Social Security is commonly treated as a retirement check, but retirement is only one
part of it. Its full name is Old-Age, Survivors, and Disability Insurance, shortened to
OASDI. It provides retirement income when a worker becomes older, survivor protection
when a worker dies and disability protection when a serious medical condition prevents
a worker from maintaining substantial employment. A person can pay Social Security
taxes for years and never personally collect retirement because death comes first, yet
that worker’s children or surviving spouse may receive benefits. A young worker who
becomes disabled may receive payments decades before retirement age. Social Security
is therefore better understood as a national insurance system covering several risks that
private savings alone cannot reliably handle.

Before Social Security, growing old without money could mean dependence on adult
children, private charity, local poor relief or a poorhouse. Some workers had pensions,
but most did not. Savings could disappear through unemployment, bank failure, illness
or inflation. The Great Depression exposed how quickly millions of people who had
worked for years could be left with no dependable income. Families were already
struggling to feed children and could not always support aging parents as well. President
Franklin D. Roosevelt signed the Social Security Act on August 14, 1935, creating a
federal old-age insurance program financed through payroll taxes. The original law was
not the complete system used today; survivor benefits were added in 1939, and disability
insurance was added in 1956. The program expanded because losing income through
death or disability could destroy a family just as completely as reaching old age without
savings.

The 1935 program contained serious exclusions. Agricultural workers, domestic workers
and several other categories were initially left outside the retirement system. Those
exclusions disproportionately affected Black workers, especially in the South, as well as
many women and Mexican American laborers. Southern lawmakers held major power in
Congress and resisted federal programs that might weaken the control plantation owners
and white households exercised over their workers. The law did not openly state that
Black workers were forbidden from Social Security, but supposedly neutral job
exclusions accomplished much of that result. Coverage was later expanded to include
many of the excluded occupations, yet the beginning shows how a national program can
use broad language while distributing protection unequally. Social Security became one
of the country’s most important anti-poverty programs, but it did not begin untouched by
the racial and labor politics of its time.

Social Security is financed mainly by a payroll tax. On a paycheck, the tax may appear
under FICA, which stands for the Federal Insurance Contributions Act. In 2026 an
employee pays 6.2 percent of covered wages, and the employer pays another 6.2 percent.
The combined Social Security tax is therefore 12.4 percent, although the employee
usually sees only the individual 6.2 percent deduction. A self-employed person generally
pays both portions through the self-employment tax because that person is legally acting
as both worker and employer. For 2026, the Social Security tax applies only to the first



$184,500 of covered earnings; wages above that amount are not subject to the Social
Security portion of payroll tax. These current amounts are confirmed in the Social

Security Administration’s 2026 contribution rules.

Medicare tax is collected beside Social Security tax, but it is a separate tax supporting a
separate program. Employees and employers generally each pay 1.45 percent for
Medicare, and self-employed people pay both portions. Unlike Social Security tax, the
regular Medicare tax has no annual wage ceiling, and an additional Medicare tax can
apply above certain income levels. The paycheck deduction commonly shown as 7.65
percent combines the employee’s 6.2 percent Social Security tax and 1.45 percent
Medicare tax. Seeing them beside each other does not make the programs identical.
Social Security mainly pays monthly cash benefits; Medicare helps cover health care.

Payroll taxes do not enter a private account with a worker’s name on the money. Most
taxes collected from today’s workers are used to pay benefits to people receiving Social
Security today. When current revenue exceeds current benefit costs, the surplus is
credited to Social Security’s trust funds and invested in special United States Treasury
securities. When benefit costs exceed current revenue, the system can collect interest
and redeem those securities to help cover the difference. Social Security is therefore
largely an intergenerational system: working generations support current beneficiaries,
while earning protection for themselves and their families under federal law.

Calling Social Security an individual savings account creates false expectations. A
worker does not own a separate pile of cash that can be withdrawn at will, borrowed
against or left entirely to anyone named in a will. Benefits are determined through
formulas and eligibility rules. Congress can change those rules, just as Congress has
changed taxes, retirement ages and coverage in the past. Workers earn legal eligibility
through covered employment, but they do not have a private contract guaranteeing that
every rule will remain unchanged forever.

