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Understanding Social Security and Medicare is not an easy task as I have found out over the past five or six years.  When I turned 65, I signed up for Medicare Part A and a few months later I applied for Social Security and started getting monthly benefits. Then, on 31 Dec 2010, at age 70, I retired from the Federal Government and signed up for Medicare Part B. I also notified the Social Security Office that I had retired and they immediately reduced my benefits. Yes, I had been receiving “full” Social Security benefits while I was working but once I retired, new rules kicked in and I lost two-thirds of my benefits.  Then I had to start paying for Medicare Part B and that money comes out of my Social Security check. Now, I’m receiving very little Social Security money.  Does that sound fair to you?  When I’m working full-time and don’t really need the Social Security money, I get full benefits, but after I retire and need the money, they cut it to almost nothing.  My Social Security benefits were based on the part-time income I had earned outside my Federal Government job.  My benefits should not have been reduced after I retired – It is not fair!  So, anyway, the information in this column is mostly for my own benefit but it might be of interest to other Federal employees, Federal retirees and maybe even a few other people.
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	Roosevelt Signs Social Security Act
	Social Security Card


The Social Security Act was signed by Franklin D. Roosevelt on August 14, 1935. Taxes were collected for the first time in January 1937 and the first one-time, lump-sum payments were made that same month. Regular ongoing monthly benefits started in January 1940.  Under the 1935 law, Social Security only paid retirement benefits to the primary worker. A 1939 change in the law added survivor benefits and benefits for the retiree's spouse and children. In 1956, disability benefits were added. Medicare was passed into law on July 30, 1965 and beneficiaries were first able to sign-up for the program on July 1, 1966.  Now, let’s get a few pressing questions about Social Security answered.

Is there significance to the numbers assigned in the Social Security Number?  
Yes, the first three digits are assigned by the geographical region in which the person was residing at the time he/she obtained a number. Generally, numbers were assigned beginning in the northeast and moving westward. So people on the east coast have the lowest numbers and those on the west coast have the highest numbers. The remaining six digits in the number are more or less randomly assigned and were organized to facilitate the early manual bookkeeping operations associated with the creation of Social Security in the 1930s.  To date, about 454 million different numbers have been issued – numbers are not reused after a person dies or for any other reason. 
Do all U.S. workers get Social Security?  
No, let’s go over the rules for qualifying for Social Security.  You must work long enough and earn enough to accrue a specified number of ''quarters'' of Social Security coverage. Anyone 59 or younger this year must accumulate 40 quarters, which takes roughly 10 years.  (People 60 to 65 need 34 to 39 quarters.) Social Security adds a quarter to your record every time your earnings reach a minimum level that rises annually with wage inflation. 
Is it true that members of Congress and other Federal workers do not have to pay into Social Security?  
Yes and No.  All members of Congress, the President and Vice President, Federal judges, and most political appointees, were covered under the Social Security program starting in January 1984. They pay into the system just like everyone else.  However, prior to this time, most Federal government workers and officials were participants in the Civil Service Retirement System (CSRS) which came into being in 1920 -- 15 years before the Social Security system was formed. For this reason, historically, Federal employees were not participants in the Social Security System.  This means that all federal employees hired on or after January 1, 1984 are mandatorily covered under Social Security -- the CSRS system is not an option for them.  There are still some Federal employees, those who were hired prior to January 1984, who are not participants in the Social Security system. 
Why are Social Security taxes called FICA contributions?  
Social Security payroll taxes are collected under authority of the Federal Insurance Contributions Act (FICA). The payroll taxes are sometimes even called "FICA taxes." In the original 1935 law, the benefit provisions were in Title II of the Act and the taxing provisions were in a separate title, Title VIII.  As part of the 1939 Amendments, the Title VIII taxing provisions were taken out of the Social Security Act and placed in the Internal Revenue Code. Since it wouldn't make any sense to call this new section of the Internal Revenue Code "Title VIII," it was renamed the "Federal Insurance Contributions Act."  So FICA is nothing more than the tax provisions of the Social Security Act, as they appear in the Internal Revenue Code. The FICA tax rate, which is the combined social security tax rate of 6.2% and the Medicare tax rate of 1.45%, remains at 7.65% for 2011. The maximum social security tax employees and employers will each pay in 2011 is $6,621.60. The maximum total income that you have to pay Social Security taxes on is $106,800.  This is unchanged from the 2010 maximum. 
What is the maximum Social Security benefit I can get?

