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'Incbme Chénges At and'After
Social Security Benefit Receipt:

Ev1dence From the Retirement History Study

by Alan Fox*

This article details the changes in total income and the
composition of its sources that occur upon initial receipt of So-
cial Security benefits, and in the first 4 years thereafter. The
study shows that, for many persons, ‘‘retirement’’ is a gradual
process rather than an immediate cessation of all paid work.
About half the persons entering the rolls continue at least some
paid employment after benefit receipt. Even more do so if pre-
vious earnings were low or if they have no pension to supple--
ment their benefits. In real terms, the average couple initially
loses about one-third of its previous income, while nonmarried
women, with less to begin with, lose somewhat less. In the time
period studied, inflation was high in historical terms: the
Consumer Price Index rose by approximately one-third in the
4-year period following benefit receipt. During that time, the
real income of beneficiaries declined by about 10 percent from
the levels immediately after benefit receipt. Fewer beneficiaries
continued to work 4 years later, so earnings played a smaller
role in total income. The real value of private pensions declined
by about 20 percent in the 4-year period, but because most per-
sons with such pensions had other, better-protected sources of

income, their total income declined by less than 10 percent.

This article shows how income amounts and the
sources of income change after receipt of Social Security

retired-worker benefits. It also traces income sources -

and amounts during the first few years of benefit re-
ceipt. It is based on a sample of persons who entered the
benefit rolls between the late 1960°s and mid-1970’s.!
The time period of this study was characterized by
rapid rates of inflation compared with the earlier post-
war norm. Of special interest, therefore, is how well
various income sources kept up with inflation during a
period when, for most retirees, the composition of in-
come sources and the amount of income based on a
lifetime of work are unalterable. It will be seen that cer-
tain sources held up well against the onslaught of infla-

* Division of Retirement and Survivors Studies, Office of Retire-
ment and Survivors Insurance, Social Security Administration.

! The term “‘retirement”’ is not used here, as the recipient of Social
Security benefits may at the same time receive some earned income.
To avoid confusion, the term “‘benefit receipt” is used throughout
this article. Benefit receipt alone may be thought of as *‘full’® retire-
ment, Benefit receipt in the presence of earnings may be thought of as
“‘partial’’ retirement.

tion (Social Security benefits and, to a lesser extent,
asset income), while others did less well (private pen-
sions, for example). Earned income is the one source
that is controllable by a substantial number of retirees—
those healthy enough to seek work and with marketable
skills—and may be used to offset the inroads of infla-
tion. It will be shown that a considerable number of -
beneficiaries work, at least part time, after they begin to
receive Social Security benefits. This pattern is especial-
ly common among those whose only pension is from So-
cial Security and whose total income is by and large not
very high. Although part-time work is relatively com-
mon, however, many persons stay in the labor force on-
ly for a few years after first receiving benefits.

This article increases in several ways our knowledge
of income change among the elderly. It expands our al-
ready considerable knowledge of the income of all the
elderly, seen at a point in time (Grad, 1984).2 It ampli-

2 For an identification of references in the text, see the bibliography
at the end of this article.
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fies previous information on changes in private pension
amounts after retirement (Thompson, 1978). It demon-
strates the complexity of retirement: For many, it is a
process of change, not a discrete event marking an
abrupt transition from full-time work to complete
leisure.

Finally, this article expands available knowledge
about the adequacy of income at retirement, relative to
preretirement income. Previous research has concen-
trated on the earnings replacement rate, which is the
ratio of retirement benefits (Social Security and, if
available, other pensions) to previous earnings (Fox,
1982). By including all other sources of income, notably
asset income before Social Security benefit receipt and
asset and earned income afterward, a total income ratio
is obtained that presents a more comprehensive picture
of changes in income available at that time. It will be
seen that, when all sources are considered, the drop in
income at benefit receipt is not quite as great as implied
by replacement rates. This is mainly due to temporary
income sources such as earnings.

The article is organized as follows. First, it describes
the data set and methodology. The next section de-
scribes total income levels before benefit receipt,

changes in the total at benefit receipt, and income

composition before and at that point. Then the article
describes changes from benefit receipt to 4 years later.
Finally, the results are summarized.

Data and Methodology

Data for this analysis were derived from the Retire-
ment History Study (RHS), a 10-year longitudinal study
of a sample of married men and nonmarried persons
aged 58-63 at its inception in 1969. By 1979, the last
year of the survey, the sample was aged 68-73, and most
were receiving Social Security benefits. (See Irelan et al.
for a general description of the RHS, and Schwab and
Irelan for an overview of findings.)

The reference point here is defined as the initial re-
ceipt of Social Security retired-worker (old-age) ben-
efits.> Receipt of such benefits tends to be a major
watershed in the lives of most persons. Due to the
earnings test, benefits cannot be paid in the presence of
substantial earned income. For most beneficiaries,
therefore, benefit receipt is accompanied by complete
work cessation (‘*full retirement’’) or a major reduction
in earnings (‘‘partial retirement’’). To avoid confusion
between full and partial retirement, the term “‘benefit
receipt’’ is used throughout this article.

