Retitement Patterns in the United States:
Research and Policy Interaction

Though the social security program was in-
tended to offer the aged a chowe of leisure or
work, there 1g now concern about high retwement
rates This paper identifics some of the issues
related to age at retirement and the smpact of
the retwemnt test, draws together relevant infor-
mation from several cross-sectional studies and
from two longitudingl surveys, and wndicates how
research findings have led both to policy recom-
mendations and o proposals for additional re-
gearch

The same surveys that show retwrement by age
G5—f not earhier—as becoming more acceplable
demongtrate that many older workers and would-
be workers have health problems thet lLumit or
preclude employment Often, OASDI benefits have
been thew mawn income source These surveys also
wlentrfy substantial numbers of men in their surbhes
and early sevenhics who hwe on o combmation of
modest current earmings and gocial securily bene-
fits They find that emong older workers with
sceond pension rights, some clowm social security
benefits early to enjoy lewsure, while olhers wail
until age 65, when most private pension plans re-
qutre retirement

RETIREMENT IS usually characterized as one
of the milestones 1n the life of a man—if not yet
of most women But no single concept or measure
of retirement 1s accepted, either by social geron-
tologists or policymakers In fact, what measure
18 used normally depends on either the 1ssue
under consideration or the available data It
may relate to the extent or contmnuity of work
or earmings—or the lack thereof—to the termma-
tion of a specific career (in the Armed Forces,
for example), to receipt of a retirement pension
(regardless of age, health, or continuity of em-

* Division of Retirement and Survivor Studies This
article 1s based on a paper presented at the International
Social Beeurity Assoclation Round Table Meeting on
Implications for Social Security of Research on Aging
and Retirement, The Hague, April 27-20, 1976 The author
1z grateful for the special contributions of Bennie A
Clemmer, Gilbert Nestel, Yirginia P Reno, and Karen A
Schwab, for review by other colleagues, and for the
skill and perseverance of Barbara I. McKethan in pro-
gramming the Retirement History Study longitudinal
data
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ployment), to an individual’s perception of his
status, or to some combination of these factors?
Thus, such apparently simple questions as “How
many workers retired last year?” or “How many
refirees are there m the United States?’ cannot
be answered directly

In one way or another, however, they are
answered almost every day The response may be
m terms of (1) the number of older persons not
1n the labor force or the number of older workers
without year-round full-time jobs, according to
the Current Population Survey, or (2) the num-
ber recerving retirement benefits under the social
security program, with attention to the propor-
tion claiming their benefits before age 65

SUMMARY OF TRENDS

The sharp decline since 1950 in the proportion
of men aged 65 and older who work and the more
recent reduction 1 work activity by those aged
60-64 are frequently cited as cause for great
concern Although the decline, particularly in
retirements before age 65, has been greater than
anticipated, one fact should receive more atten-
tron than 1t usually does Substantially more
men engage In some work in a year than are
counted m the labor force in an average week
of that year It 1s only since 1972 that the pro-
portion of men aged 65-69 workmmg at some time
during a year has dropped below one-half For
that age group the labor-force rate {in an average
week), which was nearly three-fifths i 1955
and had dropped to one-half in 1960, was still
about one-third 1n 1975 (table 1).

Three-fourths of the men aged 62-64—the
years when reduced social security benefits are

!For a comprehensive bibliography of the literature
on the concept of retirement, see £ H Friedman and
H L Orbach, “Adjustment to Retirement,” in American
Handbook of Psychwatry, volume 1, chapter 30, 2d
editjon, 1974



TasLE 1-—Labor-foree participation rate and percent with
work expenence during year for persons aged 60 and over,
by age and sex, 1950-74

Aged 60-84 Aged 65 and over
Total 6548 70 and over
Year
Labor | Wotrk
force | exper |Labor | Work |Labor | Work |Labor-| Work
tate | lence | for¢s |exper-| force |exper | force jexper-
rate | lence | rate | ience | rate | lence
Men
1060 . . Q] [&] 458 F 403 | (1} Q] &) (‘;
1055 . BR5] (O jedf 81| BTO[ (1) 281 (| ¢
1960 - 812 B51] 331 | 431 46 8| 58 4| 244 33 4
1065 - 80| 841 279 B340 430 551 191 23 2
1866 . 780 836 270 352 427 | 548 179 27
1967 Tr6) B39 271 49| 434 M b 175 23 2
1968 . T73F B4 273 | 353 430 556 17 ¢ 21
1969 - 758 836 2r2| 78| 423) 577 180 26
1870 . -] 70| 832] 268| 358| 416 541 ] 177 235
1971, . 41| BL )] 255 353 494 18| 170 25 2
1972, . . 725 BO3 [ 244 3427 369| 514)] 187 235
1973__ 69 1 T96| 228 332 342 485 1567 23 3
1974 B79) 73| 024 313 329 4468 158 225
Women

1950 .. . 9 (! 97| 18] M 1y o] M
1955 - - 290 (1; 106 1591 178 M 84 ]
1860 . -] 8141 399 108| 1587 176 256 88 10 2
1065... . ) MO0 425 100 141] 174 229 81 g4
1966 - 30| 43 2 g6 13e)] 170 2386 58 88
1967 - . 354 448 961 136§ 170/ 245 57 8 4
1068 611 442 g9 141) 170 237 63 92
1969 . 353| 456 98| 1a2]| 173 26¢ 61 92
1870 - 361 47 2 @71 146 173 248 &7 93
1971, .| 64} 454 g5) 142 1701 248 [ X] 87
1972 | - 354 41 93{ 138 170 221 54 R
1973 .. M2l &7 BO{ 125 60| 208 53 80
174 34| 428 82 128 144 216 48 80

! Diate not avallable
Boures Bureau of Labor Statisties, selected Special Labor Force Reports

payable for retirement or old age*—and about
two-fifths of the women 1n that age range have
still reported work experience m each of the
past few years, as the data below indicate for
those aged 60-64

Peteent reporting work experience
Year Men aged— Women aged-—
60-61 62-64 6081 62-64
1970, .. - 88 2 70 52 7 43 2
1971__. - - - 857 78 6 50 6 42 8
1972, cee e - 88 7 T 50 7 39 4
1973 _. . BG 7 7517 50 2 40 9
1974, . . == 842 41 77 33

* Since 1956 for women, 1961 for men, retirement bene-
fits have been payable at ages 62-64, actuarlally reduced
by 5/9 of 1 percent for each month that a benefit is
received before age 65, up to a maximum of 20 percent
at age 62 Since 1065 a widow may claim a benefit on
her husband’s work record at age 60, with 8 maximum
reduction now of 285 percent

&

'

It 18 evident that, for men aged 70 and older,
the main drop in work happened before 1965,
for men aged 60-69, the drop has occurred in
more recent years The marked decline since 1971
comncides with greater unemployment and some
mcrease m the degree of earnings replacement
through larger social security benefits

The trend for women over the past 25 years
has been rather different than that for men,
with little net change m either work measure
The upward movement in the extent of women’s
work apparently offset any trend m favor of
retirement until the past few years

In 1974 about half the women aged 65 and
over who worked did so for 50-52 weeks, with
only shightly more in part-time than mn full-time
jobs Half of those aged 62-64 worked at full-
tume jobs throughout 1974 (table 2) As would
be expected, men were more likely than women
of similar ages to work the year round and
more likely to have full-time jobs

TasLE 2 —Extent of employment 1n 1974 Percentage distn-
bution of workers aged 60 and over, by age and sex

Aged 60-64 Aged 85 and gver
Extent of employment in
weeks and hours per week ! 70
Totsl | 60-61 | 62-64 | Total | 65-60 | and
over
Men
Total number {in
thousands) 3,829 | 1,500 | 1,820 | 2728 | 1 545 | 1,183
Total pereent ... - 100011000} 1660] 1000 (1600 | 1000
2 . . .| 758) 1| 739| k01| 687 505
Fulltime .. . ] ot2af a2 04| 3T 418 321
Parttime.. . . ... 32 29 35| 216 171 27 4
-40 . . . . - 137 139 134 169| 179 157
Fulltime____ .. Ll 116 124) 109 B4 87 68
Part time.. - - 21 158 25 85 82 80
Less than 26 . . - 10 4 80| 126 220 234 247
Fulltilme .. . . 73 80 85 g4 113 71
Parttime .. _ . 31 20 41 1456) 121 176
‘Women
Total number (in
thousands) 2,085 854 {1,151 £ 1,590 47 6843
Total percent... . .. . [1000 (1060|1000 (1000|1000 | 1000
§0-52 . f e = = 643 B64)] 6268| 51 9| 806 54 2
Fulltime.... . . . - B24| 562 492) 236| 201 198
Part time_, - aa = 119 102)] 134 284 24 4 34 4
27-4p .- -] 82| 180 175| 203 | 2038 02
Fulltlme ... . ... ..| 108] 120 o5 63 69 54
Part time.. ._ . . .- - - 76 70 80| 140 134 uE
Lessthan 26 .. . 1751 1481 198 278 202 25 8
Fulltfme _. .. ... .| 82 78 86 5| 116 44
Parttime.. . ... . 038 TO[ 112) 183|178 19 4

