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Women and Retirement Security

Since its founding in 1881, the American Association of University Women has been committed
to promoting equity for all women. As part of this effort, AAUW’s 2009-2011 Public Policy
Program advocates “strengthening retirement benefits and programs, including pension
improvements and protecting Social Security from privatization."1

The current Social Security system is more than just a retirement program; across the lifespan,
it is one of the most successful anti-poverty programs in our nation’s history, providing benefits
to many children, disabled workers, surviving spouses, and retirees. Older women especially
benefit greatly from this program, since many depend on Social Security as their primary source
of retirement income. More than half of older women would fall into poverty without Social
Security benefits.? In fact, the traditional three-legged stool model for retirement—Social
Security, pensions, and savings—does not support most women. The traditional model is
insufficient for women because pensions and private savings options are often unavailable or
inadequate for women and their work/life patterns. Reform of all three options is needed to
secure financial stability for women retirees.

Background

Women are more likely to suffer financial insecurity in their later years for many reasons. They
earn less than men when working in the same position and also continue to work in job fields
that pay less. Also, women do not spend as much time in the work force as men do, and women
live longer than men on average and need more resources to support a longer lifespan.

Women who work full time earn about 77 cents for every dollar men earn.? In addition, they
only earn about 75 percent of men’s earnings during from the time they are 45 to the time they
are 64.* The bottom line is that women can’t save money they haven’t earned. Continuing pay
inequity results in women having fewer savings and lower (if any) pension benefits, leaving
them on an unequal footing in retirement. Although more women work now than ever before
and in a multitude of different industries and occupations, they are still concentrated in certain
fields. Women working in traditionally female industries actually make 20 to 30 percent less
than those in nontraditional fields which also are more likely to offer retirement benefits.> In
fact, 60 percent of women still work in low-wage positions that often do not offer pension plans
—including clerical, sales, and service jobs.6 Without Social Security, single women who work in
low-wage positions would have to save 25 percent of the their earnings starting from their first
day of work in order to adequately provide for retirement.’

Social Security is not perfect. Women still bear a disproportionate burden of caregiving
responsibilities for families, which takes them out of the paid workforce throughout their
lifespan to care for children and for aging parents.8 In 2006 women averaged 27 years in the
workforce compared to almost 40 years for men. While the current Social Security benefit
formula compensates women for lower lifetime earnings by providing a higher return of income
for lower-income workers, it is not enough for the substantial amount of time women are out
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of the workforce on average and it cannot make up for the fact that women are also unlikely to
be making pension or retirement savings investments during their displacement.9

Finally, women do face a different time frame than men when sufficiently planning for
retirement. In 2005, a woman who was 65 years old could expect to live to age 85, while a 65-
year-old man could expect to live to age 82.° Because women live longer, they depend on
Social Security’s lifetime benefits for more years than do men; because of the insufficiencies of
the three-legged approach to retirement, women are more likely to need survivors’ benefits.
Other types of savings plans do not provide life-long benefits, cost of living increasing, or
continue to provide for widows.**

Retirement Insecurity

Compared to men, women have fewer resources to draw upon in their later years. Forty-six
percent of all non-married (divorced, widowed, or never married) women age 65 and older get
90 percent or more of their income from Social Security, compared to 35 percent of similar
men.*? Among all women over the age of 65, 23 percent rely on Social Security for all of their
income.™® And, according to the Social Security Administration, the program is the only source
of retirement income for 30 percent of unmarried elderly women.**

Women's retirement insecurity is in part because many women do not have private savings to
rely on. Among workers offered a 401(k) plan in 2004, the overall participation rate was 41
percent for women and almost 45 percent for men.'® According to the Employee Benefit
Research Institute, women’s lower participation rate has to do with the difference in earnings
between men and women.*® For example, while fewer than 20 percent of workers earning less
than $15,000 per year participate in a 401(k) plan when offered, almost 70 percent of workers
earning $50,000 or more do so.!” Because men, on average, earn more than women, their
overall participation rates in 401(k) plans are higher. However, when wages are held constant,
the participation rate for women is generally equal to or greater than that of men.'® But, many
women are in industries or occupations that do not even include the option of a 401(k) or other
defined contribution plan. For example, women are more than twice as likely to work on a part-
time basis as men.'® This part-time status is a major factor in the lower overall pension
coverage rate for women (36 percent) when compared to men (48 percent).?’ In 2004, only 28
percent of women age 65 and older received pension benefits, versus 45 percent of men.?!
Finally, even when women do participate, the median amount women’s pension income is
about half that of men.?

