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MORNI NG SESSI ON

(10:14 a.m)

Wel cone and Opening Statenents

MR. PARSONS: |If we could take our seats. Good
nor ni ng, | adies and gentlenen, fellow conm ssion nenbers, and
menbers of the public. M nanme is Dick Parsons. | amone of the
two co-chairs of this comm ssion, the President's Conm ssion to
Strengt hen Social Security. | amgoing to say that one nore
time, President's Conm ssion to "Strengthen" Social Security .

To ny left is ny distinguished co-chair, forner Senator Dani el
Patri ck Moyni han, who is going to chair this norning's
proceedi ngs. Senator.

CHAI RVAN MOYNI HAN:  Thank you, M. Chairman. W agreed
that we'd flip these not very onerous tasks back and forth as we
nmove through the sequence of our comm ssion. |'mgoing to take
the liberty of -- well, let ne just say, what we're here to do
today is to go right down the table, starting with Bob Johnson
and ending with D ck Parsons, going around, to take comrents on
the draft report to see what you feel about it and how you want
it changed and see if we can agree to the changes.

But first, | amgoing to take the liberty of putting us
in a nonent of perspective here about, as it were, the sequence
of events in the 1990's that has brought this issue to the floor
inthe way it has. He's going to help ne pass out sonething.

Just pass these down, an article in The Washi ngt on Post on

Audio Associates
301-577-5882



June 29. That was since we last nmet. That describes a paper
that only Estelle Janes and John Cogan and Savi ng down there
could love, but it's a big 70-page docunent called "Fam |y Policy
and Social Security Policy During the 1990's." It was witten
for a conference that was held at the Kennedy School, Harvard
Uni versity, on economc policy during the 1990's, and it's
witten by three distinguished econom sts: Dougl as El nendorf, now
at the Federal Reserve; Jeffrey Liebman, who's at Harvard and at
t he National Bureau of Econom c Research; and David WI cox, who
is also now at the Federal Reserve. Both he and El nendorf had
been in the Treasury, and Liebman had been Assistant to the
President for Economc Policy in sone node in the Wite House.

As we set about consideration of our first conm ssion
statenent, it mght be helpful, as | said, to take a nonent to
review simlar efforts that took part -- that took place in the
previ ous decade. For this | will rely on the paper, "Fiscal
Policy and Social Security Policy During the 1990's."

As | said, each of these three econom sts who had
witten the paper, and Marty Feldstein did a corment on it in
that session, were serving in the Wite House or at the Treasury
next door. The paper begins, much as it turns out our draft
begi ns, and they were done w thout know edge of one and the
other. | quote on page two:

"It has been clear for sone tine that

the aging of the U S. popul ation wll
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eventual ly require sharp changes in
Soci al Security revenues or benefits.
The 1994-96 Advi sory Council on Soci al
Security presented three reform pl ans

t hat pl aced inportant enphasis on

addi tional prefunding and noved two
other ideas to the center of the Soci al
Security debate: individual retirenent
accounts and investnent in equities."”

| mght just say that again. That '94-96 Advisory
Council "noved two other ideas to the center of the Soci al
Security debate: individual retirenent savings accounts and
investnment in equities.”" These are conpeting ideas, of course,
but they all came up in that early part.

The Advi sory Council was, as the authors wite, one of
three "inportant conm ssions" to consider changes in Soci al
Security during the decade of the 1990's. First cane the
Bi parti san Conm ssion on Entitlenment Reformthat was co-chaired
by Senators Bob Kerrey and Jack Danforth of M ssouri. Next was
t he Quadrennial Advisory Council | nentioned, which was chaired
by Edward Gramich, and finally, the National Conm ssion on
Retirement Policy that was co-chaired by Senators Breaux and
Gregg, and Jim Kol be and Charles StenholmBill Frenzel will know
fromthe House.

None of these undertakings was trouble free. Sone
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m ght say that they all failed. | would argue to the contrary,
that they set the agenda we are now addressi ng.

Kerrey and Danforth, as the authors note, set forth a
conpr ehensi ve package, but, and again | quote, "Congressional
| eaders and Adm nistration officials distanced thenselves."
Undeterred, Kerrey and his fell ow comm ssion nenber Al an Si npson
went on to introduce |egislation that anong ot her things, again
guote, "gave workers the option of diverting two percentage
points of their payroll tax paynents to individual investnent
accounts."” Thank you.

The Gramlich Comm ssion split three ways, and there was
no majority report. However, the authors observe, again | quote:
"I't is worth noting that despite the

di visions on the conm ssion, the

maj ority of menbers supported sonme sort

of individual accounts as part of Soci al

Security; thus, the idea of individual

accounts had in a few short years nade a

remar kabl e transition,"” and you won't

mnd this last clause, "fromthe white

papers of libertarian think tanks to the

mai nstream policy debate.”

But the last of the three comm ssions, that of Senators

Gregg, Breaux and their House coll eagues, was sponsored by the

Center for Strategic and International Studies. |It, too,
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recommended diverting two percentage points of the payroll tax to
create individual accounts. 1In the |ast Congress, Senator Kerrey
and | introduced such a neasure as S.21, the First Menbers Bil

in the Senate. W put |arge enphasis on corrections to the
Consuner Price Index, which was a feature also of the G egg-

Br eaux proposal.

Now, all this was known. Wat was not known until this
paper appeared was the extent to which these views nmade their way
into the Admnistration itself. The Ointon Adm nistration had
at first kept its distance fromthis issue, but this was no
| onger feasible, given the facts being set forth by the
comm ssions. The authors wite, "Wthin the Wite House, serious
consideration of tackling long-run entitlenment issues began in
the mddle of 1997." A high-level team was assenbl ed whi ch net
regularly in the sumer and fall of 1997.

Anot her possi bl e issue, and Wite House staffs do this,
there's a "we could go this way or we could go that way." |
remenber in the | ate days and nont hs of the Kennedy
Adm ni stration, there was the debate on whether the President
shoul d take up for his next election year issue, problens of the
suburbs or problens of poverty. You could nake a case in either
direction, and LBJ cane in and he picked poverty. The tax reform
was such an issue. Instead, they noved to Social Security, which
in contrast, and | quote:

"There was consi derabl e ent husi asm anong
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the econom c team for undertaking Soci al
Security reform This enterprise
stermmed in part fromthe fact that the
Gram i ch Conm ssion was seen to have set
out a nunber of plausible paths to
runni ng long-run solutions and in part
fromthe Rooseveltian | egacy for the
President that would conme from putting
Soci al Security on secure ground for the
com ng century."

The problemthat had to be faced was that tax rates
woul d have to, again | quote, "rise very significantly over tine
to fund current |aw benefits.” The payroll tax would have to
rise fromthe current 12.4 to "about 18 percent,” which | think

you --- an increase "roughly half,"” quoted there.

In his January 1998 State of the Union Address,
President Cinton called on Congress to "Save Social Security
First," announcing that his budget would reserve all the
proj ected surplus pending Social Security reform Al reform
options other than an increase in the payroll tax should be on
t he tabl e.

In an op-ed article in The New York Tinmes in March
1999, the fornmer chairman of the Council and Econom c Advi sors

Martin Feldstein, who is the theorist perhaps primrily

responsible for all this, commented that, again | quote:
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"I'ndi vidual accounts do not nean 'privatizing Social Security.
The governnment woul d set up the accounts, regulate the

i nvestnents, and guarantee benefits,” unquote. He sensed that
there was a w deni ng conmon ground on Soci al Security, which was
the title of his page.

One of the dinton advisors, getting their options
there, one of themclearly was individual accounts, and one of
the probl ens was adm nistrative costs. Peter D anond had shown
that the costs of the accounts in Chile and the United Ki ngdom
wer e consi derably high, and now again | quote the paper: "Deputy
Secretary Summers insisted that the working group begin by
determ ning whether it was even renptely feasible to set up such
a system what kind of service it could provide, and at what
cost."

Froma political standpoint, it was considered
i nportant that the system be up and runni ng before President
Cinton left office in early 2001.

We learn that the irrepressi ble Deputy Secretary at the
tinme, later a Secretary, soon to be President of Harvard,

Law ence Summers, quote, "was fond of saying that he had to guard
agai nst the risk of setting up the Post Ofice when people were
used to dealing with Federal Express."

The account |'ve just sent around to you speaks of the
m nd- nunbi ng details to which the staff workers went to figure

out just how many key strokes would be required by the IRS to
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enter all the individual accounts and so forth.

As The Washi ngt on Post account, M. denn Kessleb
noted, previous to the appearance of this paper, "the depth of
the Adm nistration's interest in private accounts was unknown."
The response of Professor Liebman, in response to that article,
has said, "but be clear that in no event would the Adm nistration
have diverted resources fromthe traditional Social Security
system"™ VWich is indeed our chall enge.

| will conclude by citing a |letter of advice | have
just received fromBob Kerrey. Bob |I don't think reads many of

t he papers presented at the Kennedy School conferences, but he

knows what goes on. I'll just let us off, set us off on this
point. He said, "I have a great and abiding interest in the
success of the 2001 Social Security Commssion. | amwlling to

provide free advice, and | offer the follow ng three suggestions.
One, start tal king about the details of the nost popular plan to

fix Social Security. It is currently endorsed by all manor of

folk. It is called the 'Do-Nothing Plan.' The Do-Nothing Pl an
di scl oses no details other than opposition to increasing FICA
taxes. Citizens who want to know the rest of the details nust

| ook to the Social Security trustees who will tell themthis:

' The Do- Not hing Pl an proposes to cut benefits 25 percent to 33
percent." And finally, wealth accounts should have a goal. No

American who is wlling to work all their lives should be poor

when they becone eligible for Social Security. Qur goal is to
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elimnate poverty amdst eligible Social Security beneficiaries.
By the way, the Do-Nothing Plan will increase poverty."

Wth that discourse and the obvious rem nder that as
sonme of you will -- it will occur to sonme of you that | have
returned to the classroomnyself, but | just thought we should
make it all about on the record.

Now it is our plan, if we may, just to go right down
the table to hear corments on the draft plan and any ot her
subj ect that conmes to any comm ssioner's mnd in the course of

goi ng around the table. Bobby.

MR. JOHNSON: Thank you, M. Chairman. | will be very
brief. | believe that the draft report clearly articul ates the
problemin very candid and fair |anguage. |It's an assessnent of

an issue that we all recognize to be vitally inportant to every
Anmerican citizen, and | amparticularly gratified that the report
focused clearly on an issue that's of prine inportance to nmyself
and | believe to all African Anericans, is the issue that
confronts the disparity of ways that the Social Security system
affects African Americans, because the disparity in nortality
rates between African Americans and ot her Anmericans where African
Anrericans die earlier, therefore receiving less in the form of
Social Security payouts and less in the formof overall return
fromtheir work contribution to Social Security. | amconvinced
that one of the ways to address this is through the use of wealth

generation private accounts that forns part of an estate
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opportunity for African Anericans.

Let nme also say that | am as a Denocrat and a nenber
of the Denocratic side of the conmm ssion, sonewhat disappointed
that the response to what | think is a very carefully worded
assessnment of the problem and the response has been a hyperbole
with a kill-the-nmessenger kind of approach. | was particularly
di sappointed in the response from Congressman Gephart in his
coments about this conm ssion, where he states in a press
rel ease that the comm ssion, I'mquoting here, "is rigged with
menbers who want to destroy Social Security."

| think that if this commssion is faced with this kind
of rhetoric where the integrity of each comm ssion nenber is
called into question and the public is forced to choose sides in
a partisan way, we will never get this inportant policy debate on
the table in a reasoned way. As | said, as a nenber of the
Denocratic party and as a Denocratic appointee to this commttee,
| would urge ny fellow Denocrats to |lower the rhetoric, stop the
kill-the-nmessenger strategy, and focus on trying to address a
very serious problemthat will not go away sinply by calling out
names or trying to hide in the sand.

| hope the public will understand that all of us here
and | think nost Anericans are dedicated to trying to solve a
problemthat will ensure that the benefits of the Social Security
program that have worked for a long tine will continue to be

available to not only retirees but young people who are
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contributing to the Social Security system Thank you.

CHAI RVAN MOYNI HAN:  You have troubl e maki ng up your
mnd, | see. John.

DR. COGAN: M. Chairman, thank you. | do find it
quite striking, the difference between what was going on in the
Cinton Adm nistration that you just described working towards a
solution and the rhetoric that Robert just described comng from
sonme nenbers of Congress

My general comrents on the report, | thought it was a
very good report, very thoughtful, very well witten. | have a
| ot of detailed comments that | will transmt to the staff in the
next couple of days, and I'd like to take this opportunity to
underscore a couple of points that | think are particularly
inportant in the report and to nake sone suggesti ons.

The first point that | want to underscore is the point
that the staff made in the report about the financial problem
facing the system The way they described the problem!| think is
i ndeed quite accurate, as | understand it. Al of the nunbers
that were used were nunbers that cane fromthe Trustees' Report.

