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How Dependent Are Older Americans on
Entitlements?
By CATHERINE RAMPELL

President Obama’s proposal last week to essentially pay older Americans

their regular, annual cost-of-living increases in their Social Security checks —

even though the cost of living has fallen — has renewed debates on older

Americans’ dependence on entitlements.

So just how reliant are today’s elderly on government support?

As with all economic policies, it depends on the person. But as you might

expect, poor older Americans are generally much more dependent on federal

income assistance than wealthier people.

The pie charts below, taken from a new Congressional Research Service

report, shows the sources of income for people over 65. (These data include

income only, and not, as far as I can tell, in-kind government services

provided to the elderly, like health care.)

Watch how the lavender portion — which represents income from Social

Security — eats up an ever-larger part of the pie as we descend the income

ladder:
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Entitlements - not a good name for social security. People
have paid into social security and medicare for years.
People have died; and they never collected anything. Our
money has not been held safe. We’re owed because we and
our parents paid out to social security, many for years and
never collected.

— jasubee

It’s nice to see that some Seniors are getting some income
from Pensions, but those of us who are working can’t
count on Pensions as companies aren’t giving them
anymore.

One thing lost in the debate over Social Security is that the
Federal work force has also lost its pensions.

Beginning in 1984, all Federal Workers were no longer
covered by the old Civil Service Retirement System that
included a pension.

Instead, they are largely going to receive Social Security as
their major Federal post-retirement income (in addition
to whatever they have saved and matched in their Thrift
Savings Plan, kind of a 401K for Federal employees).

This means that any “fix” to Social Security will have to
take into account the millions of retired post-1984 Federal
Workers who paid into the system and expected to get a
reasonable check from Social Security.

Or, in simple terms, we are in a mess, and it really hasn’t
even been properly discussed yet!

— Bert Gold

As near as I can tell, they also don’t take into
consideration realized capital gains outside of pensions.

— Bob_in_MA

Entitlements is a true misnomer. As others pointed out,
the recipients paid taxes for these so-called “entitlements”
over many decades.

The reason for the flood of job seekers over 65 is the
collapse of the economy and the ensuing evaporation of
retirement wealth that we owe to the grandiose
miscalculations of short-term profit oriented investment
banks and institutional investors.

The situation will only improve once the housing market
has recovered. This will take another two years. Everyone
who dreams about retirement may have to keep working in
the meantime.

Read more about recovery here:
http://brainmindinst.blogspot.com/2008/09/subprime-
lending-truthiness-delusion-of.html

— Peter Melzer
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It appears that these charts are heavily skewed simply by
the fact that some people remain in the workforce full-
time beyond age 65, thereby raising the earnings portion
of their incomes. They are also not (generally) taking
pensions, so that portion is lower.

It would be more useful to see this data for ages 70 and
older. That would probably give a more accurate portrayal
of the retired population without the influence of so many
full-time workers.

— Alex

I am amazed at the myths I”m seeing perpetuated in these
comments. Many retired Americans have drawn out far
more than they paid in — even counting interest — and
have benefited from something that is very much an
“entitlement” and “income assistance.” That is even more
true of Medicare.

— Dave

And of course everybody has realized capital gains Bob.

At least they do in your neighborhood.

— Wonks Anonymous

From the report: 46% of individuals above age 65 have NO
asset income, 73% have asset income of less than $1054
(the median for the 54% with ANY asset income).

I repeat: SEVENTY-THREE PERCENT of American
seniors have annual income from assets in 2008 of less
than $1054.

— benamery21

Oh give up the you are entitled to Social Security benefits
because you paid in. The system was not designed for
people to be collecting for 40 years! Last time I checked,
Social Security pays out more than it takes in and it is
looking likely for people under 40 that it won’t even exist.

— Jen

Given the fact that many retirees receive payments that
more than total their contributions and the fact that they
paid a considerably lower percentage of their income into
the program than I have for the last 18 years of working, I
believe this is appropriately called an entitlement.

Or welfare.

Either way, I’m paying for the mistakes of seniors in not
watching their elected officials while they ran off with the
excess contributions in past years. While I probably won’t
receive a dime …

This just doesn’t sit well with me.