Calling Social Security a Ponzi scheme is also inaccurate. A Ponzi scheme is a fraudulent
investment operation that secretly uses money from new investors to pay earlier
investors while lying about the source of returns. Social Security openly states that
current taxes finance current benefits. Participation, taxation, benefits and long-term
projections are established through public law and reported annually. The program faces
a real financing shortfall, but a transparent social-insurance system with taxing authority
is not the same thing as an illegal investment fraud.

The trust funds are real, although they are not vaults filled with cash. They are Treasury
accounts holding special federal securities backed by the United States government.
When people say the government “stole” or “raided” Social Security, they are usually
referring to the fact that surplus payroll taxes were invested in Treasury securities and
the Treasury used the borrowed cash for general federal operations. That is how
government bonds work: the borrower uses the money and owes repayment with
interest. The Social Security trust funds hold legally enforceable government obligations,
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not meaningless pieces of paper. At the same time, redeeming those securities requires
the Treasury to obtain money through current taxes, other revenue or borrowing, so the
bonds do not make the larger federal financing problem disappear. The SSA’s
explanation of the trust funds describes both the separate accounts and their Treasury
investments.

Workers qualify by earning Social Security credits through covered employment. A credit
is not a dollar deposited into a personal account. It is a unit used to determine whether a
person has worked long enough to be insured. In 2026, a worker earns one credit for
each $1,890 in covered earnings and can earn no more than four credits during the year.
Earning $7,560 at any point during the year produces all four credits; working during all
twelve months is not required. Most people need forty credits, generally equal to ten
years of covered work, to qualify for retirement benefits. Disability and survivor
protection can require fewer credits when a worker is younger because a
twenty-five-year-old could not reasonably have accumulated a forty-year work history.

Credits determine whether someone is insured, but they do not determine the size of the
retirement payment. A person who barely earns four credits receives the same four
credits as someone earning a much larger salary that year, but their eventual benefit
amounts will differ. Benefit size depends mainly on the worker’s covered earnings record
and the age at which retirement benefits begin. That difference between eligibility and
amount is essential. Forty credits can open the door to retirement benefits without
guaranteeing a comfortable payment.

Social Security calculates retirement benefits using a worker’s highest thirty-five years of
wage-indexed earnings. “Indexed” means older earnings are adjusted to reflect changes
in national wage levels, so a salary earned decades ago is not treated as though it had
the same economic meaning today. The highest thirty-five adjusted years are added and
converted into an average monthly amount called Average Indexed Monthly Earnings. If
the worker has fewer than thirty-five years of earnings, zeroes are inserted for the
missing years. A person with twenty-five years of covered earnings can still qualify, but
ten zeroes will pull down the average.

This makes the earnings record extremely important. Working “off the books” may
provide immediate cash, but wages that are never reported generally do not build Social
Security protection. A self-employed person who reports artificially low profit may reduce
current taxes while also reducing future retirement, disability and survivor benefits.
Errors can occur when an employer reports the wrong name, Social Security number or
wage amount. Checking the earnings record through an official Social Security account
allows mistakes to be corrected while pay records are still available.

After calculating average indexed earnings, Social Security applies a progressive benefit
formula. Progressive means the formula replaces a larger share of prior earnings for a
low-wage worker than for a high-wage worker. It does not give the low-wage worker a
larger dollar check than the high-wage worker; higher lifetime earnings still generally
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produce a higher benefit. The formula simply recognizes that losing a small income can
leave a person with no ability to cover basic needs, while a high earner has had more
opportunity to build savings and retirement assets.

The formula divides the worker’s average monthly earnings into sections, sometimes
described as buckets. In 2026, it counts 90 percent of the first $1,286 of average indexed
monthly earnings, 32 percent of the portion between $1,286 and $7,749, and 15 percent of
the portion above $7,749 up to the program’s limits. The points where the percentages
change are called bend points, and they are adjusted for wage growth. Those
calculations produce the worker’s Primary Insurance Amount, which is the basic monthly
benefit payable when benefits begin at full retirement age. The official 2026 benefit
formula shows how the three percentages are applied.

