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LasT APRIL 11, PRESIDENT NIXON OUTLINED HIS PENSION PROGRAM
IN A MESSAGE HE SENT TO CONGRESS. IT IS A FOUR-POINT PROGRAM. HERE

ARE THE ESSENTIALS OF THE FOUR POINTS:

1. EmMPLOYEES WHO WISH TO SAVE INDEPENDENTLY FOR THEIR

RETIREMENT OR TO SUPPLEMENT EMPLOYER-FINANCED PENSIONS

SHOULD BE ALLOWED TO DEDUCT ON THEIR INCOME TAX RETURNS

TobpAYy oNLY 30 MILLION EMPLOYEES ARE COVERED BY

pros——
S

PRIVATE RETIREMENT PLANS. NOW I CONSIDER THIS FACT --
THAT ABOUT HALF OF THE PRIVATE WORKFORCE HAS SUCH
COVERAGE -- TO BE A SIGNIFICANT ACHIEVEMENT AND NOT AT
ALL A SHORTCOMING. NEVERTHELESS, THE NON-COVERED AND
INDEPENDENTLY COVERED WORKERS SHOULD BE ENCOURAGED TO
BUILD UP GREATER SAVINGS FOR RETIREMENT.

UNDER PRESENT LAW, BOTH THE CONTRIBUTIONS WHICH AN
EMPLOYER MAKES TO A QUALIFIED PRIVATE RETIREMENT PLAN ON
BEHALF OF HIS EMPLOYEES AND THE INVESTMENT EARNINGS ON
THOSE CONTRIBUTIONS ARE GENERALLY NOT SUBJECT TO TAXES
UNTIL THEY ARE PAID TO THE EMPLOYEE OR TO HIS BENEFICIARIES.
THE TAX LIABILITY ON INVESTMENT EARNINGS IS ALSO DEFERRED
WHEN AN EMPLOYEE CONTRIBUTES TO A GROUP PLAN, THOUGH IN

(MORE)
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THIS CASE THE CONTRIBUTION ITSELF IS TAXABLE. BUT WHEN AN EMPLOYEE
SAVES INDEPENDENTLY FOR HIS OWN RETIREMENT, BOTH HIS CONTRIBUTION
AND THE INVESTMENT EARNINGS ON SUCH SAVINGS ARE CURRENTLY SUBJECT
TO TAXES.

THIS INEQUITY DISCOURAGES INDIVIDUAL SELF-RELIANCE AND
SLOWS THE GROWTH OF PRIVATE RETIREMENT SAVINGS. [T PLACES AN UNFAIR
BURDEN ON THOSE EMPLOYEES (ESPECIALLY OLDER WORKERS) WHO WANT TO
ESTABLISH A PENSION PLAN OR AUGMENT AN EMPLOYER-FINANCED PLAN,
To PROVIDE SUCH PERSONS WITH THE SAME OPPORTUNITIES NOW AVAILABLE
TO OTHERS, THE ADMINISTRATION BILL WOULD MAKE CONTRIBUTIONS TO
RETIREMENT PROGRAMS BY INDIVIDUALS DEDUCTIBLE UP TO THE LEVEL OF
$1,500 PER VEAR OR 20% oF INCOME, WHICHEVER IS LESS. INDIVIDUALS

WOULD RETAIN THE POWER TO CONTROL THE INVESTMENT OF THESE FUNDS-;V

CHANNELING THEM INTO BANK ACCOUNTS, MUTUAL FUNDS, ANNUITY OR

INSURANCE PROGRAMS, GOVERNMENT BONDS, OR INTO OTHER INVESTMENTS.
THIS PROVISION WOULD BE ESPECIALLY HELPFUL TO OLDER WORKERS
WHO ARE MOST INTERESTED IN RETIREMENT. THE LIMITATION ON DEDUCTIONS
WOULD DIRECT BENEFITS PRIMARILY TO EMPLOYEES WITH LOW AND MODERATE
INCOMES, WHILE PRESERVING AN INCENTIVE TO ESTABLISH EMPLOYER-
FINANCED PLANS. THE LIMIT IS NEVERTHELESS SUFFICIENTLY HIGH TO
PERMIT OLDER EMPLOYEES TO FINANCE A SUBSTANTIAL RETIREMENT INCOME.
FOR EXAMPLE, A PERSON WHOSE PLAN BEGINS AT AGE 40, WITH
CONTRIBUTIONS OF $1,500 A YEAR, COULD STILL RETIRE AT AGE 65 WITH
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AN ANNUAL PENSION oF $7,500 IN ADDITION TO SOCIAL SECURITY
BENEFITS.

