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metric used to adjust benefits for inflation may be over-estimated 
and can be more accurately measured using a chain-weighted Con-
sumer Price Index. This change is estimated to eliminate about 
one-sixth of the financing gap in the 75th year, and was also in-
cluded in the President’s Fiscal Commission’s recommendations. 

With any reform we consider, we must not forget the most vul-
nerable among us. Strengthening benefits for low-income individ-
uals would exacerbate the trust fund imbalance modestly, but, com-
bined with any of the options outlined above, the program’s long- 
term financing could be enhanced while benefits for low-income re-
tirees are increased. For example, President Obama’s Fiscal Com-
mission proposed a minimum benefit of 125 percent of poverty for 
any individual with 25 years of work. 

In closing, I would urge the committee to acknowledge the sig-
nificant expected shortfall in Social Security and to consider taking 
at least one step now to mitigate this problem. Reform options do 
exist that are both pro-growth and fiscally sound. 

Thank you. I would be happy to answer any questions. 
The CHAIRMAN. Thank you, all of you. 
[The prepared statement of Mr. Brill appears in the appendix.] 
The CHAIRMAN. I think it is fair to say that Social Security prob-

ably is in a little better shape than is commonly believed. I think 
that is a point you made, Ms. Altman, and personally I agree with 
you. Second, it is clear that, on an actuarial basis, for at least the 
next 75 years, Social Security is going to have to be faced up to, 
and we have to make some changes. 

But I think the question of the day really is, to what degree do 
Social Security payments in and out, the trust fund, et cetera, con-
tribute to the current deficit and debt questions? The big question 
today in, certainly, Washington, is the debt limit and how we in-
crease the debt limit, by how much, and so forth, and to what de-
gree that is joined with efforts to reduce the debt and deficit. There 
are lots of ideas around here on that point. But I would just like 
to settle, as much as I possibly can—maybe I am naive—the degree 
to which Social Security does, today, contribute to our debt and def-
icit and the degree to which it does not. 

Now, Ms. Altman, you made a very strong statement in that re-
gard. You say it does not, categorically. One penny saved in Social 
Security does not reduce our national deficit by one penny. Essen-
tially that is what you said. I would like to ask Dr. Blahous wheth-
er you agree, and, if you do not agree, why. I want to just try to 
settle this. To what degree does it add to the deficit or does it not 
add to the deficit? 

A separate question would be—to the degree to which it does or 
does not—when to address the question of Social Security. Then 
the question after that is, when this body addresses it, what should 
some of the changes be? But first, does it or does it not add to the 
Federal budget deficit today? 

Dr. BLAHOUS. Can I give you a 2-part answer? 
The CHAIRMAN. Answer any way you want. 
Dr. BLAHOUS. There was actually much that Ms. Altman said 

that I agree with from a technical perspective, even though I am 
coming to different conclusions. I think I would agree with her with 
respect to Social Security’s impact on the gross Federal debt, be-
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cause the gross Federal debt includes debt that is issued to the So-
cial Security trust fund. 

So, to the extent that you reduce a Social Security benefit pay-
ment, it results in an increase in the Social Security surplus, which 
in turn creates an increase in the debt paid to Social Security. And 
so the gross Federal debt remains unchanged. You would reduce 
the publicly held debt by doing that, but not the gross Federal 
debt. So I agree with her technical point. 

From a unified annual Federal budget deficit standpoint, I think 
my emphasis would be a little bit different. It is important not to 
conflate the deficit and the debt. Certainly net in the aggregate 
since the 1980s, Social Security has not added net, on average, to 
our national deficit and debt. The present value of the surpluses 
that Social Security ran in the 1980s, 1990s, and 2000s exceeds the 
size of the operating deficit that Social Security is running now. So 
I agree with that point. 

In terms of its actual annual impact this year, I would say it is 
adding to the annual deficit. Right now the amount of tax revenue 
coming in to fund Social Security benefit payments is less than the 
cost of those benefit payments. 

The CHAIRMAN. But you are excluding interest. 
Dr. BLAHOUS. Right. But the interest payments do not affect the 

unified Federal deficit. They increase the balance of the trust 
funds, so the trust fund continues to rise, but basically the cash 
flow deficit in 2011, under CBO’s latest report, is about $130 bil-
lion, and then $85 billion of that would be made up from a general 
revenue transfer to reimburse the trust funds for the payroll tax 
reduction. That is a general revenue transfer. That does not affect 
the unified budget deficit. Then the other $45 billion of that cash 
deficit would be made up through an interest payment. Those pay-
ments increase the balance of the trust funds but they do not have 
an impact on the unified Federal deficit. So I agree on some points, 
and I would emphasize others somewhat—— 

The CHAIRMAN. Ms. Altman, we will give you a chance to re-
spond. 

Ms. ALTMAN. Thank you. The law is unambiguous. So let me 
read it: Social Security ‘‘shall not be counted for purposes of the 
congressional budget.’’ Dr. Blahous talked about a unified budget, 
and that is perfectly appropriate for economists to talk about. You 
are trying to figure out those fiscal effects, and so forth. But with 
Social Security, by law, there is no unified budget. Social Security 
is not part of the budget. So that $14.3 trillion debt that we are 
at, the limit that you are going to have to raise—or at least have 
to vote on whether to raise in a few months—if you cut Social Secu-
rity, that $14.3 trillion does not change. It does not put any room 
into the debt limit. 

The CHAIRMAN. All right. 
Do you agree with that, Dr. Blahous? 
Dr. BLAHOUS. I do agree with that. 
The CHAIRMAN. All right. My time has expired. Thank you. 
Senator Hatch? 
Senator HATCH. Thank you. 
Let me ask Dr. Blahous this. Now, I am concerned about those 

on the bottom level who barely get by on Social Security who may 
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