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The government will borrow $4 trillion to cover Social Security's cash-flow deficits from 2010 to 2032
Income sources for the Old-Age and Survivors Insurance program, trillions of US dollars

W Payroll taxes [l Taxation of benefits [l Borrowing

2.0

1.5

1.0

0.5

0.0

2010 2012 2014 2016 2018 2020 2022 2024 2026 2028 2030 2032
The 2025 Annual Report of the Board of Trustees of the Federal Old-Age and Survivors Insurance and Federal Disability Insurance

Trust Funds. . rd
Social Security refers to the Old-Age and Survivors Insurance (OASI) program. (JAI\IQ)



Medicare and Social Security comprise 100 percent of 75-year unfunded obligations,
trillions $
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Department of the Treasury, "The 2024 Financial Report of the U.S. Government," January 16, 2025

Figures are in present value terms as of 2024; note that Social Security's unfunded obligation as of 2025, per
the Social Security Trustees, was $28 trillion, higher than the 2024 estimate. The left bar shows Medicare and
Social Security entitlement obligations separately; the right bar shows the total federal unfunded obligation,

which is smaller because the rest of the noninterest budget is projected to run a surplus in present value terms, (A )
offsetting entitiement obligations by $5.5 trillion NS

Social Security wealth plays a much smaller role for wealthier households
Distribution of family wealth by assets, percent

Il Home equity | Nonmortgage debt I Nonretirement financial assets and other assets ~ Defined

benefit and Defined contribution B Social Security

Bottom 25 percent 24% 21%
26th to 50th percentiles I 35% 14% PR
51st to 90th percentiles I 27% 19% 24%

Top 10 percent ‘ 13% 62% 18% Ry

Congressional Budget Office, "Trends in the Distribution of Family Wealth, 1989 to 2022," October 2, 2024 NS
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Social Security insolvency would hit families with lower wealth the hardest
Wealth reduction by group with uniform 23% benefit cuts, percent
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Congressional Budget Office, "Trends in the Distribution of Family Wealth, 1989 to 2022," October 2, 2024 A )
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Social Security Cash-Flow Balance Under Alternative Real Wage Growth Assumptions, 2025-2099
% of Taxable Payroll
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The Cato Institute Social Security Model
"Social Security' refers to the Old-Age and Survivors Insurance (OASI) program. Baseline assumes 1.13% average real wage 7
growth. Alternative scenarios assume 1.63% and 2.13% real wage growth. NI
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Social Security Cash-Flow Balance Under Alternative Inflation and Stagflation Scenarios, 2025-2099
% of Taxable Payroll
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The Cato Institute Social Security Model

"Social Security’ refers to the OASI program. Baseline assumes 2.4% average annual CPI-W growth. Alternative inflation scenarios

assume 2.9% and 3.4% CPIW growth. The stagflation scenario replicates the historical CPI'W and AWI trajectories from 1973-

1982, applied to the period 2032-2041, combined with an assumed 1 percentage point annual decline in employment over that (JA )
period INSTITUTE

Social Security Cash-Flow Balance: Current Law Baseline vs. Flat Benefit Reform, 2025-2099
% of Taxable Payroll
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The Cato Institute Social Security Model

'Social Security' refers to the OASI program. The current law baseline is based on the program's existing formula. The flat benefit
reform replaces the earnings-related benefit formula with a flat benefit conditioned on years of covered employment, phased in
beginning in 2029. ST
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Social Security Cash-Flow Balance: Current Law Baseline vs.Price Indexing of Initial Benefits and C-CPI-
U COLAs, 2025-2099
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The Cato Institute Social Security Model
"'Social Security' refers to the OASI program. The current law baseline assumes wage-indexed initial benefits and CPIW cost-of-
living adjustments (COLAs). This change combines price indexing of initial benefits with the adoption of the Chained Consumer CT
Price Index for Urban Consumers (C-CPI-U) as the COLA measure. Both reforms assume full implementation beginning in 2029. AT

Social Security Cash-Flow Balance: Current Law Baseline vs. Higher Eligibility Ages + Life Expectancy
Indexing, 2025-2099
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The Cato Institute Social Security Model

'Social Security' refers to the OASI program. This change raises each eligibility threshold by three years for individuals reaching

age 62 in 2029. It then indexes all eligibility ages to life expectancy using an approach that maintains a constant ratio of expected
retirement years to working years. ST
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Social Security Cash-Flow Balance Under Alternative Revenue-Raising Options, 2025-2099
% of Taxable Payroll
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The Cato Institute Social Security Model
'Higher Payroll Tax' reflects an increase in the combined payroll tax rate from 12.4% to 17.6%. 'No Taxable Maximum' reflects the

elimination of the maximum taxable earnings cap. 'Fringe Benefits Included’ reflects the expansion of the payroll tax base to ( \]()
include nonwage compensation such as employer-provided health insurance. All reforms are assumed to take effect in 2029. 2
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Social Security in the Red:
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