
to improved education, greater presence in the labor force, and more equi-
table wages (Smeeding, Estes, and Glasse 1999). Despite these improve-
ments, inequality among the aged is pronounced. It may even be growing.
Why has it been so persistent? What is the state’s role in shaping it?

Our answer to these interrelated questions is straightforward. Times
have changed, but the situation for many older—and younger—women
has not. The problem is that many of the gains made in the family, the
labor market, and the welfare state have been offset by losses in the same
realms. Fewer women are marrying and more are raising children on
their own (Hartmann, Rose, and Lovell 2006). Our social policies fail to
recognize our social trends; couples who are not married, whether gay
or straight, operate without much of a safety net. Moreover, increases at
the top, in the numbers of women doctors and lawyers, for example,
have been offset by lower real wages and limited protections for women
at the bottom of the labor market (England 2006). Furthermore, we
have not adapted the welfare state to make it more responsive to these
changing dynamics. The policy agenda is instead dominated by efforts
to decrease the role of government by constraining welfare costs and
outsourcing social provision to private corporations. Some argue that
strengthening markets will ultimately lead to increased well-being among
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Source: He et al. 2005, table 6-1.
Note: Civilian noninstitutionalized population.
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Figure 1.4 Marital Status of Those Sixty-Five and Older, 2003

Older women have fewer financial resources than older men, no mat-
ter how you measure them. As we show in chapter 4, women’s old age
income streams are significantly smaller than men’s. Throughout the life
course, women earn substantially less than men, and black and Hispanic
women earn substantially less than white women (Padavic and Reskin
2002; Blau, Simpson, and Anderson 1998). In old age, the picture is no
different. Women’s average Social Security benefits are 75 percent of
men’s (Lee and Shaw 2003). They are only 60 percent as likely as men to
receive a private pension and when they do receive one the average size
is about half that of men’s (McDonnell 2005). Women’s lower old age
income is linked to lower wages and higher responsibility for care work
throughout the life course. Women retain primary responsibility for the
care of children and disabled and frail adults, though men have become
more involved (Hooyman and Gonyea 1995; Padavic and Reskin 2002).
Although care work can be emotionally rewarding, it often takes a toll



on care workers in terms of economic, physical, emotional, and social
health. Fully 60 percent of adult women will provide care for a frail rel-
ative at some point, truncating their wages, pensions, and savings in the
process (Katz Olson 2003).

Older women’s health is only slightly worse than older men’s, but the
consequences of poor health are more pronounced for women because
they live longer and have fewer resources (He et al. 2005; Himes 2001).
Moreover, the exclusion of long-term care coverage in Medicare makes
it more difficult for them to obtain formal health care. Obtaining infor-
mal care is also more difficult for them because they are so much less
likely to have a spouse as their caregiver. Older women are twice as likely
as older men to need a caregiver and twice as likely to be one (Hooyman
and Gonyea 1995; National Alliance for Caregiving and AARP 2004).
Two-thirds of all older people receiving long-term care in the commu-
nity are women and three-fourths of those receiving care in nursing
homes are (He et al. 2005; Estes 2001). We have summarized these gen-
der differences in old age in table 1.1. The discrepancies noted in this
chart have persisted for decades; as we shall see, many are likely to per-
sist for decades more.
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Source: U.S. Census Bureau 2005b, table 6-3.
Note: Civilian noninstitutionalized population.
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sixty-five to seventy-four, 57 percent of white women—versus 52 percent
of Asian, 48 percent of Hispanic, and just 33 percent of black women—
are married. By age eighty-five and older, 17 percent of Hispanic, 13 per-
cent of white, 11 percent of Asian, and 4 percent of black women are
married. Partly as a result of lower marital rates, black women are by far
the least likely to live with a spouse. Among women sixty-five and older,
42 percent of Asian, 41 percent of white, 40 percent of Hispanic, and 25 per-
cent of black women live with a spouse (see figure 1.7). In the process,
black women have less access to multiple income streams and to the
economies of scale that come with cohabitation. Along with fewer
resources, older blacks and Hispanics have worse health. They tend, as
we explain in chapter 5, to be sicker throughout old age and to not live
as long as their white and Asian counterparts. The intersection of gen-
der, race, class, and marital status becomes clear in figure 1.8. Among
older women who are black or Hispanic, and single and living alone,
poverty rates are 40 percent.
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Source: He et al. 2005, table 6-2.
Note: Hispanic all races. Civilian noninstitutionalized population. Married spouse 
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Responding to Inequality

Given the existing degree of inequality, the United States could be enter-
taining, and even implementing, a series of policy changes that would
reduce inequality in old age. We are not. In part, inaction is linked to an
optimistic political argument that the problem of gender inequality in old
age is a disappearing problem (Blau, Brinton, and Grusky 2006; Johnson
1999). Many scholars and policy makers argue that though women who
are old today are worse off than older men, their daughters will not be
because women’s rising education and employment rates may diminish
gender inequality with each successive generation. Tom Saving, public
trustee for Social Security and member of the President’s Commission
on Social Security, agreed with this sentiment when he told a University
of Texas at Austin audience that the problem of low benefits for older
women is a disappearing problem. The result of this optimism is that
gender inequality among future generations of older women is receiv-
ing relatively little attention in current welfare state debates. Indeed,
very few of the debates on the reform of Social Security have even men-
tioned the impact on spouse and widow programs through which most
older women gain benefits.

10 Market Friendly or Family Friendly?

Source: U.S. Census Bureau 2005b, figure 6-4.
Note: Hispanic all races. Civilian noninstitutionalized persons.
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There is some basis to this optimistic perspective. We have witnessed
impressive changes in the last several decades, including a significant
movement of women into the labor force, a retreat from marriage, numer-
ous expansions and retrenchments of the U.S. welfare state, and a notable
decline in poverty among the older Americans. Nonetheless, the scenario
for women born in the 1950s, 1960s, and 1970s may look a lot like that of
their predecessors because many of the improvements for women have
stalled out (England 2006; Hartmann, Rose, and Lovell 2006; McCall
2001). The sources of old age inequality include gender and race dis-
crimination in the labor force, unequal responsibility for care work, and
an increasingly outdated benefit structure in our old age welfare pro-
grams (Padavic and Reskin 2002; England 2006; Herd 2005b). Indeed,
we are in the midst of large demographic and social changes, and yet the
policy changes that would make old age welfare programs more respon-
sive are generally not even on the table for discussion (Hacker 2002).

The second, and more complex, political argument hampering the
development of a more responsive welfare state is the growing acceptance
of the ideology that welfare policies must be market friendly. The basic
premise of this market-friendly economic position is that the government
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Figure 1.8 Those Sixty-Five and Older Below the Poverty Line, 2003

Source: DeNavas-Walt, Proctor, and Lee 2005.
Note: Civilian noninstitutionalized persons.
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Inequality Linked to Race, Class, and Marital Status

Considerable inequality between men and women is matched by con-
siderable inequality among women. Thus a comprehensive discussion
of inequality in old age requires careful attention to inequality due to race,
class, and marital status. As figure 1.1 shows, Asians, Hispanics, and
blacks are substantially more likely than whites to be poor in old age due
to a broad array of economic and social factors. Education levels vary
dramatically among the aged by race. Fully 76 percent of older whites
have at least a high school degree, versus only 52 percent of older blacks
and 36 percent of older Hispanics (He et al. 2005). Across the life course,
whites have higher average earnings and lower unemployment rates
than blacks and Hispanics. By old age, family incomes are dramatically
different. Among families with a household head between sixty-five
and sixty-nine, median household incomes of blacks and Hispanics are
57 percent those of whites (He et al. 2005). Lower incomes lead to lower
asset accumulation, and older blacks, Hispanics, and Asians are signif-
icantly less likely than older whites to own their own homes. In 2001, for
example, 83 percent of whites versus 66 percent of blacks, 65 percent of
Hispanics, and 63 percent of Asians were homeowners (He et al. 2005).