The year of first benefit receipt and the type of bene-

3 Persons receiving disabled-worker benefits are excluded, and
those who apply only for Medicare benefits are included only after
they reduce their earnings sufficiently to receive cash benefits. Persons
with cash benefits may have them suspended later on because of in-
creased earnings; they are not excluded from this article,

. combmmg those with 4-year and 2-year income spans, the decrease in,

fit were derived from internal Social Security Ad- .
ministration benefit records for each sample person
(and spouse, if present). For those receiving retired- |
worker benefits, reported income sources and amounts |
were taken from survey waves just before and just after
the first year of benefit receipt.# Only persons receiving ,
benefits between 1969 and 1977 could be analyzed, since ‘
income before 1968 or after 1978 was outside the sur-
vey’s range. For the subset of persons first receiving
benefits between 1968 and 1973, income just after bene-
fit receipt could be compared with income 4 years later
to give some indication of what happens during the first
few years on the benefit rolls.

For married beneficiaries, pre-benefit income was
taken from the survey year before the first spouse
claimed benefits, and post-benefit income came from
the first survey year after the second spouse began re-
ceiving benefits. In general, the husband, being older,

‘was the first to receive benefits; only 1 husband in 5 re-

ceived benefits after his wife, as the following tabula-
tion shows.

Totalnumber !, ............ seeesssensasnnas 2,470
Total PErcent .. vvvvvvvneennsncsosnecnssnses 100
Wife’s first benefit received—
After husband’s: !
S YeArS OrMOIC. . v vvennoccscsansossnsonsssonns 6
34 YearS s ivveiverrtrcnsntcrrasorassrrrronas 12
2YCAIS v vevevsssocnanasssancasssrocrssasnsns 10
3 1
Same year as husband S ceosanssensesisertacnerena 42
Before husband’s:
L 6
5 1 4
J-dyears ... ..iiiiiiiiiiitittieraseenaoons s,
S YCATSOrMOre. . vvvvvvncesnnssrosesssnonaons 5

1 Husband receiving retired-worker beneﬁt, wife receiving retired-worker or
spouse benefit.
Source: Technical Note to Fox, 1982 uble VIIIL.

In more than half the couples the wife started receiv-
ing her benefits within a year of her husband; the period
with only one spouse receiving benefits rarely exceeded
2 years. For simplicity, and because it would consist of a
mixture of ‘‘retirement’’ and ‘‘working’’ sources, this
article does not analyze income received during this in-
terim period.

Several types of statistics are used here. The first is a
measure of income change, the ratio of income at a

4 The RHS sample was interviewed at 2-year intervals, and income
data were obtained for the calendar year before each interview. For
those first receiving benefits in an odd-numbered year, income in the
preceding year was compared with income in the subsequent year, a2-
year span. For even-year beneficiaries, the span was 4 years. Some ex-
amples: For 1971 beneficiaries, income in 1970 (from the 1971 survey
wave) was compared with 1972 income (1973 survey). For 1972 benefi-
ciaries, 1970 income was compared with that for 1974. Income tends'
to continue dropping after benefit receipt, chneﬂy because of a de-
crease in the number of beneficiaries with earnings. Therefore, |by

|,x

é |

income ‘‘at’’ benefit receipt is slightly overstated. ‘
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point in time to income at a previous time (for example,
income immediately after benefit;receipt divided by in-
come before then). These ratios are expr'essed in per-
oentage terms—that is, 100 (percent) is equivalent to
1.00 (ratlo) Because of reporting errors inevitable in
any survey, a ratio within 10 points of 100 implies essen-
tially no change; accordingly, the range 90-110 is
labeled “no change” in the summary tables. Most
income ratio distributions are in three parts: a detailed
distribution, a summary (drop/constant/rise), and
finally the first quartile, the median, and the third
quartile. The second type of statistic is the percentage
receiving each source; because of multiple sources, these
figures can add to more than 100. The third type is the
average amount per recipient of each source. Finally,
shares of aggregate income represent the total amount
of each source received by all persons in a group as a
fraction of the aggregate total income of all persons in
that group. This type of statistic reflects both the per-
centage having each source of income and the average
amount per recipient. Thus, a source that is rarely re-
ported, but in large amounts when it is, represents a
small share of the aggregate but a high average amount
per recipient.

All income amounts are expressed in December 1982
dollars, reflecting the most recent Consumer Price In-
dex available at the time the data were manipulated. Be-
-cause of this adjustment, income ratios show how in-
come kept up with inflation: a ratio over 100 indicates a
rise in real income. In fact, a ratio slightly under 100 can
still represent parity in terms of disposable income,
since Social Security benefits, a major source of retire-
ment income, are for most persons completely tax-free.’

In various parts of this article results are classified by
whether a pension was kéclelved in addition to Social Se-
curity. Although by no means umversally true, persons
receiving such pensmns generally have worked in
higher-paying and steadler jobs than those without
them, and represent a clearly separate analysis group.
Most analysis is categorlzed by sex and marital sta-
tus: married couples (mamed men and their wives only;
married women were not sampled separately by the
RHS), nonmarried men, and nonmarried women. Of
the three groups, nonmarried men are by far the
smallest in number, and are not emphasized in the text.

This article emphasizes income changes among a
specific group claiming benefits about a decade ago.
Some absolute income levels are shown as well but, be-
cause of sampling and methodological differences, these
levels cannot easily be compared with other income data
for the entire population, such as those obtained in the
Current Population Survey.

