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Nov. 3, 2019 – discussion draft 

Low-Wage Earners’ Lagging Life Expectancy – and a Higher Retirement 
Age – Have Made Social Security Less Progressive. If Congress Raises 
the Age Again, the Deal Could Get a Lot Worse. 

© Karl Polzer, Center on Capital & Social Equity – send comments to kpolzer1@verizon.net 

Americans increasingly worry about the prospect of automatic, across-the-board 20% cuts in 
Social Security benefits that will occur if Congress fails to restore the program to solvency.  Few, 
however, realize that low-wage workers are already receiving a cut in lifetime benefits of 
similar magnitude due to a two-year increase in the retirement age gradually being 
implemented under Social Security’s most recent major reforms. The age for collecting full 
benefits is going up two years for everyone, but lifetime benefits for those at bottom are 
impacted the most.  Why?  Because low-wage workers, on average, live shorter lives, they 
collect a lot fewer Social Security checks than those who are better off. 

Since Social Security was created during the Great Depression, life expectancy has diverged 
dramatically for lower- and higher-income Americans.  While it continues to rise for the middle-
class and affluent, life expectancy has remained flat at the bottom and now may be in decline.   

The combination of raising the retirement age to age 67 (included in the 1983 reforms to 
control costs) and a widening gap in life expectancy between economic classes is making Social 
Security less progressive.  If Congress chooses to increase the retirement age again to help the 
program regain long-term solvency, the value of Social Security old age benefits for low-income 
workers will decline in both absolute and relative terms. Congressional Research Service (CRS) 
analysts recently concluded that, because of the growing gap in life expectancy by income, 
“policy proposals that increase the retirement age will tend to skew Social Security benefits 
toward higher earners.” 

Many studies find the life expectancy gap is widening. By how much depends on how it’s 
measured.  In 2014, the Congressional Budget Office (CBO) calculated that a 65-year-old man in 
the upper quintile (fifth) of life earnings could be expected to live more than three years longer 
than a similar man in the lowest quintile.  CBO estimated that, by 2039, the difference would 
double to six years.  

In a 2015 report, the National Academy of Sciences compared the 1930 and 1960 birth cohorts 
and found that life expectancy for the bottom quintile of men at age 50 decreased slightly to 
26.1 years over the 30-year period.  Meanwhile, life expectancy rose for men age 50 in higher-
income quintiles. As shown in Figure 1, below, the life expectancy gap between the bottom 
(quintile 1) and top fifth of the income distribution widened from 5.1 to 12.7 years.   

http://inequalityink.org/
https://www.ssa.gov/policy/docs/ssb/v46n7/v46n7p3.pdf
https://fas.org/sgp/crs/misc/R44846.pdf
https://fas.org/sgp/crs/misc/R44846.pdf
https://www.ncbi.nlm.nih.gov/books/NBK321304/
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Figure 1. Estimated and projected life expectancy at age 50 for males 

born in 1930 and 1960, by income quintile 

 

                                                       Source: National Academy of Sciences 

In 2016, a Brookings study found, for men born in 1940, those in the lowest income decile at 
age 50 could expect to live to be about 76 years old compared with 88 years for the highest 
income decile.  Another research team, led by Raj Chetty, reported that disparity in longevity 
continued to increase over 2001-2014; the average gap between the bottom and top 1% was 
14.6 years for men and 10.1 years for women. 

Following up previous research, Anne Case and Angus Deaton in 2017 reported that mortality 
and morbidity among white non-Hispanic Americans in midlife continued to climb from 2000 
through 2015.   Furthermore, mortality among white non-Hispanics was increasing for both 
males and females without a college degree but falling for those with a college degree. “We 
propose a preliminary but plausible story in which cumulative disadvantage from one birth 
cohort to the next—in the labor market, in marriage and child outcomes, and in health—is 
triggered by progressively worsening labor market opportunities at the time of entry for whites 
with low levels of education. This account, which fits much of the data, has the profoundly 
negative implication that policies—even ones that successfully improve earnings and jobs, or 
redistribute income—will take many years to reverse the increase in mortality and morbidity, 
and that those in midlife now are likely to do worse in old age than the current elderly,” they 
wrote. 

As policymakers struggle with how to restore Social Security’s long-term solvency, it is 
important to understand that raising the retirement age is really a cut in benefits that impacts 
people with the lowest incomes the most.  Many of policy packages under discussion, 
particularly coming from the right and center of the political spectrum, include raising the 
retirement age by a specific number of years or through indexation tied to changes in average 
life expectancy. 

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4866586/
https://www.brookings.edu/wp-content/uploads/2017/08/casetextsp17bpea.pdf
http://inequalityink.org/resources/Soc%20Security%20shrinking%20tax%20base%204.pdf
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Figure 2, below, provides an illustration of how a two-year hike in the age of eligibility would 
have different impacts on beneficiaries with histories of high and low earnings.  The low earner 
starts with annual Social Security income of $12,000; the high earner, $36,000.  The new policy 
would cause both to lose two years of benefits.  Assuming the longevity gap remains constant, 
the relative lifetime impact on the low-wage worker would be much greater – about a 25% loss 
of lifetime benefits compared to 14.3% -- because he will die sooner and benefit for fewer years 
than the high earner.  If the longevity gap were to widen by three years, as some analysts have  
projected, the bottom row in Figure 2 shows that high earners, over average, would end up 
gaining 7.1% in lifetime Social Security income, because their gain in life expectancy would 
more than compensate for the two-year benefit cut. 

