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ABSTRACT.Adequate income is a social determinant of health. In theUnited States, only Social Security beneficiaries
receive inflation-protected guaranteed income. Social Security needs another 1983 compromise in which
stakeholders accepted “shared pain” to avoid insolvency. We propose indexing the benefit using the chained
consumer price index (CPI) for all urban consumers and providing a one-time bonus of 8% to 10% for
beneficiaries in their mid-80s, when needs become greater. The chained CPI has little impact when beneficiaries
start receiving benefits, but older beneficiaries need protection. The estimated 75-year savings from this
restructured benefit amount to 14.2% to 18% of Social Security deficits. Modest increases in payroll taxes and
maximum earnings taxed should make up most of the shortfall. Including unearned income with wages and
salaries subject to the 6.2% individual tax would produce much more revenue. The discussion explores the
proposal’s political feasibility, grounding in current policy and political science literature, and the role of income
as a social determinant of health.
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T he core of this article examines the policy
choices necessary to maintain the ability of the
Social Security program to pay all promised

benefits. Fortunately, relatively small changes to its
funding could end the continuing fear that Social Secur-
ity will run out of money in the mid-2030s. On the
touchy issue of cutting benefits, the article develops a
proposal to protect the “old-old” that provides an
acceptable path for restructuring the benefit. If benefi-
ciaries and their advocates can be convinced to accept a
modification in calculating the benefit, other stake-
holders ought to accept a modest revenue increase. The
argument presented this article is based on empirical
facts about Social Security and appeals to widely
accepted values in the American polity.

Overview

After a brief explanation of the relevance of Social
Security solvency for a symposium on health (which
receives more attention in the discussion in the last
section), the article devotes two sections to our policy
proposal for restoring long-term solvency to Social
Security. The first section provides a useful overview of
important details of the Social Security program and
explains what we regard as the only feasible and fair
approach to reducing expenditures by restructuring the
benefit. It contains one technical subsection that esti-
mates the potential savings generated by our proposal,
but the casual reader can easily understand our compre-
hensive approach to restoring solvency without reading
the quantitative analysis.

The following section reviews proposed ways of rais-
ing new revenues within the current Social Security
program (i.e., excluding shoring it up with funds from
general federal revenues). Unlike our proposal for
restructuring the benefit, we suggest changing some
aspects of the revenue stream and give reasons for our
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adamant opposition to other popular but ill-considered
avenues for raising new revenues. In this section,many of
the options we suggest are open-ended in the sense that
we suggest revenue streams that can be altered but do not
define precise amounts. It is the decision makers in the
hurly-burly of legislative politics who will decide where
on a continuum to peg any particular change. It would be
a mistake, however, to view this openness as a lack of
confidence in our arguments. Because our case for this
comprehensive approach to Social Security solvency is
grounded in well-researched facts and sound values
consonant with the program’s long history and Ameri-
can values, we are confident that the path toward long-
term solvency that we sketch is the optimal one.

Consideration of the policy proposal outlined here as
a whole will, we believe, lead skeptics to acknowledge
the apodictic power of our arguments for those subscrib-
ing to the notion of an American polity. Of course, the
choice of liberal democratic policy regimes involves
hypothetical, not categorical propositions, as the discus-
sion makes clear.

In the discussion, we address the vexing issue of feasi-
bility and fit our proposal into larger theoretical policy
frameworks in the literature. The authors confess to having
much less confidence in our thoughts on political feasibil-
ity. Unlike a reasoned policy argument, politics ismuch too
contingent andmercurial for us to be at all certain that our
somewhat optimistic best guesses will be realized in the
next decade. Thus, we are very diffident about venturing
into the domain of political analysts and journalists. In
contrast, we feel more secure that grounding our argu-
ments in established, if new, conceptual policy frameworks
helps clarify our proposal and arguments by demonstrat-
ing how they fit into establishedmodes of policy discourse.
But the first task is to show why Social Security is a social
determinant of health and, for that reason, an article on its
most important problem belongs in a symposium issue on
health in Politics and the Life Sciences.

Social determinants of health

The understanding of what constitutes “health” and
“health care”has expanded sinceWorldWar II.No longer
is “health”merely the absence of disease and disability and
health care an effort to rid the individual of an identifiable
malady. An early indicator of this evolution was the
adoption by the World Health Organization in 1946 of
its seminal definition of health: “Health is a state of
complete physical, mental, and social well-being, and not

merely the absence of disease or infirmity.”1 Currently, the
broader conception of health sails under the flag of the
“social determinants of health.”2

Social determinants include concerns about a wide
range of inputs necessary to good health.3 The
U.S. Centers for Disease Control and Prevention has
adopted the social determinants approach, which it
defines as follows: “Social determinants of health are
life-enhancing resources, such as food supply, housing,
economic and social relationships, transportation, edu-
cation and health care, whose distribution across popu-
lations effectively determines length and quality of life.”4

Thus, at contemporary health and public health confer-
ences, it is common to hear papers on the “built
environment,”5 social capital (e.g., the work of Ichiro
Kawachi), and the need to provide safe places to exercise.
Lifestyle and preventive health have received increasing
emphasis during the second half of the last century, but
recent research shows that it is a mistake to focus exclu-
sively on the individual in thinking about how to cham-
pion these approaches to health behavior. Pathbreaking
research using network analysis has demonstrated that
patterns of association have implications for health.6 In
reality, the appreciation that individual health depends
on a healthy environment goes back at least to the fifth
century BCE, to the Hippocratic author of Airs,Waters,
and Places. In the nineteenth century, what we now call
public health was referred to as the “sanitary move-
ment”; its advocates struggled against devotees of
unregulated capitalism to provide supplies of clean
water, milk, and food and safer working conditions.7

This broader understanding of health and health care
is especially important for the fields of gerontology and
geriatrics, the allied clinical specialty. The quality of life
of older Americans depends not only on clinical medicine
but also on the adequacy and quality of what can be
called the “aging-support system,”8 which combines
conventional health care, age-relevant social services,
and secure access to the basic needs of life such as food
and shelter.3,9,10 In market-based economies such as the
United States, a secure basic income ranks high among
fundamental necessities. Fortunately, most senior citi-
zens and the long-term disabled in the United States
enjoy the guarantee of Social Security and its protection
against inflation. Thus, only 13.8%of those 65 and older
are in households falling below 125% of the federal
poverty level.11 Social Security beneficiaries (including
the disabled) are the only Americans guaranteed an
income; for many retired people, Social Security benefits
provide the largest portion of their monthly income.
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Maintaining this critical support for the health and
happiness of older Americans is vital in the face of
challenges by those who would change current income
maintenance policies. A backlash against Social Security
andMedicare, the two largest federal domestic spending
items, might well follow the decision of the Donald
Trump administration to initiate massive additional def-
icit spending ($1.5 trillion in tax reform, $300 billion in
the February 2018 budget compromise, $200 billion in
infrastructure investment, and the inevitable rise in inter-
est payments on this debt burden). Although powerful
House Speaker Paul Ryan (R-WI) retired in 2018, other
Republicans are likely to continue attacking the domestic
entitlement programs using his playbook. Ryan, former
chair of theHouse Budget Committee, had a long history
of targeting entitlements, going back to his “Path to
Prosperity: A Blueprint for American Renewal.”12

Almost a decade before, following his successful 2004
reelection campaign, President George W. Bush
attempted to make individual workers responsible for
investing part of the Social Security taxes that their labor
generated; this unsuccessful effort to partly privatize
Social Security was intended to be the first major step
toward making America an “ownership society.”8 Even
supporters of Social Security have long argued that its
projected difficulties in paying the full benefit in the
2030s justify reforms; they may gain enough political
traction to act in the next decade.13

Many political observers maintain that Congress can
only act when a crisis looms. That view seems unduly
cynical. But perhaps that crisis will soon engulf the
United States, because under the new Trump tax regime,
revenues—at least corporate profit taxes—are much
lower than predicted, and expenditures continue to
rise.14 Surely, there must be some political reward for a
legislator or other policy entrepreneur who gains a repu-
tation for “saving Social Security,” especially since Social
Security payroll tax revenues are counted as part of the
consolidated federal budget. The measures required to
maintain solvency will be much easier to achieve before
there is a major Social Security funding crisis. Faced with
such ongoing challenges as President Trump’s proposed
2019 budget,15 friends of Social Security should take
timely action in the next Congress to ensure that the
75-year time horizon only shows surpluses, thereby pre-
empting attacks by those who would “reform” it out of
existence. Achieving this goal requires securing an
adequate income from the payroll taxes dedicated to
financing Social Security augmented by the earnings on
reserves.

Social Security and restructuring its benefit

Public servants, who face increasing numbers of
intractable problems such as decaying infrastructure,
public resistance to raising income taxes, global migra-
tion, and climate change, would be well advised to
develop a short list of tractable problems to address.
Demonstrated success in resolving a few of these less
impossible issues would help restore public trust in
government capacity. Moreover, success in responding
to well-chosen tractable problems could chip away at
some of the complex problems that currently appear to
be intractable.

Potential insolvency in the Social Security Trust Funds
is among the problems that can be solved. The 2019
annual report of the Board of Trustees of the Old-Age
and Survivors Insurance (OASI) andDisability Insurance
(DI) Trust Funds16 projected that in 2035, the combined
Trust Funds will have current obligations greater than
reserves and all revenue sources (excluding interest on
assets). Without the DI Trust Fund, which will become
insolvent late in 2052, OASI will be insolvent in 2034,
which demonstrates that the DI Trust Fund liability is
dwarfed by actuarial estimates of future OASI benefit
obligations. Thus, to continue paying 100% of benefits
in the 2030s will require additional revenues or reduced
benefits or, preferably, a combination of these two
strategies.

Social Security has staunch defenders who oppose any
substantive change to the program, but dire warnings of
impending deficits by those who wish to alter it are likely
to gain greater political traction as insolvency draws
closer. The Social Security Administration itself has
joined the chorus urging action sooner rather than
later.17 Over the 75-year time horizon used by Social
Security actuaries, the fiscal shortfall is fairly small.
Thus, the problem is solvable, but there is merit in
making changes sooner rather than later to ensure the
long-term solvency of Social Security.

