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FINANCING OF THE SOCIAL SECURITY PROGRAMS

The ~ocial ~ecizity payroll tax generates funds< to pay the henefits
aid admini-trative costs of three <eparate procrams, These are old ace
and svvivors imstrance (OASD, disability insuranee (DD, and hos-
pitad inswenee or part A of medieare (H1), Althouch the vl
dediction for ~oeial security taxes s Jhown s a ~indle somount on the
cmplovee’s pay stub, o specifie portion of that tax is carmaiked for
each of these thiee programs. The revanues cenerated for cach pro-
cram sie mantained inoa separate trast fund apd ean be nsed only
for thut program,

Over the past few vears, the funding of these social <ec'nity pro-
crams beeame inereasingly inadequate w< o resalt of the cconomie
sitiation coupled with tnanticipated erowth in program co<t~, In the
1977 report of the hoard of trustees of the OASDI trust fands, the
disability insurance fund was projected to be exhausted by the end
of 1979 and the combined OASL and DI funds were expected to be
exhausted by 19520 On the basis of the assumptions used for the 1977
report of the trustees, it was estimated that the HI trust fund would
be exhausted in 19857, Each of these prosrams also faced continuing
deficits on into the future,

As aoresult of the deteriorating finanecial situation of the <ocial
~ccurity cazh benefit progranis, legislation was cnacted in 1977 to
address the problems. The legizlution revized certain benefit provisions
in a manner which resulted in ~some reduction in ontgo, and al~o pro-
Vided for additional income by inercasing both the <ocial seenrity tax
rates and the amount of annual earnings <ubjeet to social security
taxation.

The tables which follow ~how the sitnation which caisted prior to
the enactment of the 1977 amendments and the chanees which resulted
fiom those zmendments,

)



TABLE 1.—-TAX RATES FOR THE SOCIAL SECURITY TRUST FUNDS

{in percent]

Prior law Present law (1977 amendments)

Calendar year OASI 1 DI - OASDI M3 Total  OAsl! DI OASDI ) Total

EMPLOYERS AND EMPLOYEES, EACH

'
¥

1977.... S 4.375 0.575

4.95 0.90 585 4375 0575 4.95 0.90 5.85
1978. . . .. 4.350 .600 4.95 1.10 6.05 4.275 775 5.05 1.00 6.05
1979-80 . .. 4.350 .600 4.95 1.10 6.05 4.330 .750 5.08 1.05 6.13
1981 .. . . ... 4.300 .650 4.95 1.35 6.30 4.525 .825 5.35 1.30 6.65
1982-84 . .. . 4.300 .650 4.95 1.35 6.30 4.575 .825 5.40 1.30 5.70
1985 . : : . 4.300 .650 4.95 1.35 6.30 4.750 .950 5.70 1.35 7.05
1986-89 . . . 4.250 .700 4.95 1.50 6.45 4.750 .950 5.70 1.45 7.15
1990-2010 oo 4.250 .700 4.95 1.50 6.45 5,100 1.100 6.20 1.45 7.65
2011 and later. .. . . . S ... 5.100 .850 5.95 1.50 745 5,100 1.100 6.20 1.45 7.65

SELF-EMPLOYED PERSONS

19727 .. 6.185 0.815 7.0 0.90 79 6.1850 0.8150 7.0 0.90 7.9
1978. S 6.150 .850 7.0 1.10 8.1 6.0100 1.0900 7.1 1.00 8.1
197980 . . ... . 6.150 .850 7.0 1.10 8.1 6.0100 1.0400 7.05 1.05 8.1
1981..... . . . S ... 6.080 920 7.0 1.35 8.35 6.7625 1.2375 8.00 1.30 9.3
1982-84 .. . AU ... 6.080 .920 7.0 1.35 8.35 6.8125 1.2375 8.05 1.30 9.35
1985. . ...... : : o . 6.080 920 7.0 1.35 8.35 7.1250 1.4250 8.55 1.35 9.90
198689 .. . S ... 6.010 .990 7.0 1.5 8.5 7.1250 1.4250 8.55 1.45 10.00
1990-2010. . . . . . . . .. .. 6010 .990 7.0 1.5 8.5 7.6500 1.6500 9.30 1.45 16.75
2011 and fater. . . .. S oo .. .. 6,000 1.000 7.0 1.5 8.5 7.6500 1.6500 9.30 1.45 10.75
) t OId-age am; SUrvIvaors insurance. o ) o Y Hospital insurance (part A of medtcarc).r o

s Disabihity insurance.
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TABLE 2.—ANNUAL EARNINGS SUBJECT TO
SOCIAL SECURITY TAX

Present law

Under prior (1977

Year law amendments)
1977...... . . $16,500 $16,500
1978 ... .. e o 17,700 17,700
1979.. ... o 118,900 22,900
1980 . .. .. ... . . 120,400 25,900
1981.. _ o 4 121,900 29,700
1982. .. . . 123,400 131,800
1983. .. ... . 124,900 133,900
1984 .. . .. 126,400 136,000
1985. .. ... .. . 127,900 138,100
1986. .. ... .. ... 129,400 140,200
1987 .. .. . 131,200 142,600

t Estimated.

TABLE 3. ANNUAL TAX AT SELECTED EARNINGS LEVELS

[Employer,employee each]

Prior iaw Present law (1977 amendments)

B Maximnum - Maximum

Year $10.000 $15,000 tax $:10,000 $15,000 tax
1977 $585 $878 $965 $585 $878 $965
1978 . 605 908 1,071 605 908 1,071
1979 605 908 '1,143 613 920 1,404
1980. . 605 908 '1,234 613 920 1,588
1981 . . 630 945 '1,380 665 998 1,975
1982 . 630 945 '1,474 670 1,005 12,131

I Estimated.



TABLE 4.—tLSTIMATED OPERATIONS OF THE OASI AND DI TRUST FUNDS, COMBINED, DURING CALENDAR YLARS 1977-87 UNDER
PRESENT AND PRIOR LAW

{Doltar amounts in billions]

bunde at begimning ot
YOar as o percentaar of

Income Outso Netaincrease tn funds Funds atent o vear outeo turing year

Present Present T V'P\P&; "ﬁ;;;n:: Present
taw (1977 law (19/7 law (1977 Lew (1977 law (1977
amend- amend- amend amend amond-
Prior luw ments) Prior law ments) Prior lay ments) Prior low morts) roor law ents)

Calendar year: X
1977.... . .. . $82.1 $82.1 $87.6 $87.6 —$5.5 —$5.5 $35.6 $35.6 47 47
1978 ... .. o 90.7 92.4 97.6 97.2 —7.0 —4.8 2.6 208 36 37
19791 . . o 99.6 106.5 107.4 106.9 -7.8 -4 20.2 30.4 27 29
19801!.. R 108.9 119.1 117.9 117.1 -9.0 2.0 11.8 32.4 18 26
1981t ... .. . 117.4 137.1 128.9 127.4 —11.5 9.6 3 42.0 9 25
19821 ... ... ... 125.2 150.2 140.1 138.3 —14.9 11.9 —14.6 53.9 ) 30
19831 ... ... .. 132.2 161.3 152.0 149.2 —19.2 12.1 —34.8 66.0 @) 36
19841.. .. ... .. 140.7 1729 165.1 161.2 —24.4 11.7 -58.2 77.7 Q] 41
19851, . .. ... ... 148.4 194.2 179.2 174.0 -30.8 20.1 -89.0 a97.9 *) 45
18861 . . o 156.2 209.0 194.4 187.6 —38.1 21.4 —-127.2 119.3 @) 652
1987+ . . . 164.4 223.7 210.5 202.0 —46.1 21.7 —-173.3 141.0 ) 59
i '_Br‘-c:mse itis ostim.ﬂ‘o‘:! that ;twe D1 trrust lﬂnd ;«oulri hore bheren (;x‘t\iw\tﬂfa\i Y Funds exhaustef, o )
n 1979 under prior luw, the tigures for 19/9-37 under prior law are theoreti- Note: The above estiia ites ais hase | an the mlerme hale sot of assump-