Older whites, Asians, and Hispanics are much more likely than older
blacks to be married. Marital rates for black women, as shown in fig-
ure 1.6, are significantly lower than for other groups. Among those age
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Table 1.1 Gender Differences

• Older women are nearly twice as likely to be poor.
• 70 percent of all poor older persons are women.
• Women live more than five years longer than men.
• Older women are only 50 percent as likely to be married.
• Older women account for 75 percent of all older people living alone.
• Older women are only 60 percent as likely as older men to be employed.
• Older women’s average public pensions are just 75 percent of older men’s.
• Older women are only 60 percent as likely to receive private pensions.
• Older women’s private pensions are just 50 percent of men’s.
• Older women report worse overall health.
• Older women have more chronic conditions than older men.
• Older women report more functional limitations.
• Older women are twice as likely as older men to need a caregiver.
• Women are twice as likely as men to be a caregiver.
• Older women make up 65 percent of the community-based long-term care

population.
• Older women comprise 75 percent of the nursing home population.

Source: Authors’ compilation.



demands of work and home. They point out that the emphasis on indi-
vidual choice, risk, and responsibility overlooks the degree to which
both economic and health inequalities are shaped over the life course by
structural inequalities in education, employment, families, and other
social institutions. They suggest that cumulative disadvantages across
the life course create conditions wherein certain groups—notably women,
blacks, Hispanics, and the unmarried—are particularly disadvantaged in
old age (Collins 1991; Misra 1998, 2002; McCall 2001; Acker 2006). Thus
individual choices and actions are shaped by historical, political, and eco-
nomic factors—with different consequences for some than for others.

Whether poverty and ill-health in a land of plenty are worthy of state
intervention is fundamentally a moral question, the answer to which
depends entirely on what ideological perspectives are embraced in social
and political arenas. In this chapter, we consider two ideological per-
spectives that are central to current welfare state debates. We contrast
the market-friendly and family-friendly positions on the role of the state
in shaping old age inequality (see table 2.1). We then turn to the welfare
state debates that have dominated the literature for years but have found
new and different life in the wake of efforts to privatize public welfare.
First, should welfare benefits be flat, or should they redistribute resources
from the well off to the most vulnerable? This debate, historically ear-
marked as adequacy versus equity, is revived under efforts to priva-
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Table 2.1 Market-Friendly Versus Family-Friendly Welfare State Policies

Market friendly
Retrenchment and containment

-Reduce welfare expenditures, corporate and personal taxes.
-Emphasize free market.

Privatization
-Eliminate or reduce government regulation and provision.
-Outsource provision to free market.

Individualism
-Emphasize individual choice, risk, and responsibility.

Family friendly
Expansion and revision

-Implement programs that help families balance paid and unpaid work.
-Make programs more responsive to sociodemographic changes.

Public provision
-Reduce inequalities generated in the market and other institutions
-Increase public oversight.

Universal and redistributive
-Spread the risk and repercussions of market instability.

Source: Authors’ compilation.



as much as men. Second, rising wage inequalities between different sub-
groups of women have hurt women’s overall gains (McCall 2001; Blau
and Kahn 1997; Fischer and Massey 2004). Well-educated white women
have experienced large gains over the last thirty years, but black women
and women with more limited educational attainment, who ironically
have consistently participated significantly more in the labor force than
their white and college educated counterparts, have at best experienced
few gains and at worst fallen even further behind.

The Wage Gap

The gender wage gap among men and women engaged in full-time
work illustrates both how far women have come and how far they still
have to go. As figure 3.2 shows, in 1960, full-time year-round women
workers made just 61 cents for every dollar men earned. In 2004, these
same women earned just under 77 cents on the same dollar (Institute for
Women’s Policy Research 2006; U.S. Bureau of Labor Statistics 2006).
If we exclude the self-employed, the wage gap falls to 80 cents on the
dollar. This gap has diminished not only because women’s wages have
grown but because men’s have stagnated and even shrunk in some cases
(Blau and Kahn 1997; Waldfogel and Mayer 1999). In contrast to the pro-
market argument that human capital development, such as higher edu-
cation, protects workers from wage gaps, researchers find that the wage
gap is just as large, if not larger, among women with high educational
attainment. College-educated women earn 30 percent less than college-
educated men (Black et al. 2004). Although the relative gains in women’s
wages represent an enormous improvement, earning at best 80 percent
of what men earn remains a significant hurdle for women’s income
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Source: U.S. Bureau of Labor Statistics 2006.
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security (Blau and Kahn 1997). To emphasize this point, studies show
that the poverty rate among women would drop by 50 percent if this fis-
sure were closed (Institute for Women’s Policy Research 2000).

Most problematic, the effects of the wage gap accumulate across the
life course. Hartmann and her colleagues (2006) traced the gender dif-
ference in accumulated wages over fifteen years and found that, on aver-
age, women earn just 38 percent of what men earn. In a similar project,
they looked at the accumulated wage differentials for college-educated
women and men. They found that for a college-educated woman age
twenty-five to twenty-nine in 1984, average cumulative losses due to the
wage gap were $75,585 by 1989, $273,179 by 1999, and $440,743 by 2004
(Institute for Women’s Policy Research 2006). In other words, after twenty
years, the average college-educated woman has earned $440,000 less than
the average college-educated man. The gender gap in wages increased as
these women grew older. When they were in their twenties, women’s
average annual full-time year-round earnings were about 75 percent of
men’s. By the time they were in their late forties, they earned only 62 per-
cent. Note that these data exclude women who are not working full-time,
year-round during this time; if those women were included these cumu-
lative wage differentials would be even more pronounced.

How do we best explain the persistent gap in wages between women
and men working full-time? Historically, economists focused on gender
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man” (Crittenden 2001, 29). More than anything else this means not hav-
ing children.

The root of women’s current predicament lies in the historic rise of
industrialization and work outside the home, which was built on the
premise that the worker had a wife at home to raise children and main-
tain the household (Acker 1990). The workplace remains structured
around this model, and women, even when they work, remain more
burdened with a “second shift” of domestic responsibilities than men
(Hochschild and Machung 1989). Joan Acker argues that true gender
equality would require that the “rhythm and timing of work be adapted
to the rhythms of life outside of work. Caring work would be just as
important and well rewarded as any other . . . women and men would
share equally in different kinds of work” (1990, 155). The reality, how-
ever, is that the workplace largely has not changed and in some ways has
become more demanding in the past thirty years (Clarkberg and Moen
2001; Schor 1991). Although men have picked up more responsibility for
raising children and running the home, they do not carry an equal share
(Bianchi, Milkie, and Sayer 2000; Bianchi, Robinson, and Milkie 2006).
Thus, if women want to succeed, or even work consistently, they must
seriously consider the impact of having children (Goldin 2006). Many
jobs require forty hours or more per week, provide limited vacation and
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ones to change the diaper, drive for the car pool, make meals for chron-
ically ill children, or help aging parents shower (Brines 1994; Bianchi
et al. 2006; Sayer 2005; Herd and Harrington Meyer 2002). This labor is
not rewarded financially, thus it has enormous implications for
women’s participation in the workplace and their ultimate income secu-
rity. Furthermore, as figure 3.4 shows, though men are doing more
childcare than ever before, they are still doing less than women. In the
1960s, women did six times as much childcare as men; today they do
twice as much.

