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USE OF AN EXPERT PANEL TO DESIGN LONG-
RANGE SOCIAL SECURITY REFORM

WEDNESDAY, APRIL 1, 1998

HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
Washington, DC.
The Committee met, pursuant to notice, at 10:10 a.m., in room
1100, Longworth House Office Building, Hon. Bill Archer (Chair-
man of the Committee) presiding.
[The advisory announcing the hearing follows:]

o)



ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS

FOR IMMEDIATE RELEASE Contact: (202) 225-1721
March 25, 1998
No. FC-12

Archer Announces Hearing on the Use of an
Expert Panel to Design Long-Range Social
Security Reform

Congressman Bill Archer (R-TX), Chairman of the Committee on Ways and
Means, today announced that the Committee will hold a hearing on the merits of
establishing a bipartisan panel of experts to design long-range Social Security re-
form and how best to engage the American public in the process. The hearing will
take place on Wednesday, April 1, 1998, in the main Committee hearing room, 1100
Longworth House Office Building, beginning at 10:00 a.m.

In view of the limited time available to hear witnesses, oral testimony at this
hearing will be from invited witnesses only. However, any individual or organization
not scheduled for an oral appearance may submit a written statement for consider-
ation by the Committee and for inclusion in the printed record of the hearing.

BACKGROUND:

The Social Security program impacts the lives of nearly all Americans. This year,
the Social Security Administration will pay benefits to nearly 50 million retired and
disabled workers and to their dependents and survivors. Nearly every worker and
his or her employer pays Social Security taxes. Yet in the future, this vital program
will start to run short of benefit demands.

The problem of Social Security insolvency is not unprecedented. In 1983, Congress
enacted a variety of measures to address similar problems that the program was
facing. These measures, in large part, were developed by a National Commission on
Social Security Reform. Historically, the Congress has often relied on expert panels
to thoughtfully and carefully deliberate over complex issues and report back to the
Congress with a single set of recommendations for a solution. Forecasts of future
Social Security insolvency and suggested remedies are being discussed more and
more in the media and at kitchen tables all across the country. Americans want to
learn more and share their views with their elected officials.

FOCUS OF THE HEARING:

The Committee will receive the views of Members of Congress, along with Social
Security experts, on the merits of establishing a bipartisan panel of experts to de-
sign long-range Social Security reform and how best to engage the American public
in the process.

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Any person or organization wishing to submit a written statement for the printed
record of the hearing should submit at least six (6) single-space legal-size copies of
their statement, along with an IBM compatible 3.5-inch diskette in ASCII DOS Text
or WordPerfect 5.1 format only, with their name, address, and hearing date noted
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on a label, by the close of business, Wednesday, April 15, 1998, to A.L. Singleton,
Chief of Staff, Committee on Ways and Means, U.S. House of Representatives, 1102
Longworth House Office Building, Washington, D.C. 20515. If those filing written
statements wish to have their statements distributed to the press and interested
public at the hearing, they may deliver 300 additional copies for this purpose to the
Committee office, room 1102 Longworth House Office Building, at least one hour be-
fore the hearing begins.

FORMATTING REQUIREMENTS:

Each statement presented for printing to the Committee by a witness, any written statement
or exhibit submitted for the printed record or any written comments in response to a request
for written comments must conform to the guidelines listed below. Any statement or exhibit not
in compliance with these guidelines will not be printed, but will be maintained in the Committee
files for review and use by the Committee.

1. All statements and any accompanying exhibits for printing must be typed in single space
on legal-size paper and may not exceed a total of 10 pages including attachments. At the same
time written statements are submitted to the Committee, witnesses are now requested to submit
their statements on an IBM compatible 3.5-inch diskette in ASCII DOS Text or WordPerfect
5.1 format. Witnesses are advised that the Committee will rely on electronic submissions for
printing the official hearing record.

2. Copies of whole documents submitted as exhibit material will not be accepted for printing.
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material
not meeting these specifications will be maintained in the Committee files for review and use
by the Committee.

3. A witness appearing at a public hearing, or submitting a statement for the record of a pub-
lic hearing, or submitting written comments in response to a published request for comments
by the Committee, must include on his statement or submission a list of all clients, persons,
or organizations on whose behalf the witness appears.

4. A supplemental sheet must accompany each statement listing the name, full address, a
telephone number where the witness or the designated representative may be reached and a
topical outline or summary of the comments and recommendations in the full statement. This
supplemental sheet will not be included in the printed record.

The above restrictions and limitations apply only to material being submitted for printing.
Statements and exhibits or supplementary material submitted solely for distribution to the
Members, the press and the public during the course of a public hearing may be submitted in
other forms.

Note: All Committee advisories and news releases are available on the World
Wide Web at “http://www.house.gov/ways__means/”.

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call 202-225-1721 or 202—-226—
3411 TTD/TTY in advance of the event (four business days notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.

Chairman ARCHER [presiding]. The Committee will come to
order.

Good morning. Today’s hearing has been called to begin a na-
tional dialog on saving Social Security and to discuss the creation
of an eight-member, expert, bipartisan panel that will recommend
to the Congress solutions to save Social Security. The panel would
report back to Congress on February 1, next year, so I intend to
pass this bill through Committee and through the House early this
spring so the panel can begin its work.

[The National Dialogue on Social Security Act of 1998 follows:]



4

A Summary of Provisions—The “National Dialogue on Social Security Act
of 1998”—Introduced by Mr. Archer, Mr. Kasich, and Mr. Bunning

TiTLE I:

Establishment of National Dialogue

a. A National Dialogue on Social Security will be convened jointly by the Presi-
dent, the Speaker, and the Senate Majority Leader. The purpose of the National
Dialogue is to engage the American public, through regional conferences, and na-
tional Internet exchanges, in understanding the current program, the problems it
faces, and the need to find solutions that will be workable for all generations.

b. The Dialogue will be coordinated through two Facilitators (one appointed by the
President and one appointed jointly by the Speaker and Senate Majority Leader),
who will be appointed within 30 days of enactment. After consultation with the
President and the Congress, final plans for the development and operations of the
National Dialogue will be submitted to the President and the Congress no later than
60 days after the date of enactment.

c. A Dialogue Council is established to advise the Facilitators in the development
and operations of the National Dialogue. The Dialogue Council will be composed of
36 members, 9 of whom shall be appointed by the Speaker, 9 by the Majority Leader
of the Senate, and 18 by the President.

Those who are appointed shall be selected from a group of 54 individuals—consist-
ing of 3 individuals nominated by each of the following 18 organizations; the Amer-
ican Association of Retired Persons, the United Seniors Association, the American
Federation of Labor and Congress of Industrial Organizations, the National His-
panic Council on Aging, the Older Women’s League, the Association of Private Pen-
sion and Welfare Plans, the Cato Institute, the Employee Benefit Research Insti-
tute, Americans Discuss Social Security, the Third Millennium, the U.S. Junior
Chamber of Commerce, Americans for Hope, Growth, and Opportunity, the National
Federation of Independent Businesses, the Concord Coalition, the National Caucus
and Center on Black Aged, the Campaign for America’s Future, the Heritage Foun-
dation, and the Brookings Institution.

Members of the Dialogue Council shall include both men and women and will be
selected to ensure that 12 members were born before 1946, 12 members were born
in or after 1946 and before 1961, and 12 members were born in or after 1961. The
Dialogue Council will meet at the call of the Facilitators.

d. In order to assure that the widest possible degree of opinion is received, to the
extent practicable and as soon as possible after the date of enactment, each Member
of Congress will develop ongoing systems of communications through the use of the
Internet and other available electronic capabilities. These systems will be developed
with grassroots organizations and other constituency groups within Members’ dis-
tricts. Such groups shall include, but not be limited to, key opinion leaders, journal-
ists, business representatives, union members, and students of all age groups. The
Facilitators shall appoint an Internet Dialogue Coordinator to assist Members in es-
tablishing systems of communication in their districts. The Coordinator will assist
Members’ offices in establishing local web sites, moderated chat rooms, and thread-
ed news groups; assist Members in coordinating a national electronic town hall
meeting on the future of Social Security; advise Members regarding the most effec-
tive technological means for reaching out to constituent groups; and work with other
Internet-oriented groups to broaden the reach of Internet capability.

An Internet Advisory Board is established to advise the Internet Dialogue Coordi-
nator in the most appropriate and effective means of employing the Internet. The
Board will consist of 3 members, appointed by the Facilitators. Board members shall
receive no pay, but shall be reimbursed for travel expenses.

The Internet Dialogue Coordinator shall periodically report to the Facilitators the
results of the systems of communications.

e. The National Dialogue will operate by means of sponsorship by private, non-
partisan organizations of conferences. These conferences shall be convened in local-
ities which are geographically representative of the Nation as a whole, and which
shall provide for participation representative of all age groups.

f. The National Dialogue Facilitators will summarize their findings and submit
these to the Bipartisan Panel to Design Long-Range Social Security Reform on an
ongoing basis, based on information generated by participants in conferences con-
ducted and constituent input received from Members’ offices. The Dialogue will ter-
minate January 1, 1999.

g. General revenues are authorized to be appropriated for the compensation of the
Facilitators and the activities related to the Internet Dialogue.
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TrTLE II
The Bipartisan Panel to Design Long-Range Social Security Reform

Duties:

a. It will be the duty of the Panel to design a single package of long-range Social
Security reforms for restoring the solvency of the Social Security system and main-
taining retirement income security acceptable to six of its members and including
the agreement of both Co-Chairs.

Membership:

a. Eight members; with four appointed jointly by the Speaker of the House and
the Majority Leader of the Senate, two appointed by the President, two appointed
jointly by the Minority Leader of the Senate and the Minority Leader of the House.
These officials will designate two members of the Panel to serve as Co-Chairs. This
arrangement results in equal representation of the two major political parties.

b. The members of the Panel will consist of individuals of recognized standing and
distinction, who can represent the multiple generations with a stake in the viability
of the system, and who possess a demonstrated capacity to discharge the duties im-
posed on the Panel. At least one of the members will be appointed from individuals
representing the interests of employees, and at least one of the members will be ap-
pointed from individuals representing the interests of employers.

c. It will be the role of the Co-Chairs to provide leadership to the Panel and to
determine the duties of and oversee the Panel staff.

d. A vacancy in the Panel will not affect its powers, but will be filled in the same
manner as the original members of the Panel.

Procedures:

a. The Panel will meet at the call of its Co-Chairs or a majority of its members.
A majority of the members will constitute a quorum, but a lesser number may con-
duct hearings. The Panel may hold hearings and undertake other activities as nec-
essary to carry out their duties. Meetings, as determined by the Co-Chairs, held in
order to conduct fact finding will be open to the public. Meetings, as determined by
the Co-Chairs, held in order to determine policy, may be held in executive session,
not withstanding any other provisions of the law.

Administration:

a. Members of the Panel will serve without compensation, except that members
of the Panel who are private citizens of the United States will be reimbursed for
travel, subsistence, and other necessary expenses incurred in the performance of
their duties as members of the Panel.

b. The Panel will, without regard to the provisions of title 5, United States Code,
relating to the competitive service, appoint a Staff Director who will be paid at a
rate not to exceed the rate established for level III of the Executive Schedule.

c. In addition to the Staff Director, the Panel will appoint such additional person-
nel as the Panel determines to be necessary and may compensate such additional
personnel without regard to the provisions of title 5, United States Code, relating
to competitive service.

d. The Panel will incur other additional expenses, including, if necessary, contrac-
tual expenses as may be necessary to carry out its duties.

e. The Commissioner of Social Security will make such data and information nec-
essary to the Panel to enable it to carry out its duties. The Panel may secure from
any other department or agency of the United States such data and information as
may be necessary to enable it to carry out its duties.

The Architect of the Capitol, in consultation with the appropriate entities in the
legislative branch, will locate and provide suitable office space, necessary equip-
ment, and such administrative support services as the Panel may request on a reim-
bursable basis.

g. The Panel will make its report to the President, the Senate Committee on Fi-
nance and the House Committee on Ways and Means no later than February 1,
1999. The Panel will terminate March 31, 1999.

h. Funds, not to exceed $2 million, are authorized to be appropriated from the
0Old-Age and Survivors Insurance Trust Fund to carry out the purposes of this title.

Chairman ARCHER. For tens of millions of senior citizens, Social
Security has been a wonderful success. Written in 1935, Social Se-
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curity has protected our seniors, reduced poverty, and strengthened
our families. If ever there was a depression-era program that has
done good work for citizens, it is Social Security.

But Social Security faces a long-term crisis. To solve it, politi-
cians in Washington must begin now, and we must put partisan-
ship aside. This may be the biggest test of our democracy since its
inception. Can a democracy come to grips with a long-term problem
and make difficult political decisions before we reach the cliff of
desperation? And the jury is still out on that. We must bring the
jury back with a positive answer because we’re all in this together.
From 116-year-old Esteller Jones of Waynesborough, Georgia—re-
portedly the oldest living American—to little Dillon Paul Keever
who was born at 8:04 a.m. this morning at Memorial Southwest
Hospital in Houston, Texas, as one of my newest constituents.

As we proceed, we must do two things: We must honor our com-
mitments to today’s seniors and those who will retire soon, and we
must also protect young people so Social Security works well for
them. Social Security must be intergenerationally fair.

At my request, the nonpartisan Congressional Research Service
analyzed for retirees this year the amount of time it takes to re-
cover the value of their taxes paid plus interest. The information
demonstrates that Social Security has been a fabulous program to
date, but for baby boomers and everyone younger there are major
problems. For average earners who retired in 1980, they got back
the retirement portion of their Social Security taxes and their em-
ployer’s share of the taxes plus interest in just 3 years. When they
turned 68, they had recovered everything. By any standards, that
is a good deal.

But the same average earner today is 65 years old, making
$25,000 a year, will live an average of 15 years; that is, they’ll have
to turn 80 before they get their money back. For most people, that’s
still a reasonably good deal.

But I'm afraid the good deal ends right around this year. For
tens of millions of working people younger than 65, Social Secu-
rity’s problems have already begun. Average earning 48-year-olds
will have to live to 89 to get their money back, and average 38-
year-olds will have to make it to 91. And you should be aware that
I have said average because if you are above average as a wage
earner, it will take even longer as the benefits are reduced for
those in higher income relative to the benefits for those in the
lower income. If you are younger than 91, Social Security’s message
seems to be: eat well and get plenty of exercise because you will
have to live into the hundreds to get a return on the Social Secu-
rity money that’s taken out of your paycheck.

We can'’t raise taxes to solve this problem because someone mak-
ing more than $65,000 a year can really forget about it. Forty-
eight-year-olds making $65,000—the maximum taxable wage
base—will have to reach 104 years old to get their money back and
38-year-olds have to live to 117.

Now there is more to Social Security than money. There’s family
security, family protection, and peace of mind. However, each gen-
?ration must be treated fairly, and that’s the challenge that we
ace.

[The opening statement follows:]
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Opening Statement of Hon. Bill Archer, a Representative in Congress from
the State of Texas

Good morning.

Today’s hearing has been called to begin a national dialogue on saving Social Se-
curity, and to discuss the creation of an eight-member, expert, bi-partisan panel
that will recommend to the Congress solutions that save Social Security. The panel
would report back to Congress on February 1st next year, so I intend to pass this
bill through Committee and through the House early this Spring so the panel can
begin its work.

For tens of millions of senior citizens, Social Security is a wonderful success. Writ-
ten in 1935, Social Security has protected our seniors, reduced poverty, and
strengthened our families. If ever there was a depression era program we can be
proud of, Social Security is it.

But Social Security faces a long-term crisis. To solve it, politicians in Washington
must begin work now and we must put partisanship aside. We’re all in this to-
gether, from 116-year old Esteller Jones of Waynesboro, Georgia, reportedly the old-
est living American, to little Dillon Paul Keever, who was born at 8:04 this morning
at the Memorial Southwest Hospital in Houston, Texas.

As we proceed, we must do two things. We must honor our commitments to to-
day’s seniors and to those who will retire soon. We must also protect young people
so Social Security works for them as well.

At my request, the non-partisan Congressional Research Service analyzed, for re-
tirees this year, the amount of time it takes to recover the value of their taxes paid
plus interest. The information demonstrates that Social Security has been a fabu-
lous program to date...but for baby boomers and everyone younger, there are major
problems.

For average earners who retired in 1980, they got back the retirement portion of
their Social Security taxes and their employer’s share of the taxes, plus interest, in
just three years, when they turned sixty-eight. That’s a good deal.

The same average earner who today is 65-years old, making $25,000 a year, will
have to live 15 years, that is, they’ll have to turn 80, before they get their money
back. For most people, that’s also a pretty good deal.

But I'm afraid the good deal ends right around this year. For tens of millions of
working people younger than sixty-five, Social Security’s problems have already
begun.

Average earning 48-year olds will have to live to 89 to get their money back. Aver-
age 38-year olds will have to make it to 91.

If you're younger than that, Social Security’s message seems to be eat well and
get plenty of exercise, because you'll have to live into the hundreds to get a fair re-
turn on the Social Security money that’s taken out of your paycheck.

We can’t raise taxes to solve this problem because someone making more than
$65,000 a year can really forget about it. Forty-eight year olds making $65,000, the
maximum taxable wage base, will have to reach 104 years old to get their money
back and thirty-eight year olds will have to live to 117.

Now, there’s more to Social Security than money. There’s family security, family
protection, and peace of mind. However, each generation must be treated fairly and
that’s the challenge we face.

This morning, we’re honored to be joined by three particularly distinguished
guests representing three generations of Americans. Our nation’s youngest senior
citizen, Bob Dole; a baby boomer, Newt Gingrich; and Melissa Hieger, a generation
Xer from the non-partisan Third Millennium. We also have a panel of experts from
several organizations dedicated to saving Social Security.

My colleagues, the American people have never retreated from a crisis, and we
must not do so on this issue. Our task is to solve this problem so when little Dillon
Keever grows up and starts working, he’ll never even know Social Security was in
a crisis.

When it comes to Social Security, I suspect the American people are well ahead
of us. We now must catch up with the people and do so in a bi-partisan spirit, re-
membering that young people have grandparents they love, and senior citizens have
grandchildren they adore. We are in this together.

