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The Moral Case for Social Security
Privatization

by Daniel Shapiro

Executive Summary

he most important arguments for Social

Security privatization are moral, not eco-
nomic. Privatization would not be justifigble if
it were economically beneficial but morally
suspect.

However, aprivatized Socid Security system
meets moral criteriafar better than does our cur-
rent, bankrupt, pay-as-you-go system. A priva
tized Socia Security system gives individuas
more freedom to run their lives, is fairer, pro-
vides more security, and creates less antagonism
between generations, fostering a greater sense of
community.

In fact, privatization is defensible not only
from the classical liberal or libertarian per-
spective, based on maximizing individual
choice and liberty, but from virtualy every
perspective in political philosophy. Egali-
tarians, who frame their arguments in terms of
fairness, welfare theorists who frame their
arguments in terms of economic security,
communitarians who frame their argumentsin
terms of community, and anyone who frames
an argument in terms of whether average citi-
zens understand the institutions or programs
which they are asked to support, should all
support privatization.

Daniel Shapiro is associate professor of Philosophy at West Mirginia University. He has published numer-
ous articlesin social and political philosophy and public palicy.
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Introduction

The economic effects of Social Security pri-
véatization are the subject of intense debate
among public policy anaysts. Will privatization
boost national savings? Will it increase the rate
of economic growth? What are the transition
costs? These are all important questions.
However, the primary concerns about Social
Security privatization are moral, not economic.
Social Security was accepted by most
Americanson mora grounds. Ultimately, Socia
Security privatization will not be politicaly
viable unlessit is defensible on mora grounds.
The morality of privatization is not, however,
smply a strategic matter. Privatization would
not be justifiable if it were economically benefi-
cial but morally suspect.

One might expect that a moral argument for
privatization would be framed in terms of clas-
sical liberal values, such as respect for individ-
ual rights and the liberty to manage one's own
affairs. Indeed, such values are animportant rea
son to privatize Social Security—but they are
not the only reasons or the only vaues that
direct usto anew Socid Security system based
on individualy owned, privately invested retire-
ment accounts.

We live in a society that celebrates moral
pluralism, where different values compete for
the most politically significant award. While
most Americans believe that individual rights
and liberty are important, values such as fair-
ness, community, and security are also consid-
ered important. When those values appear to
be at odds, some people think liberty must be
traded off for the other values. Thus, they do
not consider arguments framed solely in terms
of individual rights to be compelling.
Privatization, however, is defensible not only
from the classical libera or libertarian per-
spective but from virtually every perspective
in political philosophy. Egalitarians, who
frame their arguments in terms of fairness,
welfare theorists who frame their argumentsin
terms of economic security, communitarians
who frame their arguments in terms of com-
munity, and anyone who frames an argument
in terms of whether average citizens under-
stand the institutions or programs which they
are asked to support, should all support priva
tization.

Liberty

Theclassical libera view holds that individu-
ashavetheright to run their lives asthey seefit,
provided they do not interfere with the right of
others to do the same. That, of course, isavery
abstract concept which requires elaboration.
Classical liberals or libertarians provide that
elaboration viaaset of rightsto life, liberty, and
property. These are negative rights, that is, the
only duty they impose isto refrain from certain
actions (murder, rape, assault, theft, and so on).
Libertarians believe that positive rights, which
require individuas to do something for some-
one, arise only through voluntary relations, for
example, through contract or by assuming a
responsibility such as being a parent.

Why isthe liberty that is provided by protec-
tion of our basic rights so important? Four kinds
of overlapping reasons are commonly invoked
to answer that question. First, the fact that we
don't know automatically what to do with our
lives is a powerful reason for alowing people
the freedom to discover what the best future
might be. Humans don’'t come with a book of
instructions. Though biology and culture give us
various ends, we need to order these ends, figure
out the best ways to pursue them, evaluate
whether they are realy worth pursuing, and—
sinceweared| quitefalible—very likely revise
some of them. Second, many of the plans and
projects, ambitions and goals we pursue would
have little value unless we chose them, endorsed
them, or in some sense had a role in shaping
them. Freedom from coercive interference is a
necessary ingredient in this shaping, or molding,
process. When we discover or decide what to do
with our lives, we put our own stamp on the
social matrix that helps shape our lives, so that
our lives are not merely asocia product but our
own.

