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Since it was created in 1935, Social Security has been the centerpiece of
the nation's social contract, an intergenerational commitment to provide
at least a subsistence income to the most vulnerable of citizens. It is not
only the biggest government entitlement plan, comprising over 20% of
the federal budget, but also the most universal and the most popular.

The future of Social Security has been debated for decades; efforts to
change it have failed often enough that it has been called the "third rail"
of American politics. Shortly after being re-elected in 2004, President
George W. Bush launched a campaign to partially privatize the system in
legislation that quickly died.

The chief question hanging over the system is the question of how
demographics will shape its finances. In 1982, a bipartisan commission
came up with a plan that forestalled an impending shortfall through a tax
increase that also generated a significant surplus. This surplus was put
into an off-budget account known as the Social Security trust fund and
loaned to the federal government. Repayment of the loans would provide
a cushion for the day when the retirement of the Baby Book generation
meant that the system was paying out more than it was taking in.

That day was expected to come in 2016. But in March 2010, Social
Security officials said that a drop in revenue caused by the recession that
followed the collapse of the real estate bubble meant that payments
would exceed revenue this year.
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Payments have risen more than expected during the downturn, because

© jobs disappeared and people applied for benefits sooner than they had
planned. At the same time, the program's revenue has fallen sharply,
because there are fewer paychecks to tax.

But officials said they did not expect the recession to alter projections
that show that the program will not exhaust its funds until about 2037.

According to the Social Security administration, in 2009 nearly 51 million
Americans received $672 billion in Social Security benefits. The
recipients are retirees and their dependents, under-age survivors of

. deceased workers and the disabled, among others. The money for this
| colossal endeavor comes from payroll taxes (known as Federal Insurance

Contributions Act taxes) on current workers and on their employers.
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- The absence of a cost-of-living adjustment will be a shock to older

Americans already hit by the economic slowdown.
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i Insurers Faulted as Overloading

' Social Security
. By MARY WILLIAMS WALSH

Insurers are forcing many people who file disability
claims with them to make dubious Social Security

i applications, lawsuits say.
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