
University of Wisconsin-Madison 

IRP Discussion Papers 



I n s t i t u t e  f o r  Research on  P o v e r t y  
D i s c u s s i o n  Paper no. 806-86 

The T r a n s i t i o n  from Wife t o  Widow: 

The Importance  of Surv ivor  B e n e f i t s  t o  t h e  Well-Being o f  Widows 

D a n i e l  A.  Myers, V a n d e r b i l t  U n i v e r s i t y  

R ichard  V .  Burkhauser ,  V a n d e r b i l t  U n i v e r s i t y  

Karen C .  Holden, U n i v e r s i t y  of  Wisconsin 

A p r i l  1986 

T h i s  work was s u p p o r t e d  i n  p a r t  by g r a n t s  from t h e  U.S. Department 
of H e a l t h  and Human S e r v i c e s  (no.  84ASPE133A) and from t h e  AARP Andrus 
F o u n d a t  i o n .  A d d i t i o n a l  s u p p o r t  f o r  computa t iona l  work was p rov ided  
by t h e  C e n t e r  f o r  Demography and Ecology a t  t h e  U n i v e r s i t y  of  Wisconsin- 
M a d i s o n .  A l l  o p i n i o n s  e x p r e s s e d  i n  t h i s  paper  a r e  s o l e l y  t h o s e  o f  
t h e  a u t h o r s .  



A b s t r a c t  

L e g i s l a t i o n  o v e r  t h e  decade h a s  a t t e m p t e d  t o  encourage mar r ied  

men who a r e  e l i g i b l e  f o r  pens ions  t o  e l e c t  a n  o p t i o n  t h a t  w i l l  a l s o  

p rov ide  b e n e f i t s  t o  t h e i r  widows. Here we examine t h e  importance o f  

t h a t  c h o i c e  o n  t h e  wel l -being of widows and t h e n  e s t i m a t e  t h e  e f f e c t  

o f  making a s u r v i v o r  b e n e f i t  mandatory. Using c o n v e n t i o n a l  measures 

o f  wel l -being and  t r a c i n g  i n d i v i d u a l  women b e f o r e  and a f t e r  t h e  d e a t h  

o f  t h e i r  husbands ,  we f i n d  t h a t  widows a r e  more l i k e l y  t o  be i n  pover ty  

and have lower mean income t h a n  when mar r ied .  But t h i s  is t r u e  r e g a r d -  

l e s s  o f  t h e  pension-opt ion c h o i c e  of t h e i r  husbands. S i m u l a t i n g  t h e  

e f f e c t  o f  r e q u i r i n g  a l l  men w i t h  a pens ion  t o  choose a  s u r v i v o r  b e n e f i t  

o p t i o n  r e s u l t s  i n  a s u b s t a n t i a l  r e d u c t i o n  i n  t h e  f a l l  o f  income and 

a lower ing  o f  pover ty  r a t e s  d u r i n g  widowhood. Yet t h e  change i n  t h e  

pover ty  r a t e  o f  a l l  widows is s m a l l ,  s i n c e  widows o f  men w i t h  pens ion  

income are o n l y  a s m a l l  pe rcen tage  o f  a l l  widows. 



The T r a n s i t i o n  from Wife t o  Widow: 
The Importance of S u r v i v o r  B e n e f i t s  t o  t h e  Well-Being o f  Widows 

I n t r o d u c t i o n  

I n  m e a s u r i n g  t h e  we l l -be ing  o f  mar r ied  c o u p l e s ,  i t  is presumed 

t h a t  bo th  husband and w i f e  s h a r e  r e s o u r c e s  e q u a l l y  w i t h  one a n o t h e r .  

Hence o f f i c i a l  pover ty  measures c o n s i d e r  t h e  income o f  both  i n  de te rmin-  

i n g  t h e  pover ty  s t a t u s  of  each.  T h i s  t r a d i t i o n a l  view o f  e q u a l  s h a r i n g  

w i t h i n  a household h a s  a l s o  dominated t h e  f o r m a t i o n  o f  p u b l i c  p o l i c y  

aimed a t  a l l e v i a t i n g  pover ty .  I n  a t t e m p t i n g  t o  i n c r e a s e  t h e  wel l -  

be ing  o f  t h e  aged ,  a c r o s s  t h e  board i n c r e a s e s  i n  s o c i a l  s e c u r i t y  b e n e f i t s  

p a i d  t o  workers  were assumed t o  i n c r e a s e  both  t h e  we l l -be ing  o f  t h e  

m a l e  w o r k e r  a n d  h i s  spouse  w h i l e  mar r ied  a s  w e l l  a s  t h e  wel l -being 

o f  h i s  widow. Between 1969 and 1979 r e a l  b e n e f i t s  f o r  t h e  a v e r a g e  

new r e t i r e e  r o s e  by over  50 p e r c e n t  (Anderson, Burkhauser ,  and  Quinn ,  

1 9 8 6 ) .  T h i s  m a j o r  commitment o f  r e s o u r c e s  t o  t h e  aged r e s u l t e d  i n  

a d r a m a t i c  f a l l  i n  t h e  pover ty  of  t h e  e l d e r l y .  I n  t h e  1980s t h e  i n c i -  

d e n c e  o f  pover ty  is  no g r e a t e r  among t h e  aged t h a n  i t  is among t h e  

p o p u l a t i o n  as a whole (Danz iger ,  van d e r  Gaag, Smolensky, and T a u s s i g ,  

1984) .  

D e s p i t e  t h i s  o v e r a l l  i n c r e a s e  i n  we l l -be ing ,  pover ty  s t i l l  p e r s i s t s  

among t h e  e l d e r l y .  Now, however ,  its burden is d i s p r o p o r t i o n a t e l y  

c a r r i e d  by aged widows. I n  1984 over  one-quar te r  o f  a l l  widows aged  

65 and o v e r  had incomes below t h e  o f f i c i a l  pover ty  l i n e  (U.S. Bureau 

o f  t h e  Census,  1985) .  Widows accounted f o r  o v e r  one-half  o f  a l l  t h e  

aged poor ,  a l a r g e  pe rcen tage  o f  whom had n o t  been poor  w h i l e  m a r r i e d  

(Holden, Burkhauser , Myers, 1986a) .  



The p l i g h t  o f  e l d e r l y  widows h a s  c a l l e d  i n t o  q u e s t i o n  t h e  view 

t h a t  m a r r i e d  c o u p l e s  s h a r e  r e s o u r c e s  a c r o s s  t i m e  i n  a manner similar 

t o  t h e i r  s h a r i n g  when bo th  a r e  a l i v e .  S p e c i f i c a l l y ,  it  i s  a r g u e d  t h a t  

husbands  do n o t  s u f f i c i e n t l y  c o n s i d e r  t h e  e f f e c t  t h a t  t h e i r  d e a t h  w i l l  

have on t h e  economic we l l -be ing  o f  t h e i r  wives.  The r e s u l t  is a n  unequa l  

s h a r i n g  o f  household  r e s o u r c e s  a c r o s s  t h e  l i f e  o f  b o t h  mar r i age  p a r t n e r s .  

How income is s h a r e d  o v e r  t h e  lifetime o f  b o t h  s p o u s e s  is a f f e c t e d  

by r u l e s  s e t  f o r t h  i n  s o c i a l  s e c u r i t y  and pens ion  l e g i s l a t i o n  and  by 

t h e  c h o i c e  made b y  e a c h  worker a b o u t  t h e  p e r i o d  o v e r  which p e n s i o n  

income w i l l  be p a i d .  After r e t i r e m e n t ,  t h e  major  s o u r c e s  o f  income 

are s o c i a l  s e c u r i t y  and p r i v a t e  pens ion  b e n e f i t s .  S o c i a l  s e c u r i t y  o f f e r s  

m a r r i e d  c o u p l e s  n o  c h o i c e  w i t h  r e g a r d  t o  t h e  d i s t r i b u t i o n  o f  b e n e f i t s  

a c r o s s  time: when m a r r i e d ,  c o u p l e s  s h a r e  a  s t a t e d  b e n e f i t ;  a f ter  t h e  

d e a t h  of o n e  s p o u s e ,  t h e  s u r v i v i n g  spouse  r e c e i v e s  t w o - t h i r d s  o f  t h a t  

amount  o v e r  h i s  o r  h e r  r e m a i n i n g  l i f e t i m e .  T h i s  j o i n t - l i f e  form o f  

a n n u i t y  s p r e a d s  b e n e f i t s  a c r o s s  t h e  l i f e t i m e  of t h e  worker and t h a t  

1 o f  s u r v i v o r  . , 
P r i v a t e  p e n s i o n s  h a v e  n o  such  uniform sys tem f o r  d i s t r i b u t i n g  

b e n e f i t s  a c r o s s  t h e  l i v e s  o f  mar r i age  p a r t n e r s .  P r i o r  t o  1974 p r i v a t e  

p e n s i o n s  were n o t  r e q u i r e d  t o  o f f e r  a j o i n t - l i f e  o p t i o n ,  a l t h o u g h  most 

p l a n s  d i d .  The v a s t  m a j o r i t y  of p e n s i o n - e l i g i b l e  workers  c h o s e  s i n g l e -  

l i f e  a n n u i t i e s ,  which p a i d  b e n e f i t s  o n l y  o v e r  t h e  l i f e  o f  t h e  worker.  

T y p i c a l l y ,  when a j o i n  t-1 i f e  a n n u i t y  is chosen t h e  y e a r l y  b e n e f i t s  

p a i d  w h i l e  t h e  husband is a l i v e  a r e  lower  t h a n  t h o s e  p a i d  i n  t h e  s i n g l e -  

l i f e  o p t i o n .  T h i s  is done t o  o f f s e t  t h e  i n c r e a s e d  number o f  y e a r s  

t h e  b e n e f i t  must be p a i d  t o  h i s  widow. I t  was a rgued  t h a t  t h i s  a c t u a r i a l  



r e d u c t i o n  i n  y e a r l y  b e n e f i t s  w h i l e  t h e y  were a l i v e  l e d  husbands  t o  

i g n o r e  t h e  we l l -be ing  o f  t h e i r  f u t u r e  widows. I n  p a r t  because  o f  t h i s  

concern  Congress  h a s  been p r e s s e d  t o  r e s t r i c t  t h e  s i n g l e - l i f e  c h o i c e .  

