17

Why Do the Time-Series Results Differ?  

 Using several alternative strategies, they 
find positive effects on saving in most cases. Because analysts have yet to agree upon the 
proper method for calculating Social Security wealth, the fact that the estimated effect of Social 
Security appears to depend on the method used suggests that less confidence can be placed in 
any of the time-series estimates.  
 
A number of additional time-series studies dating from the 1970s used a Social Security wealth 
variable that was later found to be constructed improperly. Because of that, the estimated 
effects on saving found in those studies are likely to be inaccurate. Those studies do, however, 
indicate that relatively minor changes in regression formulation can lead to divergent results, 
even when identical measures of Social Security wealth are used.  
 

Leimer and Lesnoy provide convincing evidence that the calculation of Social Security wealth 
has a great influence on the estimated effect on saving. In the case of time-series studies such 
as those, the wealth measure calculated is for the economy as a whole rather than for an 
individual (as is the case for cross-section studies). In either case, however, the researcher 
must decide how to project future Social Security benefits. As a starting point, the researcher 
must estimate future wages and then estimate benefits based on those estimated wages.  
 
Several methods could be used to estimate benefits. On the one hand, researchers might 
assume that future benefits will be determined by the Social Security law on the books at the 
time--a "current-law" assumption. That would take account of future changes in benefit formulas 
now in the law, such as the rise in the retirement age beginning in 2000. Most of the cross-
section studies reviewed in the previous section use the current-law method. On the other hand, 
they might assume that the ratio of benefits to earnings (the replacement rate) will remain 
constant at its current rate ("current replacement rate") or at its long-run average ("average 
replacement rate"). The argument for the latter two assumptions is that people may not fully 
understand the complexities of the Social Security benefit structure and therefore may not know 
what benefits they are legislatively entitled to. However, they may be aware of the benefits 
earned by their parents or grandparents and calculate their own future benefits on the same 
basis.  
 
Alternatively, researchers could assume that people will alter their estimate of the future 
replacement ratio as the current ratio changes, but only slowly ("slowly changing replacement 
ratio"). That could happen if people believed the current replacement ratio carried some 
implication for the future level but because of frequent legislative changes it did not make sense 
to fully adjust estimates of the future level with each current change. Finally, researchers might 
use the actual benefits for the historical period in cases in which that is possible ("perfect 
foresight"). That approach would be appropriate if people had a great deal of foresight and could 
predict changes not specified in current law. The differences between the above measures of 
Social Security wealth are substantial. Ideally, researchers should use the same method to 
project benefits that people use in making their saving decisions. Unfortunately, that method is 
not known.  
 
In their 1985 paper Leimer and Lesnoy estimate the effects on saving of Social Security wealth 
calculated by each of the five methods mentioned above (current law, current replacement ratio, 
                                            
17 Dean R. Leimer and Selig D. Lesnoy, "Social Security and Private Saving: New Time Series Evidence," Journal 
of Political Economy, vol. 90, no. 3 (June 1982), pp. 606-629; and Selig D. Lesnoy and Dean R. Leimer, "Social 
Security and Private Saving: Theory and Historical Evidence," Social Security Bulletin, vol. 48, no. 1 (January 
1985), pp. 14-30. 
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average replacement ratio, slowly changing replacement ratio, and perfect foresight).18

In his 1982 and 1996 papers, Feldstein uses a variant of the average-replacement-rate method 
with two long-term averages of the replacement rate (for pre- and post-1972), and finds a large 
negative effect on saving.

 Using 
data from 1930 to 1976 (excluding the war years from 1941 to 1946) they find that three of the 
five methods (current replacement ratio, average replacement ratio, and perfect foresight) imply 
that Social Security increased saving by a small amount; that one (slowly changing replacement 
ratio) implies that Social Security decreased saving by a small amount; and that one (current 
law) implies that it hardly changed saving. Using data from 1947 to 1976, all their estimates 
imply that Social Security increased saving.  
 

19(31) However, the justification for a single adjustment in 1972 is not 
clear. Although there was a major revision to the Social Security program in that year, Leimer 
and Lesnoy argue that there were equally large changes in prior and succeeding years. Their 
results cast doubt on whether a negative effect would be found if other methods of calculating 
Social Security wealth were used.  
 
Results from earlier studies indicate that results are also sensitive to the precise formulation of 
the regression equation. For example, in his groundbreaking 1974 study, Feldstein finds a large 
negative effect on saving.20 Robert Barro includes the government deficit as a possible influence 
on saving; most of his estimates indicate that Social Security wealth decreases saving, but in 
some cases he estimates a positive effect.21 When he uses the current replacement rate directly 
in the estimation rather than converting it into Social Security wealth, he finds a uniformly 
positive effect on saving. Michael Darby includes the money supply and relative price of durable 
goods in his regression; he also finds a negative effect in most cases but a positive one in 
some.22 Research by Alicia Munnell differs from the other studies reviewed in estimating the 
effect on saving directly (the other studies estimate the effect on consumption and convert that 
into an effect on saving).23

All of the studies published in the 1970s that are mentioned above used the Social Security 
wealth measure calculated in Feldstein's 1974 study, which Leimer and Lesnoy discovered was 
incorrect. So although for the most part those studies found a negative or zero effect on saving, 
that evidence is not useful.

 She finds a negative effect of benefits on saving that is almost 
entirely canceled out by a positive effect from earlier retirement as a result of Social Security.  
 

24

                                            
18Lesnoy and Leimer, "Social Security and Private Saving: Theory and Historical Evidence."   
19 Feldstein, "Social Security and Private Saving: Reply" and "Social Security and Saving: New Time Series 
Evidence." 
20 Martin Feldstein, "Social Security, Induced Retirement and Aggregate Capital Formation," Journal of Political 
Economy, vol. 82, no. 5 (September/October 1974), pp. 905-926. 
21 Robert J. Barro, The Impact of Social Security on Private Saving: Evidence from U.S. Time Series (Washington, 
D.C.: American Enterprise Institute, 1978). 
22 Michael R. Darby, The Effects of Social Security on Income and the Capital Stock (Washington, D.C.: American 
Enterprise Institute, 1979). 
23 Alicia H. Munnell, "The Impact of Social Security on Personal Savings," National Tax Journal, vol. 27, no. 4 
(December 1974), pp. 553-567. 
24 Unfortunately, none of the time-series studies, except that of Feldstein, have been repeated with corrected and 
updated data. 

 Those studies illustrate, however, the variability of estimates using 
time-series data. Results also differ depending on the time period over which the equations are 
estimated. A difficulty facing all the time-series studies is that there are few years with reliable 
data covering the period before Social Security existed, and those years include part of the 
Great Depression, which may have led to atypical saving behavior. Some estimations include 
the Depression years and exclude the years during World War II, while others rely only on 
postwar data. Equations estimated on postwar data tend to find a smaller negative (or a more 

http://www.cbo.gov/showdoc.cfm?index=731&sequence=0&from=1#N_31_�
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positive) effect on saving than those that include the earlier years. That could imply, among 
other things, either that the earlier years are required to obtain an accurate estimate or that 
unusual saving behavior during the Depression years, together with the low Social Security 
wealth during that period, combine to produce a biased estimate of the effect on saving when 
those years are included.  
 
The results of time-series studies must be interpreted carefully. Those studies estimate the 
effect of Social Security wealth on consumption. However, consumption would change the most 
for people who had retired soon after Social Security was instituted and thus had received 
benefits without having paid equivalent taxes--those who had received a "windfall." Estimates 
based on the behavior of that generation could substantially overstate the ultimate effect on 
aggregate saving, because succeeding generations would raise consumption much less (see 
Box 4). For example, Feldstein's 1974 estimate that Social Security has reduced saving by 38 
percent does not imply that the capital stock will ultimately be 38 percent lower than it would 
otherwise be because his estimate covers a period when some people were receiving windfall 
benefits. The ultimate reduction in saving, and therefore in the capital stock, would most likely 
be smaller once succeeding generations replaced those who had received windfalls.  
 
BOX 4 THE VARYING EFFECT ON SAVING AT DIFFERENT POINTS IN THE HISTORY OF 
SOCIAL SECURITY 
 
Social Security's effect on saving and consumption has changed from when the program was 
introduced to the mature system of today. That change arises because the first generation of 
retirees covered by Social Security--those who received benefits but did not pay payroll taxes 
for all of their working lives--received a "windfall" of Social Security wealth. (Later recipients also 
received some windfalls as benefits increased.)  
To the extent that the recipients of windfalls chose to increase their consumption, the flow of 
national saving during the time they were retired would be much lower. The young, having to 
pay payroll taxes and anticipating Social Security benefits, would save less. The first generation 
of retirees would spend the relatively larger wealth built up during the time the program did not 
exist, creating a large amount of dissaving. The economy would finish that initial period of low 
saving with a permanently lower capital stock. In essence, the recipients of the windfall would 
have consumed some of the nation's capital. However, the capital stock would not have 
declined by as much (in percentage terms) as national saving during that initial period.  
The flow of saving would rebound to some degree when the next generation retired, because 
that cohort would have a lower level of assets to dissave. In the long run, with both the saving of 
workers and the dissaving of retirees reduced, the flow of national saving would be lower 
because younger workers outnumber retirees and earn more (a result of growth in population 
and economic output). Therefore, the reduced saving by the young outweighs the reduced 
dissaving by the old.  
The long-run reduction in saving will match the decline in U.S.-owned assets. However, that 
long-run drop in saving would not be as great as during the earlier period, when the saving of 
workers falls without a corresponding decline in the dissaving of retirees. An estimate of the 
effect on saving based on the period during which the first generation retired, could therefore 
overstate the long-run effect. 
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In addition to those issues, a study by Alan Auerbach and Laurence Kotlikoff casts doubt on the 
efficacy of time-series studies in general.25

FIGURE 2.  
ESTIMATED IMPACT OF A ONE PERCENTAGE-POINT INCREASE IN THE BENEFIT-TO-

EARNINGS RATIO ON THE PRIVATE SAVING RATE IN CROSS-COUNTRY STUDIES 

 They constructed computer model in which people 
behave strictly according to the life-cycle theory. (Because the model assumes life-cycle 
behavior, under it Social Security will unambiguously reduce saving and, ultimately, the stock of 
productive capital.) Using data generated by a computer simulation of a Social Security system, 
they carried out a time-series analysis much like many of the studies discussed above. They 
found that, depending on the time period used for the estimation, the regression results could 
indicate that Social Security had a positive, negative, or close-to-zero effect on consumption. 
The estimates of the effect of a $1 increase in Social Security wealth on national saving ranged 
from plus $11 to minus $11. The extreme variability in the estimates in a case in which the true 
effect on saving is clear suggests that the time-series method may not be appropriate for 
estimating the precise level of the effect on saving.  
 

 
Range of Estimates in Each Study 

SOURCE: Congressional Budget Office based on various studies (see the bibliography for full citations) 
 

                                            
25 Alan J. Auerbach and Laurence Kotlikoff, "An Examination of Empirical Tests of Social Security and Savings," in 
Elhanan Helpman, Asaff Razin, and Ephraim Sadka, eds., Social Policy Evaluation (New York: Academic, 1983). 
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. 
Figure 2 CONTINUED 
 

Estimated Uncertainty of Median Estimate in Each Study (Two-Standard-Error Bands) 
 
NOTE: When there were an even number of estimates, the lower of the two central estimates was chosen as the median. 
a. Table 1 from Barro and McDonald, p. 284. 
b. Table 2 from Feldstein, p. 235. 
c. Table A-2 from Horioka, p. 242. 
d. Table 2.3 from Modigliani and Sterling, p. 38. 
e.Table 1 from Koskela and Viren. 
f.Tables 1, 2, and 3 from Graham, pp. 1517, 1518-1519, and 1524. 
g. Table 2 from Edwards, p. 24. 

 
 
The bottom line is that the results from time-series studies are inconsistent and suffer from 
some significant theoretical problems. As a result, they provide little additional information on 
the effects of Social Security on saving.  
 
