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As President Obama finally joins the debt ceiling debate, he shocked members
of his base by announcing "entitlement reforms" are on the table.

Democrats have long vowed to never balance the budget on the backs of
American seniors - but now even the president admits that in order to make real
changes, everything - including Social Security - needs to be addressed.

While he's not suddenly siding with Paul Ryan's plan to privatize such programs
as Medicare - he apparently seems willing to consider a new formula for
increasing benefits over time: called a "chain-weighted CPI."

The Consumer Price Index measures the average change in prices for goods
and services, but as the Wall Street Journal points out - it doesn't take into
account shopping and consumer habits. However, the "chain-weighted CPI"
supposedly will.

For example, if the price of beef goes up at your local grocery store, you may buy chicken that week. Because of that, this index
often rises more slowly and would likely mean smaller increases in social security benefits and possibly benefits from other
government programs as well.

But let's do the math. Say a person retired in 2002 at the age of 62. Their monthly benefits were - let's use round numbers here - a
thousand dollars!

Fast forward to 2011—under the current rate of inflation used to determine benefits - that person would be getting one thousand
$256 dollars a month. But under the "chain-weighted CPI," it would actually be $1022.

That's a difference of $34 dollars a month and more than $400 a year. So that's why the left is upset, but what about the right?

They're not loving it either. The Cato Institute calls it a "stealth tax increase." The paper points out that by slowing down the
increases in benefits, you are also lowering the standard deduction and may put seniors in a higher tax bracket. More taxable
income equals higher tax rates.

The total impact— reducing the Federal deficit by more than a quarter trillion dollars over the next decade.

Entitlement programs need to be a focus of these conversations in Washington. Taxing businesses more would only make a small
dent in the short-term financial situation - while laying the groundwork for more layoffs and recessions down the road.

Social Security is going broke and we can't afford to spend money on it. If we want to give out anything to retirees in the future,
something's gotta change... now.

http://www.foxbusiness.com/personal-finance/2011/07/08/hey-washington-lets-talk-entitlement-programs/
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