— Vivien
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“President Obama’s proposal last week to essentially pay
older Americans their regular, annual cost-of-living
increases in their Social Security checks — even though
the cost of living has fallen — has renewed debates on
older Americans’ dependence on entitlements.”

This sentence confused me. Are you saying that the $250
payment will directly compensate for the”lost” cost of
living adjustment that has been rolling in for the past,
maybe, decade? Two decades? Five years? Is it a one time
payment? Or a “raise” to our seniors?

And I am also somewhat offended, not confused, at the SS
program labeled as an “entitlement”. The right side of my
pay check is also quite offended, too. There’s a hole there
every week where a substantial portion of my earnings go
and never come back. Yet. I know where my 401k
contributions are going, and where they are. The SS
“earnings” may suddenly disappear, for all I know.

— Mike

I love the part about cost of living decreases. Notice how
the hyperlink takes you to an article that does NOT
explain what that means in real terms. Cost of food is
WAY UP. Cost of utilities is WAY UP. Cost of medical care
is WAY UP. Cars are less? How many people are buying
cars versus trying to pay food and utility bills? City center
rents are down from $2000 for a one bedroom to $1900?
TRUE cost of living is UP or stable and HIGH, not down.
I’ll bet Picasso paintings are going for a big discount these
days (forgot to figure that in).

— Misha

If you are using the term entitlement to meant those
entitled to something because they put money into Social
Security and Medicare whie they were ganfully employed,
then yes! those who did this are Entitled. Unfrotunately
most who paid into this plan and had 401ks and penion
plans weren’t aware that all those funds were being
mishandled….Nor di they understand that Social Security
funds they put in were being used for those older-and that
those younger would suposedly be putting money into the
“pot” for those of us who are just reaching the time when
we could draw upon the funds…or Medicare. But, guess
what? The pot is almost empty so guess who just may do
without? US!

— Rachida

Entitlements — sounds like the NY Times is trying to
frame the issue even before discussing it. That’s a
Republican word. Not a good word. We pay into it as said
before.

— Curt

Social Security is federal income assistance, because it is a
transfer of wealth from higher-paid workers to those who
are less well-paid, from the young to the old, from those
who die early to those who survive, etc. This will come as a
surprise to those Social Security recipients who are against
federal assistance of any kind. If they don’t believe in
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taking federal funds, however, they can always refuse their
checks once their ‘investment’ has been repaid.

— Another View

I seriously doubt that 49% - 23% of those over 65 in top
50% in income are holding down a job. (See figures #5
and 6.)

“Earnings” is ambigous. Is it “earnings” from wages or
“earnings” from passive income such as dividends?

“Asset income” is also not defined. Is it income from real
assets such as rental property or land contract sales of real
estate, or is it inchoate assets such as bonds and stocks? It
does not appear to mean ‘bonds, stocks etc ‘- not when the
top 25% are only getting 16% of their income from it. The
top 25% would, presumably, have a LOT more money than
that in bonds and stocks.

Please define the nature of the income sources. It lacks
clarity.

— AnnS

As the first post notes, it’s flatly wrong to call social
security “assistance.” That is money that belongs to
seniors because they have worked for it and paid into it. I
believe the author should correct it.

— Newyorkpaul

I wonder what qualifies as “other income”. Is it family
contributions, non-pension related annuities, alimony,
gambling winnings?

— Wendy

I agree with the comments about how Social Security is an
earned benefit, not a free ride, and that the word
Entitlement can sound like a put-down, like an attempt to
disparage the national pension program.

But my reason for commenting is to mention Ben
Bernanke’s talk in Boston on 10/23 that was later
broadcast on c-span. Only caught the very end so I’m not
sure about the context. But in the Q&A he spoke
specifically about the need for 401K reforms. I think he
said there is a need to establish guidelines to evaluate the
soundness of an individual’s retirement account, including
minimum’s to assure adequate funding. He also spoke
about the need to improve financial sophistication among
average Americans at the major points of interaction with
financial services (pay day loans, bank accounts,
mortgages etc).

Bernanke’s talk might be covered elsewhere but I wanted
to mention it because America needs to strengthen the
financial security of average Americans (as demonstrated
by those charts). I was glad to hear him talk about this and
I would like to hear more about how the Fed intends to
help improve the situation.