They are not this comm ssion's own nunbers; they are the

of ficial nunbers of the Social Security Adm nistration. And
according to these nunbers, the problemis not in the distant
future. The problemoccurs quite soon. The first of the baby
booners begins to collect benefits just 7 years fromnow. The

second point that they nmake is that the problemis large. Wthin
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25 years, if one wshed to finance all of the benefits that have
been prom sed to retirees, one would have to raise payroll taxes
by nore than 30 percent. The problemis permanent. Many people
think of this problemas one that's associ ated exclusively with
t he baby boom generation, and yet what the report nakes very
clear is that we have not a problemthat's a pig in a python
moving through. 1It's a permanent problemand requires a
per manent fi Xx.

| do have a suggestion regarding this section. It
seens to me that the conmm ssion could do a better job in hel ping
peopl e understand how soon the problemis upon us. | know I'm
just getting used to the idea that I'mliving in the 21st
century, and so 2016 still seens to ne to be a long way off. And
then I think, ny Lord, if soneone is age 50 now, when they reach
age 65 that's just when the Social Security system begins having
financial problens, and you m ght want to explore a little bit
the circunstances that will confront a person who's age 50 today.

When that person becones 65, as |'ve said, the Soci al
Security systemw || begin facing a financial problem Five
years |l ater the governnent wll have to raise payroll taxes by
about 14 percent in order to finance the benefits that are
promsed to this individual. When the individual reaches age 75,
the Federal governnment will have to raise payroll taxes by 34
percent just to cover the benefits that have been prom sed to

this individual. It is very unclear whether the government wl|
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be able to inpose such high taxes on future workers in order to
pay the prom sed benefits to individuals. So to say the |east,
this exanple shows that the benefits to such an individual are
i ndeed at ri sk.

When this person retires at 65, the benefits that
Social Security will pay to the individual are actually quite
small. This individual faces very little prospect of receiving
back in Social Security benefits what he or she put into the
system what he or she's enployer put into the system plus a
reasonabl e rate of interest.

By using these exanples -- take a person who's age 40
now. Wen that person reaches age 55, the systemw || begin to
face financial trouble. H gher taxes will be inposed on that
i ndi vidual starting at age 55 through the rest of the
individual's working life. By the time this individual reaches
age 65, the added tax burden could be as high as 20 to 30 percent
just to finance the additional benefits that have been prom sed
to retirees at that point. This individual also faces little
hope of receiving back in returns of what they paid into the
system plus a reasonable rate of interest.

| also think that the comm ssion did a wonderful job in
expl ai ni ng sone of the distributional aspects of the programthat
kind of lie below the surface. One of the goals of Soci al
Security throughout its history has been to be basically a fair

system and this traditional goal has neant basically that
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contributions have to be related to benefit paynents. The
greater a person's contributions, the greater will be the
benefits that a person receives, but only up to a point. | think
many readers will be surprised that this basic concept does not
apply to a |l arge segnent of Social Security participants. Many
African Americans pay nore into the systemin contributions and
get less in return, sinply because they have a lower life
expectancy. Many young people will pay nore into the system and
get less in return than ol der individuals, just because they
happen to be born later. Two-earner couples end up contributing
nmore to the systemand getting back | ess fromthe systemthan
one-earner couples. So the systemhas a |lot of redistributional
conponents that kind of lie below the surface.

One has to ask oneself, how can such a systemw th such
redi stributional anomalies persist for such a long tine? | think
the answer is, the systemis so conplex that very, very few
peopl e realized that these anomalies occur, and it suggests that
when we consider solutions to the systemthat we correct sone of
t hese basic fairness problens that the system has.

Finally, it does seemto ne that at the close of the
report it would be helpful to point out to the public that right
now we have a wi ndow of opportunity to inprove this system The
di mrensions of the problemare in the future, and they are very
clear to us. The w ndow has been open by the budget surpl uses

that we now have. W can use these surpluses to solve Soci al
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Security's financial problem This w ndow of opportunity is
going to close as the surpluses dimnish with the rising nunber
of retirees in the baby boom generation, but if we can shore up
the system we can give individuals much nore confidence in the
Soci al Security program W can do this by giving them
ownership, greater value, and greater security in their benefits.
So I would recormmend that when you think about a closing chapter
of this report that you end on this note of optimsm | do
believe that we have this unique window, and | think this
comm ssion wll use the wndow to solve the problem Thank you
M. Chairman.

CHAl RVAN MOYNI HAN: Wl | said, and good counsel
think M. Blahous -- | see himtaking notes.

MR. BLAHOUS: I ndeed.

CHAI RVAN MOYNI HAN:  You m ght al so be pl eased, sir,
that while you were speaking, Steve Goss was noddi ng.

DR. COGAN:  Noddi ng off?

(Laughter)

SENATOR MOYNI HAN:  Noncommittally. Sam Bear d.

MR. BEARD: | want to conmmend the current report. |

think it really sets out in very clear |anguage the probl ens.

That's what the interimreport was supposed to do. | think sone
of the highlights are -- I've been interested in sort of the
response and the counterargunents. | think, Senator, in terns of

peopl e who are agai nst what we are potentially tal king about
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here, you'd be surprised to know that you want to dismantle
Social Security, that you've always been against it, and that you
want to throw it in the wastebasket. That m ght cone as sort of
a surprise bulletin to you. There is no individual in the
country who has been a greater, stronger fighter for Soci al
Security and its benefits that yourself, and I think it's sort of
interesting to characterize Senator Myni han as wanting to debunk
and destroy Social Security. It's a fast-breaking news bulletin.

Underlying what's going on, which people can't escape,

i s the denographics are changing. Wen | go across the country
grassroots, as very well pointed out in the report, if you only
have two workers left to finance one senior and the Crisis Center
in Atlanta says that one-third of all wonen born today can expect
to live over 100, the tax burden of those workers is going to be
pretty extraordinary. The debate is who wants to save or destroy
Social Security. W all want to save it.

Now i f you go down the litany, | hear this all the
tinme, don't give up a guarantee for a ganble, when referring to
the fundanental count. | haven't seen anything in the report
whi ch tal ks about giving up the guarantee. | don't think there's
one serious plan before the Congress or the Senate or anybody's
m nd that gives up the guarantee. |In ny mnd, the good plans
rai se the guarantee for | ow income, because |owincone people
| argel y have no pension and no savings. So here's a chance to

not only cut people into equity rights but to raise the
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guarantee. There is not one proposal that renoves the guarantee.

Then the argunent is this is a national and it's a
social unbrella and it's not just a retirenment plan. That refers
to the disability insurance, the six mllion Anericans on
disability, and the survivors' benefits. There is not one plan
that takes disability or social insurance off the table anywhere
in the country that I know of. So these are fal se argunents.

Now t he question is, do we have individual accounts or
don't we? | was very pleased in the report in the defining of
that. Now, Steve Goss, who is a giant in his owm tine with the
Social Security trustees and is always a source of everybody's
facts and figures, and you could update this, Steve, if it's
slightly wong, but the last time |I called you, about 18 nonths
ago, 53 percent of all workers reporting to Social Security were
earning $18,000 or less. Now, if I'mearning $18,000 or |ess, at
$18, 000 |I'm paying $2,200 a year to Social Security, half by the
enpl oyer, half by the enployee. | don't have extra savings.

It's not possible. On Friday | can't pay ny bills. Now, if I'm
setting aside $2,200 a year, |'ma huge saver.

On a nonpartisan basis we were worki ng hand- and- gl ove
with the dinton Wite House. Now we're working hand-and-gl ove
with the Bush White House. The issue going forward in the 21st
century is equity rights. How are we going to reasonably open up
meani ngf ul savings for all Americans? You can't go to the

$18, 000 worker and say, | have a great plan for you, |'mgoing to
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i ncrease your taxes 50 percent, from 12 percent to 18 percent, to
bail out a systemthat's currently failing. [It's nobody's fault.
It's because of the denographics. And then |I'mgoing to add an
extra $100 billion on top, which is another 3 to 4 percent of
payrol |, because | want you to have neani ngful savings. That is
the plan of the opponents. They don't articulate it that way.
Fundanental ly, let's raise our taxes to 18 percent just for
Social Security, keep it the way it is, and put another 3 to 4
percent on top because we want to have everybody to be a saver.
It's a nonstarter fromthe beginning.

So I"'mexcited that the report defines the need for
savi ngs, the need for the individual accounts. That's a problem
whi ch needs addressing. Estelle Janes is here, and it's very
interesting, all around the world the denographics are changi ng,
right now 30 on its way to 40 and then 50 countries which are
changing their Social Security systens. They have to. And |
think it's ironic that the United States being the | eader of
equities in the world mght be the last. It's an ironic puzzle
that communi st China mght set up an equity private sector system
faster than the United States. There's sonmething wong with that
concept .

Last coment. Wen | first started working on this in
1994, Senator, | went to your staff and they said, fundanentally
there's going to be an issue of the ol d-way-of-I|ooking things

versus the new way-of-looking things. It has nothing to do with
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Denocrats versus Republicans. So, it's going to be sone
Denocrats and sonme Republicans who say let's go forward into the
21st century, and it's going to be sone Denocrats and sone
Republ i cans who say no, this is too scary, do nothing, |eave nme
out of it, I don't want to do it, or | happen to like 1935 as a
good year. W' ve got to keep Social Security just the way it was
set up. That's a nonstarter.

As | go grassroots, it's very interesting. A |lot of
the | eadership of groups like the African American community,

sone of the senior groups, are hesitant about this. G assroots,

| abor uni on nenbers say, | want a personal account. Menbers of
seniors systens say, | want accounts for ny grandchildren. So
fundanental | y, people know where this needs to go. | like the

report, and |I' m happy to be here.

CHAl RVAN MOYNI HAN: Wl |, that's a pretty valid
statenent. | think it takes occasion, | was just going to say
that | don't suppose there's any of us here who has not called
Steve CGoss for sonme counsel, advice. He's been wonderful. You
are wonderful, sir. That BACA (sic) cones in nuch nore detai
than you can handl e. You raised your hand.

MR. GOSS: Senator Mynihan. Yes, if | could just add
to what Sam suggested. That val ue was of about a year and a half
ago, and it represents essentially sort of a nmedian or about the
m dway point in the distribution of earners. That nunber woul d

probably be closer to about $20,000 for workers today, just by
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way of clarification. Everybody of course is aware, in this
group | know, that the nedian or the sort of 50th percentile
tends to be | ower than the average earnings level, which is
many -- several thousands of dollars higher than that level. It
woul d be cl oser to $30, 000 actually.

CHAI RVAN MOYNI HAN:  The nedi an is that point where half
the popul ation is bel ow --

MR GOSS: The nedian --

CHAI RVAN MOYNI HAN:  -- and hal f the population is
above.

MR. GOSS: Exactly. Half of the workers earning
bel ow - -

CHAI RVAN MOYNI HAN:  Yes.

MR GOSS: -- half the workers earning above.

CHAI RVAN MOYNI HAN:  Ger al d Par sky.

MR. PARSKY: Thank you, chairnen, co-chairnen. 1, too,
want to join in conplinenting the staff for the report. | think

it is an excellent report, and I think it accurately |lays out the
probl em which was the objective at this point in tine. 1In
particular, | thought it was useful, and really | think for one
of the first tinmes |I've seen, to lay out the magnitude of the
problemin terns of financial assets that woul d be necessary in
order to satisfy the benefits in the future. The part of the
report that differentiates between bookkeepi ng assets and

financial assets that are necessary and conpares the Soci al
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Security programas it currently exists to what a private pension
plan would li ke I thought was quite interesting. | hadn't seen
that outlined before, so | did cooment to the staff about it.

Just ny general thoughts really are three or four.
First, | think what we're really tal king about at the heart of
this effort is trying to provide our citizens, and in
particularly | ower income people, with a stake in their own
retirement which they don't have now. There are a |ot of
different ways in which you can provide that stake, but | think
that it's inportant that people can feel confortably that they do
have a stake in their own retirenent.

As we | ook at things going forward, | think it's
inportant that we not allow scare tactics or fear to interfere
with comng up with real solutions. | cite a couple. Recently
|'ve read that a nunber of people have pointed to the fact that
for the first time in history the 401K plan assets declined, and
some would use this as to alert or scare people about the
relative safety of investing in equity or investing in securities
generally. | would urge that as we nove forward that we pl ace
that kind of statistic in a historical perspective. |If you |ook
at the period 1990 to 2000, or any 10-year period, but if you
just look at 1990 to 2000, the average return on investnent for
t he 401K funds was about 11 to 12 percent.

MR : Really?

MR. PARSKY: And if you |look historically at nost 10-
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year periods for equity returns, they would approximate 9 to 11
percent returns. That's not to say that we would cone up with a
suggestion that only equity can be invested in or that the nature
of the prograns that we may suggest m ght be nore narrow, but |
think it's very inportant that we not be derailed froml ooking at
it because of one relatively mnor blip, if you wll, in the

mar ket pl ace.

Second, what | would call area of kind of current
hyperbol e has to do with the current budget and how t he budget
surplus may be used or not used in connection with this effort on
Social Security. | think it's inportant to enphasize and
continue to reenphasi ze that the surplus that has been created
relating to the Social Security will be dedicated in one formor
another to preserving the benefits of Social Security, and if the
Congress in its wisdomdecides that they want to spend nore than
t hey should, that's outside of the Social Security surplus. |
think it's not really a choice, at least in ny understanding it's
not a choice, of spending the Social Security surplus on other
things; it's really a choice of whether the Congress inits
wi sdom wants to finance additional spending outside of the Soci al
Security surplus.

