A Guide to Claiming

Social Security

A guide to the most important
financial decision you’ll likely make

How old you are when you claim Social Security has a dramatic
effect on the monthly benefits you and, if married, your spouse will
get for the rest of your lives.

This publication covers:
STARTING OUT: Deciding the income you’ll need: starts on page 1
HOW MUCH you can get from Social Security: starts on page 3
ANSWERS to frequently asked questions. such as whether you can still
work and collect benefits and when to claim: starts on page 5
YOUR NEXT STEPS: starts on page 11

Content adapted from The Social Security Claiming Guide, © 2009, by Trustees of Boston
College, Center for Retirement Research. All rights reserved.
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STARTING OUT
Claiming your Social Security: You’re most important financial decision
The later you claim Social Security, the higher your monthly benefit.
As you approach retirement, how long you work and when you claim
will usually have a far greater impact on how much income you’ll have in
retirement than how much you save or how you invest.
Do you need a higher retirement income?
Working longer and retiring later could be the best way to get it.
The power of patience
If you start to collect at:
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You can start collecting at any age between 62 and 70.
If you’d get $1,000 a month at 62, you’d get at least $1,333 at 66 and 		
$1,760 at 70.
How much income will you need in retirement?
There’s no simple answer. But to maintain your standard of living, you
won’t need as much as you currently earn. Because:
• You’ll pay less tax.
• You won’t pay payroll tax on income from Social Security, savings, or
			 employer pensions.
• You won’t pay income tax on all your Social Security benefits.1
• You won’t need to save for retirement.
• The mortgage will probably be paid off (or will be soon).
• The kids will probably be out on their own (or will be soon).
To maintain your standard of living, experts say you’ll need roughly
75% of your current income.
Explanations and citations are on page 12
1

If you’d ge
a month a
you’d get a
$1,333 at
$1,760 at

�          � 
To maintain your standard of living, experts say you’ll
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How retired households spend their income
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p WHERE TO BEGIN

��% Housing (utilities, taxes, upkeep, etc.)
��% Medical expenses
��% Food, clothing, transportation
��% Everything else
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You also need money in reserve for medical emergencies, unexpected
home repairs, and other “rainy day” expenses.
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You get more dollars from Social Security if prices rise, so what you can
buy stays the same.
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You get more dollars from
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Income from other sources is less secure

Employer pensions and private annuities provide a guaranteed
income
for the rest of your life. But they are rarely inflation-proof. If prices
CH YOU CAN
GET
rise 3% a year, in 20 years they’ll buy barely half what they do today.
401(k)s, Individual Retirement Accounts (IRAs), and other
savings can be invested in stocks that could produce high returns, saved
for rainy days, or passed on to your children. But high returns bring
increased risk, and financial shocks are likely over the course of your
retirement. On the other hand, cash in the bank is not inflation-proof.
Work is a key source of income for some retirees. But very few people
work past 70. Social Security may be much more important as you age.
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As the Full Retirement Age rises to 67, beneﬁts claimed
at any age will replace a smaller share of earnings.

