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EXPANDING THE POSSIBILITIES

WOMEN OF COLOR AND SOCIAL SECURITY

Women of color have a special stake in Social Security reform. The debate over the future of
Social Security reform has not fully analyzed the unique circumstances of women of color.'
With their low lifetime earnings and long life spans on average, African American and Hispanic
women benefit greatly from Social Security’s progressive benefit formula and lifelong, inflation-
adjusted benefits. They also draw disproportionately on Social Security’s benefits for disabled
workers and for the families of workers who become disabled or die prematurely.

Women of color rely more heavily on Social Security for their retirement income
than do whites of either sex or men of color. Research from the Social Security
Administration shows that for over 80% of nonmarried elderly African American and
Hispanic women, Social Security provides over half of their income in retirement, and for
over half, it represents 90% or more of their retirement income. By comparison, Social
Security provides more than half of retirement income for 73% of nonmarried elderly
white women, and for 40% the program provides 90% or more of retirement income.
Nonmarried elderly African American and Hispanic women are also more reliant on
Social Security than nonmarried African American and Hispanic men, respectively,
though the disparity is somewhat greater among African Americans than among
Hispanics. A similar disparity exists with married couples: one in five African American
married couples and over one in four Hispanic married couples rely on Social Security
for all of their income in retirement, compared to only one in ten white married couples.”

Women of color are long-lived, so Social Security’s lifetime, inflation-protected
benefits are especially important. Social Security’s promise of inflation-adjusted
benefits that cannot be outlived is particularly important to women of color because of
their relatively long life expectancies. (In contrast, African American men have shorter
life expectancies at birth than whites and Hispanics of both genders and African
American women, although they still gain substantial benefits from the program.”)
African American women have the same life expectancy at birth and at age 20 (the age
by which many people have entered the labor force) as do white men. At age 65, African
American women can expect to live 17 more years, one year longer than white men. At
age 65, Hispanic women can expect to live to age 87, longer than either white women or
men.? (See table below for life expectancy data.)



Life Expectancy by Race, Ethnicity and Gender, 1999

ALL RACES at birth at age 20 at age 65
women 79 80 84
men 74 75 81
WHITE
women 80 81 84
men 75 76 81
BLACK
women 75 76 82
men 68 70 79
HISPANIC
women 83 NA 87
men 75 NA 84

NA = not available
Sources: National Center for Health Statistics and U.S. Census Bureau®

Women of color generally have low lifetime earnings that are ameliorated by Social
Security’s progressive benefit formula. Social Security is specifically designed to
boost the retirement income of low earners by utilizing a progressive benefit formula that
replaces a higher percentage of the pre-retirement income of low earners than high
earners. The system replaces 54% of the average lifetime earnings for low-wage
workers, compared to 25% for workers with the highest earnings.® Women of color tend
to be in lower-paying occupations, such as service and manufacturing jobs, and have
considerably lower earnings than whites of either sex or men of color.” The median
weekly earnings of African American women working full-time is $451; for Hispanic
women, it is $385. These figures represent 65% and 56% of the earnings of white men,
respectively, and 87% and 74% of the earnings of white women, respectively. ®
Moreover, African American women’s median weekly earnings are just 87% of African
American men’s, and Hispanic women’s earnings are just 88% of Hispanic men’s.”

Especially for women of color and their families, Social Security is more than just a
retirement program: its disability and survivor benefits provide comprehensive
family insurance in the event of premature death or disability of a worker. About
one in five African American and Hispanic beneficiaries are under the age of 55,
indicating that they receive benefits other than retirement benefits, compared to only one
in ten whites.'® African American women in particular rely disproportionately on these
non-retirement aspects of the program because they have a higher rate of disability than
whites of either sex,'' and they and their families often survive deceased husbands.
While African Americans make up 9% of all female beneficiaries,'* African American
women constitute 18% of female disabled worker beneficiaries.”> Social Security’s
children’s benefits are also especially important to the African American community.
Whereas 7% of all Social Security beneficiaries are children, 15% of African American
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beneficiaries are children."* In fact, African American children are almost four times
more likely to be lifted out of poverty by Social Security than are white children."

