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PROCEEDI NGS

MR. TANNER  Thank you very nuch. | appreciate all of
you being here today, on a cold day beating the snows. W hope
to have you out before the blizzard hits. | understand there is
going to be about an inch of snow, so Washi ngton shoul d cl ose
down any tine now.

It was former House Speaker Tip O Neill who reputedly
coi ned the phrase that Social Security was the "third rail of
American politics." Supposedly, if you touched it, your career
died instantly. And for many years it certainly seened that
politicians in Washington treated Social Security as the "third
rail.” Any discussion of reformwas stillborn in the political
process.

That has begun to change of late. Public opinion has
certainly shifted. The public understands that there is a Soci al
Security crisis and that there is a need for reform The public
i ncreasingly understands the value of individual accounts. W
saw this in the 2000 presidential elections, when President
George W Bush ran on the issue and survived. W see it again in
t he 2002 Congressional el ections.

It was reputed by sonme people that the Social Security

i ssue would be the silver bullet that woul d defeat Republican
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candi dates all across Anmerica. W heard statenents, Dick
Gephardt for exanple, on Septenber 18th, said: The election is a
referendum on Soci al Security. On Novenber 1st, Nita Lowery
said: The election, in ny judgnent, is a referendum on Soci al
Security. Denocratic Congressional canpai gn spokesnman Jenny
Backus said, on Cctober 6th: There is no question that | think
this election is a referendum on Social Security. And finally,
Howard Wbl fson, of the Denocratic Congressional Canpaign

Comm ttee, on COctober 9th, said: The stakes in this election are

high; it is a referendumon the future of Social Security.

We will take themat their word. It was a referendum
on Social Security. Individual accounts won. In every election,
as far as | can tell, across this country, where Social Security

was a significant canpaign issue, the candi date who favored
i ndi vi dual accounts won.

W are happy today to have a couple of the fol ks who
did that, a couple of fol ks who were targeted by anti-account
activists, a couple of candi dates who saw noney and TV
commerci al s and door-to-door activists arguing that their
proposal s for individual accounts were going to | eave grandma in
the street to starve and eat cat food.

One of ny favorite conmercials actually managed to
squeeze in the fact that individual accounts were going to take

your Social Security check and ganble it in Enron on Wall Street
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for the benefit of the wealthy supporters of the candidates. It
is amazi ng how you coul d squeeze all of that into one single
attack ad.

But despite that, we have here today a reel ected
congressnman and a newy elected senator. They are enblematic of
t he new wave of individual account supporters who won across this
country on Novenber 5th. The first up today is Senator-El ect
John Sununu, from New Hanpshire, a former three-term Congressnan
and Vice Chairman of the House Budget Conmttee. H s race was
one of the top targets of individual account opponents. They put
time, effort and noney in, and yet he is here today as a
Senat or -El ect, testifying to the popularity of individual
accounts. W are very happy to have Senator Sununu with us today
totell us alittle bit about howit was in his canpaign, and
what we need to do from here.

Senat or Sununu.

(Appl ause.)

JOHN SUNUNU, SENATOR- ELECT

NEW HAMPSHI RE

SENATOR- ELECT SUNUNU. Thank you. Thanks very much
| amsure a |lot of you saw the various conmercial s

during the canpaign. One of themwas just described. | do not
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know where that one ran. The commercials in nmy canpai gn were not

quite as highbrow. | will say it is my favorite, but | have not
actually seen it. | appear in it in kind of a cartoon fornat,
with a beard and sungl asses and bags of cash. | amnot sure if

it Social Security cash or what cash it is, but | have a tape of
this ad com ng

And when that went out there, and when people started
comng up to nme in the street saying, oh, yeah, you're running
for Senate, | saw you in that conmmercial with the beard and
gl asses, | knew things were either going pretty well or pretty
bad, depending on how effective |I could be in conveying the
i nportance of the nessage that we are here to tal k about today.
That nmessage is the inportance of reform ng and strengthening
Soci al Security, the inportance of enpowering workers to control
alittle bit nore of what they earn every week, to control what
they are paying in Social Security taxes, and to establish a
personal retirenment account in order to not just strengthen the
program but to rmake for a stronger retirenent security systemfor
our children and grandchildren.

| am not here to talk about all the nuts and bolts of
legislation or reform | think Cato has done a great job in
tal ki ng about different options and opportunities and sone of the

f undanent al val ues of noderni zati on and the fundanmental val ues of
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personal accounts. Pat is here as well, and Pat is as good as
anyone at tal king about the substance.

What | thought | would do is talk about the politics,
tal k about the nmessage, at least as | tried to portray it in ny
canpai gn, and why | think this issue cut, and cut in favor of
t hose that supported individual accounts, and why it wll
continue to cut, and why | think it will continue to resonate
with voters, whether it is in 2004 or 2006 or until we get the
j ob done.

