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Abs t r ac t  

I n  t h i s  paper we examine t h e  economic and fami ly  de te rminan ts  of 

mar r ied  women's r e t i r emen t  behavior.  A model of wives '  r e t i r emen t  

behavior  i s  developed and t e s t e d  e m p i r i c a l l y  us ing  d a t a  on working 

mar r ied  women. Est imated response parameters  a r e  compared t o  those  

ob t a ined  p r ev ious ly  f o r  male workers. Our f i n d i n g s  a r e  d i r e c t l y  r e l evan t  

t o  po l i cy  ques t i ons  regard ing  pension and S o c i a l  S e c u r i t y  reform. 



Married Women's Retirement Behavior 

Though many a n a l y s t s  have s t ud i ed  t h e  f a c t o r s  drawing women i n t o  t h e  

l a b o r  market,  l e s s  a t t e n t i o n  has  been focused on t h e  process  by which 

women withdraw from market work, p a r t i c u l a r l y  a t  o l d e r  ages. This  paper 

s eeks  t o  f i l l  t h e  gap by examining t h e  economic and fami ly  de te rminan ts  

of marr ied women's r e t i r emen t  behavior.  

P rev ious  l i t e r a t u r e  on wives '  r e t i r emen t  p a t t e r n s  o f f e r s  l i t t l e  ana- 

l y t i c a l  d i r e c t i o n .  We t h e r e f o r e  t u r n  t o  s t u d i e s  of r e t i r emen t  among male 

workers  t o  develop a model, r ecogniz ing  t h a t  men's r e t i r emen t  has been 

viewed i n  a r e l a t i v e l y  s imple  framework which focuses  mainly on economic 

de t e rminan t s  of r e t i r emen t  outcomes.1 I n  c o n t r a s t ,  i t  i s  pos tu l a t ed  here  

t h a t  marr ied women's r e t i r emen t  behavior  is  a more complex phenomenon, 

a f f e c t e d  by both economic and fami ly  cons ide r a t i ons .  Sec t i on  I d e s c r i b e s  

t h e  approach t o  women's r e t i r emen t  behavior  w i t h i n  a fami ly  con tex t .  The 

e m p i r i c a l  a n a l y s i s  uses  t h e  Longi tud ina l  Ret i rement  H i s to ry  Survey 

(LRHS), descr ibed  i n  Sec t i on  11. Estimated response parameters  appear  i n  

S e c t i o n  111, and a r e  compared t o  those  es t imated  prev ious ly  f o r  male 

workers.  Findings  a r e  d i scussed  i n  t h e  con tex t  of r e t i r emen t  income 

p o l i c y  i n  S e c t i o n  I V .  

I. MODELING WIVES' RETIREMENT PATTERNS 

Prev ious  r e sea r ch  on married women's r e t i r emen t  behavior  c o n s i s t s  

mainly of c ro s s - s ec t i ona l  emp i r i c a l  ana lyses ,  i n i t i a t e d  by Bowen and 

F inegan ' s  c l a s s i c  l a b o r  supply s t udy  (1969). Most r e l e v a n t  t o  t h e  pres- 

e n t  s t udy  is  t h e i r  m u l t i v a r i a t e  l a b o r  f o r c e  p a r t i c i p a t i o n  model es t imated  



u s i n g  1960 Census d a t a  on wives aged 55-64 and 65-74. Two s i g n i f i c a n t  

f i n d i n g s  emerge from t h a t  a n a l y s i s :  o lde r  wives appear  t o  work l e s s  when 

t h e i r  spouses  a r e  r e t i r e d  and when family  income is g r e a t e r .  