Early in the life course responsibilities include housework and child
care. Hochschild and Machung’s book, Second Shift (1989), documented
the burden that middle-class career women face balancing paid work
and unpaid care and household responsibilities. More recent studies con-
tinue to document women’s primary responsibility for the second shift
(Brines 1994; Bianchi et al. 2000, 2006; Sayer 2005). What studies reveal is
not that men do not perform unpaid care work, but that women perform
more of it. Time surveys estimate that men spend from 60 to 75 percent
as much time on household chores as women do (Bianchi, Milkie, and
Sayer 2000; Bianchi, Robinson, and Milkie 2006; Sayer 2005). Chloe Bird
(1999) found that men report doing about 42 percent of all household
labor, and women 68 percent. Patricia Voydanoff and Brenda Donnelly
(1999) found that mothers spend about thirty-six hours a week doing
household labor versus the sixteen hours fathers spend.
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Figure 3.4 Women’s to Men’s Time Doing Childcare
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place, mothers are most likely to be the custodial parent. In 2005, women
comprised 84 percent of single parents (Grall 2005). Single parents are
almost equally divided between those never married and those divorced
or separated (Grall 2005). Custodial mothers are left with the responsibil-
ity for the majority of costs and effort associated with raising their chil-
dren. More than 30 percent of children living with single mothers report
that they have not even seen their father in the past year (Sorensen and
Zibman 2000). Marcia Carlson (2006), using the National Longitudinal
Youth Survey, estimates that between 50 and 75 percent of noncustodial
fathers have little to no involvement with their children. Further, about
25 percent of single mothers are not receiving child support payments to
which they were legally entitled (Sorensen and Zibman 2000; Sorensen
and Hill 2004). Approximately 30 percent of those receiving payments
are not receiving the full award. In sum, custodial mothers received just
60 percent of the child support due to them (Sorensen and Zibman 2000).
Of course, the awards are so meager to begin with that studies show
child support payments do not significantly reduce poverty among
single mothers. One estimate is that 39 percent of children, as opposed
to 37 percent, would have been poor if child support payments had not
been made (Sorensen and Zibman 2000). In 2002, the average annual
child support payment to mothers was $3,600, or $300 a month (Grall
2005). A key reason that child support payments are not the panacea to
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Figure 3.5 Households Headed by Single Parents



Source: U.S. Census Bureau 2006b.
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improving the welfare of single mothers is that many of the fathers are
so poor themselves (Cancian and Meyer 2004).

Ultimately, single mothers are far more likely to be living below the
poverty line than are their married counterparts. Figure 3.6 shows that
roughly 10 percent of married couples, versus more than 40 percent of
black and Hispanic single mothers, are poor. Divorce is problematic for
women because they bear the economic brunt when marriages end
(Holden and Smock 1991; Smock, Manning and Gupta 1999). By con-
trast, men’s standard of living is little affected (Bianchi, Subaiya and
Kahn 1999; Burkhauser et al. 1991; McManus and DiPrete 2001). Using
data from the 1980s, Suzanne Bianchi, Lekha Subaiya, and Joan Kahn
(1999) found that the income to need levels for formerly married mothers
was just 56 percent that of their former husbands. Never-married moth-
ers, however, who are disproportionately black and less educated, are
even more likely to be poor than their divorced counterparts. In 2002,
never-married single mothers comprised 43 percent of all single moth-
ers but more than half of single mothers in poverty. The comparable
rates for divorced mothers were 35 and 25 percent respectively (Fields
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Figure 3.6 Poverty Status of Families with Children Under 18



experience, and time out of paid labor, the wage differences between
mothers and nonmothers are 5 to 7 percent.

Finally, feminist sociologists point out that discrimination may also
explain part of the wage gap. There is certainly evidence that women
and men with similar education and experience earn different wages.
Table 3.1 shows that pursuing higher educational attainment is not pro-
tecting women from the pay gap. White women with professional degrees
and masters degrees working full-time year-round earn just 81 percent
and 68 percent, respectively, of what comparable white men earn. Black
women working full-time year-round with master’s degrees earn 87 per-
cent of what black men earn, though black women with college degrees
earn relatively equivalent wages to black men with college degrees. Court
cases often conclude that these differentials are linked to discrimination.
In 1998, the CoreStates Financial Corporation paid $1.5 million in back
wages and salaries after the Department of Labor (DOL) found compa-
rable women employees were paid less than men. When the DOL does
management reviews, around three-quarters ultimately show pay dis-
crimination (Burkins 1998). A 1999 review of the School of Science at
MIT found that women occupied around just 5 percent of faculty posi-
tions. Women faculty received less pay, less space, fewer resources, fewer
rewards, and were included less frequently on important committees
than were their male colleagues (Massachusetts Institute of Technology
1999). A more recent lawsuit was filed against Wal-Mart for sex dis-
crimination. Women in every job category were paid less than men—even
women with the same seniority and higher performance ratings than the
men (Green 2003). Whether these specific claims of gender discrimina-
tion would be validated with more generalizable statistics is in some
question. Some argue that a 10-cent wage gap remains, even controlling
for human capital variables within specific occupations. Others, how-
ever, maintain that the gap has nearly closed when controlling for these
factors (Council of Economic Advisers 1998; O’Neil 2003; Rawlston and
Spriggs 2001).

Feminists debate the degree of deliberateness in discrimination. Some
hold that dominant groups use discrimination to preserve patterns of
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Table 3.1 Women’s Earnings as Percentage of Men’s: 
Full-Time Year-Round Workers

BA MA Prof. PhD

White 69 68 82 81
Black 98 87 * *
Hispanic 91 87 * *

Source: Calculated based on U.S. Census Bureau 2005a, 2006a.
*Inadequate number of respondents in cell.



labor force (U.S. Bureau of Labor Statistics 2006). Black women are also
more likely to work full-time; eight out of ten black women versus seven
out of ten white women work at least thirty-five hours a week. At the
same time, however, black and Hispanic women are more likely to be
unemployed than white women. In 2004, the unemployment rate for
those age sixteen and over was nearly 10 percent for black women and
7 percent for Latino women, versus less than 5 percent for white women
(U.S. Bureau of Labor Statistics 2006). Asian women, at 4.3 percent, are
least likely to be unemployed.

As labor force participation rates between different groups have con-
verged, however, the pay gap among different groups of women has
expanded. Race inequality is pronounced and growing. As shown in
table 3.2, in 1979, black women earned 13 percent less and Latino
women 19 percent less than white women but in 2004, black women
earned 14 percent less and Latino women 28 percent less (U.S. Bureau
of Labor Statistics 2006). Asian women, however, typically earn more
than white women. Even among well-educated women with strong
attachments to the labor force, the wage gap between black women and
white men is larger than that between white women and white men.
After controlling for age, highest level of educational attainment, college
major, and labor force experience, black women earned 13 percent less
and white women 9 percent less than white men (Black et al. 2004).

Further, wage inequalities linked to education have been growing
(McCall 2001). Between 1979 and 2003, wages grew by 33 percent for
college-educated women, but only slightly for high school graduates,
and not at all for those without a high school diploma (Mishel, Bernstein,
and Allegretto 2005). The net effect is that the premium for completing
college is growing dramatically for women. In 1980 women with a col-
lege degree earned 28 percent more than women with only high school
degrees. By 2003, this difference had risen to 46 percent (Mishel, Bernstein,
and Allegretto 2005). Because white and Asian women are much more
likely than black and Hispanic women to complete college, they are much
more likely to reap the benefits of this trend.
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Table 3.2 Women’s Median Weekly Earnings in Current Dollars

1979 1980 1985 1990 1995 2000 2002 2004

Black 169 185 252 308 355 429 473 505
White 194 203 281 353 415 502 547 584
Latino 157 172 230 278 305 366 397 419
Asians 547 566 613

Source: U.S. Bureau of Labor Statistics 2006.



Source: Smeeding, Estes, and Glasse 1999.
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figure 4.2 shows, among older women in 1970, the poverty rate was 27 per-
cent for whites and 53 percent for blacks. In 2004, it was 10 percent for
white women and 26 percent for black women (U.S. Census Bureau
1971; DeNavas-Walt, Proctor, and Lee 2005; He et al. 2005). Older His-
panic women’s poverty rates have remained stable at around 25 percent
since the early 1970s, meaning that the poverty gap between older white
and Hispanic women has nearly doubled.