< tions shown 1n the 197/ trustecs report,

al,
: Less than 0.5 percent.
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TABLE 5.—ESTIMATED OPLRATIONS OF THE OASI TRUST FUND DURING CALENDAR YEARS 1977-87 UNDER PRESENT AND PRIOR LAW

[Dottar amounts iy bithons)

Funds at beginning of
year as a percentage of

Inceme QOutyo Net increase in funds Funds at end of year outgo during year

Presoent Present Prescent Present Present
taw (1977 law (1977 law (1977 Iaw (1977 law (1977
gimenc. ameid- amend- amend- amend-
Prior law ments) Prior luw ments) Pr.or law ments) P’rior law ments) Prior law ments)

Calender year:
1977..... ...... .. $72.5 $72.5 $75.6 $75.6 -$3.1 -%$3.1 $32.3 $32.3 47 47
1978.. Co 79.8 78.6 84.0 83.6 —4.2 —5.0 28.1 27.3 38 39
1979 .. 87.7 90.8 92.0 91.6 —4.3 —.8 23.8 26.5 31 30
1980 . 96.1 101.5 100.6 100.0 —-4.4 1.5 19.4 28.0 24 26
1881.......... .. ... 102.8 116.0 109.4 108.4 —6.7 7.6 12.7 35.6 18 26
1982..... .. ... 109.7 127.2 118.4 117.4 -8.7 9.7 4.1 45.3 11 30
19831 116.7 136.6 127.0 126.3 -11.2 10.3 -7.2 55.6 3 36
19841, .. .. .. 1239 146.4 138.3 136.0 —14.4 10.5 -21.5 66.1 ) 41
1985, .. ....... .. 131.1 162.0 149.5 146.4 -~18.4 15.7 -39.9 81.7 *) 45
1986¢. ... . ... .. 136.9 174.1 161.4 157.3 =245 16.8 —64.4 98.5 Q) 52
19871, . ... ... 1334 186.3 174.1 168.9 —29.7 17.4 —94.2 115.9 Q) 58
';‘é;;;:e.‘i{ ;estnmn(mi th;t the 6ASI trug‘t 1urﬂ would have been ex- Note: Th(;al)ovt?. t;.strum:nes_me~ b:;s;d onth;ln.t‘e:m:;;:t_e_snt of ass;:n-p-

pr?usled m' 1983 unaer prior law, the tigures tor 1983-87 under prior law are tions shown 1n the 1977 trustees report.
eoretical.
1 Fund exhausted in 1983.



TABLE 6.—ESTIMATED OPERATIONS OF THE DI TRUST FUND DURING CALENDAR YEARS 1977-87 UNDER PRESENT AND PRIOR LAW

[Doitar amounts in billions])

Net increase in funds Funds at end ot year

Funds at beginning of

year as a percentage of

outgo during year

Income
Present
law (1977
amend-
Prior law ments)

Calendar year:

1977.... .. $9.6 $9.6
1978. 10.9 13.8
19791 11.8 15.7
19801 . .. 12.8 17.6
1981 14.6 21.1
19821 15.5 23.0
1983 . .. 16.2 24.7
1984 16.8 26.5
1985 1. 17.3 32.1
1986 1. 19.3 349
19871 ... ... .. 20.0 37.4

. ' Because itis estimated that the DI trust fund would have been exhausted
in 1979 under prior law, the figures tor 1979-87 under prior law are theoret:-

cal.
¢ Fund exhausted in 1979.
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Present

law (1977

amend.

Prior law ments)

$3.3 48 48
3.5 24 24
3.9 3 23
4.4 ) 23
6.5 (O] 23
8.6 ) 31
10.4 ) 38
11.6 ®) 41
16.1 ) 42
20.8 o) 53
25.1 ) 63

Note: The above estimates are bascd on the intermediate set of assump-
tions shown in the 1977 trustees report.



TABLE 7.—ESTIMATED OPERATIONS OF THE HI TRUST FUND, DURING CALENDAR YEARS 1977-87 UNDER PRE: NT AND PRIOR LAW

Calendar year:
1977..... ... ...

| Less than $0.05 billion.

[Oollar amounts in billions]

Funds at beginning of
ye r as a percentage of

Income Outgo Net increase in tunds Funds at end of year outgo during year
Present Present Present Present Pregent
law (1977 law (1977 law (1977 law (1977 law (1977
amend- amend- amend- amend- amend-

Prior law ments) Prior law ments) Prior law ments) Prior law ments) Prior law ments)

$16.1 $16.1 $16.2 $16.2 -$0.1 ~$0.1 $10.5 $10.5 66 66
209 19.2 19.0 19.0 1.9 2 12.4 10.7 55 55
23.4 23.1 22.2 22.2 1.2 9 13.6 11.6 56 48
25.6 25.7 25.7 25.7 —.1 ") 13.4 11.5 53 45
33.2 34.0 29.7 29.7 3.6 4.3 17.0 15.9 45 39
36.2 37.1 339 339 2.3 3.3 19.3 19.1 50 47
38.6 39.7 38.5 38.5 .1 1.2 19.4 20.3 50 50
41.0 42.3 43.7 43.7 —2.6 —-14 16.7 1.0 44 47
43.3 46.3 49.1 49.1 -5.9 -2.8 10.9 16.1 34 39
50.2 62.4 54.9 54.9 —-4.7 —-2.5 6.2 13.6 20 25
53.4 55.8 61.2 61.2 -7.6 —-5.4 -1.4 8.2 10 22

Note: The above est
tions shown in the 19

3

ates are based on the intermediate set of assump-
trustees report.

~N
~
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TABLE 8.—CALENDAR YEARS 1978-83: ADDITIONAL CONTRI-
BUTION INCOME RESULTING FROM 1977 AMENDMENTS

tin billions)

Increase
in OASDI
Increase self-em-
Realloca- intax  ployment
Increase tion of rates tax rates
in contri-  tax rates for em- to 1)
bution and  between ployees times
benefit OASDI ancem- employee
Calendar year base and HI plovers rate Total?
OASDI:
1978 ... ... ... $16 ...l $1.7
1979........ $4.0 1.1 $15 .......... 6.6
1980........ 6.3 1.1 18 .......... 9.2
1981........ 8.0 1.2 8.1 $0.2 17.6
1982........ 88 1.3 10.3 .8 213
Hi 1983........ 94 1.4 11.1 9 229
1978.................. =16 ... ... —-1.6
1979........ 9 =11 .. -2
1980........ 14 =11 .. 2
1981........ 2.1 =12 . 9
1982. .. ..... 24 -13 .. 1.0
1683..... ... 2.5 =14 1.1
OASDHI:
1978 . )
1979........ 49 .. ... ... 15 .......... 6.4
1980........ 76 .......... 13 .......... 9.4
1681........ 10.1 .......... 8.1 2 18.4
1982........ 112 ... 10.3 8 22.4
1983 ..... ... 119 .......... 11.1 9 239

T includes relatively small amounts of additional taxes payable by employers on
employeces’ income from tips and reduction in taxes due to the provision on totaliza-
tion agreements.

