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o/lht'L\"lIillllUl A"'!Il·ill /I=-;;;;-',T ·(,~II~·).::·-~lIId Uni"a ,firy n".,;"r.u Vflic"fJi (NAc;,y.!lQ)\ 1/ "'/1.( ... ·rillrll by Wj!/jnm T . 
Sialer, l'ke p rtJidttll, (mri l iw)'Wl' J, t ouk. r<'fI"Iuck OS.\IJt,mf, oJ l cuC1lrrs l llfllrnnCt (1111 / Alllwity A.uocialio n (TIAA ) 

(11111 its ('IIIl1l'lIlIifll/ ()r.~,,,,,j:'lIfiflll . Collrg,' RNir,'/I/1'1I/ b/llilir.\' F"II(I (CREF). r l AA ·CREF 11ft IlU/lpm{ir s('rI'ia 

orgot/halions l/tal pro "it!, ,t,ir rlrlf'lll till(/ in!lr"IIIC'r brllr/il plmH lor ('ollrl:,.f, unin'r.rifir.v. indrpC'lUi,II' schools. and 

f elaud ((/II'/IIjOi/al nlHl .fei'-lIli!k iIlSliwli(llu'. 

Unlike nendy :tIl ",her American cmpIClrcr~. pri\':arc, noo­
prolit org:mil.alioos and unils of stale and local government 
enter the soc.-ial securit), Old Age, Survivors,' Disahilit)' and 
Ho)pil:al InsUf:lnce benefits program (OASD Hll on a \'ohm­
lary basis. Once entered, they h.3ve the oplion of droppi ng out 
aflCr.3 minimum period of p;Hlicipation (five ye:m for puhlic 
employers and eight for pri'late nonprofit or!l:aniz;lIion~ ) and 
a two-year ..... :liting period preceded by a nOlice of . inten t 10 
withdrnw. 

Nonprofit :Inti Siale :tnd l(1c:11 emrJo)'er~ w('re orisi n:ll1y 
exempted from participalion hecaus~ of qtlc~tion~ of whelher 
the federal government could legally lax such employers. 
Since volun tary parlicip:ltion heC:lme possinlc. in Ihc carly 
19505, 90% of ihe employees of nonprofi t org:lniz:ltions 
(rou!;hly 3.6 out of 4 millionl and 70'10 of the cmployces o f 
slale :lnd local go\"t'rnmenls (some 8.4 out o f ::'pproxim:llely 
12 million I have become covered . Aboul one-half of one 
percent of these covered employees h:wc had their p;)ffieipl­
lion lerminated.' 

Rece ntl' sod:.l securil\' lax increa~c~ and widespn:ad pub. 
liclty anoul decreases in the trust lInds h;l\'e SlImu ate mtl.'(­

'est In the withdr:l ..... jll o[llion. _-\III .... )u&h we do not know of 
:lny educ:ltional in~litUlions that have dropped out hudget­
conscious administrators on collese campuses are beginning 
to show some interest in conside ring thc feasibility or this 
option. The purpose of Ihis 3rticle is to revicw somc of the 
pitfalls and risks for both cm 10 'crs 3nd emplo .·ces in dro . 
ping out 0 soc l::. 1 sccurit",. 

I-'inancial Sta l, ili, ,. uJ Social Secu rity 

Charges th:l t social security benefit .p3yment5 will soon be 
in jeop:lrdy stem in p:HI from cC'lnfnsin[:l thc opcr:llion~ o f 
the tru~ t funJs in 'he fin3ncing of old-::age benefi;~ wilh Ihe 
fin:ln ci ng of benefits under pensio n pI:Ul ~.~ Social sccurity is 
3 "p3y-as-you-go" income transfe r S),s tcm. nOI a funded s }"~. 

tem: to<b y's workl!tS su pport the current rel ired ceneration 
with their lax contnhutiOlls. with the ex ec.a tion Ih:1I their 
IIIrn to receIVe cnents w, C{'fIle and th:.1 lillses will be col· 
1c("leJ from future \I,lrler~ ' ll rrln-ide tl .... :: t.cnefit~ stipulated 

"hy I:lw at Ih:"1 t.me. In aJdition. !>OCial ~ecl1rity bencfits in­
corpor;lIe ··s()(.· i:llniteria" throullh weighting benefits in favor 
of lower-paid workers and pro\· idinI: much higher henefiu for 
workers wi th el igihle dependenls Ih:ln fo r those without, 
;tlthough all em ployed workers pay :It the ~.'me lax r:lle. 

The social seeuritr system docs nOI require 3 lar!;e reserve 
fu nd bceau~e it operates as a n:'IIion31 ~ystem ,h:1\ :,,~sllmes a 
conlinuing and ~umcien l now of new entr3nl~. There W:l~ 

never any lIl.en lion Ihat the tru~ t fund~ ~hould aecllnwlate 
r eserve~ comparah!.: to the aClltari:.l reserves of pension pro­
gr:ln15. The trU~ 1 funds accumul;,te from money derived each 
ye:lr from an e;>;l·CSS of receipts o\'er di\bmsement5 and ad-

mini~Ir:e. i\'c e'(f'Cn ~ e~. with the hulk of annual payroll laXes 
disb\lr~cd ("unen!l}, as hencfit payments. The trun funds act 
a~ :I hufTer that is availahlc to :lh~orb the initial added ex· 
f1Cn~e~ of !-endit increase~ :"Iml 10 eompcm:l te for decreases 
in social securil)' tax reccipts during periods of high un­
employmen t. 

