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Chairman Johnson, Ranking Member Becerra, and Members of the Subcommittee, thank you for
giving me the opportunity to testify on behalf of the National Women’s Law Center. My
testimony will address these key points: Social Security is vital to Americans’ economic
security; current benefit levels are already modest; benefits are already scheduled to decline;
other sources of retirement income are also declining; proposed cuts in benefits would seriously
jeopardize the economic security of older Americans, especially women; we can afford to protect
and improve Social Security; and the American people, across the political spectrum, oppose
cutting Social Security and support raising revenue to strengthen it.

Social Security is vital to Americans’ economic security

Social Security plays a critical role in protecting the economic security of Americans, as the
announcement of this hearing recognizes. Through their contributions to Social Security,
matched by their employers, workers earn secure retirement benefits for as long as they live and
life and disability insurance protection for themselves and their families. Social Security isn’t
just a virtually universal pension plan for American workers, it’s a family insurance program that
protects millions of children who have lost the support of a parent, workers who have become
disabled, and spouses, divorced spouses, and surviving spouses.

One in six Americans receives Social Security, as the announcement notes – and Social
Security’s impact is even greater than that statistic suggests. One in four households receives
income from Social Security.1 And many more households benefit indirectly – because the
support that Social Security provides for elderly parents and grandparents gives multiple
generations a greater measure of economic security and independence.

For a large majority of older Americans, retirement security isn’t a three-legged stool. What
they rely on is Social Security. For two-thirds of beneficiaries 65 and older, Social Security
provides half or more of their income. For about one-third of beneficiaries 65 and older, Social
Security is virtually their only source of income. And reliance on Social Security increases with
age; four in ten beneficiaries 80 and older rely on Social Security for virtually all of their
income.2
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Social Security’s role in dramatically reducing poverty among the elderly isn’t just a historical
achievement. An analysis of the latest Census data shows that without income from Social
Security, 45 percent of Americans 65 and older, half of women 65 and older, and two-thirds of
elderly single women would be poor. And Social Security is a major anti-poverty program for
children; without income from Social Security, more than one million additional children would
fall into poverty.3

Social Security’s current benefits are modest

The importance of Social Security to Americans’ economic security is particularly striking since
current benefits are modest. The average Social Security benefit for all beneficiaries 65 and
older is about $14,000 annually: $12,000 for women 65 and older and a little less than $16,000
for men.4 And benefits aren’t lavish for anyone; the benefit at full retirement age for a worker
who had earned the maximum taxable wage throughout a career is a little over $28,000 a year.5

By international standards, Social Security benefits are modest. For a worker with median
earnings over a career, Social Security replaces about 41 percent of pre-retirement earnings. That
puts the U.S. 26th among the 30 OECD countries, which provide, on average, 61 percent of pre-
retirement earnings through their public pension systems.6

Even with Social Security, poverty and economic insecurity among the elderly, especially among
women, remains a problem. In 2008, 7.8 percent of beneficiaries 65 and older were below the
official poverty line. The poverty rate for female beneficiaries 65 and older was twice as high as
the rate for men: 9.9 percent compared to 4.9 percent. Nearly one in five (17.9 percent) female
beneficiaries 65 and older were near-poor, with incomes below 125 percent of poverty, as were
14.3 percent of all beneficiaries and 9.5 of male beneficiaries 65 and older.7

Economic insecurity among the elderly persists further up the income scale. For beneficiaries 65
and older in the middle income quintile, median total income was less than $21,000 a year.
According to the National Elder Economic Security Index, that’s about what it takes for a single
elderly individual who rents housing to make ends meet.8 For those in the second-highest
quintile, median total income was $30,000. For beneficiaries in the highest income quintile – the
only income quintile that didn’t get most of its income from Social Security – median income
was $50,000.9 Beneficiaries in the highest income quintile are disproportionately younger,
married, and often still working. But things change. As these beneficiaries age, stop working, or
are widowed, their incomes will decline, and their reliance on Social Security will increase.10

Living on Social Security

Statistics can’t convey what Social Security means to the people who depend on it. People like
Jeannette O’Linger in Medford, Oregon. She’s widowed and living alone in Medford, Oregon.
She worked her whole life, up until she was 73, but has no pension. Her only income, apart from
a little help from her adult children, whom she hates asking for help because “they’ve got their
own financial pressures from the recession,” is her Social Security check. Her benefit is $1,673 a
month, about $20,000 a year, so it’s higher than average. “I know that I couldn’t survive without
it. I’m grateful for Social Security, but it’s really not enough money to live on.”
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Ms. O’Linger described how she manages. “I’m a very frugal person. Always have been. I
don’t have cable…that’s a luxury. I shop for food very carefully, too. I can’t afford meat
anymore, but every once in awhile if I see a great bargain, I’ll splurge on a small piece of meat.
There’s a special discount cheese that I like. I make very thin slices…. I’m careful about keeping
my clothes in good condition. I know that I don’t have the option to buy new ones.”