: Amount is less than $50,000,000.

Note: The above estimates are based on the intermediate set of assumptions
in the report of the trustees for 1977.
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TABLE 9.—FISCAL YEARS 1973-83: ADDITIONAL CONTRIBU-
TION INCOME RESULTING FROM 1977 AMENDMENTS

[In billions]
Increase
in OASDI
Increase self-em-
Realloca- intax ployment
Increase tion of rates tax rates
in contri- tax rates for em- to 1!;
butionand  between ployees times
benefit OASDi andem- employee
Fiscal year base and Hi ployers rate Total t
OASDI:
1978.................. $1.2 ... ... ... $1.3
1979........ $1.7 1.2 gLy . 4.1
1980........ 5.8 1.1 1.7 ... 8.7
1981........ 7.9 1.2 6.7 $0.2 16.1
1982........ 10.0 14 10.4 8 22.6
" 1983........ 10.7 1.5 11.8 9 249
1978, ... —12 -12
1979........ 4 =12 . -8
1980........ 1.3 =11 ... 2
1981........ 19 =12 .6
1982........ 2.7 =14 ... ...... .......... 1.3
1983........ 29 =15 ... . 13
OASDHI:
1978 . e (g
1979........ 21 ... ) U5 3.
1980...... 7.1 ... 1.7 ... 8.3
1981........ 98 .......... 6.7 2 16.7
1082........ 126 .......... 10.4 8 239
1983........ 135 .......... 118 9 263

! Includes relatively small amounts of additional taxes payable by employers on
employees’ income from tips and reduction in taxes due to the provision on totaliza-
tion agreements.

2 Amount is less than $50,000,000.

Note: Based on assumptions underlying President’s 1979 budget.




TABLE 10.—ESTIMATED AMOUNT OF CHANGES IN OASDI BENEFIT PAYMENTS UNDER 1977 AMENDMENTS, CALENDAR YEARS 1978-83

[tn mullions]

Calendar years—
1978 1979 1980 1981 1982 1983
Total amount of change in benefit payments.... . . .. .. ... ...... —$440 —5492 —$844 -—SI 446 —-$1 696 —$2,577
Benefit structure—nettotal .. . . ... . ... ... ... L T T-70 T -381 =803 —1,473  —2.377
Decoupling and wage-indexing formula (net) .. ... ... ... ......... ... . ... -94 —423 —895 —1,563 —2,466
S-year transition guarantee. ... ...... . .. ... ... L. e 24 79 118 150 180
Frozen minimum benefit . e e -7 -26 -60 -—106
3-percent delayed retirement credit e 15
Changes in retirement test—net total. ... .. ... ... ... ... ..., ' 54 266 359 404_- “-—8‘.95"”— 981
Increases in exemptamount!.. . . 267 491 585 640 709 762
Reduction in exempt age from 720 70 in 1982 .. ... . . . 403 441
Elimination of monthly measure.. ... ..... .. ... ... ... —~213 —-225 -~226 -236 -217 -222

= - PRS- e Y B L e T o L )
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Establish the retirement test exempt amount for beneficiaries aged
65 and over as a measure of substantial gainful activity for blind
disabled workers .

Elimination of retroactive payments of actuarially reduced benefits

Limitation on increases in actuarially reduced benefits

increase in benefits of surviving spouses, resulting from deceasea
workers’ delayed retirement credits

Delayed retirement credits for workers with actuarially reduced
benefits

Reduction in benefits of spouses receiving public rctirement pensions

Eliminate reducticn in widowed spouses benefits due to remarriage
after age 60 .. . . .

Reduction in duration of marriage required for divorced spcuses bene-
tits from 20 years to 10 years. . . e

Increase in special minimum berefits ..

Changes in annual wage reporting provisions .

Authorization to enter into totalization agreernents ¢ .

Higher benefits resulting from increases in wages subject to tax

P Exempt amount increased for heneficiaries aged 6> and over to $4.000
in 11;)87?. $4.500 1n 1979; $5,000 in 1980; $5,500 1n 1981; and $6.000
in

1The estimates represent additional OASDI benefit payments that would
result from implementation ot taotatization aareements atready signed with
italy and West Germany. No agreement can become effective i f either House

1 1 1 2 2

—~339 -536 —-550 —559 —565 —569
—-90 —280 -500 =751 —~948 -~1,157
3 4 5 7 10 13

14 2 24 26 30

—68 —106 —108 -110 -112 —116
130 155 166 178 189

67 g0 86 a2 98

12 14 14 15 16

*) 1 4 9 18 26
" 5 4 4 5 6
") 21 62 161 281

ot Congress disapproves the agreement within 90 days after it 1s submitted
tu Congress,
1 Less than $500,000.

Note: A positive figure represents aduditional benetfit payments, and a
nejgative tigure represants a reduction in benehit payments,

4
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TABLE 11.—CHANGES IN THE ACTUARIAL BALANCE OF THE OASDI SYSTEM
OVER THE LONG-RANGE PERIOD (1977-2051) UNDER THE SOCIAL SECURITY
ACT AS AMENDED THROUGH PUBLIC LAW 95-216

{As percent of taxebie payroli)

Item OASI DI QASDI

Under the act prior to amencments in Public Law

95-216:
Long-range expenditures.......................... 15.51 3.68 19.19
Long-range taxrate.. ...... ..................... 9.45 1.55 10.99
Long-range actuarial balance......... e -6.06 -2.14 -8.20
Effects of 1977 amendments:

Decoupling ... .. ... ... 9.63 2.32 11.85
New (wage- mdexed) benefit formula.. ... ... . ... -591 -124 -7.16
Frozen minimum at the December 1978 level.. .. .07 .02 .08
Changes in the special minimum .. .. ... .. ... 0 0 0
Reduction in spouses benefits for =~ ;ernment

PENSIONS ... .. ... e .C4 0 .04
Changes in the retirementtest... ... .. .. ... -.11 0 -.11
3-percent delayed retirementcredit. .. . ... ... .. =04 ... .. . -.04
Delayed retirement credit for widows .. ..... . ... -01 ....... .. -.01
Remarriage after age 60 of widowed-spouse ben-

eficiaries. ...........ooo i -.01 0 -.01
tlimination of retroactive payments of actuanialiy

reduced benefits...... ... ... .. . .01 0 .01
Change in the method of mcreasmg actuana'ly

reduced benefits.. . . . ... L. 24 0 .24
Changes in SGA for the blind . e e 0 0
Employer tax liabihity on tips deemed to be wages. O 0 0
Correction of coverage regarding limited partner-

SNIBS.. . . . 0 0 0
Tax relief for related corporations. . . 0 0 0
10-year marriage requirement for divorced

beneficiaries . ............ooiei L . 0 0 0
Annual reporting of earnings ... ............... -.01 0 -.01
Changes n the earnings base ... .. . .45 .08 .£4
Change in self-employed tax rate to 150 percent

of empioyee taxrate. ...... . ... . ... N .08 .02 .10
Change in empioyee employer tax scheduile. ... .. .57 .57 1.14
Total effect cf Public Law 95-216 . . . 4.98 1.75 6.74