5 Under the 1983 Amendments to the Social Security Act, Social Se-
curity benefits received in conjunction with high amounts of other in-
- come are taxable. This change affects only the highest-income retirees,
and does not greatly alter any conclusions arrived at in this article. |,

' Income Change at Benefit Receipt

* This section examines income soon after first receipt
of Social Security 'benefits. It also shows how the
amount and composition of this income relate to the
period just before benefit receipt. As explained in the
previous section, income in the first survey year after re-
ceipt of cash Social Security benefits is compared with
income in the last survey year before benefit receipt. For
married men, the couple’s total income in the first year
after the second spouse (usually the wife) began receiv-
ing benefits is compared with income before the first
spouse (usually the husband) began receiving benefits.

Income levels before benefit receipt and changes that
occur at that point are shown in table 1. As expected,
married couples had the highest previous incomes: the
median was $23,800, compared with $14,600 for non-
married men and $11,300 for nonmarried women. On
the other hand, married couples lost the most income at
benefit receipt: their ratio of median income at benefit
receipt to median income before then was 65, compared
with 69 and 76 for nonmarried men and nonmarried
women, respectively. Stated differently, couples and
nonmarried men lost about one-third of their previous
income upon benefit receipt, while nonmarried women,
with much less income to begin with, lost only one-
fourth,

Persons with pensions other than Social Security had
considerably higher income levels just before benefit re-
ceipt than did those without such pensions: the median
amounts were one-third higher for married couples, and

. two-thirds and 85 percent higher, respectively, for the

relatively few nonmarried men and women with pen-

. sions. For married couples, the median income ratio

was similar whether or not they were receiving a second
pension—64 and 69, respectively. However, the dis-
tribution of ratios was somewhat different for married
couples with and without second pensions: almost one-
fourth of the nonrecipients of pensions experienced a
rise in real income (a ratio over 110, adjusted for
changes in the Consumer Price Index), compared with
less than one-tenth of the pensioners. By contrast, non-
married men and nonmarried women with second
pensions had a more severe income drop at retirement
than did those without pensions: the respective median
income ratios were 63 and 75 for nonmarried men, and
69 and 81 for nonmamed women. This disparity reflects
the very iow' previous incomes of nonmarried persons
without pensions.

The composition of income changed radically at
benefit receipt, as shown in table 2. Before benefit re-
ceipt, virtually everyone had earned income, as ex-
pected. Almost half had earned income afterwards as
well, but many persons moved to part-time work, and as
a result average earnings dropped to one-third or less of
their previous levels. The share of aggregate income ac-
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Table 1.—Pre-benefit total income and income ratios at benefit receipt, by receipt of pension other than Social Secu-

rity, sex, and marital status !

Couples Nonmarried men Nonmarried women
Income level With Without With Without With Without
and ratio ‘Total pension | pension Total pension | pension Total pension | pension
Pre-benefit total income: 2 -
Totalnumber.........e00u0e teesessans ceee]| 2,526 931 1,595 342 11 231 814 276 538
Total percent . coovvenen. eerssesaeee ceeven 100 100 100 100 100 100 100 100 100
Lessthan$5,000 ......co0vivevennnns 4 1 s 16 6 20 18 4 25
$5,000-89,999 . .o viieiininnn eareerenas 6 2 9 17 7 22 26 15 31
$10,000-814,999 . ....iviiiinriinnannn 11 6 14 18 14 21 23 22 23
$15,000-319,999 .. ...ttt . 16 13 18 19’ 26 .16 16 24 12 -
$20,000-8$24,999 ........... . R 16 19 14 14 19 12 8 14 5
$25,000-329,999 . ..ttt ieriraneriocieranannanan 14 16 12 7 12 4 3 7 2
$30,000-339,999 .. ...ihiiiiennnnn. cesesesasaas 16 21 14 7 13 4 4 9 2
$40,000-549,999 ... ovtiiiiiiietitcienareenanae 8 | 10 6 1 2 1 2 2 1
$50,000 or more. . ... Cereeseeaans 10 13 8 2 4 2 1 2 0
Firstquartile . .. ..ovevvivnnenennnean [ $16,190 | $21,050 | $13,650 $8,220 | $14,630 36,210 $6,340 | $11,500 $5,010
Median income ...... heseseeniae tereeanaaen ..] 23,840 27,920 21,160 14,620 19,570 11,740 11,330 16,620 8,920
Thirdquartile .....00cvveenn. teereresasressee] 34,260 38,720 30,650 21,460 26,060 18,080 17,180 23,190 13,980
Total income ratio: 3 .
Total number...... feeereeerassaaaas ceesed]| 1,676 900 776 253 108 145 754 274 480
Total percent 100 100 100 100 100 100 100 100 100
0.1-199.....c000un . 3 2 4 2 1 3 2 2 3
20.0-399.......... 11 9 14 13 12 14 9 5 11
40.0-59.9....... 29 32 25 24 32 17 25 32 21
60.0-79.9. .. coiiiiiannn. 26 32 18 22 23 21 17 22 14
80.0-999...c00000unn. Ceasarrenans ceeraeeanee 14 15 12 8 10 7 16 18 15
100.0-124.9....... bensseseeretscanrsasanan 7 5 9 11 6 14 14 10 16
125.0-1499......000vunnee 4 2 ki 8 6 9 7 5 8
150.00rmore ....covevennnnn. tereserenann 71, 3 11 12 9 14 10 6 12
Drop: Ratiolessthan90......... 76 83 67 65 74 s9 | 61 72 54
Constant: Ratio90-110 .....covvieiverenennnes . 9 9 9 11 7 13 15 .11 18
Rise: Ratiomorethan110..... eesesrense reseans 15 8 24 24 18 28 24 |. 17 28
Firstquartile . ........ eesenas 49 51 46 49 50 47 53 54 51
Medianratio ..........coiiiiiiiiiiiniarsennes 6s 64 69 69 63 75 76 69 81
Third quartile ....... Cesrrasaen 89 80 107 109 92 119 . 108 94 116

! Limited to those first receiving retired-worker benefits in 1969-77.

