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Chairman Graham, Ranking Member Merkley, and Members of the Committee:

My name is Karen Glenn, and I am the Chief Actuary at the Social Security Administration.
Thank you for inviting me to speak with you today about the financial status of the Social
Security program—past, present, and future.

I will cover four main topics today:

e Where We Are Now: Actuarial Status in the 2025 Trustees Report

e How We Got Here: Experience Since the Last Comprehensive Reforms in 1983
e What Happens Next? Critical Factors for Projections into the Future

e How Congress and the Administration Can Help: Options to Maintain Solvency

Where We Are Now: Actuarial Status in the 2025 Trustees Report

The Social Security Act requires that the Social Security Board of Trustees, among other duties,
report annually to the Congress on the actuarial status and financial operations of the Social
Security trust funds. There are six members of the Board: the Secretary of the Treasury (who is
the managing Trustee), the Commissioner of Social Security, the Secretary of Health and Human
Services, and the Secretary of Labor. The President appoints and the Senate confirms the other
two members to serve as public representatives; these positions have been vacant since 2015.

My team at the Social Security Administration provides expert input to the Trustees Report
process, including making recommendations for assumptions; developing the demographic,
economic, beneficiary, and cost projections required for the report; and preparing the text, tables,
and figures included in the report. We work closely with the Trustees and their representatives on
all aspects of the report.

The 2025 report was released on June 18, 2025. Preparation of the 2026 report is well underway,
and it is on target to be released this spring. I will share some results from the 2025 report to
provide a sense of the current financial status of the program—but note that the 2026 report will
incorporate updates to laws, policies, data, assumptions, and methods that have happened over
the last year.

As of March 1, 2026, the Old-Age and Survivors Insurance (OASI) Trust Fund holds about $2.3
trillion in reserves, while the Disability Insurance (DI) Trust Fund holds roughly $230 billion.
The reserves of the combined Social Security program, often referred to as OASDI, total over
$2.5 trillion.! However, under the intermediate (best estimate) assumptions of the 2025 Trustees
Report, program income is projected to be less than program cost in all future years, so that the
combined trust fund reserves are projected to become depleted in 2034. At that time, 81 percent
of scheduled benefits would still be payable from current-law scheduled taxes (revenue from
payroll taxes and taxation of benefits). The OASI Trust Fund alone is projected to deplete its

! Although the two funds are separate by law, their operations and reserves are often shown on a combined basis.
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reserves in 2033, with 77 percent of scheduled benefits then payable. The DI Trust Fund alone is
projected to be fully financed throughout the 75-year projection period ending in 2099.
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The cost of providing scheduled benefits has been generally rising as a percentage of taxable
payroll since 2005, and it is projected to continue to rise through about 2080. This rise is largely
driven by the changing age distribution of the US population, with an increasing number of
beneficiaries receiving Social Security benefits relative to the number of workers paying into the
program.

The financial shortfall for the OASDI program over the next 75 years, also referred to as the
unfunded obligation, is $25.1 trillion in present value, which represents 3.64 percent of taxable
payroll and 1.3 percent of GDP over calendar years 2025-99. This 75-year shortfall must be met
with changes over the entire 75-year period for full scheduled benefits to be paid on time. In
other words, this is the size of Social Security’s long-term solvency gap, expressed in three
different ways: in dollars, as a percentage of taxable payroll, and as a percentage of GDP.

The assessment of the actuarial status provided in the annual Trustees Reports since 1941
specifies when, and to what degree, changes in scheduled income or scheduled benefits will be
needed to ensure continued solvency. The Trustees’ assessment has been very consistent and
stable in recent decades. The year of OASDI trust fund reserve depletion has been in the range of
2029 to 2042 in the last 35 annual reports, and in the range of 2033 to 2035 in the last 14 reports.
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How We Got Here: Experience Since the Last Comprehensive Reforms in 1983

In 1982, the OASI Trust Fund faced an immediate crisis. The fund’s reserves were on the brink
of being depleted, requiring temporary borrowing from the DI Trust Fund and the Medicare
Hospital Insurance Trust Fund to maintain payments to beneficiaries.

The 1983 Amendments were enacted the following year, making the changes needed to address
immediate shortfalls and to begin addressing the impending shift in the age distribution of the
US population. The 1983 Amendments included several provisions affecting both benefits and
income, including:

¢ Increasing the normal retirement age from 65 to 67, phased in over the next few decades

e Accelerating already-planned increases in payroll tax rates

e Introducing income taxation of Social Security benefits, with the resulting revenue
dedicated to the trust funds

e Extending coverage to additional categories of employees, including newly hired Federal
employees and employees of nonprofit organizations

e Increasing taxes on self-employment income and changing the definition of taxable self-
employment income

The 1983 Trustees Report indicated that the combined trust funds would remain solvent through
the next 75 years, until roughly the early 2060s. However, we now project that the combined
trust fund reserves will become depleted in 2034, almost 30 years sooner than expected in 1983.

