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THE SOCIAL SECURITY ADVISORY COUNCIL

TALKING POINTS

The Advisory Counclil worked hard and ralsed some Ithportant questions about
the finances of Soclal Security, but was completely split on.what to do about

them., _ '

Soclal Sscurity is one of our most Important programs. It has provided security
In retirement for tens of milllons of Americans for three generations. '

The President is committed to making sure that Soclal Security continues to
provide benefits for the generations to come — and (it will. We can make changes
—as we did in 1983 - that put Its finances in order.

The Soclal Security trust fund will remaln solvent for over thirty yaars.
Nonetheless, we should start developing solutions,

Any solution to Soclal Security’s funding needs can only come about froma
carefully-considered, bipartisan process. The President will discuss this with the
new Congress. :

As we raview the possibilities that have been suggested by the Commission and
others, the President will judge them based upon the principles that have served
Soclal Security as a public trust for over 60 yeoars, that: '

» Soclal Security must continue to provide a secure retirement, not only for
today's retirees, but future genarations as well; _

« Social Security must continue Its historic mission as our nation’s premier
social Insurance program to protect all Americans and their families -
against disability, death and the risks of poverty In theirretirement years; '
and that :

* Saoclal Security's finances must be sound.
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QUESTIONS & ANSWERS

Q: But thera are serlous problems with Social Security. Is the President goling to
have recommendations this year on how he would handle this?

The Sacial Securily trust fund can pay banefits at curent levels for over thirty years,
until 2029. Nonetheless, we should start to address these issues now. -

The President has always sald that the leng-term financing concerns need to be dealt
with in a bipartisan context. Maintaining the solvency of Social Security is a
complicated and important issue. We should address It in a careful, bipartisan, and
non-political manner. ‘ :

This yoar, the President's first priority is reaching agreement with the Congress on g
balancad budget in a way that preserves the Medicare trust funds well into the next
decade. The President and the Congress need to address the financial balance of
Social Security, but our most immediate priority must be to reach a bipartisan
agreement and balance the budget. ' '

Q: Will the President propose creation of a bl-partisan commission on Soclal
Security? : '

The President Is committed to ensuring that all working Americans receive their Social
Security benefits, and believes that a bipartisan process is the right way to do it.

A commission is certainly one possibility for. such a bipartisan process, but such a
proposal will not be made without first consulting the Congress.

Q: Does the Admihlstration suppoit Proposals to change current law so that Soclal
Security funds could be invested in the stock markets In order to bring the Social
Security system higher returns? :

Some of the members of the Advisory Council suggested this as a possibility for study.
Clearly, it would need to be considered in light of the principles laid down by the ;
President. Some argue that investing part of the trust fund in stocks is a way to

increase the retumn on Social Security contributions — a concern of many younger

workers. But investing in the stock market cbviously poses some risk and a variety of

real concarns, so it would have to be considered very carefully.
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Q. Does the Administration support the proposals by Senator Kerrey and others to
" allow people to use a portion of their payroll tax to set up their own IRAs?

The President is committed to the principles that have served Social Security as a
public trust for over sixty years, that:

« Soclal Security provide a secure retirament for both today's retirees and the
‘genearations to come;

« Social Security must continue its historic mission as our nation’s premier social
insurance program, to protect all Americans and thelr families against disability,
death and the risks of poverty in their retirement years; and that

- Soclal Security’s finances be sound,

Any of the proposals that have been made by the Advisory Commission and others
must be judged against these standards. Proposals for individual accounts are no
exception. They, like the other proposals made by the Advisory Commission, should
be analyzed and considered, carefully and as a package, In a bipartisan process. They
really cannot ba considered In isalation. . _

Q: What about an increase In the retirement age?

This was another issue that was raised in the Social Security Advisory Committee, but
on which they remained divided. Some people feel that doing so makes sense,
because we are living longer. However, there are real concarns that this would reduce
benefits for those who retire earlier, as a result of careers at physical labor or because
of ill health, and that this would be unfair. ‘

Q: What about an increasae in the payroll tax?