A final point I would make relates to timng. | would
reiterate what Sam and John has said | think in terns of timng,
and that is, it's extrenely inportant that action be taken now

when there is an opportunity to take action, and I would cite in
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t hat connection kind of three things that ought to notivate us
now to take action. One, there are nore choices avail abl e now
than nmay be available in the future. Two, changes or any changes
that we tal k about can be phased in on an easier basis now as
opposed to the future. Three, and perhaps the nost inportant, is
| think that with a lot of the hyperbole there is a danger that
confidence in the Social Security system may be eroded, and by
acting now |l think we can help preserve or build confidence both
Wth respect to the ability to pay benefits as they cone due and
that the systemitself wll be strengthened. Thank you.

CHAI RVAN MOYNI HAN:  Thank you, sir. | think we ought
totry to get froma little collection of the polls that were
taken in the '80s, early "90s. Cearly a magjority of nonretired
adults did not think they would get Social Security, and let's
get that together. W' ve had that problem W may have it and
it my get worse. Another of our distinguished econom sts,
aivia.

DR. M TCHELL: Thank you. Apropos to your point, there
was actually a collection of data that was put together fromthe
Health and Retirement Study, which | furnished to Chuck and sone
ot her folks on your staff, on changes in the expectation that
ol der Anericans --

CHAl RMVAN MOYNI HAN:  Thi s has been done. Well, good.

DR. M TCHELL: -- have about Social Security. |In fact,

it appears that fewer older Anericans are quite confident about
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their expectations of getting Social Security. So we can bring
that to the comm ssion as a whole. Be happy to do that.

So thank you very much for providing nme the opportunity
to make sone remarks about our interimreport. |'mvery pleased
to participate in the second neeting of our comm ssion. | take
it as a very great honor to serve the nation on this panel in a
responsibility that | know all of us, Denocrats and Republicans
ali ke, also take quite seriously.

| believe that our comm ssion's goals are to educate
our fellow Americans about what our system s financial troubles
are and to design a plan that can restore credibility to
Anerica' s retirenment security program |In the draft interim
report, which | support, we take up the first task, that is to
| ay out what the problemw th the programis and to identify
which direction is up in terns of evaluation criteria. W have
not yet begun our second task, which is what |ies before us next.

In ny remarks today there are two comments that I'd
like to offer on our report, to ourselves as a group as well as
to the public who mght read it, and I very nuch would like to
encourage the public to read it and offer us coments.

The first comment is that the U S. Social Security
systemis not in danger of running out of noney today. CQur
report does not say that it is bankrupt today. No one will get
benefit cuts today. This is not what the interimreport says.

think that's very inportant to identify and to enphasi ze, because
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many of the objections that we've been hearing really run
roughshod over that point.

It is true that our OASI system faces inportant
financial shortfalls that advance action can do a great deal to
alleviate. As the report states and other fol ks here have
menti oned today, in about 15 years the annual Social Security
systemrevenues wll be inadequate to pay currently prom sed
benefits. Everyone in this roomand everyone el se |istening
today should immediately do the nental math that John Cogan
proposed. Add 15 years to your age to figure out what you wll
be doing when the two curves cross. |'msure that we'll al
agree that it's better to try to fix the system now t han when
we're 15 years ol der and have that many fewer degrees of freedom

And al so as has been pointed out, this is not a one-
shot problem This is not a one-tine issue that we have to fix.

The problemis permanent, it's ongoing, and it just keeps
getting worse every tine another year transpires.

The Social Security system does of course have a claim
on Federal governnment 10Us to pay the noney fromit, also known
as Trust Fund assets. But as our report |ays out, redeem ng
these 10OUs requires financing fromsonewhere. As we know, when
t he governnment gets financing from quote, unquote, "sonmewhere,"
this neans workers. Typically, either new tax revenue wll have
to be devoted to the program or benefits will have to be cut, or

sone ot her governnent spending will have to be reduced. Past
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experience, in ny judgnent, shows that giving the surplus to the
governnent typically results in increased governnment spending on
other prograns. | believe that giving control to workers wll
result in less political risk that the government wll spend
Trust Fund assets as has happened in the past. Reformng the
system now to nmake benefit prom ses sustainable in the future is
necessary to increase both worker and retiree econom c security
in the future.

My second point is that nany people would be better off
under a reformed Social Security systemw th a personal saving
feature. Sone researchers claimthat today's Social Security
systemis progressive because the benefit fornmula provides a
hi gher percentage return to | ower wage earners than high earners.

There's no question about it. The benefit formula is
progressive under the current system but there are a couple of

i ssues that need discussion that the report speaks to. One is
that many of these studies that |I've made allusion to focus only
on benefits while ignoring taxes. Qbviously, this is an

i nconpl ete perspective and not the way nost tax payers see the
system About a third of older married wonen today can expect no
extra Social Security benefits if they work. Further, research
shows that future increases in wonen's |abor market attachnent
will not inprove many wonen's benefits, despite the fact that
they will be paying payroll taxes into the system each year. W

also note in the report that divorce rates typically peak around

Audio Associates
301-577-5882



30

7 years after marriage, yet the benefit structure under Soci al
Security today is such that fornmer w ves cannot get access to the
benefits unless they manage to remain married 10 years under
current rules. Wiat this nmeans is that many wonen will not,

under current rules, benefit frompaying into the system

Al so, the current system does nothing to ensure that
ol der wonen are protected from poverty, since there is no mnimm
poverty guarantee in the OASI system In fact, for many wonen
the net benefit from Social Security due to additional
contributions is and wll remain negative for the foreseeable
future. | believe we can and should do better, and ownership of
a personal account under Social Security can play a critical role
in this inprovenent.

The current systemal so requires people to pay in taxes
over a lifetinme, but as the report points out, it does not
represent an asset that can be passed on if people die young. As
Bob Johnson noted, many people today don't expect any return from
the system For exanple, a typical 22-year-old man today has a 1
in 5 chance of dying before normal retirenent age, so we would
get no old age benefit even after a lifetinme of contribution.

And sone people are even nore vul nerable. For exanple, African
American nmen have a 1 in 3 chance of dying young. |If they have
| ess than a high school education, their chances of dying young
rise to 2 out of 5, or 41 percent. An individual account program

woul d permit sone of these people to | eave sone of their

Audio Associates
301-577-5882



31

contributions and interest as a bequest to their heirs after they
pass away.

| understand that the O fice of the Actuary is doing
sone new anal ysis on patterns of redistribution under Soci al
Security by race and sex, and | would like to urge that this
report be provided to the conm ssion to informour further
del i berati ons.

In closing, as an educator | commend the staff for its
diligence, its honesty, and its hard work in hel pi ng educate the
Anerican public on Social Security issues. | look forward to our
conti nued work and di scussion. | and many fell ow Denocrats
believe that increasing taxes while keeping the current troubled
systemin place is the wong way to go. | and many fell ow
Denocrats believe that personal accounts are a way to structure
real increases in saving while reducing political risk. They are
a way to enable people to diversify their investnents and a way
to increase individual rather than governnent ownership of the
nation's resources. Thank you.

CHAIl RVAN MOYNI HAN:  Wel |, we can see how fortunate
those students in Pennsylvania are. Let's hear fromthe Texas
A&M right now and | think a somewhat different politica
per specti ve.

DR. SAVING Thank you, M. Chairman. Although the
econom cs of this are straight forward, so | think if you | ook at

the econom sts as a group as a party rather than political
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parties, | think you'll discover that we're nmuch nore simlar
than the political parties appear to be.

| think the people who wote the report, the staff, are
to be conmmended on doing the one thing the report was supposed to
do, and that was to outline what the options are. And the
options are real. W can't, by sinply saying that everything is
fine, change the fact that there are real things that are going
to happen, and conbined with other entitlenent prograns, and the
report makes this also clear, that by 2060 the entitl enent
progranms that we have are going to totally exhaust the federa
budget if it remains at 20 percent of gross donestic product.
Since that cannot happen, future Congresses are going to have to
face whether or not they are going to continue any current
prograns that they' re supplying to workers or continue the
prograns that they're supplying to retirees. That's going to be
a very hard choice, but it's a choice that has to be nade and
it's pointed out in the program

It lays out no anmount of rhetoric will change the fact
t hat when the baby booners retire, they are going to consune real
food, drive real cars, live in real apartnents, and consune rea
health care. Al we have to work with is the output of the

nation. W don't have anything else. Governnent cannot supply

anything; it doesn't produce anything. It only takes fromthe
peopl e who do produce and gives it to other people. In this
case, we're talking about it gives it to old people, like ne or
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Pat, and takes it fromthe young people. That's all we can do.
W can't do anything nore than that. To argue that the Trust
Fund is safe because it's based on, | quote here, "the ironclad
commtnment of the U S. governnment to honor its debt obligations.™

Now, the U.S. governnent doesn't have any assets. The assets
are all you people who are sitting out here and the fact that you
produce out put, because that's what ol d people are going to
consune. Those are the assets, and when we start to cash in the
so-called Trust Fund, it nmeans we're going to cone to you and say
we're going to give old people nore, you' re going to have to
consune less. There isn't any other way to do that.

| have one issue | think the Trust Fund -- | mean our

interimreport should make clear, and that is that borrow ng and
taxing to solve this problemin the future have exactly the sane
inplications for the anbunt that workers are going to get to
consune. It doesn't nmake any difference when ol d peopl e consune
nore out of the pie that we have whether we decide to get the
nmore fromworkers by giving thema bond that says in the future
sone future worker is going to give up a lot of incone in
consunption to pay you back or whether we tax you. It nmeans you
still get to consune less. W rkers will have to consune less in
the future, and there isn't any other way out of this, unless we
try to increase the size of the pie, and that's what a program
that attenpts to nake real investnent does. It tries to nmake

future incone bigger so that future workers when they give up
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consunption will have sonme nore left for thensel ves.

Again, | commend the people who put the report together
in taking our views and stating very clearly what the options
are, and | think everyone has to say this is not about politics.

It's about the economcs of this, and we can't change the budget
constraint. W can't change our output, unless we invest nore.
Thank you.

CHAI RVAN MOYNI HAN:  Thank you, sir. Tom do you think
it would be a useful idea that in the final report that does cone
that you and I have a statenent saying we've already got ours, so
we really are disinterested?

(Laughter)

CHAI RVAN MOYNI HAN: Now t o our distingui shed once and
future academc M. Pozen

MR. PQZEN. Thank you, Senator Mynihan. | want to
make four main points here. The first point deals with, and the
second point both, the debate that I'mreading in the press about
the 2038 date and the 2016 date. | guess one nice thing is that
there seens to be an agreenent that at |east in 2038, even anong
the critics, there is a very serious problemin 2038, and that
the systemis technical insolvent in 2038, and there would be a
need to either cut benefits or raise payroll taxes by 25 to 30
percent if we do nothing.

Now, for people who take solace in the fact that they

think that 2016 is not the right date and 2038 is the right date,
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|'d only want to point out to themthat if you're going to solve
a problemof that magnitude in 2038, we better start right away,
because this is a long-term problemand the only effective
solution is a long-termsolution. So I nyself would not take a
| ot of confort in the fact that you have this big a probl em but
it's in 2038.

The other thing that's related to this, | hear a |ot of
people in private conversations and public saying why can't we
just grow out of the problem | think the report does a very
good job in addressing that issue. It is, of course, a
reasonabl e thing for people to say gee, given the tough decisions
here, why can't we just grow out of the problem And we have
been bl essed over the last 5 years or so with a very significant
increase in productivity. It is unclear to ne whether we wll
repeat that increase in productivity over the next 10 or 20
years, but the report makes clear that even if we do, then wages
W ll increase. |f productivity increases, wages wll increase,
and benefit obligations will go up. So arithnetically it's not
possible to grow out of this problem You mght alter the 2038
date to 2040 or 2046, but we're talking calibration, and it is
just sinply not possible to grow out of the problem by having
nore grow h.

The second point | want to nmake relates to the year
2016. Here | think it is very unfortunate that sonme peopl e have

been saying that well, the conm ssion is taking the position that
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we're just trying to scare people because all benefits will be
cut in 2016. |In fact, the report doesn't say that. There's no
one on the conmmi ssion who is saying that. A nuch nore | think

t houghtful and subtle point is being nade: that in 2016 when the
Trust Fund has to start redeem ng these Treasury bonds, then the
Treasury will have to find resources to redeemthemw th, and
that there will be a very serious conpetition or trade-off

bet ween the redenption of these bonds and other very legitimte
prograns, such as education, defense, et cetera.

Now, | think that's a very inportant point, and that's
the point the comm ssion report is trying to make: that in 2016
we wll face a real resource trade-off in which real decisions
wi Il have to be made in Congress about how are we going to dea
with these bonds that are being redeenmed. Are we going to cut
ot her prograns? Are we going to issue nore debt? These are the
sorts of questions.

