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PROCEEDI NGS

GVNENDCLYN Kl NG
FORMER SOCI AL SECURI TY COWM SSI ONER,
MEMBER, PRESI DENT'S COWM SSI ON TO

STRENGITHEN SOCI AL SECURI TY

M5. KING Good norning, everyone. And thank you so
much for the opportunity to join you today by way of the mracle
of nodern tel ecomuni cations.

' m speaking to you from Dal | as, Texas, or as ny
husband and ot her Washi ngton Redskins fans call it -- the
original axis of evil.

(Laughter.)

M5. KING |I'msorry that schedule conflicts prevented
me fromjoining you there in person, but |I'mvery grateful that
at least ny video inmage can take part in this very inportant
conference. Actually, the risks for ne are sonewhat greater in a
format like this. If I were there in person, | could at |east
see you when you get tired of hearing ne and try to sneak out of
the room but 1'll do ny best to nmake this good.

There is no secret, of course, as to why | was asked to
join you today -- Richard Parsons couldn't make it.

(Laughter.)
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M5. KING | had the privilege of being asked by
President Bush to serve with Richard and Pat Myni han on the
President's Commssion to Strengthen Social Security. | want to
say what a privilege it was to serve on that bipartisan
comm ssion. It was an honor to work al ongsi de Senat or Myni han
and Richard Parsons, and all 16 of ny fell ow conm ssioners, each
of whomis dedicated to building a better Social Security system
one that offers genuine retirenent security to all Americans.

The Conm ssion cane out with its recommendati ons on
Decenber 21st of last year and, as you know, presented three
options to the President for consideration and debate. Each of
t hese options addressed the mandate to increase the fiscal
sustainability of the Social Security system while including
personal retirenent accounts.

W are a nation faced with conpl ex chall enges and great
conpeting needs. We have prosperity, and yet we still have too
many people living in poverty. W have resources and yet we are
still not certain how best to use those resources for an aging
popul ati on whose col |l ective health care and retirenment security
needs are growing rapidly. There will be no easy solutions to
t hese chal |l enges we face. The Conm ssion was convinced that the
chal l enges cry out for a national discussion, a reasonable debate

by all sectors of our society. W need a thoughtful,
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| evel -headed process that gathers the best ideas and eventually
| eads to consensus and to acti on.

We need nore events |ike the one you are participating
in today, and nore discussion by diverse groups, interested in
and directly invested in this program So, | want to just thank
Ed Crane and Harry Alford, Mchael Tanner, Christy, and all those
who worked so hard to bring us to this nonent.

Make no m stake about it, when we tal k about Soci al
Security and African Americans, we do need to discuss change. W
need to tal k about ideas to make the system better, fairer, and
nore effective, as a weapon agai nst poverty. W do need to
recogni ze that the status quo is sinply not acceptable.

Allow ne to nmake three points today. First, that we
have a systemthat desperately needs to be inproved. Second,
that there are reasonabl e ideas for change that warrant debate,

di scussi on and, eventually, action. And three, that the fierce
argunents against reformare sinply no excuse for inaction on
strengt heni ng our Social Security program

But let nme preface these points by sharing two
experiences. | wll never forget the day ny grandnother's first
Soci al Security check arrived in the mail. She was just furious
that the governnment, wthout her approval, had put her on the
wel fare, and she was having none of it. M brothers and | had to

try to explain to her that this was not a public assistance; this

ARTI Transcripts
(202) 347-0030 and wwwe.artitranscripts.com



was Social Security which one of her enployers had paid in for
her over the years and to which she was entitled because of her
[ifetime of hard work.

Once she understood that this was a real benefit she
had earned, she | ooked forward to the 3rd of the nonth for the
next 22 years. So, | understand that Social Security is a very
inportant part of the lives of mllions of elderly people.
al so have very strong feelings about how inportant it is for
famlies that work hard to accunulate wealth to be able to pass
it along fromgeneration to generation. | believe we can inprove
the economic health within the African Anerican community by
creating an environment in which young nmen and wonen can get a
head start and a neani ngful stake in the world by virtue of
resources passed on to them by previ ous generations.