We contend that the United States needs another
compromise analogous to that reached between the
Ronald Reagan administration and congressional
Democrats in 1983.18,19,20 At that time, policymakers
on all sides of the issue recognized the necessity of
accepting some changes that would be painful for the
interests they represented. In principle, universal social
insurance pensions such as Social Security can be made
solvent using three distinct approaches: cutting benefits,
raising revenues, or reducing the number of beneficiaries.
Only the first two were used in 1983; the third is not
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generally mentioned as an option in the literature on
social insurance. However, greater scrutiny of potential
beneficiaries is a possible way to reduce expenditures for
a small part of the overall financial distress caused by any
rise in disability claims. (Social Security includes the DI
Trust Fund, which provides income for covered workers
with long-term disability, defined as the inability to work
after a five-month waiting period.) Because the DI Trust
Fund is small compared with the OASI Trust Fund, this
article only considers cutting benefits and raising add-
itional revenue.

We argue that restructuring the benefit, but in a man-
ner that will not be felt for many years, would cause the
least harm to beneficiaries and provide critical new
income for some when they need it the most. By accepting
modest benefit cuts with delayed impact, advocates for
Social Security beneficiaries would position themselves to
challenge other interests to accept the pain of increasing
revenues. Specifically, the article revisits a suggestion for
changing the calculation of the cost-of-living allowance
(COLA), which adjusts benefit payment to offset price
inflation. Although the proposal received some attention
from President Barack Obama and two study commis-
sions in 2010 and 2011,21,22,23,24 its flaws were widely
recognized, and in recent years, it has attracted less atten-
tion. Our proposal would eliminate the obvious flaw.
Adopting our proposal would supply about one-sixth of
the revenue necessary to close the Social Security shortfall
over the 75-year time horizon.We explainwhywe believe
that altering the COLA calculation is superior to other
waysof cutting the benefit. In keepingwith the principle of
“shared pain” that made the 1983 compromise possible,
the remainder of the shortfall would need to be made up
by raising revenues.

Thus, this article focuses on the proposal to change
how the COLA is calculated in order to reduce benefits
(as opponents argue) or to account more accurately for
the actual increases in living costs experienced by older
Americans (as proponents explain). Because details of
how COLA increases are calculated are somewhat tech-
nical, pundits and politicians tend to avoid the important
policy facts and argue their broad—and depressingly
repetitive—talking points. However, sound policy-
making demands that concerned citizens and public
servants understand the details. After explaining the
proposed benefit modification and why its savings are
superior to savings generated by alternative benefit cuts,
the article surveys proposals to generate more Social
Security revenue. Our review of the pros and cons of
possible measures to increase Social Security Trust Fund

revenues is arguably as important as our innovative
adaptation of proposed benefit cuts in charting the path
for another comprehensive shared pain compromise to
solve the problem of long-term Social Security solvency.
In the discussion, we return to the question of the
feasibility of action in the first half of the 2020s to
forestall long-term Social Security insolvency.

Indexing in Social Security
Older Americans receiving Social Security benefits are

among the fortunate fewAmericans who are not living on
“fixed incomes” for a substantial part of the income that
most beneficiaries need to live. While workers today—
even unionized workers—are not promised annual wage
increases or even inflation adjustments, year in and year
out the Social Security Administration announces by how
much benefits will increase to offset increases in living
costs. The increase is determined by the Bureau of Labor
Statistics (BLS), which calculates the consumer price index
for urban wage earners and clerical workers (CPI-W)
based on monthly surveys that it conducts.

Legislation passed in 1972 established automatic
inflation protection (effective in 1975) following a 20%
increase in the Social Security benefit. Both were engin-
eered by Wilbur Mills (D-AK), powerful chair of the
House Ways and Means Committee, who had presiden-
tial aspirations in the 1972 elections. The incorporation of
inflation protection into Social Security can be seen as the
maturation of America’s peculiar welfare state, which
provides universal social insurance only for seniors and
the long-term disabled. Since that watershed, the major
Social Security debates have focused on how to finance
the obligations undertaken by earlier generations, as the
demographic profile of the country has changed and the
economic base has shifted from large-scale manufacturing
to a postmodern service economy.

An important characteristic of inflation protection is
the difference between the CPI that adjusts benefits and
the adjustment for the value of previous years’ wages of
those who are contributing to the Trust Funds. The CPI
only adjusts the sums paid to beneficiaries who have
become eligible to receive their retirement benefit or
disability check. In contrast, up to age 60, Social Security
increases the value of eachworker’s credited earnings by a
wage index. This difference is a master stroke in fostering
both fiscal probity and equity. The average increase in
credited earnings by all coveredworkers over the previous
year’s average is used to increase the value of the previous
year’s wages credited to the covered worker and the
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updated total of prior years’ earnings. Because wages
generally rise faster than prices as the nation’s economy
experiences real growth, Social Security revenues increase
at a greater rate than the expenditures necessary to cover
CPI-adjusted benefits.25 The same percentage is used to
increase the credited earnings of bankers, who receive
generous salary increases and, say, low-paid school
teachers or employees of nonprofit child daycare centers.
Thus, young people can choose nonprofit service careers
that pay poorly but have some of that decision’s harmful
long-term economic effects on their Social Security retire-
ment benefits diminished by the fact that every worker’s
annual earnings record is increased by the average wage
gains received by all workers that year, whether they are
well paid or poorly paid.

Another consequence of indexing credited earnings to
wages up to age 60 is that each age cohort will have an
average benefit that is greater in constant dollars than
that received by previous age cohorts, because over a
lifetime, wage increases are greater than price rises.
Philosophically, this inequality can be defended on the
grounds that the wealth of the nation grew during
the working years of each cohort, thereby justifying the
enjoyment in retirement of some of the benefits of the
economic growth achieved during that cohort’s working
years. Of course, in a pay-as-you-go social insurance
system, current workers must pay the benefits of current
Social Security beneficiaries, just as the age cohort cur-
rently in retirement paid for the benefits—including any
growth dividend—of the previous age cohort.

Indexing: History and details. The United States cal-
culates inflation by identifying a “market basket” of
goods and services that a representative sample of urban
wage and clerical workers use and sending surveyors to
buy those goods in local stores. In 1972, when legislation
indexing Social Security was enacted, the only CPI meas-
ure was based on costs incurred by urban wage and
clerical workers; that measure became the basis for
calculating the Social Security COLA. In 1978, the BLS
established the consumer price index for all urban con-
sumers (CPI-U).Whereas the CPI-W samples the average
costs experienced by approximately 32% of
U.S. residents—families with at least one member in
the workforce—the CPI-U reflects the consumption of
87%. The population sample on which the CPI-U is
constructed includes retired individuals as well as pro-
fessionals, the self-employed, and unemployed individ-
uals. However, the Social Security law was never
changed to base its COLA on this index.24,26

Earlier critiques of the index questioned the appropri-
ateness of the CPI-Wmarket basket for older adults. For
example, it was often said that housing costs constituted
a significant part of the index, but many seniors owned
their homes, and some had paid off their mortgages.20,27

However, the most recent criticisms focus on the BLS
methodology used for both the CPI-W and CPI-U. The
surveys divide the market basket into 211 categories,
within which substitution is allowed as costs change,
but substitution across categories is not allowed. For
example, if porterhouse steak in the beef category rises
in price, the CPI permits substitution of top sirloin beef
priced more cheaply; similarly, price increases in costs of
brand-name prescription drugs will trigger the substitu-
tion of appropriate generic drugs. What is not allowed is
substitution across categories. Yet in reality, consumers
faced with higher beef prices will purchase more pork,
seafood, or chicken, which are in different categories.26

(Appendix A discusses an alternative methodology and a
third inflation measure.)

In response to this criticism, the BLS has done
research on a “chained CPI-U” (C-CPI-U) to learn
how relaxing the prohibition against cross-category
substitutions would affect the inflation measure. Over
time, the C-CPI-U would reduce the rate of increase.
Using data from 1982 to 2010, the C-CPI-U rose 0.3%
less on average each year than the CPI-W. For an
average Social Security monthly benefit of $1,200, the
reduction caused by using the C-CPI-U rather than the
current CPI-W would amount to $4 per month, but by
age 85, the average benefit would be reduced by 6.5%.
The compounded reduction is enough to make an
impact on lifestyle.24 By the time the beneficiary is in
his or her nineties (i.e., after 30 years as a beneficiary),
that benefit would be reduced by 8.4%, which would be
especially hard on those with no other source of
income.26

But how would adopting the C-CPI and the resulting
slow lowering of benefit levels affect Social Security? The
answer, using National Commission of Fiscal Responsi-
bility and Reform (Simpson-Bowles) 1999–2010 data,
was that it would reduce “Social Security’s 75-year
actuarial deficit … [of] about 2 percent of taxable pay-
rolls… by 0.5 percent of taxable payrolls.”24 Reduction
of the 75-year deficit by one-quarter through benefit
reduction would be a substantial step forward. It could
be parsed as a sufficient contribution by beneficiaries,
leaving the remaining 1.5% of taxable payroll to be
generated by measures that expand revenue from other
stakeholder groups.
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Critiques of the CPI-W or C-CPI-U. Two related
objections are made against using the C-CPI-U. One
criticism objects that an index based on the spending of
urban wage and clerical workers (CPI-W) is an inappro-
priate measure of the spending of senior citizens, because
most of them are no longer in the labor force. The Older
Americans Act of 1987 instructed the BLS to develop an
index that would better capture the real spending of
seniors. In response, the BLS began generating the
experimental consumer price index for the elderly (CPI-
E) based on the spending patterns of those 62 and older
in the CPI-U sample.28 The application of appropriate
weighting algorithms permitted the BLS to make statis-
tically valid inferences about the spending of elders.
Inflation estimates generated by the CPI-E for 1982–
2010 showed an average increase that was 0.27%
greater than the CPI-W on which the actual Social
Security benefit was based.24 A beneficiary retiring in
2015 with an average monthly benefit of $1,355
($16,260 yearly) would receive monthly benefits 8.9%
higher after 25 years if the COLA were calculated by the
CPI-E instead of the CPI-W, according to a Senior
Citizens League analyst using more recent 2015 data.29

