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. HOW do we, as individualsand as a

‘nation, .protect ourselves against eco-

nomic adversity in coming years? This
question about our economic prospects
over the long term is naturafly a funda-

mental concern of all of us. - We may

know fairly well how we will do in the

next year or two, but the longer ferm*
outlook may appear to-be a great seaof

uncertainty.
For young adults, there may be

great concern about the kind of job they

will have in ten or twenty years, and the

economic- environment ‘they will face. -

They may wonder: w1lI I bé less valu-
able in coming years to.my present

employer, who will be therefore unwill- |-
ing to raise my pay? Will I be laid off -.j. -
from my present job, and searching ‘|
around as a not-so-young person with -if -
skills that are not so marketable?” Will.I - - -
be forced to move to some unappealing- . |

place away from my friends and rela-
tives to accept even a marginal job? Will

taxes be increased on my income? Willl -

find that the costs of housing, medical
care, educaton for d‘u.ldren, and other

such things are out pacing my ability to -

earn income?

For the Iruddle—aged people, think-
ing ahead ten or twenty years to retire-
ment, there are worries too; a little dif-
ferent from those faced by young work-
ers. The middle-aged may  wonder:
Between now and retirement, will I con-
tinue to earn income as well as I did
when I was younger? Is my portfolio of
investments big enough to sustainme in
retirement? Is there a risk that the mar-
ket value of the stocks and. real estate in
my portfolic will decline in the future?
Will social security really pay me what I
expect now? Will problems of caring for

my aged parents put a strain on my
_budget'? , ‘

- For people who are currently
retired, the worries are again substantial
and rather different. They may wonder:
how will my investments do, now that
these may now be my primary support?

- What if the stock market declines and I

am left with half the money I now have?
What if I live longer than I expect, and
run through my accumulated savings?
With the end of life no longer so remote,
what will the value of the inheritance I
leave to family members or charitable
organizations be?

All of these concerns are primarily
about long-term changes in economic

fortunes. ‘From year to year, there is

usually little apparent change in eco-
nomic circumstances, but the gradual

.. creep in our economic position may add
up to a lot over years and decades.

We would like to have long-term
forecasts in order to really understand
our prospects, forecasts over decades.-
But such forecasts are exacily what eco-
nomic forecasters do not want to give.
They tsually want to predict what will
happen in the next few quarters or a
year. The longer-term economic outlook

|- seems just too uncertain for them to say
-much about.

People in all of these circumstances

.. .can énlist the help of financial planners,

who will help them lay out a savings
and investment plan, and. help them
avoid paying more taxes than necessary.
But these planners do not solve for us
the fundamental problems; they only
reduce their severity. They can do noth-
ing about our job prospects, or concerns
abouti social security, for example.

In this lecture, T will discuss the .

-nature of the perplexing long-term

uncertainties, and what we as citizens
can do about them. One of the most

" important things we can do, I will argue,

is reform Social Security.

Existing Risk
Management Instituiions

People in fact rely substantally on
the government for the most important
long-term risk management, If risk
management is to be really effective, it is
most important that it help out in the
most desperate situations, and that is




~ what the U.S! government’s social safety -
net and social : security, fmanced w1th-" I

. income taxes, does.

Higher income people in‘the UL _
really do pay more taxes, despite all the.
loopholes and all the efforts of wealthier.

people - to avoid paying: taxes: -
According to a 1998 study by the U.S.

