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Examining the Debate of Social Security Pension Reform in the
United States by 1996

Won, Seok—Jo
(Professor, Division of Welfare and Health, Wonkwang University)

The purpose of this paper is to examine the issues and the characteristics of the
recent social security pension debate in the United States. For the purpose the
transforming process from the funded system to the pay-as-you-go system in the
1930s, three alternatives of social security reform proposed by the Social Security
Administration in 1996, and the other various alternatives proposed by the
politicians, the busincss leaders and the scholars were analysed.

While the alternatives were compared, the critical issues could be identified. The
core issues were as follows. First, the individual accounts should be newly made or
not? Second, who is the main administrator, government or private investment
companics? Third, what is important, the inter-generational and the vertical income
redistribution cffect or the individual equity in social security pension system?

Besides, the different positions of the social forces were also examined. The
supporters of privatizing the social security pension, supporters of 1A and PSA,
prefer the valuc of equity, the effect of promoting savings, the private management
of the social security funds, and the investment of the funds to the private capital
markets. The supporters of pay-as-you-go system, supporters of MB, prefer the
inter-generational and the wvertical income redistribution effect of social security
pension, and were convinced that fundamental changes of the systems are not
necessary, and the insolvency problem could be overcome through a few reform, for
example, incrcasing the rate and decreasing the benefits.

Key words: social security pension, defined benefit system, defined contribution

individual accounts, personal security accounts, income redistribution, a guaranieed
minimum benefit. '
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