The other objection rests on the practical effects for
older Americans of chaining either current index. The
chief reason for chaining the CPI is that it is a more
accurate measure of the average inflation experienced by
all consumers. But advocates for older Americans argue
that changes leading to lower COLA increases will only
exacerbate the current injustice in Social Security bene-
fits, because even the unchained indexes underestimate
inflation in health care costs born by older Americans.
They point out that the CPI-W and CPI-U do not reflect
differences between the average health care costs of
Social Security beneficiaries and those experienced by
younger populations (which dominate the measures in
the standard indexes). Although elders over 65 as an age
cohort have better health coverage than younger age
groups, patient cost sharing is a greater burden. In part,
that burden is because seniors disproportionately suffer
from disease and disability. But as health care prices rise,
the 20% copayment required byMedicare Part B and the
cost of the hospital deductible in Part A rise each year.
Moreover, the Prescription Drug and Medicare Mod-
ernization Act of 2003 instituted greater Part B pre-
miums for higher-income beneficiaries, even if they
do not elect prescription coverage under Part D.8

On average from 1982 to 2010, health care consti-
tuted 13%of spending by those 65 and over but only 5%
of spending by those younger than 65.24 Of course, there

is a great deal of individual variation in spending by both
groups and often very little real choice about purchases
of health care by those who face significant—and costly
—health problems. The “medical care” component in
calculating the CPI expenditure survey weights in 2009–
2010 counted for 11.6% of eight general groupings of
the 211market-basket categories for the CPI-E index but
only 5.7% of the CPI-W index that serves as the basis for
the Social Security COLA. The broader CPI-U, which
includes the unemployed and some retired persons, regis-
tered medical care as 7.1%. The cost of living rose at
greater rates in every component of both the CPI-W and
CPI-U than in the CPI-E, except for the medical care and
housing components, where the percentage increase in
medical care of the CPI-E was slightly greater than the
percentage increase in housing costs.26 Recent analyses
predict that by 2029, older middle-income seniors (those
with individual incomes in 2014 dollars of $25,001–
$74,298, excluding home ownership) will not be able
to pay for both health care and housing that provides
ongoing care needed to cope with limitations on inde-
pendent living.30,31

Proposal: An acceptable chained CPI
The problem with chaining any version of the CPI,

then, is how to protect older beneficiaries, whose minor
reductions in COLA increases to their monthly Social
Security benefit compound over the years. As explained
earlier, a reduction of only $4 monthly when a benefi-
ciary is in his or her 60s will compound over the years so
that some 30 years later, the reduction caused by chan-
ging to the chained CPI will be about 8.4%.26 Clearly,
reductions approaching 10% constitute a hardship.
Moreover, seniors in the oldest age ranges are especially
vulnerable. Some of these “old-old” will have outlived
other income sources; manywill face devastating bills for
health care and long-term care after Medicare and other
insurance has paid; and almost all will experience such
life-altering events as the death of a spouse or residential
moves that sometimes have significant financial
consequences.

Constraints and solution. Predicting who will face
these problems is impossible. Far from being a homoge-
neous age “class,” those who reach senior citizen ages
have had a lifetime during which to individuate them-
selves. If prospective identification of those who will be
harmed by a reduced benefit is impossible, then the best
alternative is to fashion an intervention for everyonewho
reaches an advanced age, when financial hardships are
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most likely to become manifest. Means testing to deter-
mine which elders are really being harmedwould destroy
the social insurance foundations of Social Security and is
therefore unacceptable. Means-tested Medicaid eligibil-
ity already creates an incentive for families to divest
elders of their assets; that behavioral response has no
place in America’s only pure social insurance program.
Thus, any change to the benefit by altering the COLA
must treat all similarly aged beneficiaries alike.

We also must make sure in the short term that we are
not jerking large amounts of money out of the economy.
On the other hand, policymakers must not forget the
fundamental reason for altering the COLA calculation:
to reduce long-term expenditures by Social Security in
order to reduce the potential impact of Social Security on
the U.S. deficit and thereby to forestall a likely political
crisis over shoring up an impending Social Security
insolvency in 10 to 15 years.

There is at least one solution that would generate
savings by reducing COLA increases while meeting the
constraints of protecting the “old-old” and avoiding
disruption to the economy. Legislation is needed tomake
the C-CPI-U the basis for COLA calculations. All of the
elderly would receive COLA increases at slightly smaller
rates. However, those who survive into their mid-80s,
when the reduced benefit can be expected to pinch the
finances of some, should receive a one-time 8% to 10%
boost in their monthly benefit. A bonus of this size would
increase the value of the benefit enough that continuing
to use the C-CPI-U for calculating the COLAduring their
few remaining years would put these old-old recipients in
the same unharmed position as new beneficiaries in their
60s receiving income for the first time. A plausible peg for
determining the age at which to award the benefit bonus
would be the year after beneficiaries reach the period life
expectancy measured at age 66, the eligibility age for full
retirement for those becoming eligible from 2008 to
2019.32 To be consistent with other federal policies, this
“survivor’s bonus” should be calculated using the com-
bined (i.e., average) life expectancy of both males and
females at age 66.

If fairness can be achieved for the most impacted
seniors by adopting this policy, it is important to make
explicit how this change could relieve the federal fisc.
Because the definition of life expectancy is the age by
which half of the population has died and half survives,
the first 15 years of any cohort’s survival constitutes a
source of pure savings by the amount generated by
shifting from the CPI-W to the C-CPI-U. Subsequent to
the bonus awards, there continue to be no benefits to

those who are deceased and those receiving the one-time
benefit boost continue to die. In 2017, only 9% of all
beneficiaries were 85 or older.33 Thus, the bonus is a
declining obligation on the part of Social Security.
Because use of the chained index continues, COLA
increases after the bonus generate lower increases than
the unchained CPI-W. (Survivors receiving the benefits
of those who received the increase and subsequently died
would continue to get the deceased’s full benefit, includ-
ing the one-time raise. Survivors getting the benefit
before the increase would have to wait for the boost
until their own age qualified them.)

Estimating savings. Our proposal, which balances the
need to reduce Social Security deficits and the constraints
of equity, has two parts, and both have programmatic
and macroeconomic effects. First, the proposal would
reduce the costs of OASDI by switching from the current
CPI-W to the C-CPI-U. Increasing the Social Security
benefit more slowly over time would reduce cost, but it
also would have an impact on the macro economy.
OASDI paid out more than $952 billion in 2017,34 in
an economy of $19.5 trillion.35 Program expenditures of
such magnitudes constitute a significant proportion of
the nation’s gross domestic product. Seniors and other
program participants have a high propensity to spend
their Social Security deposits, thereby generating further
macro-level spending. Thus, the proposal to slowly
lower benefits by using the C-CPI-U would slightly
reduce economic output and lead to a proportionate
reduction in OASDI income, but without shocks to the
economy. The second part of the proposal, to provide a
significant one-time COLA increase to survivors who
reach an advanced age, would increase OASDI costs, but
it would also generate positive economic activity that
would yield some additional income to the program.
Therefore, the estimate of the financial impact of our
proposal must consider both the cost and the income
effects of the separate parts of the proposal before they
are combined to produce an overall figure for the pro-
posal’s potential Social Security deficit reduction.

Estimating the total savings generated by changing
from the CPI-W to the C-CPI-U must account for both
changes to cost and changes to income to the program.
Such income and cost forecasts are difficult, because the
estimate of each is tied to the other and based on many
assumptions of social and economic behavior. Estimat-
ing these endogenous values requires estimates of macro
spending behavior that are beyond the general technical
analyses found in the literature. Fortunately, the Social
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Security Administration’sOffice of theChief Actuary has
published a number of technical reports in response to
legislation introduced in Congress that account for both
the cost and income effect of proposals.

In response to legislation introduced by Congressman
Xavier Becerra (D-CA), the ranking member of the Sub-
committee on Social Security, one report explored the cost,
income, and changing Social Security balances that would
result from switching to either the C-CPI-U or the CPI-E.36

(Appendix B shows how the C-CPI-U has tracked the CPI-
U over time.) Using the intermediate assumptions of the
Board of Trustees’ 2011 annual report, it found that
switching to the C-CPI-U resulted in lower costs relative
to income of 0.55% of taxable payrolls over a 75-year
period. The report also showed that income was reduced
by 0.03% of payroll, because of the effects of lower
economic activity on tax yields to Social Security. Com-
bining the lower program costs and lower Social Security
revenues resulted in a net Social Security deficit reduction
of 0.52% from switching to the C-CPI-U. Applying the net
reduction of 0.52% to the 75-year actuarial deficit of
2.22% of payroll37 produced an average 23.4% decrease
in the Trust Fund deficit. This estimate accounts for both
the cost and income effects of switching from theCPI-W to
the C-CPI-U using 2011 data.

To update the report to the present Trust Fund con-
dition, data from the Board of Trustees’ 2015 annual
report were used to calculate the cost savings if the
C-CPI-U proposal were adopted in 2014. The percentage
reduction for each amount in the proposal for the first
through 75th year was then calculated with the updated
cost, income, and balances from the 2015 report.

Figure 1 shows that as costs grew over time, the savings
from the C-CPI-U also grew. The average effect on
program costs of the savings from substituting the
C-CPI-U over the 75-year period is a reduction of
0.615% of taxable payroll. The income rate—that is,
lower tax yields—is relatively small and constant over
time, with an average program income reduction of
0.032% (Figure 2). Thus, the average balance over the
75-year period is increased by 0.583%of taxable payroll
(Figure 3), which is a savings of 21.8% of the actuarial
deficit (currently 2.68% of taxable payroll).

We find that the updated savings are in line with
previous estimates of the savings resulting from using
the C-CPI-U, but it is important to recognize that deficits
have increased over the last three years. These increasing
deficits actually create greater nominal savings for a
chainedCOLA.However, the reduction in the Trust Fund
balance and changes to the assumptions between 2011
and 2014 reduce the relative percentage savings from the
proposal. This unfortunate reduction in the relative cost
savings of switching to the C-CPI-U confirms the obser-
vation that the longer it takes to act, the lower the relative
benefit achieved by adopting the proposal will be.