Third, liberty is essential—to paraphrase
Immanuel Kant's often quoted dictum—we are
to treat people as ends in themsealves rather than
merely as means. Coercion, using force or
threats of serious harm to bend someoneto one's
own will, trests people as if they were mere
resources for our consumption and pleasure.
Voluntary interaction with others, on the other
hand, demonstrates a respect for the kind of
beings we are: human beings whose powers of
rational thought and judgment enable usto live
lives of our own and be responsible or account-
able for what we make of them. That we view



individuals as able to make something of them-
selvesis (in part) what gives them dignity.

Fourth, liberty helps people flourish. The
motto “be al you can be’ isnot just asogan for
the volunteer army but a reasonable description
of how humans generally fare in a free society.
A society which protects rights to life, liberty,
and private property produces enormous pros
perity and a flowering of voluntary organiza-
tions and associations. This in turn provides a
wide range of opportunities for diverse individ-
uasto find away of life or career or project that
is fulfilling. The more opportunities, the greater
the possibility for finding fulfillment.

A purely voluntary pension system is most
compatible with this classical libera emphasis
on liberty. From an economic standpoint, a pen-
sion system is an arrangement by which
resources are made available (by investment
and/or taxation) for retirement and old age. But
from a classical liberal perspective, it is much
more. Retirement decisions are part of mgjor life
decisions. Retirement decisions depend upon
on€e's occupation, one's trade-off between work
and leisure, one's time preference, the extent to
which concern for the future guides on€e's pre-
sent plans and goals, and so forth—and dl of
these are intimately involved with one's self-
definition, one's ambitions, and one's goals.
Thus the freedom to decide what kind of retire-
ment to have, when to cease working, how
much to put aside for on€e's retirement at various
points in one's life, and how to invest or utilize
one's contributions to one's pension are al free-
doms that go to the heart of the freedom and
responsibility to shape one's life. A system that
ismogt attuned to that freedom and responsibil-
ity will leave pensions solely to market arrange-
ments and leave support for the elderly who
have inadequate or no pensions to voluntary
organizations and familial arrangements.

However, many people find the idea of a
purely voluntary system scary: they think it will
not adequately provide for those who do not or
cannot plan for their future. Such worries are
likely exaggerated. When people are treated as
responsible, that is, accountable, for their lives,
this tends to ingtill another type of responsibili-
ty, the type of responsibility we speak of when
we commend or admire someone for being
trustworthy, reliable, and dependable. When
people are treated as accountable for what they
have made of themselves, they tend to respond
to life's challenges and opportunities. This

response involves not only making something of
their own lives, but assisting those who cannot
or will not cope with the challenges life brings.
Prior to the rise of the welfare State, a variety of
charities and mutual aid societies flourished, and
these groups attended to the needs of those who
fared badly.! Even with today’s oppressive level
of taxation and regulation, Americans are quite
generous and senditive to the problems of the
unfortunate and disadvantaged. Indeed, it is the
welfare state that has decreased our sense of
responsibility to others: if the state can provide,
if we can get later generations to fund our pen-
sions, our motivation to assist others is dimin-
ished.?

Having said all that, there islittle doubt that a
purely voluntary pension system is not a feas-
ble alternative for the foreseeable future. The
privatization proposals introduced in Congress,
and suggested by leading think tanks, envisona
system of mandatory savings. While those pro-
posals take avariety of forms, one useful model
is the system adopted first by Chile in 1981. In
the Chilean system, the funding and manage-
ment of pensionsiis left to the market: individu-
als own their own retirement account and
choose, within limits,® how to invest their con-
tributions, and at retirement, in what form to
receive their pension (e.g., phased withdrawals
or annuities). However, employees are required
to contribute a certain minimum annua percent-
age of their sdaries to their penson savings
account, and the government provides a safety
net for those whose pensions at retirement are
inadequate or nonexistent.