The Employee Re t i r ement  Income S e c u r i t y  Act o f  1974 (ERISA) re- 

q u i r e d  t h a t  a l l  p r i v a t e  p e n s i o n s  o f f e r  a j o i n t - l i f e  o p t i o n  t o  r e t i r i n g  

w o r k e r s .  While ERISA d i d  n o t  r e q u i r e  a l l  m a r r i e d  workers  t o  choose  

t h i s  o p t i o n ,  it d i d  encourage t h a t  c h o i c e  by r e q u i r i n g  t h a t  a j o i n t -  

l i f e  a n n u i t y  be pa id  u n l e s s  t h e  employee s p e c i f i c a l l y  chose  o t h e r w i s e .  

D e s p i t e  t h i s  change i n  pens ion  r u l e s ,  K o t l i k o f f  and Smi th  (1983)  e s t i -  

mated t h a t  o n l y  29 p e r c e n t  o f  a l l  male pens ion  r e c i p i e n t s  ( o f  a l l  m a r i t a l  

s t a t u s e s )  had e l e c t e d  some t y p e  of  j o i n t - l i f e  pension.  Andrews (1985)  

found t h a t  o n l y  11 p e r c e n t  o f  a l l - w i d o w s  i n  1982 r e c e i v e d  income from 

a pens ion  ( o t h e r  t h a n  s o c i a l  s e c u r i t y ) ,  e i t h e r  a s  a s u r v i v o r  o r  worker.  

B e c a u s e  o f  t h e  low r a t e s  o f  j o i n t - l i f e  p e n s i o n  c h o i c e  by male 

workers  and t h e  p e r s i s t e n t l y  h i g h e r  r a t e s  o f  p o v e r t y  f o r  aged widows 

as compared t o  aged m a r r i e d  c o u p l e s ,  Congress  a g a i n  took  a c t i o n .  The 

Re t i r ement  Equ i ty  Act o f  1984 ( P u b l i c  Law 98-397) r e q u i r e s  b o t h  s p o u s e s  

t o  s i g n  when a j o i n t - l i f e  a n n u i t y  is d e c l i n e d .  I t  was hoped t h a t  by 

b r i n g i n g  t h e  w i f e  more f o r m a l l y  i n t o  t h e  decis ion-making p r o c e s s ,  r e -  

s o u r c e s  would be used more e q u a l l y  a c r o s s  t h e  l i f e  o f  b o t h  m a r r i a g e  

p a r t n e r s  . 
There  can  be no q u e s t i o n  t h a t  pens ion  r e g u l a t i o n s  c a n  be  developed 

w h i c h  w i l l  f o r c e  g r e a t e r  u s e  o f  j o i n t - l i f e  a n n u i t i e s .  Yet, d e s p i t e  

a d e c a d e  of l e g i s l a t i o n  concern ing  t h i s  i s s u e ,  l i t t l e  s o l i d  e v i d e n c e  

h a s  been provided t o  p i n p o i n t  e i t h e r  t h e  d e g r e e  t o  which c o u p l e s  w i l l i n g -  



l y  s h a r e  r e s o u r c e s  a c r o s s  t ime  o r  t h e  importance  t h a t  j o i n t - l i f e  annu i -  

t ies  p lay  i n  t h i s  s h a r i n g .  

Most d a t a  t h a t  compare t h e  we l l -be ing  o f  t h e  aged by marital 

s t a t u s  is c r o s s - s e c t i o n a l .  Because t h e s e  d a t a  d o  n o t  i n c l u d e  i n f o r m a t i o n  

on t h e  we l l -be ing  o f  women p r i o r  t o  widowhood, compar isons  o f  m a r r i e d  

c o u p l e s  and widows c a n  be mis lead ing .2  Here w e  u s e  d a t a  t o  t r a c e  t h e  

we l l -be ing  of women b e f o r e  and  a f t e r  t h e  d e a t h  o f  t h e i r  husbands and  

t o  measure t h e  d i f f e r e n c e  t h a t  pens ion  coverage  and  t h e  c h o i c e  o f  pens ion  

o p t i o n  make o n  t h e i r  income l e v e l s  and  p o v e r t y  i n c i d e n c e .  We t h e n  

s i m u l a t e  t h e  mean income l e v e l s  and  p o v e r t y  r a t e s  o f  women b e f o r e  and 

after  t h e  d e a t h  of t h e i r  husbands if a j o i n t - l i f e  pens ion  o p t i o n  were 

made mandatory. 

Data 

Our d a t a  are from t h e  Re t i r ement  H i s t o r y  S tudy  (RHS), a t e n -  

yea r  l o n g i t u d i n a l  s t u d y  o f  men and s i n g l e  women who were 58 t o  6 3  i n  

1 9 6 9 .  The sample s e l e c t e d  f o r  t h i s  s t u d y  c o n s i s t s  o f  4 ,058 c o u p l e s  

who were m a r r i e d  i n  1969. O f  t h e s e ,  3 , 2 3 3  remained m a r r i e d  t h r o u g l ~ o u t  

t h e  su rvey .  I n  t h e  o t h e r  825 households  t h e  husband d i e d .  We i d e n t i f i e d  

whether t h e  husband was r e c e i v i n g  o r  was e l i g i b l e  t o  r e c e i v e  a pens ion  

at r e t i r e m e n t  o r  p r i o r  t o  h i s  d e a t h .  For men who d i e d  b e f o r e  t h e  f i n a l  

s u r v e y  i n  1979,  we c a n  o b s e r v e  whether t h e y  had chosen a s i n g l e -  o r  

j o i n t - l i f e  a n n u i t y  (See t h e  Appendix f o r  a f u l l e r  d i s c u s s i o n  of o u r  

sample s e l e c t i o n  procedure .  ) 

Most men i n  our  sample r e c e i v e d  pens ion  income p r i o r  t o  t h e  e f f e c -  

t i v e  d a t e  o f  t h e  1974 Employee Re t i r ement  Income S e c u r i t y  Act. None, 

o f  c o u r s e ,  w e r e  a f f e c t e d  by t h e  1984 Re t i r ement  Equ i ty  Act. While 



most p l a n s  o f f e r e d  s u r v i v o r s h i p  o p t i o n s  p r i o r  t o  ERISA, t y p i c a l l y  t h i s  

o p t i o n  was n o t  t h e  d e f a u l t  form. Thus, t h e s e  d a t a  r e f l e c t  pens ion  

c h o i c e s  made by men p r i o r  t o  l e g i s l a t e d  r e s t r i c t i o n s  on choosing s i n g l e -  

l i f e  o p t i o n s .  

Because o u r  e a r l i e r  work h a s  i n d i c a t e d  a b i a s  i n  c r o s s - s e c t i o n a l  

c o m p a r i s o n s  b e t w e e n  m a r r i e d  a n d  widowed women, we s e p a r a t e  m a r r i e d  

c o u p l e s  i n  which t h e  husband was a l i v e  th roughout  t h e  t en-year  s u r v e y  

p e r i o d  f r o m  t h o s e  i n  which t h e  husband d i e d  between 1969 and 1979. 

The former  a r e  l a b e l e d  i n t a c t  c o u p l e s ;  t h e  l a t t e r  are l a b e l e d  e v e n t u a l l y  

widowed c o u p l e s .  We t h e n  a r e  a b l e  t o  compare t h e  pover ty  r a t e s  o f  

t h e s e  two t y p e s  of  coup les  wi th  t h o s e  o f  c u r r e n t  widows. Note t h a t  

women a r e  m a r r i e d  a t  t h e  t i m e  t h e y  a r e  l a b e l e d  l t even tua l  widows.t1 

When widowed t h e y  become llwidows.ll Because we d o  n o t  i n c l u d e  women 

widowed i n  1969, a l l  d a t a  on widows p r e s e n t e d  i n  t h i s  paper  are f o r  

women widowed a f t e r  t h a t  d a t e .  

Economic Well-Being a c r o s s  Marital S t a t u s  

The m a j o r i t y  of  men i n  our  sample r e c e i v e d  o r  were e l i g i b l e  t o  

r e c e i v e  a pension.  Tab le  1 shows t h a t  t h e  i n c i d e n c e  o f  pens ion  e l i g i b i l -  

i t y  does  n o t  d i f f e r  g r e a t l y  between t h o s e  c o u p l e s  who remained m a r r i e d  

and t h o s e  who were widowed.'l Among e l i g i b l e  c o u p l e s ,  28 p e r c e n t  e l e c t e d  

some form of j o i n t - l i f e  o p t i o n .  Because some men were n o t  e l i g i b l e  

f o r  a pens ion ,  and o t h e r s  d i d  n o t  e l e c t  a j o i n t - l i f e  o p t i o n ,  o n l y  15 

p e r c e n t  o f  a l l  e v e n t u a l  widows r e c e i v e d  s u r v i v o r  b e n e f i t s .  Because 

we cannot  t e l l  what o p t i o n  was e l e c t e d  by mar r ied  men who were s t i l l  

a l i v e  i n  1979, we do  n o t  know t h e  e l e c t i o n  r a t e  f o r  i n t a c t  c 0 u ~ l e s . 5  



Table 1. Pension E l i g i b i l i t y  and Pension Option Choice 

Pension E l i g i b i l i t y  F ina l  Mar i t a l  S t a t u s  o f  couplesa  
and 

Pens ion Choice 
of Husband number percent  number percent  

~ l l  couples  3,233 100 .O 82 5 100.0 

Pension e l i g i b i l i t y :  
Not E l i g i b l e  1,229 38.0 382 46.3 

E l i g i b l e  2,004 62.0 443 53.7 

Husband's Pens ion Choice: 
S i n g l e  l i f e  N A ~  N A 

J o i n t  l i f e  N A N A 122 27.6 

Lump sum N A N A 40 9.0 

a ~ l l  sample u n i t s  were married couples  i n  1969. I n t a c t  couples  remained 
married from 1969 t o  1979; eventua l  widows were married i n  1969, l a t e r  widowed. 

b ~ e n s i o n - e l i g i b l e  men e i t h e r  r ece ived  pension income p r i o r  t o  1979 o r  
before  t h e i r  dea th  o r  r e p o r t e d  t h a t  they  were e l i g i b l e  o r  would be e l i g i b l e  
f o r  a  pension from t h e  j ob  they  he ld .  

' ~ a t a  not a v a i l a b l e  because we could n o t  i d e n t i f y  o p t i o n  choice  i f  a  
husband d id  n o t  d i e .  