The maximum benefit depends on the age a worker chooses to retire.  For example, for a worker retiring at age 66 in 2011, the amount is $2,366 a month.  This figure is based on earnings at the maximum taxable amount for every year after age 21. 
What are the age rules for receiving Social Security benefits? 
The earliest age at which (reduced) benefits are payable is 62. Full retirement benefits depend on a retiree's year of birth. Those born before 1938 have a normal retirement age of 65.  Normal retirement age increases by two months for each ensuing year of birth until the 1943 year of birth, when it stays at age 66 years until the year of birth 1955. Thereafter the normal retirement age increases again by two months for each year ending in the 1960 year of birth, when normal retirement age stops at age 67 for all born thereafter.  A worker who starts benefits before normal retirement age has their benefit reduced based on the number of months before normal retirement age they start benefits. This reduction is 5/9 of 1% for each month up to 36 and then 5/12 of 1% for each additional month. This formula gives an 80% benefit at age 62 for a worker with a normal retirement age of 65, a 75% benefit at age 62 for a worker with a normal retirement age of 66, and a 70% benefit at age 62 for a worker with a normal retirement age of 67.  A worker who delays starting retirement benefits past normal retirement age earns delayed retirement credits that increase their benefit until they reach age 70. These credits are also applied to their widower's benefit.  Children and spouse benefits are not affected by these credits. 
Why were my Social Security benefits reduced to almost nothing?

Your Social Security retirement benefits will be reduced if you work for an employer who does not withhold Social Security taxes from your salary, such as a government agency or an employer in another country, and the pension you get is based on that work.  This stupid rule is called the Windfall Elimination Provision.  A modified formula is used to calculate your benefit amount, resulting in a lower Social Security benefit than you otherwise would receive.  The Windfall Elimination Provision affects all retirees that earned a pension in any job where you did not pay Social Security taxes and they worked in other jobs long enough to qualify for a Social Security retirement benefit.  For example, this provision affects Social Security benefits when any part of a person’s federal service after 1956 is covered under the Civil Service Retirement System (CSRS) – like me.
When did Social Security COLAs (Cost-of-Living Allowances) start?  
COLAs were first paid in 1975 as a result of a 1972 law. Prior to this, benefits were increased irregularly by special acts of Congress.

That’s enough for now about Social Security.  I will tell you my plan for saving the Social Security Program from going broke later in this column.  Now, let’s talk about everybody’s favorite topic – MEDICARE.
Medicare is the federally administered health insurance program for people sixty-five years of age and older, certain disabled people under sixty-five years of age, and people with end-stage renal (kidney) disease. The Original Medicare which is administered directly by the Federal government is the way most people get their Medicare health benefits and has two primary parts: 

Part A (Hospital Insurance) covers most medically necessary hospital, skilled nursing facility, home health and hospice care. It is free if you have worked and paid Social Security taxes for at least 40 calendar quarters (10 years); you will pay a monthly premium if you have worked and paid taxes for less time. The Part A premium is $248.00 per month for people having 30-39 quarters of Medicare-covered employment and the premium is $450.00 per month for people who are not otherwise eligible for premium-free hospital insurance and have less than 30 quarters of Medicare-covered employment.   

