THE IMPACT OF CHANGES IN COUPLES’ EARNINGS ON
MARRIED WOMEN’S SociAL SECURITY BENEFITS

by Barbara A. Butrica and Karen E. Smith*

Women’s labor force participation and earnings dramatically increased after World War 1. Those changes have
important implications for women’s Social Security benefits. This article uses the Social Security Administra-
tion’s Modeling Income in the Near Term (version 6) to examine Social Security benefits for current and future
beneficiary wives. The projections show that fewer wives in more recent birth cohorts will be eligible for auxil-
iary benefits as spouses because their earnings are too high. If their husbands die, however, most wives will still
be eligible for survivor benefits because, despite the increase in their earnings over time, they still typically have
lower earnings than their husbands. Even so, the share of wives who would be ineligible for widow benefits is

projected to double between cohorts.

Introduction

Women today are more likely than their mothers and
grandmothers to work and to have higher earnings
when they do work. Although women’s labor force
participation had been slowly but steadily rising since
the late 1800s, the majority of women did not work
and those who did work tended to be unmarried, less
educated, and poor (Goldin 2006). From the 1950s
through the 1990s, women’s labor force participation
soared as married women, older women, and those
with more education and vocational training entered
the labor market (Blau and Kahn 2007; Devereux
2004; Goldin 2006). Since then, the growth in
women’s labor supply has slowed dramatically, leav-
ing some researchers to speculate whether women’s
participation in the labor force has reached its “natural
rate” (Goldin 2006). Between 1950 and 2010, labor
force participation rates for women aged 25-54
doubled, from 37 percent to 75 percent (Chart 1).

In contrast, labor force participation rates for men

in the same age group declined by 8 percent during
this period, from 97 percent down to 89 percent. The
trends in work are even more dramatic for persons

aged 55-64, increasing by 122 percent for women
and declining by 20 percent for men (Bureau of Labor
Statistics 2011).

Married women in particular experienced the larg-
est gains in labor force participation rates during the
19502010 period (Census Bureau 2011, Table 596).

As aresult, dual-earner couples are becoming more
commonplace. Between 1980 and 2010, the propor-
tion of married couples with both spouses in the labor
force increased from 46 percent to 54 percent (Census
Bureau 1981, Table 6; Census Bureau 2010, Table FGI).

As women have increased their participa-
tion in the labor market, their earnings have also
increased. Median wage and salary income in 2010
dollars increased steadily for women in Social
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Security—covered employment, from $7,352 in 1940 to
$21,323 in 2008 (Chart 2). In contrast, men’s earnings
peaked in 1970 at $34,732; declined steadily through
1995; and then increased slightly to $30,690 in 2008
(SSA 2011, Table 4.B3). Because of those trends, men’s
earnings were twice as high as women’s earnings

in 1940, rising to 2.5 times as high in 1955, but only
1.4 times as high as women’s earnings in 2008.

Increased female labor force participation and earn-
ings coupled with declining male labor force participa-
tion and earnings have altered the correlation between
husbands’ and wives’ earnings. Schwartz (2010) found
the earnings of husbands and wives to be negatively
correlated in the late 1960s and 1970s, reflecting the
choice of women married to higher-earning husbands
to be full-time mothers. By the mid-2000s, the correla-
tion between spouses’ earnings had become positive,
reflecting men’s and women’s increasing preference for
spouses with similar earnings (Schwartz 2010; Swee-
ney and Cancian 2004). Schwartz (2010) estimated
that increases in married couples’ earnings inequality
between 1967 and 2005 would have been 25 percent to
30 percent lower had spouses’ earnings not increased
in their correlation. As women’s labor force participa-
tion and earnings have increased, married women’s
own-wage and cross-wage labor supply elastici-
ties have become more like those of married men,

meaning that married women’s labor supply is less
responsive to changes in their own wages and changes
in their husband’s wages (Blau and Kahn 2007).

Social Security benefits, which nearly a third of
beneficiaries aged 65 or older depend on for 90 percent
or more of their total income, are programmatically
linked to both marital and earnings histories (SSA
2010, Table 9.A1). There is no doubt that the trends in
work and earnings described earlier will affect Social
Security benefits. This article uses projections from a
microsimulation model to estimate the impact of those
trends on the Social Security benefits of future cohorts
of married retirees.