A system of compulsory private pensions
does arguably infringe on or interfere with one's
liberty and property rights since it compels con-
tributions without that compulsion being neces-
sary for the protection of others rights. But
compared with Social Security, thisis far more
respectful of classical liberal values. Thereisno
property right to apensionin Social Security*—
not surprisingly—since the system is a pay-as-
you-go system that funds pensions mainly by
taxes on present workers, rather than prior
investment of workers' contributions. Thus one
hasvirtually no freedom to determine how one's
contributions are to be utilized. Responsibility
for one's retirement is shifted, to a significant
extent, from workers and retirees to the govern-
ment, particularly for those with limited income
and little or no additional sources of retirement
funds.
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Equality and Fairness

It's no great surprise that a private pension
system scores better on libertarian values than
does the current Socia Security system. But
some people believe that a better score does not
settle the question. For these people ajust sys
tem is a fair one, and many academics under-
stand fairness in an egalitarian sense.

Egalitarianism can be understood in two dif-
ferent ways.® Strictly speaking, egalitarians
value equality as such, that is, they value equal-
ity not merely as a means to some other end but
as an independent value. Understood this way,
egdlitarianism ams to minimize relative
inequalities. On the other hand, some egalitari-
ans place a very high value on absolute
improvements in the lives of the worst off or
most disadvantaged and attach no independent
value to the size of the gaps between the worst
off and other groups. Few egditarians, it is
important to emphasize, believe that inequalities
per se or smply not being well off areinjustices.
Rather, most believe that justice requires mini-
mizing unchosen inequalities or improving the
condition of the worst off to the extent that their
condition arises through no fault or choice of
their own.®

By either definition egdlitarians should favor
privatizing Socia Security. To see why, com-
pare the intergenerational effects (relations
between generations) and the intragenerational
effects (relations among members of the same
generation) of the two aternative systems.

The intergenerational effects inherent in the
evolution of a pay-as-you-go (PAYGO) system
arewell understood. Social Security was a great
dedl for earlier generations (roughly, those born
prior to the end of World War 11): payroll taxes
were relatively low, and retirees (who did not
pay into the system their whole lives) got agreat
“rate of return” on their taxes, far above a nor-
ma market investment. The support ratio—the
ratio of workersto retirees—was high, thanksto
vigorous population growth, which supplied a
steady stream of new taxpayers, and the rela
tively low life expectancy of retirees, which
moderated growth in the implicit public pension
debt—that is, the liability for expected future
benefits. Those days are gone. Today’s retirees
have paid Socia Security taxes their whole
lives, life expectancy hasincreased, and popula
tion growth has dowed. The maturation of the
system and a decrease in the support ratio has
left us with high payroll taxes, a poor “rate of

return” for young workers, and a huge implicit
public pension debt. (That debt has not been
reduced by the so-caled surplus in the Socia
Security trust fund because the surplus is help-
ing to finance the general operations of the fed-
eral government.)” These burdens placed upon
later generations—which result smply from
their time of birth and thus are not their fault or
choice—are absent in a private system which
invests workers' contributions. A system which
invests contributions doesn’t burden later gener-
ations and yet ill gives earlier onesagood rate
of return.