Subsequent r e s ea r ch  on o l d e r  wives '  l a b o r  f o r c e  withdrawal  appears  i n  

s t u d i e s  by Hen re t t a  and O'Rand (1980, 1983),  who examine s e v e r a l  d i f f e r -  

e n t  waves of t h e  LRHS t o  e s t a b l i s h  t h e  p reva lence  of r e t i r emen t  p a t t e r n s  

among women.2 Most impor tan t  f o r  t h e  p resen t  purposes a r e  t h e  au tho r s '  

f i n d i n g s  t h a t  wives '  r e t i r em en t  is powerfully in f luenced  by both economic 

v a r i a b l e s  (e .g . ,  wages and pension e l i g i b i l i t y )  and noneconomic v a r i a b l e s  

(e.g., having a  husband i n  poor h e a l t h ,  having dependent c h i l d r e n ) .  The 

importance of bo th  economic and noneconomic f a c t o r s  i n  wives '  r e t i r emen t  

behavior  i s  f u r t h e r  suppor ted  by t h e  emp i r i c a l  r e s ea r ch  of Cla rk  and 

Johnson (1980) and Cla rk  et a l .  (1980). Here, c ro s s - s ec t i ona l  l abo r  

f o r c e  p a r t i c i p a t i o n  equa t i ons  i n d i c a t e  t h a t  marr ied women a r e  more ( l e s s )  

l i k e l y  t o  work when own wages ( r e t i r e m e n t  b e n e f i t s )  a r e  h igh ,  and when 

t h e  husband is working. 

P r i o r  s t u d i e s  thus  sugges t  t h a t  both fami ly  and economic v a r i a b l e s  

a f f e c t  o l d e r  wives '  l a b o r  market at tachment.  However, r e s ea r ch  t o  d a t e  

does  no t  c a s t  women's behavior i n t o  a  l i f e - c y c l e  framework.3 This  is  a  

s e r i o u s  drawback, i n s o f a r  a s  r e t i r emen t  dec i s i ons  a r e  by t h e i r  n a t u r e  

dependent on both c u r r e n t  and f u t u r e  income and l e i s u r e  oppo r tun i t i e s .  

The i n t e r t e m p o r a l  s t r u c t u r e  of r e t i r emen t  income o p p o r t u n i t i e s  and t h e  

r e t i r e m e n t  d e c i s i o n  is  no t  e x p l i c i t l y  recognized i n  s t u d i e s  t a k i n g  a  

c ro s s - s ec t i ona l  pe rspec t ive .  

To develop a  model of wives '  r e t i r emen t  behavior  i n  a  l i f e - c y c l e  con- 

t e x t ,  i t  i s  assumed t h a t ,  a t  t h e  p lann ing  d a t e  ( t ime  O),  t h e  w i f e  s e l e c t s  



a n  optimal re t i rement  date  R*. R* is in terpre ted  a s  the poin t  a t  which 

the woman withdraws from the labor  force. The planning date  i s  defined 

t o  be the year i n  which her husband turns age 60.~ I t  is f u r t h e r  postu- 

l a t e d  t h a t  she seeks to  mximize her remaining l i f e t i m e  u t i l i t y , 5  a func- 

t i o n  of two arguments: remaining years to be spent i n  ret i rement  (RET), 

and the present  discounted value of income streams (PVY). 

RET is equal to D - R, where D is the expected date  of death, and R 

i s  the woman's ret i rement  date. I n  previous research on men's r e t i r e -  

ment, it has been assumed t h a t  RET is equivalent  to years spent  i n  

l e i s u r e .  However, fo r  married women, it is qu i t e  l i k e l y  t h a t  a s ign i f  i- 

c a n t  por t ion  of the non-labor market period may be devoted to home pro- 

duct ion  a c t i v i t i e s .  While t h i s  recognit ion need no t  a l t e r  the 

formulat ion of the u t i l i t y  funct ion,  it c a r r i e s  the implicat ion t h a t  

women's va lua t ion  of RET years  m y  be higher than men's. 

PVY(R) is the discounted sum of three income components: earnings 

flows [PVE(R) I ,  pension bene f i t  streams [PVP(R)] , and Socia l  Secur i ty  

streams [PVS (R) I .  A l l  three streams can (and usual ly do) depend on when 

the woman r e t i r e s ,  s ince earnings a t  older  ages need not be constant ,  and 

pension a s  well  a s  Socia l  Secur i ty  bene f i t  ru l e s  a r e  not  genera l ly  

a c t u a r i a l l y  neut ra l .  The present  value of earnings a t  a s p e c i f i c  r e t i r e -  

ment date ,  R, is expressed as  follows: 