The ~vstem is, howevcr. cunenlly confronted hv two PfOD-
Ie ante :lml one long rante. 

n ;!f'. s a result of recent econornic conditions (a 
high ralc of innalion, :"I hi!!h level of unemploymenl. increased 
disahilit y d3im~ . and reccnt hcnefit increa~e~) current receipts 
could. if oS! action were \:Iken hv Con gressl soon fall below 

current ,",enefit payment~ ami e)(pe n.~es b :lmoun!s reater 
I an the tru ~ t tum ~ COli cover. I~ tinancing prohlem c:ln 
he corrected WIth a ~mall increase in the emptoyer-cmploycc 
tax r:lte. or, as has been propo~cd. by applying Ihe present 
hos pital insurance la .~ ( Mcl.liearc. Part A) to .\upport lhe old­
:af:e henefit~ and u~ing !;eneral re\"enltc~ to finance the hospital 

TI .. !.·j 1 ... lirl·".' 1/111 1 nn in$lifution f!1l·lnl! enreJul co n· 
si,r" rf"iml In tI,I' I'("tIIwm ic ,,,,-urity nJ "nth pre.ent nnd 
Jllturl' I'm,,'nyrr.~. In ill n",.,1s in r pcrll itinft a RlI r etclin . 
inlt ""D. ruu/l o lI, e limih oJ iI, llif n fill"n cill l r e.ource,. 
Jrill r l'("lIltn i:I' til e con,il/.'rahl" VII/"I' oJ .ocin' u~curily 
II. " 1m". Jor ils dnD bl'nrfib llrnt:rn m . 

insurance henefits. PaSI congression3i aC l ion~ have maintained 
the hufTer function of the trusl fund \, and there is no reason 
t . will continue. 

l.on.c· Il"" ;:,,. me 1972 Amendments introduced, apparently 
unintentionally, a douhle applic:l tion o f the cost-of-living in­
ncase. j h l .~ rc \ultcd In :a ~harp rise in projt't":led fu'ure costs 
and an aecomp:lnying chanl=e in the traditional ra tio of the 
old-al=e henefi t 10 fin:,1 average sal:lry Ihal ..... ithi n a few 
dec:ades could produce "Jd-aj:c bencfit\ higher th:ln preret ire. 
ment earni n~~ Icvel \. It also seems liJ...C'ly that Congress will 
act wilhin the nc .~t few yeau to reclify Ihe longer-range 
fi nanein!: prnhle-m. A correclion, genera lly refcrrcd 10 :IS 
"dccour'in s." would rcduce projected long-rangc com and 
reslore ini lial hencfit amounts for future ncwly reti red bene. 
Iki:.eries 1(1 ahuII! the traditional pcrcen tage~ o f fina l :lver:lge 
sala ry. 

In summary then , (~ocial ~ec urity i\ not soinS hrskF. since 
Congrc\s C:I[I he expcl"lcJ to pa~~ legislation 10 1.10:011 with the 
fin ancial proh lem~ . This hring~ us to the many Olher mollletS 
Iha ' should he t,-on~idcr("d hy any in~titution studying the 
qllC'\lion of drnpping Ollt. For example, arc there provisions 
:Inti featurc~ of ~o("i:\! securi !y that cannOI be duplic3led? 
Would emplo),en :lnd employees be helped Ot h3rmed by 
withdrawal? Could thcy gel :I bettet huy throush priv3te in· 
sutance? These anI.! othet points are di~c ussed helow. 
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One vaillakic !o;.lture of Ihe: sodal ~l:uri lY program ohen 
owrlooh',J j~ thc f :H:f 1n;11 t.cndi lS ;uc rcccin'LI I:u.-irec. Th..:re 
i~ a con,i .. kr.l hlt' 1l ... II.l f ..... Iue 10 lnl~ hhIJJCO" part o f the 
I ... ·ndit,. I\ ny , IU~'ml1l ,,, r~· rl.l~·c ,'f ":'111011 the "IJ-a~c b,,·m:/i l. 
~ lIch :\~ ..... . Ih annuli)' "'flnlr:l"'I ~ or a ~ I:\IC rC liro.'mcnl i"yl>lem. 
would have tu aim :11 pro",idint an nft,·r-ta.r: h<:nctil C'Iual 10 
tho: ~("I('ia l ~c .. ·urlly h<;-m: lil. 

l.n",.n/. '. id n j1 " "II/'Iil 

,\ nmher important r"' :l lurc of sod:.! sC1:lI riIY. n rcly found 
in pO:lhion pbn~ . i, Ih.: C \'~ I . ,\ r . !i \'in t c~ .. ·:lblor. :u.1tkd 10 Ihc 
rro~r:l m hy Ihc 1,)7~ Amcn(lmcnl, ,1 In the few pcn~ion rlan~ 
tn :! ! have ,,\ell b, .,.\. th.:rc i~ \I'II:!ily a ceil iug on :mnual hcndit 
in"n:;I~o.:~ •. \ltd. lI( Jt(. Clr .V;, It ~ h(l\lld he cmph:lsized Ih ~11 

