WHo NEVER RECEIVES SOCIAL SECURITY BENEFITS?
by Kevin Whitman, Gayle L. Reznik, and Dave Shoffner*

We estimate that about 4 percent of individuals aged 62—84 in 2010 will never receive Social Security benefits.
This article describes the prevalence, demographic characteristics, and economic well-being of this group. The
never-beneficiary population generally has lower education levels and higher proportions of women, Hispanics,
immigrants, the never-married, and widows than the beneficiary population. Never-beneficiaries have a far
higher poverty rate (about 44 percent) than current and future beneficiaries (about 4 percent). Ninety-five
percent of never-beneficiaries are individuals whose earnings histories are insufficient to qualify for benefits.
Late-arriving immigrants and infrequent workers comprise the vast majority of these insufficient earners.
Late-arriving immigrants have a poverty rate of about 43 percent, and are particularly reliant on income from
household coresidents. Infrequent workers have a poverty rate of about 57 percent, and are particularly reliant

on Supplemental Security Income.

Summary

Social Security is often perceived as a universal
program for the aged because of its wide reach. As of
2010, 85.6 percent of persons aged 65 or older were
receiving income from Social Security, far surpass-
ing the percentage receiving income from any other
source.! However, some aged individuals never receive
Social Security Old-Age, Survivors, and Disability
Insurance (OASDI) benefits. This article examines the
prevalence, demographic characteristics, and eco-
nomic well-being of these never-beneficiaries.

Few studies have specifically addressed never-bene-
ficiaries, but the characteristics of this group are worth
examining, particularly for policymakers and theorists
concerned with the overall well-being of the aged.
Proposals to reduce elderly poverty through a Social
Security minimum benefit or other options targeting
low-earning Social Security beneficiaries may be less
effective than anticipated if never-beneficiaries remain
ineligible for Social Security and beyond the reach of
these initiatives.

We analyze never-beneficiaries using projections
from the Modeling Income in the Near Term (MINT)
microsimulation model, focusing on individuals

aged 62 to 84 in 2010.2 One advantage of the MINT
model is that it includes projections of beneficiary
status after 2010, and allows us to project whether
individuals aged 62 to 84 in 2010 will remain nonben-
eficiaries for the rest of their lives. The major findings,
briefly summarized here, are discussed in detail below:

* About 4 percent of the aged population never
receives Social Security benefits. These never-
beneficiaries include higher proportions of women,
Hispanics, immigrants, the never-married, and the
widowed than the beneficiary population; never-
beneficiaries are also comparatively less educated.

» The never-beneficiary poverty rate is 44.3 percent,
far higher than the 3.7 percent poverty rate among
beneficiaries.

* Almost 95 percent of never-beneficiaries have
insufficient work histories to gain Social Security
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SSI Supplemental Security Income
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coverage. Within this group we identify three mutu-
ally exclusive categories: late-arriving immigrants
(55.1 percent), infrequent workers (34.7 percent),
and noncovered workers, of whom most are state
and local government employees (4.7 percent).

» The high poverty rate among never-beneficiaries is
driven by late-arriving immigrants and infrequent
workers, who have poverty rates of 43.2 percent and
57.2 percent, respectively. Noncovered workers have
a poverty rate of 8.6 percent.

* As indicated by their high poverty rate, late-arriv-
ing immigrants and infrequent workers have little
income from non—Social Security sources. Infre-
quent workers are more likely to receive Supple-
mental Security Income (SSI) than other groups,
while late-arriving immigrants are more reliant on
coresident income.

Never-Beneficiary Demographic and
Poverty Characteristics

Nearly 4 percent of the population aged 62—84 in
2010—about 1.6 million people—is projected to never
receive Social Security benefits, as shown in Table 1.}
The rest of the aged population is projected either

to receive Social Security benefits in 2010 (current
beneficiaries) or at some later point (future beneficia-
ries). Aged future beneficiaries do not receive Social
Security benefits in 2010 because they either are not
yet eligible for benefits, are eligible but have not yet
claimed benefits, or have had their claimed benefits
withheld because their earnings exceed the earnings-
test exempt amount.

Table 2 shows the sex, race, marital status, immi-
gration status, and education level of never-benefi-
ciaries compared with all others aged 62—84 in 2010.