STUDIES BASED ON DIFFERENCES IN SOCIAL SECURITY SYSTEMS AMONG 
COUNTRIES  
A final method of investigating the effect of Social Security on saving is to examine different 
countries with public pension systems of varying generosity to determine whether national 
saving (or consumption) varies systematically among those countries. Those studies are 
referred to as cross-country studies. (Some of the studies also include the effect of the changing 
generosity of pension systems over time in each country.)It would be very difficult to construct 
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measures of public pension wealth for a set of different countries. Therefore, most studies use a 
simple measure to summarize differences in the programs--in most cases, the average ratio of 
initial benefits to earnings. That measure, however, misses the potential effects of 
demographics on aggregate pension wealth. (For example, a country with the same benefit-to-
earnings ratio but a greater percentage of the population on the brink of retirement would have 
greater total Social Security wealth and, potentially, a greater effect from Social Security on 
saving.) That short coming of the data could lead to inaccurate estimates.  
 
Figure 2 illustrates the results of cross-country studies. Many of the estimates cluster around 
zero. In most cases, the sign of an estimate varies depending on the formulation of the 
regression equation. Studies by Martin Feldstein and by Sebastian Edwards find a consistent 
negative effect of benefit generosity on the private saving rate.26 However, studies by Robert 
Barro and Glenn MacDonald, John Graham, Errki Koskela and Matti Viren, and Franco 
Modigliani and Arlie Sterling, which use different equations or data in their estimations, find both 
positive and negative.27

There is no clear pattern to explain the different results. A careful examination by Charles 
Horioka of the differences between Feldstein's 1977 work and Barr's and MacDonald's 1980 
study concludes that differences in the variables, the countries and time period included in the 
regression, the form of the equation used, and the sources of the data all contribute to the 
differing results.

 In addition, in most cases, the effect is not statistically significant (that 
is, the two-standard-error band shown in the second panel of Figure 2 includes zero).  
 

28

A particular concern with the Edwards study is that it uses the percentage of government 
spending devoted to Social Security and all other welfare programs as its Social Security 
variable.

 Divergent results within studies confirm the influence of all those factors. 
Some studies also note a large influence of individual countries, notably Japan, on the results.  
 

29(41) That measure is not as theoretically desirable as the Social Security replacement 
rate used in other studies, and using it could affect the results. One general difficulty with cross-
country studies is that saving habits in different countries could influence the design of public 
pension programs rather than vice versa. For example, if policymakers in countries with low 
saving rates observed that many people were retiring with insufficient resources as a result of 
inadequate savings, they could address that problem by increasing the generosity of the 
pension system. That would mean that countries with high pension benefits might have low 
saving even if pension benefits had no influence on saving. Given the wide range of results and 
the imprecision of many of the estimates, few conclusions can be drawn from the cross-country 
analyses. 
 

                                            
26 Martin Feldstein, "International Differences in Social Security and Saving," Journal of Public Economics, vol. 14, 
no. 2 (October 1980), pp. 225-244; and Sebastian Edwards, Why Are Saving Rates So Different Across Countries? 
An International Comparative Analysis, Working Paper No. 5097 (Cambridge, Mass.: National Bureau of Economic 
Research, April 1995). 
27 Robert J. Barro and Glenn M. MacDonald, "Social Security and Consumer Spending in an International Cross 
Section," Journal of Public Economics, vol. 11, no. 3 (June 1979), pp. 275-289; John W. Graham, "International 
Differences in Saving Rates and the Life Cycle Hypothesis," European Economic Review, vol. 31, no. 8 (December 
1987), pp. 1509-1529; Errki Koskela and Matti Viren, "Social Security and Household Saving in an International 
Cross Section," American Economic Review, vol. 73, no. 1 (March 1983), pp. 212-217; and Franco Modigliani and 
Arlie Sterling, "Determinants of Private Saving with Special Reference to the Role of Social Security--Cross-country 
Tests," in Franco Modigliani and Richard Hemming, eds., The Determinants of National Saving and Wealth 
(London: MacMillan, 1983). 
28 Charles Y. Horioka, "International Differences in Social Security and Saving: A Comparison of the Barro and 
Feldstein Estimates," Journal of Public Economics, vol. 14, no. 2 (October 1980), pp. 238-244. 
29 Edwards, "Why Are Saving Rates So Different Across Countries?" 

http://www.cbo.gov/showdoc.cfm?index=731&sequence=0&from=1#N_41_�
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CONCLUSIONS  
The Social Security system most likely has had a negative impact on private saving. The best 
empirical estimates, those utilizing cross-section data, indicate that each dollar of Social 
Security wealth reduces other assets by between zero and 50 cents. However, those estimates 
are very uncertain, and higher or lower values cannot be ruled out.  
Estimates of the effect of the current Social Security system on private saving are at best only a 
rough guide to the effects of any proposed changes in the system. The impact of changes will 
depend on the details of the proposals as well as their influence on confidence in the Social 
Security system. 
 
 
 
SECTION 5 STUDY OF SSA CONTROLS TO ANNOTATE DEATH 
RECORDS 
 
Objective  
Whether the Social Security Administration (SSA) had controls in place to annotate death 
information on the Numident records of numberholders who exceeded maximum reasonable life 
expectancies.30

Background  

  
 

Information was obtained indicating a man opened bank accounts using several different Social 
Security numbers (SSN). SSA records indicated two of the SSNs belonged to numberholders 
born in 1886 and 1893, respectively. SSA's Numident indicated both numberholders were alive. 
As a result, neither of these SSNs appeared in the Death Master File.  
 
In September 2013, a New York resident, believed to be the world's oldest living man, died at 
age 112. According to the Gerontology Research Group, as of October 2013, only 35 known 
living individuals worldwide had reached age 112. Numident data was obtained that identified 
approximately 6.5 million numberholders born before June 16, 1901 who did not have a date of 
death on their record 
 
Findings  
SSA did not have controls in place to annotate death information on the Numident records of 
numberholders who exceeded maximum reasonable life expectancies and were likely 
deceased. To illustrate, approximately 6.5 million numberholders age 112 or older who did not 
have death information on the Numident were identified.  
• SSA issued approximately 6.4 million of the SSNs to process benefit claims filed before 

March 1972, including 48,746 SSNs issued to process death claims.   
• SSA had input dates of death on approximately 1.4 million non-beneficiaries' payment 

records but had not recorded the death information on the Numident.  
• SSA had terminated payments and input dates of death on 410,074 beneficiaries' payment 

records but had not recorded the death information on the Numident.  
 
It was also determined that thousands of the SSNs could have been used to commit identity 
fraud.  

                                            
30 This information adapted from an audit report by the Office of the Inspector General of the SSA (A-06-14-34030, 
March 2015). 
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• For Tax Years 2006 through 2011, SSA received reports that individuals using 66,920 SSNs 
had approximately $3.1 billion in wages, tips, and self-employment income. SSA transferred 
the earnings to the Earnings Suspense File because the employees' or self-employed 
individuals' names on the earnings reports did not match the numberholders' names.  

• During Calendar Years 2008 through 2011, employers made 4,024 E-Verify inquiries using 
3,873 SSNs belonging to numberholders born before June 16, 1901.  

 
Resolving these discrepancies will improve the accuracy and completeness of the Death Master 
File and help prevent future misuse of these SSNs.  
 
Recommendations  
Four recommendations for corrective action were made. SSA agreed with two and disagreed 
with two.  
 
ABBREVIATIONS  
DMF Death Master File  
EAD Earnings After Death  
ESF Earnings Suspense File  
Fed. Reg. Federal Register  
IRS Internal Revenue Service  
MBR Master Beneficiary Record  
MEF Master Earnings File  
OI Office of Investigations  
OIG Office of the Inspector General  
PII Personally Identifiable Information  
POMS Program Operations Manual System  
SSA Social Security Administration  
SSN Social Security Number  
U.S.C. United States Code 
 
Payment Records and Death Reports  
SSA matches death reports received from various sources against its payment records and 
records dates of death on the Numident, an electronic file that contains personally identifiable 
information (PII) for each person issued a Social Security number (SSN) (SSA, POMS, GN 
02602.060 (May 13, 2011)). SSA uses information from the Numident to create the Death 
Master File (DMF) (2 SSA, POMS, GN 02602.060.B.1 (May 13, 2011)). SSA provides DMF data 
to the Department of Commerce, which, in turn, sells the DMF data to public and private 
customers. Effective November 1, 2011, SSA no longer provides the National Technical 
Information Service death information to sell to public and private customers if SSA records 
indicate that the source of death information was a State (Social Security Act, § 205 (r), 42 
U.S.C. § 405 (r)). Financial institutions process financial, credit, payment, and other applications 
against the DMF to prevent and identify fraud.  
 
Results of Review  
SSA did not establish controls to annotate death information onto the Numident record of 
numberholders who exceeded maximum reasonable life expectancies and were likely 
deceased. At the time of the review, SSA's Numident included approximately 6.5 million 
numberholders who were born before June 16, 1901 but who did not have a date of death on 
their record. SSA records contained further information indicating the majority of these 
numberholders was likely deceased.  
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SSA issued approximately 6.4 million (98.5 percent) of the SSNs to process benefit claims filed 
by the numberholders or their family members before March 1972, including 48,746 SSNs 
issued to process death claims.  
• SSA had input dates of death on approximately 1.4 million non-beneficiaries' payment 

records but had not recorded the death information on the Numident.  
• SSA had terminated payments and input dates of death on 410,074 beneficiaries' payment 

records but had not recorded the death information on the Numident. 
• SSA issued payments to 266 numberholders. However, the review of SSA records indicated 

that only 13 beneficiaries were likely age 112 or older. In the remaining 253 cases, 
discrepancies in SSA records indicated the beneficiary receiving payments was not actually 
born before June 16, 1901.  

• Only 71 numberholders had $1,000 or more in earnings posted to the Master Earnings File 
(MEF) during any Tax Years 2008 through 2012. In no case did it appear someone who was 
actually born before June 16, 1901 was working. In 34 cases, it appeared someone was 
misusing a deceased numberholder's name and SSN to work. In the other 37 cases, 
discrepancies in SSA records indicated the wage earners were not actually born before June 
16, 1901.  

  
The OIG conducted prior audits that compared death information on deceased beneficiaries' 
and recipients' payment records with death information on the DMF, including Title II Deceased 
Beneficiaries Who Do Not Have Death Information on the Numident (A-09-11-21171), July 9, 
2012, and Title XVI Deceased Recipients Who Do Not Have Death Information on the Numident 
(A-09-12-22132), May 3, 2013. The fact that almost all of the 6.5 million numberholders were 
aged but had no earnings and received no payments from SSA further indicated the individuals 
were likely deceased.  
 
In addition, the SSNs were matched against SSA's Earnings Suspense File (ESF) and the E-
Verify system7 and identified thousands of instances of potential SSN misuse. E-Verify is a 
Department of Homeland Security program that allows employers to verify that newly hired 
employees are authorized to work in the United States under immigration law. 
 
To illustrate, SSA received reports that individuals using 66,920 SSNs had approximately $3.1 
billion in wages, tips, and self-employment income in Tax Years 2006-2011. SSA transferred the 
earnings to the ESF because the employees' or self-employed individuals' names on the wage 
or self-employment earnings reports did not match the numberholders' names. It was also 
determined that, from Fiscal Years 2008 through 2011, SSA received 4,024 E-Verify inquiries 
using the SSNs of 3,873 numberholders born before June 16, 1901. 
 
Because so much time had passed since these numberholders' deaths, it could not determine 
why their death information did not appear on the Numident. Any numberholder's death that 
SSA does not record on the Numident is not included in the DMF. As a result, Federal and 
private entities that rely solely on the DMF to detect deaths would not know these individuals are 
deceased. This missing death information could result in erroneous payments made by Federal 
benefit-paying agencies that rely on the DMF to detect inaccurate or unreported deaths. The 
missing death information will also hinder private industry as well as State and local 
governments' ability to identify and prevent identity fraud.  
 
6.5 Million Numberholders Age 112 or Older with No Numident Death Information  
The Numident includes approximately 6.5 million numberholders who, according to their dates 
of birth, were at least 112-years-old but did not have death information on their record. Available 
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information in SSA records was reviewed and further information identified indicating most of the 
numberholders were likely deceased.  
 