Ihc su.:ial ~ Cc\l r i l)' cO ' I 'o f· li\' i n~ prlwi"ion i _~ open-cnd..:d, .... ilh· 
OU I :t hendit cl'ilinp, S., f:lr, il h:I'; I"roduccJ hcnelil in~· rt:;I.\C~ 

of ~17~ in 19 15 :,".1 (.A 'j< in 1976, 
An)' t'o.;I."f-li,'in!! e,,'al:ilor fM Tl', iTl'men' hc:nefi l\ i~ c't· 

pcn\ive, A rough ruk of lhurnh i\ Ih:11 for c:lxh 1'0 of annual 
c:>c:.1:.I1" r t:ll.ltantn,.1 10 rl'circl'" for lifl' , :lh"'11I "Vi- i" :1I1.ko.l 
10 thc 10':11 l'O,1 li t' a p::lhi •• n Cl:l n, For u:lrnpk, Ihe 1O1:l l l-O~ ' 
of :I f'l.'n"on pl,'n I" inc r..:a ~cJ h)' :tholll 4110:; if Ihc pl..m i~ 

1(1 in,'rc:I'c o.-lI..:fi" hy ""'1' t:a,·h }c:lr in H' lir..:ml'nl. Sll/"; if 
Iho:- inere;l\c is IU he 5/"; :I ycar. c" " 

[in,,, Pnp /",. Sori"l S I'('lIrily?! 

, , 
I . , 

I 
Coun,'i l Ih,LI hospi ' :llizalio n (~1o:Ji. 

C:lrc, P:llt A) ..... nefi ls he pai l! { !) r out of general rc\'enuc 

Vm/j ' r 1'('("(" " I tl lI', " ur., ('ltl'(' r nJ:(' /IIU llt!,'n I c rm i n n l (,ll 

/ II r n mlll ./"u/i / ltr I ' II /, I ie ('mi l lfl ~' ('r. fI, e "' ffll, /uy(' r e,1fI1I/1' 
IIlfni " 1" ""'i. I(' ltu,jll l '(,'·lIr i l y ('''''I' ~ IIj:. (' lu ~ il ,' ('m ,>lny('f',' 
• , , ('1 '('11 i/ n'· j·II'ry j, .t. '~ir"" /, ,. /u l url' nrfmini,drnlf.r. 

/I/!flily (,I·(' r r m il' /1/ it, (,"'I' /"Y"'·'. 

fUIlJS, Volunl:u y l\h:Llic:u e ( P:arl B I. which co\en ph)'sician~' 

:l nJ olh":r scr ... i..:I!, nOI induJ..:J in 1',1/ ' ,.\ . is al rc:lJy fin :lnccJ 
h)" ·'pn·mium;· (rnm cllh.lk.:, ..... Ih malching n.nu i"u l ion~ 

hUnl Ihe (c,kr:11 ~o\'crnm..:n ' , E\·cr)' w :,r Con~fl~s ~·on<;iJers 

hilh 1)\,It Pr.1Ilo,,,,': I"': IIf b..:n.:r:lt 1''':\':1111':, 10 ~ur[lOrI MX·"'[ 
st",·utll), 6o!nclu I':!} nlenl\. anJ there :I:e m..:rc:I\ing inJicalions 
tha i Congrl's~ 1Il:1)' prd.:r \1I\:h suppon 10 further ;nt:tcas<:s 
in cnl[llo}'cr anJ I!nl[llLlYcc contrihu .i tl n~ , 

\Vllh Of wi lhllll ' I:.:ncral rc\'enlle suprmrl, ,here is thc point 
111 .1 .1.; by ~.lIl\e Ih,11 \\',I1!C I , I.\~'~ t , u..:11 :1' ~L>cia l ~,,: c\Lrit )" 1 :L\l'~) 
:Ire al·\u:llI )' rome hy l'on~lInll,:rs, Til Ihc c~'cn' ,h:ll Ih..: elll­
ploycr's cosl L1f M>ci:11 sl:curil), i~ P'''~t:J through 10 con~UlllelS 
:tlong wilh olher 1:lh,'r CllxlS, Ihis f.:~ul l s in C .. ln~lIml·rs pavins 

J U[ ~ oei:ll S':l' IITU V, thr"" .;h Ihc rricl: ~ of boods :lnJ so:rvk .:s, 
whelher ' hey :Ire l' u\l:r~J hy th.: program or nOL 

• 
/.Yo R(, .(,IIlry \ 

UnJ.:r pre,enl 13" ', once eovcracc h:l<; bC'Co te rmi pjlted for 
,I m'npmfil .Ir I"lIhlle ~·rnpl,,).::r, th ... cmplo\'cr cannOi ar:::ain 
pruvlJ e ~I>CI,I I ,c,·tlnt)· Hwera~~' lor ,g cmrloye('~, Ii :I ~ol­
k 1!c. LlI1l\I:f"'Y . 'f 'lh",,1 .im[h IUI\. Ihl:[c 1,::ln he nil [c·enlry 
for II unlkr I"re~enl 1.L\\' . .: \.:n If [.: -enlr~ ,~.k~ircJ .. y flllll[e 
aJmini\tr:l\(lr~ and hy c\..:ry onc of i ' ~ employ.:.:". This rull: 
1\ [lan ieu1..rly impIIClanl In li&:h l of Ihe p.,,,ihl..: u~c of :;-.::ncral 
rc\'enu..: fin,m~·,ng and Ih.: rolent;:l1 for hllll rc incrc:l~e, in 
th.: ' l·o l't! of I'l'ncfil~ un,kr Sul' I:,t "icl'uriIY. 