Now, one of the things |'ve been struggling with is
sone people say well, these are very good bonds. They're
Treasury bonds. Wiy should we worry? | would agree that these
are very high credit bonds, and | think one useful way to think
about this is, suppose a subsidiary of a conpany held the bonds
of a parent that was a triple A credit. Yes, the subsidiary
coul d get those bonds paid back by the parent, but then the total
val ue of the corporate entity wouldn't change at all. And here

in a sense we have the sane sort of circularity issue. W have
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very good bonds, but they're held by one arm of the governnment
and they are going to be redeened by the other. So the
governnent as a whole is pretty nmuch in the sane situation, the
redenpti on of the bonds doesn't really contribute to the well-
bei ng of the whol e operation, and we still face those real
resource issues.

The third point I want to nmake is relating to | ower
i ncone, |ower wage workers and mnorities. | think Aivia has
done an excellent job tal king about wonen, and Bob Johnson did an
excellent job on African Americans. | think |I personally was
educated by the report, because | assuned that since the
percentage of career earnings that went to | ower inconme people
was hi gher than higher inconme people that they were doing better,
but once these nortality issues are taken into account, then
obviously there isn't a progressivity in the system Now again,
|'ve been reading things that people say, oh no, it really is a
little progressive, but I think if you |look at all the studies
toget her, at nost you can say, well, maybe it's about equal for
| ow i nconme people and high incone people if you take all this in
account .

But in ny view, that's not good enough. | believe that
the system shoul d be progressive, and | get to Sam Beard's point,
is the people who say that if we change the system if we have
i ndi vi dual accounts, that these will be bad for mnorities or bad

for wonmen or bad for |ower wage inconme. These people nmust be
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maki ng sone sort of assunption about the design of the system
that | don't know, because | think that the system can easily be
desi gned to nmake Social Security nore progressive, and |
personal |y woul d support that. As Sam points out, this system
can be designed for | ower wage people to make the guarantees
better. W don't have to have the sane guarantee for all groups
of people, and we don't have to have the sane systemfor al

groups of people. So | personally think that we can nake the new
systemreally progressive, as opposed to the existing system

which at best is the sanme for |ower income and hi gher inconme

peopl e.

The last point | want to make, the fourth point, is on
the PR battle. | feel Iike how the question is defined, how the
problemis defined, is critical. |If you believe that there is a

| ockbox with lots of noney sitting in it, then obviously you
think that there isn't much of a problemto be dealt with. | am
concerned that we as conm ssion nenbers have not spoken out
enough with the press. W of course are waiting for this report,
are all trying to give our comments constructively, but that
meanwhi | e people are taking shots at us all around, and | feel
like there are a lot of very thoughtful points made here, there's
been a |l ot of m scharacterization of our positions in our press,
and | believe that it's inportant that we get out and address
these issues. | think that if we let the critics get away with

what | view as cheap shots as sort of saying well, we don't |ike
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any change w t hout any proposals, that Senator Bob Kerrey, forner
Senator Bob Kerrey is right, this is the Do-Nothing Plan, and we
have to convince the public that the Do-Nothing Plan, if you are
just against all change, this is the Do-Nothing Plan. And the
Do- Not hing Pl an cuts benefits or raises payroll taxes by 25 to 30
percent, and that's -- we have to make sure that the people who
are against all change bear the burden of the Do-Nothing Plan
froma PR perspective. Thank you

CHAI RVAN MOYNI HAN: W thank you, sir. Comng from
yourself, that's a very powerful statement. W are going to talk
about the latter subject as we get around, and we do go around.
M. Mayor. You've had sonme problens with borrow ng and spendi ng
| believe in your tine.

MR. VARGAS:. Thank you, Senator. Actually, you
remnded nme that |'ve actually been at this since 1994 as one of
the -- as | think the only nenber that was on the previous
Advi sory Counci l

CHAl RMVAN MOYNI HAN:  That's ri ght.

MR. VARGAS. To divia s point, |I personally have seen
our options dimnish, because we did have an opportunity then
when we presented our reconmmendati ons and saw what we see today
only now with fewer options, and as tinme goes on that wl|l
continue. So, urge again that the tinme is now to do sonething,
not to do nothing, but to do sonet hing.

First, | wanted to thank the staff for incorporating I
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think the spirit of what all of us on this comnmssion -- that's
difficult to do, were looking for in an interimreport. It was
clear, plain spoken and | think conprehensive, and I want to
enphasi ze again, interimreport. 1've been watching the news and
readi ng the papers, and | thought I'd m ssed a coupl e of
nmeeti ngs, because there were things that they were saying
about -- | know not me in particular, but | didn't remenber
havi ng proposed any specific plans or solutions, or as Bob said,
solutions that could actually strengthen the programfor the
peopl e that |I'm concerned about, | ow wage earners, people in the
Hi spani ¢ community, Latinos, people in ny community, a worKking
cl ass community where 25 percent of the people |ive bel ow
poverty. |I'mnot here to gut Social Security; I'"'mhere to
strengthen it. So | would caution everyone to, again, recognize
that this is an interimreport. And we are only now, not even
yet, beginning to consider what those options are, obviously with
a focus on creating sone sort of private accounts, which
strongly favor for many of the same reasons that have al ready
been proposed. So again, | would just caution everyone to,
again -- not us, but folks outside this roomand in this room
that are already opposed to what we're proposing before we've
even proposed anyt hi ng.

The only thing that | would add in terns of a
recomendation for the interimreport, and it's handled to sone

degree in the sunmary letter at the beginning, but it's
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interesting to me. Even after participating in this since 1994,
you hear different interpretations of the nunbers, and it
sonetinmes still confuses ne about what folks are trying to do
with those nunbers. So to sone degree, to the degree that we can
create a very sinple, | don't know, PowerPoint presentation that
kind of lays out in a few pages kind of the issues that we've
addressed in terns of the shortfall, the 2016 date, the 2038
date, what it really neans in as plain a | anguage as possi bl e.
want ny l1ll-year-old son to be able to understand, if possible,
what this really neans.

Finally, again | think we've net the goals in the
interimreport. One is to educate the public about the problem
and secondly now to get into the design of the problem and I
just want to reiterate again that | just hope that we're able to
have an environnment here in the Capitol that allows us, us and
al so the Congress who will ultimately create law, to craft
sonething that really does strengthen Social Security. Fromthe
tone of the debate so far and fromwhat |'ve seen in press
rel eases, it doesn't look like that's the case, and that's
unfortunate. |'m hopeful that we'll be able to change course and
have fol ks really cone to the table with open m nds about how we
can strengthen Social Security. Thank you.

CHAI RVAN MOYNI HAN:  Fidel, I wish you well with that
11-year-old son, but I'd settle for 40-year-old. W're just at

t he begi nni ng here.
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MR. VARGAS: Yes, it's not over.

CHAI RVAN MOYNI HAN:  Not at all. Isn't that right,
Gnen?

M5. KING ---

CHAI RMAN MOYNI HAN:  You' re next. Conm ssioner.

M5. KING Thank you, M. Chairman. The advantage of
sitting on this side of the hollow square is that by the tine
your turn cones around, nost of what you planned to say has
al ready been said, and very well stated |I m ght add.

Senator, | really do appreciate your giving us the
background you gave us, because if you read only the critical
comments that continue to show up in the press, you'd think that
we were the first ones who ever canme up with these ideas. It's
really nice to have the context that a lot of this has been
tal ked about and t hought about before. W do indeed have a
pr obl em

So |, too, need to say thank you to Chuck and his staff
and to Steve for putting together the thoughts that we asked you
to put together in that plain English that | asked you to do, and
it'"s going to be nore inportant | think going forward as we begin
to |l ook at solutions, because people will have to understand
where we're comng from

| am astounded, innocent perhaps but astounded, that
sonething so plainly laid out could be so quickly and thoroughly

m sunder st ood and m sinterpreted by people who do not w sh us
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well. | agree with Bob; it's going to be very inportant for us
to continue to express ourselves and to | et people know what it
is and what it is not that we are about. The debate wll
continue. People of goodwill will see the problemas a gl ass
hal f enpty or a glass half full, but we still | think have a
responsibility to press on.

As a former Conmm ssioner of Social Security, | have
made a nunber of the argunents that | have heard people who are
just | think fearful of taking a new approach are maki ng today.
O course, our Trust Fund is backed by the full faith and credit
of the United States governnent. W better? They are going to
meet the commtnment. | think as we | ook at the magnitude of the
problem we realize that we can take sone action that w |
mtigate the requirenent for the United States governnent to take
such draconi an action as will be necessary if indeed we do
nothing. So |I think we are focused on preventing a real crisis.

We are focused on taking the 37 years or the 15 years to get
sonet hing going, and | think we have that responsibility to the
Aneri can people and we should not shirk fromit.

O hers have spoken about progressivity. | wll not.
do want to stress the inportance of a programthat no one is
tal king about elimnating, and that is the survivors' program
It is true and you' ve heard all the statistics here today, that
bl acks do benefit fromdisability and survivors' prograns at a

much higher rate. | think that is so inportant to continue, but
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in ny reading of everything that we are charged to do, no one is
suggesting otherwise, and | think it is inportant that the public
under stand t hat.

My views have i ndeed evol ved over the years, helped in
| arge nmeasure by the witing of a Newsweek columi st naned Al an
Sl oane. He's probably the only columist that | have ever
witten to and said well done, the only columist. Those of you
who know ne personally will be shocked by that, but he's probably

the only one I've ever witten to. And his colum this week |

think is equally conpelling. | ask you all to look at it. |I'm
not pushing the letter. ['ll give you copies | guess from
sonething else, but look at it. It's a very conpelling treatnent

of the Trust Fund issue, and we don't have to say very much nore
about it.

The asset and the Social Security fund is our
governnent's prom se to pay back what it has borrowed. So, of
course when you ask the next question, howwll it pay back
$1 trillion, | think you get a very interesting answer. The
pr obl em per haps becones a | ot clearer.

For those of us who do support personal retirenment
accounts or sone iteration of that, | think it's also inportant
to tal k about the need to counsel people who will perhaps for the
first tinme be asked to | ook at personal investnents. |If any of
us goes to an investnent counselor, the first thing they will do

is sit down and counsel you on what your tolerance is for risk
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and where you m ght be taking your planned account. | think we
need to set aside resources to do that for people who wll be

t aki ng on perhaps sonething for the first tinme in managi ng
retirement accounts, and we need to be very, very circunspect and
conservative in the approach that we take there.

So in sum | think we've laid out a |ot of the
problenms. | don't think it wll be the responsibility of this
body to try to find solutions to every one of the problens that
we laid out. | would ask us to | ook at work that has been done
very carefully by others. Particularly, | just received the
Soci al Security Advisory Board's |atest publication on what
action should be taken soon. They've laid out a whole litany of
approaches that ought to be, | think, folded into sone of the
work we do. W are not going to rehash the ground that they have
so carefully |l ooked at, but | do think it's going to be very,
very inportant to keep the focus, to do our deliberations and our
wor k wi t hout being distracted by the outside voices that woul d
take us off our course.

Again, | too commend the staff of this group for
listening to us and for the work you' ve done, and also to this
comm ssion for taking on the task that | think is going to put us
on the path of getting away fromthe problemthat we see and
maybe a little daylight at the end of the day. Thank you,

M. Chairman.

CHAI RVAN MOYNI HAN:  Thank you, comm ssioner. | think
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the Social Security Advisory Board -- if we could nake it
avai l abl e to our nenbers, the commssion. |It's a very handy
pi ece of work and well read. Let ne just say -- affirmwhat you

have said. There is no question that we are conmtted to seeing
the survivors' benefit and the disability benefits nmaintained.
They are integral to the program

It just happens -- you'll have to get used to this,
fellows, but in an article in The New Yorker recently, which
began shortly ---, "In the mddle of the last century, Dani el
Patrick Moyni han wote an article.” Got that? Mddle of the
what ?

(Laughter)

CHAI RVAN MOYNI HAN:  Ch, yes. But | knew Francis
Perkins. She was very active in the '60s in Kennedy's
Adm ni stration, and you nust renenber that when as industrial
comm ssioner in Al bany under Al Smth and so forth, the rate of
i ndustrial accidents was so very high in our country. There were
w dows everywhere, and not to provide for themand their children
woul d have seened why have a progranf? |[It's not just retirenent.
That happened to the ones who got |ucky, but the reality was the
fellows who were lost in the mll and there were w dows and
children who were left behind. So we don't even -- we're with
you, Gaen, and TimPenny. | think we're with you as well.

MR PENNY: My turn, right?

CHAI RVAN MOYNI HAN:  Yes, sir.
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MR, PENNY: Thank you, M. Chairman. Everybody has
comended the staff. So doI. | want to speak to one aspect of
the report, and that is the tone of the report, because
rightfully, this report I ends a sense of urgency to this issue.
It's interesting to observe that one of the criticisns that has
been | evel ed over the | ast seven days is that this report is
unnecessarily alarmng. W ought to be alarnmed when in just a
few short years the baby boom cohort hits retirenment age, begins
to hit retirenment age, and the costs of this systembegin to
expl ode. As was nentioned by M. Parsky earlier, better to plan
ahead for that eventuality and to phase in necessary and nodest
reforns now so that we can nake this adjustnment gradually, than
to wait until the last mnute when our options will be limted
and the choices will be unlovely to say the | east.

W' ve been there before. W've done that before. And
it is living proof that on an issue like this we too often wait
not only for a sense of urgency, but for the nonent of energency.

