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WOMEN OF COLOR AND SOCIAL SECURITY

Women of color have a profound stake in Social Security and any proposed changes. The
debate over the future of Social Security has not focused on or adequately taken into account 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. Consequently, women of color would be
disproportionately hurt by privatizing Social Security, which would involve deep cuts in
guaranteed benefits and weaken the many other protections Social Security provides.

Women of color rely more heavily on Social Security for their retirement income
than do white women. Women of all races and ethnic backgrounds are heavily reliant on
Social Security in retirement, but Social Security is particularly central to the retirement
security of women of color. Research from the Social Security Administration shows that
for over 80% of nonmarried ¢lderly African American and Hispanic women, Social
Security provides half or more of their income in retirement, and for nearly six in ten, it
represents 90% or more of their retirement income. By comparison, Social Security
provides more than half of retirement income for 76% of nonmarried elderly white
women, and for 43% the program provides 90% or more of retirement income.” A similar
disparity exists with married couples: nearly one in three (31%) African American
married couples and nearly four in ten (39%) Hispanic married couples rely on Social
Security for 90% or more of their income in retirement, compared to only one in five
(20%) white married couples.” Privatization would require deep cuts in the guaranteed
Social Security benefits on which women of color disproportionately rely, even for those
who choose not to participate in private accounts.”

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. People of
color are about twice as likely as whites to be receiving Social Security based on the
disability or death of a worker, not the retirement of a worker. Nearly half (46%) of all
African American beneficiaries, and about half (51%) of all other people of color
receiving Social Security, receive benefits based on the disability or death of a worker,
compared to only about one-fourth (27%) of white beneficiaries.” 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 children ofien survive deceased husbands. While African American women
make up about 10% of all adult female Social Security beneficiaries,” African American
women constitute 18% of female disabled worker beneficiaries.® Social Security’s
benefits for children are also especially important to the African American community.
Whereas 7% of all Social Security beneficiaries are children, 18% 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.'® I¥ith private
accounts, if @ worker’s career is cut short by early disability or death, private accounts
will be too small to provide anything close to the years of monthly benefits payable by
Social Security — assuming the family even has access to the funds in the account.

Women of color are long-lived, so Social Security’s guaranteed, lifetime, inflation-
protected benefits are especially important. Social Security’s provision of guaranteed,
inflation-adjusted benefits that do not depend on the ups and downs of the market and
cannot be outlived is particularly important to women of color because of their relatively
long life expectancies. African American women have approximately 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 19 more
years, two years longer than white men and four years longer than black men."" At age
65, Hispanic women can expect to live to age 88, three years longer than either white
women or Hispanic men." Private accounts cannot match the value or security of Social
Security.”

Life Expectancy by Race, Ethnicity and Gender, 2003

ALL RACES at birth at age 20 at age 65
women 80 81 85
men 75 76 82
WHITE
women 81 81 85
men 75 76 82
BLACK
women 76 77 84
men 69 71 80
HISPANIC
women 83 NA 88
men 75 NA 85

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

Women of color generally have lower lifetime earnings that are ameliorated by
Social Security’s progressive benefit formula. 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.” 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 about 58% of pre-retirement carnings for low
earners, compared to 43% for average carners and 36% for workers with the highest
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earnings.’® Social Security spousal benefits — available to spouses, divorced spouses,
widows, and divorced widows — boost the benefits of many women and also help to
counteract the effects of lower lifetime earnings. With private accounts, those who have
more to contribute and more luck as investors end up with more.

Diverting revenue from Social Security to fund private accounts, as the plan outlined by the
President would do, would require trillions in additional government borrowing and deep cuts in
Social Security’s guaranteed benefits — even for those who choose not to participate in private
accounts. These cuts grow deeper each year such that, even including the proceeds of their
private accounts, today’s kindergarteners can expect to receive only 55%, or only about half, of
the retirement benefits provided under the current system."”

Those who sign up for a private account would see their Social Security benefits cut a second
time because they would be required to repay Social Security every dollar in payroll taxes that
was “borrowed” from Social Security and diverted into their accounts — plus interest — in the
form of further-reduced Social Security benefits. According to the nonpartisan Congressional
Research Service, the combination of both benefit cuts over time will eventually wipe out and
replace guaranteed Social Security benefits, beginning with those who are born next year.™

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, and because women of color
disproportionately rely on the disability and survivor benefits Social Security provides, women
of color and their families would face a significantly increased risk of poverty at all stages of life
if Social Security were privatized.
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