
































Social Security: A Dream Renewed?

requested changes in both principles.
Because unemployment rates directly
affect social security revenues—when
fewer people are working, fewer peo-
ple are making contributions—the Pres-
ident had suggested that limited trans-
fers be made to the social security trust
funds from general revenues in years
in which unemplovment exceeded 6
percent. The Administration had also
suggested that employers pay social
security taxes on total payroll, without
reference to the wage base, thereby
making employer contributions higher
than those of employees. Congress re-
jected both proposals.

If social security were to draw on
general revenues, even on a limited
basis, it would undermine the long-
held belief that social security is an in-
surance system in which benefits are a
direct return of worker contributions.
But social security is not, in fact, an
insurance system and never has been.
Social security is a pay-as-you-go sys-

tem in which
the contribu-
tions made by today’s workers are
used to fund the benefits received by
today’s retirees. This intergenerational
transfer system worked well, with a
minimum tax burden on younger work-
ers, as long as there were a great many
vounger workers for every retiree. Those
numbers, however, have been shrinking
for years. Right now three workers are
paying the benefits for one retiree; in
not too many years, that ratio will be
two to one. At the same time benefits
have steadily risen. In the future, under
the new legislation, the average retired
worker can expect to draw benefits
equal to about 43 percent of wages at
retirement. Low-income workers, under
a weighted formula, will draw about 60
percent, and higher-income workers
proportionately less.

If you are retired or on the verge of
retirement, the increased benefits that
Congress has granted over the years
probably look very good. If you are a
younger worker, paying for those bene-
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fits, it may well seem an intolerable
burden. Using general revenues would
reduce some of that burden, or, at least
redistribute it. Using general revenues
would not, in fact, be terribly radical:
every other western nation uses gen-
eral revenues to fund at least part of
its old-age program and, perhaps more
to the point, the founders of our own
program expected that by the 1960s
contributions would come from three
sources: employees, employers, and the
government itself. J. Douglas Brown,
who headed the Social Security Advi-
sory Council in 1937-38, explained in a
letter to the New York Times in May
1977 that “The planners of O.A.S.D.I.
.. .were convinced that, as the system
matured, Government contributions
would be necessary and fully justified
to preserve the integrity of the system.”
So far, at least, Congress does not sce
it that way.

The immediate fiscal problems, in
any event, have been solved. None-
theless, many observers agree that the
legislation is a patchwork job which
does not address the social security sys-
tem, or its long-range problems, as a
whole. Specifically, the bill fails to
address the issues of societal change,
as reflected in the ever-greater numbers
of working women, and of universal
coverage.

Social security legislation, drafted in
the 1930’s, reflected the 1930’s image
of the American family: a wage-earning
father and a mother who stayed at home
and tended to the children. That image
is not valid in the 1970s; in fact, it has
been estimated, it currently fits just
16 percent of American families. Of all
working-age women 54 percent are now
in the labor force; 44 percent of all
married women work outside the home.
Yet social security regulations continue
to maintain the fiction that most wom-
en stay at home.

Under these regulations, designed to
protect dependents, a woman is enti-
titled to either one-half of her hus-
band’s retirement benefit or to a hene-
fit based on her own earnings, which-
ever is larger. Since women, on the
average, earn less than men, and since
their working lives are often interrupted
by child-rearing, most women do better
with social security based on their hus-
band’s benefits. But this means that a
woman who has never worked outside
the home can collect as much, in many
instances, as the woman who has
worked for years and who has paid
social security taxes for years. As
more and more women work outside
the home, often driven by the same
inflation that affects social security in
other ways, the inequity produces more
and more outery. So far all the out-
cry has produced is the appointment

(Continued on page 64)




























































































































































