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Est imates of  the ef fect  on the OASDI,  HI ,  and SMI programs of
the  r rmeans r r  Les t  p roposed  in  the  t tZe ro  De f i c i t  P1an"  o f  t he
Concord Coal i t ion were descr ibed in  memoranda f rom Goss,
Donkar ,  and McKay on November l -8 ,  1993.  Last  week Pr inc ipa l
Deputy Commiss ioner  Lawrence Thompson reguested est imates for
a modi f ied vers ion of  the ' rmeans ' r  test  that  woul -d bet ter
fo I low the apparent  in tent  o f  Pete Peterson as s tat .ed on page
275 of  h is  book Facinq Up.  Mr.  Peterson states that  "Under  my
a f f l uence  tes t ,  t he  15  pe rcen t  sha re  o f  each  fam i l y ' s  bene f i t s
that  is  not  subject  to  wi thhold ing wi l - l  ensure that  even
today ' s  s i x t y - f i ve -yea r -o1d  re t i r ed  m i l l i ona i re  en joys  a
/ roenan lab le )  3 .5  pe rcen t  t ax - f ree  re tu rn  on  a l l  Soc ia l\  a  v v r e v

Secur i t y  F ICA taxes  he  o r  she  pe rsona l l y  pa id  i n to  the  sys tem.
But  there wi l l  be no windfa l - I .  "  He t .hus suggests that .  the
test  does not ,  and presumably should not ,  reduce benef j - ts
below a fa i r  re turn on contr ibut ions.

fn  fac t ,  t he  ra t i o  o f  (1 )  t he  p resen t  va lue  o f  expec ted  OASDI
benef i ts  to  (2)  the present  va lue of  expected OASDI employee
payro l l  tax contr ibut ions is  257 percent l  for  males wi th
s teady  h igh  ea rn ings  who  re t i r ed  a t  age  55  i n  1985 .  Fo r  such
re t i rees  w i th  su f f i c i en t l y  h igh  fam i l y  i ncome tha t  OASDI
bene f i t s  wou ld  be  reduced  by  85  pe rcen t  under  the  means  tes t ,
t h i s  "money ' s  worLh ' r  ra t i o  wou ld  d rop  to  39  pe rcen t  (257  x
. l - 5 ) .  P resen t  va lues  fo r  t hese  ra t i os  a re  based  on  the  ac tua l
y ie lds  rece i ved  on  secu r i t i es  he ld  by  the  OASf  and  D f  t rus t
f r rn r l c  ' vh i ch  a re  Federa l  secu r i t i es  w i th  l ong - te rm " r i sk - f ree "-  s - . $ s ,  r

ra tes that  averaged near ly  8 percent  per  year  in  nominal
t -e rmq  and  abou t  2 .5  pe rcen t  pe r  yea r  i n  rea l  t e rms  ove r  t he
pas t  30  yea rs .  Thus ,  t he  3 .5  pe rcen t  r e tu rn  t ha t  Mr .  Pe te r son
c i tes  i s  l ess  than  ha l f  t he  ra te  o f  re tu rn  fo r  conse rva t i ve
invesLment  j -n  long- term UniLed States Government  secur i t ies
ove r  t he  pas t  30  yea rs .  W i t . h  a  re tu rn  o f  on l y  39  pe rcen t  o f
the amount  that  would have accumul-ated at  ' rTrust . -Fund"
j -n te res t  ra tes ,  i t  i s  d i f f i cu l t  t o  a rgue  tha t  t he  s teady  h igh
earne r  who  incu rs  an  85  pe rcen t  reduc t i on  i s  rece i v ing  a  fa i r

lBene f i t s  a f t e r  1983
f ree .  A lL  bene f i t s  t ha t
subject .  to  income Lax on

a re ,  o f  cou rse ,  t ax  de fe r red ,  no t  t ax
are not  e l iminat .ed by the means test  are
the same basis  as under  current  law.