Emplo)'er, who drop 011 1 may f:lee J imcullie~ in hirin!: new 
,'mrl\lr~'e ~ lllltkT ": (\l1dl llun, 'h:lI Joj nN indutlc ~o.:ial ~ecu ri l)' 

n~ I'M I nr thl'ir 1>.:nl' lil I'rc'~ r ,III1, A pOI..:nt i:,] new employce 
l'"n,iderin !-! IWL' or IIII'r.: o lll1: rw;".: ,ill1ibr ntrc rs o f cOlCloy. 
mCI\! nll ),:h l \\ dl h.:,i lale 10 j" in :m employer who was pcrma· 
n':l1 ll)' ou" I'll' cml"l,'~ce ),.now~ fo r ,ure how Ian!,! he or she 

_._------------
TIII·r . , i.t II rl' ,,1 /lIu,.iMlily 111111 ./r il/i/linj:. 111.1 11'/'0 111.1 IHlve 

11.(' ir/l,,;r ,·0.'('1 .. / .·;rrlmlin/! f!m/,IIlYl'''s I r .. rn tt.e Ilene· 
li t,. "/" I,r" j:. rllm ",,'y mij:.I.1 lIf' I' I' r' ,II'I .· .• s I,,· slI/'/IIIrtinJ: 

jll II ... 1IIIIIr.· II"",,/! I, III1·ir /(',I1'r,,1 itll'l,Im(' , "%(", 

-------------------
Wi ll ~Ia~·, :"Inti aho.~' nL: ... of ~oc;a l ~eeu r i ly co ... er:t!!e could mean 
a c\'n,~kra"1c ~., crifke of personal :lnJ f:t mil ~' ~curi I Y, 

r n',enl cmchwt.'et , o:\'en ,h,)\e who arc " fullv in"urcJ," have 
mlldl It, It".: fn .m drl'Cr in~ OUI. /\ fully ;n"lI reJ ~Ia ' us (ten 
or OIore re:\ r~ of co\'cre\1 eml"lu),menl) en! ;tl c~ thl: workcr 
10 ,\'IW//' hcn ... fil(, hILI nOI 10 full hencti,~ if ,herc :tre suh· 
~ 1 :lnl ia 1 .:11"" in 1:0\·cr: l&e. · T he rn:nt.'fil~ fo rrnul;1 i~ ha~eJ on 
:\ \'C' r:lFe ((H','r,·" \\':"Ite~ earned o\'er an entl fe working Itkume. 
Ycar ~ of nom'nvc r:ll!c :lr..: c(1u nt~d in Ihc formula a~ )'ear~ o[ 
tero carninl!~, Ihtl ~ lowerin \! lh.: :I\'cr:l£c, /\ho. Rohert J, 
" I),c r". r,mll.' r l' hid :II'lu:,ry uf th~ , .. oc;:,1 scctlrilY sy'lcm, has 
:11" 11 )' ","ed : " II i~ n,'l \!e ner:.lI)' tlmler~lutld Ih:ll emrlo)'ee~ 

who :,r l: n': :1TIn!,! r.:l,r':Olcnt :Ig.: when ,·o\,e racc i~ .lrOI" J 
\'1 , ~r:, r.:\ IIl·tlLlIl in Ihelr )I(1Ct:I ,.:rllntr hcncf1 l~ hCI':III \C 

o f 1,lc( 01 ,'"",:flLyC .hm,,)! !huw l l:w, 111\;11 ~l':I r, hd ' l[c r': lirc­
n.':"!, <Ohd! .. "IIIL, I j,c f:. r 1:("::, ler HI :lL:ItI:lfI:d \,:1111': Ih:tn la~c~ 
.hc), rtll !,! hc ~:I\'C hy .itoll i ~ ~ 1)11 1 01 the S\'"..:m.":' 

Inl''': thc :lIllOllnl o f sOI:lal lICeurilY l>ur,·;vors' hcnefils is 
aho h:l~eLI on :Ivl'ra!-'t: co\'ered Wa~e\, for pe(son~ :llre:ady 
full)' in\lIfI:Lt , ) ,'a h of nonco\'crOlfc rC1.h'l·': thcir ~urvivors' 

in":L1mc pft'lcO:li. 'n ." well :1\ lheir o .... n fu cure ~,lCi:,1 ~ecuri l)' 
relir~'n ,cnl income. r::Tnpln)'ec~ nOI )'1.'1 full)' in,u(eJ-geo­
cmll) )'L1I1I1I:I·r \Iatf memher .. wi.h Ih.: &rO::lle,' n.:.:d for f:lm· 
it)· prol~'Clion-"'ollld nO! be cliJ;ible for IT,,)' s UT\' i\'o r benefits 
.... i'hlll ' \<00 }erlu o f Ihe Jate Iheir p:articipalion W:l~ lerlll in:tlcJ. 