Part B (Medical Insurance) covers most medically necessary doctor’s services, preventive care, durable medical equipment, hospital outpatient services, laboratory tests, x-rays, mental health care, and some home health and ambulance services. You pay a monthly premium for this coverage.  Most beneficiaries will continue to pay the same $96.40 or $110.50 premium amount in 2011.  Beneficiaries who currently have the Social Security Administration (SSA) withhold their Part B premium and have incomes of $85,000 or less (or $170,000 or less for joint filers) will not have an increase in their Part B premium in 2011.  For all others, the standard Medicare Part B monthly premium will be $115.40, which is a 4.4% increase over the 2010 premium.  
Medicare Part D (Prescription Drug Insurance) is the part of Medicare that provides outpatient prescription drug coverage. Part D is provided only through private insurance companies that have contracts with the government—it is never provided directly by the government like Original Medicare is.  Part D is optional for most people - whether you should take it depends on your current prescription drug plan and your needs. 

Medicare Part C is not a separate benefit. Part C is the part of Medicare that allows private health insurance companies to provide Medicare benefits. These Medicare private health plans, such as HMOs and PPOs, are sometimes known as Medicare Advantage plans. If you want, you can choose to get your Medicare coverage through a Medicare private health plan instead of Original Medicare.  Medicare private health plans must offer at least the same benefits as Original Medicare (those covered under Parts A and B) but can do so with different rules, costs and coverage restrictions.  You can also get Part D (Prescription Drugs) as part of the benefits package, if you choose. Many different kinds of Medicare private health plans are available. You will probably have to pay a monthly premium for this coverage, in addition to your Part B premium.
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Well, that is the basics of Medicare, but for most seniors, it is not an easy task deciding what health care options they need and what they can afford.  There are all these questions and decisions that older people have to make when they turn 65 such as:
What Medicare Parts I’m required to take?

What is an HMO, PPO, POS, and what the heck is a MEDIGAP?

Do I need Supplemental Health Insurance?

How do I get my Prescription Drugs? 

Should I drop my FEHB Program and signup for something else when I retire?

How much is my health insurance going to cost?
Yes, it is very complicated but I’m going to make it easy for Federal Government workers who are getting ready to retire and go on Medicare. Take your FEHB Program into retirement and take the Original Medicare Part A (when you can) and Part B (after you retire).  You don’t have to give it a second thought – you will have the very best health insurance available and the Government will continue to help pay for your FEHB insurance.  You other people better pay close attention to the information provided below.  It you don’t have a FEHB plan, you may need to sign up for an HMO Plan or get Supplemental Health Insurance.  Let’s find out what these different things are:
FEHB (Federal Employees Health Benefits) Program is open to almost all government civilian employees on a voluntary basis.  This is good insurance – I think it is better than any of the other available Medicare options.  FEHB premium costs are shared by the government and the participating employee or retiree. Under the “Fair Share Formula,” the maximum government contribution is set at 72 percent of the weighted average cost of all plans, not to exceed 75 percent of the cost of any specific plan. The enrollee pays for the balance of the premium cost.
Medicare HMOs (Health Maintenance Organizations) are managed care organizations. To control expenses, they limit the number of doctors, hospitals and other health care providers they do business with. If you want to stay with your present doctor(s) or other health care provider(s), ask them if they belong to the Medicare HMO plan you are considering. If they don't, you may want to find another HMO or stay with the Original Medicare benefits plan.
Advantages of Medicare HMOs:

HMO members have a fixed monthly payment and do not have a lot of additional fees in any given month even if they make considerable use of basic medical services. HMOs try to reduce accumulative costs of medical care by focusing on preventive care and health maintenance. Medicare HMOs usually require only a nominal co-payment for most services, and do not place a lifetime limit on benefits. You will receive treatment as long as you are enrolled in the HMO.

Disadvantages of Medicare HMOs:

Your primary care physician must approve of any referrals to specialists and can, therefore, limit access to specialists by not providing the referral you may feel you need. HMO members must obtain treatment only from HMO providers, except for emergencies. Emergencies may be strictly defined, and usually non-HMO providers will be covered only when the member utilizes services while traveling in an area where HMO providers are not available.
Point-of-Service (POS) plans are HMO plans that also allow you the use of non-plan or non-preferred providers for some services, but these plans will cost you more.
A Medicare PPO (Preferred Provider Organization) is a group of providers including doctors and hospitals that provide medical services to members at a discounted rate. The PPO insurance policy and particular providers employ service control programs to limit the services and accumulative costs of the medical services. Members pay for services as they use them. The PPO pays a portion of the doctor’s and hospital’s fees, while the members pay a co-payment. The price of particular services and the amount of the co-payments are predetermined and regulated by contract between the providers and the PPO.

