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Social Security Reform:  Impact on Rural America

A Policy Brief of the National Center for Food and Agricultural Policy

By Karl G. King, Glenn L. Nelson and Jill Long Thompson

Modifications of Social Security to increase its solvency have major implications for rural communities.  Some policy options would be disproportionately harmful to rural communities while others would not.  The empirical results of a study conducted by the National Center for Food and Agricultural Policy are summarized in the table below.

The specific findings are:

1. Reducing Social Security benefits would cause rural communities to lose a larger portion of their income base than urban communities;

2. Raising the Social Security retirement age would cause rural communities to lose a larger portion of their income base than urban communities;

3. Raising the income level subject to the Social Security would have a smaller impact on the rural economic base than the urban economic base.

The table below shows a comparison of urban and rural elderly, incomes, and Social Security retirement benefits relative to income.   

	
	
	
	Rural
	

	
	Item, Including Base Year of the Analysis
	Metro-
	Micro-
	Country-
	U. S.

	
	
	politan
	politan
	side
	Total

	Context as of 2005
	
	
	
	

	
	Elderly Population Relative to Total Population, %
	11.8
	14.4
	16.0
	12.3

	
	Per Capita Personal Income, $
	36,235
	27,058
	24,891
	34,544

	
	Social Security Benefits Relative to Income, %
	3.24
	5.24
	5.95
	3.53

	
	
	
	
	
	

	Benefit Cuts or Increased Taxes Relative to Income, %
	
	
	
	

	
	Reduce Upper Tier of Soc. Sec. Benefits, 2034
	0.09
	0.11
	0.11
	0.10

	
	Increase the Retirement Age, 2034
	0.35
	0.50
	0.56
	0.37

	
	Increase the Share of Earnings Subject to Taxation
	
	
	
	

	
	    From 83 to 90 % of Earnings, 2034
	0.47
	0.30
	0.28
	0.45

	
	    No Cap, i.e., Tax 100% of Earnings, 2003
	1.29
	0.57
	0.45
	1.20
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Metropolitan:  Statistical area with at least one urbanized area of 50,000 or more inhabitants.

Micropolitan:  Statistical area with at least 10,000 but less than 50,000 population.

Countryside:  Statistical area with no urban cluster as large as 10,000 inhabitants.
Context

The rural population is disproportionately elderly, and therefore, a higher percentage rural Americans are eligible for Social Security .
  As of 2005, one of seven micropolitan residents was 65 or older; nearly one of six residents of the rural countryside was elderly; while a lesser one of 8.5 metropolitan residents was elderly.  

Rural residents have lower incomes per capita than urban dwellers.  As of 2005 per capita income in urban communities averaged 34 percent greater than that of micropolitan residents and 46 percent greater than the per capita income of those in the rural countryside.

Largely because of the disproportionate numbers of elderly and the lower incomes per person, rural communities are more dependent on Social Security than urban areas.  As of 2005 Social Security benefits relative to income were 1.6 times as important in micropolitan communities as compared to urban areas and 1.8 times as important in the rural countryside as in urban communities.
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