Chairman ARCHER. This morning, we're honored to be joined by
three particularly distinguished guests representing three genera-
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tions of Americans. Our Nation’s youngest senior citizen—is that
really true, you're our youngest senior citizen

Senator DOLE. I think so. [Laughter.]

Me and Strom.

Chairman ARCHER [continuing]. Bob Dole; and a baby boomer,
Newt Gingrich; and Melissa Hieger, a generation Xer from the non-
partisan Third Millennium.

We also have a panel of experts from several organizations dedi-
cated to saving Social Security.

My colleagues, the American people have never retreated from a
crisis and we must not do so on this issue. Our task is to solve this
problem so that when little Dillon Keever grows up and starts
working, he’ll never know Social Security was a crisis.

When it comes to Social Security, I suspect the American people
are well ahead of us. We now must catch up with the people and
do so in a bipartisan spirit remembering that young people have
grandparents that they love, and senior citizens have grand-
children that they adore. We're all in this together.

And I now yield to Mr. Stark for any statement that he might
like to make on behalf of the Minority. And without objection, all
Members will have the right to insert written statements in the
record at this point.

Chairman ARCHER. Mr. Stark.

Mr. STARK. Thank you, Mr. Chairman.

Thank you for calling this hearing on the use of an expert panel
to design a long-range Social Security reform. Your timing is excel-
lent. We have a budget surplus. We can rather accurately antici-
pate the level of shortfall for the trust funds, and we actually have
a good bit of time to proceed methodically. So, while I don’t dispute
your need for action, I'm baffled by your suggestion that this Com-
mittee delegate to another panel, at this point in time, this matter
of utmost importance to our Nation. We basically have more experi-
ence in Social Security matters than any other panel that you could
possibly assemble, and what better combination of policy expertise
and political judgment could there be in this House than the Com-
mittee on Ways and Means.

I understand and I recall that a few of us, Mr. Chairman, were
here in 1983 when we had this problem before, and we ended up
with a commission because there was a political stall. But first the
politicians tried to tackle the issue, then the commission came back
with a solution, and we ended up again with Pickle v. Pepper, as
you recall. And Pickle won—our colleague from Texas; Texans al-
ways win I suspect in this round. Mr. Chairman, we know there
will be something that comes up in this whole resolution to Social
Security that will be politically tough for us. We've got time. Why
don’t we find out what that tough decision is?

As we like to say oftentimes when you and I and Senator Dole
in the past—we kind of go and get the chaff when we were having
conference committees—Ilet the staff deal with the majority of the
technical issues; let’s find out the issues surrounding the tough po-
litical votes. And we don’t have to get into a fight over it, but those
issues will certainly rise to the surface rather quickly. And let a
panel then come back to us, if that will help us all, politically, to
do the right thing. I just think that we’re starting too soon to dele-




9

gate our responsibility to people who don’t nearly have our staff ex-
perts, don’t have our personal expertise, and don’t go to our town
meetings. I am confident there isn’t any Member of this panel that
doesn’t go home every other weekend and hear from the seniors in
our districts, and doesn’t have dedicated staff people working al-
most full time on solving Social Security problems for our constitu-
ents. There is no other group in this country that has our collective
ability to understand the problems and the benefits of this system.

So I would urge you, Mr. Chairman, to let our Committee work
on this at least for the rest of this year. And we can come back,
let’s say after the election, literally, work in November and Decem-
ber when we won’t have the pressures of an election facing us; at
that time we can get our work done, and then hand the ball off to
a commission, if it is still needed.

[The opening statement follows:]

Opening Statement of Hon. Pete Stark, a Representative in Congress from
the State of California

Mr. Chairman:

Thank you for calling this hearing on the use of an expert panel to design long
range Social Security Reform.

The timing is excellent. We have a budget surplus and we can rather accurately
anticipate the level of shortfall for the trust funds. We have time to proceed me-
thodically.

So, while I don’t dispute the need for action, I am baffled by your suggestion that
this Committee delegate to another panel this matter of utmost importance to our
nation.

This Committee collectively has more experience in Social Security matters than
any other panel that could possibly be assembled. What better combination of policy
experti?se and political judgment could there be than Committee on Ways and
Means?

Through our hearing process, we can hear from the best thinkers of our day what
the problems are and the ramifications of possible solutions.

Through our Town Meetings, we continue the national dialogue. Is there any one
of us who doesn’t frequently go home to their constituents to discuss Social Security
coverage and solvency concerns?

Mr. Chairman, I'm ready to roll up my sleeves and start today. We don’t need
a commission or panel to do our work first. I recognize the Mrs. Kennelly, the rank-
ing Democrat on the Social Security subcommittee for the balance of my time.

Mr. STARK. I'd like to yield now, if I may, to Mrs. Kennelly for
the balance of my time. She’s the Ranking Democrat on the Social
Security Subcommittee.

Ms. KENNELLY. Thank you, Mr. Stark; thank you, Chairman Ar-
cher.

I think it’s very important that we spend this year having a na-
tional dialog on the future of Social Security. Social Security has
been our most successful program. Without it, one out of two elder-
ly people would live in poverty, and so would millions who’s par-
ents have died or become disabled.

But the country is facing some serious demographic changes and
we all know it. Life expectancy has increased significantly, and the
large baby boom generation is nearing retirement. Changes clearly
have to be made.

The American public has begun to engage in this debate. On
April 7, in Kansas City, a bipartisan forum will be held to discuss
Social Security. The forum is being organized by the American As-
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sociation of Retired People and the Concord Coalition. In addition,
the Pew Charitable Trust recently held a bipartisan national elec-
tronic townhall meeting linking 10 cities. Numerous other organi-
zations—think tanks, citizens groups—are holding meetings across
the city. Many Members of Congress, as Mr. Stark said, are having
their own meetings. The Social Security Subcommittee already has
had eight hearings. It’s encouraging to see the range and the depth
of the debate.

I question whether we need another mechanism, one which is ex-
pensive and complex, layered on top of this blossoming debate. For
its part, the Congress needs to keep its pledge to save Social Secu-
rity first. We must not spend the budget surplus, and we have to
reform Social Security. As Alan Greenspan has said: We must re-
sist the temptation to commit future budget surpluses prematurely.
Acting now to spend the projected budget surpluses will damage
our ability to protect Social Security for the future.

In contrast, drawing down the debt will clearly enhance economic
growth. That is what we should be talking about. The result would
be a rapidly improving standard of living for both future workers
and retirees.

I look forward to this debate. We thank Mr. Gingrich and Sen-
ator Dole for being here.

[The opening statement follows:]

Opening Statement of Hon. Barbara Kennelly, a Representative in
Congress from the State of Connecticut

Mr. Chairman, I think it is very important that we spend this year having a na-
tional dialogue on the future of the Social Security program. Social Security has
been our most successful national program. Without it, one out of two elderly people
would live in poverty. So would nearly a million children whose parents have died
or become disabled.

But the country is facing some serious demographic changes. Life expectancy has
increased significantly and the large Baby Boom generation is nearing retirement.
Thus, changes clearly have to be made.

The American public has already begun to engage in this debate.

On April 7th in Kansas City, a bipartisan forum will be held to discuss the future
of Social Security. That forum in being organized by the American Association of
Retired Persons and the Concord Coalition. In addition, the Pew Charitable Trust
has recently held a bipartisan national electronic town hall meeting linking 10 US
cities—and has plans to do more. Numerous other organizations, think tanks, and
citizen groups are holding meetings across the country. Many Members of Congress
are convening town hall meetings in their districts. The Social Security Subcommit-
tee has already held eight hearings. It is encouraging to see the range and depth
of the debate. I question whether we need another mechanism—one which is expen-
sive and complex—layered on top of this blossoming debate.

For its part, the Congress needs to keep its pledge to “Save Social Security First.”
We must not spend the budget surplus until we have acted to reform Social Secu-
rity. As Alan Greenspan has said—we must resist the temptation to commit future
budget surpluses “prematurely.” Acting now to spend the projected budget surpluses
will damage our ability to protect Social Security for the future. In contrast, draw-
ing down the debt will clearly enhance economic growth—in a way that other com-
mitments will not—and result in a more rapidly expanding standard of living for
both future workers and retirees.

I look forward to today’s discussion.

Chairman ARCHER. The Chair yields the balance of his time to
the gentleman from Kentucky, Mr. Bunning, the Chairman of the
Social Security Subcommittee for his statement.
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Mr. BUNNING. I thank the Chairman for yielding. I'd like to just
say a few words—not too much time.

First of all, Social Security, as everybody knows in this room, af-
fects almost every American, and each of us has a stake in the fu-
ture of this vital program. Forecasts of future Social Security insol-
vency and suggested fixes have made their way out of the beltway
onto the kitchen tables all over this country. Americans are often
well ahead of Washington when it comes to knowing what needs
to really be done. Real Social Security reform cannot take place
without Americans weighing in.

The fact that today we have a balanced budget and now see the
potential significant budget surpluses for the next 10 years, gives
us a golden window of opportunity to strengthen Social Security.
We should not let that opportunity pass.

That’s why I'm proud to join with Chairman Archer and Mr. Ka-
sich as an original cosponsor of H.R. 3546, the National Dialogue
on Social Security Act of 1998. This is just one more step—creating
this national dialog—to getting all people talking about solutions.
It is through people talking that consensus can be reached to find
real solutions that will work for all our generations.

The next step is to put together a bipartisan panel of experts to
actually design long-range Social Security reform. These individ-
uals will hammer out a plan that will work for all of us. Of course,
we have the ultimate responsibility for passing or not passing the
real reforms in the Ways and Means Committee, the Social Secu-
rity Subcommittee, but we need the dialog so that we have a con-
sensus built up from the American people.

I'm looking forward to hearing from our panels today on their
input on this very, very important bill, and look forward to working
with each and every one on the Ways and Means Committee to
craft a bill that will be acceptable to all generations.

[The opening statements of Mr. Bunning and Mr. Ramstad fol-
low:]

Opening Statement of Hon. Jim Bunning, a Representative in Congress
from the State of Kentucky

Social Security affects the lives of nearly every American and each of us has a
stake in the future of this vital program. Forecasts of future Social Security insol-
vency and suggested fixes have made their way out of the beltway and onto kitchen
tables all over the country. Americans are often well ahead of Washington when it
comes to knowing what needs to be done. Real Social Security reform cannot take
place without Americans “weighing in.”

The fact that, today, we have balanced the budget—and now see the potential
of significant budget surpluses for the next ten years—-gives us a golden window
of opportunity to strengthen Social Security. We should not let that opportunity
pass us by.

That’s why I'm proud to join Mr. Archer and Mr. Kasich as an original cosponsor
of H.R. 3546, the “National Dialogue on Social Security Act of 1998.”

Creating a National Dialogue is the first step to getting people talking. It is
through people talking that consensus can be reached to find solutions that will
work for all generations.

The next step is to put together a bipartisan panel of experts to actually design
long-range Social Security reform. These individuals will hammer out a plan that
will work for all of us. This Panel will help to focus our efforts so that we can get
the job done for the American people.

I look forward to hearing the views and recommendations of our witnesses today.
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Opening Statement of Hon. Jim Ramstad, a Representative in Congress
from the State of Minnesota

Mr. Chairman, thank you for calling today’s hearing to discuss H.R. 3546, the Na-
tional Dialogue on Social Security Act.

A national dialogue on this important issue is long overdue. My constituents
began this dialogue with me long ago at town meetings and through letters and
calls. My constituents know the facts: the Social Security Trust Fund is nothing but
a drawer full of IOUs and the ratio of workers paying into this magical trust fund
to beneficiaries drawing out benefits is getting smaller every year.

As we all know, Social Security was originally designed to supplement individual
retirement savings and pensions to allow seniors to live comfortably throughout
their retirement years. For the most part, this has been a success and it is for this
reason that Social Security must be protected and preserved.

Yet, this programmatic “safety net” also led many Americans to falsely believe So-
cial Security alone was sufficient to support them through retirement. Today, far
too many seniors do not have personal retirement sources to supplement Social Se-
curity benefits and find it hard to meet all their personal and medical needs.

And looking at the bigger picture, our country’s savings rate is abysmally low
across all age groups and compares miserably to that of our partners in the Group
of Seven industrialized nations (G-7).

That’s why I hope that our national debate will also address the related issue of
personal savings. I am not only talking about the proposals to direct payroll taxes
into special voluntary Personal Retirement Accounts, but also individual initiatives
to save through mutual funds, IRAs or participate in 401k plans.

The demands on the Social Security system grow larger by the hour, but by ad-
dressing this issue now—before it is an overwhelming crisis—just may give us the
time and flexibility to make changes that will actually protect and preserve the pro-
gram for generations to come.

Thank you again, Mr. Chairman, for calling this hearing. I look forward to hear-
ing from today’s witnesses about designing long-range social security reform.

Chairman ARCHER. We do have a distinguished panel, and we'’re
going to start off with Senator Dole who was a member of the
Reagan Commission on Social Security Reform in 1982 and has
enormous knowledge and background and experience, and besides
that represents, I suppose, the senior citizens of today. So, Senator
Dole, we're delighted to have you with us, and we’d be pleased to
hear from you and your ideas on Social Security.

STATEMENT OF HON. ROBERT DOLE, SPECIAL COUNSEL,
VERNER, LIIPFERT, BERNHARD, MCPHERSON, AND HAND;
AND FORMER U.S. SENATOR AND FORMER SENATE
MAJORITY LEADER

Senator DOLE. Thank you, Mr. Chairman, and Members of the
Committee. It’s good to be back in the Ways and Means Committee
hearing room again.

I would say at the outset that this is an important issue, and
when I look back over my legislative career I've been asked what
was I proudest of, and I've picked out this effort in 1983 to rescue
Social Security. When I look back over my period of 35% years in
the Congress, I just sort of picked that one out as one I thought
was very important.

I appreciate the opportunity to address this group about my per-
sonal experience with the use of a panel of experts to address So-
cial Security reform. And it’s rather hard to believe that just over
15 years ago, on January 26, 1983, I introduced S.1, a bill to imple-
ment the consensus recommendations of the National Commission
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on Social Security Reform. It was my view that the consensus
reached by the Commission held the potential for marking the end
of a bitter period of political partisanship. And I can tell you that
it was very, very bitter, and I don’t think it’s going to change that
much in a year or two. It was at that time that Republicans and
Democrats, the House and Senate, the Congress and the executive
branch, all demonstrated the degree of cooperation so essential for
enacting a responsible Social Security financing bill.

Now, I never liked the line of the argument that said: Let’s take
the politics out of the process. Name a commission and let the wise
men decide. I don’t like that line of argument because I've always
believed the American people have already selected a commission
to deal with these things; it’s called the Congress of the United
States. But on rare occasions, as we found out in 1983, a commis-
sion can get the job done. And I would like to note that Chairman
Roth and Senator Moynihan have a little different idea that they
were all talking about, but it’s time to begin Social Security reform.

And as you know, the long-term deficit today is actually greater
than it was in 1982 and 1983. The Social Security crisis of the
early eighties was actually more imminent because we were told in
January if we didn’t do something, the checks were going to be late
in July. We were up against it; we had to do something. And I
think now you probably have 10 years, but it’s time to start.

The National Commission on Social Security Reform, of which I
was a member, had been created by executive order 1 year earlier.
And at that time, the Social Security Program had been embroiled
in political controversy for months. The system moved closer and
closer and closer toward insolvency as proposals for financial re-
form were subject to political attack and prospects for any biparti-
sanship seemed remote.

I think we started down the path to compromise, as I look back
on it, largely due to just a happenstance in the U.S. Senate—and
I'm certain there are others who played just as prominent a role.
But I remember, I'd written an op-ed piece for the New York
Times, which was published the day Congress opened on January
3, 1983, and I mentioned one of the challenges we had was Social
Security. And I remember on that same day Senator Moynihan
walking over to me and saying are you serious about that. I was
then Chairman of the Finance Committee, and I said, “Yes, I'm se-
rious,” because our Commission had just about collapsed; we’d just
about given up on getting anything done. So the two of us started,
and we brought in more and more and finally we had the whole
Commission back on track. And in a matter of 15 days we'd re-
solved our differences and proceeded to vote in the Commission.
The vote was 12 to 3, which I thought was a pretty good vote.

We had a series of meetings. We brought in White House rep-
resentatives, we had Democrats and Republicans. We made every
effort to keep in close contact with all the members of the Commis-
sion. As we neared a compromise, we also kept in touch with every
other group that obviously had an interest in this.

And so, on January 15, as I have said, we did what some thought
was impossible: we took the politics out of Social Security for the
first time in my memory. And it hasn’t changed much since then.
So we had the cooperation of the President. We had the cooperation
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of Speaker O’Neill; we had the cooperation of the Majority Leader
at that time—Senator Baker in the Senate. And so we put this con-
sensus package together.

It wasn’t the only accomplishment of the Commission I might
add—and I'll ask that my entire statement be made a part of the
record. We also reached an agreement—a unanimous agreement—
on the size of the short- and long-term deficits in the Social Secu-
rity Cash Benefits Program. In concrete terms, the Commission
quantified the seriousness and the urgency of the financing pro-
gram. Only 1 year earlier, we’d drawn these partisan lines between
those who did not believe there was any financing problem at all
until the year 2000—they were totally wrong. The Commission also
provided a valuable forum for the diverse views on Social Security.

With the able leadership of then-Chairman Alan Greenspan, and
with the expert assistance of Executive Director Robert Myers, we
also had Bob Ball a member of the Commission—both he and Bob
Myers have worked together—members of both political parties
were able to work together in studying the Social Security financ-
ing problems and options for financial reform. In the final weeks
before legislation was introduced, we engaged in very intensive ne-
gotiations—you know what those amount to. They were sort of free
of political partisanship. I remember meeting in the Blair House.
I remember working with Claude Pepper, among others, and we
were all in there trying to get it done because we knew we were
going to be responsible—we were going to be letting down about 40
million seniors—if we didn’t do something. So I think the Commis-
sion, at that time, was the cornerstone to our success in reaching
a consensus package.

Ultimately, workable legislation requires concessions from all of
the parties who have a stake in Social Security. And I remember
on this particular package, nobody liked it, which meant to me it
was probably a pretty good package. And it passed by a good vote
in both the House and the Senate. Not every Member was happy;
some couldn’t bring themselves to vote for it, which was fine. There
were some things that obviously we all objected to, but overall we
thought the system worked fairly well.