And having | ooked out to the day when we do get the job
done, do get a nodernization package in place, let ne take a
nmoment to say Cato's work is not done. The job of anyone who
cares about this issue, who has advocated for this issue, whether
it has been for five years or 20 years, or, as in the case of
Cato, probably closer to 25 years, the work is not done.

Just because we have a good el ection cycle, because we
get a few people elected that have tal ked thoughtfully and
substanti vel y about noderni zing Social Security, that does not
mean we can just sit back and expect the chairman of the Ways and
Means Committee or the chairman of the Finance Commttee or the
Maj ority Leader or the Speaker or anyone else to just take the
ball and run with it. That is obviously not going to happen.

| have only been working in Congress for six years and,

if | have learned anything, it is that just because you have a
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good electoral result, it does not nmean the legislation is going
to get witten or get witten in a good way.

Why? Well, the politics. Wiy did this work? Wy was
| successful? Wiy was Pat successful? Elizabeth Dol e? Lindsay
Grahan? | amsure there were nmany others that were willing to
talk about this issue in a direct way. First, a couple of points
that | think are fundanental, that everyone should understand in
this day and age, but, especially inside the Beltway, people
either don't understand or don't care to admt.

Voters are pretty smart. Voters are pretty
intelligent. But not every voter, not every Anerican. | nean,
let us face it, there is a huge spectrumof abilities in this
country. But the electorate, by and large, is pretty
intelligent, and | think they are getting smarter, especially
when it cones to political advertising or political
comuni cation. They have seen the attack ads. They have seen
the negative ads. 1In a lot of these races, they saw nore than
ever before.

So, where denmagoguery is concerned or attack ads or
scare tactics, where soneone is going out and trying to evoke an
enotional response to an issue like this, it's just not as
effective as it used to be. Especially with retirees, they have
seen all the ads before, all the scare tactics on Medicare, al

the scare tactics on Social Security. And so, if you are putting
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out a substantive nmessage versus an enotional scare tactic, you
wll fare better today than you woul d have 10 years ago or 15 or
20 years ago.

| think people would argue the last tinme Soci al
Security played effectively in a national canpaign was 1983,
1984, 1985, 1986, sonewhere in there, where a nunber of
Republ i cans lost their seats because there was a big wave of
attack ads and scare tactics about cutting Social Security
benefits. But the electorate is smarter today than they have
ever been before.

Second, voters actually care. They care about issues.
This is an inportant issue. And any tine you are out there
tal king about an issue that voters care about, if you are doing a
good job, if you are speaking fromthe heart, if you are speaking
froma set of principles and personal beliefs about sonething the
voters care about, you are going to do pretty well. And in this
el ection, of course, it was driven, by and | arge, by econonc
i ssues and national security issues. W saw those very high on
the priority list of voters. So, if you were tal king about those
i ssues substantively and effectively, you were probably going to
do pretty well, if you had a nmessage that resonated.

But where Social Security was concerned, where it was
injected into canpaigns, voters are going to |look at the

candi dates and, at a certain | evel decide who seens to understand
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this issue best, who seens to care about it, who seens to be
willing to do sonething about an issue that | care about -- and
that is making Social Security work. So, we have got a pretty
wel |l inforned electorate. W have an electorate that cares about
big i ssues, inportant issues |ike Social Security reform And
those things are not going to change. So, | think that |ays a
pretty good foundation for future canpaigns or for people running
for office if they want to take up this chall enge.

O her reasons we were successful? One, in talking
about Social Security nodernization and personal accounts, we as
candi dates, | as a candidate, were offering a positive vision for
the future and a positive vision, again, about an issue that the
voters cared about. By contrast, my opponent and Denocrats nore

broadl y, what were they saying? They were tal king about what

they are opposed to. "Well, we are against personal accounts;
let's tal k about the next issue.” "M opponent wants to cut
Social Security benefits; | am opposed to personal accounts;

let's tal k about the next issue."

That is not, in the broadest sense, the kind of a
message, the type of tone, that voters want to hear about any
i ssue. They want to hear what you are for. They want to hear
how you see the future unfolding, how you will be involved in
shaping legislation and to be able to stand up and say that this

IS an inportant issue.
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W see the Trust Fund being depleted over tine. The
problemis only going to get worse the |Ionger we wait. W need
to do sonething about it. And here are sone ideas for doing
sonmet hing about it. Let's |ook at the youngest workers and give
themthe option of controlling a portion of what they earn and
put it into a retirement account that gives thema higher rate of
return, that hel ps increase personal savings, that enpowers the
younger worker. W are going to have a system where we conti nue
to have sone guaranteed m nimum benefit. W are going to protect
the benefits that are retired today, but let's strengthen the
system for future generations.