Let’s ignore Inflation
Because Social Security benefits rise in line with prices, all examples in
this guide ignore inflation.
You get even more ...
... if working longer raises the average of the highest 35 years of
earnings on which you’ve paid Social Security payroll tax.
For example, let’s say you were 62 in 2005 and had 31 years of
employment, at $40,000 a year.
If you retire and start to collect benefits at 62: the average of your 		
highest 35 years of earnings is: $35,400
Your monthly benefit, based on your average earnings and claiming
age = $1,030
If you work four more years, at $40,000 a year, and retire at 66:
The average of your highest 35 years of earnings is: $40,000
Your monthly benefit, based on your average earnings and claiming
age = $1,500
33% for claiming later +12% more for more earnings = 45% more
overall
More options if you’re married
Special rules that raise the benefits of the lower-earning spouse —
most often the wife — generally make claiming later an attractive option
for married men.
The spousal benefit
If both husband and wife have claimed benefits, each is guaranteed half
what the other would get at the Full Retirement Age (which used to be
65, is now 66, and will be 67).4
• Spousal benefits are reduced up to 35% if claimed before the recipient’s
Full Retirement Age.
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The survivor benefit
Widow(er)s can keep their own benefit or, if they choose, instead claim
a survivor benefit equal to their spouse’s monthly benefit.
• Survivor benefits are available as early as age 60, or age 50 if disabled,
but are reduced up to 28.5% if claimed before the recipient’s Full Retirement Age.5
• Survivor benefits almost always go to widows, as most survivors are
women (wives are generally younger than their husbands and live longer)
and most wives have lower monthly benefits (they generally earn less and
start to collect at younger ages).
Ex-spouses are entitled to these benefits if the marriage
lasted 10 years.6
Widows’ benefits are critical
One in four widows over 65 is poor or near-poor. 7
Husbands can get more for their wives
Most wives will outlive their husband, by about 7 years on
average, and most widows get their husband’s higher monthly benefit in
place of their own.
A husband can increase the monthly benefit his wife gets as
his survivor more than 20% if he claims Social Security at 66, not 62, and
60% if he claims at 70.
Claiming later could be the most effective way a husband can improve
his wife’s long-term financial security.
Answers to frequently asked questions
You can continue to work after you claim
However, Social Security is designed to replace your earnings when you
no longer work. So if you start to collect benefits and continue to work
before you reach your Full Retirement Age, some of your benefits might
be withheld.
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However, Social Security is designed to replace your earnings
when you no longer work. So if you start to collect beneﬁts
and continue to work before you reach your Full Retirement
Age, some of your beneﬁts might be withheld.
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For example, say you start to collect benefits at 62, continue to work,
and only retire for good at 63. If you earn so much that half your monthly
benefits are withheld, at the Full Retirement Age your monthly benefit is
raised to what it would be had you started to collect at 62 and a half.
Benefits are withheld to increase your monthly benefits down the road.
You don’t have to claim when you retire
If you have enough savings when you retire, you have two options.
OPTION 1
• Start collecting right away. That’s what most people do.
OPTION 2
• Delay and, while you wait, use a portion of your savings to live on.
This option will draw down your savings more quickly, but increase the
inflation-proof Social Security benefit you’ll get each month.
Your choice
Do you want a higher monthly benefit OR a bigger pile of
retirement assets?
Should you delay or claim right away?
No one wants to draw down all their savings.
Savings are valuable as a reserve, can be invested in high-yielding assets,
or left as an inheritance. But drawing an income out of your savings, over
an extended period of time in retirement, can be tricky.
So it could make sense to use some of your assets to live on and delay
claiming Social Security:
• If you need to assure you and your spouse a higher basic income for
the rest of your lives.
• If you will still have enough savings for “rainy day” emergencies.
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The choice is whether to use your savings to buy stocks, bonds, CDs,
real estate, some other investment, or, in effect, a higher monthly 		
Social Security benefit.
Yes, you might get less over your lifetime if you claim later
Monthly benefits are set so that lifetime benefits are much the same no
matter when the average person starts to collect.
• If you’re in poor health and unlikely to live as long as the average
person, you’ll probably get less, over your lifetime, the later you claim.
(That’s because you probably won’t get the higher monthly benefit long
enough to make up for starting later.)
• But note: many whose health is poor still outlive the “average person.”
Only 1 in 7 couples lose 15% of lifetime benefits if the high earner starts
at 66, not 62.9
Should you bet that your life will be short?
No one really knows how long they will live.
But if your health is OK, you’ll probably outlive the average person.
If you’re married and both in good health, the odds are even greater
that you or your spouse outlives the average person.
The cost could be quite high if you lose the bet and live “too long.”
If blessed with long life, you might barely scrape by in your 80s.
If you claim early, the odds of “losing big” could be much greater than
the odds of “winning big.”
Don’t start early because Social Security has money problems
Yes, Social Security has money problems. After benefit payments
deplete the program’s Trust Fund, in about 2037, Social Security will only
be able to pay about 78¢ on the dollar.
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Yes, Social Security has money problems. After beneﬁt
payments deplete the program’s Trust Fund, in about 2037,
Social Security will only be able to pay about 78¢ on the dollar.
But chances are something will be done: benefits will be cut
and/or revenues will be raised.10
���%