So, I think you are facing a different challenge now from the one
we faced. Over the short term, as I said, the next 10 years or so,
Social Security can continue to pay benefits. Over the long term,
however, and the Chairman just alluded to this, it will not be able
to honor the benefit commitments, and there is widespread recogni-
tion that impending demographic shifts may significantly raise
Federal entitlement spending early in the next century. And I
think you’ve got to make the change sooner than later. I don’t
know if you have 10 years, you may waste 9% years, as we did;
but I would hope that there would be some impetus to start on the
program now and to get it done.

Then, as now, a balanced solution—an intergenerationally fair
solution—will involve bringing the cost of Social Security into line
with the willingness and the ability of our working population to
finance the system. The tax burden is already heavy and the con-
fidence of young people is critically low. There is growing sentiment
that the value of Social Security needs to be improved for younger
workers. There are a lot of proposals out there to let people invest
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a portion of their payroll taxes privately. These proposals have ben-
efits and risks that will have to be weighed carefully. And I think
you have this very rare window of opportunity to make something
happen in that area.

So, I'd say finally, we thought we had fixed the problem for 75
years. Obviously, we didn’t fix it for 75 years, it was closer to 25
years. So, it didn’t turn out to be the case because it’s a very com-
plex program—very complex problem—and a shift in only one vari-
able over the long run can affect the long-term projections.

Yet, over the past 15 years, I think it’s fair to say that two things
have not changed: the importance of retirement security to this
country and politics. They haven’t changed. And I don’t think
they’re going to change. Even though I call this my proudest
achievement, I got beat up pretty well in 1996 on Social Security.
We thought we had probably rescued the program at that time. So,
I don’t see the politics changing. But I see a number of Members
of this Committee on both sides of the aisle who I think can work
together, and perhaps this will be a step in that direction.

So, Mr. Chairman, there are 44 million Americans receiving ben-
efits, and there are 148 million working people who support the
system, and they deserve more than another quick fix. We've gone
through all that process, too, that holds the system together until
we have the next crisis which could be 5 or 10 years. And con-
fidence in the long-term viability of Social Security will be restored
only by enacting measures which reinforce personal responsibility,
put the system on sound financial footing, and do so without impos-
ing an unrealistic tax burden on present and future workers.

So I, Mr. Chairman, applaud your efforts. And I hope the efforts
will be bipartisan. And I know sometimes that’s difficult to do, par-
ticularly with an issue like Social Security. But the bottom line is,
my experience with senior citizens—and now that I'm in that cat-
egory—I don’t think they are looking for solutions. I think they dis-
miss a lot of the political charges, and I think this would be a good
step in the right direction.

Thank you.

[The prepared statement follows:]

Statement of Hon. Robert Dole, Special Counsel, Verner, Liipfert,
Bernhard, McPherson, and Hand; and Former U.S. Senator and Former
Senate Majority Leader

I appreciate the opportunity to be here today to talk about my personal experience
with the use of a panel of experts to address Social Security reform. It’s hard to
believe that just over 15 years ago, on January 26, 1983, I introduced S.1, a bill
to implement the consensus recommendations of the National Commission on Social
Security Reform. It was my view that the consensus reached by the Commission
held the potential for marking the end of a bitter period of political partisanship.
It was at that time that Republicans and Democrats, the House and the Senate,
Congress and the Executive, all demonstrated the degree of cooperation so essential
for enacting a responsible Social Security financing bill.

Now, I never liked the line of argument that said, “Let’s take the politics out of
the process. Name a commission and let the wise men decide.” I don’t like that line
of argument because I've always believed the American people have already selected
g commission to deal with these things: its’s called the Congress of the United

tates.

But on rare occasions, a commission can get the job done. And I would like to
note that Chairman Roth and Senator Moynihan have each proposed a somewhat
different way of getting the job done through legislation. However, the bottom line
remains: it is time to begin Social Security reform.
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Although the long-range deficit today is actually greater than it was in 1982-
1983, the Social Security crisis of the early eighties was actually more imminent.
The Social Security program was not going to be able to pay benefits on time begin-
ning that summer. The National Commission on Social Security Reform, of which
I was a member, had been created by Executive Order a year earlier, and at that
time, the Social Security program had been embroiled in political controversy for
months. The system moved closer to insolvency as proposals for financial reform
were subject to political attack. Prospects for a bipartisan consensus seemed remote.

We started down the path of compromise largely due to a conversation Senator
Moynihan and I had on the Senate Floor on the day the new members were being
sworn in—January 3, 1983.

That started a series of meetings among Commission members, and eventually
those meetings were enlarged to bring in White House representatives and rep-
resentatives of the Speaker and others. We made every effort to keep in close con-
tact with all the members of the Commission, and as we neared a compromise, we
consulted with all who had a direct interest.

On January 15, 1983, the 15 member National Commission on Social Security Re-
form accomplished what some had said was impossible. With the cooperation and
approval of President Reagan and House Speaker O’Neill, the Commission forged
a consensus reform package with bipartisan support.

Agreeing to the essential provisions of a Social Security solution was not the only
accomplishment of the National Commission. The Commission also reached unani-
mous agreement on the size of the short and long term deficits in the Social Secu-
rity cash benefit programs. In concrete terms, the Commission quantified the seri-
ousness and the urgency of the financing program. Only a year earlier, partisan
lines had been drawn between those who did not believe there was any financing
problem at all before the year 2000. The Commission also provided a valuable forum
for diverse views on Social Security. With the able leadership of then Chairman
Alan Greenspan and with the expert assistance of Executive Director Robert Myers,
members of both political parties were able to work together in studying the Social
Security financing problem and options for financial reform. In the final weeks be-
fore legislation was introduced, we engaged in intensive negotiations, which were,
to a large extent, free of political partisanship that so seriously damaged efforts for
responsible reform in 1981.

In my view, the National Commission was the cornerstone to our success in reach-
ing a consensus package. Ultimately, workable legislation requires concessions from
all of the parties who have a stake in Social Security, cue no one Member was
happy with every specific recommendation, the important fact is that consensus was
reached on how to save the system.

Today, the Social Security system is facing a different challenge from the one you
and I faced, Mr. Chairman. Over the short term, the next 10 years or so, Social Se-
curity can continue to pay benefits. Over the long term, however, the system will
not be able to honor its benefit commitments and there is widespread recognition
that impending demographic shifts may significantly raise federal entitlement
spending early in the next century. Change must be made sooner rather than later,
to avoid more serious impacts on future beneficiaries as baby boomers begin to re-
tire.

Then, as now, a balanced solution—an intergenerationally fair solution—will in-
volve bringing the cost of Social Security into line with the willingness and ability
of our working population to finance the system. The tax burden is already heavy
and the confidence of young people is critically low. There is growing sentiment that
the value of Social Security needs to be improved for younger workers. There are
a lot of proposals out there to let people invest a portion of their payroll taxes pri-
vately. These proposals have benefits and risks that will have to be weighed care-
fully. You have a rare window of opportunity.

Back in 1983, we figured we had the problem solved for the next 75 years. Unfor-
tunately, that didn’t turn out to be the case. Social Security is extremely complex
and a shift in only one variable over the long-run can significantly affect the long
term projections. Yet, over the past 15 years, two things haven’t changed: the impor-
tance of retirement security to this country—and politics. A panel of experts, such
as you have proposed, can provide real solutions, which will serve as a lighthouse
to help weather any political storm.

The American people, the 44 million receiving benefits and the 148 million work-
ing people who support the system, deserve more than another quick fix that holds
the system together until the next crisis comes along. Confidence in the long term
viability of Social Security will be restored only by enacting measures which rein-
force personal responsibility, put the system on sound financial footing, and do so
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without imposing an unrealistic tax burden on present and future workers. I ap-
plaud your efforts in moving the process forward, and wish you every success.

Chairman ARCHER. Thank you, Senator Dole.

Our next witness is Melissa Hieger who is here to speak for the
younger generation that has a strong, strong interest in a program
that is intergenerationally fair. Ms. Hieger, we're glad to have you
with us and we would pleased to receive your testimony.

STATEMENT OF MELISSA HIEGER, NATIONAL BOARD
MEMBER, THIRD MILLENNIUM

Ms. HIEGER. Thank you.

Good morning, ladies and gentleman. Thank you, Mr. Chairman,
for including Third Millennium in this dialog about Social Security,
the largest program in the Federal Government. We greatly appre-
ciate the fact that you have chosen to include voices from all gen-
erations in this critically important debate today.

My name is Melissa Hieger, and I am a board member of the
New York-based Third Millennium, a national, nonpartisan organi-
zation launched in 1993 by young adults offering solutions to long-
term problems facing the United States. I am also a Ph.D. can-
didate in economics at Boston University. My research focuses on
public pension reform and retirement policy.

Today you have asked me to address two issues: the merits of es-
tablishing a bipartisan panel to design long-range Social Security
reform, and the best way to engage the American public in the
process of this reform. I will address these issues one at a time.

Regarding the proposed panel, it is fair to ask: Is it really nec-
essary? After all, the 32-member Kerrey-Danforth Commission in
1994 effectively laid out the options for reform, and that panel’s co-
chairman made reasonable recommendations that are still under
consideration today. Then 15 months ago, the President’s 13-
member Social Security Advisory Council issued a report that pre-
sented three divergent paths for Social Security. Clearly, we know
what our reform options are.

After reading your proposal, Mr. Chairman, you have convinced
me and my colleagues that your approach would help achieve So-
cial Security reform. For example, we agree that members of the
panel should be named by the administration as well as by Con-
gress so that both branches have stake in the outcome. You have
wisely set the deadline at exactly 10 months hence so the panel
must move expeditiously. And you have designed the panel to be
small so that building support will likely be simpler. Clearly, you
are trying to bring the process of Social Security reform to success-
ful completion.

But I do have one question. Have you considered modeling this
new panel after the Base Closure Commission? As you will recall,
in that instance, Members of Congress took an up or down vote on
the Commission’s full package of recommendations rather than
evaluating them through a series of congressional Committees that
would likely have rendered them unacceptable. Isn’t it possible
that in the case of Social Security, an equally contentious political
issue, the House Ways and Means Committee and the Senate Fi-
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nance Committee would want to amend whatever the bipartisan
panel proposes and in the end undo their fragile agreement? This
is our main concern, since long-overdue Social Security reform has
been delayed time and time again.

Regarding the composition of this proposed bipartisan panel, I
would suggest that the bill mandate that two panel members, one
from each party, be Americans born after 1960. If this panel is
comprised exclusively of white males over the age of 50, it will
have great difficulty gaining the support of the majority of Amer-
ican people who do not fit that category. Indeed, in your proposal,
you consciously and wisely designed a Dialog Council with a
generational perspective in mind, including one-third of its mem-
bers from my generation born after 1960. Why not use the same
standard to allocate positions on the bipartisan panel, the group
that actually would be devising the Social Security reform plan? As
you know, the bipartisan panel’s proposals stand to affect the lives
of people in younger generations as much as, if not more than, the
lives of today’s older Americans.

Speaking of the Dialog Council, I must commend you not only on
the creation of such a group, but the emphasis you place on the
Internet as a channel for political discussion. Clearly, there is a
role for young adults to play in the proposed Internet Advisory
Board. We hope if it is created, Third Millennium will be called
upon to offer its knowledge and leadership.

Finally, I should make the Ways the Means Committee aware
that Third Millennium is already working to foster a national dis-
cussion about Social Security. In conjunction with three other orga-
nizations—the United States Student Association, the Foundation
for Individual Responsibility, and Social Trust, and the 2030 Cen-
ter—and with the generous support of Americans Discuss Social
Security Project of the Pew Charitable Trust, we have just
launched the Social Security Challenge. Starting in late-February,
our groups began issuing a call to college and graduate students
nationwide. We are saying the following: If you had $100,000 to
spend to make Social Security a hot topic of conversation among
college students nationwide, how would you spend the money? Tell
us your plan in 1,000 words or less and submit a budget. The win-
ning team of between two and four students will win two prizes:
One, the ability to spend the $100,000 to implement their project;
and two, each member of the team will win $10,000 toward college
expenses.

We would ask that Members of this Committee inform their con-
stituents about the Social Security Challenge. And I do have bro-
chures with me today, so if you would like to have one, please ask.
The deadline for entries is April 28. We have mailed a promotional
brochure to the chairs of every economics and political science de-
partment in the country, as well as to key administrators at every
college and university. We have also been aggressively promoting
the Social Security Challenge via banner advertising on the world
wide web, and directing viewers to the Web site:
www.sschallenge.org, and also callers to the program’s head-
quarters.

Mr. Chairman, we have a major task ahead of us. In the absence
of an immediate crisis, reforming Social Security remains a
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daunting task. But you and Members of your Committee should
know that Third Millennium is in this for the long haul. We intend
to stimulate public discussion about Social Security until the pro-
gram is fixed and dignified retirements can be assured not only for
today’s seniors, but also for the people of my generation and those
that follow.

Thank you.

[The prepared statement and attachment follow:]

Statement of Melissa Hieger, National Board Member, Third Millennium

Good morning, ladies and gentlemen. Thank you, Mr. Chairman, for including
Third Millennium in this dialogue about Social Security, the largest program in the
federal government. We greatly appreciate the fact that you have chosen to include
voices from all generations in this critically important discussion today.

My name is Melissa Hieger, and I am a board member of New York-based Third
Millennium, a national, non-partisan organization launched in 1993 by young adults
offering solutions to long-term problems facing the United States. I am also a grad-
uate student earning a Ph.D. in economics from Boston University, and my area of
expertise is retirement policy. My faculty advisor is Dr. Lawrence Kotlikoff, the cre-
ator of “generational accounting” and a member of Third Millennium’s board of advi-
sors.

Today you asked me to address two issues: the merits of establishing a bipartisan
panel to design long-range Social Security reform, and the best way to engage the
American public in the process of reform. I will address these issues one at a time.

Regarding the proposed panel, it is fair to ask: Is it really necessary? After all,
the 32-member Kerrey-Danforth Commission in 1994 effectively laid out the options
for reform, and that panel’s co-chairmen made reasonable recommendations that are
still under consideration today. Then, 15 months ago, the President’s 13-member So-
cial Security Advisory Council issued a report that presented three divergent paths
for Social Security. Clearly we know what our reform choices are.

After reading your proposal, Mr. Chairman, you have convinced me and my col-
leagues that your approach would help achieve Social Security reform. For example,
we agree that members of the panel should be named by the Administration as well
as by Congress, so that both branches have a stake in the outcome. You have wisely
set the deadline at exactly 10 months hence, so the panel must move expeditiously.
And you’ve designed the panel to be small, so that building support will likely be
simpler. Clearly you seek to bring the process of Social Security reform to successful
completion.

But I have one question: Have you considered modeling this new panel after the
Base Closure Commission? As you’ll recall, in that instance Members of Congress
took an up or down vote on the Commission’s full package of recommendations,
rather than evaluating them through a series of Congressional committees that like-
ly would have rendered them unacceptable. Isn’t it possible that in the case of Social
Security, an equally contentious political issue, the House Ways and Means Com-
mittee and the Senate Finance Committee would want to amend whatever the Bi-
partisan Panel proposes and, in the end, undo their fragile agreement? This is our
main concern, since long-overdue Social Security reform has been delayed time and
time again.

On another issue, the composition of this proposed Bipartisan Panel, I ask you,
Mr. Chairman: please incorporate wording in your bill that mandates that two panel
members, one from each party, be Americans born after 1960. If this panel is com-
prised exclusively of white males over the age of 50, it will have great difficulty
gaining the support of the majority of the American people who do not fit that cat-
egory.

Indeed, in your proposal you consciously and wisely designed the Dialogue Council
with a generational perspective in mind, including one-third of its members from
my generation, born after 1960. Why not use that same standard to allocate posi-
tions on the Bipartisan Panel, the group that actually would be devising the Social
Security reform plan? As you know, the Bipartisan Panel’s proposals stand to affect
the lives of people in younger generations as much as, if not more than, the lives
of today’s older Americans.

Speaking of the Dialogue Council, I must commend you not only on the creation
of such a group, but the emphasis you place on the Internet as a channel for politi-
cal discussion. Clearly there is a role for young adults to play in the proposed Inter-
net Advisory Board, and we hope that if it is created that Third Millennium is
called upon to offer its knowledge and leadership.
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Finally, I should make the Ways and Means Committee aware that Third Millen-
nium is already working to foster a national discussion about Social Security. In
conjunction with three other organizations (the United States Student Association,
the Foundation for Individual Responsibility and Social Trust and the 2030 Center)
and with the generous support of the Americans Discuss Social Security project of
the Pew Charitable Trusts, we have just launched the “Social Security Challenge.”

Starting in late February, our groups began issuing a call to college and graduate
students nationwide. We are saying the following: “If you had $100,000 to spend to
make Social Security a hot topic of conversation among college students nationwide,
how would you spend the money?” Tell us your plan in 1,000 words or less, and sub-
mit a budget. The winning team of between two and four students will win two
prizes: 1) the ability to spend the $100,000 to implement their project and 2) each
member of the team will win $10,000 toward college expenses.

We would ask that members of this Committee inform their constituents about
the Social Security Challenge. The deadline for entries is April 28th. We have
mailed a promotional brochure to the chairs of every economics and political science
department in the country, as well as to key administrators at every college and
university. We have also been aggressively promoting the Social Security Challenge
via banner advertising on the World Wide Web, and directing viewers to the web
site www.sschallenge.org, and callers to the program’s headquarters at 212-625—
0403.

Mr. Chairman, we have a major task ahead of us. In the absence of an immediate
crisis, reforming Social Security remains a daunting task. But you and members of
your Committee should know that Third Millennium is in this for the long haul. We
intend to stimulate public discussion about Social Security until the program is
fixed and dignified retirements can be assured not only for today’s seniors, but also
for the people of my generation and those that follow. Thank you.
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Will $100,000 get America's campuses talking?
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Add this to your homework.

Create a plan to get college students from all over the
country talking about Social Security.

Your budget: $100,000.

(And we'll actually spend the money to implement the winning
team's plan.)

Why?

Because people all over the country are talking about the future of Social
Security. Will it exist when you're old enough to receive it? Will it be the
same program that it is now?