One, that is a nmessage. Two, it is a positive nessage.
It is a substantive nessage. And nessage beats no nessage every
time. But a positive vision beats a negative one every tine, as
well. So, we were successful because, on this issue and
hopefully on others, but on this issue we were presenting a nuch
nore positive vision of where we thought the system and the
country ought to be headed.

Anot her inportant distinction was that just by standing
up there on an issue that, by and large, the punditry or
consultants in the past have said is a dangerous issue to talk
about, we were providing | eadership. And voters in general, and
you might argue in this election cycle in particular, voters are

| ooki ng for people who will be strong | eaders, broadly speaking.
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They want soneone that is willing to provide | eadership on
chal  enges that wll face our country, our States, our cities and
towns, today and in the future.

And they | ook out there and they say, well, everyone
says you shouldn't be tal ki ng about Social Security, but Pat or
John or Lindsay or Elizabeth, they were willing to stand up there
and tal k about this issue. They are not shying away fromit.

And | believe voters use that kind of scenario as a proxy for how
you will |ead on other issues. Even if they don't agree with you
on every detail policy prospective, on every idea you have on
Soci al Security, voters understand. Again, this gets back to
voters are smart.

Voters actually understand that they wll not agree
wi th you 100 percent of the tinme on 100 percent of the issues.

It is not possible. So, they are not stunned that you get up
there and say, well, on Social Security I would do A, B, C, and
D. If they don't agree with D, they are not going to run and
vote for the other candi date necessarily.

St andi ng up and tal king about a tough issue that they
care about, and tal king about it substantively, the voters wal k
away and say, if he or she is willing to provide | eadership on a
tough issue |ike Social Security, then | can count on them and I
can be pretty confident that when it conmes to health care reform

or sinplifying the Tax Code or education reformthat they are
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going to provide | eadership on that issue as well. They are
obviously are not going to shy away fromthe issue. And heck, if
you are willing to step out there on Social Security, you are
willing to step up on just about any issue that you think is

i nportant.

So, they can count on you not to shy away from tough
issues. And it also builds a greater foundation of trust,
because if you are willing to tell themreally where you stand on
Social Security, then you are going to be willing to tell them
as a voter, where you stand on other issues. Again, that is what
the electorate wants as nuch or nore than anything -- someone who
will be straight and who will provide |eadership and who will
take on tough issues.

So, voters use your willingness to stand up on Soci al
Security as a proxy for |eadership. You are providing themwth

a positive vision. You are talking about an issue that they care

about. And last -- | laugh because it is unusual, | suppose,
that | would leave this for last -- but it is about substance.
And | think at sonme level -- | hope at sone |level -- the

el ectorate still cares a little about substance.

They want you to tal k about a conplicated issue, a
conpl ex issue |ike Social Security, and to be able to describe in
fairly direct or personal terns, understandable ternms, what this

systemreally is. You are taking in tax revenues, paying
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benefits. It is a pay-as-you-go system W have a trust fund.
How does the trust fund bal ance increase and decrease over tine?
What does it nean when we start depleting the trust fund, when it
goes to zero in 40 years? \What are the options?

You have to be able to counter charges. "Wll, you are
going to risk it all on Enron stock.” O course not. What
peopl e are tal king about is sone sort of set of options for
investnments. You can point to the fact that the safest
i nvestnent vehicle in the history of the world, a U S. Treasury
bond, is going to earn 3 or 4 or 5 percent, which is a lot nore
t han the younger workers can expect to get fromthe Soci al
Security systemas it is currently structured.

So, if you can address issues and concerns in a
t hought ful and substantive way, again, voters are going to wal k
away and say, gee, this person seens to have done their honeworKk.
They seened to understand the basics of the issue. And, once
again, even if | do not agree with themdown the Iine on this
issue, | can count on themto do their homework on other issues
and ot her concerns. So, froma political perspective, | think
that is why, nore than any other reason, this issue worked for us
as candi dat es.

Now the challenge is to sonehow transl ate that
political success, that rhetorical success and the el ectoral

success into legislative success. And, in many ways, that is
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going to be at least as difficult as it has been to educate
oursel ves as candidates and to build on the success that
organi zations |like Cato and others that have tried to educate
America have had.

| think the biggest reason for optimsm at | east
inside the Beltway here in Washington right now, is that, at its
core, the Wiite House and the Adm nistration really do care about
this issue. They believe in this issue. Their belief is based
on principle and commtnent to enpowering these younger workers,
to strengthening and noderni zing a systemthat has been in place
for 60 years but needs to be strengthened if it is going to stil
be successful in 40 or 50 or 60 years for ny children and ny
grandchildren. And I think they are nmuch nore conmtted to it
t han many people on Capitol H Il would |ike to believe.

