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' l 'urt

Introchrcti<n

f l re  Soc ' i i r l  Secr r r i t v  Ar r re r r t l r r rc r r ts  o l '  I f )S l l  uc lc  l ra i le< l  l rv  t l i c i r '

i n r thors  as  t l re  r r l t i rna te  so l r r t io r r  to  th t :  f i r r r tnc i r rg  p l r l r l t ' r r rs  o1 ' thc

Soc ' ia l  Sccr r l i t l  sys tc r r r .  I r r  v ie rv  o l  t l re  pe ls is tence o l  t l r cse  pro l l le r r rs

th loug l ro r r t  n r r rch  o l ' thc  s r , ' s tc r r r ' s  l r i s to r ' y '  i rn r l  t l re  l i c r l r re r rcv  u , i t l r

u 'h ic ' l r  t l r i s  c ' la i r r r  has  l recn  nr r t t le  o r r  l re l ra l l ' o1 ' l cg is la t io r r  i r r  t l re  1 tas t ,
i tnv  skr 'p t i c is r r t  ( )n ( ' rn l rv  e r r t t ' r ' t r r i r r  i r l l ou t  t l r r ' [ i r t r r re  f in i r r r t ' i i r l  ] rea l t l r
o l  th t '  svs t t ' r r r  i s  cc r - tu i  n Iv  r r r r< lc ls ta r r r l l i l r l t ' .

Wh i t t  i s  rc rn i t rku l r le  i i l ro r r t  t l re  i rsser t io r rs  t l r rL t  " t l r i s  t i r re  rvc 'v t '  r 'e t l l )
{ i xe t l  thc  svs t t ' t t t "  i s  th l t  t l r t ' r ' c  i s  l r r l ,oc 'c i t s io r t  to  r t r i rkc  th t : r r r .  Wh1 '
s l ro r r l t I  t l r c  wor l r l ' s  lu rges t  " i r rs ru ' : r r rc t " ' svs ten l  r reer i I  s r rc l r  l i ' t . r l r rc r t t

i r t t t l  t l l as t i c  lev is io r r  o l ' i t s  s tn rc r t r r l t '  o l ' l r c r re f i t s  i i r r r l  "p r -e r r r i r r r r rs "?  I1
t l re  p l i va te  i r rs r rLar rc 'e  i r r r l r rs t r '1  l ra r l  p r 'oc l r rcc r l  a r r -v t l i i r ig  l i ke  t l r i s  leco l r l

o I  f in i r r rc ' i i t l  r rear ' - r l i sus tc r ' .  i t  rvor r l t l  h i rve  l r t  e r r  c le i i r  t l r i r t  the  r r r i r l ke t
l i r l  t l resc  se lv i t  cs  h r r< l  l i r i l c r l .  Ye t  r to  r r ra t t t ' r -hou 'o l te r r  i t  i s  con l l ' on te< l
I rv  t l re  i r r t r t r i r ren t  r ro l l i i psc  o l ' t l re  Soc ia l  Secr r l i t y  sys teru ,  t l re  Ar r r t ' r ' i c i r r r
p r r l r l i t ' i s  i t lu , i t vs  ass t r le r l  th t t  t l r c  svs tc r r r  r r r r rs t  l i r r t l  c i r r r  l re  saver l .  Whi r t

lever  s ( )en ls  to  cor t re r  th lo r rgh  lo r r t l  a r r r l  c lea l  i s  tha t  t l r c  sys tenr  i s
i i r r r< la r r te r t t r t l l l '  f l l rue<1.  Nor  r loes  thc  p r r l i l i t ' i r t  l i i l gc  t ' ve r .seer r r  to  i r . sk
u' lret l icr u'c leir l lv nce(l this s1. 'stt :rrr l rrrd r l ' l ret lrr :r ' t l rerre arc r iot lar '

l l e t te l  a l te rn i r t i vcs .
' f l t i s  

i s  t to t  t t l  s t tgges t  t l l r t  t l i es t ' r l r res t io r rs  l r i r ' ,e  no t  l rcer t  r i r i se t l  o r

tha t  t l r t ' -u -  have r ro t  t r t r r le lgor te  l ig< l r 'o r rs  ana l l ' t i ca l  cx i r r r r in i i t io r r .  Sr r re lv
or re  o l ' th t '  n ros t  t 'o r rs tn rc ' t i ve  t l t ' r ' e lo l l r ren ts  o l  leccr r t  l ,e i r rs  i s  the
gnru' ing convic' t ion t l iat t l rer 1>r'<lr. ' is iori  ol nrost, i l  not al l ,  o1't l rc kir-r<ls

C u t o J o u r t n l , r ' o l . i l ,  I t o . 2 ( F r r l l  l 0 S l l ) . O o p r r i g l r t r t l ( l r t o l n s t i t r r t t . A l l r i g l r t s r t ' s t , n t ' r l .
T I r t ' a r r t l r o r  i s  p r t ' s i r L ' r r t  o l  l r i s  o r r ' r r  t ' o r r s r r l t i r r g  { i r r r r ,  r n r l  t h i r j r r r r i r r r  o l  t l r c  l r oa r c l ,

I ns t i t l r t (  { i r r  l i t  s c r t t  l r  on  t l r t '  Eco r ro t t r i t  s  r t l  T t r xa t i o r r ,  \ \ ' i r s l r i ug t r r r r .  l ) .O .  2 (X )36 .
T l r t ' r ' i c r vs  l t r c s t ' r r t t ' r l  l r t ' r t ' a r t ' t l r t ' a r r t l r o r ' s  a r r r l  c l o  r r o t  ncccss i r r i l v  r t ' l l t . c t  t l r t , v i c r vs

rr l  tht '  l r rs t i t r r t r ' l i r r  l l t 'sc i r r< l r  orr  t l rc  Urrrr rorrr ics o l  
- [ 'arat ior i  

l lRE-f) .
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C.r ro  J<) t  n r ,c r .

o l ' l renef i t s  non '  a l l i r r r le t l  l r v  the  s< lc iu l  " i r rs r r r i r r ) ( 'e "  s1 's te ' r r r  n r r rs t  l re
t t r r r tec l  ovc ' r  to  the  l t l i r .a te -nr i r l kc t  svs te r r r . r  

' I ' o  
a  s ign i f i c l t r r t  ex te r t r ,

this vieu has bee'r i  i tssoc' iatt ' r l  u' i th the 1te'r 'cclt t ion t lurt u rrr i i jol  eco-
r to r r t i r '  p ro l r le r r r  c 'on l ) '< l r r t ing  the  Un i te r l  S ta t t ' s  i s  i r ra t l c t l r r i r t c '  g l r l rv th

i r i  the  s tock  o1 'p r iva t t l v  our r r :< l  cap i t i r l  i r r r r l  t l ra t  t l r c  Soc i t l  Sec ' r r r i t v

sys t t ' r r r  l r i r s  l rc t ' r r  i r  r r ra jo l  l i r c ' to l  in  t l i sc ' r l r r rag i r rg  sar . i r rg  a r r t l  l r r i va tc
i r rv t ' s t r r r t ' r r t . r  F i r l  less  a t te r r t io r r  l ias  l re t ' r r  t l i l ec tc r l  to  u ' l rc t l re l  t l r r
soc i i r l  i r rs r r l l r rc t '  s1 's tc r r r  i s  c 'sser r t ia l  to  re r r r r ' t l t  l t r i ' , ' a t t '  

" r r ra rk t ' t  l i r i l -

r t r t " ' r r r r t l  ( i r s  i r  c o r o l l i t n )  n l r c t h e l  t l r e  p l i v a t c  r r r r t r k e t  s v s t t , r r r  u , r > r r l r l

r r ro l t '  t ' { I i c i t ' r r t l r '  1 r ' r l r  i t k '  t l r t '  s iu r r t '  sor t  o l  i r rs t r l i r r rc t ' .
' l ' l r i s  

y r r tp t ' r ' r l< 'u ls  l r r ie f l v  r r ' i t l i  l ro th  o f  t l r t ' s t .  se ts  o l  r l r r t ' s t ions .  F  i l s t ,

i t  t ' x r t r r t i r r t ' s  t l r c  t ' ( l c c t s  o l  t l r c  s o t ' i u l  i r r s r r l i u l ( ' ( ' s v s r ( ' l l r  o r r  l r l r v i r t t :
s r tv i t tg  l t r t t l  c ' r t l l i tu l  uc ' ( f l l n l l l l i t t i ( ) r t .  S t ' r 'o r r r l ,  t l r t ,  r l t r t ' s t io r r  o l  u ' l r c t l rc r
t h t ' s o c ' i l l  i r t s t r r i r r r c ' r ' s v s t c r r r  i L { l i r l t l s  a  l r ( ' t  g i r i r }  o l  l o s s  o {  u t , l l l r r - t .  r s
t ' r i u t t i t t e < 1 .  I r r  t l r i s  c ' o r t t c r t .  t l r r ' p i r p e l  i r l s o  c r i r r r r i r i < ' s  t l r t ' l r t , r r t ' { i t s  t l l . .

