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Introduction

The economic status of older Americans has
improved dramatically since 1960. Today, the
poverty rate for those 65 and over is about the
same as for those aged 18-64. But substantial
pockets of poverty remain, especially among
older non-married women. This brief will
focus on why older women are particularly
vulnerable. It also reviews the outlook for the
future, when the graying of the population will
place increasing pressure on resources available
for the elderly.

Non-Married Women Are the Most
Vulnerable Group

Of all the factors associated with poverty in old
age, the most critical is to be a woman without
a husband. As shown in Figure 1, 18 percent
of non-married women fell below the poverty
line in 2000. Another 10 percent of older single
women were classified as “near poor,” which
means that they had an income of less than

125 percent of the poverty threshold. Thus, 28
percent of single older women are either poor
or near poor — a clearly vulnerable group as
the nation grays.

Not only do older single women have high
levels of poverty, but they are a significant
portion of the elderly population. And the
share of non-married women in the elderly
population increases with age. As shown in
Figure 2, non-married women in 2000
accounted for about 30 percent of all house-
holds aged 65-69 and more than 60 percent
of households aged 85 and over.

FIGURE 1: PERCENT POOR AND NEAR POOR BY MARITAL
STATUS OF POPULATION: AGED 65 AND OVER, 2001
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FIGURE 2: NON-MARRIED WOMEN AS A PERCENT OF
TotaL HOUSEHOLDS, AGED 65 AND OVER
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FIGURE 3: LIFETIME EARNINGS FOR MEN AND WOMEN
Median Earnings of Full-Time Workers, 2002
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Why do so many women end up poor? The answer
is twofold. First, the retirement income system in
the United States is based on earnings, and women
have low earnings for a variety of reasons discussed
below. Second, women live longer than men, and
the retirement income of married women drops
significantly when the husband dies.

Women Have Low Lifetime Earnings
Women have low lifetime earnings compared to men
for three reasons, as shown in Figure 3. First, they
have lower wages. Even women who are employed
full-time earn about 25 percent less than men. Second,
they are more likely to work part-time, which reduces
their hourly wage as well as their hours worked. About
one quarter of all women work part-time, compared to
about 10 percent of men, and are most likely to work
part-time when they have young children at home.
Finally, women spend fewer years in the labor force.
The typical woman is in the work force 32 years,
compared to 44 years for the typical man.

Women’s employment and earnings patterns are
largely shaped by their role as the family caregiver.
For example, Metropolitan Life interviewed a sample
of women to see how caregiving affected their work
schedule and found that a large number had taken
actions that reduced their earnings. One-third had
decreased their hours to care for a child or parent
(see Figure 4). Nearly as many had either quit their
job or retired early. And twenty percent had moved
from full to part-time work in order to provide care.
Clearly, caregiving has a profound effect on the work
schedule of many women.

FIGURE 4: EFFECTS OF CAREGIVING ON WORK
SCHEDULE
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Low Lifetime Earnings Produce Low

Benefits

The combination of earning less than men when
working full-time, working part-time, and participat-
ing in the labor force for fewer years over their life-
times means that women end up at retirement with
quite low lifetime earnings. As a result, most women
continue to depend at least in part on their husband’s
earnings for their Social Security benefit.! This pat-
tern is evident in Figure 5, which reports the basis on
which women are entitled to Social Security benefits
from 1960 to the present. The top area shows the per-
cent of women who receive only a spousal or survivor
benefit and are not entitled to any benefit based on
their own earnings. This group has clearly declined
over time. The middle portion of the figure repre-
sents the share of women who receive both a spousal
benefit and some benefit based on their own earnings.
That is, they have “dual entitlement.” The increased
labor force participation of women over the last 30
years has raised the proportion of women dually enti-
tled. The bottom layer consists of women who
receive benefits based solely on their own earnings
record. In 2001, only 38 percent of women fell into
this category; the remaining 62 percent were entitled,
in whole or in part, based on their husband’s earnings.

The other major source of retirement income is employer-
sponsored pension plans. Because women have less
attachment to the labor force and earn less, they are

less likely to end up with a pension. When they do,
that pension benefit is likely to be smaller than a man’s.
As shown in Figure 6, only 32 percent of retired women
have a pension compared to 55 percent of men, and the
average benefit is less than half that for men.

