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Introduction

When women become mothers, their labor market in-
come often takes a substantial hit. This “motherhood
earnings penalty” becomes even larger with each
additional child and permanently reduces earnings
throughout mothers’ worklives.! Previous studies
have linked the penalty to mothers’ reduced educa-
tional attainment, more time out of the workforce,
higher job search costs, and poor job matches.?

What remains unanswered is the extent to which
the penalty impacts women’s retirement income.
This brief, based on a recent study, answers part of
this question by looking at how Social Security provi-
sions address the motherhood penalty.

The discussion proceeds as follows. The first
section explains how Social Security can impact the
motherhood earnings penalty and reduce retirement
income shortfalls for mothers. The second section
lays out the data and methodology for this analysis.
The third section finds that Social Security offsets a
substantial portion of the earnings penalty. The final
section concludes that — despite the equalizing role
played by Social Security — a motherhood earnings
penalty will remain without policy intervention, such
as earnings credits for caregivers.

How Social Security Can
Help Mothers

Social Security’s retired worker benefits are based

on an individual’s average career earnings. Because
mothers tend to earn less than other women, they
stand to gain from Social Security’s progressive
benefit formula, which replaces a higher share of pre-
retirement earnings for lower earners.*

Social Security also includes a spousal benefit:
anyone married for the required 10 years receives the
higher of her own worker benefit or one-half of her
spouse’s benefit.’ The spousal benefit was designed
to compensate stay-at-home wives who missed out on
accumulating a meaningful history in paid work.

In recent generations, women’s labor force partici-
pation and earnings have increased, so more women
get Social Security benefits solely on their own earn-
ings record.® Moreover, as marriage rates have de-
creased and divorce rates have increased, fewer women
meet the 10-year marriage threshold.” As a result of
these trends, the share of women receiving a spousal
benefit has plummeted from 35 percent in 1960 to
18 percent in 2019 (see Figure 1 on the next page).

* Matthew S. Rutledge is an associate professor of the practice of economics at Boston College and a research fellow at
the Center for Retirement Research at Boston College (CRR). Alice Zulkarnain is a research economist with the CPB
Netherlands Bureau for Economic Policy Analysis and a former research economist at the CRR. Sara Ellen King is a
graduate student at the University of Maryland and a former research associate at the CRR.
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FIGURE 1. PERCENTAGE OF WOMEN SOCIAL SECURITY
BENEFICIARIES AGES 62+ WHO GET A SPOUSAL
BENEFIT, 1960-2019
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Note: Includes women receiving either a full or partial spou-
sal benefit.

Source: Authors’ calculations from U.S. Social Security
Administration (2021).

Recent cohorts of mothers, therefore, are less likely to
receive this potential source of redistribution in their
retirement income.

Data and Methodology

To determine how much Social Security impacts the
motherhood earnings penalty, the analysis uses a
sample from the Health and Retirement Study (HRS)
for 1992-2014, linked to administrative records from
the U.S. Social Security Administration that contain
women’s earnings histories.®

Analyzing Social Security’s effect on the earnings
penalty requires comparing the career average earn-
ings of mothers and childless women to their Social
Security benefits.” For earnings, the measure is Aver-
age Indexed Monthly Earnings (AIME), which is used
to calculate the Social Security benefit. The AIME is
the average of the woman’s top 35 years of earnings
(wage-adjusted), divided by 12 to convert to a monthly
figure.!

The next step is to determine the size of each
woman’s potential Social Security benefit: she receives
the larger of her own worker benefit or the spousal
benefit. The analysis assumes the woman claims at
age 62, so her benefit is reduced for early claiming.

How Much Social Security Off-
sets the Motherhood Penalty

The motherhood penalty can take two forms. One is
the difference between childless women and mothers.
The other is the extra loss of earnings that mothers
may experience for having additional children, which
requires limiting the analysis to mothers only.

Childless Women vs. Mothers

Not surprisingly, women who never have children
earn much more over their careers than women with
children. For childless women, median earnings are
$3,850 per month, compared to $1,409 for women
with children, so mothers only earn 37 percent as
much as childless women (see Figure 2).

F1GURE 2. WOMEN’S MONTHLY EARNINGS AND SOCIAL
SECURITY BENEFITS, BY MOTHERHOOD STATUS, IN 2014
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Source: Authors’ calculations from the Health and Retire-
ment Study (HRS) (1992-2014).

The difference in Social Security income, however,
is much smaller. For childless women, the median
Social Security benefit is $1,301 per month, while
mothers receive $785 per month, or 60 percent of the
amount received by childless women. These findings
indicate that the program offsets a substantial portion
of the motherhood earnings penalty.
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Of course, in addition to motherhood, other
personal characteristics of women could account for
differences in earnings, such as marital status, race,
health, religiosity, family background, and education.
The results from regression analysis that control for
such differences similarly find that Social Security
offsets a significant portion of the earnings penalty."