l t t  i ' u ' r t te  svs t t ' r t  r  o l  l c ' t i l t ' t  n t ' r r t  i  r t  s r  rL i r r  rc< , .
\ \ r l r i r t  I  tL r  no t  i r t t c r r r l t t  to  c 'ovcr  i s  t l re  < [ i l I i c ' r r l t  l t r . r r l r l cn t  o l  i r r r l t l t ' -

t t t e t r t i n g  t r i t t t s i t i o r r  t o  l t  l r t  i v i t t t '  i r t s t r l i t r r c  e  s v s t t ' r r r .  g i v t  r r  t l r t ' r ' o r t v i t ' t i o r r
t l r a t  t l r t ' ( ' \ i s t i n g  s v s t t ' r t r  o l  s o c i i t l  i r r s r r r i t r r c ' r ' i s  l r r r r r l l u r r e r r t i r l l r ' { l i n v t ' < [ .
I t  i s  t 'n< 'o t r l l rg i r )g  to  s ( ' ( '  th ( '  t ' l l i r l t s  t l l t t  l r r t '  l r c i r rg  r r r i r< l t  l r v  s t ' r io r rs -
r r r i r r t l c t l  i n r l i v i r l r r a l s  i r r  t l r t ' p l i v i r t t ' s c c ' t o r  t o  s o l r . t ' t l r i s  p l o l r l t ' t r r .  l t
u ' o r r l t l  l r t ' c v t ' r r  l r e t t t ' r ' t o  s t ' t ' t l i t ' i r t l r r r i r r i s t l a t i o n  l r r t l  O o r r g l e s s  t [ t ' r r r -
o t ts t t ' i t t t ' r - r ' i r l  po l i t i c ' i r l  t :o r r r r rg t  l l r  r r r r t l c l tuk i r rg  s i ru i l i r l  t ' f l i l - t s  o r  l rv  t t
I t ' l r s t  l r c i r r g  u i l l i r r g  t o  t ' o n s i r l c r  t l r c  l t ' s r r l t s  o l  t l r t ' t ' x i s t i r r L {  l r r i v a r t '
s t r r t l i e s .

Soc ' ia l  Insu l i tnc t ,  S in ' in { ,  a r rc l  O i r l t i t i r l  F -onr r i r t ion

\ l r rc ' l r  o l  t l r c  l t r r i t l l  s is  o l  t l r t '  t ' l 1 i ' c ' t s  o l  soc ' i r r l  i r rsu l i r r rc t '  on  p l i vu te

s l l v i l l .q  i s  rk ' r ' i vc t l  l i o r r r  a  l i l i ' - t ' r  t ' l c  l r r  l l o t l r t ' s i s  i r l )o l l t  ( ' ( )ns l l r r rp t io r r  i r r r< [
l t c rc ' r r tn r t lu t io r r .  

' I ' l r i s  
l r r 'po t l r t ' s i s  i r r rp l ies .  i ln lo l lg  o t l rc l  t l t i rgs ,  t l t r r t  l t co-

l t l t '  i r i r l  i t t  i t  c ' t ' r t r r i r r  i r rc 'o rue  fo l  r t ' t i l c t t r t ' r r t  r t r r t l  l r t l j r rs t  t l r c i r  s i rv i r rg  o r r t
o l  t l t t ' i r rc t t t t res  t l re r . ' ( ' un)  o \ ' ( ' r  t l r t ' i l  u . 'o rk i r rg  l i v t ' s  so  i rs  to  r r r t 'e t  t l r i s
inc 'o r t te  t i t lge t .  I r r  t l r i s  i ' on t r .x t ,  t l re  Soc i i r l  Scc ' r r l i t v  svs t ( ' l l t  i s  p t . rcc ivc t l

l t s  t ' r c l t i t tg  o l r l ros i r rg  in f l r re r rc t ' s  o r r  1>r ' i r . t t c  r [ t ' r ' i s io r rs  to  s rn t ' .  ( ) r r  t l re
t t t te  l t i t t t t l .  t l t t '  t ' i tn r i r rgs  tes t  i s  t l ro r rg l r t  to  t ,nc 'o r r l l rg t '  r ' t ' t i r t ' r r r t ' r r t  i r t  i r r r
t ' i t l l i t ' r  i t g r ' r r n r l  t o  i l i s c o r r l i r g ( ' l ) i u ' t - t i n ) ( ' e n r l r l o v r r r c r r t  i r l t e l  f o r r r r t r l
x ' t i l t ' r t re r r t .  ( i i ven  l i l e  e r l t t ' r ' tu r rc ' ies ,  t l t cse  res l )ons( )s  i l l ( ' ( l ( ' en)e( l  to

r S t  t '  P t t t ' t  J .  F t ' r t i u a .  S r r c i a l  S r l r i r i l t T : ' l ' l r t  I t t l u ' r c t t t  ( ) o t t l r u d i c t i o t t  ( S i r r r  F r i r r r t  i s r  o :  ( l r t o

I  r r s t i t r r t t ' -  l ! ) f J 0  ) .
r S t ' t ' \ l r r r t i r r  S .  F t l r l s t c i r r .  " S o t i i t l  S <  c r r r i t r .  l r r r l r r t , < . r l  l i t ' t i l ' r r r r . r r t . r u r r l . \ g { r t ' g r t t . ( l r r p i t i r l

. \ r ' c  r r r r r r r l i r t io r r . "  . lour t t r t l  t t l  Po l i t i t t t l  l ' ) t  o t r t tn r t l  l l 2  (S t 'p te r r r l r t ' r rO i  to l r t ' r  l ! )7 -1) :  l )05- l ( i .
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S r - r t , t t . t  - S I u g  E p p u c ; r s

l r r i se  the  ta lge t  l i l '  re t i renren t  inc 'o r r re ,  t i re le l ry '  inc l t ' i r s ing  the  r les i re

to  sar . 'e .  On the  o ther  hanc l .  t l re  Soc ia l  Secr r l i t y  s ) ' s ten i  i s  perce ivec l

to  p lov i r le  l t r t  i i nnr r i t v  tha t  s r r l rs t i t r r tes  f in ' t l r t '  r ' e t i rcnren t  inc r l rne  t ln t

u'otr l t l  othen." ' ise lr i lu 'e to lre lr lovir lccl l rr '  pl ivatt '  sin' i rrg. t l ielelrv

le<ltrcing the irrcr:nt ivt, '  to sitvt ' .  I .-rrt thcltr iore. lreclrrse l t i tvlol l  t i txes

rer l r rc t ' c l i s l rosa l r le  i r rcor r rc ,  t l re  l i l i , - r ' r ' c l t ' l r y ,po thes is  ho l r l s  t l r i r t  t l i ev

r r r r rs t  te r r t l  to  l t : r l r r t ' t '  c r r r re r r t  s i rv ing .  As  a  l r : s r r l t ,  t l re  l i l e -c1 'c le  l r1 'po th-

es is  i r r i l> l ies  t l ra t  o r r t ' cunnot  p le t l i c t ,  i r r  t l r c  a l rs t lac t ,  n ,he t l re l  the

Sot ' i r t l  Secr r t ' i t1 ' svs te r t t  l ) l ' o ln ( ) t ( ' s  o l  i r r r l te r les  p l i vu te  s i tv i r rg .  I t  seenrs

to  l i r l l o rv ,  t l i e r t ' l i r le ,  t l l r t  u r r  t : r r r l t i l i c i r l  i r rv t ' s t ig i r t io r r  i s  ncc 'ess i r l v  to

< lc te l r t r ine  t l r t '  tn re  c f l t ' c ts  o l  Soc ia l  Secr r l i t l  o r r  p r iva tc '  s i rv i r rg  i t r r r l

i r t v t ' s t l r t ' n  t  l l e l rav  io r ' .
' l ' l r t ' l i l e -c1 ,c le  

r r ro tk ' l  l t i r s  se l io r rs  s l ro l t t ' o r r r i r rgs .  f - i l s t ,  i t  i r rc 'on- t ' c ' t l r '

i i l e r r t i { i cs  t l r t '  i k , t t ' r ' n r i r l r r r ts  o l '  s r rv i r rg  l rc l l rv io r  l rv  c 'o r rs i r le l i r rg  t l rc

t i r lg t ' t  Io r  l t ' t i l t ' ru t ' r r t  incor r r t 'as  r l t ' p t ' r r t I i r rg  o r r  t l r c  l t ' r rq th  o l  o r r t ' ' s

ex l r t ' c ' te t l  t t ' t i t ' c t t te r t t  l r t t t l  t l r t  on t ' ' s  1 r t ' r ' r c ' t i l c t r te r r t  in t 'o r r rc . ' l ' l r i r t  r r r i r r

l rc  l r  r rser I i r l  l t l t l t t ' o i i c ' l t  lo t ' i t r r  i t t s r r r l r r r< ' t '  s i r l cs r t t i r r r  in  ge t t ing  l to ten t ia l
< : l i t ' r r t s  t o  [ i r c ' t r s  o r r  t l t t ' i r  " i n s t r t i t n < ' r ' r r t ' t ' < [ s . "  l r r r t  s r r o r r c ' r  o r - l i r t e r  l r t '

n l r s t  i n l i ) n ) r  l r i s  l r o t c n t i r r l  c l i e n t  u l r o r r t  p l c r r r i r r r r r s .  A t  t l u r t  p o i r r t  i t

l r c< :onr t ' s  c l t ' i t r  t l r r r t  t l r t '  r ' o , r l  o l  t l re  l r t ' r rc f i t s  i s  i r  r r ra jo r  r l t , t t ' r ' r r r i r r in t  o l '
u ' l r t ' t l r t ' r .  i u l ( [  l l o \ v  n r r r t ' l r  o [ ' t l r o s t . I r t ' r r t - { i t s ,  t l r t ' r ' l i t ' r r t  u , i r r r t s  t o  b r r r ' .