In 1983, ny first year in Congress, when we voted for the Soci al
Security reforns recomended by what is nowreferred to as the
G eenspan Conmmi ssion, we were in the mddle of a crisis. W were
taki ng noney out of the Medicare fund to pay nonthly Soci al
Security benefits. The energency was very real, and even then it
took the | eadership of a Senator naned Myni han and a col | eague
named Dol e to put that conmm ssion back on track and to give us a

report that we could ultimately support on a bipartisan basis.
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So those who criticize the tone of the report because of its
sense of urgency are in ny view crediting this report for one of
its strongest features. W need a sense of urgency around this
issue in order to challenge Anericans and Anerica's politica

| eaders to deal with this issue now while there is tine for us to
phase in the necessary reforns.

Those who criticize this report also seemto hang their
hat on the Trust Fund. How have we used the surplus which is
credited to that Trust Fund over the course of tinme? Up until
recently we spent it, because we were overspending the rest of
t he budget. Now, arguably a better use of that surplus, we're
payi ng of f sone debt, which in a broad sense helps us with the
totality of the federal budget over the longer term but it's not
as if there's any real noney here. And when we assign interest
to the noney in the Trust Fund, we're basically prom sing that
sonmehow we' Il cone up with that noney as well.

The bottomline is the Trust Fund is backed by the ful
faith and credit of the Federal government. | want to stress the

word "credit," because if there isn't noney there, it's backed by
our ability to borrow to put noney there. But | don't think
that's good enough, because it basically -- if we wait and rely
on the, quote, unquote, "credit" of the Federal governnment, we're
basically saying that it's alright to just ignore this problem

t oday and push the cost of solving this problemoff on to future

t axpayers, nmany of whom aren't even voting age today, many of
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whom aren't even born today. | don't think that's responsible
public policy.

Most of the critics seemto insist that we can solve
this problemw th no benefit adjustnents. So that neans that
their alternatives to make the Trust Fund real are essentially
these three: to raise taxes; to cut into the other prograns of
government, donestic and defense, in order to nmake noney
avail able for the Social Security system or again, to rely upon
enor nous anounts of debt, tens of trillions of debt, over the
next several decades.

The chart at the front of the roomto Chairman
Moyni han's imedi ate left is the baseline for this debate. The
blue line indicates the anount of revenue that we can project for
the Social Security systemon into the future. The dotted red
line indicates the anmount of benefit obligations that we are
making in the program This, in ny view, is the baseline against
which all reform plans nmust be neasured, and the success of any
reform plan ought to be gauged by the degree to which we exceed
that blue line and the duration with which we stay above that
blue line. There's no denying that year in and year out there
may be situations in which we cannot keep this underlying Social
Security programin absol ute bal ance, but again, | think any
reformplan, if it is to be taken seriously, ought to begin to
bring that dotted red Iine closer to the blue Iine and reduce the

total debt that we are exposing future taxpayers to.
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CHAI RMAN MOYNI HAN:  For those who aren't up close, this
is 2016.

MR. PENNY: 2016. Thank you, M. Chairman, for
stressing that, because | wanted to include that in ny closing
remark, which is this: 2016, the point at which those |lines
cross, is not that far into the future. There is a reason for
urgency. | applaud the report for its sense of urgency. |
believe it does set the stage for the kind of debate that needs
to occur. It does establish the baseline against which al
responsi bl e pl ans ought to be nmeasured. Many of the critics of
this comm ssion's work won't do a thing to change that chart, and
that is unacceptable. | believe this interimreport wll help
set the stage for our ongoing work and the recomrendati ons that
wWill ultimately flow fromthis comm ssion's work. Thank you

CHAI RVAN MOYNI HAN:  Thank you, sir. | wonder if we
m ght not consider including this in our report as tables at the
end.

MR. BLAHOUS: Yes. W'Il include it with the report.

CHAI RVAN MOYNIHAN:  And 1'd just like to say to
Congressman Penny, in that 1983 intense 10 days that we put
toget her a package after we had deadl ocked for a year on a fornal
conmm ssion, Bob Myers, the chief actuary Steve Goss will know and
revere, who cane to Washington as a graduate student of Ednund
Wtty who was chairman of the Commttee on Economi c Security that

proposed Social Security, he had to listen to Bob Myers say
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sonet hi ng he' d probably never thought he woul d be saying, which

is that in six nonths' tine we wll not be able to pay benefits.
| don't know quite if it was six nonths, but he was sayi nhg we

will not get through this year without defaulting. So don't

t hi nk emergencies can't happen. |It's just that they have been

overconme. Mario Rodriguez.

MR. RODRIGUEZ: Well, that's a hard act to follow
there, Tim Anyhow, 1'd like to commend the staff for putting
together a very well laid out interimreport. Wat was al arm ng
to me was to see how the mnority community is affected by this.

| mean in particular African Anericans, the wonen, and the
Hi spanics. |It's a shame and a tragedy that Hi spanics in this
country have available in their savings account, CDs,
retirement -- set aside for retirenment $1,200 on the average; the
African American, $3,000. That tells us right nowthis is about
hel pi ng the people that need to be hel ped, the Anmericans that
need to be helped in this country. [It's not about hel ping the
rich. This is about hel ping the nmediumand the | ower incone
peopl e that really need Social Security. So |I'm offended when
we're getting criticized, for out there saying we're going to
destroy Social Security. W're not going to destroy Soci al
Security. What we're here to do is help save Social Security.
So that really bothers ne when we're getting attacked |Iike we
are.

There is a recent survey comm ssioned | ast week that
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Hi spanics in this country, 62 percent favor taking a portion of
their Social Security and investing it in the market. So this is
sonmething that's real. This is sonething that needs to happen in
order to help Anmericans in this country for their future.

So in saying this, | just feel that we need to stay on
track. W're going to be criticized a lot, but the bottomline,
we're here to help the Anerican public in this country. Thank
you.

CHAI RVAN MOYNI HAN:  Thank you. Mario, could we get
t hat survey, the questionnaire you just described?

MR. RODRI GUEZ: Absolutely. Senator, in fact | have a
copy for each of the comm ssioners with ne.

CHAI RVAN MOYNI HAN:  Oh, good. Onh, good. Excellent.
Thank you. Estelle Janes.

DR JAMES: Well, first of all, I1'd like to
congratul ate the staff on preparing what | consider an excellent
report. As you know, |'ve already told you |I thought it was an
excell ent report because it identified the key problens in a very
readabl e way, and | think that was this task. In the report we
identify 2016 as a critical year for Social Security, and this
has aroused a | ot of objections because it noves the sort of D
Day cl oser and nakes the whole problemnore inmnent. So | would
like to explain in ny own words why the year 2016 is inportant
and possibly sonme of these words could be incorporated into the

final version of the report. O course, what | say will echo
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what several people around the table have already said, but
everyone says things in a slightly different way. So | hope you
will bear with the redundancy.

Now, we all know that during the past 15 years Soci al
Security has been running a cash flow surplus every year, and
this extra cash has been turned over to the U S. Treasury which
used the noney to finance governnment expenditures, and the
Treasury issued 10QUs to the Social Security Trust Fund in
exchange. Now, through these I QUs, the governnment is in effect
borrowi ng from Soci al Security, and the governnent has an
obligation to repay that noney when it's needed. Social Security
wi |l need that noney starting in 2016 when the cash flow deficit
becones negative instead of positive. That is, the expenditures,
that line that we just tal ked about, the expenditures wll exceed
the incomng contributions in 2016 and by ever increasing anounts
after 2016, as you can see that line go up. This happens, as we
all know, because the baby booners start to retire, so nore
peopl e are collecting benefits and fewer people are contributing.

Now, at that point the Social Security Trust Fund w ||
begi n redeem ng the governnent |1QUs, and of course, everyone
expects the governnment to honor those 10QUs. No one questions
that, so | think it's really strange and irritating for our
opponents out there to be insinuating that we're questioning
whet her the governnment will do that. O course the governnent

wll do that. Social Security will get this noney. However,
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finding the noney to give to Social Security will pose a big
problem for the rest of the governnent budget starting in 2016.
That's what we have to recogni ze, and perhaps the report could
enphasi ze this a bit nore

So | just want to spell out sonme of the inplications of
what wi |l happen at that point. Now first, we could conpare the
borrowi ng from Soci al Security with borrow ng fromthe rest of
the public. When the governnent borrows from nenbers of the
general public, for exanple, fromyou or ne or private pension
funds who hol d governnent bonds, the governnent issues bonds, and
t hese bonds appear on the governnent's bal ance sheet. R ght now
alnost $3 trillion in bonds appear on the governnment's bal ance
sheet. However, when the governnent borrows from Soci a
Security, the 10OUs that it issues do not appear on the
governnment's bal ance sheet. This is because they are suns that
are owed by one part of governnent to another part, so it's an
internal transaction. This is a debt, but it's a hidden debt.
We've hardly known that it's there, and people are kind of
di sturbed when we begin tal king about it. In 2016 we will have
to, we will be forced to, recogni ze that hidden debt and to dea
with it, and that will not be easy.

Now, just to give you an idea of the magnitudes
i nvol ved, at present the Social Security Trust Fund is hol ding
governnent | QUs that are equivalent to about $1 trillion, and

it's projected that by 2016 this will grow to over $3 trillion in
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current dollars, that is, adjusted for inflation. Now, just to
get an idea of what that nmagnitude inplies, $3 trillion is nore
than our entire national debt, that is that stated explicit debt
that the public is holding. It's nore than that entire debt is
today, and it's much nore than our entire national budget is
today. So these are not trivial amounts that the government will
have to start redeemng in 2016. By 2016 Social Security wll
have lent to the Treasury nore than all other | enders have |ent
to the Treasury today. Now that's a | ot of noney, and when
Social Security begins to redeemthose 1QUs in 2016, the Treasury
will have to cone up with a |ot of noney from sonewhere el se.
Now, we all know the places that the Treasury can | ook.
First of all, the governnent may try to raise this noney by
selling bonds to other parties. That's the first |line of
def ense, you m ght say. This would have the effect of increasing
the national debt that appears on our bal ance sheet, because the
money Wi Il now be owed to people outside of the governnent. W
may have to pay a higher interest rate to sell these additional
bonds in the market place, and we'll have to pay that interest
rate out in real noney every year, instead of nmaking a
bookkeepi ng notation. So at a time when we're trying to reduce
the debt, we will instead find this explicit debt on the books
i ncreasing and the debt service will be increasing, and this
burden will eventually have to be paid off by future generations.

Now, if the governnent decides that it should not raise
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the debt, it then will be faced with a difficult choice of

rai sing taxes or cutting spending on other inportant national
priorities. For exanple, this mght include cuts in health and
educati onal spending, which we all care about and which are two
ot her places that Congress might | ook at that point in order to
honor these 1QUs to Social Security. None of these will be easy
choi ces to nake.

Now, when we reach 2038, all those IQUs in the Trust
Fund will be fully redeened, and the noney will have been paid
out to beneficiaries. At that point the choices will becone even
nmore difficult. The Trust Fund won't have any | OUs, but the
government wll still have a noral obligation to pay mllions of
pensi oners who have contributed all their lives, and they're
expecting to receive Social Security benefits in return. On the
one hand, we won't want to let themdown. No one will want to do
that. But on the other hand, we'll have a hard tine com ng up
with the noney.

This financing gap, as was already stated, this
financing gap will continue indefinitely. There's no end. |It's
a permanent problem Again, the choices will be: do nore
explicit borrowing, which will lead to a | arger national debt,
rai se taxes, or cut spending on benefits or other inportant
goods. Those are the choices. They will be the choices in 2038,
and they are the sane choices that we will have to make by 2016.

That's why 2016 is a critical year. W won't be able to avoid
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maki ng those choi ces any | onger.

Now, intelligent people out there can disagree on the
solution. W don't all see the world the sanme way, but they
cannot disagree that a problemis |oom ng ahead of us. That is
irresponsible. W wll have to face that problemin 2016 whet her
we like it or not. The IQOUs will keep growing. W already saw
they would grow from$1 trillion to $3 trillion in 2016, and the
choices will becone nore painful if we keep our heads in the sand
and wait until 2016 arrives. They will be nuch easier and we'll
have nmuch nore degrees of freedom as everyone here recogni zes,
if we start planning and filling in the gap now.

The comm ssion's job, a thankless job in a way, is to
begin taking responsibility for solving this problem So | also
have a nessage to all those people out there who have been
objecting to this report. It would be nuch nore constructive,
much nore hel pful to the country if instead of sinply attacking
the comm ssion for rem nding us of the fact that we face an
unpl easant problem if you came up with solutions, if you hel ped
us find solutions for the problem There are diverse sol utions,
and we woul d wel cone your input. Thank you.

CHAI RVAN MOYNI HAN: A hi gh- m nded t hought .

(Laughter)

CHAI RVAN MOYNI HAN:  On va voir. Bill Frenzel. You
have been studiously working away. This is our artist in

resident, if you don't know that. You want to show us sone of
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your product for the norning?

MR, FRENZEL: Well --

CHAl RMVAN MOYNI HAN:  There you are. That's pretty good.
How do you -- hey, hand that over here.

(Laughter)

MR. FRENZEL: That will cost you noney, M. Chairman.

CHAI RVAN MOYNI HAN:  That's not bad.