SSNs Issued to Facilitate Life and Death Claims  
The Numident indicated that SSA issued approximately 6.4 of the 6.5 million SSNs to facilitate 
processing of benefit claims filed by the numberholders or their families before March 1972.  
• Numident records for most of the 6.4 million numberholders contained entry code—type of 

record established "L," which SSA defines as Life claim (filed before March 1972). According 
to SSA staff, SSA typically issued these SSNs when individuals who had never been issued 
SSNs filed benefit claims. Upon verification of benefit eligibility, SSA issued the SSNs to 
facilitate claims processing.  

• The Numident records for 48,746 numberholders contained entry code—type of record 
established "D," which SSA defines as Death claim (filed before March 1972). According to 
SSA staff, SSA typically issued these SSNs when family members filed death benefit claims 
on behalf of deceased individuals who had never been issued an SSN. Upon verification of 
benefit eligibility, SSA issued the SSNs using the deceased individuals PII and established 
the death claims against the SSNs. However, SSA did not record the numberholders' dates 
of death on the Numident.  

 
The fact these numberholders were at least 112-years-old, and their SSNs were associated with 
benefit claims—including death benefit claims—filed more than 40 years ago, yet almost none 
of these numberholders remained in current payment status, indicated the numberholders were 
likely deceased.  
 
Non-beneficiaries with a Date of Death on Their Payment Records  
SSA had input dates of death on approximately 1.4 million non-beneficiaries' Master Beneficiary 
Records (MBR) but had not recorded the numberholders' death information on the Numident. 
The average year of death for these numberholders was 1959. The MBRs primarily involved 
auxiliary benefits that SSA paid to deceased wage earners' family members. Examples follow.  
• A numberholder born in 1883 died in 1951. His MBR indicated that SSA issued auxiliary 

benefits to his widow until her death in 1966. The primary line of the MBR included the 
numberholder's month and year of death, but his Numident record contained no death 
information.  

• A numberholder born in 1882 died in 1966. His MBR indicated that SSA was issuing auxiliary 
benefits to his 82-year-old child. The primary line of the MBR included the numberholder's 
month and year of death, but his Numident record contained no death information.  

 
Because the numberholders were not listed as beneficiaries on these MBRs, the 
numberholders' names and dates of birth generally did not appear on these MBRs. Prior 
reviews indicated that differences between a numberholder's non-SSN identifying information on 
SSA payment records and Numident can prevent propagation of death information from one 
system to the other. However, in these particular cases, the numberholders' non-SSN identifying 
information generally did not appear on the MBRs. This may explain why SSA systems did not 
propagate death information on these MBRs to the appropriate Numident records.  
 
Beneficiaries with a Date of Death on Their Payment Records  
SSA had terminated payments and input dates of death on 410,074 beneficiaries' payment 
records. However, SSA did not input a corresponding death entry on the beneficiaries' Numident 
record. This problem was previously identified and recommendations were made for corrective 
action in prior audits.  
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Numberholders Receiving SSA Payments  
When the review was initiated, SSA was issuing payments to 266 numberholders whose 
Numident records contained a date of birth before June 16, 1901. However, in only 13 cases 
was it likely the beneficiary was actually age 112 or older. In the remaining 253 cases, 
discrepancies in SSA records indicated the beneficiary receiving payments was not born before 
June 16, 1901.  
• In 96 cases, SSA had superimposed 2 individuals' PII on the same Numident record—1 born 

before and 1 after June 16, 1901. The individual receiving benefit payments was the person 
born after June 16, 1901.  

• In 68 cases, the name of the individual receiving benefits under the SSN was different than 
the name on the numberholders' Numident. This occurred because SSA had established the 
incorrect SSN on the beneficiaries' payment record—primarily because of transposition 
errors.  

• In 37 cases, the beneficiary's payment record contained a date of birth on or after June 16, 
1901, but their Numident records contained a date of birth before June 16, 1901. It is 
believed that likely these beneficiaries were younger than 112-years-old, and the dates of 
birth on the Numident were incorrect. However, when processing the benefit claim, SSA did 
not notice or resolve the date-of-birth discrepancies.  

• In 52 cases, the beneficiary's payment record contained a date of birth on or after June 16, 
1901, and their Numident contained multiple entries with different dates of birth, 1 before 
June 16, 1901, and 1 on or after June 16, 1901. It is most likely the later birthdates on these 
records were correct, and these beneficiaries were younger than 112-years-old.  

 
Numberholders with Reported Earnings  
As part of the Annual Wage Reporting process, SSA matches Forms W-2, Wage and Tax 
Statement, submitted by employers against the Numident. SSA performs a similar match of self-
employment earnings information received from the Internal Revenue Service (IRS). If the 
earnings reports contain a valid name and SSN combination, SSA posts the earnings to the 
MEF.  
Only 71 numberholders had $1,000 or more in earnings posted to the MEF during any Tax Year 
from 2008 through 2012. In no case did it appear someone who was actually born before June 
16, 1901 was working.  
In 34 cases, it appeared someone misused a deceased numberholder's name and SSN to work. 
Examples follow.  
• A numberholder born in 1886 filed a "Life claim" in 1953. SSA payment records indicate the 

numberholder died in January 1965; however, SSA did not record the numberholder's death 
on the Numident. SSA continued paying benefits to the numberholder's widow until her 
death in February 1973. The MEF contains no reported earnings information for this 
numberholder from 1956 through 2007. However, beginning in Tax Year 2008 and each Tax 
Year through 2012, an Arizona employer reported paying wages (ranging from $12,594 to 
$17,100) to someone using the numberholder's name and SSN.  

• A numberholder born in 1896 filed a "Life claim" in 1958 (at age 62). The MEF indicates the 
numberholder continued earning wages through Tax Year 1962 and contains no reported 
earnings from 1963 through 2006. However, beginning in Tax Year 2007 and each year 
since, a South Carolina employer has reported payment of wages (ranging from $11,450 to 
$27,694) to someone using the numberholder's name and SSN. 

• In 16 cases, SSA had superimposed 2 individuals' PII on the same Numident record—1 born 
before and 1 born after June 16, 1901. The wage earner appeared to be the individual born 
after June 16, 1901.  
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• In 19 cases, the Numident contained multiple entries with different dates of birth, 1 before 
June 16, 1901 and 1 on or after June 16, 1901. It is believed likely the later birthdates on 
these records were correct, and these beneficiaries were younger than 112-years-old.  

• In two cases, the wage earner's payment record contained a date of birth on or after June 
16, 1901, but the Numident record contained a date of birth before June 16, 1901. It is 
believed most likely these wage earners were younger than 112-years-old, and dates of birth 
on the Numident were incorrect. However, when processing the benefit claims, SSA did not 
notice or resolve the date-of-birth discrepancies.  

 
The OIG referred the 1896 case in the second bullet above and five additional cases to the 
Office of Investigations (OI). OI opened a criminal investigation in one case where it appeared 
an individual was working under a deceased relative's SSN. In three cases, OI confirmed that 
illegal aliens were using deceased numberholders' names and SSNs to work, but U.S. Attorneys 
in Arizona, Florida, and South Carolina declined prosecution. In the two remaining cases, it 
appeared employers erroneously reported earnings under the names and SSNs of individuals in 
the audit population. OI referred these cases to SSA for corrective action and closed the 
allegations due to lack of criminal intent. The fact that so few of these SSNs had earnings 
activity further indicates the numberholders were likely deceased.  
 
Additional Indications of SSN Misuse  
The 6.5 million SSNs were matched against SSA's ESF and E-Verify systems and identified 
thousands of instances of potential identity theft or other fraud.  
 
$3.1 Billion in Earnings Transferred to the ESF  
As part of the Annual Wage Reporting process, SSA matches Forms W-2 submitted by 
employers against SSA's Numident. If the Form W-2 contains a valid name/SSN combination, 
SSA posts the earnings to the MEF. However, when the name/SSN combination cannot be 
matched to SSA's records, the wage information is transferred to the ESF—SSA's repository for 
unmatched wages. SSA performs a similar match of self-employment earnings information 
received from the IRS. SSA maintains separate ESFs for wages and self-employment income. 
 
For Tax Years 2006 through 2011, SSA transferred to the ESF approximately $3.1 billion in 
wages, tips, and self-employment income reported under 66,920 of the 6.5 million SSNs. One 
SSN appeared on 613 different suspended wage reports, and 194 additional SSNs appeared on 
at least 50 suspended wage reports that SSA received during this 6-year period. Individuals can 
commit various types of fraud against the Government by reporting earnings under deceased 
individuals' SSNs.  
 
E-Verify Inquiries 
SSA supports the Department of Homeland Security in operating and administering the E-Verify 
program. Participating employers input information about new hires, including name, date of 
birth, and SSN into the E-Verify system. E-Verify matches the information against the Numident. 
If the data input by the employer do not match the Numident, SSA sends a response to E-Verify, 
which, in turn, generates a message for the employer indicating there is a discrepancy with 
SSA's records.  
 
During Calendar Years 2008 through 2011, SSA received 4,024 E-Verify inquiries using the 
SSNs of 3,873 numberholders born before June 16, 1901. In only two instances, did the SSN, 
name and date of birth (one born in 1886 and the other born in 1898) input into E-verify match 
the name and date of birth on the numberholder's Numident record. These inquiries indicate 
individuals' attempts to use the SSNs to apply for work.  
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DMF  
Various Federal entities rely on SSA's death information to detect unreported deaths and verify 
the accuracy of reported deaths. Under section 205(r) of the Social Security Act, only agencies 
that pay federally funded benefits, such as the Railroad Retirement Board, Department of 
Defense, Office of Personnel Management, and Department of Veterans Affairs, may receive 
the full file of SSA's death information. SSA also provides the full file to the Centers for Medicare 
and Medicaid Services, Government Accountability Office, and IRS. Agencies that do not pay 
any type of federally funded benefits may receive only the public version of the DMF, which 
does not contain State death information. Private industry customers (including banks, hospitals, 
universities, and insurance companies) may purchase the public version of the DMF through the 
Department of Commerce's National Technical Information Service to verify death and prevent 
fraud.  
 
In June 2010, the President directed Federal agencies to ensure they thoroughly review 
available databases with relevant information on eligibility before they release any Federal 
funds. At a minimum, agencies shall, before payment and award, check the existing databases, 
including SSA's DMF, to verify eligibility (Presidential Memorandum - Enhancing Payment 
Accuracy Through a "Do Not Pay List" June 18, 2010 (75 Fed. Reg. 35953, June 23, 2010)). 
 
Any deceased numberholder whose death is not recorded on the Numident will not appear in 
either version of the DMF. As a result, Federal and private entities that rely solely on the DMF to 
detect deaths would not know these individuals are deceased. As many as 6.5 million deceased 
numberholders were identified who did not have death information on the Numident and 
therefore were not included in the DMF. This missing death information could result in 
erroneous payments by other Federal agencies that rely on the DMF to detect unreported 
deaths. The missing death information could also hinder private industry and State and local 
governments' ability to identify and prevent identity fraud. 
 
Missing Death Information Reduces Effectiveness 
SSA receives earnings reports from employers and records valid earnings on the MEF. To 
determine the validity of an earnings report, SSA compares the name and SSN on the earnings 
report to information on the Numident. In addition to verifying the individual's name and SSN, 
SSA reviews the Numident to determine whether the individual is deceased. Generally, when 
the Numident contains a date of death and the year of death is before the year of the reported 
earnings, the earnings are placed in SSA's ESF as an earnings after death (EAD) record.  
 
For any EAD, SSA investigates and attempts to resolve the reported earnings. SSA sends 
notices to employers, employees, and self-employed individuals. If the employer states the 
individual is working for them but does not provide adequate information to resolve the issue, 
SSA sends a notice to the employee requesting that he/she contact SSA to correct the earnings 
information. If SSA can resolve the earnings, it records the wages to the proper SSN. If the 
employer informs SSA the individual is deceased, SSA instructs the employer to refund the 
employee's share of the Social Security taxes to the employee's estate or next of kin.  
 
Conclusions 
SSA did not establish controls to annotate death information on the Numident record of 
numberholders who exceeded maximum reasonable life expectancies and were likely 
deceased. At the time of the review, SSA's Numident included approximately 6.5 million 
numberholders who were born before June 16, 1901 but who did not have death information on 
their record. SSA issued almost all the SSNs to process benefit claims filed by the 
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numberholders or their family members before March 1972 and had previously input dates of 
death on more 1.8 million of these numberholders' payment records but did not record the death 
entries on the Numident.  
 