S t r r t ' l y ' t l t e  c ' o s t  o l  i r t ' r l r r i l i r r g  l u l \  g i \  ( ' r r  i r r r l o r r r r t  o l  r t  t i l c r n t ' r r t  i n c ' o n r e

s l r r r r r l t l  l re  s t ' t ' t t  i r s  i r  l ) r i rc i l ) r r l  t k ' t t ' r r r r i ru t r r t  o l  l t l i v r t t c  s i rv ing .  I l  t r r r - r r ,

t l r i s  t r t t r s t  r r r t ' i t r r  t l r i r t  t l t t ' i r r t ' o r r r r  t l r ' r l t ' t s  { i l  l t , t i l t , r r r t ' r r t  ( i 1 ' t l r t ' v  t ' x i s t )

t t t r rs t  l re  v iu ' i i t l r l t '  r ' l r t l t c l  t l l r r r  s t r t t io r r i r l r , .  l l r r t  i l  t l re  t iu 'g t ' t  [ i r  rc t i l t ' r r re r r t
i r t c 'o t t t c ' i s  r ro t  i t  f i x t ' t l  a r r ro r rn t .  t l r t ' l r  t l r c  r lo l l r r r  iu l lo lu r t  o {  r ' c ' t i r c r rncr r t

l r t ' r r t ' f i t s  l io r r r  Soc i r r l  S t ' c r r l i t v  r . r , i l l  r ro t  r r t ' ccss i r l i l v  l r i r v t ' i rny 'svs ter r ra t i t '

i r r l l t r cnc 'c  o r t  t l r c  i r r r ro r r r r t  o l  1 r l i ,u 'a t r :  s i t v i l l g  l i r r  l t ' t i r t ' r r re r r t .

I t t  th t - '  seco t tc l  1> l i rc  c ,  t l r r '  p t ' r ' r ' r ' p t io r r  t l r i r t  Soc i i r l  S t ' r r r r l i t r .  rc t i le  r r re r r t

l ren t ' f i t s  i t l t ' i t  s r r l rs t i t r r t c  l i r l  t l r c  le t r r r r rs  o r r  1>r iv i r t t ' s i r r . ' i ng ,  l ro r ' , ' ever '

i r c :cc l ) t i r l ) l c  l ionr  t l re  r . ' i t ' u 'po i r r t  o1 ' t l r t '  i r i r l i v i c l r ra l ,  i s  c . le iu ' I1 'no t  uc ,cept -

a l r l t '  l i o r r r  t l i e r  i rgg lcgatc '  r ' i e r r '1 to i r i t .  Not l r ing  i r r  thc  Soc ia l  S t ' c r r l i t y
svs ter r r ' s  i r r t c rgcr re l r r t io r r i t l  t i r x /1>a\ ' l ) l ' ocess  i r rk ls  to  t l le  i rgg) 'egat ( '
i t t c t l t t te - l r to t l r rc i r rg  c i t l rac i t t  o l  t l r c  econorn \ ' .  

' l ' l i e  
to t i i l  i t r r ro r r r r t  o l

l re r re f i t s  l t ron t iser l  t r t  i r r rv  g t 'nc r i r t io r r  o l  r t ' t i l ees  re l l lesents  o r r l v  i r
re t l i s t r i l r r r t ion  o l  a  g iver t  i r r r ro r r r r t  o l ' i r rcor r re :  i t  t k res  r r { r l  le1) rc 's t  r r t  i r r rv

ack l i t io ru i l  i r rcor r re  p r 'o r l r rcc r l  l l v  i r rc renrer r ts  to  t l ie  s tock  o l  ca ] ) i t i r l .

F 'o l  t l r i s  le i rso l l ,  evcn  i1  u  l to te r r t iu l  o t  ac t ru r l  l ren t . f i c ia r t ' l re lc ,e ives

the cxpecte't l  f lorr '  ol  Social Sectr l i tv lrerref i ts as a l)el lect sulrst i t tr te

I irr  retrrrns orr his private rct irenrt 'nt sirving, the sanrc pel-solr rrnt l /or

ot l t( ' r 's ntrrst vierv thlrt  f lor.r ' i rs inlposing i l l l  e( l tr i r l  ch'airr orr the lervalcls
l irr  rvorking unrl srn' ing. I l  t l re prese nt valrre ol expectct l  ber.ref i ts lxrnr
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Social Sec'rr l i t f  is clecn-re<l to lre an aclcl i t ion to the net rvor' th of ' the
beneficia.r ' ies, then t l te plesent valrre <l l ' t l re <i lr l igir t ions to l i rncl t l rr :

transfers rrtust Ire seen i ts i tn eryual r lec'reirse in netu'or-t lr . ' l " l rc.re crur
l re  no  pos i t i ve  Soc ia l  Secr r l i t v  ne t  rve i r l t l i .

' fhose 
r ' r ' l ro  pers is t  in  r r r : t i r r tu in ing  tha t  there  is  a  pos i t i ve  Soc ia l

Secrrr i tv net u'ealt l i  that srrbst i tutes f i l '  pr ivi t te-sector u' t : i r l t l r  inr-
p l i c i t l v  nssur i le  tha t  peop l t '  pe t 'e ive  or r l l '  t l ' re  { lou '  o1 ' l renef i t s  rvh i le
ignoring t lrc f lorv o1'1>ay'r 'ol l  taxes t lrat ale rrsetl  to lrrncl the bene{its.
S t rch  i tn  usse l t io r r  n ra l '  l re  r 'onver t ien t  f i r r  ecor io r r re t r i c  exerc ises ,  l l r r t

i t  certainl l  is not ir  vieu'thlt  i lccor( ls u i th rerr l i ty or r,vi th clcal thinking.
' l ' l re 

notion ol a posit ir , 'e Soc' ial  Secrrr i tv rrt ' t  u'cir l t l r  clrrrnot lrc
rescr re r l  l t v  r len tons t la t ing  t l r i i t  t l te  p t 'escr r t  va l r re  o l  the  l rc r re f i t s  an
i r r r l i v i r l ru t l  rv i l l  l ece i r "e  exc t .cc ls  t l re  l r l csent  va l r re  o f ' t l r t ' puy  r 'o l l  t i r xers
l re  u ' i l l  l rave  pa i t l  ( i r rc l r r r l i r rg  t l re  taxes  pa i r l  l r y ' l r i s  e r r rp lovc ' r  o r r  h rs
l re l r i r l f ) .  A t  t r rv  po i r r t  i r i  t i r r re ,  t l r t ' to ta l  r r r r ro r rn t  o l ' l l e r re 'F i ts  p : r i c l  r r r t rs t
I rec 'essu l i l v  e ( l l l i r l  t l l c  to ta l  r t t to r t t r t  o l ' r v i t l i t l ra rv l r l s  l i -o r r r  t l r r r  inc 'onr r :
s t re r t r t t  r l l ' s t l t r t t '  1 ' l t :o I t le .  Or r l1 ,  i l ' l t i t r t  t l t '  a l l  o { ' t l r cse  u ' i t l t th l r r r , i t l s  a re
l r i c ld r : r r  f i ' o r r r  t l r c  i r r t l i v i rh ra ls  f lo r t  u 'hose i r rc ronrer  t l re  w i th r l r lnv i l l s  i r l t :
r t ta r le  c ror r l< l  i t  l r t ' assr rn r r .c l  t l ra t  t l re  i rggregr r te  o f ' l ro r rse l ro l r l s  l re l i : rvcs

as  i f  t l r c re  l r , ' c re  pos i t i vc  Socr i r r l  Secr r l i t l ' r re t ' , ver r l t l r .  No l 'o r rz i -sc l renr r :

t ' x l r lan l r t io r t  cur r  v i r l i r l i t te  t l t t ' r ro t io r r  t l r i t t  t l r c le ' i s  r r r rv  l ros i t i v t 'Soc ' i l t l
Sercrr l i t l , '  rr t ' t  u cit l t l r  t l r i r t  srrIrst i trr tes f irr '  pr ivir tc cirpitrr l .

In shor-t.  t l ie corrvt 'r t t ional approuc' lr  to rrrr l lvzirrg thr: r ' [ I i '<rts o[ '
Soc ia l  Sccr r l i t -v  o r t  l r l i va tc  s i rv ing  anc l  cap i t i r l  f i l l n ra t io r r  i s  r r r rsa t is l i r c ' -
to rv .  Ar i r l  t l te  cc :o r ronre t l i c  e rc rc iscs  cor r t l r rc te r l  u ' i t l i i r r  th is  f i i r rncu ,ork

i t re  o l ' l i t t le  va l r re  i r r  exp l i r i r r ing  or  rncr rs r r l ing  the  c l l ' ec t  o l  Soc ia l
Sr:crr l i tv orr prir . , i r trr  cirpital.  r