Of"l'pin~ 0111 wOlIlJ :11...0 mean Ihat cmrlo\·l'c\. rre~enl and 
fU\llre, \<o ho h:IJ :llre:IlI)' met Ihe eligihllllY rC4uiremcnls for 
,,-.',,11 ..... ·l·I .. II ... \li,.,I-i l,I\' innllll': ',,'uld I,,~t: UII' co\'o:r,I1!': 
('";lllfl'l}' III Ii\'.: Y'::lr~ h~1Il Iho: Ilflll: Ihclr roan'l'lp:, \l Un ICrml·'"' 
~ UnCI: 1\"1. ell~""IH )' (ur Ihe .!i\:.hol' IY hencfils coulJ 
n'" h.: rq:, lim'.1 hy L:lI1rl"yce~ who ~hifll'J joh~ 10 Olha em· 
I"lu)'t:fS ulIll l they haJ :I~ :li n p;,n il"i palcJ fur a L: onlinuous 
li vc-},ea r p.: rioJ, 
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OASDIII IlENEFITS 

The S •. u:hrf 5l'curi,)' Ohf·.· ... ltl· , S'/Tl';l'tlrs', Disl/bili',I', 
m,,1 HOj·"ifllll" .\'/of llllf' j' n"II('fils ill brief: 

Dill-A ge h" /rr!ih- papblc 10 :\ ret ired worker :lnd TO 
:, workcr's wi fe or ucpemknl husb:ln.1. :\ p..'uon now 
retiring a l :l:;c fl5 can receive a ma ~immu :\nnu:ll 1./:<­
frcc social secur ity ret irement bcndi t of :Ibout S-I .700, 
1' / $7 ,DOn :1 yc:tr if di:.dhk fl'T a nlul'k's hcndi !. 
:a ~ .'llmin:; an c :\ rn i n~ histo rY:l1 or ;1001'';: the O,\ SD II I 
ca rn inl!~ h:rsc. Fu ture maximum t>cndi!~ will be eve n 
higher as the C Pl CSCa b[,H ami :l I'c rag' con'red 
c:lrnin ~~ incrc::tsc. 

Sml'j, 'Oll' h",,,'/;fJ-in C:I ~C oJf the w.,rkcr\ JC:l lh . 
iU,'\lllll:: fu r ~ IWII'':~ wil h ~'l i :; il1k .:h llo.1r,' 11 ill Iheir O:: lro:, 
fo r clll!iblc chil,lren. :mu for clJcrly l.\'Ido\\ •. For :.. 
"idow or " iduwcr II ith two Y"IUlJ,; ..:h ildn:n t h~ 
sur\' ivors benefits c:ln be thc eq ui":llcnt o( as milch :l~ 
S I 50,000 o( lik insurancl' , 

Oi.1IIM/i,." h('" ,"/il.--income fur a uis:lHeu worker 
unuer :1 ~C 6~, wi lh :lIl,lc:d :,mOlln l ~ rnf cli~ihk ~po\l~e 
:In u ..:h ildfcn, For a yOlln g d igi bl~ employee who 
beeom~s 101:111 ), lI i~:, hl ed thc~e di~:I t>ilit)' ben.:fit~ can I">c 
:l~ mllch as 5('.OO1.l;l YC:1 f . or a\ much as S 11,000 ;l )'I::I r 
if I h~ l'mph)},ee has a spo tl ~e ;lmll wo children, nOI 
inclUd ing Ihe :1I11 001:llie benefil i nc fe:1S~S related 10 
inn,ll ion: ami :,11 "f Ihe Ix-nd il is 1:1'( rr~e. 

lI uspillll iU.\·lIromn·-in old ag~ :md fo r dis:lb1cd 
workers, E\'c r}'one Ilho i~ f u ll )' insured fo r o ld, agc social 
~eeuri l Y hcn~ lits a t :I t:c 65 is ;lulOmatil'ally enti tled to 
Ihe haspil:!J i ns l1T"nc~ o f M~t1ic:lre, P:lrl A, wilhout 
fur lhcr cha rge, si nce il is fin anccd through a p,' rlion of 
Ih.: regular cmployer,employee SOCi:l l secu ri t ~ lax, 
Pcrsons nOI cli£.ihk fo r Ihe hospi l:!1 insur:mce co\'cr:!ge 
~1!i nning :! t ase (.5 can then pureh:!)e it 0.1 wha tcI'er 
Ihe l' urr~ 11I r r.: miulIl t.:1'C1 h :\ p p~n~ 10 h~ , T he pr~m i \l11l 

fo r ~uc h l'o \'c rag~ ha.\ incrl';o\cd U)' ]6~(, ~in c.; 197), 
frolll $ ] ] 105-1 5 :. nwnth, 