where E t  is the wife ' s  earnings net of income taxes and required 

pension/Social Secur i ty  cont r ibut ions ,  accruing from the planning date  



( t ime 0)  to the re t i rement  date. A discount  f a c t o r ,  g t ,  captures  t i m e  

p references  and mortal i ty .  The expression PVP(R), i n  turn ,  i s  spec i f i ed  

pVp(R) = 1 Pt(R) gt dt. 
R 

Th i s  represents  the discounted sum of the wife'  s employer-provided pen- 

s i o n  bene f i t s ,  given tha t  she r e t i r e s  a t  age R and she is e l i g i b l e  f o r  a 

pension. A s i m i l a r  expression ind ica t e s  the discounted value of Soc ia l  

Secu r i ty  benef i t s :  

I n  add i t i on  to the woman's own earnings and re t i rement  bene f i t s ,  the 

discounted t o t a l  value of her  husband's income is a l s o  allowed to a f f e c t  

h e r  re t i rement  decis ion.  I n  t h i s  paper, the wife is assumed to make her 

r e t i r emen t  dec is ion  subsequent to her  husband, taking a s  given h i s  

r e t i r emen t  age choice. This formulation is not a f u l l y  simultaneous one; 

r a t h e r ,  it is the l i fe -cyc le  equiva len t  to  what Kil l ingsworth (1983) 

desc r ibes  a s  a "male chauvinis t"  model i n  the s t a t i c  one-period frame- 

work. The j u s t i f i c a t i o n  f o r  such an assumption stems from the empiri- 

c a l l y  i n t r a c t a b l e  na ture  of a f u l l y  simultaneous model a t  t h i s  juncture.  

Th i s  a r i s e s  from the e s s e n t i a l  non l inea r i t y  of the income opportuni ty 

c o n s t r a i n t s  under Soc ia l  Secur i ty  bene f i t  r u l e s ,  s ince  a w i fe ' s  retire- 

ment bene f i t s  depend on when her huisband  retire^.^ I n  add i t i on ,  ca s t ing  

t h e  wife ' s  re t i rement  dec is ion  a s  clonditional on the husband's seems 

p l a u s i b l e  f o r  the generat ion of women r e t i r i n g  i n  the 19708, which is the 

group examined empir ica l ly  below. 



I n  g e n e r a l ,  t h e  w i f e ' s  consumption (C) from t i m e  0  onward, must no t  

exceed t h e  p r e sen t  va lue  of her  t o t a l  income (PVY(R)), p lu s  t h e  va lue  of 

non labor  income inc lud ing  h e r  husband's c o n t r i b u t i o n  (W): 

Sub j ec t  t o  t h i s  income c o n s t r a i n t  and t he  t o t a l  t ime c o n s t r a i n t  (RET = 

D - R) ,  t h e  w i f e  i s  assumed t o  s e l e c t  he r  opt imal  r e t i r emen t  d a t e  R* such 

t h a t  she  maximizes he r  u t i l i t y .  This is accomplished by equa t ing  t h e  

marg ina l  u t i l i t y  of an  e x t r a  r e t i r emen t  year  wi th  t h e  marginal  u t i l i t y  of 

consumption from working one more year.7 An i n t e r i o r  s o l u t i o n  is 

ob t a ined  i f  e q u a l i t y  between t h e  two cond i t i ons  is achieved between t h e  

p lann ing  d a t e  ( t ime  0 )  and t h e  worker ' s  d a t e  of dea th  (D); o therwise  t h e  

worker never  r e t i r e s  ( i f  t h e  marginal  u t i l i t y  of consumption always 

exceeds t h e  marginal  u t i l i t y  of an e x t r a  year  of l e i s u r e ) ,  o r  r e t i r e s  

immediately (when t h e  r eve r s e  i s  t r u e ) .  

P rev ious  r e sea r ch  has shown t h a t  i t  is v i r t u a l l y  imposs ib le  t o  o b t a i n  

c lea r -cu t  comparative s t a t i c  p r e d i c t i o n s  regard ing  t h e  e f f e c t  of exoge- 

nous v a r i a b l e s  on R*, t h e  opt imal  r e t i r emen t  d a t e ,  i n  t h e  gene ra l  case.  