Art i t l tenti t t ive-artt l  str l ter ior- i tnir lyt icrr l  f i ' iurrcu,ork lcircls in a
s t ra ig l r t l i r lua l r l  rvuv  to  t l rc  con< l r rs ion  th t t  Soc ' i i r l  Sec ' r r r i t1 ,  e lo< les
pr iva te  sav i r rg .  Or re  e lcnren t  in  th is  an i r l ys is  i s  t l re  r rsc  o l 'na t io r ra l
incor r te  i t cc 'o r rn t i r tg  to  i rssess  the  i r r r t la l  i r r rp i rc ' t  o f  Soc ' i i r l  Sec ' r r r i t y 'on
( ] l rss  Pr iv i r te r  S i rv i r rg  (GPS)- f l ross  Nat iona l  P l r r< l r rc t  ( ( lNP)  less
consr r r r r l r t ion  ar r r l  less  t i rxcs .  OI rv io r rs l l ' ,  the  g le r r te l  the  iu r rour r t  < l t
taxes ,  t l r c  less  t l re  unror rn t  o l  ( l l 'S ,  un less  i t  i s  r rssur r rec l  t l ra t  con-
s r rn r l l t ion  < [ec l ines  in  i r r r  u r r ro r rn t  e r l r r r r l  t< l  t r rxes . ' [ ' h is  n .o r r l< l  be  t r r re
i l ' anr l  on ly  i l  s r rch  taxes  ra iser l  the  c t l s t  o l  consr rn r l t t ion  re la t i ve  to
sitvirtg enough tr l  i t rclr tce an erlrral <lol l i t r  clecreirse irr c 'ousrrnrl t t ion. A
payrol l  t i rx, horvcver' ,  rkres not raise the c<lst <t l 'consurrr l t t ion relat ive

tT I t r '  pa t t t ' r r r  l i r r  r r r r rc l r  o l  t l r t '  ecor ro r r rc t r i<  inv r .s t iga t io r r  o {  t l r t '  t ' l i i ' c t  o l  S tx r ia l  Sccr r r ih

r t t t s i t t : t t g t v a s s t ' t I r r  F c l < l s k ' i r r i r r I r i s l l ) 7 - 1 1 > a p t ' r . " S o c i l l S t , c r r r i t l , I r r r l r r c c t l R c t i r c n r t ' n t ,

i tnc l  Aggrcga i t 'Oap i ta l  Accr r r r r r r la t io r r . "  
- fhc  

tc< l rn ic i r l  r l r ra l i t v  o l  t i r c  I f c lds te in  s t r r< lv

apar t -  t l t t '  { i r r r t [ r tn t t ' r r ta ]  con(  ( ' l ) t s  c r r rp lov t '< l  t l r t ' r c in  t r r t .  (a r r l t r .  r rs  c rp l i r i r rc r l  r l r rx t . .
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to  t l re  c 'os t  o l  sav ing ;  i t  inc le i rses  the  cos t  o l  l i r l ro r  re la t i r . ' e  to  le is ru 'e . {
' fhere 

is, t l relef i tre, tro i t tcrease irr the f l 'act iorr o{ GNP that is t levoterl
t< l  sav i r rg  i i s  the  resr r l t  o f  in rpos i t i r l r r  o1 '1>ayro l l  taxes .  N, Io reover ,  s ince
Social Secrr. i ty lrenerf i ts r l<l not .eplesent either the valrre of the
crl tr tr i l rrrt ion ol cttr t 'ett t  l i r l rot '  ol  capital servicers to total l rrocltrct iorr,
t l"re inrrrrecl i i i te el lect. l  ther ]>itvr<l l l  t i tx irr  I .rveri .g GPS is rr, t  ol l .set
l r1 ,  i t t t  i t t c l 'e i t se  i r r  ( lNP.  P i i l ' r ' o l l taxes  l t ' s r r l t  i r r  an  r rn r l r r t i l i f i gc l  re r l r rc -
t i < l r r  i n  C P S .

l r r  th r :  lonq  nu i .  the  e l lec t  o1 'soc i i r l  Sec ' r r l i t v  tuxes  is  t r l  rec l r rce  the
sr rp l t l v  o i  l r r I ro r ' .  t [ r t ' r c l r1 ,  r ' t : r l r rc ing  to t i r l  o r r tp r r t .  As  a  r t : s r r l t ,  tggrog i r te
s i t r . i t tg .  i .e . ,  i l ggreg i t tc  a t l t l i t i o r rs  to  th t ' s tock  o l  c i r t t i ta l .  r r r r rs t  l r l so  l r t '
l t ' t l t r  cer  l .

Social Insunrncc+ ancl E{f i  cier)c)y
In  a r l t l i t i< l r r  t .  t l r t ' t l i s t . r ' t i . r rs  r l i sc r rsse t l  u l r r l ' r ' ,  the  e l l i c r ie r rcv  c r . r -

terion l ter-t i t i rrs t<l t l rc cl l 'ec' ts ol 'socirr l  i rrsrr lunc't  orr tot ir l  ut i l i t -v. 
' l ' l r()

< luers t io r r  t l re r r  i r l i scs :  Dot ' s  the  Soc ' i i t l  Sccr r l i t v  svs tcnr  r t : t l r rce  i rn
i r tc l i v i< l r r i r l ' s  r r t i l i t v  l rv  t l i s to r t ing  l r i s  t i r r r t '  p i r t l r s  f i r l  c ,onsr rn r l l t io r r  i t r r< [
l t cc ' r r r r r r r la t ion  ?

'l' 
I rc ( ) 7t t io t r t t l P r i r tt t t' Rr t i rc n rL: r t t I rr,; u nt t tc t,
- l ' o  

l t lov i t le  i t  c t t t t c t : l r t t t i t l  l i l t r r reu 'o lk  { i r r  r r r rsu ,c l i r rg  t l r i s  t l r rgs t io r r ,
cor rs i t le r ' { i r s t  the  rcs r r l t s  l i ke ly  i r r  i r  l i sk r  u ,o l l r l  ' , ' u , i t l r  imper . l i r r : t  k r ro*  l -
t - ' r lg t ' ,  r r r rc t : r ' t i r in t r , '  a l r r l r t  t l re  o r r tc 'o r r rc 's  o { '  e t  onor r r i c :  r lec is ions .  an t l
cos t l r  i r r f i r r r r r r r t io r r ,  l r r r t  i r r  rv l r i c , l r  th t ' r 'e  i s  n< t  r :o t r tT t tL l ,so  r r7  i r rs r rn r r rc t ,
s1 's te t t t .  l r l  s r rc ' l t  l t  rvor lc l  e i t t ' l t  l re lsor r  n r r rs t  t [ r ' c i t l c  o r r  l r i s  owr r  t i l r i r rg
o l  consr r r r r l ) t i r ln  anr l  s in ' ing . ' f l res t :  c ' l ro ic .c 's  iu 'c  l r i r s r : r l  91  r :1c l r  i r rc l i -
v ic l r ra l ' s  l le lccp t ion  o1 ' t l re r  p lo l ra l r i l i t y  < l i s t r i l l r t ions  r rn t le r . l v i lg  the
re lev i i t t t  l l l l t : l to t t te t t i t ,  e .g . ,  con t i r r r r i t y  l r r r r [  < l r r r l t ion  o l  c r r r l t lo l ' r r rg r r t ,
i l l ness  i t r r< [  o ther  evc l r ts  i t l l i r c t i r rg  h is  p r -o< lL rc t i v i t l ' ,  l r i s  longev i t l , ,  r t r r r l
t l r r '  p r . .< l r rc ' t i ' i t1  , l ' t l re  cap i ta l  l re  i r< '<1r r i . t ' s .  

' l ' l r c  
ex is tcnce . f  r . i sks

cre i t tes  t l re  cont l i t io r ts  i r r  rvh ic l r  t l re lc  i s  i r  r r r iuk t ' t  l i r l  u  p r iv i t t t . i r rs r r r -
I t t r t ' e  i t t c l t t s t t '1 , . , , \ l t l r r t t rg l r  i r rs r r r i r r r r .e  t f t res  r r l t  i r l t t ' r  t l re  t , t . l  l , sses  thu t
( ) ( ' ( ' l l r ,  i t  le r l i s t r i l l r t r : s  those losses ,  1>rov i r le t l  the  prer r r i r r r r rs  e r l r ra l  t t re
l r l ss t ' s .  

' I ' h is  
t t t c i rns  th l i t  t l i os t ' l vho  inc r r r  losscs  t l i i r t  u re  l css  th iu r  t l r t

r l le i l r )  e r l )ec te r l  r . ' a l r re  0 { ' to ta l  l0sses  are  the  t lans le rors  to  those inc l i -
r . ' idrrals n lro hirve incrr lrurr l  losses gr.eater thiur t l rat l lc lur.

