Rural Communities Rely on Social Security
Income Nearly TWICE as Much
as Non-Rural Communities

The mandatory benefit cuts included in the President’s Social Security privatization
proposal would hurt America’s rural communities more harshly than urban
communities.

As the nation engages in an historic debate about the future of Social Security in America, it is
vitally important that citizens and policymakers have the information they need to make
informed decisions. While a wealth of information is available on the impact that Social Security
and various reform proposals would have on many communities, surprisingly little data is
available on the unique role that Social Security plays in America’s rural communities.

For every county in each of the 50 states, the Institute for America’s Future analyzed Social
Security income and beneficiary data as well as other distinguishing characteristics from the
Social Security Administration, Congressional Budget Office, Bureau of Economic Analysis and
other sources. Counties were compared by their status or “non-metropolitan or rural” or “urban
or sub-urban” by definitions established by the Census Bureau.

The Institute for America’s Future finds that rural communities depend on income from Social
Security nearly twice as much as non-rural communities. In fact, Social Security plays a more
significant role in the overall income of rural counties than it does in non-rural counties in nearly
every state in the Union. Additionally, rural communities have a higher percentage of senior
citizens, residents who depend on Social Security’s disability insurance, and elderly women
receiving Social Security than non-rural communities.

The increased importance of Social Security income in rural communities is important to both
the individuals and families who depend on Social Security checks each month and the
businesses and local governments whose economic wellbeing is more reliant on the Social
Security guarantee as well.

As lawmakers who represent rural communities consider proposals to change Social Security,
their constituent’s disproportionate reliance on Social Security should be carefully considered.
Proposals such as the President’s plan for mandatory reductions in guaranteed Social Security
benefits and optional private investment accounts for nearly all American workers aged 55 and
younger are sure to have a significant impact on the lives of individuals, families and
communities throughout rural communities as America’s aging population grows.
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Rural Communities Rely on Social Security Income Nearly Twice as
Much as Non-Rural Communities

According to the National Association of Counties, there are 2,187 non-metropolitan or rural
counties in the 50 states, fully 71 percent of all counties in America.’ Total personal income in
these counties was fully $959,633,814 in 2003 (the most recent county-specific income data
available) according to the U.S. Bureau of Economic Analysis (BEA).” This includes individuals
of all ages at varied stages of their work lives. The BEA also reports that individuals with Social
Security income in these counties cumulatively received $76,835,427 in Social Security checks
in 2003 — or 8 percent of the total personal income to individuals in rural counties.® This
includes Social Security benefits for retirement, disability and survivorship.

America's Rural Communities
Rely on Social Security Income Nearly Twice
as Much as non-Rural Communities
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While non-rural communities in America depend on Social Security income as well, they do not
rely on that income nearly as much as counties considered non-metropolitan or rural. There are
879 non-rural counties in the states with a total personal income of $7,966,354,826 in 2003.*
Individuals in these communities received $377,540,374 in Social Security income in 2003, or
4.7 percent of the total personal income to individuals in these non-rural counties.®

Rural Communities in Each State Rely on Social
Security Income More than non-Rural Communities
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It is important to note that the total county income includes all individuals receiving income —
including those working at the peak of their earning history. This was necessary because Social
Security recipients include many children, surviving spouses and workers who become disabled
who are not seniors.

Rural Communities Have a Higher Percentage of Seniors

While the President has claimed that the mandatory Social Security benefit cuts included in his
plan will not affect current retirees, his plan does begin mandatory cuts for most workers aged
55 today, with cuts becoming more severe for younger workers.®

As the older population in America grows, the importance of Social Security to rural
communities will surely increase as well. According to the Census Bureau, the older population
in America is expected to double between 2001 and 2050.” A careful examination of the
characteristics of rural communities today is important to assess the impact of the President’s
plan on rural America.

