STRENGTHEN SOCIAL SECURITY

~don't cut it.

Social Security Works for Latino Americans

Our Social Security system is neutral with regard to race and ethnicity, but because Latino Americans
tend to have lower earnings over the course of their working years and little access to employer
sponsored retirement plans, Social Security is particularly important to them. Even as our economy has
improved, income inequality has been a critical issue in the Latino community. For many Latino
Americans, the realities of a lifetime of low wages amounts to little or no savings for retirement.
Therefore, Latino Americans disproportionally depend on Social Security to earn vital but modest
retirement, disability, and survivors’ protections for themselves and their families. Social Security should
not only be protected for Latino Americans; it should be expanded.

Why Social Security is Important to Latino Americans

In 2012, 2.4 million Latino American households received Social Security benefits?, including 3.2 million
Latino seniors.2 The median benefit received by Latino Americans age 65 and older in 2012 was
$13,1993—just $2,029 over the federal poverty limit for an individual.* Despite their modesty, these
benefits are critical to the economic security of the Latino Americans who receive them. In 2012, Social
Security made up half or more of the income of 73.8 percent of Latino Americans age 65 or older.® In the
same year Social Security also lifted 999,000 Latinos aged 65 and older out of poverty.® Without these
benefits the poverty rate among Latino American seniors in 2012 would have risen from 21 percent to
52 percent.” In addition to its critical anti-poverty protections, Social Security has other features:

e Social Security’s benefits replace a higher percentage of the incomes of lower earners. Although
Latino Americans have seen a rise in median income, there has been a persistent racial income
gap. In 2013, the median income of Latino Americans was 68 percent of the median income of
white Americans ($39,005 compared to $57,009).8 Because of their lower earnings, Social
Security’s progressive benefit formula is especially important for Latino Americans.

e |n addition to their lower lifetime wages, Latino Americans are less likely to own a home, which
is a critical element of retirement security for households. In 2015, only 46.7 percent of Latino
Americans owned a home in comparison to 72.2 percent of Whites.? Consequently many older
Latino Americans lean on their younger family members for support in retirement which can
prevent younger generations accumulating savings of their own. Social Security’s benefits are
vital for older Latino Americans who want to remain independent in retirement.

e Latino Americans are also impacted by the costs of caregiving—21 percent of Latino Americans
are caregivers.'? Latino Americans also spend more time (31.2 hours) each week caring for a
loved one than other caregivers. Caregiving can have adverse effects on Latino American’s
lifetime earnings—approximately 6 in 10 caregivers report at least one change in their



employment situation (such as reduced hours or taking a leave of absence) due to caregiving.!
Social Security’s progressive benefits are vital to Latino Americans who provide unpaid care.
Over the course of their working years, Latino Americans’ lower earnings leave them less able to
set aside savings for retirement. As a result, Social Security’s benefits, although modest, are the
most critical, if not the only, source of income for Latino Americans in retirement. In 2012, Social
Security benefits represented 90 percent or more of the incomes of over half (52.6 percent) of
Latino Americans aged 65 and older.

Social Security disability and benefits are critical for Latino Americans, who have higher
incidences of disability disproportionally depend on Social Security. In 2013, 1.2 million Latino
Americans received disability benefits.!® Of those receiving these benefits 64 percent of them
depended on them for at least 75 percent of their income. *

To Improve Social Security for Latino Americans, Expand Benefits

Although Social Security benefits are vital to the Latino Americans who receive them, they are still too
modest, and should be expanded. Fortunately, there are a number of policy options that would improve
Social Security benefits for all Americans, including Latino Americans:

Increase benefits across the board. Although Social Security benefits have substantially reduced
poverty among elderly Latino Americans, these benefits are still too modest. There are a variety
of proposals that would increase monthly benefits for all Americans progressively.'®> Low-income
beneficiaries, especially Latino Americans, would benefit most from such expansions.

Increase Social Security’s special minimum benefit. The so-called special minimum benefit was
designed to prevent workers with many years of low earnings from retiring into poverty.
However, the value of the special minimum benefit The Social Security Administration estimates
that raising the minimum benefit to 125 percent of the monthly poverty level would increase
the benefits of approximately 17 percent of African American beneficiaries ages 60 and older in
2030.%¢

Ensure that benefits keep pace with the cost of living experienced by Social Security beneficiaries.
Because Latino Americans depend on Social Security for a majority of their income and are more
likely to become disabled, they especially rely upon Social Security’s cost-of-living adjustments.
However, the current index used to calculate these adjustments does not accurately reflect the
higher health care costs experienced by seniors and people with disabilities.!” A more accurate
cost-of-living index would ensure that Latino American’s Social Security benefits do not erode
over time.

Provide a caregiver credit. Because Latino Americans make up a sizeable percentage of the
nation’s caregivers, their Social Security benefits are impacted by time spent out of the
workforce to provide care to children and other family members. A caregiver credit would
ensure that, even when Latino Americans and other workers forgo wages to provide unpaid
care, their Social Security benefits will not be drastically reduced.®

Expand Social Security to include paid family leave. Social Security was created to empower
workers to insure themselves and their families against predictable, long-term periods of lost
wages—retirement, disability, or the death of a working parent. However, many workers also
experience temporary periods out of the workforce due to family caregiving duties and personal
medical conditions. The expansion of Social Security to include family leave benefits would



ensure that workers, do not face economic insecurity during these temporary periods without
wages.?

e Fliminate the cap on payroll contributions and incorporate investment income. Only 2.6 percent
of working Latino Americans have annual incomes over Social Security’s cap of $118,500,%°
meaning that a majority of Latino Americans make Social Security contributions on all of their
earnings, all year long, compared to millionaires and billionaires, who contribute on only part of
their earnings and stop contributing earlier in the year. Eliminating the payroll cap and
incorporating unearned income would not only close Social Security’s long-range shortfall and
help to finance benefit expansions;? it would make contributions to the system more equitable
for Latino Americans.
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