But these persistent economies can’t take care of everything. “My expenses keep going up. I’ve
had recent medical bills…. Just for the MRI, that was unexpected, I had to pay $162 as my co-
pay…. A couple of months ago my dentist told me that I need a root canal. I’ve had to put it off
because it’s $800 and that would be too tough to take on now. I’m taking a chance with my
health but I don’t know what else I can do.”

Social Security benefits are already declining for future retirees

In 1983, Congress enacted a number of changes to Social Security, including an increase in the
full retirement age that cut benefits for everyone born in 1938 or later. For those born between
1943 and 1959, the full retirement age has already increased from age 65 to age 66; it will reach
67 for those born in 1960 or later.

An increase in the retirement age is an across-the-board benefit cut of about seven percent for
every year’s increase in the full retirement age. The reduction applies regardless of the age at
which workers claim benefits. Those who claim benefits before reaching full retirement age
experience the cut as a larger reduction for early retirement; those who wait until the new full
retirement age or beyond get smaller, or no, increases from delayed retirement credits.11

Although the percentage cut from an increase in the full retirement age is the same at all income
levels, it will cause greater hardship to some beneficiaries, especially those in poor health or
physically demanding jobs who cannot continue working and those who are most reliant on
Social Security.

In addition, rising Medicare premiums will consume a greater portion of retirees’ Social Security
income. In 2010, the full Social Security check represented 41 percent of the pre-retirement
earnings of a medium earner. After deducting 2010 Medicare premiums, Social Security
benefits in 2010 for a medium earner would replace 37 percent of pre-retirement earnings. In
2030, the combination of rising Medicare premiums and the increase in the retirement age means
that Social Security will replace just 32 percent of the pre-retirement income of an average
earner.12

Some would argue that reducing the percentage of pre-retirement income that future retirees
receive is not a benefit cut, if initial benefits keep pace with inflation. But the purpose of Social
Security is to provide Americans with the foundation for a secure retirement. If Social Security
replaces a smaller share of pre-retirement earnings, it means a drop in living standards for future
retirees compared both to their own living pre-retirement standard of living and to the standard
of living enjoyed by the rest of society.
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Financial planners generally recommend aiming for a retirement income that is 70 percent of
preretirement income; if Social Security provides a smaller percentage of pre-retirement income,
workers will have a much larger gap to fill. Given what’s happening with other sources of
retirement income, that’s likely to mean a larger drop in living standards for future retirees. In
addition, if initial Social Security benefits for future beneficiaries don’t keep pace with the
growth in average wages, but only with the increase in prices, their benefits won’t reflect the
increase in overall living standards during the years they were working. As Edward Gramlich –
noted economist, former Chair of the Social Security Advisory Commission and former Federal
Reserve governor observed in 2004, “If the system had not been wage indexed, [retirees] would
be living today at 1940s living standards.”13

Other sources of retirement income are also declining

The decline in already modest Social Security benefits is particularly worrisome because other
sources of retirement income are also declining. Even before the start of the Great Recession,
defined benefit pensions were disappearing. In 2010, only about 20 percent of the private sector
workforce was covered by a defined benefit pension plan.14 Thus, for the vast majority of
Americans, Social Security will be their only source of secure, lifetime income in retirement.

The shift by employers from defined benefit to defined contribution plans did not increase the
percentage of workers covered by employer-sponsored retirement plans. About half of the
workforce did not participate in any sort of an employer-sponsored retirement plan in 2010,15 a
percentage that has barely changed in thirty years.16 In addition, even those workers who
participate in employer-sponsored retirement savings plans are unlikely to have saved enough to
provide for a secure retirement: in 2007, before the start of the recession, the median retirement
account balances for householders approaching retirement (that is, aged 55-64) was $100,000.17

Moreover, the recent recession had a disastrous impact upon retirement savings. The value of
the equities in which 401(k) and IRA account holders had invested dropped precipitously; in
2010, two-thirds of individuals over the age of 50 reported that their retirement savings account
balances had declined in the previous three-year period.18 Many employers suspended employer
matches of employee contributions to 401(k)-type plans.19 As of March 2008, one-fifth of all
private sector workers participating in defined benefit plans were affected by a “freeze” of their
defined benefit plan.20 A significant percentage of workers reduced their contributions, or
stopped contributing altogether, to their employer-sponsored retirement savings accounts.21