And it does stemfromthe success of President Bush in
the 2000 el ections. He went out there and canpai gned on this
issue in 2000. W can pat ourselves on the back, well, | was
willing to canpaign, talking about noderni zing Social Security,
but President Bush did this two years ago and he was successful
across the country. They | ooked at how they did anong retirees
and near-retirees after tal king about this issue, after having
mllions of dollars in ads run against them They | ooked and
they said that not only were we not hurt by this issue, we were

hel ped by this issue politically. And, on top of that, it is the
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right thing to do. And that, in and of itself, provides great
notivation.

| said to soneone four or five days before El ection Day
-- that was Novenber 1st or so -- and | knew it was a close race,
| felt I had an advantage, | felt |I had a real distinct edge
going into the final week of the canpaign for a nunber of reasons
-- | said that one of the best things about this is know ng that,
cone el ection night, when | am successful, | wll have been
el ected to the United States Senate, canpaigning to nodernize
Social Security and to sinplify the Tax Code. And there is
sonet hing i nportant and enpoweri ng about that, know ng you can go
out and talk to your electorate, talk to your voters, in a
di rect, honest, substantive way and have themrespond in a
positive way. | think that is great notivation for nme as a
candidate, and now it will be great notivation for me as a U S.
Senat or .

| am | ooking forward to the challenge, but it is a huge
chall enge. And we have nore speakers here that can tal k about
sone of the nuts and bolts and the opportunities, but this is the
right thing for Anmerica. It is the right thing for our kids and
grandkids. It sounds like a very enotional thing to say, but it
is absolutely true.

One of the nost revealing nonents for me on this issue

cane in the canpaign when | was talking to a group that was
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bigger than this. It was probably 500 seniors. It was an AARP
forum And, you can imagine, it was nostly about Medi care,
prescription drugs and about Social Security. M opponent talked
about cutting Social Security benefits or raising taxes and
ganbling it on the stock market, and all the class warfare things
we have all heard before.

And it was ny turn at one point to rebut and to talKk.
| said, well, how many people out here have children? Their
hands all went up. How many peopl e have grandchildren? All the
hands went up. How nany people do not care about their children
and their grandchildren's retirenment security? Al the hands
went down.

When you put it in those ternms, it really strips all of
the trimmngs off of the class warfare argunents, and it makes
peopl e understand that this is not about any benefit that would
accrue to ne as an elected official, as a Senator or a House
Menber. W do not get any benefits fromtal ki ng about
noder ni zati on or working on legislation to strengthen the Soci al
Security system

The only reason you would ever stand up in public and
tal k about this issue is because you actually care about having a
systemin place, a retirenent security systemof sone sort, that

will serve our children and grandchildren as well as the one that
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has served our parents or grandparents. There is no other reason
todoit.

By asking that sinple question of those in the
audi ence -- and whether they are old or young -- | think it hits
home. This is about doing the right thing froma public policy
per spective, doing our job as legislators, and, in the end,
having a systemthat really serves the country far better than we
coul d i magi ne.

Thank you.

(Appl ause.)

MR. TANNER: | suppose it is possible to say, al
right, Social Security reform that works up there in New
Hanpshire. After all, you have got all those rock-ribbed, Yankee
conservative types and all that. So, we can understand why naybe
it was successful there.

On the other hand, Pat Tooney's district is alittle

different. It is a district that has | eaned Denocrati c. It's a
district that is full of union househol ds. It is a district that
is full of seniors. In fact, it is a district that is so

contrary to the conventional w sdomof reformthat the Wl
Street Journal was led to say that if a Social Security reformer
can win in that district, they can wi n anywhere.

Well, not only did Pat Toonmey wi n, he won by the

| argest margin in all the tinmes in his running for Congress
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there, and winning his third termin that district. He is
certainly no stranger to being outspoken on issues. W are happy
to have himas good friend of the Cato Institute and we are happy
to have himas a | eader on the Social Security issue.

Congressman Pat Tooney.

(Appl ause.)

PAT TOQOMEY,

REPRESENTATI VE, PENNSYLVANI A

CONGRESSVAN TOOMEY:  Thank you very nmuch. Thank you.

It is always tough to go after John Sununu. | want to
congratul ate himand just share with you ny observations from
having worked with himfor tw terns in Congress. John's
mgration fromone end of the Capitol to another will, w thout
doubt, lower the average intellect in the House and raise that of
the Senate. And | congratul ate the Senate on their gain, and
you, John, as well.

| will just give you sort of ny perspective on this.