' l t  i t l so  mis t ' s  t l t c  t  os t  t t l  l r t l ro r  s t ' rv ic ' t , s  r t ' l r t i vc  to  r . i r l l i t i r l  s t 'n  i c t ' s ,  r t . su l t i r rg  i r r  a  I r ig l r t ' r
t r a l l i t a l / l i r l r o r  r r r t i o .  T I r i s  t l r a l r g t ' i r r  r t ' l a t i v t ' r ' o s t s  r l o r . s  r r r r t  r c s r r l t  l l o r r r  n t l t , c r t , a s c  i r r  t r r c .
c  t l s t  o l  <  l t l t i t a l  s t ' t t  i t ' t ' s .  i . t ' . ,  i r r  t l r t '  r r r r r o r r r r t  o l  c r r r r t ' r r t  t , o r r s r r r r r p t i o t r  t l r i r t  r r r r r s t  l t r  l i l r t ' g l r r < '
t o  o l r t r t i t r  r t  g i t  t ' t t  i r t t t t t t t t t t  t t l  o n t l r n t  I l o r r r  t l r < .  r r r l r l i t i o r r  o l  i t r r t r t l r t ' r  r n r i t  o l  c n p i t a l .  I t  t [ 6 r ' s
r ro t ,  t l t t  r t  lo r t ' .  i t t t  L t ' i t s t '  t l t c  p ro l t r l r t io r r  o l  to ta l  incor r r t .  t l re t  i r r r l i r  i t l r ra ls  w11t  tg  s i r \ . ( . .
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In  t l . re  in r l i v ic lu r i l ' s  cho ice  r l l ' the  t i rne  pa t l rs  o1 'consr r r lp t io r r  anc l
s i r . r ' i ng ,  I re  r r r i r l  inc l r r t le  in  l r i s  l ro l t { i r l  io  an  ins r r l i r r rce  l to l i cv  tha t  l t ro -
v ic les  h in r  u ' i th  an  r rnnr r i t y '  n t  t l ' re  t in re  o l ' re t i lenren t ,  c l r re  to  e i ther
vo l r r r r t i t r l ' cho icer  o l  i l l ness .  He nrav  a lso  r . r 'an t  to  inc l r r rk .  in  l i i s  po l i c r -

i r  p lov is i<xr  i in ' i r rcor r re  t l r r r i r rg  l re l io r Is  o f  uner r r l t lo , r . r r rcn t  1>r io l  to  h is

chos t 'n  t 'e t i rcnre t r t  c la t t : .  F ina l l l ' ,  l i e  t r r r r l ' u 'a r r t  I t i s  l to l i cv  to  p l r tv i r le

s r rn ' i vors  ber re f i t s  i1 ' l re  chooses  to  Ie i tve  tu r  es t rL te .
' f l r c  

a r r ro rur t  o l  t l i e  l t ' t i renren t  i r t conre  i rn r l  i r cor r re - lss lu i rnce  l>e l re { i t s

run  in r l i v i t l r ra l  can  l r ro 'n  i t l c  l i r l  l r i r r rse l l ' r r t  any  t i r r re  rv i l l  l re  c< l r rs t l i i i ner l
l rv  l r i s  ava i la l r le  res( )u lces  tnc l  l l1 ' t l re  n ra lg in iL l  p ror l r rc t i v i t l . ' o l  l r i s

i t c t  r r r r t t r l i r te r l  c r r i> i t t l ,  I J t 'ne f i t s  t I r>  r ro t  r leper r r l  ( ) l r  i l l ) \ '  svs tenr i r t i c ' t l i r r rs -

l i : r  o l  inc 'o r r ie  1 l 'o r r t  t r r> r ta t i r r r r i t i t r t t s  to  annr r i ta r ) ts .  
' I ' o  

l le  s r r re .  sor r re

t t ' i t r t s Ie ls  i r re  i r t ' u ' t t l r . ' e< l  r r ' i t l t i r r  t l t c  i r rs r r l l tnce  s ls tc r r r ,  l r r r t  t l rese  t ra r rs -
{ e L s  i t t t - ' t i r n t l o t r t . ' f l t t ' r i t : c r r t g t ' i r r r o r r r r t  o l  s r r t ' l r  t r i r r r s l e r - s  i r r c l r r t l e t l  i n
t l rc  l rcne f i t s  o j  i r l l  the  i r t s r r rcc l  rn r rs t l rc  ze lo .  I l  i t r ' , ' e lc  o t l re r t l r i t r r  ze l r

l i r r  a r rv  le r rg t l i  o1 ' t i r r r t ' ,  l tpp lop l i l r te '  r ' r ' r ' i s io r rs  in  the  i t t ' t r ra l ia l  c i r l r : r r -
l a t i o r r s  i u r t l  1 > r ' t ' t t r i r r r r r s  u , o r r l r l  l r e  r r l t r l e .

Op1>o l t r rn i t i cs  l i r r  l r :u l i z i r rg  t ' co r ronr ics  o1 'sc r r le  i r r  i r rs ru 'ance r ray

res t r l t  i r r  g ro t rp  cont l i r t  t s  to  cov t , r ' sor r r t 'o { ' t l i e  i r rs r r r -a l r l r ,  p l re rnor r ren i r .
( ) r 'o r r1>  i t t s t t t i l t t cc  s l ro r r l t l  t t - r r r l  to  l c r luc t ' t l r r :  t l r r r rs l i ' r  t : l t ' r r r t , r r t  inc l r r t l t ' r l
i r r  ins r r ra t tce  l re r re  f i t s ,  p rov i r le r l  t l r c  g lo r rp i r rgs  r r re  l x ts r : r l  o r r  va l i i t l r les
re l t - ' v r r r r t  to  thc  s l rape o l  t l r c  p lo l ra l r i l i r y ' r l i s t r i l r r r t io r r  o l  t l r t ' se  p l i t ' r ro r r -

e r r i t .  S t l t t te  t l i r r rs le r  e l t ' r t c r r t  l t , rn r r i r rs ,  l x r t  t i r k ing  i r l l  the  ins r r l c t l  toge t l rc r ,
t l t r rs l i ' r s  s l io t r l r I  r re t  o r r t  c r r t i r t , l l ' .  Aggr 'egatc  l t cnc f i t s  l i r r  le t i rc r r re r r t ,
t l r c r r ,  i r l r :  a  l i rnc ' t io r r  o r r l v  o l  t l re  r r r i r lg i r r i r l  p ro t l r rc ' t i v i t v  o l  cu l t i ta l .

, , \  s r r i r l l s l ro t  o l  t l r t :  l r l i v i r te  i r rs r r l i rnc t -  s1 's tenr  r r t  r r r r l , ' r r ro r r ren t  i r r  t in rc
rvor r l t l  r cvc l r l  t l r i t t  re t i lecs  rcce iv i r rg  a r r r r r r i t i cs  anr l  o t l re r  ins r r r i r r rce

l t roce t ' r l s  o l  l r : t t tn rs  o r r  t l r t : i r  ou ' r r  i r ssc ts  ac< l r r i r t ' i l  ov t ' r  t l r c i r  wo lk ing
l i vc 's  i t rc  p ly i r rg  r to t l r i r rg  i r r to  le t i leur t : r r t  [ i rn t l s ,  rv l r i l c  rvorke ls  i r rc
lece iv i r rg  r ro  l te r te { i t s  l r t r t  i t r t :  r - ro r r t r i l l r r t i l rg  to  s t rc l r  l i r r r t l s .  

' l ' l r i s  
i lo t :s

r to t  r t t t ' i r t t  t l r l r t  t l re  svs t t ' t t t  i s  r t ' t l i s t l i l r t r t i r rg  i r r t :o r r re  l le tu 'een g( ! r rL l ' i r -

t i< lns .  
' I ' l i e  

1 t t ' t ' s t : t i t  g t ' t t t ' t  i t t io r r  o l  r . " 'o lk t ' r ' s  i s  r ro t  t l i r r rs leL l i r rg  inc 'o r r i c ,
in  t l te  l i r r r r r  o l  r t : t i r t : r r rcn t  l renef i t s ,  to  u r r  e i r r l ie r r ' ,  r r< lw le t i l c r r l ,  rvo lk i r rg
gent ' r i t t io l t . ' f l te r  a t r to tu t t  o f  l c t i rces ' l r t : r rc [ i t s  < lc l re r r r l s  o r r  ho ' "v  n r r rc l r
t l rey  l r l t l  e i t r l i c , t ' save t l  i t t t c l  o r r  t l r t ' r r ra lg i r ra l  l r ro t l r rc t i v i t v  o l ' t l re  cap i ta l
to  w l r i c l r  t l tev '  l r i i ve  ac t l r r i re t l  c l i t i r r rs .  1 ' l re  l t resent  gcr r t :n r t io t r  o1 ' rvork -
ers  car i  l re  sa i< l  to  l r t :  cor r t r i l r r r t ing  to  p lescn t  rc t i lees ' r rnnr r i t i cs  o r r l v
i r r  the  ser rse  t l ra t  t l r t :  t ' o r r t l i t i o t rs  o l  la l ro l  s r rp l t l r .  ( t l ken  i r r  cor r i r rn r r t io r r

rvi th t lrc. stock o1'capitrr l ,  t l re coni l i t iorrs ol srrplt l .u- o1'r. i r l t i tal ,  the statc
o f ' th t :  inc l r rs t r ia l  a r ts ,  i ln ( l  the '  tec l r r r i c r r l  l t ro< l r rc t ion  r ' t ' l a t i r lns [ i i y ts )

r le te l l r ine  t l re  p rodr rc t i v i t y  o l ' c i rp i ta l  t l r i r t  i s  t l re  sor r rce  o l ' the  l rc r re f i t s
f lou,. ln no I i teral sclnse tt l 'e present workers f inancing the lct i lerrrent

o1' I i rrrr ter rvorkers.
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'fhe 
total anrotrtrts consurtte(l an<l sa', 'ecl at anv given tirne represent

the nrost e{ficient state of afl l irs, given the risks and costs involved
in the institutionii l  arralrgenlents ft lr averting risk. OI c<lurse, some
inrliviclrrals rvil l  rvintl rrp rvith less tl 'rarr their o1>tinrrrnr u'e:rlt lr :rccu-
rrtulations ancl <lthers rvith tnore, sirnply becuuse u'it lrout perl-ect
l i lresight, their t irrectsts ol 't l ie relevant lthcnorrrenu irre rrot pell 'ectly
realizerl. ' Ihe indivi<hrals u'ho \\ 'ele overanxious i iborrt the ftrtrrre
rvil l  f incl that they huve consrrnrecl less ovel theil r.r 'orking l ives than
thev u'orrlrl hrrve, Iratl t lrel 'harl pelf 'ec't l irresiglrt. 1'he1.'rvil l  al>proirch
and reach retirement with larger accrrnrrrl irt ions than thev lra<l eall ier
as l r i re t i  to ,  unr l  i f  the i r  r r t i l i t l  f i r r rc t ior rs  h i tve not  ch i tnge<1,  they r r r ight
atterttpt a <lrre-slrot irt l jrrstrrrcrrt in thcir t<ltal irssets by. incleirsitrg tl ieir
consrr r r r l> t ion.  ( ) r r  the whole,  hou'ever ,  t l rev are l ikc ly  to ret i ler  u ' i t t r
.s( )n l { '  'ex( 'e . \s"  

enrL lu ' r r r - r r t .  Othe ' r ' i r r r l i r . ' idr r i r l .s ,  nr t 'ur ru,h i le ,  rv i l l  h : rve
accut t t r r l i t ter l  " too l i t t le , "  l rav ing l rcen r :xcessivel . " '  conf ic lcr r t  chrr ing
t l re i r  rvork ing yeiu 's .  Sorrrc  o1 ' thesc r r r i r r . '  l re  r lest i t r r te  arr r l  r r r i ry  l re
st ts ta i t rcr l  e i t l r t : r  l rv  c l rar i tv  or  not  ut  a l l .