Social Security retirement benefits can begin as early as age sixty-two, but sixty-two is
not full retirement age for most people living today. Full retirement age depends on birth
year and gradually rises from sixty-five under the original system to sixty-seven for
people born in 1960 or later. A person with a full retirement age of sixty-seven who claims
at sixty-two accepts a reduction of as much as 30 percent. That reduction is generally
permanent. Reaching full retirement age later does not cause the payment to jump to the
unreduced amount.

Waiting beyond full retirement age earns delayed retirement credits until age seventy. For
most current retirees, those credits increase the benefit by about 8 percent for each full
year of delay, with monthly adjustments for partial years. The increases stop at seventy,
so waiting past seventy does not earn further delayed credits. The decision is not simply
between being smart by waiting or foolish by claiming early. Health, expected longevity,
employment, savings, family needs and survivor protection can make different choices
reasonable for different households.

Someone in poor health who needs income may reasonably claim earlier, even though
the monthly payment is smaller. Someone who expects a long life and can meet current
expenses may gain valuable lifetime protection by waiting. The higher earner in a married
couple has an additional issue: delaying can increase the survivor benefit available to the
spouse who lives longer. A retirement decision made by one person can therefore affect
household income years after that person dies.

The maximum retirement benefit advertised for a particular year can be misleading. In
2026, the maximum for someone retiring exactly at full retirement age is $4,152 per
month, while different maximums apply at sixty-two or seventy. Receiving the maximum
requires a long history of earnings at or above the annual Social Security taxable ceiling.
A person does not receive that amount merely because they waited until full retirement
age. Most workers earned less than the maximum taxable amount during many of their
thirty-five calculation years, so their benefits are lower.


https://www.ssa.gov/oact/cola/piaformula.html
https://www.ssa.gov/oact/cola/piaformula.html

Social Security was never designed to replace an entire paycheck. It creates a
dependable floor of income that lasts for life and receives inflation adjustments.
Pensions, workplace retirement plans, individual retirement accounts, savings,
investments and continued employment can build above that floor. For millions of
people, however, Social Security supplies most of their retirement income because low
wages, caregiving, illness or unstable employment prevented them from accumulating
enough private assets. Saying people should simply have saved more ignores how
difficult meaningful saving becomes when nearly every paycheck is already covering
survival.

Spousal benefits protect a husband or wife whose own work record produces a smaller
benefit. At full retirement age, a spouse can potentially receive up to half of the worker’s
Primary Insurance Amount. That does not usually mean the spouse collects a full
personal retirement benefit and then adds another half on top. Social Security generally
pays the person’s own benefit first and adds only enough spousal benefit to bring the
payment to the higher eligible amount. Claiming a spousal benefit early can reduce it.

A divorced person may qualify on a former spouse’s record if the marriage lasted at least
ten years and other conditions are satisfied. Claiming as a divorced spouse generally
does not reduce the former spouse’s own benefit or the benefit of the former spouse’s
current husband or wife. This protection matters for someone who spent years caring for
children or supporting a household while the other spouse accumulated the stronger
earnings record. Divorce does not automatically erase the economic value of those years
from Social Security.

Survivor benefits operate differently from ordinary spousal benefits. A surviving spouse
who claims at survivor full retirement age may generally receive as much as 100 percent
of the deceased worker’s basic benefit, subject to the worker’s claiming history and other
rules. Benefits can begin as early as sixty for many surviving spouses, or fifty when the
survivor has a qualifying disability, but beginning early reduces the percentage. A
surviving spouse caring for the deceased worker’s child under sixteen or a child with a
disability may qualify at a younger age. Eligible children can also receive monthly
payments.

A surviving person does not normally collect a full personal retirement check and a full
survivor check at the same time. Social Security generally pays the higher total for which
the person qualifies. However, retirement and survivor benefits have separate claiming
rules, which can sometimes allow a person to take one type first and switch to another
later. This is an area where timing can materially affect lifetime income, especially after a
spouse dies. The current survivor percentages and eligibility requirements are explained
in the SSA’s survivor-benefit guidance.

Disability protection is another major part of Social Security. Social Security Disability
Insurance, commonly called SSDI, pays workers who have accumulated enough recent
covered employment and meet the federal definition of disability. It is not limited to
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visible physical injuries. Cancer, heart disease, severe mental illness, neurological
disorders and combinations of medical conditions can qualify when the evidence shows
the required level of functional limitation.

