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Introduction

Around two million grandparents are responsible

for the basic needs of their grandchildren, with such
caregiving concentrated in historically disadvantaged
communities. While these grandparent caregivers are
often under great financial pressure, they are gener-
ally ineligible for formal support because they raise
their grandchildren outside of the foster care system
without taking legal custody. As a result, they often do
not receive the subsidies provided for foster parents,
housing assistance, or Social Security child benefits.

This brief, based on a recent paper, explores the
economic status of grandparent caregivers by focusing
on two questions: 1) To what extent do grandparent
caregivers differ from more typical grandparents in
terms of economic resources? and 2) How would their
finances improve if they were eligible for Social Secu-
rity child benefits»!

The discussion proceeds as follows. The first sec-
tion provides background on the sources of support
currently available to grandparent caregivers. The
second section describes the data and methodology for
the analysis. The third section presents the results.
The final section concludes that expanding eligibility
for Social Security child benefits could be an important
tool to improve the well-being of grandparent caregiv-
ers who have already claimed their own benefits.

Background

Grandparents often become caregivers to grandchil-
dren after an adult child is no longer available due

to death, incarceration, or substance abuse.? The
demands of raising grandchildren can drain savings,
while time-consuming caregiving responsibilities cre-
ate barriers to working longer and may force grand-
parents to retire early. Unsurprisingly, given these
circumstances, grandparent caregivers are particularly
vulnerable financially.?

Most grandparent caregivers receive little formal
support because they do not legally adopt their grand-
children. Without legal custody, they are typically not
eligible for state benefits, such as subsidies for foster
parents, housing assistance, and counseling.* Grand-
parents with low incomes can apply for child-only ben-
efits provided by the Temporary Assistance for Needy
Families (TANF) program. However, doing so requires
grandparents to assign to the state their rights to child
support payments from non-custodial parents.’

Another source of government support — Social
Security child benefits — is available only to legal
dependents of Social Security beneficiaries.® Thus,
children can receive benefits as a dependent of a
grandparent beneficiary if: 1) they are not already
receiving survivor or child benefits through a parent;
2) the grandparent formally adopts them; and 3) the
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grandparent provides at least half of their support.
However, very few grandparent caregiver households
claim Social Security child benefits, possibly due to
the adoption requirement.’

The only federal support for grandparents who do
not adopt their grandchildren comes from personal
income tax preferences for dependents. The Internal
Revenue Service (IRS) permits grandparents who file
taxes to claim their grandchildren as dependents if the
children live in the household for at least half the year
and the grandparents provide at least half their sup-
port, so legal custody is not required.®

The general lack of support for grandparent caregiv-
ers combined with the tremendous financial strain of
child-rearing has sparked policy interest in helping this
group.” Hence, the goal of this study is to assess how
Social Security child benefits could improve the finan-
cial well-being of grandparent caregivers if the guard-
ianship requirement were loosened to be on par with
the IRS criteria for claiming a dependent grandchild.

Data and Methodology

This study uses the Health and Retirement Study
(HRS) linked with the U.S. Social Security Adminis-
tration’s earnings data and Master Beneficiary Record
(MBR) to identify grandparent caregivers, assess their
financial well-being, and calculate potential Social
Security child benefits under relaxed eligibility re-
quirements. The HRS contains rich information on
caregiving, household finances, and Social Security
benefits for households over age 50.

The analysis proceeds in two stages. The first
stage identifies grandparent caregivers in the HRS and
compares their financial well-being to more typical
grandparents. Specifically, we define caregivers as
those who report “raising” a grandchild residing in the
household and identify 1,465 such households in the
HRS sample between 2002 and 2020."° Our sample of
non-caregivers contains 14,575 grandparent house-
holds. We evaluate financial well-being by compar-
ing the financial wealth, retirement plan wealth, and
Social Security wealth of grandparent caregivers to
non-caregivers.”! Throughout, we focus on histori-
cally disadvantaged groups, because older Black and
Hispanic households are more likely to end up caring
for their grandchildren.

The second stage of the analysis examines how ex-
panding access to Social Security child benefits would
improve the well-being of grandparent caregivers. We
start by examining the share of caregiver households

that would be eligible for child benefits under looser
eligibility criteria. Then, we estimate the amount of
child benefits that newly eligible households would
receive under expanded access, using linked admin-
istrative data on claiming and benefit amounts.'? The
child benefits would equal 50 percent of the highest-
earning grandparent’s Primary Insurance Amount,
capped at a family maximum. Lastly, we estimate
how the household’s replacement rate — retirement
income relative to pre-retirement earnings — changes
should the household gain access to child benefits.'

Results

This discussion begins with an overview of the char-
acteristics of the grandparent caregiver population.
It then turns to how expanded eligibility for Social
Security child benefits could help.

Who Are the Grandparent Caregivers?

