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EXECUTIVE SUMMARY

SOCIAL SECURITY WORKS for Americans of all
ages and backgrounds, and especially for those
living in rural America.

For 76 years, Social Security has provided a
guaranteed income for workers and their families
when workers retire, become severely disabled
or die. It is there for all contributors—low-income,
middle-income, and rich—because it is based on
a simple concept: If you contribute to the program,
then you earn the right to guaranteed benefits.

Social Security is especially important to America’s
rural communities, which have older populations,
lower incomes, and higher rates of poverty than urban
areas, on average. Our nation’s most successful
and popular program, Social Security provides vital
economic security so that people are protected in
the event of disability, death, or old age.

This report, Social Security Works for Rural
Minnesota, shows that:

e Social Security works for rural
Minnesotans. Social Security provided
benefits to 307,215 Minnesotans in rural counties
in 2009. They included 209,940 retired workers
(68.3 percent of the total), 35,010 disabled workers
(11.4 percent), and 18,245 children (5.9 percent).
The average benefit for rural Minnesotans is
very modest—just $12,201 in 2009—but very
important.

e Social Security is even more
important to rural Minnesotans than
to other Minnesotans. One out of five (21.5
percent) rural Minnesotans receive Social Security
compared to one out of seven (14.2 percent) non-
rural Minnesotans.
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¢ Minnesota’s rural counties rely on
Social Security income much more
than its non-rural counties. Total
personal income in Minnesota’s 66 rural counties
was $48.7 billion in 2009 of which $3.7 billion,
or 7.7 percent, was from Social Security. By
comparison, total personal income in the state’s
21 non-rural counties was $171.7 billion, of which
$7.5 bilion, or 4.4 percent, was from Social
Security.

e Social Security is more than a
retirement program; its disability
insurance and life insurance benefits
are vital to Minnesota’s rural families.
Fourteen percent of Social Security beneficiaries
in Minnesota’s rural counties receive disability
benefits. In total, 43,105 rural Minnesotans
received disability benefits in 2009, including
35,010 disabled workers, 510 of their spouses
and 7,585 of their children.

e Social Security is particularly
important in keeping rural seniors
out of poverty. It lifted nearly one-half (45.8
percent) of rural seniors out of poverty in 2010,
compared with about one-third (34.2 percent) of
non-rural seniors.

It is not surprising then, that when asked on a recent
survey, Minnesota voters by a large and bipartisan
margin of 72 percent to 19 percent opposed cutting
Social Security benefits in order to reduce the deficit.

Social Security is fully funded for the next quarter
century, after which it can pay more than three-
quarters of promised benefits. One proposal for
closing this projected shortfall is to lift the Social
Security payroll tax contribution cap so that



employees and their employers make contributions
on annual wages above $106,800. That would affect
just 5 percent of Minnesotans with the highest
earnings. In arecent poll, three-quarters of Minnesota
voters supported this proposal. These findings hold
strong across Minnesota’s Twin City and Twin City
Collar regions, which are more urban, and across
the more rural Northern and Southern Minnesota
Regions.

People in rural Minnesota understand the importance
of a hard day’s work, of paying bills on time, and of
living within their means. They recognize that the
values underlying Social Security—reward for hard

work and prudent, conservative financing—are
America’s traditional values.

Social Security’s benefits are modest, yet vitally
important. Social Security is a commitment made to
all Americans that has withstood the test of time. It
represents the best of American values—rewarding
hard work, honoring our parents, caring for our
neighbors, and taking responsibility for ourselves
and our families. Social Security is based on a
promise that if you pay in then you earn the right
to guaranteed benefits. This is one promise to the
American people that politicians should not break—
especially to rural Americans.

Research Methodologies'

To measure Social Security’s impact on Minnesota’s rural communities, this report analyzes Social Security
income and beneficiary statistics, as well as demographic and socioeconomic data for every county in Minnesota.

