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Social Security: Revisiting Benefits for Spouses and Survivors

Summary

Social Security auxiliary benefits were established in 1939 when Congress extended benefits to
the dependents and survivors of workers covered by Social Security. Since 1939, Social Security
auxiliary benefits have been modified by Congress numerous times to change digibility
requirements for spouses, widows, children, and others and to expand dligibility for auxiliary
benefits to new groups of beneficiaries, such as divorcé(e)s, husbands, and widowers.

Auxiliary benefits are paid to the spouse, former spouse, survivar, child, or parent of a Social
Security-covered worker and are equal to a specified percentage of the worker’s basic monthly
benefit amount (subject to a maximum family benefit amount). For example, the spouse of a
retired worker may receive up to 50% of the retired worker’s basic benefit and the widow(er) of a
retired worker may receive up to 100% of the retired worker’s basic benefit.

When auxiliary benefits werefirst established, most househol ds consisted of a single earner—
usually the husband—and a wife who cared for children and remained out of the paid workforce.
As aresult, benefits for non-working spouses were structured to be relatively generous. A woman
who was never employed but is married to a man with high Social Security-covered wages may
receive a Social Security spousal benefit that is higher than the retirement benefit received by a
single woman, or awoman who was married less than 10 years, who worked a full career in a
low-wage job.

In recent decades, this household structure has changed in part because women have entered the
workforcein increasing numbers. The labor force participation rate of women with children under
the age of 18 increased from 47% in 1975 to 71% in 2008. As a result, many women now qualify
for Social Security benefits based on their own work records. In some cases, under the current
benefit structure, atwo-earner household may receive lower total Social Security benefits than a
single-earner household with identical total Social Security-covered earnings. Women are,
however, more likely than men to take breaks in employment to care for family members, which
can result in fewer years of contributions to Social Security and employer-sponsored pension
plans.

Another change since 1939 has been an increase in the number of men and women who remain
single or who have divorced. Persons who have never married, or who were married for less than
10 years, do not qualify for Social Security spousal or survivor benefits under current law.

Proposals to modify the Social Security auxiliary benefit structure are generally motivated by
desire to improve equity for families, or adequacy for certain beneficiaries, rather than by the
financial status of the Social Security system. For example, some proposals address the adequacy
of benefits for certain groups of beneficiaries such as ederly and widowed women. Although
Social Security plays animportant rolein the retirement security of aged women, about 17% of
divorced Social Security beneficiaries and 23% of never-married female Social Security
beneficiaries have total incomes below the official poverty line.

This report describes the current-law structure of auxiliary benefits for spouses, divorced spouses
and surviving spouses. It also discusses some of the issues concerning the adequacy and equity of
the current-law structure of auxiliary benefits, and presents some recent proposals.
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Introduction

Social Security provides benefits, sometimes called “auxiliary benefits’ or “dependents
benefits,” to the spouses, former spouses, widow(er)s, children, and parents of retired, disabled,
and deceased workers. Auxiliary benefits are based on the work record of the household’s
primary earner.

Social Security spousal benefits (i.e., benefits for a wife or husband of the primary earner) are
payable to the spouse or divorced spouse of aretired or disabled worker. Social Security survivor
benefits are payable to the survivors of a deceased worker as a widow(er), asa child, asa mother
or father of the deceased worker’s child(ren), or as a parent of the deceased worker. Although
Social Security is often viewed as a program that primarily provides benefits to retired and
disabled workers, 39% of new benefit awards in 2008 were made to the dependents and survivors
of retired, disabled, and deceased workers.*

Spousal and survivor benefits play an important role in ensuring women'’s retirement security.
About 20.7 million women aged 65 and older receive Social Security benefits, including 8.9
million women who receive retired-worker benefits, 2.5 million women who are entitled solely as
the spouse of aretired worker, 3.6 million women who are dually entitled as the survivor of a
deceased worker, and 6.1 million women who are dually entitled to aretired-worker benefit and a
spouse or survivor benefit (for more information on dually entitled beneficiaries, see“Dually
Entitled Beneficiaries” below).? For almost 60% of elderly women in beneficiary families, Social
Security provided 50% or more of family income in 2008. For about 29% of dderly women in
beneficiary families, Social Security provided 90% or more of family incomein 2008.°

Women, however, continue to be vulnerable to poverty in old age for several reasons.

e \Women are more likely to take employment breaks to care for children or
parents. During 2008, 91% of men and 76% of women aged 25-54 participated in
the labor force.* Breaks in employment result in fewer years of contributions to
Social Security and employer-sponsored pension plans.

e The median earnings of women who are full-time wage and salary workers is
80% of their male counterparts.” Because Social Security and pension benefits

! Socid Security Administration, Fast Facts & Figures About Social Security, 2009, Washington, DC, July 2009, p.
12, http://www.social security.gov/palicy.

2 Social Security Administration, 2010 Annual Statistical Supplement (Washington, DC 2010), table 5.A15.
3 Social Security Administration, Income of the Aged Chartbook (Washington, DC 2008), p. 25.

4 CRS Report RL30122, Pension Sponsorship and Participation: Summary of Recent Trends, by John J. Topoleski,
Table 1. Among workers between the ages of 25 and 64 who were employed in the private sector full-time and year-
round in 2008, women were dightly more likely than men (60.1% of women compared to 58.3% of men) to work for a
firm that sponsored aretirement plan, and about equaly as likely as men to participate in the employer-sponsored
pension plan (about 51% of both genders participated in the employer-sponsored retirement plan).

S Bureau of Labor Statistics, U.S. Department of Labor, Highlights of Women’s Earnings in 2009, Washington, DC,
June 2010, http://www.bls.gov/cps/cpswom?2009.pdf. If the population were ranked from lowest to highest based on
earnings level, the earnings leve at the middle of the distribution would be the median value. At most half of the
population would have earnings less than the median value, and a most haf of the population would have earnings
greater than the median value.
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are linked to earnings, this “earnings gap” can lead to lower benefit amounts for
women than for men.

e \Women on average live longer than men. Women reaching the age of 65 in 2008
arelikely to live another 19.3 years, on average, compared with another 16.9
years for men.® As a consequence, women spend longer in retirement and are
more vulnerableto inflation and the risk of outliving other assets. Thereal value
of pension benefits declines with age as pensions generally are not adjusted for
inflation, and some pensions cease with the death of the retired worker.

e About 8% of women aged 50-59, and about 4% of women aged 60-69, have
never married and therefore do not qualify for Social Security spousal or survivor
benefits.”

e About 6% of women aged 50-59, about 18% of women aged 60-69, and about
52% of women aged 70 and older are currently widowed. By comparison, about
1% of men aged 50-59, about 4% of men aged 60-69, and about 19% of men
aged 70 and older are widowed.?

