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Executive Summary

Like many Americans, we were concerned that Social Security benefits would not be offered to us when we retire. From our analysis, we have found that there will be no social security. We realized that we needed to plan for our future.  If we did not make any changes to the program things would eventually worsen with time.  Changes must be enacted now.  

The current demographic change is the largest problem concerning the solvency of the system.  An increase in life expectancies and decreasing birth rates are resulting in an older population, which has put extreme pressure on the Social Security system. Our main concerns that we researched are: 

1. Privatizing Social Security:  Will it produce higher returns and is it safe to invest with Wall Street investors?  

2. Higher Taxes:  Will higher taxes ensure Social Security’s solvency?

3. Reduction of Benefits:  Cutting benefits and/or rising the retirement age may be required to ensure adequate funding for all retirees.   

Introduction


Our findings indicate Social Security being depleted before we retire.  In actuality, scholars have predicted that the fund will run out of money as early as 2010.  This means changes to the system must occur now.  Solutions need to be investigated and other models must be explored in depth. Since Americans are living until 73 years, the retirement age needs to be reflecting this change and subsequently every few years when the age increases.   


While conducting our research, we discovered that this is a touchy subject.  No politician wants to tackle this issue.  With the presidential election this year, candidates have done nothing but avoid the issue.  Changing Social Security has its downfall; it can ruin a politician’s career with one wrong move or statement.  In essence, Social Security is a problem no politician wants to change if they want to be re-elected.  The only way changes can take place is if the voters initiate and demand it.  


Our paper explores possible solutions to ensure that there will be Social Security when we retire. Privatization, higher taxes, reduction in benefits, and raising the retirement age were explored in greater depth as suggested by the Bush Administration and other think tanks.  With Bush supporting privatization, we were inclined to take a look at his proposal. 
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BACKGROUND

Social Security is composed of three programs: Old Age, Disability Insurance, and Supplemental Security Insurance.  

One way to receive social security benefits is from retirement of old age.  To meet the requirements of retirement benefits a person born in 1929 or later needs 40 social security credits.  It is possible to receive four credits per year so you will need at least 10 years to become eligible for retirement benefits.  The credits received are based on your earning that is posted each year to your social security record.  Every year the amount of earnings needed to receive a credit rises as the average earnings levels rise.  In 2003 it was possible to receive one credit for each $890 earned.  In 2004 one credit is equivalent to $900 earning.  The total number of credits that can be received is four in one year.  If you where to become disabled or die before age 62 the number of credits needed depends on your age at the time you die or become disabled.  However, a minimum of six credits is required regardless of your age.  The age requirement to receive full benefits is 65 if the worker was born before January 2, 1938.  Those born after can collect full benefits at the age of 67.  The requirement age for full benefits is gradually increasing due to the current life expectancy.  However, contrary to what was just introduced the earliest possible age to retire is 62.  If you do desire to receive benefits prior to your full retirement age they will be substantially reduced.  

Computing Benefits

Calculating the retirement benefits that it is possible for one to receive, the average earnings over the workers lifetime is considered.  Your earning are first adjusted or “indexed” to account for changes in average wages since the earning were first received.  Then your average monthly indexed earnings are calculated during the 35 years in which you earned the most money.  A formula is then applied and you will arrive at your basic benefit, or “primary insurance amount” (PIA).  As one can see the computation for receivable benefits is very complex.  There are several ways to estimate your possible retirement benefits.  It’s possible to estimate your benefits by using a program that can be downloaded from http://www.socialsecurity.gov/OACT/ANYPIA/anypia.html. Another site that will walk you through the formula for computing your retirement benefits is http://www.socialsecurity.gov/pubs/10070.html.  The maximum amount of benefits one can receive depends on the age the worker chooses to retire.  The amount for 2004 ranged from $1,422 for a person retiring at the age of 62 to $2,111 for a person retiring at the age of 70.

Ponzi Scheme?