Social Security Program Rules

Social Security pays retired-worker benefits to workers
who have 40 quarters of earnings in covered employ-
ment over their lives. Those benefits are computed
by indexing annual earnings over a person’s working
life and then calculating his or her average indexed
monthly earnings (AIME) and primary insurance
amount (PIA)—the benefit payable at the full retire-
ment age (FRA).! Social Security reduces benefits for
those who collect them before the FRA and increases
benefits for those who delay collecting until after

the FRA.

Chart 1.
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Social Security also pays auxiliary benefits to
qualified spouses of retired workers. Those benefits
are computed using the earnings history of the current
spouse for individuals who are married when they
apply for benefits. The size of that benefit is effec-
tively equal to one-half of the spouse’s retired-worker
benefit.’

Retired workers are “dually entitled” if (1) they
are entitled to their own retired-worker benefits, and
(2) those benefits are less than the auxiliary benefits
to which they are entitled. Social Security pays dually
entitled beneficiaries their retired-worker benefit plus
the difference between their auxiliary and retired-
worker benefits.

Because Social Security retirement benefits depend
not only on the beneficiary’s earnings history, but also,
to a large extent, on his or her marital history and the
earnings histories of the spouse, the structural shift in
couple earnings has implications for Social Security
benefits. In the past, married women were likely to
receive only auxiliary benefits because they had little
or no lifetime earnings of their own. As their labor
force participation and earnings have increased over
time, more and more married women have become
entitled to retired-worker benefits. And an increase
in lifetime earnings that raises a woman’s PIA above

half her spouse’s PIA, all else equal, results in higher
Social Security benefits for that woman. Sandell and
lams (1997) noted that this is only true when women’s
husbands are alive; that is, higher lifetime earnings
usually have no effect on women’s Social Security
benefits as widows. That is because many married
women have PIAs that are more than half their hus-
bands’ PIAs, which qualifies them for retired-worker-
only benefits when their husbands are living. However,
many of those women have PIAs that are still less than
their husbands’ PIAs, which qualifies them for widow
benefits when their husbands die. Using hypotheti-

cal husbands and wives, the authors showed that the
distribution of earnings between spouses would

lead to different auxiliary benefits for the same total
earnings of the couple. Particularly noteworthy is that
Social Security couple and widow benefits are largest
when the wife does not work, and the widow benefit

is smallest when the husband’s and wife’s earnings

are equal.

Methodology

We analyze the impact of changes in couples’ earnings
on married women’s Social Security benefits using the
latest version (6) of the Social Security Administra-
tion’s Modeling Income in the Near Term (MINT6).

Chart 2.

Median wage and salary earnings of men and women in Social Security—covered employment,
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MINTG6 uses data from the 2001 and 2004 Survey of
Income and Program Participation (SIPP) matched to
Social Security administrative earnings and benefit
data through 2008 as the basis for its projections. For
those born from 1926 through 1975, MINT6 projects
each person’s mortality, entry to and exit from Social
Security Disability Insurance (DI) rolls, and age of
first receipt of Social Security retirement benefits.
Because Social Security benefits are closely tied to
the occurrence and timing of marital events, MINT6
also projects each person’s marital changes. The
model starts with the self-reported marriage histories
of respondents in the 2001 and 2004 SIPP panels and
then statistically projects future marriages, divorces,
and remarriages from the date of the SIPP interview
until the date of death.

In addition to demographic relationships, MINT6
projects earnings and Social Security benefits.?
Because Social Security benefits depend on the earn-
ings histories of retirees and their spouses, MINT6
starts with husbands and wives in the 2001 and
2004 SIPP panels, with an exact linkage to each of
their own Social Security administrative records of
Social Security—covered earnings from 1951 through
2008. Thus, for observed couples in the SIPP, MINT6
accounts for the majority of their actual lifetime earn-
ings for the war baby cohort and more than a third of
career earnings for the generation X (GenX) cohort.
Few, if any, other data sources capture respondents’
earnings histories, marriage histories, and the earn-
ings histories of their current and past spouses—all
of which are crucial for estimating Social Security
benefits.

