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Chairman Johnson, Ranking Member Becerra, and members of the Subcommittee, thank you for
giving me the opportunity to testify today on behalf of the National Women’s Law Center.

In announcing this hearing, Chairman Johnson stated, “Americans want, need, and deserve a
Social Security program they can count on and understand.” That is exactly right.

For a large majority of Americans, Social Security is their major source of retirement income—
and the most secure and predictable. Defined benefit pensions are disappearing, and more than
half of all seniors have no savings in retirement accounts. Social Security is what Americans
count on to provide retirement income for life that is adjusted for inflation.

Through wars and recessions, Social Security insurance payments have been made on time and
in full to support workers and their families when workers retire, become disabled, or die. That’s
why 84 percent of Americans agree that they don’t mind paying Social Security taxes."

My testimony will discuss the importance of Social Security to Americans’ retirement security;
the need to enhance, not cut, Social Security benefits; how to strengthen Social Security’s
finances to ensure that all benefits, including disability benefits, can be paid in full; and, finally,
the need to provide the Social Security Administration adequate resources to serve the millions
of Americans who depend on Social Security.

Social Security is the basis of retirement security for most Americans.

Last month, over 58 million Americans received income from Social Security.” Retired workers
and their families make up the largest group, over 70 percent; 19 percent are people with
disabilities and their families; and a little over 10 percent are surviving spouses and children.

Benefits are modest. The average Social Security benefit for women 65 and older is about
$13,100 per year; about $17,200 for men 65 and older.® About 40 percent of female retirees
receive worker benefits that would not provide a poverty-level income, compared to less than 20
percent of male retirees.

Yet these modest payments are critically important. Social Security lifts 22.2 Americans out of
poverty, including 15.3 seniors (65 and older) and over 1 million children.> Over 870,000
Texans and nearly 1.3 million Californians are lifted out of poverty by Social Security.® It’s
especially important to women; without Social Security, half of all women 65 and older, and
two-thirds of women 65 and older living alone, would be poor.’

With the law on your side, great things are possible.
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For most Americans, Social Security is the main source of retirement income.® For two-thirds of
seniors in households that receive it, Social Security provides at least half of their retirement
income. It’s virtually the only source of income (90 percent or more) for over one-third (36
percent) of seniors. Only for seniors in the top 20 percent of the income spectrum is Social
Security not the largest source of retirement income; their earnings are. But as seniors age, other
sources of income shrink or disappear as they stop working and exhaust their savings. Thus,
reliance on Social Security increases with age: nearly half (47 percent) of seniors 80 and older
receive virtually all of their income from Social Security.

The data above are based on the Census Bureau’s Current Population Survey (CPS). Some have
criticized this survey for not fully reflecting distributions that seniors receive from Individual
Retirement Accounts and 401(k)s.® However, other surveys that measure these distributions
confirm that most seniors are receiving limited support from their retirement savings. It is true
that, overall, there are trillions of dollars in retirement accounts. But retirement savings are
unequally distributed; much of that wealth belongs to a small percentage of wealthy
individuals.'

An analysis of data from the Survey on Income and Program Participation (SIPP) found that only
about one in five families headed by seniors received any money from retirement accounts in
2009, and among those did, typical distributions were modest. ** Among the 19 percent that
received any distributions, the median amount for the year was $3,300.

The Federal Reserve Board’s Survey of Consumer Finance—a survey that measures assets in
detail—also shows that retirement accounts are a limited source of retirement security for most
retirees.* In 2010, slightly less than half (49 percent) of households between ages 65 and 74 had
any assets in retirement accounts; among households over 75, slightly less than one-third (32.8
percent) had any assets in retirement accounts. For the minority who had retirement accounts,
the median holding was $100,000 for those ages 65 to 74, $54,000 for those over age 75. Put
another way, three-quarters of families ages 65 to 74 have less than $100,000 in retirement
accounts; nearly 85 percent of families 75 and older have less than $54,000.

Poverty among seniors is more extensive than many people realize, because it is underestimated
by the official poverty measure. A more accurate—and disturbing—measure of poverty among
seniors is provided by the Census Bureau’s Supplemental Poverty Measure (SPM). The SPM
takes account of certain out-of-pocket expenditures, including health care and work-related
expenses such as child care, and noncash and after-tax resources received by a household, such
as Supplemental Nutrition Assistance Program (SNAP) benefits and the Earned Income Tax
Credit."® Under the SPM, the poverty rate for people 65 and older jumps from 9.1 percent under
the official measure to 14.8 percent — an increase of 63 percent.'*

The main reason for the increase in poverty among seniors under the SPM is that even with
Medicare, out-of-pocket medical expenses consume a large share of seniors’ budgets — 14
percent, nearly three times the share of health spending of non-Medicare households.* That
means that seniors don’t have much left to pay for food, housing, utilities, transportation and
other basics.
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These statistics demonstrate what most Americans already understand: that’s why nine out of
ten agree that “Social Security benefits now are more important than ever to ensure that retirees
have a dependable income.”*°

Social Security should be protected and enhanced—not cut—to improve Americans’
retirement security.