Figure 2.  Difference in Change of Lifetime Social Security Income 

between High and Low Earner from Increasing Retirement Age, Two 
Longevity Scenarios 

 

It is important to remember that Social Security is a three-part program that remains very 
progressive, particularly regarding benefits for the disabled and survivors of participants.  For 
the program as a whole, the ratio of benefits to taxes for people in the bottom fifth of the 
earning distribution is almost three times as high as for those in the top fifth.  However, 
benefits paid to retired workers,  comprising about three quarters of program spending, are 
much less progressive  if viewed on their own, according to a CBO analysis.  This is because the 
steep progressivity of the benefit formula for retirees is offset by differences in life span 
discussed here. For the bottom tenth of workers, the ratio of benefits to taxes is about 80% for 
retirement income, falling to about 55% for the top tenth.  Since CBO did these estimates, the 
relative value may be much closer because the both the retirement age and longevity gap have 

Annual Life expectancy Lifetime Lifetime income: % change 
Social Sec. at age 67 income 2-year higher age lifetime income

income for full benefits from baseline

 Low earner $12,000 8 $96,000 $72,000 -25.0%

 High earner: $36,000 14 $504,000 $432,000 -14.3%

 life expectancy

 gap stays as is

 High earner: $36,000 17 $612,000 $540,000 7.1%

 life expectancy

 grows 3 more years

Source: Center on Capital & Social Equity estimates

https://www.cbo.gov/sites/default/files/109th-congress-2005-2006/reports/12-15-progressivity-ss.pdf
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increased.  Raising the retirement age again may neutralize any remaining progressivity of 
Social Security’s retired-worker benefits. 

Conclusion 

The widening longevity gap between higher- and lower-income workers has eroded the 
progressivity of Social Security retirement benefits. This development has worsened the loss in 
benefits for lower-wage retirees resulting from the two-increase in retirement age now being 
implemented under reforms enacted in 1983.  Raising the full retirement age again, as some 
propose, would hurt low-wage workers more and make the Social Security retirement benefits 
more regressive.   

When it develops a plan to restore Social Security solvency, Congress should not raise the 
retirement age unless lower- and middle-income retirees, at very least, are held harmless.  One 
idea that has been discussed is adding a hardship income threshold.  CRS, however, points out 
that this would be difficult to implement because there is no simple income cutoff point at 
which life expectancy does not increase with income. 

There is growing support for making Social Security more progressive and doing so based on 
lifetime, rather than annual, earnings and taxes. Increased disparity in life spans could justify re-
setting the retirement age to 65 for low-wage workers while raising it for high-wage workers 
with graduated age eligibility for people with lifetime incomes in between.  The benefit formula 
could be made more progressive.  Lifetime low-wage workers could be required to work for 
fewer years to collect full retirement benefits. 

Other ideas for dealing with the longevity gap’s impact on lifetime income could be developed 
along with supporting research and analysis.  For example, annuitizing Social Security 
retirement benefits by income blocks of the top 10%, middle 80%, and bottom 10%, rather than 
in one pool, could shift benefits from top to bottom while leaving the middle largely the same.  
Under this approach, workers with a shorter expected life span could collect much larger 
monthly checks.  Longer expected life would result in smaller checks.  Although 
compartmentalizing the mortality risk pool may be difficult to administer and would meet 
resistance, modeling variants of such an approach might be a good way to illustrate the 
differing impacts of both the growing life expectancy gap and raising the retirement age.  
History also presents an opportunity for policymakers to analyze the distributional impact of 
the current transition to receiving full benefits at age 67.  The higher eligibility age reduces 
monthly benefits for younger workers by 12.5 percent, according to the National Academy of 
Social Insurance (NASI). 

Finally, Social Security’s financing could be fixed without any benefit cuts by increasing taxes for 
the wealthiest. One such approach would: 1) levy an additional 6.2% tax on investment income, 
gradually extended from top earners to the middle class, and 2) apply Social Security payroll tax 
to earnings above $400,000, leaving a “donut hole” that would gradually disappear as the 
current indexed tax cap rises, and provide some benefit credit for newly taxed earnings.  These 

https://www.aei.org/wp-content/uploads/2019/10/On-the-Margin-Sep-16-2019.pdf
https://www.nasi.org/sites/default/files/research/Report_to_New_Leadership_and_American_People_web.pdf
https://www.nasi.org/sites/default/files/research/Report_to_New_Leadership_and_American_People_web.pdf
https://www.washingtonexaminer.com/opinion/op-eds/theres-a-way-to-save-social-security-but-it-involves-taxing-the-rich
https://www.ssa.gov/oact/solvency/provisions_tr2017/charts/chart_run249.html#graph
https://www.ssa.gov/oact/solvency/provisions_tr2017/charts/chart_run295.html#graph
https://www.ssa.gov/oact/solvency/provisions_tr2017/charts/chart_run295.html#graph
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are just two of many options Social Security actuaries have analyzed in response to queries 
from the Hill. 

Even if Social Security benefits remain as is, NASI estimates that 52 percent of households 
would still be at risk of not having enough financial resources to maintain their living standards 
in retirement.  This figure is much worse for people with low incomes and racial minorities.  
Though the general level of inflation has been tame recently, the cost of housing, health care, 
and long-term care for the elderly has been rising at a more rapid pace. However it ends up 
balancing Social Security’s books, Congress should make sure that low-wage workers who are 
not sharing the longevity gains of better-off Americans receive their fair share of benefits and 
can cover the cost of living.  
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