And | wll tell you that I think one of the nbst exciting things
about the election |ast nonth was, well, fromny point of view,
of course, ny win, but also the Republican win. | truly believe

it was a victory for genuine ideas versus an intellectua

bankruptcy that was playing out in nmany, many races.
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Specifically, in nmy case, Social Security reform was
the centerpiece of a set of ideas, a series of ideas, that were
al | about pronoting personal and econom c freedom and the
opportunity and prosperity that cones with freedom versus an
absence of ideas really and | think sort of a |liberal paralysis
that results fromthe Left's sort of natural aversion to econonic
freedom and freedomin general.

If I could give you a quick overview of the
denographics of ny district, | think it is useful as well as the
two big issues that played out in my canpaign. As you heard, it
is a Denocratic-leaning district and it is an older district.
Pennsylvania is the second ol dest State in the country, behind
only Florida. And ny district is older than the average in
Pennsyl vania. So, that gives you an idea of the denobgraphics in
that respect. It does have a significant Denocratic voting
regi strati on advantage, a Denocratic voting propensity. Al GCore
carried ny district. M predecessor was a Denocrat. So, you
start out having to think this through carefully politically.

The two big issues in the canpaign were really
reflections of the divergent sort of political philosophies of
the candidates. It was about econom c security, the econony and
whet her we shoul d proceed with | ower taxes or not, and retirenent
security. And specifically, whether we should reform Soci al

Security or not. It was a very stark contrast which, frankly, I
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think works well for Republicans who are willing to advocate a
solid pro-growt h and conservative and pro-freedom ki nd of agenda.

And if | can make a quick plug on the tax front,
because | think this is exactly parallel to the Social Security
message. Wich is we have all the demagoguery about this being a
tax cut for the rich that we all voted for and President Bush
signed into law and how terrible it was and unfair and all the
usual nmessage. And ny opponent rem nded the voters in ny
district that not only did | support it, but | advocated doing a
| arger tax relief package.

And | pled guilty to that, and | still plead guilty. |
still think that we ought to take that package and phase it in
i medi ately. W should do that. W should get rid of capital
gains and the doubl e taxation on dividends and the alternative
m ni mumtax. These are things we still ought to do. This is a
di scussion that we had t hroughout the canpaign, as well, and that
did not cost nme this seat.

But Social Security was, as | said, the centerpiece of
this discussion. John illustrated the case very well in his
di scussion with a group of seniors and | have al ways believed
that those who have suggested that Social Security reformis
necessarily the third rail of American politics -- that is really
a sl ander against the senior citizens of Anerica. It is really

unfair and | think it is very inaccurate.
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O course, these fol ks care about naking sure that the
benefits that they paid into a systemare going to be their for
them But they care very, very nuch about their kids and their
grandchildren as well. They want to know that you stand for a
substantive programthat is going to nake this systemviable for
t hose kids and grandchildren that they care about.

Younger voters, fanously, are extrenely skeptical about
the existing structure of the program They are already really
very far along on this. But seniors can be made to understand,
and | think already do understand, the need for the reform

| wll say that | think you have to realistically
understand that you have to tal k about an issue in a way that
does not allow people to get any traction with the m sl eadi ng
nmessages that cone out. The advertisenents and the suggestions
that we want to take the Social Security noney away from people
is a nessage that they still tried in this last election cycle.

O course, we know that is kind of ridicul ous.
Republ i cans have been in control since 1995, and who isn't
getting their Social Security check anynore or who is getting a
smal | er check? Well, obviously, nobody.

Anmongst the reformers, who wants to pull the rug out
from under anybody who is already retired or even close to
retirement? Well, nobody. And we know that. But it is

sonething that, in a political discussion and in a canpaign,
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peopl e need to be rem nded of. And that is sonething | spent a
fair amount of time discussing.

But once you have established that we are not talking
about cutting benefits or tal king about changing the rules for
peopl e who are already retired, the other side finds thensel ves,
| think, in an indefensible position of justifying the status quo
when you tal k about where we are going to be 15 years or 25 years
or 35 years down the road. Wen you challenge them on that,
where do they go?

Peopl e who want to just stick with the status quo are
inplicitly advocating a massive tax increase or a massive benefit
cut, or both, and there is just no way around that. Well,
nei ther of those are acceptable. Neither of those are appealing
to anybody. That is why I think, politically, this is very much
a W nnabl e issue.

W have challenges in nmoving this forward. And part of
themarise fromthe fact that while the inpact of that
demagoguery, | think, has been dimnished, it is not gone. And
there is still a lot of m sunderstandi ng about the nature of the
program So, there is a lot of work to do. And John is exactly
right -- the Cato Institute has to continue to play a big role.
We have got to discuss this all over Anerica.

To give you an exanple, | think nost people do not

really understand the difference between a pay-as-you-go system
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and a systemthat is funded by sone other nmechanism | am
convinced there are still people in Washington and the rest of
the country who think that the Social Security Trust Fund
consists of a cave in West Virginia where there are stacks of
hundred-dollar bills, and when we run | ow on cash we drive out
there and grab sone of that. So, there is a lot of clarification
that is necessary.