In addition, thousands of instances of potential identity theft or other fraud involving these SSNs 
were identified. Specifically, approximately $3.1 billion in earnings reported by employers and 
self-employed individuals was identified, using 66,920 SSNs although they were not the actual 
numberholder.  Resolving these discrepancies will improve the accuracy and completeness of 
the DMF and help prevent future misuse of these SSNs.  
 
Recommendations 
The OIG recommended that SSA:  
1. Add death information to the 48,746 "Death Claim" Numident records that did not already 

contain a death entry.  
2. Record dates of death appearing on the MBR to the Numident records of 1.4 million non-

beneficiary numberholders.  
3. Determine whether it can efficiently correct the approximately 5 million remaining records 

identified by the audit.  
4. Review and take appropriate action to resolve discrepancies in cases where multiple 

individuals appeared on the same Numident record, beneficiaries' payment records 
referenced the wrong SSN, or date-of-birth discrepancies existed between the beneficiaries' 
payment and Numident records.  

 
Agency Comments and OIG Response 
SSA agreed with Recommendations 3 and 4. SSA stated that, while it had concerns about the 
resource impact and error risk of correcting very old non-beneficiary records, it would explore 
the legal and technical feasibility, as well as the cost, to establish an automated process to 
update these records. SSA agreed to complete its analysis by the end of FY 2015. SSA also 
stated it would review the 219 cases discussed in Recommendation 4 and take corrective 
action, as appropriate, in accordance with policy.  
 
However, SSA disagreed with Recommendations 1 and 2. SSA stated that updating the 
Numident based on old payment record information would require significant manual analysis 
and development of new automated screening protocols and could result in inaccurate death 
information on the Numident and DMF. SSA stated this data validation for non-beneficiary 
records would detract from other mission-critical work, such as redesigning SSA's death 
processing system. The Agency's comments are included in Appendix B.  
 
The OIG was encouraged by SSA's response to Recommendations 3 and 4, but they were 
equally disappointed with SSA's simultaneous refusal to correct the 1.5 million records in 
Recommendations 1 and 2. In these cases, SSA records already contained the date SSA 
processed a death claim on the deceased individual's record (Recommendation 1) or the 
numberholders' actual month and year of death (Recommendation 2). OIG asked that SSA 
incorporate into the Numident the death information already in its payment records.  
 
SSA generally dismisses these discrepancies by stating that the numberholders do not receive 
payments. However, the 6.5 million records represent a significant void in the DMF. Federal 
benefit-paying entities, the Department of Homeland Security, the Internal Revenue Service, 
State and local government entities, and private industry customers who rely on the accuracy of 
completeness of SSA's death information to detect unreported deaths and prevent fraud are not 
concerned with the deceased individuals' Social Security benefit status. Even though these 
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identities are not being used to receive Social Security benefits, they can be used for other 
improper activities, such as filing for benefits from other Federal agencies or States, opening 
bank accounts, or applying for jobs. 
 
Appendix A 
The OIG reviewed pertinent sections of the Social Security Administration's (SSA) policies and 
procedures as well as other relevant Federal laws and regulations. SSA staff was interviewed 
and identification was made of approximately 6.5 million numberholders whose Numident date 
of birth was before June 16, 1901 (age 112 or older as of June 15, 2013) but whose Numident 
record did not contain a death entry (date of death). Then the following steps were taken;  
• matched the Social Security numbers (SSN) against SSA's Earnings Suspense Files (both 

wages and self-employment);  
• identified numberholders who had either a Master Beneficiary or Supplemental Security 

Record that contained a death entry;  
• identified numberholders with wages posted to the Master Earnings File in at least 1 Tax 

Year from 2008 through 2012;  
• identified numberholders who were in current pay status on either the Master Beneficiary or 

Supplemental Security Record; and  
• matched the SSNs against E-Verify data for Calendar Years 2008 through June 2011.  
• OIG also matched 1,000 randomly selected SSNs against SSA's Death Master File and 

confirmed that none of the SSNs appeared in the Death Master File.  
 
An audit was conducted between November 2013 and September 2014 in Dallas, Texas. It was 
determined that data used for this audit were sufficiently reliable to meet the audit objective. The 
primary entities audited were the Offices of the Deputy Commissioners for Systems and 
Operations. A performance audit was conducted in accordance with generally accepted 
government auditing standards. Those standards required that the audit be planned and 
performed to obtain sufficient, appropriate evidence to provide a reasonable basis for the 
findings and conclusions based on audit objectives. It is believed the evidence obtained 
provides a reasonable basis for the findings and conclusions based on audit objectives. 
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MEMORANDUM  
Date: February 06, 2015 Refer To: S1J-3  
To: Patrick P. O'Carroll, Jr.  
Inspector General  
From: Frank Cristaudo /s/  
Executive Counselor to the Commissioner  
 
Subject: Office of the Inspector General Draft Report, "Numberholders Age 112 or Older Who 
Did Not Have a Death Entry on the Numident" (A-06-14-34030) – INFORMATION  
Thank you for the opportunity to review the draft report. Please see the attached comments.  
 
Comments on the OIG Draft Report 
Thank you for the opportunity to review and comment on this report. Findings and 
recommendations from prior audits helped SSA to improve and update the records with 
accurate dates of death. For example, we:  
• created a management information system to capture death report information;  
• made systems changes to prevent future discrepancies between death data on Social 

Security number (SSN) records (the Numident file) and payment records (Master Beneficiary 
Record (MBR) and the Supplemental Security Record); and  

• conducted a monthly match to identify discrepancies between SSN records and the payment 
records, which was sent to the field offices for resolution.  

 
To date, death information has been corrected for over 200,000 beneficiary records. There are 
several important points which should be emphasized.  
• The cases identified by OIG in this report are not cases where improper payments are being 

made. When a report of death is received, timely action is taken to terminate payment.  
• The highest priority is placed on ensuring the accuracy and integrity of payment files. This 

means first ensuring that program records-the records upon which eligibility and payments 
are based-are as accurate and consistent as possible for current and future beneficiaries. 
Most of the cases identified by the OIG are non-beneficiary records, for which the SSA does 
not have a business reason to expend resources to correct records. Recent efforts to correct 
beneficiary records include: 

o In 2012, a project was implemented to improve consistency of identifying information 
in the records. Before technicians approve a claim the identifying information within 
the records must match. Consistency ensures that when a death report is received, 
the death information is posted to all master records.  

o In 2013, an effort was initiated to place a special termination code of "aged 
termination" for certain beneficiary records who were at least 115 years or older who 
did not have death information in the records.  

• Furthermore, progress continues to be made on the re-design of the Death, Alert, and 
Control and Update System (DACUS). In fiscal year (FY) 2014, the first phase of this death 
redesign initiative was launched, with further enhancements scheduled by the end of FY 
2015. Further investments, beyond FY 2015 in improving the death record-keeping system, 
and correcting possible inaccuracies in existing death records will depend of course upon the 
availability of sufficient agency resources. As SSA has worked to implement these 
improvements to death recordkeeping, the highest priority has been placed on ensuring the 
accuracy and integrity of the payment files, which are the bases for determining eligibility for 
payment of benefits.  
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• There is continued use and expansion of Electronic Death Registration (EDR). This 
streamlined electronic process, which began in 2002, allows States to match the name and 
the SSN of a deceased person before submitting death records. Thus, EDR provides SSA 
with more accurate and timely death reports, and universal implementation could largely 
eliminate errors in the death reporting process. Currently, 37 States and 2 jurisdictions 
participate in EDR. In combination, the increased use of EDR and implementation of the 
death redesign initiative will substantially improve the accuracy of death information in the 
databases prospectively.  

 
The review did not identify program fraud, and there were only three confirmed instances of 
employment fraud in the sample of 6.5 million deceased individuals. Based on the preliminary 
analysis provided, SSA believes correcting records for non-beneficiaries who have a date of 
birth before June 16, 1901 would divert resources from the highest priority, ensuring and 
improving payment accuracy. Therefore, SSA must respectfully disagree with the first two 
recommendations in the report. The recommendations would create a significant manual and 
labor-intensive workload and provide no benefit to the administration of programs.  
 
Recommendation I  
Add death information to the 48,746 "Death Claim" Numident records that did not already 
contain a death entry.  

Response  
SSA disagrees. Death claim payment records were established based on paper processes, prior 
to the establishment of the Numident record. At the time the Numident was established, SSA did 
not have automated processes to update death information from payment records. Updating the 
Numident based on old payment record information could result in inaccurate death information 
on the Numident and DMF. Taking additional action to verify the accuracy of death information 
on death claims would detract from other mission critical work such as redesigning the death 
processing system.  
 
Recommendation 2  
Record dates of death appearing on the MBR to the Numident records of 1.4 million 
nonbeneficiary numberholders.  

Response  
SSA disagrees. Due to the inaccuracies found in these very old records, the SSA would have to 
undertake significant manual analysis and develop new automated screening protocols. 
Significant risk of transferring inaccurate data to the Numident would be incurred. The OIG 
findings noted many of the data errors in these old records. In fact, some of the records 
identified included multiple dates of birth, and SSA would need to complete rigorous data 
validation to ensure that it did not mistakenly add a date of death to the Numident for a living 
person. This expensive data validation effort for non-beneficiary records would divert resources 
away from mission critical work.  
 
Recommendation 3  
Determine whether it can efficiently correct the approximately 5 million remaining records 
identified by the audit.  

Response  
SSA agrees. While the SSA remains concerned about the resource impact and error risk of 
correcting very old non-beneficiary records, it will explore the legal and technical feasibility, as 
well as the cost, to establish an automated process to update these records. SSA will complete 
the analysis by the end of FY 2015.  
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Recommendation 4  
Review and take appropriate action to resolve discrepancies in cases where multiple individuals 
appeared on the same Numident record, beneficiaries' payment records referenced the wrong 
SSN, or date-of-birth discrepancies existed between the beneficiaries' payment and Numident 
records.  

Response  
SSA agrees. The SSA will review the 219 cases identified and take corrective action, as 
appropriate, in accordance with policy. 
 
 
 
SIPP- THE SURVEY OF INCOME AND PROGRAM PARTICIPATION 
 
Introduction 
The Social Security Administration (SSA) produces several statistical publications based on the 
data used to administer the Disability Insurance (DI) and Supplemental Security Income (SSI) 
programs. Although these data are extensive, they do not capture many of the economic and 
demographic characteristics of program participants. To better understand those beneficiary 
populations, SSA matches information from its administrative records with data collected by the 
Census Bureau in the Survey of Income and Program Participation (SIPP) and presents the 
results in notes such as this. 
 
Lengthy periods of postemployment leisure 
for men are a relatively recent phenomenon. 
At the turn of the 20th Century, men 
generally worked as long as they were 
healthy enough to do so. Even as late as 
1950, nearly half of all men 65 or older were 
still in the labor force, compared with only 
one in six today (see Figure 1). By the mid-
1980s, however, the employment rates of 
older men had fallen to near the current 
levels. From 1993 to 1997, the participation 
rate of men ages 65 to 69 increased by 3 
percentage points to 28.4 percent, and 
those of men ages 55 to 59 and 60 to 64 
increased by smaller amounts. It is too soon 
to tell whether those increases resulted from 
the recent overall strength of the labor 
market or from more fundamental factors. 