Under the act as amended through ‘Public Law
95-216:
Long-rarge actuarial balance. . ........ ... .. ... —=1.08 -.38 -—1.46
Long-range taxrate ... ... ... ... .. ... .. 10.01 2.11 12.12
Ltong-raiige expenditures..... ... 11.09 2.49 13.58

Note* [A;wnmhuu. ard taxable payroll are calculated uncer the mtermednte set of
assaptiuns (1lternative .I) whi hare described inthe 1977 Report of the Board of Trustees
ot the Federal Otd-Age and Survivors Insurance and Disability Insurance Trust Fun-s. These
assumptions incorpurate uit.mate annual increases of 544 percentn .verage wages in cov-
ered emiployment and 4 percent in Consumer Price lndex, an ultimate unemplioyment rate
of 5 percent. and an uitim .te totat fertility rate of 2.1 chudren per woman. Taxable payroilis
adjusted tu take into acccunl the jower contnbutnons rates on self-employed income, on tips,
and on muitipte-enpioyer “excess wages' as compared with the combtined employer-
enployee rate,
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TABLE 12.-~-COMPARISON OF THE ESTIMATED EXPENDITURES WITH THE SCHED-
ULED TAX RATES FOR THE OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE
SYSTEM AS AMENCED THROUGH PUBLIC LAW 95-216, CALENDAR YEARS
1977-2055
[In percent of taxabie payroli)

Estimated expenditures

Qid-age and
survivors  Disability
Calendar year insurance insurance Total Tax rate  Diflerence
1977...... . .. .. . 9.39 1.50 10.89 9.90 -0.99
1978 . . . e 9.33 1.53 10.86 10.10 —.76
1979 . . . . 8.80 1.47 10.28 10.16 —-.12
1980 .. ... L 8.63 1.48 10.11 10.16 .05
1981 ... .. L . 8.51 1.49 10.00 10.70 .70
1682... ... . . £.29 1.53 10.11 10.80 .69
1963. ... ... . 8.65 1.57 10.22 10.20 .58
194 . ... 8.71 1.62 10.33 10.80 47
1935 .. .o . 8.79 1.66 10.45 11.40 .95
1926 . e 8.85 1.70 10.56 11.40 .24
1387 8.91 1.74 10.65 11.40 .75
1938 8.81 1.78 10.60 11.40 .80
1389 8.76 1.83 10.59 11.40 .81
1990 8.71 1.87 10.58 12.40 1.82
1991 8.70 1.91 10.61 12.40 1.79
1992. ............. .. .. 8.€9 1.95 10.€4 12.40 1.76
1993 ... .......... 8.68 1.69 10.67 12.40 1.73
1994 .. ... ... ..... 5.68 2.03 10.71 12.40 1.69
1995 . ... 8.68 2.07 10.75 12.40 1.65
1996 .......... ... 8.66 2.12 10.78 12.40 1.62
1997 ... ... .. 8.64 2.18 10.862 12.40 1.58
1968 8.63 2.23 10.¢6 12.40 1.54
1969 ... . 8.63 2.28 10.91 12.40 1.49
2000. 8.63 2.34 10.96 12.40 1.44
2001. 8.64 2.40 11.04 12.40 1.36
2005 8.71 2.64 11.35 12.40 1.05
2010 9.30 2.88 12.17 12.40 .23
2015 . .. . ... 10.45 2.99 13.44 12.40 -1.04
2020 ... ... L. 11.97 3.02 14.99 12.40 -2.59
2025 ... e 13.49 2.91 16.40 12.40 —4.00
2030 ... . . 14.35 2.78 17.13 12.40 —4.73
2035.... . R 14.45 2.70 17.15 12.40 —4.75
2040 ... . . 13.97 2.72 16.63 12.40 —4.29
2045 . . . . 13.50 2.79 16.29 12.40 -3.89
2050 . . e 13.35 2.82 16.18 12.40 -3.78
2055 ... . . . ... 13.41 2.83 16.24 12.40 -3.84
25-year averages:
1977-2001 . o 8.75 1.85 10.60 11.57 .97
2002-2026 ..... . 1059 2.86 13.46 12.40 -1.06
2027-2051. . 13.93 2.77 16.69 12.40 —4.29
75-year average:
1977-2051 ... . ... 11.09 2.43 13.58 12.12 —~1.46

Note: Expenaitures ar.d taxal:ie payroll are calcuiated un<er the intermediate set of as-
sumptions (alternative 11) which ere described in the 1977 Repart of the Beard of Trustees
ot the federal Old-Age and Survivors Insurance and U sat-ity Insurance Trust Funds. Theze
assumplionsiacorporate utunate annual incredses 1 S 4 percent (n 2verage wayes I1n (ov-
ered emmployment and 4 percentin Consumer Price index, an uitirmate unemployment rate of
S percent. and an ui* mate total fert.uty rate of 2.1 ch.ldren per woman. Taxabje payroll s
adjusted to take inty accuunt the tower contribution rates cin self-emplocyment income, cn

tips, and on muitiple-employer “excess wages’ as conip:red with the combined employer-
employee rate.
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Most of the tubles in this document present estimates of the cost of
the ~ocial ~ecurity program (or of proposals to modify the financing of
that program). These estimates are based on a set of ecouomic and
demographic assumptions made by the actuaries who calculate the
e~timates. In the unuual actuarial evaluation of the social security
program by the trustees of the social security trust fund, three sets of
a~~umptions zre adopted, representing a range of possible develop-
ments which could be charaeterized as optimistie, intermediate, and
pe~simi~tic. The intermediate assumptions are generally referred to
and, in fact, underhie mo<t of the tables in this document. Table 13,
below, however, shows the range of e~timates resulting from the three
sets of assumptions used by the trustecs in developing their 1977
reports,

TABLE 13. - LONG-RANGE ESTIMATES OF THE OASDI PROGRAM
UNDER 3 SETS OF ACTUARIAL ASSUMPTIONS

(in percent of taxable payroll]

1977-2001 1977-2051

Expend- Tax Surplus Expend- Tax Surplus

Assumptions itures rate  or deficit  itures rate or deficit

Alternative | 10.30 1157 +41.27 12.66 12.12 -0.54

Alternative | 10.60 11.57 +.97 1358 12,12 -—-1.46
Alternative Il .. 10.95 11.57

+.62 1538 1212 -3.26

ALTERNATIVE FINANCING PROPOSALS

As <hown i table 4, the 1977 Social Security Amendments reversed
the <hort-runve deficit situation of the program under which the
combined ea<h benefit trast funds had bees projected to be exhausted
by the end of 19520 Tnstead, under the new law, the cash benefits
fund reserves reach a low of 25 pereent of 1 vear’s outgo at the hegin-
ning of T9SE and then buld up to 39 percent of a year's outuo by the
start of 19570 As shown in the table, this result arises partly from a
reduction i benefit costs under the new amendments but more
substantially as a result of mereased payvroll tax revenues, (Over the
nest 10 vears, proaram costs decline by a total of $32 billion while
imcome srows by 8282 hillion.)