Why do older women remain so much poorer than older men, and
why is inequality among women by race, class, and marital status increas-
ing? And, perhaps most important, why is this inequality expected to
persist over the next several decades? Proponents of market-friendly
welfare policies suggest that these inequalities merely represent the long-
term consequences of a lifetime of less human and social capital devel-
opment, in part due to weaker attachment to the labor force. They favor
implementing old age welfare policies that emphasize individual choice,
risk, and responsibility to encourage those with weaker experiences in
the labor market to be more competitive and committed. Conversely,
proponents of family-friendly welfare policies point out that such indi-
vidualization and privatization will lead to greater levels of inequality
in old age. They argue that the problem is that our current old age
income systems are outdated and should be retooled to become more
responsive to sociodemographic changes. Retirement income remains
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Figure 4.1 Poverty Rates, Age 65 and Older
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built around a breadwinner family structure. The three main streams of
retirement income—Social Security, private pensions, and savings—
continue to foster women’s economic dependence on men. Those who
fare best have remained either consistently employed or consistently
married. When women, as is increasingly the case, do not fit this model,
they pay a heavy economic price. Here, we review the existing types of
old age income and show how continued reliance on the breadwinner
model has important implications not only for gender inequality, but
also for race, class, and marital status inequality among women.

Social Security

Social Security is enormously important for women. It puts food on their
tables, prescriptions in their pockets, and heat in their homes. For many
older women, that monthly check is the difference between poverty and
insecurity and a comfortable retirement. Moreover, despite the fact it is
a government program that absorbs over 40 percent of the social wel-
fare budget, larger than any other single program, it is very popular
among an American public that is sometimes uncomfortable with big
government. More than eight in ten Americans favor Social Security
(AARP 2005). Social Security could, however, be an even stronger 
program, protecting older Americans even more effectively than it
already does.
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Figure 4.2 Poverty Rates Among Older Women
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full-time, part-time and part-year, it is even larger—62 cents on the dol-
lar (Rose and Hartmann 2004). Most studies project that the size of
women’s Social Security worker benefits will continue to trail those of
men’s due to these earnings differences (Toder et al. 1999).

The relatively small size of women’s worker benefits means that
despite increasing numbers of women being eligible for worker benefits,
the majority of women will continue to receive spouse and widow ben-
efits. Eligibility requires that an individual be currently married to an eli-
gible worker or, if divorced, married for at least ten years. Men have been
eligible for these benefits for decades, but nearly 98 percent of the recip-
ients are women (Social Security Administration 2004). The value of
these auxiliary benefits is tied to the primary worker benefit. Spousal
benefits are 50 percent and survivor benefits 100 percent of the original
worker benefit. Many are optimistic about the increasing numbers of
women eligible for the worker benefit, but this improvement masks a dif-
ferent reality. As figure 4.3 makes clear, between 1960 and 2003, though
the proportion of older women eligible for the worker benefit rose from
40 percent to 60 percent, the proportion drawing on spousal and widow
benefits remained at 60 percent. How is this possible? People can be eli-
gible for both auxiliary and worker benefits as dual eligibles, but receive
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Figure 4.3 Basis of Entitlement for Social Security Among Women



Source: Current population survey, see Harrington Meyer, Wolf, and Himes 2006. 
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1960 and 1964 who will never marry is 5.4 percent for college graduates
and about 12 percent for nongraduates. The race differences are even
more striking. Approximately 7 percent of white women will never
marry, but 36 percent of their black counterparts will not (Goldstein and
Kenney 2001). Just being married is not enough, however. Social Security
requires those who divorce to have been married for at least ten years.
Harrington Meyer, Wolf, and Himes (2006) demonstrate that smaller
portions of younger cohorts are marrying long enough to be eligible for
spouse and widow benefits. The patterns are much more pronounced
for younger black women than for whites and Hispanics, as is clear from
figures 4.4, 4.5, and 4.6. They predict that among women born in the
1960s, the proportion of white and Hispanic women who reach old age
qualified for spouse or widow benefits will hover just above 80 percent,
versus just 50 percent of black women. The growing race gap in mar-
riage, coupled with the spouse and widow benefits, will likely lead to
increasing inequality among older women for future cohorts.

The ways in which spouse and widow benefits reinforce race, class,
and marital status inequality among women is a striking but generally
overlooked aspect of Social Security. Retired worker benefits redistrib-
ute resources from those with greater resources to those with fewer, but
spouse and widow benefits tend to have the opposite effect. Given the
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Figure 4.4 Predicted Percentage of Women with Ten-Year Marriage, 
1945 Birth Cohort



Source: Current population survey, see Harrington Meyer, Wolf, and Himes 2006. 

Pe
rc

en
ta

ge

0

10

20

30

40

50

60

70

80

90

100

25 27 29 31 33 35 37 39 41 43 45 47 49 51 53 55 57 59 61
Age

White
Black
Hispanic

Source: Current population survey, see Harrington Meyer, Wolf, and Himes 2006. 
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Figure 4.5 Predicted Percentage of Women with Ten-Year Marriage, 
1955 Birth Cohort

Figure 4.6 Predicted Percentage of Women with Ten-Year Marriage, 
1965 Birth Cohort



Source: Social Security Administration 2004.

Pe
rc

en
ta

ge

0

10

1974 1980
Year

1985 1990 1995 2003

20

30

40

50

60

70

80

90

100

56%

43%
36% 33%

28%
24%

Third, SSI eligibility guidelines include a strict asset test. In 1972,
when SSI was created, asset limits were set at $1,500 for individuals and
$2,250 for couples. In 1989, these limits were raised to $2,000 and $3,000.
They have not been raised since (Social Security Administration 2004;
Harrington Meyer 2005). We calculate that if these guidelines had kept
pace with inflation, they would be three times the size of the current
levels, at $6,607 for individuals and $9,912 for couples.

Fourth, because SSI is means-tested, accessing the program is both
cumbersome and stigmatizing. Providing updated information about
income, assets, and living arrangements is burdensome for many older
persons. The Social Security Administration estimates that just 60 per-
cent of poor older Americans receive SSI benefits (U.S. Congress 2004).
Between 30 and 40 percent of those who are eligible do not apply. Poor
older Americans who do not apply are either unaware of the benefits,
overwhelmed by the lengthy eligibility forms, or too stigmatized to
endure the scrutiny of a means-test (Quadagno 1999; Harrington Meyer
and Bellas 1995).

The proportion of older SSI recipients has been falling over time
because poverty among the aged has declined, the income and asset tests
are highly restrictive, and the program remains cumbersome and stig-
matizing. As figure 4.7 shows, between 1974 and 2003 the percentage of
SSI recipients age 65 and over dropped from 58 percent to 18 percent
(Social Security Administration 2005). Part of the decline in SSI use may
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Figure 4.7 Percentage of SSI Recipients Sixty-Five and Older



Sources: Even and Macpherson 2000; EBRI 2004.
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no matter how much they may want to pass income on to their wives
when they die.

Inequality Among Women

Women are catching up to men in their chances of having a pension,
then, but the pensions they are acquiring are often less valuable. More-
over, there is growing variation among women, related to class and race.
The forecast for less-educated and black women, in particular, is bleak.
As figure 4.8 shows, in 1979, 35 percent of women without a high school
degree had a pension compared to 60 percent of women with at least a
college degree. By 2003, 19 percent of women without a high school
degree had a pension compared to around 61 percent of women with at
least a college degree (Even and Macpherson 2000, 2004; EBRI 2004).
These educational disparities in pension receipt bode poorly for black
women. Currently, 14 percent of black women, versus 7 percent of white
women, do not have high school degrees. At the same time, whereas
30 percent of white women have at least a bachelor’s degree, only 15 per-
cent of black women do (Proctor 2003). In fact, the pension prospects for
young minority women are little different than for older women today.
Among those age sixty-five and older, 57 percent of white women and
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Figure 4.8 Pension Coverage Rates Among Employed Women 
Twenty-Five to Fifty-Four
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Table 4.1 Selected Legislative History of Social Security

1935
1939

1950

1952

1954
1956

1958
1961

1962

1965

1967
1969
1971
1972

1977

1981
1983

1993

Source: Social Security Administration 2006.