Spousal and survivor benefits were added to the Social Security system in 1939. At that time, the
majority of households consisted of a single earner—generally the husband—and a wife who was
not in the paid workforce but instead stayed home to care for children. In recent decades, women
have increasingly assumed roles as equal or primary wage earners or as heads of families.

Another development over recent decades has been that increasing numbers of men and women
remain single or are divorced. Social Security spousal and aged survivor benefits are not available
to persons who have never married. Some argue that the unavailability of spousal and survivor
benefits for women who have never been married, or who were married for less than 10 years,
may be particularly problematic for minority and poor women.®

The current benefit structure can result in situations where a two-earner household receives lower
combined Social Security benefits than a single-earner household with identical total Social
Security-covered earnings. Moreover, after the death of one spouse, the disparity in benefits may
increase: in a one-earner couple, the surviving spouse receives two-thirds of what the couple
received on a combined basis, whilein some two-earner couples with roughly equal earnings, the
surviving spouse receives roughly one-half of what the couple received on a combined basis.

This report presents the current-law structure of auxiliary benefits for spouses, divorced spouses,
and surviving spouses. It discusses some issues concerning the adequacy and equity of current-
law spousal and widow(er)’s benefits, as well as some of the proposed changes.

® Social Security Administration, The 2009 Annua Report of the Board of Trustees of the Federal Old-Age and
Survivors Insurance and Federd Disability Insurance Trust Funds, Washington, DC, 2009, Table V.A3,
http://www.ssa.gov/OACT/TR/2009/1r5a3.html .

7 U.S. Census Bureau, Number, Timing and Duration of Marriages and Divorces: 2004 , Washington, DC, 2007,
Table 3, http://www.census.gov/popul ation/www/socdemo/marr-div/2004detailed_tables.html.

8 Ibid.

® Madonna Harrington Meyer, Douglas A. Wolf, and Christine L. Himes, Linking Benefits to Marital Satus; Raceand
Diminishing Access to Social Security Soouse and Widow Benefitsin the U.S, Center for Retirement Research, Boston
College, CRR WP 2004-5, Boston, MA, March 2004. See dso Christopher R. Tamborini, Howard lams, and Kevin

Whitman, “Marital History, Race and Socid Security: Spouse and Widow Benefit Eligibility in the United States,”
Research on Aging, vol. 31, no. 5 (2009), pp. 577-605.
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Origins of Social Security Auxiliary Benefits

The original Social Security Act of 1935 established a system of Old-Age Insurance to provide
benefits to individuals who were aged 65 or older and who had “earned” retirement benefits
through work in jobs covered by the system. Before the Old-Age Insurance program was in full
operation, the Social Security Amendments of 1939™ extended monthly benefits to workers
dependegts and survivors. The program now provided Old-Age and Survivors Insurance
(OASI).

The 1939 amendments established benefits for the following dependents and survivors: (1) awife
aged 65 or older; (2) a child under the age of 18; (3) a widowed mother of any age caring for an
eligible child; (4) awidow aged 65 or older; and (5) a surviving dependent parent aged 65 or
older.

The 1938 Social Security Advisory Council, in its report to the Social Security Board and the
Senate Finance Committee, justified creating spousal benefits on the grounds of the adequacy of
household benefits:

The inadequacy of the benefits payable during the early years of the old-age insurance
program ismore marked where the benefits must support not only the annuitant himself but
also hiswife. In 1930, 63.8 per cent of men aged 65 and over were married. Payment of
supplementary allowances to annuitants who have wives over 65 will increase the average
benefit in such amanner as to meet the greatest social need with the minimum increase in
cost. The Council believesthat an additional 50 percent of the basi c annuity would congtitute
areasonable provision for the support of the annuitant’s wife.*®

The Social Security Board concurred in its own report, which it wrote based on the Council’s
report. The Board also found that benefit adequacy was the primary justification for spousal
benefits:

The Board suggeststhat a supplementary benefit be paid for the aged dependent wife of the
retired worker which would berelated to his ol d-age benefit. Such a plan woul d takeaccount
of greater presumptive need of the married couple without requiring investigation of
individual need.**

Since 1939, auxiliary benefits have been modified by Congress many times, including the
expansion of benefits to husbands, widowers, and divorced spouses. The legislative history of
auxiliary benefitsis outlined in detail in Appendix A.

Vp). 271, 74" Congress.
L p L. 379, 76" Congress.
12 Congress later established the Disability Insurance (DI) program in 1956.

13 Social Security Administration, Report of the 1938 Advisory Council on Social Security,
http://www.soci al security.gov/hi story/reports/38advise.html.

14 Social Security Board, A Report to the President and to the Congress of the United States, Washington, DC,
December 30, 1938, http://www.social security.gov/history/reports/38sshadvise.html .
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Auxiliary Benefits Eligibility and Determination

Auxiliary Benefits are Based on a Primary Earner’s Benefits

Auxiliary benefits for a spouse, survivor, or other dependent are based on the benefit amount
received by a primary earner (an insured worker). The primary earner may receive a Social
Security retirement or disability benefit. Social Security retirement benefits are based on the
average of aworker’s highest 35 years of earnings. A worker’s basic monthly benefit amount
(primary insurance amount or PIA) is computed by applying the Social Security benefit formula
to the worker’s career-average, wage-indexed earnings. The benefit formula replaces a higher
percentage of the pre-retirement earnings of workers with low career-average earnings than for
workers with high career-average earnings.

The primary earner’s initial monthly benefit is equal to his or her PIA if benefits are claimed at or
after full retirement age (FRA, currently rising from age 65 to age 67). A worker’s initial monthly
benefit will be less than his or her PIA if the worker begins receiving benefits before FRA, and it
will be greater than his or her PIA if the worker begins receiving benefits after FRA. The purpose
of the actuarial adjustment to benefits claimed before or after FRA is to ensure that the worker
receives roughly the sametotal lifetime benefits regardless of when he or she claims benefits
(assuming he or shelives to average life expectancy). For a detailed explanation of the Social
Security retired worker benefit computation, the actuarial adjustment to benefits claimed before
or after FRA and other benefit adjustments that may apply, see Appendix B.