The trend of early retirement is putting substantial stress on an already flawed system.  The more social security participates that chose to retire early, the more the system has to shell out benefits.  This essential problem is traceable to the construction of the system itself.  The system is referred to as the Ponzi effect, which essentially acts as a pyramid of funds.  Since the system is based on a pay-as-you go philosophy, there needs to be a rapid unending growth in population for the system to be sustainable.   In this case to increase the number of participates only postpones the inevitable collapse of the system.  “It is a specific form of pyramiding in which money paid by later investors or contributors is used to pay inflated returns to earlier investors – until the funds dry up because no more contributors can be found” (Bahner).  So when revisiting the notion of early retirement, you can understand that it only increases the number of paying participates required to fund the system.   
Demographics
The current demographic change is the largest problem concerning the solvency of the system.  An increase in life expectancies and decreasing birth rates are resulting in an older population, which will put extreme pressure on the Social Security system.  The improvements in life expectancy have allowed retirees to receive benefits for a longer period of time.  Life expectancy has grown from 61.4 years in 1940 to a current age of 73.7 years.  This can be partially accredited to advances in medical and biomedical technology.  It’s believed that future advances in longevity will be more rapid then in the past, which means retirees will receive benefits for a longer period of time.  Probably one of the biggest concerns is the anticipated retirement of 77 million baby boomers.  This is inevitably take place in about 30 years or in the year 2010.  When this takes place there will nearly be twice as many older Americans as there are today.  As a result the ratio of retirees to workers is expected to decline form the current four- workers-per-retiree to two-workers-per-retiree.  Another factor to be concerned with is the steady decline of the fertility rate.  The projected total fertility rate is considered to be 1.95 children per women, which is slightly lower than the recent level of 2.05.  A lower fertility rate ultimately leads to a deceased workforce and a lower taxable income amount.  Possibly a reason for the decline of the fertility rate is the fact that more women are entering the workforce.  This fact in itself is a contributing factor to the larger number of qualified recipients of Social Security benefits.  One of the new trends, which will have a larger affect on available funds in the future, is the increased study period amongst college students.  A prolonged completion of college decreases the workforce and available income taxable.  


Social Security is commonly thought of as a retirement program.  But benefits associated with old age and retirements are just one part of the Social Security.  Benefits are also distributed to survivors of deceased workers who have paid Social Security taxes and earned enough credits.  The number of credits a person needs depends on their age at the time of death.  The younger the person is the fewer credits are needed to be eligible for survivor benefits.  But in no circumstances does an individual need more than 40 credits or 10 years of work.   Only certain members of the family are able to receive benefits.  A widow or widower can receive full benefits at the retirement age or reduced benefits as early as age 60.  A disabled widow or widower can receive benefits at the age of 50.  A widow or widower can receive benefits at any age if he or she takes care of the deceased’s child who is under the age of 16.    Children who are unmarried and 18, or up to age 19 can receive benefits if they are attending elementary or secondary school full time.  Stepchildren, grandchildren, or adopted children can receive benefits under certain circumstances.  Children at any age who were disabled before age 22 and remain disabled can receive benefits, along with dependent parents age 62 or older.  Social Security pays more benefits to children than any other federal program.  


Former spouses can also receive benefits under the same circumstances as a widow or widower if the marriage lasted 10 years or more.  However, one cannot receive benefits if they remarry before the age of 60 (50 if disabled) unless the latter marriage ends in death, divorce, or annulment.  The amount of the survivors’ benefits is based on the earning of the deceased person.  The more they paid into Social Security, the higher the benefits will be.  The amount received is a percentage of the deceased’s Social Security benefit.  An estimate of the amount of survivor benefits available can be calculated on the Social Security’s web page. (http://www.socialsecurity.gov/ww&os2.htm.)         

 Disability Insurance

California State Disability Insurance (SDI) is a partial wage-replacement insurance plan for California workers. The SDI program is State-mandated, and funded through employee payroll deductions. SDI provides affordable, short-term benefits to eligible workers who suffer a loss of wages when they are unable to work due to a non-work related illness or injury, or a medically disabling condition from pregnancy or childbirth.   There are two major programs that provide benefits based on disability and those are Social Security Disability Insurance and Supplemental Security Income.  

For most people, the medical requirements for disability payments are the same under both programs and a person’s disability is determine by the same process.  