1 Thirty five hours a week defined by BLB as full time employment, less
than 35 hours as part time employment

Source Bureau of Labor Statistics, Special Labor Force Report No 181,
1975, table A-1
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Further analysis 1s needed—through social
security record and survey data—of the number
and characteristics of men and women who work
less than full time, the year round Information
should be obtammed on how many reduce earnings
deliberately to obtan full (or nearly full)} social
security benefits and how many reach “retire-
ment” age with such low or erratic earnings
that they can supplement them with benefits

The social security system yields monthly
statistics on workers awarded retirement benefits
—whether they are currently payable or are
postponed because of earnings gbove the amount
exempt under the retirement test, and whether
or not the basic benefit or primary insurance
amount (PIA) 1s reduced because of early retire-
ment The number of workers eligible to receive
social security benefits at retirement has in-
creased greatly since 1940, with especially rapad
growth before 1960 as coverage was extended
and the system matured Much more rapid, how-
ever, has been the increase in the proportion
of msured (eligible) workers with benefits n
current-payment status, as table 83 shows The
retirement test® does not apply after attainment
of age 72, so all those elizible at the oldest ages
have received their benefits since the md-1960’s
At ages 65-69, the proportion of insured workers
receiving benefits was about 85 percent at the
begininng of 1975, up from about 75 percent mn
1965 At ages T0-74, benefits were 1n current-
payment throughout the decade for more than
95 percent (From 1945 to 1965 the proportions
had doubled or tripled, depending on age and
gex )

At ages 62-64, the proportion of eligible per-
sons with retired-worker benefits mm payment
status 1 1975 approached one-third for men and
one-half for women (who had become eligible
for early retirement in 1956-—5 years before men
—and who tend to leave the labor market at
younger ages) A considerable number of dis-
abled workers claim reduced retirement benefits

*From 1860 to 1972, benefits of those under age 72
were reduced $1 for each $1 of annual earnings above
a specified amount, $1 for each $2 of earnings in the
band between the exempt amount and the above figure,
with no beneflts withheld for months in which an em-
ployee earned less than one-twelfth of the exempt amount
or the self-employed did not perform “substantial gain-
ful services” In 1976, annual earnings of $2,760 are
exempt and benefits are reduced $1 for each $2 earned
above that amount
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TaeLE 3 —Percent of msured workers I aged 62 and over
with OASDI benefits 1n current-payment status, by age and
sex, selected years 1941-75

At Aged 62-64 Aged 85 and over
beginnin
of ¢ 75
yoar Total | Retired | Disabled | Total | 85-89 | 70-T4 | and
over
Men
1M1 .. | . - - O 20 22 14 19
1945 . R R T 29 22 35 49
1950.. . - . e | e wew 59 44 80 81
1655 | . P - 0 54 76 95
60, . . [ .. &3] 84 69 20
1966... . 32 7 8¢ 75 96 10
1966 __ - 32 24 7 20 75 ] 100
1967 .. a3 24 8 90 76 99 100
18968 . _. 33 24 ] 80 76 87 100
1960 ... . . 84 24 10 i 76 97 100
0. . 24 24 10 90 7% 5 100
b 1) 36 26 10 LUV 4 95 100
972 ... .. 39 28 11 91 79 95 100
1973... . 41 30 12 92 81 96 100
1074, . 4 32 12 03 85 97 100
1975 - 46 a2 13 o4 86 98 1040
Women
141, . .- .- - . - - 25 26 20 ®
2L R R S P 40 a3 48 60
60 . . e oo - O S 61 46 71 61
19550 o fe e o |0 - o - . 75 a7 80 92
1860 .. . - 44 42 2 87 9 M 97
1065... . .. 47 44 4 89 ki 96 100
1966, . . . 46 42 4 80 77 6 100
1867___ - 1] 42 b g1 70 94 100
1968, .. .. . 46 41 ] 1 79 ™ 100
1968 .. ... 46 41 5 ol 8 83 100
1970 .. __ 46 40 8 78 1 100
1971 .. . 47 41 [} 90 80 91 100
1972_.. 49 43 L] 89 B0 91 100
1973... . 52 15 7 90 81 1 100
1 - 54 47 7 61 84 92 100
196 .. - 55 47 8 92 85 'S 100

! Represents those with sufficient quarters of eoverage to meet the eligl
bllity raquirements for retired worker or disabled-worker benefits At age
65, disabled worker benefits are converted to retired worker benefits Re
tired worker beneflta (actuarially reduced) were first payable at ages 62-84 to
women in 1956 and to men in 1961

¥ Data not avallable

1 Not com&:uted, too few cases for rel{ability—first benefit payments were
made in 194

Bource Sociel Security Bulletin, Annual Statisticol Supplement, 1874,
tables 49 and 50

when they cannot meet the more stringent quahfi-
cations for disabled-worker benefits* In 1973-75,
1 mm 8 insured men aged 62-64 drew disabled-
worker benefits, bringing close to one-half the
proportion of eligible men receiving a benefit
erther for age or disability

Another way to view the impact of early re-
tirement and other provisions is in terms of
the rising proportion of workers receiving retire-
ment benefits that had been actuanally reduced
because they were claimed before age 65, as

¢ Lawrence Haber, The Effect of Age and Disabilily on
Access to Publio Income Mantenance Programs (Report
No 3, Social SBecurity Survey of the Disabled 1966),
July 1968



well as the difference 1n average benefits with and
without a reduction—$35 to $40 per month m
late 1975 (table 4) This trend reflects the fact
that roughly one-half the men and at least
two-thirds of the women starting to draw cash
benefits since the early-retirement provision was
enacted have done so before age 65 The propor-
tions have been even higher since 1972°

SOME ISSUES RELATED TO RETIREMENT

The sharp decline mm the proportion of older
men who work 1s causing great concern to many
Whether or not 1t should be cause for such con-
cern 18 open to question Such a pomnt of view 1s
of course influenced by the state of the economy
and the projected demographic structure The
social security program was intended, however,
to offer the aged the choice of leisure or work,
to enable the aged to retire with digmity

The early-retirement option and the earnings
test provisions are being examied for their 1m-
pact on work incentives among the elderly
Under the earmings test, the implicit marginal
tax rate of 50 percent in earnings above the
exempt amount plus the direct costs of working
(social security payroll taxes, mcome taxes, and
work-related expenses) discourage some workers
from earning more than the exempt amount ®
The possibility of differing effects on different
groups of workers needs exploration

The projected drop in the ratio of workers to
retirees, early in the next century, accounts for
the increasing attention to provisions for early
retirement and the retirement test The low
birth rate m recent years portends fewer workers
per aged beneficiary when the post-World War IT
“baby boom” cohort retires This possibility
has 1mportant mmplications, both for the social
security system and for the economy in general
To the extent that a labor shortage 1s antici-

® 8ee table Q-5, Socwa! SBecurity Bulletin, June 1976,
page 71

® Beveral studies of the effect of the retirement test
have found a slight tendency for beneficiaries’ earmngs
to bunch just below the exempt amount See Wayne
Vroman, Older Worker Earnings and the 1965 Social
Security Amendments (Research Report No 88), Office
of Research and Statistics, July 1971, and Kenneth G
Sander, “The Retirement Test Its Effect on Older
Workers’ Earnings,” Social Securily Bulletin, June 1968

&

TasLe 4 —OASDI retired-worker benefits 1n current-pay-
ment status Number of beneficiaries and average monthly
amount with and without reduction for early retirement,
by sex, 1956-75 1

Beneficlaries Average monthly amount
At end Percent
of Total with W ithout With
year number | reduction Al reduction | reduction
{in thou- for henefits for early for early
sands} early retirement | retirement
retlrement
Men
1956 3 572 - . 368 $68 . ea .
3857 4 198 . 70 70 .
1958 . 4,617 73 73 - -
1959 .. _ 4,847 80 80 .
1960 . . &5 217 - 82 82
1961 5 765 47 a3 84 $69
1842 . . 8 244 105 84 86 71
14963 .. - 6 497 14 6 g5 87 72
1664 _ 6 857 18 0 86 83 73
1965 . 6,825 210 93 96 79
1066 . . 7034 24 0 63 87 80
1957 7180 27 2 94 it 82
1968 7 309 01 109 115 05
1969 7,459 329 11 118 97
970 . 7 359 131 139 115
1971 . 7 052 86 146 156 130
1972 - 8 231 413 179 192 161
1973 8,610 44 1 183 187 164
1974 . 8,832 46 4 207 224 187
1975 9,164 387 228 247 207
Women