Workers who were unemployed had to dip into their 401ks or IRAs, and were more likely to do
so the longer they were unemployed.22

Although the stock market has recovered much of the value it lost during the financial crisis,
instability remains, and the impact of freezes and withdrawals on account balances will persist.
In addition, many older Americans not only saw their retirement savings decline, but also lost
value in their homes – a major asset – or accumulated high-cost credit card debt.23 Accordingly,
the percentage of Americans estimated to be “at risk” for income insecurity in retirement has
risen from 44 percent to 51 percent as a result of the recession.24
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Social Security benefits should be protected, not cut.

The fact that Social Security benefits are critically important, already modest, already shrinking,
yet more important than ever because other sources of retirement income are becoming less
secure adds up to a compelling case for protecting and improving Social Security benefits. So
it’s worrisome that proposals are being advanced that would cut Social Security benefits and
expose millions of Americans to greater insecurity and hardship.

One proposal that is reportedly being considered in the context of deficit reduction negotiations
would change the way the cost-of-living adjustment is calculated in Social Security. Including
cuts to Social Security in a package to reduce the federal deficit is inappropriate for two reasons.
First, Social Security hasn’t contributed to our current federal deficits. It’s a social insurance
program with its own dedicated financing and a Trust Fund of over $2.6 trillion, built up by the
contributions of workers and employers, to help finance the retirement of the baby boomers.
Americans are counting on the pension and insurance benefits they’ve earned; those benefits
shouldn’t be cut because there’s an imbalance in the rest of the federal budget. Second, as this
hearing has shown, Social Security is a large and complex program that touches the lives of
virtually every American at some stage. Changes to Social Security should be considered
carefully by this Subcommittee through regular order, to ensure that the impacts on diverse
beneficiaries are fully considered.

For example, NWLC’s analysis of the proposal to change the index used to calculate the COLA
by switching to the “chained Consumer Price Index” – which sounds like just a technical change
– found that it would have a particularly harmful impact on the economic security of older
women. Switching to the chained CPI would reduce the annual COLA – and the cuts from a
reduced COLA grow deeper with every year of benefit receipt. Women would face the most
painful cuts from this proposal for several reasons. They would experience the deepest cuts
because of their longer life expectancies. They rely more on income from Social Security than
men do, especially as they age – so the same percentage cut in Social Security represents more of
their total income. And older women are already at greater risk of poverty and economic
insecurity.25

The cuts from switching to the chained CPI add up over time. For example, for a woman who
gets a benefit of $1,100 a month at age 65 – about the median monthly benefit for all single
women 65 and older – the reduced COLA would mean $56 less per month at age 80. That may
not sound like a lot of money to some people. But for a woman who depends on her Social
Security check to get by, it represents the loss of a week’s worth of food – every month. And the
cuts get deeper as women get older. At age 90, the cuts would be equivalent to 20 weeks of food
that year.

Switching to the chained CPI can’t be justified on the grounds that it is a more accurate measure
of changes in the cost of living for Social Security beneficiaries. In fact, the current COLA
already underestimates the effects of inflation on the elderly because it fails to account for a
crucial fact—that older people spend a much larger share of their budget on health care, where
costs are rising much more quickly than with other expenses.
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But even in the context of a discussion about extending the solvency of Social Security for 75
years or beyond, the ultimate goal must be clear. Improving Social Security’s solvency is
important—it assures current and future workers that they will get the benefits they have earned
and are counting on for themselves and their families. But achieving solvency—making Social
Security’s books balance over an extended period—is not an end in itself. You can achieve
solvency simply by cutting benefits deeply enough. But restoring solvency to the Social Security
program primarily by cutting the Social Security benefits Americans depend on is like curing a
stubbed toe by cutting off a foot.

Unfortunately, a number of current proposals for restoring solvency do rely primarily on benefit
cuts. For example, the report endorsed by 11 members of the President’s Commission on Fiscal
Responsibility and Reform, chaired by Erskine Bowles and former Senator Alan Simpson26

relies on benefit cuts for two-thirds of the savings over the next 75 years and four-fifths of the
savings in the 75th year.27

The Bowles-Simpson plan proposes to cut Social Security benefits three ways: by increasing the
full retirement age further, to age 69; reducing the COLA by switching to the chained CPI; and
changing the benefit formula. As discussed earlier, increasing the retirement age and a reduction
in the COLA are both across-the-board benefit cuts that affect workers at all earnings levels. The
change in the benefit formula proposed in the Bowles-Simpson report has been called
“progressive” because it would cut benefits more deeply for middle- and higher-income workers
than for lower earners. But this benefit formula change doesn’t spare the poor; the cuts begin for
workers with average earnings of about $9,000 per year.

