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Social Security Insolvency 

Trill~ons of dollars 

1 SOCIAL SECURITY OUTGO, INCOME, AND ASSETSC I 
Tr~llions of dollars 

[SOCIAL SECURITY OUTGO AND NON-INTEREST  INCOME^ 1 

a. Population age 65 and over d~v~ded by population age 20-64. 
b. Green lines represent average growth rates. 
c. Vertical line represents point at which outgo begins to exceed income. 
SOURCES: 1996 Annual Report of the Board of Trustees of the Federal Old-Age and Survivors Insurance and Disability Insurance Trust Funds; and Economic 
Report of the President, 1995 and 1997. 

The surge in L.S. birth rates be- 
hveen the micl- 1940s and micl-1960s 
in~plies that ;In increasing share of 
the popu1;ttion will 11e retirecl in the 
coming decacles. The so-callecl 
aged-clepenclency ratio is projectecl 
to rise 66%) by 2030 ancl to tloul~le 
between now and 2070. ?'lius. 
maintaining retirees' living stan- 
tlards will r.ec1~1ire higher output per 
worlier ancl/or reclistril>utio~i of a 
larger share of oc~tput to\varcl the 
n~l~\vOrliillg elclerly. 

Unforti~nz~tel)., l:ll,or procli~cti\~ity 
has kllle~i since the early 1970s. If 
c ~ ~ r r e ~ i t  trencls contini~e, incre:tses 

in o ~ ~ t p i ~ t  will not be sufficient to 
maintain I-etirees' living stanclards 
~vithout reclistributing a greater 
share of output towarcl them. The 
niajor c11:1nnel for cloing so is the 
L7.S. Social Security System. Official 
projections suggest that under cur- 
rent payroll tax and benefit rules. 
the Social Security trclst fund lvill be 
!>solie I y  the year 2029. Totd Soci:ll 
Security income will begin to kill 
short of total outgo in 2019. There- 
after. tri~st fclncl assets will he atAe 
to rn:iintain benefits at current levels 
~rntil the elate of insolvency. 

Social Seci~rity assets, hon.ever, 

are "investeel" escli~si\-ely in goiwn- 
ment securities, \vit11 the interest fi- 
nancecl out of non-payroll taxes. 
Once payroll tax revenue falls stlort 
of manclatecl I~enefit payments, non- 
pz~yroll tax revenue will have to be 
tapped to cover the clif-ference. 
I-fence, the date of Social Security's 
insolvency shonlcl be I>ased on  the 
elate \\;lien pziyro11 tax revenue can 
no longer cover current l~enefits, not 
when trust funel assets are es-  
hailsteel. Uncles current projections. 
the former m.il1 occ~lr  it1 the year 
2012-just foils years after the olcl- 
est 11al1y 1x)omers retire. 
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