l t /

Refer to Memorandum
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re tu rn .  Fo r  s im i l a r  h igh  ea rne rs  reach ing  65  a f te r  1985 ,
money 's  wor th rat ios under  present  law are much lower,  and
thus t .he ef fect  o f  the Concord means test  would r : roduce even
lower returns

The quest ion of  whether  a fa i r  reLurn should be based on the
accumul-ated va lue of  payro l l  tax contr ibut ions of  both the
employer  and employee,  oy on contr ibut ions of  the employee
a l  one  .  i  s  r r n r :eso l - vab1e .  Ce r f . a i  n l  v  t he  Fmn ' l  r ^ r r re r  cnn i - r : i bu t i onsq l v r r u  I  L e

are  cons idered a  par t  o f  employee compensat . ion  by  the
a m n l r x r e r .  a n d  i n  t h e  C a S e  O f  t h e  S e l f  - e F ^ l n . ' a i  l ' r n f  l ' r  S h a f e Su r r r l / r v J  u r  ,

a r e  p a i d  d i r e c t l y  b y  t h e  w o r k e r .

W i t h o u t  a t t e m p t i n g  t o  r e s o f v e  t . h i s  l o n g - s t a n d i n g  d e b a t e ,  t h e
a n a l y s i s  t h a t  f o l - l o w s  r e f l e c t s  t w o  p o s s i b l e  o p t i o n s  f o r
a d i u s t i n c r  f h e  b a s i c  C o n c o r d  " m e a n s "  L e s t  t h a t  a v o i d  r e d u c t . i o n
o f  O A S D I  b e n e f i t s  b e l o w  a  " r e a s o n a b l e  r e t u r n t r  o n  e i t h e r
employer  and employee cont r ibu t ions  (op t ion  A) ,  o r  employee
c o n t r i b u t i o n s  o n l y  ( o p t i o n  B )  .

T h e  a d j u s t e d  m e a n s  t e s t s  a r e  a s s u m e d  t o  b e  a p p f i e d  b y  f i r s t
comput ing  reduc t j -ons  fo r  a l l -  en t i t lements  based on  the  bas ic
C o n c o r d  p 1 a n .  T h e  r a t i o  o f  t o t a l -  r e d u c t i o n  t o  t o t a l
e n t i t f e m e n t s  i s  t h e n  c o m p u t e d .  T h i s  r a t i o  o f  r e d u c t i o n  i s
a p p l i e d  t o  a l l  e n t i t l - e m e n t s  e x c e p t  f o r  O A S D I  b e n e f i t s .  F o r
O A S D I  b e n e f i t s ,  t h e  f a m i l y  i s  p a i d  t h e  h i g h e r  o f  ( 1 )  O A S D I
b e n e f i t s  m u l t i p l i e d  b y  t h e  r a t i o  o f  r e d u c t i o n ,  o r  ( 2 )  t h e
a m o u n t  t h a t  w o u l d  y i e l d  a  l i f e t i m e  r e t u r n  o n  e i t h e r  e m p l o y e e
p l u s  e m p l o y e r  c o n t r i b u t i o n s  ( o p t i o n  A ) ,  o r  e m p l o y e e
c o n t r i b u t i o n s  o n l y  ( o p t i o n  B ) ,  e q u i v a l e n t  t o  t h e  y i e l d  o n
t r u s t  f u n d  s e c u r i t i e s  ( a n  u l t i m a t e  2 . 3  p e r c e n t  r e a l  i n t e r e s t
r a t e  i s  a s s u m e d ) ,  b u t  i n  n o  c a s e  m o r e  t . h a n  t h e  p r e s e n t  l a w
b e n e f i t .

