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Overview
     Social  Security  as  defined  is  “A  
government  system  that  provides  monetary  
assistance  to  people  with  an  inadequate  or  
no  income”  Social  Security  taxes  people  a  
portion  of  their  income  into  a  common  trust  
fund .  This  trust  fund  insures  a  source  of  
income  for  those  unable  to  work ,  namely  
the  disabled ,  retired ,  and  survivors ,  and  
their  dependents .  Retirement  before  the  full  
benefit  age ,  now  67 ,  decreases  the  amount  
of  funds  received .  Likewise ,  retirement  after  
the  full  benefit  age  increases  the  amount  of  
funds  received .
     The  issue  with  this  system  comes  from  
an  imbalance  in  the  worker  to  retiree  ratio  
and  rising  l ife  expectancies .  When  the  Baby  
Boomer  generation  (approx .  1940-1964) 
started  to  reach  retirement  age  in  the  late  
2000 ’s ,  there  was  and  continues  to  be  a  
surge  in  citizens  eligible  to  collect  social  
security .  The  founders  of  the  system  could  
not  have  anticipated  the  incredible  increase  
in  birth  rates  during  that  generation ;  it  is  
still  a  huge  problem- because  fewer  people  
are  paying  into  the  Social  Security  Trust  and  
more  people  are  taking  money  out ,  there  is  
a  disequilibrium  of  funds .

     Some  action  was  taken  to  try  to  
incentivize  citizens  to  collect  their  benefits  
later ;  however ,  the  efforts  were  unsuccessful  
as  people  still  opted  to  receive  their  
benefits  early .  
     Our  personal  stake  in  the  issue  comes  
from  the  money  out  of  our  paychecks  that  
goes  to  Social  Security .  If  the  Social  Security  
program  were  to  fail ,  it  is  possible  that  we  
could  never  be  compensated  for  the  money  
lost .  The  current  solution  puts  an  increased  
pressure  on  our  monetary  capabilities  while  
having  no  immediate  benefit  to  us .
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     Social  Security  taxes  are  currently  only  
applicable  to  incomes  below  $132 ,900 .  As  a  
result ,  very  high  income  individuals  do  not  
pay  into  the  Social  Security  Trust ;  it  is  
presumed  that  these  individuals  do  not  rely  
of  Social  Security  benefits .  Changing  this  
state  would  result  in  a  greater  monetary  
burden  being  placed  on  wealthier  citizens  to  
ensure  benefits  for  lower  income  citizens .  
Whether  or  not  this  policy  is  fair  is  a  matter  
for  debate .
 
 
 
 
 
 
 
 
 
 
 

Approaches
APPROACH  1 :

APPROACH 2:

     Privatization  of  Social  Security  allows  
consumers  more  freedom  with  their  
money- fluidity  in  the  economy  could  
increase  economic  growth .  Theoretically ,  
increased  competition  between  the  
private  businesses  would  result  in  a  
greater  range  of  benefit  plans  for  
consumers  to  choose  from .  However ,  
privatization  could  potentially  
overcomplicate  the  system ,  lead  to  
inefficiency ,  or  simple  unwillingness  to  
invest .
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    A  final  solution  to  our  Social  Security  
system  would  be  to  raise  the  age  at  which  
citizens  could  receive  their  benefits .  
Raising  the  collection  age  ensures  that  
there  is  a  stable  ratio  of  workers  to  
retirees  and  this  would  help  sustain  
Social  Security .  This  solution  could  make  
Social  Security  more  sustainable ,  but  it  
also  raises  the  age  at  which  people  can  
retire .
 
 
 
 
 

  APPROACH 3:



How Might the 
Raise Work?
     Tensions  aside ,  how  would  this  approach  
work? Currently ,  every  individual  has  to  pay  a  
6 .2% tax  on  their  earnings  for  social  security  
( “Contribution  and  Benefit  Base”) .  Any  income  
above  $132 ,900  is  not  taxed ,  so  higher- income  
workers  are  exempted  from  the  tax  on  a  portion  
of  their  income .  For  example ,  if  someone  makes  
$150 ,000 ,  then  $17 ,100  is  not  taxed .  This  only  
affects  a  small  portion  of  the  population :  
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The Tax Cap
    In  his  1937  inaugural  address ,  Franklin  D .  
Roosevelt  declared :  “The  test  of  our  progress  is  not  
whether  we  add  more  to  the  abundance  of  those  
who  have  much ;  it  is  whether  we  provide  enough  
for  those  who  have  too  l ittle”  (qtd .  in  “One  Third  of  
a  Nation”) .  To  FDR ,  social  security  was  inherently  
progressive :  in  the  midst  of  the  nation ’s  worst  
economic  depression ,  it  promised  to  provide  relief  
for  those  struggling .  
     Today ,  considering the current state of social 
security ,  it seems anything but progressive .  Soon it 
will no longer be able to provide for those who have 
too little .  And at the same time ,  America seems all 
too eager to keep adding to the abundance of those 
who have much .   
     Thus ,  we  propose  an  approach  that  embraces  
FDR ’s  original  intention  for  progress  by  raising  the  
maximum  taxable  income  (or  tax  cap) .  With  this  
approach ,  Social  Security  can  be  sustained  well  
into  the  future  ( “Updating  Social  Security”) .  
However ,  FDR ’s  vision  for  progress- providing  for  
those  in  need- raises  questions  about  fairness .  
Increasing  the  tax  cap  would  only  directly  affect  
the  higher- income  population  and  thus  the  
solution  would  not  be  applied  equally .
     Not  only  are  there  tensions  between  progress  
and  fairness ,  but  also  security  and  self-reliance .  If  
the  tax  cap  is  raised ,  the  higher- income  population  
will  contribute  more  to  social  security  and  in  a  
sense  will  subsidize  the  lower- income  population ’s  
social  security .  This  is  problematic  because  social  
security  has  traditionally  been  viewed  as  something  
that  each  individual  earns  for  themselves  without  
getting  help  from  others .  Thus ,  raising  the  tax  cap  
will  provide  more  security  while  eliminating  the  
aspect  of  self-reliance .

Approach 1

according to data from the Social Security Administration, 

roughly 6% of workers earn wages above the taxable 

maximum (“Research, Statistics & Policy Analysis”).

 

For this approach, there are three main options (American 

Academy of Actuaries):

 

(1) - The tax cap is eliminated without any increase in 

benefits. This option would make up for 88% of the shortfall 

the social security fund is facing.

 

(2) - The tax cap is eliminated but benefits are accrued on 

the entire income. This adjustment would make up for 71% 

of the shortfall. (Social security is structured so that lower-

income workers earn higher benefits relative to their income. 

Because of this, even if high-income workers earn benefits on 

their entire income, there will still be a significant 

contribution to the shortfall (Bauer, “Social Security, the FICA 

Tax Cap”).) 

 

(3) - The cap is increased but not completely eliminated. This 

would make up for 29% of the shortfall.

     A D V A N T A G E S
(1) - Only a small percentage of workers  
make more than the current tax cap 
(2) - Able to raise more revenue to 
substantially fill in funding gap and 
maintain the current payout schedule

(3) - Fits with the original intention of 
social security
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     D R A W B A C K S
(1) - Higher income individuals have to 
pay more in taxes without much ,  if any ,  
added benefits 
(2) - May hurt the economy by 
discouraging small business owners from 
expanding their businesses (“Updating 
Social Security”)
 



Approach 2

How Might 
Privatization Work?
     If Social Security was phased out ,  the primary 
issue would be how privatization would function .  
Instead of paying into the Social Security system ,  
workers would have the choice to pay a 
percentage of their salaries in individual 
accounts .  For instance ,  they may deposit 5% of 
their earnings into a private account (Mitchell) .
     To  be  implemented ,  there  would  l ikely  be  a  
cut-off  date ,  after  which  individuals  will  not  be  
required  to  pay  into  the  social  security  system  
( “Social  Security…”) .  For  example ,  those  who  enter  
the  workforce  after  January  1 ,  2025 ,  would  not  
pay  into  Social  Security ,  but  those  who  have  
already  paid  into  Social  Security  would  have  the  
option  to  continue  to  do  so .  One  issue  with  this  
particular  approach  is  how  to  reimburse  those  
who  choose  to  stop  paying  into  Social  Security .

Privatization
     Another approach to fix the issue of Social 
Security is to phase it out and privatize the industry .  
Privatization of Social Security means that instead 
of the federal government managing your 
retirement benefits ,  either a portion of or all of your 
benefits would be set aside into a personal 
retirement account that you could control yourself .  
This allows individuals to have autonomous control 
over their retirement and choose what businesses to 
invest with .  The businesses may have different 
policies regarding how and how much you invest .  
With such a large influx of people into the 
privatized investment industry ,  it is likely that more 
companies will specialize in retirement and 
disability investments for affordable prices .  An 
incentive of privatization is that the increase in 
competition among companies benefits the 
consumer (Williams) .
     As  it  is  today ,  one  cannot  opt  out  of  paying  into  
Social  Security ;  there  is  a  minimum  rate  (6 .2%) that  
each  working  citizen  must  pay  into  the  program  as  
a  tax  (Backman) .  By  phasing  out  Social  Security  and  
privatizing  the  industry ,  the  power  to  control  how  
one ’s  money  is  spent  and  reallocated  is  placed  in  
the  hands  of  the  individual  ( “What  Would…”) .  One  
can  choose  where  he  invests  his  money  for  
retirement  and  how  he  receives  benefits—such  as  in  
annuity  or  l ife  payments ,  in  which  he  receives  
payments  at  regular  intervals  for  the  rest  of  his  l ife
—or  whether  to  invest  at  all  ( “What  Would…”) .