Auxiliary benefits are paid to the spouse, former spouse, survivaor, child, or parent of the primary
earner.” Auxiliary benefits are determined as a percentage of the primary earner’s PIA, subject to
a maximum family benefit amount. For example, the spouse of aretired or disabled worker may
receive up to 50% of the worker’s PIA, and the widow(er) of a deceased worker may receive up
to 100% of the worker’'s PIA. As with benefits paid to the primary earner, auxiliary benefits are
subject to adjustments based on age at entitlement and other factors. A basic description of
auxiliary benefits is provided in the following sections, with more detailed information provided
in Appendix C.

Currently Married or Separated Spouses of Retired or Disabled
Workers

Social Security provides a spousal benefit that is equal to 50% of aretired or disabled worker’s
PIA.™ A qualifying spouse must be at least 62 years old or have a qualifying child (a child who is
under the age of 16 or who receives Social Security disability benefits) in his or her care. A
qualifying spouse may be either married to or separated from the worker. An individual must have
been married to the worker for at least one year before he or she applies for spousal benefits, with

15 Benefits for the dependent children and parents of an insured worker are not discussed in this report.

18 As noted above, aretired worker’s own monthly benefit may be higher or lower than his or her PIA. A disabled
worker’s benefit is equal to his or her PIA.
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certain exceptions. In addition, the worker must be entitled to (generally, collecting) benefits for
an eligible spouse to become entitled to benefits."’

If a spouse claims benefits before FRA, his or her benefits are reduced to take into account the
longer expected period of benefit receipt. Anindividual who is entitled to a Social Security
benefit based on his or her own work record and to a spousal benefit in effect receives the higher
of the two benefits (see “ Dually Entitled Beneficiaries’ below).

Widows and Widowers’ Survivor Benefits

Under current law, surviving spouses (including divorced surviving spouses) may be eligiblefor
aged widow(er)’s benefits beginning at the age of 60. If the surviving spouse receives Social
Security disability benefits and meets certain other conditions, survivor benefits are available
beginning at the age of 50. The aged widow(er)’s basic benefit is equal to 100% of the deceased
worker’s PIA.

A qualifying widow(er) must have been married to the deceased worker for at least nine months™®
and must not have remarried before the age of 60 (or before age 50 if disabled). Widow(er)s who
remarry after the age of 60 (or after age 50 if disabled) may become entitled to benefits based on
the prior deceased spouse’s work record. (Widow(er)s who are caring for children under the age
of 16 or disabled may receive survivor benefits at any age and do not have to meet the length of
marriage requirement—see “ Mother’s and Father’s Benefits’ below.) Survivor benefits are not
available to unmarried women, although they may be available to the natural mother or father of a
deceased worker’s biological child.

If an aged widow(er) claims survivor benefits before FRA, his or her monthly benefit is reduced
(up to amaximum of 28.5%) to take into account the longer expected period of benefit receipt. In
addition, survivor benefits may be affected by the deceased worker’s decision to claim benefits
before FRA under the widow(er)’s limit provision (see Appendix C). As with spouses of retired
or disabled workers, a surviving spouse who is entitled to a Social Security benefit based on his
or her own work record and a widow(er)’'s benefit receives in effect the higher of the two benefits
(see”Dually Entitled Beneficiaries” below).

Mother’s and Father’s Benefits

Social Security provides benefits to a surviving spouse or divorced surviving spouse of any age
who is caring for the deceased worker’s child, when that child is either under the age of 16 or
disabled. Mother’s and father’s benefits are equal to 75% of the deceased worker’s PIA, subject
to a maximum family benefit. There are no length of marriage requirements for mother’s and
father’s benefits, whether the beneficiary was married to, separated from or divorced from the
deceased worker; however, remarriage generally ends entitlement to mother’s and father’s
benefits.

7 As discussed below, different rules may apply in the case of a divorced spouse.
18 Exceptions are provided in some cases such as accidental death or death in the line of duty.
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Divorcé(e)s” Spousal and Survivor Benefits

Spousal benefits are available to a divorced spouse beginning at the age of 62, if the marriage
lasted at least 10 years before the divorce became final and the person claiming spousal benefits
is currently unmarried.”® A divorced spouse who is younger than 62 years old is not eligible for
spousal benefits even with an entitled child in his or her care. Survivor benefits are available to a
divorced surviving spouse beginning at the age of 60 (or beginning at age 50 if disabled) if the
divorced surviving spouse has not remarried before the age of 60 (or before age 50 if disabled), or
if the surviving divorced spouse has an entitled child in his or her care.

Divorced spouses who are entitled to benefits receive the same spousal and survivor benefits as
married or separated persons. If a divorced spouse claims benefits before FRA, his or her benefits
are reduced to take into account the longer expected period of benefit receipt. In addition, a
divorced spouse who is entitled to a Social Security benefit based on his or her own work record
and a spousal or survivor benefit receives in effect the higher of the two benefits (see“Dually
Entitled Beneficiaries” below).

Data on Duration of Marriages

A divorced person who was married to a primary earner for less than 10 years does not qualify for
spousal benefits on that spouse's record (although he or she may qualify for benefits based on his
or her own record or on another spouse’s record).” First marriages that end in divorce last about
eight years, on average.”! Table 1 shows that first marriages occurring from 1955 to 1959 |asted
longer than those occurring in subsequent decades. About 87% of women who married for the
first time during the late 1950s stayed married for 10 years or longer; however, since the late
1970s, only about 70% of women’s first marriages have lasted for at least 10 years (with the
exception of a dlight increase in marriage duration rates during the late 1980s). According to the
same source, about 24% of women aged 45 in 2004 had been married two or moreti mes.?

19 As noted previously, generaly the worker must have claimed benefits for an eligible spouse to become entitled to
benefits. An eligible divorced spouse, however, may become independently entitled to benefits if the worker is eligible
for (but has not yet claimed) benefits and the couple has been divorced for at least 2 years. (Social Security
Administration, Program Operations Manual System (POMS), Section RS 00202.001 (Spouse),
http://policy.ssa.gov/poms.nsf/links/0300202001) If a person has more than one former spouse, he or sheisentitled to a
spousa benefit based on the earnings record of the highest-earning spouse.