Even after controlling for these factors, unobserv-
able differences between women may still exist. For
example, among women with the same educational
attainment, those with better earnings prospects may
decide not to have children, which would make the
difference in earnings between childless women and
mothers seem larger than it would be if the decision
to become a mother was more random. Thus, the
results should be not be interpreted as entirely causal.

The Motherhood Penalty Per Child

Even among mothers, each additional child is associ-
ated with lower career earnings. For example, median
earnings for mothers with one child are $2,498 per
month, while mothers with two children earn $1,759
per month, so mothers with two children have 70 per-
cent as much as mothers with one child (see Figure 3).

FIGURE 3. MOTHERS’ MONTHLY EARNINGS AND SOCIAL
SECURITY BENEFITS, BY NUMBER OF CHILDREN, IN
2014 DOLLARS
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Source: Authors’ calculations from the HRS (1992-2014).

As before, Social Security offsets a substantial
portion of the per-child motherhood penalty. For ex-
ample, the median Social Security benefit for mothers
with one child is $974 per month vs. $847 per month
for mothers with two children, so mothers with two
children receive 87 percent of the benefit of those
with one child. These results are nearly identical
when comparing mothers with two children to moth-
ers with three or more children. And, again, regres-
sion analysis that controls for differences in personal
characteristics confirms these findings.

While the results suggest that Social Security
substantially offsets the motherhood penalty, it does
not erase the whole amount. Moreover, this analysis
examines only Social Security income. Higher career
earnings also tend to translate to more retirement sav-
ings in 401(k)s, so looking at all sources of retirement
income would likely widen the difference.

Conclusion

Even as women have ramped up their involvement
in the labor force, the earnings penalty for mothers
remains substantial. Social Security is able to offset a
significant amount of the penalty by the time mothers
reach retirement through two separate channels: the
progressive design of worker benefits and the avail-
ability of spousal benefits.

While Social Security will continue to play a role
in reducing disparities between childless women and
mothers in retirement, a motherhood penalty will
remain. And factors such as different levels of 401(k)
saving are likely to aggravate the disparities.

In recent years, though, policymakers seem to
be more attuned to the motherhood penalty. In part
to address mothers’ short-term loss of earnings, the
American Rescue Plan Act temporarily expanded
the child tax credit. To address mothers’ retirement
income gap, legislators have also proposed the Social
Security Caregiver Credit Act, which would give
caregivers credit for lost earnings when calculating
retirement benefits; this proposal was also part of the
Social Security reform plan outlined during President
Biden’s campaign.!?
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Endnotes
1 See, for example, Avellar and Smock (2003).

2 Budig and England (2001); Lundberg and Rose
(2002); Wilde, Batchelder, and Ellwood (2010); Miller
(2011; 2013); and Herr (2016).

3 Rutledge, Zulkarnain, and King (2017).

4 See Rutledge (2018) for a review of the literature on
Social Security’s progressivity. That review includes
Bosworth and Burke (2014), which, like the paper
summarized in this brief, compares the inequality in
lifetime earnings to the inequality in Social Security
income.

5 Technically, the spousal benefit “tops off” the
benefit that lower-earning spouses earn based on
their own record, but the result is the same. Divorced
people are also eligible for spousal benefits on their
ex-spouse’s earnings record if the marriage lasted at
least 10 years.

6 Wuetal. (2013).
7 Munnell, Sanzenbacher, and King (2017).

8 The sample consists of women ages 50 and older,
who were born in 1931-1959. The analysis focuses
only on Social Security retirement benefits, so it
excludes women who ever received disability benefits.
The sample also excludes widows, who usually receive
a survivor benefit (which is unrelated to their own
earnings), and women who were married for more
than 10 years but divorced before entering the HRS;
in that case, their ex-spouses will not be in the data,
so the analysis will not be able to determine their
potential spousal benefit.

9 The analysis focuses on biological children, as the
loss of earnings around a birth are the most direct
way a mother loses out on earnings. Women who
only had stepchildren are excluded from the sample.

10 Because the analysis includes women of many
different ages and the most common claiming age
for women is 62, the AIME is always calculated as of
age 61, ignoring earnings at older ages. If the woman
is under 61, the AIME is prorated to account for her
shorter career. See Rutledge, Zulkarnain, and King
(2017) for more details.

11 For more details, see Rutledge, Zulkarnain, and
King (2017).

12 For more on caregiver credits and their effect on
Social Security, see Munnell and Eschtruth (2018).
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