The voice of young people is very important to this debate. It is you who will
live with the consequences of these discussions.

What's in it for you?

We're offering your team of two-four students $10,000 each to come up
with the best plan to get college students talking.

We know that is a lot of money. But leaving college students out of the dis-
cussion is much more expensive.

Application for Challenge 98

Your job is to create a plan. We want college students all over the country
discussing Social Security. Your plan must demonstrate to college students
that Social Security is an issue important to them now. Then, you must get
them talking! The budget for your plan is $100,000. You can spend this
money any way you want. The goal is to get as many college students as
possible in as many different colleges across the country interested in talk-
ing about Social Security. They don't have to feel one way or the other. We
are not looking for the right answer for what to do with Social Security.
We're simply looking for a plan to get students
talking about it.

Describe your plan in 1,000 words or less.
Essays over this limit will not be considered.
(We mean this!). You must also include a one-
page budget that accounts for every expense
that will arise in the implementation of your
plan, such as personnel (your employees),
phone bills, travel costs, equipment (comput-
ers, etc.), insurance, rent, promotion, and eval-
uation of your project. You may inciude a total
of 2 charts, diagrams, tables or pictures with
your essay.
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If you are mailing your application, you must include a cover sheet with the
title of your project, team members' names (a team must consist of between
two and four members and one person must be designated team leader),
each team member’s address and phone number (both school and perma-
nent), phone number where each team member can be reached during the
summer of 1998, e-mail address, expected graduation date, college or uni-
versity name, and the region number for your team members’ schools; page
2 with your essay; and your detailed one-page budget.

HOW TO ENTER:

* You must be legal U.S. residents who are registered students
attending a fully accredited 2- or 4-year college or university in the
U.S. All team members must attend colieges or universities within the
same region.

« If you have not received the complete official rules as an insert in this
brochure, please visit our web site at www.sschallenge.org or call
1-800-401-3008 {o read them before you submit your application.

« You may submit your application online at our web site or by mail to
the address listed on the back.

TIMELINE:

Online entries are due by 5pm EST on April 28, 1998. Mail-in entries
must be postmarked by April 28, 1998 and received by May 2, 1998.

» You will be notified of our choices for regional winner by early
May of 1998.

+ If you are selected, your team will then be asked to prepare a more
detailed application over the summer of 1998.

- We will select the national team winner in October of 1998.

« The winning team will work with us to develop the plan further and
prepare to execute it.

« From January through April of 1999, we will execute the
winning project together.
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REGIONAL DIVISIONS

Pacific-Region 1
CA, NV, OR, WA, AK, HI, Guam, American Samoa

Southwest-Region 2
TX., OK, LA, AZ, NM, KS, AR

Southeast-Region 3

FL, GA, AL, MS, SC, NC, VA, TN, PR, U.S. Virgin Islands

Northeast-Region 4
ME, VT, NH, MA, NY, RI, CT

Mid-Atlantic-Region 5
PA, NJ, MD, WV, DE, DC

Midwest-Region 6
MI, WI, CH, IN, IL, MO, 1A, KY

Mountain/Plains-Region 7
1D, MT, WY, CO, UT, ND, SD, NE, MN

121 Avenue of the Americas
Suite 505

New York, NY 10013

tel: 212.625.0403

fax: 212.966.6940

e-mail: challenge98@juno.com
1.800.401.3008
www.sschallenge.org

Andrea Batista Schlesinger

Program Director

Sponsored by:

Americans Discuss Social Security
www.americansdiscuss.org
Washington, DC

A collaboration of:

FIRST + Philadelphia, PA

Third Millennium + New York, NY

2030 Center « Washington, DC

United States Student Association - Washington, DC
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Chairman ARCHER. Thank you, Ms. Hieger.

Our last witness today representing the baby boomers, our own
congressional baby boomer, the Speaker of the House of Represent-
atives, Newt Gingrich. Mr. Speaker, we would be pleased to receive
your testimony.

STATEMENT OF HON. NEWT GINGRICH, SPEAKER OF THE
HOUSE OF REPRESENTATIVES, AND A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF GEORGIA

Mr. GINGRICH. Thank you, Chairman Archer.

Let me first of all thank you and Chairman Bunning for the
work you have already done in establishing this base, and let me
commend to any interested citizen that they look at the hearings
Chairman Bunning has already had in Subcommittee on the vari-
ety of reforms occurring around the world. I also want to commend
Chairman John Kasich of the Budget Committee for some very in-
novative ideas in trying to solve the problem with action this year.
And I want to mention some of our colleagues: John Porter, Nick
Smith, Mark Sanford, and Mark Neumann who have been particu-
larly aggressive in trying to develop answers and solutions to sta-
bilize Social Security and create a better future.

Although America’s Social Security system is not currently in cri-
sis, the signs are clear that we are rapidly approaching one. Early
in the next millennium, the Social Security trust funds will begin
to dwindle as wave after wave of baby boomers surge into retire-
ment. Within 15 years, the system will begin to pay out more than
it takes in. Unless we act soon, within roughly 30 years, the system
will be bankrupt and the retirement security and happiness of mil-
lions of Americans will be placed in grave danger.

I think that’s why President Clinton in the State of the Union
and in other comments has called again and again for a bipartisan
effort to create a dialog. I believe that’s why on April 7, he is going
to a bipartisan event in Kansas City. And so, I see what this Com-
mittee is doing today is a very bipartisan effort to work with the
President in developing an approach to have the country educate
itself and then help make wise decisions.

When you look at the facts about Social Security, it is little won-
der that more young people believe in UFOs than that they will re-
ceive a Social Security check. The system is in trouble and the time
to act is now.

We can and we will save Social Security. I want to repeat this.
As the Speaker of the House of a team that reformed welfare; bal-
anced the budget for the first time in 30 years; passed the tax cut
we promised, which is $400 per child this year and $500 next year;
saved Medicare without raising taxes by increasing choice for sen-
ior citizens, let me emphasize the positive—we can and we will
save Social Security.

Today, I am proud to introduce the initial steps in the plan that
will permanently save Social Security while increasing the amount
of retirement income available for virtually every American. Most
importantly, the plan I am about to outline will not take a penny
from our current Social Security system. It protects and fulfills the



26

obligations of the U.S. Government and the American people to
current and future retirees.

Let me emphasize this point: This plan will not touch the FICA
tax; this plan will not touch the trust funds; this plan will not raise
taxes on the American people; and this plan will not cut a single
persons’ Social Security benefits now or ever. We will guarantee
every American, whether you are 17 or 70, that you will get every
scheduled payment, including future cost of living increases, on
time and in full from the current system.

Our goal should be the creation of a dramatically better, modern,
personal Social Security system for the information age while pro-
tecting all the benefits in the current system. We can reach that
goal in three stages.

Stage one involves the legislation this Committee is meeting to
discuss today. I believe we must launch a national dialog on retire-
ment security to help Americans understand the issues and the
choices we face. We must bring together baby boomers with older
and younger Americans, and we should link them via the Internet
to local task forces in every congressional district to examine the
range of reform ideas. Let me mention: The goal here is not nec-
essarily to find the perfect solution, it is to engage all of the Amer-
ican people, so all of the American people believe they have access
to the information and they have a right to participate in thinking
through and discussing their economic future.

On January 5, I called for a commission to lead such a dialog,
and I am very pleased that Chairman Archer has introduced legis-
lation to advance that idea. I also would like to commend Rick
White for all the outstanding work he has done in helping show us
how to use the Internet as a tool to advance this dialog. And with
Chairman Archer’s help, I think this is the first commission ever
designed with the Internet as an integral part of its involvement
of the American people.

In stage two, we should lock in the surplus so it truly saves So-
cial Security by using it to fund new, personal, market-based re-
tirement accounts for 130 million Americans—those that pay the
FICA tax. We must plant a flag in the ground that says, this sur-
plus belongs to the American people and should be returned to the
American people. Every time someone proposes spending this
money on something else, they are spending our children’s future.
We know that if we don’t lock in the surplus and guarantee it can’t
be used for other programs, it will be spent. The strongest force in
the universe is the attraction between a politician and a pot of
unspent money.

That is why I support the President’s call to save every penny
of the surplus to save Social Security. We can do so by using the
surplus to fund these new, supplemental, personal retirement ac-
counts for working Americans. Through these Social Security plus
accounts, we can add to the existing Social Security system without
taking any money from it. Under this plan, Social Security would
be strengthened and preserved. It will be safe, intact, and secure
for future retirees. We will use the opportunity presented by the
surplus to create a huge new pool of private capital that will lower
interest rates, strengthen economic growth, and increase the per-
sonal control of the baby boomers and their children over their own
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savings. So even if a person made a terrible investment, or the
stock market went into a dive, that person would always have So-
cial Security to fall back on. There will be zero risk of ever falling
below the benefit level of the Social Security system. The safety net
would be strong and unbroken.

But this plan would also give every American the opportunity to
rise above the status quo. In addition, these new Social Security
plus accounts would painlessly create the framework for a new,
modern, personal retirement system without putting any senior
citizens or current benefits at risk. They would begin the transition
to a better more effective system for our children and grand-
children without taking any money away from our parents and
grandparents.

Best of all, these accounts would compliment ongoing Republican
tax-cutting efforts. Creating Social Security plus accounts would be
the equivalent of giving the American people a $671 billion tax cut
over the next 10 years, plus hundreds of billions more in interest
in investment returns.

Through this surplus bonus, we would simultaneously strengthen
Social Security, cut taxes, harness the power of compound interest,
and give Americans a choice of how best to plan for their retire-
ment.

In stage three, after the Commission reports back next year, we
will work with the President to implement the most effective long-
term reforms to the Social Security Program. In his State of the
Union, President Clinton said that he would “convene the leaders
of Congress next year to craft historic bipartisan legislation to
achieve a landmark for our generation: a Social Security system
that is strong in the 21st century.” Mr. President, we, as leaders
of Congress, accept your invitation. We look forward to shaping bi-
partisan legislation that is based on the recommendations of the
Commission and fits into the framework of personal retirement ac-
counts we create this year. Working together, we can ensure that
no American will have to worry about his or her financial security
in retirement.

By contrast, there is one prominent Democrat proposal that also
claims to save Social Security. And while Democrats have recog-
nized the problem, and I think on a bipartisan basis deserve a lot
of support, I particularly commend the President and Senator Moy-
nihan for having said: There is a problem and we have to solve it.
One solution depends on the false medicine of tax increases and
benefit cuts. Under that proposal, a single 62-year-old retiree, with
a $19,000 annual income, could face a tax increase of nearly $1,700
next year. A married couple the same age earning $27,000 could
see their retirement income hacked by more than $2,000. That is
totally unacceptable. By the way, the source for both of those is the
Joint Tax Committee analysis of the proposal.

Now, I just want to suggest the opposite of what Chairman Ar-
cher said: that would launch generational warfare in its most bitter
form. That would pit grandparents against grandchildren. And it is
exactly wrong. We need a solution where the grandparents are safe
and secure and know it; where the children are doing better and
know it; and where the grandchildren have a chance to have a re-
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tirement plan they trust and believe will be real and uses the
power of compound interest to increase their retirement.

We must save Social Security, but we cannot do it by taxing
older Americans into deeper poverty. We must enhance the current
system, not eviscerate it. Over this upcoming recess, I urge every
Member to return to their district and begin this important dialog.
And the best way to begin this process is not by talking, but by lis-
tening. I urge every Member to ask your constituents what they
think. And let me suggest just a few questions to start that con-
versation.

First, how important do you think it is for us to save Social Secu-
rity? Second, do you think we should use the surplus to save Social
Security? Third, would you like to have a personal investment ac-
count that you control for retirement? And finally, do you think you
can invest your money more wisely than the government can invest
your money?

This dialog must begin at the grassroots, around kitchen tables
and living rooms across America. Through this dialog and this
plan, we will protect every current and future retirement and start
the transition for younger Americans toward a modern, personal,
market-oriented retirement system.

Thank you for your time.

[The prepared statement follows:]

Statement of Hon. Newt Gingrich, Speaker of the House of Representatives,
and a Representative in Congress from the State of Georgia

Although America’s Social Security system is not currently in crisis, the signs are
clear that we are rapidly approaching one. Early in the next millennium, the Social
Security trust funds will begin to dwindle as wave after wave of baby boomers
surges into retirement.

Within fifteen years, the system will begin to pay out more than it takes in. Un-
less we act soon, within roughly thirty years the system will be bankrupt, and the
Eetirement security and happiness of millions of Americans will be placed in grave

anger.

Little wonder that more young people believe they will see a UFO than a Social
Security check when they retire. The system is in trouble, and the time to act is
now.

We can—and we will—save Social Security.

Today I am proud to introduce the initial steps in a plan that will permanently
save Social Security while increasing the amount of retirement income available for
virtually every American.

Most importantly, the plan I am about to outline will not take a penny from our
current Social Security system. It protects and fulfills all of the obligations of the
United States government to current and future retirees.

Let me emphasize that point: This plan will not touch the FICA tax. This plan
will not touch the trust funds. This plan will not raise taxes on the American people.
And this plan will not cut a single person’s Social Security benefits—now or ever.

We will guarantee every American—whether you’re 17 or 70 that you will get
every scheduled payment, including future cost-of-living increases, on-time and in-
full from the current system.

Our goal should be the creation of a dramatically-better, modern, personal Social
Security system for the Information Age while protecting all of the benefits in the
current system.

We can reach that goal in three stages.

Stage One involves the legislation this committee is meeting to discuss today. I
believe we must launch a national dialogue on retirement security to help Ameri-
cans understand the issues and the choices we face. We must bring together baby
boomers with older and younger Americans, and we should link them via the Inter-
Iget to local task forces in every congressional district to examine the range of reform
ideas.

On January 5th, I called for a commission to lead such a dialogue, and I'm very
pleased that Chairman Archer has introduced legislation to advance that idea. I also
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would like to commend Rick White for all of the outstanding work he has done in
helping show us how to use the Internet as a tool to advance this dialogue.

Stage Two—We should lock in the surplus so it truly saves Social Security by
using it to fund new, personal, market-based retirement accounts for 130 million
Americans.

We must plant a flag in the ground that says this surplus belongs to the Amer-
ican people and should be returned to the American people. Every time someone
proposes spending this money on something else, they’re spending our children’s fu-
ture.

We know that if we don’t lock in the surplus and guarantee it can’t be used for
other programs, it will be spent. The strongest force in the universe is the attraction
between a politician and a pot of unspent money. That is why I support the Presi-
dent’s call to use “every penny” of the surplus to save Social Security.

We can do so by using the surplus to fund these new supplemental personal re-
tirement accounts for working Americans. Through these Social Security Plus ac-
ﬁounts, we can add to the existing Social Security system without taking any money
Tom it.

Under this plan, Social Security would be strengthened and preserved. It will be
safe, intact, and secure for future retirees. We will use the opportunity presented
by the surplus to create a huge new pool of private capital that will lower interest
rates, strengthen economic growth, and increase the personal control the baby
boomers and their children have over their savings.

So even if a person makes a terrible investment, or the stock market goes into
a dive, that person will always have Social Security to fall back on. There would
be a zero risk of ever falling below the benefit level of the Social Security system
the safety net would be strong and unbroken. But this plan would also give every
American the opportunity to rise above the status quo.

In addition, these new Social Security Plus accounts would painlessly create the
framework for a new modern personal retirement system without putting any senior
citizen or current benefits at risk. They would begin the transition to a better, more
effective system for our children and grandchildren without taking any money away
from our parents and grandparents.

Best of all, these accounts would complement ongoing Republican tax cutting ef-
forts. Creating Social Security Plus accounts would be the equivalent of giving the
American people a $671 billion tax cut over the next ten years—plus hundreds of
billions more in interest and investment returns.

Through this surplus bonus, we would simultaneously strengthen Social Security,
cut taxes, harness the power of compound interest, and give Americans a choice of
how best to plan for their retirement.

Stage Three—After the Commission reports back next year, we will work with the
President to implement the most effective long-term reforms to the Social Security
program. In his State of the Union, President Clinton said that he would “convene
the leaders of Congress [next year] to craft historic, bipartisan legislation to achieve
a landmark for our generation—a Social Security system that is strong in the 21st
century.”

Mr. President, we—as leaders of Congress—accept your invitation.

We look forward to shaping bipartisan legislation that is based on the rec-
ommendations of the Commission and fits into the framework of personal retire-
ment accounts we create this year. Working together, we can ensure that no Amer-
ican will have to worry about his or her financial security in retirement.

By contrast, there is a prominent Democrat proposal that also claims to save So-
cial Security. While Democrats have also recognized the problem, their solution de-
pends on the false medicine of tax increases and benefit cuts.

Under the leading Democrat proposal, a single 62-year-old retiree with a $19,000
annual income could face a tax increase of nearly $1,700. A married couple of the
same age earning $27,000 could see their retirement income hacked by more than
$2,000. That is totally unacceptable. (source: Joint Tax Committee)

We must save Social Security, but we cannot do it by taxing older Americans into
deeper poverty. We must enhance the current system, not eviscerate it.

Over this upcoming recess, I urge every member to return to their district and
begin this important dialogue. And the best way to begin this process is not by talk-
ing, but by listening.

I urge every member to ask your constituents what they think. And let me sug-
gest a few questions to start that conversation.

First, how important do you think it is for us to save Social Security?

Second, do you think we should use the surplus to save Social Security?

Third, would you like to have a personal investment account that you control for
retirement?
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Ang finally, do you think you can invest your money more wisely than the govern-
ment?

This dialogue must begin at the grassroots around kitchen tables and living rooms
across America.

Through this dialogue and this plan, we will protect every current and future re-
tiree, and start the transition for younger Americans toward a modern, personal,
market-oriented retirement system.

Thank you for your time.

Chairman ARCHER. Thank you, Mr. Speaker.

Let me very briefly inquire of Senator Dole. With your experience
over many, many years of serving in the Congress, and with your
experience on the Social Security issue, which you mentioned in
your comments, do you believe that it is possible within this body,
both Senate and House, that this issue can stay above the tempta-
tion of individual Members to attempt to gain partisan political ad-
vantage if you simply turn the Congress on this issue without a
driving force of a bipartisan nature, which is intergenerationally
determined, such as the Commission that is being recommended in
the legislation on which we’re having a hearing today?