So, to ny second story. M parents worked very hard to
earn a living and to provide a good honme for nme and ny three
brot hers, but when ny father died suddenly and w t hout warning of
a massive heart attack that night in August of 1969, ny nother
found out just how inportant the steps were that pop had taken to
do sonething a little beyond the providing of food and shelter.
He was insured. H's car note was insured. And his hard-earned
savi ngs provided ny nother with the neans to face the future with

financial security.
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My brothers and | were young adults, with young
famlies, just beginning to nmake our way. We were all over the
age of 25. Mdther was only 54 years old. After a lifetine of
paying into the Social Security system ny dad woul d have been
shocked to know that the total benefit paid to his famly
amounted to $255.

The Social Security systemas it exists today provides
for old age, survivors and disability benefits, OASDI. The
Soci al Security program has been a godsend to famlies when a
breadwi nner is unable to work because of a disability or when a
breadwi nner dies -- if the spouse is at or near retirenment age
and the children are young. And African Anerican famlies are
di sproportionately dependent on disability and survivor's
benefits -- that according not only to Social Security but also
to the National Urban League.

But let's deal in hard facts here. The average life
expectancy for an African Anerican man, according to the year
2000 statistics, is 64.8 years. This is trending down, not up.
In 1995, it was 65.4 years. O every 1,000 African American nen,
about 650 of themwon't see their 75th birthday. MW dad was
turning 55 the week he died.

The significance of this is pretty obvious. It neans
that mllions of working black men are going to devote a healthy

share of their lifetinme earnings to finance the Social Security
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benefits of others. Yet they will likely receive no retirenent
benefits thensel ves. The well -respected RAND Cor poration found
that African American workers will transfer as nuch as $10, 000 of
their lifetime incone to the Social Security system

For m ddl e- and | ower-inconme workers, that is not smal
change. But we all know that Social Security is a vital concern
to mllions of Anericans of all races who depend on Soci al
Security benefits during retirenment or periods of disability.
Unfortunately, unless we act to strengthen the system Anericans
will not be able to depend on those benefits indefinitely.

Oh, | know, AARP refers to Social Security benefits as
guaranteed. That sinply is not the case, as Ed Crane has already
said. It is just one nore of the nyths surrounding this
i mportant program The truth is that benefits are not
guaranteed. And benefit anmounts can be reduced if the funds are
not available to pay full schedul ed benefits. The Suprene Court
has already ruled twice that contributors have no property rights
to Social Security.

For minorities, with a shorter lifespan, reformof the
systemis essential. Only 65 percent of black nen aged 20 today
can expect to survive to age 65. Retirenent benefits will never
be realized. Put another way, 1 of ever 3 young African Anerican

men will never receive retirenment benefits -- perhaps disability,
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perhaps his famly will receive survivor's benefits, but not
necessarily -- renenber ny own personal story.

When | hear people defend the status quo as being
sonet hing that African Anericans should want to protect from
t hose who woul d change it, | want to have them | ook at one
critical nunmber. Anong African Anmericans between the ages of 65
and 74 who are receiving benefits from Social Security, 1 of ever
4 -- 25.1 percent -- are living below the poverty |ine. By
contrast, anong white Americans that figure is just 8.8 percent.

| don't need statistics alone, though, to make this
point. 1've seenit with my owmn eyes, and I know many of you
have as well. As Commi ssioner of Social Security, | had anple
opportunity to visit senior centers, nursing hones and retirenent
comunities. |'ve spoken with people who were so grateful to be
receiving that nonthly Social Security check, and yet they were
scranbling to stay solvent every nonth. They were goi nhg w t hout
their nedications in order to buy food, and vice versa.

| absolutely refuse to believe that this is the best
America can do. But | also know that the programis continued
ability to pay currently schedul ed benefits is not assured
wi t hout change. W all know that denographic changes will occur.
Baby boonmers will retire. Fewer workers will be paying into
cover the benefits. W all know that by 2016 Social Security

will be taking in less than it needs to pay full prom sed
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benefits. And trust fund bonds will need to be redeened over the
next 22 years to nmake up the difference. And we all know that
the U S. Treasury wll have to conme up with the resources to nake
good on those bonds.