1056 1,540 75 $51 $51 $48
1967 1 959 193 52 &3 49
1058 .. . 2 303 247 b4 55 50
1959 . 2,589 205 59 80 55
1960 _ . 2,845 33 4 60 62 58
1661 . 3160 37 4 62 65 57
1662 3,404 41 0 63 64 58
1963 _ 3,766 440 63 67 58
1964 4 011 46 7 64 69 54
1966 . . 4 276 48 7 (] 75 64
1666 4 620 501 71 76 65
1967 - 4 859 51 9 72 78 86
1068 . . 5,111 54 1 84 92 78
189 . 5 363 56 7 86 65 78
1970 . . 6,661 58 6 101 112 12
1971 5,075 603 114 126 105
197 6,325 620 140 166 130
1973 _ 6 754 62 6 146 164 135
1974 . 7126 6 8 165 188 154
1975 7 424 66 0 182 206 169

1 Retlred worker benefits (actuarially reduced) were first payable at
ages 62-64 to women in 1956 and to men in 1861

Source Social Security Bulletin, June 1976, table Q-4

pated, any measure that encourages labor-force
participation of the elderly would, by increas-
mg the national product, be a gain for the
economy To the extent that the costs of the
soclal security system are at 1ssue, measures
to encourage employment (and hence the payment
of social security taxes by employees and
employers) in lieu of benefit receipt among the
future elderly would reduce costs

The earnings test 1s one of the least popular
provisions of the social security program It

SOCIAL SECURITY



18 justified as evidence of earnings loss caused
by retirement—the risk that the social security
program 15 designed to cover It is also said
to be preferable to the alternative of a needs
test or to no test with benefits based on age
alone Major hberalization or elimination of this
test of retirement would be costly and be ad-
vantageous primarily to the high-paid elderly
now losing benefits because of their earnings

Criticism of the earnings test comes from a
number of directions Some argue that 1t dis-
criminates agamst the elderly who lack second
pensions or asset mcome They pomnt out that
well-to-do retirees may receive social security
benefits regardless of the size of their nonearned
meome Such supplemental resources, however,
are very unevenly distributed among the elderly ”
Frequently, work after retirement 1s the “poor
man's pension ” Thus, extremely low earnings-
test limits are seen as a special hardship on the
low-ncome worker who, ;n his working years,
did not have the good fortune to earn coverage
under a private pension plan or to amass large
asset holdmmgs

Some object to the earnings test on the grounds
that any lunt of work disincentive 13 counter-
productive and should be avoided They are
likely to pomnt to the anticipated shortage of
workers 1 the next century and to declare that
any proposals to remove barriers to employment
of the elderly should be explored to forestall
the anticipated shortage

The Iatest Advisory Council on Social Security®
mn 1ts 1975 report recommended two changes n
the earnings test To abolish the monthly test
for years aftet the year of retirement and to
lower the rate at which benefits are withheld
above the exempt amount (Specifically, to
change—from $1 withheld for each $2 of earnings
to $1 withheld for $3 earned—the rate of with-
holding for earnings between the exempt amount
and twice that amount, with a $1-for-$2 withhold-
g for earnings above twice the exempt amount )

The Advisory Council also considered but

"8ee, for example, three reports dealing with the
socioeconomle characteristics of the aged Office of Re-
gearch and Statistics Report No 19 (1967), No 45
{1975), and No 74 (in press)

8 8ee Advisory Council on Soclal Security, Reports of
the Quadrenmal Advisory Council on Sociel Securidy,
Committee on Ways and Means, US Iouse of Repre-
gentatives (94th Congress, 1st session), 1975
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did not recommend two other changes that might
merease labor-force participation among the
elderly The first, to refund social security taxes
for workers after age 65, was rejected because
mcluding post-65 earnings mn the benefit com-
putation 15 often beneficial to the mdividual The
second, to lower from 72 to 70 the age at which
the earnings test no longer applies, was rejected
m favor of the provision mentioned above to
lower the benefit offset for all entitled workers
aged 62-72

Research to measure the work disincentive
effects of the current or alternative earnings-
test provisions could have important policy impli-
cations Much of the controversy rests on the
unknown extent to which (1) mcomes of various
groups of the elderly would be affected, (2) the
added benefit costs of lberalization would be
offset by increased earmings among the elderly,
and (3) employment opportunities exist or could
be created for those of retirement age

Early retirement has some cost to society,
i spite of the actuaral reduction, which 1s
designed to yield, on the average, the same life-
time benefits to early retirees as to 65-year-old
retirees It 1s costly to the extent that the national
product 1s reduced by premature retirement and
that earmings forgone necessarly result 1n
smaller revenues to the social security system
The Advisory Council report suggests considera-
tion of a very gradual increase (beginning 1in
2005) from age 65 to age 68 for normal retire-
ment with full benefits and a concomitant shift
m the age at which actuarally reduced benefits
are payable—from 62 to 65

The reasons for full or partial retirement
and subsequent reactions to retirement all need
to be explored through surveys The large number
of retirements may be a measure of the success
of the social security program If, however,
the national interest now suggests that a change
in the behavior of workers or employers would be
desirable, then 1t 1s essential to understand clearly
the factors associated with (1f not causing)
present behavior Clues are needed to measures
that might encourage later retirement

SOCIAL SECURITY ADMINISTRATION RESEARCH

The original Social Security Act recognized
that effective admmistration of the program

7



would require continuous evaluation and so -
cluded a mandate to study problems of economic
msecurity and make “recommendations as to the
most effective methods of providing security
through social insurance” (section 702 of the
Social Security Act) Hence there has been no
question in the Umted States about the use of
gerontological research for social security policy
Indeed, the 1935 Act rested upon meore than a
decade of social gerontological research m the
United States, specifically on studies by the
Committee on FEconomic Security® The social
security program itself has of course contributed
regularly to advancement of gerontological
knowledge through the information that can be
derived from the fecord system

Within a year after first payments were made
m 1940, the first of a contmuing series of evalua-
tive sample surveys was begun Scope and design
of the surveys has changed, paralleling evolving
technology 1 the general field of survey research
from limited surveys of program beneficiaries n a
few cities to national samples of aged benefici-
ares (1931 and 1957), to cross-section studies
(carried out 1n 1963 and 1968) of older persons—
beneficiaries and nonbeneficlaries—and to a
longitudinal retirement history survey covering
1969-79

Information obtained m the 1963 Social Secu-
rity Survey of the Aged on the financial status
of social security beneficiaries aged 62-64 1n com-
parison with the status of those aged 65-72 had
generated concern by the Social Security Ad-
ministration and by the members of the 1965
Adwvisory Council on Social Security They feared
that the provision for reduced benefits would
give rise to a new group of permanently poor
aged who would probably need to supplement
their benefits with means-tested assistance, partic-
ularly 1n their later years The Social Security
Admmstration was requested by the Council to
obtain new information that might help explamn
why men were claxming reduced benefits so much
more frequently than had been anticrpated when
the early-retirement provision was extended to
men 1n 1961

The Social Security Admimstration already
was planning a longitudinal Retirement History
Study (RHS) but, to obtain some clues before

* Committee on Economic Security, Sociel Securiy in
Amerwa, 1937

any findings could become available, quckly 1n1-
tiated & monthly mail Survey of New DBenefici-
artes (SNEB) based on benefit awards made
during the 2-year period ending June 1970 (Some
of the SNEB findings are summarized below )

The need for longitudinal data in studymng
change over a period of time {particularly among
the aging) 1s generally acknowledged, although
more honored 1n the breach than m the observance
because of the cost and difficulty of securing such
data The RHS started with a nationally repre-
sentative sample of 11,153 ' respondents who,
at the study’s outset, were aged 58-63—a range
chosen to yield large numbers of individuals a
few years before their retirement Married men,
nonmarried men, and nonmarried women are
represented Housewives, whose retirement 1s
often linked to that of their husbands, were in-
tentionally excluded as primary respondents
Some mmformation 1s being obtained on the work
experience, attitudes, and morale of the wives of
married men 1n the sample If the men die, their
widows are continued i the study The sample
was designed to permt some 1solation of the ef-
fects of aging and retirement from those of pos-
sible changes 1n the general economic situation
during 2-year intervals between interviews by
using three age subcohorts—those aged 58 and
59, 60 and 61, and 62 and 63 in 1969

CROSS-5ECTION SURVEYS AND SOME POLICY
IMPLICATIONS

According to surveys conducted by the Social
Security Administration during the period from
1941 to 1963, the postentitlement work by men

1 A sample of this size was needed to ensure capacity
for analyses over the 10 years of study, allowing for
normal sample attrition and assuming that the 1959-61
life table survivorship factors would continue for each
age sex group BSee Lola M Irelan, “Retirement History
Study Introduction,” Secial Security Bullelin, November
1972, and Lola M Irelan and Joseph Steinberg, “A Re-
tirement History Study,” in Proceedings of the 128ih
Annunal Meeting, American Statistwcal Association, Ameri-
can Statlstical Association, 1968

Y Edna ¢ Wentworth, Employment After Retwrement
(Research Report No 21), Social SBecurity Administra-
tion, Office of Research and Statistics, 1968, and Edna
C Wentworth and Dena K Motley, Resources After
Retirement (Research Report No 34), Social Security
Administration, Office of Research and Statisties, 1970
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aged 65 and over who were drawing social secur-
1ty benefits tended to be inversely correlated with
the general level of unemployment Reasons given
by these men for termination of their last regular
employment (when termination was withm only
a few years of the survey date) were likewise re-
lated roughly to the employment situation