Advantages of PPOs:

Medicare PPOs provide a greater choice of physicians than do Medicare HMOs. Members may choose to go to any physician they want; however, reimbursements for in-plan providers usually are much higher than for out-of-plan providers. For example, members may have only a 10 percent co-payment when they use in-plan providers, but must pay as much as 50 percent when using out-of-plan providers. Out-of-pocket expenses such as deductibles and co-payments are typically limited. Annual in-network limits usually are around $1200 for individuals, while out-of-network limits are typically around $2000.

Disadvantages of PPOs:

PPOs have larger co-payments than HMOs and usually require you to pay a deductible. There may be more paperwork involved, especially if you see providers who are out of the network.
What are MEDIGAP Plans?

MEDIGAP is extra health insurance that you buy from a private company to help pay for services or gaps that Original Medicare doesn't cover.  You pay a monthly premium for a MEDIGAP policy. However, if you use health services not covered by Medicare, your MEDIGAP policy may save you money in the long run. You have to decide whether paying for a MEDIGAP policy makes sense for you.  MEDIGAP policies are only available to people who already have Medicare Part A for hospital services and Medicare Part B for doctor services. People who have a Medicare Advantage plan cannot get a MEDIGAP plan (and shouldn't need one.)
Is MEDIGAP the same thing as Supplemental Insurance?

Yes and no. You may have heard of MEDIGAP insurance as well as Medicare Supplemental Insurance. When the plans were first introduced in the 1990’s they were all referred to as Supplemental Medicare Insurance. More recently the generally accepted term has been MEDIGAP Insurance. So "MEDIGAP” and Medicare Supplemental Insurance are the exact same thing and interchangeable. However, there are other kinds of supplemental insurance and this is where things get confusing for many seniors.  For example, that famous annoyingly quacking duck should come to mind.  AFLAC offers another kind of supplemental coverage other than MEDIGAP, in this case, supplemental disability insurance. To keep things simple, just remember all supplemental or MEDIGAP insurance policies are designed to cover or minimize "out-of- pocket" expenses such as co-pays and deductibles.
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Should I sign up for Medicare Part A and B if I am still working?

Even if you keep working after you turn 65, you should sign up for Medicare Part A.  If you have health coverage through your employer or union, Part A may still help pay some of the costs not covered by your group health plan. However, it is recommended that you wait until you retire before signing up for Medicare Part B, providing you or your spouse has enough health coverage.  You would have to pay the monthly Medicare Part B premium, and the Medicare Part B benefits may be of limited value to you as long as your health plan is the primary payer of your medical bills. Once you retire, Medicare becomes the primary payer. You don't have to take Part B coverage if you don't want it, and your health plan provider can't require you to take it. But, there are several advantages to enrolling in Part B such as:
    •You must be enrolled in Parts A and B to join a Medicare Advantage plan.

    •You have the advantage of coordination of benefits between Medicare and your health plan, reducing your out-of-pocket costs.

    •Some services covered under Medicare Part B might not be covered or only partially covered by your plan.
Bottom Line:  Signup for Medicare Part A at age 65 and Part B at age 65 or when you retire.

Is it a good idea to join a Medicare Advantage Plan and drop my FEHB coverage?

I thought I covered this already - I think it is always a bad idea to drop your FEHB coverage.  But, a lot of people do enroll in a Medicare Advantage plan and drop their FEHB coverage because they think their Medicare Advantage plan will provide the same benefits at a lower cost. This is usually a mistake since almost all Medicare Advantage Plans have restrictions and things they will not cover.
Can I just signup for Medicare Part A, B, and D and drop my FEHB coverage?