E f f e c t .  o f  A d - j u s t e d  M e a n s  T e s t s

Opt ion  A:  No reduc t ion  be l -ow fa i r  re tu rn  on  ee  +  er
c o n t r i b u t i o n s

B e c a u s e  m o n e y ' s  w o r t h  r a t i o s  ( P V  o f  b e n e f i t s  t o  e e
c o n t r i b u t i o n s )  a r e  w e l - l  a b o v e  2 O O  p e r c e n t  f o r  t h e  v a s t
m a j o r i t y  o f  c u r r e n t  b e n e f i c i a r i e s ,  t h e  i n i t i a l  e f f e c t  o f
l i m i t i n g  t h e  C o n c o r d  p r o p o s a l  i n  t h e  m a n n e r  o u t l i n e d  f o r  t h e
o p t i o n  A  a d j u s t e d  m e a n s  t . e s t .  w o u l - d  r e d u c e  t h e  e s t i m a t e d
s a v i n g s  r e l a t i v e l y  l i t t l - e  ( t h e  r e d u c t i o n  i n  o A S D H S M f  s a v i n g s
i s  e s t i m a t e d  t o  b e  a b o u t  1 5  p e r c e n t ,  o r  a b o u t  a  2 5  p e r c e n t
r e d u c t i o n  i n  s a v i n g s  f r o m  m e a n s  t e s t i n g  O A S D I  b e n e f i t s ,  s e e
m e m o r a n d u m  f r o m  E l i  D o n k a r  o f  D e c e m b e r  2 ,  1 9 9 3 ) .

F o r  m o r e  d i s t a n t  f u t u r e  y e a r s ,  h o w e v e r ,  m o n e y ' s  w o r t h  r a t i o s
d r o p  d u e  t o  i n c r e a s e s  i n  c o n t r i b u t i o n  r a t e s  o v e r  t h e  p a s t
d e c a d e s .  A s  a  r e s u f t ,  o p t i o n  A  s a v e s  a  f a r  s m a l - I e r
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propor t ion of  the amount  saved by the unrest . r ic ted Concord
t .est .  By 2030,  the adjusted test  would reduce OASDHSMI sav ings
by  ove r  one - fou r th  ( f rom sav ings  o f  abou t  3 .7  pe rcen t .  o f
t axab le  pay ro l l  t o  sav ings  o f  abou t  2 .7  pe rcen t  o f  t axab ld
payro l l ) ,  and OASDI sav ings by about  70 percent  ( f rom savings
of  about  7.6 percent  o f  t .axabl -e payro l l  to  sav ings of  about .
0 .5  pe rcen t  o f  t axab le  pay ro l l ) .

Fo r  t he  l ong - range  75 -yea r  va lua t i on  pe r iod ,  sav ings  under  the
unrest r ic ted Concord p lan for  OASDHSMI combined would drop
f rom 3 .4  pe rcen t  o f  t axab le  pay ro l l  t o  2 .5  pe rcen t  o f  t axab l_e
payro lJ- .  For  the OASDf program, the sav ings drop f rom
L .6  pe rcen t  o f  pay ro l l  t o  0 .5  pe rcen t  o f  pay ro11 .  Thus ,  wh i l e
the  un res t r i c ted  p lan  wou ld  e l - im ina te  the  l ong - range  ac tua r ia l
de f i c i t  o f  1 - .46  pe rcen t  o f  t axab le  pay ro l l  ( es t ima ted  us ing
in te rmed ia t .e  a l t . e rna t i ve  I I  assumpt ions  i n  t he  1 ,993  T rus tees
Repor t ) ,  t he  op t i on  A  ad jus ted  means  tes t  t ha t  gua ran tees  noL
to reduce benef i ts  be l ,ow a fa i r  re turn ee and er  contr ibut ions
wou ld  e l im ina te  on l y  abou t  one - th i rd  o f  t he  de f i c i t .

Opt ion B:  No reduct ion below fa i r  re turn on ee contr ibut . ions

Because  money ' s  wor t .h  ra t i os  (PV  o f  bene f i t s  t o  ee
contr ibut ions)  are very much above 100 percent  for  the vasL
ma jo r i t y  o f  cu r ren t  bene f i c i a r i es ,  t he  i n i t i a l  e f f ec t  o f
l imi t ing the Concord proposal  in  t .he manner  out l ined for  the
r^ rn l -  i r ' rn  P ,  :d i r rg lgd  means LeSt  wou l -d  reduCe the  es t imated
sav ings  by  even less  than op t ion  A.