 

Figure 1 
 

 
 

 
Researchers have linked the early-retirement phenomenon to the growth in the nation's overall 
affluence.31

                                            
31 See Dora L. Costa, The Evolution of Retirement (Chicago: University of Chicago Press, 1998). 

 Social Security, pensions, and private savings have enabled workers to look 
forward to a time when they could afford to live without working and without being financially 
dependent on their children. Whole industries have developed to cater to the needs and desires 
of a retired population. Researchers have also tried to determine the degree to which the 
structure of pensions and the Social Security program encourages workers to retire and the 
extent to which workers respond to such encouragement. In particular, a number of studies 
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have shown that defined benefit pension plans- in which workers become eligible for a pension 
when they reach a certain age and have been with their employer a specified number of years- 
often provide an incentive for workers to retire as soon as they become eligible. For example, 
under the Civil Service Retirement System (the pension plan for most federal workers who 
joined the civil service before 1983), a 55-year-old with 30 years of federal service becomes 
eligible for an inflation-indexed monthly pension equal to 56 percent of his or her recent monthly 
earnings. Once they are eligible, workers might view their new situation as one in which their net 
pay is cut in half: they could continue working for, say, $50,000 or not work and get $28,000. 
Even if they recognize that continuing to work will increase their subsequent pension, they may 
well conclude that the increase would not be enough to make it worthwhile. Alternatively, they 
could leave federal employment, collect the pension, and work elsewhere. The civil service 
pension is based on a worker's average earnings in the highest three years, typically the most 
recent three-year period. Workers with 30 years of service are eligible for 56 percent of that 
average pay. Each additional year of service will add 2 percentage points. If workers expect that 
their earnings growth will match the inflation rate, then an additional year of service will add only 
3.6 percent (2 ÷ 56) to their monthly pension. That amount might seem too little to warrant giving 
up one year of the pension.  
 
Similarly, researchers have found that various aspects of the Social Security program may have 
contributed to the decline in labor force participation among older men (beyond simply making 
retirement more affordable).32

There is little doubt that the earliest age of eligibility for Social Security retirement benefits plays 
an important role in many people's decisions about when to withdraw from the labor force. The 
marked decline in the labor force participation rates of men, and to a lesser extent of women, at 
age 62 (as shown in Figure 1) suggests that many people do leave the labor force as soon as 
they become eligible for benefits. In 1997, for example, about 64 percent of 61-year-old men 
were in the labor force, but just 53 percent of 62-year-old men were. Similarly, for women the 
participation rates at 61 and 62 were 46 percent and 40 percent, respectively. Those drops are 
larger than the declines in participation at earlier ages. Researchers have shown that the 
likelihood of retiring at age 62 was not especially high before benefits became available at that 
age. Moreover, they have found similar patterns in other countries that have different eligibility 

 Many workers may view the gains in their future monthly Social 
Security benefits from working longer to be inadequate compensation for delaying those 
benefits. For some workers- such as those with below-average life expectancy- that view may 
be correct. For others, that view may be incorrect. But they may not understand the implications 
of their decision to take early benefits on their future well-being. The rules about actuarial 
reductions before the normal retirement age, delayed retirement credits after the NRA, and the 
amounts that beneficiaries may earn without losing their benefits are complicated and have 
changed many times. For example, many people seem to be unaware that the NRA will 
increase from 65 to 67. Also, it is doubtful that very many people understand how amounts 
earned while receiving benefits can increase their subsequent benefits.  
 

                                            
32 That literature is summarized in 1994-1996 Advisory Council on Social Security, "Report of the Technical Panel 
on Trends and Issues in Retirement Saving," pp. 12-27. In an earlier article, Franco Peracchi and Finis Welch 
demonstrate the importance of considering the decline in the labor force participation rates of older men in a 
broader labor market context that encompasses, for example, the reductions in the participation rates of younger 
men as well. See Peracchi and Welch, "Trends in Labor Force Transitions of Older Men and Women," Journal of 
Labor Economics, vol. 12, no. 2 (1994), pp. 210-242.  
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ages, providing further evidence that the age of earliest eligibility for benefits is an important 
factor in many people's retirement decisions.33

The current sample includes 2,589 DI beneficiaries and 2,162 SSI recipients—a slight reduction 
from the sample size for the previous update (2,644 DI beneficiaries and 2,207 SSI recipients 
from waves 7 and 8 of the 2008 SIPP, covering September–December 2010). About three-
quarters of the wave 15 sample members were included in the sample for that update. The 

 
 
Data 
The SIPP is a household survey of the noninstitutionalized resident population of the United 
States. The survey broadly measures the economic situations of households, paying particular 
attention to the role of government transfer and service programs. Within a given SIPP wave, 
each participating household is tracked for several years with interviews conducted at regular 
intervals. In addition to the core questions about income and program participation, each 
interview includes questions from a rotating module on a topic such as marital history or 
education. 
 
The estimates are based on samples of DI beneficiaries and SSI recipients from the public-use 
data file for the 2008 SIPP panel, the same file used in the 2014 note to produce the 2010 
estimates. For ease of comparison, the chart and table numbers in this update correspond with 
those used in the previous edition. However, the definitions of some of the characteristics differ 
from those used in the earlier tables. Those changes were necessary to avoid disclosing 
information about individual sample members. 
 
SIPP data are matched to Social Security administrative records based on the respondent's 
validated Social Security number. For individuals with valid numbers, the administrative records 
were used to determine whether they received DI benefits or SSI payments and, if so, the 
amounts received. For sample members without available matching administrative records, self-
reported values from the SIPP were used. Individuals were identified as DI beneficiaries and 
SSI recipients if they received a payment in the final month of the4-month SIPP reference 
period.  Consistent with the 2014 edition of this note, SSI receipt is only defined in terms of 
federally administered payments; that is, SSI state supplements are not included in the 
definition. In tabulations of SSI recipients' Medicaid coverage, the SIPP Medicaid variable is 
recode to reflect the automatic Medicaid coverage of SSI recipients in certain states under 
Section 1634 of the Social Security Act. 
 
The analysis is based on follow-up interviews of members of a sample initially chosen to be 
representative of the 2008 noninstitutionalized population. data used is collected from four 
rotation groups in wave 15 of the 2008 SIPP panel, covering January through July 2013. The 
first rotation group was interviewed in May and provided information for January through April. 
The second, third, and fourth groups were respectively interviewed in June, July, and August, 
and likewise provided information for the preceding 4 months. 
 
The data used for those 4-month reference periods to measure income, poverty, and SSI and DI 
benefit amounts. All other demographic characteristics are based on SIPP data for the fourth 
month of the reference period (that is, April, May, June, or July, depending on the rotation 
group). 
 

                                            
33 That evidence is summarized in Jonathan Gruber and David Wise, Social Security Programs and Retirement 
Around the World, Working Paper No. 6134 (Cambridge, Mass.: National Bureau of Economic Research, August 
1997).  
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causes of this attrition were not fully assessed, but some of it is presumably due to individuals 
aging out of DI eligibility and becoming retired-worker beneficiaries instead. Additionally, some 
individuals will have died over the course of the survey panel. Other individuals will have newly 
entered the study population after experiencing recent health or financial shocks. It cannot 
determine whether or to what extent these changes in the sample affect its representativeness 
of the full population of noninstitutionalized program participants.  
 
The SIPP results are weighted using Social Security administrative data on the total number of 
DI beneficiaries and SSI participants. Because SSA data include institutionalized beneficiaries 
and SIPP results include only the noninstitutionalized population, the SSA program totals were 
adjusted by the estimated percentages of DI beneficiaries and SSI participants residing in 
institutions.  
 
Discussion of the Estimates 
This section highlights selected estimates from the tables and charts and notes key changes 
from the 2010 estimates. Tables 1–7 present the estimates for DI beneficiaries; Tables 8–14 
[not included in this work due to space considerations] present the estimates for SSI recipients. 
Changes to the presentation since the last update, both affecting DI beneficiaries, consist of the 
addition of two personal-income categories in Table 1 and a new table showing a measure of 
income adequacy if disabled-worker benefits were to be reduced by 19 percent (Table 6B). A 19 
percent reduction corresponds with the expected DI Trust Fund shortfall should no legislative 
change occur by late 2016.  
 
DI Beneficiaries 
DI beneficiaries in this sample comprise disabled workers, disabled widow(er)s, and disabled 
adult children. Because 91 percent of the beneficiaries in this sample were disabled workers, 
the tables present information separately for that subgroup, although those results are not 
discussed in the text. For convenience and consistency with other publications, all these groups 
are referred to as DI beneficiaries regardless of whether their benefit is paid from the Disability 
Insurance or the Old-Age and Survivors Insurance Trust Fund, as long as their eligibility is 
based on disability.  
 
Although DI beneficiaries are eligible for Medicare, coverage does not begin until 24 months 
after the first month of benefit receipt. In 2013, 64 percent of DI beneficiaries reported Medicare 
coverage (alone or in combination with other coverage), 45 percent reported Medicaid 
coverage, 31 percent reported private health insurance, and 7 percent reported having no health 
insurance (Chart 1). About 27 percent of beneficiaries held joint Medicare and Medicaid 
coverage and 20 percent had only Medicare coverage (Table 1). Many of those who reported 
Medicaid coverage were likely to be among the 21 percent of disabled beneficiaries who also 
received SSI payments. Other forms of income included earnings (received by 11 percent of DI 
beneficiaries), property income from all assets (received by 26 percent), and other public 
assistance (received by 32 percent). The percentage of DI beneficiaries receiving property 
income and income from unspecified other sources declined from 2010 levels by 4 and 6 
percentage points, respectively. 
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Chart 1 
DI beneficiaries, by type of health insurance coverage, 2013 (in percent) 

 
SOURCE: Social Security administrative records matched to 2008 SIPP wave 15. 
NOTES: Individuals may have more than one type of coverage. 
Data are for the month preceding the SIPP interview date. Interviews took place May–August 2013. 
 

Table 1 
Number and percentage distribution of DI beneficiaries, by selected demographic 
characteristics, 2013 

Characteristic 

Number Percent 

All disabled 
beneficiaries 

Disabled 
workers 

All disabled 
beneficiaries 

Disabled 
workers 

All beneficiaries 9,598,885 8,715,938 100.0 100.0 

Sex 
 

Men 4,779,924 4,254,310 49.8 48.8 

Women 4,818,960 4,461,628 50.2 51.2 

Race 
 

White 6,795,287 6,140,020 70.8 70.4 

Black 2,274,234 2,085,064 23.7 23.9 

Other 529,363 490,854 5.5 5.6 

Ethnicity 
 

Hispanic 1,173,708 1,067,237 12.2 12.2 

Non-Hispanic 8,425,176 7,648,701 87.8 87.8 

Marital status 
 

Married 3,602,493 3,558,592 37.5 40.8 

Widowed 876,822 775,100 9.1 8.9 

Divorced or separated 2,466,140 2,365,288 25.7 27.1 

Never married 2,653,430 2,016,958 27.6 23.1 

Years of education 
 

0–11 1,288,561 1,001,673 13.4 11.5 

12 3,876,112 3,389,083 40.4 38.9 

13–15 2,832,188 2,760,305 29.5 31.7 

16 or more 1,602,024 1,564,877 16.7 18.0 

Health insurance 
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Table 1 
Number and percentage distribution of DI beneficiaries, by selected demographic 
characteristics, 2013 

Characteristic 

Number Percent 

All disabled 
beneficiaries 

Disabled 
workers 

All disabled 
beneficiaries 

Disabled 
workers 

Medicaid only 1,354,586 1,218,982 14.1 14.0 

Medicare only 1,947,339 1,805,151 20.3 20.7 

Private only 1,202,911 1,160,292 12.5 13.3 

Medicaid and Medicare 2,580,971 2,136,450 26.9 24.5 

Medicaid and private 210,030 194,983 2.2 2.2 

Medicare and private 1,403,460 1,363,858 14.6 15.6 

Medicaid, Medicare, and private 186,261 160,149 1.9 1.8 

None 713,325 676,073 7.4 7.8 

Source of income a 
 

Public assistance 
 

Supplemental Security Income 1,979,617 1,542,018 20.6 17.7 

Other b 3,075,370 2,741,197 32.0 31.5 

Earnings 1,098,938 922,627 11.4 10.6 

Property income 2,531,605 2,403,754 26.4 27.6 

Other income 2,187,715 2,096,757 22.8 24.1 

Veteran status 
 

Veteran 961,286 956,584 10.0 11.0 

Nonveteran 8,637,598 7,759,353 90.0 89.0 

Total 4-month personal income c ($) 
 

Less than 1,500 79,486 71,192 0.8 0.8 

1,500–1,999 84,079 44,382 0.9 0.5 

2,000–2,499 112,402 103,092 1.2 1.2 

2,500–2,999 1,095,296 904,437 11.4 10.4 

3,000–3,499 880,511 757,795 9.2 8.7 

3,500–3,999 1,248,727 1,136,336 13.0 13.0 

4,000–4,499 782,871 743,597 8.2 8.5 

4,500–4,999 765,040 660,764 8.0 7.6 

5,000–7,499 2,282,291 2,088,268 23.8 24.0 

7,500–9,999 887,684 861,728 9.2 9.9 

10,000 or more 1,380,497 1,344,347 14.4 15.4 

SOURCE: Social Security administrative records matched to 2008 SIPP wave 15 (2013). 