Congressional Budget Office, in ©1999
families with children under 18 and two

arents and with cash incomes (from ()
to $10,000) will pay a negative personal
income tax, -an-effective tax: tate of
-17.0%. (And this figure does not count.

the additional benefits they réceive in'.
government services,) Taxes can bg.so
negative because of the earned income”

tax credit. Other taxes, social security, "
excise, and the indirect mc1dence of the -

| corporate income tax, offset this nega- -
" tive tax, but the tofal federal tax burden -
- for these families is still slightly nega-.--
five. In contrast, families with incomes -

“over $200,000 pay 22.9% of their adjust-

1" ed gross income in federal personal
. income taxes, and the combined effectof . .{

this and other federal taxes means that

- their total federal tax bite is abouta f:hlrd ‘
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- of thei¥ adjusted gross -
income..; In.short, in
the United"States, the
-government - takes
more money- from the
.. higher income person..
'.*80; that ‘governmental -
-gervices, and. benefits.
.can be mamtamed for
‘the poorer ¢ Citizens for
free i
i 'The -income -_tax
: Sy's’cem helps offset
L any. unforeseen major
- income shifts.  This is - §
" basic risk - manage- -
ment. Even if we are §§
doing -well now, we g

are -happy to see such SVC'students who welcomed Dr. Robert J. Shiller (third from left)
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: wn selfish. 101'18“ - fromi’ Cnnnellsmllz, John Hill, a senior polztacal science ma]or
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incomes. We ought to be happy o seé .ty is offset by the fact that the hlgher '
‘stehia program in place for:others. we’ -| : ¥ income people tend to live longer and
a_bout ‘such as our’children and .- | collect more monthly benefits over
hildrenin the future, since it will* | * their lifetimes.

e rthem . in’. worsi-case ' scenarios. The ‘Social Security System was

‘Péaple 'vote for, income taxes not only: |- set up to allow some risk manage-
_out of altruism; but out ofanmstmchve; ...ment for people who ‘are not at the
- Iecognition that the tax system pr0v1des - bottom of our 'sociceconomic ladder.
.risk management to all of us. Sl Social Security has three main compo-
“=Some of the governmental services nents. The acronym QASDI sums
& d transfers to ‘people who are unliicky - them up: Old Age Survivors .and
et ‘their personal incomeés come under |  Disability Insurance. The biggest of .
" the heading of welfare The 1996 wel- |  -theseis the old age insurance (OAI) -
fare reform act may seem to have com- " component that provides pensions
| . promised the ability of welfare to irisure . ' | * after. we retire. Next is survivors
. against long-term economic misfortune. - | - insurance (SI), which is really a gov-
¢+ Gince the act put a five-year lifetime ernment-sponsored life insurance. If

on.cash welfare benefits, welfare you have been making social security
nﬂy does not protect people’s ' contributions and you die with
-cash ‘income against the worst sort of dependent children, they will receive

g-term ‘economic risks. But, we can some support, the amount depending
~.iexpect that when people start reaching on how much you have contributed.
-the ﬁve—year limit, states will allow con- The_ third is disability insurance (DI).
. tinuing subsidies for finding a job and - If you have been contributing to social
‘ keeping it,. and in-kind benefits such as security - and become - disabled, you
«.food: stamps without a five-yeat limit. will receive a monthly stipend, again
- ‘Moreover, we all still receive some very' | depending on how much you have
- important other beneéfits, benefits such | contributed.

.as educatlon police protection, . ar

" Aggregate stks

2 g’~ ’ 1
Vpeople are considered, we see that the: | -DEFSHS Eﬁdﬂ@iﬁuﬁll Risks B
. iﬁ:ﬁﬁg Eg;qfse;? floor-on the standard =% “5-5 - e ultimately, does the gov-'

ernment provide this social sécurity to

) 'beneﬁts ‘as a function of contnbuhons, ;tsgtllt;ztigs th‘:’re :Eril'ilsﬁ'lt:t?&ntfoinaif
and so it is ot welfare, People who g p