Boy, no wonder seniors are so confused with all the Medicare options.  They don’t listen!! Yes, you can sign up for Medicare Part A, B, and D and drop your FEHB coverage but this would also be a very bad idea. Medicare will pay only about 80% of your health related costs and this can leave you with some large out-of-pocket bills.  Most people need some kind of supplemental health insurance to help take care of these additional expenses.
Bottom Line:  Government retirees should keep their FEHB coverage in addition to Medicare Parts A and B.

What is the difference between Medicare and Medicaid?

Medicaid and Medicare sound similar, but they are in fact very different programs. One of the biggest differences is Medicaid is a state governed program and Medicare is a federal governed program. Medicaid is for low income:

    • Pregnant women

    • Children under the age of 19

    • People 65 and over

    • People who are blind

    • People who are disabled

    • People who need nursing home care
I can promise you that as a retired Government employee, you will never qualify for Medicaid.

Both Social Security and Medicare are very important to millions of elderly people in America.  The average monthly Social Security benefit for a retired worker was about $1,177 (or $14,124 a year) at the beginning of 2011.  About 60% of retired workers in the United States don’t have pensions anymore and have to live on their Social Security plus whatever savings they might have. These people are not living high on the hog!  In fact, many Americans have to decide every month whether to buy food or medicine.  This is bad and another good reason not to cut Social Security or Medicare benefits. But, almost every year our rich fearless leaders in Washington say our country is going broke and they need to cut spending.  The first programs they put on the chopping block are Social Security and Medicare which would cut the benefits for the elderly and sick people living in the United States.  If that was not bad enough, the Governor of Hawaii (Neil Abercrombie) wants to tax our pensions and do away with any tax breaks we might have now.  He also wants to tax soda and increase the tax on beer.  Now, that’s going a little too far!!
The U.S. Social Security program is the largest government program in the world and the single greatest expenditure in the federal budget, with 20.8% for Social Security, compared to 20.5% for national defense and 20.1% for Medicare/Medicaid. Social Security is currently estimated to be keeping 40% of all Americans age 65 or older out of poverty.
The Government is now telling us that by 2037, Social Security funds will be drained and the incoming Social Security money will only be enough to pay 75% of what we are getting now.  This will cause a lot of elderly people to lose their homes and join the growing ranks of homeless people living in the streets and parks of this great nation.  Something needs to be done.
Why is Social Security going broke?  
Simply put, people are retiring earlier and living much longer. When they first started the Social Security Program in the 1930s, the average life expectancy was 63 years of age and there were 40 workers supporting each retired person. Now, the average life expectancy is approaching 80 and there are only about 4 workers supporting each retired person. These numbers don’t compute well for Social Security being around long.

So, smarty, how are you going to fix Social Security?  
I have several ideas but none of them will be too popular with younger workers paying Social Security, disabled workers receiving Social Security, spouses and children of disabled workers receiving Social Security benefits.  But, before I can fix it, we need to know exactly who is getting Social Security benefits and how much.  The following information and chart does a good job of answering these questions. 
Who Gets Social Security?
About 54 million people collect Social Security benefits each month, and they account for about one in six people in the United States. In about one household in four, someone is receiving Social Security benefits.

About 34 million retired workers receive benefits and another 3 million individuals receive benefits as spouses or children of retired workers. A total of 6.3 million people receive benefits as survivors of deceased workers, and these beneficiaries include approximately 4 million aged widows and widowers and 565,000 children. Another 8 million people receive benefits as disabled workers, and about 2 million people receive benefits as the child or spouse of a disabled worker.  A total of 3.2 million children under age 18 receive Social Security and another 1.0 million adults who have been disabled since childhood get benefits as dependents of a retired, disabled or deceased parent. 
Social Security benefits as of August 31, 2010  
	Beneficiaries
	Number of Beneficiaries
	Average Monthly Benefit

	Retired Workers and their Families

    Retired workers
    Wives and husbands of retired workers

    Children of retired workers
Survivors of Deceased Workers
    Widows and widowers and parents (aged 60+)

    Children of deceased workers

    Widowed parents caring for children
    Disabled widows and widowers 

Disabled Workers and their Families

    Disabled Workers

    Wives and husbands of disabled workers

    Children of disabled workers

                            Total Beneficiaries:
  
