STRENGTHEN SOCIAL SECURITY

~.don't cut it.

Key Facts About Social Security

Social Security Did not Cause the Federal Deficit and It is not in Crisis

e Social Security has not contributed a penny to the deficit. In fact, it had a $2.6 trillion
surplus in 2010, which is projected to grow to $4.2 trillion by 2025."

e Social Security cannot borrow or go into debt. Its benefits must be paid only from its
dedicated revenue, which is primarily from contributions paid by employers and workers.?

e Social Security can pay all benefits in full through 2036. After then it can pay 78% of benefits
decreasing to 75% in 2084 and beyond.3

e The real causes of the nation’s recent huge deficits have been President Bush’s tax cuts in
2001 and 2003, the economic downturn, the costs of the Iraqg and Afghanistan wars, the
economic stimulus and recovery spending and the Wall Street bank bailout.”

e Long-range the major deficit challenge is rapidly rising health care costs:
e Medicare and Medicaid costs are projected to grow from about 5.3% to 17.2% of GDP

from 2009 to 2080, according to the Congressional Budget Office.’
e Social Security costs are projected to grow only from 4.8% to 6.1% of GDP by 2035, and
then decline to roughly 5.9% of GDP in 2050 and remain there through 2084.°

e Claims that Social Security could not pay its bills in 2010 were false. Social Security was
projected to have a $76.7 billion surplus in 2010 due to income from the taxation of
benefits and interest earnings from the investment of its accumulated surplus.” It is true
that Social Security outlays exceed tax revenues for 2010 and 2011 — something that has
occurred 15 times since 1956 and is neither unusual, nor noteworthy.8

e Social Security’s administrative expenses are less than one cent (0.9%) of every dollar in
benefits paid.’

Solving Social Security’s Long-Term Funding Shortfall Without Benefit Cuts

e Social Security is fully affordable. Its projected deficit after 2036 is just 0.7% of GDP, about
the same size as extending the Bush tax cuts for the top two percent of the wealthiest
Americans.'°

e Whether Social Security’s projected deficit should be eliminated through benefit cuts, tax
increases, or some combination of the two, is a political, not an economic question.

e Reinstating the estate tax at its 2009 level of 3.5% and dedicating the revenues to Social
Security would eliminate over one-quarter (26%) of the projected shortfall. This is roughly
the same financial impact of raising the retirement age to 70, which would eliminate 31% of
the projected shortfall.™*

e By scrapping the payroll tax cap and subjecting all wages above $106,800 to the payroll tax,
Social Security would be in surplus after 2036, when the shortfall begins.*?
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Raising the Retirement Age is a Substantial and Unwarranted Benefit Cut

Social Security’s full retirement age has been gradually increasing from age 65 to age 67.%
This two-year increase is a 13% cut in benefits, no matter what age a worker retires,
according to the Social Security Administration.™*

An increase in the retirement age would disproportionately harm workers in the lower half
of the earnings distribution who have experienced much smaller gains in life expectancy, if
any at all. Lower-income men have seen a gain of only 1.1 years since 1982 (as the
retirement age increased by one year), and lower-income women have seen life expectancy
decline in the same period.™

Working longer is not a choice for many of the 8.5 million Americans in physically
demanding jobs. Nearly half (45%) of workers aged 58 and older are in physically
demanding jobs or difficult working conditions.*®

Because of age discrimination, it is much harder for older workers to find a new job after
they have been laid off. The U.S. Equal Employment Opportunity Commission reported that
there was a nearly 30% increase in age discrimination charges from 2007 to 2008." One
study found that 35 year-old female workers are 40 percent more likely to receive a job
interview than 62-year-old female workers with identical résumés, suggesting that age
discrimination remains a significant obstacle for older workers in general, and for older
women seeking employment in particular.'®

Social Security Works for Americans of All Ages and Backgrounds

156 million working Americans contribute to Social Security who will receive promised
benefits for themselves and their families, in the event of disability, death or old age.™
Social Security benefits totaled more than $675 billion in 2009,%° an amount equivalent to
4.7% of the nation's annual GDP (the total value of all goods and services produces).21
About 1 out of 4 households — 53.9 million beneficiaries — receive Social Security benefits.?
Social Security is not just for retirees — almost 1 out of 3 beneficiaries receive disability or
survivor benefits.”®

Social Security is the nation’s largest and, despite its modest benefits, most generous
disability program, without which more than half of disabled workers would have incomes
below the poverty line.*

Social Security is the nation’s largest and most generous children’s program. About 6.8
million children (9% of all children under age 19) depend on Social Security, including 3.3
million dependent children who directly receive benefits and 3.5 million children who live in
households where another family member receives Social Security.25

Women are 56% of adult Social Security beneficiaries.?®

More than 4 out of 10 veterans (43%) rely on Social Security, or 9.2 million of the nation’s
24 million veterans.”’

Social Security Benefits Are too Modest and too Vital to Cut
e The average Social Security benefit is about $13,000 a year and $14,000 for retirees.?®
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e Almost two out of three seniors rely on Social Security for half or more of their income.
More than one out of three seniors relies on Social Security for 90% or more of their
income.”

e Social Security lifts 20 million Americans out of poverty.*

e Without Social Security, the rate of poverty among the elderly would increase from 1 out of
10 (9.6%) to more than 4 out of 10 (45%).*"

e Social Security effectively replaces about 39% of the wages of a median-wage earner
retiring at age 65. This replacement rate is slated to drop to just 32% over the next two
decades.*

e Social Security has increased from 30% of the average American seniors’ income in 1962 to
37% in 2008—a nearly 25% jump.>

Social Security is Especially Important to Minorities

e Social Security provides nearly three-quarters (72%) of the income of African American
households with beneficiaries aged 65 and older, on average. Social Security is 100% of the
total income for 4 out of 10 (39.5%) of these African American elderly households.>*

e 3 outof 10 (31%) of all African American beneficiaries receive Social Security disability
benefits; for white beneficiaries it is about half of that percentage (15%).>”

e Social Security provides three-quarters (75%) of the total income of Latino households with
beneficiaries aged 65 and older, on average. Social Security is 100 percent of the income for
more than 4 out of 10 (44%) of these Latino elderly households.3®

e Without Social Security, the elderly Latino poverty rate would increase from 1 out of 5
(19%) to one-half (50%).
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