Social Security is Vital to Women

The reality is that Social Security is the strongest of the three legs of retirement security for
women. Over half of all elderly women would be poor without Social Security. 3 Estimates
show that the poverty rate for individuals age 65 and older would increase from 10 percent to
nearly 50 percent without Social Security benefits.?* According to the Institute for Women'’s
Policy Research, in 2005, more than two-thirds of unmarried women would be living below the
poverty line if they did not receive Social Security.?
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For many women, their individual Social Security benefits are inadequate, but Social Security
has family supports in place that mean many women receive spousal and widow benefits.
Social Security provides guaranteed, inflation-protected, lifetime benefits for widows, many
divorced women, and the wives of retired workers in addition to the benefits it affords
individual workers. This is a valuable and necessary benefit because in retirement, 60 percent
of women age 62 or older rely on spousal benefits along with or as a supplement to their own
retirement benefits.?®

Furthermore, disability and survivor benefits protect millions of women and children. Just over
one in 10 adult women receiving Social Security collect benefits by virtue of being a disabled
worker.?” And, in addition to adult beneficiaries, over 4 million children receive Social Security
benefits as dependents of deceased, disabled, or retired workers.? In fact, over 5 million
children receive some of their family income from Social Security.?® This means Social Security
provides more income to families with children than welfare, which serves about 3 million
families with children.*® These benefits have enabled women to feed, house, and clothe their
families with dignity under difficult circumstances.

Improving Retirement Security for Women

However, the current Social Security benefits are not enough. Many women still cobble
together retirement benefits from a number of sources because they are insufficient, and even
then are left to rely on the benefits of their spouse, other public assistance programs, or live in
poverty. The current Social Security system contains many benefits that must be maintained
and strengthened, including full cost-of-living adjustments, guaranteed lifetime benefits, a
progressive benefit formula, spousal and widow benefits, and disability and survivor benefits.

AAUW is also committed to helping make the other key components of retirement security
work for women. Pensions must be extended to more women who work part-time. By requiring
employers sponsoring 401(k) and other defined contribution plans to allow part-time
employees to participate in the plan if they work at least 500 hours per year for three years,
more part-time workers, and therefore more women, will be eligible to participate. Many
women are unable to participate in their employer’s defined contribution and defined benefit
pension plans because of vesting rules. Length of service determines when an employee can
join a plan, when the individual becomes completely entitled to their pension or vested
accounts, and when benefits may be paid. Since women spend on average 12 years less in the
workforce than men, and vesting depends on how long you work, they are less likely to be able
to satisfy plan vesting and eligibility requirements. By allowing workers who take off time under
the Family and Medical Leave Act (FMLA) to count that time toward meeting vesting service
requirements, more women will be able to participate in pension plans.

In addition, AAUW supports reducing vesting requirements. A Government Accountability
Office (GAO) simulation found that reducing vesting requirements in defined benefit plans to 2-
year cliff vesting and in defined contribution plans to 2-year cliff and 3-year graduated vesting
schedules would result in an increase in median benefit levels by over 6 percent. GAO also
found that increases in pension benefits gained as a result of this change represent a larger
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portion of total pension accumulation for less affluent women.*!

Resources for Advocates

It is AAUW advocates across the county who speak their minds on issues important to them
that truly advance AAUW’s mission. Stay informed with updates on Social Security and other
issues by subscribing to AAUW’s Action Network. Make your voice heard in Washington and at
home by using the Action Network to urge your members of Congress to support efforts to
make retirement more secure for women. Write a letter to the editor of your local paper to
educate and motivate other members of your community. Attend town hall meetings for your
members of Congress, or set up a meeting with your elected official’s district office near you to
discuss these policies. AAUW members can also subscribe to Washington Update, our free,
weekly e-bulletin that offers an insider's view on the latest policy news, resources for
advocates, and programming ideas. For details on these and other actions you can take, visit
www.aauw.org/takeaction. For more information, read AAUW’s related position papers on
Social Security Privatization and Pay Equity. You can find these and other resources on our
website at www.aauw.org.

Conclusion

Social Security provides benefits to women throughout life and in retirement. AAUW believes
that it is vital to women’s economic security to provide for the long-term solvency of Social
Security and to maintain its current guaranteed benefits. In addition, AAUW supports measures
to increase women’s ability to participate in alternate forms of retirement programs. This
includes counting the time women take off as part of FMLA towards vesting, promoting the
availability of 401(k) and other defined contribution plans for part-time workers, and
encouraging more women to work in higher wage, non-traditional jobs. AAUW strongly
supports initiatives that seek to close the persistent and sizable wage gaps between men and
women, and minorities as well, to further reduce the inequity in retirement security.

For more information, call 202/785-7793 or e-mail VoterEd@aauw.org.
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