— MB
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This is an important story and well-written! There are
discussions of the young old-ages 65-85 and the old old–
ages 85 and up! Whatever the numbers I have heard or
seen that 89% of 80 year olds are women and that 80% of
80 year olds primary income is from Social Security.
Hoping some commentor can inform us and hoping more
articles on this are written. Rather than break it down on
entitlements perhaps a more accurate article and CRS
study would be for all sources of income for those in each
quartile–with absolute numbers of members–starting at
age 65 and up to age 90 or even 95!
This is very important subject and definitely qualifies as
news. Thanks Econmix!

— William R. Cumming

This is pretty poor analysis. Hign income people tend to
work well beyond 65. They have stimulating jobs. Lawyers,
doctors, editors, and professors. The real issue for them is
what do they rely on once they must stop working. Lower
income people on the other hand are often worn down by
hard physical work and must stop even before they want.
IThe shabby analysis compares apples and oranges.

Any high income person who has the pension potential
that the charts indicate they should is a fool if they do not
opt for minimum distributions and defer SS benefits until
70 so as to be able leave a pot of gold for their heirs while
having plenty to get along with. It seems like many of
them are in acute need of some good financial advice.

Last, what is this 65 cutoff It is likely the product of
someone caught in a timewarp. We now have to work until
66 to get full Social Security benefits and that will soon be
67. The model badly needs updating..

— Bill

Anyone who doesn’t think SS is an entitlement just doesn’t
understand the system. Social Security taxes are just that -
taxes - not pre-tax savings. There is no account out there
with your social security taxes in it, earning interest. It’s
just like your income taxes, but it’s called something else
so you don’t howl in protest that we have a regressive tax
that reduces the first $100K of income by 14%.
The government pays out a social security benefit because
it wants to keep elderly from abject poverty. They could
fund this via the income tax, but the wealthy would object,
because our income taxes are progressive and they would
pay the lion’s share.
By misunderstanding this system, low and middle income
folks are confused into thinking that they are buying into a
pension plan rather than paying a regressive tax. Don’t be
a sucker.

— Johnny L

Reading the comments here is just more prof of the lack of
in depth education that people in this country receive.

Social security is a contract between generations to
alleviate the issues of elder poverty, disabled workers,
widows without income, disabled children and more. It is
something a civilized society has no problem providing.
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In the past, the church, the extended family, the local
community provided assistance, but with the mobility and
migration from the industrialization of the U.S., the
effects of the Great Depression and the post WWII boom,
these long time social safety nets diminished.

Social Security and Medicare fill some of that gap by
having those currently employed pay for the support of
those who are retired and disabled.

Yes, there are funding problems. Yes, there is
mismanagement and fraud. Nothing like that ever
happens in the private business world, does it?

Every time you find a way to avoid paying tax on income
through pre-tax exemptions, you take funding away from
these programs. And though it nets you a few dollars, the
big beneficiaries are the employers who are saving
thousands of dollars that they are not having to contribute
as much money. Don’t believe that you will see those
funds in your paycheck. Your pay is set by market forces,
not how much money your employer saves.

The big take away here is that unless you can push the
button that terminates those without the funds to live after
retirement, be quiet. The next big financial disruption
could leave you just as vulnerable.

— R Matthew Songer

I have no problem with SS and medicare being called
entitlements. That’s what they are - sort of. I mean there’s
no account with your contributions just sitting around
earning interest/dividends waiting for you to draw from it.
Your eventual benefit is only loosely coorelated to what
you’ve paid in and the more income you’ve paid FICA tax
on the worse your rate of return is on your “investment.”
Take a look at the formula used to calculate benefits if you
need proof of that. I can’t even call SS an insurance policy
with a straight face as it doesn’t consider basic things such
as your sex (females live/collect 5 years longer) or
whether you’re married or have young children (to collect
widows/orphans benefits) in determining your rate. At the
same time, since congress can change the benefit formula,
eligibility age, or whatever pretty much at will, you could
certainly end up with less than you think you’re “entitled”
to so in that respect its not an entitlement.

— BG
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