MR, FRENZEL: | don't give those out to just anybody.

CHAI RVAN MOYNI HAN: | thought maybe as a nenber of the
comm ssion you m ght consider the possibility --

MR. FRENZEL: Well, we m ght be able to make an
arrangenent, depending on the |anguage. M. Chairman and ot her
M. Chairman and fell ow nenbers of the comm ssion, thank you very
much. | have been sort of basking in the brilliance and the
articulation and general all around good | ooks of ny coll eagues
here. It has been | think a wonderful norning, and all | can say
is, M. Chairman, | wsh | had said all the things that they
sai d, because they said themwell and |I support all of them

| want to start making the point, however, to thank the
peopl e who have sent enmails and letters to the conm ssion. The
staff has faithfully forwarded themto nenbers of the conm ssion

W are trying to read them W are getting a couple inches of
t hem each week, in addition to the notebooks, the books, and the
| onger papers which are being thrust upon us. Mny of us are

private citizens. W don't have any way to respond to you, and
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sol'dlike to say right now, thank you for your ideas, and to
tell you that they are being read and they are bei ng appreci at ed.
Now unfortunately, not all of your instructions wll be
foll owed, however. | do note that in many of these
communi cati ons, the communi cators do not seemto have what |
woul d consider to be a full understanding of the Social Security
system W can't handle that all by ourselves on this
comm ssion, but this interimreport, at least in ny view, is an
attenpt by us to tell the American people what is the problem
with Social Security and what is in fact the case with many of
the el ements of Social Security. 1t is now being roundly criticizec
the street, whereupon | was stuck by a taxicab. After thorough
i nspection, it was determned that the taxi was okay, and it
proceeded. | thought at the tinme that they probably thought this
was Ceneva and this was the headquarters of the WIL. However,
heard their chant being given to themby a chap with a bull horn,
and it was, "Hey, hey, ho, ho, Bushy Wishy has to go." So they
were in the wong place. They wanted Pennsyl vani a Avenue,
guess, about 1600.

But that's what | think of some of the criticismthat
we have received, a sort of know nothing Luddite approach, to do
not hi ng. For those who are critical of this draft report, which
has not been approved yet of course, | wonder what they will ever
do if we approve sonething. That's a little frightening to think

of, but | hope people will do us the favor of reading our report.
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| believe that the draft which the staff has presented
us, as many nenbers have indicated already, really does represent
the instructions that were given to the staff at our | ast
nmeeting, and there's a pretty good statenent, we'll all fly
specket (sic). W have already done sone of that. It was
anmended a nunber of times so far, but in ny judgnent the nost
i nportant nmessage of the draft is what all of you zeroed in on,
and it is that the worst thing that we can do is to do nothing.
That is not an alternative. |Inaction is the eneny of the system

In 1981 the third rail of politics scared the Congress into not
doi ng anything for a couple of years until, as ny colleague Tim
Penny pointed out, we were left wth the wonderful conprom se
engi neered by one of our co-chairman. And what was it? It was
rai sing taxes and cutting benefits. W waited too long in that
case, and we cannot afford to wait too long in this case. Again,
my congratulations to ny coll eagues, M. Chairnen, and | want you
to know I'"'mletting you out in tinme to eat |unch.

CHAI RVAN MOYNI HAN:  That was a very fine statenent,
sir, but I have to tell you, having |unch does not have the
priority this comm ssion is hearing fromthe co-chairnen, but we
will get lunch. Don't you doubt it. Thank you very nuch, sir

MR. PARSONS: It will be before noon.

CHAl RVAN MOYNI HAN: No, no, no. Cone on

MR. PARSONS: No, in part because, as a great man once

said, "Everything has been said.” |It's just that not everybody
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said it. But to try and be brief and to bring this all together,
| would again remnd us all and the public who is here that this
is adraft of an interimreport. What did we set out to do in
the interimreport? Really two things. One, to draw attention
to the problemthat we perceive and others perceive that the
Social Security systemis beset with. | think on that score,
you' d have to give us an A, W' ve certainly drawn sone attention
toit. The second thing that we set out to do in this interim
report was to illumnate the problem to educate people as to
what the nature of the problemwas, in the hope that that m ght
tease out fromthe public and fromthe nmenbers of this comm ssion
as well, as well as staff, sone suggested solutions on how are we
going to deal with this problemonce we all acknow edge that it
exi sts and we understand its dinmension. In terns of illumnating
the problem I'mnot sure | give us quite as high nmarks as | gave
us in terns of drawing attention to it.

| think that the comments that were made around this
tabl e hopefully have carried by the electronic nedia and the
print media far and wwde will help to further illumnate, and in
that sense | had two points that | want to go back to. They've
been touched on, but | want to touch on themagain fromthe
illumnation perspective. But before doing that, | wanted to say
a word about tone. Timnentioned that the tone was interpreted
as being urgent, and | do think the problemis urgent because we

need to get started with solutions now. However, there were sone
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parts of the report that maybe were nore urgent or at |east
anbi guous and could I end thensel ves to being alarm st than
t hi nk we need.

| take credit for foisting what may be an unfortunate
phrase upon the draft report. 1In the preface which Senator
Moyni han and | worked on, we say the systemis broken. Maybe
that goes too far. Certainly it's open to lots of different
interpretation. Currently, as was poi nted out by several people
including Pat this norning, there is no jeopardy to current
beneficiaries in terns of getting their checks, the soon to
retire. |In fact, our charge is to make sure that those benefits
stay intact. Wat is clear is that the systemas currently
constructed i s unsustainable, financially unsustainable.

CHAl RMAN MOYNI HAN:  Yes, yes, yes, yes.

MR. PARSONS: It just can't go on the way it is today.
What that means is, that sonetinme between now and the point in
ti me when the system does col | apse because it's financially
unsust ai nable, a solution will be put in place. Afix wll be
put in place, and our argunent, our fundanental perspective is
that dealing with that problem sooner rather than | ater is going
to make the ultimate solution nore pal atable to nore people, |ess
dramatic, |ess draconian, less crisis-driven. So our plea, if
you will, not only to the public at large but to those who have
criticisnms, sone legitimte, sonme not, of the direction the

commission is going in, is let's not stick our head in the sand
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and refuse to acknow edge that we have a probl em and a probl em of
a nature where a solution applied now or sooner is going to yield

a better result than waiting until the crisis nonment actually

strikes.

The two points that 1'd like to cone back to for
further illumnation, one, just in reading the coomentary of sone
of the people who criticize, they refer to -- and they set up

little charts and they refer to existing Social Security benefits
and what they presune this commssion is going to recomrend, even
t hough we haven't recomended anything by way of solution yet,

but they -- replete on the existing side are terns |ike
"guaranteed, " "predictable" retirenent benefits. This
"guarantee" of lifetine incone, guarantee, guarantee, guarantee.

One of the things that we hope not only the critics but the
Anerican public focuses onis -- | ama lawer by training. |
have since taken honest work, but by training I'ma | awer and
wor ds have neanings. There is no guarantee in the existing
system

One of the things we pointed out in our cover letter,

the Supreme Court of the United States has said that individuals
do not have a legal right in Social Security benefits. They can
be changed. They can be elimnated. Flemm ng versus Nestor.
What you do have, and several of ny fell ow conm ssioners use the

term you have a "promse,"” but a prom se frankly from people you

don't even know, because who is going to be in Congress in the
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year 2016 or the year 2025 or the year 2040? | have no idea.
just knowit's not going to be Pat or nme. Those are the people
who the public is going to have to rely on to keep the prom se.
There are no guarantees, and fol ks seemto think that sonehow the
current systemis guaranteed and this conm ssion, even by raising
gquestions, is jeopardizing or threatening that guarantee. Wat
we're trying to do is strengthen the prom se, not dimnish the
presunmed guar ant ee, because there isn't one.

Secondly, and I'"'mgoing to go back to this issue of
2016 again, only because | know that we're visiting mllions of
Anmeri can househol ds thanks to C SPAN and sonme others and we can't
over enphasi ze this point of what happens in 2016. Gaendol yn
menti oned Alan Sloane. It's not customary for ne to give a | ot
of visibility, let alone praise, to one of ny conpetitors, but in
this case he deserves it in his article in Newsweek.

So that you understand what this whol e debate about
what happens in 2016, |'mgoing to paraphrase his article, where
he said think of it this way. Let's assunme any one of you or --
wel |, take nme, because |I'ma perfect exanple. | decide at sone
point that it would be good for nme to set up a retirenent account
for nmyself. So | set up the account, and |I have every good
intention of funding it, of putting noney into the account, so
that when | retire |I've got sone noney set aside. However, |
al so, as you renenber fromthe | ast conm ssion, |ike the good

life, and | can't quite nmake ny income cover both ny current
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lifestyle and ny obligation to make conmtnments to ny retirenent
account. So instead of actually putting cash into ny retirenent
account, | put an IQU. So instead of sending $1,000 a nonth or
whatever it is to the retirenent account, | wite alittle QU
$1,000 and | sign it Dick Parsons. Then in the fullness of tine
it comes tinme for me to retire. |I'mnow looking to ny retirenent

account to fund ny retirenent, and what | have in there are

hundr eds upon hundreds of $1,000 I1OUs. Well, |'ve got good

credit. | can nmake it good, but frankly, what |'ve got to do to
get cash in there, because as Tom Savi ng says, | still have that
lifestyle that consunes real cash, | either have to keep working

to pay off the IOUs or | have to borrow noney from sonebody to
pay off the 1OUs or |I've got to sell something to pay off the
| QUs. The I OQUs, since they are fromnyself to nyself, they're
real but they have no financial gravitas. They're not
substantial. And |I've got to continue to do sonething in order
to redeemthose promses. That's the situation our governnent is
in.

Qur governnent has given to the Social Security Trust
Fund, as Estelle said, trillions of dollars worth of I QUs, and
when it comes tinme to pay off those 1QUs, the governnent is going
to have to do sonething. |It's either going to have to raise
taxes, it's going to have to cut other spending, or it's going to
have to go back to the debt nmarkets and borrow. All this

commission is saying is that that is the point in tinme at which
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this problemreally begins to bite, and let's not wait until then
totry and find a solution. Let's use the tine we have from now
until then to restructure the systemin a way that creates real
assets behind the promse, so that it is nore certain of being
fulfilled than it is currently, that creates nore equity within
the system as Bob and others have said, for particularly single
wonen and mnorities, and that creates a greater sense of
confidence on the part of the Anerican people and where are we
going with Social Security.

| wll say this. Those who argue that we are creating
fear tactics and al arm anong people, | know from countl ess
nunbers of conversations that people ny age and slightly younger
currently do not believe, | nean they really -- they understand
that there are no guarantees in Social Security and they don't
believe that it's going to be there for them when they get ol der.

So we're not tal king about taking anything away from sonebody

who's got it now | would remnd us all that the very Executive
Order that set up this conm ssion said that one of our charges is
to protect current |evels of benefits --

CHAI RVAN MOYNI HAN:  Exactly. Exactly.

MR. PARSONS: -- and benefits for those soon to retire.
What we're tal king about is creating a sense of genuine
confidence and optimsmon the part of younger Americans who are
currently funding the systemand who have a right to | ook forward

to sonmething being there when they retire. So thank you,
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M. Chairman.

CHAI RVAN MOYNI HAN: M. Chai rman, but couldn't | ask --
suggest that we have a further charge, which is not just to
preserve this existing systemand existing benefits, but as Bob
has suggested and Mari o has suggested, to go in a pattern that
Franklin Roosevelt would have | oved, to say workers can end up
their working lives wwth a nmeasure of wealth

MR. PARSONS: | think the two go hand-in-hand actually.

CHAI RMVAN MOYNI HAN:  Yes.  Sure.

MR. PARSONS: Because creating confidence in part
because you control sone portion of your own destiny and you have
a legal entitlenent to it.

CHAI RVAN MOYNI HAN:  Yes. You do have, though, funding
as you' ve said that the Court ruled. That was Secretary of ATW
fundi ng under M. Eisenhower. There's no property right in

Soci al Security. There would be a property right in individual

accounts. Well, any nore comments, or shall we adjourn for a
sandwi ch and then we'll be back at 2:00 o' cl ock?
VR. : One o' cl ock.

CHAI RVAN MOYNI HAN: At 1: 00 o' clock, and we'll continue
until 2:00. Then you could all go out and talk to the
denonstrators. G ve them --

(Tapi ng interrupted)

CHAI RVAN MOYNI HAN:  -- statenent two. A nenber of the

press did not hear --- the statenment one, which is that the
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meeting wll resunme shortly,
which there will be a press

(Luncheon recess)

continue to 2:00 o'clock, after

conf er ence.
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AFTERNOON SESSI ON
(1:13 p.m)
CHAIl RVAN MOYNIHAN: | will wait until all the
conmi ssi on nenbers are present, but it would be ny purpose, and |
think M. Parsons agrees, to declare that we have basically
accepted and approved the interi mreport subject to the changes
t hat have been suggested and which will be nade. There's enough
of us here just nowto start. | would like to nove -- we're
going to be very informal in our proceedings, but use sone of the
t er m nol ogy.
MOTI ON
CHAI RVAN MOYNIHAN:  |'d like to nove that the
conmi ssi on approve the interimreport subject to the changes that
have been proposed this norning and | think all of which were
wel | accepted by the group.
MR. JOHNSON: | second that notion.
CHAl RMVAN MOYNI HAN: W' re open to debate.
DR. M TCHELL: Just a quick question. | just haven't
had a chance to read the | atest revision, so you're saying
condi tional on those being approvabl e.
CHAl RVAN MOYNI HAN:  Yes.  Yes.
DR. M TCHELL: Thank you.
CHAl RVAN MOYNI HAN:  But hurry up
(Laughter)

CHAI RVAN MOYNI HAN:  Very well. | see the nood of the
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commi ssion is agreeable to that and | declare the notion carried.
Now, we have one further but inportant piece of business for the
afternoon which is the --

MR. PARSONS: Remind nme when | grow up | want to be a
great man.

