Social Security stabilizes the economy from shocks
Quinby Et Al. 21’ – Laura D, a senior research economist. Robert Siliciano, a research economist. Gal Wettstein, a senior research economist. “DOES SOCIAL SECURITY SERVE AS AN ECONOMIC STABILIZER?”, Center for Retirement Research at Boston College, , 07-01-2021
Conceptually, the stable nature of Social Security benefits insulates recipients from macroeconomic conditions on a personal level. Workers whose income and employment depends on the local job market may reduce their spending in response to negative shocks, lowering demand for goods and services in a given county. However, retirees have no such fluctuations in their OASI benefits and may maintain local spending regardless of economic conditions. At a macro-finance level, the Social Security OASI program smooths national income by providing stable spending with cyclical borrowing. The payroll tax financing implicitly borrows from expansions to spend more in recessions at a national level, and borrows from counties in a relative boom to spend in counties in a relative bust. 
This study shows evidence that a county’s share of Social Security income is associated with a relatively smaller relationship between the macroeconomic fluctuations in a given county and the remainder of its state. Furthermore, in industries where demand is local – such as retail, healthcare, and entertainment – employment and earnings were similarly stabilized by a higher share of Social Security benefits in total county income. This stabilization was statistically indistinguishable between the Great Recession, when the employment margin was fewer firings, and the surrounding expansions, when the employment margin was hiring.
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