: : - j - .insurance? O does the. system
. —eam more, and therefore. make. miore - -~ ’

ae ‘reduce risks for some people
eive more in benefits, people only by

- shifting these risks to be bome by oth-
) . pts some income . - ers? .
quality, and seeks to preserve these |
incomes. The system is supposed to be " wer eﬁﬁi lﬁggtgergcﬁs]i;:ﬁvué—cor?ei P
rogressive, in its awarding of benefits, ' uncorreiai% d across people — t11'1e1;1athe
ince higher-income people receive less risks might be handled by a principle

than proportionally higher monthly P . -
ben_ef_its. But, thi$ apparent progressivi- Qf_.msurance ceﬂed risk pooling. If the

+ The' Social Security System pays
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: . many examples.

insurance compariy writes thousands or.
millions: of policies on individual inde-

pendent-events, then the company faces
no risks. If we know that the risks are
independent, then we can guarantee a
fixed benefit and return to all parties. If
it were so simple, insurance companies
could insure us against all risks to our
livelihoods:

But we have no way of knowmg

that long-term risks to incomes are inde- *

pendent across individuals. That is,
there is fundamental uncertainty about
the -incomes in the aggregate, for the

nation as a whole.. If we do not even.

know what aggregate national income
will be in corm'ng decades, then we can-

not promise any fixed benefits to any
subgroup of the population, without

transferring the risk of national income
shortfalls to those of another subgroup.

The U.5. government has a social
security system that, on the face of it,

proinises to pay guaranteed real benefits -

to the elde.rly If this promise is
honored, and if national  income
should - grow much less: than
expected, then the younger peo-"
ple. will have to pay more as a
fraction of their income in confri-
butions or- taxes to pay for the
benefits to the elderly. There is
no escaping . ‘this fact: if the
national incoime pie. is'smaller . §
than we expected and if the size §
of the slice going to the ¢lderly is
kept fixed, then the size of the -
remaining pie, going to. others,’
must = be - disproportionately
smaller than éxpected.
< Talluded at the beginning of
my talk to the economic risks of
young and middle-aged workers,
as well as those of retired people.
The Social Security System in its’
present form- appears to deal
with the risks of the elderly large-
ly by increasing the risks of the
| young and middle-aged workers.

‘The history of long-term: national -

income trends shows that over decades

there is considerable unpredictable vari- |
| ation in'the growth rate of national
“.: |- incomes. -Over a decade or two, the real
| -per capita national incomes of:some |

courifries will double, others hardly

| - chiange-at all. Studies show that very lit- -
tle -of this change in national ‘income is’
No one forecasted the'.

forecastable..
remarkable boom of the Japariese econo-
-~ my in the postwar period, nor its sud-
den debacle in the nineties. Fifty years
ago forecasters were extolling the out-
look for Argentina, and thought that
Korea was a backward country; little
‘suspecting that it would be Korea that
underwent an economic miracle and
~Argentina relative stagnation. There are

changing global economy, the uncettain-

~ ty about the future is as strong as ever.” 1.
<" The risks of national i income shocks S

could be dealt with somewhat by finan- . i
spec1f1cally‘_-'. 1.
designed for Hedging national income - -
risks. I call these "macro markets,” mar:"
kets for long-term claims on national . . F

cial hedging vehicles

incomes, and I have been advocating for

some .years now their establishment: -
But, their establishment does not appear -
" imminent now, and I will work on the

realistic assumption . here that U. S.

national income risk is an inescapable-
risk for all of us, Tt should be noted, -

thotigh; that the absence of such mar-

kets may also have the effect of making - |
_-us unaware of the uncertainty about the - [-
outlook for national incories. The stock

market lets us know, through its ups

. and downs, about the uncertainty about
the outlook for corporate profits, but’

there is‘'no such evidence about the
uncertmnty about .the outlook for
natlonal incomes. ;

than the estimated $9 trillion presént

value -of future social secunty obhga- A

tions.

 Social

The U.S. Social Security System has
~not ‘always been described to the public
*as a pay-as-you-go system. Some of the

With the rapidly. | talk = from the Security.