2 In December 1982 dollars.

3 Ratio of post-benefit to pre-benefit total income in nearest survey year, in
constant dollars. For married men, couple’s total income in nearest year before
counted for by earnings dropped from more than 80
percent to around 20 percent.$

By contrast, receipt of pension income of all sorts was
rare before Social Security benefit receipt, but repre-
sented 60 percent of aggregate income immediately af-
terward. While the average amount of the non-Social
Security pension was about the same as the average So-
cial Security benefit for those who had both, only about
half the couples or nonmarried persons had such pen-
sions. Thus, about 20 percent of aggregate income came
from pensions other than Social Security, compared
with 40 percent from Social Security benefits.

Fewer nonmarried persons received pensions other
than Social Security, but that source’s share of income
was virtually the same as for married couples. About 20
percent of aggregate income came from non-Social Se-
curity pensions, compared with 40 percent from Social
Security benefits.

6 The extent of continued work after retirement is perhaps over-
stated because only persons remaining in the survey through 1979 are
included in the sample. Those dropping out (by death, institutionali-
zation, or refusal to participate) before 1979 were presumably less

* healthy and therefore less likely to continue working after benefit re-
ceipt. N

first spouse received benefit is compared with total income in nearest year after
second spouse claimed benefit. Not computed if total income, following longi-
tudinal edit, is not available for both years.

A majority of persons had some asset income both
before and after benefit receipt.. The average amount
rose at benefit receipt after adjusting for inflation,
though more for married couples than for nonmarried
persons. This rise, in conjunction with declines in other
income sources, considerably pushed up asset income’s
share of the aggregate, especially for married couples
(from 9 percent to 20 percent). The increases in inci-
dence and amount of asset income were smaller for the
nonmarried, so assets’ share of the total rose less
dramatically for members of that group.

Change by Pension Receipt

An examination of pension receipt in table 2 reveals
some interesting contrasts in income amounts and
composition after benefit receipt. About twice the
proportion of beneficiaries without pensions other than
Social Security continued to work: 57 percent com-
pared with 26 percent among married men, for example.
Furthermore, those without pensions who did work
earned more than workers with pensions, both abso-
lutely and relative to their earnings before benefit re-
ceipt. In absolute terms, married men without pensions

6 Social Security Bulletin, September 1984/Vol. 47, No. 9



-Table 2.—Composition of total income before and immediately after initial benefit receipt by receipt of pension oth-
rer than Social Security, sex, and marital status: Percent receiving selected sources, average amount per reclplent and

shares of aggregate income!

Vo

Total With other pension Without other pension
Before - At Before At Before At
. benefit benefit + benefit benefit benefit benefit
Item receipt receipt receipt | receipt receipt receipt
Married couples
Percent receiving source: ' ‘ .

Totalnumber .. ...ovevrvnnarnnannnee ieeesaas teevesssessasss | 2,526 1,987 931 1,051 1,595 936

‘Barnings ........ setseserensancnnens 97 48 98 34 97 t63
ReESPONAENt oo vvevervneresenssasrsoncnasessssssesssnevesssenss 96 4] 9% 26 95 57
SPOUSE .t ivsversonnssenssanasascsnes cereen 39 16 ‘38 13 40 19

Pensionincome, total .. vvvuvtintierenrirenisrerarsretrsonsnonn 15 97 21 100 12 94
Social Security .. .ccviiiiiiiirienerinns s 96 s 97 5 94
Other pensions. ..covveesuevenrenorsseosctsssoccacascssnes 11 53 19 100 7 0

67 by 74 79 62 64

eesicersnsersenas 1 3 0 1 1 s

Otherincome 2 ... . uuiiereneeruosserssorssosorsonsscssassanans 10 7 9 6 10 8
Average amount per recipient: 3 )

TOtal INCOME .. ovvievvvicrsnnsossnssscsssvcosnsassascssssess | 328,280 $18,140 $32,780 $21,000 $25,650 $14,920
E&IMINGS 0 vvveeurenerecrssorernssosnesasasssssassssnssassansons 24,810 6,810 28,910 5,700 22,400 7,480
CRespondent . ... i iiiiiiieiiiiiretrietactttasicsnsrnsnassenen 21,070 5,880 24,920 4,700 18,790 . 6,490

SPOUSE . e s vevvtrosrtnanssosassoncncsnsenasssnsasssssnossnnses 10,150 5,380 11,210 5,410 9,570 5,350
Pensionincome, total ......cvvenvirrecciarannans PP 8,190 11,280 8,450 15,270 7,920 6,520
Social Security . covenieevrrencensen 3,430 1,420 3,700 8,210 3,290 6,500
Other pensions. . ...... ‘e 9,350 7,240 8,680 7,240 10,380
ASSCLINCOME .t v vnuererrnrrsssesosnaseasonsassssassansans . 3,910 4,920 3,440 4,460 4,230 5,570
PUbliCWeElfare ..o o vverveensoroasssonnnncncsoacssnsanssasancanes @ 2,170 @ (O] “) 2,230
OtherInCOMe 2 ... .uuutvurenresoecsonssassessoscsssnnsonsansanas 2,510 4,120 1,730 3,360 2,910 4,840
Shares of aggregate income:

Total Percent . ..o veveevrersacesascaserarsssoscsooncnsnansans 100 100 100 100 100 100

Barnings ....covcvenencnnens 8s © 18 86 9 85 32
Respondent 71 13 73 6 70 25
SPOUSE .. overireennensoass 14 5 13 3 15 7

Pensionincome, total ....... 4 60 6 73 4 41
Social Security .. ..000venne . ' 1 39 1 38 1 41
Other pensions....... 4 21 5 34 3 0

ASSELINCOME . o vt vaveansosnosecsananonnsosnersassssnsasnosssnse 9 20 8 17 10 24

Publicwelfare . oovvevvivnenersnnsecrsncenseeens 0 0 0 0 \ 0 1

Otherincome 2 .. .vvvvvienronrooranssones | 2 1 1 1 2

Nonmarried men

Percent receiving source:

Totalnumber . ....covviirrierrecsosserssacssansssnsnsnes
Earnings ....cc0000e
Pension income, total . .......

SOCHAl SECUNItY . v o venverrreonrsuossrsrsassassnosssansssassnnens
Other PENSIONS o v oo ivrveorvesesanccrsspaccasnocsssnsnsssionnss
Assetincome . .... e eeeerantieteneettetecttoiatracetennany
Publicwelfare .........cc0vevvnnn. P erenead
Otherincome 2 ... .ovveenennnrnnannnn veeeae

' Average amount per recipient: 3
TOtaliNCOME v 4vvvvvarrvenssosneronesonasnorasansanes e
Pensionincome, total ... vueeuiecurrastrecarseosrsssassnssonsnaoes

Social Security ..... eessetesesssesenssantosanns eessesisansnens
Otherpensions. .. .ovveeevntenevecasasacns [
Assetincome ....... sereens Nesenssesereanosesesssasersssseasasnas

PublicWelfare ..o oovnvenenensensnnerssesosacoasasossnasnssanenss
OtherincomMeE 2 .. vuuivrnsiorosasnsssercasersocsvascsssasoanasos

‘Shares of aggregate income:
Totalpercent ......c00000

" Pension income, total . . .
SOCIal SECUTItY o v oo vvirevenestsessoasressetosansasscscanssnons

Other pensions . . ..couveeereerscesscssrasncssascnsans
ASSELINCOME . .. iviiennreuronnosacsncsaransossoscssssssonnsanns .
PuUbliCWEAre . vt iiiiiirtennosasrcasconscrnersoreresssronss
Otherincome 2 .. ....

Sec footnotes at end of table.

342

$16,760

16,370
5,530
“
6,170

@
2,110

285

4] .

98

42
50

10

$10,790"

5,120
7,020
4,370
6,450
2,910
“@

2,700

100

63
38
]
13

111
87
22

2t

$22,020

21,470
@
@

“w .

2,460
@
“)

100

—OQ/Q—-\I

120
19
100
92
100

$14,500
3,910
11,460
5,420
6,450
3,230
(O]
(&

100

79
K}

14

1

»

.

231

91 .

9
4
5
43
L)
12

$14,230
14,010
@
@
)
,740
@
2,310

ROV 3

'

165
58

39

13 -

'$8,100
+5,410

3,640

3,640
2,530
@
@

. 100

38

43
43

12
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Table 2.—Composition of total income before and immediately after initial benefit receipt, by receipt of pension oth-
er than Social Security, sex, and marital status: Percent receiving selected sources, average amount per recipient, and

shares of aggregate income ! —Continued

Total With other pension Without other pension
Before At . Before At Before At
benefit benefit benefit benefit benefit benefit
Item receipt receipt receipt receipt receipt receipt
Nonmarried women
Percent receiving source:

Totalnumber........... ersseses seresasasaee ceresseine 814 856 276 309 538 547
Eamnings .......cc00vvennnn eeeennn Crereensraaes P 89 44 90 25 88 54
Pension income, total ............ [ eerereeaeanean [ 22 94 28 100 18 91

Social Security ....... Cieeitebeenesuneerennns Cheeeseeeenas 15 93 14 96 16 91
Otherpensions............ iesaaeees Cesaseseens Ceesesaeaena . 10 36 22 100 3 0
Assetincome..... eeees AN Ceeaene evseseenas Ceeeveaes e 60 62 75 78 53 53
Public welfare ........ wesveeeiaene evesease reseiseantenaranasns 2 6 0 1 3 10
Otherincome 2 ......... feeean. et reesiraeatsetiiaaneas Cerenens 10 11 8 8 1 13
Average amount per recipient: 3 )

Totalincome ....... $13,720 $9,730 $19,300 $13,680 $10,860 $7,490
Earnings ...... eeseaeseen 12,730 4,630 17,950 3,880 9,980 - 4,830
Pension income, total .... 4,100 6,300 5,250 10,550 3,190 3,670

Social Security ...... . 2,880 4,260 3,030 5,280 2,810 3,650
Other pensions........ 4,620 . 5,460 4,830 5,460 ) .e
Assetincome . ...... treeratasan et sesiesesateraasnsan 2,170 2,270 2,010 2,470 2,280 2,110
Publicwelfare .....ovviiieinnecnannns heisarenes eeavereenens @ 1,680 @ @ @ 1,670
Otherincome 2 ,............ SN Cetsisssciecsarersrene Ceeaves 1,730 2,050 @ 2,560 1,830 1,860
Shares of aggregate income:

Total percent ........ . 100 100 100 100 100 100
Earnings ......... . 82 21 84 7 81 35
Pension income, total ...., . 6 61 8 m 5 45

Social Security . ....... 3 41 2 37 4 44
Other pensions. . . 3 20 6 40 1 0
Assetincome. ..... 10 14 8 14 11 15
Public welfare ........ [ 1 0 0 1 2
Otherincome 2 . ........ Cererennes Cevreeeaanes ceeees etteereeaes 1 2 1 2 2 3

1 Limited to persons or couples first receiving retired-worker benefits in
1968-78 (for amounts before benefit receipt), and in 1968-76 (at benefit re-
ceipt). Total numbers tabulated at benefit receipt are therefore slightly lower
than before benefit receipt.

2 Includes State sickness compensation, workers’ compensation, unemploy-
ment compensation, private welfare or relief, contributions from outside the

had average post-benefit earnings of $6,500, compared
with $4,700 for married men with pensions. For non-
married women the respective earnings levels were
$4,800 and $3,900. The average worker without a sec-
ond pension earned one-third to one-half as much after
benefit receipt as before, compared with only one-fifth
"as much among pensioners who continued working.

These employment patterns greatly influenced the
final shape of the income distributions. Among married
couples, the earnings of those without pensions other
than Social Security accounted for one-third of their ag-
gregate income after benefit receipt, compared with
only one-tenth of the income of those with such pen-
siori_s. Social Security benefits accounted for only 41
percent of the aggregate income of those without pen-
sions, while for those with pensions the sum of Social
Security and these pensions accounted for 73 percent of
their aggregate income. Asset income accounted for 24
percent of the aggregate income of nonpensioners, com-
pared with 17 percent for those with pensions.

household, disability income other than Social Security, and other income.

3 Individual or couple receiving source. Total earnings reflect sum of
earnings of respondent and/or spouse. Total pensions reflect sum of Social
Security and/or other pensions, Figures in December 1982 dollars.

4 Not computed; base less than 25 sample cases.

Change by Pre-Retirement Income Level

Income ratios and composition are shown by level of
income before benefit receipt in table 3. Those with the
lowest previous income had little drop in income upon
benefit receipt, or even saw their income increase. In
part, this is due to the ability of low-income persons to
continue earning close to their previous amounts and
still collect Social Security benefits. For married couples
with low income, the median income ratio was 87
(which, after income taxes, means virtually constant
disposable income), while the average nonmarried wom-
an in this category showed a substantial increase, with a
median of 113. Those with medium or high previous in-
comes had considerably lower income ratios at benefit
receipt: the median indicated about a 40-percent drop
in gross income for these persons (somewhat less net of
taxes).

What distinguishes the low-income third of the popu-
lation from the others?

8 Social Security Bulletin, September 1984/Vol. 47, No. 9



Table 3.—Income ratios and composition at benefit receipt by level of pre-benefit income: Total income ratio, per-
cent receiving selected sources, average amount per recipient, and shares of aggregate income, by sex and marital sta-
tus! ’ )

Couples, pre-benefit Nonmarried men, pre-benefit Nonmarried women, pre-
income— income— benefit income—
Item , Low Medium | High Low Medium High Low Medium | High
Total income ratio: s i
Totalnumber........c00ue eeesens crssrvane 561 570 545 91 . 84 78 255 249 250
Total percent . ....... eeeaans N .. 100 100 100 100 © 100 100 100 100 100
Drop: Ratiolessthan90.....c00veeerornccnnnnes 52 86 90 36 75 88 28 2 84
Constant: Ratio90-110 ........... Cieenen verene 15 .1 4 16 8 6 20 16~ 10
Rise: Ratiomorethanl110....... 32 8 5 47 17 5 52 12 6
Median o oolveeiinnnnnioreenrontonseeasnconss 87 63 ss 107 61 57 113 65 59

Percent receiving source: T ‘

S EAIMINGS o ittt iatiitctiieateostersiasenns 58 42 44 50 43 28 50 41 40
Respondent ....ovvvvnne [ R, 54 35 35
SPOUSE ... iihriiiansenane rereneens 17 14 16 e

Pension income, total ..... 97 98 98 98 98 97 94 94 9
Social Security ... o0vveann P hessetens 95 9% 96 97 9% 91 93 92 95
Other pensions...... [P teveren vesnenen . 27 61 73 18 40 76 1 M 65

Assetincome.......... Cetesecresennan 55 75’ 90 33 55 72 42 63 8s

" Publicwelfare.......cvvvveinnan- 5 1 1 12 2 1 15 3 1

Otherincome 2 . ..., feveraeas ceenen feeenaas cee H 61 10 10 8 9 10 13 10

Average amount per recipient: 3 .
Totalincome . ..vevvvvenineenrnnneesnneas. |$11,590 | $16,470 | $27,050 $6,670 | $10,420 | $17,440 $6,100 38,360 $15,040

Earnings ......cciveenecenscenasass P, 5,560 7,320 8,590 4,230 5,690 6,880 3,410 5,150 5,790
Respondent ....ouvivenercaracirooannsnnasas] 5,020 6,100 7,640 .
Spouse....cvuaun.e PR 3,260 6,800 6,660