MINT®6 also accounts for major changes in the
growth of economy-wide real earnings, the distri-
bution of earnings both between and within birth
cohorts, and the composition of the retiree population.
All of those factors will affect the retirement incomes
of future retirees. (For more detailed information
about the MINT model, see Smith and others (2010);
Smith and others (2007); and Smith, Cashin, and
Favreault (2005).)

The main focus of our analysis is to understand how
historical and projected changes in married women’s
labor force participation and earnings will impact
their Social Security benefits and how those things
have changed over time. To do this, we separate our
analyses into four 10-year birth cohorts, represent-
ing war babies (born 1936—1945), leading boomers
(born 1946—1955), trailing boomers (born 1956—1965),
and GenXers (born 1966—1975).* We analyze the

characteristics, earnings, and Social Security benefits
of married women in those cohorts at their Social
Security take-up age.” We exclude married women
who are projected to ever receive DI benefits. Thus,
our results for the war babies reflect their outcomes
at some time between 1998 and 2015, depending on
when they are projected to claim benefits. Our results
for GenXers reflect their outcomes at some time
between 2028 and 2045. All reported income projec-
tions are in 2011 price-adjusted dollars.

Findings

The increase in women’s labor force participation and
earnings over time have changed the share of mar-
ried women who are expected to be eligible for Social
Security retired-worker benefits based on their own
earnings (Chart 3). MINTG6 projects that the propor-
tion of wives receiving retired-worker benefits will
increase from 82 percent of war babies to 93 percent of
GenXers. Although the labor force participation rates
of men have declined slightly at the same time that
women’s labor force participation rates have increased,
many couples are still dual earners. As a result, both
the wife and husband will be eligible for retired-
worker benefits. As expected, this phenomenon has
increased over time from 78 percent of war baby wives
to 85 percent of leading boomer wives, 89 percent of
trailing boomer wives, and 88 percent of GenX wives.

Social Security benefits depend on a married
woman’s earnings, as well as on how her earnings
compare with those of her husband. Consistent with
what other researchers have found, MINT6 projects
that spouse lifetime earnings are positively correlated
and that correlation will become stronger over time
(Chart 4). For example, the correlation of spouse
lifetime earnings (AIME) is 0.16 for war baby wives,
increasing to 0.17 for leading boomer wives, 0.20 for
trailing boomer wives, and 0.25 for GenX wives.

Because spouses’ earnings are expected to become
even more similar over time, MINT6 projects that
fewer wives will be eligible for auxiliary benefits
based on their husbands’ earnings. Among the war
baby wives shown in Chart 5, 18 percent will receive
a Social Security benefit based entirely on their
husbands’ earnings (auxiliary only), and 27 percent
will receive a Social Security benefit based in part
on their husbands’ earnings (dually entitled). In total,
45 percent of war baby wives will receive auxiliary
Social Security benefits when they claim them.
Among GenX wives, only 25 percent will receive aux-
iliary benefits when they claim them. Just 7 percent of

4
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Chart 3.

Percentage of married women and married couples projected to be eligible for retired-worker benefits at
Social Security take-up age, by birth cohort
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Chart 4.
Correlation between husbands’ and wives’ projected average indexed monthly earnings, by birth cohort
Correlation
0.25
0.25 1
0.20
0.20
0.17
0.16
=
0.151
0.101
0.05 1
0.00 T T T T
War babies Leading boomers Trailing boomers GenXers
(1936-1945) (1946-1955) (1956—1965) (1966-1975)

Birth cohort

SOURCE: Authors’ calculations using MINT6 data.
NOTE: Sample includes married women in the year they claim Social Security benefits, but excludes those women projected to ever receive

Social Security Disability Insurance benefits.

Social Security Bulletin, Vol. 72, No. 1, 2012 5



GenX wives will receive only auxiliary benefits, while
18 percent of them will receive both retired-worker
and auxiliary benefits. The closing gap between
spouses’ earnings is also reflected in the share of mar-
ried women projected to receive only retired-worker
benefits at Social Security take-up. Among war babies,
55 percent of wives will receive only a retired-worker
benefit based on their own earnings because that
benefit is larger than the auxiliary benefit based on
their husbands’ earnings. In other words, over half of
the wives in the war baby cohort have earnings that
are too high relative to their husband’s earnings to
qualify for auxiliary benefits. Over time, the size of
the retired-worker-only population of married women
is projected to increase by 20 percentage points to

75 percent of GenXers.