. Administration has suggested that con- |
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Robert Shiller (far ﬂght) “They are  beginnitg second. from left, .
Elizabeth Poole, a senior at Bishiop Carroll High School in Ebensburg; |
Iulm Polka, a junior at Greerzsburg Salens; and David Braum, Jr, a
jumior at Laurel Highlands High School in Uniontowi, Pictured at far
left is Dr. Andrew R Herr who directs the scholarship progr mo

The Pay-As—Ygu-Ge
. Nature of Social Secumty

The U.S. Social Security System is.
run primarily on a pay-as-you-go basis. - ;
” This means that the contributions that

workers make today. are used immedi-
ately to pay the benefits. of currently *
. ..tetired persons, they are not invested.
Actually, a component of the cofitribu-
" tions -is invested in the Social Security:
Trust Fund, but the trust fund amounts

- to-less than a trillion dollars, far less .

- the current governmient has providec

- nothing new about the pay-
. basis for social security. - From:
' ‘immemorial, care of elderly-has. been’

. Bystein was established in 1935, the first
" generation 'toretire received far more
- benefits than;they contributed, and this®
s Uis’offefri ‘

‘thern. However, thére is no.clear wind--
~-fall, since the so-called windfall ma
+"have beén to somé extent'a formuliza ‘
tion by the govérnment of the already - |

' “existing“obligation to them from their. 4

- own children, In Somé cases at least, the: {7 -

. middle-aged people at the time ‘when' {5

Social Security first started paymg gen- |

5 trlbuhons to So<:1a1 Secunty are invest- | -
-d. " But the investment-is ‘mostly only. .

symbolic, it'is only. an mvestment 1.n
trust- that  the. future “U.S. governmen
will make good on the suggestions: tha

for Social Security benefits. - <
In a fundamental sense,

pay-as-you-go. . Each set of generation
helps, when théy are young adults, their :

* children and, when they are middlé- | -
- aged, their. elderiy parents. One feelsa - | :
- debt to one’s parents for:the care one '}
received-while a child, one repays this to- |-
-_them when middle-aged by caring for |
" them when they are old and mcapable it
Thus, Whe_n one is young one "saves’.in .|

“of .creating . an® indebtedness

““from one’s’ children not by buying-

stocks bonds .or physical capital.

: - The pay-as-yougo U.S. Social. g
~ Secunty System may be regarded._ b
as merely a formulization of this” | -
ancient system, that makes it fiune- | .
" tiombetter. Relymg excluswely on. | !

- familyfor sustenance in old age is
-intrinsically - 1isky:: the ' essential -
burden’ one places ori:one’s chil~
dren when' old:is a function of
i how ‘well one’s: cluldren do in”
. earning income. Tf children make'
" alotof money, then they can ea51-'_:=
ly afford to -buy services ‘to take
'-.care of ' their parents, - hiring “in-"

- home or putting {;_he
fortable retirement h
children do'not m
money, they may be

“take their parents into their own
‘homes, homes which'are likely t
be small and cramped 1.f the'
income is shoft. o

+ =When thé"

sseribed’ a5 a - windfall to

erous benefits wete able to give less care -
to their aged parents because the par-.

< ents were fiow being supported by the .}
govemment “These young 1 made soc1a1 L
- security conttibutions ‘in:lieu of: caring "

- for their parents. To the extent that this ~
is.the’ ‘case, the elderly did not recewe' E
.aore -services " overall.
"advent of soc1a1 securlty ‘was’ }ust a.

“Instead; the =




£ -

- seamless governnient contintation and

formalization of older custors:

Formalizing the system of parental’ -
‘care into the Social Secuirity System has.
.| " certain advantages over the older fami-". |’
ly-based system, in eliminating random "
* elements. - Some people have no' chil-’

~ dren, or have children who die young.

| Some people have children who do not

. care about their ‘parents, and neglect
theém. In clder days; the extended fami-

ly might exert pressure on uncaring chil- A
dren to take up the burden of caring for -~ .