Thus, mm 1944 (about the peak of World War
11 need for workers) termination of work was at-
tributed to the employers’ decision by one-fourth
of the men entrtled in that year, compared with
roughly half the men entitled m 1940, 194142,
194647, and 1948-50 The 1963 survey found that
the corresponding proportion was down to about
40 percent among those entitled in 1958-61 The
proportion who said they wished to retire was up
to 17 percent, more than three times as large a
proportion as that reported 1n the earlier surveys
collecting such information Health was the rea-
son reported by 65 percent of the men becomung
entitled 1n 1944 when the need for workers was
mtense, compared with 3441 percent in the other
surveys

Respondents 1n both the SNEB and the RHS
were asked, “Do you consider yourself retired,
partly retired, or not retired at all#* According to
SNED, which was based on a sample of workers
recently awarded social security benefits, the
men who had stopped working and were drawing
benefits overwhelmingly considered themselves
“retired ” Those who did not stop and were
awarded postponed benefits'® usually said they
were “not retired at all ” Working men with pay-
able benefits usually considered themselves “partly
retired » 3

Of the men entitled to reduced benefits, about
40 percent continued worlung but had earmings
low enough to allow them to qualify for some
retirement benefits Most worked only part time
or imntermiitently Many had health problems that
Iimited their earnings power Many appeared to

* Most Insured workers who file a claim for benefits
in order to obtaln entitlement for hospital benefits under
Medicare at age 65 are automatically awarded retire-
ment benefits, which are then postponed if they do not
retire

B Virginia Reno, Retirement Patterns of Men at
CASDHI Entitlement (Report No 2, Survey of Newly En
titled Beneficiaries}, 1971, page 4 Analysis of preliminary
RHS data showed the expected high correlation with
work and pension status, see Lola Irelan and Bruce
Bell, “Understanding Subjectively Defined Retirement
A Pllot Analysis,” The Gerontologist, Winter 1072
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hold long-term low-paymg jobs, although some
had recently changed jobs and may have been
moving gradually into retirement The remaining
60 percent of the men entitled before age 65 had
stopped working altogether, Retirement for these
men was often abrupt rather than gradual

The great majority of nonworking men had
clarmed benefits as soon as they qualified, accord-
ing to the SNEB findings This conclusion corre-
sponds to the findmgs of an earlier study of auto-
mobile workers The United Auto Workers
(UAW) had negotiated a very favorable early-
retirement pension to supplement the regular
UAW pension up to age 65 It had been expected
that most of the workers would wait to draw full
social security benefits at age 65 to replace this
early-retirement supplement, but 90 percent of
those who took the early-retirement option
claimed social security benefits before age 65
Apparently few men who actually retire before
age 65 are motivated to wait until they reach
that age to claym unreduced social security bene-
fits.

U S Government employees, who have their
own staff retirement system, likewise tend to take
advantage very quickly of lhberalization of the
age-service requirements and/or computation pro-
cedures for an annuity Indeed, the average age
of employees added to the retirement roll went
down from 612 1n 1964 to 58 1 1n 1974 as aver-
age years of service went up from 224 to 261
years Involuntary retirements at relatively young
ages, with reduced annuities, rose sharply over
the decade, and mandatory retirements at age
70 with 15 years’ service became neghgible 1n num-
ber * A 1964 sample of civil-service annuitants
who elected to retire between ages 55 and 60 with
at least 30 years’ service (with a permanent re-

“Richard E Barfield, The Auto Worker and Retire-
ment A Second Look, Institute for Social Research,
University of Michigan, 1970, pages 43—4 For UAW
plan provisions, see Richard Barfield and James Morgan,
Early Retirement The Dectswon and the Ezperience, In-
stitute for Social Research, University of Michigan, 1989

¥ Unpublished analysls of data in Annual Reports of
the US Civil Service Commission Involuntary retire-
ments (without charge of misconduct, delinquency, ete )
come about because of reduction {n force, abolishment
of a position, or lhiquidation of an office or agency An
employee sc separated is eligible for a pension after
reaching age 50 and completing at least 20 years' service,
or at any age after 2% years' service, the annuity 18 re-
duced 1/6 of 1 percent for each full month the employee
is under age 55



duction 1n benefit, as required at the time of the
survey) were generally pleased that they had done
so More than half of them chose to get another
job and did so

According to SNEB, health was the reason
most frequently given for leaving their last job
by men not working when surveyed The fre-
quency of health as the mam reason was much
lower among retirees at age 65, however, than
among those claiming early benefits (table 5)
Compulsory retirement, on the other hand, was
neghgible for early retirees but was cited by
half the former wage and salary workers who
claxmed a benefit at age 65 'The self-employed
entitled at 65 were three tumes as likely as those
entitled at 62 to give “retirement” (voluntary)
as the main reason for leaving their last job 7

Constderable numbers of nonworking men,
whether they had been employees or self-em-
ployed, mdicated an interest mn retirement when
asked three questions

(1) *“Did you leave your last Jjob because you
wanted to retire?’ (43 percent said yes)

(2) “Ind you want to leave your last job, or would
you have worked longer if you eould®’ (39 percent
wanted to leave)

{(3) “Ind you leave your last job because you
wanted to start getting social security or a pension?”
' (31 percent said yes)

i
Only about 20 percent gave “retirement” as the
main reason for leaving their last job

Availability of a second pension was a major
contributing factor to a preference for retirement
among those claiming reduced benefits The me-
dian retirement income of those with a second
pension to supplement social 'security benefits
was more than twice as high as that of other
nonworking men entitled at the same age

Used as a cross section, data from the first
wave of interviews for the longitudinal RHS
yield a somewhat different perspective than
SNEB (by definition limited to workers newly
entitled to OASDI benefits) In spring 1969 when
the first RHS interviews were conducted, the
cohort was aged 58-63, so that nearly two-thirds

*Ehzabeth F Messer, “Thirty-Eight Years Is A
Plenty,” Cuil Service Journal, October-December 1964

¥ 8ee Virginla P Reno, Why Men Stop Workwmg at
or Before Age 65 (Report No 3, Survey of Newly En-
fitled Beneficiaries), 1971, for this and the following
SNEB data on factors assoclated with retirements
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TasLE 5 —Main reason given for leaving last job Percentage
distribution of nonworking men awarded OASDI retired-
worker benefits, by age at entitlement and class of worker,
July-December 1968

Percentage distribution, by reason for
leaving last job
Total
Age at number,
entitle- (in Retirement
ment thou- Layofl
sands) { Total | Health or poor | Other
Volun | Com- |business
, taty |pulsory
Wage and salary workers
Totall _ 120 100 44 19 18 11 8
62 .. . 57 100 57 18 1 14 10
8364 .. - . 34 160 48 23 10 12 8
85... . a6 100 21 18 52 5 4
Self-employed persons
Totall... 14 100 51 22 - 18 9
82 . 7 100 il 15 21 8
63-64.... . 4 100 b1 25| . 17 7
- . - 2 100 33 4] - 16 10

1 Excludes the small number not entitled until age 66 or later Most work-
ers hecame entitled at age 65 to obtsin hospital benefits under Medicarse
even If they postpone eash beneflts because of work

Source Reacheng Reterement Ape Findings From A Survey of Newly En-
titled Workers, 1968-70 (Resoarch Report No 47), table 4 5, 1976, Office of
Research and Btatistics, Soclal Security Adminisiration

of the respondents had not yet reached the mini-
mum retirement age under the social security
program and none were old enough to receive
full benefits Some (few) may not have had
social security coverage because they were In
government employment or did not work at all
because of disability or housekeepng activities
The body of data m this study 1s richer than that
of SNEB

Before turming to some findings on changes
in work/retirement status between 1969 and 1973,
when the cohort was aged 62-67, a few findings
for the base period are summarized here Clearly,
a few years’ difference 1n age—particularly when
1t comcides with the age at which social security
benefits are payable—is closely associated with
the employment/retirement status DMen were
twice as likely to be out of the labor force at ages
62-63 ns at ages 58-59 and women without
spouses 50 percent more likely®

Because 5 1n 6 of the women included 1n RHS
had once been married, 1t 1s perhaps not surpris-
ing that 20 percent of the RIIS cohort of non-

* Hee Karen A Schwab, “Early Labor-Iorce With-
drawal of Men Participants and Nonparticipants Aged
08-63,” Social Security Bulletwn, August 1974, and Sally
R Sherman, “Labor-Force Status of Nonmarried Women
on the Threshold of Retirement,” Socwal Security Bul
letin, September 1974

SOCIAL SECURITY



married women had never been 1n the labor force
Apart from that group, 21 percent of the women
aged 58-63 were not 1n the labor force in 1969—
not many more, n relative terms, than among
men aged 58-63 (17 percent),

The men 1n the RHS who were out of the labor
force 1n 1969 were about twice as likely to have
been hospitalized in 1968 as the men in the labor
force The former reported that health limited
mobility and work more than three times as
often as did working men Health-imposed work
Iimitations, education, occupation, and race were
all related to labor-force participation, but health
appeared to be the underlying factor More than
half the men who were nonparticipants at ages
58-63 had been without work 3 years or longer