The intragenerational effects of Socia
Security are somewhat more difficult to evalu-
ate® Socid Security may appear to have pro-
gressive redistribution because it has a progres-
sive benefit formula: those with lower earning
histories get a somewhat higher proportion of
their past income in benefits than do higher-
income recipients. However, upper-income peo-
ple tend to enter the workforce later than the
poor and to live longer after retirement. (Indeed,
the poor have much higher death rates before
age 65 than do the affluent.) This means upper-
income people will pay into the system for
fewer years and receive more in benefits than
lower-income people over a lifetime.
Furthermore, Social Security is funded in a
regressive manner, by a flat payroll tax with a
ceiling on the wages taxed. Studies of the intra:
generational effects of Socia Security have dis-
agreed about whether the affluent’s longer life
expectancy, later entrance in the workforce, and
Social Security’s regressive funding make the
system as a whole regressive in its intragenera-
tional effects. Some have found that to be so,
while others have found that the system is very
dightly progressive. However, the categories of
“poor” and “affluent” are too simple for egali-
tarian purposes, as most egalitarians are interest-
ed in inequalities between the worst off or dis-
advantaged and the better off or advantaged; and
being bad off or well off is not smply a matter
of one'sincome. In this regard, Socia Security
has particularly pernicious effects among some
groups that egalitarians are likely to consider
among the most disadvantaged. For example,
blacks do lesswell than whites, and black males
born in the early 1970s who earn about half the
average wage, will get a negative return from
Social Security.® Thus, al in al, Social
Security’s intragenerational redistribution is
pretty dismal by egalitarian standards.



Compulsory private pensions, in contrast,
have more postive intragenerational effects.
While market pensions do not redistribute
wealth among persons or groups, the safety net
provided by the Chilean system does create pro-
gressive redistribution, since it goes only to the
elderly poor and is financed out of genera rev-
enues, not through regressive payroll taxes.
Furthermore, the absolute position of the poor
and disadvantaged will greatly improve under a
private system. The rates of return in a private
system are much greater than in Social Security,
and most of the poor’s postretirement income at
present comes from Social Security.

To summarize, egdlitarians who are con-
cerned with relative inequalities should favor a
private system because it avoids the enormous
intergenerational transfers from later to early
generations and has more progressive intragen-
erational redistribution. Egditarians who are
concerned with the absol ute position of the poor
should aso favor a private system because it
will significantly raise their retirement income.

The above analysisinterpretsfairnessfrom an
egalitarian viewpoint. However, another com-
mon understanding of fairness links fairness not
with equality but with reciprocity and mutual
advantage. The opposite of reciprocity is
exploitation, which is usualy defined as a fail-
ure to get the value of one's contribution, and
being forced or having little choice but to par-
ticipate in a relationship or exchange. Socia
Security ismore unfair in this sense than private
pensions: it burdenslater generations with a dif-
ficult-to-escape tax liability and gives them a
rate of return far below what they could obtain
from a private system.

Economic Security

Welfare state programs are frequently justi-
fied by the claim that there are welfare rights—
that is, positive rights to economic security or a
minimal level of well-being. Classical liberals
believe that there are no welfare rights; as noted
earlier, they believe that positive rights arise
only through voluntary relationships.1® Clearly,
not everyone agrees. Even so, it isodd to justify
Socia Security by appeding to welfare rights,
since such rights are usually founded on need,
and Social Security is not a need-based or
means-tested program. True, there are some
need-based aspects of Social Security, such as
its progressive benefit formula and the reduction

in benefits if one works after reaching the offi-
cid retirement age. But the program as awhole
is not run, and not considered by its recipients,
as a welfare program. It is considered socia
insurance, with one's entitlements tied to one's
earning history; and it isfunded by a payroll tax,
which is meant to suggest earmarked contribu-
tions, rather than by general revenues, which
fund welfare programs. Thus, premises about
welfare rights cannot be used to defend Social
Security—even apart from the question of
whether or not those premises are true.

Politicd theorist J. Donald Moon has argued
that socia insurance programs can be defended
as a poaliticaly viable way to enact welfare
rights into law without undermining norms of
self-respect.r Means-tested programs threaten
the idea that self-respecting, able-bodied adults
will support themselves through productive
activity, because such programs base benefits
upon need, thus enabling adults who can work
to aobtain benefits without work. They thus
divide the community of able-bodied adultsinto
two classes, those who are responsible moral
agents who support themselves through work,
and those who depend purely upon others for
meeting their needs. That iswhy being “on wel-
farg’ is a pgorative phrase and why Congress
recently enacted welfare reform that is supposed
to make welfare conditional upon work. Social
insurance programs, in contrast, are universal,
so no stigma is attached to being a beneficiary;
and because one's benefits are tied to one's pro-
ductivity, then the right to receive benefits is
compatible with being viewed as an indepen-
dent person with self-respect, not someone pure-
ly dependent upon others for meeting one's
needs. In this way, economic security is provid-
ed without being based upon need.