T h i s  ambigui ty  a r i s e s  from t h e  n o n l i n e a r i t i e s  i n h e r e n t  i n  o l d e r  workers '  

income oppo r tun i t y  s e t s . 8  E a r l i e r  research  by F i e l d s  and Mi t che l l  

(1984b),  however, o f f e r s  some d i r e c t i o n .  The fo l lowing  appear  t o  hold 

t r u e  e m p i r i c a l l y  f o r  working men around t h e  r e t i r emen t  d a t e ,  and i t  is 

expected t h a t  s i m i l a r  p r e d i c t i o n s  about t h e  r o l e s  of economic v a r i a b l e s  

can  be made f o r  working wives: 

1. An i n c r e a s e  i n  t h e  worker ' s  nonlabor income, o r  t h e  pension 

income a v a i l a b l e  f o r  r e t i r emen t  at  age  60 (ho ld ing  cons t an t  subsequent 



a c c r u a l  r a t e s )  induces  e a r l i e r  r e t i r emen t ,  v i a  a nega t ive  income e f f e c t  

on l a b o r  suppl ied .  

2 .  An i n c r e a s e  i n  e a rn ings ,  o r  t h e  pens ion /Soc ia l  S e c u r i t y  a c c r u a l  

r a t e ,  raises income a s  w e l l  a s  t h e  p r i c e  of l e av ing  t h e  l a b o r  fo rce .  

Hence t h i s  type  of change has  both an income e f f e c t  ( inducing earlier 

r e t i r e m e n t ) ,  and a s u b s t i t u t i o n  e f f e c t  ( induc ing  delayed r e t i r emen t ) .  

For  men, t h e  s u b s t i t u t i o n  e f f e c t  appears  t o  dominate, s o  t h a t  i n c r e a s i n g  

t h e  rewards f o r  d e f e r r i n g  r e t i r emen t  produces later  r e t i r emen t  ages. 

I n  a d d i t i o n  t o  t h e s e  economic v a r i a b l e s ,  it  is a l s o  u s e f u l  t o  examine 

t h e  r o l e  of fami ly  f a c t o r s  i n  wives '  r e t i r emen t  behavior.  For i n s t a n c e ,  

t h e  s t u d i e s  c i t e d  e a r l i e r  sugges t  t h a t  marr ied women respond t o  t h e  

h e a l t h  and r e t i r emen t  s t a t u s  of t h e i r  husbands,  t h e  presence of dependent 

c h i l d r e n ,  and t h e  age d i f f e r e n c e  between t h e  two spouses. Unfor tuna te ly ,  

t heo ry  provides  few c lea r -cu t  p r e d i c t i o n s  about t h e  expected s i g n s  on 

t h e s e  va r i ab l e s .  A husband's poor h e a l t h  o r  t h e  presence of dependents,  

f o r  example, gene ra t e s  more f i n a n c i a l  need, s o  t h e  wi fe  may remain 

employed longer .  On t h e  o t h e r  hand, such family  f a c t o r s  may be conducive 

t o  earlier r e t i r emen t  i f  they raise t h e  va lue  of t h e  woman's nonmarket 

t ime. Only emp i r i c a l  a n a l y s i s  can c l a r i f y  f u r t h e r  t h e  a c t u a l  d i r e c t i o n  

o f  t h e s e  e f f e c t s .  

11. DATA AND VARIABLES 

The sample of o l d e r  women examined i n  t h i s  paper c o n s i s t s  of t he  

wives of wh i t e  marr ied men surveyed by t h e  S o c i a l  S e c u r i t y  Adminis t ra t ion  

over  t h e  ten-year per iod  between 1969 and 1979. Husbands i n  t h e s e  



couples  a r e  examined by F i e ld s  and Mi tche l l  (1984b). The wives'  sample 

i nc ludes  women working i n  1969, whose husbands a l s o  worked i n  t h a t  year.  