There are two main reasons for this shift in outlook. Perhaps surprisingly, neither one of them is
related to demographics. The age distribution of the population has generally followed
expectations, with birth rates about as projected and modest increases in life expectancy at age
65, although with some variation for men and for women.

First, the taxable ratio—the percent of total covered earnings that is below the taxable maximum
level ($184,500 in 2026) and thus taxed for Social Security purposes—declined from about 90
percent in 1983 to about 82.5 percent in 2000. This change was not anticipated at the time of the
1983 Amendments. In 1983, the taxable maximum was scheduled to rise in the future with
average wages, with this indexing expected to maintain the taxable ratio at 90 percent. However,
wage levels rose much faster than average for high earners. Between 1983 and 2000, average
earnings for the top 6 percent of earners rose by 62 percent more than price inflation, while
average earnings for the other 94 percent of earners rose by only 17 percent more than price
inflation. Since 2000, the ratio has stayed at about 82.5 percent, except for temporary effects
from economic recessions and recoveries.
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The second factor is the worse-than-expected performance of the economy since 1983,
particularly related to the deep recession of 2007-09. Recovery from that recession was gradual
and incomplete in terms of labor productivity, or real output per hour worked.

As a result, the time for further change in the Social Security program is sooner than had been
expected in 1983. The gap between the program’s cost and income will need to be closed before
the combined trust fund reserves become depleted in 2034, according to the projections in the
2025 Trustees Report. Lawmakers will need to take actions that will raise program income by
about one-third, lower scheduled benefits by about one-fourth, or adopt a combination of these
approaches.

What Happens Next? Critical Factors for Projections into the Future

Age Distribution and Birth Rates

The rise in the cost of the Social Security program between 2005 and 2080, as a percentage of
both taxable payroll and GDP, follows directly from the changing age distribution of the adult
US population, as seen in the graph below. The “aged dependency ratio” is the ratio of the
population at ages 65 and over to the population at ages 20-64. The black line indicates the sharp
change in the ratio since about 2005 consistent with changing birth rates over time. The blue and
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red lines indicate that the ratio would have remained relatively level had birth rates remained at
the levels seen during the baby boom.?
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The patterns of the age distribution in the future are primarily driven by birth rates. For the 2025
Trustees Report, we assumed that in the long-term, women would average 1.9 births over their
lifetime. This value is well above the current birth rate in the US, which is about 1.6 births per
woman. Note, however, that recent low birth rates do not necessarily mean that birth rates will
remain low forever; there is evidence that women are choosing to delay births to older ages,
which temporarily depresses annual birth rates. However, there is also evidence that there have
been societal changes in the US (and around the world) related to family formation and the desire
for children. We and the Trustees are considering this assumption carefully for the 2026 Trustees
Report.

Mortality

Mortality is also an important factor in the cost of the Social Security program, primarily because
the longer people live, the longer they receive benefits. Following significant declines in death
rates in the 1990s and 2000s largely due to improvements in treating heart disease, declines in
death rates slowed considerably after 2009. The COVID-19 pandemic dramatically elevated
death rates in 2020-22, and to a lesser extent in 2023. Since the beginning of the pandemic, we

2 TFR = total fertility rate. The TFR for a given year 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 in that year, and if she
were to survive the entire childbearing period.
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have assumed that in the long term, age-sex adjusted death rates would return to roughly the path
seen between 2009 and 2019.

Age-Sex-Adjusted Death Rates (per 100,000)
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Immigration

Immigration, both lawful and unlawful, has an overall positive effect on Social Security’s
financial status. Beyond the taxes paid and benefits received by the immigrants themselves, the
larger effect on the long-term actuarial status is due to the children born in the US to immigrant
parents. These children are US citizens and add to the growth in the overall US population. This
contribution to future generations of workers is the largest part of the effect on the actuarial
status, for both lawful and unlawful immigrants.?

Since January 2025, the administration has issued several executive actions related to
immigration, which are expected to lower immigration and increase emigration for immigrants
without lawful status. Unlawful immigrant entries were extremely low in 2025 and will likely
stay low in the near-term. We and the Trustees are considering assumptions related to
immigration and emigration carefully for the 2026 Trustees Report.