'Pension income, total ....... 6,890 11,320 | 15,820 3,650 6,630 12,210 3,740 | © 5,380 10,040
Social Security . ..o v0vnnns . 5,850 8,040 8,750 2,950 4,970 5,860 3,030 4,310 5,670
Other pensions. ........ Ceiererrentane 3,780 5,360 9,680 @ 4,140 8,680 6,320 3,010 6,540

Assetincome.......... seeeaseseesesaneasssnan 2,420 2,840 8,090 1,540 2,180 4,530 1,050 1,500 3,350

Publicwelfare ....o.vvvnveninensn Ceeaes ceenees| 2,120 @ @) “@ L@ @ 1,540 @ @

Otherineome2 . overiveierianrecrnrenanassna. 4,530 2,740 4,830 @ @) @ 2,030 1,790 2,390

Shares of aggregate income: '
Total percent «..vovvvvenenvnsneenns 10| ° 100 100 100 100 100 100 100 100

Earnings ...... Chseseeresenteasasenantterenas 28 19 14 32 23 11 28 25 15

. RESPONAENt - v vvvvveaessoonnnnasosancsoasens 23 13 10
Spouse......onenennnn ceresanen veteseaneens 5 6 4 T e

Pensionincome, total .. ..ovivneseannns reenenan 57 67 57 54 , 62 68 57 60 64
Social Security .. .vv... eeaan 48 . 31 43 46 31 46 47 36
Otherpensions. . ....o0t. Cereetenaranane ‘9 20 26 11 16 38 i1 <12 28

ASSELiNCOME . o vveevinnonernsnossnrianenarsens 12 13 | .27 8 11 19 7 11 19

Public welfare....... ieeens tevenes Ciesaciranes 1. 0 0 3 1 0 4 0 0

Otherinceome 2 ..ocvviierinrenrevecnacseenoeas] 2 1 2 4 2 2 3 .3 : 2

! Limited to those first receiving retired-worker benefits in 1969-77.” Not ment compensation, private welfare or relief, contributions from outside the

computed if total income not available at each time period. Pre-benefit income household, disability income other than Social Security, and other income.
tercile limits are: married couples, $18,730 and $29,840; nonmarried men, 3 See footnote 3, table 2.
$10,110 and $19,080; and nonmarried women, $8,230 and $15,050. 4 Not computed; base less than 25 sample cases.

2 Includes State sickness compensation, workers® compensation, unemploy-

* More work, especially among the men. About half although even fewer with low incomes had pensions
- the men with the lowest income had earnings after than among married couples.
benefit receipt, compared with one-third of those ¢ Asset income accounted for only about one-tenth
with higher incomes. Earn.ings accounted for one- of aggregate’ income, compared with up to one-
fourth of their aggregate income, compared with fourth within the highest-income group.
about one-tenth among those with higher incomes.
For women, these differences were not quite as pro- These results are highlighted in chart 1.
nounced. , '
® Far fewer had pensions other than Social Security. Change by Il‘;come Level and Pt}nann Receipt
Among married men, one-fourth of those with the As noted above, high income in the prime working
lowest incomes had pensions, compared with three- years is generally associated with receipt of a pension
fourths among the high-income group, and the other than Social Security after benefit receipt: the pro-
share of pensions in total income was one-third as portion of couples with this source of income increases
. high—8 percent, compared with 26 percent. The from 27 percent to 73 percent between the lowest and
same generally was true of the nonmarried women, highest income levels (table 3). A previous article noted
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Chart 1.—Income shares at benefit receibt, by level of
previous income

18%

m Asset income
social Security [JJJJ other income
D Other pehgior{s

) Earnings

that the receipt of second pensions tends to even-out the
level of earnings-replacement rates as income rises;
among high earners, income from pensions tends to off-
set their low Social Security replacement rates (Fox,
1982, table 8).

About one-fourth of those with high pre-benefit in-
comes had no pensions other than Social Security,
however. Their Social Security replacement rates are
very low indeed—about 25 percent (Fox, 1982, table 8).
What other income sources do they rely on in retire-
ment?

As shown in table 4, persons with the highest previous
incomes but no pensions other than Social Security in-
curred the greatest decrease in total income of any
group. However, the decrease in their total income—
about 50 percent—was far less than the 75-percent de-
crease implied by their low replacement rates (Social Se-
curity benefits divided by previous earnings). Several
factors account for this. Most importantly, the inci-
dence and amount of asset income after benefit receipt

were far higher than among the lower-income groups

without pensions: 84 percent reported asset income,
compared with about 55 percent among the two lower-
income groups. Moreover, asset income accounted for
36 percent of their aggregate income, compared with
about 13 percent among the lower-income groups. Also,
although no greater proportion continued working than

. among the lower-income groups, those who did work

earned considerably more: about $9,000, compared
with about $5,000 among the two lower-income groups.

Thus, while incurring a considerable decrease in their
total income on benefit receipt, the group with high pre-
vious income but no pension other than Social Security
was quite well-off in absolute terms. Their average total
income after benefit receipt ($20,700) was second only
to that of pensioners with the highest previous income
(823,600).

Change by Occupation of Longest Job

Income ratios and composition are shown by occupa-
tion of longest job in table 5. Generally, these figures
reflect income patterns of the individual occupations.
Persons in high-income occupations tend to show
greater income decreases at benefit receipt than those in
occupations with low incomes, and vice versa. Thus, al-
though private household workers and farmers experi-
enced little or no income drop at retirement (in fact, the
former had a substantial income increase), the re-
mainder showed decreases of around one-third.