I n  add i t i on ,  t h e  women and t h e i r  husbands a r e  presen t  i n  a l l  waves of the 

LRHS between 1969 and 1979. Only p r i v a t e  s e c t o r  wage and s a l a r y  workers 

a r e  included i n  t h e  a n a l y s i s ,  s i n c e  no pension da t a  a r e  a v a i l a b l e  f o r  

government o r  m i l i t a r y  employees. The sample i s  f u r t h e r  r e s t r i c t e d  t o  

wives aged 54 t o  62 i n  1969 (husbands of these  women were age 59-61 i n  

t h a t  year) .9  The r e s u l t i n g  sample s i z e  is 139 working women i n  1969, 

followed f o r  t en  years .  10 

A .  Retirement P a t t e r n s  of Married Women 

The dependent v a r i a b l e  analyzed here  is RETAGE, o r  the  age when each 

w i f e  f i r s t  de sc r ibes  he r se l f  a s  without  a job and not looking f o r  

employment. Table 1 summarizes key c h a r a c t e r i s t i c s  of women's re t i rement  

p a t t e r n s  us ing  t h i s  def in i t ion .11  The average re t i rement  age is  62, 

which i s  somewhat younger than t h e  male average of 64. About 42% of the  

group retires p r i o r  t o  age 62 (termed here  "very ea r ly"  r e t i r emen t ) ,  35% 

r e t i r e  a t  o r  a f t e r  age 62 but  before  age 65 ("ear ly"  r e t i r emen t ) ,  14% 

r e t i r e  a t  o r  a f t e r  age 65 but before  age 67 ("normal" r e t i r emen t ) ,  and 

10% r e t i r e  a t  o r  a f t e r  age 67 ( " l a t e "  re t i rement ) .  Table 2 summarizes 

t h e  correspondence between wives ' re t i rement  pat  t e r n s  and those of t h e i r  

husbands. Overa l l ,  two-thirds of t he  women i n  t h i s  cohort  r e t i r e  p r i o r  

t o  o r  a t  t h e  same time a s  t h e i r  husbands. I n t e r e s t i n g l y ,  t h i s  p a t t e r n  

seems i n v a r i a n t  t o  whether t he  wives a r e  younger o r  o lde r  than t h e i r  

spouses.  



Table 1 

Dependent Var iab le :  D e f i n i t i o n s  and Desc r i p t i ve  S t a t i s t i c s  

A. Continuous Retirement Va r i ab l e  

Me an  
Va r i ab l e  (Std .  Dev.) Va r i ab l e  D e f i n i t i o n  

RETAGE 62.0 Wife 's  r e t i r emen t  age,  de f ined  a s  t h e  age 
when t h e  wi fe  f i r s t  d e s c r i b e s  h e r s e l f  as not  
working o r  looking f o r  work, g iven  t h a t  she  
worked i n  1969. I f  t h e  wi fe  is s t i l l  
employed i n  1979, RETAGE is s e t  equa l  t o  he r  
expected age of re t i rement .  

B. D i s c r e t e  Retirement Va r i ab l e  

V a r i a b l e  Frequency Va r i ab l e  D e f i n i t i o n  

CHOICE = 1 
(Very Ea r ly )  

CHOICE = 2 
(Ea r ly  

CHOICE = 3 
( Normal ) 

CHOICE = 4 
( L a t e )  

42% RETAGE < 62 

35% 62 < RETAGE < 65 - 

14% 65 < RETAGE < 67 - 

10% RETAGE > 67 - 

Source: Authors '  c a l c u l a t i o n s  from t h e  LRHS sample of wives descr ibed  i n  
t h e  t e x t .  



Table  2 

Wives1 Ret i rement  P a t t e r n s  R e l a t i v e  t o  Husbands1 

Source: Authors1 c a l c u l a t i o n s  from t h e  LRHS sample of wives descr ibed  
i n  t h e  t e x t .  

Re t i rement  P a t t e r n  

Wife r e t i r e s  p r i o r  
t o  husband 

Wife r e t i r e s  w i th  
husband 

Wife r e t i r e s  a f t e r  
husband 

Column T o t a l  (%) 

Propor t ion  
of Sample 

54% 

14 

3 2 

100 

Wife's  Age < Wife's  Age > 
Husband's Age Husband 's Age 

42% 12% 

9 5 

2 4 8 

7 5 2 5 



B. Explanatory Va r i ab l e s  

Three t ypes  of exp lana tory  f a c t o r s  a r e  used t o  exp l a in  working wives '  

r e t i r e m e n t  p a t t e r n s :  measures of income o p p o r t u n i t i e s ,  measures of RET 

o r  yea r s  away from t h e  l a b o r  f o r c e ,  and fami ly  r e s p o n s i b i l i t y  measures. 

