


Contact Social Security

Visit our website

Our website, www.socialsecurity.goy, is a valuable
resource for information about all of Social Security’s
programs. At our website you also can:

e Apply for certain kind of bene ts;
Get the address of your local Social Security of ce;

Request a Social Security Statement, or a
replacement Medicare card; and

Find copies of our publications.

Call our toll-free number

In addition to using our website, you also can
call us toll-free at 1-800-772-1213. We treat all calls
con dentially. We can answer speci ¢ questions from
7 a.m. to 7 p.m., Monday through Friday. We can
provide automated phone service 24 hours a day. If
you are deaf or hard of hearing, you may call our
TTY number, 1-800-325-0778.

We also want to make sure you receive accurate and
courteous service. That is why we have a second Social
Security representative monitor some telephone calls.



Social Security must change
to meet future challenges

Social Security has been a basic part of American
life for over 70 years. It provides a base of economic
security in today’s society through a valuable package
of retirement, disability and survivors insurance.

About 164 million workers are earning Social
Security protection, and about 50 million people
receive retirement, survivors and disability bene ts
from Social Security.

The Social Security system is designed so that
there is a link between how much workers and their
employers pay into the system over their working
years and how much they will get in bene ts.
Basically, high-wage earners receive a higher bene t
payment than low-wage earners. However, the bene t
“formula” is set up so that lower wage earners will get
a higher percentage of their pre-retirement earnings.

Social Security has been changed over time to meet
the needs of the American people. It will need to
change again to meet future challenges.

Strengthening Social Security to meet changing
needs is important to you ... to your parents and
grandparents ... to your children and grandchildren.
In the upcoming national debate on Social Security
reform, it is important that you understand the
issues presented in this booklet about the system’s
long-range future.
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Social Security has made an enormous

difference in the lives of older Americans

Social Security provides older Americans with a
dependable monthly income with automatic increases
tied to increases in the cost of living.

Workers can retire as early as age 62 and get reduced
Social Security bene ts. Or they can wait until full
retirement age and receive full bene ts. The full
retirement age is increasing gradually. It will reach 67
for people born after 1959.

About 9-in-10 retirees now get Social Security
bene t payments each month. For two-thirds of
the elderly, Social Security is their major source of
income. For a third of the elderly, Social Security is
virtually their only income.

SOCIAL SECURITY IS THE MAJOR SOURCE OF
INCOME FOR MOST OLDER AMERICANS

50% or more
of income

65%
of older
Americans

90% or more
of income

34%
of older
Americans

wWww.socialsecurity.gov



Social Security is more than
a retirement program

Social Security also is “America’s Family Protection
Plan.” Younger workers and their families receive valuable
disability and survivors insurance protection. In fact,
about 1-in-3 Social Security bene ciaries is not a retiree.

Almost nine million workers and family members get
disability benets, and about 6 . million people get
monthly survivors bene ts. These bene ts can make a
signi cant difference. For example, a 35-year-old worker
with expected lifetime average earnings of $40,000 a
year and who has a spouse and children could get about
$1,890 a month from Social Security if he or she became
disabled. If that same worker were to die, his or her
family could receive about $2,480 a month from Social
Security in survivors bene ts.

SOCIAL SECURITY IS MORE
THAN A RETIREMENT PROGRAM

DISABILITY RETIREMENT
BENEFICIARIES R BENEFICIARIES
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SURVIVORS
BENEFICIARIES
13%
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Social Security provides a foundation on

which to build retirement security

A comfortable retirement rests on a three-legged
nancial stool—Social Security, pensions and savings.

Today, about half of all workers are covered under
an employer-sponsored pension, and many people are
not saving as much as they should. While Social
Security replaces about 40 percent of the average
worker’s pre-retirement earnings, most nancial
advisors say that you will need 70 percent or more of
pre-retirement earnings to live comfortably. Even with a
pension, you will still need to save. If you will not have
a private pension, you will need to save more—and start
saving sooner.

Each year, we mail a Social Security Statement to
workers age 25 and older. This Statement shows your
earnings history and also gives estimates of your
retirement, survivors and disability bene ts provided
by Social Security. You should use this Statement to
help you with your future nancial planning.