Some analysts argue that not health but the
avatlability of retirement benefits 1s the major
factor i early retirement® An econometric
analysis of the 1969 RHS data® for persons aged
58-63, however, supported health as the most
mportant determimnant of labor-force status,
closely followed by current eligibility for social
security benefits (in eftect, the attainment of ages
62-63 when benefits are first payable) Further
analysis, hmited to a relatively homogeneous
group of married white men, revealed that the
mfluence of social security and pension eligibility
fell primarily on those with health lmmutations
For those without a health limitation, social
security eligibility increased the probability of
retirement by eight percentage points, for those
with a health limitation by 40 ponts

LONGITUDINAL DATA AND SOME POLICY
IMPLICATIONS

Three sets of longitudinal data have only re-
cently become available, so much of the analysis
still lies ahead Some highlights can, however,
be presented here (1) the extent of change in
payment status withm 3 years after retirement

¥ dee, for example, Willam G Bowen and T Aldrich
Finegan, The Economics of Lebor-Force Participaiwon,
Princeton University Press, 1969, and Michael J Boskin,
Bocial Securtty and Retwrement Decisions, Working Paper
#107 (unpublished), National Bureau of Economic Re-
gearch, Inc, 1975

* Joseph F Quinn, The Mwcroeconomics of Early Re-
tarement A Cross Sectionel View, unpublished report
prepared for the Boclal Security Administration, 1975
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benefits were awarded 1n 1970-T1; (2) a multi-
vartate analysis of the reasons men who were
working at ages 55-59 1n 1966 were “retired” mn
1971; and (3) what 18 most relevant, data from
the RHS examination of the employment/retire-
ment status of men and nonmarried women aged
62-67 10 1973 who had worked 1n 1969 The latter
provides the only data for a large sample that
permit examination of the factors associated with
age at retirement and the extent of work after
benefit eligibility for a cohort that had reached
or passed the mmimum age at which social secu-
rity benefits may be claimed

Clues from the benefit record *~When a 1970-
71 sample of benefit awards like that used for
SNEB was folloned through the record system
for 8 years, 1t was found that only 8 percent of
those whose benefits were payable at award had
their benefits shifted at any time to conditional
status Thus, few worked enough within 3 years
of the award to require suspension of benefits
Among that small group, these differences appear
Beneficiaries resumed work with earnings suffi-
cient to cause benefit losses more often 1f (1) they
were men, (2) they were aged 63-65 at entitle-
ment rather than aged 62 or aged 66 and older,
and {3) their basic benefit was below the median
amount awarded at the time More than four-
fifths of the moves were within the first year after
award

Of the smaller group whose benefit was post-
poned at award (principally men and women
who filed to obtain Medicare eligibility at age 65
and chose not to retire at the time), about 50
percent received a cash benefit within 1 year,
14 percent m the second year, and 8 percent 1n
the third year, less than 30 percent had not
received any cash benefits at the end of 3 years
Benefits for teachers with 9- or 10-month appoint-
ments, building trades workers, and a few other
groups may move 1n and out of payment status
at least once a year

Clues from 1966-71 data for men aged 60-
64 —A national longitudinal survey (undertaken
for the Manpower Admimistration of the Depart-
ment of Labor) of the labor-market experience of
men aged 45-69 1n 1966 yielded 5-year data for

R gusan Grad, Suspension of Retired Workers' “Bene-
fita, Office of Research and Statisties (In preparation)
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more than 4,100 men The survey report ? includes
a chapter on early retirement that first examines
by multiple classification analysis (MCA)—a
form of dummy-variable regression—the retire-
ment expectations of men aged 50-60 who were
employed m 1971 and then apples the analysis
to actual retirements between 1966 and 1971 by
men aged 50-64—using two criteria of retirement
Because age was by far the most significant of
the explanatory variables, the authors of the
study, Parnes and Nestel, generously agreed to
replicate for the Social Security Administration
the MCA for the subgroup of men aged 60-64
mm 1971 Although all these men are under the
normal retirement age of 65, the analysis pro-
vides some mteresting insights

The first criterion of “retirement” between
1966 and 1971 was based on the respondent’s
statement that he was “already retired” when he
was asked “At what age do you expect to retire
from your regular job?” A respondent was also
classified as retired 1f he had reduced his hours
i the labor force from 3,000 or more n the 2-
year period 1965-66 to less than 1,000 hours in
196971 The MCA can only handle a dichotomous
variable,® so partial retirement could not be
identified It 1s especially noteworthy therefore
that, of the men aged 60-64 in 1971 who were
employed 1n the survey week of 1966, 22 percent
said they had “retired from their regular job”
but only 11 percent reduced their hours in the
labor force below 1,000 from 8,000 or more
1965-66

The aunthors hypothesize that, aside from com-
pulsory retirement {which seldom operates before
age 65), five sets of factors influence the proba-
bility of retirement before age 65 (1) financal
need, indicated by number of dependents, (2)
financial resources in the absence of work, meas-
ured by net asset holdings and coverage by a

—_

# See Herbert 8 Parnes and Galbert Nestel, “Early
Retirement,” in Herbert 8§ IParnes et al, The Pre-
Retwrement Years Fwe Years in the Worklives of
Middle-Aged Men, Center for Human Resource Research,
Ohio University, volume 4, chapter 5, December 1974
The proportion of men aged 50-58 at work in 1971 who
indicated an intention to retire before age 63 was sub-
stantially higher than it was for the identical group
of men when originally interviewed in 1966 38 percent,
compared with 25 percent (page 162)

® For a description of MCA, see Frank M Andrews
et al, Multiple Classification Analysis, Institute for
Social Research, University of Michigan, 1973 (second
edition)
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private pension plan and length of service mn the
1966 job, (8) ability to work as indicated by
the man’s report on health-related work lLimata-
tions and whether or not he was self-employed;
(4) economic and noneconomic rewards in con-
tinumg to work, by wage rate and satisfaction
with work, and (3) relative preference for leisure
rather than work as suggested by a measure of
work commitment

The MCA technique allows one to calculate
for each category of a particular variable what
the proportion of early retirees would have been,
1f the members of a category had been average
m terms of all other variables used 1n the analy-
s1s, 1n comparison with the unadjusted propor-
tions 1 each category who rephed that they were
retired Table 6, which gives figures for the first
criterion of retirement, shows that only four
variables, here listed in order of their importance,
had a statistically significant relationship to the
Iikelihood of retirement (measured by the F-
ratio) Index of work commitment, health-related
work limitation, second-pension coverage and job
tenure, and job satisfaction Race and number of
dependents made no real difference

Clues from RHS, 1969-73 —More than half the
1969 workers surveyed for the RHS who were
remterviewed mn 1973 were still employed m 1973
when they had reached age 62-67 ** A number of
those not employed in 1973 had not worked for
at least 2 years, and a few had not worked since
1969 (table 7) When women without spouses are
compared with men of the same age, the likel-
hood of stopping work was directly related to age
but not to sex, as chart 1 shows

Men with wage and salary jobs in 1969 were
much less likely than the self-employed of the
same age to be workmg in 1973 According to
table 7, the older the group, the larger the
difference Thus, at ages 62-63 m 1973 the same
job was reported for 1973 as for 1969 by 49
percent of the men who were wage and salary
workers and 65 percent of the self-employed men,
the corresponding proportions at ages 66-67 were
21 percent and 50 percent

*0f the total number (11,133) of 1969 respondents,
almost 9,000 were reinterviewed in 1973, including 6,700
who had been working in 1069 In 1971, nearly 10 per-
cent of the 1969 workers did not respond 3 percent
had died, 4 percent had refused to be Interviewed, and 2
percent could not be reached Similar detail for 1972 (not
yet available) will show relatively more had died
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TasLE 6 —Percent of men aged 60-64 mm 1971 retinng!
between 1966 and 1971, by 10 charactenstics, with adjust-
ment for interaction

Percent retired in 1671

Characteristics

Average hourly earnings

Unadjnsbedl:djustad '
Grand mean . e e - - - 214
Re. . - . - - . 09
Samplesize . . - - .- 1017
Health condition ¥4
Affects work . - _ 316 3214
Does not affect work. - - 19 4 191
Class of worker ¢
Private wage and sslary .. 2% 3 209
Governtent wage and salary. . 26 0 2 2
Belf-employed - - 18 4 272
Pension coverage status and job tenure &
Not covered by employer plan - 19 4 193
Covered by employer plan
Less than 10 years’ service . . - - 118 14 5
10-10 years' service . .. .. . .. - 341 33 2
20 or more years' gervics - - - 30 305
Not ascertalned . . R 105 g3
Index of work commitment *
High .. . . e e e m . 131 193
Medium - - - - - . 25 0 248
Low ce . . . . 36 36 2
Not ascertained . .. . . 17 143
Job satistaction 24
Liked jobh very much... _ 17 18 &
Liked job somewhat. . e s P 27 26 6
Disliked Job . . . 40 382
Race
White _.. - - . 22 224
Black - - .- - - - 25 218
Marital status 8
Married, wife present . - . - 22 28
Wife absent, widowed, divoerced, separated... 32 30 4
Never married . . . .. 18 128
Number of dependents (excluding wife) ¢
None.. . . .- e - - ea ps 231
1 - - - - - . 19 197
3. “ a e - . - 24 23 6
4ormore . . - _ 13 14 2
21 5
21 4
23 8
29 7
20 ]
19 [
8
L]
4
4
]
7

