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A Vital Program, A Vital Program, 
Providing a Needed Source of IncomeProviding a Needed Source of IncomeProviding a Needed Source of IncomeProviding a Needed Source of Income
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Permanent Deficits, Looming InsolvencyPermanent Deficits, Looming Insolvency

Social Security Revenues and Costs (percent of payroll)Social Security Revenues and Costs (percent of payroll)

2033

Source: Committee for a Responsible Federal Budget and Social Security 2012 Trustees ReportSource: Committee for a Responsible Federal Budget and Social Security 2012 Trustees Report



An Automatic 20% Cut for the Disabled, An Automatic 20% Cut for the Disabled, 
and 25% Cut for the Elderlyand 25% Cut for the Elderlyand 25% Cut for the Elderlyand 25% Cut for the Elderly

Social Security Social Security Trust Fund Assets as a Percent of Annual BenefitsTrust Fund Assets as a Percent of Annual Benefits

Source: Committee for a Responsible Federal Source: Committee for a Responsible Federal Budget, Social Security TrusteesBudget, Social Security Trustees



An Aging PopulationAn Aging Population

Worker to Retiree Ratio, Over TimeWorker to Retiree Ratio, Over Time

Source: Committee for a Responsible Federal Source: Committee for a Responsible Federal BudgetBudget



Consequences of AgingConsequences of AgingConsequences of AgingConsequences of Aging

►►Slower Economic GrowthSlower Economic Growth►►Slower Economic GrowthSlower Economic Growth
 Fewer Fewer workersworkers
 FewerFewer investorsinvestorsFewer Fewer investorsinvestors

►►Greater Risk of Poverty in OldGreater Risk of Poverty in Old--AgeAge
 More years in retirementMore years in retirementMore years in retirementMore years in retirement
 Higher chance of outliving savingsHigher chance of outliving savings

►►Growing National DebtGrowing National Debt►►Growing National DebtGrowing National Debt
 Higher cost of Social Security and MedicareHigher cost of Social Security and Medicare
 LessLess revenue collectionrevenue collectionLess Less revenue collectionrevenue collection



Goals of Social Security ReformGoals of Social Security ReformGoals of Social Security ReformGoals of Social Security Reform
1.1. Continue to Continue to provide adequate benefits provide adequate benefits for for 

those who rely on Social Securitythose who rely on Social Securitythose who rely on Social Securitythose who rely on Social Security

22 AchieveAchieve sustainable solvencysustainable solvency by:by:2.2. Achieve Achieve sustainable solvencysustainable solvency by:by:
1.1. Avoiding the 2016 exhausting of the SSDI Trust FundAvoiding the 2016 exhausting of the SSDI Trust Fund
2.2. Eliminating Eliminating 2.7% of payroll2.7% of payroll actuarial imbalance actuarial imbalance gg p yp y
3.3. Eventually closing Eventually closing 4.5% of payroll4.5% of payroll structural gapstructural gap

3.3. Promote Promote economic growth economic growth and and mitigate the mitigate the 
effects of population agingeffects of population aging

4.4. Be Be politically palatable politically palatable to both sidesto both sides



Maintaining Benefit AdequacyMaintaining Benefit AdequacyMaintaining Benefit AdequacyMaintaining Benefit Adequacy
1.1. Avoid the 23 percent immediate Avoid the 23 percent immediate acrossacross--thethe--

board cutboard cut to all beneficiariesto all beneficiariesboard cutboard cut to all beneficiariesto all beneficiaries

22 MakeMake progressive changesprogressive changes -- slow benefitslow benefit2.2. Make Make progressive changes progressive changes -- slow benefit slow benefit 
growth, raise taxes mostly from higher earnersgrowth, raise taxes mostly from higher earners

3.3. Include Include targeted benefit increases targeted benefit increases for lowfor low--
income workers, the longincome workers, the long--term disabled, and the term disabled, and the 
ldld ldldoldold--oldold



Achieving SolvencyAchieving SolvencyAchieving SolvencyAchieving Solvency

VISIT VISIT SocialSecurityReformer.org SocialSecurityReformer.org TO TRYTO TRY





A Balanced Plan for ReformA Balanced Plan for Reform

7575--YearYear 7575thth YearYear
Social Security Plan of the Fiscal Commission Social Security Plan of the Fiscal Commission (NUMBERS OUT OF DATE)(NUMBERS OUT OF DATE)

Progressive Benefit Formula ChangesProgressive Benefit Formula Changes 45%45% 51%51%

Raise Retirement Ages to 64 and 69 by 2075Raise Retirement Ages to 64 and 69 by 2075 21%21% 36%36%Raise Retirement Ages to 64 and 69 by 2075Raise Retirement Ages to 64 and 69 by 2075 21%21% 36%36%

Switch to Chained CPI for COLAsSwitch to Chained CPI for COLAs 26%26% 17%17%

blblIncrease Taxable MaximumIncrease Taxable Maximum 35%35% 22%22%

Cover State & Local WorkersCover State & Local Workers 8%8% 0%0%

Enact Various Enact Various HardshipHardship ExemptionsExemptions and Benefit and Benefit 
Enhancements Enhancements for Low Earners and the Oldfor Low Earners and the Old--OldOld

--23%23% --24%24%

TOTALTOTAL 112%112% 102%102%





Distribution of Commission Rec’sDistribution of Commission Rec’sDistribution of Commission Rec sDistribution of Commission Rec s
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Can We “Bend the Aging Curve”?Can We “Bend the Aging Curve”?



