A “Confidence” Game

How a concerted campaign of
misinformation convinced TV personalities,
and some other people, that Social Security
is in trouble, and distracted the nation from

a real crisis

Alex Lawson, Social Security Works
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Lack of Confidence

The economy and government are in a bad place and there
IS no guarantee that the money from Social Security will be
there. — 32-year old moderate, AL

NASI 2014 Summer Academy



Entitlement
Spending Will
Nearly Double
by 2050

Spending on Medicare,
Medicaid, Social Security,
and the Obamacare
subsidies will soar as 78
million baby boomers retire

and health care costs climb.

Total spending on federal
health care programs will
more than double. Future
generations will be left with
an untenable debt burden.
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Entitlements Chart 1 = Federal Budget in Pictures 2012 & heritage.org
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Social Security spending will

rise modestly as the baby PERCENTAGE OF GDP
boom generation retires. 20%
15%

__Social
Security
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Source: Congressional Budget Office (Alternative Fiscal Scenario)

Altered Entitlements Chart1 » Federal Budget in Pictures 2012
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A little unfair?



Projected Expenditures as a Percent of GDP
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Sources: Congressional Budget Office (CBO), Projected Long-Term Spending and Revenues, 2011, June 1, 2011.
CBO, Supplemental Data for CBO's 2012 Long-Term Projections for Social Security, October 2, 2012.
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International Comparison of Spending on Health, 1980-2009

Average spending on health
per capita ($US PPP)
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Note: PPP = Purchasing power parity—an estimate of the exchange rate required to equalize the purchasing power
of different currencies, given the prices of goods and services in the countries concerned.
Source: OECD Health Data 2011 (Nov. 2011).



What does this have to do with
Social Security?

e A stick of gum is bankrupting the nation
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First six months of 2013,
the three largest
broadcast and cable
news networks had 300
segments on Social
Security.

More than two-thirds of
those segments framed
the entire Social Security
debate as a problem of
long-term solvency and
the national debt, which
can only be solved
through drastic cuts to
beneficiaries.

Majority Of Segments On Social Security Framed

Around Need To Reduce Costs

® Segment Framed Arcund Need To Reduce Costs
#® Segment Framed Around Needing To Strengthen
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Social Security is in Surplus and has
S2.8 trillion in the Trust Fund
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Assets grew from about $47 billion at the end of December 1986 to about $2,762 billion ($2.8 trillion) by the end of March 2014.

Source: SSA, Social Security Income, Outgo, and Assets, Retrieved July, 9, 2014
http://www.socialsecurity.gov/OACT/ProgData/assets.html
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Social Security Works for Women

Social Security Reduces the Percent of Women Age 65+ Living in Poverty

Percent of Persons Agec 65 and Ol er, 2001
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Social Security Works for People with Disabilities

Poverty Rate for Families with a Disabled Worker
with and without Social Security

65.3% 68%
55%

All Latino Afncan-Amencan

B Poverty Rate with Social Secunity 8 Poverty Rate without Social Security

Social Sscurity Admemistraton 2000 Incems of Disablad-Worksr Benaficiaries Tabls
B-10, Pags 34
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Before Social Secu rity
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~don't cut it.
The Bowles-Simpson Plan: The Younger You Are, The Bigger the Cut
Social Security Benefits for Average Earners ($43,084) Retiring at Age 65*
Under Current Law and the Bowles-Simpson Plan
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Source: Social Security Administration, Office of the Chief Actuary, Takle B.1, “Estimates of the OASDI Financial Effects of the plan developed by Nationzl Commission on Fiscal
Responsibkility and Reform, December 1, 2010,” December 1, 2010. http://ssa.gov/oact/solvency/Fiscal Commission 20101201.pdf
*Earnings figures are for illustrative earners in 2010, the year in which the Bowles-Simpson proposal was made. Benefit figures at age 65 were used, because the S5A estimates of the

Bowles-Simpson plan only provide benefit figures for workers claiming benefits at age 65. Dedine in benefits under current law reflects the gradual increzase in the NRA, which will reach
67 for workers bornin or after 1960. NASI 2014 Summer Academy




Compared to the risky alternatives

e Social Security is the rock that people can
count on

e 79 years and it hasn’t missed a single
promised payment

 While people watched their 401k’s and home
equity decimated in 2008



As the most efficient and effective
system to provide retirement security

— Social Security is the solution and not the problem
— We need to expand Social Security

— 8 expansion bills in the 113% Congress

— Sen. Harkin’s bill S.567

e Switch to the more accurate CPI-E
e Provide an S800 increase to almost all beneficiaries
e Extends solvency of the trust fund by decades

e Pays for it by having millionaires and billionaires pay the
same rate as the rest of us