Social Security disability insurance benefits are based on prior work under Social Security.  The Social Security Disability Insurance program pays benefits to the people that are a disabled or blind worker insured under the Act, the child of an insured worker, or the widow, widower, or surviving divorced spouse of an insured worker.  To be insured as a worker, they must have earned a minimum number of credits from work covered under social security.  There is another program that provides insurance for the disabled and that is called Supplemental Security Income that will be discussed later in the paper.


 In order to qualify for disability you must be unable to work because of a physical or mental impairment or a combination of both.  This impairment has lasted or is expected to last for 12 months.  This impairment qualifies also if it can result in death for the individual.  To qualify for disability payments a process is used to determine if you are disabled.  If you are able to work than you do not qualify regardless of your physical or mental impairment.  As of 2004 you are doing well income will be at least $800 a month. If your income is below the $800 than more information is needed and more questions will be asked.  If your impairment is severe and makes it harder for you to work than you can be considered disabled.  This impairment must prevent you from any work related activity.  If you meet this requirement than you need to specify what areas of your body are affected.  Certain ligaments that are affected need to be on the Listing for Impairments.  This listing contains specific body parts and impairments that qualify for disability.  If your impairment is contained in this listing than you can be considered disabled and if not than you must go to the next step.  If your impairment is severe but does not qualify under the ligament listing than you can still qualify is the impairment prevents you from doing work.  The impairment must also meet the duration requirement in order for you to receive further consideration.  If it does prevent you and you are proven unable to work than you will be considered disabled. 

A child from birth to age 18 may receive monthly payments from disability if the child has impairment or a combination of impairments.  The child’s parent’s income must also be within allowed limits.  An adult child age 18 or older may receive benefits if the child has impairment or combination of impairments.  The disability must have occurred before the age of 22.  The adult child’s parent worked long enough to be insured under Social Security and is receiving retirement or is dead.  Under both circumstances the child must not be able to work because of the medical condition.  The medical condition must have lasted or will last for 12 months.  It will also qualify if the condition will result in death.  

There are many people that don’t know when is the earliest age that a person can receive Disability benefits and the answer to those questions is NO.  There is no minimum age.  However, to qualify for Social Security disability benefits, they must have worked long enough and recently enough under Social Security.  They can earn up to a maximum of four work credits per year.  The amount of earnings required for a credit increases each year as general wage level rise.  The number of work credits they need for disability benefits depends on the age when they become disabled.  Generally they need 20 credits earned in the last 10 years ending with the year they become disabled.  However, younger workers may qualify with fewer credits. 

The rules are as follows: 

Before age 24- They may qualify if they have six credits earned in the three-year period ending when their disability started.  

Age 24 to 31- They may qualify if they have credit for having worked half the time between 21 and the time they become disabled.  For example, if they become disabled at age 27, they would need credit for three years of work (12 credits) out of the past six years (between age 21 and age 27).

Age 31 or older- In general, they must at least earn 20 credits and have earned it in the 10 years immediately before they become disabled.

Is there a time limit on Social Security disability benefits?  No.  The disabled will continue to receive a disability benefit as long as they continue to be disabled and otherwise meet work or other eligibility requirements.  However, their case will be reviewed periodically to see if there has been any improvement in their condition and whether they are still eligible for benefits.  If they are still eligible when they reach full retirement age, disability benefits will automatically be converted to retirement benefits. 

State Disability Insurance (SDI) defines insurance fraud as any claim for SDI benefits where a person, alone or in collusion with any other person, willfully makes a false statement or misrepresentation, or withholds a material fact for the purpose of collecting SDI benefits. For example, filing a claim with SDI for an injury or illness that does not exist or helping another person file a false claim is insurance fraud. An individual who commits fraud against the SDI program may be disqualified from receiving further benefits for the current claim and future claim(s), and may be liable to repay a 30 percent penalty in addition to the overpayment amount. 

Any person who falsely certifies to his/her medical condition or to the medical condition of any other person is subject to an additional 25 percent penalty on any overpayment made due to the false medical. If criminally prosecuted, the individual may face additional penalties. 