The final point I will nmake is a point that | tried to
stress whenever | woul d speak about this to a group. It is one
thing to tal k about how i nportant and how huge a problemthis is
for the Federal Government. And this is a huge problemas we all
know. If you do any kind of quantitative analysis on this, the
present value of the shortfall is staggering. It makes the
actual on-budget deficits really pale in conparison. So, there
is an inportant reason to address this froma purely governnent
fi nanci ng point of view

But | feel very strongly that there is a nuch bigger
and even stronger reason to do this reformin the right way. And
that is its power to liberate mllions of American people. The
opportunity that we have to reformthis program and al |l ow peopl e
to accunul ate savings would be the first tinme in the history of
the world that average workers and | owi ncone workers, people who
today don't have enough noney |eft over after they have paid

their bills, to accunul ate any savi ngs.
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If we reformthis the right way, we give every one of
t hose people the opportunity to accunul ate wealth in their own
lifetime, to see that nest egg grow, to know that they were
responsi ble for creating that nest egg that is available to be
passed on to their kids, and to serve their retirenent in a way
t hat makes them i ndependent of the political whinms of Congress.

| think those changes, of creating a society where
everybody is an investor and everybody is an owner and everybody
is a capitalist, | think those are profound, enornously
i nportant, enornously beneficial for our entire country and, nost
of all, for the people in Anerica who today do not have the
opportunity to accunul ate savings and accunul ate wealth. So, |
think that is, first and forenost, why we need to do this. And
the fact that is solves a mgjor financial problemfor the

governnment is a great secondary benefit, but it is just that.

So, | amgoing to urge ny coll eagues to nove
aggressively on this. | do not know what nore we need to |earn
politically about this. | think what we need to do is to hold
hearings. | think we should have a national debate about this.

| think we should go on tours across Anerica and di scuss this.
woul d I ove to see us mark up a bill and vote on a bill and pass a
bill in the House.

| know things nove a little nore slowy over there on

the ot her end, John, despite your best efforts, but hopefully we
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coul d have an environnent where we could get sonething really
very substantively done in this Congress. That is ny hope.
think we are on the right side of this issue and we shoul d push
as hard as we can.

Thank you very much.

(Appl ause.)

MR. TANNER: Thank you.

Worki ng at Cato, | often have the opportunity to be
di scussing policy issues where | amconvinced we are right but
where it is not always so popular. One of the things we |love to
do is to be right even when it is unpopular. However, on Socia
Security, you have the added advantage of havi ng good policy that
is also good politics. And it is sonmething in which the public
is clearly behind it. Polls have nade that anply clear.

We are happy to discuss this a little bit in terns of
the election with one of our top pollsters in the country. David

W nston, of the Wnston G oup, did polling imrediately follow ng

the election. | amtold that it was not technically an exit
poll; it was a post-election poll. There is a termof art there
i nvol ved.

David Wnston will tell us what the voters were
t hi nki ng on el ection night and how they were reacting to the
Soci al Security issue. And with that background, we can

understand a little bit better why candi dates |i ke the ones we
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have here, and people like Libby Dole and people |ike Jim Tal ent
and Li ndsay G aham and Norm Col eman, all across this country won.
Davi d W nst on.

(Appl ause.)

DAVI D W NSTON

THE W NSTON GROUP

MR. WNSTON: Thank you

Actually, | want to start off with an interesting
contrast in terns of contrasting two el ections. Senator-El ect
Sununu was referring to an election that occurred in the
m d-1980's. Actually, it was the 1986 Senate race where the
Denocrats very nuch focused on Social Security. | think it was
Bob Squires, as a matter of fact, who was the sort of masterm nd
on the Denocratic side putting together the nedia. And it was
blistering two weeks |eading up to the election in 1986 and we
actually lost the Senate. W lost six very close races. And |
think that sort of set the tone to sonme degree after that that
Republ i can candi dates were truly scared to touch the issue.

In contrast, | find this election to be a dramatic
reversal of that. Here you had basically the Denocrats rolling
out their 1986 plan which had been hugely successful, except this

time they had the advantage of actually holding the Senate and
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all they were trying to do was retain it. And in fact the exact
opposi te happened. They ended up losing the Senate and in fact
findi ng candi dates who were running on the issue of Soci al
Security succeeding. That is a dramatic shift over a 16-year
period, which | amsure is sending quite a few Denbcrats back to
their play book to figure out what is the next step here.

One of the interesting results in this election -- and
if I can have you wal k away with one nunber in terns of giving
the focus that was put on Social Security by a variety of
candi dates -- the single best voter group for Republican
candi dates was 65 and over. Let nme say that again. The single
best voter group for Republican candi dates was 65 and over.