The second part of the proposal recommends provid-
ing a survivor’s bonus to OASDI participants when they
reach an advanced age. We could not find any previous
analysis that provided a bonus based on cohort life
expectancy, but the Social Security Administration38 pro-
duced a report that explored the results of providing a 5%
one-time increase in benefits at age 85. This report found
that the one-time benefit increase would increase the
75-year actuarial deficit by 0.1% of taxable payroll based
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Figure 1. Cost Changes from C-CPI-U Proposal Intermediate Cost Scenario.
Source: Authors’ calculations using the Social Security Administration 2015 annual report and the Board of Trustees
2011 report.
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on the intermediate assumptions. Unfortunately, the
income and cost rate calculations were not shown in this
report; therefore,we could not update it aswedidwith the
2011 analysis, which applied the C-CPI-U uniformly.
However, it is likely that this benefit would not increase
significantly from the earlier time period, because many
of the changes that resulted in higher actuarial deficits
were due to macroeconomic assumptions reflecting the
recession and reduced long-run economic activity. In any
case, this 2011 study suggests that a larger 10% bonus
may reasonably be expected to increase the deficit by
about 0.2% of taxable payroll.

The overall effect of the twoparts to our proposalwould
be to reduce the actuarial deficit. If a 5% one-time benefit
were given to survivors sometime in their mid-80s and the

CPI is chained as discussed, the percentage reduction in the
actuarial deficit is estimated to be 18.0% over the 75-year
period. With a 10% benefit hike and the chained CPI, the
reduction in the deficit would reasonably be around
14.2%.These nontrivial savings can extend the Trust Fund
balance if the proposal is enacted in the near term. Of
course, the beneficiaries’ sacrifice must be matched by
sacrifices from other stakeholder groups in order to secure
the long-term financial solvency of Social Security.

Evaluating the proposal and other benefit cuts
This section addresses the reasons why adopting the

C-CPI-U combined with a one-time bonus for those
living to an advanced age is superior to other commonly
considered ways of cutting benefits. It continues the
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analysis in the discourse register that policymakers
use; later in the article, we directly consider “policy
feasibility” or, more bluntly, how these changes might
be “sold” to legislators and the public. Decision makers
are fully aware of the fact that the elderly have demon-
strated great resistance to changes in both Medicare and
Medicaid benefits in the past. Emphasis on the longevity
bonus for the old-old allows the proposal to be accur-
ately described as an enhancement to Social Security. The
perception is widespread among both the elderly and
experts that increasing numbers of Americans are living
to an advanced age, but they lack the financial resources
to sustain themselves late in life, when they are typically
most vulnerable.30,31,39 This proposal addresses the very
real public problem of impoverished very old Americans
while simultaneously serving as the cornerstone of a
compromise to secure Social Security solvency. The
change to the C-CPI-U, then, can be seen as the technical
financial tweak necessary to enable Social Security to
address these two pressing twenty-first-century needs.

This proposal to secure a contribution from Social
Security beneficiaries toward reducing the future Trust
Fund shortfall, while doing minimal harm to beneficiar-
ies, is something of a technical fix.40 Legislation address-
ing complex and controversial issues with automatic
“mechanisms” that are far from transparent to the gen-
eral public are common inMedicare and Social Security.
Medicare examples include the Prospective Payment
System that introduced diagnosis-related groups to hos-
pital finance and the even more recondite resource-based
relative value scale used to pay physicians. These systems
have remained in force for some 40 and 30 years, respect-
ively, which suggests that they were not abject failures.

An advantage of a “tech fix” is that few voters or
legislators will make the effort to understand it, but they
are generally happy to accept the technical authority that
it seems to embody. Once adopted, a tech fix removes
some vexed issue that needed fixing from the political
agenda for several election cycles or until negative con-
sequences become apparent. Sometimes a tech fix does
ameliorate the problems that its sponsors claim it
addresses, as we believe our proposal would do. The
trick is to make sure the technical fix is plausibly related
to the problem. In the case of debates about indexing the
Social Security benefit, it misses the point to argue
whether the C-CPI-U does a better or worse job of
capturing precisely the inflation experienced by retirees
than the CPI-W currently used. The fundamental issue
for Social Security is political: how to ensure the long-run
solvency of OASDI in order to maintain faith in Social

Security and solidarity amongworkers and retirees while
avoiding undue hardships for beneficiaries. Overcoming
this challengewill be easier if Social Security beneficiaries
and their advocates address the Social Security financing
problem while it is still relatively fixable.

Although it is useful to have teams of economists
refining ever more accurate measures of inflation, it is
important to remind ourselves that these measures are all
averages.Hence, they may do an excellent job of summar-
izing key indices of overall economic performance for a
nation, but even the best measures will not describe the
experience of most individuals. The truth of this observa-
tion is especially compelling for out-of-pocket spending on
health care by the elderly. (Health care and housing are the
only two spending categories in which, on average, elderly
spending increases exceed rates of spending by younger
Americans.) In the language of statisticians, the variance of
American consumers’ purchasing around the mean is
much too great to predict individual experience. Thus, in
2011, traditional fee-for-service Medicare beneficiaries
had median out-of-pocket costs of $3,595 and mean costs
of $5,041, but 10% had median costs of $10,426 and
mean expenses of $19,189.41 Thosewith a chronic disease
or disability are likely to fall into the high end of the
distribution of out-of-pocket costs year after year.

Sooner or later, supporters of the Social Security pro-
gramwill be forced to accept some reduction in benefits. A
change to the C-CPI-U is far superior to other options for
reducing future Social Security benefits, especially if bene-
ficiaries in their mid-80s receive the protection of a one-
time bonus. The alternatives include increasing the age for
the full benefit beyond 67, where it will be in 2025, and
means testing the benefit to reduce the amount received by
more affluent beneficiaries. Proponents of increasing the
age and means testing should be reminded that both of
these measures were adopted in the 1983 compromise,
when 67 was made the endpoint of a phased increase in
eligibility age and the Social Security benefit of more
affluent taxpayers began to be counted as taxable income.
Each of thesemeasures generated greater long-termdeficit
reduction than the other items in the 1983 reforms, with
the increase in age of full retirement amounting to 0.65%
of payroll and benefit taxation, 0.6% of payroll.20 The
new eligibility age is well known, but the institution of
means testing in the same legislation seems largely to have
escaped notice except by Howard,42 probably because it
has been categorized as a revenue increase.

The provision that earmarked the tax on half of some
Social Security benefits for the OASDI Trust Fund (and
later 35% of the remainder to benefit Medicare)
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constitutes the most efficient, effective, and just way to
means test an individual’s benefit. (Only half the Social
Security benefit is taxed, on the theory that double
taxation should be avoided: a worker’s contribution is
likely to have been taxed in the year earned, but employ-
ers’ FICA taxes typically count as a business cost and are
not taxed.) In 2018, taxation of Social Security benefits
generated $35.0 billion or 3.5% of OASDI income.16

If policymakers want to adjust pensions by recipients’
income (means testing), at least three considerations
make taxable income the ideal form of means testing.
First, the individual tax filer is only taxed if taxable
income exceeds $25,000 ($32,000 for joint returns),
thereby avoiding levies on lower-income beneficiaries.
Second, using the tax system to reclaim a significant
portion of more affluent recipients’ benefits is simple:
85%of the value of the benefit counts as taxable income,
leaving the progressive income tax to apply the appro-
priate marginal rate to the total personal income. More
affluent tax filers will pay higher taxes on their benefits.
Third, no process to determine which beneficiaries
deserve special consideration or what proportion of their
benefit should be taxed because of particular individual
situations is required. The tax code allows each tax filer
to establish his or her special circumstance through
deductions for health care expenses, charitable contri-
butions, business losses, state and local taxes, and so on.

Taxation is a very effective and fair way to means test
a cash benefit, but that approach is already almost
maximized. Those wishing to introduce further means
testing through the tax system might try to tax the
remaining untaxed 15% of the Social Security benefit.
To exploit all avenues for raising Social Security rev-
enues, the exemption of tax filers with incomes below
$25,000 or $32,000 from Social Security benefit tax-
ation could be reduced or even eliminated entirely. Nei-
ther of these measures would produce a large revenue
windfall. In particular, lowering the threshold is hardly
worth the effort and political pain that expanding the
taxable base would require. Because the threshold is not
indexed, over time, more and more low-income tax-
payers will have incomes large enough to trigger Social
Security benefit taxation. And, of course, most who live
on a small Social Security benefit and little else will
continue to be exempt from the personal income tax.

Introducing additional means testing outside of the
provisions for taxing the benefit would be a great mis-
take. Significant direct means testing of benefit payments
would create a grave dangers for the program in the long
term, because political support for Social Security

depends on the solidarity generated by the near-universal
enrollment in and need for Social Security.20 Moreover,
many of those who have relatively high incomes as
workers or early retirees have high rates of spending
and limited wealth, and therefore they are counting on
receiving the full Social Security benefit that they have
been promised. Families belonging to disadvantaged
racial or ethnic minorities, in particular, often have built
up less wealth even though their current incomes may be
large. To take away some of the benefit would also
unjustly penalize those who have been thrifty and may
not “need” the full benefit but are counting on it.

Further increases in eligibility age for the full benefit
should also be rejected. It would create an unfair hard-
ship for those whose work involves hard physical labor,
which often becomes increasingly difficult for workers in
their 50s and 60s to perform. Recent data using five
measures of poor health recorded at ages 55–57 and
58–60 showed that the age cohort that must wait until
66 to qualify for full benefits was in significantly worse
health than those who could retire at 65 or more than
65 but less than 66.43 Excess mortality as well as greater
population morbidity is becoming a problem in twenty-
first-century America. Experts are concerned about the
recent U.S. failure to maintain previous rates of increase
in American life expectancy. U.S. life expectancy rose in
tandem with average life expectancy in peer Western
European countries and Japan from 1960 to 1980, but
since then, it has lagged the increases in life expectancy of
our peers. The fact that “by 2005 U.S. life expectancy
had fallen nearly 2 years below the average life expect-
ancy inWestern European populations” led the Institute
ofMedicine to establish the goal of reaching “parity with
high resource peer nation averages” by 2030.44 Conse-
quently, many Americans forced to work to older ages
may be facedwith foreshortened time to enjoy retirement
with the full benefit.

Reflective Americans should also question pressuring
workers to remain employed longer, because of the
implications for what is already widely acknowledged
as our workaholic culture.45,46,47 The knee-jerk response
of raising the retirement age yet again to solve a relatively
small financial problem reinforces that stereotype. Per-
haps our greater per capita income should be used to
encourage and support U.S. citizens who choose pursuits
other than career and money making in the last phase of
their lives.