The term “seniors,” as used in the report, refers to persons aged 65 or older. The data used are from a variety of
federal agencies, including the U.S. Bureau of Economic Analysis (BEA), Social Security Administration (SSA),
and U.S. Census Bureau. All of the data used were the most current available. County-level data is current to
2009, while most other data is current to 2010. Counties were compared by their status of “non-metropolitan or
rural” and “metropolitan or urban” according to definitions established by the U.S. Department of Agriculture’s
Economic Research Service (ERS) in “Measuring Rurality: Rural-Urban Continuum Codes.”?
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highlights the importance of the nation’s most
successful and popular program to America’s and
Minnesota’s rural communities.

Minnesota is very rural, with 66 of 87 counties
designated as rural.® Nearly 3 in 10 Minnesotans
reside in these counties—1.4 million out of the
state’s 5.3 million residents.* Additional demographic
and program participation data are available at the
back of this report for each of Minnesota’s 66 rural
counties (see Appendix 1, Social Security, Medicare,
and Medicaid Data in Minnesota’s Rural Counties).

All told, 307,215 Minnesotans in rural counties
received Social Security benefits in 2009, more than
1 out of 5 residents.®

Moreover, while not examined as part of this report,
there are still more Minnesotans residing in the rural

areas in counties designated as “urban,” and so the
importance of Social Security to rural Minnesota is
even greater than what is presented here.

Background

Minnesota’s rural communities have experienced
profound change over the past century. Rural areas
are more sparsely settled than in the past. Roughly
three-quarters of rural residents lived on farms in
1900, but just one in ten do so today.®

Since the beginning of the last century, younger
residents have increasingly left rural areas to pursue
opportunities in metropolitan areas. Because fewer
young people are choosing to start their families in
these communities, rural communities tend to be
older. The most recent census illustrates this point in
Minnesota: the most rural counties generally have the
highest percent of seniors [Figure 1]. Overall, those
aged 65 and over make up about 17 percent of rural
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FIGURE 1
Minnesota’s Most Rural Counties Have the Highest Percent of Seniors
Percent of Population aged 65 and Over
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Source: U.S. Department of Agriculture, Rural-Urban Continuum Codes, 2003; U.S. Census Bureau, 2010
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county residents compared to about 11 percent in
urban counties.” (In Figure 1 and others in this report,
Minnesota counties are defined as more rural based
on a 9-point scale used by the U.S. Department of
Agriculture.?)

Economic growth has also been concentrated in
more urban areas, which contributes to the lower
average income of rural households compared to
urban households. On average, it appears that the
more rural a county, the lower the median household
income [Figure 2]. This trend makes Social Security
all the more important to rural families and their
communities.®

Rural Minnesotans work in a variety of industries.
Many have occupations similar to their metropolitan
counterparts—food service workers, retail clerks,
and healthcare workers, to name a few. But some
industries are unique to the state’s rural areas.
Agriculture and related sectors employ about one-
quarter of the state’s labor force, and logging, mining,
and fishing also make up a large proportion of rural
Minnesota’s jobs and exports.'

While these industries will undoubtedly continue
to be central in the lives of rural Minnesotans, over
the coming decades a number of emerging sectors
will be increasingly important to rural economies,
including manufacturing, healthcare, renewable
energy, and bio-science, which builds upon the
area’s rich agricultural heritage.
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FIGURE 2
Median Household Income of Minnesota Counties by Rurality, 2009
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Source: U.S. Department of Agriculture, Rural-Urban Continuum Codes, 2003; U.S. Census Bureau, 2010
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Social Security Benefits for Retired,
Disabled and Deceased Workers and
Their Families

Ofthe 307,215 rural Minnesotans who received Social
Security in 2009, more than two-thirds (209,940)
were retired workers. [Figure 3] Social Security also
provided critical benefits to 35,010 workers with
severe disabilities and to the dependent children and
spouses of disabled, deceased and retired workers,

FIGURE 3
Social Security Beneficiaries in
Minnesota’s Rural Counties, 2009

Children 5.9%

Spouses 5.3%

Widower(s)
9.1%

Retired Disabled
Workers Workers
S 11.4%

Source: Social Security Administration, 2010

including 27,835 aged widow(er)s, 16,175 spouses,
and 18,245 children.™

Social Security’s benefits are vital to the economic
security of rural Minnesotans. The average Social
Security benefit in Minnesota’s rural counties was
a modest $12,201 in 2009, which was not even the
minimum wage.?