In the post-election survey that | did for the United
Seniors, we won that group 56 to 43. It was a 13-point margin, a
huge margin. The next closest group was 35 to 44, where it was
plus-12, and then everything else was basically in single digits
one way or the other. So, the question of how did that nessage
wor k and how did that nessage resonate, well, that is the target
group in terns of Social Security, and that group clearly voted
Republ i can and toward the Republican nessage.

| also want to agree on one point before | get to other
topics wth Senator-Elect Sununu. And that is this is a snart
el ectorate. One of the things that | believe that happened with

Septenber 11th was the fact that people decided they wanted to
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pay nore attention to public policy. | know there was a | ot of
cyni ci sm about what sort of inmpact would it have and people would
eventually forget, but | think you found an el ectorate that in
fact was willing to pay nore attention and so you could discuss
conplex issues. | think the end result you saw is that we were
able to put forth a lot of relatively conplex ideas that people
actually listened to and we actually succeeded on.

Wth that, | want to start off by trying to put the
concept of Social Security into sonme sort of context for you.
Let ne start off with two denographic trends and then | will get
into this question. There are two huge denographic trends t hat
are about to happen, and the fact is that npbst Americans
understand this. Mst Americans feel, particularly younger
Ameri cans and nmi ddl e-aged Anericans, are very concerned that
Social Security is probably not going to be there for them unless
some reform happens. There is a clear understanding that reform
has to occur at sone |evel.

Those two denographic trends are this: One,
baby- booners are about to hit retirenent. W are not too far
away. That is going to be a huge bubble when that hits. But the
ot her thing, too, which is good news but it is going to be
conplicated, is that since 1970 the average |length a person lives
i ncreased by eight years. In 1970 it was about 70 and now it is

78. That is likely to continue. So, not only do we have a huge
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bubbl e that is about to hit, but we also have the fact that
people are going to live longer. And in fact that is a trend,
knock on wood, that will hopefully continue.

Wth that in mnd, there is this rubric that | am going
to describe which is called retirenent security, of which Soci al
Security is a critical part, but you need to understand that
these are interrelated pieces. This is a question that | asked
i n anot her survey toward the end of spring of this |ast year.
asked: In thinking about your retirement, what concerns you the
nost ?

Nunmber one was health care costs, 27 percent; 21
percent were concerned that they would get Social Security
benefits; 16 percent said dealing with their IRA' s and 401(k)
accounts; 14 percent said being able to afford prescription
drugs; and 11 percent were concerned that they wouldn't be able
toretire at all.

The key thing to understand is that when you are
| ooking at the issue of Social Security it is a rubric nmxed in
with a variety of other issues and they all interrelate. The
reason people are |l ooking for nore return in ternms of their
Social Security is because prescription drug costs are going up
or health care costs are going up and vice versa. The fact that

they are looking into Social Security nore perhaps than a year
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ago i s because obviously everybody's IRA's and 401(k)'s have
dropped as a result of the stock nmarket a bit.

Havi ng said that, there is a fundanental faith that
Americans do have in the econony here. But you need to
understand that these issues are all integrated and rel ated.

In looking at this last election, the top issue was
econony/jobs, 29 percent; defense/terrorismat 18 percent;
education was at 12 percent; health care/prescription drugs and
Social Security at 10 and 7 percent. Anobng those 65 and ol der,
Social Security was at 15 percent. But you can see, if you
conmbi ne health care and Social Security, which is the predom nant
conponent in ternms of seniors' concerns, that is on par basically
wi th defense/terrorismat this point. And again, obviously that
i ssue increases significantly for seniors.

The other element in ternms of |ooking at specifically
Soci al Security and this concept of -- sort of dealing with
another Tip ONeill statenent, "All politics is local" -- one of
the interesting decisions that was nade by this Wite House, and
| think you saw candi dates adopt it across the board, was this
concept that all politics is local. | asked the question: What
is nore inportant in how you decide howto vote, your candidate's
position on national issues or what they are going to bring hone
to their district? By a 52-42 margin, people were much nore

concerned in terns of national issues.
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O that group, those people voted Republican by a 54-41
margin. We won those by 13. Anobng those who said they were
focused at the local level, we | ost those 45-49. Part of that
was again, to sone degree, having President Bush out on the road,
hel pi ng define those issues at a national level. And | think we
saw that in broad terns also in terns of the Social Security
i ssue as wel | .

This is not a surprising nunber: 71 percent of people
said it was inportant to themin terns of a candidate's position
on Social Security. The concept sonehow that this was an
i ssuel ess el ection, which | think Denocrats clearly want to try
to define, is in fact not true. People understood these issues
and they were engaged in them And even on the issue of Soci al
Security, which they did think was going to be their honerun
i ssue, people cared about this issue and they were paying
attention to it. Anobng seniors, that nunber was 82 percent.