OO OOmME-IR QMM D g BN OO

Less than $1 56 _ . . . - . - %%
2 50-3 49 _ - - . - 19
3 504 99 . - - - . 27
5 00 or mote. . - - . e 20
Not ascertained - - - 23
Not assets
None or negative __ . . - 31 33
§14 - - e e . - 20 20
5 000-9 998 . . Ae e ea ea oa 27 25
10,000-24 869 ___ _ . _ . .. R - 21 20
25 000 ormore ., - - . . - - . 20 20
Not sseertained_. - _ _ - . . .- 2 2

1 Represents respondents not “retired from a regular job' In the 1968
survey week who were employed at that time and when asked fn 1971,
“ At what age do you expect to retire from your regular job?'' reported that
they were “already retfred '

1 Adjusted in each case for the effects of the other nine eharacteristics

1 SBignificant at o= as measured by F ratio

4 The small number of cases not reporting on this charactetistics were in
eluded in the analyses but not sShown

¥ Coverage by employer pension plan

tSignificant at = ag measured by F ratio

Bource Herbert 8 Parnes, st &l , The Pre retirement Years Five Years in
the Work Lires of Middle-Aged Men, Center for Human Resource Research,
Ohio 8tate University, vol 4, chapter 5 (unpubiished data), December 1674

-~

Men and women who stopped working between
1969 and 1973 frequently reported factors asso-
clated with age or retirement as the reason for
leaving the last job (table 8) They cited such
reasons as age, plans to draw a pensron, or desire
to stop working For some, compulsory retire-
ment was undoubtedly a factor underlying these
reasons, particularly among those aged 64-67
Roughly one-fourth to one-third cited health as
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the reason for leaving the last job This propoi'-
tion was considerably less than that for the non-
workers aged 58-63 m 1969 citing that reason,
Of the men who were not working 4 years earler,
65 percent had reported they left their jobs
because of health ? Thus, health emerges as the
most common reason for premature retirement
but declines mm 1mportance among those who re-
tire closer to the institutionalized age of 65—
when full social security benefits become available
and the compulsory retirement policies of private
pensions often go mto effect

When the reasons for stopping work for men
with wage and salary jobs 1in 1969 are compared
with those for men self-employed 1 1969, sharp
differences emerge Factors associated with age
are much less important for the self-employed
than for employees This finding 1s to be expected
because relatively few self-employed have second
pensions and they are, of course, not subject to
compulsory retirement Health reasons therefore
show up as of major importance among men who
were self-employed 1n 1969 and not working in
1973, except for those aged 66-67 who also re-
ported age-related reasons more often than health
reasons

Multiple classification analysis was used to try
to assess the relative 1mportance of eight separate
factors believed to be associated with retirement
for men with wage and salary jobs m 1969
The self-employed were excluded because the
second pension variable, which 1s of particular
interest, 1s not appropriate for them Since MCA
requires a dichotomous dependent variable (or a
continuous one), the variable examined was
whether or not men with wage and salary jobs
i 1969 were working m 1973

There are recognized hmits in using lmear re-
gression with a dichotomous dependent variable
such as work/retirement status Hence, the re-
gression coefficients estimated here are possibly
biased An experiment performed by Joseph
Quinn comparing results of the logit estimation
techmque with smmpler regression results was
reassuring on this point, however He found that

% Karen Schwab, op cit, page 3

# The MCA was prepared as an early step in a study
fn preparation by Karen A Schwab of the Office of Re-
gearch and Statistics The study uses RHS longitudinal
dats in an attempt to identify the factors associated with
early retirement, as well as the differences among three
retiree groups—early, normal age, and late !
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TaeLe 7 —Work expenience, 196973 Percentage distribution of men and nonmarned women aged 6267 1n 1973 who worked

n 1969, by sex and age in 1973

Men
Nonmatried
women
Work expetlence Total ‘Wage and salaried Belf-employed
6263 6465 66-67 62-63 64-85 66-67 62-63 84-85 66-87 62-83 8465 66-67
Number in sample . - .| 2o0s2| 1,759 1,477 1845 1407{ 1,123 407 352 344 512 492 420
Total percent..._ - - . 100 0 100 G 100 0 100 0 100 0 100 0 100 0 100 O 100 0 100 0 100 0 100 0
‘Working in 1973 . - - [ 9] 510 42 0 66 7 44 8 35 7 76 4 B7 6 a3 1 B84 8 50 6 410
Same job as in 1971 .- - - 58 2 420 31 7 85 7 37 4 25 2 83 3 60 2 53 2 553 43 9 343
Same job as in 1969 819 309 2840 48 6 318 21 4 851 571 97 44 6 400 32
Different job than in 1969..-- - 63 51 37 71 58 38 32 31 35 57 39 31
Other Job... . - e - 10 4 90 103 no 94 10 4 g1 T4 g9 940 67 67
Not, working in 1973 . a- . 314 46 0 58 0 333 53 2 84 3 236 324 369 35 2 49 4 590
Worked in 1971 or later . _ 230 307 203 24 6 316 326 16 4 193 18 8 22 ¢ 24 6 293
Same Job as In 1969 19 2 26 8 252 206 28 6 27 8 14 2 15 9 1640 189 24 2 26 0
Diflerent job than in 1969 38 39 41 41 40 48 22 34 20 31 24 33
No work for 2 or more years _ . 84 18 3 286 87 196 38 71 131 183 131 227 298

Bource Retirement History Study, Office of Research and Statistics, Bocial S8ecurity Administration

both techmques supported the same qualtative
conclusions about the factors associated with
labor-force status m 1969, although the size of
the regression coeflicients differed somewhat 2

T Joseph ¥ Qunn, op cit, pages 189-198 For general
discussion of the limltations, see John L. Goodman, Jr,
Is Ordwnary Least Squares Estimation With e¢ Dichoto-
mous Varwble Really That BRad? (Working Paper
216-23), The Urban Institute, 1976

Cuart 1—Work status in 1973 of 1969 workers aged
62-67 in 1973

Men Women

69%

65%

Working
n1973

Not working
in1973

58%
62-63 64-65 66-67

59%
62-63 64-65 66-67
Agein1973
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The percentage of men working 1 1969 who
had stopped by 1973 1s shown 1n table 9 for the
three 2-year age groups for each category of each
of eight variables, with and without adjustment
for the effect of the other seven variables (The
percentages were derived by adding to the grand
mean the regression coeflicients, adjusted and
unadjusted, respectively ) Measures of the con-
traibution of each of the eight variables mn ex-
plamning work-status change are also given, with
Eta* mmdicating the importance of the factor by
itself and Beta® the mmportance of the factor
when the others are taken into account These
measures yield valuable clues to the forces that
influence retirement

Nonemployment m 1973 of men aged 62-65
that year who had had wage and salary jobs m
1969 was influenced much more by self-assessment
of health-related work limitations than any of
the other seven factors The health factor 13
based on responses to the following question
asked of each respondent, “Does health limit
the kind or amount of work or housework you can
do?” (asked when medical care utilization and
costs were discussed rather than in conjunction
with work experience) 2

The other seven variables include attitude
toward work/retirement and second-pension cov-
erage, both of which the Parnes and Nestel study

* Other analyses show that reports on work limitation
colncide very closely with self perception of health in
relation to that of peers (“better,” “same,” or “worse”)
A third health variable, limitations on personal mobllity,
wias not used because not all mobility lhimitations Inter-
fere with work
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TABLE 8 —Main reason given for leaving last job Percentage distnbution of men and nenmarried women aged 62-67 1n 1973

who worked in 1969 but not 1in 1973, by sex and age in 1973

Men
Nonmarried
wornen
Main reason for leaving last Job Total ‘Wage and salarfed Self-employed
8203 6465 66~67 62-63 84-55 B6-67 62-83 6485 66-67 623 64185 66-67
Number {n sample .- - . 6850 871 865 555 57 739 95 114 128 189 251 253
Totsal percent. . PR 100 ¢ 100 O 1000 100 0 00 b 100 0 100 6 190 0 100 0 100 0 100 0 100 0
Health 358 26 7 220 328 2¢ 6 202 52 8 41 2 825 328 267 245
Factors related to age... - - 37 44 4 51 9 420 52 0 54 0 26 8 a8 398 301 43 5 4 2
Age - a7 187 2 LK) 20 3 M8 108 79 138 5 12 8 202
To draw panslan 189 179 193 211 18 5 215 63 1 44 106 17 6 138
‘Wanted to stop working, to cut down

orchangejob .. . . _ . 11 12 8 LR ] 14 13 2 7T 25 96 198 137 132 T
Job factors | - 107 42 86 19 LR 93 43 44 48 90 B4 119
Luyoﬂ'orpoorbuslness_ . L] 37 48 74 40 54 11 18 (O] 48 80 65
Endufsensonnlortemporaryjob .. 42 23 40 45 28 39 a2 28 1B 42 24 64
Other - - N 82 101 86 7 103 83 105 88 103 228 116 12 8
No response. , . . - . 58 76 89 58 548 §2 63 14 0 127 53 g6 1