Table 1.

Number and percentage distribution of
individuals aged 62-84 in 2010, by beneficiary
category

Percentage

Beneficiary category Number distribution
Current beneficiaries 36,451,241 85.9
Future beneficiaries 4,405,826 10.4
Never-beneficiaries 1,581,556 3.7
Total 42,438,623 100.0

SOURCE: Authors' calculations using Social Security
Administration's MINT model.

Never-beneficiaries are more likely to be women,
Hispanic, never-married, widowed, immigrants, and
less educated than other aged persons in 2010. It is
particularly notable that two-thirds of never-beneficia-
ries are women, two-thirds are immigrants, and nearly
half have less than a high-school education.

Given that Social Security benefits are a critical fac-
tor in reducing elderly poverty, it is worth examining
the implications of never receiving benefits on aged
economic well-being.* Over half of never-beneficiaries
are either poor or “near poor” (that is, with income
between 100 percent and 200 percent of the poverty
threshold), compared with about one-sixth of cur-
rent and future beneficiaries (Chart 1). However, the
incidence of poverty varies among categories of never-
beneficiaries. *

Table 2.

Percentage distributions of never-beneficiaries
and of current and future beneficiaries combined,
by selected demographic characterstics

Current and

Never- future

Characteristic beneficiaries| beneficiaries
Sex

Men 32.8 46.1

Women 67.2 53.9
Race

White 59.2 87.5

Black 10.0 8.6

Hispanic 30.0 3.3

Other 0.8 0.6
Marital Status

Never married 15.4 3.7

Married 42.9 63.3

Widowed 31.0 18.6

Divorced 10.7 14.4
Immigrant

Yes 67.3 10.7

No 32.7 89.4
Education

Less than high school 47.6 15.3

High school 33.5 45.6

Some college 59 13.9

College degree 6.5 11.9

Graduate degree 6.5 13.3

SOURCE: Authors' calculations for individuals aged 62—-84 in
2010 using Social Security Administration's MINT model.

NOTE: Distributions do not necessarily sum to 100 because of
rounding.

18

http://www.socialsecurity.gov/policy



Chart 1.

Percentage distribution of individuals aged 62—84 by income relative to poverty threshold,

by beneficiary status
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SOURCE: Authors’ calculations for individuals aged 62—84 in 2010 using Social Security Administration’s MINT model.

Categories of Never-Beneficiaries

To qualify for Social Security retirement benefits,

a worker must accumulate 40 quarters of coverage
(QCs). A QC is credited for a given dollar amount

of earnings in covered occupations, rather than for a
number of months worked. Nevertheless, accumulat-
ing 40 QCs requires at least 10 years because no more
than 4 QCs can be credited in any year. The number
of QCs required for disability benefits is prorated
according to age at disability onset.® Almost all

(94.5 percent) of the never-beneficiaries aged 62—84
in 2010, for one reason or another, have not satisfied
these requirements and thus do not receive benefits

in 2010 (Chart 2).” The remaining proportion of aged
never-beneficiaries comprises individuals who are
projected to be eligible for Social Security benefits, but
die before receiving them.®

We divide never-beneficiaries who lack the required
work credits into three mutually exclusive categories:
late-arriving immigrants, infrequent workers, and
noncovered workers.

The majority (55.2 percent) of never-beneficiaries
are late-arriving immigrants, or those who arrive in the
United States at age 50 or older. Because they enter the
United States at older ages, late-arriving immigrants

are less able than nonimmigrants and early-arriving
immigrants to accumulate the required QCs.’

As shown in Chart 3, nearly 83 percent of never-
beneficiaries who are immigrants with insufficient
earnings histories entered the country at age 50 or
older. A possible explanation for this pattern is that
many late-arriving immigrants are parents entering
the United States to live with their adult children
under US immigration family reunification guidelines.
Among persons acquiring legal permanent resident
status in fiscal year 2008, nearly 11 percent were
parents of US citizens (DHS 2009, Table 6).

