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number of high-income households.® Figure 7 shows the location of the high-income
households. Table 8 and Figure 8 present the increased tax burden relative to income.

The two approaches differ in two important respects: a) the proportion of earnings which
would be added to the Social Security tax base and b) the year in which consequences were
assessed. The following discussion integrates the findings from the two approaches.

In contrast to the other policy options, rural communities would fare much better than urban
places if the ceiling on taxable earnings were to be raised. The analysis which assumed all
earnings would be taxed found that taxes as a percent of personal income would increase in
micropolitan and rural countryside communities by only 0.44 and 0.35 times respectively
the increase in metropolitan areas. The approach focused on raising the taxable base to 90
percent of earnings found that taxes as a percent of personal income would increase in
micropolitan and rural countryside communities by 0.64 and 0.60 times respectively the
increase in metropolitan areas. Many things could account for the differences. This study
hypothesizes that the very high earnings that would be taxed in the first approach, but not in
the second, are more disproportionately earned in urban communities than the earnings in
the 83-90 percent portion of the earnings distribution. The point to be emphasized is that
both approaches estimated rural communities would find the increased tax to be a
substantially smaller proportion of total income than would occur in metropolitan
communities; the former would likely be 0.4-0.6 of the latter.

The rural communities experiencing the smallest increases in taxes relative to income would
tend to be in the Great Plains or in the South. This pattern is apparent in the results for both
analytic approaches. Within this overall pattern the two approaches produce somewhat
different results, as illustrated by the following examples. Mississippi rural communities are
among those with the smallest increases in the analysis focused on 2003 while rural
communities in neighboring Louisiana are among those with the smallest increases in the
projections for 2034. Rural communities in Nebraska and Kansas, that is, the middle Great
Plains, are more prominent among those with small increases in the 2003 analysis while
rural communities in North Dakota and South Dakota, that is, the northern Great Plains, are
more prominent in the 2034 analysis. We suggest the analyses provide a strong foundation
for concluding rural communities in the Great Plains and the South would likely be among
the communities with the smallest increases in taxes relative to income. However, the
reader should be cautious about concluding which portions of the rural Great Plains and
rural South would be least affected.

The urban places with the largest increases in taxes relative to income would tend to be in
the large metropolitan complexes oriented around New York; Washington, D.C.; Chicago;
San Diego; Los Angeles; and San Francisco. Both analytic approaches yielded this result. Not
surprisingly, the approaches also produced differences that are potential topics for follow-up
analysis. For example, communities in Ohio tended to be among those with the largest
increases in taxes relative to income in the 2003 analysis, but this was not especially the
case in the 2034 analysis. For an example in the reverse direction, Florida communities
tended to be among those with the largest increases in taxes relative to income in the 2034

6 Woods & Poole. (2005) Complete U.S. Database on CD-ROM. 1794 Columbia Road, NW,
Suite 4, Washington, DC 20009-2808.
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projections but quite typical of the national average in the 2003 analysis. As suggested in
the case of rural communities and regions, the analysis provides a strong basis for
concluding the communities with the largest increases in taxes relative to income would
tend to be in large metropolitan complexes. However, exceptions to this general pattern
would occur, and these exceptions are not necessarily revealed by this analysis.

Policy Option: An Example of a Synthesis that is Geographically Neutral

Many policy proposals include elements of two or more of the options presented above. The
resulting consequences for communities can be roughly estimated by computing the
weighted average of the component parts of the proposal. For example, assume policy
makers want to know the consequences of reducing the Social Security deficit by an amount
equal to one percent of personal income as of 2034. In addition, assume the burdens of the
proposal would be distributed as follows: 1/2 to increasing the share of earnings taxed, 1/3
to an increase in the full retirement age, and 1/6 to a reduction of benefits for beneficiaries
with higher benefits. Using the information in Tables 4, 5 and 8 for the nation (using
unrounded estimates in the underlying source tables) and prorating to achieve the desired
proportions, we produce the estimates in Table 9.

Table 9. An Example of a Geographically Neutral Synthesis, Showing the
Impacts of Three Policy Provisions Relative to Income in 2034, percent
Rural
Metro- Micro- Country- U.S.
Policy Provision politan politan side Total
Increase the Share of Earnings Subject to 0.52 0.34 0.32 0.50
Taxation
Increase the Full Retirement Age 0.31 0.45 0.50 0.33
Reduce the Upper Tier of Benefits 0.17 0.20 0.19 0.17
Total Impact of All Three Provisions 1.00 0.99 1.00 1.00

If this modification of Social Security policy were to be adopted, this study estimates rural
and urban communities would, on average, have virtually identical proportions of their
incomes devoted to the policy change. That is, communities across the rural-urban spectrum
would experience, on average, the same proportion of the cost, relative to their income,
required to achieve the national benefit of a more sustainable national economy. The
benefits of a more sustainable national economy would likely be similarly widespread.”