! Less than 0 05 percent

Boutee Retlrement History Study, Office of Research and Btatistics, Social Becurity Administration

found highly sigmficant For men aged 66-67
(not included 1n the latter study), second-pension
coverage ranked a close second to health-related
work hmutations Whether a health-related work
limitation was self-reported 1n both 1969 and 1973
or 1n 1973 but not 1969 seems to have had little
mfluence on the tendency to leave the work force

By 1973, all members of the group studied
would have been old enough to receive social
security benefits, at least with an actuarial reduc-
tion Emphasis 1s therefore placed 1n this analysis
on coverage on the 1969 job for a pension other
than social security benefits 2 Tt should be recog-
mzed that some who had coverage for a second
pension on their 1969 job mught not ultimately
become eligible for the pension and others might
have earned such coverage on another job

Coverage by a second pension on the 1969 job
appears to have made considerable difference mn
the proportion of male wage and salary workers
m 1969 who were not working 1n 1973 When the
percentages of men not working in 1973 are ad-
justed for the other seven variables the differences
in the percentages for those not working, by age
1 1973, were as follows

Age
Becond pension
coverage
62-63 64-85 6667
Covered on 1965 fob - - 38 57 73
Not covered on 1969 job ~ . 28 49 54

®The term second pension {s used for convenience,
although a few may have been pensions for government
employees without soclal security coverage

BULLETIN, AUGUST 1976

The relatively greater role of second-pension cov-
ernge among the men aged 66-67 in 1973 than
among those who were younger may result at least
in part from the tendency of private pension
plans to require retirement at age 65

Attitude toward retirement 1n 1969 1s measured
by the responses to the questions, “To what ex-
tent do you agree or disagree with the following
statement, as 1t applies to you, ‘Retirement will
be a pleasant time mm lLife’? Do you strongly
agree, agree, disagree, or strongly disagree?” In
the decision to stop work, attitude toward retire-
ment was an 1mportant factor, as the data 1n table
9 show This was particularly true for the younger
men, for whom 1t ranked next to self-assessment
of health-related work hmitations Among men
aged 62-63 1n. 1973, nearly one-half were not work-
ing 1f they strongly agreed that retirement 1s a
pleasant time, but only one-fourth were not work-
ing 1f they disagreed with the statement. This
finding holds even when account 1s taken of the
other seven factors used 1n the regression

It had been assumed that occupation would be
associated with retirement, and 1t ranked rela-
tively high Those with “interesting” jobs might
prefer to continue to work Those with the least
attractive jobs might have the greatest need for
earnings The rate of 1969 earnmings likewise was
assumed to have an mnfluence- According to con-
ventional wisdom the higher the earnings rate the
greater the inducement to choose work over lei-
sure The low-paid, however, get only small so-
cial security benefits that might be hikely to need
supplementation by odd jobs, and some low-paid
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' TABLE § —Percent of men not working in 1973 at ages 62-67 who had wage and salary joba in 1969, by 8 characteristics, with

adjustment for mteraction, and by age

Age In 1973
62-63 64-65 66-87
Characteristics, ranked by Beta!
fot men aged 66-67
Not working In 1973 Not working In 1973 Not working in 1973
- Per(;ent Pemrent Perclent
o o o
Unadjusted] Adjusted cases Unadjusted| Adjusted CA3es Unadjusted| Adjuosted cases
percent percent ! percent percent 1 percent percent !
Grand mean, percent not working . . 33 . 53 64
v RO, L L. . . 014 011 . 012 - .
Bample size.__ .. - .- - 1672 - - 1,421 1,146 -
Health-related work limitation reported
by respondent
In 1969 and 1973 - . - 53 54 14 5 89 7l 158 73 ki 16 8
In 1969 but not in 1973. .. - 36 a1 60 54 52 80 46 48 58
In 1873 but not in 1969.. .. ——a . 53 53 18 4 68 48 220 78 w 233
Notin 19690r1973. . . - - 22 22 611 43 43 56 2 58 57 64 4

Betat= 065 Eta¥= 058 Bela*= 47 Ete*= 042

-
Coverage for pension other than social
sectirity on 1969 job 2
Covered _ e e e - - ——— - 37 37
Not covered __ - - - e . 27 28

=1
ww

59 57 50 4 73 73 5219
46 49 42 6 56 54 %5

Beta'= (08 Ela*= 012

Belad= 039 Ela*= 038

Occupstional group {n 1969
Professionals, . . . 27 26 10 2 50 50 04 59 54 110
Farmers ... — . - 40 35 3 25 44 3 0 15 2
Managers. . - - e 22 24 12 5 45 47 139 61 62 14 8
Clerical workers _. e e e 31 a1 87 58 57 81 [ ) 87 67
Bales workers. ... . e - 25 28 38 31 36 51 40 45 i6
Craftsmen.___ e ee - - 38 37 28 4 59 55 237 71 68 24 4
Operatives. . . .- - 40 39 211 59 59 21 6 72 71 18 4
Bervice workers - - AN 33 46 52 55 1t 2 63 66 160
Laborers . . . 32 33 96 51 53 87 60 72 'R}

Beta’= 013 Ela’= 017 Beta'= (013 Eto'= 023 Beta*= 024 FElgt= (27

1969 attitude toward retirement 1
Strongly agrees retirement pleasant.. . 48 47 64 1] 18 B 72 71 14 2
Agrees retirement pleasant. - - 33 33 84 54 5 0 ] 68 53 6
Disagrees retirement pleasant .. . .. 25 25 45 15 24 8 85 56 20

Beta’= 025 Ete'== 028

Beto*= (013 Ela*= 017 Beta’= 016 FEte= 020

Bee footnotes at end of fable

N

workers can draw social security benefits with
httle change 1n work pattern The earnings rate
actually explamed relatively little

Martal status and home tenure were both
thought to be related to retirement to the ex-
‘tent that obligations to a wife or to pay rent
or a house mortgage might provide 1mpetus to
work Marital status proved to be of neglhgible
importance for each age group Home tenure also
ranked relatively low as an explanatory factor
It 1s perhaps noteworthy, however, that men with
mortgage-free homes were the most hkely 1n each
age group (when classified by home tenure) not
to be working n 1973

Still to be explored 1s whether the factors
associated with the shift from work to nonwork
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for women without spouses are like those for men
that had wage and salary jobs The simlanty
i the work/retirement behavior of such women
(af they worked in 1969) and that of men (who
worked 1n 1969) was so strong that 1t seems lhikely
that the associated factors are similar The re-
tirement patterns of the self-employed (mainly
men) also need study.

Many variables 1n the RHS data other than
the eight used in the regression presented in table
9 may have an 1mportant association with retire-
ment age The eight variables used 1n the regres-
sion might, however, have more explanatory
power 1f the dependent variable took into ae-
count partial retirement instead of combiming
those continuing with their regular jobs with

SOCIAL SECURITY



TaeLE 9 —Percent of men not working 1n 1973 at ages 62-67 who had wage and salary Jobs1n 1968, by 8 characteriatics, with

adjustment for interaction, and by age—Continued

Age in1973
62-83 4465 B6-67
Characteristies, ranked by Beta?
for men aged 66-67
Not working in 1973 Not working in 1973 Not working in 1973
Pem‘ent Peretent Parefent
o L] [
Unadjusted| Adjusted cases  |Unadjusted| Adjusted cases  |Unadjustad]| Adjusted cases
percent perecent 1 percent percent 1 percent percent 1
1968 home tenure *
Does not own nonfarm homa. - 20 a1 225 54 55 106 80 81 248
Owns nonfarm home mortgage free 39 37 35 9 57 57 42 2 71 69 431
Owns nonfarm hgme with mortgage 30 31 34 2 49 49 805 81 81 250
Lives on farm or Jodges ... - 31 31 73 46 47 758 56 57 71
Betn’= 004 FEla¥= 010 Betal= 006 Eta>= 007 Betot= 009 Etg'= 015
Race
White _ PR - 34 33 B8 5 54 53 901 65 65 20
Black - . - . - - - 28 28 108 51 52 93 63 52 T4
Cther_ - . 42 46 7 33 13 [} 7l 73 6
Beta'= 002 Ete= 002 Betot= 003 Ete'= (01 Beta'= 006 Etgb= 005
Rate of 1969 earnings ?
$1-1 680 - - — . - 40 41 21 48 50 28 52 43 40
1,681-2,880 - . - - a0 33 3o 39 a7 27 59 a5 38
2,881-4,000 . - - - 33 32 75 43 43 79 a1 a8 85
4 (01-6 000 - .. - - 30 30 218 &2 &1 219 61 02 29
6 001-10 000 - - . 35 a3 441 58 56 431 70 [:53 40 9
10,001-15, 000 P - - 85 37 12 87 80 130 46 8 118
15,001 or more _ - - - 25 35 55 38 46 57 54 56 60
Betg= 003 Etod= 005 Beta= 012 Etla'= 017 Betat= 003 Eta’= 014
Marital status in 1969
Married, spouse present . .. - - 33 32 900 53 52 87 4 85 65 88 6
Widowed - - . 48 48 26 [t} 61 48 88 58 49
Nover married _ - - 40 41 as 53 85 348 58 59 24
ther - . - 33 4 39 58 58 42 87 87 413
Beta'= 005 Elaize 003 Brigi= (02 Etg¥= 002 Bete'= M1 Eig*= 003