Passage of the Social Security Act.
Creation of spousal, survivor, parental and child benefits.
Creation of minimum benefit.
Large (77 percent) increase in benefits.
Large expansion of coverage to previously uncovered occupations,
including domestic and agricultural workers, who were
predominantly African American.

12.5 percent increase in benefits.
Exclusion of 5 low earnings’ years from benefit calculation.
13 percent increase in benefits.
Liberalized benefits for women by reducing the amount of Social
Security credits needed to be eligible for benefits and by averaging
their earnings over a shorter period of time than for men.

7 percent increase in benefits.
Widow benefit increased from 75 percent to 82 percent of deceased
worker’s benefit.

Eligibility age reduced to 62 (for men) with a reduction in benefit.
Women had been able to collect at age 62 since 1956.

Widows could receive reduced benefits at age 60 instead of age 62.
Provided benefits to divorced wives and widows if they were
dependent upon the wage-earner’s support and if their marriage
had lasted 20 consecutive years or more.

7 percent increase in benefits.
13 percent increase in benefits.
15 percent increase in benefits.
10 percent increase in benefits.
20 percent increase in benefits.
Adoption of Automatic Cost of Living Adjustments.
Provided that men’s and women’s benefits calculated the same way.
Widow benefit increased from 82 percent to 100 percent of deceased
worker’s benefit.

Increased earnings needed to receive eligibility credits.
Reduced requirement from 20 years to 10 for eligibility for spousal
and survivor benefits for divorced persons.

Elimination of the minimum benefit.
A gradual increase in the age of eligibility for full retirement benefits
from age 65 to age 66 in 2009 and age 67 in 2027.

Inclusion of up to 50% of Social Security benefits in the taxable
income of higher income recipients and transfer of projected
revenues therefrom to the Social Security trust funds. The income
thresholds (adjusted gross income plus one-half of Social Security
benefits) were set at $25,000 for single individuals, $32,000 for
couples filing jointly, and zero for couples filing separately.

Made up to 85% of Social Security benefits subject to the income tax
for recipients whose income plus one-half of their benefits exceed
$34,000 (single) and $44,000 (couple).



depended on both men and the state (Abramovitz 1988; Acker 1990;
Misra 1998). The result of this legacy is that Social Security best protects
individuals who are either steadily employed or steadily married and
not employed across the life course (Herd 2005b).

The benefits most advantageous to those with consistent employ-
ment histories are the worker benefits. Workers receive a benefit tied to
their earnings history. To qualify, an individual must have at least ten
earnings years. The benefit is calculated based on an individual’s thirty-
five highest earnings years (Social Security Administration 2006). The
progressive benefit structure, with a 28 percent replacement rate for
high-wage earners and a 78 percent rate for low-wage earners, means
that a monthly benefit for an individual who had average earnings of
$951 a month would be $852. By contrast, the monthly benefit for an
individual with average monthly earnings of $3,331 would be $1,831
(Century Foundation 1998; Social Security Administration 2004; Aaron
and Reischauer 1998b; He et al. 2005). Over the past twenty years,
women have made significant strides in qualifying for the worker ben-
efit. From 1960 to 2002, the percentage of female Social Security benefi-
ciaries rose from 40 percent to 60 percent. By 2020, only about 10 percent
of women who have reached the age of sixty-two will not qualify (Social
Security Administration 2006; Herd 2005b, 2005a, 2006a).

Although more women are qualifying for Social Security as workers,
women’s worker benefits have remained at around three-quarters those
of men. In 1975, men’s average monthly benefits were $240, and women’s
were $173. We do not know what the race gap was at that time because
the Social Security statistics do not report it. As table 4.2 shows, how-
ever, by 2003, differences by gender and race were substantial. The aver-
age monthly worker benefit was $807 for white women, $1,062 for white
men, $734 for black women, and $878 for black men (Social Security
Administration 2004). Ultimately, the problem is that most women’s
earnings continue to lag well behind men’s. The wage gap among full-
time workers stands at 76 cents on the dollar. If one includes all workers,

The Business of Retirement 73

Table 4.2 Average Old Age Social Security Benefit

Retired Worker Spouse Widow

Women
White 807 478 911
Black 734 390 710

Men
White 1062
Black 878

Source: Social Security Administration 2004.



recent welfare reform debates villainizing poor single mothers who do
not work, it is surprising that we have not reformed these benefits to
make them more responsive and redistributive (Seccombe 1999; Estes
2001). The reality is that in old age the state distributes very little Social
Security income to poor, single women who have worked, but significant
Social Security income to wealthier married women who have held few
jobs in their lifetimes.

Supplemental Security Income

The old age welfare state, like much of the U.S. welfare state, is a two-
tiered system of social provision. Some have access to generous social
insurance through Social Security, and others have access to means-tested
social welfare through Supplemental Security Income (SSI). Many older
persons, because their Social Security benefits are meager, leaving them
well below the poverty line, receive both. Numerous scholars have docu-
mented how earlier in the life course, our two-tier system is gendered,
with women more likely to receive smaller and more stigmatized means-
tested social welfare benefits than men (Abramovitz 1988; Acker 1990).
Moreover, scholars emphasize that it is largely poor, black, and single
women, rather than middle- and upper-class white women, who remain
concentrated in the second benefit tier (Mink 1998). The latter is certainly
the experience for those in late life. Married middle- and upper-class
white women with little or no earnings history have access to the rela-
tively generous Social Security system through spousal and widow ben-
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Table 4.3 Older Individuals Receiving SSI Benefits, 2001

Sex
Male 27
Female 73

Race-Ethnicity
White 56
Black 28
American Indian 2
Asian-Pacific Islander 15
Hispanic 24

Marital Status
Married 26
Widowed 44
Divorced 21
Never married 9

Source: Social Security Administration 2004.



Source: Hayward and Heron 1999.
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years of inactive life in old age, compared with about ten years for
Asian and white women.

Explaining Health Differences

In explaining health inequality, proponents of market-friendly policies
emphasize individual choice, risk, and responsibility. After all, it is esti-
mated that about one-third of the difference in health by socioeconomic
status is due to individual differences in lifestyle and behavior (Lantz
et al. 1998). By contrast, proponents of family-friendly policies empha-
size how structural constraints, which impact health through a range of
mechanisms, including individual behaviors, lead to accumulated ad-
vantage or disadvantage.

Individual Risk and Responsibility There is little question that individual
lifestyle behaviors vary significantly by gender, race, and class. Indeed,
gender differences in lifestyle explain some—but certainly not all—of
the gender differences in health (Potter 1992; Rothman 1986; Rieker and
Bird 2000; Mirowsky and Ross 2003a). Numerous studies have shown
that men are more likely to engage in riskier health behaviors, including
drug use, dangerous sports or hobbies, violence, and occupations such
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Figure 5.1 Life Expectancy in 1990



Sources: Rennison 2003; Rennison and Welchans 2000.
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Race and ethnic differences in health are similarly linked. At work,
blacks and Hispanics face barriers in hiring and promotions, receive less
return on their investments in education, and often face overt and covert
bigotry (Padavic and Reskin 2002; Hayward and Heron 1999; Williams
2000; Feagin 2000). Blacks and Hispanics tend to have more dangerous
and physically demanding jobs and greater exposure to pollutants at work
(Weitz 2007; House 2002; Smith 1999; Williams and Collins 1995; North
et al. 1996). They are also more likely than whites or Asian Americans to
be unemployed, homeless, migrant workers, and imprisoned, all of which
are linked to significantly worse health (London and Myers 2006;
Williams 2000; Weitz 2007).