Senator DOLE. Well, as I said in my statement, I think it’s only
on rare occasions you would want a commission—maybe campaign
finance reform, maybe Social Security; there may be another one
or two out there, base closings.

But I must say, I was on the Social Security Subcommittee, the
Chairman of the Finance Committee. We had a lot of partisan
wrangles, even though people I think generally with well inten-
tion—we had different views. And I must say as a Republican, we
suffered a great deal because of the politics of Social Security over
the years. And we thought we were trying to fix it. We thought we
were offering good legislation that would make the trust fund se-
cure, and all these things.

I don’t believe anything has changed that much. Obviously, I
think there’s still some partisanship in the Congress. I don’t notice
as much as I used to, because I'm not up here, but if I were here
I’d probably notice it. But I read about it and I watch C-Span, and
I see all the harmony, and I occasionally see disharmony. But I
don’t generally stay up that late.

So, having said that, I don’t see how you do it. You're all friends
here, Democrats and Republicans. You may have different views,
but in the final analysis I don’t see how you get it done. Now
maybe if somebody can put together a package that everybody will
rally around, but there’s just too much involved.

And if you're a widow, and your only income is Social Security,
and maybe Medicare, youre concerned about it. And if we start
playing politics, in my view that person and millions of others are
going to have nothing but uncertainty, and theyre going to lose
more confidence in those of you who have the present responsibility
for making the system work.

Chairman ARCHER. Mr. Stark.

Mr. STARK. Thank you, Mr. Chairman.

A comment, and particularly on Senator Dole’s last statement: I
just returned from a meeting in Germany with the U.S. Govern-
ment, Japanese Government, and the German Government, all dis-
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cussing this same problem. The Germans and the Japanese have
a far older population than we do, and the crux of 2 days was look-
ing around the table in three languages, and looking, wondering,
“who’s going to pay for it?” And nobody wanted to pay for it. And
they were looking around for 2 days for this magic bullet, and I
suspect that’s where we’re going to end up.

Chairman Archer, in his minority views in the last Commission,
was against any increase in taxes. The Speaker, I believe, had in-
structed some members of the Medicare Commission not to support
increases in taxes.

So if that comes off the table, you certainly limit your options for
reform—now the Speaker has suggested private pensions.

If you took 80 percent of the budget surplus, and distributed
among 148 million qualified workers, you’d be giving them $4 a
month to invest in a plan, running up to a magnificent $33 a
month by the year 2004. That would barely accumulate over 30
years accumulate $4,000 at 8 percent, and I don’t know that you
can offer people this as an alternative for us doing the responsible
thing for Social Security. Maybe you've got a better idea, but I
don’t think that sells.

Are we going to get more money in there?

Mr. GINGRICH. Would you yield for 1 minute?

Mr. STARK. Surely, I'd be happy to. It was your plan that I'm try-
ing to outline.

Mr. GINGRICH. Again, I'm suggesting a general principle as a
step. You'll notice I said there are three steps here. One is the
Commission, so we get the whole country engaged in the dialog; the
second is the principle that the surplus should go into a private
personal account; and the third is, that we look at the future of So-
cial Security within the context of those two steps. I'm not here
today to say this is a panacea, but I want to make two observations
that are startling.

The first is, the Congressional Budget Office has had to refigure
the outyear debt in the last 15 months by $2 trillion. That is, 15
months ago they were projecting a debt over the next decade that
is $2 trillion higher than they’re currently projecting.

This year we were supposed to run a $229 billion deficit, which
means we’d borrow from Melissa’s generation $229 billion. Instead,
the minimum surplus is $10 billion and our most accurate esti-
mator, Mark Newman of Wisconsin, estimates it will be at least
$40 billion, and the CBO will once again be wrong when the num-
bers come out.

If you take just the current, very low, very timid, Congressional
Budget Office projection, it is about a $670 billion number over the
next 10 years. That for the FICA taxpayers turns out to be about
$3,500 to $4,000 in a savings account, at no cost to anybody. It sim-
ply means government can’t spend the money in Washington.

If you have a tax-free buildup of that money, and you’re a 20-
year-old, you have in fact—a 20-year-old today, if that program
were set up today, and you didn’t extend the surpluses beyond 10
years; you only said there’s a 10-year window, they would still have
a significantly larger amount of money than they have today.

But let me go a step further. Marten Feldstein, who is fairly rep-
utable, who was the chairman of the Council of Economic Advisors,
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the record suggests that this program, if you deliberately work to
have a surplus that allowed you to return the equivalent of 2 per-
cent of FICA, that this program could ultimately basically provide
a sufficiently large asset; that you would not only guarantee the
stability of the system, but——

Mr. STARK. But Mr. Speaker——

Mr. GINGRICH. Yes?

Mr. STARK [continuing]. If we increase FICA by 2 percent the So-
cial Security problem would be resolved?

Mr. GINGRICH. I didn’t say that; I said something very different.
I said the surplus.

Mr. STARK. I'm just saying, all we have to do is increase the So-
cial Security tax 2 percent, 1 percent for you and 1 percent for the
government, to resolve the problem.

Mr. GINGRICH. Can I just state my point? Mr. Stark, you just
made my point about the difference in our two approaches.

I would control government spending to have a surplus large
enough to equal 2 percent of FICA, and give people the money by
not having it spent; you’d raise the taxes. I believe there’s a non-
tax increase approach, and the key’s very simple.

The power of compound interest, if you are young enough, allows
you to offset the demographics of an aging population. You give
young people enough savings to have compound interest buildup
without taxation, and they will be in a position to save the system
without a tax increase. If we don’t act in the next year or two, and
don’t have time for the compound interest, you are either by 2012
going to have to radically cut benefits or raise the FICA maybe as
high as 18 percent.

Now I am opposed to a solution which has us raise the FICA tax
to an 18-percent-per-person FICA for a program that my daughters
may never see the money from. And I think it’s much better for us
to find a solution that locks in the surplus, returns it as a bonus,
gives the American people the chance to invest that money, and
gives them the chance to have that kind of compound interest work
for them, rather than work against them.

Chairman ARCHER. The gentleman’s time has expired.

Mr. Crane.

Mr. CRANE. Thank you, Mr. Chairman.

Chairman ARCHER. Yes.

I want to express appreciation to Senator Dole and Ms. Hieger,
and to our distinguished Speaker, Mr. Gingrich, for their participa-
tion. And I don’t know whether Ms. Hieger is a registered voter
yet, but I am assuming that with this bipartisanship here that it’s
irrelevant whether you registered and whether you have cast votes
for the other side. We’re working in a joint effort to save the pro-
gram that touches all American’s welfare. One of the concerns I've
had is that, relatively speaking, the rate of return under the Social
Security Program is such a rip off in contrast to the return rate if
you had invested your own money. How we make the transition
into mandated investments into your own savings account as op-
posed to the current Social Security Program, is the question of the
day.

I led a Trade Subcommittee trip down to Chile in 1995, and
while there, we had an interesting opportunity to meet with their
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former labor secretary who had privatized Social Security down
there. Under the Chilean system, individuals were given options.
In 1995 over 90 percent of Chileans had chosen the private alter-
native, and that was understandable, because the returns were so
significantly better than under the existing program.

And I thought about it afterward, and it’s just tragic that when
the Social Security Program was first established, it wasn’t estab-
lished that way.

I think the same principle applies to our Medicare Program. Had
it been set up as a medical savings account at its inception, we
wouldn’t be going through the crisis we'll be going through again
in another decade with respect to Medicare.

But let me ask a question from a third millennium perspective,
and that question is, you talk about having analyses being made
by panels involving people who were born after 1960. You don’t
trust any of us older folks?

Ms. HIEGER. In my discussions with younger people, it just seems
that there are very diverse views on solutions, and possible solu-
tions, and in particular the investment option. And I think younger
people tend to have more experience with 401(k) plans, they like
the portability, and in general see that as a more realistic option
than staying with the pay-as-you-go structure. We don’t see that as
being such a large risk as somebody from the older generations
that maybe lived through the Great Depression.

Mr. CRANE. Well, let me simply comment, that as a parent of
eight children, I'm infinitely more concerned about their welfare
than I am about my own. I think there is perspective that can be
brought into the whole discussion by grandparents; even folks that
are current beneficiaries and recipients of Social Security benefits
who are aware at least of the potential threat, not to their own
benefits, but to yours and your children, too. I would hope you
might soften your position in opposition to some of us older folks.

And one of the things I'm interested in, Bob, from your com-
ments, and that is the differences between the people who were
pessimistic about reform really working in 1983 in contrast to
today.

Do you see any significant differences in the pessimism on the
part of those folks who think this program isn’t going to survive?

Senator DOLE. I don’t see a great deal of change. And I might
point out one thing; it has only been 15 years, but we never consid-
ered any personal investment possibilities. It shows how far its
moved in just 15 years. It’s going to happen one of these days. You
can still protect those in the pipeline and let young people, like Me-
lissa, give them opportunities, too.

But I think you go out to the average group of people, wherever
you go—Kansas, Illinois, wherever, and they think it’s going to be
gone; it’s not going to be there. And that’s why I think it’s very im-
portant. I think another exception for a commission would be Medi-
care, which you've already done.

When you have the Commission it shouldn’t be all Members of
Congress, because then you're right back in the same partisan
problem. You need a few outsiders to not only referee, but to help
bring some outside information, some outside wisdom to the prob-
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lem, even though there’s a great deal of expertise in this Commit-
tee and on the Senate Finance Committee.

Mr. CRANE. Well, again, I express my appreciation to all of you.
Keep the faith, fight the good fight; we shall prevail. And I think
we can solve this problem too.

Thank you.

Mr. BUNNING. Thank you.

Mr. Speaker, you say our goal should include the creation of a
personal Social Security account and a system for the information
age.

How do you see Social Security unfolding in an information age,
and how do you answer the critics that say, in a personal savings
account that you use the market forces, what happens if the mar-
ket is negative? In other words, if we have the late sixties, early
1970 market as these accounts are starting to be formed?

Mr. GINGRICH. Let me start and point out, Mr. Bunning, I appre-
ciate your question; that what I am suggesting today is a very
timid, very cautious approach, which simply says, create the Social
Security Plus accounts with the surplus. Keep the entire current
system as a safety net. So if the market tomorrow morning crashed
and we had a zeroed out, you would still have the current safety
net. From that standpoint, it is a very low risk system.

Mr. BUNNING. Excuse me. You're not suggesting that those on re-
tirement or those that have already secured Social Security and are
on it, would then have a Plus account on top of that?

Mr. GINGRICH. They could have a Plus account if they were FICA
taxpayers. But again

Mr. BUNNING. Only FICA tax.

Mr. GINGRICH [continuing]. That’s something for this Committee
to look at, and I'd like the Committee to think it through. But I
don’t know why you’d want to discriminate against FICA taxpayers
who are over 65, as long as they’re paying FICA tax.

Mr. BUNNING. Oh, I certainly wouldn’t want to discriminate
against—

Mr. GINGRICH. Right. So seniors would have their exact current
system. Those who were working would get a Social Security Plus
account; everybody else who’s working and paying FICA tax gets
a Social Security Plus account.

But here is the other half of that answer. When I said an infor-
mation age, virtually everybody in this room has credit cards. Vir-
tually everybody in this room has used credit cards in foreign coun-
tries. Virtually everyone has seen a level of information handling
that allows your credit card to be validated in real time while
you're standing in a store overseas. You've then seen your credit
card company capture all the data of all your purchases, even if
you’re in five different countries, organize them, and send them to
your home address, along with a bill asking you to pay for them.
Now that’s the level of information handling outside the Federal
Government, which is normal.

Today we have a 1935 paper-based, bureaucratic, Social Security
information system, which cannot tell you what taxes you paid,
cannot tell you what interest you earned, cannot tell you what’s in
your account, and can’t track you as an individual. It is a highly
obsolete, precomputer, preinformation age model.
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Now I'm simply suggesting for the Commission to look at how
you could design a personal account that followed you all your life,
that handled all the information, that allowed you to earn 5, 6, or
7 percent a year. And I would suggest as a historian, that if you
look at the historic long-term track record, the stock market aver-
age returns since 1920, including the Great Depression, are 7 per-
cent a year. The third millennium generation is going to have a
minus return; minus 1.19 is one example, but it’s going to be a
minus.

So the gap in compound interest: between paying into a system
that has a negative return rate and paying into a system that has
7 percent average over time. So let’s say you’re unlucky. You end
up with the generation where you only have 4 percent a year or
more. At 4 percent a year or more, you're still compounding out at
about 2% times the amount of money you get out of the current
system.

Now I'm not suggesting in any way that we take a big leap this
year. This year we should only do two things: Establish Social Se-
curity Plus accounts which do not touch anything in the Social Se-
curity system, not a penny, doesn’t change anything, it’s all posi-
tive; it’s all improvement; and second, have a commission to look
at the current system and see whether or not over time we could
make a transition.

And you’ve held the hearings, you know more than anybody else
here I think, about how many different countries are understand-
ing this and how—Great Britain for example, Sweden. This is not
just a Chilean model. There are lots of countries that are saying
exactly as Mr. Stark said, the current demographic pattern of the
industrial world will not survive massive retirements with longev-
ity without significant reform.

Mr. BUNNING. Ms. Hieger, I want to ask, To what do you at-
tribute the fact that your generation, and my kids, and my
grandkids, have such a lack of confidence that the Social Security
system will be there for them?

Ms. HIEGER. Well, I think that Social Security has been a very
successful program in the past, but we understand the demo-
graphic situation and we understand that most of us can expect,
as the Speaker said, negative returns from Social Security. It’s a
bad deal.

We can expect upon retirement approximately 70 percent of our
promised benefits. Many times we are told that we should be happy
that we're getting that much, and that scares us.

The average Social Security benefit in 1998 is $765 a month. If
we cut that by 30 percent, that leaves only $535 a month. That’s
not much for the many people in this country who exist only on So-
cial Security. We need more.

And the last thing I think that creates the cynicism is that we
have been looking for leadership on this issue, and we are just be-
ginning to see it. This problem has been around, and we’ve known
about it, and we don’t see a lot of action, and we definitely want
to see more of that to regain our confidence.

Mr. BUNNING. Thank you.

Senator Dole, thank you for your testimony.

Chairman ARCHER. Ms. Kennelly.
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Ms. KENNELLY. Thank you, Mr. Chairman. Regarding the discus-
sion with the Speaker and Mr. Stark, I'd like to say for the record
that there is a difference between the plan Mr. Gingrich is talking
about and the plan that I and the President have discussed. We
think it’s more important to draw down the Federal debt and to
really reduce debt for the future, as represented by this young
woman who’s appearing before us, and I thank her very much.

I think this is a much more certain way of making sure we create
new savings than to go immediately into small, private savings ac-
counts. And I'd like to ask Ms. Hieger, Do you think it is better
to keep the budget surplus to reduce the debt, rather than imme-
diately getting into these individual accounts; that we really don’t
know how they will work out?

Ms. HIEGER. Last weekend I attended—sorry, the weekend before
last, The Americans Discuss Social Security, 10-City Teleconfer-
ence, and in general there was a lot of anger from the individuals
participating in this; that the surpluses from Social Security are
currently being used to finance the general budget. And I think
people see that as money that belongs to Social Security, and they
would like to see that set aside.

It is also very important to reduce the long-term debt in this
country. We realize these are future taxes that we’re going to have
to pay. In general, we would like you to tackle both problems.

Ms. KENNELLY. Yes, and I'd just like to mention that what we're
really doing is a bookkeeping issue. We're reducing the amount of
the debt by having a surplus, and it’s not that we are spending to
reduce that surplus; it’s making our debt look smaller than it really
is.

But you do agree that we should hold back on this so-called sur-
plus until we decide how we’re going to save Social Security?

Ms. HIEGER. I would agree with that.

Ms. KENNELLY. How was the reception with that booklet? I read
that booklet before the hearing, about the colleges competing to get
involved in this dialog. What was the reception you found last
weekend?

Ms. HIEGER. We've had over 30,000 hits on our website. Do you
mean from the ADSS teleconference——

Ms. KENNELLY. Yes.

Ms. HIEGER [continuing]. Or from our Social Security challenge?
They’re two separate things.

Ms. KENNELLY. The challenge.

Ms. HIEGER. The challenge, we’ve had many hits on the website,
as I said, and the deadline is not until April 28, and we are begin-
ning to see proposals come in, but we expect we’ll see many more
in the next couple of weeks.

Ms. KENNELLY. Thank you. And thank you for your work toward
this, because it is very important.

Senator Dole, I remember when you had the 1983 Social Security
Reform Commission, and I remember when the Commission didn’t
complete its recommendations, and it had to be extended twice by
President Reagan. Once was January 15, and then again January
20, 1983.

And then the Commission finally reached agreement, due to the
yeoman’s effort of you and others, and I well remember it, and I
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thank you very much. And at that time the Social Security Trust
Fund had about 6 months left in it.

We're trying to begin a dialog now. Mr. Bunning and I have had
eight hearings. We've had a young woman who’s gone out in the
country, we've had the Pew Group being very, very active. We've
had the AARP and the Concord Coalition being extremely active.

What do you think it’s going to take to bring us together in a bi-
partisan fashion to resolve this, without getting into what hap-
pened when you had the Commission, when there was an imme-
diate crisis situation.

Senator DOLE. Well, no doubt about it, we had a gun at our head
in 1983. Had we not acted, payments would have been delayed in
July, so we had about a 6-month period. And then it was difficult,
and we had a 16-member Commission. I think there were 7 Mem-
bers of Congress out of the 15, as I recall, and the vote was finally
12 to 3.

But you have 10 years I think before you have a real crisis. But
it seems to me the one advantage of what the Chairman talks
about is the fact this Committee is going to have the final jurisdic-
tion, and I assume whoever’s on the Commission will include
Democrats and Republicans from this Committee and also from the
Senate Finance Committee, which will be, I think, some consider-
able help to the other Members in both parties.

But I'm a little concerned about having so much time. Ten years
is a long time; why vote on it now? Let’s wait until the next elec-
tion. Let’s wait until 2000. Well, let’s wait until 2004. And that’s
something we went through a number of times, and perhaps based
on the experience of 1983 and the subsequent studies that have
been made, and the commissions that have been appointed, this ef-
fort will be more helpful. I don’t know for certain what will happen.