F o r  m o r e  d i s t a n t  f u t u r e  y e a r s  d e c l i n i n g  m o n e y ' s  w o r t h  r a t . i o s
r e s u l t  i n  s a v i n g s ,  u n d e r  o p t i o n  B ,  t h a t  a r e  a  m u c h  l a r g e r
propor t ion  o f  the  amount  saved by  the  unres t r i c t .ed  Concord
t e s t  t h a n  w a s  t . h e  c a s e  f o r  o p t i o n  A .  B y  2 0 3 0 ,  t . h e  a d j u s t e d
tes t  wou ld  reduce OASDHSMI  sav ings  by  over  one-seventh  ( f rom
s a v i n g s  o f  a b o u t  3 . 7  p e r c e n t  o f  t a x a b l - e  p a y r o l l  t o  s a v i n g s  o f
a b o u t  3 . 3  p e r c e n t  o f  t . a x a b l e  p a y r o l l ) ,  a n d  O A S D I  s a v i n g s  b y
a b o u t  2 5  p e r c e n t  ( f r o m  s a v i n g s  o f  a b o u t  1 . 6  p e r c e n t  o f  t a x a b l e
p a y r o l l  t o  s a v i n g s  o f  a b o u t  7 . 2  p e r c e n t  o f  t a x a b l e  p a y r o l l ) .

F o r  t h e  l o n g - r a n g e  7 5 - y e a r  v a l u a t i o n  p e r i o d ,  s a v i n g s  u n d e r  t h e
unres t r i c ted  Concord  p lan  fo r  OASDHSMI  combined wou ld  d rop
f r o m  a . 4  n e r r l e n t  O f  t a x a b l e  n e v r o l l  f  n  ?  ' l  n e r n o n + -  n f  t a x a b l e-  _ v " 1

payro I l .  For  the  OASDI  program,  the  sav ings  drop  f rom
1  6  r r e r r - a n l -  n f  n a r z r n ' l I  l - n  1  )  r r a r r - o n f  n f  n a r r r n l ' l  T h r r q  u r h i I ay " r -  ,  w r r r r v

the unrest r ic t .ed p lan woul -d e l iminate the long-range actuar ia l -
de f i c i t  o f  7 .46  pe rcen t  o f  t axab le  pay ro l l  ( es t ima ted  us ing
in te rmed ia te  a l - t e rna t i ve  I I  assumpt ions  i n  t he  1993  T rus tees
Repo r t ) ,  t he  op t i on  B  ad jus ted  means  t es t  t ha t  gua ran tees  no t
to  reduce  bene f i t s  be low  a  fa i r  re tu rn  ee  con t r i bu t i ons  wou l -d
e l im ina te  abou t  80  pe rcen t  o f  t he  de f i c i t .
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E f f e c t  o n  T r u s t - F u n d  B u i l - d u p

The combined OASI  and Df  t rus t  funds  are  es t imated  to  r i se  to
a  peak  o f  3  .0  t imes t .he  leve l  o f  annua l  expend i tu res  in  th :e  

'

year  20L5.  The op t ion  A ad jus ted  means tes t  wou ld  resu l t .  in
e v e n  m o r e  t r u s t - f u n d  b u i l d u p  w i t h  a  p e a k  o f  a b o u t . 3 . 8  t i m e s
annua l -  expend i t .u res  reached around t .he  year  2017.  The year  o f
exhaust ion  fo r  the  combined funds  wou ld  inc rease by  about
9  years ,  f rom the  year  2036 es t . j -mated under  cur ren t  law to
a b o u t  2 0 4 5 .  T h e  o p t i o n  B  a d j u s t e d  m e a n s  t e s t  w o u l d  i n c r e a s e
the  peak  t rus t - fund bu i ldup to  a  peak  o f  over  4  t imes annua l
o u t g o  a r o u n d  t h e  y e a r  2 0 2 0 .

