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Social Security and Medicare's

Hospital Insurance
Trust Funds Face Cash Deficits
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U.S. Elderly Dependency Ratio
Expected to Continue to Increase

Elderly Dependency Ratio (in percent)
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U.S. Labor Force Growth Will
Continue to Decline

Percentage change (5-yr moving average)




Key Dates Highlight
Long Term Challenges of the
Social Security System

Date Event

2008 Social Security cash surplus begins to decline

2018 Annual benefit costs exceed cash revenue
from taxes
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Different Measures, Same Challenge

« 75-year projection of funding shortfall:
« $3.7 trillion in present value

o 0.7% of GDP

« 1.8% of taxable payroll




Social Security Reform Elements

Reform proposals should be evaluated as packages
that strike a balance among individual reform
elements and important interactive effects,
Including consideration of both funded and
promised benefit levels.




Key Elements for Economic
Security In Retirement

« Adequate retirement income
— Social Security
— Pensions
— Savings
— Earnings from continued employment (e.g., part-time)
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Composition of Spending
as a Share of GDP

Under Baseline Extended

50 percent of GDP
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Composition of Spending as
a Share of GDP

Assuming Discretionary Spending Grows with GDP after 2004
and All Expiring Tax Provisions are Extended
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Social Security: The Bottom Line
lllustrative Questions and Answers Based
on the Latest Trustees' Reports

o Does Social Security have a financing problem? [Yes]
o Will the Social Security program ever go bust? [NO]

« Will the Social Security trust fund balance ever be exhausted? [Yes]
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Questions and Answers
(feline)

o Should we act sooner rather than later to reform
Social Security? [Yes]

— Time is working against us
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Questions and Answers (cont'd)

« Will individual accounts solve the problem by themselves?
[No]

« Should they be considered as part of a more




Questions and Answers
(cont'd)

« What is an example of a government retirement system that

Includes private accounts? [The Federal Thrift Savings
Plan]

« Would individual accounts involve significant transition
costs? [Yes]




Questions and Answers
(cont'd)

« Should we consider both promised and funded
benefits in analyzing Social Security Reform
proposals? [Yes]

« Should we consider both cash and present value related
costs and |mpI|cat|ons of SOC|aI Securlty reform proposals’?
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