Under the Bowles-Simpson plan, the COLA cut would take effect immediately. The retirement
age increase and benefit formula change would phase in over time, so today’s children and
grandchildren, in whose name the plan has been advanced, would face the deepest cuts.28 For
workers with medium earnings – about $43,000 per year in today’s dollars – the combined cuts
in the Bowles-Simpson plan would reduce benefits for by 13 percent in 2050 and 19 percent in
2080. For workers whose earnings averaged $69,000 per year, the combined cuts would be 27
percent in 2050 and 35 percent in 2080. And these are the cuts at age 65 – the COLA change
would reduce benefits further as these beneficiaries age.29

The Bowles-Simpson report recognizes the need to improve Social Security benefits for
vulnerable beneficiaries. It proposes two specific benefit enhancements: an improvement in the
special minimum benefit and a small bump-up in benefits that starts phasing in 20 years after
initial eligibility. But these proposals aren’t add-ons to existing benefits; they’re part of a plan
that includes deep benefit cuts. Many beneficiaries at the lowest earnings levels would get
nothing from these proposals, or would find that they offset only a portion of the plan’s benefit
cuts.30

Some proposals advanced in this Congress would cut benefits more quickly, more deeply, or
both, than the Bowles-Simpson proposals. H.R. 2109, the Savings Account for Every American
Act, introduced by Representative Sessions, would allow workers to divert their payroll tax
contributions into private accounts. That would reduce funding for Social Security to pay
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promised benefits and accelerate the date of Trust Fund exhaustion. In response to a question at a
hearing before this Subcommittee last month, Social Security’s Chief Actuary, Stephen Goss,
stated that the ability of Social Security to pay benefits to current retirees, or those nearing
retirement, would be severely compromised. Under H.R. 2109, workers who elect accounts
would be ineligible to receive Social Security benefits on earnings after that election – including
not only their own retirement benefits, but disability benefits and benefits for family members.

The budget proposed by the Republican Study Committee would accelerate the increase in the
retirement age, cutting benefits for all those currently under 60, and raise the retirement age to 70
for those born in 1975 or later.31 A bill introduced by Senator Hutchison, S. 1213, the “Defend
and Save Social Security Act,” would start raising the full retirement age for those reaching age
62 in 2017 and reach age 69 for individuals reaching age 62 in 2027; the Early Eligibility Age,
now age 62, would also be increased gradually to age 64. By 2030, these changes to the
retirement age would reduce benefits by 13.5 percent at age 65 at all benefit levels.32 In addition,
Senator Hutchison’s bill would reduce the COLA by one percentage point per year (by
comparison, switching to the chained CPI would reduce benefits by 0.3 percentage points per
year). For workers at all earnings levels who begin receiving benefits in 2030 or later, the full
proposal would reduce benefits at age 75 by 23 percent; at age 85 by 30 percent; and age 95 by
36 percent. “The Social Security Solvency and Sustainability Act,” S. 804, introduced by
Senators Graham, Paul and Lee, would accelerate the increase in the retirement age, starting with
individuals reaching age 62 in 2017; reach age 70 for individuals reaching age 62 in 2032; and
be indexed after that to maintain a constant ratio of retirement years to potential work years. In
addition, S. 804 would modify the benefit formula; reductions would start for workers with
earnings above the 40th percentile (equivalent to $30,900 in 2010) and increase for higher
earners. This proposal would reduce benefits for very low earners ($10,771 in 2010) by 12
percent in 2030, 22 percent in 2050, and 29 percent in 2080. It would reduce benefits for
medium earners ($43,084 in 2010) by 16 percent in 2030, 32 percent in 2050, and 39 percent in
2080. For “high” earners ($68,934 in 2010), it would reduce benefits by 20 percent in 2030, 41
percent in 2050, and 49 percent in 2080.33

The nation can afford to protect and strengthen Social Security

There is no need, and no justification, for cutting the Social Security benefits that are so critical
to the economic security of Americans young and old. Social Security is not in crisis. With no
changes, Social Security’s dedicated revenues and reserves can pay 100 percent of promised
benefits until 2036. At that point, the Trust Fund will be exhausted, but the incoming revenues
will cover about 75 percent of promised benefits for the remainder of the 75-year period. In
contrast, in 1983, Social Security was within months – not decades – of exhausting the Trust
Fund and having insufficient funds to pay full benefits.