The Dependency RatioThe Dependency RatioThe Dependency RatioThe Dependency Ratio



Change the DemographicsChange the DemographicsChange the DemographicsChange the Demographics



Make Retirees Less DependentMake Retirees Less DependentMake Retirees Less DependentMake Retirees Less Dependent



Make Workers WealthierMake Workers WealthierMake Workers WealthierMake Workers Wealthier



Change the EquationChange the EquationChange the EquationChange the Equation



Mitigating the Effects of Aging?Mitigating the Effects of Aging?Mitigating the Effects of Aging?Mitigating the Effects of Aging?

►► Increase Increase mortalitymortality
II f tilitf tilit►► Increase Increase fertilityfertility

►► Increase Increase immigrationimmigration
►► Encourage Encourage longer working liveslonger working lives
►► IncreaseIncrease nationalnational (and(and personalpersonal)) savingssavings►► Increase Increase national national (and (and personalpersonal) ) savingssavings
►► Improve Improve economic growtheconomic growth



Benefits of Immigration ReformBenefits of Immigration ReformBenefits of Immigration ReformBenefits of Immigration Reform
►► More workers More workers Higher payroll Higher payroll 

and income tax revenuesand income tax revenues
►► Stronger economic growthStronger economic growth

Additi l ti t id tifAdditi l ti t id tifand income tax revenuesand income tax revenues
►► Higher spending, but delayedHigher spending, but delayed

►► Additional time to identify Additional time to identify 
Social Security/MC solutionsSocial Security/MC solutions
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Benefits of Later RetirementBenefits of Later RetirementBenefits of Later RetirementBenefits of Later Retirement
►► Lower social security costsLower social security costs

Hi h ll tHi h ll t
►► Greater retiree wealth and Greater retiree wealth and 

less time relying on wealthless time relying on wealth►► Higher payroll tax revenuesHigher payroll tax revenues
►► Higher income tax revenueHigher income tax revenue

less time relying on wealthless time relying on wealth
►► Stronger economic growthStronger economic growth



We Can Do ItWe Can Do ItWe Can Do ItWe Can Do It
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No One will Get their Perfect No One will Get their Perfect 
S l tiS l ti b t W iti i C tlb t W iti i C tlSolution Solution –– but Waiting is Costlybut Waiting is Costly

Payroll Tax Rate Needed to Achieve 75Payroll Tax Rate Needed to Achieve 75--Year Solvency, Depending on Start DateYear Solvency, Depending on Start Dateay o a ate eeded to c e e 5ay o a ate eeded to c e e 5 ea So e cy, epe d g o Sta t ateea So e cy, epe d g o Sta t ate
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EXTRA SLIDESEXTRA SLIDESEXTRA SLIDESEXTRA SLIDES



Social Security’s ShortfallSocial Security’s ShortfallSocial Security s ShortfallSocial Security s Shortfall



SSDI’s ShortfallSSDI’s ShortfallSSDI s ShortfallSSDI s Shortfall



Growing Annual DeficitsGrowing Annual Deficitsgg



Almost Certainly Unsustainable Almost Certainly Unsustainable yy
Probability of Various Trust Fund Exhaustion DatesProbability of Various Trust Fund Exhaustion Dates

Source: Social Security Source: Social Security 2013 2013 Trustees ReportTrustees Report



Worse Than We ThoughtWorse Than We Thoughtgg



Worse Than We ThoughtWorse Than We Thoughtgg



Worse Than We ThoughtWorse Than We Thoughtgg



Benefits are GrowingBenefits are Growing



An Unbalanced Plan (Harkin Bill)An Unbalanced Plan (Harkin Bill)



Distribution of Various RecsDistribution of Various RecsDistribution of Various RecsDistribution of Various Recs



Social Security Viewed from Social Security Viewed from 
T A hT A hTwo ApproachesTwo Approaches



Returns to Accounts Returns to Accounts 
Aft M k t C hAft M k t C hAfter a Market CrashAfter a Market Crash

Average Benefit Increase/Decrease for 2008 Retirees with Hypothetical Average Benefit Increase/Decrease for 2008 Retirees with Hypothetical 
Private Retirement Accounts and Social Security ClawbackPrivate Retirement Accounts and Social Security ClawbackPrivate Retirement Accounts and Social Security ClawbackPrivate Retirement Accounts and Social Security Clawback

Source: Andrew Biggs, American Enterprise InstituteSource: Andrew Biggs, American Enterprise Institute



An Aging PopulationAn Aging Population



Fiscal Cost of AgingFiscal Cost of Aging



Chained CPI is Chained CPI is Not RegressiveNot Regressive



Raising the NRA is Not RegressiveRaising the NRA is Not Regressive



The Cost of Waiting is RealThe Cost of Waiting is Real



The Cost of Waiting is RealThe Cost of Waiting is Real