7 The detailed results for this policy option are available on the NCFAP web site at
www.ncfap.org/SocialSecurity/WebResources/Table9 GeogNeutralSynthesis 2034.pdf and
www.ncfap.org/SocialSecurity/WebResources/Figure9 GeogNeutralSynthesis 2034.pdf.
While the option is, on average, neutral over the rural-urban spectrum, many regions of the
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Additional Information

A five-page policy brief summarizing the national results is available on the web site of the
National Center for Food and Agricultural Policy (NCFAP) at
http://www.ncfap.org/SocialSecurity/PolicyBrief.pdf. It is also available by request to the
National Center at telephone number 202-328-5048 and address 1616 P Street, N.W.,
Suite 100, Washington, DC 20036.

This report is available on the web site of the National Center for Food and Agricultural Policy
(NCFAP), at http://www.ncfap.org/SocialSecurity/FullReport.pdf. It is also available by
request to the National Center at telephone number 202-328-5048 and address 1616 P
Street, N.W., Suite 100, Washington, DC 20036.

The most detailed information is available in multiple files on the Internet at
http://www.ncfap.org/SocialSecurity/WebResources/. One file contains a detailed
description of the methodology. Other files contain tables with estimates for all counties of
the U.S. comparable in scope to the subject matter presented for states in the full report. A
map of U.S. counties, analogous to those in this report, is available for the geographically
neutral option.

Appendix: Summary of Analytic Methods and Sources

The U.S. Social Security Administration web site (http://www.ssa.gov) was the source of
historical information on beneficiaries and benefits. The study made particularly intensive
use of the following portions of the site: OASDI Beneficiaries by State and County; Earnings
and Employment Data for Workers Covered Under Social Security and Medicare, by State
and County; Annual Report of the Trustees; Single-Year Tables consistent with the Annual
Report of the Trustees; and Annual Statistical Supplement. SSA projections were sometimes
the source of national benchmarks for projections for states and counties.

The U.S. Bureau of the Census web site (http://www.census.gov) was the source of historical
information on population and of national benchmark projections of population.

The U.S. Bureau of Economic Analysis web site (http://www.bea.gov) was the source of
historical information on personal income.

The U.S. Congressional Budget Office web site (http://www.cbo.gov) was the source for
background material on policy options, benchmark projections of national macroeconomic
variables, and estimates of the consequences of specific options for Social Security policy.
The link to “Social Security Analyses” on the CBO home page leads the way to many useful
sources. CBO national benchmarks were used in this study in the analyses of i) increasing

country would experience consequences differing from the national average. For example,
New Jersey (all urban), rural New Hampshire, and rural Washington would have impacts
greater than the national average. For another example, urban Colorado and rural Louisiana
would have impacts significantly less than the national average. The variation is less
correlated with the rural-urban spectrum for the synthesis option than for single options. In
addition, the variation around the national average is smaller for the synthesis option than
for single options.
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the share of earnings subject to the Social Security from 83 to 90 percent and ii) reducing
the upper tier of Social Security benefits.

Projections of demographic and economic variables by county by Woods & Poole® were
frequently used in this study in constructing county and state estimates. In a few cases, the
projections were used without adjustment. In most cases, the distribution by county in the
Woods & Poole projection was used to allocate a national benchmark from another source,
commonly SSA, Census, BEA or CBO, to all U.S. counties. This procedure produced internally
consistent estimates that i) incorporated the results of complex federal analyses with
respect to likely consequences of policy changes as well as incorporating federal
demographic and economic projections and ii) reflected the insights of Woods & Poole with
respect to likely shifts in the geographic distribution of people and economic activity. The
coming retirement of the baby boom population is an important example of why carefully
constructed projections of the future are likely superior to simple extrapolations of
superficial trends.

A detailed description of methods and sources is available on the web site of the National
Center for Food and Agricultural Policy at
http://www.ncfap.org/SocialSecurity/WebResources/Methods&References.pdf.

8 Woods & Poole. (2005) Complete U.S. Database on CD-ROM. 1794 Columbia Road, NW,
Suite 4, Washington, DC 20009-2808.