3 See www.ssa.gov/OACT/NOTES/pdf notes/notel51.pdf.
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Disability

Applications for disability benefits and disability incidence rates declined dramatically from
2010 through 2022. They increased somewhat in 2023 and 2024 but remained at historically low
levels. In the 2025 Trustees Report, we projected that applications and incidence rates would
gradually increase over the next decade to levels somewhat below historical averages.

Social Security Disabled Worker Receipts at Disability Determination
Services by Calendar Year: Historical and Intermediate Assumptions for
the 2025 Trustees Report
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As a result, the total number of beneficiaries paid from the DI Trust Fund is well below the
levels experienced in the 2010s. Many factors have played a role in the improved disability
experience since 2010, including the changing nature of work and the increasing accommodation
of workers with some limitations, taking into account the changing age distribution of the adult
population.

Employment

Employment rates for men have remained relatively stable since about 1980, except for
temporary fluctuations related to recessions and recoveries, while employment rates for women
have increased notably. The drop in employment during the 2020 COVID-related recession was
brief with an extremely fast recovery. Going forward, we project slight increases over time in
future employment rates for both men and women, consistent with recent peak levels.
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Benefit Levels

The benefit levels scheduled in current law vary by workers’ career average earnings levels.
Monthly benefits are designed to replace a higher percentage of career average earnings for
lower earners, and a lower percentage for higher earners. The “replacement rates” shown below
for benefits as a percent of career average earnings at selected levels indicate the impact that trust
fund reserve depletion could have in the absence of a future change in law. Total benefits paid
after combined trust fund reserve depletion in 2034 would be reduced by 19 percent if there is no
change in law before then.* Benefit levels are shown for retirees at the average age of starting
retired worker benefits (age 65).

4 The graph of benefit levels reflects the assumption that benefits would be reduced for all beneficiaries by the same
19 percent. There are a variety of ways that the total 19-percent reduction could be accomplished, including varying
the reduction for beneficiaries at different earnings levels and delaying the payment of monthly benefits until the
trust funds receive enough tax income to pay them in full.
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Law Changes

While the last comprehensive amendments to Social Security were enacted in 1983, there have
been several law changes since then affecting the program in less significant ways. Most
recently, President Trump signed the One Big Beautiful Bill Act (OBBBA) into law on July 4,
2025, after the 2025 Trustees Report was released.

The income tax provisions in the OBBBA will lead to lower income tax liability for Social
Security beneficiaries, in total. Therefore, the OASI and DI Trust Funds will receive lower levels
of revenue from income taxation of Social Security benefits. This law change is estimated to
accelerate depletion of the combined Social Security trust funds from the third quarter of 2034 to
the first quarter of 2034.

How Congress and the Administration Can Help: Options to Maintain Solvency

To ensure that Social Security remains solvent for generations to come, Congress and the
Administration will need to act, as they always have in the past. The math is simple—lawmakers
need to take actions that will increase program income by about one-third, lower scheduled
benefits by about one-fourth, or adopt a combination of these approaches. Changes will need to
be implemented before the trust funds become depleted, to avoid the roughly 20-percent benefit
cut that would be the default if no action is taken.
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My department’s website includes a great deal of information about the possibilities for reform.

e We publish our letters to Members of Congress and other policymakers about their
proposed legislation to change the Social Security program. These letters include our
detailed analysis of the estimated effect on Social Security’s long-term financial status.’

e We annually update our analyses of a broad range of policy options (roughly 140 options
in total) that would address trust fund solvency and other issues related to Social Security
benefits and financing.®

Many of the policy options that have been considered would improve solvency, but some of
them have other aims, such as improving benefit adequacy for certain groups of people. These
policy options, and many other variations, can be combined to achieve a comprehensive
legislative proposal to extend solvency. The options fall into several main categories:

e Cost-of-living adjustment

e Level of monthly benefits

e Retirement age

e Benefits for family members

e Payroll taxes, including the taxable maximum

e (Coverage of employment or earnings, or inclusion of other sources of revenue
¢ Investment in marketable securities

¢ Income taxation of benefits

¢ Individual accounts

We are happy to assist you and your staffs as you develop potential solutions to close Social
Security’s funding gap.

Conclusion

Social Security started paying monthly benefits to retired workers and their families in 1940 and
to disabled workers and their families in 1957. Over the decades since then, all scheduled
benefits have been paid in full and on time. We look forward to working with this Committee
and others to ensure that the Social Security program is in good financial condition for many
generations to come.

Thank you again for the opportunity to discuss the actuarial status of the Social Security
program. [ will be happy to answer any questions you have.

5 See www.ssa.gov/oact/solvency/index.html.
% See www.ssa.gov/oact/solvency/provisions/index.html.
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