Getting specifically to the issue of being able to take
a portion of your Social Security noney and invest it in private
accounts, let's start off wwth what was referred to before. In
the 2000 election, in the VNS, Voter News Service, exit polls,

t he question was asked: Wuld you be willing to have sone noney
put in private accounts or do you want to keep the systemthe way

it is? Fifty-seven percent at that point said they were willing
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to put some noney into private accounts; 39 percent wanted to
keep the systemas it was.

Going forward fromthat, this is data from CNN USA
Today/ Gal lup, and let nme just read through it so you can hear it:
A proposal has been nmade that would all ow people to put a portion
of their Social Security payroll taxes into personal retirenent
accounts and that would be invested in private stocks and bonds.
Do you favor or oppose this proposal ?

You can see, back in June of 2000, it was favored 65 to
30. You see that obviously during the sumer there were sone
concerns that people had, and so you saw the margin drop all the
way down to 52-43. But, by Election Day, that margin increased
out to 57 percent saying they that favored it and 40 percent
opposing it.

A couple of things in terns of people's attitudes and
what they are |ooking for, and specifically dealing with the
stock market. People have a fundanmental belief that this econony
is going to work. | did a poll during the sumrer, and it was at
t he height of the worst nonents in ternms of the stock market. W
asked the question: Looking ahead over the next six nonths, do
you think the stock market will inprove, remain the sane, or
decl i ne?

Even at that point, in the mdst of what was going on,

51 percent thought is would inprove while only 18 percent thought
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it would decline. Looking out over the next 10 years, that
nunber junped to 75 percent thought it would inprove and 7
percent thought it would decline. So, there is a fundanental
confidence in the American econony.

Al so, when you | ook at focus groups, there is a
fundanmental belief that nost people have that they are better
abl e to nmanage their noney than the governnent is. One of the
tenets in terns of what is being proposed is based on that
fundanmental val ue that people really think that they will handle
their noney better. And they are confident in doing so, because
they ook at the rate of return and they realize they are not
getting at all what they could. Even putting it just sinply in a
Treasury bond they would be significantly better off.

So, even at the end of what would have to be two of the
wor st years that the stock market has seen, you find that 57
percent are still willing to favor a proposal that will allow
themto invest part of their Social Security in stocks and bonds.
In terms of the post-election survey we did | had a very simlar
nunber, and here were the two ways we phrased it: \Wich approach
do you prefer, a system where you have a choice as to where you
can invest part of your Social Security retirenment noney?
Fifty-seven percent said yes to that. O a systemwhere the

Federal Governnent holds all of your Social Security retirenent

ARTI Transcripts
(225) 389-0016 and wwwe.artitranscripts.com



noney? Thirty-seven percent said yes to that. Again, not
particularly dissimlar to what you see here with CNNV Gal | up

But the key thing in terns of |ooking to the future --
and this is just a dramatic contrast -- is |looking at this by
age. This is where the challenge and the opportunity is sort of
all rolled up into one. |If you |ook anongst 18- to 34-year-olds,
who really, when you ask the question, do they think it is going
to be there, they don't. But they favor being able to invest
part of their Social Security noney, 72 percent favor it and 24
percent oppose it. For 35- to 44-year-olds, 68 percent favor it
and 27 percent oppose it. For 45- to 54-year-olds, it is 65 to
32 percent. Those are just huge margins, just huge margins.

When you get into where people are really beginning to
face the prospect of having to rely on this noney, you see, for
55- to 64-year-olds, it is a nmuch slinrer margin of 49 to 42
percent. And for those people who are actually receiving checks,
it is 37 to 53 percent. Those people that are receiving checks
really don't want to hear, gee, we are going to change the
system because they hear that happening here in Washi ngton a
lot. And, basically, what that ends up neaning is they get
drilled in the process.

So, one of the key conmuni cations chall enges that exist
is maki ng sure that seniors understand in fact that they are not

going to be throwm out of this program They are going to get
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t he noney that they have been prom sed. That noney is going to
be there. That is a nessage, if you take a | ook at the plans
that are out there, that all those plans drive. But the problem
that you have is at this point seniors just don't believe it.
They are nervous about it. Washington is not necessarily a
culture that they trust particularly when they have to rely on
t hese dol | ars.

Having said that, if those two groups nove, or when
t hose two groups nove, this will be a 70 percent issue. And that
will create the critical mass by which you can then get this
t hrough both the House and the Senate and then onto the
President's desk. So, the comunications challenge here is how
do you convince those two voter groups, 55 to 64 and 65-pl us,
that in fact their Social Security and retirenent is not going to
be touched.

Thank you.

(Appl ause.)

MR. TANNER. Well, there you have it, good policy and
good politics.

(End of Panelist Presentations.)
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