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Social Security Policy 
and Demographic Change

• In addition to system-financing challenges, a changing 
demographic and socioeconomic context raises a number of 
challenges for Social Security policy.

• Increased and differential longevity represents a key 
demographic change challenging the program’s ability to 
balance equity and adequacy.
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Increasing Differential Mortality by
Socioeconomic Status (SES)

• Declining old-age mortality in the U.S. has not been uniform.
– Higher SES groups have experienced greater increases in 

longevity than lower SES groups.

• Increasing differentials in old-age mortality by earnings or 
education is making the Social Security system relatively less 
generous to low-income individuals on a lifetime basis.
– Under the current system, aged beneficiaries receive benefits 

until they die, so increasing differential life expectancy increases 
differential lifetime benefits.

– Waldron (2007) provides information on differential life expectancy 
– Goldman and Orszag (2014) examine widening gap in lifetime benefits
– NYTimes (April 22, 2016) “Rich People are Living Longer:  That’s Tilting 

Social Security in Their Favor”
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Increasing Differential Mortality by
Socioeconomic Status (SES)

• This issue can be exacerbated by proposed changes to the 
program.
– Many proposals (such as Simpson Bowles, Bi-Partisan Commission 

and Social Security Reform Act of 2016)  include increases to Social 
Security Retirement Ages

• Full Retirement Age (FRA): age 67
• Early Eligibility Age (EEA): age 62

• Today,
– We use a microsimulation model to first analyze a policy that 

addresses longevity but reduces benefits, raising the FRA.
– We then make an adjustment for the increasing differential mortality 

by lifetime earnings and hence lifetime benefits (from Couch, Reznik, 
Tamborini and Iams (2017, ROA).

– Analyze the distributional results in terms of benefits and poverty. 5



Adjustment for Differential Mortality

• Conceptually adjust the proportional gains for all Americans in 
lifetime benefits based on increased longevity to be equal.  

• We multiply the basic benefit (PIA) by an adjustment factor to 
account for the increased life expectancy between the 1928 
cohort who retired in the 1990s and the 1960 cohort who will 
be fully retired (age 70) in 2030 using changes in gender-
specific life expectancy by the quartile of adjusted lifetime 
earnings (AIME). For Low AIMEs: Increase the PIA.  For High 
AIMEs: Decrease the PIA.

• This will then affect computation of all related benefits (Spousal, 
Dually Entitled, etc.)
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Differential Mortality Adjustment Factors
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1928 Birth Cohort 1960 Birth Cohort
Male

Lowest 13.6 15.2 11.8% 1.69
Second Lowest 14.3 17.0 18.9% 1.05
Second Highest 15.8 19.5 23.4% 0.85
Highest 16.7 20.7 24.0% 0.83

Male Average 15.1 18.1 19.9%

Female
Lowest 18.1 19.9 9.9% 1.43
Second Lowest 19.0 21.3 12.1% 1.18
Second Highest 19.6 22.8 16.3% 0.87
Highest 19.9 23.5 18.1% 0.79

Female Average 19.2 21.9 14.2%
SOURCE:  Authors' calculations based on Table 1 in Goldman and Orszag (2014).

AIME Quartile Life Expectancy at Age 65 Percentage Change in 
Life Expectancy Adjustment Factor 



Adjustment For Early Election of Retirement Benefits
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Source:  Knoll and Olsen (2014, SSB)



Current Law
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FRA to 69
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FRA to 69
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FRA to 69 with Mortality Adjustment
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FRA to 69 with Mortality Adjustment
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Percentage Point Change in the Poverty Rate
by Earnings Quintiles in 2030

Current Law 
Poverty Rate

Increase FRA to 
69

Increase FRA to 
69 with Mortality 

Adjustment

Increase FRA to 
69 and EEA to 64

Increase FRA to 
69 and EEA to 64 
with Mort. Adj.

Shared Earnings 
Quintile

$93,820+ 0% 0% 0% 0% 0%

$67,999 - $93,820 0% 0% 0% 0% 0%

$50,042 - $67,999 1% 1% 1% 1% 1%

$31,373 - $50,042 2% 3% 1% 2% 1%

$0-$31,373 23% 5% -9% 5% -8%
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Behavioral Response



Widowed Women
Percentage Point Change in the Poverty Rate

by Earnings Quintiles in 2030
Current Law
Poverty Rate

Increase FRA to 
69

Increase FRA to 
69 with Mortality 

Adjustment

Increase FRA to 
69 and EEA to 64

Increase FRA to 
69 and EEA to 64 
with Mort. Adj.

Shared Earnings 
Quintile

$93,820+ 0% 0% 0% 0% 0%

$67,999 - $93,820 0% 0% 0% 0% 0%

$50,042 - $67,999 0% 0% 0% 0% 1%

$31,373 - $50,042 1% 0% 0% 1% 1%

$0-$31,373 20% 3% -12% 3% -10%
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Conclusions

• Increasing the Social Security Full Retirement Age would 
likely reduce benefits and increase poverty across all 
earnings quintiles.
– also true for Widowed Women

• However, the simulated mortality adjustment would lead 
to:
– Lower benefits and higher poverty rates for higher earners
– Higher benefits and lower poverty rates for lower earners

• Finally, the study highlights an example of how 
microsimulation methodology can be a useful approach 
to help determine the distributional implications of 
changes to Social Security benefits. 

16


	Longevity Options for Reforming Social Security: A Microsimulation Approach to Retirement Age and Mortality Adjustments
	Social Security Policy �and Demographic Change
	Increasing Differential Mortality by�Socioeconomic Status (SES)
	Slide Number 4
	Increasing Differential Mortality by�Socioeconomic Status (SES)
	Adjustment for Differential Mortality
	Differential Mortality Adjustment Factors
	Adjustment For Early Election of Retirement Benefits
	Current Law
	FRA to 69
	 FRA to 69
	 FRA to 69 with Mortality Adjustment
	 FRA to 69 with Mortality Adjustment
	Percentage Point Change in the Poverty Rate�by Earnings Quintiles in 2030
	Widowed Women�Percentage Point Change in the Poverty Rate�by Earnings Quintiles in 2030
	Conclusions