NOTES: "DI beneficiaries" includes disabled workers, disabled widow(er)s, and disabled adult 
children but excludes nondisabled individuals receiving DI benefits as dependents of disabled 
workers. 
Unless otherwise noted, data are for the month preceding the SIPP interview date. Interviews took 
place May–August 2013. 
Totals do not necessarily equal the sum of rounded components. 

a. Individuals may be counted in more than one category. 

b. Other public assistance includes state SSI, Temporary Assistance for Needy Families, General 
Assistance, Women Infant and Children benefits, food stamps, food assistance, clothing assistance, 
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Table 1 
Number and percentage distribution of DI beneficiaries, by selected demographic 
characteristics, 2013 

Characteristic 

Number Percent 

All disabled 
beneficiaries 

Disabled 
workers 

All disabled 
beneficiaries 

Disabled 
workers 

short-term assistance, transportation assistance, and other welfare. 

c. Data are for the 4-month period ending with the month preceding the SIPP interview date. 

 
About half of DI beneficiaries had 4-month personal income between $2,500 and $4,999, almost 
a quarter had income between $5,000 and $7,499, and nearly another quarter had income of 
$7,500 or more. DI benefits were an important income source, constituting at least 75 percent of 
personal income for 3 out of 5 DI beneficiaries (Table 2). A higher percentage of beneficiaries 
relied on DI benefits for 100 percent of their income in 2013 (36 percent) than did so in 2010 (31 
percent). 
 
Table 2 
DI beneficiaries, by percentage of personal income attributable to Social Security benefits and 
selected demographic characteristics, 2013 

Characteristic Number Percent 

Percentage distribution 

Total 

Less than 
50% of 
income 

50–74% 
of 
income 

75–99% 
of 
income 100% of income 

  All disabled beneficiaries 

Total 9,598,885 100.0 100.0 19.2 21.0 23.4 36.4 

Sex 
 

Men 4,779,924 49.8 100.0 23.0 17.4 23.3 36.3 

Women 4,818,960 50.2 100.0 15.4 24.6 23.5 36.5 

Age 
 

Under 40 1,316,779 13.7 100.0 29.8 18.2 22.6 29.5 

40–49 1,566,894 16.3 100.0 14.1 19.2 25.3 41.4 

50–59 3,598,579 37.5 100.0 17.7 17.2 23.6 41.5 

60 or older 3,116,633 32.5 100.0 18.9 27.6 22.5 30.9 

Race 
 

White 6,795,287 70.8 100.0 19.8 16.7 24.3 39.2 

Black 2,274,234 23.7 100.0 16.6 33.1 20.3 30.0 

Other 529,363 5.5 100.0 22.7 24.4 23.8 29.1 

Ethnicity 
 

Hispanic 1,173,708 12.2 100.0 20.1 15.6 23.4 40.9 

Non-Hispanic 8,425,176 87.8 100.0 19.1 21.8 23.4 35.8 

Marital status 
 

Married 3,602,493 37.5 100.0 17.8 16.3 24.8 41.1 

Widowed 876,822 9.1 100.0 13.8 54.0 10.7 21.4 

Divorced or 2,466,140 25.7 100.0 18.6 19.7 25.1 36.7 
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Table 2 
DI beneficiaries, by percentage of personal income attributable to Social Security benefits and 
selected demographic characteristics, 2013 

Characteristic Number Percent 

Percentage distribution 

Total 

Less than 
50% of 
income 

50–74% 
of 
income 

75–99% 
of 
income 100% of income 

separated 

Never married 2,653,430 27.6 100.0 23.4 17.8 24.0 34.8 

Years of education 
 

0–11 1,288,561 13.4 100.0 21.9 17.7 16.9 43.5 

12 3,876,112 40.4 100.0 17.4 20.4 24.3 37.9 

13–15 2,832,188 29.5 100.0 18.3 25.6 21.8 34.3 

16 or more 1,602,024 16.7 100.0 23.0 17.1 29.1 30.7 

Living arrangement 
 

Lives alone 2,577,497 26.9 100.0 18.4 22.3 25.5 33.8 

Lives with 
relatives 6,461,845 67.3 100.0 18.9 21.3 22.4 37.3 

Lives only with 
nonrelatives 559,543 5.8 100.0 25.8 11.9 24.4 37.9 

  Disabled workers 

Total 8,715,938 90.8 100.0 18.3 20.9 23.4 37.4 

Sex 
 

Men 4,254,310 44.3 100.0 21.5 17.1 23.2 38.2 

Women 4,461,628 46.5 100.0 15.3 24.6 23.6 36.5 

Age 
 

Under 40 986,652 10.3 100.0 29.7 18.9 21.1 30.3 

40–49 1,457,750 15.2 100.0 14.5 18.4 24.9 42.2 

50–59 3,451,230 36.0 100.0 16.9 17.3 24.0 41.8 

60 or older 2,820,306 29.4 100.0 18.0 27.4 22.7 31.9 

Race 
 

White 6,140,020 64.0 100.0 19.0 16.7 24.0 40.3 

Black 2,085,064 21.7 100.0 15.3 32.8 21.6 30.4 

Other 490,854 5.1 100.0 22.2 24.0 23.2 30.6 

Ethnicity 
 

Hispanic 1,067,237 11.1 100.0 18.7 16.0 21.4 43.9 

Non-Hispanic 7,648,701 79.7 100.0 18.3 21.6 23.7 36.4 

Marital status 
 

Married 3,558,592 37.1 100.0 17.7 16.3 24.7 41.3 

Widowed 775,100 8.1 100.0 12.8 58.0 9.7 19.5 

Divorced or 
separated 2,365,288 24.6 100.0 18.1 19.5 24.8 37.5 

Never married 2,016,958 21.0 100.0 21.8 16.5 24.5 37.1 
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Table 2 
DI beneficiaries, by percentage of personal income attributable to Social Security benefits and 
selected demographic characteristics, 2013 

Characteristic Number Percent 

Percentage distribution 

Total 

Less than 
50% of 
income 

50–74% 
of 
income 

75–99% 
of 
income 100% of income 

Years of education 
 

0–11 1,001,673 10.4 100.0 19.1 13.8 18.0 49.1 

12 3,389,083 35.3 100.0 16.6 20.6 23.6 39.2 

13–15 2,760,305 28.8 100.0 17.7 26.1 21.6 34.6 

16 or more 1,564,877 16.3 100.0 22.7 17.1 29.5 30.7 

Living arrangement 
 

Lives alone 2,237,701 23.3 100.0 17.0 21.3 26.1 35.7 

Lives with 
relatives 5,992,117 62.4 100.0 18.2 21.6 22.3 37.9 

Lives only with 
nonrelatives 486,120 5.1 100.0 26.2 11.4 24.3 38.0 

SOURCE: Social Security administrative records matched to 2008 SIPP wave 15 (2013). 

NOTES: "DI beneficiaries" includes disabled workers, disabled widow(er)s, and disabled adult children but 
excludes nondisabled individuals receiving DI benefits as dependents of disabled workers. 
Personal income is calculated for the 4-month period ending with the month preceding the SIPP interview 
date. All other data are for the month preceding the interview date. Interviews took place May-August 2013. 
Totals do not necessarily equal the sum of rounded components. 

 
Nearly half of DI beneficiaries had 4-month family income of less than $10,000 and more than 
half owned their own home (Table 3). About 34 percent of DI beneficiary households relied on 
food assistance through the Supplemental Nutrition Assistance Program (SNAP, formerly known 
as food stamps). Table 4 shows that the two largest sources of family income for DI 
beneficiaries were their Social Security benefits (58 percent) and earnings (24 percent). 
 
Table 3 
Number and percentage distribution of DI beneficiaries, by household and family 
characteristics, 2013  

Characteristic 

Number Percent 

All disabled 
beneficiaries 

Disabled 
workers 

All disabled 
beneficiaries 

Disabled 
workers 

All beneficiaries 9,598,885 8,715,938 100.0 100.0 

Household type 
 

Family 
 

Married couple 3,929,566 3,719,743 40.9 42.7 

Male householder 598,133 551,074 6.2 6.3 

Female householder 1,783,126 1,579,737 18.6 18.1 

Nonfamily or group 
quarters 3,288,059 2,865,383 34.3 32.9 

Homeownership status a 
 

Owned 5,275,066 4,931,032 55.0 56.6 

Not owned 
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Table 3 
Number and percentage distribution of DI beneficiaries, by household and family 
characteristics, 2013  

Characteristic 

Number Percent 

All disabled 
beneficiaries 

Disabled 
workers 

All disabled 
beneficiaries 

Disabled 
workers 

Public housing 1,092,588 927,902 11.4 10.6 

Other 3,231,231 2,857,004 33.6 32.8 

Household receipt of assistance 
b 

 
Energy 420,332 363,468 4.4 4.2 

Housing 233,026 213,464 2.4 2.4 

Food (SNAP) 3,284,550 2,941,639 34.2 33.8 

Household size 
 

1 2,577,497 2,237,701 26.9 25.7 

2 3,436,428 3,246,834 35.8 37.3 

3–4 2,774,058 2,521,183 28.9 28.9 

5 or more 810,902 710,219 8.4 8.1 

Family size 
 

1 3,364,087 2,927,430 35.0 33.6 

2 2,965,540 2,824,734 30.9 32.4 

3–4 2,559,166 2,325,474 26.7 26.7 

5 or more 710,092 638,300 7.4 7.3 

Children younger than age 18 in 
family 

 
None 7,694,194 6,939,672 80.2 79.6 

1 1,058,490 989,507 11.0 11.4 

2 556,407 522,673 5.8 6.0 

3 192,392 173,466 2.0 2.0 

4 or more 97,401 90,620 1.0 1.0 

Social Security c beneficiaries in 
household 

 
1 6,271,863 5,722,668 65.3 65.7 

2 2,309,735 2,105,438 24.1 24.2 

3 or more 1,017,286 887,831 10.6 10.2 

Total 4-month household 
income d ($) 

 
Less than 2,500 59,218 40,399 0.6 0.5 

2,500–4,999 1,789,712 1,522,532 18.6 17.5 

5,000–7,499 1,212,449 1,091,450 12.6 12.5 

7,500–9,999 987,332 894,979 10.3 10.3 

10,000–14,999 1,540,818 1,420,456 16.1 16.3 

15,000–19,999 1,670,967 1,579,828 17.4 18.1 

20,000 or more 2,338,389 2,166,294 24.4 24.9 
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Table 3 
Number and percentage distribution of DI beneficiaries, by household and family 
characteristics, 2013  

Characteristic 

Number Percent 

All disabled 
beneficiaries 

Disabled 
workers 

All disabled 
beneficiaries 

Disabled 
workers 

Total 4-month family income d 
($) 

 
Less than 2,500 77,389 57,130 0.8 0.7 

2,500–4,999 2,113,602 1,794,942 22.0 20.6 

5,000–7,499 1,400,545 1,257,761 14.6 14.4 

7,500–9,999 951,365 870,493 9.9 10.0 

10,000–14,999 1,404,177 1,311,405 14.6 15.0 

15,000–19,999 1,588,132 1,502,045 16.5 17.2 

20,000 or more 2,063,675 1,922,162 21.5 22.1 

SOURCE: Social Security administrative records matched to 2008 SIPP wave 15 (2013). 