Social Security will continue to be vital for future retirees. Defined benefit pensions that provide
income for life are disappearing; only 19 percent of private sector workers have access to a
defined benefit pension, according to the Bureau of Labor Statistics."” And the prospects for
retirement savings accounts filling the gap when today’s workers retire are not encouraging. Data
from the Federal Reserve Board’s Survey of Consumer Finance show that 45 percent of all
working-age families (ages 25 to 64), and 40 percent of families near retirement (ages 55 to 64),
have no retirement savings.'® When all families are considered—including those without
retirement accounts—the median retirement account balance for all working-age families is
$3,000; for all near-retirement families, the median balance is $12,000.%

These data show that today’s workers also will rely on Social Security to provide a modest base
of income they can count on for life when they retire. They can’t afford cuts, whether as part of
privatization plans that would replace secure benefits with risky private accounts, a lower and
less accurate Cost of Living Adjustment that would hit the oldest beneficiaries—mostly
women—especially hard,? or further increases in the retirement age, which are simply across-
the-board benefit cuts. A one-year increase in the retirement age cuts benefits by about seven
percent, regardless of the age at which benefits are claimed.?

Proposals to cut benefits are especially troubling because Social Security benefits are already
shrinking under current law. Changes enacted in 1983 and 1993-primarily the increase in the
retirement age which is only partially phased in—will continue to erode benefits. By 2050,
benefits will be 24 percent lower than they would have been without these cuts.?

The nation’s retirement savings and pension systems are failing millions of Americans; most of
the tax benefits for retirement savings go to those who need them least.?®* They should be
reformed. But if the goal is to increase retirement security for average Americans, the surest and
most effective way to do it is to protect and enhance Social Security. Social Security is already
virtually universal. It provides secure benefits that can’t be outlived and are protected against
inflation and the ups and downs of the market. In addition, it provides life and disability
insurance for workers and their families, imposes few responsibilities on employers, and is
highly efficient.

Since Social Security was created, Congress has built on its strong foundation: expanding
coverage, adding disability benefits, creating and expanding eligibility for divorced spouses,
making cost-of-living adjustments automatic, increasing benefits for widowed spouses.?* These
improvements have made a major difference in people’s lives: indeed, a careful study found that

Entmacher Testimony to the Ways and Means Social Security Subcommittee, July 29, 2014, p.3



all of the reduction in elderly poverty between 1967 and 2000 can be attributed to improvements
in Social Security benefits, not to workers’ labor market experience.?

Congress can and should continue the work of improving Social Security benefits to further
reduce poverty and increase economic security. Experts and advocates have proposed reforms?
and Members of Congress have introduced a variety of proposals to enhance benefits, including
using the Consumer Price Index for the Elderly, which takes account of elders’ higher health care
spending, to determine the annual COLA,; adjusting the formula to increase benefits overall;
reforming the Special Minimum Benefit to improve benefits for workers with low lifetime
earnings; giving credit for lost or reduced earnings due to caregiving; restoring student benefits;
and reforming the benefit for surviving spouses to provide more adequate and equitable benefits
for the survivors of low-and moderate-income couples. These are the kinds of reforms that
Congress should consider.

Protecting and improving Social Security is affordable.

The 2014 Report of the Social Security Trustees shows that although Social Security faces a
long-term shortfall, it is fundamentally sound—and with modest adjustments, can be
strengthened and improved for decades to come. The Trustees project that on a combined basis,
the program’s dedicated revenues and the $2.76 trillion reserves in its two Trust Funds—the Old-
Age and Survivors Insurance (OASI) Trust Fund and the Disability Insurance (DI) Trust Fund—
can pay all promised benefits in full until 2033.*" After that, Social Security won’t be broke—its
continuing revenues will cover 77 percent of promised benefits. Such a reduction in vital benefits
would be unacceptable, and the long-term shortfall should be addressed. But first Congress must
address a more immediate issue.

The Trustees project that the DI Trust Fund will be exhausted in 2016, and income to the DI
program will only cover 81 percent of benefits. The depletion of the DI Trust Fund is the result
of predictable demographic trends, not abuse of the program; in fact, nearly 20 years ago, the
Trustees projected that the DI Trust Fund would run short in 2016.% The increase in the number
of DI recipients is largely the result of the growth of the working-age population; baby boomers
moving into more disability-prone years; the increase in women’s labor force participation,
which brought their participation in the DI program close to that of men; and the increase in
Social Security’s full retirement age, which kept workers with disabilities between ages 65 and
66 in the DI program, rather than the retirement program.?

If Congress fails to act by 2016, insurance payments to disabled workers and their families
would be cut by one-fifth. But there is a simple step that Congress can take to prevent these
devastating cuts and reassure all workers that if they are seriously injured in a car accident or
suffer a devastating stroke and can no longer work, that Social Security will be there for them
and their families. It can do this by reallocating payroll tax revenue to rebalance Social
Security’s two Trust Funds. Currently, of the 6.2 percent of wages that employees pay for Social
Security, 5.3 percent goes into the OASI Trust Fund and 0.9 percent goes into the DI Trust Fund.
Changing the allocation of the payroll tax to rebalance the Trust Funds is a step Congress has
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taken 11 times in the past, and in both directions: shifting from OASI to DI six times and from
DI to OASI five times.*

Beyond that, Congress should consider reforms to strengthen the financing of the combined
Social Security program and improve the adequacy of benefits. Waiting until the Trust Funds are
within six months of exhaustion, as was the case when the 1983 reforms were enacted, would be
irresponsible. But the Trustees Report shows that Congress has the time to consider any changes
carefully—and, in particular, to consider how changes would impact the millions of Americans
who depend on Social Security.