FIGURE 6: PENSION BENEFITS FOR MEN AND WOMEN
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FIGURE 5: WOMEN AGE 62 AND OLDER, BY BASIS OF
ENTITLEMENT TO SOCIAL SECURITY, 1960-2001

0%
1960 1964 1968 1972 1976 1980 1984 1988 1992 1996 2000

|IWork:rs only ®Dual entitlement @ Entitled as wife or widow only |

Source: U.S. Social Security Administration (2002b).

Married women, who share in their husband’s benefits,
fare much better than single women. As shown in
Figure 7, only 7 percent of married women aged
65-69 are either poor or near poor. Among single
women, who often have little income other than
Social Security, 27 percent of the 65-69 age group

are either poor or near poor.

FIGURE 7: PERCENT OF WOMEN POOR OR NEAR POOR,
AGED 65-69

30%

27%

25%

20%

15%

10%

5% 1

0% -

Married women Non-married women

Source: U.S. Social Security Administration (2002a).

! Regardless of work history, the wife (or husband) of a worker
covered by Social Security is eligible for a spousal benefit of 50
percent of the worker’s benefit. If the spouse is entitled to a ben-
efit based on her own work history, she will receive whichever

benefit is larger. If her own benefit is less than the spousal ben-
efit, she is considered dually entitled and will receive a “supple-
ment” up to the spousal benefit level (Steuerle and Bakija 1994).
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If women could stay married throughout retirement,
they might do alright. But, women live longer than
men — a life expectancy at 65 of 19.6 years com-
pared to 16.6 for men (see Figure 8). Thus, most
women end up widowed. When their husband dies,
two things happen to their retirement income. First,
the couple’s Social Security benefit is cut by between
one third and one half. Second, the couple’s private
pension benefit either disappears completely or is
reduced. One study reported that private pension
payments ended when the husband died in 41 percent
of the cases; these couples had not selected a joint-
and-survivor annuity, which would provide continued
benefit payments to a surviving spouse. In the other
59 percent of cases, the payment was reduced by an
average of one third.

FIGURE 8: LIFE EXPECTANCY AT AGE 65
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*Note: The income to needs ratio is the ratio of total family
income relative to the poverty line. For married couples, the time
period shown is the entire period of the study rather than the
months surrounding widowhood.
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With the reduction in Social Security benefits and the
reduction or cessation of employer-sponsored pension
benefits, women suffer a severe decline in their
income when their husband dies. Figure 9 compares
the income situation of two groups of couples — one
where the couple remains intact, the other where the
husband dies. Income is measured in terms of the
family’s income relative to the poverty line. The
couples in which the husband survives maintain an
income-to-poverty ratio in excess of three. Among
couples where the husband dies, the income-to-poverty
ratio falls to two and then recovers somewhat.

The other factor that hurts women is inflation. Even
moderate levels of inflation can seriously erode the
purchasing power of $100. For example, with an
inflation rate of 3 percent, the value of $100 drops
to $76 after 10 years, and $56 after 20 years — the
average life expectancy for women at age 65 (see
Figure 10). Social Security benefits are indexed for
inflation, but employer-sponsored pension benefits
generally are not. As a result, even if some of their
husband’s pension benefit continues after his death,
the value of that benefit declines sharply over time.

FIGURE 10: VALUE OF $100 WITH 3 PERCENT INFLATION
AFTER SPECIFIED NUMBER OF YEARS
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The erosion of the purchasing value of pension benefits
as well as health and other problems contribute to the
increase in poverty rates at older ages. Fully one-third
of non-married women aged 85 and over is poor or
near poor (see Table 1). And, as noted earlier, 62
percent of households aged 85 and over consist of
non-married women.

TABLE 1: PERCENT OF NON-MARRIED WOMEN POOR OR
NEAR POOR BY AGE, 2000

Age Percent poor or near poor
65-69 27
70-74 29
75-79 30
80-84 27
85 and over 33

Source: U.S. Social Security Administration (2002a).

While increased earnings will help women'’s retirement
security in the future, an increase in divorced and
never-married women will hurt. As shown in Figure
12, the divorce rate for the baby boom generation —
those born between 1946 and 1964 — is about double
that of the previous generation. Never-married
women are also twice as prevalent among baby
boomers as in the earlier generation. Both these
groups have very high poverty rates. So their increase
as a proportion of the population worsens the outlook
for future retirees.