At home, blacks and Hispanics face barriers in buying and renting
homes, attending good schools, and receiving needed health and social
services. Blacks, Hispanics, and the poor are much more likely to live near
toxic waste dumps, polluting industries, and congested freeways and
thus face greater exposure to contaminated air, water, and soil (Weitz
2007; House 2002; Smith 1999; Williams and Collins 1995; North et al.
1996). Because they are more likely to be poor and to live in inferior and
overcrowded housing in more dangerous neighborhoods, many blacks
and Hispanics report higher rates of lead poisoning, injury, infection,
gas poisoning, asthma, and injury from fire (Reading 1997). Blacks and
Hispanics are more likely than whites to live in neighborhoods that are
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Figure 5.2 Murders by Intimate Partners



Source: EBRI 2005a, table 4.1a.
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care probably account for about 10 to 20 percent of the relationship
(McGinnis, Williams-Russo, and Knickman 2002). Those without health
insurance tend to receive less preventative care and later diagnoses. As
a result, they have poorer overall health and higher mortality (Navarro
1993; Hadley and Holahan 2003; Barlett and Steele 2006). One recent
study found that 47 percent of the uninsured, compared to just 15 per-
cent of the insured, had postponed seeking care because of cost (Kaiser
Family Foundation 2003a).

Reliance on Employer-Based Health Insurance

Until age sixty-five, most in the United States rely on employment-based
health insurance coverage. Such insurance, however, has declined sub-
stantially since the 1980s. Historically, those working in larger firms
with good pay receive good benefits; those with lower pay often
receive fewer benefits. Even in medium and larger firms, which have
always been most likely to offer health insurance, coverage of employ-
ees has diminished. Figure 5.3 shows that the proportion of full-time
employees in medium and larger firms receiving employee-based
health insurance dropped from a fairly stable 97 percent in the earlier
1980s to just 65 percent by 2003 (EBRI 2005b, 2005c). Among workers
who are part time, temporary, and self-employed, only 21 percent now
have insurance through their jobs (Ditsler, Fisher, and Gordon 2005).
Diminishing employment-based coverage has led to escalating un-
insurance. In 2004, 17 percent—roughly 44 million Americans—were
not insured (Holtz-Eakin 2004; Mills and Bhandari 2003; EBRI 2004;
Seccombe and Amey 1995; Harrington Meyer and Pavalko 1996). Single
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Figure 5.3 Full-Time Employees in Medium and Large Firms Receiving
Employee-Based Health Insurance



Source: EBRI 2005b.
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people, part-time and low income workers, and those with less educa-
tion are most likely to be uninsured (Holtz-Eakin 2004; EBRI 2004).

Women are less likely than men to have insurance through their own
jobs. In 2004, among those age eighteen to sixty-four, 51 percent of men,
and only 39 percent of women, had employment-based health insurance
(EBRI 2004). Women are twice as likely as men to be insured through a
spouse’s job. In 2004, 26 percent of women and only 13 percent of men
had insurance through their spouse. Although dependent coverage helps
to offset the paucity of coverage women have through their own jobs,
they are at risk of losing that coverage should their partners lose their
jobs or the marriages end through death or divorce (Harrington Meyer
and Pavalko 1996).

Blacks and Hispanics are significantly less likely than whites to be
insured through their jobs and more likely than whites to be uninsured
altogether. Figure 5.4 shows how coverage varies by race. Whereas 70 per-
cent of whites younger than sixty-five are covered by employment-based
health insurance, only 52 percent of blacks and 42 percent of Hispanics
are covered (EBRI 2004). One result is that blacks and Hispanics are more
likely to rely on public health insurance. Among those under sixty-five,
14 percent of whites, 30 percent of blacks, and 24 percent of Hispanics are
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Figure 5.4 Non-elderly U.S. Population with Health Insurance 2004



Source: Social Security Administration 2002.
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care, most notably long-term care, remain out of reach for many. The
entire system also operates at very high costs, the highest in the devel-
oped world.

Medicare costs rose dramatically from the moment the program was
implemented; cost containment has been on the front burner for decades
(Marmor 2000; Moon with Herd 2002). Total Medicare expenditures in
2004 were $301 billion, or $7,400 per beneficiary (Holtz-Eakin 2005). Fig-
ure 5.5 shows that in 1980, Medicare Part A costs totaled $25 billion. By
2001, those costs had risen 470 percent, to $143 billion. Even more dra-
matically, Part B costs rose by 800 percent between 1980 and 2001, from
$11 billion to $101 billion (Social Security Administration 2002). Much
of the money goes toward health care for the very old, the very poor,
and the very sick (MedPac 2005). Even for the relatively young and able,
per capita expenditures are up dramatically.

Cost Cutting Constraining costs has historically been accomplished by
either restricting services, restricting fees, or raising beneficiary costs
(Herd 2006c). In an effort to curb runaway costs in 1984, HCFA imple-
mented a prospective payment system (PPS) aimed at reducing unnec-
essary medical treatment and cutting costs. This legislation changed the
way Medicare paid for services, moving from a retrospective cost plus

110 Market Friendly or Family Friendly?

Figure 5.5 Increases in Medicare and Medicaid Spending



Source: MedPac 2005.
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home health care has dropped by half in just a decade, from 8 percent in
1994 to just 4 percent in 2004 (MedPac 2005).

After the 1997 act, the commitment to home care plummeted in sev-
eral other ways as well. As figure 5.7 shows, the number of Medicare
licensed, participating home health agencies peaked at 9,808 across
the United States in 1996. By 2000, the number had dropped to 7,317
(MedPac 2005). In other words, the number of home health agencies
covered by Medicare dropped 25 percent in just four years. Some of that
reduction reflects a much-needed crackdown on fraud and abuse, but
much is due to funds drying up. Figure 5.8 shows that the number of
persons receiving home health care benefits dropped from a high of
3.6 million in 1996 to 2.4 million by 2000, reflecting a 33 percent decrease
in four years. Many of these decreases in coverage have rebounded
slightly, bringing us back to roughly 1992 levels. But the help each indi-
vidual person is getting has shrunk. Figure 5.9 shows that per person
home visits peaked at seventy-four visits in 1996. By 2000, that had
dropped to thirty-seven visits, reflecting a 50 percent drop in just four
years. By 2003, per person home visits were down to thirty-one (MedPac
2005). Per person home health care visits have not rebounded to the 1992
level of fifty-three visits per year mainly because the 1997 Balanced
Budget Act instituted changes in payment policies such that providers
are now reimbursed in a lump sum based on the patient’s condition.
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Figure 5.6 Medicare Home Health Care Expenditures



Source: MedPac 2005.
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Figure 5.7 Medicare Home Health Care Agencies

Figure 5.8 Recipients of Medicare Home Health Care



Source: MedPac 2005.
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They had been reimbursed on the basis of services provided. Like 1984
PPS policies applied to hospitals, this move encourages home health care
providers to provide fewer services. Moreover, the crackdown has
spawned a shift in type of care, toward therapies and away from home
health aid services (MedPac 2005).

Care Shifting With these policy changes, much of the responsibility for
providing care has shifted to families, and much of the responsibility
for paying for it has shifted back to the aged, increasing their dependence
on informal caregivers and causing many to do without needed care
(Estes 2001, Harrington Meyer and Kesterke-Storbakken 2000; Moon
with Herd 2002). The amount of unpaid care families assume has in-
creased dramatically and is now estimated at between $50 and $103 bil-
lion annually (Holtz-Eakin 2005).

Cost Shifting Cost shifting to those age sixty-five and older has also
been significant. Although Medicare is nearly universal in terms of eli-
gibility, it has never been comprehensive. Recent estimates suggest that
it covers less than 45 percent of old age health care costs (Moody 2002;
Quadagno 1999). In addition to premiums and co-payments, Medicare
recipients pay deductibles, co-insurance of 20 percent, any costs above
the allowable rate, and uncovered goods and services such as long-term
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Figure 5.9 Medicare Home Health Care Visits per Person Served



Source: Moon with Herd 2002.
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costs eclipse efforts to provide coverage. The costs of old age health care
are increasingly shifted back to older persons and their families. The
poor, and those with considerable illnesses, have great difficulty mak-
ing do, even with supplemental Medigap and Medicaid policies in
place.