% As noted above, a divorced surviving spouse may qualify for mother's or father’ s benefits regardless of the length of
marriage to the primary earner.

2L U.S. Census Bureau, Number, Timing, and Duration of Marriages and Divorces: 2004, Washington, DC, February
2005, Table 6, http://www.census.gov/popul ati on/wwwi/socdemo/marr-div/2004detailed_tables.html.

2 J.S. Census Bureau, Number, Timing and Duration of Marriages and Divorces: 2004, Washington, DC, Tables 1, 2
and 6, http://www.census.gov/popul ati on/www/socdemo/marr-div/2004detailed _tables.html.
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Table |. Percentage Reaching |10th Marriage Anniversary, by Marriage Cohort and
Sex, for First and Second Marriages

First Marriages Second Marriages
Year of Marriage
Male Female Male Female
1955-1959 88.3% 86.8% X X
1960-1964 85.0 82.3 X X
1965-1969 76.9 749 X X
1970-1974 744 71.6 X X
1975-1979 73.0 70.0 74.9% 72.1%
1980-1984 737 70.7 75.0 71.6
1985-1989 76.4 73.0 70.3 66.8
1990-1994 70.0 69.2 68.0 64.3

Source: U.S. Census Bureau, Number, Timing and Duration of Marriages and Divorces: 2004, Washington, DC,
Table 2, http://www.census.gov/population/www/socdemo/marr-div/2004detailed_tables.html.

Other data suggest that, for men and women aged 15 to 44 in 2002, the probability of afirst
marriage lasting 10 years or longer was 65%. The remaining one-third of first marriages ended in
divorce or separation before reaching the 10" anniversary. The probability that a first marriage
would remain intact for at least 10 years was 68%, 51%, and 64% for Hispanic, Black, and White
womelzwg, respectively. Among women aged 40 to 44 in 2002, 27% had been married two or more
times.

Dually Entitled Beneficiaries

A person may qualify for a spousal or survivor benefit aswell asfor a Social Security benefit
based on his or her own work record (aretired-worker benefit). In such cases, the person in effect
receives the higher of the worker benefit and the spousal/survivor benefit. When the person’s
retired-worker benefit is higher than the spousal/survivor benefit to which he or she would be
entitled, the person receives only the retired-worker benefit. Conversely, when the person’s
retired-worker benefit is lower than the spousal/survivor benefit, the person is referred to as
“dually entitled” and receives the retired-worker benefit plus a spousal/survivor benefit that is
equal to the difference between the retired-worker benefit and the full spousal/survivor benefit. In
essence, the person receives atotal benefit amount equal to the higher spousal benefit.

Women have increasingly become entitled to Social Security benefits based on their own work
records, either asretired-worker beneficiaries only or as dually entitled beneficiaries. As shownin
Figure 1, the percentage of women aged 62 or older entitled to benefits based on their own work
records—as retired workers or as dually-entitled beneficiaries—grew from 43% in 1960 to 73%
in 2009. Most of this growth was in the percentage of dually-entitled beneficiaries, however. The
percentage of women aged 62 or older entitled to benefits based solely on their own work records

B Us Department of Health and Human Services, Centers for Disease Control and Prevention, Nationa Center for
Health Statigtics, Marriage and Cohabitation in the United States: A Satistical Portrait Based on Cycle 6 (2002) of the
National Survey of Family Growth, Series 23, Number 28, Washington, DC, February 2010, Figures 6 and 14 and
Tables 9 and 16, available at http://www.cdc.gov/nchs/data/series/sr_23/sr23_028.pdf.
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fluctuated in a range between 39% and 45% between 1960 and 2009. In 2009, 54% of women
aged 62 or older relied to some extent on benefits received as a spouse or survivor: half (27%) of
spouse and survivor beneficiaries were dually entitled, whereas the other half received spouse or
survivor benefits only.

Figure 1. Basis of Entitlement for Women Aged 62 or Older,
1960-2008, Selected Years

100%
90% -
80% -

Dependents Only

70% -
60%

50% Dual Entitlement

Percent

40% -
30%
20%
10%

0%
1960 1970 1980 1990 2000 2009

Source: U.S. Social Security Administration, Annual Statistical Supplement, 2010, Washington, DC, table 5.Al4,
http://www.ssa.gov/policy/docs/statcomps/supplement/2010/5a.html#table5.A 1 4.

As shown in Table 2, among wives who are dually-entitled spousal beneficiaries in December
2009, theretired-worker benefit accounted for 68% of the combined monthly benefit (the retired-
worker benefit with a top-up provided by the spousal benefit) and the spousal benefit accounted
for 32% of the combined monthly benefit, on average. Among widows who are dually entitled
survivor beneficiaries, the retired-worker benefit and the widow(er)’s benefit each accounted for
about half of the combined monthly benefit, on average.®

Many more women than men are dually entitled to retired-worker benefits and spousal or
widow(er)’s benefits. As shown in the table, in December 2009, about 6.4 million women and
147,000 men were dually-entitled to benefits.

% U.S Socid Security Administration, Annual Satistical Supplement, 2009, Washington, DC, table 5.G4,
http://www.soci al security.gov/poli cy/docs/ statcomps/suppl ement/2009/5g. html#tabl €5.g4. The percentages reported
here may differ dightly from the percentages represented in the table due to rounding.

% U.S Socid Security Administration, Annual Satistical Supplement, 2009, Washington, DC, table 5.G2,
http://www.soci al security.gov/poli cy/docs/statcomps/suppl ement/2009/5g. htmi #tabl €5.g2.
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Table 2.Average Benefit Levels Among Retired Workers
With Dual Entitlement, December 2009

Average Monthly Benefit:

Reduced
Combined Retired-Worker Secondary

Type of Secondary Benefit Number Benefit Benefit Benefit
Spouses 2,862,295 $714 $483 $231
Wives of Retired & Disabled 2,822,655 $715 $483 $232
Workers
Husbands of Retired & 39,640 $657 $488 $169
Disabled Workers
Widow(er)s 3,726,296 $1,293 $654 $639
Widows 3,619,057 $1,295 $646 $649
Widowers 107,239 $1,219 $915 $304

Source: U.S. Social Security Administration, Annual Statistical Supplement, 2010, Washington, DC, table 5.G3,
http://www.socialsecurity.gov/policy/docs/statcomps/supplement/20 1 0/5g.html#table5.g3.

