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a. Percent of annual earnings replaced by Social Security benefits. 
b. Indicates the tax rates or benefit reductions required to maintain pay-as-you-go Social Security. 
SOURCE: 1997 Annual Report of the Board of Trustees of the Federal Old-Age and Survivors Insurance and D~sability Insurance Trust Funds, Wash~ngton, D.C., 
April 24, 1997. 

I>emogr.al>hic ~xo jwt ions  inclicate 
that the ni~ml>er of elclcrl>. retirees 
\vill %so\\. sharply t ~ y  2025. Ilut the 
n u m l ~ e r  of j.oung, \\-orl.ring-age in- 
cliviclu~tls \\;ill incre:~se only slightlj.. 
This implies a steep cleclirie in 
the ratio of contrilli~ting ~vorlters to 
retirecl I~eneficiaries in the Social 
Security sj,stem--frorn 3.3 toclrl\. 
to 2.2 1,); 2025. Such rt  s1l:trp sn.ing 
in t h e  prolx~rtion of woslters to 
I>enefici:lries \vill clc\.astate a 1 ~ 1 y -  
:is-you-go systern in \vhich \\,orl\-- 
css' contrihi~tions are im~necliately 

ancl ciirectly tr-ansferrecl to retirees 
as I3enefits. 

\Wen 1L.e ha\re felves \\.orkers 
per beneficiary, \\ie n;ill neccl either 
a tax incre:tse or  :I Iletlefit cut to 
Ixeserve the solvency of pay-as- 
~ O L I - g o  Soci:11 Seci~rity. With 3.3 
\vorliers per betleficiary. a payroll 
tas  rate of 12.4% procl~lces enoiigh 
antl~lal  re\.enue to repl;~cc 41% of 
annual eastlings with retirement 
benefits. If the ratio falls to 2.2. a 
12.-i% tas  rate woulcl replace only 
27.3'Ki of annr~al  earnings. Maintain- 
ing the replacerlietlt rate :It 41'Ki 

\ v o ~ ~ l d  require a payroll tax [.ate of 
IS.(,%-1.5 times the present rate. 

Lncler current r~iles, the replace- 
ment rate is already projecteel to 
clecline for all income g ro i~ps .  For 
incliviclu;lls with avezlge earnings. 
it nil1 f~tll from 4496 toclay to ~~l ,out  
37'Kl 11,); 2025. Thus. to preserve 
benefit le\iels ~lncler the pay-as-you- 
go  strirctc~re of Social Secirrity. pr~y- 
roll tas  mtes must g~tcii~:tll?. rise to 
allout 16.7?41 1hy that \.ear. I':~yroll 
tax rates n-0~11cl 11:lve to increase 2.2 
percentage points now to maintain 
the system's long-term sol\.ency. 
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