The ~ub~tantisd inereases in the level of payroll taxes required by the
1977 lewislation have been a canse of concern leading to a number of
proposuls de<igned to lessen the impact of those taxes. In general there
appear to be three approaches which could be used to achieve that
result: (1) Reducing the cost of the ~ocial ~ecurity program; (2) pro-
viding ~some other conree of funding: and ) reducing income taxes to
ofl~et the impact of he mereased ~ocial ~ecurnty taxes,

As of the date this dociment was prepared, a number of propo-als
designed 1o lessen the impact of <octal ~ecurity taxes have been pat
forward. Some of these proposals deal with the social ~security payroll
tayincidence in a general way while others are targeted at <pecifie
eletents <uch as the tax on employers or the tax that arises from in-
creases i rates us compared with prior law or as compared with 1977.
Some of the elements comprising the social security tax for the next 3
vears (1978-S0) ure shown in table 14 below.
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TABLE 14.—SOCIAL SECURITY TAX LIABILITY UNDER PRES.
ENT LAW COMPARED WITH PRIOR LAW AND WITH 1977
TAX LEVELS

{In billions of dollats)

Prior law tax rates

- and— 1977 tax rates and—
Present Prior Present Prior
Present law law law law 1977
Calendar year law base base base base base

1978, total 107.1 107.1 107.0 103.5103.5 101.2

Employees . ...... 510 51.0 51.0 493 493 482
Employers ... 516 516 515 498 498 488
Self-employed .. ... 45 45 45 44 44 43
1979, total . . ... 126.2 1246 1183 1206 114.4 109.2
Employees . . 602 594 564 57.5 545 51.9
Employers. . .... 0.7 599 570 579 551 527
Self-employed .... 5.3 53 49 52 48 45
1930, total . ... 142.4 140.6 132.0 136.0 127.6 118.1
Employees . 680 671 629 649 609 56.1
Employers . . . 685 676 637 653 615 57.2

...... 59 59 54 58 52 4.7

Self-employed

Note: The above estimates are based on the economic assumptions that underlie
the President’s 1379 budget.

NAdwiwistiation tar package. -The President has propo~ed a packaze
involvineg numerous changes in the tax laws (particularly the in-
come tax lawsr which would result in net reductions in revenue
amonnting to ~ome $25 bilhon. In <ubmitting this package to Congress,
the Pre<ident mdicated that one of its objectives was to offset the
ipact of the ~ocial seenrity tax increases. Tables 15 to 18 below are
reprinted from the materials prepared by the administration in con-
nection with its tax propo-uls to show the combined impact of ~ocial
~ecurity and meome taxes i 199 and 19790 The amounts shown
a~ ~octal seeurity taxes (FICA) under “present law” i these tables
are actually 1977 taves and do not relleet the inereases in the tax rate
and tax base i 1978 and 1979 under either present law or the law
as it was in elfect prior to the 1977 amendments. (The nerease in
~octal security taxes which went into effect January 1, 1978 s the
result of the law in effect prior to the 1977 amendments while addi-
tional inereases are provided under the 1977 legilation starting
Janaaey 1, 19790
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TABLE 15.—1978 COMBINED INCOME TAX AND SOCIAL SECURITY (FICA) TAX
BURDENS: 4 PERSON, 1-EARNER FAMILIES

[tn dollars)
Present law tax 1978 progosed tax Change 1n tax
VWage inzome FICA Total Income FICA Total Income FICA Total
income tax} tax 3 tax tax t tax? tax tax tax tax
$5.000...... —300 292 -8 -—300 303 3 0o 11 11
$10,000.. ... 446 585 1,031 192 605 797 =256 20 -234
$15.000..... 1,330 877 2207 1,166 908 2,074 —164 31 —133
$20,000..... 2,180 965 3.145 2,042 1,071 3,113 -138 106 -32
$25,000 .... 3,150 965 4,115 3,025 1,071 4,096 —125 106 -19
$30,000..... 4,232 965 5,197 4,150 1,071 5,221 -—-82 106 24

$40,000..... 6848 965 7.813 6,748 1,071 7819 -100 106 6
$50,000..... 9,950 965 10915 9,855 1,071 10,926 —95 106 11
$100,000.. . 28,880 965 29,845 28,640 1,071 29,711 —240 106 —134

1 Assames deduclible expens~s equal to 23 percent of income.

- Catratate 3 under prior law rate for 1977 (5.85 percent) and prior law Lase for 1977
($16,200), employees® share only.

I Cllcutated under present law rate and base for 1978 (€.05 percont and $17,700), 2m-
plovees’ share only.

tource: Offrce of the Secretiry of the Treasury, Otfice of Tax Analys's.

TABLE 16.—1979 COMBINEQ INCOME TAX AND SOCIAL SECURITY (FICA) TAX
BURDENS: 4 PERSON, 1-EARNER FAMILIES

lin collars)
Precent law tar 1979 propose! tiax Coananin tax
TR incem.e FICA [otal {rconme HICA Totsl inceime FICA  Total
nrvime tixd tux - tax tax 3 tax ¢ Ltan tax tax taX
$5.000 . ... —-300 292 -8 -300 306 6 0 14 14
$10,000... . 446 585 1,031 134 613 747 -312 28 -284

$15000 . . 1,330 877 2,207 1072 919 1991 -253 42 -216
$20.000 . .. 2,180 9C5 3,145 1910 1,226 3,136 -270 261 -9
$25,000 .. 3,150 965 4,115 2,830 1,404 4,234 —320 439 119
$20,000... . 4,232 965 5,197 3910 1,404 5314 —322 439 117
$40,000 ... 68438 965 7.813 6,630 1,404 8,034 -218 439 221
$50,000 .. 9,950 965 10915 9,870 1,404 11,274 —80 439 359
$100,000 28,880 965 29,845 29,470 1,404 20,874 530 439 1,029

Y Astumes de luctible ecpenses equal to I 3 percent of income un.der present law.
- Caleulated un cer prior law rate for 1977 (5.85 percent) and pror law base for 1977
($10.500), enituyees’ share only.
Assumes tecuctit.le expenses eqiial to 20 percent of income under proposal. pJ
SOateclate s wraor present taw rate and base tor 1979 (6.1 percent and $:.,900), em-
floyees stare unly,

R
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TABLE 17.—1978 COMBINED INCO'ME TAX AND SOCIAL SECURITY (FICA) TAX
BURDENS: 4 PERSON, 2-EARNER FAMILIES?

[in doliars)

Present law tax 1978 proposed tax Change in tax
V.aje income FICA Total Income FICA Total Income FICA Total
income tax tax? tax tex s tax ¢ tax tax  tax tax
$5,000.. .. —300 292 -8 -—-300 303 3 0 11 11
$10,000..... 446 585 1,031 192 605 797 —-254 20 -234
$15,000. ... 1,330 877 2,207 1,166 908 2,074 —164 31 —133
$20,000.. ... 2,180 1,170 3,350 2,042 1,210 3,252 -138 40 -98

$25,000 ... 3,150 1463 4,613 3,025 1513 4,533 —-125 50 -75
$30,000. ... 4,232 1,755 5,987 4,150 1815 5965 -—-82 60 -22
$40,000..... 6,848 1,931 8,779 6,748 2,142 8,850 —100 211 111
$50,000 . 9,950 1931 11,381 9,855 2,142 11,997 —95 211 116
$100,000 .. 28,880 1,931 30,811 23,640 2,142 30,752 —240 211 —29

t Agcumes that each spouse earns 50 percent of total family income.
- Assumes destuctiLie erpenses equal 0 23 percent of income.
' Calculated un juer prior Lsw rate for 1977 (5.65 percent) and prior iaw base for 1977
(316,500), employ=es shase only.
sCalctate unaer present law 1ate an ) base for 1978 (6.05 percent ant $17,700), en-
pl.yues’ harc onty.