Labor Force Participation of Women

In 1970, about 43% of women aged 16 or older participated in the labor force, compared with
about 80% of men aged 16 or older. By 2008, about 60% of women aged 16 or older participated
in the labor force, compared with 73% of men in the same age group. ® Theincrease in labor
force participation among women since 1970 has led to an increase in the number of women who
qualify for Social Security benefits based on their own work records.

Labor Force Participation of Women with Children

In 2009, the United States had an estimated 5.3 million parents who stayed at hometo carefor
children. Thisincluded 5.1 million mothers and 158,000 fathers. Although these figures may
reflect economic conditions, the number of stay-at-home mothers was lower in 2009 than in 2008,
and the number of stay-at-home fathers was about the same.”’

Women with children under the age of 18 have increasingly entered the labor force in recent
decades, as shown in Figure 2. The labor force participation rate of women with children under
the age of 18 increased from 47% to a peak of 73% in 2000. By 2004, the rate had receded to
71% and has remained at that level through 2008. The labor force participation rate of women
with children aged 6 to 17 (none younger) rose 23 percentage points over this period, from 55%
in 1975 to 78% in 2008. The labor force participation rate of women with children under the age
of 6 increased 25 percentage points over this period, from 39% in 1975 to 64% in 2008. In
general, women with children aged 6-17 are more likely to participate in the labor force (78%)

% Byreau of Labor Statistics, Women in the Labor Force: A Databook, Washi ngton, DC, September 2009, table 2,
http://www.bls.gov/cps/wli ftable2.htm.

"' U.S. Census Bureau, Census Bureau Reports Families With Children Increasingly Face Unemployment, Washington,
DC, January 15, 2010, http://www.census.gov/Press-Rel ease/wwwirel eases/ar chives/families_househol ds/014540.htm.
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than women with children under the age of 6 (64%) or under the age of 3 (60%). In addition,
unmarried mothers are more likely to participate in the labor force (76%) than married mothers
(69%).%

Figure 2. Labor Force Participation Rate of Women with Children, 1975 to 2008
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Source: http://stats.bls.gov/cps/wif-databook-2009.pdf., Table 7.

Women with children have fewer years of paid work, on average. By the age of 50, women
without children who were born between 1948 and 1958 (i.e., aged 52-62 in 2010) had worked on
average about two years less than men overall (i.e.,, men with and without children). For a woman
with two children, however, the gap at the age of 50 was about 6.5 years |ess than the average
man with or without children. By the age of 50, African American women (with and without
children)zglave worked, on average, about two years more than other women with and without
children.

For many women, caregiving is also likely to lead to part-time work. Women are more likely than
men to work part time (i.e., less than 35 hours per week in a sole or principal job). In 2009, 26%

% .S, Department of Labor, Women in the Labor Force: A Databook, Washington, DC, September 2009, Tables 6 and
7, http://stats.bl s.gov/ cpsiwlf-databook-2009. pdf.

® MélissaM. Favreault and C. Eugene Steuerle, The Implications of Career Lengths for Social Security, The Urban
Institute, Discussion Paper 08-03, Washington, DC, 2008, http://www.urban.org/Upl oadedPDF/
411646 _careerlengths.pdf.
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of women in wage and salary jobs worked part time, compared to 16% of men. These proportions
have changed little over time.®

In 2009, about 71% of mothers worked or were actively searching for work. About two-thirds of
mothers who worked in 2009 werein a dual-earner family. The remaining third were the sole job-
holders in their family, either because their spouses were unemployed or out of the labor force, or
because these mothers were heads of household.®

Women with more education and women in later birth cohorts are also likely to have longer
employment histories than other women.* In 2008, women accounted for more than half of all
workers within several industry sectors: financial activities (women constituted 54.8% of
employees in this sector), education and health services (75.2%), and | eisure and hospitality
(51.5%). However, women were under-represented (relative to their share of total employment) in
agriculture (23.9%), mining (12.9%), construction (9.7%), manufacturing (29.3%), and
transportation and utilities (23.1%).%

Earnings Gap

Another reason why women receive lower retired-worker benefits than men is that women who
were full-time wage and salary workers had median® weekly earnings of $657, or about 80% of
the $819 median for their male counterparts.® The women’s-to-men’s earnings ratio was about
62% in 1979. It increased gradually during the 1980s and 1990s and peaked at 81% in 2005 and
2006.

In 2009, the earnings gap between women and men varied among age groups (see Table 3).
Among full-time workers, women aged 16-24 earned 93% as much as men; women aged 25-34
earned about 89% as much as men; and women aged 55-64 earned about 75% as much as men.

% Bureau of Labor Statistics, U.S. Department of Labor, Highlights of Women’s Earnings in 2009, Washington, DC,
June 2010, page 3, http://www.bls.gov/cps/cpswom2009.pdf.

3L U.S. Congress, Joint Economic Committee, Under standing the Economy: Working Mothersin the Great Recession,
committee print, prepared by the Committee's mgjority staff, 111" Cong., May 2010.

% MédissaM. Favreault and C. Eugene Steuerle, The Implications of Career Lengths for Social Security, The Urban
Institute, Discussion Paper 08-03, Washington, DC, 2008, http://www.urban.org/Upl oadedPDF/

411646 _careerlengths.pdf.

BU.s Department of Labor, Women in the Labor Force: A Databook, Washington, DC, September 2009, Table 14,
http://stats.bls.gov/cps/wif-databook-2009. pdfve.

3 the popul ation were ranked from lowest to highest based on earnings level, the earnings level at the middle of the
distribution would be the median val ue.

% Bureau of Labor Statistics, U.S. Department of Labor, Highlights of Women's Earnings in 2009, Washington, DC,
June 2010, page 1, http://www.bls.gov/cps/cpswom?2009.pdf.
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Table 3.Women'’s Earnings as a Percent of Men’s Earnings, 1979 and 2009

Age Women’s Earnings as a Percent of Women's Earnings as a Percent of

Men's, 1979 Men's, 2009

Total, |6 years and older 62.3% 80.2%
16 to 24 years 78.6% 92.6%

16 to 19 years 85.2% 90.7%

20 to 24 years 76.3% 92.9%
Total, 25 years and older 62.1% 78.7%
25 to 34 years 67.5% 88.7%

35 to 44 years 58.3% 77.4%

45 to 54 years 56.8% 73.6%

55 to 64 years 60.6% 75.3%

65 years and older 77.6% 76.1%

Source: Bureau of Labor Statistics, U.S. Department of Labor, Highlights of Women's Earnings in 2009,
Washington, DC, June 2010, Table 12, http://www.bls.gov/cps/cpswom2009.pdf

Note: Ratios are for men and women who are full-time wage and salary earners with median earnings.

