
The Ryan-Sununu Social Security Personal Savings Guarantee and Prosperity Act

This bill empowers workers with the freedom to choose a large personal account option for Social Security, with no benefit cuts or tax increases.

· From 2006-2015, the Ryan-Sununu legislation would allow workers to devote to tax-free personal accounts 5 percentage points of the current 12.4% Social Security payroll tax on the first $10,000 in wages and 2.5 percentage points on taxable wages above that.  Starting in 2016, workers will then be able to shift 10 percentage points of the current 12.4% on the first $10,000 in wages and 5 percentage points on taxable wages above that.  Once fully phased-in, this creates a progressive structure with an average account contribution among all workers of 6.4 percentage points.

· Initially, workers will be enrolled in a “life-cycle” fund that invests aggressively in a worker’s early years and less aggressively in the later years.  Workers may then choose from a list of index funds similar to those found in the federal Thrift Savings Plan (TSP).  

· Benefits payable from the tax-free accounts would substitute for a portion of Social Security benefits based on the degree to which workers exercised the account option over their careers.  Workers exercising the personal accounts would receive traditional Social Security retirement benefits based on the past taxes they have already paid into the program.  Workers would then also receive in addition the money payable through the personal accounts.

· The accounts are backed up by a safety net guaranteeing that workers would receive at least as much as Social Security promises under current law.

· Anyone who chooses to stay in Social Security would receive the benefits promised under current law.  Survivors and disability benefits would continue as under the current system unchanged.

· Social Security and the reform’s transition financing are placed in their own separate Social Security budget, apart from the rest of the Federal budget.  

Financing the transition:

· The short-term Social Security surpluses now projected until 2017 are devoted to financing the transition – instead of fueling other government spending;

· A national spending limitation measure that would reduce the rate of growth of Federal spending by one percentage point a year for eight years will be imposed.  The spending savings for those years is maintained until all short-term debt issued to fund the transition is paid off in full;

· One of the basic assumptions of the Ryan-Sununu plan is that increased investment through personal accounts will result in increase tax revenues to the General Fund.  The Ryan-Sununu plan recaptures a set portion of these projected revenue increases and dedicates them to the Social Security Trust Fund;

· To the extent needed, excess Social Security trust-fund bonds would be redeemed to continue to pay all promised Social Security benefits, with the funds to redeem them obtained by issuing new Federal bonds to the public.

Social Security Actuary’s Analysis:

· Permanent and growing surpluses begin in 2032.

· Positive cash flow by 2051.

· Workers would accumulate $6.99 trillion in today’s dollars in their accounts by 2020.  
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