TABLE 18.—1979 COMBINED INCOME TAX AND SOCIAL SECURITY (FICA) TAX
BURDINS: 4-PERSON, 2-EARNER FAMILIES! :

[in uollers)

Proge vt bow tae 1979 riupovert tae Cangeint ¢

Veayye Income FICA iotalt  lncaorae FICA fotel Income FITA ot
1ncuine tac- tax? Lax tax ¢ tik? tas tax ta tis
$5,000 —-300 292 -8 =300 235 G o 13 14
$10.,000 . 446 535 1,031 134 613 747 —312 28 -284
$15,000 1,330 877 2,207 1072 9i9 1,991 -258 42 -216
$20.000 2,180 1,170 3.350 1910 1,226 3,136 —270 55 =214
$25,000 3,150 1,463 4.613 2330 1, 533 4,363 —320 70 --250
$30.000 . 4,232 1,795 5987 3,910 1,823 5,749 —-322 84 -238
340,000 6,348 1931 8.773 6.630 2,452 9,082 —218 521 303
$50,000 9,950 1,931 11,881 9.870 2, ‘303 12678 —80 877 737
$100,000 28 380 1,931 30.811 23.470 2,303 32,273 593 877 1.467

PASSae s it each spoase watns 17 narcont of tatal fam'y ccome,
Acsumes de Lo tite conenses equal 1 23 percent 0! tn otae unier prosent Lo,
Caloubatad unier prior law cate tor 1977 (5.85 percent) and prior 1ra basa tor 1277
(816, 300 cinplie o es' sngre ooy

CAsLutes e fa ole cog e equab to D Do ont ot inco.ne un for proon. .

SOl st J under jresent taw 11l gl se tor 19/, 13 porent 4at $0 7,330, en-
Plovees” e uny.

v
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S. 2459 (Senator Fagletun).—S. 2459 is one of a number of proposals
which have been introduced to offset the impact of =ocial security
taxes by a reduction in income taxes which is directly based on social
~ecurity tax hability. The hill would allow as a credit against income
taxes an amount equal to 15 percent of the amount paid by an em-
plovee or self-employed person after September 30, 1978 in ~ocial
~ecurity or railroad retirement taxes. The credit would not be refund-
able but would be limited to the amount of the individual’s income
tax Lability. The credit would not apply to the employer portion of
the social ~ecurity tax. The 1979 revenue reduction resulting from this
bill would be approximately $8 to $9 billion.

S. 2501 (Scnator Hathaway and others). S. 2501 would modify
the finuncing of the social security program so that the cost of the
prozram would be puid one-third by emplovees, one-third by their
emplovers and one-third from the general revenues of the United
States. Inorder to provide general revenue funding, the bill would
muke a permanent appropriation to the social security trust funds
equal to 150 pereent (rather than the 100 percent provided under
present law) of the social security taxes collected from employees,
their employers and the self-employed.

The new finaneing provisions would become effective January 1,
1979. The revised schedule of taxes is shown in table 19.

In addition, the bill would increase the social security tax base to
S$100,000 in 1979 with automatie incereases thereafter. The estimated
increases in the tax base for vears after 1979 ure shown in table 20.

Estimates of the reduction in social security payroll taxes which
would result from the enactment of S, 2501, along with the payments
from general revenues that would be appropriated, are shown in
tuble 21.



TABLE 19.—SOCIAL SECURITY TAX RATES UNDER PRESENT LAW AND UNDER S. 2501, EMPLOYEE AND EMPLOYER, EACH

Current law S. 2501
OASI DI OASDI HI Total OASI DI 0ASDI HI Total
Calendar year:

1978 . .. 4.275 0.775 5.050 1.000 6.050 4.275 0.775 5.050 1.000 6.050
1979-80. .. . 4.330 .750 5.080 1.050 6.130 2.700 .500 3.200 .700 3.900
1981 . . 4.525 .825 5.350 1.200 6.650 2.770 .480 3.250 .750 4.000
1982 . S . 4.575 .825 5.400 1.300 6.700 2.770 .480 3.250 .750 4.000
1983-84. 4575 .825 5.400 1.300 6.700 2.745 .505 3.250 .750 4,000
1985 . o 4.750 .950 5.700 1.350 7.050 2.960 .590 3.550 .900 4.450
1986-89 ... e 4.750 .950 5.700 1.450 7.150 2.960 .590 3.550 .900 4.450
1990-2009. . 5.100 1.100 6.200 1.450 7.650 3.100 .900 4.000 .900 4.900
2010 . 5.100 1.100 6.200 1.450 7.650 3.900 .900 4.800 .900 5.700

2011 and later .. . 5.10C 1.100 6.200 1.450 7.650 3.900 .900 4.800 900 5.700

61
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TABLE 20.—SOCIAL SECURITY TAX BASE UNDER PRESENT
LAW AND UNDER S. 2501

Calendar year Present law S. 2501

1977 e $16,500 $16,500
1978 17,700 17,700
1979 22,900 100,000
1980, .. 25,900 108,000
1981 ... 29,700 '116,400
1982. .. 131,800 124,500
1983, '33,900 '132,600
1984 . 136,000 140,400
1985 '38,100 148,500
1986.. ... ... '40,200 '156,900
1987 . 142,600 '165,900

! Estimated—Base increases automatically as wage levels rise.

TABLE 21.—ReDUCTION IN OASDI AND HI TAX CONTRIBUTION INCOME AND
AMOUNT OF GENERAL FUND CONTRIBUTIONS UNDER S. 2501, CALENDAR
YEARS 1579-87 AND FISCAL YEARS 1979-83

{in Giilions]

Re Jutionn tix contribution Amount of general fund

inTome contrbutions 2
QASDI Hi Tt 0ALDL HI Tty
Calendaryear: !
19/9 $:9.7 $5.3 $35.0 $33.3 $7.2 $40.5
1980 . 249 6.2 41.2 40.8 8.8 439.5
1981 445 11.7 56.2 44.8 10.1 549
1982 £0.3 i3.0 63.3 48.1 10.9 58.9
1983 54.1 139 68.1 51.4 11.6 63.0
19584 57.9 149 729 54.8 12.4 67.2
1985 61.3 12.6 739 63.3 15.6 79.0
1986 65.1 16.3 81.4 68.1 16.9 85.1
1937 63.5 17.7 87.2 72.6 18.0 90.7
Fiscal year: 3
ia/9 24.7 4.5 29.2 24.1 5.2 294
1280 . 335 6.0 39.5 40.1 3.6 48.7
11381 42.8 10.5 53.3 45.2 10.1 55.3
1982 L 515 13.4 64.9 50.3 11.4 61.7
1983 ... .. 56.8 14.6 714 54.9 124 67.3

THacn Jan t s mtarmeald Ste 3assampltinesan the 1977 trastees report.
-GS 20T Lravides tor general fun  contnibutions amounting tu 50 percent of payrali tax
contribut.ons tar each trust fund.