Money '  s  Wor th  Ana l -vs is

T a b l e  I ,  a t t a c h e d ,  i s  v e r y  s i m i l a r  t o  t h e  L a b l - e  i n c l u d e d  i n
the  memorandum o f  November  18 .  Tab l -e  1  ind ica tes  the  ex ten t  to
w h i c h  m o n e y ' s  w o r t h  r a t i o s 2  f o r  c u r r e n t  b e n e f i c i a r i e s  i n  t h e
y e a r  2 0 3 0  w o u l d  b e  a f f e c t e d  b y  e n a c t m e n t  o f  t h e  b a s i c  C o n c o r d
means tes t . .  About .  60  percent  o f  s t .eady-h igh-earn ing  s ing le
workers  wou ld  be  reduced to  some ex ten t ,  on ly  about  40  percent
o f  s teady-average earners  and about .  20  percent  o f  low earners .
Larger  percentages  o f  mar r ied  workers  w i th  spouse no t  work ing
( m a r r i e d ,  1  e a r n e r )  w o u l - d  b e  r e d u c e d  b y  t h e  m e a n s  t e s t  b e c a u s e
f a m i l y  i n c o m e  a f t . e r  r e t i r e m e n t  t e n d s  t o  b e  h i g h e r  f o r  1 - e a r n e r
c o u p l e s  t h a n  f o r  s i n g l e  i n d i v i d u a l s .

T h e  o p t i o n  A  a d j u s t e d  m e a n s  t e s t .  p r o v i d e s  t h a t  b e n e f i t s  w i l l -
no t  be  reduced be fow a  fa i r  re tu rn  on  employee and employer
c o n t r j - b u t i o n s ,  i . e . ,  t h e  m o n e y ' s  w o r t h  r a t i o  w i l l  n o t  b e
r e d u c e d  b e l o w  2 0 0  p e r c e n L .  A s  s h o w n  i n  t a b l e  1 A ,  t h i s  o p t i o n
w o u l d  r e s u l t  i n  n o  r e d u c t i o n s  f o r  t h e  s t e a d y  h i g h  e a r n e r s  a n d
s t e a d y - a v e r a g e - e a r n i n g  s i n g l e  w o r k e r s ,  b e c a u s e  t h e i r  m o n e y ' s
w o r t h  r a t i o s  a r e  a l r e a d y  a t  o r  b e l - o w  2 0 0  p e r c e n t  u n d e r  p r e s e n t
1 ^ . .  m 1 - . . ^  - h a  n n l -  i n n  A  _ a r l i r r q f  e d  f  a q f  1 , ' l r i * - i - a ' l  . ,l a w .  l n u s  /  L ^ ^ -  J l t r m a c e r y  s a v e s
r e l , a t i v e l y  1 i t t l e ,  a n d  t h e  s a v i n g s  r e t a i n e d  a r e  b o r n e  l a r g e l y
b y  m i d d l e  a n d  l o w  e a r n e r s .

T h e  o p t i o n  B  a d j u s t e d  m e a n s  t e s t  p r o v i d e s  t h a t  b e n e f i t s  w i l l
no t  be  reduced be low a  fa i r  re t .u rn  on  employee cont r ibu t ions
o n l y ,  i . e .  ,  t h e  m o n e y ' s  w o r t h  r a t i o  w i l l  n o t  b e  r e d u c e d  b e l - o w
1 0 0  p e r c e n t .  A s  s h o w n  i n  t a b l e  1 8 ,  t h i s  o p t i o n  w o u l d  r e s u l - t
i n  s o m e  r e d u c t i o n  i n  b e n e f i t s  f o r  m o s t  s t e a d y  m a x i m u m  e a r n e r s .
The ex ten t  o f  the  reduc t ion  wou ld  be  l -ess  under  the  op t i -on
(as  compared w i th  tha t .  under  the  unres t r i c ted  Concord  means
t e s t )  f o r  a b o u t  3 0  p e r c e n t  o f  s t e a d y  m a x i m u m  e a r n e r s ,  b u t  o n l y