One idea to mitigate the impact of efforts to extend
workforce participation on those doing hard physical
labor might be to define eligibility for the full benefit
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by the number of years in the workforce (i.e., of Social
Security contributions) rather than by chronological age.
Many workers who perform taxing physical labor enter
the workforce as full-time workers at relatively young
ages; by this measure, they would qualify at younger ages
for full benefits by their long record of workforce par-
ticipation. In contrast, white-collar workers on thewhole
spend more time in education and out of the workforce
and would therefore typically be a bit older when they
qualify for the full benefit. However, thosewith extended
periods of unemployment and those who voluntarily left
the workforce to raise young children would be disad-
vantaged if work-years were substituted for age. Immi-
grants who arrive as adults would also be disadvantaged
if Social Security eligibility were no longer defined prin-
cipally by age.

Raising new revenues for Social Security

If benefits are to be cut by adopting the C-CPI-U as
part of efforts to eliminate the long-term shortfall in
Social Security revenues, increased revenues must make
up the rest of the deficit. The shared pain approach to
solving long-term Social Security insolvency requires
revenue increases that impact those who are not benefi-
ciaries. Fortunately, there is a much wider range of
untapped options for raising revenue than for benefit
cuts. The most obvious is to increase the 6.2% payroll
tax paid by both individual workers and employers.
Another is to require that the payroll tax be levied on
all earned income, as is currently the case with the much
smaller Medicare tax of 1.45% (2.9% combined
employee-employer tax). A much less drastic change in
the payroll tax is to make a modest increase in the
maximum amount of earnings on which the current
payroll tax is levied. Finally, following many precedents
in Social Security’s past, those with unearned income
could be regarded as a new class of eligible beneficiaries
allowing income up to the earnings cap to be taxed for
the benefit of theOASDI Trust Fund and subsequently to
be included in calculating an individual’s benefit.

In recent discussions of Social Security, raising the tax
rate on employees and/or employers is generally dismissed
on the grounds that the payroll tax is high enough. To
raise it further would push up employers’ cost to create
new jobs. Both job creation and no-new-taxes pledges are
the modern political shibboleth in the United States. Yet it
seems arbitrary to argue that a 12.4% combined payroll
tax is feasible but that 12.6% is impossible. Perhaps the

pursuit of long-term Social Security solvency in a context
of shared pain might allow 0.1% to be added to employer
and employee payroll taxes.

In contrast to reluctance about suggesting payroll tax
increases, the idea of eliminating the maximum taxable
earnings cap is often proposed by those who see such a
measure as serving both to shore up the Social Security
Trust Funds and to reduce income inequality. Levying
the payroll tax on all earned income would substitute a
flat tax on all wage and salaried employees for a regres-
sive tax that takes a higher proportion of income from
workers earning less than $132,900 (in 2019) than from
those exceeding the taxable income cap.48 To attack
income inequality in America by levying the Social
Security payroll tax on all earned income betrays a
misunderstanding of both the inequality that is targeted
and Social Security’s financing. Unearned income such as
rent income, royalties paid to authors and performers,
investment earnings, and a host of other income streams,
including income generated by inherited wealth, are the
source of a considerable portion of income inequality but
escape Social Security payroll taxes.

In addition to doing little to reduce income inequality,
eliminating the cap on taxing earned income would also
erode thewidespread support that Social Security has long
enjoyed. Imposing a tax of over 12%on top of federal and
state personal income taxes on dollars that are already
subject to the highest marginal income tax rates would
reduce the value to the employee (and employers) of any
wage increase forwell-remunerated professionals, the self-
employed, and skilled employees suchas computer coders.
Some of the affluent object to current Social Security
contributions on the grounds that the individual can
secure a higher return for their coerced contribution by
investing it themselves.40,49 This objection would become
muchmore compelling if the limit on taxable earningswas
entirely eliminated. The proposal both violates the social
insurance principle that all economic classes should bene-
fit from the program and creates a strong incentive for the
affluent to advocate against compulsory participation in a
program whose taxes would become much greater than
any benefit that could possibly be received. Moreover, all
those receiving wages and salaries already pay the Medi-
care tax on all earnings. For those in the tax brackets
starting at $200,000 (single) and $250,000 (married filing
jointly), there is an addedMedicare supertax to help fund
the Affordable Care Act (ACA).

However, a less drastic change that would not greatly
threaten the principle of solidarity would be to increase
the indexed cap on taxable earnings by some modest
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amount. Currently, the cap is calculated to tax 84% of
wages and salaries; it used to tax 90%50 or more.40 A
return to 90% or a modest increase of 10% would need
to be phased in over a multiyear period to avoid disrupt-
ing household budgets and to make it more palatable.
Raising the cap even by a small percentage could gener-
ate considerable revenue, especially if paired with the
next alternative.

The last source of additional revenues requires asking
why Social Security must depend entirely for its funding
on taxing wages and salaries (and taxing benefits). In
principle, there is no reason why unearned income of
those required to pay personal income tax should not
also be taxed up to the earnings cap to contribute to the
OASDI Trust Funds. Taxing this income is in keeping
with a long tradition in the expansion of Social Security
to cover population categories that had not previously
been included.When Social Security began, it wasmainly
for industrial and commercial workers.51 Paid farm
labor, for example, was initially excluded but added
early in the program’s history. Especially when add-
itional revenue was needed, new categories of workers
were added. Thus, the 1983 provisions mandated the
coverage of newly hired federal employees and most of
the remaining uncovered employees of nonprofits.18,20

Because new employees generate immediate revenue but
earn benefits that are paid years later, past coverage
expansion has between particularly useful for its impact
on revenue in the earlier years of the 75-year horizon.

However, inclusion of unearned income in calculating
taxable earnings would have its largest effect in increas-
ing the taxable income of workers currently covered
by Social Security rather than increasing the number of
potential beneficiaries. Moving a greater amount of
taxable income closer to the cap on taxable income
would produce more revenue to redistribute to lower-
paid workers throughout the 75-year horizon, because
benefits paid by the Trust Funds are progressive, with
lower-income beneficiaries receiving a higher proportion
of their contributions than those with higher taxed
incomes. Thus, this distribution of additional revenue
pushing employees closer to the taxable maximum is
exactly the revenue source that the Social Security actu-
aries would find most useful.20 Of course, those whose
unearned income is added to wage and salary income for
purposes of the Social Security tax would still receive the
benefit of more dollars than lower-income beneficiaries
or what their wages alone would have generated, and
those dollars would enjoy the critical COLA protection
against price inflation.

Expanding the taxable income base by including
unearned income would not be technically difficult or
expensive. Unearned income is easily reported (along
with verifiable documentation) on the personal income
tax filings for the previous year, just as theW-2 employer
report already includes the amount of Social Security
payroll taxes paid. Individuals with incomes so low that
they do not have to pay any tax should be exempt, even if
they file in order to collect the earned income tax credit.
Because there is no employer, unearned income would
only be taxed at the 6.2% rate rather than the combined
12.4% for wages and salaries. To reflect this difference
between earned and unearned income, some adjustment
that reflects the proportion of their contribution that
lacks a matching employer contribution would need to
be made in calculating the benefits of retirees. With only
the potential beneficiary’s half of the Social Security
contribution coming into the Trust Fund, it would seem
most logical that these contributions would boost the
ultimate benefit by half of that generated by wages and
salaries paid in the same year.

Discussion

The preceding pages have explained a carefully
reasoned and fact-based path to a new compromise that
would maintain the solvency of Social Security for the
remainder of this century. The first section was devoted
to explaining our innovative proposal for restructuring
benefits to create significant savings while protecting the
oldest beneficiaries. Its length was required both by the
technical nature of the proposal and by our desire to
provide important information about Social Security
that is largely unknown or underappreciated. However,
we regard our more succinct review of the alternatives
for raising revenues to be equally important.

The largest portion of the new resources necessary to
ensure Social Security solvency must come from increas-
ing revenues rather than savings generated by reduced
benefits; therefore, it is important to consider long-term
effects in choosing which revenues to expand. In par-
ticular, supporters of Social Security must be careful
not to undermine the fact that almost all Americans
need Social Security to guarantee an adequate, if
not comfortable, income in old age and for protection
against disability during working years. The fact that
everyone pays something for these protections but
nobody suffers confiscatory taxes is the reason why
social insurance programs—Social Security and
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Medicare in the United States—received and subse-
quently have retained such broad support that the pro-
gram’s opponents do not openly propose their
abolition.52 In contrast, health care coverage under the
ACA is fragmented among employment-sponsored
health insurance, Medicare, expanded Medicaid, and
the new subsidized markets for the purchase of health
insurance and continues to be attacked 10 years after its
enactment. Yet the ACA now seems to be gaining public
support.53,54

Thus, our comprehensive review of options for
increasing Social Security revenue suggested a mix of
modest increases in the taxable earnings cap, a small
increase in the payroll tax, and the collection of the
individual payroll tax on the unearned income of those
whose wages and salaries alone do not exceed the max-
imum that is subject to the Social Security tax.

Political feasibility
Of course, any Social Security legislation that can be

enacted in the first half of the next decade must be
politically feasible. Policy adoption involves several ana-
lytically identifiable, concurrent development paths;
Kingdon55 recognizes three: the policy, political, and
problem streams. The first involves developing policies
that can be presented to other policy experts, think tanks,
and legislative staffers as plausible ways to address a
public problem. The second involves advocating some
policy to the broader audience—legislators, advocacy
groups, lobbyists, and the public. If the longevity bonus
is budget neutral or part of a plan to generate savings,
this larger audience can be expected to provide political
support for a policy proposal that aids the oldest bene-
ficiaries, who are presumed on the basis of good evidence
to be deserving.

Skeptics might easily ask, why devote so much effort
honing a proposal for Social Security reform now? In this
hyperpartisan atmosphere with the party that struggled
so hard to defeat Social Security in control of the senate
and the presidency, such a specific policy proposal might
easily be considered a waste of time.40 This challenge
needs to be met on two levels. One is an analysis of
political and institutional factors that could potentially
constitute sufficient conditions to generate a shared pain
compromise. (It would be sheer lunacy to claim to outline
the necessary conditions for such a transformation,
because the real world of contingency can never be so
constrained—Hempel’s covering-law theory to the con-
trary notwithstanding.56,57) The other explanatory level

of political feasibility is in terms of the conceptual frame-
works developed by policy analysts observing patterns
and regularities in policymaking.

