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FACT SHEET C:  Generic Social Security provisions Impact on Individuals with Disabilities

Provision




Impact on People with Disabilities

	1.  Reduce the OASDI COLA by up to 1/3 percent for beneficiaries newly eligible in 2001 and later.
	COLA cut applies to all categories of people with disabilities. Would most affect those with disabilities at a young age because they remain on the rolls for longer periods.

	2.  Reduce the OASDI COLA by 1% point.


	COLA cut applies to all categories of people with disabilities. Would most affect those with disabilities at a young age  because they remain on the rolls for longer periods.

	3.   Reduce the PIA (primary insurance amount) formula by 30 % by 2065 for all OASI benefits but not DI benefits or benefits for young survivors if worker dies before 62.
	Those with disabilities paid from OASI would get lower benefits. These include: 

Disabled child of deceased or retired worker (when too young to qualify as DAC)

Disabled Adult Child paid as survivor of worker or dependent of retired worker

Disabled widow of worker without disabilities

A surviving child or widow, disabled or not, if the worker dies at 62 or older would have their benefits reduced. 

	4.  Greater reductions in benefits for early retirement than in current law. Eliminate the hiatus in the currently scheduled increase in NRA.  Increase early retirement factors and delayed retirement credits. Currently for 36 months between 62 and 65 receive a 20/36 reduction this would be increased to 30/36.
	All auxiliary beneficiaries paid on the worker’s record would be affected by these reductions if the worker retires early.  This would include disabled adult children and widows with disabilities.

	5.  Increase benefit computation period from 35 to 38 years for calculation of all OASI benefits, but not DI benefits.  
	Several categories unprotected, all receiving from OASI:

Disabled child of deceased or retired worker (when too young to qualify as DAC)

Disabled Adult Child paid as survivor of worker or dependent of retired worker

Disabled widow of worker if worker dies after 62.

A surviving child or widow, disabled or not, if the worker dies at 62 or older .  


	6.  Increase benefit computation period up to 5 additional years for individuals newly eligible to receive OASI benefits (by one additional year in 02,04,06,08 and 10).  Keep years the same for lower earner of two-earner couple.  Phase in inclusion of income in the numerator as include increased years in the denominator of the AIME.  
	Three categories unprotected, all receiving from OASI:

Disabled child of deceased or retired worker (when too young to qualify as DAC)

Disabled Adult Child paid as survivor of  worker or dependent of retired worker.

Disabled widow of worker without disabilities. 

	7.  Use 40 years rather than 35 years as basis for formula but keep 35 for lower earner of 2-earner couple. (Does not affect DI benefits).  


	Disabled child of deceased or retired worker (when too young to qualify as DAC)

Disabled Adult Child paid as survivor of worker or dependent of retired worker.

 Disabled widow of worker if worker dies after 62.

A surviving child or widow, disabled or not, if the worker dies at 62 or older .  

	8.  Create new minimum Primary Insurance Amount (PIA) tied to poverty. Beginning in 2006 establish new PIA for newly eligible beneficiaries with quarters of coverage equal to twice their number of elapsed years (reduced for any years on DI).  Fully phased in by 2010, and equal to the applicable poverty level for newly eligible beneficiaries with quarters of coverage equal to four times their number of elapsed years (reduced for any year of DI entitlement).
	Minimum benefit could have a positive impact on some individuals with disabilities.  An analysis comparing this with SSI would be informative. 

Disabled worker, disabled surviving child, disabled widow and disabled adult child could all be helped to extent might keep them from living below the poverty line. 

	9.  Reduce the PIA to reflect increased life expectancy for retired worker beneficiaries newly eligible after 2011.  This would not apply to DI beneficiaries but would proportionally apply when such beneficiaries convert to OASI when reaching “normal retirement age”.  The “proportion” would be the time period that the person is not disabled out of the 40-year base. For example, if disabled for 10 years then life expectancy benefit reduction would be applied at a rate of 75%. 


	A disabled worker converting to OASI benefits at NRA would be “proportionately” adversely affected. The changes at NRA would also affect the benefits of any auxiliary beneficiary paid on the worker’s record  -- spouse, child (including disabled spouse or child though these are not ss benefit categories, per se.)

DAC paid on the record of a retired worker or a retired worker who dies after age 62 would be adversely affected.