z T h e  m o n e y ' s  w o r t h  r a t i o  i s  d e f i n e d  a s  t h e  r a t i o  o f  t h e
p r e s e n t  v a l u e  o f  e x p e c t e d  O A S D I  b e n e f i t s  t o  t h e  p r e s e n t  v a l - u e  o f
e x p e c t e d  e m p l o y e e  O A S D I  p a y r o l l - t a x  c o n t r i b u t i o n s  f o r  a l l  p e r s o n s
i n  t h e  d e f i n e d  c o h o r t .
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for  about  10 percent  o f  s teady average or  l -ow earners.
Moreover ,  the extent  to  which benef i t  reduct ions under  the
unrest r ic ted Concord test  would be cut  by opt . ion B would be
much greater  for  s teady maximum workers.  For  example,  benef . i t
reduct ions under  the Concord p lan as h igh as 85 percent
( y ie ld ing  money ' s  wor th  ra t i os  o f  abou t  20  and  30  pe rcen t  f o r
s ing le and marr ied workers,  respect ive ly)  would be cut  to  only
about  1-O percent  for  s ing le workers and 50 percent  for  marr ied
workers wi th  s teady maximum earn ings and very h igh income
a f te r  re t i r emen t .  Reduc t i ons  p rov ided  by  the  ad jus t .ed  means
test  wou1d genera l ly  be wel - l -  over  ha l - f  the s ize of  the
reduct ion prov ided under  the Concord p lan for  s teady average
and  s teady  Iow  ea rne rs .

At.tachment.s

Goss
A a J - r r : r r z

(-)



Table 1

Present  Val -ue of  OASDI Benef i ts  as a percentage of
Present  Val -ue of  Employee Contr ibut ions wi th

S teady  Earn ings  fo r  Cur ren t  Bene f i c i a r i es  i n  2030 :
Percentage under  Current  Law and Percentage at  Selected
Percen t i l es  w i th  The  Concord  CoaL i t i on  'Means"  Tes t

Sincr le

Current Law

C o n c o r d  r r M e a n s "  T e s t  1 /
P e r c e n t i l e

Low
Earnings

2202

220
220
zzu
200

50

Average
Earnings

7502

1 5 0
1 5 0
1 6 0
1 4 0

q n

300?

3 0 0
3 0 0
2 9 5
2 5 0

6 0

Maxi-mum
Earnings

11  0?

1 1 0
1 1 0
1 0 5

B 5
z v

2 0 0 2

1 9 5
1 6 0
1-4 0

6 0
3 0

2 0
4 0
5 0
8 0
9 5

M a r r i e d  ( f  e a r n e r )

C o n c o r d  r r M e a n s "  T e s t  1 /
P e r c e n t . i l e

Current Law

20
40
50
BO
95

4072

4 0 1
4 0 1
4 0 1
5  t u

]-20

1 , /  E s t i m a t e s  o f  t h e  e f f e c t s  o f  t h e  C o n c o r d  i l M e a n s n  T e s t  o n
s ing le  workers  and coup les  are  based on  a  number  o f
s imp l i f y ing  assumpt ions  requ i red  to  adapt .  ava i lab l -e  da ta .  The
r e s u l t s  s h o u l d  b e  l - o o k e d  u p o n  a s  o n l y  a n  i n d i c a t i o n  o f  t h e
l i k e l y  e f f e c t  a n d  n o t  a s  p r e c i s e  e s t i m a t e s .
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Tab le  1A

Present  Va lue  o f  OASDf  Benef i t s  as  a  Percentage o f
Present  Va lue  o f  Employee Cont r ibu t ions  w i th

S t e a d y  E a r n i n g s  f o r  C u r r e n t  B e n e f i c i a r i e s  t n  2 0 3 0 :
Percentage under  Cur ren t  Law and Percentage a t  Se lec ted
P e r c e n t i l e s  w i t h  T h e  C o n c o r d  C o a l i t i o n  r r M e a n s r r  T e s t .