MR. . It makes everything easier.

CHAl RMVAN MOYNI HAN:  Each of you has before you a |ist
of questions that we would like to put to the persons who appear,
the public, in the hearings which we will be holding in
Septenber, in San Francisco in the case of M. Parsons, in New
York City in ny case. | think, M. Blahous, it mght be the best
thing for you just to wal k us through.

MR. BLAHOUS: | would be happy to.

CHAI RVAN MOYNI HAN:  This is just sonmething we will nake
avail able to the public, but people can cone and tal k about what
t hey have in m nd.

MR. BLAHOUS: Earlier the conm ssion had indicated,

M. Chairman, that there was a desire to have hearings in
Septenber at which input fromthe public would be heard on how to
resol ve the chall enges that have been identified in the interim
report. Working over the | ast several days w th individual

comm ssi on nenbers, we have drawn up a tentative, and of course
highly revisable, list of questions that could be posed. It was
suggested that the questions should begin by covering the area of

the design and structure of personal accounts and proceed | ater
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in the questions to questions of systemc financing. W have
tried to order and organi ze the questions to follow that system

Unlike the interimreport which was drawn up with
consultation fromevery nenber of the conm ssion at sone point
al ong the way, thus far we have only received concrete textural
suggestions on these questions from about half of the conmm ssion.
So in order for these questions to be put before the public in
early August to provide for sufficient tinme for public responses
for the Septenber hearing, we would |like sonme direction fromthe
comm ssi on on possi ble changes to these questions and preparation
for their release in the next couple of weeks.

CHAI RVAN MOYNI HAN:  You're going to put themon the
websi te.

MR. BLAHOUS: We will post themon the website.

CHAI RVAN MOYNI HAN:  Very well. The floor is open to
coment .

MR. FRENZEL: M. Chairman, may | inquire as to what
ki nds of witnesses they are going to hear fron? It |ooks as
t hough we are not having any econom sts. Perhaps they've al ready
delivered | ots of opinions on the system

VS. : Do we have a list?

MR. FRENZEL: Do we have any kind of list of potential
testifiers?

CHAI RVAN MOYNI HAN: | don't think we do, but | think we

ought. | think we ought to think about persons we would
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specifically ask

MR. FRENZEL: My guess is if we open it up, everyone in
the world will want to be on the list.

CHAl RVAN MOYNI HAN: Wl | . M. Bl ahous.

MR. BLAHOUS: Yes. | will say that with respect to the
August neeting, sone ideas have al ready been circul ated anong the
comm ssi on, sone suggested by the co-chair and others, regarding
peopl e who m ght explain the adm nistrative setup of the Thrift
Savings Plan and other simlar systens for adm nistering personal
accounts, and those plans are already in place or are being
devel oped.

Wth respect to the Septenber public hearings, | think
what is being considered is sort of a broader cross section of
menbers fromthe general public, certainly people who have
sponsored congressi onal proposals, |eading economsts. | think
the general desire is that there be a bal ance both in terns of
vi ewpoi nts expressed but also in the types of backgrounds of
peopl e who woul d present.

CHAI RVAN MOYNI HAN: W are expecting one-day hearings?

MR, BLAHOUS: Well, actually there has been the
suggestion made, and perhaps Estelle m ght want to el aborate upon
this, but one suggestion that has been made, that even though we
are setting up one day for a hearing on the Wst Coast, one day
for a hearing on the East Coast, this does not preclude the

comm ssion fromdividing into smaller groups and hearing
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separately fromthose who want to put forward testinony, to
i ncrease the nunber of people that can be heard fromon those
days.

CHAI RVAN MOYNI HAN:  Sir. Bob

MR. POZEN. | would like to suggest that we -- that in
order to make this nore efficient, the hearings, that first of
all we ask people who want to testify in these hearings to submt
by a certain date a short statenent in response to one or nore of
t hese questions and limt that statement to no nore than, say,
t hree pages or sonething, and then if that goes to the staff,
then the staff can cull through them and select A) people who are
particularly thoughtful, and B) people who are bringing sone new
perspective, and C) nake sure that we have an appropriate
representati on of both econom sts, public people, you know,
public --

CHAI RVAN MOYNI HAN:  And di fferent points of view

MR. POZEN. And different points of view And | would
say, and to pick a nunber of people who would then fit wthin one
day, so that we can have the benefit of the comments of all these
peopl e through the three-pager, but that | don't think it's
feasible for us to have personal testinony from everybody who
wants to testify. W mght spend all of our -- the hearings
m ght have to go on for weeks or nonths, and | don't think that's
a predictably efficient way for us to get information.

SENATOR MOYNI HAN:  Mayor .
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MR. VARGAS. Co-chair, | think there m ght be sone
precedents in the past in ternms of other, not comm ssions on
Soci al Security but other comm ssions that have taken public
testi nony.

CHAI RVAN MOYNI HAN:  How did you do? How did you have

MR. VARGAS. W had several public comrent sessions
that were limted, and | think our coments -- the coments of
those who testified were limted to a certain anmount of tinme. |
think it was five mnutes. But what | was going to suggest, to
| ook at those other conm ssions for sone gui dance, because |
think you're right, that either it's alimt in terns of the
anount of tinme that sonmeone gets to speak, or they submt their
full testinony, sonmething that would allow us to get as nuch
i nput as possible and also nmake it practical for people to be
able to give their coments in public. And obviously not
everyone is going to have the opportunity to do that, and | think
that that job should be left to staff follow ng whatever other
precedents have been set in the past for these kinds of public
comment sessions.

CHAI RVAN MOYNI HAN:  Right. Could | then -- I'msorry,
Bob.

MR. JOHNSON: No, | just want a point of clarification
on the questions. All the questions here go to requests for

i nput on personal accounts. |Is that correct?
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DR. JAMES: Except for the last two questions.

MR. BLAHOUS: Not all of them The questions on the
first page begin with personal accounts, but sonme of the
gquestions towards the end deal with incentives for workforce
participation and placing the systemon a course of fiscal
sustainability.

MR, JOHNSON: Ckay. Wsat |I'masking, if someone wanted
to testify but absolutely, unequivocally opposed personal
accounts, or if a nunber of sonebody's, we would accept those?

CHAl RMAN MOYNI HAN:  Fine. Then fine. Not the whole
day.

MR JOHNSON:  Ri ght.

DR. JAMES: Because that person could certainly address
guestion nunber 12 --

MR. JOHNSON: Twel ve and thirteen.

DR. JAMES: -- on fiscal sustainability.

MR, JOHNSON. So we're going to take every idea that's
wi thin the range of reason.

MR. BLAHOUS: Absolutely.

MR, JOHNSON. Ckay.

CHAI RVAN MOYNI HAN: Now hol d on. Sonme nenbers of
Congress mght want to testify too.

MR, JOHNSON. They woul d be ---.

VR. : Is that a contradiction?

MR. PARSONS: | do think that the point that's being
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made down at the end of the table, that we will need to -- that
there will be nore people who want to testify than will be
permtted to by constraints of time. Just because soneone
happens to be for or against a particular position, that

shoul dn't be a gating factor, but I think if we foll ow Bob's
suggestion and get a sense of where each of those who wants to
testify is comng from we can group them And you will have a
range of approaches to a subject matter, and then each of those
subject matters should be captured, but | wouldn't want anybody
who's here or who is watching to think that all they need do is
i ndicate that they have sonmething to say and that they will have
an opportunity to say it, because we don't have, unfortunately,
that kind of tine.

CHAI RVAN MOYNI HAN:  Well, then could I -- well, I'm
sorry, Estelle.

DR. JAMES: Yes, well | just wanted to underscore that
even if people don't testify orally, we can still take account of
their witten statenents, and that's a reason for requesting
short witten statenents so in fact they can be read.

CHAl RMVAN MOYNI HAN:  Uh-hm  Uh-hm  Mari o.

MR, RODRI GUEZ: How much tine are we actually tal king
about for this, for the public input? An hour, two hours, three
hours, four hours?

MR. BLAHOUS: Well, | think the conmm ssion envisioned

nmeetings, all-day neetings of a four to six-hour |ength, but
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obviously that's up to the comm ssion and the co-chairs.

MR. PARSONS: W haven't sort of finalized on that yet.

Alot of it wll depend on how much we have to do, but | could

see on both coasts having at |east a norning session and an
aft ernoon session where people conme. |It's hard to sit for nore
t han about three hours without a break and listen, but you do
that norning and afternoon, norning and afternoon on the other
coast. Then if we really need to break it down further, we have
the option that Estelle suggested, which is taking two roons and
havi ng four conmm ssioners in each roomlisten to --. So we've
got a lot of flexibility around it.

CHAI RVAN MOYNI HAN:  Well, 1'm going to suggest then
that we have agreed that in follow ng just congressional
patterns, that witnesses will submt in advance in witing their
statenent, their entire statenent, and that -- is it agreeable
that statenents be limted to five mnutes?

(Comm ssioners nod their heads in affirmation)

CHAI RVAN MOYNI HAN:  But that the comm ssioners can then
ask questions of the w tness.

MR. FRENZEL: Those who ask too many questions | ose
their library card.

CHAI RVAN MOYNI HAN:  There you are. There you are. |
think that feels about right, doesn't it?

MR FRENZEL: Yes.

MR. BLAHOUS: May | nake one additional observation,
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M. Chairman. The next neeting of the comm ssion is schedul ed
for August 22nd.

CHAl RMVAN MOYNI HAN:  That's ri ght.

MR, BLAHOUS: The first date of public hearings is
schedul ed for Septenber 6th. It mght not be unreasonabl e that
t he deadline for subm ssions of ideas could be tinmed to occur
just before the August 22nd neeting, so that at the August 22nd
meeti ng the comm ssion can have a di scussion and nake a
determ nation as to which subm ssions should result in the
opportunity to testify.

CHAI RVAN MOYNI HAN:  Wel |, that's right. You mght find
there's a huge inbal ance or we m ght | earn sonething from who
conmes forth and says I'd |like to be heard. Don't you think, Bob?

(No audi bl e response)

CHAI RMVAN MOYNI HAN:  Tom

DR SAVING | think I'"'ma little concerned that
i ndi viduals who see this list may think it nutually excl usive,
and in fact any suggestion for reformought to certainly, as
we've said, have to deal wth the fiscal sustainability of the
suggestion, and these are -- you woul d expect anyone who
suggested private accounts, for exanple, as the solution would
have to answer al nost every one of these questions. So they are
not mutually exclusive. You don't want soneone to testify about
nunber one, but you're really asking soneone to testify about

solutions to this financing problemthat we have, and those
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sol utions ought to be sustainable. They certainly can discuss

only one of these, but they should be encouraged to discuss nore

t han one.

DR. JAMES: Could I --

MR, BLAHOUS: Okay. |If nothing el se, answer question
127

DR. JAMES: Could I have a followup reaction to this?

DR. SAVING Everyone should have to answer question
12.

DR. JAMES: Could I have a followup reaction to this?
You know, the nore questions we ask themto address, the nore we

have to be concerned about the tinme constraints. There's a limt
to what you can neaningfully say in five m nutes about any one of
t hese questions, and if we ask themto address a whol e set of
questions, | think five m nutes becones unrealistic. So | would
like us to think through the five-m nute concept perhaps a little
bit further.

CHAI RVAN MOYNI HAN: | wonder if we coul d begin
foll ow ng congressional procedure. Your oral testinmony is five
m nut es.

DR. JAMES: Unh-hm

CHAl RMVAN MOYNI HAN:  And t hen you ask the bal ance of
your statenment be included in the record as if read. The whole
of the statenent will be in the record.

DR SAVING Well, that's what | had in m nd.

Audio Associates
301-577-5882



80

MR. FRENZEL: A limt on the witten remarks,
M. Chairman?

CHAI RVAN MOYNI HAN:  Well, I'mwlling to |let people
wite as nuch as they want. Free country.

DR. JAMES: Are you willing to read?

CHAI RVAN MOYNIHAN: | didn't say --

(Laughter, simultaneous conversations)

DR. JAMES: You're a good reader?

MR. PARSONS: |'Il take the Fifth on that one.

DR. JAMES: Because you're a speed reader

MR. FRENZEL: Well, they have to be advised that people
will read so far.

CHAI RVAN MOYNI HAN:  Yes. Don't bury the lead, | think
is the journalist's signature on these matters.

MR. PARSONS: May |, M. Chairnman.

CHAl RVAN MOYNI HAN:  Sir.