Over time, the earnings gap between women and men has narrowed for most age groups. For
example, among full-time workers aged 25-34, the women's-to-men'’s earnings ratio increased
from 68% in 1979 to 89% in 2009. For workers aged 35-44, the earnings ratio increased from
58% in 1979 to 77% in 2009. Similarly, for workers aged 45-54, the earnings ratio increased from
57% in 1979 to 74% in 2009.

Comparing the annual earnings of women and men may understate differences in total earnings
across longer time periods. Using a 15-year timeframe (1983-1998), one study found that women
in the prime working years of 26 to 59 had total earnings over the 15-year period that were 38%
of what prime-age men earned, in total, over the same period.®

Aswomen enter the work force in greater numbers, more women will qualify for Social Security
benefits based on their own work records, instead of a spousal benefit that is equal to 50% of the
husband’'s PIA. However, retired-worker and disabled-worker benefits for women continueto be
lower than those for men on average for arange of reasons, as discussed above. Consequently,
after the death of a husband, the survivor’s benefit, which is equal to 100% of the husband’'s PIA,
will continue to play an important role in the financial well-being of widows.

% Stephen J. Rose and Heidi |. Hartmann, Sill aMan's Labor Market: The Long-Term Earnings Gap, Institute for
Women's Policy Research, Washington, DC, 2004, http://www.iwpr.org/pdf/C355.pdf.
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Adequacy and Equity Issues

Adequacy Issues

Social Security is a key component of total retirement income for both men and women. Figure 3
shows the extent to which men and women of different marital statusrely on Social Security
benefits. The height of the columns represents the average proportion of each subgroup that relies
on Social Security for 50% or more (hatched bars), 90% or more (light bars), or 100% (dark bars)
of their total retirement income.

Figure 3. Relative Importance of Social Security to Total Retirement Income for
Persons Aged 65 or Older in 2006
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Source: Social Security Administration, Income of the Population 55 or Older, 2006, Washington, DC, January
2009, Table 8.B3, http://www.ssa.gov/policy/docs/statcomps/income_pop55/2006/sect08.html#table8.b3.

Cutting this data a different way (not shown in Figure 3), among men aged 65 or older in 2006
who relied on Social Security benefits for 100% of their retirement income: 8.7% were married,
14.2% were widowed, 18.7% were divorced, and 21.1% were never married. Among women
aged 65 or older in 2006 who relied on Social Security benefits for 100% of their retirement
income: 9.6% were married, 19.5% were widowed, 17.5% were divorced, and 13.4% were never
married.
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Social Security is credited with keeping many of the nation’s ederly out of poverty. However, in
2006, 7.5% of Social Security beneficiaries aged 65 or older were below the poverty line.

Figure 4 highlights the differences in poverty status among men and women aged 65 or older
who receive Social Security benefits, after Social Security is combined with other sources of
income such as earnings from work, pensions, income from assets and cash public assistance.®
The datain the figure are for 2006. In 2006, the poverty threshold for a single person aged 65 or
older Wa§9$9,669 and for amarried couple with at least one member aged 65 or older it was
$12,186.

Figure 4. Poverty Status of Social Security Beneficiaries Aged 65 or Older in 2006 by
Gender and Marital Status
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Source: Social Security Administration, Income of the Population 55 or Older, 2006, Washington, DC, January
2009, Table |1.3, http://www.ssa.gov/policy/docs/statcomps/income_pop55/2006/sect! | .html#tablel |.3.

Figure 4 shows that non-married women—including widowed, divorced and never-married
women—are more likely to bein poverty than their male counterparts. Particularly vulnerable
among women are divorced beneficiaries and the never-married. Among women, about 17% of
divorced Social Security beneficiaries and 23% of never-married Social Security beneficiaries
have total incomes below the official poverty line. Research using data from the early 1990s
found that divorced beneficiaries have unusually high incidence of both serious health problems

37 Social Securi ty Administration, Income of the Population 55 or Older, 2006, Washington, DC, January 2009, Table
11.1, http://www.ssa.gov/policy/docs/statcomps/income_pop55/2006/sect11.html#tablell.1.

% |n 2009, the poverty threshold for a single person aged 65 or older was $10,289, and for amarried couple with at
least one member aged 65 or older it was $12,968. U.S. Census Bureau, Poverty Thresholds for 2009 by Size of Family
and Number of Related Children Under 18 Y ears, http://www.census.gov/ hhes/iwww/poverty/threshl d/thresh09.htm.

% U.S. Census Bureau, Poverty Threshol ds 2008, http://www.census.gov/hheswww3.poverty/threshl d/thresh06.html.
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and poverty.” Poverty rates are also high among never-married women, and in particular among
never-married minority women.*

The poverty rate among widows receiving Social Security and other income fell from 41%in
1967 to 13% in 2008. By comparison, the poverty rate among widows who do not receive Social
Security fell from 40% in 1967 to 33% in 2008. The drop in the poverty rate among widows who
receive Social Security could be attributed in part to congressional action in 1972 to raise the
benefit rate for widows to the current-law rate of 100% of the deceased worker’s benefit (in 1967,
2 out of every 5 widows aged 65 or older who were receiving Social Security had income below
the poverty line, but by 1973 the poverty rate among this group had fallen to just over 23%).
Disabled widows remain at particular risk for poverty, however. About 39% of disabled widows
who are eligible for Social Security and 59% of disabled widows who are not digible for Social
Security have total income below the poverty line.”

Thereasons for the disparity in poverty rates among elderly men and women relatein part to
women'’s lower lifetime earnings, which affect Social Security benefits and pensions. In addition,
women live two to three years longer than men on average, making them more likely to exhaust
retirement savings and other assets before death. If the deceased husband was receiving a
pension, the widow’s benefit may be significantly reduced, or the pension may cease with the
husband’s death, depending on whether the couple had a joint and survivor annuity and how the
joint and survivor annuity was structured. Elderly widows also may be at risk if assets are
depleted by health-related expenses prior to the death of a spouse.