It would be better to make adjustments sooner rather than later. But Congress certainly has the
time to do it right.

Social Security’s costs are manageable. They will increase because the population is aging,
peaking at 6.2 percent of GDP in 2035. But – in contrast to health care – Social Security’s costs
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will decline slightly after that and stabilize, remaining at about 6 percent of GDP for the
remainder of the next 75 years.

To put Social Security’s financial challenges into perspective: as a share of the economy, the
increased cost of Social Security between now and 2035 is smaller than the growth in spending
for public education that occurred when the baby boomers were children.34 The cost of
eliminating the 75-year shortfall in Social Security is only slightly less than the revenue loss
from extending the Bush-era tax cuts just for people making over $250,000 — the top 2 percent
of Americans.35

If Congress chooses to focus on protecting Social Security benefits, rather than cutting them, the
testimony of Chief Actuary Stephen Goss to this Subcommittee and a report of the National
Academy of Social Insurance present a variety of options for raising revenue that could eliminate
the shortfall – and finance needed benefit improvements.36

Social Security benefits should be improved

Half of American households are at risk of not having enough income to maintain their standard
of living in retirement, and when health care costs are included, the number rises to six in ten.37

Congress should be looking at ways to increase Americans’ retirement security – and improving
Social Security benefits is the most effective strategy for doing that.

Social Security already has many of the features of an ideal pension system. It’s virtually
universal; fully portable between jobs; covers low-paid, part-time and temporary workers and the
self-employed; provides secure, predictable, life-long retirement benefits not subject to the ups
and downs of the market or the risk of depletion prior to reaching retirement; is adjusted to keep
up with increases in the cost of living; provides benefits to spouses, surviving spouses, and
divorced spouses, and dependent children; includes disability and life insurance protections as
well as retirement benefits; imposes few responsibilities on employers; and is highly efficient,
spending less than 1% of the funds collected each year on administrative costs.38

There are a number of ways to improve the adequacy of Social Security benefits. Some are
targeted to vulnerable populations, including: increasing the special minimum benefit for low
earners; providing credits for caregiving years; increasing benefits for widowed spouses of
lower-earning couples; reinstating the student benefit; increasing benefits for long-term
beneficiaries; reducing work disincentives for people with disabilities; and eliminating
restrictions on benefits for disabled widows. Recognizing that retirement insecurity is a
widespread problem, other proposals would improve benefits more broadly; for example, by
increasing the basic benefit by a fixed amount or adopting a more accurate cost-of-living
adjustment that would increase annual adjustments to reflect beneficiaries’ higher health care
costs.39

In addition, Congress should consider improvements to Supplemental Security Income, a
program that provides income support to low-income elderly people and people with disabilities.
The $20 per month “unearned income” disregard (Social Security benefits are considered
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“unearned”) and $2,000 per person, $3,000 per couple asset limit have not been changed in
decades, and benefits fall short of a poverty-level income.

Polls show bipartisan opposition to Social Security cuts and bipartisan support for raising
revenue to strengthen Social Security

A 2010 poll of election voters by Lake Research Partners found overwhelming opposition (82
percent) to cutting Social Security benefits in order to reduce the deficit, with 83 percent of
Democrats, 82 percent of Republicans, 78 percent of Independents, and 74 percent of Tea Party
supporters opposed. Cutting Social Security benefits to make the program solvent in the long
term was opposed by 67 percent overall: 78 percent of Democrats, 58 percent of Republicans,
66 percent of Independents, and 51 percent of Tea Party supporters. Large majorities across the
political spectrum opposed raising the retirement age to 69 and reducing Social Security benefits
for people earning above $60,000.

Even more striking is the strong support across the political spectrum for taxing wages above
$106,800 for Social Security: 73 percent of Democrats, 59 percent of Republicans, 66 percent of
Independents, and 60 percent of Tea Party supporters supported this approach to making the
program more solvent.40

In a 2009 poll by the National Academy of Social Insurance and the Rockefeller Foundation,
over 70 percent in every age group – including 79 percent of those ages 18 to 34 -- agreed that “it
is critical that we preserve Social Security for future generations even if it means increasing
working Americans’ contributions to Social Security taxes.” And, although most Americans pay
more in Social Security payroll taxes than they do in federal income taxes, over 80 percent of
Democrats, Republicans, and Independents agreed that, “I don’t mind paying Social Security
taxes because it provides security and stability to millions of retired Americans, the disabled, and
children and widowed spouses of deceased workers.” 41

Indeed it does, and it can and should continue to provide this support. I thank the Subcommittee
for giving me this opportunity to testify.
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