Disabled widow paid on record of worker (spouse) who dies after 62 would be adversely affected

	10.  Establish a new bend point equal to 196% of the first bend point of current law. New factors would be 90%, 70%, 20%, and 10% for those newly eligible in 2015 and later. The current bend points are 90%, 32%, and 15%.  The change would begin in 2006 for new eligibles with bend points of 90,32,32 and 15.  Beginning in 2006, the second formula factor would be increased each year by 3.8, the third formula factor would decrease each year by 1.2 and the fourth factor decrease by .5 until 2015. Applies to all benefits. This progressive benefit formula change helps lower income individuals. There are other reductions to the PIA for retirees and survivors.  Considering all of these changes to the formula (discussed further below), example: in 2020, a lower income retiree would get a 4% increase (minimum benefit) but an average earner would receive a 19% decrease and a high earner would receive a 25% decrease. 
	All of the following would be affected (lower earners helped/higher earners hurt): 

Retired workers and all auxiliaries;

Survivors of deceased workers, including Disabled Adult Child, 

Disabled widow, and 

Disabled surviving child. 

Disabled Workers and all auxiliaries.

	11.   Reduce 32 and 15 percent PIA factors over 2012-2030. Factors for those newly eligible after 2029 are 19.8% and 9.3% respectively.  Does not apply to DI benefits and only a proportion of this reduction would apply at conversion to retirement benefits paid from OASI.  “Proportion” would be the time period that the person is not disabled out of the 40-year base. Ex., if disabled for 10 years, life expectancy ben.  reduction would be applied at rate of 75%.
	All of the following paid from OASI would be affected: 

Disabled Adult Child, 

Disabled widow, and 

Disabled surviving child.

Previously disabled workers who are converted to retirement benefits at NRA would be proportionately affected, as would auxiliaries. 

	12.   Reduce all 3 PIA formula factors over 2031-2060. Each year reduce them by 1.5 percent (multiply by .985 each year). Does not apply to DI benefits and only a proportion of this reduction would apply at conversion to retirement benefits paid from OASI. The “proportion” would be the time period that the person is not disabled out of the 40-year base. Ex., if disabled for 10 years then life expectancy benefit reduction would be applied at a rate of 75%.
	All of the following paid from OASI would be affected: 

Disabled Adult Child, 

Disabled widow, and 

Disabled surviving child.

Previously disabled workers who are converted to retirement benefits at NRA would be proportionately affected, as would auxiliaries.




	13. Individual Account Mechanism: Create IA’s by diverting up to 3% of the first $10,000 of taxable earnings and 2 percent of taxable earnings above $10,000 (dollar amounts indexed to wages).  An individual can add $5000 of their own money to their account.  

No access to individual account until early retirement age unless Monthly Benefit Amount plus annuity equals 1/12th of 185% of poverty.
	Disabled workers would have no access to their individual account until the monthly benefit amount (MBA) plus annuity would equal 1/12th of 185% of poverty. The minimum benefit (#5) could help this category if very low income.

If a disabled worker could access Individual Account, the Disabled Adult Child might or might not have access to the parents’ account.

Would have to look at any other provisions in legislation to ascertain if those provisions reduce the OASDI benefits. 

	14. IA Mechanism: Create a voluntary Individual Account plan – the employee and the employer would pay one percentage point each.   (This would be in addition to FICA  not a diversion of FICA.)  
	No impact on traditional program.

	15. IA Mechanism: Divert 2% pts of FICA to Individual Accounts with a recapture feature that would reduce OASI benefits.  No access until age 62 unless accumulation would generate total benefit equal to 1/12th of poverty when added to OASDI benefit.

Recapture Feature: Assume (i.e., pretend) deposits accrued in account have earned interest at same rate as Social Security trust funds, and compute a “pretend” (hypothetical) annuity.   Recapture actual Social Security benefit based on the hypothetical annuity amount. Account’s true interest rate could be higher or lower, so actual annuity could be higher or lower than “recaptured” amount.


	If the market does less well than the Treasury is paying the trust funds,  recapturing reduces the total payable below present law. If market does better than Treasury, even with recapture, one is better off. Disabled people receiving auxiliary benefits based on a deceased or retired worker are adversely impacted. (When   recapturing feature applies and reduces the PIA of the worker, this affects all dependents and survivors of that worker.)  Who has access to the account of the worker?  When?  Would annuitization have to be joint and survivor? Slightly lower clawback if joint and survivor. Unlikely, but would dependents have access to the account? 


