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Four Big Questions Boomers Ask about 
Social Security

The financial press has often discounted the value of Social Security as a meaningful retirement benefit for the wave of retiring baby boomers that is about to hit shore.  This mindset should be turned on its head.  Why?  A boomer who receives a $2,000 per month benefit payment and lives for 30 years stands to collect well over a million dollars in benefits over their lifetime!    
The first thing most boomers want to know: Will Social Security be there for me?  
Despite popular perceptions, the 2009 Social Security’s trustee’s report estimates that until 2016 there will still be a surplus of funds coming in versus going out.  Around 2016, the income alone will not be enough to pay all benefits, and the current surplus will start to draw down.  There is no estimated shortage of funds to pay benefits until approximately 2037 when the projected level of funding would support only about 76% of currently promised benefits.    
Something needs to be done to balance the equation, and I’ll wager that Congress will eventually do it.  I believe boomers are so politically strong and vocal that politicians will shy away from seriously impacting their benefits.  But extending the full retirement age (FRA) past 67 for future retirees is on the table and the generations behind the boomers might be looking at an FRA of 70.
Boomer question #2: How much will my payment be?  An estimate is printed on the statement that Social Security sends you each year about three months prior to your birthday.  You can also go to www.socialsecurity.gov and click on “estimate your retirement benefits.”  The benefit amount is based on the highest 35 years of earnings during which you paid into Social Security.  The highest benefit today for a boomer born in 1946 is approximately $2,230 per month at FRA.

Question #3:  When should I apply for benefits?  This requires more thought than might appear at first blush.  Some people need to apply ASAP because health does not allow them to work, or they have been downsized.  If you are fortunate enough have a job you can stick with (or even enjoy), then other factors come into play such as life expectancy, marital situation, other sources of retirement income, and your long term goals.  

Although it is tempting to start early, there is a penalty of approximately 25% for drawing benefits at 62 instead of at FRA.  For boomers born between 1943 and 1954, FRA is age 66 and there is a gradual lessening of the early filing penalty at ages between 62 and FRA.  The amount of your own benefit may also affect your spouse’s survivor’s benefit, including the early filing “haircut.”

Question #4:  What will the surviving spouse get when the higher wage earner is gone?  For a man and woman married for at least 9 months, the surviving spouse will generally receive the higher of either his own payment, or the benefit of the deceased spouse.  For example, if Barbara collects a $2,000 per month benefit and Bob collects $1,600, when Barbara is gone Bob can collect $2,000.  There are age requirements and a reduction for a surviving spouse claiming benefits before his or her FRA, unless he or she is caring for minor children.  Minor children of the deceased will also receive survivor benefits.     


To sum it up: Social Security provides lifetime retirement benefits, survivor benefits, and while the current benefits are not guaranteed indefinitely, it should be there for boomers with no massive reduction to their payments.  Boomers and their advisors should educate themselves on the details and start planning ahead.  When else will you make a million dollar decision?   
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