-their parents, and other relatives or car-
" ing friends might. step in their place, but
‘such a mechanism is not secure. Havirig
. the government manage a pay-as‘you-

go social security system elmunates _

. such uncertairities: :
The pay—as—you go nature of social

security, as opposed. to'a ‘fully invested -
system, is in some sense inevitable. The .
alternative idea that each person would -

build up savings ‘to live off of in retire-

ment, rather than relying on children,
assumes that itis possible to do so with -

some reliability. .~ But, there may be no

really reliable savings wehicle for ‘the *
nation as a whole. Both corporate stocks
‘and corporate: debt ultimately depend .

“for their returns-on the success of the

‘| “nation’s corporations, which is not
~assufed. These investments may timn

outbadly just because the economy miay

turn: otit badly. "It seems to be widely
. assumed today' that the stock market is
‘perfectly safe; because it:has always
‘done quite well over long ‘periods -of
. time! But, we have no way of knowing

ast.  Government debt may be viewed
s perfectly safe, but that safety can be
* 50 it is not a safe vehicle for the nation as
is not even an investment-vehicle at all

fof the coun’a‘y -as a: whole tinless the
governmen’c itself invests the money it

‘1 raiges th::ough its debt m somethmg

1 else. o
i fﬁ’ze Imparmﬂce af Savmg

- Ornie 'way of dealmg with risks to':.?'-' |

‘ our livelihoods is just to save more. The

- more savings we have, the more cushion "
* that we have against poss1b1e threats to -

our incomes. And because of the high
available yields and the. law of com-

il pound interest, -a. httle saving goes a -
| long way. . -
: “The MIT econormst }ames Poterba ‘
has .estimated, “using: national: incone -

and capital stock data 1959-1996 that the

| real return to.mvestments in capital in’

the nonfinancial-corporate: sector has
been 8.5%. before: corporate taxes, and
5.1% after taxes. ‘The after-tax return can
be compared with the average real

_whether the future will really be like the

ssured by the government ‘only by
romising to fax others in this country, -

'-;a whole to save. U5, government debt

' (inflation corrected) return ont a portfo-

lio of corporate .stocks. and corporate

bonds over this same period, which was -

6.6%. These numbers suggest that there
may be very high returns on saving

- -through investments in such vehicles.

If we can take any of these figures
as a guide to returns in the future, then

these are apparently some very impor-.

. tant opportunities to improve our stan- -
dard of living, coming. from the com-.. "
pounding of the high. retirn to invest-
ments. -Suppose we-can expect invest-"

ments to earn 6% a-year every year in
real (inflation corrected) terms. Suppose
a parent who is 30 years old begins
investing $3000 a year in a tax-free fund

~*on behalf of a child, and c¢ontinues to do

so untl the parent refires at age. 65,
Then the dccumulated fund will, contin-

" uing. fo-garn 6% a year, provide an
“income of a real, inflation-corrected |
+$21,000 a year in perpetuity for the |
child. ‘This income is sufficient that the
~ichild would never really need to work

for pay at all, could devote his or her

_entire life to other causes, and still could ~
.. make a bequest fo one child in the suc-
- ceeding generation that would allow the
+: s$ame opportunity for that child. Note -
- that these numbers aré based on the

assumption that the investmént will do

U as well as the stock market has in the

past few years.
There are various reasons why peo-
ple do not take advantage of the oppor-
“tunity afforded by this apparently high

. return. One of these reasons is that peo-

.ple are just impatient. They find it

pajnfui to save the $3000 a year suggest-

" éd in the above example. If this were the
* only reason why people 'do not save

more, we might say that perhaps they
are even doing the right thing in not sav-
ing. If it is just so-difficult to save now,
then perhaps the pain of saving today

-ouiweighs the future benefits of saving.