Supplemental Security Income

Supplemental Security Income (SSI) is another program under Social Security Benefits.  Unlike Social Security Benefits, SSI benefits are not based on prior work or a family’s prior work, but based on a person’s income, age, and level of disability.  To get SSI, an individual or couple must have limited income and resources and that individual must be disabled, blind, or at least 65 years old.  The program also tailored to children that are disabled.  Currently, people who are receiving SSI benefits based on age are estimated to be 1.4 million, while the blind and the disabled are estimated to be 5.2 million.  Those who are applying for benefits on the basis of age must be 65 years or older and be financially eligible for benefits and for those who are applying for disability must qualify on the basis of two criteria: financial eligibility and disability eligibility.  To qualify for benefits financially, individual may not have an income greater than the current maximum monthly SSI benefit or have resources worth more than $2000 and $3000 for couple.  To be qualified as disabled, applicants must be unable to engage in any activities because of an impairment expected to result in death or last at least 12 months.  The process use to determine if an applicant is eligible for SSI benefit financially involves an initial determination when someone first applies and periodic reviews to determine whether the recipient remains eligible.  And the process use to determine if a person qualify for SSI as a disabled person involves determining whether the applicants’ impairment meet the standard requirements under State Disability Determination Services (DDS) and periodic reviews to determine if applicant is still disabled.


SSI is financed by general funds of the U.S. Treasury through personal income taxes, corporation taxes, and other taxes.  Social Security taxes that are withheld under the Federal Insurance Contribution Act (FICA) do not fund the SSI program.  SSI recipients can get Medicaid to pay for hospital bills, physician bills, prescription drugs, and other health costs.  Some recipients may also be qualified for food stamp in every States except California.  The amount that the SSI recipients receive generally varies from the standard benefit rate depending on the person’s income and living arrangements.  SSI benefits are paid on a monthly basis, usually on the first of every month and until the benefits are terminated.  The maximum monthly benefit amount, adjusted for the 1.4 percent January 2003 cost of living adjustment (COLA), is $552 for an individual and $829 for a couple.  This amount is forecasted to increase 2 percent for January 2004 COLA which makes it $563 for an individual and $845 for a couple.


Since the program started in 1974, the number of individuals receiving SSI benefits has grown significantly.  About 6.6 million people receive roughly $22 billion in federal benefits.  

In the past years, a major reason for growth in SSI has been an increasing number of younger recipients with mental impairments who have limited work histories and also the increase in the number among disabled children.  The high number of recipients and the diversity of people in the program have spurred criticism that the program is susceptible to fraud, waste, and abuse. 

Some of the risks that may have associated with the program can be that employees pay inadequate attention to verifying financial eligibility, fraud and abuse of the program, determining eligibility become increasingly difficult for employees, and the program has not emphasized return to work policy or vocational rehabilitation.  It is hard to determine if recipients are giving accurate data to SSA workers and if the data are accurate because it is hard to verify the information giving by recipients since the information can not be proven.  The only way to verify that the information is accurate is from past data in Federal and State data system.  Therefore, it is easy for recipients to fraud and abuse the system because it is difficult to determine the degree of disability of a recipient or data given from a recipient are accurate enough.  All these problems facing fraud and abuse of SSI program have led people to think if there tax dollars are being used accurately and if many of the recipients are overpaid or if the recipients have been in the program too long that it time to determine if they are still eligible for benefits.  

The best alternatives to prevent participants from abusing the system are to improve the staffs’ knowledge in work field by increasing training hours, improving the policies and tools used on determining eligibility, and review the case more periodically and in greater depth, especially for the younger recipients that are in the program.

Current Legislation

For the 2004-2005 Budget proposal, the Governor plans on reducing SSI benefits.  As of December 2003, there were 345,116 aged, 21,753 blind, and 788,331disabled SSI recipients.  With this many people in the programs and many more for the upcoming years, this budget proposal to cut benefits will impact those recipients tremendously.  The impacts this proposal would have on the recipients is they are receiving less benefits than what they are supposed to get under the current law.  Individual will be getting 9.2% less than what the current law allows and for couple it would be 6.8%.  Also, about 560 recipients would become ineligible because recipients who receive social security payments in excess of SSI benefits will not be receiving SSI anymore, but will be receiving SSP payments, which will placed those recipients in the SSP cases only.  The proposal also placed a cap on enrollment for legal noncitizens and shifts the funds for this program in the form of block grant.  With the proposals, the Governor can achieve $147 million in savings and this would help the state the budget deficit problems the State is facing.
EVALUATION

Before we start to discuss the presidential candidate’s proposals on the social security problems we will look at some of the economic think-tanks ideas on how to fix the problem.  

