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Social Security benefits are determined not only by the level of wages a worker earns but also by the amount
of wages actually reported by an employer. People of color and women represent a disproportionate share of private
household workers and farm workers, two groups of workers who may be susceptible to employers failing to report
wages fully.1 Failure to report these wages can leave some workers unable to qualify for Social Security benefits.
Even workers who are able to qualify will likely receive lower monthly benefits than if all their earnings had been
reported.
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are supposed to be reported if cash payments (of
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Although Social Security coverage is particularly agricultural labor costs are $2,500 or more annually.
Alternatively, an employer who has less than $2,500 in
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employee equal at least $150 per calendar year.11
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The study also found that about 21% of the
women receiving SSI had worked in private households,
The workers this study examined are now part
compared with only 5% of all Social Security retirees
of the elderly population, and unreported earnings may
aged 65 or older. In addition, the study noted there is
have left them with insufficient quarters of coverage
some evidence that wages earned by household workers
to receive Social Security benefits (or to receive more
often continued to be unreported to Social Security after
than a low level of benefits). The 1994 legislation was
intended to simplify the reporting process for employers, Social Security coverage was extended to these workers.
with the expectation that more employers would
understand and adhere to the reporting requirements
Research Needed on Unreported Earnings
regarding household workers. To date, no study has
Improving Social Security coverage of workers,
been undertaken by the SSA to determine how effective
particularly workers who are least likely to have other
the legislative change has been or to gauge the level of
sources of retirement income, can help to reduce poverty
nonreporting that still exists for domestic workers.
among the elderly. As previously noted, some workers
Information on the level of reporting compliance who are earning the lowest wages and thus are most
for farm workers is even more sparse. Most types
in need of Social Security benefits, such as domestic
of agricultural labor are covered by Social Security,
workers and farm workers, may not be covered by Social
but only if one of two cash-pay tests is met.10 Wages
Security (or may only be minimally covered) because
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their earnings have not been reported. Research is
needed to gain greater understanding of the nature and
magnitude of the problem of unreported earnings.
As part of such a research effort, information is
needed about the effect that the previously mentioned
1994 legislation on employer reporting requirements
has had on the level and nature of nonreporting. The
SSA has developed plans to conduct research on nonreporting but has lacked the funds to explore the issue.
Resources should be allocated to the SSA to
undertake research around two critical questions and
their components:

or her wages and making the payroll tax contributions.
(In other words, the worker would contribute both the
employer and the employee shares of the taxes which
equal 15.3% of the wages earned—12.4% for Social
Security and 2.9% for Medicare Hospital Insurance.17)
This research also should examine ways to reduce
nonreporting, informing workers of their rights, and
informing employers (including the self-employed) of
their responsibilities.
Clearly, there is a cost associated with
conducting this research. This research, however, should
take precedence over other recent proposals that would
incur substantial administrative costs. For instance,
Examine the extent to which which earnings are unre- several bills have been introduced in Congress recently
ported and why.
that would require the SSA to send certificates to current
This research needs to determine the number of
beneficiaries stating that their benefits would not be
people affected, the likely level of earnings not reported, reduced in the future. The Congressional Research
the approximate number of
Service has concluded that
“The study also found that about 21% of such certificates would
employers involved, and
the women receiving SSI had worked in
the poverty rates of those
be no more binding than
with unreported earnings. It private households, compared with only current law. The SSA
5% of all Social Security retirees age 65
must also
determine
Commissioner, Jo Anne
or older.”
the reasons for non-reporting
Barnhart, has testified before
and examine the extent to which workers who have
Congress that sending these certificates may have the
unreported earnings due to their employers’ failure to
undesired effect of alarming workers who do not receive
report are taking advantage of the provision to receive
them, such as workers near retirement.18 Moreover, the
retroactive earnings credits. If a worker can provide
SSA estimates that the cost of mailing even a rather basic
evidence that he or she worked for a specific employer,
type of certificate would be $14 to $16 million.19 A more
14
the SSA will credit the worker for those earnings. A
elaborate certificate could be double the cost.20
signed statement from an employer can serve as evidence
This money could be put to better use. A portion
of past wages paid. Employers need not fear being
of the estimated cost of mailing out certificates could be
penalized for non-reporting, because neither the SSA nor used to conduct research on unreported earnings. This
the Internal Revenue Service attempts to retrieve unpaid research would inform policymakers about the extent of
payroll taxes from the past.15
the problem and the means by which to address it so that
individuals who have worked hard receive the Social
Determine the proportion of domestic workers who should Security coverage they deserve for themselves and their
be classified as self-employed and should pay their own
families.
payroll taxes.
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