Y Base jonthe 1979 budjet assumptions,

!
(
|
|
|
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S. 2503 (Senator Nelzon and others).—S. 2503 would modify the
finuncing of the social security programs ~o that the disability in-
surance program and part A of the ho=pita] insurance program would
be finunced from general revenues. Under the provisions of the bill,
the Congress woulil pass legizlation cach year authorizing the wmount
of money that couid he appropriated for the two programs and
the=c zuthorizations world then zo throngh the regular appropriation
proce=<. The bill states that the authorization for each prozeam would
be for “=tuch stims as may be determined L0 to be necessary to pro-
vide for the prompt payment of the benefits © .o and admini-trative
expenses oL, and to pm\'init' al :ulvqiustv coLlingency 1 ~erve”,

These chanees would be effective for fiseal vewrs which end after
the date of enzctment. (f enactment acenrred prior to September 3o,
197s, authorization and oppropriztions wounld be needed for fseal vear
19749.)

In addition, the bill would revise the schedule of social ~eemrity
tuxes s ~hown in tuble 22,

E~timates of incotne, outgo, aud assets under present law and aider
S.2503 for calendar Years 1479 N0 are ~hown in table 2350 Table 24
Jows the reduction i taxes for calendar years 1979- -7 that would
re<ult from enactment of the bill, The table al-o <hows the e~tituated
additional ceneiad revenue incore that would be needad to maintain
the DI and HI trust funds at their 1979 ratios of sssets to expendditires
(25 pereent for HEand 56 percent for D).
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TABLE 22.—SOCIAL SECURITY TAX RATES UNDER CURRENT
LAW AND UNDER 3. 2503

EMPLOYEE AND EMPLOYER, EACH

{In percent]

Current law

S. 2503,
Calendar year OASI DI OASDI HI Total OASI!
1979and 1980.... 4330 0.750 5.08 1.05 6.13 433
1981......... ... 4525 825 535 130 665 440
1982-84 ... ... .. 4575 825 540 130 6.70 440
1985. ... ....4750 950 570 135 705 440
1986-89... . . .. 4750 950 570 145 7.15 440
1990-2001... ... 5.100 1.100 6.20 1.45 7.65 4.40
2002-10... ... .. 5100 !'.100 620 145 7.65 4.60
2011-20.. . 5.100 1.100 6.20 145 765 540
2021 and later .. 5.100 1.100 620 1.45 7.65 6.80
SELF-EMPLOYMENT TAX
Current law
S. 2503
Year OASI DI OASDI HI Total OASH !
197980 . . 60100 1.0400 7.05 1.05 8.10 6.495
1981 6.7625 12375 800 130 930 6.6
198284 . 68125 12375 805 130 935 6.6
1985. 7.1250 1.4250 855 135 990 6.6
1986 89. 7.1250 1.4250 8.55 145 1000 6.6
1990 2001.. . 7.6500 1.6500 9.30 145 10.75 6.6
2J02-10 . 76500 1.6500 9.30 145 10.75 6.9
2011-20 . 7.6500 1.6500 9.30 1.45 10.75 8.1
2021 and
later. . 7.6500 1.6500 9.30 145 10.75 10.2

! This would be the only payroll tax under S. 2503.
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TABLE 23.—ESTIMATED OPERATIONS OF THE OASI TRUST FUND UNDER PRES-
ENT LAW AND UNDER THE PROGRAM AS MODIFIED BY S. 2503, CALENDAR
YEARS 1977-87

{Amounts in billions]

Net increase in

Income Outgo fund
_Prese«h Present Present
Culendar year law S. 2-03 law S. 2503 taw S. 2503
1977 .. . .. ... ... $725 $725 $756 $756 —%$3.1 -$3.1
1978 e 78.6 78.6 83.6 83.6 -5.0 -5.0
1979 .. ... .. ... . 90.8 S0.8 91.6 91.6 -8 -8
1980 .. ... ... . 1015 1019 1000 100.0 1.5 19
1981. .. ... .. . 1160 1134 1084 1084 7.6 49
1982 . . . 127,20 1222 1174 1174 9.7 4.8
1983 .. .. . ... 1366 1309 1263 1264 10.3 4.5
1984 S . 1464 1400 1360 136.0 10.5 39
1985 . ce 1620 1493 1464 1464 15.7 2.8
1986 .. . .. 1741 159.1 157.3 1574 16.8 1.7
1987 .. .... 1863 1694 1689 169.! 17.4 4
-  hssetsatbeginning of year as a
Assets at end of year percentage of outgo during year
T Present Present
liw S .2503 law S. 2203
1577 $32.3 $32.3 47 47
1978 27.3 27.3 39 39
1979 26.5 26.6 30 30
1980 . 28.0 28.5 26 27
1961 35.6 33.4 26 26
1982 45.3 38.2 30 28
1983 55.6 42.7 36 30
1984 66.1 46.6 41 31
1985 81.7 49.5 45 32
1986 . e 98.5 51.1 52 31
1987.. .. . . ... 1159 51.5 58 30

Note; The above estimates are based Hn the intermediate assumptions in the 1977
truatees report,
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TABLE 24.—REDUCTION IN OASDI AND HI TAX CONTRIBUTION INCOI4E AND
AMOUNT OF GENERAL FUND CONTRIBUTIONS UNDER S. 2503, CALENDAR
YEARS 1979-87 AND FISCAL YEARS 1979-83

[tn Liinons)
Artasunt of cencral fund
Re.ucticnn tax contributicn income contributicns !

Orst D! CASDI i Tctal Dt H! Totat

Calenzar year:®

1679 . . ($0.1) §$14.2 $14.1 %1298 $24.0 $14.1 %209 $35.0
1680 -(.4) 17.2 168 238 406 172 259 43.1
16381 25 206 232 318 550 190 299 49.0
1382 46 224 27.0 347 <Cl.7 209 34.1 55.1
1283 50 240 230 372 66.1 230 389 61.9
1984 .. 53 256 310 239.7 70.7 233 44. €9.4
1985 .. . . . 11.0 321.1 421 439 8€.0 27.7 436 77.4
1666 ... . . 123 336 459 502 96.0 303 553 85.7
1687. .. ... ... 13.1 358 489 538 1027 332 61.7 949
Fiscal year:*
1979 ..... ... 31y 107 106 149 255 106 149 25.5
1880 ........ (.3) 168 165 232 39.7 169 245 41.5
1581 ..... .. 20 203 222 30.7 529 188 285 47.3
1982 ... ... 45 233 278 36.2 64.0 20.7 328 53.4
1983 .......... 54 254 308 395 703 228 373 60.1

1 Amount required to maintain a constant leve! of trust fund assets at end of year 2s a
percentage of outgo during year. At the end of 1978, these nercentages are 25 percent for
tue DI trust tung and 56 percent tor tiie HI trust tund, for the intermediate assumptions in
the 1977 trustecs report.

- Based on the intermediate assuniptions in the 1977 trustees report.

! Amount shown in parentheses represents an increase rather than a red-iction.

¢ Based on the 1979 bucyget assumptions.

Miervative proposal (Senater Nelson).—1In te~timony before the
Senate Budget Committen, Senator Nelson deseribed a propoza! under
which there would be a 3-vear moratorium on the sceral security
finnneing provisions enacted last vear,

Under this proposal, the total OASDHT tax rate and base would be
returned to the levels provided under the law in effect prior to the
enactment of the Social Security Amendments of 1977 (Publie Law
095--216) but the distribution of the taxes between the three programs
(old-ige and survivors insurance, disability insurance, and hospital
imsurance) weuld be changed <o that the payroll tax would provide
suflicient funds to ~upport the cash-benefits programs (old-age, sur-
vivors and disability in<urance). In effect, ho-pital insurance payroll
taxes would be reduced and the difference would be made up by
pavments from general revennes as follows:

Puyments from general recenves

Year: Billions
LT e e 864
TONO et ew a 4
L S 1.3
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The tax rates under prior law, present law and the proposal are
shown in table 23, and the maximum amounts of earnings taxable
under present law and the proposal (which is the law in effect prior to
the enzetment of the 1977 amendments) are shown in table 26. The
effect these changes would have on the soctal ~ecurity trust funds is
shown in tables 27 and 2s.