NOTES: "DI beneficiaries" includes disabled workers, disabled widow(er)s, and disabled adult 
children but excludes nondisabled individuals receiving DI benefits as dependents of disabled 
workers. 
A "family" is two or more persons related by birth, marriage, or adoption and residing together. A 
"household" includes related family members and any unrelated persons, such as lodgers, foster 
children, wards, or employees, who share the housing unit. A household may comprise a person 
living alone in a housing unit or a group of unrelated persons sharing a housing unit as partners. 
Unless otherwise noted, data are for the month preceding the SIPP interview month. Interviews 
took place May–August 2013. 
Totals do not necessarily equal the sum of rounded components. 

a. Refers to ownership by any member of the household, not necessarily the beneficiary. 

b. Individuals may be counted in more than one category. 

c. Includes disability, old-age, and survivors benefits. 

d. Data are for the 4-month period ending with the month preceding the SIPP interview date. 

 
Table 4 
Percentage distribution of family income of DI beneficiaries, by income source and selected demographic 
characteristics, 2013 

Characteristic Total 

Social 
Security 
a 

Public assistance 

Earnings 
Property 
income Other SSI Other 

  All disabled beneficiaries 

Total 100.0 58.3 4.9 1.3 24.3 0.4 10.8 

Sex 
 

Men 100.0 60.1 4.4 1.1 22.3 0.3 11.8 

Women 100.0 56.4 5.4 1.5 26.3 0.6 9.8 

Age 
 

Younger than 40 100.0 52.5 8.4 1.7 27.6 0.1 9.7 

40–49 100.0 59.8 6.3 1.6 24.5 0.2 7.6 

50–59 100.0 60.6 3.5 1.2 23.3 0.5 10.9 

60 or older 100.0 57.3 4.3 1.0 24.0 0.7 12.7 
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Table 4 
Percentage distribution of family income of DI beneficiaries, by income source and selected demographic 
characteristics, 2013 

Characteristic Total 

Social 
Security 
a 

Public assistance 

Earnings 
Property 
income Other SSI Other 

Race 
 

White 100.0 58.4 3.9 1.1 24.4 0.6 11.6 

Black 100.0 58.6 7.9 1.8 24.2 0.1 7.4 

Other 100.0 55.3 4.0 1.1 24.0 0.6 15.0 

Ethnicity 
 

Hispanic 100.0 58.1 6.5 1.5 25.0 0.4 8.5 

Non-Hispanic 100.0 58.3 4.7 1.2 24.2 0.5 11.1 

Marital status 
 

Married 100.0 45.4 2.1 0.5 37.6 0.7 13.7 

Widowed 100.0 49.9 6.2 1.5 34.2 0.2 8.0 

Divorced or separated 100.0 72.3 5.9 1.8 9.6 0.3 10.1 

Never married 100.0 65.5 7.3 1.8 16.6 0.3 8.5 

Years of education 
 

0–11 100.0 63.1 9.8 1.7 19.9 0.1 5.4 

12 100.0 58.5 4.7 1.4 25.0 0.4 10.0 

13–15 100.0 57.4 4.9 1.2 24.5 0.4 11.6 

16 or more 100.0 55.6 1.5 0.8 26.1 1.0 15.0 

Living arrangement 
 

Lives alone 100.0 77.9 6.1 1.9 4.5 0.3 9.3 

Lives with relatives 100.0 48.9 4.2 1.0 33.6 0.5 11.8 

Lives only with 
nonrelatives 100.0 76.2 7.0 1.5 8.4 0.4 6.5 

  Disabled workers 

Total 100.0 58.1 4.2 1.2 24.8 0.5 11.2 

Sex 
 

Men 100.0 60.7 3.4 1.0 22.2 0.3 12.4 

Women 100.0 55.7 5.0 1.5 27.4 0.6 9.8 

Age 
 

Younger than 40 100.0 51.8 7.2 1.8 28.7 0.1 10.4 

40–49 100.0 60.4 6.3 1.5 23.8 0.2 7.8 

50–59 100.0 60.6 3.2 1.1 23.8 0.5 10.8 

60 or older 100.0 56.1 3.2 1.0 25.3 0.7 13.7 

Race 
 

White 100.0 58.3 3.1 1.0 25.0 0.6 12.0 

Black 100.0 58.3 7.4 1.9 24.6 0.1 7.7 

Other 100.0 54.8 4.1 1.0 24.2 0.6 15.3 
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Table 4 
Percentage distribution of family income of DI beneficiaries, by income source and selected demographic 
characteristics, 2013 

Characteristic Total 

Social 
Security 
a 

Public assistance 

Earnings 
Property 
income Other SSI Other 

Ethnicity 
 

Hispanic 100.0 58.8 5.6 1.4 24.9 0.4 8.9 

Non-Hispanic 100.0 58.0 4.0 1.2 24.8 0.5 11.5 

Marital status 
 

Married 100.0 45.4 2.1 0.5 37.5 0.7 13.8 

Widowed 100.0 46.8 6.0 1.5 38.2 0.1 7.4 

Divorced or separated 100.0 72.6 4.9 1.8 10.0 0.3 10.4 

Never married 100.0 67.9 6.3 1.9 14.7 0.3 8.9 

Years of education 
 

0–11 100.0 63.8 7.9 1.7 20.8 0.1 5.7 

12 100.0 58.1 3.8 1.4 25.9 0.4 10.4 

13–15 100.0 57.5 4.9 1.1 24.3 0.4 11.8 

16 or more 100.0 55.7 1.5 0.8 25.9 0.9 15.2 

Living arrangement 
 

Lives alone 100.0 78.9 4.6 1.9 4.1 0.4 10.1 

Lives with relatives 100.0 48.9 3.9 1.0 33.9 0.5 11.8 

Lives only with 
nonrelatives 100.0 76.1 6.0 1.5 8.5 0.4 7.5 

SOURCE: Social Security administrative records matched to 2008 SIPP wave 15 (2013). 

NOTES: "DI beneficiaries" includes disabled workers, disabled widow(er)s, and disabled adult children but 
excludes nondisabled individuals receiving DI benefits as dependents of disabled workers. 
A "family" is two or more persons related by birth, marriage, or adoption and residing together. 
Family income is for the 4-month period ending with the month preceding the SIPP interview date. All other data 
are for the month preceding the interview date. Interviews took place May–August 2013. 

a. Includes disability, old-age, and survivor benefits. 

 
Although 29 percent of DI beneficiaries had family income at or above 300 percent of the 
poverty threshold, nearly 20 percent were in poverty (Table 5). DI beneficiaries were more likely 
to have family income below the poverty threshold if they were women, younger than 40, black, 
divorced or separated, or never married. The proportions of DI beneficiaries with family income 
above 300 percent of the poverty threshold differed widely by educational attainment. Only 11 
percent of those with fewer than 12 years of education had family income above 300 percent of 
the threshold, compared with 43 percent of those with 16 years or more of education (Chart 2). 
 
Table 5 
Percentage distribution of DI beneficiaries, by poverty status and selected demographic 
characteristics, 2013 

Characteristic Total 

Family income relative to poverty threshold 

Less 
than 
100% 

100–
124% 

125–
149% 

150–
199% 

200–
299% 300% or more 
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Table 5 
Percentage distribution of DI beneficiaries, by poverty status and selected demographic 
characteristics, 2013 

Characteristic Total 

Family income relative to poverty threshold 

Less 
than 
100% 

100–
124% 

125–
149% 

150–
199% 

200–
299% 300% or more 

  All disabled beneficiaries 

Total 9,598,885 19.7 9.8 8.3 14.0 19.1 29.1 

Sex 
 

Men 4,779,924 16.6 10.5 9.2 15.0 19.0 29.7 

Women 4,818,960 22.7 9.2 7.4 12.9 19.1 28.6 

Age 
 

Under 40 1,316,779 24.4 9.7 11.6 15.9 19.8 18.6 

40–49 1,566,894 21.6 12.7 10.0 13.0 18.6 24.0 

50–59 3,598,579 18.3 11.5 8.4 15.4 17.1 29.2 

60 or older 3,116,633 18.3 6.5 6.0 11.9 21.1 36.1 

Race 
 

White 6,795,287 16.9 10.2 8.5 14.1 19.3 31.0 

Black 2,274,234 28.3 8.7 7.7 13.7 18.4 23.3 

Other 529,363 18.5 10.4 8.6 13.6 18.4 30.6 

Ethnicity 
 

Hispanic 1,173,708 21.9 5.8 9.9 21.6 19.7 21.1 

Non-Hispanic 8,425,176 19.4 10.4 8.1 12.9 19.0 30.3 

Marital status 
 

Married 3,602,493 8.2 4.9 5.3 13.0 24.3 44.3 

Widowed 876,822 14.0 8.7 8.1 9.1 25.4 34.8 

Divorced or 
separated 2,466,140 32.0 11.7 9.9 16.5 12.4 17.6 

Never 
married 2,653,430 25.7 15.2 11.0 14.6 16.0 17.5 

Years of 
education 

 
0–11 1,288,561 31.6 13.8 12.1 17.6 13.9 10.9 

12 3,876,112 21.8 9.9 8.3 12.3 23.2 24.5 

13–15 2,832,188 15.9 9.9 8.5 14.7 15.0 36.1 

16 or more 1,602,024 11.7 6.3 5.0 13.9 20.4 42.7 

  Disabled workers 

Total 8,715,938 18.5 9.7 8.0 13.9 19.3 30.7 

Sex 
 

Men 4,254,310 15.4 10.5 8.8 14.8 19.2 31.3 

Women 4,461,628 21.4 8.9 7.1 13.1 19.3 30.2 
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Table 5 
Percentage distribution of DI beneficiaries, by poverty status and selected demographic 
characteristics, 2013 

Characteristic Total 

Family income relative to poverty threshold 

Less 
than 
100% 

100–
124% 

125–
149% 

150–
199% 

200–
299% 300% or more 

Age 
 

Under 40 986,652 25.7 7.9 11.7 16.9 18.8 19.1 

40–49 1,457,750 22.5 13.3 9.8 12.8 17.7 23.8 

50–59 3,451,230 18.2 11.3 7.7 15.9 17.2 29.7 

60 or older 2,820,306 14.3 6.4 6.0 11.0 22.7 39.6 

Race 
 

White 6,140,020 15.5 9.8 8.0 14.4 19.4 33.0 

Black 2,085,064 27.3 9.0 7.8 12.4 19.6 24.0 

Other 490,854 18.9 11.2 8.5 13.4 16.6 31.5 

Ethnicity 
 

Hispanic 1,067,237 19.8 6.4 10.0 22.0 19.5 22.4 

Non-Hispanic 7,648,701 18.3 10.1 7.7 12.8 19.2 31.9 

Marital status 
 

Married 3,558,592 8.2 4.8 5.4 12.9 24.4 44.3 

Widowed 775,100 8.9 8.5 6.7 9.0 27.4 39.3 

Divorced or 
separated 2,365,288 30.0 12.0 9.7 17.0 12.9 18.3 

Never 
married 2,016,958 26.8 15.8 10.9 13.9 14.6 18.1 

Years of 
education 

 
0–11 1,001,673 28.5 14.9 13.7 16.1 13.4 13.5 

12 3,389,083 20.9 9.3 7.5 12.3 24.2 25.9 

13–15 2,760,305 15.8 10.1 8.1 15.0 15.1 35.9 

16 or more 1,564,877 11.7 6.3 5.1 14.2 19.7 43.0 

SOURCE: Social Security administrative records matched to 2008 SIPP wave 15 (2013). 

NOTES: "DI beneficiaries" includes disabled workers, disabled widow(er)s, and disabled adult children but 
excludes nondisabled individuals receiving DI benefits as dependents of disabled workers. 
A "family" is two or more persons related by birth, marriage, or adoption and residing together. 
Family income is for the 4-month period ending with the month preceding the SIPP interview date. All 
other data are for the month preceding the interview date. Interviews took place May–August 2013. 
Totals do not necessarily equal the sum of rounded components. 
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Chart 2 
DI beneficiaries with family incomes at selected percentages of the poverty threshold, by 
years of education, 2013 (in percent) 

 
SOURCE: Social Security administrative records matched to 2008 SIPP wave 15. 
NOTES: A "family" is two or more persons residing together who are related by birth, marriage, or adoption. 
Data are for the 4-month period ending with the month preceding the SIPP interview date. Interviews took place May–August 
2013. 
 