	37,218,332

34,326,357

  2,327,590

     564,385

6,336,951

4,062,846

   564,385

  158,336

  240,223

9,992,219

8,071,562
   160,125

1,760,532

53,547,502


	$1,172

$   578

$   573

$1,131

$   750

$   848

$   682
$1,066

$   287

$   317




In 2010, Social Security paid out about $680 billion in benefits to retired workers, disabled persons, and dependents of retired, disabled or deceased workers. Of the total benefit payments, 69 percent was paid to retirees and their families, 15 percent was paid to survivors of deceased workers, and 16 percent was paid to disabled workers and their families.
Social Security was never meant to be the only source of income for people when they retire. Social Security replaces about 40 percent of an average wage earner’s income after retiring, and most financial advisors say retirees will need 70 percent or more of pre-retirement earnings to live comfortably. To have a comfortable retirement, Americans need much more than just Social Security. They also need private pensions, savings and investments. 
Okay, I think we have enough facts to start fixing Social Security.  Here are my recommendations:
Raise the minimum age to receive (reduced benefits) Social Security from 62 to 70.  

        At age 70, you would get 75% of full benefits.

        At age 71, you would get 80% of full benefits.

        At age 72, you would get 85% of full benefits.

        At age 73, you would get 90% of full benefits.

        At age 74, you would get 95% of full benefits.

Raise the minimum age to receive (full) Social Security to 75 or older.  Currently, people are getting full Social Security at age 65, 66, or 67 depending on their birth date.  People are living longer and drawing Social Security for a much longer period.  Age 75 is a reasonable age to start drawing full Social Security. It wouldn’t hurt if people worked a little longer. 
Get rid of the maximum total income that you have to pay Social Security taxes on.  This year (2011) it is $106,800.  Make workers pay Social Security taxes (FICA) on all of their income.  Why cut it off at a certain income level?  This is only benefiting the more wealthy people.
Stop giving Social Security benefits to the rich – especially if they don’t want it.   People making $400,000, $600,000, $1 million or more a year can surely squeak by without drawing a Social Security check.  Give these people the option of taking a tax break (a tax deductible contribution of no more than what Social Security they would have received) or drawing their normal Social Security benefits or doing the right thing by electing not to receive any Social Security benefits at all.
Stop giving Social Security benefits to able-bodied lazy people who claim they are disabled.  Not only are they trying to get a check for themselves but they are also trying to get a check for their lazy fat spouse and their spoiled kids.  The Social Security Office is swamped with these disability claims and the government needs to setup stricter rules and a better validation system for checking whether or not these disability claims are true or not.  For those people who are not disabled and are just trying to beat the system in order to get free money for the rest of their life, prosecute them to the full extent of the law.
These fixes should keep Social Security in business for the next 70 years or at least until my grandkids are old enough to get their Social Security. 
We might as well try and fix Medicare while we are at it.  The only major problem I can see with Medicare is the extensive fraud going on at several levels. Medicare fraud is a general term that refers to an individual or corporation that seeks to collect Medicare health care reimbursement under false pretenses. There are many different types of Medicare fraud, all of which have the same goal: to bilk money from the Medicare program. The total amount of Medicare fraud is difficult to track, because not all fraud is detected and not all suspicious claims turn out to be fraudulent. According to the Office of Management and Budget, Medicare "improper payments" were about $48 billion in 2010.  They estimate that total Medicare spending was $528 billion in 2010, so this gives a rough estimate of about 9% waste fraudulent payments. The Medicare program is a target for fraud because it is based on the "honor system" of billing. It was originally set-up to help honest doctors who helped the needy with medical services. There are few safeguards to eliminate false claims. In fact, claims are paid automatically because the goal of Medicare is not to root out false claims, but to pay claims quickly and smoothly.
If the Government can get tougher on these organizations, doctors, and other people submitting fraudulent claims – and getting the fraudulent payments rate down below 5% - Medicare should be okay.  That is, if the President and Lawmakers could keep from messing around with it anymore than they already have. The government can’t seem to control its own spending so it is not likely they can control the costs of our healthcare. This is mostly true and normally I wouldn’t be in favor of the Government controlling and administrating any business but in the case of Social Security and Medicare, I’m going to make an exception.  Maybe I’m becoming more liberal in my old age, but I think these two programs are critical to the elderly people of this nation and I feel it is the responsibility of the Government to help take care of its older citizens.
Before I close this article, I need to address one more thing that has been bothering me lately.  I keep hearing our President (Obama), our Lawmakers, and a lot of people in the media talking about Social Security being an entitlement program and being one of the biggest cost items in the budget.  How can this be?  I thought Social Security had its own fund that contained money workers have paid through FICA withholdings.  I did some research and found this article on the Internet – I fully agree with everything it says:
The Great Lie

