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Social Security – Why Government is NOT the answer to its problems
Throughout the history, mankind has always faced uncertainties brought by unexpected events such as climate, economic downturn, death, illness or most importantly by unemployment.  As the world progressed and industrial revolution occurred, personal assets or monetary savings became the prime economic security for the elderly and disabled.  However, in capitalist society, not everyone gets equal share of the pie.  As a result of that, many elderly end up in poverty.  Around the time of the great depression of 1930s, this problem became so severe that President Franklin Roosevelt felt an emergent need to help these people.  In 1933, under the authority of President Roosevelt, the Committee on Economic Security (CES) was created to study the need for an economic security for the elderly and disabled people.  In just about six months, the CES handed in our nation’s first comprehensive Federal Social Insurance Program.  The Social Security Bill got tremendous support in both the house and the senate.  On August 14, 1935, President Roosevelt signed the Social Security Bill that would eventually become the largest government program in the world and would exceed our military expenditure.   That was the day when we, the American Citizens lost the liberty of investing our money to the government that fell short of its obligations.  Whenever The Social Security Program faced uncertain future, the “quick fix and go” strategy was applied.  The current status of the Social Security System as “pay as you go” shows history of irresponsibility and unfairness toward different people.
In order to keep up with the changes in society, the Social Security Program went through major transformation in its tax policy and its benefits.  In early 1980s, the U.S. economy was suffering double digit inflation and low GDP growth along with the double indexing that proved to be catastrophic for the Social Security Program.  In 1981, The National Commission on Social Security Reform Commission headed by Alan Greenspan was created to address the ongoing problem with the Social Security Program.   Following extensive study, the Committee recommended increase in tax to tackle the problem.  The outcome was an increase in short-term surplus in the Social Security Fund.  Eventually, the surplus was invested in the U.S. treasury securities.  This seems more like the government raising fund to support other government program than saving the Social Security Fund.  At that time, it was believed that the system was fixed.  However, something went wrong and the issue of Social Security was back on President Clinton’s desk and eventually because popular when President Bush proposed partial privatization of the program.  However, this proposal did not go very much beyond the debate.
 Social Security benefits started in 1940 with the payout of approximately $35 million compared to more half of trillion dollar in 2007.  The Social Security Administration releases the information regarding the Social Security Fund on their website.  The administration reports that for the year of 2007, estimated 163 million people paid the Social Security tax of $785 billion and total benefits of $585 billion were paid out to approximately 50 million people.  Therefore, there was a net surplus of $200 billion.   The U.S. government purchased U.S. treasury securities with the surplus of $200 billion.  Hence, the government invested taxpayers’ money back into the government.  Ultimately, that adds into the U.S. national debt.  On the other hand, the asset held in U.S. treasury securities rose to all time high of $2.2 trillion (The 2008 Annual Report. 2).  That is only $200 billion less than combined holding of $2.4 trillion U.S. treasury securities by all foreign nations as of February, 2008.  The Trust Fund is taking a huge risk of investing the surplus money without any diversification.  This type of risk assumes that the U.S. government would maintain its credibility and could forever print new money when needed.  
The Social Security System is not facing bankruptcy crisis but it is facing affordability crisis.  Better access to health care and recent breakthroughs in medical field has increased the life expectancy.  From 1950 to 2005, the average life expectancy for both sexes has raised from 68.2 years to 77.8 years.   More and more people are living longer and collecting more benefits than their previous generations.  Within next couple decades, the last of the baby boom generation is set to retire.   This would cause the population of sixty five and over to more than double, from 34.1 million to 69.1 million.  As a result, the burden of supporting this elderly would increase on smaller work force of future. The ratio of taxpayer supporting a beneficiary is projected to decrease from 3.1 in 2010 to 2.1 in 2030 (Attarin, 7).  The 2008 annual report by the Social Security Trustee projects that the Social Security tax will begin to fall short of the payout by the year of 2017.  While, in the year of 2041, it is projected to be able to finance only 78% of the benefits.  By that time, if the system remains unchanged, either increasing the payroll tax or cutting the Social Security benefits would be the only options left.   At the end, the report acknowledges the financial difficulties that the Social Security System is currently facing.  Interestingly, the trustees urge people to “engage in informed sessions” and stay patients while the policymakers try to address this challenge.  It is quite fascinating what the government is waiting for to use $2.2 trillion worth of U.S. treasury securities held by the Social Security Fund.  Since, the surplus money went to the government when the government indirectly issued the treasury security to itself; the Social Security Fund is left with these treasury securities that represent debt on the government.  
  The benefits of Social Security Program are unevenly distributed among different gender, race and income level.  Constantly increasing life expectancy plays key role in distribution of uneven benefits of this program.  As of 2005, the life expectancy for woman at birth was 80.4 years compared to 75.2 years for men.  That shows that on average, woman will collect five years of more benefits compared to men.  On the other hand, the inequality is even bigger between different races.  In 2005, at birth, the life expectancy for an African American male was only 69.5 years compared to 75.7 years for white male and 80.8 years for white female.  This shows that on average, white male would be able to collect twice as more benefits while the white female would collect more than three times the benefits than African American male.  As for the rich people, payroll tax of 6.2% is only imposed on the first $10200.00.  However, they are entitled to receive the Social Security benefits throughout their life.  In 2001, top half of the earners lived on average of 5.8 years more compared to the bottom half earners.  This issue of unfairness is almost never discussed in political debates.  The government is keep pushing to make it work while ignoring the fundamental injustice.  Nobel Prize winner economist Dr. Milton Friedman was one the big critic of the Social Security Program.  He does acknowledge the role of Social Security Program in providing minimum income to the poor people after their retirements.  However, Dr. Friedman argues that the system works in favor of some part of society at expense of other.   He calls the system as “perverse redistribution of income from the young to the old, from black to white and from relatively poor to the relatively well-to-do.”   
Recent polls shows that more people prefer the option of investing part of their Social Security contributions into stock market, if there were given a choice.  In Gallup Poll conducted in December, 2004, 57% of people were in favor to let the workers invest part of their Social Security taxes in Stock market or in bonds compared to 40% in oppose.   As a big critic of the Social Security Program, Dr. Friedman has said, “I believe that it is not the business of government to tell people what fraction of their incomes they should devote to providing for their own or someone else's old age.” History shows that private investment has outperformed any other type of investment such as Treasury bond or CDs.  Private investment has a certain degree of risk associated with it, but higher risks also have higher rewards.  Since, the Social Security Program is a “pay as you go,” there is no return associated with that.  Instead, people investing in stock market or bonds would create real national saving.  By moving from government control program to private program would not make America first in this league.  Chile has successfully (with some errors) made a transition from government control “pay as you go” of late 1970s to the private investment today.  Now, approximately 93% of the Chileans have their private retirement with substantial return over 40 years period.  In past 40 years, the saving rate went from 10% of GNP to 27% GNP.  Since, the people are in control of their retirement money, they no longer need to worry about potential future cut in benefit or increase in Social Security tax.    
 It is the spirit of independence that has created unparallel wealth in America.  Taking away people’s freedom of investing their own money to fund a program that does very little of investing than just giving away, is a net loss to the society.  Currently, the Social Security Program itself works but, it doesn’t work equally for everyone who is paying into the system.     
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