Table  2 p r o v i d e s  p o v e r t y  r a t e s  and mean income l e v e l s  d i s a g g r e g a t e d  

by mar i ta l  s t a t u s  and pens ion  e l i g i b i l i t y .  The d a t a  a r e  f o r  1974,  

when a l l  men i n  o u r  s u r v e y  were aged 65  t o  70. A l l  s o u r c e s  of income 

were summed t o  d e f i n e  t o t a l  e a r n i n g s  f o r  t h e  year .6  The income of 

t h e  c o u p l e  o r  widow is compared w i t h  t h e  o f f i c i a l  p o v e r t y  l e v e l  f o r  

a c o u p l e  o r  single-member household ,  a d j u s t e d  f o r  a g e  o f  t h e  household  

head.  

Tab le  2 shows t h a t  even when m a r r i e d ,  e v e n t u a l  widows had somewhat 

h i g h e r  p o v e r t y  r a t e s  and lower  mean income t h a n  d i d  m a r r i e d  women whose 

husbands d i d  n o t  d i e  d u r i n g  o u r  sample p e r i o d .  Thus i t  is i m p o r t a n t  

t o  s e p a r a t e  t h e s e  two groups  o f  c o u p l e s  when making i n f e r e n c e s  c o n c e r n i n g  

t h e  e f f e c t  o f  widowhood on  pover ty .  N e v e r t h e l e s s ,  e v e n  when we compare 

e v e n t u a l l y  widowed c o u p l e s  w i t h  widows, t h e  p o v e r t y  rates o f  widows 

are s u b s t a n t i a l l y  h i g h e r .  

E v e n t u a l l y  widowed c o u p l e s  i n  which t h e  husband is e l i g i b l e  f o r  

p e n s i o n  b e n e f i t s  have p o v e r t y  r a t e s  c o n s i d e r a b l y  lower  t h a n  d o  s u c h  

c o u p l e s  n o t  e l i g i b l e  f o r  b e n e f i t s .  Even when widowed, t h o s e  women 

whose husbands were e l i g i b l e  f o r  a pens ion  were l e s s  l i k e l y  t o  be poor 

t h a n  were widows whose husbands were n e v e r  e l i g i b l e .  

The p a t t e r n s  o f  d i f f e r e n c e s  b e t w e e n  m a r r i e d  and  widowed women 

is t h e  same when we look  a t  mean r e a l  incomes. E v e n t u a l l y  widowed 

c o u p l e s '  mean income is n e a r l y  t w i c e  t h a t  o f  a l r e a d y  widowed women. 

Couples  e l i g i b l e  f o r  p e n s i o n s  have s u b s t a n t i a l l y  g r e a t e r  income p r i o r  

t o  t h e  husband ' s  d e a t h  t h a n  d o  t h o s e  n o t  e l i g i b l e  f o r  a pens ion .  But 

i n  widowhood t h i s  d i f f e r e n c e  i n  mean income n e a r l y  d i s a p p e a r s .  



Table 2. Well-Being o f  Women i n  1974 a s  I d e n t i f i e d  by 
Pension S t a t u s  of t h e  Husbands 

Husband's 
Pens ion 
S t a t u s  

Poverty Rates Mean Income 

In  t a c t  Eventual In  t a c t  Eventual 
Couples Widows Widows Couples Widows Widows 

~ l l  couples  8.1% 11.4% 25.2% $22,805 $19,696 $10,421 

Pension e l i g i b i l i t y a  
Not e l i g i b l e  15.5 18.1 33.3 18,005 14,765 10,024 

E l i g i b l e  3.6 5 1 16.7 25,748 24,380 ' 10,836 

Note: Data a r e  from t h e  Retirement His tory  Study. Income is r e p o r t e d  i n  1984 
d o l l a r s .  A l l  sample u n i t s  were marr ied couples  i n  1969. " I n t a c t  couplesw remained 
married from 1969 t o  1979. "Eventual widowsm were married i n  1974 and were l a t e r  
widowed. "Widowsw were marr ied i n  1969 but widowed before  1974. 

apemion  e l i g i b l e  men e i t h e r  rece ived  pension income p r i o r  t o  1979 o r  before  
t h e i r  dea th  o r  r epo r t ed  t h a t  t hey  were e l i g i b l e  o r  would be e l i g l i b l e  f o r  a  pension 
from some job  they  he ld .  



C r o s s - s e c t i o n a l  d a t a  o f  t h i s  t y p e  p r o v i d e  a  u s e f u l  f i rst  approxima- 

t i o n  o f  t h e  dynamics o f  p o v e r t y ,  bu t  a more a c c u r a t e  measure o f  t h e  

c h a n g e  i n  w e l l - b e i n g  of women a f t e r  t h e  d e a t h  o f  t h e i r  husbands  is 

ach ieved  u s i n g  t h e  l o n g i t u d i n a l  p r o p e r t i e s  o f  o u r  d a t a .  

T a b l e  3 compares  t h e  p o v e r t y  r a t e s  a n d  income l e v e l s  o f  women 

i n  t h e  s u r v e y  p e r i o d  p r e c e d i n g  t h e i r  husband 's  d e a t h  w i t h  t h o s e  i n  

t h e  second s u r v e y  p e r i o d  after  h i s  d e a t h .  Because t h e  RHS i n t e r v i e w e d  

r e s p o n d e n t s  and t h e i r  widows e v e r y  two y e a r s ,  our  measure o f  income 

i n  t h e  second  s u r v e y  p e r i o d  o f  widowhood means t h a t  t h e  income is cap- 

t u r e d  i n  a p e r i o d  between one  and t h r e e  y e a r s  af ter  t h e  husband 's  d e a t h .  8 

Over  1 4  p e r c e n t  o f  widows were poor i n  t h e  l a s t  income p e r i o d  

p r i o r  t o  t h e i r  husband ' s  d e a t h .  The i r  p o v e r t y  r a t e s  n e a r l y  doub led  

t h e r e a f t e r .  But t h e  l e v e l  and change i n  p o v e r t y  r a t e s  d i f f e r  a c r o s s  

p e n s i o n - e l i g i b i l i t y  t y p e s .  

When m a r r i e d ,  women whose husbands were n o t  e l i g i b l e  f o r  a p e n s i o n  

had p o v e r t y  r a t e s  o v e r  f o u r  times t h o s e  o f  women whose husbands  were 

e l i g i b l e  f o r  a pens ion .  But t h e  d i f f e r e n c e  is even  more d r a m a t i c  when 

s i n g l e - l i f e  and  j o i n t - l i f e  pens ion-op t ion  c o u p l e s  a r e  s e p a r a t e d .  The 

p o v e r t y  r a t e  of c o u p l e s  w i t h o u t  p e n s i o n s  is o v e r  n i n e  t i m e s  t h a t  o f  

j o i n t - l i f e  c o u p l e s  and  more t h a n  t h r e e  times t h a t  o f  s i n g l e - l i f e  pension-  

ers. 

The t r a n s i t i o n  i n t o  widowhood means h i g h e r  p o v e r t y  r a t e s  f o r  a l l  

subgroups  of women, b u t  t h e  d i f f e r e n c e  i n  p o v e r t y  rates among t h e  d i f f e r -  

e n t  g r o u p s  of widows is smaller t h a n  when t h e y  were  mar r i ed .  The i n -  

c r e a s e  i n  p o v e r t y  f o r  j o i n t - l i f e  b e n e f i c i a r y  women as t h e y  move from 

w i f e  t o  widow is n e a r l y  t h r e e f o l d .  T h i s  is o n l y  a s l i g h t l y  s m a l l e r  



Table 3. Well-Being of Women be fo re  and a f t e r  Widowhood, 
by Pension E l i g i b i l i t y  S t a t u s  

Husband's Pension 
E l i g i b i l i t y  Pension Option 

Marriage To ta l  Not S i n g l e  J o i n t  
S t a t e  samplea E l i g i b l e  E l i g i b l e  L i f e  L i f e  

Wives 

P o v e r t y r a t e  14.2% 23.3% 5.5% 6.8% 2.5% 

Mean income $21 ,307 $17,451 $24,962 $21,817 $32,208 

Widows 

P o v e r t y r a t e  26.1% 36.6% 16.1% 20.3% 6.6% 

Mean income $10,177 $9,153 $11,148 $10,120 $13,515 

Number 785 3 82 403 28 1 122 

Note: Data are from t h e  Retirement His tory  Study and cover  t h e  y e a r s  1969 
t o  1979. Incomes are from t h e  l a s t  survey  be fo re  and t h e  survey  fo l lowing  
t h e  f i r s t  r e p o r t  of widowhood and a r e  r epo r t ed  i n  1984 d o l l a r s .  

a ~ n c l u d e s  on ly  t h o s e  couples  i n  which t h e  husband d i e d  between t h e  1969 
and 1977 surveys.  



i nc rease  than  t h a t  of  s i n g l e - l i f e  pension widows and is a much l a r g e r  

percentage i n c r e a s e  than t h a t  of women whose husbands were never e l i g i b l e  

f o r  pensions.  Thus, even women whose pension b e n e f i t s  con t inue  dur ing  

widowhood f a c e  i nc reased  r i s k  of poverty a f t e r  t h e  dea th  of  t h e i r  hus- 

band. 

There is a l s o  a  s u b s t a n t i a l  d i f f e r e n c e  i n  mean income f o r  women 

before  and a f t e r  t h e  dea th  of t h e  husband. In  t h e  l a s t  income per iod  

o f  m a r r i a g e ,  mean t o t a l  income f o r  couples  was $21,307. This f e l l  

t o  $1 0 , 1 7 7  i n  widowhood. J o i n t - l i f e  pens ioners  a r e  b e t t e r  o f f  both 

a s  couples  and a s  widows than  a r e  e i t h e r  s i n g l e - l i f e  couples  o r  couples  

i n  which t h e  husband is not  e l i g i b l e  f o r  a  pension. While s i n g l e - l i f e  

pension couples  a r e  b e t t e r  o f f  than  t h o s e  no t  e l i g i b l e  f o r  pensions,  

i n  widowhood t h e r e  is no s i g n i f i c a n t  d i f f e r e n c e  between mean incomes 

of t he se  two groups. The r e l a t i v e  f a l l  i n  income f o r  both s i n g l e - l i f e  

and  j o i n t - l i f e  widows is approximately t h e  same, however; bo th  have 

l e s s  t h a n  o n e - h a l f  t h e  mean income they enjoyed a s  couples .  Those 

widows whose husbands were no t  e l i g i b l e  f o r  pensions have j u s t  over 

one-half of t h e  mean income they had when marr ied.  