Chart 2 shows that about one-third (34.7 percent)
of never-beneficiaries are infrequent workers: indi-
viduals who lack sufficient work credits and do not
have substantial noncovered employment, but are not
late-arriving immigrants.'® Almost all are far from
having sufficient covered earnings; 99 percent have
fewer than half of the QCs required for Social Security
benefits. They also do not have enough noncovered
earnings to be included in the noncovered workers
category. Also, because of their insubstantial work
history, infrequent workers do not qualify for Dis-
ability Insurance benefits. Although it is difficult to
analyze using MINT projections, some of the potential
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Chart 2.
Percentage distribution of never-beneficiaries, by reason for nonreceipt
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SOURCE: Authors’ calculations for individuals aged 62—84 in 2010 using Social Security Administration’s MINT model.

NOTE: Distribution does not sum to 100 because of rounding, and subtotal of individuals with insufficient earnings histories does not equal
the sum of rounded component categories.

Chart 3.
Percentage distribution of immigrant never-beneficiaries with insufficient earnings histories to qualify
for benefits, by age at US entry
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SOURCE: Authors’ calculations for individuals aged 62—84 in 2010 using Social Security Administration’s MINT model.
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life experiences that could lead individuals to be
included in the infrequent worker category are consis-
tent employment in the informal economy, repeated
marriages lasting fewer than 10 years and ending in
divorce, and partnership in a single-earner couple in
which the employed spouse works in a noncovered
position. These factors could cause an individual not
to have enough work history to qualify for his or her
own benefit, or not to have the right marital situation
to qualify for spousal benefits.

The small remaining group (4.7 percent) of never-
beneficiaries is noncovered workers, many of whom
are employed by state and local governments." It is
impossible to identify individuals with long-term
state and local government employment precisely in
MINT; however, we approximate this characteristic
by identifying individuals who have at least 10 years
of noncovered annual earnings that meet or exceed the
level needed to earn four Social Security QCs in that
year. Our method is described in the appendix.

Poverty and Income among Late-Arriving
Immigrants and Infrequent Workers

Although the overall poverty rate for never-
beneficiaries is 44.3 percent, poverty rates among

the never-beneficiary categories vary considerably.
Whereas 43.2 percent of late-arriving immigrants and

57.2 percent of infrequent workers are in poverty in
2010, noncovered workers and those who die before
receiving benefits have poverty rates much closer

to the 3.7 percent poverty rate of current and future
beneficiaries (Chart 4). The high poverty rates for
late-arriving immigrants and infrequent workers

drive the overall never-beneficiary poverty rate shown
in Chart 1 because these groups together constitute
roughly 90 percent of the never-beneficiary population.

As indicated by the high poverty rate for late-
arriving immigrants and infrequent workers, these
groups have few other income sources (Table 3). For
both late-arriving immigrants and infrequent workers,
assets are the most common source of income. Around
65 percent of late-arriving immigrants and 71 percent
of infrequent workers have asset income, although this
is still far below the rate for current and future benefi-
ciaries (95 percent) and the median dollar value of this
income is substantially less for never-beneficiaries.

Table 3 also shows the relative reliance on differ-
ent income sources among individuals in the different
beneficiary categories. For many infrequent workers,
SSI is a substantial source of additional income."
Approximately 31 percent of infrequent workers
have income from SSI. SSI represents 29.1 percent
of all household income among infrequent workers.
Infrequent workers who do not receive SSI may be

Chart 4.

Poverty rates of never-beneficiaries aged 62-84, by category
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SOURCE: Authors’ calculations for individuals aged 62—84 in 2010 using Social Security Administration’s MINT model.
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Table 3.

Percentage of aged individuals with income from selected sources, median income amounts, and
distribution of income, by source: Selected beneficiary categories

Never-beneficiaries

Current and future beneficiaries Late-arriving immigrants Infrequent workers
Individuals| Median Share of| |ndividuals| Median Share of| |ndividuals| Median Share of
Household with| amount| household with| amount] household with|] amount] household
income source |income (%) ($) 2| income (%) °|income (%) ($) 2| income (%) °|income (%) ($) 2| income (%) °
Social Security
benefits 91.7 19,058 38.7
Earnings 41.7 33,703 17.3 18.0 14,434 10.4 6.9 20,167 4.7
Defined-benefit
(DB) pension 52.5 11,870 111 24.4 11,466 12.6 19.5 19,074 10.0
Asset income 94.8 12,140 27.2 65.2 1,174 29.8 70.5 1,154 35.9
SSI 1.0 1,292 0.2 145 7,644 10.6 31.2 7,644 291
Coresident
income 12.9 22,373 5.5 371 81,542 36.5 221 33,693 20.2
Total 100.0 60,148 100.0 92.2 34,754 100.0 95.1 11,553 100.0

SOURCE: Authors' calculations for individuals aged 62—-84 in 2010 using Social Security Administration's MINT model.