- f l resr :  
e l ro ls  in  f t r rcc ' i rs ts  shorr l r l  c i r r rc 'c l  orr t  f in 'a l l  i r r t I iv i r lLra ls .  I1 .

l i l r ' .sot r rc  reason,  t l terc *erc a s1 's tcrr rat ic ' l r ius i r r  1reo1>le 's  Iorecast .s
agtr inst  the i r .c t t r t l  c l is t r i l r r r t i r lns o1 e 'n,ents i t rorr r r r l  t l rc i r  nrean v i r l r rc ,s ,
i t tsr r r i t r rcr t '1>r 'e t t t i r r r t ts  rvorr l r I  l r t :  l r ig l rer  or  lou 'e l  t l i i r r r  le<l r r i rec l  l ry ' t l re
ac ' t r r i r l  r l is t l i l r r r t ior rs .  Urr less i r rd iv idrr i r ls  s , r ' re  t 'or r r1) le t r : lv  r r r r lespon-
s ivr :  to  c l tanges in ther  crost  o1 ' r 'c t i re : r r rent  i r rsr r l i rnce,  the antorr r r t  o1 '
insrr retnce ac<lr r i rc t l  worr l r l  l le  c l i l l 'ercrr t  l i 'or r r  t l r t '  i r r r rorr r r t  t l ra t  u,orr l r l
l r t 'oyr t inr r r r r r  l i r l  the i rc t r r r r l  r l is t r i l r r r t ions. ' fhe r l i { I 'c rencc i r r  the anrorur t
o l  inst r rat tce l t tocect ls  act r r i r l l l '  1 ' l l i< l ,  t l te le l r l r t : ,  'uvorr l r l  l re  o l l .set  to
sorr re r leg lerr -possi l r lv  r ror t '  t l r i r r r  I  (X)  1r t ' r 'c 'er i t - l r r  thc < l i l ler t 'n t ,es
in t l re  arr rot r r r t  o l  p lerr r i r r r r rs  par i r l .  \Vhe t l ' rer  t l r is  o l l .set  u 'orr l t [  l rer  per lect
u 'orr lc l  r lepe nt l  or t  t l re  pr ice er l l rs t ic i t r '  o l  r lenr i r r r t l  lo l  insrr r i tnce,  l r r r t
the clt:glee o1'nriu'ket l i i i lrr le, t 'r, 'err i{ ' t lre ollsert u'ele not ltc'rl 'et 't, rvorrlrl
l r e  s l i gh t .

I r r  ar l r r r i t ter l lv  ovels i r r rp l i f ier l  tenrrs,  t l re  precer l ing c l isr , r rss ion
r le l ineates t l ie  k inc l  o1 'p l ivate i r rsr r runce svstenr  arrc l  l rorv i t  u 'orr l< l
rtperate to trrirxirrt ize ell iciencl i l ' there were no irrrperlinrerrts irrrposecl
l rv  thc 'prr l r l ic  sector ' .  Agi r i r rs t  th is  orr t l inc,  on( 'c iu)  cv i r l r rate the e l f i -
c iency inr l t l icut ious o1 '  t l  re  e. r is t in  g socia l  insrr r t rnce sy 's tenr .

IifJtcit:rrtt1 I ntTtl it 'ut ion,s o.l '  Sot' iul Irr,srrrurrcc

Srrp l r< lse prrb l ic-yro l icy urarkels  ins is t  orr  1 l r 'o ' , ' i< l ing sorr re svstenr i r t ic ,
c'ollective rernetly' l irr t l ie urrderilc'ctrrrrrrlatir lr by those rvlro l irrecast
por l r ly .  ' fhe lesul t ing soci i i l  " inst r rance" svsterr r  nr ig l r t  rcr l r i le  every-
or te to i r tc ' re i rse l t is  i rcc ' r t r r t r r la t ior r  rate. ' f l re  resrr l t  u ' rnr l r l  l re  i rn  i rccrr -
nrrrlation that is excessil,e arrd ir t inre path o1'consulrrption that is too
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lou,. 
' l lhe 

st lci i r l  " insural lce systenr rnight be less than rrniversul,

leqrr ir ing orr ly '  certrr in gr 'oups of ' l rersons, r leenrecl to be less-t lr i ln-

aclet lrr ir te accrrrtrrr lat<lr-s, to increrrse their saving. In t lr is case, t l -re

rrt i l i ty '  lost by t lre selectecl gr 'oups rvoulcl not lre conrpensirterl  lor by

an-v-one else, since presurnably evel 'yone u' irs ir l le:rcly ir t  a pr 'efen'ecl

late ol 'saving, given his r lwrt l l rclget constlaint ancl the 1l 'oclrrct ir . , i t - ' -
ol 'capital.  

' f l re 
social " insrrrance" sv'stenr nright lre clesignt 'cl  as a kinrl

ol organizerl  chnrity ' ,  levy' ir ig taxes on t lrose t leerrrecl t<l be relat ively

t r t f l r re r r t  in  o rc le r  to  t r i rns f 'e l  inconre  to  t l re  poor . ' I ' hoser  l ra f  ing  the

taxes  wor r lc l  then s r r l le r  losse 's  in  t l re i r  u t i l i t y .  I lo l r 'over ,  the  ecor rorny

i rs  a  rvho le  rvor r l r l  s r rs ta in  i rn  e f f i c iencv  I< lss  i r r  tenr rs  o f '< ' l r i t r rg t ' s  r r r

the  cor r r l tos i t ion  o f ' r 'e l i l  < l r t l t r r t  i tn r l /o r  i r r  t l re  r r r i x  o l  p r< lc l r rc t io r r  inpr r ts .
' fhose 

rece iv i r rg  the  t l r rns l i r r  paynte . r r ts ,  o t ' c 'o r r rse  ,  rv r l r l< l  l ' ea l i ze  r r t i l -

i t 1 ' g r r i r t s .

Sor r re  ga i r rs  i r r  r r t i l i t v  rnav  a lso  l re  rca l i zc< l  l rv  thc ' t l rp i ryc ls . ' Iher

c les t i t r r te  r r i t v  l lecor r re  less  nr r r r re ror rs  o r  l css  poor ' .  l t ' ss  o l rv ious .  i r r r r l

l i e r rc re ,  less  i r  sor r rc 'e  o l 'psych ic  c l i s t ress  to  t l rose  rv l ro  l leho l r l  thern ;

t l te  a r t t r l r tn ts  c 'x1rc ' r r t le t l  lo r '  p r i v i r te  cha l i t v  r ru l '  l re  lechr t 'ec l l  t l re

r rnp leasant  i r r rp r tc t  o1 'pover t r .  o r r  t l re  l rhvs ic r l  s r r r lo r r r r r l i r rgs  r r rav  l re

a l ra te r l ;  i rn t l  t l re r  i r re l f i r ' i en t l v  r i r t ioner l  c le r r r i rn r ls  o l ' the  poo l  l i r r 'p r r l r -

l i c l l '  y lov i r lec l  sen ' i c ' r ' s  r ru r ' , '  l l e  lesscnt '< I .  ( )n  th t '  r , vho le ,  howr-ver ,

there  is  no  u  p r io r i  c l t se  to  I re  n r i r r le  t l ta t  t l re  s t r r r r  o t ' the  se  ga ins  wor r l r l

exccec l  the  losses .5

Anothe ' r  i r rg r r rnent  { i l r  soc i i r l  ins r r r r rnce  is  th i r t  t l r t '  ne t  e f l i c ienc ' -v

Ioss  l ionr  sor t t r '  { i r tn r  o l ' c '< ln t l r t r l  so lv  le t i  renren t  svs tenr  r l i sappea ls  u r r r l

i s  rep lace t l  l r . v  i t  r rc t  gu in  w l tc r r  o r re  takes  i rcc<nr r r t  o l  reu l - rvor l r l  i r r r -

l re r le rc ' t io r rs . ' f l - re r  i r rg r rn rc 'u t  i s  tha t  i t  i s  r ro t  n rere lv  t l rc  l i r< rk  o { 'pe l t t . c r t

l i l ' es igh t  t l i a t  p revents  i rn  i r r< l i v ichr i r l  f i ' onr  l c 'a l i z ing  ar r  op t i r r r r rn r  t in re
pat l r  o l  cons t rn t l t t ion  i rn r l  s i rv ing ;  'n lo l r )  s ig r r i f i c i r r r t  a re  t l ie  o l r l cc ' t i ve

events  ovcr  w l r i c ' l t  l re  l ras  r to  cor t t r 'o l  tn t l  { i r r  n 'h ic ' l i  l re  < ' i tn r ro t  o l r ta in

sr r l f i c i t ' r r t  in fonr r t r t io r r .  exc 'ep t  a t  ex t laox l i r r t ry  cos ts .  
' l ' ha t  

i s ,  i { 'her

l re l ieves  th i i t  the  in l i l l r r ra t ion  cos ts  r :xcc 'ec l  the  benef i t s  to  l re  < le r l i ver l

f i ' onr  s r rc l r  in f i r r t r r i t t io r r  l l1 . ' r vav  o f ' l r t ' t te r '< lec is ions  u l ro r r t  cor rs rur r l r t ion

anc l  i r rves t r r ren t ,  rn< l  i f ' these in t i ln r ra t io r r  c 'os ts  < lcpcr r< l  on  evcnts

exterrr ir l  t<l l r is l lehavior, t l ier i  thete nrav conc'eivabl l '  l le irn e{f icieric1'
g r r in  in  re l iev ing  h i r r r  o l ' the  r lec is ion-nr r rk i r rg  r t ' s l to r rs i l l i l i t r  .