The p a t t e r n  of poverty r a t e  and mean income change over  t h e  l i f e -  

time of couples  i n  our sample sugges ts  t h a t  even i f  r e s o u r c e s  a r e  equa l ly  

shared dur ing  marr iage,  they may n o t  be e q u a l l y  shared  a c r o s s  t h e  l i f e  

of both marr iage pa r tne r s .  I t  is n o t  obvious from our  d a t a ,  however, 

t h a t  t h e  c h o i c e  o f  a  s i n g l e - l i f e  pension op t ion  r e f l e c t s  a  smaller 

e f f o r t  on t h e  p a r t  of a  husband t o  provide f o r  h i s  wife  a f t e r  h i s  dea th .  

A l though  i t  i s  t r u e  t h a t  widows whose husbands chose a  s i n g l e - l i f e  

o p t i o n  a r e  worse  o f f  than  a r e  j o i n t - l i f e  widows, t h i s  was a l s o  t h e  



c a s e  b e f o r e  t h e i r  husbands d ied .  For women whose husbands chose  a 

s i n g l e - l i f e  p e n s i o n  o p t i o n ,  t h e  pe rcen tage  d rop  i n  t h e  mean income 

a n d  t h e  p e r c e n t a g e  i n c r e a s e  i n  t h e  p o v e r t y  r a t e s  approximated t h a t  

o f  women w i t h  j o i n t - l i f e  coverage as t h e y  moved from wives  t o  widows. 

A widow r e q u i r e s  f e w e r  r e s o u r c e s  t o  m a i n t a i n  a g i v e n  l e v e l  of 

we l l -be ing  after  t h e  d e a t h  o f  h e r  husband, s i n c e  f a m i l y  s i z e  h a s  been 

r e d u c e d  f r o m  two t o  one. But t h e  p e r c e n t a g e  f a l l s  i n  income shown 

i n  T a b l e  3 s u g g e s t  t h a t  even a f t e r  a d j u s t i n g  f o r  f a m i l y  s i z e ,  real 

r e s o u r c e s  and wel l -being o f  widows d e c l i n e  r e g a r d l e s s  o f  t h e  pens ion  

s t a t u s  o f  t h e i r  husbands. For i n s t a n c e ,  o f f i c i a l  p o v e r t y - l i n e  equ iva-  

l e n c e  s c a l e s  are set  s u c h  t h a t  a s i n g l e  pe rson  aged 65 and o v e r  r e q u i r e s  

80 p e r c e n t  o f  t h e  income of a mar r ied  coup le  whose household head is 

aged 65  o r  o v e r .  1 0  

S i m u l a t i n g  t h e  E f f e c t s  o f  Mandating J o i n t - L i f e  A n n u i t i e s  

The enactment  o f  ERISA was t h e  f i rst  a t t e m p t  by Congress  t o  u s e  

p e n s i o n - r e f o r m  l e g i s l a t i o n  t o  a d d r e s s  t h e  problem o f  unequal  s h a r i n g  

o f  r e s o u r c e s  a c r o s s  t h e  l i f e  of  mar r iage  p a r t n e r s .  Even a decade a f t e r  

t h e  a c t  was passed ,  o n l y  a small m i n o r i t y  of male r e t i r e e s  had chosen 

a j o i n t - l i f e  o p t i o n ,  and widows con t inued  t o  s u f f e r  s u b s t a n t i a l  reduc-  

t i o n s  i n  wel l -being a f t e r  t h e  d e a t h  o f  t h e i r  husbands (Andrews, 1985; 

K o t l i k o f f  and Smith ,  1983) .  Some would a r g u e  t h a t  more d r a s t i c  a c t i o n  

is n e c e s s a r y .  One extreme is t o  r e q u i r e  a l l  m a r r i e d  men e l i g i b l e  f o r  

p e n s i o n  b e n e f i t s  t o  c h o o s e  a j o i n t - l i f e  a n n u i t y .  I n  t h i s  s e c t i o n ,  

we p r o v i d e  a measure o f  t h e  e f f e c t  such  a r u l e  would have had on t h e  

income and pover ty  l e v e l s  o f  our  sample o f  m a r r i e d  men and t h e i r  widows 

from 1969 t o  1979. 



T h e r e  a r e  many v a r i e t i e s  of j o i n t - l i f e  o p t i o n s  now o f f e r e d  by 

pension p l a n s .  We w i l l  s i m u l a t e  them a l o n g  s e v e r a l  d imensions .  The 

first dimension is t h e  pe rcen tage  change i n  a n n u a l  b e n e f i t  t h a t  o c c u r s  

w i t h  t h e  d e a t h  o f  t h e  worker. S o c i a l  s e c u r i t y  is c o n s i d e r e d  a j o i n t  

and two- th i rds  a n n u i t y  because b e n e f i t s  f o r  t h e  s u r v i v o r  a r e  t w o - t h i r d s  

t h e  l e v e l  o f  b e n e f i t s  when b o t h  husband and w i f e  a r e  a l i v e .  We w i l l  

s i m u l a t e  t h r e e  p e n s i o n  a l t e r n a t i v e s :  j o i n t  and o n e - h a l f ,  j o i n t  and  

t w o - t h i r d s ,  and  j o i n t  and f u l l  ( o r  100 p e r c e n t ) .  These are s e l e c t e d  

because  t h e y  r e p r e s e n t  t h e  most commonly o f f e r e d  j o i n t - l i f e  a l t e r n a t i v e s .  

The second dimension is t h a t  of " a c t u a r i a l  f a i r n e s s f 1  a c r o s s  pens ion  

o p t i o n  c h o i c e s .  That  is, t o  what degree  does  t h e  expec ted  v a l u e  o f  

a l l  pens ion  payments o v e r  t h e  l i f e  o f  both  members o f  t h e  c o u p l e  change 

w i t h  t h e  c h o i c e  o f  pens ion  o p t i o n ?  I n  o u r  s i m u l a t i o n ,  we first deve lop  

j o i n t - l i f e  o p t i o n  v a l u e s  assuming t h e y  a r e  a c t u a r i a l l y  f a i r  i n  r e l a t i o n  

t o  t h e  a c t u a l  s i n g l e - l i f e  o p t i o n  chosen. That  is, t h e  b e n e f i t  go ing  

t o  t h e  husband when h e  is a l i v e  is reduced from its amount under  t h e  

s i n g l e - l i f e  o p t i o n  i n  o r d e r  t o  h o l d  c o n s t a n t  t o t a l  e x p e c t e d  b e n e f i t s  

go ing  t o  t h e  coup le  o v e r  both  t h e i r  l i v e s .  Hence t h e  l a r g e r  t h e  p e r c e n t -  

a g e  of t h e  s u r v i v o r l s  b e n e f i t  compared t o  t h e  j o i n t  b e n e f i t ,  t h e  s m a l l e r  

is t h e  b e n e f i t  when t h e  husband is a l i v e .  

We t h e n  a d o p t  t h e  o p p o s i t e  assumption:  t h a t  t h e  s u r v i v o r  b e n e f i t  

is t o t a l l y  s u b s i d i z e d .  I n  t h i s  c a s e ,  t h e  b e n e f i t  p a i d  t o  t h e  husband 

when h e  is a l i v e  is n o t  reduced ,  r e g a r d l e s s  o f  t h e  s i z e  o f  t h e  s u r v i v o r  

b e n e f i t .  These two assumptions  o f  a c t u a r i a l  f a i r n e s s  p rov ide  s i x  d i f f e r -  

e n t  e s t i m a t e s  o f  b e n e f i t s  p a i d  t o  t h e  r e t i r e e  and  h i s  widow. Because 

t h e  c o m p l e t e l y  s u b s i d i z e d  j o i n t - l i f e  o p t i o n  assumes no r e d u c t i o n  i n  



t h e  b e n e f i t s  pa id  t o  retirees, b e n e f i t s  p a i d  under any o f  t h e  t h r e e  

j o i n t - l i f e  o p t i o n s  w i l l  be  h i g h e r  t h a n  t h o s e  p a i d  when a c t u a r i a l l y  

f a i r  r e d u c t i o n s  a r e  assumed .  Few pens ion  p l a n s  p r o v i d e  comple te ly  

s u b s i d i z e d  j o i n t - l i f e  b e n e f i t s ,  a l t h o u g h  i t  is n o t  unusual  f o r  t h e  

r e d u c t i o n s  i n  t h e  r e t i r e e s '  b e n e f i t s  t o  be  less t h a n  a c t u a r i a l l y  f a i r .  

Our a s s u m p t i o n  o f  a  t o t a l  s u b s i d y  is ex t reme,  b u t  i t  p r o v i d e s  

a n  e s t i m a t e  o f  t h e  maximum change i n  t h e  wel l -being of  widows t h a t  

would t a k e  p l a c e  i f  a j o i n t - l i f e  b e n e f i t  had been mandated. Likewise ,  

a c t u a r i a l l y  fa i r  r e d u c t i o n s  do n o t  occur  i n  a l l  pension p l a n s .  Because 

ERISA r e q u i r e s  t h a t  t h e  j o i n t - l i f e  a n n u i t y  be a t  l e a s t  a c t u a r i a l l y  

e q u i v a l e n t  t o  t h e  s i n g l e - l i f e  a n n u i t y ,  t h e  e s t i m a t e s  u s i n g  t h i s  assump- 

t i o n  p r o v i d e  minimum e s t i m a t e s  o f  changes i n  income and p o v e r t y  r a t e s .  

Together  t h e  a c t u a r i a l l y  fair  and t o t a l l y  s u b s i d i z e d  pens ion  assumpt ions  

p rov ide  a r a n g e  w i t h i n  which t h e  a c t u a l  change is l i k e l y  t o  l i e .  