But, there are many reasons to think
that failure to save is not the result of
any valid calculations weighing present
pain want against future plenty. There
appears to be a human characteristic of
myopia when considering the distant

- future, an exaggerated feeling that the
-present is always filled with exigencies -
‘that require spending money ‘now.

Moreover, our institutions create subtle
incentives not to save: savings are taxed,
and there is a feeling that future savings
may be taxed even more, as for example
by means testing of services or benefits.

For these reasons, it is impoitant
that national policy creates incentives -

for saving. The U.S. Congress has done '}
so in various forms, by creating individ- |-

ual retirement accounts (IRAs), 40IK-
plans, and the like. These plans elimi-.
nate the disincentive for saving cauged

by the govermnment’s taxing savmgs,_-'. 1
" though they do not offer p051t1ve:-

encouragement to savings. -4
. - And yet savings rates contmue o
be low. The personal savings rate in the
United States has been declining for
years, and in late 1998 actually became
negative. The negative saving rate may
be the result of Optimistic expectations,
as evidenced by record high consumer
sentiment indicators in 1998, and by the
record high price-earnings multiples in
the stock market E
The President’s Universal Savmgs
Accounts (USA Accounts) are an effort
o try some more to encourage saving,
by creating a positive incentive, that
more than offsets the tax disincentive.
President Clinton, in his 1999 State of
the Union message, proposed that peo-
ple should be able to coniribute to the
USA Accounts with tax-free dollars, as is
the case now with IRA accounts and
40tK plans. But, moreover, according to
his' plan, the U.5. government will

" “match a portion of each dollar an indi-
.vidual voluntarily puts into a USA
. Account, and thus the government

would be creating a positive subsidy to
saving.

- Revising Pay-As-You-Go

Social Security

In traditional families, the obliga- -
tions between generations are naturally
somewhat flexible, and responsible to.-
incomes. If elderly parents did very

well economically in old age, as for |

example if they had successful business -
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dealmgs whﬂe sh]l employed or if they
invested in stocks and the stock market
soars; then, when they are old, their
middle-aged children will probably be
expected to bear less of a burden caring
for them. If parents do very poorly in
their investment, on the - other hand,
then they will expect their children to
help them out more than expected.
The same flexibility = generally
applies with regard to the incomes of
* their children. If their children become
- very wealthy as middle-aged adults,
because of a successful career, or
because of successful investments, then
they-will tend to be expected tohelp out
more their elderly parents. I, on the
other hand, the children are thrust into
poverty in their middle-aged years, then

them
‘The Social Security System does not

now incorporate such flexibility. The

fixed real benefits means that none of

the risk is borne by the elderly retired

persons. All of the risk is borne by the
' younger people.
B - The Soctal Security System should
-l institutionalize this same Hexibility. We
Y| can preserve the advantage that the
- social security system en.forces chil-
‘| dren’s obligations to: their parents in
their old age, and insures parents
against children’s incapacity or unwill:
ingness to take care of them, but at the
same time enforces flexibility about the
aggregate ability. of the ‘middle-aged
segment of the population to pay for
their parent’s support,

S'tacial Secm‘ity’s‘Pmmises
' Much current rhetoric about Soc1a1

“system has been promised to the elderly,

-and so it cannot be changed. Changing
-the system would, it is argued, call into
question the mtegrlty of the U.S. gov-
ernment.

schedule of benefits that is indexed to
- inflation, and so the benefits schedule
~for each retiree is indeed defined in real
“terms indefinitely. But if one reads the
Social Security Act, it does not literally
"promise” to keep.benefits indexed to
inflation forever. - It does not even say
that it is the wish of Congress.that the
benetits never be changed again in real

will increase at the rate of inflation, so
- that their real value is fixed, until "a law
has been enacted providing a general
benefit increase in this title.t Thus the
law does not promise anything, it in fact
anticipates a change 'in benefits later.
Although the wording suggests that
orly an increase in benefits is anticipat-