Strengthening Social Security’s finances is important to assure workers and retirees that they will
get the benefits they have earned and are counting on for themselves and their families. But
making Social Security’s books balance over a particular period is not an end in itself. It’s
possible to restore solvency simply by cutting benefits deeply enough—but that is no way to
provide Americans with the Social Security program they “want, need, and deserve,” in the
words of Chairman Johnson.

Social Security is affordable. The Trustees Report shows that as the baby boom generation
retires, the costs of Social Security will rise as a percentage of the economy from about 5.0
percent of GDP in 2012 to about 6.2 percent in 2035 when all baby boomers have retired, then
level off. To put an increase in spending of 1.2 percentage points of GDP into perspective:
between 1950 and 1975, when the baby boomers were children, spending on public education
increased by 2.8 percentage points of GDP, with little advance warning.* In contrast, Social
Security’s actuaries have seen the retirement of the baby boom generation coming for a long
time—and Congress has taken steps to prepare for it.

What the actuaries and policy makers did not foresee in 1983, when they enacted a plan they
projected would secure solvency for Social Security for 75 years, was slow and unequal wage
growth. These trends not only have strained average working families; they have eroded Social
Security’s payroll tax base and account for a substantial share of the long-term shortfall.* So it is
particularly appropriate to strengthen Social Security by requiring high earners to pay their fair
share, rather than by cutting benefits for working Americans.

That is the approach most Americans favor. A national survey by the National Academy of
Social Insurance found that seven out of ten Americans, across generations and income groups,
preferred a package of changes that would raise revenue by gradually eliminating the cap on
taxable earnings and gradually increasing the payroll tax rate, and that would increase—not
cut—benefits.**

There are various options for increasing revenues for Social Security. A report by Social
Security’s Office of the Chief Actuary presents several.** Bills introduced by several Members of
Congress would improve benefits, raise revenue, and extend the solvency of the Trust Funds.*®
And immigration reform and other policies that would expand the economy, create jobs, and
boost wages for average workers would also improve the solvency of Social Security.
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The Social Security Administration needs adequate funding to ensure that Americans
receive the benefits they have earned in full and on time.

The Social Security Administration (SSA) is responsible for seeing that Americans receive the
benefits they have earned. It has a proud history of delivering world-class service—Dbut its ability
to continue to do so is in serious jeopardy.

Despite the substantial and continuing increase in Social Security’s caseload, Congress has
reduced funding for SSA over the last few years—and the services Americans need and have
paid for through their contributions to Social Security are suffering. Field offices have been
closed and hours cut back; staffing and training reduced; phone lines are overloaded; wait times
for disability determinations and appeals are unacceptable; and public education efforts have
been dramatically reduced. *°

In response to pressure from the public and some Members of Congress, some cutbacks have
been reversed, at least in part. In 2011, SSA stopped mailing the annual benefit statements that
explain what workers can expect to get from Social Security for budget reasons; it recently
announced that it would resume mailing statements, but only at five-year intervals and only to
workers who have not signed up to view their statements online.*” It also recently reversed a
decision that Social Security offices would no longer issue benefit verification letters to people
who came to their offices.®® These developments are welcome—but fall far short of what is
needed.

Increasingly, SSA has been relying on conducting its work through online interactions, and it
plans to continue in that direction.”® But while it is important to improve online services, this
strategy has its limits, even for people who are comfortable getting information and conducting
business online. For example, for several years, the Social Security website has touted how quick
and easy it is to sign up for benefits online. And it is a convenient option. But deciding when to
claim benefits—and what benefits to claim, especially for those who are entitled to benefits both
as workers and as spouses or widow(ers)—is not a simple decision. It can dramatically affect the
payments that workers, and a surviving spouse if they are married, will receive for life.*°
Applicants should be able to consult with well-trained staff to get help understanding the
consequences of different choices.

In addition, access to and ability to use online services is more limited among the population of
elderly people and people with disabilities that Social Security serves. The most vulnerable
beneficiaries are likely to have the most difficulty. And, though future retirees will, in general,
have more experience conducting their business online than current retirees, they’ll need to
continue to maintain internet access and keep up with changing technology to be able to continue
to conduct their business online. The ability to apply for benefits online at 66 is no guarantee that
at 90, they’ll be able to go online to correct an erroneous deduction for Medicare premiums.

It is SSA’s responsibility to ensure that all Americans—especially those who are poor or

vulnerable—have access to the benefits they deserve. And it is Congress’ responsibility to ensure
that they have the resources to do the job.
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Thank you for giving me this opportunity to testify.
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