Approach 2

     A D V A N T A G E S
(1) - More personal money could be 
invested in the stock market ,  helping the 
economy .
 
(2) - The government would be able to 
focus time and money on other issues 
(Williams) .
 
(3) - Citizens can choose where they invest .
 
 

     D R A W B A C K S
(1) - Through lack of smart investing some 
Americans people may lose money through 
privatization .
 
(2) - Removes a source of income from the 
government .
 
(3) - The benefits of Social Security will not 
reach younger generations (Ayres) .
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Approach 3

Raising the 
Collection Age
    Today ,  the  numbers  have  become  much  more  
alarming ,  with  l ittle  to  no  reserves  in  place  to  
cover  the  costs  of  maintaining  the  program .  The  
average  woman  in  America  is  expected  to  l ive  
past  her  81st  birthday ,  7  years  more  than  1983 .  
The  average  male  in  America  can  expect  to  l ive  
to  77  years .  The  projected  worker  to  retiree  ratio  
is  where  the  true  problem  becomes  evident .  It  
was  predicted  that  2 .5  workers  would  be  
available  to  support  each  retiree  by  2020  (The  
2012  Annual  Report) .  This  is  much  lower  than  the  
number  of  workers  needed  to  keep  the  system  
stable  and  self-sufficient .  There  is  a  clear  
problem  and  a  perceptive  solution .  If  the  age  of  
Americans  is  increasing  and  there  are  less  
workers ,  it  would  be  intuitive  to  change  the  
retirement  age  to  a  function  of  average  l ife  
expectancy .  By  raising  the  retirement  age ,  the  
worker  to  retiree  ratio  will  increase  to  a  stable  
number .  There  will  also  be  less  people  able  to  
claim  benefits  and  those  that  can  will  only  be  
able  to  for  a  reduced  amount  of  time .  This  
solution  is  feasible  because  of  the  advances  in  
medicine  and  the  shift  in  America ’s  economy  
from  manual  labor  to  service .  80% of  Americans  
work  in  the  service  sector  with  jobs  much  less  
physically  demanding  or  damaging  to  their  
health  than  historic  American  jobs  have  been  
(Statistica) .  This  solution  would  make  social  
security  self-sustaining  and  more  reliable  than  it  
currently  is .

 

 

Change of Workforce
     Age  is  an  essential  factor  in  social  security :  it  
determines  when  a  person  can  draw  benefits ,  how  
much  they  can  receive ,  and  for  how  long .  The  age  
l imit  for  social  security  was  first  determined  in  1935  
at  which  point  you  could  receive  full  benefits  at  the  
age  of  65 .  In  1935 ,  the  average  l ife  expectancy  was  
only  61  years  old  (Social  Security) .  This  meant  that  
many  working  people  would  never  be  paid  benefits  
after  years  of  paying  into  the  program .  The  ratio  of  
workers  to  retirees  was  also  a  very  different  
statistic :  37  workers  for  every  one  retiree  (The  Social  
Security  Dilemma) .  America ’s  demographics  have  
changed  since  1935  due  to  advances  in  medicine ,  
education ,  and  safety  protocol .  The  government  
accounted  for  this  change  in  1983  with  a  22-year  
plan  to  phase  in  a  2-year  addition  to  the  retirement  
age  (Social  Security) .  By  1994  the  age  was  raised  to  
66  and  then  to  67  in  2005 .  This  was  obviously  
planned  to  disturb  as  few  people  as  possible .  The  
data  has  been  changing  much  faster  than  these  
policies  could  be  implemented .  In  1983 ,  the  average  
l ife  expectancy  was  74  and  the  worker  to  retiree  
ratio  had  drastically  dropped  from  37  workers  to  
just  3 .2  workers  for  every  retiree  (Mercatus) .  Even  
with  this  drastic  increase  in  average  l ife  expectancy  
and  drop  in  ratio ,  the  social  security  system  was  
stable  due  to  policy  changes  intended  to  assist  
with  any  imbalance  in  people  paying  into  social  
security  with  people  receiving  benefits .

Approach 3

     A D V A N T A G E S
(1) - Program supports itself
(2) - System stays in place for the future
(3) - Long term solution
(4) - Better worker to retiree ratio
(5) - Stabilizes the payment

 
 
     D R A W B A C K S
(1) - Retirement age will change with 
less expectation

(2) - People may never collect benefits

(3) - Longer careers than current terms
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