1 gocial Security Act, SEC 215 [42 US.C. £15) (1) (B

their parents will tend to expect less of -

Sécurity reform has it that the present

The Social’ Secunty Act prowdes a -

terms. It merely specifies that benefits.

ed, the omission of mention of possible..
_ decreases might be ascribed to nothing .-
~more than politically motivated optl—
© mism. :

Economists have on many ocea-
sions urged schedules of payments that
are mace over some time be tied to infla-
tion so that, in the case that we do not
get-around to changing them in a while,

- the schedules do not get out of line.
" There have been some anomalies in the

past when payments were fixed in nom-
inal terms, that the economists were
reacting against. For example, when
income tax brackets were fixed in nomi-

.nal terms, infladon had the effect of
‘pushing people into higher brackets and
thus in effect raising taxes without any =

action of Congress. - That problem has
been fixed, and so too it seemed natural

‘to specify that Social Security benefitsbe -

indexed te inflation.
It has now indeed become popular

for people to speak of the indexed bene- -

fits as "promised" to the elderly. Indeed,

President Clinton, in his 1999 State of ' |

-the Union Address, used such language.:
The notion that social security benefits
are a promise to the elderly has slipped
into our way of thinking, without any
formal Congressional resclution resem-
bling a promise ever having been voted
upon in our Congress. It is curious how

national "promises” come to be made, I
am reminded of the Vietnam era rhetoric
that we had promised that we would

never let the South Vietnamese regime
fall, when in fact there was no formal
promise to this effect. There too, the

result of many statements by public fig-
- ures who'individually did not have the
authority 'to ‘make a promise -for" the
- country, but who collechvely created the -
- sense of a promise. ' y
There is so much. pohtlcal rhetoric.
" these days about "fixing” Social Security.
" What do these people mean, when they
.say the Social Security needs to be fixed?
. Usually, they are referring to the project-
“ed exhaustion of:the Social Security
Trust Fund some time in the next centu-
ry if benefits are increased every year at
the inflation rate as defined by the'con- -
surer price index. Currently, it'is pro-.
jected that the trust: fund will be

- - exhaustion of the trust fund is just a con-
~~sequence”of an arbitrary .assumption

ue indefinitely. at their present level.
nature of our promise to the elderly in

the country, The trué promise is the orie
that each of us adopts as an obligation to -

not to guarantee the real standard of liv-
mcr of the elderly in all cucumstances

Cenclusmﬁ

- vought to encourage some saving, and: .
‘will help® provide more of 2 cushion

' against the vicissitudes of our economy,

. ‘but they have not been enacted. yet.
- Even if they are enacted, the President’s -
~.proposal, that 11% of - the projected "
.~ Federal Government- surplus will be ~
* * used to subsidize these accounts, shows -
'+ that the subsidy fo saving will be small:

© saving.
“ The most mportant other thmg to

fits and.contributions in social security

1. 50 that these are more responsive tothe | -
varying fortunes of the country and of | -+~
: different groups within our nation. This |

- is the opposite of eliminating the earn- -
ings test for social security benefits that -
-President Clinton has*proposed. The . i
-present structure in which retirees bear™
no risk at all, and see their social securi-
ty contributions guaranteed in.real -

population who- are in effect providing’.
‘the; guarahtee,
already have their oWwn income concerns

"and needs, without also having to bear-
the burden of the risks of the retired.

sense of a promise was the cumulative | -

exhausted by the year 2032. .But, this .|

* that 'social security benefits will contin-" - .

We should reconceptualize the true I :

our parents, and. that-we can naturally e
generalize to the nation: This promiseis:” |

- President C]Jnton s proposals for [N R
. .managmg the nations risks are‘a stepin ™.~
‘the zight direction, but we need to'do” {.
more;” The Universal Savings _Accounts S

1. We:should ‘do..more yet to encourage Nk

- ,_do, besides encouraging -saving, is to .7
change the formulas for defining bene- I

“terms, seems great for the elderly, but it *| - ©°
is not-so great t for other elements of our i

The  younger people |

When the time comes, in coming ‘|- -
decades When the level of our prospen—_'-- |




ty is-finally observed, there is a good
" chance that the division between young
and old created by the social security
- systéem will not appear to be desirable,
~.and there will be a pressure to change it.
Then we will see that we never really

meant the promises that were apparent-.

