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Recent: history.

2005) Bushradministration: refiorm: effort
fiails

CBO projects smaller shortialli than
Iitistees

2008 Trustees Report: Deficit: falls firom
1.95% to 1.70% of payroll

Increased emphasis on healtncare...




Is health care cost grewth the; real
— Or only: — preblem?

*CBO: Medicare/Medicaid bigger issue than Social
Security

eHealth care cost growth, not population aging,
real problem.

ePopular inference: Forget about Social Security,
focus on health care

o /s this view correct?




Social Security is larger near-term
problem

VMedicare grows at: faster rate, but for next several
decades Sociall Security s asolute cost growth Is
larger

Between 2008-2035, Sociall Security: Costs INCLEaSE by

1.8% off GDP; Medicare A&B costsi by 1.5%.

Social Security, growthi is either a “Social Security
problem® (iraise taxes, cut benefits) or a "general
fund problem (repay. lirust Fund), depending on
PESPECLIVE




Medicare, about temorrow's costs,
Social Security about yesterday's

Social Security shortfiall entirely: due to ever-
gdenerosity tor past participants.
s Sunk cost, can't be reclaimed, just managed. The

Sooner reform enacted, the more cohorts it can be
Spread across.

Medicare shortiall due to) risingl Costs, for /uture
participants.
s While action: isiimportant, generational fairness

doesn't demand It take place immediately. Cutting
costs at the time costs occur is fine.




Cutting benefits post-entitlement

Once personi retires, Social Security benefit rises
only:withr CPI

s Politically, benefitsihard te reduce post-entitiement.
Once conort retires, lifetime benefits are) set.

Medicare benefit: rises withi age/usage, medical

price infilation

s Medicare reformi could reduce costs for both future
and current beneficiaries.

Cost off waiting higher fior Social Security. On

Medicare, might' bejacceptable to wait until we

Nave cost-saving methods Hg/it:




We don't know: how' muchi health
care is too much

IHealth' care costs rise primarily. due to
technology; Income effiects; insurance effiects
(declining eut=of-pocket payments). Only: last
truly, prokliematic.

IHall' 8 Jones: By mia-century, individuals'would

want healthr care to consume 1/3 off GDP

s EVen more conservative; estimates imply. Iarge
spending Increase

That said: Iff costi restraints fiocus on efificiency,
We gain regardless of ultimate desired! cost: level




Health spending: People vs. Pets
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We, do have pretty good idea how
mMuch; people need In retirement

70%, rieplacement rate rule-of-thumi; lifie
cycle analysis

Pessible; to) calculate; appropriate
retirement income; even for distant future

Policy duestion: Hew! tor avige retirement
INCOME! between mamndatery/pay-as-your-
do/ BB and veluntary/flnded/DE.

Not easy question, but ezs/er




Social Security: more mature policy
ISsue

BasIC outlines of reform; debate static since
1994-1996; Advisery: Council: INCrease taxes,
reduce benefits, diversity: portielio (higher
fsk/return)

We have good!idea of size; of problem: and
type/number of policy: steps needed to address
It

Smaller problem, easier to solve. Let’s chalk tup
some wins!




Politics: Do the, easy: stufif first?

IHow! Medicarer s easier: Provides a
SEervice, net a dellar'amoeunt

IHOW: Seciall Security is easier: Easy to
ieplace Sogcial Security: cuts with more

Saving; harder te replace; Medicare; cuts

Sample slegans:
s Sociall Security’ reformi: Work lenger, pay: more
a Medicare reform: Suffer more, die earlier




I Medicare is as big a problem as we, think,
then we, réallyneed to fix Social Security.

Tihere are only’ ser many: dollars terge areund

Iihe people saying health: care; is the true crisis
dre often the ones whos say: we, can't cut Secial
Security: benefits significantly.

But ift health costs rise even halffas much as
predicted, payingl scheduled Sociall Security

penefits will pushi tetal entitiement spending toe
10%, off GDP by 2050




Build a vision for Social Security
reform

Get away firom' bendl points/AIMES/PIAs: think

e

Lalitatively

Why dor we, nave a Sociall Security: programiin

t

1€ first place? What are its goals?

Do we, meet those geals the same way: In the
future as we did in'the; past?

What kind off program: shoulaia retiree 50 years
from now: have?

FOCUS onl aieas! off agreement: not areas of:
disagreement.