Ad jus ted  to  Avo id  Reduct ion  Be l -ow a  Fa i r  Return  on
Employee and Employer  ConLr ibu t ions

A d j u s t e d  " M e a n s "  T e s t  1 /
Percent .  i Ie
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f /  E s t i m a t e s  o f  t h e  e f f e c t s  o f  t h e  a d j u s t e d  " m e a n s "
s ing le  workers  and coup les  are  based on  a  number  o f
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r e s u l t s  s h o u l d  b e  l o o k e d  u p o n  a s  o n l y  a n  i n d i c a t i o n
l - i k e l v  e f f e c t  a n d  n o t  a s  D r e c i s e  e s t i m a t e s .
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Table 18

Present  Val -ue of  OASDI Benef i ts  as a Percent .age of
Present  Value of  Employee Cont . r ibut ions wi th

S teady  Earn ings  fo r  Cur ren t  Bene f i c i a r i es  i n  2030 :
Percentage under  Current  Law and Percentage at  Sel -ected
Percen t i l es  w i th  the  Concord  Coa l i t i on  "Means"  Tes t

Adjusted to  Avoid Reduct ion Below a Fai r  Return on
Employee Contr ibut ions
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A d j u s t e d  " M e a n s "  T e s t  1 /
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Current Law 401-z

A r i i r r q f a r l  l l M a ^ h q l l  ' l - p q f  1 /

P e r c e n t .  i l e
z v

4 0
6 0
B O
9 5

4 0 1
4 0 r
4 0 1
3  t u

720

L /  Es t ima tes  o f  t he  e f f ec t s  o f  t he  ad jus ted  "means "  t es t  on
s ingle workers and couples are based on a number of
s imp l i f y i ng  assumpt ions  requ i red  to  adap t .  ava i l ab l -e  da ta .  The
resu l t s  shou ld  be  l ooked  upon  as  on l y  an  i nd i ca t i on  o f  t he
l i ke t y  e f f ec t  and  no t  as  p rec i se  es t ima tes .
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' l a D r e  2

Est imated OASDI  and Med icare  Long-Range F inanc ia l  E f fec ts
under  t .he  Concord  Coa l i t ion  Means Tes t  and

Two Opt ions  fo r  Ad ius t inq  the  Tes t

B a s i c
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I g D L r l n r t n n  A

c a  n n ' l  r z

Opt ion B

Ad ius tmen ts  to  the  Tes t .
No  reduc t i on  be low  fa i r
re turn on contr ibut ions :

Est imated Change in
Cost  as  a  Percentage

o f  T a x a b l e  P a y r o l l :
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OASDI
Medicare
Tota l

F o r  1 9  9 3  - 2 0 6 ' 7  -  -

OASDI
M e d i c a r e
'1 'ot a-L

1 .
2 .
3 .

6 %
1

0 .
2 .
z -

5Z
z

1 .
2 .
{

2Z
-L

3

1 . 6
- L . t J

3 .4

0 . 5
L . 9
2 . 5

r - z
' l o

Note :  The above es t imates  are  made us ing  a  number  o f
approx imat ions  requ i red  due to  the  naLure  o f  ava i lab le  da ta .
T h e s e  e s t i m a t e s  s h o u l d  b e  v i e w e d  a s  i n d i c a L i o n s  o f  t h e  e f f e c t
t h e s e  p r o p o s a l s  w o u l d  h a v e .  A 1 1  e s t j - m a t e s  a r e  b a s e d  o n  t h e
i n t e r m e d i a t . e  a l t e r n a t i v e  I I  a s s u m p t i o n s  o f  t h e  L 9 9 3  T r u s t e e s
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