e ll/I }"(m /)"/,/ i(O I('" $ .. ( io l S "Cll rily? ~ 

It i ~ sometimcs :trj:\I~d Ih:11 co\'~ rcrJ cmpJ(l~'~'es-r:tTtie tl l:1 rJ r 

~'ounce r people-In.tlld do he tter fin:Inl"i:lllr if their money 
w ... r~ p!al'ed in a p~lh i" 1I r l:in, :In :lnrmity ~("In l r:let or per· 
sona! investnlent<; r:uh,' r th:m sOdll secu ri ty, AClUalJy, !!...1l­
impo~sih1c to comn:tr~ the l'os t~ l) { s,lci:l l seeuri ll' with ncn, 
sio n Of insur:ln~'e pl:!n~, As pointed (l UI c:lr licr, th~ rc is reall y 
no way 10 comp:lr ... :t M'k.·i:!1 I'rogr:lI11 ,'f inl'ome tr:msfers with 
:t n ;H:IU:tflal1~' ~ound ,n\llranee or annuity pl.,". The rl' :Ire 
hask d iJT~relll' e s IIt:' 1 a rise from the soo.: i:,1 eon l' e p l ~ (I f ~uc i:I I 

s"cllrity: ib wci~h t i n!! io f :I\'or of Iowa i nl·omc~. i t ~ 11011' 
t a .~auih t Y of hcndih, ils open'ended l'O'I'O(,I;linl' Csc:l. l:!lo r , 
:lnd of l'OI lr~~ the 1':I r ied :lrra)' of so,'bl S~C\lriIY penefils 
lhe rn ,~'h' e~ , 

,\ m:ljor p:lrt of the prohkm o f tryiog 10 duplic:lh: o r c~li, 
1II:l\e Ih,' co~t of ~m'ia l ,el'uril)" Ilt;nefi ls is th:lI Ihe pro!;r:,"1 

• r o},'C' .1 

ha~ c.t J"=ricnced m:tny dramalic ol'cr Ihe re:l r ~ and 
i ~ li kely 10 o.:o",i nu~ hcing eh:ln£ed. werc 
nOI p:\rl of Ihe tlrij!lna l le!!i ~ lalion : were 
adlkd III 1'15-1 :.nd c~ l.:nded funhcr • :I n,! 
W:t O; :ldlk ,1 in I ')(.5: a\"cr:t ~e ml1 n l h l ~' p:lymcn t ~ 10 I 
worker< incrc:l,cd 137~}- hCIWI'Cn 196-1 and 197.1, 1'\0 onc 
l'an ~:I)' what f\ltur~ ch:tn!!c, WIll he made-pcrh:lp, Ihe :tdd;. 
lion I1f !!:!!lIln:.1 health in'lIr:lIlce fo r pcr~on~ ,.f :,11 ages­
h ili it j, ":l' r! :UII In:1 1 :H1Y all cmjll 10 hyputhl', ize J SCI of 
I '~n c:\i l \l11-' li lllle, loday \\\,"1,1 rcsult in :. sta l;": lIH1del wilh. 
0\1 1 arplil::,hilil}" In (II t nr~ ~h:'" l!~~, 

Ah hmtj:h ~ide,t>~" .. i(.k \·"mp:.lri .. o n~ ~ re out uf Ihe qU':' ti(ln. 
\.\ ~ h:lh' , k~dop.:.1 ,omo.: ~ i1S I ,' , lI hb!..: , In Ihc ho ~ Iha l 
I~ur.:~ l' Il' rd ee l thl.." l'hl II I flen~lon hcno.:fil~ ar rro'(imat-

ing no mmc Ih,1I1 lhe ~\"'lem rol'itlc~ J~ re~ent1 \" ~1fllclurcd 

,,\I,. , ~ dPltll :,' .1 l.;~ n er:11 I.;lIid..:. II i, e' li01,lled, hJ~( .. d un 
-:111 Il1 n,,"\Itl r:, I.: .,f .1'; a ~..:a~ , Ihal It) pureh:lw :11'1 :lnnUily 
In rcpl.ll"l' i""1 Ihe uld,:.~.: r ,' rllon o f Ihe 'oci:tl ,c~'urur hcn.:fi l 
for :10 IInm:lrrit:d, .\0 year " Id m:l k would rel.jlurc a YC:l rl)' 
oU II :I), "f abOlil I~'; of L'O I ~fl'd c :l rnin£:~ from agc ) () 10 
age (,5," 

The CO~ I .,f hllyin!: thc .lO.)'e:l r.olt.l ~n :l nnuilY to equal the 
l'OIlp!c 'S h~nefit :I I :II;C "5 jll rn p~ 10 rOIl!!hly ) I r;. of !'Oal:tr)', 
["I he 101:.1 O,'\SI)HI t : , ~ ta ll.; ( ~m p l l'rl'r pillS ..:mpltl)'ee) is 
pres~'I1II)" I I , 7~ I.f c.lVerl'd .:arnin!;~, I, Older employees who 

f: n1 I,fI 'Y I' r~ " ./.,. Il rol ' .. "I n w )' / nrc diDir.u /t i",. in hirin /! 
",. " . " nI l,I" , ·rr .• " "'/"r ,·,,",lil ; ...... II"" ,/" tint indudc 
",tin t ," " 'lIrily fI ,' /'f'rt 0/ Illrir I,,.n ,, /il "llln , 

dnlrp~d 011 1 with fu lly in~lI fcd s ta1ll ~ would reccive ~ome 

henefi l fl'u llI SC'ci:1 1 ~e..:u r iIY wh.:n Ihe)' rCJch~d age 65, T he 
l'USls for repIJr.:in~ th~ 10~ 1 pllnion of Ihc henefil arc JcS!'i (o r 
Ihem Ih:1I'I fur th~ )O'yc:l r",ld, hut arc nClerthc!eu substantial. 