As part of the social safety net, DI benefits help keep some individuals out of poverty. If DI 
benefits were removed from their income, half of disabled beneficiaries would have been in 
poverty in 2013 based on their family income level (Table 6A). With benefits included in family 
income, only 19 percent of disabled workers had income below the poverty threshold. If the DI 
Trust Fund were depleted and disabled-worker benefits were reduced by 19 percent, the 
poverty rate for disabled workers would rise from 19 percent to 26 percent (Table 6B). Receiving 
DI benefits reduced the aggregate poverty gap, or the aggregate difference between family 
income and the poverty threshold for those below the threshold, by 85 percent (Table 7). 
Beneficiaries' economic behavior would likely change if they did not receive disability benefits or 
received reduced benefits; thus, hypothetical estimates that simply exclude or reduce DI 
benefits do not fully capture the economic situation beneficiaries and their families would 
experience in the absence of the program or in the face of reduced benefits. Rather, these 
estimates represent how the program contributes to the reduction in poverty under existing 
patterns of behavior. 
 
Table 6A 
Percentage distribution of DI beneficiaries, by poverty status with and without DI benefits, 
2013 

Family income minus DI 
benefits as a percentage 
of poverty threshold 

Total 
Actual family income (including DI benefits) 
as a percentage of poverty threshold 

Number Percent Total 

Less 
than 
100% 

100–
149% 150% or more 

All disabled 
beneficiaries 9,598,885 100.0 100.0 19.7 18.1 62.2 

Less than 100% 4,843,395 50.5 100.0 39.0 34.2 26.8 

100–149% 877,336 9.1 100.0 . . . 9.7 90.3 

150% or more 3,878,153 40.4 100.0 . . . . . . 100.0 

Disabled workers 8,715,938 100.0 100.0 18.5 17.6 63.9 

Less than 100% 4,278,042 49.1 100.0 37.7 34.2 28.2 

100–149% 811,426 9.3 100.0 . . . 9.1 90.9 

150% or more 3,626,470 41.6 100.0 . . . . . . 100.0 

https://www.socialsecurity.gov/policy/docs/rsnotes/rsn2015-02-text.html�


 180 

Table 6A 
Percentage distribution of DI beneficiaries, by poverty status with and without DI benefits, 
2013 

Family income minus DI 
benefits as a percentage 
of poverty threshold 

Total 
Actual family income (including DI benefits) 
as a percentage of poverty threshold 

Number Percent Total 

Less 
than 
100% 

100–
149% 150% or more 

SOURCE: Social Security administrative records matched to 2008 SIPP wave 15 (2013). 

NOTES: "DI beneficiaries" includes disabled workers, disabled widow(er)s, and disabled adult 
children but excludes nondisabled individuals receiving DI benefits as dependents of disabled 
workers. 
A "family" is two or more persons related by birth, marriage, or adoption and residing together. 
Family income is calculated for the 4-month period ending with the month preceding the SIPP 
interview date. Interviews took place May-August 2013. 
Totals do not necessarily equal the sum of rounded components. 
. . . = not applicable. 

 
Table 6B 
Percentage distribution of disabled-worker beneficiaries, by family 
income relative to the poverty threshold with full DI benefits and with a 19 
percent reduction in disabled-worker benefits, 2013 

Percentage of poverty threshold 

Family 
income 
minus 19% 
of disabled-
worker 
benefits a 

Actual family income 
(including full DI benefits) 

Disabled workers 100.0 100.0 

Less than 100% 25.5 18.5 

100–149% 16.9 17.6 

150–199% 11.6 13.9 

200–249% 8.6 9.4 

250% or more 37.4 40.6 

SOURCE: Social Security administrative records matched to 2008 SIPP wave 
15 (2013). 

NOTES: A 19 percent reduction simulates the effect of DI Trust Fund 
depletion, which is projected for 2016 in the absence of prior Congressional 
action. 
A "family" is two or more persons related by birth, marriage, or adoption and 
residing together. 
Family income is calculated for the 4-month period ending with the month 
preceding the SIPP interview date. Interviews took place May-August 2013. 
Totals do not necessarily equal the sum of rounded components. 

a. All disabled-worker benefits in the family are reduced by 19 percent. 

Table 7 
Poverty gap with and without DI benefits for families with DI beneficiaries, by selected 
demographic characteristics, 2013  

Characteristic 

Aggregate poverty gap (thousands of 
dollars) 

Reduction in poverty 
gap (%) 

If DI benefits were 
excluded With DI benefits 

Total 16,418,211 2,418,115 85.3 

Sex 
 

Male 8,208,011 1,055,341 87.1 
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Table 7 
Poverty gap with and without DI benefits for families with DI beneficiaries, by selected 
demographic characteristics, 2013  

Characteristic 

Aggregate poverty gap (thousands of 
dollars) 

Reduction in poverty 
gap (%) 

If DI benefits were 
excluded With DI benefits 

Female 8,210,199 1,362,775 83.4 

Age 
 

Under 40 2,287,327 561,097 75.5 

40–49 2,910,684 519,205 82.2 

50–59 6,621,265 794,582 88.0 

60 or older 4,598,936 543,232 88.2 

Race 
 

White 11,269,626 1,437,493 87.2 

Black 4,308,843 840,864 80.5 

Other 839,741 139,759 83.4 

Ethnicity 
 

Hispanic 2,085,143 466,762 77.6 

Non-Hispanic 14,333,067 1,951,353 86.4 

SOURCE: Social Security administrative records matched to 2008 SIPP wave 15 (2013). 

NOTES: "DI beneficiaries" includes disabled workers, disabled widow(er)s, and disabled adult children 
but excludes nondisabled individuals receiving DI benefits as dependents of disabled workers. 
"Poverty gap" refers to the difference between family income and the poverty threshold for a family in 
poverty. Aggregate poverty gap is the sum of individual poverty gaps for all families with DI 
beneficiaries. 
A "family" is two or more persons related by birth, marriage, or adoption and residing together. 
Family income and poverty threshold data are calculated for the 4-month period ending with the 
month preceding the SIPP interview date. All other data are for the month preceding the interview 
date. Interviews took place May-August 2013. 
Totals do not necessarily equal the sum of rounded components. 
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 SECTION 6 CONCLUSION 
 
Bait and switch on Social Security 
 
It wasn't created as 'insurance,' but now everybody thinks it is  
BY PHILLIP J. LONGMAN  
 
Social Security assessment advocates have always been scrupulously attentive to questions of 
rhetoric. Since passage of the Social Security Act in 1935, use of terms such as "insurance," 
"trust fund," and "earned benefit" has suggested a system in which what you get out is a return 
on what you paid in, unlike a "welfare program."  
 
Early Social Security advocates likened the program to retirement insurance, in part because 
doing so offered a way to oppose demands by the elderly for broader benefits. During the Great 
Depression, millions of impoverished seniors, led by the charismatic Francis Townsend, 
organized groups in every congressional district demanding that the government give everyone 
65 and over the then-princely sum of $200 per month. The best way to counteract this 
movement, Franklin Roosevelt and other New Dealers concluded, was to adopt a rival program 
under which only people who "contributed" earmarked taxes during their working years would 
qualify for pensions. "If we do not get a contributory system started," warned Social Security 
advocate Edwin E. Witte, "we are in for free pensions for everybody."  
 
Roosevelt also predicted correctly that defining a particular tax as an individual's Social Security 
"contribution" would secure the program's political future, by instilling a sense of entitlement. 
When a visitor to the White House once complained to Roosevelt about the burden Social 
Security payroll taxes would impose on low-income workers, FDR famously responded: "Those 
taxes were never a problem of economics. They are politics all the way through. . . . With those 
taxes in there no damn politician can ever scrap my Social Security program."  
 
Because Social Security did nothing for those born too early to have "paid into" the system, it 
was deeply unpopular with seniors for years after its passage. Even as late as the 1950s, the 
majority of Americans 65 and over did not receive Social Security, and many seniors' groups 
pushed for a system financed by general tax revenues.  
But Social Security advocates had to be careful about pushing the insurance analogy too far. 
Many feared that if the program were viewed literally as "insurance"--with future Congresses 
contractually bound to pay benefits enacted by previous ones--the Supreme Court would rule it 
unconstitutional. For this reason, the first Social Security cards referred only to the "federal old-
age retirement benefits program." The Roosevelt administration even filed a brief with the 
Supreme Court stating that "the act cannot be said to constitute a plan for compulsory insurance 
within the accepted meaning of the term insurance."  
 
The Supreme Court agreed and upheld Social Security's constitutionality in 1937. With the court 
signed off, Social Security officials soon began unabashedly promoting the program as 
insurance, ignoring the White House's previous court arguments to the contrary. One 1952 
Social Security pamphlet read: "Your card is the symbol of your insurance policy under the 
federal Social Security law."  
 
In 1953, Republican Rep. Carl Curtis made a last stand against the use of such insurance 
terminology. During hearings, Curtis grilled former Social Security Commissioner Arthur 
Altmeyer until he finally admitted that a person paying into Social Security had no contractual 
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right to benefits. But Altmeyer cleverly added that because most Americans believed they had 
such contractual rights, Congress would never dare oppose them.  
 
History has so far proved both men right. The Supreme Court continues to rule that Americans 
have no contractual right to Social Security. And since the government has always spent the 
money it collects in payroll taxes as it comes in, no one gets a real "return" on his or her 
"investment" in Social Security. But just as Altmeyer predicted, the use of insurance terminology 
has created its own political logic. Only now, as an aging population undermines the system, 
has a broad movement begun to re-examine what Social Security really is, and what it should 
be.  
 
Social Contract 
Social Security has never been and is not now a contract. This is illustrated in excerpts from the 
following Congressional hearing:  
Hearings before a subcommittee of the House Ways and Means Committee entitled "The Legal 
Status of OASI Benefits," on November 27, 1953 (Part 6).  
The witness at the hearing was Dr. Arthur J. Altmeyer, who held several offices in the Roosevelt 
administration. He was a member of the first Social Security Board, and by 1946 became the 
Social Security Commissioner, retiring in 1953. During this hearing, various parties stated that 
social security was not a contract:  
At page 918:  
"Mr. Altmeyer: ... There is no individual contract between the beneficiary and the Government.  
"Mr. Dingell: Congress knew that, did it not?  
"Mr. Altmeyer: Yes, of course. I am sure it did.  
.....  
"Chairman Curtis: The individual .... has no contract? Is that your position?  
"Mr. Altmeyer: That is right.  
"Chairman Curtis: And he has no insurance contract?  
"Mr. Altmeyer: That is right."  
At page 937:  
"Chairman Curtis: We came to an agreement on one of our major premises, that this was no 
insurance contract, and the words did not come from me. They were volunteered by Mr. 
Altmeyer."  
At page 968:  
"Mr. Winn: ... Mr. Altmeyer, there being no contractual obligation between the Government and 
the worker, it follows, does it not, that the benefit payments under title II of the Social Security 
Act are merely statutory benefits which Congress may withdraw or alter at any time?"  
At page 969:  
"Mr. Winn (reading): 'These are gratuities, not based on contract.... Moreover, the act creates no 
contractual obligation with respect to the payment of benefits. This Court has pointed out the 
difference between insurance which creates vested rights, and pensions and other gratuities, 
involving no contractual obligations, in Lynch v. United States, (292 U.S. 571, 576-577)."  
At page 994:  
"Mr. Altmeyer: I have answered your question, sir. If you will refer to section 1101, you will find, 
as you read into the record, that there are no vested rights, that Congress may create different 
rights..."  
At page 996:  
"Mr. Winn: We have also established that there is no insurance contract between the 
Government and the worker within a covered wage whereby the rights and obligations of a party 
are set; that is correct, is it not?  
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Mr. Altmeyer: No. You did not establish that. That has been self-evident since the law was 
passed in 1935."  
At pages 1013-14 (the Chair's concluding remarks):  
"Chairman Curtis: Mr. Altmeyer, it is apparent that the people of the country have no insurance 
contract. That does not mean that I do not want to do my full part to do justice to them and to 
carry out and make good on the moral commitment that has been made to them. Yet, 
notwithstanding the fact that they had no insurance contract, it remains true that the agency 
under your direction repeatedly in public statements, by pamphlets, radio addresses, and by 
other means, told the people of the country that they had insurance. I think a number of people 
were misled by that." 
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