
General Background

Social Security is the nation’s fundamental social insurance program, providing
support to older adults, people with disabilities, and survivors of deceased workers.
In 2008, Social Security covered almost 51 million people, including 4.1 million
children.1 For a majority of older adults, Social Security is the “major source of
income.” In 2008, candidate Obama described Social Security as “indispensable to
workers and seniors” and “probably the most important and most successful
programs [sic] that our country has ever created.”2

The aging of the population, along with increasing life expectancy, has raised
concern that Social Security will be unable to finance the retirement of the baby
boomers. According to the 2009 intermediate projection of the Social Security
Trustees, the OASDI Trust Fund will remain solvent until 2037, after which Social
Security will be able to meet only 74-76 percent of its obligations. Beginning in
2016, Social Security will take in less in revenue than it pays out in benefits; in
2024, Social Security’s tax income plus interest from loans to the government will
exceed the program’s expenses. Over 75 years, the “actuarial deficit” amounts to
“2.00 percent of taxable payroll,” a relatively modest increase of 0.30 over 2008.
The program’s slightly worsened position is largely due to the economic recession
and larger-than-expected improvements in projected life expectancy.3

To meet the shortfall, President Obama has, correctly in our view, ruled out
“privatizing” the system, raising the retirement age, and cutting benefits.4 This
position is particularly important since, in light of the collapse of the housing and
stock markets, many baby boomers will need to rely on Social Security more
“than ever.”5

Recommendations

• Support of proposals that would generate more revenues through
adjustments in the payroll tax cap or other changes that would result in
greater contributions from higher income persons — for example, President
Obama’s proposal to increase the payroll tax contributions by 2-4 percentage
points (“combined employer and employee”) for individuals earning more
than $250,000 a year.6 This would not only help close the shortfall but also
move the “maximum earnings base” closer to covering the traditional 90
percent of “aggregate earnings” (vs. the roughly 85 percent covered today).7

• However the shortfall is addressed, the solution should ensure that Social
Security remains “universal; an earned right; wage-related; contributory and
self-financed; redistributive; not means-tested; wage-indexed;
inflation-protected; and compulsory.”8

• Women, African Americans and other historically-disadvantaged groups
should have special standing in the next round of Social Security reform.9, 10

Widows, the very old, older workers who accept reduced early retirement
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benefits because jobs are not available, low-income persons, and persons
who have either lost or never had substantial occupational pensions or
private savings are all at risk. We should be sure that all proposals to meet
the shortfall do not adversely impact these groups.
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