NOTES: . . . = not applicable.

Distributions do not necessarily sum to 100 because of rounding.

a. Calculations reflect only those individuals with positive household income from that source.

b. Reflects all individuals within the category, including those with zero dollars from that source.

ineligible because they have income or assets over the
allowed limits, or they may be eligible nonparticipants.

Among late-arriving immigrants, the propor-
tion receiving SSI is 14.5 percent and the share of
household income it represents is 10.6 percent, far
lower than for infrequent workers. The limited SSI
receipt among this group is largely a result of rules
that limit the circumstances under which immigrants
can receive SSI (SSA 2010b). Immigrants entering the
United States after August 22, 1996, are generally not
eligible for SSI unless they become citizens or gain
40 QCs (Friedland and Pankaj 1997). Even though the
proportion of late-arriving immigrants receiving SSI is
smaller than that of infrequent workers, larger propor-
tions of both groups receive SSI than do the 1 percent
of current and future Social Security beneficiaries.

Table 3 indicates that one critical source of eco-
nomic support among late-arriving immigrants
is coresident income, or income from household
members other than the spouse. Among late-arriving
immigrants, 37.1 percent live in households that have
coresident income, the median value of which is
$81,542. Coresident income is the largest single source
of household income among late-arriving immigrants,
accounting for 36.5 percent of all household income.

In comparison, 12.9 percent of current and future
beneficiaries live in households that have coresi-
dent income, the median amount is $22,373, and it
accounts for less than 6 percent of overall household
income. Coresident income is also more prevalent
among infrequent workers than current and future
beneficiaries, but not to the same extent as for late-
arriving immigrants. The high share of late-arriving
immigrants who are in households with coresident
income is consistent with the supposition that many
enter the United States to live with adult children.

Conclusion

Few studies have focused on aged individuals who
never receive OASDI benefits. Our analysis using the
MINT microsimulation model indicates that never-
beneficiaries are a small share of the aged population,
projected to be roughly 4 percent of the population
aged 62—84 in 2010, with late-arriving immigrants
and infrequent workers composing the vast majority
(around 90 percent) of the group. However, despite
representing only a modest percentage of the aged
population, never-beneficiaries are notable from a
social welfare standpoint because of their high poverty
rates. Late-arriving immigrants and infrequent workers
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drive this result, with poverty rates of around 43 and
57 percent, respectively. These poverty rates coincide
with the finding that these two groups not only receive
no Social Security income, they also have little income
from non—Social Security sources. Among the income
sources that are available, coresident income plays a
large role for late-arriving immigrants, while infrequent
workers are particularly reliant on SSI. Future research
could better delineate the life experiences that lead to
never receiving Social Security benefits as well as the
resulting economic implications. Such analysis would
improve our understanding of the aged population as a
whole and the policies that affect their well-being.

Appendix

To illustrate how we classify certain sporadic earners
as noncovered workers, consider an individual with
noncovered earnings from 1990 to 1999 as shown in
Table A-1. We compare these earnings figures to the
Social Security QC earnings threshold, multiplied

by four to provide an annual approximation (SSA
2010a). Then we compare the two values in each year
and record the number of times an individual’s non-
covered earnings exceed the annualized QC value. In
this example, between 1990 and 1999 the hypotheti-
cal worker has noncovered earnings that exceed our
annualized QC limit five times. If an individual’s
noncovered earnings exceed this threshold at least ten
times over a lifetime, we classify the individual as a
noncovered worker, because he or she has consistent
noncovered employment.

Table A-1.
Hypothetical example of a never-beneficiary
classified as a noncovered worker

Noncovered

earnings

Noncovered| QC threshold exceed 4

Year earnings ($) x4 ($) QCs?
1990 15,000 2,080 Yes
1991 7,000 2,160 Yes
1992 0 2,280 No
1993 0 2,360 No
1994 0 2,480 No
1995 25,000 2,520 Yes
1996 37,000 2,560 Yes
1997 8,000 2,680 Yes
1998 0 2,800 No
1999 0 2,960 No

SOURCES: Authors' calculations; SSA (2010a).