The definition is strict. Social Security does not ordinarily pay for partial disability or a
short recovery period. The condition must be expected to result in death or prevent
substantial work for at least twelve continuous months. The agency considers whether
the applicant can perform previous work and whether other substantial work exists that
the person could perform considering medical limitations, age, education and work
experience. A doctor saying someone is disabled is important evidence, but Social
Security applies its own legal definition rather than automatically accepting the label.

SSDI usually contains a five-full-month waiting period after the established beginning of
disability, with payment beginning for the sixth full month. Medicare generally becomes
available after twenty-four months of SSDI entitlement, although special rules apply to
conditions such as amyotrophic lateral sclerosis and end-stage renal disease. These
waiting periods can leave seriously ill people without immediate income or health
coverage. The system provides vital protection, but approval is not quick money and may
require extensive medical evidence, work records and appeals. The current duration
requirement and waiting period appear in the SSA’s disability eligibility rules.

Supplemental Security Income, called SS|, is often confused with SSDI. SSl is a
needs-based program for people who are aged, blind or disabled and possess little
income and few countable resources. A person does not need a long work history to
qualify. SSI is funded mainly from general federal revenue rather than Social Security
payroll taxes, even though the Social Security Administration operates it.

The distinction matters because someone may be medically disabled but lack enough
recent work for SSDI. That person might qualify for SSI if income and resources are low
enough. Another person may qualify for both programs because a small SSDI payment
leaves total income below the SSlI level. In 2026 the maximum federal SSI payment is
$994 per month for an eligible individual and $1,491 for an eligible couple, before
adjustments for countable income, living arrangements and any state supplement. The
federal countable-resource limits remain only $2,000 for an individual and $3,000 for a
couple, limits that have remained unchanged for decades and can punish even modest
saving.

Not everything a person owns counts toward the SSI resource limit. A primary home, one
vehicle used for transportation and certain burial arrangements are among the items that
may be excluded, while money in bank accounts and many investments generally count.
Income rules are also complicated because not every dollar of wages or assistance
reduces SSI by one dollar. The program’s complexity means people can lose benefits
through misunderstood reporting rules rather than intentional fraud.
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Social Security retirement and SSDI are insurance benefits connected to covered work;
SSl is public assistance based on financial need. Calling every Social Security recipient a
welfare recipient erases that difference. A retired worker, surviving child and disabled
worker are receiving protection based on an insured earnings record. An SSI recipient is
receiving a different form of protection because age or disability is combined with
serious financial need. Neither description determines a person’s moral worth.

Medicare is also separate. Social Security helps determine eligibility and may deduct
Medicare premiums from monthly benefits, but Medicare is the health-insurance
program. Retirement benefits do not automatically pay every medical bill, and Medicare
does not automatically cover all long-term custodial care. Someone retiring before
sixty-five may begin Social Security retirement benefits while still needing another form
of health insurance until Medicare eligibility begins.

Cost-of-living adjustments, called COLAs, are intended to protect benefits from inflation.
Social Security compares a federal consumer-price index for urban wage earners and
clerical workers during a specific part of one year with the same period from the previous
benchmark. If prices rise enough, benefits increase. If the measurement does not show
an increase, benefits generally remain level rather than being reduced. Social Security
and SSI benefits received in 2026 increased by 2.8 percent under the current COLA,

according to the SSA’s 2026 adjustment notice.

A COLA does not always make beneficiaries feel fully protected. The index measures a
broad group of consumer expenses, while older and disabled people may spend
unusually large portions of their income on health care, housing, medication and
personal assistance. Medicare premium increases can consume part of a Social Security
increase. A person may receive a higher check and still lose purchasing power in the
expenses that dominate that person’s life.

Working while receiving retirement benefits does not automatically cause Social Security
to stop. Before full retirement age, however, an earnings test can temporarily withhold
benefits when wages or self-employment income exceed an annual limit. In 2026, a
person under full retirement age for the entire year can earn $24,480 before the test
applies. Social Security withholds one dollar of benefits for every two dollars earned
above that limit.