r ur :III unmarr ied. f ll lJ~' in~uret.l m:t1e whI t d rap~ OUI :I I 
a!;e 40. rro"it.li ng the 10\1 ponilln o f thc prim:lrr imuran..:c 
:lrllou nl {P IA I :It :Ip : (,5 w(,"ld r.:quin: :l.t>olll I.l';~ of cov­
cred sala r)" ll r ::! l~ ;' of l'uV\' rcJ sabry f,' r Ihe couple's henefit. 
I'erc \'n t at!~~ fur ;-i0 . :md (.Il,y~a r,ohJ dmp,ou I ~ Wllilid he h i~her 

Ih:m for the -10 )·e:. r old " l11pl'l)ce hc..:au~e of Ihc ,hon~r li me 
rCIlI:li ning to r" l ir~'llIcn t fur the f un~l ~ III e:tr n interest. A I­
lempling III r~pl acc s ll n· i\"~lrs' . d i,:thili IY. and ho~p i l al insu r· 
:lnee \~ tluIJ h~:111 ad,titinn:l! c'pense. 

The~c ~' t illl,'t..:d repl. • ..:cnwlIt r.:O~ I S \Illilid (.r ('our~e hc in 
:lddilion 10 Ihe ~onttihUlivn r :I1~' of ,hc emplo)'.:r"s e.~ist ing 

rl'n~ion phn. Since 111\l~1 in~ l il\l iion s wilh T IA/\ ,C REF re­
tir.:men l p l:lI1~ :. re a lre:l.l l)" l'~lntrihu l in~ :I l'omninnl l'mpJo),cr, 
Clllplo}l'C r:l le of at 1c:" 1 I\I~" of sa l:lr)" low;l rd pcnsilln 
henefit.. :"Iili n!! th~ ~' I" t I.f '\lh~ l i IU le ~'Kial .,cnlri IY hendi lS 
wou ld he prt. hi i- itin' , ~ h'rcnVl' r , unlkr ERISA r\llc~ the m:!xi· 
IlIUIll :lIIhlllll l thaI m:l}" hc ('onlrihulcd 10 :111 el1l rloye~'~ 

"ddilll'd c(lil lrihution" :l1Inuity COnlr:l.l't within anyone rear 
\\ ;lh"l1l ho.:in!! ta .~;lhk :" ellrr~'l1 t inl'\lme 10 , h~ cmpJo~'ec is, 
!!"l1c rallr, Ihe k\'c r of 25~ or sab ry or Ihe 11l!"imum ex· 
du,ion 31t.)WlnCC untl~r thc pr~,"iou, I:lw (I h.: o!d lU'e rule ) , 
illl IU/IIII,~' :mnuil)" c"ntrihu lmn., under Ihe regular plan . 



, 
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The limit:lti"n un I.I·H.lderral i ~ nnl the nnl}' ERISA proo. 
Icm in'·o l\'c<..l in c'l.lhli~hing a p.:nslon ll r in,urancc pl:.n to 
rcplacc ,oci:l l ~c<:un l y benefi ts. ERISA impo~cs stricl rC4l1ire· 
mcnt~ for reporl ing and d isch)~u r e of plan provision, a ~ well 
as rcquirenl~'nts ~o\'erning partidpation. vestin!;. hencfil :IC' 
nU:II. ru mling. :.ml fidll~'i:ITY res ro n\ihili ty. Separatc .... dbft 
pbn~ pro,iuing di~abi li l }'. sl!r\'i,·ot. and rncdicalr-c/lCfit \ :1150 

llllht meet prese ril'ed TepMI;n!;. di~d\hU re :InU fiduciary re· 
411ircmcnts under ERISA. Attempts to re'place social ~e~' u rilv 
with other program~ would" suhjeet em plorcn { pre~enll)' o nlv 
£r;":I[O: In~lltUlIIIll~) to a ll of these rc~\llatlon~ for he n!; ti l\ 
!lo t now co'·c red hy ERI SA. !JU!Uu~ne....tmDIO~lt·"::i-­
non..: of th..:m unoJ..:r ~ocia l ~ ,,: c\l ri~ 