Ms. KENNELLY. Do you think we can resolve it without waiting
for the crisis?

Senator DOLE. Pardon?

Ms. KENNELLY. Do you think we will be able to resolve it without
waiting for the crisis, which often happens around here?

Senator DOLE. I hope so. I hope things have changed enough that
you could do that. Certainly, there are people on this Committee
who could sit down—Republicans, Democrats—and come up with a
package I think would pass the House and pass the Senate. And
I think the same is true on the Senate side. But there are some
very—I'm only talking about process. I won’t get into all the specif-
ics of different plans, but I think it can be done.

Ms. KENNELLY. Thank you, Senator.

Chairman ARCHER. Mr. Houghton.

Mr. HouGHTON. Thank you, Mr. Chairman.

Just one quick question of Senator Dole. But before I ask that
question, I think it’s a wonderful, timely issue that you bring up
that we’ve got a problem. We’ve got the will to fix it. We've got cre-
ative financing that we can work with. And also we have this ex-
traordinary surplus. I really appreciate what youre doing, Mr.
Chairman, in bringing this to a fine point.

Senator, you've heard the proposal of Social Security Plus by Mr.
Gingrich. Do you think that does the thing that you were alluding
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to in terms of the final paragraph of your statement? You talk
about personal responsibility and a variety of other things.

Does that get at the things which you’re most concerned with?

Senator DOLE. Well, it may. Again, I don’t know if I want to com-
ment on different pieces of legislation; they’re plenty of them
around. I may have a little different view than Newt has. But I
think the important thing is that they are taking a look at how we
can have this intergenerational security for both younger people
and the seniors, who are already eligible or will be eligible in the
next 10, 15, 20 years.

I think there you make senior citizens nervous when you start
talking about personal savings accounts. There’s got to be a lot of
education done, and maybe that’s part—that’s what the dialog
group would do between now and next January, as I understand
it; disseminate information. Let seniors know about the program.
Let young people know about proposed programs. But I think it’s
a step in the right direction.

Mr. HouGHTON. Thanks very much. Thank you, Mr. Chairman.

Chairman ARCHER. Mr. McCrery.

Mr. McCRERY. Thank you, Mr. Chairman. Welcome, Senator
Dole. It’s nice to have you back with us.

Ms. Hieger—is that how you pronounce your name?

Ms. HIEGER. That’s correct.

Mr. McCRreRY. OK, thanks.

If we were able to construct a plan for Social Security that would
allow people in your generation to establish an individual invest-
ment account and would guarantee you at least 100 percent of the
current Social Security benefit, and would likely allow you to re-
ceive more than the current Social Security benefit, would that be
a plan you could sign on to?

Ms. HIEGER. I think we would definitely sign on to any plan that
could do that.

Mr. McCRERY. And let me go further, make it even better. If we
could come up with a plan that would do those things, and would
not involve any increase in your payroll taxes, you'd like that too?

Ms. HIEGER. I'd like to see that plan.

Mr. McCRrERY. Well, we're working on one. We're not quite there
yet. But I think Mr. Chairman, what we have is a unique oppor-
tunity, a window in time, if you will, with the surplus that we are
going to enjoy if all the projections are accurate for the next 10
years or so.

It gives us a unique opportunity, Mr. Chairman, to provide a
transition from the current Social Security system, which is basi-
cally a pay as you go, dependent on payroll taxes from the current
working generation, to a system which relies more on investment
in the private sector and builds on the dynamics of that invest-
ment, compounded interest, all those things that the Speaker
talked about.

And Mr. Chairman, contrary to our colleague, Ms. Kennelly, I
think if we do nothing with the surplus but buy down the debt and
in effect rely on government investment, rather than freeing that
money for private investment, we are missing a huge opportunity.
We ought to take advantage of this, not only for Ms. Hieger’s sake,
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but for my two children’s sake, and for future generations of Ameri-
cans.

I commend the Chairman, the Speaker, and others for not being
afraid to think outside the box on this; look at how we can use the
surplus in imaginative ways to get us to a system that Ms. Hieger
can sign on to.

Thank you, Mr. Chairman.

Chairman ARCHER. Mr. Levin.

Mr. LEVIN. There’s going to be a hopefully bipartisan dialog on
April 7—that’s in less than a week—sponsored by AARP and the
Concord Coalition in Kansas City, and then theyre going to be
three more.

I'm hopeful that both parties will actively participate. I was
going to ask the Speaker whether he might be there, and I hope
some of you in the media will ask the Speaker if he’s going to par-
ticipate.

And I don’t know, Mr. Chairman, if you’re planning on partici-
pating in any of these fora. They're going to be four of them, in ad-
dition to those sponsored by the Pew Foundation. And then the ex-
pectation is, after these four bipartisan hearings in the next
months and the Pew-sponsored dialogs, the President intends to
have a full-fledged session in December to see if we can work out
a bipartisan approach on Social Security.

And essentially what is being suggested here, is that we have a
second mechanism put in place, that overlaps or competes with a
process that has already begun. I'm afraid that can undermine the
very hope that we can have a bipartisan approach here. I don’t un-
derstand it. I guess a test will be the level of participation in the
April 7 meeting and in these others.

I hope, Senator Dole, that you’ll use your prestige to try to help
make these meetings work. You have among us, from me person-
ally, the highest respect. You describe the need for a commission
in 1983. It was embroiled in political controversy for months. The
system moved closer to insolvency and prospect for a bipartisan
consensus seemed remote.

I don’t know how that really fits exactly where we are today, and
it would seem to me the prudent thing to do is to see in these next
months whether the dialog can be meaningful, and then after the
election whether a White House bipartisan session fails or not. If
it fails, then we go to the next step.

So, I don’t know, Senator Dole, if you want to comment on that.
You know from our personal relationship my respect for you. I'm
just afraid setting up competing mechanisms sends the very oppo-
s}ilte message of bipartisanship. I don’t see how else people read
this.

Senator DOLE. I think the one big difference of course is that
Congress has no responsibility in the other—Concord and AARP.
And as I recall back in the early eighties, when we knew we were
going to have to face up to this issue sooner or later. We had
Interfund—and we did everything we could to avoid facing up to
it, and many people thought nothing’s going to happen until the
Year 2000. We had a number of groups then, and advisory councils
and commissions were trying to be helpful, and they were helpful
to some extent. But it wasn’t until we got into this crisis stage that
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we knew if we didn’t produce, it might be another extension of the
Commission. And I think both parties then understood it would be
a very difficult thing to go back home and say, well, we couldn’t
solve Social Security, so your July 1 check will arrive July 10, or
whatever.

So I think it’s a different time, but hopefully better bipartisan
spirit prevails now.

Mr. LEVIN. So, the question is, Why not see if this effort can’t
work the next 7 or 8 months. The members of Concord are being
invited to participate on a bipartisan basis in these AARP-Concord
coalition sessions. It’s up to us to make those work.

Senator DOLE. Well, I'll let the Committee make that judgment.

Mr. LEvVIN. OK, thank you.

Senator DOLE. Thank you, Senator.

Chairman ARCHER. Mr. Ramstad.

Mr. RAMSTAD. Thank you, Mr. Chairman. Thank you for initiat-
ing this important national dialog on the crucial issue of preserving
Social Security. Nothing’s more important to the American people,
as it’s been pointed out here today. And I share some of the con-
cerns that have been raised.

If ever a situation called for a bipartisan, pragmatic approach,
it’s the current situation involving the future of Social Security. I
think we started on a good foot here today, and certainly appre-
ciate the three witnesses here, all three very distinguished, very
appropriate, representing the three generations.

As the Speaker said, “I support the President’s proposal to save
every penny of the surplus to preserve Social Security,” and that
certainly indicates a desire to work in a bipartisan, pragmatic way.

I was intrigued, Ms. Hieger, by your proposal to put Social Secu-
rity reform on a fast track, if you will. That is, we give fast track
authority to Social Security reform. We take the consensus rec-
ommendation of this bipartisan commission, have an up or down
vote, and depoliticize the issue as we did with respect to the Base
Closure Commission.

Senator Dole, what’s your opinion of that recommendation by Ms.
Hieger?

Senator DOLE. Well, I think on the surface, with all due respect,
it might appear to be a remedy, but I don’t think it will work. You
couldn’t extend the Base Closure Commission the last time
around—you, the Congress. There’s no enforcing mechanism enforc-
ing the bill, that’s one thing that you know immediately. But I'm
not certain I would pursue that policy.

I think if the Commission or the Dialogue Council, whatever dia-
log it may have, does its work well and has outstanding members
on the Commission, and keep it out of politics as much as you can,
it’s going to have so much momentum when it comes into Congress,
you're going to have a lot of bipartisan support. And if you don’t
have bipartisan support, it’s not going to go anywhere, and you're
going to wait, as I said, you’ve got 1 year to go or 6 months to go,
or don’t get the checks out on time, and then something will hap-
pen.

I think some of the surplus, we ought to pay off the debt. We're
paying about a $1 billion a day in interest, and that also affects
the younger generation.
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Mr. RAMSTAD. Ms. Hieger, did you want to comment further on
that idea?

Ms. HIEGER. I think our idea that we model it after the Base Clo-
sure Commission was just to expedite the entire process. One thing
that this bill does have in it that we do like, that if the Commission
does come about there’s a 10-month deadline, and we feel that
that’s very quick, but we know that these things can get extended.

Mr. RamsTaD. Well, I have already begun this dialog back home
by listening to my constituents. And the American people are
smarter than many politicians give them credit. They understand
that if we don’t make some significant reform to Social Security,
the trust fund will be insolvent by the year 2029. They understand
that when the first of my generation, the Speaker’s generation, the
so-called baby boomers, start collecting Social Security in another
10 years, that more people are going to be collecting than paying
in through FICA taxes.

The American people are going to hold us accountable and re-
sponsible whether or not we have an up or down vote, or we bring
it into the legislative process, in the normal course of the process.
So, I appreciate again the input from the three witnesses today,
and would yield back the balance of my time. I look forward to
working with you in the future.

Chairman ARCHER. Ms. Dunn.

Ms. DUNN. Thank you very much, Mr. Chairman, and I commend
the Chairman for calling this hearing today. I think it’s very impor-
tant that we begin this public first step in the Congress to debating
the important issues surrounding the continuation and the protec-
tion of Social Security. I, as Mr. Ramstad has done, have started
this debate in my district and have held several townhall meetings
on it. And, in fact, after joining Mr. Crane on his trip to Chile, did
invite and was lucky enough to secure José Pinera, the former
labor minister, brought him to Seattle. And we were able to put
him in a situation with reporters and with young people who are
part of my youth congress, and with other members of our commu-
nity to talk about Chile’s remarkable success. And so many of us
are learning about the Social Security issue with that as a premise,
and I think it’s a very exciting plan.

What I have discovered, Mr. Chairman, is that it may be very
good to start a national dialog but there are some first steps that
have to be taken and we must assure, first of all, that all the par-
ticipants in this dialog are informed and in a position to have a
meaningful debate through information. So I just want to bring to
your attention the fact that today I introduced the Social Security
Sunshine Act which I think will contribute to a very strong, genu-
ine, and informed dialog about Social Security.

As we look at the ways we can personalize and modernize the
current system, we’ve got to include those who are most affected
by the program: the current beneficiaries. And so the legislation
I'm proposing will supplement the Chairman’s legislation by help-
ing Americans to understand the problem that they system faces,
and it will help to design a long-range program to modernize Social
Security.

The legislation, the Sunshine Act, is much like a pilot program
that I introduced into law in the 104th Congress. Two experiments
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are being conducted right now on groups of 250 people, and the re-
sults and analysis of that experimental program will be presented
by the Commissioner, and the survey responses that we receive
back from those folks will come to Congress very soon.

The point of it is to assist people, and seniors in particular, to
better understand their contributions and the benefits under the
Social Security system. What I've discovered through townhall
meetings, in talking with seniors in my district, is that it’s very
ironic that other retirement benefit programs like mutual funds or
IRAs do provide this sort of information in writing on a quarterly
basis, and many provide access by 24-hour-a-day telephone lines.

We will request this information be given annually to people who
are eligible for Social Security: Number one, the total wages and
self-employment income the individual has earned; number two,
the total contributions of the employer, the employee, and self-
employment from wages; number three, the total amount paid to
the individual as benefits; number four, an explanation of this
statement in terms that are easy to understand.

So, by bringing this to your attention today, Mr. Chairman, I
would like to request that as the Committee moves forward with
consideration of your bill, you consider inclusion of the Social Secu-
rity Sunshine Act into your base bill.

Thank you, Mr. Chairman.

Chairman ARCHER. Thank you, Ms. Dunn. Mr. McNulty. Is he
here?

Mr. Collins.

Mr. CoLLINS. Thank you, Mr. Chairman. I'll be very brief. I just
want to thank the two panelists who appeared for the presentation.
Ms. Hieger, as a father of four, I hear your echoes at home quite
often, too, that my children are very frustrated with the fact that
we take money out of their paychecks and bring it to Washington
for a program that they’re very doubtful about. They feel if they
had those funds, they could invest them themselves. Of course, I
often wonder if they would have the discipline to do that, and
that’s one of the reasons we have such a program.

But it is a program that has to be addressed. We want to ensure
that our seniors today, and those of us who are going into the sys-
tem in the very near future, will receive our benefits. I think that
if we put in place a program that will allow the compounded inter-
est to be accrued to your account, you will be far ahead when you
reach the age of retirement.

I would hope we would be able to put together a program to en-
hance those benefits to a point, for your age, that would also allow
us to reduce the payroll tax on you as time goes, so that you have
more funds to direct in your way rather than through our way.

Thanks again for coming. Senator Dole, it’s always a pleasure to
be in your company.

Thank you, Mr. Chairman.

Chairman ARCHER. Mr. Becerra.

Mr. BECERRA. Thank you, Mr. Chairman. Actually, before I ask
any questions, if I could just add a few comments with regard to
Chile.

Everyone seems to focus on the example of Chile and making a
comparison with the United States. I think we should not forget
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that 10 or 15 years ago, this was a dictatorship and an authoritar-
ian government that provided few rights to its workers, let alone
benefits including private pension opportunities. And chances are
that if there were pension plans there in Chile for some of its work-
ers, they were either not solvent or not funded for those who
reached retirement age.

We should also remember that the demographics of Chile are
much different from the demographics of this country. They have
a much younger population that has not had this social contract
with Social Security as we have had here. We have a baby boomer
generation that is getting very close to retirement age which must
be addressed. Chile does not have that situation, where it must
deal with a large retirement population.

If I could ask—and it’s Hieger, is that correct?

Ms. HIEGER. That’s correct.

Mr. BECERRA. A quick question for you. You mentioned, and I
read with some humor part of your testimony, where you mention
in regard to your discussion of the Dialog Council, the overseeing
body for this legislation, that, if I'm quoting correctly, it says, “If
this panel is comprised exclusively of white males over the age of
50, it will have great difficulty gaining the support of the majority
of the American people who do not fit this category.”

Would you urge that the Dialog Council be as reflective as pos-
sible of the American people that you mention?

Ms. HIEGER. Well, I believe the way that the Dialog Council is
set up is that is reflective of that. It’s the expert panel, the biparti-
san panel, that would come up with the actual reform, that only
mandates that employees be represented and employers be rep-
resented by one member each. And we want that to have this
intergenerational diversity as well.

Mr. BECERRA. What about some of the other demographics of the
country, for example, male, female: the majority of this country is
female. Too often, as you mention, white male over 50, we don’t
find in these bodies that get to make decisions that we have a rep-
resentative sample of the population, whether female or in the case
of ethnic or racial minorities. Is that something that would be im-
portant to have in any body that makes decisions that affect all of
America?

Ms. HIEGER. I think it’s something that should be considered. I
think what you’re saying is accurate. These groups don’t tend to be
represented on groups like this.

Mr. BECERRA. And I'm also disappointed the Speaker is not here,
but perhaps I could ask both Senator Dole and you, Ms. Hieger,
this question: We are right now in the process today of debating
legislation on the floor of the House that deals with authorizing
moneys for all of our transportation projects nationwide, whether
it’s a highway or a mass transit system on rail, or it’s busses. That
proposal, it’s H.R. 2400, proposes to spend about $218 billion over
the next 5 or 6 years for transportation projects. That’s about $26
billion over what the balanced budget deal of last year said we
should provide for that type of spending, highway and mass transit
spending. So it’s above the cap set by the balanced budget deal.

We know we’ve been told there will be a budget surplus of about
$8 or 9 billion for this year. Would you recommend that Members
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of Congress support legislation that would overspend by $26 billion
in the area of transportation rather than, as the Speaker had men-
tioned, and others had mentioned, we preserve that budget surplus
for purposes of Social Security?

Ms. HIEGER. I would rather not comment on that legislation, I'm
not familiar enough with it. But I do think one of the things that
we worry about in reforming Social Security is that we don’t come
up with a plan that gives every district in the country something
so that we end up with a plan that doesn’t fix the system. We have
to be very careful about that, and get a plan that is fair to everyone
and is cost effective.

Mr. BECERRA. Senator, I don’t know if you wish to comment on
that question.

Senator DOLE. No, I think I'll limit my comments to the process
here. I'd get into a debate with all my colleagues, but it’s a good
question. [Laughter.]

Mr. BECERRA. One last question. The legislation creates these
councils and commissions, but it doesn’t require that they live
under the standards that most public bodies would live under
which require full disclosure and openness. Would you recommend
that whatever panels are created, that they live under the same
rules that require openness and disclosure, that we currently have
for most bodies that provide public input?

Senator DOLE. I would.

Mr. BECERRA. I'm sorry, Senator, I don’t think your comments
were captured by the mike.

Senator DOLE. I said I would. I don’t know what—I read the bill,
but I don’t know what disclosure you’re talking about, but

Mr. BECERRA. The Federal Advisory Committee Act requires that
meetings be open to the public, and the stated purpose of the coun-
cil in this legislation is to encourage the American public in under-
standing the current Social Security Programs and to generate
comments——

Senator DOLE. I think you need to be a little careful there be-
cause I can recall back in 1983 when we got down to the nitty grit-
ty, and we had everyone else in the room, we never would have
gotten it done. I think that’s an exception, obviously, if you get into
the second phase as I understand H.R. 3546 does.

