Social Security not key to solve poverty
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Living off Social Security alone, the financial website Motley Fool warns, “your income would be barely above the poverty level.” Georgetown University retirement policy expert Angela Antonelli agrees, telling CNBC the average Social Security benefit “doesn’t put you much above the poverty level.” That’s a widely held view, and seemingly buttresses progressive calls to expand Social Security across the board.
And yet, the data tell a very different story.
The average Social Security retirement benefit for Americans retiring in 2021 was $1,754 per month. The federal poverty threshold for a single individual aged 65 and over in 2021 was $12,996, or $1,083 per month. So the average Social Security benefit for a new retiree was actually 1.6 times the federal poverty line. Not “barely above poverty,” in my view.
But there’s more. About two-thirds of seniors live with a spouse, partner, or other household member. Therefore, the more relevant poverty threshold is for two people over age 65, which for 2021 the Census Bureau pegged at $15,569 annually, or $1,305 per month.
A couple retiring in 2021 who both collected the average monthly Social Security benefit of $1,754 would receive a total annual benefit of $42,096, bringing them to 2.6 times the federal poverty threshold before counting even a penny of their own retirement savings.
Contrary to popular claims, the average Social Security benefit takes a retiree well above the poverty line.
So why are some retirees still living in poverty? Officially, about 9.0 percent of seniors had incomes below the poverty threshold in 2020, based upon household survey data. Census Bureau research, relying on more accurate Internal Revenue Service data, finds elderly poverty rates in the region of seven percent. But why are even 7 percent of seniors living in poverty if the average Social Security benefit is between 1.6 and 2.5 times the poverty threshold?
The answer is that seniors most in danger of poverty receive much lower Social Security benefits. To start, Social Security requires 10 years of contributions to qualify for benefits. As a result, about one-in-20 seniors don’t even receive Social Security, and these non-beneficiaries are disproportionately poor. Moreover, even after qualifying there is no minimum Social Security benefit. Yes, Social Security is progressive, replacing up to 90 percent of pre-retirement earnings for the poorest seniors. But if you were in poverty before retirement, you may end up poor after retirement as well. Nearly one quarter of new retirees last year collected a benefit of less than $1,000 per month.
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