Social Security is Even More Important
to Rural Minnesotans

Minnesota’s rural residents are more likely to receive
Social Security than those living in its urban areas.
About 1 out of 5 (21.5 percent) Minnesotans living in
rural counties receive Social Security compared with
1 out of 7 (14.2 percent) Minnesotans living in non-
rural counties.™

In fact, the more rural a county is the more important
Social Security generally is to its residents. [Figure 4]
For example, the share of persons receiving Social
Security benefits is twice as large—27 percent
compared to 13.4 percent—in Minnesota’s most rural
counties (9 on the scale) compared to its most urban
counties (1 on the scale).™
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FIGURE 4
Rural Minnesota Residents Depend on Social Security Much More than Urban Residents
Percent Receiving Social Security 27%

18.4%

23.1%
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Source: U.S. Department of Agriculture, Rural-Urban Continuum Codes, 2003; Social Security Administration, 2010; U.S. Census Bureau, 2011
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Minnesota’s Rural Counties Rely on
Social Security Income More Than Non-
Rural Counties

Total personalincome in Minnesota’s 66 rural counties
was $48.7 billion in 2009." Of that total $3.7 billion,
or 7.7 percent, came from Social Security.'® Although
the total personal income of the state’s 21 non-rural
counties was much higher—$171.7 billion in 2009—
just 4.4 percent of those counties’ total personal

FIGURE 5
Minnesota’s Rural Counties Rely on
Social Security Income Nearly Twice as
Much as Non-Rural Counties
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Source: Bureau of Economic Analysis, 2011

FIGURE 6
Percent of Seniors (65 & Over)
Lifted Out of Poverty
by Social Security, 2009
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Source: Center on Budget & Policy Priorities analysis of 2010
Current Population Survey

SOCIAL SECURITY WORKS FOR RURAL MINNESOTA

income ($7.5 billion) came from Social Security.'
[Figure 5]

On average, Social Security provides 75 percent
more of the total personal income in Minnesota’s
rural counties than in the state’s non-rural counties.

Social Security Lifts a Higher Share of
Rural Seniors Out of Poverty Than Non-
Rural Seniors

Social Security is our nation’s largest and most
successful antipoverty program, lifting about 20
million Americans out of poverty in 2010—retirees,
disabled workers, spouses, widows and children.®
Of that total, 3.3 million seniors living in rural counties
were lifted out of poverty.’” (State-level data is not
available.)

Seniors in rural counties are more likely to be poor
than seniors who live elsewhere, which is why Social
Security is especially important to rural America.?
Social Security lifted nearly one-half (45.8 percent) of
rural seniors out of poverty in 2010, compared with
about one-third (34.2 percent) of non-rural seniors.
[Figure 6] That means one-third more seniors are
lifted out of poverty in rural counties than in urban
counties.?!




Women in Rural Counties Rely on Social
Security More than Women in Urban
Counties

Povertyisafact oflife fortoo many womenin America’s
rural counties. Thankfully Social Security is there for
many of them. It lifted out of poverty nearly 1 out of
2 (48.2 percent) women seniors in rural counties in
2010, compared with about 1 out of 3 (36.7 percent)
of women seniors in non-rural counties.?? [Figure 7]
(State-level data is not available.)