Consistent with prior literature, we find that grand-
parents of color, particularly Black grandparents,

are more likely to become caregivers. In 2020, only
around 1 percent of White households over age 50 re-
ported raising a grandchild, compared to 4 percent of
Black and 2 percent of Hispanic households, respec-
tively (see Figure 1). Compared to typical grandpar-
ents, caregivers are also less likely to have a college
degree and more likely to be single women.

F1GURE 1. SHARE oF HoUSEHOLDS AGES 50+ RAISING A
GRANDCHILD BY RACE/ETHNICITY, 2020
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Source: Authors’ calculations from University of Michigan,
Health and Retirement Study (HRS) (2020).
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Not surprisingly, grandparent caregivers have
significantly fewer economic resources prior to retire-
ment compared to non-caregivers. Whereas the me-
dian non-caregiver household has $89,000 in financial
and retirement accounts, the median caregiver has
just $10,000 (see Table 1). Fortunately, Social Security
is a great equalizer, providing nearly as much in re-
tirement wealth for caregivers as for non-caregivers.'*

TABLE 1. MEDIAN RETIREMENT RESOURCES OF
GRANDPARENT HOUSEHOLDS AT AGES 51-56, BY
CAREGIVER STATUS, 2002-2020, IN 2020 DOLLARS

Grandparent households

Wealth

Caregivers Non-caregivers
Financial and retirement plan®*  $10,000 $88,900
Social Security 172,500 198,600

2 Retirement plan wealth includes 401(k)/IRA balances,
plus the expected present value of defined benefit plans.
Source: Authors’ calculations from the HRS (2002-2020).

How Much Can Expanding Access to
Child Benefits Help?

We next turn to our thought experiment: how align-
ing the eligibility criteria for Social Security child ben-
efits with the IRS criteria for claiming a dependent
grandchild would improve the household’s financial
well-being. Even under the more lenient IRS criteria,
caregiver households would still only be eligible for
child benefits once the grandparents have themselves
claimed retirement or disability benefits. So, the first
step is to determine the timing and duration of care-
giving to see how it aligns with benefit receipt.

A typical grandparent caregiver raises their grand-
children for four years, beginning around age 60 (see
Table 2). Although many of these grandparents are
still relatively young, more than 50 percent receive So-
cial Security benefits while caring for their grandchil-
dren — either because they claim retirement benefits
early or are receiving disability benefits.”* Since few
beneficiary households have grandchildren who are
already receiving Social Security benefits through a
parent, close to half of grandparent caregiver house-
holds would qualify for child benefits if the eligibility

criteria were aligned with the IRS rules.’® The share
of eligible households is even higher among Black
and Hispanic caregivers.

TABLE 2. CAREGIVING AND SOCIAL SECURITY
BENEFIT RECEIPT AMONG GRANDPARENT-CAREGIVER
HousenoLrps, 2002-2020

Characteristics

Age when caregiving started 59.6
Duration of caregiving (years) 4.2
Percentage _receiving_ Social Security OASI/DI 53%
benefits while caregiving

Percentage eligible for child benefits after 48%

expanding access

Source: Authors’ calculations from the HRS (2002-2020).

The next step is to determine how much grand-
parent caregivers would get if their household were
eligible for child benefits under the more expansive
eligibility criteria. The amounts turn out to be sub-
stantial — the typical eligible household would receive
$8,100 in child benefits on top of their current annual
benefits of $19,300 (see Table 3). While Black and His-
panic caregivers would receive lower dollar amounts
than White caregivers, both groups would enjoy a
higher percentage increase in annual benefits."”

TABLE 3. EFFECT OF EXPANDING ELIGIBILITY FOR
CHILD BENEFITS ON GRANDPARENT SOCIAL SECURITY
BENEFITS BY RACE/ETHNICITY, IN 2020 DOLLARS

Eligible caregivers

All eligible by race/ethnicity
caregivers - - -
White  Black Hispanic
Current benefits ~ $19,300  $25,900 $16,400 $18,700
Potential child 8100 10,100 8100 8300
benefits
Percentage 42% 39%  49%  44%
increase

Notes: Average benefit measures for the middle replacement
rate quintile are reported for eligible households in each
group. The first column includes households of other races.
Source: Authors’ calculations from the HRS (2002-2020).
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The additional income from expanded child ben-
efits would notably improve households’ replacement
rates (see Figure 2). The typical caregiver’s replace-
ment rate would rise from 47 percent to 64 percent.
Again, Black and Hispanic households would see
greater improvements than White households, as they
would experience increases of 18 and 19 percentage
points, respectively.

F1GURE 2. EFFECT OF EXPANDING ELIGIBILITY FOR
CHILD BENEFITS ON HOUSEHOLD REPLACEMENT RATES
BY Race/ETHNICITY, 2002-2020
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Notes: Average replacement rate for the middle quintile is
reported for eligible households in each group. The first
two bars include households of other races.