---rriJdd-r;r;;;;- 10 t;;i"ts ~d by ER IS."' . emplo)'cu could 
e'\pt:ct to rtln up :'lsainst olh..: r rCSlrk-tion, in accemP.tinS suh· 
'Ii lll!":~ . A s noted el ~cwhcre. the life in~\lr:mcc value of soci:ll 
sccuri ty survivor hcndits is high. re:aching :IS much :u S 159.' 
noo unde r pre,cnl I:\w. Allcmp1inf! to proviJe the:se hcndil5 
hy group life in~ur.lnce may pose a leg:!1 problem. In ma ny 
51:11e:,. insur:tnl·c Ia", \ limit lhc :I mounl o f group lifc i n~ lIrancc 

th :1I can he providcd by an employe r. often 10 two or IWO· 
:tn,I·\lm: ·h:LIf tim..:, salary. or 10 a sp':l·ific dollar amount w.:l1 
helnw the ":l l ll~' (If the social ~e:cllrity sun'ivor henell is. Some 
cmllloyer~ woulu therefore fi nd In:ll these survivor h.enclits 
sim['ll)" l·:tnnot leg:1l1y be replaced throu!;h group life i n~ur · 

anl·C. AI,o, the Inlernal Revenue Cod ... ~pe..:ifi e s th:H when· 
e,'e: r nh.lre: Ihan S50.!lOO of J;rollll lik inSllf3net is provided 
an in.l ividu:t l. Ihe premium (or in~ll rancc aho\'c tha t amount 
nm~t he incluu..:,J :!s ta.\:1hJc income 10 Ihe emplo)"ee. 

CIl,,!!rl'uimlfll Ar:I;(lI1 

The po~~ihi l it)' of Congre,~inn:l l action to furthe r di~collf:'lge 
o r prohi "it OASDHI wit hur:'lw:Lls C:lnml[ he o,·erlooked . T he 
Soci:11 Securi ty Admi ni~ lf:1tion Il:ls estimated Inat just fOT the 
employees of New Yo rk City Ihe: re: would be a $) .1 billion 

• 
I,,~~ in ~·(ln[rihU1inn' and in t ere~ 1 10 the: trtht fund.; ull rin 
thc perinll uf l'J7s thrnu!!h 19S 2 if Ihe:ir co"e raf:e i~ I<!rm~ 
naled in ,\larch 1971( .: ~hc concept of :, n:lt ion:11 inl·on)e 
I ran~fcr .'I.Y'lcm \w;h a~ \oe i:1l ~eCUri l\' :t~' " me:~ IIni'·er<:!1 par. 
t l~· l paIlUn :Icro,~ ~Qdcty and :lcrou $!..:ner:'l tion<. T ne:rc i\ 
'ume 4I1e'li, 'n of thc proprict)' of puhlic or pn'·:"e eJucalional 
in' litulion\ opling ('Ill of :1 n:ll ion:ll pro!;r:!m un the \ lren:;lh 
elf :, .'I\Ct·ial "Olll"l'"illn tlla t uTlgin;lled :'l 4uart ..:r of a ce:n. 
lilt)" ago hecau~e lI f Ihei r hi ~ tu r i c:t l n cm ption from federal 
taxcs. 

Thc C(lmmi,~i(lner nf Ihc Saci:11 Securily Administration 
has \I:1 lcd tll:!t l'o n~idc:ra l jon of increas.:d wi thd r:lwals m:l)' 
wcll ic:ld 10 :t re·e.':IOli nalion of the punk ral ic)' on whit·h 
Ihe present cover:!!:e pro,i~ion~ :Ire ":I~d. '"We :Ire W!ry 

mU~'h concerneJ:' he h.l ) Oh\CTved. '":lhO\l\ the c:fTccls Ih:lt 
Ih~·~e lerm i n;uinn.~ n:,ve on II Ie hendil IlrOlel·linn o r work.er~ 
'" hose cover;lgc is lermin:l.I ed and on the fin:lncia l and pro· 
gr:'lmmalic inlC!; ri ly of Ihc Soci :ll Sceuri t)' trllst fund5."~ 

To prevent cd !"Ilinc lo\\e~ of revenuc.~. it is likeh' th3t 
COllgT":'S Will clln~id ... r propo~:l I~ I at eO\'cral'e c m3de com· 
fidh ory 1M :11i employe.:,. lIlt· ludln ' cu rTellt! cxcm I cove rn· 
menl emp u~ ... c,. Thc '-)75 Alivi~o ry Council o n Social Se· 

't:'iiru y recommended that Congress inlm..:di:t!el ), hegin de· 
\'cloping \.\ t1ys or m:!kin!; the system :lpplicablc to \'i rtu311y 
all gainful employment. or course Ih is and other proposals 
hcing made will bee oppo\ilion. hut the poi nt to hear in mind 
is that Congressional committees arc :llre:ld), serious])' con· 
sidering a ll a\pcc t ~ of th l.: wi thd r:lwal prOl:cs~ :lnd ils impiic3' 
lions for Ihe ftlture o f socinl se:curit y. 

TIAA hdicvc.t 11'1:11 :111 in ~ li t uli(ln giving c:l rcful consideralion 
10 the cconomle ~ecurll\· (1 t ho! h pre~enl and IUlme em rloye: e.~. 
iO'''its necu) in renu ili ng :lIlU rClaining stalL 3nc..l 10 Ihe limits 
of its own rinancial re:,outccs. will Teco nIle the con~ic!er:'l b!e 
va tiC 0 ~OI:illl securit y as a ase or its slall ~nCfil\ progr:lm. 
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