SOCIAL SECURITY WORKS ALL GENERATIONS PLAN*

Current Projected 75 year shortfall as a percent of taxable payroll

Addressing the Retirement Income Crisis

Increase benefits for all current and future beneficiaries by 10%, up to a maximum of $150 a month (ad-

‘ostfSavings as per
cent of taxable payroll

justed for inflation after 2014) -1.20
Ensure that benefits do not erode over time by enacting the more accurate CPI-E -37
Provide a minimum benefit, at full benefit age, of 125 percent of poverty for coverad workers, who have _19

30 years of work

Strengthening Family Protections for All Generations

Provide up to 12 weeks of paid family leave upon the birth or adoption of a child, the illness of a covered

worker or family member -40
In recognition of the value of care-giving, give credits towards future Social Security benefits for up to five 25
years of caring for a child under age &. =t
Facilitate higher education by restoring student benefits for children up to age 22 whose covered parents 07
have died or become disabled -
Provide $1,000 new child benefit at birth or adoption of a child -07
Encourage work and support family caregiving by net applying the Family Maximum when Disabled Adult 01
Childran dn not live at hame o
Provide equity for disabled widow(er)s by eliminating both the age 50 requirernent and 7-year rule, and _04

by providing unreduced benefits

Securing Social Security's Financing for Generations to Come

Starting in 2014, gradually eliminate the maximum taxable wage base, giving credit for these contribu-

tions, up to a maximurn benefit +1.95
Enact a new dedicated 10% marginal income tax rate on yearly incomes in excess of $1 million (No ad- +1.50
ditional tax on the first $1 millien of yearly income) :
Treat all salary reduction plans the same as 401(k) plans with respect to the definition of wages under +.95
Social Security -
Increase Social Security contribution rate by 1/20th of a percentage point per year, on employers and +1.41
employees each, from 2020-2039, until rate reaches 7.2 percent on both employers and employees -
Invest 40% of Trust Funds in equities, phased in from 2014-2028 +.59
Combine the QAS] Trust Fund with DI Trust Fund 0

GE SURPLUS




About the only thing Americans agree
about

Little Support for Phasing out Social Security
Thinking about the long term future of Social Securify ...

Benefits Should Mot be Reduced in Any Way Reductions for future retirees
need to be considerad

Be kapt aboul as i & Cover more peaple, with Phased out as a Maintained at a
greater banafits E!m't program réducad leve

All B7% TOTAL ) “ "3 1% TOTAL
Consistently conservative 58 HE 38
Mostly consenative 59 Hﬂ 37
= " D -
Mostly liberal B9 “ H 2o
B -

Source: 2014 Political Polarization in the American Public.
Motes: “Don't know” responses not shown. ldeological consistency basedon a scale of 10 political values questions (see AppendixA)
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Chained CPI Benefit Cut

Cumulative Benefit Cuts in Constant 2012 S

65

Cumulative Social Security Benefit Cuts from Chained CPI
for Average Earner Retiring at Age 65

Age of Social Security Beneficiary
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-$319

===CPI-W (Current
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-$28,015
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Extremely Stringent Eligibility Criteria

Figure 5
Fewer Than Half of Applications Are Ultimately Allowed,

Often After Prolonged Appeal

{j,ﬂﬂl.'l applications)

(290 denied for technical reasons) " 710 submitted to DDS for medical evaluation

Y
[215 denied by DDS, }=———"465 denied by DD5 (245 allowed by DDS)

not appealed
195 appealed to 25 allowed at

35 denied at reconsideration, 1?0 denied at
not appealed ™ reconsideration

(50 denied on appeal)=———135 appealed to ALJ; 55— (140 allowed on appeal)
directly from DDS to AU

590 total denied 410 total allowed

Source: CBPP based on data for apphn:amns in 2004-2007 from the Social Security Ad ministration, Office of the
Chief Actuary, Sodal Sacunity Dis msmmﬁnﬂ Worker Experience, Actuarial Study Mo, 122, May 2011, Table
1,and ﬂFﬁcerrnf Research, Eu'aluatlnn and Statisti wal Seatistical Repaort on the 5 naﬂfgrwn}'Dab!;y!uumre
.F'mgmm 2001, July 2012 Tables 50.62, Data for m:u—:m:rmfe chosen becausa velfav applications from those
years are still pending a final decision. For simplicity, the flowchart illustrates the o ra hrp-uthetlﬁl
cohort of 1,000 applicants; actual applications in recent years have totaled about 2.9 millien annuall

Center on Budget and Policy Priorities | chppaorg
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