A f i n a l  d imension which w i l l  a f f e c t  t h e  s i z e  o f  our  a c t u a r i a l l y  

f a i r  j o i n t - l i f e  b e n e f i t  c a l c u l a t i o n  is t h e  d i s c o u n t  r a t e .  T h i s  is 

b e c a u s e  f o r  e a c h  plan t h e  p r e s e n t  v a l u e  o f  a  s i n g l e - l i f e  and j o i n t -  

l i f e  o p t i o n  over  t h e  expec ted  l i f e t i m e  of t h e  b e n e f i c i a r i e s  must be 

e q u a l .  The i n t e r e s t  rate a c t u a l l y  used by s p e c i f i c  p l a n s  v a r i e s  a c r o s s  

p l a n s  b e c a u s e  o f  d i f f e r e n c e s  i n  i n t e r e s t  a ssumpt ions  and m o r t a l i t y  

e x p e r i e n c e .  We d o  n o t  h a v e  i n f o r m a t i o n  on d i s c o u n t  r a t e s  a c t u a l l y  

u s e d  by p l a n s  cover ing  workers  i n  our  sample ,  and we must t h e r e f o r e  

assume a uniform rate a c r o s s  a l l  b l a n s .  We adopt  a  v a r i e t y  of  d i s c o u n t  

rates. 1 1  

Table  4 shows t h e  s i m u l a t e d  mean y e a r l y  j o i n t - l i f e  pension b e n e f i t s  

f o r  t h o s e  c o u p l e s  who r e p o r t e d  a  b e n e f i t  p r i o r  t o  t h e  husband 's  d e a t h  



Table 4. Estimated Jo in t -L i f e  Pension B e n e f i t s  of Those Who Actua l ly  Received 
Single-Li f  e Pens ion  B e n e f i t s  , U s  ing D i f f e r e n t  Pens ion Assumpt i ons  

J o i n t  Pens ion Type 

Subsidy and 
J o i n t  and 1 / 2  J o i n t  and 2 /3  J o i n t  and F u l l  

Discount Rate 

Husband Widow Husband Widow Husband Widow 

- - - 

F u l l  Subsidy: $7,068 $3,534 $7,068 $4,711 $7,068 $7,068 

No Subsidy, 
d i scount  r a t e :  

2 percent  $5,578 $2,789 $5,075 $3,477 $4,622 $4,622 

3 percent  5,659 2,830 5931 1 3,541 4,731 4,731 

5 percent  5,804 2,902 5,481 3,654 4,933 4,933 

10 percent  6,901 3,041 5,813 3,876 5,342 5,342 

Note: Data a r e  from t h e  Retirement His tory  Study and a r e  r e p o r t e d  i n  1984 
d o l l a r s .  Sample s i z e  is 114. These s imu la t i ons  a r e  f o r  couples  i n  which 
t h e  husband r epo r t ed  pension income p r i p r  t o  h i s  dea th  and e l e c t e d  a s i n g l e -  
l i f e  bene f i t .  The sample is  a l s o  l i m i t e d  t o  t hose  who responded t o  t h e  survey 
fol lowing t h e  f i r s t  r e p o r t  o f  widowhood. 



b u t  who had a c t u a l l y  chosen a s i n g l e - l i f e  b e n e f i t  ( v a l u e s  are i n  1984 

d o l l a r s )  .' The mean a n n u a l  b e n e f i t  a c t u a l l y  r e p o r t e d  by t h e s e  husbands  

was $7,068. Under t h e  assumpt ion t h a t  t h e  j o i n t - l i f e  pens ion  o p t i o n  

is f u l l y  s u b s i d i z e d ,  t h i s  amount would c o n t i n u e  t o  be p a i d  w h i l e  t h e  

husband is a l i v e  and s u r v i v o r  b e n e f i t  would a l s o  be  p a i d  t o  t h e  widow. 

A s  can be s e e n ,  t h i s  would va ry  i n  amount from $3,534 t o  $7,068,  depend- 

i n g  on t h e  t y p e  o f  j o i n t - l i f e  o p t i o n  chosen.  T h i s  is a n  ext reme assump- 

t i o n ,  s i n c e  it is u n l i k e l y  t h a t  firms would be w i l l i n g  t o  b e a r  t h e  

a d d i t i o n a l  expense  o f  s u c h  a change i n  pens ion  r u l e s  w i t h o u t  some down- 

ward a d j u s t m e n t  i n  base  b e n e f i t s .  

When we make t h e  more r e a l i s t i c  a s sumpt ion  t h a t  any j o i n t - l i f e  

o p t i o n  o f f e r e d  t o  m a r r i e d  w o r k e r s  must be t h e  a c t u a r i a l  e q u i v a l e n t  

o f  t h e  s i n g l e - l i f e  o p t i o n  t h e y  a c t u a l l y  c h o s e ,  t h e n  t h e  y e a r l y  b e n e f i t s  

p a i d  t o  t h e  worker when he is a l i v e  and t h e  b e n e f i t  p a i d  t o  h i s  widow 

must f a l l .  

F i n a l l y ,  f o r  a c t u a r i a l l y  f a i r  pens ion  o p t i o n s  we s e e  t h a t  t h e  

h i g h e r  t h e  d i s c o u n t  r a t e  chosen i n  c a l c u l a t i n g  t h e  b e n e f i t s ,  t h e  h i g h e r  

i n  a b s o l u t e  v a l u e  a r e  t h e  husband 's  and widow's b e n e f i t s .  Because 

t h e  d i s c o u n t  r a t e s  used by pens ion  p l a n s  r e f l e c t  e s t i m a t e d  i n t e r e s t  

e a r n i n g s ,  a h i g h e r  d i s c o u n t  r a t e  i m p l i e s  h i g h e r  e x p e c t e d  e a r n i n g s  by 

t h e  p e n s i o n  fund a n d ,  t h e r e f o r e ,  t h e  n e c e s s i t y  o f  s m a l l e r  r e d u c t i o n s  

i n  c u r r e n t  payments t o  pay f o r  f u t u r e  b e n e f i t s .  I t  s h o u l d  be n o t e d  

t h a t  we assume n o  i n f l a t i o n  a d j u s t m e n t ,  s o  t o  t h e  d e g r e e  t h a t  t h e  d i s -  

c o u n t  r a t e  c h o s e n  r e f l e c t s  i n f l a t i o n  e x p e c t a t i o n s ,  t h e  s m a l l e r  w i l l  

be t h e  real va lue  o f  t h e s e  f i x e d  payments i n  t h e  f u t u r e .  



I n  T a b l e  5 we s i m u l a t e  the change i n  p o v e r t y  a n d  mean income 

l e v e l s  t h a t  would have  o c c u r r e d  f o r  t h i s  subsample  o f  c o u p l e s  i f  t h e  

husband had ,  i n s t e a d ,  chosen  t h e  j o i n t - l i f e  o p t i o n .  We show estimates 

u s i n g  a 5 p e r c e n t  d i s c o u n t  rate.  We s i m u l a t e  s i x  d i f f e r e n t  o p t i o n s  

t ha t  d i f f e r  by t h e  j o i n t - l i f e  chosen  and  the  d e g r e e  o f  s u b s i d i z a t i o n .  

The r a t e  i n  the  first column is the a c t u a l  rate t h a t  was e x p e r i e n c e d  

by t h e s e  s i n g l e - l i f e  p e n s i o n e r s .  We compare t h i s  r a t e  w i t h  t h e  r a te  

t ha t  would have  been  r e c o r d e d  if t h e  s i m u l a t e d  b e n e f i t s  had  b e e n  p a i d  

t o  the husband p r i o r  t o  h i s  d e a t h  a n d  t o  h i s  widow. 

A l l  t h e  s i m u l a t e d  j o i n t - l i f e  o p t i o n s  would d r a m a t i c a l l y  r e d u c e  

p o v e r t y  l e v e l s  d u r i n g  widowhood. The a c t u a r i a l l y  f a i r  jo in t -and-one-  

half  o p t i o n  would r e d u c e  p o v e r t y  rates o v e r  50 p e r c e n t  i n  widowhood. 

To pay  f o r  t h e s e  b e n e f i t s ,  t h e  c o u p l e l s  income when t h e  husband is 

a l i v e  would be r educed .  But i n  o u r  sample  no  i n c r e a s e  i n  p o v e r t y  is 

found i n  the prewidowhood p e r i o d .  Somewhat s u r p r i s i n g l y ,  more g e n e r o u s  

b u t  ac t u a r i a l l y  fair  s u r v i v o r s h i p  b e n e f i t s  have  n o  a d d i t i o n a l  e f f e c t  

on  p o v e r t y  rates f o r  c o u p l e s  and  l i t t l e  effect  on p o v e r t y  rates when 

widowed. T h i s  s u g g e s t s  t h a t  w h i l e  payment o f  t h e  l e g i s l a t i v e l y  r e q u i r e d  

50 p e r c e n t  s u r v i v o r l s  b e n e f i t  w i l l  raise s u b s t a n t i a l  numbers o f  women 

above p o v e r t y ,  a d d i t i o n a l  i n c r e m e n t s  above t h i s  amount w i l l  have  o n l y  

a small a d d i t i o n a l  e f f e c t .  Only when t h e  j o i n t - l i f e  o p t i o n  is s u b s i d i z e d  

o r  when b e n e f i t s  p a i d  t o  widows are e q u a l  t o  t h o s e  p a i d  t o  t h e  husband 

do p o v e r t y  r a t e s  f a l l  fu r the r  f o r  widows. 

Because we a r e  n o t  l i m i t e d  t o  measur ing  t h e  change a r o u n d  a s i n g l e  

income amount,  o u r  o t h e r  measure  o f  a v e r a g e  well-being--mean income-- 

is more s e n s i t i v e  t o  changes  i n  the  j o i n t - l i f e  b e n e f i t  amount. P e n s i o n  



Table 5. Actual  Well-Being of  Single-Life  B e n e f i c i a r i e s  and S imula t ions  of 
Well-Being i f  Jo in t -L i f e  Pension had been Chosen 

(Assuming a  5 percent  d i scount  r a t e )  

Actual  No Subsidy F u l l  Subsidy 

Marriage 
S t a t e  

J o i n t  J o i n t  J o i n t  J o i n t  J o i n t  J o i n t  
and and and and and and 
1 /2  2/3 100% 1 /2  2 1  3 100% 

Wives 

poverty r a t e  4.4% 4.4% 4.4% 4.4% 4.4% 4.4% 4.4% 

Mean income $19,144 $18,269 $18,046 $17,670 $19,144 $19,144 $ 1 9 ~ ~ ~ ~  

Widows 

poverty r a t e  16.7% 7.9% 7.9% 6.1% 7.9% 6.1 % 4.4% 

Mean income $9,588 $1 1,629 $12,222 $13,145 $12,136 $12,985 $14,682 

Note: Data a r e  from t h e  Retirement His tory  Study and a r e  r e p o r t e d  i n  1984 dol- 
l a r s .  Sample s i z e  is 114. These s imu la t i ons  a r e  f o r  couples  i n  which t h e  husband 
r e p o r t e d  pension income p r i o r  t o  h i s  dea th  and e l e c t e d  a  s i n g l e - l i f e  b e n e f i t .  
The sample is a l s o  l i m i t e d  t o  t hose  who responded t o  t h e  survey  fo l lowing  t h e  
f i r s t  r e p o r t  of  widowhood. 



b e n e f i t s  f a l l  w h i l e  t h e  husband is a l i v e  t o  pay f o r  a c t u a r i a l l y  f a i r  

s u r v i v o r  b e n e f i t s ,  s o  t h e  a v e r a g e  income d u r i n g  m a r r i a g e  f a l l s  f o r  

c o u p l e s .  The l a r g e r  t h e  s u r v i v o r  b e n e f i t  t h e  g r e a t e r  is t h e  f a l l .  