These a r e  d i scussed  i n  t u r n ,  below. S p e c i f i c  d e f i n i t i o n s  as w e l l  a s  

d e s c r i p t i v e  s t a t i s t i c s  appear  i n  Table  3. 

1. Income Oppor tun i t i es .  Discounted income s t reams a v a i l a b l e  t o  

e ach  w i f e  are computed f o r  f o u r  p o s s i b l e  r e t i r emen t  ages (RETAGE = 60, 

62,  65,  and 67).  These income s t reams are def ined  a s  PVY(RETAGE) + 

H P V Y R ~  and c o n s i s t  of p r e sen t  va lue s  of t h e  w i f e  's income o p p o r t u n i t i e s  

t h a t  she  could r ece ive  i f  she were t o  s e l e c t  one of t h e  f o u r  a l t e r n a t i v e  

r e t i r e m e n t  d a t e s ,  p lu s  her  husband's income given h i s  r e t i r emen t  date .  l3  

Computing t h e  income amounts r e l e v a n t  t o  t h e s e  f o u r  re t i rement  d a t e s  

r e q u i r e s  a number of s e p a r a t e  c a l c u l a t i o n s  f o r  discounted va lues  of 

e a r n i n g  s t reams ( n e t  of t a x e s ) ,  S o c i a l  S e c u r i t y  s t reams ,  and pension 

s t reams.14 The w i f e  is assumed t o  be look ing  forward from t h e  planning 

d a t e ,  when h e r  husband i s  age 60 ( i n  about 1970, f o r  t h e  men i n  t he  

sample).  Gross ea rn ings  a r e  p ro j ec t ed  f o r  each i n d i v i d u a l ,  us ing  pre- 

v i o u s  a c t u a l  ea rn ings .  15 Af t e r  conver t ing  t h e s e  t o  1970 d o l l a r s ,  income 

and p a y r o l l  t a x e s  are s u b t r a c t e d  based on t h e  r u l e s  i n  e f f e c t  a t  t h e  

p l ann ing  date .  S o c i a l  S e c u r i t y  b e n e f i t  computations f o r  t h e  wife  are 

based e i t h e r  on h e r  own record ,  o r  ha l f  of he r  husband's,  whichever is  

l a r g e r .  l6 These c a l c u l a t i o n s  i nco rpo ra t e  in format ion  about  t h e  husband's 

r e t i r e m e n t  s t a t u s  at  each po in t  i n  time and use  t h e  r u l e s  i n  p l ace  at t h e  

p lann ing  da te .  I f  a w i f e  is  e l i g i b l e  t o  r e ce ive  a pension, t he  PVY 



Table 3 

Explana tory  Var iab les :  D e f i n i t i o n s  and D e s c r i p t i v e  S t a t i s t i c s  

- - - 

Standard  
Va r i ab l e  Me an  Devi a t  i on Var iab le  D e f i n i t i o n  

A. Income ( thousands of 1970 d o l l a r s ) :  

PVY60 29.07 10.45 Presen t  value of t he  w i f e ' s  r e a l  
PVY62 38.36 12.58 expected income when h e r  r e t i r emen t  
PW65 53.04 16.14 age equa l s  60, 62,  65,  o r  67, 
PVY67 55.99 18.55 assuming t h e  husband's r e t i r emen t  

age i s  known. Income is  d i scounted  
t o  1970. 

Y CHANGE 23.97 11.88 Presen t  d i scounted  va lue  of t he  
w i f e ' s  expected r e a l  income a t  age 
65 (PVY65) minus p r e sen t  d i scounted  
va lue  of t h e  w i f e ' s  expected r e a l  
income at age 60 (PVY 60). 