Mr. BECERRA. Thank you.

Chairman ARCHER. The gentleman’s time has expired.

Mr. Portman.

I would like very much to release this panel when we go to vote
so that they don’t have to stick around, and I hope that will be ac-
ceptable to the Members of the Committee, but we will return after
the vote. And the Chair would announce also that I would encour-
age Members to get a bite of lunch, and we’ll come back here at
12:15 with the next panel, after Mr. Portman completes his in-
quiry.

Mr. PorTMAN. Thank you, Mr. Chairman. We’re down to the
hard core now, and not much time left. I want to thank you both
for being here and for the Speaker. I think this is very exciting.
This is really the next step in the process. I'm on the Social Secu-
rity Subcommittee, and we’ve heard from Third Millennium and a
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lot of other good outside groups, as well as from Members of Con-
gress.

This takes it to the Full Committee level, and now we have a
specific proposal for a process to actually come up with a bipartisan
and fair solution to, as Senator Dole said earlier, one of the most
pressing problems in our Nation. One that you indicated, of your
long and distinguished career, you take great pride in working on,
from your 1983 experience. I've got a couple of specific questions,
but let me also say, in response to Sandy Levin’s question, and Mr.
Levin is not here now, there are a lot of groups out there who are
trying to encourage dialog on this. I have in my district next
month, what I think is going to be a very important exercise—it’s
called an “Exercise in Hard Choices,” and the Third Millennium is
involved in it, as is AARP, as is the Concord Coalition, and a num-
ber of other groups. I understand that they’re having 10 town
meetings around the country, and I am participating.

I encourage other Members to do that. I think most of them are,
as we've heard today. And I think, the more the merrier. Let’s en-
courage all this. But it’s different than the process that Senator
Dole talked about in 1983 which is actually having Members of
Congress involved and drafting legislation.

I just went through this process with the IRS Commission, as
you know, Senator Dole, and in that instance we had 17 Commis-
sioners, 4 of whom were Members of Congress, and we often said
that was good because we had real world experience and not just
politicians. But on the other hand, it was helpful, I think, to have
the four Members of Congress to be able to push the process
through.

We actually passed legislation recommended by the Commission
in the House within 3 or 4 months. It’s now in the Senate and
probably will be enacted into law within the next month or so. So
my question to you is, having looked at the Dialog Council and the
bipartisan panel, and the legislation that’s proposed, it would
imply, perhaps, that there might not be Members of Congress. I
think it would be possible on the bipartisan panel to have some
Members of Congress, although it’s not stated. Do you think it’s im-
portant to have some Members of Congress involved in the process?

Senator DOLE. No doubt about it. That’s the difference between
this and all the other groups that have been mentioned here.
You've got Members of Congress who are going to be responsible
to their colleagues on both sides of the aisle, there are going to be
Members of the Committees of jurisdiction. I think it’s very impor-
tant.

Mr. PorTMAN. OK. Ms. Hieger, do you have any thoughts on
that, this would be in regard to the bipartisan panel, which I think
is limited under the legislation to eight members. I know you ear-
lier indicated you had seen the draft of legislation and that you
would support the general concept. Do you think there should be
Members represented on that panel?

Ms. HIEGER. Yes, I do. I think that holds the Members account-
able and it gets Congress involved in the reform process, and I
think that’s very important at this stage.

Mr. PorTMAN. OK, thank you. The other quick question I would
have is with regard to Ms. Hieger’s suggestion that we follow the
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base closure model where it’s an up or down vote, which worked
well with regard to base closure, in my view, and my question is
whether that would apply to this situation. I'm not sure it would,
but I wonder, Senator Dole, given your experience in 1983, if you
would have some thoughts on that.

Senator DOLE. I think I'd want to think about that very care-
fully, but it just seemed to me, based on my experience, there are
probably—when you cast votes on Medicare, Social Security, or pay
raises, they’re about the most sensitive votes you can cast around
here, and that’s why I think this bipartisan effort by the Chairman
and others is off on the right foot. But I'm not certain I would go
as far as Melissa does on the base closing. It might work there, it
might work with certain other things that I've recommended over
the years, but I'm not certain about Social Security.

Mr. PORTMAN. You think having the Ways and Means Committee
and the Finance Committee and the House and Senate more in-
volved might be helpful to come up with a solution?

Senator DOLE. They have to be involved. It would be very help-
ful. It doesn’t mean you’re going to have success. It may not work.
You may have to go back and extend it again. But it seems to me
it has a greater possibility of working now than it did in 1983.

Mr. PORTMAN. Well, again, thanks very much for the input. And,
again, I think this is an exciting development, and we’re moving
forward. I appreciate your input and look forward to continuing to
work with both of you.

Thank you, Mr. Chairman.

Chairman ARCHER. Ms. Thurman is recognized for inquiry. At
the conclusion of her inquiry, the Committee will stand in recess
until 12:20, for the next panel.

Ms. THURMAN. Mr. Chairman, I appreciate that and I am par-
ticularly pleased to have both of you here. Senator, let me com-
mend you for the prior work you did on the Commission.

I want to make a statement here, very briefly. In the district that
I represent, I have the second oldest population in the State of
Florida, and the second poorest district, so you can see the makeup
and many of these live month to month on their Social Security.

And just a statement that I know is going to be made in the
next, or one of the next panels, by AARP, that says, Social Security
faces a long-term challenge but is not a crisis. I think to start this
debate in this country, we should not put fear into people, but we
should let them understand that we are looking at a time of 2029,
potentially. And even in that, we’re looking at the fact that incom-
ing revenue, at this point, will finance three out of four of our bene-
fit dollars.

But I do think this dialog has to take place. I think we've been
given an opportunity because we have been given long term. But
I do not want to see this debate turn into somebody being scared
or to think about people there today are worried that tomorrow
that safety net might not be available to them.

And I would say, also, the reason I left is because I was talking
to the chancellor of my university system in Florida. I also have
the University of Florida. I'm going to make sure they get this
pamphlet, and see if we can’t help you get some ideas for some of
these things.
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Senator DOLE. I agree with your statement, we shouldn’t frighten
people. We have time now to do this in a deliberate way and get
it done, hopefully in a bipartisan way.

Thank you.

Ms. THURMAN. And I thank you both.

[Recess.]

Chairman SHAW [presiding]. We're going to go ahead and start
the hearing. The Chairman will be back shortly. For our next
panel, we’ve got Jim Kolbe, a Member from Arizona. He'll be joined
by Jerry Nadler, a Member from New York, and Earl Pomeroy, a
Member from North Dakota.

Mr. Kolbe is recognized. We, of course, have your full statement,
as you're well aware, which will be made part of the record. We in-
vite you to summarize in any way you see fit.

STATEMENT OF HON. JIM KOLBE, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF ARIZONA; AND COCHAIR,
HOUSE PUBLIC PENSION REFORM CAUCUS

Mr. KoLBE. Thank you, Mr. Chairman, and, yes, I will summa-
rize my statement since the full statement is in the record. I want
to thank you, Chairman Archer, and the other Members of this
Committee, for having this very important hearing, and also for the
work that several Members of the Committee are doing on the So-
cial Security front.

There’s no doubt that Social Security has been, and continues to
be, one of America’s most successful social programs. I think we
look to that as the principle reason that poverty among the elderly
has declined dramatically. However, it’s time to face the underlying
challenge, the fiscal challenge to Social Security. The United
States, like a lot of other nations, is about to embark on an unprec-
edented demographic transformation which is going to place a real-
ly heavy burden on the Federal Government to pay Social Security
benefits.

Looking at this 3 years ago, Charlie Stenholm and I cofounded
the House Public Pension Reform Caucus. Together, with now more
than 70 other Members, almost equally split between both parties,
we spent the last 3 years researching, discussing, examining prob-
lems that plague the Social Security Program, and looking at var-
ious options for reform of it. We know, as anybody in this body
knows, that bipartisanship is the only path that’s going to lead to
a resolution of the Social Security challenges that are before us.

I'm here today to talk about an idea of using a bipartisan panel
or commission to develop a Social Security reform proposal. Before
I comment on the desirability of a commission to formulate a Social
Security reform proposal, let me briefly highlight some of the work
that has already been done in the area of Social Security.

The President’s participation in Social Security reform debate in
his State of the Union announcement has given the issue a very
high, national profile, but it’s certainly not a new one. We didn’t
just figure out in 1998 that baby boomers are going to start to re-
tire in the year 2012.

A lot of Members of Congress, Democrats and Republicans alike,
have helped to lay the groundwork for reform. They’ve begun the
discussion with the American people. They’ve made it possible for
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the President and other Members of Congress to discuss what has
been always called, affectionately, the third rail of politics.

There’s a lot of different information in my statement. I have a
list of the various commissions that have worked in the past on the
Social Security issue, but let just take a moment to highlight a cou-
ple of those and the key things they have done. First there was,
in 1994, the President’s Bipartisan Commission on Entitlement and
Tax Reform, cochaired by Senators Bob Kerry and John Danforth.
And it brought to light, certainly made the public aware, and I
think Members of Congress aware for the first time, of the long-
range, the alarming long-range budget impact of entitlement pro-
grams as they are currently designed under law.

Then in 1994 to 1996, we have the Advisory Council on Social
Security. It broke ground in a number of ways, with the completion
of their package. It dealt not only with the long-term financing of
the program, but with equity and adequacy of rates of return be-
tween generations. Second, the council included Social Security re-
form, three reform proposals, rather than one. Some criticized it for
not proposing one unified reform proposal, but I think it made a
major step forward by being the first to talk about using the mar-
ketplace to help solve some of the problems, and creating the na-
tional dialog. Even though they didn’t come, as I said, to one uni-
form proposal, all three of the proposals they had, each utilizes the
private market in some way to help ensure the long-term solvency
of the program, provide a more equitable rate of return across gen-
erations.

So the groundwork is being laid. The public is ready, the Con-
gress, I think, the public is ready to get—go forward with this.

Last, we have the work of the Center for Strategic and Inter-
national Studies National Commission on Retirement Policy. The
NCRP is a bipartisan, bicameral, public-private sector Commission,
cochaired by my self, Congressman Stenholm, Senators Judd Gregg
and John Breaux. It’s a Commission that is special and includes
representation from both the public and private sectors, including
such places as IBM, Fidelity, Paine-Webber, Exxon, the World
Bank, the Urban Institute, and the Third Millennium. We’ve had
a lot of hearings, and we expect to have a comprehensive rec-
ommendation for reforms in May 1998.

Why do I mention all of these Commissions? It’s not to suggest
that the bipartisan panel that the Speaker spoke about earlier
today doesn’t have merit. I strongly believe there is a need to de-
velop a mechanism for Members of Congress to join together to de-
velop comprehensive reform legislation. But the key word in this
statement is Congress. We don’t need another expert, external com-
mission operating outside of the realities of the legislative process,
and that’s why Congressman Stenholm and I have introduced legis-
lation which would create a supercommittee.

It would establish the process for elected Representatives in the
Congress to review all of these reform proposals, develop a consen-
sus that can be enacted into law. It’s important that the super-
committee is like a commission in that it will develop a bipartisan,
bicameral Social Security reform proposal. If we’re going to create
another commission, we ought not to begin at ground zero. The ex-
pert groups of the past years have diagnosed the problems, they've
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offered solutions. We need to look at these options and continue to
move forward. There are a lot of other grassroots programs that
are out there.

And my time is up, Mr. Chairman, and I won’t go into those. But
I think it’s worth noting there is a tremendous effort being spent
at the grassroots level, just let me mention one. The Pew Chari-
table Trust is spending $12.5 million this year to educate the
American public on the problem of Social Security. That’s a good
deal of money that can be spent in this area.

I think we have the will, I think we have the tools to move ahead
with Social Security reform. I don’t think we should delay it. I hope
we will do so. Saving Social Security first should not be rhetoric;
it has to be our plan of action, and we should put that plan into
place now.

Thank you, Mr. Chairman.

[The prepared statement and attachments follow:]

Statement of Hon. Jim Kolbe, a Representative in Congress from the State
of Arizona; and Cochair, House Public Pension Reform Caucus

Mr. Chairman, and members of the Committee, I am pleased to be here this
morning to discuss the very important issue of Social Security reform.

DEMOGRAPHIC REALITIES:

It’s time to face the facts underlying Social Security’s fiscal challenge. The United
States, like so many other nations, is about to embark on an unprecedented demo-
graphic transformation. Social Security beneficiaries are destined to grow five times
faster than workers. As Baby Boomers begin to retire in 2010, this country will have
a greater proportion of elderly citizens than it ever has in the past.

Exacerbating the situation is the fact we are now living a great deal longer than
our grandparents. The framers of the Social Security system designed it with con-
temporary life spans in mind. When created in 1935, 65 was the benchmark retire-
ment age. However, the average life expectancy of a child born in that year was only
64. Today, men and women are living well into their late 70s and early 80s.

We must be certain that we do not take our eye off the end goal of short-term
gains. Social Security is one of America’s most successful social programs. It has
been a principal reason that elderly poverty has declined dramatically. The Social
Security program is credited with reducing the proportion of senior households with
incomes at or below poverty level to 13 percent.

Social Security deserves to be saved. The data and statistics generated both in
the private sector and the Administration show that the program is headed toward
bankruptcy. Knowing the facts is the only way to cut through the half-truths and
distortions that stifle change. The Social Security and Medicare Board of Trustees
reported that the Social Security trust fund will be bankrupt in the year 2029. And,
even more alarming, in 2012 the government will begin paying out more in benefits
than is collected in payroll taxes.

In 2012, Members of Congress will have to begin to make the hard choices in
order to continue paying retirees’ benefits. Some of the hard choices will be to in-
crease workers’ payroll taxes, decrease retirees’ benefits, or force deeper cuts in dis-
cretionary spending on other federal programs including, but not limited to, defense,
medical research, park maintenance, and education in order to redeem the Treasury
bonds held by the Social Security Trust Fund.

But, we do not have to wait until 2012! Rather, we can be bold and proactive and
look for ways to reform Social Security today. Currently, we have a strong economy,
the Social Security trust fund is in surplus, and the American people understand
that the program will begin to experience problems in the very near future.

A poll conducted by the Washington Post and ABC News found that 88 percent
of Americans polled believe that Social Security stability should be a major goal of
the government. Social Security stability topped the agenda for Americans nudging
the fight against crime and drugs into the 2nd priority slot.
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PuBLIC PENSION REFORM CAUCUS:

If we do nothing now we will leave the hard work for future generations to sort
out. Due to the many changes in Social Security benefits since its inception and the
demographic realities that face our country, today and tomorrow’s workers will pay
for our inability to act today. We can do something now.

For the past three years, as co-chair of the House Public Pension Reform Caucus,
I have worked with my Democratic co-chair, Congressman Stenholm, and the 70
other Public Pension Reform Caucus members to discuss, research, and examine the
problems plaguing the Social Security program and the various options for reform.
The interesting fact about the Public Pension Reform Caucus is that membership
is divided evenly amongst Democrats and Republicans and includes representation
from all over the political spectrum within both parties. We recognize that bi-
partisanship is the only path that will lead us to resolution of the Social Security
challenges will face.

I welcome the President’s participation in the Social Security reform debate and
am pleased that his State of the Union announcement has given this issue a na-
tional profile. However, I would like to congratulate all the members of Congress
who have been a part of this debate for many years. Members that have had the
courage to discuss this issue at home with their constituents; and made it possible
for the President and other members of Congress to discuss the third rail of politics.
These leaders include: Senators Bob Kerrey, Patrick Moynihan, Judd Gregg and
John Breaux, Congressmen John Porter, Mark Sanford, Tom Barrett, Nick Smith,
my PPRC co-chair Charlie Stenholm, and all 70 PPRC members.

A number of ideas have been developed on how best to proceed with the Social
Security reform discussion. Some have advocated saving budget surpluses for Social
Security: thus, creating yet another trust fund. Others advocate the creation of a
Commission or Bi-partisan panel—the focus of today’s hearing. I believe the Kolbe/
Stenholm Super Committee legislation is the route we should take.

COMMISSIONS:

It is important to note that a lot of work has already been done to help set the
stage for Social Security reform. The legislative process is moving in the direction
of reform. Many of the previously mentioned members of Congress have already in-
troduced comprehensive Social Security reform legislation. For the review of the
Committee, attached is a complete list of these Social Security reform bills—At¢tach-
ment A: Social Security Reform Legislation.

Additionally, a number of past commissions have also begun to set the stage for
Social Security reform. These commissions have explored the long-range budget im-
pact of entitlement programs, the financial solvency of the Social Security trust
fund, the equity and adequacy of Social Security benefits across generations, and
have developed various Social Security reform solutions. Attached i1s a brief listing
of the past commissions that have worked on the Social Security issue—Attachment
B: Social Security Reform Policy Commissions.

Bi-partisan Commission on Entitlement and Tax Reform:

The President’s 1994 Bi-partisan Commission on Entitlement and Tax Reform, co-
chaired by Senators Bob Kerrey and John Danforth, brought to light the alarming
long-range budget impact of entitlement programs as designed under current law.

The Commission found that the long-term entitlement problems hinge on the im-
pending retirement of the 76 million Baby Boomers beginning around 2010. The re-
tirement of the baby boom population will place an enormous strain on the federal
government’s ability to pay 100% of retirees benefits. Currently, the Social Security
program accounts for nearly 22% of federal expenditures. In 2010, when the Baby
Boom generation begins to retire the cost of the Social Security program is projected
to balloon enormously.

Aduvisory Council on Social Security:

While the Bi-partisan Commission on Entitlement and Tax Reform was defining
the impact of the baby boom generation’s retirement on the federal government, the
President’s 1994-1996 Advisory Council on Social Security was examining the long-
range financial status of the Social Security program, and making reform rec-
ommendations which took into consideration equity and adequacy of benefits be-
tween generations.

The Advisory Council broke ground in a number of ways with completion of their
package. First, the Council dealt with not only the long-term financing of the pro-
gram but the equity and adequacy of rates of return between generations. Second,
the Council included three Social Security reform proposals rather than one. Some
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criticized the Advisory Council for not proposing one unified reform proposal; how-
ever, I was pleased with the package since it took a meaningful first step to stimu-
late a national dialogue on the issue of Social Security.