Equity Issues

Although Social Security provides essential income support to non-working spouses and widows,
the current-law spousal benefit structure can lead to a variety of incongruous benefit patterns that
have been documented in the literature. ™ For example, awoman who was never employed but is
married to a man with high Social Security-covered wages may receive a Social Security spousal
benefit that is higher than the retirement benefit received by a single woman, or a woman who
was married less than 10 years, who worked a full career in alow-wage job.

The current system also provides proportionately more benefits relative to payroll tax
contributions to one-earner couples (which predominated when Social Security was created in the
1930s) than to single persons or to couples with two-earners, on average. As aresult, the current

“O David A. Weaver, “The Economic Well-Being of Social Security Beneficiaries, With an Emphasis on Divorced
Beneficiaries,” Social Security Bulletin, vol. 60, no. 4 (1997).

“1 Madonna Harrington Meyer, Douglas A. Wolf, and Christine L. Himes, Linking Benefits to Marital Satus; Raceand
Diminishing Access to Social Security Soouse and Widow Benefitsin the U.S,, Center for Retirement Research, Boston
College, CRR WP 2004-5, Boston, MA, March 2004. See d so Christopher R. Tamborini, Howard lams, and Kevin
Whitman, “Marital History, Race and Socid Security Spouse and Widow Benefit Eligibility in the United States,”
Research on Aging, vol. 31, no. 5 (May 2009), pp. 577-605, http://roa.sagepub.com/cgi/content/abstract/31/5/577. See
also Richard W. Johnson, Méelissa M. Favreault, and Joshua H. Goldwyn, Employment, Social Security, and Future
Retirement Outcomes for Sngle Mothers, The Urban Institute, Washington, DC, July 2003.

“2 David A. Weaver, “Widows and Social Security,” Social Security Bulletin, vol. 70, no. 3 (2010), pp. 89-109.

3 Seg, for example, Christopher R. Tamborini and Kevin Whitman, “Women, Marriage and Socia Security Benefits
Revisited,” Social Security Bulletin, val. 67, no. 4 (2007). See also AliciaH. Munnell, Geoffrey Sanzenbacher, and
Mauricio Soto, Working Wives Reduce Social Security Replacement Rates, Center for Retirement Research, Number 7-
15, Boston, MA, October 2007.
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system can lead to situations where Social Security provides unequal benefits to one-earner and
two-earner couples with the sametotal household earnings. Putting this in a different perspective,
some two-earner couples may have to contribute significantly more to Social Security to receive
the same retirement and spousal benefits that the system provides to a one-earner couple with
identical total household earnings. These anomalies have become more widespread in recent
decades as women's share of household income has increased, and also as women have
increasingly become heads of families.

Table 4 illustrates the disparate treatment of one-earner and two-earner couples with examples
devel oped by the American Academy of Actuaries. In thetable, a one-earner couple with
household earnings of $34,200 is compared with two different two-earner couples. The second
couplein the comparison is a two-earner couple with the same total household earnings ($34,200)
asthe one-earner couple, with the earnings evenly split between the two spouses (each spouse
earns $17,100). The third couplein the comparison is a two-earner couple in which one spouse
earns $34,200 (the same as the primary earner in the one-earner couple) and the other spouse
earns half that amount, or $17,100, for total household earnings of $51,300.

Table 4. Benefits for Three Couples with Different Earnings Splits
Between Husband and Wife

Second Couple: Two

First Couple: One Earners with Total Third Couple: Two
Earner with Earnings of Household Earnings of Earners with Earnings
$34,200 $34,200 Split Evenly of $34,200 and $17,100
Total household $34,200 $34,200 $51,300
earnings
Spouse A earns $34,200 $17,100 $34,200
Spouse B earns $0 $17,100 $17,100
Annual Social Security $2,120 $2,120 $3,180
payroll taxes (employee
share only)

Total monthly benefit $2,025 total (equals $1,350  $1,750 total (equals $875 $2,225 total (equals $1,350

paid to couple at worker benefit to Spouse A worker benefit to Spouse worker benefit to Spouse

retirement and $675 spousal benefit to A and $875 worker benefit A and $875 worker benefit
Spouse B) to Spouse B) to Spouse B)

Total monthly benefit $1,350 $875 $1,350

paid to survivor

Source: American Academy of Actuaries, Women and Social Security, Issue Brief, June 2007.

Asthetableillustrates, a one-earner couple may receive higher retirement and survivor benefits
than a two-earner couple with identical total household earnings. Specifically, thefirst couple
with one earner receives atotal of $2,025 in monthly retirement benefits, compared to the second
couple with two earners which receives atotal of $1,750 in monthly retirement benefits.
Similarly, the survivor of the one-earner couple receives $1,350 in monthly benefits (either asa
retired worker or as a surviving spouse). In comparison, the survivor of the two-earner couple
with identical total household earnings receives $875 in monthly benefits.

In thethird couple shown in Table 4, both spouses work in Social Security-covered employment,
but in this example one spouse earns $34,200 annually and the other spouse earns $17,100. This
couple receives monthly benefits that are $200 higher than the monthly benefits received by the
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one-earner couple ($2,225 compared with $2,025); however, this couple has earned much more
over time ($17,100 annually) and contributed commensurately more in Social Security payroll
taxes ($1,060 annually). The survivor benefit received by the third coupleis identical to that
received by the one-earner couple. Thus, the current-law Social Security spousal benefit structure
requires some two-earner couples to make substantially higher contributions for similar benefit
levels. With higher earnings but similar benefits to the one-earner couple, the third couple’'s
replacement rate (i.e., initial monthly benefits as a percentage of pre-retirement earnings) is lower
than that of the one-earner couple.”

After the death of one spouse, the disparity in benefits between one-earner and two-earner
couples may increase, as shown in thetable. In the one-earner couple, the surviving spouse
receives a benefit equal to two-thirds of the couple's combined benefit (for a reduction equal to
one-third of the couple’s combined benefit).* In atwo-earner couple with equal earnings (the
second couple), the surviving spouse receives a benefit equal to one-half of the couple's
combined benefit.