Rural Minnesotans with Disabilities
Rely on Social Security’s Disability
Benefits

Occupations in rural America often can be
hazardous, resulting in serious injuries that bring an
abrupt end to someone’s ability to earn a paycheck.
Social Security is often called on to fill the void. It is
the nation’s largest and, despite its modest benefits,
most generous disability program. Without Social
Security more than half of disabled workers would
have incomes below the poverty line.%

Fourteen percent of Social Security beneficiaries
in Minnesota’s rural counties receive disability
benefits.?* These 43,105 residents include 35,010
disabled workers, 510 of their spouses and 7,585 of
their children.?

FIGURE 7
Percent of Women Seniors (65 & Over)
Lifted Out of Poverty
by Social Security, 2009
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Source: Center on Budget & Policy Priorities analysis of 2010
Current Population Survey
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Retired But Still Working
Barbara and Luverne Lovaasen,
Vergas, Minnesota

At age 83, nearly two decades after
retiring, Barbara Lovaasen continues
to work as many as 21 hours a week
as a special-education aide. Luverne, age 82, was
diagnosed with pulmonary fibrosis and frontal lobe
dementia but still works in the spring and fall as a laborer
on nearby farms.

The couple, who have been married 56 years, have
no choice: Luverne was making $6 an hour delivering
propane when he retired without a pension in 1991 and
Barbara receives $420 a month from her retirement
plan, which just covers monthly supplemental health
insurance costs. They live off her pay of $10 an hour
and $1,503 in Social Security benefits. The two have
$1,900 in savings.

In June 2009, Barbara was diagnosed with non-
Hodgkin’s lymphoma. She underwent chemotherapy
and by January she was back at work. She credits
Medicare for her swift recovery, given she was able to
see a specialist at an early stage of the disease—care
she otherwise couldn’t afford.

“If we didn’t have Social Security | don't know what
would happen,” Barbara said. “The worst thing that
happens is when you have dental expenses. | had to
come up with $1,100 for a root canal recently. When |
need new glasses I'll have to come up with that.

“The things that come up you don’t expect—like buying
extra groceries for company or new tires for the car—
the furnace isn’t working, so we need to get that fixed—
they’re not in our budget.”

Ordinarily cheerful and even-tempered, Barbara gets
visibly angry when she hears lawmakers talk about
scaling back Social Security and Medicare.

“These are not entitlements; they’re insurance plans
we’ve been paying into since | was 16 and Luverne
was 17. This is money that came out of our weekly
paychecks to ensure we would have this money and
health care when we needed it. That’s true for everybody
who works for a living.”




What Minnesota’s Voters Are Saying
About Social Security

A recent Lake Research Partners survey examined
the views of 584 Minnesotans who are likely voters in
2012. It found that across party lines voters strongly
oppose cutting Social Security benefits in order to
reduce the federal deficit—by a margin of 72 percent
to 19 percent. Majorities of Democrats (80 percent),
Republicans (65 percent), Independents (69 percent)
and Tea Party supporters (61 percent) oppose cutting
benefits.?

Social Security has a projected funding shortfall that
is modest in size and decades away. While Social
Security has a $2.7 trillion surplus today,? in about
25 years a funding shortfall is projected allowing the
program to cover about 75 to 80 percent of benefits
earned and promised.?® The shortfall is modest,
especially given the expected growth of the older
population—equivalent to 0.7 percent of Gross
Domestic Product (GDP).? This is roughly the amount
of revenues that would be lost to the federal budget
from extending the G.W. Bush-era tax cuts benefitting
the richest 2 percent of American households—those
with taxable income above $250,000 a year.*°

The poll of Minnesota voters asked about their
preferred method of eliminating Social Security’s
projected funding shortfall. Three quarters of
voters—including large majorities of Democrats (83
percent), Independents (75 percent), Republicans
(64 percent) and Tea Party supporters (62 percent)—
favor eliminating the Social Security tax cap set at
$106,800, so that higher-paid workers and their

employers contribute to Social Security on all their
wages.®' [Figure 8] These findings hold strong across
Minnesota’s Twin City and Twin City Collar regions,
which are more urban, and across the more rural
Northern and Southern Minnesota Regions.