Shifting of care work may have been even more pronounced. It is
hard to overstate just how much informal care work is performed each
year in the United States. Robyn Stone (2000) points out that there are
forty unpaid informal care workers for every paid formal care worker.
One in four U.S. households are engaged in care work for frail older rel-
atives at some time in a given year. The effects of the transfer of respon-
sibility for care work are most strongly felt by women. Women have
higher rates of chronic illness, longer life expectancies, and fewer resources
than older men, thus the greatest demand for long-term care. Moreover, as
unpaid care workers, they perform as much as 75 percent of all long-term
care (Estes 2001; National Alliance for Caregiving and AARP 1997, 2004;
Moody 2002). Peter Arno, Carol Levine, and Margaret Memmott (1999)
estimate that in 1997 alone, if we replaced free care for paid services, the
value of family caregiving was $196 billion.

The shifting of care work to families, and particularly women, may
adversely affect caregivers in terms of economic, physical, emotional,
and social health of those providing the care (Stone 2000; Hooyman and
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Figure 5.10 Out-of-Pocket Health-Care Expenses, Sixty-Five and Older



Source: Social Security Administration 2004.
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virtually none of them address the sweeping sociodemographic changes
or the sources of inequality we have concerned ourselves with in this
book. The clash between demographic trends and Social Security’s bread-
winner benefit structure will have profound implications for women’s
well-being in old age, yet there has been little public discussion about
addressing this outdated benefit structure (Herd 2005b). Why? For the
past fifteen to twenty years, the reform agenda has been driven by pro-
ponents of market-friendly welfare programs. Their aim is to reduce
the redistributive elements of Social Security, which is likely to increase
gender, race, class, and marital status inequality in old age.

Between the 1930s and 1980s, liberals governed the Social Security pol-
icy agenda of programmatic expansion. In 1962, 69 percent of those sixty-
five and older were receiving Social Security benefits. By 2000, more than
90 percent of those were (GAO 2003). Further, as figure 6.1 shows,
between 1970 and 2002, the percentage of workers fully covered rose from
77 percent to 89 percent (Social Security Administration 2002). Much of
the absolute decline in poverty among women, and among the elderly
overall, can be traced to the automatic cost of living increases to benefits
implemented in the early 1970s, as well as changes that expanded the pop-
ulation eligible for Social Security benefits (Engelhardt and Gruber 2004).

134 Market Friendly or Family Friendly?

Figure 6.1 Workers Fully Insured Under Social Security



Source: Social Security Administration 2004.
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until Republican leaders took it up in the wake of a booming stock mar-
ket that it became a real political possibility.

When reelected in 2004, President Bush made the privatization of
Social Security his domestic priority. Republican leaders backed a pro-
posal in which people under age fifty-five would be permitted to divert
up to 4 percent of their 6.2 percent FICA tax into personal investment
accounts (President’s Commission to Strengthen Social Security 2001).
The creation of individual accounts was defended on several grounds.
First, generations come in different sizes. The ratio of workers to retirees
has dropped substantially. In 1950, as figure 6.2 shows, the dependency
ratio was sixteen workers to every retired beneficiary. By 2005, that ratio
had dropped to 3:1. By 2031, it is expected to be 2:1 (Quadagno 1999). Sec-
ond, conservatives wanted to encourage an ownership society with indi-
vidual ownership and responsibility for old age income. Ownership
would allow more individual choice, risk, and responsibility, and per-
haps even the possibility of willing unused monies to dependents. The
aim was to get government out of the retirement business. Finally, as
Nobel prize-winning economist Gary Becker argued in a 2005 Wall Street
Journal editorial, the reason to privatize Social Security is that it would
force us to stop hiding the real size of the annual budget deficit behind
the Social Security surplus. Once we realize how large our budget deficit
really is, he surmised, we might become more fiscally responsible.
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Figure 6.2 Elderly Dependency Ratios



Source: He et al. 2005.
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all tax dollars spent on Social Security are subject to the progressive ben-
efit formula, under partial privatization plans a portion of those dollars
would now be diverted to individual accounts where they would not be
subject to the progressive benefit formula.

Those with lower earnings would have more difficulty than high earn-
ers increasing the size of their accounts for several reasons. First, lower
earners have less expendable income and therefore are less likely to put
a high proportion away for investments. Second, 10 percent of a low salary
amounts to much less than 10 percent of a high salary. Third, lower earn-
ers will spend a higher proportion of their investments on the adminis-
trative fees. Finally, those with more resources can afford to make riskier
investments and over the long term may end up with higher returns. The
level of financial risk individuals can take is proportional to the size of
their financial resources (Herd and Kingson 2005).

Currently, the one stable source of income that elderly people with
low incomes have is their Social Security benefit. Individual accounts
would leave older individuals with greater insecurity because large fluc-
tuations in the stock market could be problematic for their income secu-
rity in old age. One of the few concrete studies of privatization was done
in Galveston, Texas. On January 1, 1982, Galveston county opted out of
Social Security and developed a privatized system (Wilson 1999). The
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Figure 6.3 Poverty Rates Among Elderly Women, 2004



Source: MedPac 2005.
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Nonetheless, the fiscal problems facing Medicare eclipse those facing
Social Security. It is the elephant in the room that few are discussing seri-
ously. Figure 6.4 shows the extent of rising Medicare and health care
costs. Currently, Medicare comprises 2.7 percent of GDP. By 2030, it will
comprise 7 percent (MedPac 2005). Increasing costs, in part, are linked
to increasing numbers of older people living longer lives. But what is
often ignored is that Medicare’s fiscal problems are rooted in the larger
problems of the U.S. health care system. For decades, increases in health
spending have outpaced increases in any other expenses (Harrington
Meyer 2005; Herd 2006c). Overall, health care spending is expected to
rise from 15.3 percent of GDP to 25 percent from 2004 to 2030 (MedPac
2005). FICA contributions to Medicare’s health insurance fund will fall
below expenditures as early as 2011 (Social Security Administration
2005a). Preoccupation with Social Security has preempted serious efforts
to address much more serious fiscal problems with Medicare.

Generally, potential solutions to Medicare’s fiscal problems fall into
five main categories (Herd 2006c). First, the government could reduce
payments to health care providers and suppliers, but this might discour-
age providers from seeing Medicare patients. Second, service use on the
part of beneficiaries could be limited, but this might cause some older peo-
ple to do without needed care. Third, beneficiary cost-sharing could be
increased, but this solution would be problematic for lower-income older
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Figure 6.4 Medicare and Overall Health-Care Spending to GDP



study found that those with higher earnings had much higher benefits
under this plan than they would have under the Social Security system.
By contrast, low earners had lower benefits (Wilson 1999). Their initial
benefit was about 4 percent lower. As table 6.1 shows, however, because
Social Security includes automatic cost of living increases to offset
inflation, the difference grew over time. For single low earners, then,
after fifteen years, the benefit would be 63 percent of what it would have
been under Social Security. More moderate single earners would have a
higher initial benefit, but after fifteen years only 91 percent of that and
after twenty years only 78 percent. By contrast, the initial benefit of the
highest earners would be 177 percent of their Social Security benefit.
After twenty years, it would be equivalent to what their Social Security
would have been (Wilson 1999). Overall, they would have obtained a
substantial gain through a private contribution system. Note that mar-
ried people do not fare as well under the Galveston plan as they would
have under Social Security because there are no spouse or widow bene-
fits. In the one clear demonstration available to us, privatization led to
increased inequality in old age.

Who Benefits from Privatization?