Rural Americans tend to be older and more likely to depend on Social Security. More than 90
percent of counties in America with high senior populations (20 percent or more) are rural
counties.® In 2001, 20 percent of rural Americans were 60 years old or older, significantly
higher than the 15 percent of seniors living in metropolitan communities.®

Counties with High Senior Populations
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13 percent of rural seniors live in poverty, whereas only 9 percent of seniors in metropolitan
communities are poor.'® And poverty increases as seniors age — with fully one fifth of rural
seniors over age 85 living in poverty.*

Social Security is crucial to the economic independence of seniors who have worked hard and
paid taxes all of their life. Cuts to Social Security benefits would swell the ranks of the rural poor
to levels not seen since the great depression. A dramatic reduction in the economic wellbeing
of future rural seniors will have a devastating impact on rural American communities,
governments and businesses. Already, local rural governments are struggling to meet the
needs of an older population — the President’s Social Security plan would force these
governments to either renege on their commitment to their seniors or dramatically increase
taxes to support those who can no longer afford to make ends meet because of lost income.
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Snapshot: Social Security and Rural America

8,186,895 rural Americans receive Social Security checks
each month

5,449,945 receive retirement benefits

1,470,075 receive disability insurance benefits
1,266,875 receive survivors insurance benefits
3,231,235 women over age 65 receive Social Security benefits

8 percent of rural America’s income comes from Social
Security benefits

More Senior Women Receive Social Security Checks in Rural
Communities

New details about the President’s plan reveal mandatory benefit cuts of at least 35 percent for
the spouses and children of workers who retire or who have become disabled or who die. If a
deceased worker chose a private account that underperformed on the stock market — that
worker’s surviving spouse could actually be left with even deeper cuts to her guaranteed Social
Security benefit.*? A surviving spouse could even inherit debt instead of a nest egg. These
cuts break a promise made by President Bush to hold these vulnerable Americans harmless in
his plan to privatize Social Security and cut guaranteed benefits.*®

As a group, senior women in rural communities find it harder to make ends meet than most
other Americans and likely could not afford the President’s planned benefit cuts. 15 percent of
rural women over age 60 are poor compared to 11 percent of men, and 80 percent of rural
seniors over aged 85 with incomes of less than $10,000 are women.**

3,231,235 women over age 65 receive Social Security benefits in rural communities, or 7.9
percent of the 40,777,394 total population in those communities.*® This compares to 6.3
percent of the population in non-rural areas who are senior women.*®
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More People with Disabilities Receive Social Security in Rural
Communities

Work in rural communities can be very dangerous, making Social Security’s disability insurance
protections vital — more than 20 percent of those in rural areas have a disability.*’

In rural communities, a total of 1,470,075 individuals receive Social Security disability insurance
benefits, 3.6 percent of all beneficiaries.*® This compares to 2.4 percent of beneficiaries in non-
rural areas who receive Social Security disability insurance benefits.*® As rural communities
struggle to provide healthcare services to those who need them, cuts to these disability benefits
would only exacerbate problems.

Unfortunately, advisors to the President have recently said that cuts to disability benefits are
being considered as a part of his Social Security plan. This reverses the President’s stated
position that disability benefits are not a part of his plan to change Social Security.

By nearly every measure, Social Security has a larger impact on the livelihoods of individuals,
families and communities in rural America than non-rural America. The President’s proposal to
change Social Security includes mandatory benefit reductions for nearly all American workers
and optional private accounts.

The Institute for America’s future and the Center for Economic and Policy Research estimate
that for the typical American worker, the President’s proposal would result in a lifetime benefit
reduction of over $214,000,%° even after average gains to a private account are considered.
This dramatic reduction would undoubtedly impact the quality of life for rural communities and
states creating a new generation of very low income seniors and vulnerable citizens. In addition
to causing hardship for individuals, these benefit reductions would also place unprecedented
new demands on already stretched state and local government budgets — squeezing out funds
for other top priorities or forcing higher taxes.

Because rural communities rely on Social Security income nearly twice as much as non-rural
communities, have a higher percentage of senior citizens, and have more senior women and
people with disabilities receiving Social Security — the impact of the President’s Social Security
benefit cuts would be particularly hard hitting for rural America.
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