100% of
beneﬁt
obligations

��
��

p $ from SS Trust Fund
p $ from taxes

��
��
�
����

����

����

����

����

���������
willget
You won’t
�� ���� 1�

����

����

����

����

����

����

more if you claim early
The most prominent proposals to cut benefits:
Beneﬁts will be cut
Raise
thewill
Full Retirement Age. (So those affected would need
and/or
revenues
toraised.
claim later, and collect for a shorter period of time, to get the same
be
monthly benefit.)
Freeze the purchasing power of monthly benefits at current levels.
18 (So
if wages continue to rise, Social Security would replace a smaller
share of the earnings of those affected.)
Cut the benefits of high earners, but protect the benefits of low
earners.
None of these proposals give you more if you claim early. If you are
affected, you’ll get less no matter when you claim.
Nearly all proposals to fix Social Security would also protect those age
55 and older.
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Special rules for some government workers
Social Security is designed to provide a basic retirement income to
workers and their dependents. To achieve this objective and treat all
workers fairly, Social Security:
• Replaces a greater share of the earnings of low-wage workers, as they
spend a greater share of their income on necessities and have less
opportunity to save.
• Provides spousal and survivor benefits to dependent spouses who
earn little or no pension on their own.
• Uses special rules to calculate benefits for workers with a pension
from a job where they did not pay Social Security payroll tax.
The special rules mainly affect: Government workers not covered
by Social Security.
The standard rules don’t work if you have a pension from a job where
you did not pay Social Security payroll tax.
The standard rules determine if you are a low-wage worker based on
the average of your highest 35 years of earnings on which you’ve paid
Social Security payroll tax. But if you had a job where you did not pay
payroll tax, that average is not a good indicator that you need a greater
share of your earnings replaced.
So if you have a pension from that job, special rules (which are complicated!) more or less base your benefits on how many years you paid
payroll tax and your earnings during those years.11
The standard rules determine if you are a dependent spouse based on
the Social Security benefits you’ve earned. But if you have a pension from
a job where you did not pay payroll tax, your Social Security benefits
alone clearly can’t show that you earned little or no pension on your
own.
So the special rules deduct from your spousal and survivor benefits 2/3
of any pension income you’ve earned from a government job where you
did not pay payroll tax.12
To see how these rules affect you, go to the Social Security benefit
estimator at www.socialsecurity.gov/estimator.
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Summing up
Next steps
You can claim Social Security at any age between 62 and 70.
• Social Security is your safety net if at 62 you’re in poor health or can’t
find a job.
• But if you can work, you have critically important options. You might
want to quit and relax. But it’s important to think long term. What’s at
stake is nothing less than the financial well-being of you and your spouse
for the rest of your lives.
Social Security is your security.
You can draw it down or save it up.
The choice is yours.
What you can do now
Estimate how much retirement income you and your spouse
will need and how much of that income needs to be secure.
Target when you would like to retire, considering the effect on
your retirement income and how difficult (or easy) it would be to work
longer. Social Security’s estimator should be a big help: www.socialsecurity.gov/estimator.
Now make a plan that allows you to work to that age. It could
mean learning new skills, taking on a new role at work, and seeing that
your employer, or perhaps a new employer, has plans that allow you to
stay on that long.
The key to any retirement plan is setting a target retirement age,
and having a plan that allows you to work to that age.
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Explanations
For publications cited below and information on topics not covered in
p SUMMING UP
the Guide, go to http://crr.bc.edu/special_projects/claiming.html
1 Your Social Security benefits are not subject to federal income tax if your
“combined income” (adjusted gross income + non-taxable interest + 1/2 your 		
annual benefits) is less than $25,000 ($32,000 if married and filing jointly); 85% 		
Explanations
is taxed if your “combined income” is at least $34,000 ($44,000 if married and 		
filing jointly); and 50% is taxed if your “combined income” is between these two 		
amounts.
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Your Social2005.
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7 Authors’ calculation from the U.S. 2007 Current Population Survey.
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1� Social Security Administration, Windfall Elimination Provision, SSA Publication No. 05-10045.
1� Social Security Administration, Government Pension Offset, SSA Publication No. 05-10007.

6 Benefits paid to an ex-spouse do not reduce your benefits, nor the benefits of
24 a subsequent spouse.
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7 Authors’ calculation from the U.S. 2007 Current Population Survey.
8 The amounts you can earn before Social Security benefits are withheld are 		
updated each year to account for national average wage growth. Also see Social 		
Security Administration, How Work Affects Your Benefits, SSA Publication no. 		
05-10069.
9 One-earner households with average mortality patterns.
10 For a guide to the most prominent proposals for fixing Social Security’s long-		
term financing problem, see The Social Security Fix-It Book, Center for Retirement Research at Boston College, revised 2009 edition.
11 Social Security Administration, Windfall Elimination Provision, SSA Publication 		
no. 05-10045.
12 Social Security Administration, Government Pension Offset, SSA Publication 		
no. 05-10007.

Remember, if you wait,
		
you can raise your Social Security benefit more than 75%!
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