TABLE 25.—SOCIAL SECURITY TAX RATES UNDER PRESENT AND PRIOR LAW
AND NELSON ALTERNATIVE

[In percent]

Prior law Present law Nelson alternative
Calendar year OASDI Hl Total OASDI H! Total OASDI HI  Total

" mployers and
employees, each:

1977 ........ .. . 495 90 585 495 090 585 495 090 5.85
1978 .. ... ... . 495 110 6.05 5.05 100 6.05 5.05 1.00 6.05
1979... ... .... 495 1,10 6.05 508 1.05 6.13 530 .75 6.05
1980 .. ... .. 495 1.10 6.05 508 1.05 6.13 540 .65 6.05
1981 ... ... ... 495 135 6.30 535 130 6.65 5.75 .55 6.30
1982... ..... .... 495 135 6.30 540 130 6.70 5.40 1.30 6.70
Self-employed
persons:
1977 ............. 700 90 790 7.00 .90 790 7.00 .90 .90
1978 ....... .. .. 700 1.10 8.10 7.10 1.00 8.10 7.10 1.00 8.10
1879... ... .. . 700 1.10 810 705 1.05 8.10 7.35 .75 8.10
1980.............. 700 1.10 8.10 7.05 1.05 8.10 745 .05 8.10
1981........ .. ... 700 135 835 8.00 1.30 9.30 8.65 .55 9'20
1982.............. 7.00 135 8.35 8.05 1.30 9.35 8.05 130 9.35

TABLE 26.- SOCIAL SECURITY TAX BASE UNDER PRESENT
AND PRIOR LAW AND NELSON ALTERNATIVE

Nelson

Calendar year Prior law Present law alternative
1977 ... ... ... $16,500 $16,500 $16,500
1978 ... ... 17,700 17,700 17,700
1979..... .. . .. 118,900 22,900 118,900
1980........ ... ... 120,400 25,900 120,400
1981..... .. ... ....... 121,900 29,700 121,900
1982.......... ... 124,400 131,800 131,800

1 Estimated.
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TABLE 27.—ESTIMATED OPERATIONS OF THE OASI AND DI TRUST FUNDS, COM-
BINED, UNDER PRESENT LAW AND UNDER THE PROGRAMS AS MODIFIED
BY NELSON ALTERNATIVE PROPOSAL, CALENDAR YEARS 1977-81

{in bilhions])

Assets at end of

Income Outgo Net increase in funds year

Present Pro- Present Pro- Present Present Pro-
Calendar years law  posal law posal taw Proposal law po:al
1977 .. $82.1 $82.1 3$876 $876 -—%$55 -$55 $356 $3.6
1978 924 924 972 972 —48 -48 308 30.8
1979 . . . 106.5 106.4 1069 1069 -4 -4 304 30.3
1980 . 119.1 1195 117.1 117.0 2.0 24 324 328
1981 ... 137.1 1378 1274 1273 9.6 10.5 420 43.3

TABLE 28.—ESTIMATED OPERATIONS OF THE HI TRUST FUND UNDER PRESENT
LAW AND UNDER THE PROGRAM AS MODIFIED BY A NELSON ALTERNATIVE
PROPOSAL, CALENDAR YEARS 1977-81

tIn wihions)

Genecral

Netancrease in Assets at end of tund

Income ! Qutgo tund year !} cuntri-

— butive s

Pres. Pres Pres- Pres un ‘er

Caten lar ent Pro et Fro- ent Pro- ent Pro- pro-
years law  pousal law  pusal law  posal law  possl pusal
1977 $16.1 $16.1 $16.2 $i6.2 —3%0.1 —$0.1 $10.5 $10.5 ..
1978 i9.2 19.2 190 19.0 .2 2 107 107 ..
1979 231 232 222 222 9 1.0 116 116 364
1980 25.7 253 257 257 - -5 115 11.2 9.4
1981 . 340 331 29.7 297 4.3 34 159 146 18.3

Cndludes general tund contributions.
Less than $0.05 Lithon,

S 2607 Septor Taskedls, S, 2607 would provide for a tax eredut
equal 1o 10 pereent of the ~ociad security and raclroad retirement tax
Fabelities of employers and <elf-emploved individuals. The ored:t
would be refunduble and. in the cuase of nonprofit organizations und
Staie and local governments. a payment i hen of the tax eredit would
be made. The bl does not provide any eredit against the employee
dare of social ~eenrity tanes. The bill would be wifeetive for taxuble
vears after 1977, The calendar 1979 revense reduction under this bill
would be approxunately $6 bidlion,

S28 0 oSenator Domeniery. - S027041 woald provide for arefundable
tax eredit to employers, employvees, and ~elf-employed persons. The
amonnt of the credit would be equal to the increase in ~ocial security
tax liability over the amount of hability which would have existed if
the ~ocil ~ecurity tax rutes chut not the tax buse) hud been frozen at
llu- 1977 levels (5.55 pereent for employers and employees, each, and

7.9 pereent for self-crployed persons). For calendar vear 1979, this
Inll would result m a revenue reduction of approximately $6 billion.
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S. 2706 (Senator Hatfield of Montana).—"The L S, 2746 would roll
back the present 6.05 percent ~ocizl security tax rate to the 5.55 level
which was in effect in 1977, That 5.85 percent rate would remain in
effect permanently thereafter. The revenues gencrated by the 5.85
pereent tax would, however, be augmented by General Treasury
funds ~o as to provide the ~ame totzl income to the trust funds as
they would recerve under present law. (‘The bill al~o would roll back the
~elf-emplovment tax rate to the 7.9 percent level in effect in 1977 and
make up the difference by general transfer< to the tru-t funds<)) The
hiil does not modify the tax base provisions of present law. Under
S. 2746, which is effective for years after 1977 the following amounts
of general revennes would be substituted for payroll tax revenues:

[T bosions,)

Calondar year: Amount Cylendur year Con, Amount
9T N33 Ny N4
Jusy . 2D 1osg 26
14980 . . . (1 198D . S0
MY 190 TUNG 158
1982 - 231 JUNT . - 449 2

CPhe fiscal year 1979 zeneral revenue Tund tran~fer would he 3.0
|)i”lul|‘)

N 2808 Senator Didey. - S02508 would provide a refundable income
tax credit equald to 20 pereent of employee and <e!f-cinploy ed thut not
cimployeri -ociul <ecurity and ratdroad cetivement taxes effective for
tunable vears after 1977, The bill would re<alt inan e<timated revenue
reduction of approximately 512 hithon i calendar 1979,

SOISE2 cScuaator Danfortle). 50251205 cenerally simdar to X0 28508
exeept that it provides for a 10-pereent rather than a 20-percent eredit
and would be effective for years after 1975, The credit wonld be refund-
able and would apply to employee and ~elf-emploved ‘hut not em-
ployer) ~ocil security and radroad retirement tazes.

O