Moon's argument may show that Social
Security is more compatible than means-tested
programs with the idea that self-respecting,
able-bodied adults should be productive and not
purely dependent upon others for meeting their
needs. However, if we use this standard of pro-
ductiveness to compare a compulsory private
pension system with Socia Security, the former
is a clear winner. Since Socia Security is a
PAY GO system, itslink with individual produc-
tivity is extremely weak: while one's earning
history does help determine, in part, one's bene-
fits, one'spension isfunded primarily by others
contributions or taxes. Normal ly, when we think
of individuals as productive and supporting

Egalitarians
who are
concerned
with relative
inequalities
should favor a
private system
because it
avoids the
enormous
intergenera-
tional transfers
from later

to early
generations
and has more
progressive
intragenera-
tional
redistribution.



Social
Security
redistributes
security over
time. Early
generations
are made
more secure
at the price
of reducing
security for
later ones.

themselves through work, we mean that they
receive incomefor their own contributions. That
does not happen in Socia Security. It does occur
in a system of compulsory private pensions
(except for the elderly poor who receive the
minimum pension guarantee).'?

Not only does a compulsory private system
do a better job of maintaining the link between
economic security and productiveness, it also
provides more security, ironicaly, than Social
Security. One's security is a function of (1) a
guarantee or high probability of an income, and
(2) the amount of income guaranteed. In the
early stage of a PAYGO system, retirees and
workers who retire within 15 to 35 years after
the founding of the system have more security
than they have under any private aternative.'®
Socia Security in this early stage performs bet-
ter than a private system on (2), while it is no
worse on (1), because, at this stage, benefit lev-
elsare being redefined to retirees’ advantage and
the large supply of workers and low life
expectancy limits the disadvantage of an
increase in workers' tax rates . However, in the
later stages, retirees and workers have less of
both (1) and (2) than in a private system. The
rate of return is lower, and worries today about
whether promises will be kept are widespread
because, to maintain the benefit levels earlier
generations received, taxes will have to rise
sharply. Thus, Social Security redistributes
security over time. Early generations are made
more secure at the price of reducing security for
later ones. In contrast, a private system keeps al
generations at the samelevel of fairly high secu-
rity, in the sense that over time on€e's rate of
return in the capital market will provide one
with a substantial pension, regardless of which
generation one belongs to.** The value of secu-
rity seems to decrease if it is achieved a the
expense of others. Thus, a private system is bet-
ter than Socia Security on this score.

Community

Social Security ismore coercive, lessfair, and
provides less economic security than a compul-
sory private system. Perhaps, though, Socia
Security can be defended on communitarian
grounds. Communitarians are those who think
our relationship to various communities is so
important for our individual and social well-
being that under today’s circumstances some
degree of individua liberty may need to be sac-

rificed to sustain that relationship.’® Two ideas
seem central to communitarians analysisor def-
inition of community. First, a community is an
association of individuals who share some com-
mon values and interests—in particular a sense
of what is public and private—or to put matters
somewhat differently, a shared sense of the
common good. Second, a community has a
shared sense of solidarity, thet is, a sense that
one's identity is a least partially defined by
one’'s membership in this association.’® Since
the United States, as a nation, does share some
values and interests, and to some extent does
consgtitute its citizens' identities, then communi-
tarianswill tend to favor the pension system that
has a comparative advantage in sustaining com-
mon values, interests, and feglings of solidarity
among Americans.