Further, the surviving spousein thefirst couple (the one-earner couple) receives alarger monthly
benefit than the survivor of the second couple (a two-earner couple with earnings evenly split)—
$1,350 compared to $875—although both couples paid the same amount of Social Security
payroll tax contributions. Similarly, compared to the one-earner couple, the surviving spousein
the third couple (a two-earner couple with unequal earnings and somewhat higher total earnings
than the one-earner couple) receives the same monthly benefit ($1,350) although the couple paid
a higher amount of Social Security payroll tax contributions. For both two-earner couples in these
examples, after the death of one spouse, the second earnings record does not result in the payment
of any additional benefits.*®

In addition to inequities among couples with different work histories and earnings levels, the
current structure of Social Security auxiliary benefits creates inequities among the divorced.
Divorced spouses with 9%z years of marriage, for example, receive no Social Security spousal and
survivor benefits, whereas divorced spouses with 10 or more years of marriage may receive full
spousal and survivor benefits.

Other Considerations

The current structure of Social Security spousal and survivor benefits also raises other
considerations.

o Divorced spouses receive a higher benefit after the death of their former spouse
(the primary earner): benefits for a divorced spouse are equal to 50% of the
primary earner’'s PIA, while benefits for a divorced surviving spouse are equal to

“ For further discussion of replacement rates among couples with different earnings histories, see AliciaH. Munnell,
Geoffrey Sanzenbacher, and Mauricio Soto, Working Wives Reduce Social Security Replacement Rates, Center for
Retirement Research, Number 7-15, Boston, MA, October 2007. The authors argue that wives' entrance into the labor
market, and the ensuing risein the ratio of wives earnings to husbands' earnings, has|owered the replacement rate
received by average-earning married couples from 50% of pre-retirement income to 45% over the past 40 years.

5 On a combined basis, the couple received 150% of the worker’s PIA. The surviving spouse receives 100% of the
worker’s PIA. Thisresultsin areduction equal to one third of the couple’s combined benefit.

% American Academy of Actuaries, Women and Social Security, Issue Brief, June 2007. For arelated discussion, see
“Survivor’s Benefit Increased to 75% of Coupl€ s Combined Benefit” below.
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100% of the primary earner’s PIA. This can create volatility in the income of
divorced spouses.

e Social Security automatically provides pension rights to one or more digible
divorced spouses, in contrast to private pensions. Further, the benefit payable to
the primary earner is not reduced for benefits paid to a current and/or one or
more former spouses, again in contrast to private pensions.

e Widow(er)s who had high-earning spouses may face steep remarriage penalties
for marrying a lower-earning second husband (if remarriage occurs before the
eligibility age for widow(er)’s benefits).

e For most married women who will depend on the spousal benefit, lifetime Social
Security benefits are maximized by claiming benefits as early as possible, unless
the benefit based on the wife's work record is less than 40% of her husband’sin
which case the age differential between the two spouses becomes important in
determining the wife's optimum claiming age.”

In response to the inequities and other issues described above, policymakers and researchers have
proposed a number of ways to restructure Social Security auxiliary benefits. Some of these
proposals are discussed in the following section.

Proposals for Restructuring Social Security
Auxiliary Benefits

A number of proposals have been put forward to modify the current structure of Social Security
spousal and survivor benefits. These proposals have different potential consequences for benefit
levelsfor current, former and surviving spouses, for the re-distribution of benefits among couples
from different socio-economic levels, for what might be known as“gaming” the systemto
receive the maximum benefits possible, for eigibility for means-tested programs such as
Supplemental Security Income and for work incentives.*®

Earnings Sharing

Earnings sharing has been suggested as a way to address the unequal treatment of one-earner
versus two-earner couples under current law. As noted above, Social Security often provides
substantially higher benefits to one-earner couples than to two-earner couples with the sametotal
household earnings. In addition, earnings sharing has sometimes been suggested as away to
provide benefits to divorced women whose marriages did not last long enough (at least 10 years)

4" AliciaH. Munnell and Mauricio Soto, Why Do Women Claim Social Security Benefits So Early?, Center for
Retirement Research, Boston, MA, October 2005. The reason is that theincrease in the monthly benefit from waiting to
claim at the wife' s FRA is generdly too small to offset the reduction in tota spousa benefits that is expected to occur
based on men’s lower-than-average life expectancy. After the husband dies, the survivor benefit is equal to 100% of the
deceased hushand' s PIA, regardless of when the wife first claimed benefits.

“8 For the proposal s discussed in this section of the report, an estimate of the proposal’ s effect on the Social Security
trust fund is provided when arecent estimate is available from the Social Security Administration’s Office of the Chief
Actuary.
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to qualify them for divorced spouse or survivor benefits. By definition, earnings sharing would
not affect never-married persons.

Under the most basic form of earnings sharing, spousal and survivor benefits would be
eliminated. Instead, for each year of marriage, a couple’'s covered earnings would be added
together and divided evenly between the spouses. For years when an individual is not married, his
or her own earnings would be recorded. If a person has multiple marriages, the earnings sharing
would occur during each period of marriage. Both members of a couple would have individual
earnings records reflecting shared earnings as a member of the couple as well as any earnings
before or after the marriage. Social Security benefits would be computed separatdy for each
member of the couple, based on the individual earnings records and using the current-law benefit
formula. For couples who were married for the entire career of one or both members, both
members of the couple would receive identical benefits and the couple's combined benefit would
be equal to twicethat of either member of the couple. The two spouses would receive different
benefits, however, if ether had earnings before or after the marriage.

Earnings sharing proposals would reduce benefits for the majority of individuals, relative to
current law, and in the absence of other benefit enhancements. For example, a 2009 Social
Security Administration (SSA) study (hereafter, 2009 SSA Study)™® found that 61% of individuals
would receive average benefit reductions of about 17%. About 11% of individuals would
experience no change in benefits, and 28% would experience benefit increases averaging about
10%.

A report issued by the House Committee on Ways and Means in 1985 examined the impact of a
generic earnings sharing plan, as described above, on one-earner and two-earner couplesin 2030.
In the absence of transition provisions, about 64% of men and about 37% of women would have
lower benefits than under current law. Average benefits for aged beneficiaries would decline by
about 4.5%.%

Studies have found that the largest benefit reductions under earnings sharing could affect widows
and divorced widows, particularly thosein the lowest socioeconomic groups. The 2009 SSA
study found that about 93% of widows would experience an average benefit reduction of 27%
while 45% of divorced women would experience benefit reductions averaging about 22%.>* The
1985 congressional study found that 67% of widows would experience lower benefits with the
benefit loss averaging 29%, while 39% of divorced women would experience lower benefits with
the benefit loss among this group averaging 31%. The declinein