Finally, it is important to note that although the Commission was unable to issue
a unified reform proposal the one common element in all three proposals is that
each plan utilizes the private market to help ensure the long-term solvency of the
program and provide a more equitable rate of return across generations.

Center for Strategic & International Studies: National Commission on Retirement
Policy

In 1997, the Center for Strategic and International Studies convened the National
Commission on Retirement Policy. The NCRP is bi-partisan bi-cameral public/pri-
vate sector Commission which is co-chaired by myself, Congressman Stenholm, Sen-
ators Judd Gregg and John Breaux. Outside expert Commission members include
representation from the following organizations, The Urban Institute, EBRI, IBM,
Fidelity, Paine Webber, EXXON, and the World Bank, to name a few. The Commis-
sion has conducted hearings on the various reform proposals and will complete its
work on a bi-partisan solution to the problems plaguing our Social Security program
in May, 1998. The Commission will also be conducting education forums throughout
the country over the next year.

Why do I mention all of these Commissions? It is not to suggest that the Bi-
partisan panel concept does not have merit. I strongly believe there is a need to de-
velop a mechanism for members of Congress to join together and develop com-
prehensive Social Security reform legislation. The key word in this statement is
Congress. We do not need still another expert, external commission operating out-
side of the realities of the legislative process developing yet another list of rec-
ommendations. What we do need is movement toward actual legislation which can
be passed by Congress and signed into law.

Super Committee Legislation:

Congressman Charlie Stenholm and I have introduced legislation which will cre-
ate a bi-partisan bi-cameral Super Committee. The Super Committee will establish
the process for the elected Representatives in Congress to review all of the Social
Security reform proposals and develop a consensus proposal that can be enacted into
law. By establishing the framework necessary to analyze the numerous Social Secu-
rity reform recommendations previously proposed, we can ensure that Congress will
not delay in reforming Social Security.

It is time for Congress to step up to the plate and take the next important step
and formulate Social Security reform legislation. Specifically, the “Super Commit-
tee” will look at the Advisory Council proposals, the CSIS Commission work, other
members legislation, and conduct hearings on other issues to help formulate a solu-
tilon that will ensure the most viable Social Security program for the American peo-
ple.

The “Super Committee” will include 16 House members and 16 Senators and it
will be divided evenly between Republicans and Democrats. It is important to note,
like a Commission, the Super committee will develop Social Security reform rec-
ommendations, but in the final analysis the Committees of jurisdiction would have
final review of the legislation. After completion of the legislation, it would be re-
ferred to all House and Senate Committees with jurisdiction over the Social Security
and then brought to the floor for consideration.

We do not need to begin at ground zero, again. The expert groups of the past sev-
eral years have diagnosed the problems facing Social Security and many of these
groups have also offered options to reform these problems. We need to look at these
reform options and continue to move forward. During a recent Senate Budget Com-
mittee hearing, Alan Greenspan, the chairman of the 1986 Greenspan Commission
on Social Security recognized the work of these groups, and stated, “that we don’t
start at square one. We are far beyond square one at this point.”

If we are planning to move forward with a Commission or Bi-partisan panel we
must make certain that it does not take us a step back. Members of Congress were
elected to make tough choices. Our constituents expect their elected representatives
to make the decisions on changes to a program of this importance in their lives.

GRASSROOTS CAMPAIGN:

There has also been a call for a national campaign which would devise methods
of informing and engaging Americans—from all walks of life—and invite them to as-
sist as members of Congress begin to formulate a Social Security reform proposal.
However, it is important to note that many grassroots organizations have already
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begun an intense national campaign. Please review attachment C which outlines all
of the grassroots organizations—Attachment C: Social Security Reform Grassroots
Activities.

I would like to mention one of these organizations. The Pew Foundation’s Ameri-
cans Discuss Social Security is an unprecedented nationwide initiative to advance
public understanding of Social Security and engage Americans to participate more
actively in determining its future. The Pew Charitable Trust grant of $12.5 million
has created this two-year non-partisan effort. It will use a series of forums and
round tables in all 50 states designed to create a national conversation about the
future of Social Security and provide a framework in which millions of citizens from
all walks of life can help America’s policy makers resolve this issue.

The first ADSS event was a huge success with over 1,200 citizens participating
in an interactive video teleconference linking citizens in 10 cities throughout the
country. ADSS is already working on their next educational series. ADSS will host
five citizen engagement forums to give 500 to 700 citizens in each location the op-
portunity to engage in an informed discussion about the future of Social Security.
One of these events will be in Phoenix, Arizona which neighbors my district, and
I intend to participate. ADSS will not stop with these five forums; it is their strat-
egy to convene an educational forum in every state during this two-year campaign.
Please review attachment D, which provides further details on the ADSS cam-
paign— Attachment D Americans Discuss Social Security.

Kolbe Task Force on Retirement Savings:

Members of Congress can also develop their own Social Security reform dialogue
in their districts. Recently, I have convened a group of 30 Tucsonans to participate
in the Kolbe Task Force on Retirement Savings. The Task Force will meet quarterly
and will coordinate Social Security reform discussions and information exchanges in
conjunction with National Social Security events such as those convened by ADSS
and the Concord and AARP forums.

Specifically, the Task Force will: assist in coordinating education campaigns in
Congressional District 5 in conjunction with national forums; evaluate various So-
cial Security reform options; disseminate information regarding retirement savings
to Tucsonans; and share information with peers and report information to the Task
Force.

CONCLUSION:

There is no doubt that we need to develop a campaign to engage the American
people in the Social Security reform discussion; however, we should not repeat work
that is already being done. We should work with existing educational efforts that
prove effective in the communities. And, we need to give members of Congress the
information necessary to discuss this information at home with their constituents.
Each Member of Congress can and should develop task forces in their districts to
engage their constituents in this discussion.

Mr. Chairman, the last point I would like to make is to urge Congress to move
ahead with Social Security reform. If we convene a panel or create a national cam-
paign, we must do so today. We cannot and should not delay reform. Saving Social
Security should not be rhetoric, we must put the mechanisms in place to truly save
Social Security first.

Let me reiterate; reform must happen today. Democrats and Republicans have
both stated the need to reform Social Security today rather than tomorrow. In a let-
ter from the Bi-partisan Commission on Entitlement and Tax Reform co-chairs, Sen-
ators Kerrey and Danforth stated “America is at a fiscal crossroads—if we act, we
can help ensure continued growth and prosperity, but if we fail to act, we threaten
the financial future of our children and our Nation.”

And, although the Advisory Council on Social Security was unable to devise a uni-
fied Social Security reform proposal, in a hearing before the Ways and Means Social
Security Subcommittee last year, the authors of the three Council options concurred
on one point: reform is needed sooner rather than later. Ignoring the impending So-
cial Security problems will harm the American people. If we delay reform we short-
en the time needed by the American people to accumulate savings and adjust their
plans for retirement. Any changes should be made while the baby boomer genera-
tion is still in the work force and have time to make adjustments.



53

ATTACHMENT A.—SOCIAL SECURITY REFORM LEGISLATION, PUBLIC PENSION REFORM
Caucus, Co-CHAIRS CONGRESSMEN JIM KOLBE & CHARLES STENHOLM

104th Congress—Senators Alan Simpson & Bob Kerrey—S. 824—The Personal In-
vestment Plan Act of 1995—Would allow taxpayers to reduce their Social Security
payroll tax payments by 2 percentage points and direct this money into a Personal
Investment Plan (PIP) of their own choice. Workers who choose this option would
have their future benefits reduced by a corresponding amount, but this reduction
would be offset with earnings form their PIP.

1994-1995 Advisory Council on Social Security—Option One—Maintenance of
Benefits: Maintains benefits and increases revenues—increase benefit taxation, ex-
pand coverage, and increase taxes in distant future. Also, require government to
begin investing large portion (35%—40%) of trust fund assets in private equity. Sup-
ported (as of Dec 14, 1995) by 6 of 13 members.

1994-1995 Advisory Council on Social Security—Option Two—Publicly-Held Indi-
vidual Accounts: Maintain tax rate and scale back benefits plus mandatory individ-
ual account add-on-increase retirement age (and index longevity), and slow the
growth of benefits for middle-and high-wage workers. Also, create mandatory indi-
vidual accounts funded by 1%—2% increase in the payroll tax. These accounts would
be held by the federal government, which would offer a narrow range of investment
options. Supported by 2 of 13 members.

1994-1995 Advisory Council on Social Security—Option Three—Two-Tiered Sys-
tem with Privately-Held Individual Accounts: Transition to a Two-tiered system,
with half of the retirement program privatized. The first tier would be comprised
of a flat benefit for full-career workers and second tier would be compromised of
fully funded, privately managed, individual accounts. These accounts would be fund-
ed with 5% of the current payroll tax, and the balance of the payroll tax (7.4%)
would ultimately finance tier benefits on a pay-as-you-go basis. Additional transition
costs would be absorbed by a consumption tax and additional federal borrowing.

Congressmen Jim Kolbe & Charlie Stenholm—H.J. Res. 112—Super Committee
Legislation: This legislation establishes the process for the elected representatives
in Congress to take all of the suggestions and develop a consensus Social Security
reform proposal that can be enacted into law. The joint committee would have mem-
bership evenly divided between the parties. Legislation would be reported by the
Joint Committee to the Committees of jurisdiction for review and modification.

Congressmen Bill Archer & John Kasich—H.R. 3095—Bipartisan Panel to design
Long-Range Social Security Reform Act of 1998. The Panel would be deemed with
the responsibility of designing a single set of reforms for restoring the solvency of
tShe Social Security system for maintaining retirement income security in the United

tates.

Congressmen Bill Archer & John Kasich—H.R. 3546—Bipartisan Panel to design
Long-Range Social Security Reform Act of 1998. The Panel would be deemed with
the responsibility of designing a single set of reforms for restoring the solvency of
the Social Security system for maintaining retirement income security in the United
States. Additionally, the legislation would provide for the development of a National
Dialogue on Social Security.

Senator Judd Gregg—S.321 Strengthening Social Security Act of 1997—Refunds
1 percentage point of each employee’s current SS payroll tax into a personal savings
account which may be invested in an IRA, or in a combination of funds (like the
Thrift Savings Plan).

Senator Patrick Moynihan—S. 1792—cuts the payroll tax from 12.4 to 10.4 per-
cent between 2001 and 2024. After 2024, the payroll would slowly increase and
would top out at 13.4 percent in 2060. The proposal also allows individuals to invest
in personal retirement accounts and increases the amount of wages subject to pay-
roll tax. It also reduces the CPI by 1.0%.

Congressman Tom Petri—H.R. 1611 Retirement Security Act of 1997—Adds a
new part B (Individual Retirement Investment Program—IRIP) to SSA which estab-
lishes a Personal Social Security Investment Account (PSSIA) with an initial one-
time balance of $1,000 for each newborn after enactment.

Congressman John Porter—H.R. 2929 Individual Social Security Retirement Ac-
counts Act of 1997—Workers stay in current system or choose voluntary Individual
Private Investment Retirement Accounts (ISSRA). ISSRA accounts funded by divert-
ing 5% of current 6.2% tax paid by both workers and employers resulting in 10%
total contribution. A portion of the ISSRA account contribution will be used to pur-
chase private disability and life insurance.
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Congressman Mark Sanford—H.R. 2782 Strengthening Social Security Act of
1997—All individuals would maintain a Private Retirement Account (PRA). 6% is
automatically deducted from each paycheck, which is matched by the employer for
total contribution of 12%. Of that, 8% goes into the individual’s PRA.

Congressman Nick Smith—H.R. 3082 Social Security Solvency Act of 1997—
Worker’s receive 2.8% of the 12.4% currently paid into SS starting in 1999 to put
into an individually owned investment account, over time contribution rate will rise
to 10.2%.

Congressmen Jim Kolbe & Charlie Stenholm—H.R.—May 1998—Congressmen
Kolbe & Stenholm will be revealing their bi-partisan Social Security reform legisla-
tion.

Attachment B.—Social Security Reform Policy Commissions, Public
Pension Reform Caucus, Congressmen Jim Kolbe & Charlie Stenholm

1994 Bi-Partisan Commission on Entitlement and Tax Reform: The Bi-partisan
Commission was chaired by Senators Bob Kerrey (D-NB) and John Danforth (R—
MS). The Commission assessed the need for and recommended long-term budget
savings entitlement reform proposals. The Commission’s findings specifically de-
scribe the economic future that will confront Americans and federal entitlement pro-
grams such as Medicare and Social Security with the retirement of the baby boom
generation.

1994-96 Advisory Council on Social Security: The Advisory Council was deemed
with the responsibility of formulating policy recommendations to address the long-
range financial status of the OASDI program. After two years of meetings, the 13
member council, which included Social Security experts from both sides of the aisle,
for the first time developed three different Social Security reform proposals. The one
common element in all three plans is that each plan utilizes the private market to
help ensure long-term solvency of the program.

Council—Option One: Maintains benefits and increases revenues—increase bene-
fit taxation, expand coverage, and increase taxes in distant future. Also, require gov-
ernment to begin investing large portion (35%—40%) of trust fund assets in private
equity. Supported (as of Dec 14, 1995) by 6 of 13 members.

Council—Option Two: Maintain tax rate and scale back benefits plus mandatory
individual account add-on-increase retirement age (and index longevity), and slow
the growth of benefits for middle-and high-wage workers. Also, create mandatory in-
dividual accounts funded by 1%-2% increase in the payroll tax. These accounts
would be held by the federal government, which would offer a narrow range of in-
vestment options. Supported by 2 of 13 members.

Council—Option Three: Transition to a Two-tiered system, with half of the retire-
ment program privatized. The first tier would be comprised of a flat benefit for full-
career workers and second tier would be compromised of fully funded, privately
managed, individual accounts. These accounts would be funded with 5% of the cur-
rent payroll tax, and the balance of the payroll tax (7.4%) would ultimately finance
tier benefits on a pay-as-you-go basis. Additional transition costs would be absorbed
by a consumption tax and additional federal borrowing.

1997-98—Center for Strategic and International Studies (CSIS) National Com-
mission on Retirement Policy: A bi-partisan bi-cameral public/private sector Com-
mission. The Commission will conduct hearings throughout the country to educate
and engage the American people in the debate. The Commission, which includes So-
cial Security experts from the private sector, is developing a bi-partisan fix to the
problems plaguing our Social Security program.

1996-98 House Public Pension Reform Caucus: the caucus provides Members of
Congress and their staff a bi-partisan forum to discuss, research, and examine the
problems plaguing the Social Security program and the various options for reform.

1997-1998 National Academy of Social Insurance: Academy on Privatization of
Social Security. The Academy’s Panel on Social Security Privatization is analyzing
all Social Security reform options, including all three Advisory Council on Social Se-
curity options. The Panel is conducting extensive research in all areas of Social Se-
curity reform, including administrative costs and feasibility, generation equity and
public private arrangements.
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Attachment C.—Social Security Reform Grassroot Activities, Public
Pension Reform Caucus, Congressmen Jim Kolbe & Charlie Stenholm

March 1997—Kolbe Forum—Social Security Reform: Putting Market Forces to
Work & May 1997—Stenholm Summit—Strengthening Social Security For Today
And Tomorrow The purpose of each conference was to provide an opportunity for
constituents to personally participate in a discussion with policy-makers, and to in-
form as many as possible about the problems and solutions for Social Security.

The PEW Foundation—Americans to Discuss Social Security: The mission of the
ADSS campaign is to engage Americans from all walks of life in a country-wide de-
bate about the future of Social Security, and to provide a framework within which
these citizens can help America’s policy makers to resolve this issue. The campaign
is planning the following:

e A 10-city interactive teleconference linking people from across the country.

* Sponsor a college outreach program called the “Social Security Challenge.”

* Public opinion surveys on 1) Images of Aging, 2) Public Attentiveness, and 3)
Intergenerational Issues.

Executive Director Carolyn Luckensmeyer
2001 Pennsylvania Avenue, NW, Suite 825
Washington, DC 20006

Tel: 202.955.9000

Fx: 202.955.3011

www.adss.org

Cato Institute: Cato will continue to publish research papers and host forums and
conferences on how to move to a Chilean-style system of personal retirement ac-
counts. In May will be a forum on the Hill on women and Social Security reform,
and a major conference will be held at Cato in June. Jose Pinera, the architect of
the Chilean system, is the co-chairman of Cato’s project and visits regularly. Cato’s
social security website, www.socialsecurity.org, includes all published materials and
an interactive calculator.

Lea Abdnor/Michael Tanner

1000 Massachusetts Avenue, NW
Washington, D.C. 20001

Tel: 202—-842-0200

Fax: 202-842-3490
www.socialsecurity.org

Committee for Responsible Federal Budget & American Express Building a Better
Future—The Graying of America: A year-long ten-city tour which combines an edu-
cational program on the budgetary impact of the aging population with an Exercise
in Hard Choices, utilizing electronic polling to test pre-and post-program perspec-
tives.

President Carol Cox Wait
220 E Street, N.E.
Washington, D.C. 20002
Tel 202-547-4484

Concord Coalition & American Association For Retired Persons: In conjunction
with the White House the AARP & Concord will coordinate four forums throughout
1998 discussing the problems and solutions to Social Security.

AARP Executive Director—Horace B. Deets
601 E Street, NW

Washington, D.C. 20049

Tel: 202.434.2277

Fx: 202.434.3714

WWW.aarp.org

Concord Coalition: Concord will be coordinating at least one forum a month as
part of its Paul Tsongs Project on Generational Responsibility. In addition, Concord
will be hosting its new public education exercise, “Just Generations” in which small
groups work together as their own entitlement reform commission.
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Martha Phillips

1019 19th Street NW, Suite 810
Washington, D.C. 20036

Tel: 202.467.6222

Fx: 202.467.6333
www.concordcoalition.org

Economic Security 2000: Economic Security 2000 is a nationwide, grassroots orga-
nization dedicated to saving and reforming Social Security. ES 2000 seeks to focus
the Social Security debate on the need to create savings, and wealth, specifically,
for those middle and lower income workers currently cut out of the chance to save.

President Sam Beard

1522 K Street NW, Suite 634
Washington, D.C. 20005

Tel: 202-408-5556

Fax: 202-408-5352
www.e