Just 5 out of 100 Minnesotans have wages above
that $106,800 cap.®? Requiring those making above
the cap to contribute to Social Security on all of their
wages, just like everyone else, would essentially
close Social Security’s long-range shortfall for the
next 75 years.*

When asked if Social Security’s long-range funding
shortfall should be closed by cutting benefits, such
as by raising the retirement age to 69 or reducing the
annual cost-of-living adjustment (COLA), a strong
majority of Minnesotans said no.3 (Table 1)

TABLE 1
Majorities of Voters Across
Minnesota’s Regions Oppose Cutting
Benefits to Make Social Security Solvent

Raising Changing COLA
% Oppose Retirement Formula to
Age to 69 Reduce Benefits
Total 58% 55%
Twin Cities 54% 59%
-IC-)V(\;IIIr;? Cl;t:)euséties 57% 54%
Northern MN 58% 52%
Southern MN 63% 54%

Source: Lake Research Partners, June 2011

83%

74%

75%

FIGURE 8
Minnesota Voters Overwhelmingly Support Requiring Employers & Employees to Pay
Social Security Taxes on All Wages Above $106,800

64% 62%
B Favor
] Oppose 28% 33%
Total Democrats Independents Republicans Tea Party
Source: Lake Research Partners, March 2011 Supporters
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Conclusion

Social Security works for Minnesotans of all ages
and backgrounds. Nationally, almost two-out-of-
three seniors rely on Social Security for half or more
of their income, and more than one-out-of-three
seniors relies on Social Security for 90 percent or
more of their income.*

Social Security is especially important to Minnesota’s
rural residents. They are more likely to receive Social
Security benefits than are non-rural residents. They

rely on these benefits for a larger share of their
income. Social Security lifts a much larger share of
the rural seniors out of poverty than it does seniors
in urban counties.

An earned benefit, Social Security supports the
dignity of all who receive benefits and reinforces
two important rural traditions—self-sufficiency and
concern for neighbors.

kids come to Minnesota or be placed in foster care.

troubled children,” she said.

families merely have to make due.

skin of our teeth.”

Raising Grandkids Thanks to Social Security’s Disability Insurance
Sharon and Gregg Olson, Elk River, Minnesota

One year after marrying, Sharon and Gregg Olson faced a far different future than the one they imagined for
themselves when they wed on Valentine’s Day in 1993. With children from previous marriages already grown, still
healthy themselves and in good-paying jobs, the two looked forward to a prosperous early retirement.

All that changed when Sharon received a collect call from a social worker in New Mexico stating that her two
grandchildren and one step-grandchild had been removed from their home. She was given a choice: either the

The children, then aged 7, 3 and 1, were suffering from various medical conditions and emotional traumas.
The oldest, unrelated to the Olsons by birth and not a U.S. citizen, was diagnosed with fetal alcohol syndrome,
cerebral palsy, seizure disorder, scoliosis and severe mental disability.

“When | got that call | had to break the news to my husband that we were expecting—not a baby but three

Sharon, 63, and Gregg, 61, still care for the oldest girl, now 24, despite medical issues of their own. Suffering
from crippling arthritis and spinal stenosis, Gregg was deemed disabled seven years ago. Last year, two major
blockages were found in Sharon’s coronary artery, requiring emergency surgery.

The three live on less than $1,600 a month in disability payments provided through Social Security—and Gregg’s
ongoing medical expenses are covered through Medicare. Given that Sharon technically can still work, even
though she’s required at home, she qualifies only for reduced-cost health services available to low-income
residents. The house they were months away from owning outright in the mid-1990s, was refinanced and a
second mortgage taken out. The couple has no savings.

Nearly 7 million children now are being cared for by grandparents or other relatives. But unlike the 600,000 kids
in formal foster care, these households aren’t entitled to monthly support payments. Like the Olsons, these

“There is nothing left,” Sharon said of her once bright financial future. “We’re very frugal and get by just by the
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