An important first step is to explain how we view our
study of Social Security. We have focused on the tech-
nical problems of outlining a practical compromise and
only intimated in the preceding sections why political
actors might be willing to adopt our plan. In terms of
Kingdon’s56 well-known conceptual framework, we
have labored to produce and defend a feasible technical
policy that responds to the problem stream and
constraints relevant to the specific provisions of our
suggested compromise. We have not felt it useful simul-
taneously to respond to the demands generated by the
politics stream. Nor, up to this point, have we speculated
about “open windows” when contemporaneous, some-
what independent problem, policy, and political streams
converge to move an issue and its possible policy and
political solution onto the agenda for likely government
action. Of course, items seriously on the government
agenda sometimes—perhaps often—fall off the agenda
without any fundamental action being taken. (The
“repeal and replacement” of the ACA by the 115th
Congress provides a telling example.)

Situational factors. Three considerations suggest that
conditions in the mid-2020s might produce an opening
for a well-crafted policy proposal such as the one we
offer. One barrier to change in Social Security is the
adamant opposition of powerful interest groups.
Attempts to change Social Security or Medicare benefits
run up against a classic case of concentrated costs and
diffuse benefits. As younger age groups still in the work-
force struggle to maintain their position in a precarious
economy, advocates for elderly Americans can no longer
dominate the political landscape as they once did. For
good reason, changing the benefit structures of these
social insurance programs used to be considered the
“third rail” of politics—touch it and you were politically
dead. Yet President George W. Bush’s Prescription Drug
Act of 2003 and the numerous political sallies by Paul
Ryan suggest that altering entitlements is no longer
unimaginable, even if neither is still in Washington.
Political actorswill have to be very cautious in navigating
these rapids in the political stream.

Although the public is generally reluctant to embrace
provisions that raise revenues or cut benefits in such
programs as Social Security, the greatest resistance to a
shared pain compromise will undoubtedly come from
interest groups representing the elderly who fear benefit
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cuts. Some of these groups, such as the National Com-
mittee to Preserve Social Security and Medicare, built
themselves as fierce resisters of any attempt to restrict
benefits.58,59 However, wiser heads among the “Gray
Lobby”60 may come to accept the fact that entitlements
are no long politically sacrosanct, as explained earlier.
The longevity bonus for the very aged provides just the
sort of sweetener that reasonable advocacy groups can
emphasize in their very public grudging acceptance of
negative changes in benefits as part of a broader com-
promise that promises long-term solvency. An increased
willingness by the public to question long-established
entitlements will likely generate a response—however
reluctant—by elderly interest groups that will allow
some consideration of changes in Social Security. This
dynamic constitutes a change in Kingdon’s political
stream; the worsening federal financial picture that has
developed only recently, on the other hand, alters the
problem stream.

Seniors’ interest groups also need to be very sensitive
to the fact that as the federal government is forced to pay
increasing amounts in interest on a rapidly growing debt,
resurgent deficit hawks in both parties will demand some
visible action to address the increasingly troubled federal
financial problems. The magnitude of the federal finan-
cial problems was not widely recognized at the time of
this writing (prior to the 2018 midterm elections), but it
will become readily apparent in the first half of the 2020s
unless there is uncharacteristic and forceful legislative
intervention. According to the New York Times, the
current federal budget involves spending $800 billion
more than revenues, based on Congressional Budget
Office analyses; next year’s deficit will exceed $1 trillion
according to the Office of Management and Budget.61

The Trump tax reform legislation, which cut the
standard corporate tax rate from 35% to 21%, led to a
one-third decline in federal receipts from corporate
profits taxes in the first half of 2018 compared with
the same period in 2017, despite the booming economy.
The legislation also increased the ability of corporations
to offset taxes on earnings with investment spending.
Moreover, companies holding overseas earnings are
allowed to repatriate them by paying the tax on them
over eight years.14 Yet on the individual side of the
federal revenue ledger, wage gains have hardly exceeded
inflation,62 although in early 2019, the wage picture was
beginning to look a little brighter.

The president has suggested that his unexpected deficit
in federal revenues will be made up by increased income
from his new tariffs levied in pursuit of trade wars.

However, only about $5 billion will be generated by the
new tariffs promulgated by the beginning of August 2018
(on top of $35 billion that the Treasury would collect
without the new, higher tariffs). Using the tariff rates
mentioned for all new tariffs the administration has
threatened and assuming (pace reality) that Americans
would continue to buy themuchmore expensive imported
goods in the same volume, theNewYorkTimes estimated
that new revenues would amount to some $135 billion a
year.62 At the same time, the administration is proposing
new spending for subsidies to farmers hurt by the presi-
dent’s trade war ($12 billion) and the proposed space
force ($8 billion for starters).14,63 If those budget-busting
expenditures are still speculative, increases in military and
nonmilitary spending passed this year will total $94
billion; if incorporated in next year’s budget, those
increases will grow to $139 billion.62

The third consideration suggesting that political act-
ors may feel forced some time in the 2020s to pry open a
window for restructuring the Social Security benefit is the
logic implicit in a largely unheralded change introduced
in the Tax Cuts and Jobs Act of 2017 (P.L. 115-97).
Although it has received almost no attention in the
media, the Tax Cuts and Jobs Act mandates that tax
authorities begin using the C-CPI-U.64 The CPI-U, for
example, has long been used outside of Social Security to
define inflation-indexed thresholds, including the brack-
ets defining marginal tax rates. Because the C-CPI-U
more accurately represents prices and consumption by
the U.S. urban population, adopting the chained CPI can
be justified as a technical correction that closes unin-
tended loopholes in tax law, entitlement programs, and
other inflation-sensitive aspects of federal policy. Chain-
ing the CPI results in decreasing inflation-driven
increases in tax brackets and therefore imposes higher
marginal rates on taxpayers as their income rises. Over
time, filers’ taxable incomes will move into higher tax
brackets more quickly than previously; consequently,
federal revenues will rise more rapidly than under
current law. The Institute on Taxation and Economic
Policy (2017) forecasts that lower increases in tax brack-
ets will begin affectingmiddle- and upper-class taxpayers
by 2025, but the act’s effects on the inflation-adjusted
thresholds of the earned income tax credit will begin to
reduce that critical subsidy for more than 20% of low-
income childless workers in 2019.

In effect, then, the same legislation that cut marginal
tax rates for the next eight years enacted a tax increase
over the long run. For older Americans and their advo-
cates, who generally oppose any change in the benefit,
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this change in tax law is a likely harbinger of future
legislation that will extend the chained CPI methodology
to Social Security and other domestic entitlement and
welfare programs. Deficit hawks, who decry the rising
costs of entitlement programs, will argue that chaining
the CPI index is a logical extension of the principles
already incorporated in tax law.

This subsection has pointed out observable factors
in the current political environment that could embolden
political actors to address the vexing but ultimately
tractable issue of long-term Social Security solvency.13

We first noted that the “third rail” of politics now carries
much lower voltage than it did 40 years ago. This
development is much more conducive to opening nego-
tiations than the situation that faced Congress and Presi-
dent Reagan in 1983. The financial problems facing the
federal government in the next decade provide a power-
ful incentive to open this policy window. Social Security
solvency provides political actors with a very visible
opportunity to be seen chipping away at the federal
deficit. The third factor, adoption of the C-CPI-U for
income taxes, ought to lead advocates for the elderly to
enter into negotiations to avoid the devastating conse-
quences for the old-old if Congress extends the same
principles used in the tax reform legislation to Social
Security benefits. Accepting a restructured benefit that
protects older Social Security beneficiaries by providing a
one-time longevity bonus but still reduces Trust Fund
outlays allows advocates to insist on increases in rev-
enues that can achieve sustained Social Security solvency,
thereby eliminating the basis of future demands for
benefit cuts.

We believe that together these three prominent features
of the current social, economic, and political situation are
sufficient to lead to fruitful negotiations over Social Secur-
ity solvency, but we make no privileged claim for them;
other analysts might point to other factors. Indeed, the
recognition of the potential for punctuated equilib-
rium56,65 and big bang enactment66 in agenda setting
and policy adoption means policy change could easily
emerge from entirely different background conditions.
We must now turn from the uncertain exercise of speci-
fying potential paths to political feasibility at the level of
observable phenomena to analyze the nature and breadth
of the proposals that we have made. Fortunately, this
“theoretical” turn is made easier by a new conceptual
framework from a leading analyst of the policy process.

Relevant conceptual frameworks. Relating our pro-
posals for Social Security solvency to the theoretical

literature in political science will complete our effort to
produce a comprehensive proposal. It is impossible, of
course, to undertake a thorough review of the rich
and theoretically acute policy literature, but we have
already shown that our proposals belong to what
Kingdon56 usefully calls the policy stream. The previous
subsection broadened our effort by indicating aspects of
the current empirical situation thatmightmake action on
the important issue of solvency possible in the 2020s.
Next we will show how our policy arguments made
earlier in this article are appropriately grounded in
“the argumentative turn.”67 Our principal task in this
subsection, however, is to show the connections between
our proposals, the empirical situation, and theoretical
frameworks for understanding policy change. More spe-
cifically, how does the likely 2020 political environment
outlined here fit into the best thinking about possible
action if a policy window opens? Fortunately, a new
volume by Carolyn Hughes Tuohy67 incorporates and
builds on older policy writing. Her book has the advan-
tage of focusing on what emerges when policy windows
open, covering both enactment and implementation.

Earlier in this article, we repeatedly expressed concern
about the possibility of eroding the solidarity that elicits
support for social security from all socioeconomic
classes. This constraint contrasts with technical con-
straints on seeking Social Security solvency, such as the
75-year time horizon and measuring solvency by taxable
payroll. Majone68 emphasized the importance of policy
constraints that come into prominence over the long
term. Our repeated references to the importance of
maintaining solvency to sustain political support over
the years provide an excellent example of this kind of
constraint. No one program change is likely to destroy
solidarity forever, but many small changes inimical to
solidarity will foster the spread of the ethos ofmaximized
self-interest that can be the death knell of social insur-
ance. Thus, the solidarity constraint is subject to a certain
degree of flexibility, which Majone recognizes as its
“probabilistic” character, but our arguments never sug-
gest trading it off at the margins for some other good.