Certain interests in the private sector might benefit significantly from
privatization and the reaction of the business community largely reflects
this. They have been generally quite supportive of partial privatization,
recognizing that billions of new dollars could flow into their coffers,
despite some initial concern that caps on fees and the small size of many
accounts might lead to lower than desired profits (Herd and Kingson
2005). New lobbying groups have popped up over the past few years.
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Table 6.1 Galveston’s Monthly Retirement Benefit as Percentage 
of Social Security’s Benefit

Marital Status Initial Benefit After 15 Years After 20 Years

Single
Low 96 63 54
Middle 139 91 78
High 142 93 80
Very high 177 115 99

Married
Low 59 38 33
Middle 82 54 46
High 87 57 49
Very high 108 71 61

Source: Wilson 1999.



Source: Herd 2005b.
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credit and minimum benefit proposals also pushes more benefits into
the hands of poor women, but is slightly less effective than just simply
using the minimum benefit to reduce inequality among women. Women
in the bottom quartile receive 26 percent of these benefits under this
proposal.

As figure 7.2 shows, all three of these proposals dramatically improve
the race distribution of family benefits. Although black women represent
about one-fifth of the population, they receive only 11 percent of family
noncontributory benefits under the current marriage-based system. Care
credits would raise black women’s portion of family benefits to 19 per-
cent, the minimum benefit would raise it to 21 percent, and the combi-
nation of a care credit and minimum benefit would raise it to 20 percent.
Once again, the minimum benefit is most effective at redistributing to
reduce inequality among women.

Finally, how would each of these approaches affect the gender gap in
Social Security benefits? Figure 7.3 shows that the care credit and mini-
mum benefit proposals have little impact. It is only by combining both
proposals that the gap between women and men narrows. By introduc-
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Figure 7.1 Distribution of Noncontributory Benefits



Source: Herd 2005b.
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ing both measures, women’s Social Security benefits would rise from the
current level of just 76 percent to 81 percent of men’s.

The Best Solution for Improving Inequality

Given the goal of minimizing inequality in old age, the best family-friendly
approach is to maintain and strengthen the compulsory universal and
redistributive features of Social Security. The fiscal outlook of Social
Security can best be buttressed by raising the tax cap on earnings, bring-
ing in all uncovered government workers, and, if need be, raising the FICA
tax slightly. Moreover, the family-friendly proposals assessed here, the
universal minimum benefit and the care credit proposal, make the pro-
gram more responsive to sociodemographic changes and further reduce
gender, race, class, and marital status inequality in old age. Whereas the
child care credit is developed to be budget neutral, the minimum bene-
fit would entail some cost increases. These increases, though, are sub-
stantially offset by the elimination of spouse benefits and by reductions
in reliance on SSI. Indeed, a universal minimum benefit would make SSI
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Figure 7.2 Distribution of Noncontributory Social Security Benefits
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for the aged unnecessary. Moreover, costs would be offset by reduced
administrative costs. Administrative costs for SSI are much higher than
those for Social Security because of SSI’s complex eligibility guidelines.

Finally, the most controversial solution would be to eliminate widow
benefits, thus completely dismantling the association between Social
Security benefits and marital status. The extra revenues from this would
easily offset the cost increases associated with the universal minimum
benefit and the care credits, moving our proposals from essentially cost-
neutral to cost-savings. Although many might argue with this strategy,
our analyses show that widow benefits mainly accrue to middle- and
upper-class white women (Harrington Meyer 1996). Given the goal of
using old age policy to reduce inequality among the aged, we find that
this policy would be effective. Even if we keep widow benefits, we find
that the guaranteed minimum benefit would nearly eliminate poverty
among older people, the care credit would reward parents for child
rearing, and the entire Social Security system would be at least partially
disentangled from the long-standing—and increasingly race- and class-
biased—practice of rewarding marriage.
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Figure 7.3 Women’s Social Security Benefit as a Percentage of Men’s



Sources: Anderson et al. 2000; Schieber and Poullier 1989.
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overall population health, life expectancy, number of years spent with-
out any disabilities, and infant mortality rates (Mathers et al. 2001;
Starfield 2000). The United States spends from 150 percent to 300 per-
cent more on per capita health expenditures than every other industri-
alized nation. Moreover, health care costs consume 13.9 percent of GDP,
the highest of any industrialized nation. Germany, at 10.7 percent of GDP,
is our closest competitor. Health care costs in the United States are also
rising faster, as figure 7.4 shows, than in almost every other industrialized
country. From 1980 to 1995, the United States completely outpaced other
countries in its health expenditure growth. Despite optimism during the
mid- to late 1990s, when the United States substantially stemmed this
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Figure 7.4 Health-Care Costs as a Percentage of GDP Among 
Industrialized Nations



Source: Han and Waldfogel 2003.
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contrast, Europeans average more than a month of vacation time and
work 15 percent fewer hours per year, making it easier for parents to meet
the dual demands of work and family (Rubery, Smith, and Fagan 1998).

Other Early Life Course Programs

The United States already has some programs in place for younger peo-
ple and their families, but virtually all are means-tested rather than uni-
versal. As is traditionally the case, means-tested programs lack the
popularity to guarantee adequate funding for generous benefits and are
vulnerable to budget cuts during periods with economic downturns
or conservative fiscal leadership (Korpi and Palme 1998). In this section,
we briefly review the strengths and weaknesses of the three main pro-
grams already in place for younger families: EITC, TANF, and Medic-
aid. Although supporters of family-friendly policies clearly favor the
universal reforms just discussed, here we attend to more modest sug-
gestions for reforms that could make the existing means-tested programs
more family friendly.
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Figure 7.5 Women Receiving Paid Leave for First Birth



of women without high school degrees and fewer than 30 percent of
women with them had paid leave through their employer. These statis-
tics provide yet another example of how the provision of benefits, in this
case paid parental leave, though the private market tends to increase,
rather than decrease, inequality.

Beyond paid parental leaves, European nations also have more rigid
controls over how much and what times individuals can work, which
leaves more space for family life (Bosch, Dawkins, and Michon 1994). By
contrast, workplaces in the United States are often incompatible with
family life, prompting many women to choose between their work and
their children rather than try to juggle both (Clarkberg and Moen 2001;
Schor 1991). Women with less education who are employed in the ser-
vice sector, which is increasingly open twenty-four hours and seven days
a week, are often expected to work during hours in which no day care
centers are open. Further, the U.S. tradition of just two weeks of paid vaca-
tion time leaves little flexibility for sick children, trips to the dentist, or
even school field trips. Many low-income women lack any paid leave
whatsoever, thus they talk about losing jobs because of their own child’s
illness (Edin and Lein 1997). As children get older, it often becomes even
more difficult for parents to mesh the logistics of the children’s assorted
sports practices, games, and recitals with their own work schedules. In
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Table 7.1 Paid Family Leave Policies in Industrialized Countries

Paid Maternity Leave Paid and Unpaid Parental Leave

Denmark 18 Weeks (100%) Paid 28 weeks (60%)
Finland 18 weeks (66%) Paid 28 weeks (66%)
Norway 52 weeks (80%) or 

42 weeks (100%)
Sweden 15 months (80%)
Belgium 16 weeks (76–82%) Paid 3 months FT or 6 months PT 

(Low Flat Rate)
France 16 weeks (100%) Unpaid for 3 years
Germany 14 weeks (100%) 3 years (Low Flat Rate)
Italy 5 months (80%) 43 weeks (30%)
Luxembourg 16 weeks (100%) 26 weeks (Low Flat Rate)
Netherlands 16 weeks (100%) Unpaid for 26 weeks
Australia No National Policy 52 weeks of Unpaid Leave
Canada 15 weeks (55%—up to 35 weeks (55%—up to $282 week)

$282 a week)
United Kingdom 18 weeks at flat rate/ 13 weeks unpaid

6 weeks (90%)
United States None 12 weeks unpaid

Sources: Authors’ compilations; Gornick and Meyers 2003.
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