Strong Social Security program is key to poverty reduction
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Why Is Social Security So Essential? Social Security is a nearly universal program that protects covered workers from the “vicissitudes of life”14 and the damage these events—disability or death of a worker, or the worker’s retirement—can have on a household’s income. The social insurance structure—by which all covered workers contribute to the program to pool their risks against these income losses, and earn a level of financial protection from them—was a foundational program element and remains so today. As an insurance program, the triggering event for benefit payments is the retirement, disability, or death of the worker. Unlike the Supplemental Security Income program (SSI), which flowed from the original federal grants to the states that were established at the same time the Social Security program was enacted, payment of benefits is not means-tested and benefit payments are not connected to the poverty threshold. Nonetheless, partly due to meager SSI benefit levels and low income and asset tests to receive SSI benefits, Social Security has become the predominant source of income for low-income households and a critical anti-poverty program. The program’s social insurance role moves far beyond the area of retirement, and provides critical disability insurance and life insurance to covered workers and their survivors. Almost all older Americans benefit from Social Security. Nearly nine out of ten people age 65 and older were receiving a Social Security benefit in June 2022.15 According to a Congressional Research Service (CRS) analysis, more than half of Americans age 65 and older had no pension income in their household in 2017.16 It is therefore not surprising that Social Security is the largest single source of income for most older adults. As seen in Figure 2, Social Security is the largest portion of income for 60 percent of households age 65 and older. However, Social Security is particularly critical for individuals in the bottom-fifth of the income distribution, for whom Social Security provides about 83 percent of their income, and for whom pensions comprise only 4 percent of annual income. Figure 2 also shows that higher-income households have earnings that comprise as much as 33 percent of their household income, meaning these households still have active workers contributing to their financial security in old age.17
 [table omitted]
 Social Security has greatly reduced poverty among older Americans. Though official poverty measures did not exist in 1935, when Social Security was enacted, it is estimated that prior to Social Security, 50 percent of older Americans lived in poverty,18 compared to 10.3 percent in 2021.19 The average Social Security benefit was just over $20,000 per year in December 2022,20 when the poverty threshold for a single-person household was $13,590.21 Further, unlike many other sources of income, Social Security benefits are inflation-protected to maintain their purchasing power for beneficiaries. Social Security is more than just a retirement program. Beyond replacing income during retirement, Social Security also provides a financial lifeline for widows or widowers and children, who on top of losing a loved one, may have also lost a major contributor to their household’s income. As of December 2022, 8.9 percent of Social Security beneficiaries were survivors.22 Social Security is also a critical resource for those who are unable to continue working due to a severe disability. In December 2022, 13.4 percent of Social Security beneficiaries were receiving disability benefits (see Figure 3).23 
[table omitted] 
What Would Beneficiaries Do Without Social Security? With so many people dependent on Social Security benefits—accessing a program that many of them have been paying into for decades—it is important to give serious consideration to how benefit reductions would affect them. One approach is to evaluate what the poverty rate among the elderly would be if Social Security benefits were not paid. The Center on Budget and Policy Priorities conducted a study that showed 37.8 percent of older adults would have incomes that fall below the official poverty line if they did not receive Social Security benefits.24 In the absence of Social Security, certainly some individuals may seek alternative forms of income. Those retirees who are physically and mentally able may attempt to re-enter the workforce, if they can find an employer willing to hire them. Some beneficiaries, whether disabled or over age 65, may qualify for Supplemental Security Income (SSI) benefits if their income and resources fall low enough to meet the eligibility thresholds.25 In the longer run, some might find alternative ways to make ends meet, such as living with their adult children (if they have any).
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