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much greater than the value of their accumulated taxes. However,
he did not spell out the other conditions required in order for this to
oceur. Specifically, it is not clear whether he imputed interest to the
accumulated taxes, or whether he discounted the prospective benefit
stream.’

Friedman was referring to the type of analysis presented by Colin
Campbell and others and based on current legislation.® Campbell took
the scheduled tax and benefit structure as given and demonstrated that
the value of taxes paid in the name of young workers, plus imputed
interest at 4 percent, would be much greater upon retirement than
the value at that time of scheduled benefits. However, his analysis did
not allow for income growth and the likely corresponding increase in
both taxes and benefits. Although both are expected to increase, this
failure to allow for growth biases the estimate in favor of the “raw
deal” argument since the benefits which a worker can expect grow for
a longer period than the taxes he pays.

Perhaps baffled by the diversity of opinion on how individuals are
faring under the system, one Congressman recently asked social secu-
rity officials how he should answer his constituents on this issue:

I would like an answer to the basic question that concerns
the young person coming under the social security system as to
whether this is a sound financial investment or whether he is
being taken—whether he could invest his money elsewhere
more wisely.”

The Social Security Administration responded with estimates by its
Chief Actuary, Robert J. Myers, and included a critique of the bad-
buy-for-the-young thesis such as that set down by Campbell.® It was
stated that this argument is not true even if one makes the unrealistic
assumption that present benefit schedules will remain unchanged.’
Even 1f they were fixed, the Administration argfued, social security is
a good buy under present law for the young worker in terms of the tax
which he himself will be asked to pay; on the assumption of a 334-
percent interest rate, this was estimated to be only 80 to 85 percent
of the value of the prospective benefits. Even earners paying the
present and proposed maximum tax were said to come out about even.

The findings of Campbell and others were indicted on two addi-
tional counts: (1) Failure to take into account the value of the sur-
vivor and disability insurance protection, and (2) the usual assumption
that the employer tax belongs to, and in the absence of social security,
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