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Pensions and Future Change 

l Additional pre-funded pensions clwr- 
aging J3,OOO annualI) 

l Pre-funded benefits fully funded usill; 
the entry-age normal method. 

The results are startling. 47.4, million 
pensioners would receive a11 aggregate oi 
$2S4 billion annually, half from Social 
s ecurity and half from pre-funded 
sources. The work force would consist 
of 83.9 million people, about the same 
as now, but the ratio of retired to actives 
would be 56%. 

The pre-funded annual normal cost 
would he C22 billion, while the earn:ngs 
of the pension funds woulcl produce the 
additional $120 billion required to pa! 
the total pre-funded pensions of $1.42 
billion. 

Pension assets would amount to about 
$2 trillion! Currently, all the stocks nnd 
bonds listed on the New York Stock Ex- 
change are ,worth only about 3/4 of a 
trillion dollars. Total marketable securi- 
ties are worth something like $1.5 tril- 
lion. The total “financial assets” of the 
United States, accorclingr to the Federal 
Reserve System, amounted to $3.8 tril- 
lion in 1963, but not all of these assets 
are pertinent. 

The current contributions and taxes 
for this combined system of Social Secu- 
rity and pre-funded pensions, after funcl- 
ing the latter, would equal about 24,% 
of total individual earnings, including 
both regular payrolls and the earnings of 
the self-employed. If all the benefits were 
paid by Social Security, then the per- 
centage would be 41%. 

The annual transfer of sums amount- 
ing to 41% of the earnings of all indi- 
viduals would require a strong economy, 
regardless of the medium of transfer. 
Increased productivity would be needed 
to preserve livinprr standards, and increas- 
ed productivity means technolo+d 
growth suflicient to overcome environ- 
mental problems, including resource de- 
pletion. High employment levels would 
be desirable to help provide financing of 
benefits, to avoid the burden of main- 
taining a large unemployed group, and 
to cover the largest possible segment of 
the population. Boom-and-bust cycles 
and persistent inflation, if not properly 
anticipated, would interfere with the 
healthy development of pensions. 

The demogrraphic conditions envisag- 
ed in our example should lead to greatet 

economic stability, since the higher pre- 
clictability of the demand for goods and 
services would reduce the over-optimism 
and the over-pessimism of entrepreneurs. 
Money no longer would be required fol 
demographic investments. The fluctua- 
tions in the size of the work force due 
to earlier fluctuations in birth rates 
~voulcl clisappear. It would take at least 70 
years, however, to obtain the full bene- 
fits of demographic stability, and it 
might take much longer. 

The larger Lhe aggregate pension pay- 
ments, the greater would be the feedhack 
10 t.he economic system in the form of 
stabilized purchasing power. Adequate, 
assurtd pensions would convert our aged 
population into potent consumers. 

The existence of two breadwinners in 
the typical family of the future would 
also contribute to economic stabilily. The 
temporary loss of one joh would certain- 
ly reduce purchasin,rr power, but unem- 
ployment insurance added to Ihe full 
earnings of the working spouse would 
maintain the economic viability of the 
family unit. The family’s spending would 
constitute a fairly high proportion of its 
prior level. 

Pension grrowth of the kind contem- 
plated in our example almost surely 
would mean the complete dominance of 
Lhe investment markets by pension funds. 
Alternate forms of saving mi&t be dras- 
tically reduced because 01 a lack of in- 
vestment opportunities and because of 
reduced individual incentives to save. 

The pension investor’s emphasis 011 
equities might cause corporate long-term 
frnancin,rr to shift mainly to stocks; if 
so: the resulting avoidance of fixed com- 
mitments should strengthen both incli- 
vidual corporations and the economic 
system. As common stock leverage be- 
came reduced, the earnings of corpc)ra- 
lions would not fluctuate proportionately 
nearly so much as they have in the past. 
UnprofiLable years and bankruptcies 
would be at rates equal to a small frac- 
tion of the rates experienced so far. With 
virtually all stocks and bonds in pension 
portfolios, the advantages of stock lever- 
age ultimately would disappear. Corpo- 
rate tax laws might need to he changed 
to accommodale the new conditions. 

If these exlrapolalions of current 
trends should prove correct, then our 
futllrc economy should be conducive to 
the growth of pensions. The greater stn- 
bility of aggregate purchasing power and 
of corporate structures should strengthen 

the economy ~encrally, relieve inflatior - 
ary pressures, and help maintain h 

b employment levels. Productivity s 
would be the key to the maintenance of 
adequate standards of living. 

When we look at this hypothetical fu- 
ture of ours, we see that pre-funding of 
pensions can be the means for transfer- 
ring a large share of the wealth of a 
country to its workers and retirees. If 
you doubt it, compare the assets of some 
existing, well-funded pension and profit- 
sharing plans with the net worths and 
total assets of the sponsoring corpora- 
tions. 

Tax laws are mainly responsible fol 
channelings money into pension funds. 
Income taxes reduce the capabilities of 
individuals and other taxed entities to 
accumulate wealth, thus encouraging, if 
not mnndaling, the development of pen- 
sion funds. Inheritance taxes force the 
partial liquidation of individual estates, 
freeing assets for purchase by pension 
funds. The assets of the latter, however, 
are passed inlact from generation to :;en- 
eration automatically as retirees die and 
new employees are hired. E 

ROOK REVIEW 

Counting the People 

Henry S. Shryock, Jucol) S. Siegel, antl otlws. 
The Me/hods crnd Mnrerials o/ Denmgrnphy, 
pp. 959, llureau of the Census. 

This two-volume publication offers a sys- 
tematic and comprehensive exposition, 
with illustrations, of the methods cur- 
rently used by technicians and research 
workers in dealing with demographic 
data. They are intended to serve as texts 
for courses in demographic methods and 
as references for professional workers 
who use population data. 

The volumes deal with the sources, 
limitations, underlying definitions, and 
bases of classification of demographic 
data, as well as with techniques and me- 
thods that have been developed for sum- 
marizing and analyzing them. Topics 
covered include formal demography and 
the study of many social and economic 
characteristics of the population. 

A full review of this work will be Dub- 
1 

lished in an early number ol the Tm 
nctions. 

Copies of the two-volume set are avail- 
able for $7 (paper) from the Superin- 
tendent of Documents, U.S. Government 
Printing O&e, Washington, D.C. 20402. 