That observation is important to Majone,69 who
challenged Herbert Simon for suggesting that the goals
of policy amount to just another constraint. Goals,
Majone points out, are utilities that can be traded off if
greater utility can be attained through some alternative
policy mix. However, constraints lose their meaning if
they are not inviolable at some fundamental level.69 An
example of a goal that would supplant our effort to
achieve Social Security solvency would be enactment of
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a significant carbon tax earmarked for Social Security
and Medicare and thereby rendering Trust Fund solv-
ency a nonissue. In such a circumstance, maintaining the
constraints of social solidarity and universal belief that
individuals earn their benefit would be as important
as ever.

The arguments for our policy proposals repeatedly
use threats to solidarity as a compelling reason to favor
one kind of revenue increase over another. In Section 1,
we undertook the more difficult task of developing a
workable benefit cut that would not harm the most
vulnerable elderly and would not provide a shock either
to the budgets of individual Social Security beneficiaries
whom it affected or to the economy as a whole. While
reflecting these self-imposed constraints, the policy goal
that our benefit proposal achieved is appropriately flex-
ible. Specifically, we suggested a one-time increase of 8%
to 10% for beneficiaries of an advanced age, but the
proposal leaves the details to policymakers at the time of
enactment. Similarly, our proposal suggests the general
idea of a one-time increase and illustrates it with a
specific principle (achievement of average life expectancy
at the time new beneficiaries become eligible for full
benefits), but again, the details invite dealmaking in the
enactment process. Thus, we have been very clear about
the distinction between policy constraints and policy
goals in formulating our policy proposal for a benefit
cut and engaging in the discussion of revenue increases.

This reflection on the nature of our arguments for a
comprehensive effort to achieve Social Security solvency
prepares us to better understand the opportunity that a
policy window might open in the first half of the 2020s.
Tuohy’s review67 of health policy developments in the
Netherlands, the United Kingdom, the United States, and
her native Canada from 1980 to 2018 convinced her that
differences in the pace and scale of policy change define
the most important differences in policies on the govern-
ment action agendas when a policy window opens. (The
failed Clinton health reform is one of her case studies, so
enactment cannot be a criterion for the existence of a
policy window worthy of study.)

Tuohy67 uses the two dimensions of pace and scale to
create a fourfold table for classifying the policymaking
strategies that are most likely to emerge in different
political and policy environments (Table 1). Incremental
change strategies have been recognized as the most
common policy path in the U.S. legislative process since
David Lindblom69,70 first highlighted the similarity
between this sort of policy process and markets.
In Tuohy’s framework, incremental strategies are

characterized by their small scale and slow pace—that
is, a series of small changes aremade over time, and those
changes do not typically remake fundamental policy or
transform institutions. An example of an incremental
health policy is the 2004 change in Canada’s Medicare
policy emerging from a meeting of the federal and pro-
vincial prime ministers that only enlarged funding and
adjusted intergovernmental responsibilities but made no
attempt to take advantage of a genuine opportunity for
fundamental reform.None of the three U.S. health policy
cases that she studied is classified as incremental.

The antithesis of an incremental strategy (diagonally
opposite in Table 1) is the big bang change, a major
innovation that occurs all at once. Tuohy’s examples of
big bang change are the founding of the British National
Health Service (1945–1946) and the Clinton health
reform (1993–1994) that failed in Congress. Small
changes that happen all at once—small scale, fast
paced—are characterized as mosaic strategy (rather than
incremental, which implies that separate small changes
occur over time). Her U.S. examples are the enactment of
Medicare and Medicaid in 1965 and the ACA (2009–
2010).

The diagonal opposite of mosaic policy strategies are
blueprint strategies, which are gradual in pace of change
but large in scale. Blueprint policy strategies appear to be
rare in health policy: Tuohy only has one case fitting this
cell in Table 1, the turn toward universal managed
competition in theNetherlands, which unfolded between
1987 and 2006. Blueprint strategies are possible when all
relevant parties agree to the planned program, the coali-
tion in power can count on controlling the policy adop-
tion process (including overcoming attempted vetoes),
and new institutions and operating program need to be
established. While few health policies that would qualify
as blueprint strategies come to mind, this alternative to
the ad hocery of incrementalism achieved modest atten-
tion in the U.S. policy literature when the federal gov-
ernment enjoyed the capacity and sufficient popular trust
to aspire to large achievements such as landing a man on

Table 1. Policy strategy type by scale and pace.

Scale

Small Large

Pace
Gradual Incremental Blueprint

Simultaneous Mosaic Big bang

Source: Authors’ adaptation of Carolyn Hughes Tuohy, Remaking
Policy: Scale, Pace, and Political Strategy in Health Care Reform
(Toronto: University of Toronto Press, 2018), Figure 1.1, p.14.
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the moon.71 Doubters might object that the blueprint
that was followed in reaching the moon was implemen-
tation of an executive and legislative commitment made
at a specific and concentrated period of time. Yet Tuo-
hy’s classification includes implementation, which leads
the reader to infer that executive direction of the contin-
ual changes in a complex technical implementation pro-
cess necessary to land on themoon and return qualifies as
a case of blueprint policymaking in the United States.

Our proposals for Social Security solvency seem to
qualify as “mosaic.” The proposal is certainly small
scale: it should be planned to raise no more than the
funding necessary to ensure Social Security solvency over
the next 75 years with enough reserves to withstand
severe and lengthy economic hardship. Some of the
revenue provisions will need to be phased in to allow
individuals and employers to adjust, but spacing and
delay in implementation are not disqualifying for mosaic
policy strategies. The ACA counts as a mosaic strategy,
despite major provisions, such as the health insurance
marketplaces that only became operational four years
after enactment and other provisions that took even
longer to go into effect. Perhaps the major objection to
considering as mosaic the solvency proposals or a shared
pain compromise that embodied them is that the scale is
so much smaller and the change so much less fundamen-
tal than either passage of Medicare and Medicaid in
1965 or the ACA. Yet classifying a shared pain com-
promise as incremental would require that it be a series of
acts of policy adoption moving toward the goal of
solvency in successive limited comparisons of possible
target revenue or saving streams and the funding needed
to stave off insolvency for the next few years.

Perhaps classification according to the Tuohy scheme
depends on the background against which the policy is
assessed. A shared pain policy addressing the issue of
Social Security solvency might clearly be mosaic in the
context in which we have proposed it, but simultan-
eously it could function as an incremental part of an
effort to chip away at the ever-changing budget difficul-
ties that will face the United States in the next decade.
Similarly, adjusting the inflation index by adopting the
C-CPI-U might be considered incremental, because that
action extends the logic already in current tax law. Thus,
how to classify a new policymay depend on the narrative
that the analyst gives: what is regarded as the problem to
which the policy is a response and how final or adequate
is the policy for that problem definition.

The previous subsection listed three factors—entitle-
ments’ declining immunity from criticism, increasing

concern about federal deficits, and extension of chaining
CPI-U calculations—that together might allow a policy
window to open for legislation on Social Security solv-
ency in the 2020s. A fourth consideration—the actual
policy proposals—must play a major part in determining
which strategy cell best fits the objective conditions gen-
erated by the interaction of the three factors. Throughout
this essay, we have talked about the shared pain necessary
for an adequate compromise that will eliminate the solv-
ency issue. But how the pain is felt matters a great deal.
The ideal pain is one that occurs far enough in the future
that those who will suffer find it hard to imagine or may
not even be identifiable at the time of policy adoption. It
also helps to overcome reluctance to accept pain if its
cause, such as chaining the inflation index, is so arcane
that few beneficiaries will understand what might happen
in future. Both of these considerations should help to
mitigate resistance by Social Security beneficiaries to the
proposed benefit restructuring.

In contrast to the concentrated costs of benefit cuts,
two of the proposed revenue increases—raising the pay-
roll tax and cap on taxed earnings—would have modest
impacts on most workers’ incomes. Therefore, negoti-
ators can hope that opposition to raising revenues will be
limited, if the future problems of Social Security or the
federal budget difficulties in the next decade can stifle an
immediate outcry of “no new taxes.” Legislation enact-
ing these two revenue increases should ensure that they
do not begin at the same time, because some individuals
paying the payroll tax and all employerswill be subject to
both kinds of increases. Ideally, an increase in payroll
taxes of 0.001%,whichwould raise the greatest revenue,
should begin the year after enactment. Perhaps to ease
the burden on employers, it ought to be implemented in
two portions. Increasing the threshold on which the
payroll tax is levied could be phased in over three to five
years, perhaps staggered to avoid threshold rises in years
with payroll tax increases.

The third proposal, requiring individuals to pay the
same payroll tax (currently 6.1%) on unearned income
up to the Social Security tax cap, is politically dicey. The
most compelling arguments for extending both the tax
and Social Security benefits to all income rest on the
fairness of treating all incomes equally if benefits are
increased commensurately and the pressing need for
adequate revenue to end the threat of Social Security
insolvency. The political actors involved in forging the
shared pain compromise will have to determine whether
expanding the Social Security payroll tax to unearned
income is possible in the political situation that they face.
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Perhaps, like the age qualification for the full Social
Security benefit, taxing unearned income will need to
be phased in slowly over 20 or 30 years.

Income and health
This article began by pointing out two reasons why

Social Security is an important social determinant of
health in the United States: its benefit constitutes a
significant portion of the income of most older Ameri-
cans aswell as those unable towork because of long-term
disability, and it provides the only guaranteed protection
against the ravages of inflation in the United States.
Indeed, it is difficult to imagine any social determinant
of health that does not involve money in some way. The
U.S. Centers for Disease Control and Prevention men-
tions “life-enhancing resources” and economics in the
definition of social determinants quoted at the beginning
of this article.4 Yet adequate income and wealth are not
prominent in discussions of health, perhaps because the
disciplines of economics and public health are too often
compartmentalized in separate silos and largely taught in
different university colleges. In light of the fact that
income maintenance is not commonly discussed in rela-
tion to health, the final paragraphs of this discussion
return to the claim that preserving adequate benefits
under Social Security is relevant to health policy.