While her husband is alive, a wife is eligible
for an auxiliary benefit if her own retired-worker
benefit is less than 50 percent of her husband’s
retired-worker benefit. If her husband dies, the same
woman is eligible for an auxiliary benefit if her own
retired-worker benefit is less than 100 percent of her
husband’s retired-worker benefit. The women who
meet those criteria will receive higher benefits as
widows.® Chart 6 compares the projected benefits of

married women when their husbands are alive and
after they die. Married women in the war baby cohort
are expected to receive average monthly benefits of
$1,028 as spouses and $1,560 as widows, in 2011
dollars (before any actuarial adjustments for early or
delayed retirement). As women’s earnings increase
over time, their Social Security benefits will also
increase. So it is not surprising that married women in
the GenX cohort are projected to receive higher aver-
age monthly benefits ($1,551 as spouses and $2,040 as
widows) than their war baby counterparts. Although
the average married woman will get a higher Social
Security benefit as a widow than as a wife, not all
married women can expect larger benefits when their
husbands die. Married women whose retired-worker
benefits are higher than their husbands’ retired-worker
benefits will not be eligible for widow benefits based
on their husbands’ earnings. Those women will see

no change in their Social Security benefits when their
husbands die. MINT6 projects that 82 percent of war
baby wives will receive higher benefits as widows than
as spouses—meaning that an additional 18 percent of
those women will see no change in their benefits when
their husbands die. As women’s earnings increase over
time, married women are more likely to have higher

Chart 5.

Projected Social Security benefit status of married women at Social Security take-up age, by birth cohort
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earnings (and consequently higher retired-worker for retired-worker benefits. The last two rows of the

benefits) than their husbands and are therefore less table show the average benefit a wife would receive
likely to receive widow benefits. Reflecting this trend, if that benefit was computed using only her own
MINT®6 projects that only 66 percent of GenX wives lifetime earnings and the share of the actual benefit it
will receive higher benefits as widows than as spouses.  represents. This simulation assumes the wife’s retired-

worker benefit is larger than any auxiliary benefit she
could receive based on her husband’s earnings and that
she is ineligible for auxiliary benefits.

Another way to understand how the changes in
spouses’ earnings might impact the Social Security
benefits of married women is to simulate benefits

(1) based only on their husbands’ earnings, (2) based The results show that average benefits based on just
only on their own earnings, and (3) to compare those the husband’s earnings are less than actual benefits
benefits with actual benefits based on both spouses’ because many wives do work and will receive retired-
earnings. Table 1 shows projected average Social worker benefits based entirely on their own earnings.
Security benefits (before any actuarial adjustment) However, average benefits based just on the wife’s
using three computation methods. The first row earnings are also less than actual benefits because
shows the average benefit a wife receives based on many wives will still receive auxiliary benefits.

her retired-worker benefit and any auxiliary benefit Average benefits based just on the husband’s

she may be entitled to as a spouse. The next two earnings are projected to increase from $736 to $910
rows show the average benefit a wife would receive if between the first (war baby) and last (GenX) cohorts,
that benefit was computed using only her husband’s which is a decline from 72 percent of the actual
lifetime earnings and the share of the actual benefit benefit for war baby wives to only 59 percent of the

it represents. This simulation essentially assumes actual benefit for GenX wives. This result suggests
that the wife does not work and that she is ineligible that over time, married women’s actual benefits

Chart 6.

Projected mean monthly Social Security benefits of married women at Social Security take-up age before
and after their husbands die and percentage of women who will receive higher benefits as a survivor, by
birth cohort
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Table 1.

Projected mean monthly Social Security benefit of married women at Social Security take-up age and
share of actual benefit, by computation method and birth cohort (in 2011 dollars)

War babies| Leading boomers Trailing boomers GenXers
Computation method (1936-1945) (1946-1955) (1956-1965) (1966-1975)
Actual benefit # 1,028 1,213 1,395 1,551
Using only husband's earnings b
Simulated benefit 736 811 878 910
Share of actual benefit (%) 72 67 63 59
Using only wife's earnings °©
Simulated benefit 833 1,060 1,276 1,444
Share of actual benefit (%) 81 87 9 93

SOURCE: Authors’ calculations using MINT6 data.