' f l t i s  
r r rg r r r t ren t  o l l v io r rs l l . '  co r r t i t ins  t l re  y r r inc ' i l l i r l  t ' l enren ts  o l  t l re

erx te lna l i t l ,  t r rg r rn ren t  t i l r  pu l r l i c  < lec is io r r  n r i rk ing .  Even so ,  i t  does

s T l t c s t ' a l t c ' r t t r r t i v c s  s l r o r r l r l  r r r t  l r t ' l t l r t t ' i v c r l  i r s  t ' r l r r i v a l c r r t  i r )  t ( ' n r \  o {  t l r t ' t . l l i t i c r r c 1 ,

l o s s t ' s  t h r ' l  i r r v o l v r ' .  I r r  t l r t ' f i r s t  t w ( )  ( i r s ( ' s ,  t h c ' t ' l T i c i t ' r r c r ' l o s s  l t ' s r r l t s  l h r r r r  t l r t , s o c i a l

r t ' t l u i t t : r l t ' r r t  l i r r  too  r r ru t 'h  p r iv r r t t '  s r tv iug ,  too  r t t r rc l r  a r l t l i t i o r ra l  p r iv r r t t '  r ' rp i ta l ,  l r r  t l r c

l a s t  c ; r s t , .  i r r  t o t r t r i r s t ,  t l i t ' t i r x , / 1 t i r v  s ) s t ( n )  u ) u s t  r t ' s r r i t  i r r  t o o  l i t t ) t ' s t t v i r r g  a t t t l  t o o  l i t t l t '

p r i va t t '  <  i tp i ta l  i r t  r tn r t t l r t l i< t t t .
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r r<r t  s t rpp<r r t  t  < 'on tpu lsony  t 'e t i re r t ren t  s1 's te tn .  I t  u re le l -v  s r rggcs ts  tha t

u'e shoukl nrake irvai lable tt> the tt tost pttorly inl irrrtrecl sortte type o1'

ret irenrent insrrrance in u'hich prenrirrnrs ancl benefi ts trre l t trsecl up<ln

inf irrrrrat ion t lrat srrcl ' r  incl ivi<luals cuntt<lt  ec<ln<tnrical l .v i ' rcr luire by

thei l  orvn el l i rr ts. anrl  thrt rve shorrl<l i tclviser thenr t t f  the pert inent

c'osts anrl  benefi ts.

Agtinst the cri teria srrggestct l  alrover, the S<lc' ial  Secrrr i t l '  svstert

enrelges irs sel iorrsl l '  r lef ic ' ient. 
' - f l te 

svstettt  is cotttptt lsory irrt t l  u'el l-

n igh  r rn ivers r l .  Pa l t i c ip r r t ion ,  there l i r re ,  i r r rp l ies  no th ing  i r l ro t r t  any

r 'overer l  in r l i v i r i r ra l ' s  l r l t ' l i ' rences  anr l  pe lce l r t io r rs  reg i r rc l ing  i t r r  op t i -

r r r r r rn  t in re  l ra t l t  o l ' consr r l tp t io r t  a r t r l  s i rv i r tg .  Whi le  t l rc  re r l r r i re< l  l ta r -
t icipatiorr rrrrcklr lr tccl l l -  cort{ irnrts closely'rvi th the l trelerertces o{ 'sotrte

o f  t l re  coverec l  i r r r l i v i c l r r i t l s ,  i t  < lc f i cs  c l t 'd r r l i t l ' th i t t  i t  t locs  so  l i r r  r t ros t

o l ' thenr .  
' l ' o  

i rss r r rne  t l re  cor r t la r l  r ' t ' r l r t i t ' es  o r te  to  i l ss l l lnc  t rn  ex t r i toL-

< l i r ra r i l l . ' c l< lse  c l r rs te l i r rg  o l 'pa l t i c i l ran ts 'p re f 'e re r rc t ' s  a r 'o r r r r r l  thc  n tear t

v l i l r rcs  o l ' the  pr i r rc ipa l  e le r t te r r ts  o l ' thc  svs ter t t .

l l ev r l r rc l  t l r i s  l las ic  v io l i r t io r r  o l 'e r lT i r : i t ' r rc ' - " - ,  t l re  So<r i r r l  Secr r r i t y ' svs tcn t

iuvo lvcs  o t l re l  s ig r r i f i c r r r r t  c l f i c i t , r rc r  losses .  S i r i ce  t l te  iu r ro t tn t  o t
"p tc r r i ru r rs "  l l r i c l  l r y  u r r l  co t 'e re r l  e r r l ) lovc( )  i s  a  l i r r rc t io r r  on lv  o l  the

arrrorrrt t  <l l  l r is rvirgt 's ol si t lurt '  (giverr t l te st i t trr tor '1. '  rate' arrt l  l rase

pr 'ov is ions) .  t l re lc  i s  no  t r  l r r io l i  l ras is  l in 'assr r r r r i r rg  th t t  the  p le t t t i t t t t t

l r t ' p i r l s  u t  i r r rv  t iu re  c 'on{ i r ln rs  u ' i th  h is  p r t ' f ' en 'e t l  r r l loc i r t ion  I rc tu 'ee t r

cor rs r r r rp t ion  unr l  s i rv i r rg .  S in r i la r l l ' ,  thc lc  i s  no  lx ts is  f t l ' c la i r r r i r rg  tha t

t l re  pa th  o l  c 'o r rs r ru r l r t i< l r r  o l  sav ing  i r r rp l ie r r l  l l 1 ' the  pren t iu r r rs  i s  cor t -

gnren t  u ' i th  h is  p re lb l re< l  pa th .

\ lo rcovcr ,  o r te  u 'o r r l r l  h in  c  to  l rssun l ( '  l r rck  o l  c '< t t t {o t - t t t i t t t c t '  evcn  i1 '

t l r t ' i r r rn r r i t y  l c ' t ' t r t t r t r la te r l  o r r  t l re  cnrp lo l 'ee 's  l rc l r i r l l  r v t : t ' e  e r l t t i va le t r t

to  u , l i i r t  l re  r r r ig l r t  o l r ta in  i r r t l t ' penr len t ly  in  t l re  r r r iu 'ke tp lac ' t " " r ' i t l r  the

s iu l l c  annu i r l  p re r t t i r r rn  l l l t y t t ten ts .  O l  cor r rs t ' ,  l r i s  " l r ren t i tu l r  I ) i I y -
r r re r r ts  rk r  no t  p t r l c l i i i se  i r  t t t r t rke t - r l t ' t t ' rn t iner I  l rn t t t r i t y  l i r l  h i r r r ,  b r r t

r t r the l  rn  anr r r r i t l ' t l ra t  i s  l r i i sc t l  p l i r t c ip r r l l y 'o r r  h is  l rears  o l ' r 'ovcr i tge

lunr l  < ln  h is  tax i t l l l c  cur r r ings  i t t  covere t l  c t t t l r lov r r rc r t t . ' I ' l r r rs ,  r ' cg i t r t l l ess

ol r l 'hether t lre Social Sec'rrr i tr , '  
' l ' r ' rrst 

I ' -unrl  is orr irrr "actrr:rr ial l-v"

sor rn r l  l l r s is - i r r  the  scr rs t ' t l ra t  i t s  to t i r l  l t ' c ' c ip ts  i t re  i t t le r l r r i r te  to  l iu r t l

t l r c  to ta l  l renef i t s  1 : r i r i r l -no  preset t t - t lay  c t t t t t l i l r t r to t ' i s  I i ke ly  to  rec t : i ve

l re r re f i t s  c le te ln r ined l ry  i r  r r ra lkc t  l r te  o f  i r t te res t  o r r  l t i s  "p le r r r i r r r ts . "