THIS PROPOSED DEDUCTION WOULD BE AVAILABLE TO THOSE ALREADY
COVERED BY EMPLOYER-FINANCED PLANS, BUT IN THIS CASE THE UPPER
LIMIT oF $1,500 wouLD BE REDUCED TO REFLECT PENSION PLAN
CONTRIBUTIONS MADE BY THE EMPLOYER. AN APPROPRIATE ADJUSTMENT
WOULD ALSO BE MADE IN THE CASE OF INDIVIDUALS WHO DO NOT CONTRIBUTE

TO THE SOCIAL SECURITY SYSTEM OR THE RAILROAD RETIREMENT SYSTEM.

2. SELF-EMPLOYED PERSONS WHO INVEST IN PENSION PLANS FOR

DEDUCTION THAN THEY NOW RECEIVE.

UNDER PRESENT LAW, SELF-EMPLOYED PERSONS MAY ESTABLISH PENSION
PLANS COVERING THEMSELVES AND THEIR EMPLOYEES. HOWEVER, DEDUCTIBLE
CONTRIBUTIONS ARE LIMITED ANNUALLY To $2,500 or 10% OF EARNED
INCOME, WHICHEVER IS LESS. THERE ARE NO SUCH LIMITS TO CONTRIBUTIONS
MADE BY CORPORATIONS IN BEHALF OF THEIR EMPLOYEES.

THIS DISTINCTION IN TREATMENT IS NOT BASED ON ANY DIFFERENCE
IN REALITY, SINCE SELF-EMPLOYED PERSONS AND CORPORATE EMPLOYEES
OFTEN ENGAGE IN SUBSTANTIALLY THE SAME ECONOMIC ACTIVITIES. ONE
RESULT OF THIS DISTINCTION HAS BEEN TO CREATE AN ARTIFICIAL
INCENTIVE FOR THE SELF-EMPLOYED TO INCORPORATE; ANOTHER RESULT HAS
BEEN TO DENY BENEFITS TO THE EMPLOYEES OF THOSE SELF-EMPLOYED
PERSONS WHO DO NOT WISH TO INCORPORATE WHICH ARE COMPARABLE TO
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THOSE OF CORPORATE EMPLOYEES.
To ACHIEVE GREATER EQUITY, THE ADMINISTRATION BILL WOULD
RAISE THE ANNUAL LIMIT FOR DEDUCTIBLE CONTRIBUTIONS BY THE

SELF-EMPLOYED To $7,500 oR 15% OF INCOME, WHICHEVER IS LESS.

THIS PROVISION WOULD ENCOURAGE AND ENABLE THE SELF-EMPLOYED T0
PROVIDE MORE ADEQUATE BENEFITS FOR THEMSELVES AND FOR THEIR
WORKERS.

3., A MINIMUM STANDARD SHOULD BE ESTABLISHED FOR THE VESTING

OF PENSIONS.

INADEQUATE VESTING IN PENSION PLANS IS PERHAPS THE MOST
SERIOUS PROBLEM IN OUR PRIVATE PENSION SYSTEM. CONCEPTUALLY, VESTING
MEANS THAT THE BENEFIT RIGHTS ACCRUED BY A PLAN PARTICIPANT WILL NOT
BE FORFEITED, EVEN IF HE CHANGES JOBS OR STOPS WORKING BEFORE
NORMAL RETIREMENT AGE. WHEN 10, 15, or 20 YEARS OF ACCRUED PENSION
CREDITS SUDDENLY GO DOWN THE DRAIN BECAUSE OF A LAYOFF, ILLNESS OR

\

OPPORTUNITY FOR A BETTER JOB, IT IS NO CONSOLATION TO BE TOLD THAT

YOU HAVE LOST NOTHING BECAUSE YOU NEVER GAINED A LEGAL RIGHT TO A

PENSION. THE PLAIN FACT TODAY IS THAT, FOR THE VAST MAJORITY OF
PLAN PARTICIPANTS, PENSION EXPECTATIONS ARE BUILT UP BY GOING TO
WORK DAY IN AND DAY OUT, AND NOT BY HIRING A LAWYER AND MAYBE ALSO
AN ACTUARY TO ADVISE YOU FROM TIME TO TIME ABOUT YOUR STATUS UNDER
THE PLAN’S PROVISIONS,

MORE THAN TWO-THIRDS OF ALL PRIVATE PENSION PLAN PARTICIPANTS
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