A small percentage of those who have covered
earnings sufficient to receive Social Security benefits,
but who die before receiving them, are also projected
to have substantial noncovered earnings. Because our
constructed categories are mutually exclusive, these
individuals are classified as workers who die before
receiving benefits rather than noncovered workers.

Notes
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! According to authors’ calculations using the 2010 Cur-
rent Population Survey.

2 The projections used in the analysis are from MINT
5, which includes people born from 1926 to 2018 (Smith
and others 2007). Therefore, in 2010 the available elderly
population includes people aged 62—84. The Census Bureau
(2008) projects that approximately 90 percent of people
aged 62 or older in 2010 will be aged 62—-84.

3 The percentage of the aged population that never
receives Social Security benefits is projected to decline
from 3.7 percent in 2010 to 3.6 percent in 2015, 3.3 percent
in 2020, 3.2 percent in 2025, and 3.1 percent in 2030.

* For more information on elderly poverty, see Engel-
hardt and Gruber (2004).

5 Official poverty in the United States is measured using
the Current Population Survey (CPS), a household survey
that directly asks respondents about several different types
of income. Although MINT model simulations are rooted in
household survey data (1990-1996 Surveys of Income and
Program Participation), they differ from direct household
survey data in that they project future income amounts,
simulate outcomes for individuals in future populations
(including immigrants), and focus on five major sources
of income. We note that the most recent CPS confirms an
elevated poverty rate for individuals likely to be never-ben-
eficiaries, but these rates are below comparable MINT esti-
mates. For example, using the March 2010 CPS, the poverty
rates of beneficiaries and nonbeneficiaries aged 70—84 are
6.4 percent and 28.3 percent, respectively.

¢In 2010, an individual earned a QC for every $1,120 in
earnings (SSA 2010a). This threshold is indexed to wages.
Individuals who possess fewer than 40 QCs and rely on a
spouse’s earnings would generally not be included in the
never-beneficiary category because they would be entitled
to spousal benefits if currently married or if a former mar-
riage lasted at least 10 years.

7 Most never-beneficiaries with insufficient earn-
ings histories have substantially fewer years of cover-
age than would be needed to qualify. One-quarter of
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never-beneficiaries have no years of coverage, half have
only 1 year or less, and 90 percent are still at least 3 years
short of the 10-year coverage threshold.

8 This percentage includes individuals who claim benefits
but will never actually receive them prior to death because
of the retirement earnings test or other program rules, and
excludes individuals who have the required 40 quarters
in Social Security—covered employment but die prior to
reaching age 62. From a lifetime perspective this approach
understates the percentage of individuals who die before
receiving benefits because it includes only the aged popula-
tion in 2010.

° However, late-arriving immigrants could receive ben-
efits based on prior work through totalization agreements,
or could receive benefits through another country’s public
retirement system. The benefit rules for immigrants as well
as for noncitizens are complex. See Nuschler and Siskin
(2005).

1" We define this group by identifying never-beneficiaries
who (1) do not have a positive average indexed monthly
earnings (AIME) amount and (2) do not have noncovered
earnings that meet the consistent state and local govern-
ment employment threshold. For a full description of the
AIME see http://www.socialsecurity.gov/glossary.htm.

1'Social Security did not originally cover any state or
local government employees, but the program has gradually
expanded through the 1983 Amendments, the Section 218
Agreements, and the Omnibus Reconciliation Act of 1990
to include many of these workers. Social Security now cov-
ers nearly 96 percent of the US workforce; those not cov-
ered by the program are still generally employed by state
or local governments. The Social Security Administration
estimates that nearly one-fourth of state and local govern-
ment employees, or roughly 5.25 million people (excluding
students and election workers), are not covered by Social
Security. However, approximately 95 percent of individuals
in this group are entitled to some type of Social Security
benefit through previous work, the record of a spouse, or
dependent status (GAO 2003).

12 The SSI program pays benefits to disabled adults and
children who have limited income and resources. SSI ben-
efits are also payable to nondisabled people aged 65 or older
who meet certain financial limits (SSA 2010b).
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