Anc l  no  p lescr r t -< lay  ber re f i c i i r rv ' s  l re : r te f i t s  a re  I i ke ly  to  l rc  e ty t r i t l  to

the irnnrr i ty '  that u'orr lr l  res tr l t  l l  orrr the u'ei i l t l r  i rccrrt t t  tr latecl,  rrt  rrr iLrket-

cletelrrr incrl  lutes, f i 'onr t l re prcrrr irurrs he irctrurl l r '  1r ir i<I.  ln other-u'r lrcls,

l i l r  no gir, 'en irrr l iv ichurl i rre the plenriurrrs paicl und t lre lrerief i ts received

l ikely to bc relatecl by t lre nrarket nleirsrr le ol the nrargir i i r l  l )r(xluc-
t ivi tv ol crrpit tr l .
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As  in  t l re  c i rse  < l l ' l t r i v i r te  i r rs t t r i tnce .  son le  ( 'ove le r l  enr l r lovees  rv i l l

ev t : t r t r ra l l l ' u ' i r r r l  r rp  as  t l r rns fe ro ls  anr l  sour t 'as  t ra r rs l f  rees  r r r r< le l  the
soc ia l  " ins r rn r r rce  "  s1 's te r t t . ( '  l n  con t ras t  u ' i th  l r r i va te  ins r r l l r r rce ,  h< l rv -

t ' r ' e r .  the  inc 'o r r rc  t lans [ i : r ' s  l r rc  r to t  f i r r rc t ions  o l  the  r l i l l e rc r r t ,e  l rc tu 'e t ' r r

an  in r l i r . i r l r ra l ' s  l t c t ru r l  cxpe l i c l i ce  a r r r l  t l r t ' n r t :u r r  v i r l r r t 'o l  t l i e  p ro l r i r -

l r i l i t v  t l i s t r i l l r t io r rs  o1 ' t l re  l t ' l evur i t  cv t ' r r t s  t l r i r t  t l t ' t c ln r i r re  l rou 'n r r rc ' l r

l r t ' i r c t r r l l l v  has  i rcc r r r r r r r l i r te i I  a r rc l  I io r r  r r r r rc l r  l r t '  i s  cor r t l i r t r r i r l l r  o l> l i -
ga tc t l  to  rcc t ' i v r ' .  I r t  t l r c  casc  o l ' l r r i vu te  a r r r r r r i t i cs  ( ig r ro l ing  s r r r ' ' u ' i vors

l r e r r c f i t s ) ,  t l r c  t r i L r r s l e r o r s  i u ' ( ' t l r o s t ' s l i o  r I i c  l r c l i r l t ' t l r e r  r t ' r r c ' l r  t h e

r tc ' t r r t r ia l  r r rc 'un  l i I c  expec t l r rc r . '  t l ra t  r le t r : r r r r i r r t : r l  t l r t '  l i r r ro r r r r t  o1 '1>r 'e -
n t i t t t t t  re r l t t i t ' t ' t l  1 r t ' r  <Lr l lu r -o f  a r r r r r r i t r ' .  u  l r i l c  t l re  t l i r r rs lc le r .s  i r le  t l r< lsc
r r l r o  l i v t ' l o r r g e r  t l r a r r  t l r i r t  r r r t ' i r n .  I r r  t l r t , c i r s t , o l  s o c i i r l  S c c r r l i t y ,  o r r  t l r c
o t l t t ' r ' l ra r r t l ,  t l i e  t lu r rs fc ro ls  i r r r r l  t l re  t ra r rs lc r - t ' ( ' s  iu ' ( ' t l i s t l i l r r r t t ' r l  l , i t l r
t ' e s l l c c ' t  t o  i t  t r t t t < ' l t  l l t r g t ' t  r r r r r u l l t ' r ' o [ ' r i u i a l r l t ' s :  l t o u  r n t r c l r  t l t c v  u o r r l r l
I l t ve  s i tv t ' t l  o t l r t ' r ' r v ise ,  i r r to  r l l r i r t  k i r r r l  o l  c ' i tp i t i r l  o r  i ' l i r i r r rs  t l r cv  u 'o r r l r l
I tav t ' t ' l u t r rne l t ' t l  t l r t ' i r  s i rv i l )gs .  r r ' l r t ' r r  t l r t ' r ' u  o r r l t I  l r i r v t ' r ' l ros t ' r r  to  l l t ' g r r r
t o  r t ' t : e i v c  r r r r r r r r i t l  l r t ' r r c { i t s ,  l r o u  r r r u t ' l r  s r r l v i r  o l s  l l t ' r r t ' [ i t s  t l r t ' r '  u  o r r l t I
I t i t v t '  op tc t l  Io r ,  l rn i l  so  ( )n ,  i rs  u  c l l  i r s  t l r t ' i r  lo r rg t ' r ' i t r ' .

Conc lus io r r
\ \ ' l re t l re l  l r ss t ' sscr l  i r r  t t ' r r r rs  r r {  l ro r r '  i t  i r r rp i t i r s  g lou ' t l r  i r r  t l r t ' s to r .k  o l

c ' i r l t i t r t l  i t r r t l  l rou  i t  r l i s to r ts  t l r t '  l i r l ro r ' / l t ' i s r r rc  t ' l ro ic ' t ' o l  i r r  t t ' r ' r r rs  o i  t l r t '
n ro re  t r i t t l i t i on l r l  c r - i t t ' r ' i r t  o l  u t ' l l i r le  t : r 'o r ro r r r i cs .  t l r c  soc ' i i r l  i r rs r r r - : r r rc t ,
s r  s t t ' r r r  i s  l r i r s ic ' l r l l v  r l t ' f i t  i t ' r r t .  

' l - l r t ' s t ,  
t le { i c i t ' r r t  i t ' s  ru ' t '  r ro t  i r r l t l l t , ss t ' r l

l r t  c o t t c ' t ' r r t s  l r l r o r r t  t l r r ' p l t ' s t ' r r t  o r ' l r l o s l r c c t i v c ' l r i r l i r r r c ' t ' i r r  t l r c  t n r s t
f i r r r<1 ,  i . r ' . ,  u l ro r r t  t l re  i r< l t ' r l r r i i c ' y  o l  f i r r i r r r t ' i ng  t l rc  l t ' u is l i r t c r I  l r t ' r r t ' [ i t s .
- l ' l r t '  

l ! )8 ; i  So t ' i i r l  S t ' r ' r r l i t v  l t ' g is l i r t io r r  l r r rs  r ro t  r t 'p i r i l t ' t l  t l r t ' l i r r r rLur r t ' r r t l l

f l r tu 's  i r t  t l re  soc ' iu l  i r rs r r l l tnce  svs tc r t r ;  i r rc [eer l .  i t  lns  in rgr r r t ' r r t t ' t l  t l r t ' r r r .
' l ' l te  

s i t r t t t '  sor - t  o t ' t ' x r t t t t i r r i r t io r t  t lu r t  r t ' r t ' i r l s  t l r t '  i r r t ' { f i c i t ' r rc i t ' s  o {
soc i i t l  i ns r r l l l n ( ' ( '  u rg ( ' s  t l l r t  t l r t '  1>r ' i ' ,a t t '  i r rs r rnnc ' r '  i t r< l r rs t l r ,  i l ' r r r r t : r r -
c ' t t t t t l re re t l  l r v  l r  l r r lg t '  govc ln r r t t 'n t  l ) l  ( ' s ( ' l l ( ' ( , .  u 'o r r l r [  l i i r  r r ro r - t '  t ' l l i ' c -
t i r  c : l y  s i r t i s l - r '  t l t ' r t t i t r t t l s  l i r l  t ' e t i l t ' r r ten t  i t rc 'o r r r t '  i t r t r I  i r r t  o r r rc  i rss ru ' iu ) ( ] ( . .
Notu i ths t r r r t t l i r rg  t l rc  c l i l l i ' ren t ' t ' s  i r r  iu r i r l v t i t ' u l  i rppror rc l r ,  t l r t . r ' t ' i s  i t
g r ' o \ \ ' i l l g  (  ( ) r l s ( ' l l s l t s  t l r i r t  r r l t i r n l t t ' l r  t l r t '  g o r  t ' r ' r r t l r t ' r r t  s 1 1 1 1 1 1 1 1 [ - q 1 y 1 1 1 . '

vn 'o t r l t l  i r t s is t  t t t t t s t - re l i r r r lu is l r  i t s  i lo t r i r l r r rce  i r r  t l r i s  i rsp t ' t ' t  o l  o r r r '
e c o r t o r r r i c ' l i l i ' .  A t  n r i r r i r r r r r r n ,  t l r e  S o r . i r r l  S e c ' r r l i t v  s l ' s t e n r  s l r o r r l t l  r e v t ' r ' t
to  u ' l ia t  i t  u t rs  o l ig i r r i r l l l  i r r te r r tk ' c l  to  l re :  i r  s r r l tp lc ' r r r t ' r r t  to  l t r i v i r t t :
p rov is ion  l in '  ru ' t i l e r r ren t  a l l ( l  i r rcor r re  l t lo te r . t ion .

" T l r c  i r l r a q c r  r t ' n r t i o r r . r l  t r r r r r s l i

c l r i o  i r r t t l  ( l o r t l o r r  ( l o r i r l l i  l l r r *

l r t ' h ' r t ' i t r r r l  r r l i c r  t l r e  l ! ) E l ]  . \ r r r t
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r  t r r r c l t ' r  : o c i l r l  i r r s r r r i r r r c c  i r  t l i s t , r r . s r . t l  i r r  , { . r r t l r o r r r  l ' r . l l t  -

i n  " l r r r l i v i t l r r l l  ( i . t i r r s  r r l r l  l , o s s l s  l r o r r r  S o r  i i r l  S t ' r ' r r r i t r

r r c l r r r t ' r r t s . "  ( l r t l o . l r t t r r r t t t l  l l  (  F - r r l l  l ! l l J : l ) :  1 l  , -  - 1 2 .