NOTE: Sample includes married women in the year they claim Social Security benefits, but excludes those women projected to ever receive

Social Security Disability Insurance benefits.

a. Defined as the wife's Social Security benefit, which is based on both the husband's and wife's earnings. That amount is derived by
comparing the wife's PIA with her husband's PIA. If the wife's PIA is less than one-half of her husband's PIA, then the amount of Social
Security benefit she receives is effectively equal to one-half of her husband's PIA. This is the Social Security benefit the wife would
receive before any actuarial reductions for early retirement or increases for delayed retirement.

b. Computed as one-half the husband's PIA, which is based on the husband's earnings.

c. Defined as the wife's PIA, which is based on the wife's earnings.

are decreasingly likely to be based entirely on their
husbands’ earnings. Average benefits based just on the
wife’s earnings are projected to increase from $833

to $1,444 between cohorts, which is an increase from
81 percent of the actual benefit for war baby wives to
93 percent of the actual benefit for GenX wives. This
finding suggests that over time, married women’s
actual benefits are increasingly likely to be based
entirely on their own earnings.

Conclusions

In this article, we consider how changes over time in
the earnings of couples will impact married women’s
Social Security benefits. Historical trends show dra-
matic increases over time in women'’s labor force par-
ticipation and earnings and a declining earnings gap
between men and women. These trends will signifi-
cantly reduce the share of married women projected to
receive auxiliary Social Security benefits at retirement
and will reduce the level of auxiliary benefits for mar-
ried women who are projected to receive them.

Compared with war baby wives, a larger share of
wives in later cohorts will be eligible for Social Secu-
rity benefits based solely on their own earnings. Their
rising earnings will increase wives’ average Social
Security benefits by 50 percent over the next 30 years.
Despite rising female lifetime earnings, wives’ earn-
ings typically remain below those of their husbands, so

many wives who are retired-worker-only beneficiaries
while their husbands are alive will receive auxiliary
benefits when their husbands die.

The Social Security provisions that pay auxil-
iary benefits to wives and widows were intended to
increase adequacy, particularly important for early
cohorts of women with little or no lifetime earnings
(Berkowitz 2002). As earnings of husbands and wives
have become more equal over time, the impact of
those provisions will decline. Still, about one-fourth
of GenX wives and two-thirds of GenX widows are
expected to receive auxiliary benefits at retirement.
As Congress seeks ways to reform Social Security to
address insolvency, changes to the auxiliary benefit
provisions—in the face of dramatic shifts in men’s and
women’s earnings—should be considered.

Notes

Acknowledgments: The authors are grateful for helpful
comments from Joni Lavery and Chris Tamborini at the
Social Security Administration.

' The 1983 Amendments to the Social Security Act
gradually increased the FRA from 65 to 67. Beginning with
persons born in 1938 (who turned age 62 in 2000), the FRA
increased 2 months a year until it reached 66 for those born
in 1943 (who turned age 62 in 2005). The FRA remains
at this level for the next several years. It begins increas-
ing 2 months per year again for persons born in 1955 (and

8
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turning age 62 in 2017), until it reaches 67 for those born in
1960 and later.

2 Unless the spouse’s Social Security benefit is reduced
for early retirement or increased for delayed retirement.

3 MINTS6 also projects income from pensions, assets,
Supplemental Security Income, other transfer income,
income of coresident household members, and imputed
rent. Those income sources, however, are not analyzed in
this article.

4 The baby boom cohort is typically represented as per-
sons born from 1946 through 1964. For analytical purposes,
however, we define the baby boom cohort as those born
from 1946 through 1965.

3 Social Security take-up age for married women varies
between ages 62 and 70 depending on individuals’ take-up
decisions. MINT6 assumes that all eligible individuals
take-up benefits by age 70, after which delaying take-up
does not increase benefits.

¢ This benefit, however, will be less than the total benefit
the couple would have received when the husband was
alive, which is one reason why poverty rates among older
widows are so high.
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