1y made to the elderly to fix their bene-

" fits in real terms.: It is far better now if
we are more careful about the promises

.‘that we make. - .

: Making changes in the promises
offered by social security will take some
work, it will mean confronting how we

will really handle the risks to our
national incomes. We must get down to
the task of defining the division of

. { future national incomes, and not rely on °
+1.:some ‘blithe optimism that investing

social security coniributions in the stock
market will create anything like insur-
ance or security for the future. The task
of défining the obligations that different
generations ‘will have to each other

under alternative economic circum-

stances in the future is not one that law-
makers are acciistomed to'already, and
" will require considerable thought. But,
it is important that the benefit promises,
and promises about future contribution
‘rates, be made now with some basic
good serise. This is the essential task for
social security reform today. .
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" CENTER ANNOUNCEMENTS

For more information about the following
Center events, including fimes and loco-
tons, plense call the Center, 724-537-4597.

April 15-17, 1999

Public Morality, Civic Virtue, and the
Problem of Modern Liberalism,

CONFERENCE PRESENTERS:

Dr. Peter Berkowitz, Associate Professor
of Government, Harvard University,"Public
Philosophy and Postmodernity”;

Dr, Walter Berns, Resident Scholar,

American Enterprise Institute, John M. Olin

University Professor Emeritus, Georgetown
University, "The Cultivation of Citizenship
and Statesmanship”; Dr. Mark Blitz,
Fletcher Jones Professor of Political
Philosophy, Claremont McKerna College,
"Liberal Freedom and Responsibility";

Dr. Pouglas J. Den Uyl, Professor of
Philosophy, Bellarmine College

"The Formation of Character and Modern
Liberalism"; Dr. Jean Bethke Elshiain,
Laura Spelman Rockefeller Professor of
Social and Political Ethics, University of

Chicago Divinity School, "Religion and
Civil Society”; Dr. Leonard P. Liggio,
Research Professor, George Mason
University School of Law, Executive Vice
President, Atlas Economic Research
Foundation, "Liberty and Order in the
Western Tradition”;

Dr. Daniel . Mahoney, Associate Professor
of Politics, Assumption College, "Liberal
Democracy and Moral Foundations™;

Dr. Wilfred M. McClay, Associate
Professor of History, Tulane University,
"Tudeo-Christian Tradition and Liberal
Tradition in the American Republic';

Dr. Gilbert Meilaender, Board of Directors
Professor of Christian Ethics, Valparaiso
University, "Fleeing the Universal: the
Problem of Relativism";

Dr. Christopher Wolfe, Professor of
Political Science, Marquette University

"A Public Philesophy for Contemporary
America’; and

Dr. Catherine Heldt Zuckert, Professor

of Political Science, University of Notre
Dame, "Scientific Rationality vs. Morality?"

May 18, 1999

Government and Political Education Series
lecture /luncheon at the Duquesne Club
Former UJ.5. Attorney General Edwin Meese,
“President Reagan: A Leader for the Century”

T. William Boxx and Gary Quinlivan's
newest edited collection, Toward the Renewal
of Civilization: Polifical Order and Culture, has
been published by Eerdmans, ISBN: §-8028-
4534-7. Contributors include: Hilton
Kramer, Claus Ry, Joyce Little, Charles R.
Kesler, William B. Allen, Stephen J. Tonsor,
11, Elizabeth Fox-Genovese, Robert .
George, Hadley Arkes, Martha Bayles,
Dinesh T¥Souza, and Ralph Mclnerny.
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