Policy analysts who study the connections between
poverty and health often substitute the somewhat reified
concept of “socioeconomic status” for “poor” or “low-
income.” The usual measures of socioeconomic status
are income (or, less commonly, wealth, an important
variable influencing resiliency in the face of economic
hardship) and education: both income and education are
indicators of “social status.” However, that last term
also suggests social or cultural prestige or ranking in
society.72 Although they often go together, counter-
examples show that the three dimensions are conceptu-
ally independent and occur empirically in varied mixes.
Themafia don, who has great power andwealth but little
formal education and low general social status despite
the deference of cronies and the underworld more
broadly, is a vivid example demonstrating the less than
total correlation of the elements constituting socioeco-
nomic status. Although salaries of college professors
used to be much lower in comparison with population
averages than they are at present, in an era when few
people even earned a bachelor’s degree, faculty at the
many colleges in small towns throughout America
often enjoyed local prestige. The problem of poverty
among destitute aged college professors was so great

that long before President Franklin D. Roosevelt initi-
ated Social Security, the Carnegie Foundation for the
Advancement of Teaching responded by establishing
the nonprofit Teachers Insurance Annuity Association
of America in 1918 to foster pension plans in colleges
and universities.

Researchers have found significant associations
between poor health and each of the elements of socio-
economic status—income, education, and social sta-
tus.73 Low education levels are highly correlated with
poor literacy, but measures of the narrower notion of
“health literacy” in a population are often even lower
than general literacy. Lower social status has been asso-
ciated with greater stress and low self-esteem and their
myriad sequelae. (Anecdotally, it would appear that
mafia bosses have shorter lives than the general popula-
tion, but that effect may be the result of imprisonment,
with its multiple unhealthy consequences.) A recent well-
designed state level study revealing a relationship
between income and one major cause of death showed
a significant inverse correlation between increases in
states’ minimum wages (2006–2016) and age-adjusted
suicide rates.73 An analysis of a 2014 nationally repre-
sentative survey revealed that those 65 and older needing
long-term services and supports in greater amounts in
order to avoid institutionalization find it difficult to pay
for them for any lengthy period of time; the financial
problem was greatest for singles and those 85 and
older.39

For this article, establishing the connection between
financial poverty and poor health is sufficient to support
our argument that Social Security and its continued
solvency for the rest of the century is an important social
determinant of health. Yet it is important to note that
Social Security is also relevant to social status. Social
Security has always been framed as a benefit earned by its
recipients through monthly payments during their work-
ing lives. Emphatically, it is not “welfare” in the peculiar
sense of a “handout” or charity that prevails in American
discourse: avoiding that stigma (which can lead to low
self-esteem or even self-loathing) is a defining character-
istic of social insurance. It is true that, on average, low-
income workers will receive a greater proportion of
contributions by them and their employers than those
with higher wages and salaries. However, the role of
Social Security in redistributing incomes has always
remained in the background. The need to continue
broad-scale support of Social Security as it exists (per-
haps with provisions to broaden the individual contri-
bution to include unearned income) was critical in the
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evaluation of proposed avenues for increasing revenues
earlier in this article. The touchstone for keeping every-
one’s contributions modest in relation to the individual’s
income preserves the ideal of social solidarity and the
promise of continuing political support generated by
communal feelings of shared values in support of an
earned benefit.

The connection between income and health is both
direct and mediated. The most obvious unmediated
connection in societies that have evolved beyond sub-
sistence farming is the necessity of income (including
transfer funds such as the SupplementalNutritionAssist-
ance Program or SNAP) to procure food in amounts
sufficient to forestall starvation. Clear examples of the
relevance of income for health that are mediated by
intervening variables are the necessity of funds to pay
for electricity or other fuel required to survive extreme
heat and cold and to enhance healthy nourishment by
food preservation (refrigeration) and preparation (cook-
ing). Heat waves are notorious for causing death among
isolated elders and those who lack air conditioning. But
environments in extremis are not necessary for poverty
to cause death. A lifetime of bad eating habits and little
exercise often leads to obesity and its comorbidities such
as high blood pressure, diabetes, and cardiovascular
compromise.

It is a mistake to focus exclusively on individual
behaviors. Neighborhoods in which the poor are con-
centrated often become “food deserts” where stores
selling fresh produce cannot be found. With transpor-
tation costly in terms of money and time, such popula-
tions often have no option other than to consume the
cheap processed foods of little or no nutritional value
sold in neighborhood convenience stores or bodegas.
Providing individuals with more education about
healthy eating does little good if the availability of
nutritious foods is lacking. Low-income persons who
receive support from disability, old-age and survivor
pensions, or the Veterans Administration have ongoing
income streams that enable beneficiaries to act more
like middle-class consumers; they are the sort of con-
sumers needed in larger numbers to support supermar-
kets in their neighborhoods. Thus, maintaining the
modest incomes of those living in poor neighborhoods
who have spent years working or in military service is
an important step in addressing the community-wide
problem of providing the demand necessary to sustain
markets for healthy food, private medical care, drug
stores, and other neighborhood commercial enterprises
that foster healthy lives.

Conclusion

This article began and ended by explaining that
income maintenance is a crucial part of the enlarged
understanding of health and health care that has emerged
over the last 70 years. That observation is especially true
for older Americans, whose flourishing depends on a
wide variety of changing social supports. The first
section cited scholarly studies documenting the failure
in recent years of the United States to match peer
European countries in increasing life expectancy and
decreasing morbidity and mortality.45 Many of the
goods and services needed by older Americans are com-
modified in thismarket society. Thus, Social Security, the
principal income support for older Americans, is argu-
ably the central public policy concern for older Ameri-
cans. It constitutes a significant part of the income
streams of almost all older Americans. Moreover, Social
Security is virtually the only income source in the United
States that protects its recipients against the potential for
devastating price inflation.

In endorsing a shared pain approach to solving the
relatively small long-term Social Security deficit, this
article has proposed a revision in the calculation of the
COLA that involves chaining the price index that is most
representative of purchases by the general urban popu-
lation, the CPI-U. We estimated that our proposal, with
its emphasis on a one-time bonus for those surviving to
older ages to mitigate potential harsh effects on them,
will save between 14.2% and 18.0% of the payroll
deficit over the 75-year Social Security horizon. This
technical fix to cutting the benefit by reducing the indi-
vidual’s benefits slowly over the years is better than the
two most common proposals for cutting benefits—rais-
ing the age of full benefit eligibility and means testing the
benefit. The 1983 compromise that has sustained Social
Security over the last 35 years employed both of those
ways to reduce the benefit; together they constituted a
very deep benefit cut that generated the bulk of program
savings plus new revenues that were necessary to “save”
Social Security for the next two or three generations. In
fact, as Bernstein and Bernstein20 pointed out, those
benefit cuts constituted the two largest contributions
toward maintaining solvency over the deficit period.
Thus, only modest cuts in benefits are appropriate in
the next round of contributions to fully fund Social
Security for the next 75 years.

“Shared pain” means that others besides current and
future beneficiaries must make sacrifices. Therefore, the
analysis examined a number of potential measures that
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will raise additional revenues. A small increase in the
payroll tax and a modest rise in the maximum wages
and salaries subject to payroll taxes seem tolerable,
especially in current expansionary economic conditions.
Considerably larger amounts of new revenue would be
generated if the employee tax were applied to unearned
income up to the maximum cap (sum of earned and
unearned income). This additional revenue source would
create some new beneficiaries, but most of the individ-
uals coveredwould already be eligible for Social Security.
Because applying the individual’s 6.2% tax on unearned
income can be efficiently collected along with income
taxes, it will be easy to exempt low-income persons who
are required to pay little or no income tax. In terms of
inequality in the United States, making the individual
contribution to Social Security universal would promote
equality between those surviving on wages and salaries
and those receiving rent, royalties, or income from
investments.
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Appendix A. An alternative methodology to
measure inflation: Personal consumption
expenditures

The personal consumption expenditures (PCE) defla-
tor, an alternative measure of consumer cost changes
developed for studies of long-term economic trends
by the Bureau of Economic Analysis within the
U.S. Department of Commerce, is not appropriate for
calculating individuals’ Social Security COLA increases.
The PCE is based largely on surveys of businesses, not
surveys of household purchases, which underlie the
BLS’s family of consumer price indexes.

By his own account, Scott Winship of the Manhattan
Institute has long advocated for greater use of the PCE.
He admits that the C-CPI-U is as good as the PCE in
capturing substitution and therefore accurately deter-
mines current changes in the cost of living. Winship74

sees two problems with the C-CPI-U: its data require-
ments cause a significant time lag, and it cannot be used
for longitudinal studies before 2000. The PCE is
designed to study multiyear trends in an economy, but
the second objection is irrelevant for the Social Security
COLA, which only adjusts an individual’s benefit from
one year to the next. Similarly, timely data is important
for economic analysis, but Social Security benefit adjust-
ment has always been calculated using older data.

The PCE deflator includes expenditures by third par-
ties such as employers’ health plans on behalf of individ-
uals, whereas the C-CPI-U includes only individual out-

of-pocket costs, such as insurance premiums and patient
cost sharing.75 The index used to increase individual
Social Security benefits obviously should not include cost
increases that beneficiaries themselves do not have to
pay, although broader studies of the economy must
include those costs.

Appendix B. Annual inflation measures using
the CPI-U and C-CPI-U, 2000–2014

Year C-CPI-U CPI-U
2000 2.00% 3.40%
2001 2.25% 2.80%
2002 1.25% 1.60%
2003 2.08% 2.30%
2004 2.50% 2.70%
2005 2.90% 3.40%
2006 2.90% 3.20%
2007 2.53% 2.90%
2008 3.73% 3.80%
2009 −0.47% −0.40%
2010 1.43% 1.60%
2011 3.06% 3.20%
2012 1.95% 2.10%
2013* 1.24% 1.50%
2014^ 1.26% 1.40%

Historical 1912–2000 3.47%

Average annual 2000–2014 2.04% 2.37%

*Interim estimate.
^ Estimate based on percentage change in the first quarter of 2013
versus the first quarter of 2014.

Source: Bureau of Economic Analysis, 2014.
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