MR. PARSONS: On the point that Tomwas raising, a
slight variation of it. | do think that the way in which the
gquestions are presented in this sheet you handed out sort of give
it the appearance of weight towards personal accounts, their
structure and the construct and how they are managed and
admnistrated and the rest of it. To use your expression, we
sort of buried the |ead, which is fiscal sustainability and sone
t houghts on that. | mght turn these around, and really al nost

all the questions on the first page, one through six, are part of
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t he sane question. Just how would you --

CHAl RVAN MOYNI HAN:  Yes. Yes. Yes.

MR. PARSONS: |If you think personal accounts nmakes sone
sense, how woul d you structure it including size and el ections.
| nmean, that's really one question. | think anything we put out
shoul d gi ve the appearance, because it is the reality of this
comm ssion, of balance of view, an openness to all thoughts that
really relate to putting what is currently an unsustai nabl e
system on a sustainabl e course, hopefully with a wealth
generation aspect to it.

DR. JAMES: Well, follow ng that suggestion, perhaps
t he order should be reversed.

MR PARSONS: Yes.

CHAI RVAN MOYNI HAN:  Does that not appeal to us as a
proposi tion?

VR. . Good idea.

CHAI RVAN MOYNI HAN:  Sounds right. Chuck, that's agreed
to. Good thought. And | think consolidating those first six
gquestions into one or two.

MR BLAHOUS: We'll do it.

DR JAMES: | think it's also perhaps worth having an
expl anatory statenent. The reason there are so many questions
about personal accounts is there are so nany detail ed aspects
that would need to be thought about. W thought we could really

benefit by hearing a variety of opinions --
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CHAl RMVAN MOYNI HAN:  There you go.

DR. JAMES: -- on these issues.

CHAI RVAN MOYNI HAN:  There you go. There you go. Tim

MR. PENNY: Thank you, M. Chairman. As | viewed this,
we do have three categories that for the first six deal with al
sorts of particulars related to personal accounts, the next four
really are safety net questions, the final two are fisca
matters. | think it mght be best to abbreviate the first six in
some way, because it -- | don't think it requires quite this many
guestions to kind of get the point out that we're | ooking for
input, and | don't want to create the inpression that that's the
bul k of our work here, because there's nore work to be done than
sinply defining personal accounts, although it's a very inportant
pi ece and these are inportant questions.

|"monly curious as to the final two questions whether
we want to be nore explicit in asking people how they m ght feel
about certain options both on the benefit side and the revenue
side. It's inplied, so maybe we don't need to do that and we
just take what people give us, but | want a reaction to that if
you woul d.

MR. BLAHOUS: Well, ny reaction would only be based on
what |'ve heard from i ndividual comm ssion nmenbers to this point,
and all of themare here to speak for thenselves, but | do know
that in the drafting of these questions the concern was expressed

that the conm ssion not indicate in these questions a bias in any
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particul ar direction, that we should l|leave it totally open to the
public to make suggesti ons.

MR. PENNY: It's fine. | assuned that it had been
gi ven sone t hought by --

CHAI RMVAN MOYNI HAN:  Yes. | nean anything you suggest
woul d be ---.

MR. PENNY: -- others and by the staff, and that's
satisfactory to ne. That's fine.

CHAI RVAN MOYNI HAN:  Very well. M. Goss, you have been
unaccount ably subdued today. |Is it because you agree with
everything you' ve heard or because you're aghast?

(Laughter)

MR, BLAHOUS: O aghast, as the case may be.

MR. PARSONS:. Handle that pitch.

MR. GOSS: Hardly aghast, Senator Mynihan. | wasn't
expecting you to raise this issue and offer nme the opportunity to
just nmake a couple comments. | guess | would seize the
opportunity, though, just on a couple of points. That is, first
of all, with respect to the 2016 and 2038 dates, obviously both
of these are dates of significant concern, and in reading through
the comm ssion draft report, now | believe accepted, | think very
clear distinctions have been nade between these dates and very
effectively in the discussion earlier today by a nunber of
menbers of the commi ssion. They've done a very good job | think

of making the distinctions. The way that we oftentines think of
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the distinctions between these dates is the 2038 date is the date
whi ch | think many peopl e have sai d everybody agrees based on the
projections that there is clearly a Social Security problem at
that stage of the gane. There wll not be sufficient tax
revenues and there will be no remaining Trust Fund assets to be
able to pay the benefits. The 2016 issue is a little bit
different. Cearly there's a problemhere, but the nature of the
problemis probably in the broader context of the Federal
government as a whole. Fromthe narrow point of view of the
Social Security program and the Social Security trust funds,
there would be the view that the trust funds are there, as many
peopl e nentioned. Gnen King, Estelle, | think sone others said
the Trust Fund securities, the Treasury securities are there and
that they would be redeened. The issue is, of course, the
difficulty of redeem ng those, and that is a broader budgetary, a
br oader governnental issue, not necessarily specifically a Soci al
Security problem so-called. The only other coment that | guess
| would nmake would be with regard to the question of the

redi stribution of benefits.

CHAl RMAN MOYNI HAN:  Yes.  Yes.

MR GOSS: That is that I think sonme very, very good
points are made in the report about this. | know there's been
sone discussion, nyself wth staff nenbers, on this issue. There
have been a nunber of academ c studies that have addressed the

redi stribution of benefits, and | would just enphasize that the
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report is very clear on saying that for the retirenment aspect of
the program there are certainly issues for the current program
internms of redistribution. Black Anericans, for exanple,
because they do have shorter |ife expectancies in terns of the
retirement portion of the programtherefore have a tendency to
get |l ess benefit. There are of course sone mtigating itens,
like the fact that black Americans do tend to have | ower earnings
| evel s and therefore, as Aivia nentioned, tend to in the nonthly
| evel of their benefits tend to have a higher replacenent ratio
relative to the earnings. And also, as |I think Gaen nentioned,
the fact that there are certainly also mtigating features which
are the survivors' and disability benefits that the current
systemoffers. | believe the report even is fairly clear in
saying that these aspects may at least in part offset sonme of the
effects of the life expectancy.

CHAI RVAN MOYNI HAN:  Well, | think you heard, | think it
was John Cogan who said that it appears that there really is --
in the end, the Social Security benefits are neutral as regards
on these matters, that there is no redistribution. Ddn't you
say that?

DR COGAN: | think Aivia nentioned that as well.

CHAI RVAN MOYNIHAN:  divia nentioned it as well. And
does that trouble you?

MR GOSS: | think that as a rough cut that that may

very well be nearly the case. | think there are two things to
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keep in mnd on that, and again, | think the report was fairly
clear on this. This concept of neutrality being discussed at
this point would be on a lifetinme benefit basis, not wth respect
to the nonthly benefit. Qdivia was very clear on that. But on a
lifetime basis, because sonme groups that may in fact be getting a
hi gher nonthly benefit relative to what they put in, if the life
expectancy is shorter, that that then works in the other

di rection.

As Aivia also nentioned earlier, I would just want to
mention that we have sort of stepped up our efforts over at the
Ofice of the Actuary at the SSAto try to devel op sone further
data and information to augnent that which has been devel oped in
the academ ¢ community, by way of |ooking at what these rea
differential returns are by race and incone status. This is as
was nentioned | think briefly at the first nmeeting of the
conmi ssi on.

CHAl RMAN MOYNI HAN:  Race, gender and incone.

MR, GOSS: CGender? There are |ots of issues on gender,
and of course, if you look at |I think for instance for H spanic
Anericans, there was a nention, | believe, in the report of how
much noney is paid in by way of contributions versus how nmuch
money cones out. If you |look for instance for wonen, for fenales
in our society, of course, the anmount of noney that is paid in
contributions relative to the benefits that conmes out is very

favorable with respect to wonen. So there are a | ot of ways of
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| ooking at these redistributive aspects, and | think a | arge
nunber of these are included in the report.

CHAI RVAN MOYNI HAN:  As you cone upon or devise further
ways, you'll keep us inforned.

MR. GOSS: Absolutely.

CHAl RMVAN MOYNI HAN:  And | know | can't say too nuch how
grateful we are, not just to the Ofice of the Actuary, but to
the Social Security Adm nistration. You've been wonderfully
responsive. Perhaps you'd tell the Acting Comm ssioner how much
we appreciate that.

MR GOSS: It would be ny pleasure. Thank you, Senator

Moyni han.

CHAI RVAN MOYNI HAN:  Bob Pozen

MR, PQZEN. It mght be useful just to give the staff a
little nore guidance. It seens |ike perhaps we should ask them

to put out a revised question list as soon as practical, and then
ask people to submt sonething by August 15th so that they woul d
have tine to go through the proposed speakers --

CHAI RVAN MOYNI HAN:  Ah.

MR. PQZEN: -- for the 22nd.

CHAI RVAN MOYNI HAN:  Done.  Chuck Bl ahous.

MR. BLAHOUS: | have it, sir.

CHAI RVAN MOYNI HAN: M. Beard.

MR. BEARD: Wy don't you just -- in ternms of having

the public have a chance to express thenselves, | think it's very
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inportant that the whole thing be open and fair, and early on in
t he di scussion people have the opportunity to wite anything they
want and send it to us, which is part of the record, out of which
sone will be allowed to, just because of tine constraints, make
oral comments, but basically the witten coments we're all going
to get themand it's part of reaching out to anybody with a good
idea, and | think froma fairness viewoint it's inportant.

CHAI RVAN MOYNI HAN:  Fair point. Robert Johnson

MR, JOHNSON: M. Chairman, |et me suggest sonething
whi ch m ght be heresy in Washington, such as the call of asking
the public what they mght think about this. 1Is it possible that
we could retain a very well respected polling agency to ask
questions of the public about this broad Social Security issue in
a manner in which while sonme of it is somewhat conplicated but in
a manner in which they woul d understand, and at our presentation
at our first hearing we could have that pollster report on what
data they gl eaned fromthe public's opinion about how t hey woul d
like us to address Social Security? 1 don't know where the noney
will come from | think AOL has a pot of nobney they set aside
for these kind of socially beneficial things.

(Laughter)

MR, JOHNSON. But the point is, to nme it would be
really interesting to see how John and Mary Q Public m ght fee
about these issues and how they woul d expect us to respond to

them That would just be a suggestion.
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CHAI RMAN MOYNI HAN:  It's a good suggestion. W are
going to have a summary of the polling data that does exist.
John.

DR. COGAN: | was going to say that. It strikes ne
it's a good idea to have sone information frompolls, but | think
divia suggested that we m ght be able to get sone information
fromwork that she's already done --

CHAI RVAN MOYNI HAN:  Ri ght. Ri ght.

DR. COGAN. -- collecting and collating polling data.

MR . Mario said he had just done sone. ---.

CHAl RVAN MOYNI HAN:  Mario wil .

DR. M TCHELL: There's been a retirenment confidence
survey also that's been fielded a nunber of tinmes over the years
by the Enpl oyee Benefit Research Institute.

CHAl RMVAN MOYNI HAN:  Ch, sure. Yes.

DR. M TCHELL: Perhaps you can ask themto do an update
and a tinme trend for us.

CHAI RVAN MOYNI HAN: W Il you do that on behalf of the
conm ssi on?

DR M TCHELL: Sure.

CHAI RVAN MOYNI HAN:  Yes. Yes. Comm ssi oner

M5. KING Senator Mynihan, it's been ny experience
t hat everyone who's offered an opportunity to testify will cone
forward except the people who are perhaps closest to the program

and that is the people at the Social Security Adm nistration.
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CHAI RVAN MOYNI HAN:  Oh.

M5. KING | believe they may have sonme views on this
and | don't really think we're going to get those views unless we
ask themdirectly. So I'd really like to invite the Conmm ssioner
or soneone fromthe Adm nistration to cone before us at our next
gathering, if they indeed have sonething they would |like to share
W th us.

CHAI RMVAN MOYNI HAN:  Good i dea, but |et them nake that
judgment, all right? | think it's something that, wouldn't you
agree, they may feel a little bit restrained.

Well, I think we have had a good day. | want to thank
you for the thought and effort that's gone into it. | think
Bl ahous and Brown are going to have a pleasant weekend, but |
think we're noving along well, don't we all agree?

VR. : Yes, sir.

MR. FRENZEL: Excuse ne, M. Chairman. W have
approved the draft as anended by the staff | guess on --
yesterday. |Is that the end of it or is there nore snoothening
bei ng done?

CHAI RVAN MOYNI HAN:  Onh, there will be nore snoot heni ng,

because we' ve been tal king about it. That's what we went round.

MR, BLAHOUS: Fromthe co-chairs and the rest of the
comm ssion we still are ready and able to take additional

wor dsmi t hi ng.
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CHAI RVAN MOYNI HAN:  And we have yet to determ ne
whet her or not the Frenzel coat of arns can be used on the cover

of the report. Let's see. No response. Wll, we'll negotiate.

MR, JOHNSON. Mbtion to adjourn.

CHAI RVAN MOYNI HAN:  There's a notion to adjourn.

(A chorus of seconds)

CHAI RVAN MOYNI HAN: It has been seconded. Those in
favor will say aye.

(A chorus of ayes)

CHAI RVAN MOYNI HAN:  Motion's carried, and we will see
you i n August.

(Wher eupon, the neeting was adjourned at 1:45 p.m)
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