L Adjusted In each case for the effects of the other seven characteristics
2 The small number of cases not reporting on this characteristic were
included in the analyses but not shown

retirees working part tune or occasionally Work
with a trichotomous dependent varable should
provide further insights

When the question was asked m 1973, “At this
time, do you consider yourself partly retired,
completely retired, or not retired at all?” almost
one-fifth of the men responded that they were
partly retired * In addition, a substantial frac-
tion of those who were working i the survey
week reported receiving 1n 1972 a social security
benefit or some other pension ** Those worlang at

* Kathleen Bond, The First Four Years of the Long:-
tudwnal Retirement Hstory Study A Preview, Office of
Research and Statistics (in preparation) The proportion
cited is based on men who in 1969 reported themselves as
partly retired or not retired at all

™ Alan Fox, Work Status and Income Change, 1968-72
An Overview from the Retwement History Study, Office
of Research and Statistics (in preparation)
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Source Retitement History Study, Office of Research and Statistics,
Boclal Becurity Administration

different jobs 1n 1973 than 1n 1971 were likely to
have seen themselves as partly retired The non-
workers who had worked recently and were still
locking for work may also have geen themselves
as partly retired Most of the latter group did
receive a soclal security benefit by 1973

The 1nteraction of second-pension coverage and
work limatations 1n their mmpact on retirement
age 1s an 1ssue of major policy importance. The
Quinn study** had found that among married
white men already retired at ages 58-63 1n 1969
the influence of ehigibility for social security bene-
fits fell mostly on those with health himitations
The author found the influence of eligibility for
other retirement benefits similar but on a smaller
scale

¥ Joseph F Quinn, op o, page 157
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CHART 2 —~Percent of men with wage and salary jobs in 1989 not working in 1973, by second-pension coverage' on 1969

job and heelth-related work Hmitations
Aged 62-63in 1973

Aged 66-67 in 1973

With healih-related work himitation
(reported by respondent)

No pension coverage [15%—] 47%3
Nonein 1969 or1973
Pension coverage ;
EA2% 57%3
2% In1969
E42% 6%
Fa2% In 1973 but not in 1969 1

1Those classifled an covered Include a few with government employee penslon coverage but no social security coverage

Cross-tabulation of longitndinal RHS data
shows that departure from the labor force by
1973 by men in wage and salary jobs in 1969
appears to have been influenced somewhat more
by second-pension coverage for those who did
not evaluate themselves as having a work hmita-
tion than for those who did (chart 2 and table
10} The difference in findings probably derives
from the 4-year difference 1n age The results of

TasLe 10 —Interrelationship of second-pension coverage !
and health-related work Limmtation on hkehhood that men
with wage and salary Jobs 1in 1969 did not work 1n 1973 at
ages 6267, by age

Percent not working fn 1973

Apged 62-63, | Aged 64-65, | Aged 66-67,
Health related work limitation with with with

pension pension pension
reported by respondent coverage, | coverage, | Coverage,
1969 Job 1069 job 1969 job

No | Yes | No | Yes | No | Yes

None reported in 1969 or 1473 15 27 32 51 47 67
Limitatlen reported in—

1069 _ « e e aa e 42 52 i3] 69 57 72
1969 and 1673 - - - - 52 54 i} 74 67 83
1969, not 1973 . . . . (O] 481 M 581 (M O]

1973, not 1960 . . . - e - 42 61 a3 72 68 86

? Includes o fow with government employee pension coverage on 1989 job
but not social Security coverage

3 Not phown for fewer than 50 sample cases

Bource Retirement History Study, Office of Research and Statistics,
Bocial Becurity Administration

the longitudinal analysis undoubtedly reflect the
fact that serious work lmmtation leaves little
scope for choice Favorable retirement income
prospects, on the other hand, can be very influen-
tial 1n the retirement decision of employees with-
out work limitations Of the youngest group of
men 1n the RIS, 27 percent with second-pension
coverage 1n their 1969 job but only 15 percent of
those without such coverage were not working in
1973 For the oldest group, provisions for manda-
tory retirement at age 65, often a feature of
private pension plans, may be the overriding
factor

CONCLUSION

Recent studres all show that retirement, par-
ticularly before age 65, 15 becoming more accept-
able, although some workers forgo social security
benefits and work long beyond that age The same
studies show that many workers and would-be
workers have health problems that limit or pre-
clude continued employment and are in urgent
need of early retirement benefits For many, re-
duced early retirement benefits are the only
significant source of retirement inecome Such
findings lend support to recommendations that
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disability benefits be made more accessible to
older workers of preretirement age The last two
Advisory Councils on Social Security have made
such recommendations

The 1971 Couneil recommended that workers
aged 55 or older quahfy for full disabihty bene-
fits 1f they meet an occupational test of dis-
ability (which 1s less strict than that applied to
vounger workers) The 1975 Counecil also recom-
mended that special disability benefits become
available at age 55, but, feeling greater pressure
to control costs, they suggested a 20-percent re-
duction below the full benefit

Some older workers without major disabling
conditions are led to claim social security bene-
fits by a desire to enjoy leisure with a comfor-
table combination of those benefits and a second
pension—and, 1n fewer cases, private asset income
A surprisingly large proportion of those in then
sixties and early seventies live on a eombination
of modest current earnings and social security
benefits Relatively few individuals with two pen-
sions are 1n the labor force

Higher retirement rates and more early retire-
ments have accompanied the maturmng of the so-
clal security program and concurrent expansion
and hberalization of private plans It 1s difficult
to say how the private penston system would have
developed 1n the absence of the social security
program—or with a different system—but there
18 no doubt that private pension provisions have
been greatly mnfluenced by changes 1n social secur-
ity provisions In any case, an increasing number
of plans permit pensions before age 65 with long
service, sometimes but not always reduced A
few (such as the automobile workers’ plan) offer
a bonus to early retirees The great majority re-
quire retirement at age 65, but the social secunity
program does not Under the pension reform
legislation of 1974, workers with private-pension
coverage should in the future be better protected
agamst pension loss than in the past It 1s pos-
sible, however, that relatively fewer workers will
be covered, as some firms have already terminated
therr plans®® and the inducement to start new
plans 1s diminished by regulation (Whether or
not plan terminattons lead to higher cash wages,

® Pension Benefit Guaranty Corporation, Annual Re-
port to the President end Congress, June 30, 1975
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lower prices, or more personal savings remarns to
be seen )

When retirement benefits are available, a worker
naturally looks more favorably on retirement than
he otherwise would Likewise, an employer feels
less constrained to keep on his payroll a worker
who would hike to work but 15 eligible for bene-
fits, particularly when unemployment 1s high or
when there 1s a pension plan and he regards ad-
vancement for younger workers as urgent

Much more analys:s 15 needed to throw light on
changes 1n the likelihood of complete or partial
retirement at different ages 1f the retirement test
were modified to reduce its work disincentive
effect, as proposed 1n the 1975 report of the Ad-
visory Council on Socital Security, or if there
were new inducements for delayed retirement
Larger bonuses for those who do not ¢laim so-
cial security benefits for some years after age 65
or forgiveness of the payroll tax 15 hkely to be
of most help to those who wounld work 1n any case
Elimination of the monthly test would be likely
to reduce program costs somewhat by ecutting
down annual benefits for workers with seasonal
jobs that pay relatively well Changes in the
benefit-withholding rate obviously would in-
crease the income of some workers—whether more
for those who are relatively well-paid or for those
whose part-time work serves as a kind of second
pension needs further exploration

The United States has n the past learned much
from the social security experience of European
countries, and much may be learned from recent
mnovations abroad The reaction to the provision
for a flexible retirement test for Norwegians aged
67-69 that accompanied reduction of the pension-
able age from 70 to 67 will be watched closely
Attention will also be paid to the experience with
the flexible formula that gives a 'West German
worker the option of drawing a pension between
ages 63 and 67 (Both of these provisions were
effective January 1973 ) It will be 1lluminating to
see how French workers react to the early-retire-
ment provisions that go into effect gradually
beginning July 1976 The reaction to the greater
flexibility that Sweden 1s introducing July 1976
to provide partial pensions and to their more
Iiberal definition of disability at older ages may
also suggest possible modifications 1 the social
security program of the United States
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