Post-benefit work was reported by 71 percent of the
private household workers, reflecting both their ability
to continue working at low pay and simultaneously re-
ceive Social Security benefits and their need to work be-
cause of low income. In fact, for this group, composed
mostly of nonmarried women, earnings accounted for

10 Social Security Bulletin, September 1984/Vol. 47, No. 9



Table 4.—Income ratios and composition at benefit receipt by level of pre-benefit income and receipt of pension other
than Social Security: Total income ratio, percent receiving seiected sources, average amoum per recipient, and shares

of aggregate income !

With other pension Without other pension
Item Total Low Medium High Total Low Medium High
Total income ratio: .
Total number ..... ceeseanan vesesean 1,282 193 468 621 1,401 714 435 252
TOtaiPercent. . ccvevnveernnronnnass 100 100 100 i00 100 i00 100 100

Drop: Ratiolessthan90 .........ccv0evveenn 80 42 84 9% 62 44 78 85

Constant: Ratio90-110............. 9 22 8 6 12 15 11 7

Rise: Ratiomorethan 110....000ivinirereirnecnncnnsens i 37 8 4 26 40 i2 8

Median........ erresseaenane N 64 96 66 57 73 97 59 49

Percent receiving source: !

Earnings....... k)] 2 26 M 60 61 58 58
Respondent ...... Cevsasenaasas eesasennas 25 28 21 28 56 59 54 .54
SpOuse . iiiriionnn 10 8 9 10 11 11 10 13

Pensionincome, total......... teesanases ecraerenene ceuns 100 100 100 100 93 95 93 91

- Social Security .....000enn. eressannene 96 95 9 97 93 95 93 9t
Otherpensions . ...oovvverereenannes ersesasee 100 100 100 100 0 0 0 0

ASSCLINCOME .. vuvvevserrensvssensrssnessonnsscssonsnas 78 62 73 88 58 46 66 84

Publicwelfare ............... Ceertsseaniebetiastensrans 1 2 1 0 7 10 2 1

Otherincome2.......cvvuunnn.. Ceereesiteecrnararanaaen 7 5 7 8 10 8 9 14

Average amount per recipient: 3
Totalincome............ Chescesatecuarererasans ....|$18,950 | $12,760 | $14,970 | $23,580 | $11,770 $8,660 | $12,270 | $20,700

Earnings. . .ovuvivienronseronaseenoanans 5,300 4,100 4,660 5,870 6,480 4,990 7,510 10,350
Respondent .......... sevesesessencns . 4,450 3,850 3,660 5,200 5,790 4,580 6,660 9,120 |
SPOUSE™. . oiiiinrnonraarannn ereesans 5,450 “) 5,360 5,740 5,500 3,310 7,850 8,530

Pensionincome, total. .o ooviviiiiiiarinsnsennecvoaseesass| 13,980 10,290 12,150 16,320 5,300 4,370 6,010 7,260
Social Security . ..oviiiiienennnnn. 7,380 6,270 7,470 7,760 5,280 4,360 5,960 7,260
Otherpensions . . ..ovvveeeennannne 6,800 4,160 4,850 8,770

Assetincome ... .vveviiennnnn. 3,960 1,640 1,940 5,620 4,310 2,160 3,060 8,760

Public weifare .......couvvnnnn... @ @ @ @ 1,900 1,820 @ @

Otherincome 2, . . ........ e 3,140 @ 2,230 3,560 3,250 3,420 2,440 4,700

Shares of aggregate income: ¢
Totalpercent. . ...ocvvunn. tessesesentascsasretrsennn 100 100 100 100 100 100 100 100

Earnings. .cvvvvecencoarannnns 9 10 8 8 1n 35, 36 29
Respondent .......cc00nns eesasasean 6 8 5 6 28 31 30 24
SPOUSE & vvvvvvnomvoncsnsannanns tesearsesnenenrsrenns 3 2 3 2 5 4 6 s

Pension income, total. ........... edtresaveanina 74 81 81 69 42 48 46 32
Social Security +...00000 38 47 43 32 42 48 45 32
" Other pensions . . . 36 33 32 37 0 0 0 0

Assetincome ...... 16 8 10 21 21 11 17 36

Public welfare ............. 0 0 0 0 1 2 0 [}

Other income 2, ... e teereeiereeteererenenenes Ceeeerees i 1 1 i 3 3 2 3

! Limited to those first receiving retired-worker benefits in 1969-77.
2 Includes State sickness compensation, workers® compensation, unemploy-
ment compensation, private welfare or relief, contributions from outside the

as high a proportion of aggregate income as all pen-
qmn: far hicher than other occunations., where post-

...... Aa@2 23geANR ARl RANRD R p|eslVily; L2 A

benefnt earnings accounted for only one-fourth as much
as pension benefits.

Farmers, managers, and non-household service
workers also had a high propensity to continue working.
In the case of managers, a strong work orientation may
be the cause. For service workers, low income may drive
some to continue working. Farmers have above-average
total incomes, but also enjoy the ability to adjust their
work hours to meet the earnings test or their own desires
for part-time work. By contrast, crafts workers and
machine operators rarely can adjust their working hours
downward, and were therefore unlikely to continue
working.

Receipt of Social Secyrity benefits was almost uni-
versal, except for private househoid workers, 13 percent
of whom did not have such income.in the