The CATO Institute social security expert Michael Tanner proposed the notion of personal accounts to help solve the growing issue of Social Security solvency.  Under Their proposal they have suggested, “individuals would be allowed to divert their half (6.2 percentage points) of the payroll tax to individually owned, privately invested accounts (www.cato.org). Those who chose to do so would agree to forgo all future accrual of retirement benefits under the traditional Social Security system. The remaining 6.2 percentage points of payroll taxes would be used to pay transition costs and to fund disability and survivors' benefits. Workers who choose the individual account option would receive a "recognition bond" based on the accrued value of their lifetime-to-date benefits (wwwcato.org). Those bonds, redeemable at the worker's retirement, would be fully tradable in secondary markets. Those who wish to remain in the traditional Social Security system would be free to do so, accepting a level of benefits payable with the current level of revenue.”  Their proposal gives the individual the flexibility to divest up to half of their contributions into the private market.  They believe, like many others who think that privatization is the key to solving the problem, that the stock market will not lose money over a long period of time.  The worst 20-year period, which includes 1929 crash and the Great Depression, the rate of return was three percent (www.cato.org).  The historical long-range 20 year average annual real yield is roughly seven percent.  A problem with social security is what is done with the contributions when they are collected, which is it sits there collecting virtually no interest.  With the use of personal accounts the portion invested into the private market will gain interest, which will offset the reduction in social security benefits to those who participate.  The level of reduction in benefits will be based on the level of contributions into the private sector with the trade-off being in hopes of making a greater return than loss of level of guaranteed benefits.  With the rest of the 6.2 percent of payroll taxes will go to Disability and Survivor benefits thereby not affecting these two programs.  All proposals will not touch these two programs for it will definitely bury any chances of success.  Part of the remaining 6.2 percent will go to transition costs.  This plan is similar to Bush’s proposal of using personal accounts, however this plan is aggressive in how much will be allowed to invested into the open market.  There are many critics to the use of individual accounts as a way to saving the solvency of Social Security.

Diamond & Orzag Proposal

One critic is economists Peter A. Diamond and Peter R. Orszag issued a plan against privatization of Social Security.  They claim, “401(k) and IRA’s already provide an extremely useful supplement to Social Security, and they can be improved and expanded.  But they are simply inappropriate for a social insurance system that provides the basic tier of income during retirement, disability, and other times of need.” (www.brookings.org).  Their proposal will raise the Social Security taxes from 12.4 percent to 14.2 percent in 2055, and 15 percent by 2072 (www.brookings.com).  Under their plan they predict that a twenty-five-year-old in 2004 will see a nine percent reduction in benefits under their plan when they retire.  This plan simply just raises the taxes to keep Social Security solvent.  However, this plan may be the simplest to do because all we have to do is raise taxes, but the presidential candidates all state they will not raise Social Security taxes.  For those political candidates raising taxes will be political suicide and will severely hinder their chances of being elected.  Raising taxes may make employers reluctant to hire, which could slow down our job growth and economy.  Many experts have touted this plan to be the most thought out and realistic, but it will never come to light.

Bush Plan


President Bush had set a committee to submit proposal on the Social Security problem.  There were guidelines that had to be met in their proposals:

·  Modernization must not change Social Security benefits for retirees or near-retirees.

·  The entire Social Security surplus must be dedicated to Social Security only.

·  Social Security payroll taxes must not be increased.

·  Government must not invest Social Security funds in the stock market.

·  Modernization must preserve Social Security’s disability and survivors components.

·  Modernization must include individually controlled, voluntary personal retirement accounts, which will augment the Social Security safety net.

With these constraints in place the committee came up with three proposals. The first proposal would allow an individual to place two percent into a personal account.  “In exchange for this, traditional Social Security benefits would be offset by the amount of personal account contributions, compounded at a real interest rate of 3.5 percent,” (www.commtostregthensocsec.gov).  However, the return on the individual account could yield $6000 more than current level benefits if the portfolio had a 4.6 percent rate of return. Moreover, model 1 establishes a voluntary personal account option but is not specific on other changes in Social Security’s benefit and revenue structure to achieve full long-term sustainability.