B u t  t h e  a d d e d  s u r v i v o r  b e n e f i t s  s u b s t a n t i a l l y  i n c r e a s e  a v e r a g e  

income d u r i n g  widowhood. Hence, w h i l e  t h e  a c t u a l  a v e r a g e  income o f  

o u r  sample f e l l  by n e a r l y  50 p e r c e n t  o f  t h e  income o f  t h e  c o u p l e ,  i n  

o u r  j o i n t - a n d - o n e - h a l f  s i m u l a t i o n  widows'income is a l m o s t  t w o - t h i r d s  

o f  a v e r a g e  income when mar r i ed .  I n c r e a s i n g  t h e  s u r v i v o r s h i p  b e n e f i t  

t o  t w o - t h i r d s  o r  1 0 0  p e r c e n t  i n c r e a s e s  income i n  widowhood by j u s t  

o v e r  t w o - t h i r d s  and j u s t  o v e r  t h r e e - f o u r t h s  o f  t h e  income when m a r r i e d .  

The s i m u l a t i o n s  p r e s e n t e d  above s u g g e s t  t h a t ,  a l l  else h e l d  con- 

s t a n t ,  r e q u i r i n g  h u s b a n d s  who c h o s e  s i n g l e - l i f e  pens ion  o p t i o n s  t o  

choose  even  t h e  least  generous  j o i n t - l i f e  pens ion  would have a s u b s t a n -  

t i a l  e f f e c t  i n  i n c r e a s i n g  t h e  wel l -being o f  t h e i r  widows. T h i s  is 

t r u e  w i t h  r e s p e c t  t o  p o v e r t y  r a t e s  and even  more s o  w i t h  r e g a r d  t o  

c h a n g e s  i n  mean income. Although incomes o f  c o u p l e s  f a l l  somewhat, 

t h e  payment o f  s u r v i v o r s h i p  b e n e f i t s  b o o s t s  widowsf incomes s u b s t a n t i a l -  

l y  * 

The e f f e c t  o f  t h i s  p o l i c y  change on o v e r a l l  p o v e r t y  r a t e s  o f  

widows i n  o u r  s a m p l e  is f a r  smaller, because  s i n g l e - l i f e  p e n s i o n e r s  

a r e  o n l y  3 4  p e r c e n t  o f  a l l  e v e n t u a l l y  widowed c o u p l e s  i n  o u r  sample  

( s e e  Tab le  1 ) and a r e  a n  even smaller p e r c e n t a g e  o f  e v e n t u a l l y  widowed 

c o u p l e s  whose  widows a r e  poor.  Tab le  6 r e p e a t s  t h e  s i m u l a t i o n s  i n  

T a b l e  5 b u t  shows t h e  changes  i n  pover ty  f o r  a l l  e v e n t u a l l y  widowed 

c o u p l e s  i n  o u r  sample .  These c o u p l e s  i n c l u d e  t h o s e  i n  which t h e  husband 

was n o t  e l i g i b l e  f o r  a pens ion ,  d i d  n o t  choose  a  j o i n t - l i f e  a n n u i t y ,  



Table 6. Actual Poverty Rates and Simulat ions under Jo in t -L i f e  Pension 
Assumptions before  and a f t e r  the  Deaths of Their Husbands 

(assuming a  5 percent  d i scount  r a t e )  

Actual No Subsidy F u l l  Subsidy 

Marriage 
S t a t e  

J o i n t  J o i n t  J o i n t  J o i n t  J o i n t  J o i n t  
and and and and and and 
1 / 2  213 100% 1 /2  213 100% 

Wives 14.2 14.2 14.2 14.2 14.2 14.2 14.2 

Widows 26.1 21.7 21.7 21 .O 21.7 21 .O 20.4 

Note: Data a r e  from t h e  Retirement History Study. Incomes a r e  from t h e  
l a s t  survey before  and t h e  survey fol lowing t h e  f i r s t  r e p o r t  of widowhood 
and a r e  r epo r t ed  i n  1984 d o l l a r s .  The sample inc ludes  only  those  couples  
i n  which t h e  husband d i ed  between t h e  1969 and 1977 surveys.  



o r  d i e d  p r i o r  t o  r e t i r e m e n t  b u t  e l e c t e d  a s i n g l e - l i f e  r e t i r e m e n t  o p t i o n .  

Requi r ing  a j o i n t - l i f e  a n n u i t y  would n o t  a f f e c t  t h e  f i r s t  two groups  

o f  c o u p l e s .  Because we had no i n f o r m a t i o n  o n  t h e  pens ion  amount o f  

t h e  l a s t  g roup  o f  husbands and t h e i r  widows, we assume t h a t  comparable 

c h a n g e s  i n  t h e  i n c i d e n c e  o f  pover ty  would have o c c u r r e d  f o r  them a s  

t h o s e  s i m u l a t e d  ( i n  Table  5 )  f o r  t h e  widows o f  men a f t e r  r e t i r e m e n t . 1 3  

The h a r d  r e a l i t y  is t h a t  even i f  pens ion  r u l e s  f o r c e d  more e q u a l  

s h a r i n g  o f  r e s o u r c e s ,  pover ty  r a t e s  o f  a l l  widows would n o t  d e c l i n e  

d r a m a t i c a l l y .  T h i s  is n o t  o v e r l y  s u r p r i s i n g ,  s i n c e  t h e  husbands o f  

t h e  g r e a t  m a j o r i t y  o f  poor widows were never  e l i g i b l e  f o r  pens ions .  

N e v e r t h e l e s s ,  p o v e r t y  r a t e s  would f a l l  t o  some degree .  Again, t h e  

g r e a t e s t  e f f e c t  o n  p o v e r t y  r a t e s  would r e s u l t  from t h e  awarding o f  

some s u r v i v o r s h i p  b e n e f i t s  t o  widows whose husbands had p e n s i o n s  ; more 

generous  b e n e f i t s  would reduce  pover ty ,  bu t  o n l y  s l i g h t l y  more. 

Conclus i o n s  

There  can be l i t t l e  q u e s t i o n  t h a t ,  on a v e r a g e ,  aged women have 

h i g h e r  l e v e l s  of pover ty  and lower  mean incomes when t h e y  become widowed 

t h a n  when t h e y  w e r e  m a r r i e d .  Using l o n g i t u d i n a l  d a t a  and s t a n d a r d  

measures o f  wel l -being,  we f i n d  ev idence  t o  q u e s t i o n  t h e  premise  t h a t  

e q u a l  s h a r i n g  o c c u r s  a c r o s s  t h e  l i f e  o f  bo th  mar r iage  p a r t n e r s .  

Comparing t h e  incomes o f  women as widows and a s  wives  i n d i c a t e s  

t h a t  t h e  a v e r a g e  woman s u f f e r s  a g r e a t e r  d e c l i n e  i n  income a f t e r  h e r  

husband 's  d e a t h  t h a n  is assumed by t h e  most commonly used e q u i v a l e n c e  

s c a l e s  r e f l e c t i n g  d e c l i n e  i n  household needs  as household s i z e  d e c l i n e s .  

The average  widow i n  our  sample h a s  abou t  one-half  o f  t h e  income s h e  

and h e r  husband had i n  t h e  y e a r  b e f o r e  h i s  d e a t h .  T h i s  compares w i t h  



o f f i c i a l  government  e q u i v a l e n c e  s c a l e s  t h a t  s u g g e s t  a widow r e q u i r e s  

80 p e r c e n t  o f  t h e  income o f  c o u p l e s  of comparable  a g e .  

The l e v e l  o f  we l l -be ing  o f  e l d e r l y  women as t h e y  move from wives  

t o  widows i s  s u b s t a n t i a l l y  a f f e c t e d  by p e n s i o n  e l i g i b i l i t y  a n d  s u r v i v o r -  

s h i p  c h o i c e .  Those women whose husbands  are n o t  e l i g i b l e  f o r  a p r i v a t e  

p e n s i o n  are worse  o f f ,  b o t h  as wives  a n d  widows, t h a n  women wi th  pens ion-  

e l i g i b l e  h u s b a n d s .  I n  widowhood,  t h o s e  women whose husbands  c h o s e  

a s i n g l e - l i f e  o p t i o n  a re  worse  o f f  t h a n  women whose husbands  c h o s e  

a j o i n t - l i f e  o p t i o n .  But  t h i s  is i n  p a r t  because  t h e y  were a l s o  worse  

o f f  when m a r r i e d .  I n  o u r  a n a l y s i s ,  a l l  women, r e g a r d l e s s  o f  p e n s i o n  

e l i g i b i l i t y  o r  a n n u i t y  c h o i c e ,  are worse  o f f  as widows t h a n  as wives .  

I n  fact ,  widows o f  j o i n t - l i f e  p e n s i o n e r s  s u f f e r  t h e  l a r g e s t  p e r c e n t a g e  

d e c l i n e  i n  income. Hence i t  is n o t  p o s s i b l e  t o  a r g u e  f rom o u r  f i n d i n g s  

t h a t  husbands  who choose  a s i n g l e - l i f e  p e n s i o n  o p t i o n  are less c o n c e r n e d  

a b o u t  t h e  w e l l - b e i n g  o f  t h e i r  w ives  a f t e r  t h e i r  own d e a t h  t h a n  t h o s e  

husbands  who c h o o s e  j o i n t - l i f e  p e n s i o n  o p t i o n s .  