By 2038, when the trust funds are expected to be
exhausted, only 74 percent of benefits prom sed today will be
covered by the revenue taken in by Social Security. W have a
systemthat needs to be inproved. Wy not act sooner rather than
later? Wiy not act in a bipartisan spirit of reason for the good
of the program and those who depend on it?

| believe the President's conm ssion devel oped
proposal s for an inproved Social Security that deserve neani ngful
and thoughtful public debate. Fiscal problens are a reality
outside the debate of a personal retirenment account. So, as
Snuffy Smth used to say, tine's a wastin'. Mst of you are
already quite famliar with the report of our Comm ssion, and you
are certainly famliar with the criticismthat resulted fromit.
Let nme take a nonent to address sone of the major proposals in
the report.

Nunmber one, we believe that Social Security would be
strengthened by allow ng workers to use a small portion of their
6.2 percent Social Security contribution to create a personal
retirement account conponent, so that famlies can gain a | arger

return on their noney than is currently earned and have the
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opportunity to build savings instead of just contributing their

FI CA taxes toward their defined benefit. These accounts would be
vol untary and would not apply to current beneficiaries or those
within five years of retirenent.

In today's world, the nedian African Anerican househol d
has barely over $3,000 in financial assets -- $3,000. That's not
enough noney to protect a fam |y against a serious financi al
setback. That's not enough noney to cover even one year of
post-retirenent life. And one major reason that African American
fam lies only have $3,000 in assets is because they're
contributing 6.2 percent of their wages to the Social Security
system And, let's face it, that doesn't |eave much cushion in
t he paycheck of |ow-inconme workers for personal savings.

| believe we can create a structure in which that 6.2
percent can yield sone tangi ble benefit beyond nonthly retirenent
benefits that, as we know, mllions of black men will never even
see. Qur Conm ssion did sonme projections. W discovered that if
we take just $1,000 of an average worker's annual Social Security
t axes, beginning when they start their working career, and place
it for 45 years over their working career in a persona
retirement account, that average wage earner would enter
retirenment with nore than $150, 000 accunul ated, even after

i nflation adjustnents.
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So, put these profiles side by side -- the mllions of
African Anerican retirees who are drawi ng Social Security yet
still living in poverty versus the possibility of accunul ating
over $100,000 in personal savings. | challenge anyone to | ook at
that side-by-side contrast and say that we shouldn't at | east
consi der the prospect of individual Social Security investnent
accounts.

And | agree with Conm ssioner Bob Johnson, that the
accunul ated wealth in these Social Security accounts shoul d be
i nheritable. Wy should we just passively accept that cycles of
poverty anong generations are a fact of life that cannot be
altered? Wth one significant policy change, we can snap that
cycle in this generation and literally change the future for so
many famlies. By just taking a portion of that noney that is
being funneled directly into the Social Security system and
enabling workers to use it to build an estate, we aren't just
altering their lives today -- we're building a future for their
chil dren.

And, finally, | believe strongly that if we are going
to give people the ability to create personal retirenent accounts
with a portion of their Social Security taxes, then we nust al so
give themcontrol over those bal ances when they reach retirenent
age. | believe that if we can trust individuals to invest their

nmoney wi sely during their working years, we should certainly give

ARTI Transcripts
(202) 347-0030 and wwwe.artitranscripts.com



12

them that same control and flexibility with their noney when they
retire -- once we are ensured that enough of a guaranteed benefit
remai ns to serve as a cushi on agai nst poverty.

Now, as you well know, these ideas emanating fromthe
President's comm ssion were not nmet with universal acclaim So,
let's be clear about what we did and did not do. And let's not
resort to frightening seniors who are already receiving benefits.
We did not propose changi ng benefits for current and near
retirees. Let ne say that again -- we quite sinply did not
propose any neasures that would touch the retirenent of any
i ndi vi dual aged 55 or over.

Now, having made that clear, |let nme address sone of the
speci fic argunents that have been nmade agai nst the Conm ssion's
recomendations as it relates to African Americans. First, it
has been said frequently that mnorities are disproportionately
reliant on Social Security for their retirenment income and that
it would be, therefore, extraordinarily hurtful to themto alter
the current system

It is true that mnorities have a heavy reliance on
Social Security for their retirenent incone. Black nales who
worked in the | ow-wage brackets for nost of their lives wll
depend on Social Security for about 80 percent of their

retirement support. The wealthiest 20 percent of wage earners,
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by contrast, depend on Social Security for only 20 percent of
their retirenent inconme needs.