Under model 2 “workers who have not yet reached age 55 (as of January 1, 2002) would be given the opportunity, starting in 2004, to redirect 4 percentage points of their payroll taxes, up to an annual maximum of$1,000, to a personal account.  In exchange for the benefits generated by the personal account, traditional Social Security benefits would be offset by the amount of personal account contributions compounded at a real interest rate of 2 percent.” Other parts of the proposal include these changes to the traditional benefits:


· Benefits in the traditional Social Security system would be indexed to price inflation rather than national wage growth beginning in 2009. The wage-indexing policy, instituted in 1977, has never been fiscally sustainable. Twenty-two of the 24 Social Security Trustees Reports issued since the policy was adopted have declared the program to be insolvent. The new price-indexing policy slows the growth in future benefits. But, it ensures that future retirees will receive inflation-adjusted benefits that are at least as high as the benefits received by today’s retirees.39

· New poverty protections are established. A new minimum benefit provision would increase benefits for a 30-year minimum wage earner by approximately 40 percent by 2018 relative to the price indexed benefit level.

· Benefit growth for lower-wage workers would be accelerated relative to current law between 2009 and2018. Thereafter, these initial benefits would grow at the rate of inflation. By 2018, a 30-year minimum wage worker would receive benefits in an amount at least 20 percent above the poverty line, a protection that does not exist in the current system.

· Benefits for widows would be increased to as much as 75 percent of the combined benefits that would be received by the couple if both were still alive, versus 50-67 percent under current law. To target this benefit increase to widows most in need, benefits under this provision would be increased only to the level of the benefit received by an average retired worker beneficiary.

Under this system they claim in 75 years the system will have a surplus again due to using the price index policy because of individual using personal accounts.  Of the entire proposal model 2 brings fiscal stability to the system with reducing the need for additional revenues.

All three of these models are very similar in their simplicity.  All three use personal accounts, which is a question in debate.  Model 3 is a derivative of model 2.  The use of personal accounts removes the guarantee of security, which was promised us when we put into the system.  These proposals give no guarantee, but only state statistics in which if an individual where to take the option where they may find themselves fiscally better than the current level of given benefits.  

One has to remember that there really is no guarantee by the government to pay these benefits.  The Supreme Court case Flemming vs. Nestor states that Social Security benefits are not backed by a government guarantee and that Congress is free to reduce them or even cut them off for anytime to all workers (www.cato.org).  A highly unlikely scenario but if Social Security problem is not fixed this court case may come to the forefront of the media.  

However, Bush’s guidelines for his proposal were very confining in a search for a solution to the problem.  The committee was never allowed to search for the best possible solution. Only the Bush’s committee investigated a solution, which contained the option of a personal account.  Moreover, the proposal never addresses where the funds to finance the transition cost will come from.

Kerry Proposal


For the next presidential candidate John Kerry, although he does not have an in depth proposal like President Bush he has made statements on what his course of action would be if he were to be elected as President.   His first philosophical thought on a solution to the issue is to never privatize, extend retirement age, or cut Social Security (www.policy.com).  He believes that Social Security “is safe and sound well into the next two decades or more.  I will never privatize Social Security.  I will not cut any benefits for Social Security.” To understand the issue with the Pay-As-You-Go system is the benefits being given are more than the revenues being taken in.  To fix the Ponzi scheme either benefits given is reduce in some way, revenues (Social Security taxes) are increased, or both.  If Kerry is not going to either of these he is lying or does not understand the issue at hand. If Kerry will not privatize Social Security will he increase payroll-taxes if the problem gets worse?  Not privatizing the system either means you believe the system is not broken and it is a political ploy to make the public believe a problem exists or privatization is not the key to keeping the system solvent.  Kerry believes that strong leadership will keep Social Security solvent for future generations.  