The Administration believes that Social Security's finances be restored without raising
the payroll tax, The tax is already substantial and an increase would be regressive.
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Q. Wouldn't converting to individual accounts Increase saving?

This Administration has made retirement security and national savings a priority. We
have proposed lagislation that will expand private pensions and taken other steps to
help people save. We have also increased national savings dramatically, by reducing
the federal deficit more than 60%.

The effects on saving of changing from a national trust fund to a system that combines
both nationa! and individual accounts are unclear.

The establishment of individual accounts, by themselves, may or may not lead people
to save more than they otherwise would. Some economists believe that, because
individuals would recsive the benefit of the individual confribution, they would save
more. Others argue this effect will be small, and that instead people will rely too much
on thelr "nast egg"” and perhaps even save less.

For the nation as a whole, we can Increase savings by restoring Soclal Security to
financial balance. The various Social Security Advisory Council plans propose to do
this, but in different ways. We can and will restere Social Security to financial balance,
and that will help national saving. But we have to do so in a way that is consistent with
the principles that have served Social Security sinca its inception.
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News Release

SOCIAL SECURITY -

Joint Statement of
Shirley S. Chater, Commissioner of Socisl Security -
and
Donna E. Shalala, Secretary of Health and Human Services
on the Report of the
Advisory Coancil on Social Security

*Todsy, we received the Teport of the Advisory Council on
Social Sccurity and teansmitted their report to Congress 28 required
by law. We thank the Council for their hard work.

After more than two years of deliberations, the Council was
unable to rcach a consensus. Instead, they have presented us and the
Congress with three widely-differing sets uf recommendations.

Recommending changes to Americs's most popular and

successful government program, one that affccts 44 million current

. .recipients and 145 million future beneficiarics, is no casy task. For
more than 60 years, Social Security has meant economic security and
peace of mind to generations of Americans. It reduces poverty among
the elderly and helps to keep families together -- providing invaluable
financial support to thosc who have lost a family becadwinncr to
disshility or death.

Lec there be no doubt: Social Security will be there for
generatiuns to come. We have every confidence that Social Sccurity's
finzncial balance can and will be resrored -- just s it was in 983
aftcr the deliberations of the National Commission on Sacial Security
Reform. -

As hoth the Advisory Council and Sacial Security's own
actuary have reporred, Social Security's revenues and teust fund
reserves will permit the payment of full benefits for more than thirty
years -- until 2029. After 2029, tax revenucs would continue to
support 77 percent of the cxpected bencfits. This means we have
time to make prudent and careful decisions.
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But we should not delay. We as a nation should address this
challenge in the ncar term. The sooner we agree upon those changes
that are necessary, the Jess difficult those changes will be and the
more time Americans will have to sdapt to the reforms and adjust
thcir personal financing plans accordingly.

We need to make decisions sbout Social Security's future
through 2 thoughtful and deliberative proccss with the American
people. Clearly, it must involve the Congress and he bipartisan. We
recognize that the best way to sddress the long term challenges facing
the pmgram in a way that reflects our values is through a bipartisan
framework. : ' _

The President is committed to restoring financial balance in a
way that protects Social Security's core values and keeps faith with
the principles that have served Social Security as a public trust for
over 60 years, thar:

o Social Security must continue to providc a secure retirement, not -
unly for today's retirces, bue for futurc generations;

o Social Security must continue its historic mission as our nation's
premier social insurance program to protect all Americans and
their families against disability, death, and the risk of poverty in
their rctirement years; and that

o Social Sccurity's ﬁn.ahcing must he sound.

Wec all want a Socisl Security aystem that will be as strong and
relishlc for vur children and grandchildren as it has been for our '
parents and grondparcnts. To achieve this, we all need to wark
together, in a bipartisan fashion, to choose the course thae is best for
Social Security and best far all Americans.” -
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