One way in which a pension system might
sustain such values and interests is the way it
expresses some idea of shared responshility.
Socia Security might seem to have a compara:
tive advantage for communitarians in this
regard. A compulsory private system, which
establishes a property right to a pension, is basi-
caly asystem of individual responsibility plusa
residual safety net for the indigent. While Social
Security has traces of a notion of individua
responsibility (one's earning history helps deter-
mine one's benefit level), the absence of indi-
vidual property rights to a penson and its
PAY GO nature mean that it is primarily oth-
ers—in one’'s own generation and previous gen-
erations—who assume responsibility for one's
retirement (and vice versa) As the Socid
Security Advisory Commission report put it,
“Socia Security is based on the premise that
we'reall in thistogether, with everyone sharing
responsbility not only for contributing to their
own and their family’s security, but also the
security of everyone else, present and future.”’

This communitarian defense of Social
Security may have been plausible before current
generations started getting araw deal. But when
a system produces severe intergenerational
inequalities, and when public awareness of this
unfairness comes to the surface, that system’s
mechanism for sharing responsibility no longer
promotes a sense of solidarity among citizens or
between generations. In fact, the opposite will
more likely occur. Furthermore, as some com-
munitarians have noted, a pension system carn-
not sustain a sense of solidarity if it does not
keep its promises.® Social Security is rife with



deceptive rhetoric and misleading terminol ogy.
Calling Social Security social insurance, payroll
taxes contributions, and government 10Us trust
funds,® all gives the distinct impression that
Socia Security is a funded pension plan rather
than a PAY GO system. Even if citizens believe
they are not being promised a market rate of
return and understand that Social Security can-
not promise such a return,® PAYGO systems
make it very difficult for them to understand the
system and determine just what is being
promised. The relationship between taxes paid
and benefits received is opague: frequent
changes are made in the taxation and benefit
rates and schedules, its actuaria status is heavi-
ly dependent upon popul ation trends and growth
inwages, and in genera the system is subject to
frequent political maneuvering. Not surprising-
ly, accurate information about the way the sys-
tem is being run, its likely future performance,
and so forth is hard to come by. The absence of
individua property rights in a PAY GO system
means there is no incentive to provide such
information (and makes it harder to enforce any
obligation to provide such information).?*

A privatized system, on the other hand, is
transparent compared with Socia Security, and
its promises are not difficult to keep. A private
system, except for the minimum pension guar-
antee, isadefined contribution system: thevalue
of on€'s pension at retirement depends upon
market returns. Unless fraud is present, defined
contribution systems generaly deliver market
rates of return, which is what they are designed
to do.? The rel ationship between premiums and
benefits is easy to understand. Private pension
plans have both the incentive and the obligation
to provide information about their actuarial sta-
tusand their rate of return, so theinvestor or par-
ticipant has areasonable basis for understanding
the system. In addition, participants have a gen-
uine property right in the system, which adds
further incentive to follow and monitor the
progress of their investment or contribution.
With the exception of the definition of the mini-
mum contribution and minimum  retirement
pension, a private system is not inherently sub-
ject to political manipulation.

Thus, surface impressions to the contrary,
communitarians should favor a private pension
system. Initsearlier stages, Social Security may
indeed have helped sustain the kind of solidari-
ty that communitarians prize. But the earlier
stages have given way to the later stages, pro-

ducing huge intergenerational inequalities and
giving citizens a sense that solemn promises
made to them will not be kept.2® On the other
hand, a private pension system avoids unfair
intergenerational  redistribution, keeps its
promises, and till retains some sense of shared
responsibility viaits minimum pension guaran-
tee. Thus it doesn’'t produce the same potential
for setting citizen against citizen, generation
against generation, that Socia Security doesin
its later stages.

The problem can be put a different way: com-
munitarians should not applaud the sense in
which “we are dl in this together” in Social
Security. In the later stages of Social Security,
“weareall inthistogether” means, roughly, “we
(later generations) are all stuck with this unfair
pension system now and cannot easily escapeits
burdens.” In a privatized system, “we are dl in
thistogether” is basically areminder to help the
elderly poor via the minimum pension guaran-
tee. The latter, it istrue, does not symbolize any
intergenerational sharing of responsibility.?* But
sincethe systemisfair and keepsits promises, it
is more conducive to harmonious relations
between generations.