R e q u i r i n g  a l l  m a r r i e d  men t o  c h o o s e  j o i n t - l i f e  p e n s i o n s  would 

have  a s u b s t a n t i a l  effect o n  t h e  mean income a n d  p o v e r t y  rates o f  widows 

of men who a c t u a l l y  c h o s e  a s i n g l e - l i f e  o p t  i o n ,  a s suming  n o  o t h e r  c h a n g e s  

i n  b e h a v i o r .  It would lead t o  s m a l l e r  d r o p s  i n  income a n d  r e s u l t  i n  

lower p o v e r t y  rates f o r  widows i n  t h e  first y e a r s  a f ter  t h e  d e a t h  o f  

t h e  husband.  But  even  if t h i s  g o a l  c o u l d  be  accompl i shed ,  i t  would 

have  a much smaller e f fec t  o n  t h e  g e n e r a l  c o n d i t i o n  o f  widows, s i n c e  

o n l y  a small  f r a c t i o n  o f  widows who are poor  had husbands  who were 

e l i g i b l e  f o r  p e n s i o n  b e n e f i t s  i n  t h e  first p l a c e .  



These s i m u l a t i o n  r e s u l t s  a r e  o n  t h e  upper  boundary o f  t h e  a c t u a l  

r e s u l t s  o f  a p o l i c y  r e q u i r i n g  a l l  mar r ied  men t o  choose  j o i n t - l i f e  

p e n s i o n s .  I t  i s  p o s s i b l e  t h a t  t h e  beques t  of o t h e r  a s s e t s  w i l l  be 

a d j u s t e d  t o  o f f s e t  t h e  a d d i t i o n a l  pension b e n e f i t s  t o  t h e  widow. Hence 

i f  h u s b a n d s ,  a l o n e  o r  w i t h  t h e  consen t  o f  t h e i r  wives ,  b e l i e v e  t h a t  

t h e  way i n  which  t h e y  now a l l o c a t e  r e s o u r c e s  a c r o s s  t h e i r  l i f e t i m e s  

i s  t h e  c o r r e c t  o n e ,  t h e n  o u r  s i m u l a t i o n s  o v e r s t a t e  t h e  i n c r e a s e  i n  

t h e  we l l -be ing  o f  widows t h a t  w i l l  occur  from t h i s  pens ion  p o l i c y  change.  

Two p i e c e s  o f  e v i d e n c e  s u g g e s t  t h a t  some o f f s e t  is l i k e l y .  F i r s t ,  

t h e  d rop  i n  income o f  women whose husbands chose  t h e  j o i n t - l i f e  o p t i o n  

was n o t  s u b s t a n t i a l l y  d i f f e r e n t  from t h a t  o f  s i n g l e - 1  i f e - o p t i o n  widows. 

T h i s  s u g g e s t s  t h a t  f o r  men who chose  a j o i n t - l i f e  o p t i o n ,  t h e  s u r v i v o r ' s  

b e n e f i t  may have been a replacement  f o r  o t h e r  t y p e s  o f  assets t h a t  

c o u l d  i n s t e a d  h a v e  b e e n  b e q u e a t h e d  t h e  wife--e.g. ,  o t h e r  f i n a n c i a l  

a s s e t s .  

S e c o n d ,  t h e  p e n s i o n  o p t i o n  c h o i c e  is  n o t  random. H o l d e n ,  - 
Burkhauser ,  and  Myers (1986b) f i n d ,  f o r  i n s t a n c e ,  t h a t  men i n  househo lds  

w i t h  l o w e r  l e v e l s  o f  w e a l t h  t e n d  t o  choose t h e  s i n g l e - l i f e  o p t i o n .  

F o r c i n g  s u c h  men t o  take a n  a c t u a r i a l l y  fair  j o i n t - l i f e  o p t i o n  may 

induce  them t o  compensate f o r  t h e  r e d u c t i o n  i n  b e n e f i t s  d u r i n g  t h e i r  

l i f e t i m e  w i t h  a f a s t e r  consumption o f  o t h e r  j o i n t  r e s o u r c e s .  

Hence, from a  p u b l i c  p o l i c y  p e r s p e c t i v e  renewed e f f o r t s  t o  d i r e c t  

t h e  a n n u i t y  c h o i c e  toward t h e  j o i n t - l i f e  o p t i o n  may have more l i m i t e d  

l o n g - t e r m  s u c c e s s  i n  c h a n g i n g  t h e  d i s t r i b u t i o n  o f  r e s o u r c e s  a c r o s s  

t h e  l i v e s  of mar r iage  p a r t n e r s  and even l e s s  s u c c e s s  i n  changing t h e  

wel l -being o f  most widows i n  o l d  age.  None the less ,  i t  w i l l  t o  some 



degree a s s u r e  t o  women whose husbands a r e  e l i g i b l e  f o r  pension b e n e f i t s  

a  minimum s h a r e  of t h e s e  b e n e f i t s  i n  widowhood. And i t  may reduce  

t h e  chances t h a t  t h e s e  women w i l l  become poor i n  t h e i r  o l d  age. 



APPENDIX 

Data f o r  t h i s  s t u d y  a r e  drawn from male respondents  who were marr ied  

a t  t h e  t ime o f  t h e  i n i t i a l  i n t e rv i ew  of t h e  RHS. For our  purposes ,  

we r e q u i r e  t h a t  t h e  respondent  e i t h e r  remain mar r ied  t o  t h e  same wife 

t h roughou t .  t h e  e n t i r e  t e n  y e a r s  o f  t h e  s t u d y  (3 ,233)  o r  d i e  w i t h  t h e  

s u r v i v i n g  spouse consen t ing  t o  a t  l e a s t  one post-widowhood i n t e r v i e w  

1 , 1 1 3 .  I n  o r d e r  t o  i d e n t i f y  key v a r i a b l e s ,  t h e s e  widows must have 
. . .  

p a r t i c i p a t e d  i n  a t  l e a s t  one i n t e r v i e w  a f t e r  t h e  one  conducted i n  1973. 

P e n s i o n  e l i g i b i l i t y  is based on q u e s t i o n s  asked  o f  t h e  husband 

w h i l e  h e  was stil l  a l i v e .  He must have e i t h e r  r e p o r t e d  r e c e i p t  of 

pension income o r  r e p o r t e d  t h a t  he  would be e l i g i b l e  t o  r e c e i v e  a pension 

i n  t h e  f u t u r e .  The f u t u r e  pension ques t i ons  were asked about  any j ob  

he h e l d  du r ing  t h e  cou r se  o f  t h e  survey,  a l o n g  wi th  t h e  l o n g e s t  job  

he had he ld  and t h e  job  h e  he ld  p r i o r  t o  t h e  j ob  r e p o r t e d  i n  t h e  1969 

survey .  While t h i s  may l e a d  u s  t o  i nc lude  as pension e l i g i b l e  some 

h u s b a n d s  who we re  m i s t a k e n  a b o u t  t h e i r  f u t u r e  pens ion  r e c e i p t ,  any 

d e c i s i o n s  concerning t h e  d i v i s i o n .  of  a s s e t s  i n  t h e  even t  of h i s  dea th  

would have been made wi th  t h e  b e l i e f  t h a t  such  b e n e f i t s  would e v e n t u a l l y  

be r ece ived .  We e l i m i n a t e  t h o s e  households  f o r  whom we cannot  de te rmine  
. . 

such e l i g i b i l i t y .  

The pension o p t i o n  chosen by t h e  husband can  o n l y  be determined 

with  our  d a t a  f o r  t h e  households i n  which t h e  husband d i e s  b e f o r e  t h e  

end of  t h e  s t udy .  The husband is never  asked whether h e  had t h e  o p t i o n  

t o  e l e c t  a j o i n t - l i f e  pension o r  what t h e  b e n e f i t s  would be under t h e  

o p t i o n s  a v a i l a b l e .  Thus we must r e l y  upon q u e s t i o n s  asked o f  widows 

concerning r e c e i p t  of s u r v i v o r s h i p  b e n e f i t s  from t h e i r  husbands'  pen- 



s i o n s .  Those widows f o r  whom we a r e  unab le  t o  de te rmine  which o p t i o n  

was s e l e c t e d  a r e  e l i m i n a t e d  from t h e  sample. Those widows who r e c e i v e  

a  lump-sum payment o f  s u r v i v o r s  b e n e f i t s  are e l i m i n a t e d  from a n a l y s i s .  

( I n c l u s i o n  o f  t h i s  group a s  j o i n t - l i f e  r e c e i p i e n t s  does  n o t  a l t e r  t h e  

r e s u l t s .  ) 

For  t h e  s i m u l a t i o n ,  t h e  s i n g l e - l i f e - p e n s i o n  widows a r e  f u r t h e r  

r e s t r i c t e d  t o  i nc lude  o n l y  t hose  households  i n  which t h e  husband r e p o r t e d  

a con t inuous  pension b e n e f i t .  Thus we a r e  a b l e  t o  compute t h e  wea l th  

va lue  o f  t h e  pension. Th i s  is done by c a l c u l a t i n g  t h e  p r e s e n t  d i s coun t ed  

va lue  o f  t h e  f u t u r e  s t r e am of  pension income. We weight each  y e a r ' s  

r e c e i p t  by t h e  p r o b a b i l i t y  t h a t  t h e  husband w i l l  l i v e  u n t i l  t h a t  year .  

The m o r t a l i t y  f i g u r e s  a r e  g e n e r a l ,  t h u s  t hey  do n o t  correspond e x a c t l y  

w i t h  t h e  l i f e  expec t ancy  of  t h e  i n d i v i d u a l s .  Because t h e  v a l u e  o f  

p e n s i o n  income is i n  c o n s t a n t  d o l l a r  terms, t h e  i n t e r e s t  r a t e  would 

r e f l e c t  t h e  e x p e c t e d  e a r n i n g s  on t h e  a n n u i t y  and t h e  expec ted  ra te  

o f  i n f l a t i o n .  

Simulated pension b e n e f i t s  a r e  c a l c u l a t e d  by d i v i d i n g  t h e  c a l c u l a t e d  

p r e s e n t  v a l u e  o f  t h e  pension by a  combinat ion of t h e  p r e s e n t  v a l u e  

i n t e r e s t  f a c t o r s  f o r  t h e  husband and wife, both weighted by t h e  p robab i l -  

i t y  of being a l i v e  i n  each  o f  t h e  subsequent  yea r s .  The spouse ' s  f a c t o r  

is weighted by t h e  proper  f r a c t i o n  of  t h e  husband 's  b e n e f i t s .  