Yet, far from being an argunent against reform | see
this as a conpelling argunent for change. Dependency on Soci al
Security has not, by any neans, equalled retirenment confort for
African Anerican retirees. They have little wealth accunul ati on.
Many are living below or barely above the poverty line. This is
certainly not a strong rationale for maintaining the status quo.

Furthernore, think about the future of Social Security
and about how nmuch we depend on the program |If the day cones --
and it will cone -- when we cannot bal ance the Social Security
books wi t hout naking significant cuts in benefits, who is going
to bear the lion's share of that pain?

It has been argued that African Americans are likely to
fare worse under private accounts since Social Security
retirement benefits are progressive and, disproportionately,
| owincone recipients receive a |l arger percentage of benefit
relative to earnings than do hi gher-incone recipients. The
Conmi ssi on was careful to make sure we of fered new progressive
proposal s for funding personal retirenent accounts and
progressi ve changes to Social Security's benefits structure. As
a result, many mnorities would be hel ped di sproportionately by

our reconmmendati ons.
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Anot her argument voi ced against reformis that
mnorities are prine beneficiaries of Social Security's
disability and survivor benefits and would be hurt the nost if
t hose benefits were underm ned by proposed refornms. The
President specifically directed the Conm ssion to preserve Soci al
Security's disability and survivor's conponents.

Comm ssi oners recomrended that di sabl ed persons receive
full disability benefits before they hit retirenment age. They
woul d not have their benefits reduced. And then, when they reach
retirement age, if they had voluntarily elected to have persona
retirement accounts, they, just as other program participants,
woul d exchange a snall portion of their traditional benefits in
return for that expected higher return fromtheir persona
accounts. In this way, disabled persons are supported with ful
di sability benefits while younger, but can also gain the greater
retirements from personal investnent accounts if they voluntarily
el ect to do so.

As for survivor benefits, far from underm ning them
t he Comm ssion reconmended | arger increases. W recomended, in
fact, that benefits for |ow-inconme wdows be increased from 66
percent to a |level of 75 percent of that received by both
spouses. This is a particularly inportant provision for African

Anerican widows, and it should not be | ost or obscured in this
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di scussion. And wi dows woul d al so benefit frominheriting
per sonal account bal ances.

| could go on and on debating the argunents that have
been made since the Conmi ssion released its final report, but I
know you will be hearing frommany others and |'m sure you're
going to gain a lot nore insight fromtheir expertise. So, |et
me just finish by saying sonething about the future of Socia
Security.

To say that we should maintain Social Security exactly
as it exists today is no different fromsaying that a train
shoul d stay on the sanme track even though the bridge is out a few
mles up ahead. The Social Security trustees report tells us
t hat, beginning in 2016, the current programw || cease producing
sufficient revenues to cover full benefit outlays. By 2030, if
we are going to continue to neet current benefit promses, it is
going to require either a 17-percent Social Security tax rate on
workers just to pay for it, or benefits would have to be cut in
2038 by 27 percent just to keep the program sol vent.

We have a w ndow of opportunity in which to address
these problens. By starting nowto begin a serious debate that
could lead to legislative action two or three years from now, we
can keep Social Security solvent well into the 21st century. And

we can create a programthat offers prom se and prosperity to
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peopl e who are today experiencing poverty and near poverty, or
not gaining anything at all from Social Security.

The key is to do just what you are doing today -- to
| ook at the issues with an open mnd, with a sense of fairness,
and with vision and clarity, to ook at what is right and
necessary for the people who depend on Social Security, and to
begi n taking steps toward building the kind of program Ameri cans
need and deserve.

Ed Crane and | were tracking on the sanme wavel engt h.
In 1884, Frederick Douglass wote, and | quote: A race which
cannot save its earnings can never rise in the scale of
civilization.

| believe those words ring true today. That the key to
a nore prosperous African Anerican community lies in naking it
possible to preserve our rich heritage, to educate our children
with dignity, and to build wealth that can be passed from
generation to generation. Wthout change, cycles of poverty wll
continue uninterrupted. But, with change, we can replace despair
wi th hope, dependency with confidence, and dislocation with hone
owner shi p.

Thank you very much

(Appl ause.)

(End of Ms. King's presentation.)
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