Lately there isn't a month that goes by without hearing something bad about Social Security (SS). We've all heard the bad news... "It's going bankrupt"...It's going to bankrupt the country"..."It should be privatized" ...and the worst of all worlds ...It's an entitlement program".  Well, it’s high time to set the record straight on one count anyway! That being Social Security constantly labeled as an entitlement program by the government, Wall Street and most of the major media outlets. The entitlement label is just plain wrong and should absolutely infuriate anyone who has paid into the system for any length of time.

The Real Truth

Here is the short version of why the entitlement tag should not be applied to Social Security. This brilliantly conceived public program instituted by FDR has always been fully funded by employers and employees, without any need for government subsidy. The program is simple and has worked flawlessly for over 70 years. Its operating funds are deducted from an employee’s salary and matched by their employer. These funds are invested in a general fund that earns interest, ensuring the program remains solvent. In essence, Social Security cannot be labeled an entitlement because the money being issued to recipients of the program is actually theirs to begin with!

A Perfect Real Life Example

There are many examples of why the entitlement tag should not be applied to Social Security. The following is one that we feel is perfect for explanation purposes. We recently spoke to an individual who worked for a single company for 10 years; and then operated his own business for over 20 years. The business had only one employee, that being him, the operator. In that 20 year time frame that he owned his business, he paid both the employer, and employee portion of his Social Security income tax. The reason this example is perfect, is that in both situations, (e.g., 10 years, employee - 20 years, business owner), everyone is funding their SS account the same way as this man, (e.g., you pay one half and your employer is paying the other half of your SS tax payments. Most people who do not own a business are unaware of this simple but hugely important fact. Every person paying into SS receives a mandatory, exact, matching payment from their employer. Incidentally as a side note, this is how most private company retirement benefit programs work. It's ironic that they would choose to follow a government program set up in the 30's.

At age 63, the gentleman became totally disabled due to a non-work related illness. Although he had a private disability plan, it only covered him for five years. His savings soon ran out, and at age 68, he decided to retire and take his full Social Security benefit. He now collects a Social Security check each month. Our point in telling this story is this. Since this gentleman is collecting money he paid into the SS system for over 30 years, 20 of which he paid both employer and employee portions, should this be labeled an entitlement? We emphatically say NO...and here is the reason why...

When contemplating retirement, the gentleman researched what he had paid into the Social Security program over the 20 years owning his business, plus 10 years of working for someone else before that. Remember that he had paid both the employee and employer portion of SS while he owned and operated his business. What he found out was astounding. Without throwing a ton of figures at you, the man told us that he calculated that, in over thirty years, with interest, his SS account had accumulated well over $700.000.00. His monthly benefit check from SS would amount to 2.300.00. In short, his SS account would support him for over 25 years! Since the 700K was money he invested in the program, how can the small monthly income he receives ever be considered an entitlement? Isn't it just his money being returned to him in the form of a monthly stipend?
I hope this column helped answer some of your questions concerning Social Security and Medicare.  I don’t know why our Government and the Lawmakers always make these programs for elderly people so complicated.  Do you?    
                                                    bigdrifter44@gmail.com
                                                      http:// bigdrifter.com/[image: image8.png]


[image: image9][image: image10][image: image11]