SOCIAL SECURITY—A FOUNDATION

FOR YOUR FINANCIAL FUTURE
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Changing demographics are driving

need for changes in Social Security

WORKERS PER BENEFICIARY DECLINING
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The main reason for Social Security’s long-range
nancing problem is demographics. We are living
longer and healthier lives than ever before. When the
Social Security program was created in 1935, a 65-year-
old American had an average life expectancy of about
12%, more years; today, it is 18 years and rising.

In addition, more than 80 million “baby boomers”
started retiring this year, and in about 30 years, there
will be twice as many older Americans as there are
today. At the same time, the number of workers
paying into Social Security per bene ciary will drop
from 3.3 today to about 2.1 in 2034.

These demographic changes will severely strain
Social Security nancing.

n Social Security



Current Social Security system
is unsustainable in the long run

Many people think that the Social Security taxes they
pay are held in interest-bearing accounts earmarked for
their own future retirement needs. The fact is that
Social Security is a pay-as-you-go retirement system—
the Social Security taxes paid by today’s workers and
their employers are used to pay the bene ts for today’s
retirees and other bene ciaries.

Social Security is now taking in more money than
it pays out in bene ts, and the remaining money goes
to the program’s trust funds. There are now large
“reserves” in the trust funds, but even this money is
small compared to future scheduled bene t payments.
In 2017 bene ts owed will be more than taxes collect -
ed, and Social Security will need to begin tapping the
trust funds to pay bene ts. The trust funds will be
exhausted in 2041. At that time, Social Security will
not be able to meet all of its bene t obligations if no
changes are made.

THE SOCIAL SECURITY TRUST FUND
WILL BE EXHAUSTED IN 2041
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Choices lie ahead

There are several ways to guarantee that Social
Security continues to be there for future generations.
Each option means dif cult trade-offs that Americans
need to know about. The sooner the changes are
made, the smaller their impact will be.

For example, some people think that bene ts should
be reduced, or at least their future growth should be
slowed. One way of doing this would be to increase the
retirement age for full Social Security bene ts. They
say that Americans are living longer and healthier
lives than ever before and that people are spending
an increasing number of years in retirement. Critics
of the proposal to further raise the retirement age say
most Americans now choose to retire early, and that it
would be hard for some people to work past the current
retirement age because of their health or because their
jobs are just too demanding.

Some people believe that Social Security taxes should
be raised so that all future bene ts could be paid. They
want to increase the current combined payroll tax rate,
which is now 12.4 percent. Critics argue that payroll
taxes are already very high, having been raised 20
times since the program began, and that many more
workers already pay more in payroll taxes than they do
in income taxes. And they point out that eventually
Social Security taxes would have to be raised by about
50 percent to pay for all bene ts owed.

Other people believe that the future nancing problem
can be solved without reducing bene ts or raising taxes.
They favor “pre-funding” bene ts for younger workers
by letting them have their own voluntary Social
Security personal savings account. They say that by
investing in stocks and bonds, workers could receive
higher bene ts. Supporters also say personal accounts
would allow workers to leave a “nest egg” to their heirs.
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Critics say that personal retirement accounts mean
higher risks for workers, and that if investments were
not doing well when a worker is ready to retire, plans
would have to be changed. They also say personal
accounts could be expensive to administer.

Some people think the government and not individuals
should invest Social Security reserves in stocks and bonds,
so that higher potential returns can be earned but nan-
cial risks shared. But critics say the government should
not invest in private companies, because the government
could end up being the largest stockholder in a company.

There are other options and suggestions being
discussed that could strengthen the Social Security
retirement system. While there is disagreement
over what should be done, the summary of the 2008
Annual Report of the Board of Trustees notes that

the nancial dif culties facing Social Security and
Medicare pose enormous challenges. The sooner these
challenges are addressed, the more varied and less
disruptive their solutions can be.

If you would like more information on how the
Social Security program works and the critical

nancial issues now facing the program, you can
visit our website at www.socialsecurity.gov.
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