Public Justification

No one doubts that, until recently, social
insurance programs like Social Security were
quite popular. Does this help justify Socia
Security, despite the arguments given above?
No, because public support does not imply pub-
lic judtification. Public justification means that
the public had good reasons for supporting the
program. But the public could not have good
reasons if it was seriously mised or misin-
formed about the program it endorsed, for then
it could not understand what it endorsed. With
regard to being mided, the rhetoric surrounding
Socia Security and the way it operates blocks
the public's access to reasonably reliable or
accurate information about the system. This is
not true for a private system. With regard to
being misinformed, there is considerable evi-
dence that the illusion that Social Security is
akin to funded pensions may very well have
been crucia to obtaining the high level of sup-
port that it has enjoyed until very recently.®

Some defenders of Socia Security have con-
ceded the above points but argue that areformed
Socia Security system would be justified if it
becomes more like market insurance and thus
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more comprehensible and less subject to misin-
formation. They propose the following:

1. Place Socid Security in a separate budget,
and establish rules to prevent it from being
influenced by the normal budgetary maneu-
vering.

2. Invest payroll taxes in whatever would
lessen the implicit public pension debt with
theleast risk (e.g., some combination of pri-
vate and government securities).

3. Allow individuals to partially opt out of
Socia Security, thus creating some direct
competition between Social Security and
market pensions.

4. Providethe equivalent of accurate quarterly
or annua reports, and make widely avail-
able to al recipients of Socid Security
accurate information about its actuarial sta
tus, expected rates of return, and so on.

While reforms like these would make Social
Security more like a private system, a Socia
Security system that merely imitates a private
system is obvioudly inferior to the rea thing.
Thereformed Socia Security system would still
remain PAY GO, and so determining one's rate
of return, the actuaria status of the system, and
so forth, would remain difficult compared with
aprivate alternative.

There is an even deeper problem with argu-
ments that Social Security can be reformed to
makeit is easier to obtain accurate information
about its functioning. Recall that this section
began with the understanding that public sup-
port does not translate into public justification
if the public has difficulty comprehending the
institution it supports. However, making accu-
rate information about Social Security might
well eliminate or drastically reduce public
support for the system, so that the issue of the
relationship between public support and justi-
fication wouldn’'t arise in the first place.
Equating Social Security with fully funded
market insurance (or viewing them as closely
anal ogous) was and has been crucial to its sup-
port, suggesting that if the government adver-
tised loudly, clearly, and persistently that the
system is PAYGO (i.e., there are significant
intergenerational transfers that harm later gen-
erations, one’s taxes are not being invested in
a genuine trust fund, and the system should
not be confused with market insurance), then
public support for Social Security would
decline. On the other hand, since a compulso-
ry private system is (largely) market insurance
and not PAY GO, accurate information about

its nature is no obstacle to its obtaining public
support.

Conclusion

Socia Security is one of the cornerstones of
thewelfare state. Until very recently, it was con-
sidered politically untouchable, morally sacro-
sanct, and a success story, one al welfare-state
advocates could point to with pride. Those days
aregone. Defenders of Socia Security acknowl-
edge that they are on the defensive?® Socid
Security privatization is now politically accept-
able, and a significant number of Americans no
longer see Socia Security as a success story.
The moral shroud that used to surround Social
Security is an illusion: there is no mora argu-
ment for Social Security. Not only would a pri-
vate system provide more freedom, as libertari-
ans stress, not only would it provide economic
benefits, as policy analysts stress, but it would
be farer and more comprehensible, provide
greater security, and help blunt antagonisms
between generations. In short, privatization is a
win-win proposa and is judtified regardless of
which politica values one thinks most impor-
tant. This message should be trumpeted loudly
and clearly. Theretirement system we have been
stuck with for so long is not just bad for our
pocketbooks and our freedom-it's bad, period.?’
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