The Outlook for the Future

What about the future? Will women still be at such
risk in retirement with the graying of the population
in the 21st century? Changes are occurring both in
women’s lives and in the programs that support them.

In terms of women’s lives, more women are working.
Figure 11 shows the labor force participation rates for
1970, 1980, 1990, and 2000 as well as a projection for
2008. Although the rate of change has slowed, the
country has moved from a situation where about half
of women aged 25-54 were in the labor market to one
where 80 percent participate. More employment
means that women will have higher future earnings,
and perhaps more saving and pension benefits.

FIGURE 12: PERCENT OF AGE 62 POPULATION OF
NEVER-MARRIED OR DIVORCED WOMEN
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FIGURE 11: LABOR FORCE PARTICIPATION OF WOMEN,
1970-2008
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In terms of retirement income programs, developments
in Social Security and private pensions do not augur
well for women. First, Social Security benefits as a
share of workers’ earnings are expected to decline in
the future. These “replacement rates” are projected to
drop due to the rise in the full-benefits retirement age
and the larger share of benefits that will be subject to
income tax over the next few decades. In addition,
Medicare premiums — which are subtracted from
Social Security checks — are expected to rise rapidly.
And, finally, Social Security benefits may be further
reduced to solve a long-term funding shortfall.3

The decline in Social Security will hurt women
because various aspects of the program are especially
beneficial. Social Security provides higher levels of
replacement income for low earners than high earners
through its progressive benefit formula, and women
on average are low earners. To the extent that Social
Security is reduced, they lose this advantage.
Similarly, the cutback in Social Security will reduce
spousal benefits for married women who spend
considerable time out of the labor force. And, as

’ Munnell (2003).



discussed above, only Social Security provides full
inflation indexing. This is particularly valuable for
people who spend a long time in retirement, and
women live longer than men. Thus, the decline in
Social Security will lead to more poverty and near
poverty among future women retirees.

The other major development on the program side is
the shift from defined benefit pensions to 401(k)-type
plans and, within defined benefit plans, from
traditional to cash balance plans. These individual
account arrangements are clearly beneficial for
mobile workers such as women. But they pay
benefits at retirement as a lump sum rather than as
an annuity. Thus, married women will not have the
joint and survivor provision as the default option on
their husband’s pensions. Lump-sum payments raise
the prospect of the couple consuming a good deal of
their assets while the husband is alive, leaving little
to support the wife after he dies. Of course, those
receiving lump-sum payments could choose to
purchase annuities on their own.4 However, in
practice, few do. In short, the new plans simply do
not provide the same kind of protection for widows
as the traditional defined benefit plans.

In summary, many women are poor in old age
because the retirement system is based on earnings
and women have low earnings. Married women can
depend on their husband’s benefits, but these benefits
are cut when the husband dies. One factor that will
help in the future is that more women are working
than in the past, which improves their retirement
income prospects. However, the increase in divorced
and never-married women undermines retirement
security. Social Security cuts and the shift to 401(k)
plans further increase the difficulty women face in
securing an adequate retirement income.

Given these developments, women could enhance
their situation by saving more during their working
years. But most people do not save much on their
own. As women generally have low earnings, they
could find it particularly difficult to boost their saving.
Women covered by employer plans should benefit
from the shift to 401(k)s during the accumulation
phase. But the use of lump-sum payouts undermines
the retirement income security these plans provide to
long-lived women.

Another option for women is to postpone retirement
by continuing to work for a few more years.
Continued employment provides additional earnings
and puts off the date when people start drawing
down their 401(k) balances and other assets. But for
continued employment to be an option, people have
to want to work and employers have to be willing to
hire older workers.

Women, and single women in particular, are currently
the major population of older Americans suffering
inordinately high rates of poverty and near poverty.
Without significant changes in our retirement
income system, or in our work and saving behavior,
the economic position of elderly women could
become even more precarious in the future.

* One factor worth noting is that annuity prices for individuals
differ by gender; women pay more than men for an equivalent
monthly benefit because of their longer average life expectancy.

In contrast to private annuity markets, traditional defined benefit

pension plans are required by law to pay men and women equal
monthly benefits, assuming equal work and earnings’ histories
(Campbell and Munnell 2002).
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