A higher limit applies during the year a person reaches full retirement age. In 2026 that
limit is $65,160, and Social Security withholds one dollar for every three dollars above the
limit, counting only earnings before the month full retirement age is reached. Beginning
with the full-retirement-age month, the earnings limit disappears. Investment income,
pensions and many other forms of unearned income do not count under the retirement
earnings test, although they may affect income taxes. The current limits are listed in the
SSA’s 2026 COLA fact sheet.
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Benefits withheld through the earnings test are not necessarily lost forever. At full
retirement age, Social Security recalculates the payment to account for months in which
benefits were withheld. This does not mean the withheld checks are immediately
returned in one lump sum. It means the future monthly amount may increase. The
earnings test is also separate from taxation, so a worker may face withholding under
Social Security rules and ordinary federal or state income-tax consequences at the same
time.

Social Security benefits can be subject to federal income tax when the recipient has
enough other income. The calculation uses adjusted gross income, certain tax-exempt
interest and half of Social Security benefits. Depending on filing status and total income,
up to 50 percent or 85 percent of benefits can be included in taxable income. “Up to 85
percent taxable” does not mean the government takes 85 percent of the check. It means
as much as 85 percent is added to taxable income and then taxed at the person’s
applicable income-tax rate. The current federal structure is described in the IRS guidance

on taxable Social Security benefits.

The income thresholds used to tax benefits have not been regularly adjusted for inflation,
so more beneficiaries can become subject to tax as incomes and benefits rise over time.
Some states tax Social Security benefits under their own rules, while many do not.
Federal deductions available to older taxpayers can reduce the final tax bill without
changing the underlying rule that benefits may be taxable.

Teachers, firefighters, police officers and certain other public employees once faced two
complicated rules called the Windfall Elimination Provision and Government Pension
Offset. Those rules reduced Social Security benefits for some people receiving pensions
from government employment that had not been covered by Social Security taxes. The
Social Security Fairness Act, signed on January 5, 2025, ended both provisions for
benefits payable after December 2023. The change affected more than 2.8 million people
and led to increased monthly payments and retroactive adjustments for many public
employees and spouses. The repeal is explained in the SSA’s Social Security Fairness

Act update.

Social Security’s financial problem is real, but “Social Security is going bankrupt” is an
inaccurate description. Even if trust-fund reserves were exhausted, payroll taxes would
continue arriving from workers and employers unless Congress repealed the tax. The
program would still have substantial revenue. The crisis is that current law promises
more in scheduled benefits than projected revenue will support after reserves are used.

The retirement and survivor fund, called OASI, and the disability fund, called DI, are
legally separate. According to the 2026 Trustees Report, the OASI reserve is projected to
be depleted in the fourth quarter of 2032. Incoming OASI revenue at that point would
cover about 78 percent of scheduled retirement and survivor benefits. The disability
reserve is projected to remain solvent throughout the seventy-five-year forecast. If the
two funds were hypothetically considered together, combined reserves would be
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depleted in the third quarter of 2034, with ongoing income covering about 83 percent of
scheduled benefits. Those projections appear in the 2026 Trustees Report summary.

Depletion does not mean every check becomes zero. It means the reserves used to
supplement annual tax income would be gone. Under current law, the system could pay
only what incoming revenue allowed unless Congress changed financing or benefits. An
automatic reduction of roughly one-fifth would be devastating for households already
living close to the edge, even though it would not be total program disappearance.

The shortfall has developed because the population has changed. People generally live
longer after retirement than earlier generations did, while birth rates have fallen. Large
generations of workers have moved into retirement, and there are fewer workers
supporting each beneficiary than during much of the program’s history. Rising inequality
matters as well because earnings above the annual taxable ceiling escape the Social
Security payroll tax. When more national wage growth occurs above the cap, the
program receives less revenue than it would if the same growth were distributed among
wages below the cap.

Congress has known about the financing problem for years. Delay makes the eventual
choices harsher because fewer years remain over which changes can be spread. Waiting
until reserve depletion would require sudden tax increases, sudden benefit reductions,
large transfers from general revenue or some combination. Gradual changes adopted
earlier could give workers and retirees more time to adjust.