We r e s t r i c t  t h e  sample t o  i nc lude  o n l y  t h o s e  widows who responded 

t o  a second i n t e r v i e w  as a  widow. The second i n t e r v i e w  is p r e f e r a b l e  

t o  t h e  first because,  i n  o r d e r  t o  c o r r e c t l y  examine t h e  first pe r iod  

o f  widowhood, t h e  sample s i z e  must be reduced d r a s t i c a l l y  ( s e e  Holden, 

Burkhauser,  and Myers, 1985, f o r  a d i s c u s s i o n  o f  t h i s  problem).  Thus 



t h e  income y e a r  u s e d  f o r  e v e n t u a l l y  widowed coup l e s  cou ld  be up t o  

two y e a r s  be fo r e  t h e  husband a c t u a l l y  d i ed .  Likewise ,  t h e  income i n  

widowhood cou ld  be up t o  t h r e e  y e a r s  a f t e r  h i s  dea th .  

Tab l e s  4 and 5 a r e  p resen ted  o n l y  f o r  t h o s e  s i n g l e - l i f e  r e c i p i e n t s  

who respond t o  a t  l e a s t  two su rveys  as a widow. I n  Table  6 we assume 

t h a t  t h e  changes o f  t h o s e  widows examined i n  Tab les  4 and 5 a r e  r ep r e sen -  

t a t i v e  o f  a l l  s i n g l e - l i f e  widows, r e g a r d l e s s  o f  whether t h e i r  husbands 

a c t u a l l y  r e ce ived  pension income p r i o r  t o  h i s  dea th .  Tests of  d i f f e r e n c e s  

Support  t h i s  proposition f o r  t h e  per iod  o f  widowhood. 



NOTES 

1. A major change i n  t h e  s o c i a l  s e c u r i t y  program r e g a r d i n g  s u r v i v -  

o r s '  b e n e f i t s  o c c u r r e d  i n  1972. A t  t h a t  t i m e ,  b e n e f i t s  p a i d  t o  a work- 

er 's  widow were i n c r e a s e d  from 82.5 p e r c e n t  t o  100 p e r c e n t  o f  t h e  work- 

er 's pr imary i n s u r a n c e  amount. T h i s  e f f e c t i v e l y  changed s o c i a l  s e c u r i t y  

from a jo int -and-55-percent  t o  a jo in t -and- two- th i rds  a n n u i t y .  

2 .  Holden, Burkhauser ,  and Myers (1986a)  f o l l o w  a sample  o f  aged 

mar r i ed  women o v e r  t h e  t en -year  p e r i o d  of t h e  Re t i r ement  H i s t o r y  S t u d y  

a n d  show t h a t  women who remained mar r i ed  o v e r  t h a t  p e r i o d  were n o t  

o n l y  b e t t e r  o f f  t h a n  t h o s e  who became widowed i n  any g i v e n  y e a r ,  b u t  

t h a t  t h e y  were b e t t e r  o f f  t h a n  t h o s e  widows had been when t h e i r  husbands 

were a l i v e .  

3 .  Men were n o t  q u e s t i o n e d  a b o u t  t h e i r  pens ion-op t ion  c h o i c e  

i n  t h e  RHS. We i n f e r r e d  t h i s  c h o i c e  from q u e s t i o n s  a s k e d  of widows 

a b o u t  t h e  s o u r c e  o f  t h e i r  pens ion  income. U n f o r t u n a t e l y ,  no s u c h  i n f e r -  

ence  can be made i f  t h e  husband l i v e d  th roughout  t h e  s u r v e y .  Hence 

o u r  s i m u l a t i o n s  a r e  r e s t r i c t e d  t o  mar r i ed  men who d i e d  o v e r  t h e  p e r i o d .  

A d e t a i l e d  d e s c r i p t i o n  of  t h e  development o f  o u r  p e n s i o n - e l i g i b i l i t y  

a n d  p e n s i o n - o p t i o n  v a r i a b l e s  i s  i n c l u d e d  i n  Myers, Burkhauser ,  and  

Holden,  1986. 

4. Our r e p o r t e d  rates of pens ion  e l i g i b i l i t y  c a n n o t  be compared 

d i r e c t l y  w i t h  t h o s e  r e p o r t e d  i n  o t h e r  s t u d i e s  o f  t h e  aged  p o p u l a t i o n .  

T h i s  is because  w e  d e f i n e d  husbands e l i g i b l e  f o r  p e n s i o n s  as bo th  t h o s e  

r e c e i v i n g  pension income and t h o s e  who d o  n o t  r e c e i v e  b u t  a r e  e l i g i b l e  

o r  w i l l  be  e l i g i b l e  f o r  a  pension.  



5 .  Because our  sample is drawn from men who d ied  e a r l i e r  t h a n  

a v e r a g e ,  we may o v e r s t a t e  t h e  inc idence  o f  j o i n t - l i f e  b e n e f i t s  f o r  

t h e  e n t i r e  populat ion.  I f  t h e  men i n  our sample a r e  aware o f  t h e i r  

higher  -than-average p r o b a b i l i t y  of dea th ,  t h e  j o i n t - 1  i f e  pension would 

be more l i k e l y  t o  be chosen t h a n  a  s i n g l e - l i f e  pension. This  is t h e  

c a s e  b e c a u s e  even  a c t u a r i a l l y  f a i r  pension o p t i o n s  a r e  s o  on ly  f o r  

men with average l i f e  expectancy f o r  t hose  i n  t h e  p lan .  

6 .  A s  w i t h  t h e  o f f i c i a l  poverty measure, income is de f ined  a s  

p r e t a x  income,  i n c l u d i n g  cash t r a n s f e r s  but  exc luding  c a p i t a l  ga in s  

and in-kind t r a n s f e r s .  We a l s o  cons ider  on ly  r epo r t ed  income, ignor ing  
. . 

t h a t  which is a v a i l a b l e  but  no t  r e a l i z e d  ( s e e  Burkhauser and Wilkinson, 

7. The poverty t h r e sho ld  i n  1984 d o l l a r s  f o r  a  couple  was $6,983 

i f  t h e  husband was under 65 y e a r s  of  age  and $6,282 i f  he  was 65 o r  

o l d e r .  The corresponding th re sho lds  f o r  s i n g l e  i n d i v i d u a l s  were $5,400 

and $4,979 (U.S. Department of  Health and Human S e r v i c e s ,  1985) .  

8 .  The RHS, l i k e  most o t h e r  income surveys ,  determines m a r i t a l  

s t a t u s  a t  t h e  time of t h e  i n t e rv i ew  but  uses  income from t h e  prev ious  

year .  Holden, Burkhauser, and Myers (1985) show t h a t  t h i s  s y s t e m a t i c a l l y  

unde r s t a t e s  t h e  income a v a i l a b l e  t o  new widows. To avoid  t h i s  problem, 

we use t h e  income i n  t h e  second per iod  of  r epo r t ed  widowhood. 

9. Poverty r a t e s  o f  married couples  d i f f e r  s i g n i f i c a n t l y  by pension 

e l i g i b i l i t y  of t h e  husband ( e l i g i b l e  o r  n o t  e l i g i b l e )  and by t h e  pension- 

op t ion  choice  ( s i n g l e  o r  j o i n t - l i f e ) .  Thus, while  marr ied ,  j o i n t - l i f e  

couples  a r e  b e t t e r  o f f  t han  s i n g l e - l i f e  couples ,  who i n  t u r n  a r e  b e t t e r  

o f f  than  non-pension-el igible  couples .  These d i f f e r e n c e s  a r e  s i g n i f i c a n t  



a t  the 1 percent level.  In widowhood, however, widows whose husbands 

elected s ing le - l i fe  benefits and those whose husbands were never e l i g ib l e  

for a pension a re  not s ignif icant ly  d i f fe ren t  in terms of the i r  mean 

income. When these two groups are  compared t o  j o in t - l i f e  widows, a 

t e s t  of differences is s ignif icant  a t  the 1 percent level .  

10. In our sample some husbands died before becoming 65, and 

by the f i r s t  income year of widowhood the i r  widows were 65 or older.  

O f f i c i a l  poverty l i n e  equivalence scales  for  t h i s  type of household 

s e t  t h e  income needs of the widow a t  only 71 percent of the  couple 

s c a l e .  Even t h i s  is well above the incomes of women in our sample 

a s  widows, compared to  their  incomes when married. The 80 percent 

r a t i o  is the r a t i o  of ttie poverty threshold for couple households w i t h  

a male head over age 65 and s ingle  female households over age 65, a s  

e s t a b l i s h e d  b y  t h e  S o c i a l  Secu r i ty  Administration (U.S. Department 

of Health and Human Services, 1985). This r a t i o  is near t ha t  found 

by Colasanto, Kapteyn, and van der Gaag (1984) when equivalence scales  

a r e  based on people's subjective perceptions of income needs as asked 

i n  a survey question. 

1 1 .  See Myers, Burkhauser, and Holden (1986) for a detai led discus- 

sion of the procedures used to  simulate our j o in t - l i f e  option values. 

12. In  Table 1 we ident i f ied 281 widows whose husband chose a 

s ing le - l i fe  pension option. Our simulations a re  based on informat ion 

concerning 1 1 4  of these widows. The reduction is  necessary since we 

can e s t ima te  pension b e n e f i t s  only f o r  those widows whose husbands 

received a pension prior t o  h i s  death. While those who actual ly  received 



s u c h  b e n e f i t s  were b e t t e r  o f f  while  marr ied t h a n  t h o s e  who d i d  n o t ,  

t h e r e  is no s i g n i f i c a n t  d i f f e r e n c e  between t h e  groups whi le  widowed. 

13. Although t h e  sample of women used i n  t h e  s imu la t i on  do n o t  

d i f f e r  f rom t h o s e  s i n g l e - l i f e  widows whose husbands d i d  no t  r e c e i v e  

a pension,  they a r e  s i g n i f i c a n t l y  b e t t e r  o f f  a s  couples .  I t  may be 

t h a t  t hose  husbands who never r ece ived  a pension would have been e l i g i b l e  

f o r  lower b e n e f i t s  than those  used. Thus, t h e  e s t ima ted  decrease  i n  

poverty r a t e s  may be a n  overstatement  of  t h e  a c t u a l  r educ t ion .  
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