Privatizing Social Security would require deep cuts in all types of Social Security benefits,
even for those who choose not to participate in private accounts. Diverting revenue from
Social Security to fund private accounts, as the plans proposed by President Bush’s Social
Security Commission would do, takes trillions of dollars out of the Social Security program and
thus would require deep cuts in Social Security’s guaranteed benefits. The plan advanced by the
Commission that relies least on transfers of general revenue to finance the high cost of
transitioning to a system of private accounts would cut Social Security benefits for future retirees
by over 45%.'® Because Social Security makes up a larger percentage of the retirement income
of women of color than it does for white women or men of color, these cuts would have a
disproportionate effect on them. Moreover, women of color and other low earners are especially
unlikely to be able to make up for these cuts through their private accounts.

e Private accounts, especially small ones, are unlikely to make up for cuts in retirement
benefits. In contrast to the progressivity built in to Social Security, the size of a private
account depends on the amount a worker has to contribute, the return on investments, and
administrative costs. The low lifetime earnings of women of color would translate into
meager accounts upon retirement. Based on their median annual earnings, with a plan
diverting two percentage points of payroll taxes into private accounts African American
women would be able to invest about $398 per year, and Hispanic women would be able to
invest about $296 per year'’ — hardly enough to build a large nest egg, especially when
management fees are deducted. For example, the Social Security Administration’s Office of
the Actuary estimates that a lifetime low-earner—who still earns more than the median
Hispanic woman worker—could expect to accumulate about $57,000 by retirement in an
account created by investing two percent of earnings.'® Such an amount, stretched over an
additional 17 or 22 years (for the average African American or Hispanic woman,
respectively), is unlikely to make up for the cuts in Social Security benefits required by
privatization for such an earner. In fact, Social Security Administration actuaries estimate
that in 2075 the combination of Social Security benefits and private account proceeds will be
between 10 and 35 percent less than the benefits promised under current law.'"” And women
who retire when the stock market is down or who earn less than average returns on their
investments would fare even worse.

e Private accounts, especially small ones, would be insufficient to make up for cuts in
disability and survivor benefits. The formulas for calculating retirement, disability and
survivor benefits are tightly integrated with one another, making it virtually impossible to
change one without affecting the others.”® As a result, despite promises by various members
of President Bush’s Social Security Commission that their plans would protect disability and
survivor benefits from benefit cuts, the reduction in retirement benefits required by the
Commission’s plans means a similar reduction in disability and survivor benefits, as the
Commission’s final report acknowledges.”' Privatization is especially harmful in the event
of death or disability at a young age, because there is little time to accumulate much in the
private account, providing little protection to that worker’s family. A study by the National
Urban League, for example, found that a typical African American man dying in his thirties
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would only have enough in his private account to cover less than two percent of the
survivor’s benefits now provided by Social Security to his widow and children.”” Because of
African American women’s lower average earnings, they would accumulate even less in such
an account.

Improving retirement security for women of color can best be accomplished by adding
to, not privatizing, Social Security. Social Security benefits have reduced poverty among
elderly women of color by about 50%,> but disproportionate numbers of women of color are
still poor. In 2000, 26% of older African American women, 20% of older Hispanic, and 11%
of older white women lived in poverty, as compared to 17% of older African American men,
18% of older Hispanic men, and 7% of older white men.** Social Security benefits can and
should be improved to reduce poverty further. For example, improving Social Security’s
minimum benefit could provide women of color and other low-wage earners with substantial
work records a Social Security retirement benefit that would keep them above the poverty
level. And because the majority of older African American, Hispanic, and white women who
live in poverty are widows,” they would gain from making improvements to the widow’s
benefit.*® Outside of Social Security, improvements to Supplemental Security Income, the
program funded by general revenues that provides a safety net for poor elderly, blind and
disabled people, would increase retirement security for elderly women of color and others
with very limited work histories.”” Finally, women of color need greater access to pensions
and savings in addition to, not as a substitute for, a secure, lifetime stream of income from
Social Security.

Strengthening Social Security is feasible, if privatization schemes do not divert trillions of
dollars into private accounts and we make it a priority. The long-term cost of the tax cut
passed last year is more than twice as large as the long-term shortfall in Social Security, and
its benefits go overwhelmingly to the wealthiest 5% of taxpayers,*® and the largest 2% of
estates.” Postponing the parts of the tax cut that have yet to take effect and that benefit only
the wealthiest taxpayers would enable us to increase economic security for women of color
and other vulnerable populations.
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