Possible solutions carry real tradeoffs. Raising the payroll-tax rate would bring in more
money but reduce current take-home pay and increase employer costs. Raising or
eliminating the taxable wage ceiling would collect more from high earners, but
lawmakers would have to decide whether those additional taxed earnings should also
produce additional benefits. Using general federal revenue would protect scheduled
benefits while increasing pressure on the federal budget and national borrowing.

Raising the full retirement age is often described as a response to longer life expectancy,
but it is still a benefit reduction. If the earliest claiming age remained sixty-two while full
retirement age increased, people claiming early would face a larger permanent cut. This
burden would fall especially hard on people in physically demanding jobs, people with
shorter life expectancies and workers who cannot remain employed into their late sixties.
Average longevity has risen, but gains have not been equal across income, race,
occupation or health.

Changing the benefit formula or reducing COLAs could lower program costs, but small
percentage changes become large losses when applied every month for decades.
Means-testing benefits could concentrate money on people with fewer resources, yet it
could also weaken the idea that Social Security is earned insurance and discourage
private saving. Each proposal contains a value judgment about who should pay, who
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should receive less and what level of retirement security the country considers
acceptable.

Social Security is administratively efficient compared with many financial systems. The
program distributes benefits to tens of millions of people while administrative expenses
consume a small portion of total spending. Fraud and improper payments should be
prevented, but claims that eliminating waste alone will solve the long-term shortfall are
unrealistic. The financing gap is driven primarily by the relationship between scheduled
benefits, payroll-tax revenue and population change, not by a hidden mountain of
individual fraud.

The Social Security number was created to track workers’ earnings, not to become a
universal identity document. Over time, banks, employers, credit agencies, tax
authorities, health systems and other organizations began using it as a major personal
identifier. That expansion made the number valuable to identity thieves. A Social Security
number does not contain a person’s money, medical records or credit score by itself, but
it can help a criminal impersonate the person across systems that use the number for
verification.

Social Security scams often create panic. A caller may claim that a number has been
suspended, that criminal activity has been connected to the account or that immediate
payment is required to avoid arrest. Social Security does not suspend a person’s humber
because of a telephone accusation, and government employees do not demand gift
cards, cryptocurrency or cash sent through a courier. Caller identification can be faked,
so seeing an official-looking number on the screen does not prove the caller is
legitimate.

An official online Social Security account allows a worker to check earnings, view benefit
estimates and manage certain services. The address should be entered directly or
reached through an official government page rather than through an unexpected
message. Reviewing the record before retirement is important because benefit estimates
are only as accurate as the earnings history supporting them.

Social Security should not be understood as charity handed down by the government or
as a private investment owned entirely by the worker. It is a social-insurance agreement
created through law. Workers and employers finance protection across generations,
risks are pooled across the population and benefits are paid according to earnings and
family relationships rather than according to the exact taxes contributed by one person.

Some people receive far more in lifetime benefits than they personally paid because they
live for many years, become disabled or leave survivors. Others receive less because
they die young without eligible family members. That difference is not a mistake in the
system; it is how insurance works. Homeowners who never experience a fire do not
demand that the insurance company return every premium, because the premium
purchased protection during the years the policy was active.



Social Security’s value becomes clearest when life refuses to follow a perfect plan. A
healthy worker can become disabled. A parent can die while children are still young. A
spouse who spent years providing unpaid care can reach old age with a limited earnings
record. Investments can fall at the wrong time, pensions can disappear and savings can
be drained by iliness. Social Security cannot prevent those events, but it can keep the
loss of work income from becoming complete financial abandonment.

Its weakness is that it depends on political stewardship. Congress sets the taxes,
formulas, retirement ages and eligibility rules. The financing problem will not solve itself,
and the trust funds cannot manufacture resources after reserves are exhausted.
Protecting the program requires honest decisions before a crisis forces them.

The truth about Social Security sits between two misleading promises. It is not
disappearing tomorrow, and current payroll taxes give it a permanent source of
substantial income. It is also not financially secure enough to pay every scheduled
benefit indefinitely without legislative change. The system has survived depression, war,
inflation, recessions and major demographic change because lawmakers adjusted it
before. Its future will depend on whether the country treats retirement, disability and
survivor protection as a shared responsibility worth financing, rather than waiting until
millions of households are standing at the edge of an avoidable reduction.