Source: Authors’ calculations from the HRS (2002-2020).

Conclusion

Grandparents who raise grandchildren are dispro-
portionately Black and Hispanic, and have almost no
personal savings. Despite being more vulnerable to
financial insecurity, most of these caregivers receive
little formal support because they do not have legal
custody of the grandchildren in their care.

To reduce the financial strain of grandparent
caregiving, Social Security child benefits could be a
valuable tool. The most obvious approach would be
to substitute the current IRS requirements for the
SSA’s current requirement of adoption. Around half
of caregiver households would benefit from expanded
access to these benefits, and replacement rates for
those affected are estimated to increase by 17 percent-
age points, on average. Notably, Black and Hispanic
households would enjoy a substantial increase in
income.

An important caveat is that a meaningful share
of grandparent caregivers would still not be helped
by such a policy change because they have not yet
retired and claimed their own Social Security benefits.
Consequently, Social Security child benefits can best
be viewed as a complement to other existing forms of
support.
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Endnotes

1 Liu and Quinby (2023).
2 Hadfield (2014).

3 Fuller-Thomson, Minkler, and Driver (1997) and
Baker, Silverstein, and Putney (2008). Grandparent
caregivers are also more likely to experience both
physical and mental health issues compared to non-
caregivers of similar ages (Hadfield 2014).

4 Radel et al. (2016) and U.S. Government Account-
ability Office (2020).

5 Fewer than one-tenth of grandparent caregivers
actually claim TANF benefits, possibly due to both
the reluctance to transfer the rights to child support
and lagging TANF benefit levels (U.S. Department
of Health and Human Services 2022 and Thompson,
Azevedo-McCaffrey, and Carr 2023).

6 Additionally, children with disabilities are eligible
for Supplemental Security Income (SSI). However,
in 2004, only 0.6 percent of children in the care of
grandparents received SSI (Murray, Macomber, and
Geen 2004).

7 In 2002 - the most recent estimate — the share of
grandchildren in the care of grandparent caregivers
receiving support from Social Security child benefits
was only 2 percent (Murray, Macomber, and Geen
2004).

8 Revenue Procedure 2015-53.

9 The Supporting Grandparents Raising Grandchil-
dren Act of 2018 created a Federal Advisory Council
with participation from the U.S. Department of
Health and Human Services and the Department of
Education. The Council is currently developing a Na-
tional Family Caregiving Strategy to identify policies
to increase the financial security of family caregivers,
including grandparents (Advisory Council to Support
Grandparents Raising Grandchildren 2021).

10 Information on raising grandchildren is limited
and inconsistent in the HRS prior to 2002. While this
definition is not precisely aligned with the IRS criteria
for claiming a dependent grandchild, the share of
older households caregiving in the HRS closely tracks
results using the IRS criteria in other datasets. See
Liu and Quinby (2023) for more details.

11 Financial wealth includes assets in checking and
other financial accounts minus non-mortgage debt.
Retirement plan wealth measures the total balance in
employer defined contribution retirement plans and
IRAs plus the expected present value of defined benefit
plans. Social Security wealth calculates the expected
present value of retirement, spousal, and survivor ben-
efits based on the respondent’s and spouse’s earnings
record. For more detail on our wealth calculations,

see Chen, Munnell, and Quinby (2023). We exclude
housing wealth because most older households do not
tap their home equity for everyday expenses (Venti and
Wise 2004, Munnell et al. 2020).

12 The final sample includes 454 caregiver house-
holds that have linked MBR data and have started
claiming Social Security OASDI benefits when last
observed raising a grandchild with similar demo-
graphic characteristics, economic resources, and
caregiving patterns as the full sample.

13 The numerator of the replacement rate, retire-
ment income, equals Social Security income (with
or without child benefits) in the SSA administrative
beneficiary records plus annuitized financial and
retirement wealth. The denominator, pre-retirement
earnings, is defined as the average of the highest five
years of earnings after age 45 in the SSA administra-
tive earnings file.

14 Of course, demographic and economic dispari-
ties by caregiver status are hardly surprising due to
the overrepresentation of non-White groups among
caregivers. However, even comparing caregivers and
non-caregivers of the same race/ethnicity, caregivers
remain economically disadvantaged.

15 The median claiming age for grandparent care-
givers is 62 and nearly a quarter receive Disability
Insurance.

16 We use imputations based on self-reported in-
formation on non-job income from other household
members. See Liu and Quinby (2023) for more details.

17 Although child benefits are calculated as 50 per-
cent of the highest-earning grandparent’s Primary In-
surance Amount, households can receive more than
a 50-percent increase overall if they care for multiple
grandchildren, or if the highest-earning grandparent
is no longer present in the household.
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