Nader


Nader believes “the idea of Social Security is going to run out of money is simply nonsense. The program has an extremely solid base that will provide benefits until 2037, even under the pessimistic assumption of a 1.7 percent average annual growth rate to estimate projections”(www.policy.com).  Reports on the status of Social Security have changed with the target date for trouble being pushed back a few years.  However, a problem will exist in 2037 not to take an attempt to solve the problem now can create a bigger monster down the road.  Fixing the issue while there is still time is the best course of action.  If Congress were to wait they may be force to accept a less reasonable proposal due to time constraints, which could sink Social Security in the future.  He also thinks that pensions are to be by people not insurers or bankers.  Moreover takes a negative stand on privatization of Social Security.  Which, is a contradiction, privatizing Social Security give an individual control over where their money is being invested by the freedom to choose who will invest their money and what it will be invested in.  One issue he is right about is privatization replaces certainty with risk.  


With only Bush making an in-depth proposal, Kerry and Nader leave individuals in the dark about which direction they will take Social Security.  Kerry and Nader don’t believe privatization is the key, which may be a political standpoint in an attempt to gain the voters who don’t want privatization.  If Kerry and Nader don’t believe Social Security is in trouble will they even make an attempt to fix it.  If they plan to keep the current system they must find a way to make the benefits level given meet the intake of Social Security taxes if they are to solve the problems of Social Security.  Reports state in 2016 a shortfall will start to occur even if projections push back this target date an end to the surplus is inevitable and some plan should be already in effect before this day (www.actuary.org).  Whether it is privatization, increase in taxes, or a reduction of benefits, something should be there to pay what was paid into. 

RECOMMENDATIONS

Our group has recommended a solution that can possibly influence voters to demand changes to the Social Security program.  This is used to further educate ourselves and others about making a change in the system. 

The fact is there is a projected end to the system whether it is 2036 or 2040 an end is projected. To guarantee any benefits will be paid something needs to be done now while time and interest are on our side.  Here is our group solution to solving Social Security.  

First the government paired up with Security and Exchange Commission will flag brokerage houses as being able to handle Social Security accounts.  They must meet a strict criteria based stability and reputation of their company and also credibility of their actions.  Second the two governing bodies will have to determine what type of investments Social Security will be allowed to be invested in.  Social Security contributions will not be allowed to be gambled with, such as, not being allowed to dump all contributions into a dollar stock.  A stock will have to qualify based on their stability as a company, credit rating, and performance.  A level of contributions into private sector will reduce the amount of benefits taken from the traditional system.  A maximum of 6.2 percent will be allowed with the other half of the tax going to Disability, Survivor benefits and paying for transition costs.  Paying the 6.2 percent will remove the individual from the current Old Age benefit system thereby, those still in system will not have to pay for them in any way.  Increase the payroll-taxes one percent over the next five years.  This will keep the system solvent for those that remain in the system.  Change the indexing to a “chained CPI’ instead of using the CPI to determine benefits.  By using both an increase in taxes and lower benefits given it will help make benefit level meet the Social Security taxes intake. Increases in the wages will be adjusted in benefits like they were in the traditional system. 

CONCLUSION

Whether
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Ralph Nader

www.issues2000.org/Celeb/Ralph_Nader_Social_Security.htm
John Kerry

www.issues2000.org/2004/John_Kerry_Social_Security.htm
Other Proposals


Cato Institute


www.cato.org

www.socialsecurity.org
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www.brookings.edu/dybdocroot/comm/policybriefs/pb126.pdf
International 


http://www2.bc.edu/~jbw/No_Frames/GSA99FP.html
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APPENDIX A

	What's the average monthly Social Security benefit for a retired worker?
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	Question

	 
	What's the average monthly Social Security benefit for a retired worker?
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	Answer

	 
	The table below shows the estimated impact of the 2.1-percent increase on the average amount of types of Social Security benefits for December 2003, payable in January 2004.

Estimated Average Monthly Social Security Benefits
Payable in January 2004:
Before
2.1% COLA
After
2.1% COLA
All Retired Workers

$ 903

$ 922

Aged Couple, Both Receiving Benefits 

$1,492

$1,523

Widowed Mother and Two Children

$1,865 

$1,904

Aged Widow(er) Alone

$ 870 

$ 888

Disabled Worker, Spouse and
One or More Children

$1,412 

$1,442

All Disabled Workers

$ 844

$ 862

For more information on the average monthly Social Security benefit for retired workers can be found at http://www.socialsecurity.gov/OACT/COLA/colaeffect.html
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