HPVYR 60.22 19.83 

B. RET: 

C. Family: 

AGEDIFF 

DEPCH 

Presen t  d i scounted  va lue  of t he  hus- 
band 's  r e a l  expected income assuming 
h i s  a c t u a l  r e t i r emen t  age i s  h i s  
planned r e t i r emen t  age. Income is 
d i scounted  t o  1970. Retirement age 
f o r  men i s  def ined  as t h e  age when 
t h e  worker l e aves  h i s  1969 job. 

Years t h e  w i f e  spends i n  r e t i r emen t  
when r e t i r emen t  age equa l s  60, 62 ,  
65, o r  67. RET i s  t h e  d i f f e r e n c e  
between t h e  w i f e ' s  l i f e  expectancy 
( i n  1969) and r e t i r emen t  age. RET 
v a r i e s  by cohort .  

2.30 Husband's age minus w i f e ' s  age. 

0.42 = 1 i f  t h e  household suppo r t s  
c h i l d r e n  i n  1969. 

= 0 e l s e .  

( t a b l e  con t inues )  



Table  3 Continued 

Standard 
V a r i a b l e  Mean Devia t ion  Var iab le  D e f i n i t i o n  

C. Family: (cont . )  

HHPOOR 0.05 0.23 = 1 i f  a h e a l t h  index r a t e s  t he  
husband as having poor h e a l t h  i n  
any survey year  p r i o r  t o  h i s  
r e t i r emen t .  

= 0 e l s e .  

HRET60 0.44 0.50 = 1 i f  t h e  husband i s  r e t i r e d  when 
HRET62 0.65 0.48 t h e  wife  ' s r e t i r emen t  age equa ls  
HRET65 0.90 0.30 60,  62 ,  65,  o r  67. 
HRET67 0.98 0.15 = 0 e l s e .  

Note: Sample s i z e  i s  139 f o r  a l l  v a r i a b l e s  except  HHPOOR, where N = 129, 
and DEPCH, where N = 124. 



equa t i on  a l s o  i nc ludes  h e r  ( r e a l )  pension b e n e f i t  s t ream.  Because t h e  

LRHS prov ides  very  incomplete d a t a  on women's pensions ,  expected b e n e f i t s  

f o r  e l i g i b l e  women a r e  der ived  from mod i f i c a t i ons  of indus t ry - leve l  d a t a  

on  male r e t i r e e s 1  b e n e f i t s  p resen ted  i n  Kot l ikof f  and Smith (1983). 

These f i g u r e s  a r e  g iven  f o r  r e t i r e e s  aged 65 and a r e  ad ju s t ed  f o r  e a r l i e r  

and l a t e r  r e t i r emen t .  17 F i n a l l y ,  women's b e n e f i t  l e v e l s  a r e  ad ju s t ed  

downward by a f a c t o r  of 22%, based on evidence r epo r t ed  by Lazear and 

Rosen (1987),  who s t udy  s e x  d i f f e r e n t i a l s  i n  pension b e n e f i t  amounts. 

Note t h a t  t h e  a n a l y s i s  assumes t h a t  S o c i a l  S e c u r i t y  b e n e f i t s  a r e  expected 

t o  be cons t an t  i n  r e a l  terms, but  t h a t  pensions  w i l l  f a l l  a t  t h e  i n f l a -  

t i o n  r a t e .  

Tab le  4 summarizes a l t e r n a t i v e  va lues  of PVY, o r  t h e  d i scounted  

va lue s  of income s t reams from t h e  viewpoint of t h e  p lann ing  d a t e ,  

expressed  i n  1970 d o l l a r s .  Each y e a r ' s  income amounts a r e  discounted by 

a 2% r e a l  i n t e r e s t  r a t e ,  and t h e  p r o b a b i l i t y  of m o r t a l i t y ,  which v a r i e s  

by cohort.18 The t a b l e  shows t h a t  d iscounted income s t reams rise wi th  

t h e  woman's r e t i r emen t  age u n t i l  age  65. A f t e r  t h a t  age,  S o c i a l  S e c u r i t y  

and pensions  d e c l i n e  i n  p r e sen t  value.  The budget s e t  is  a l s o  h igh ly  

non l i nea r ,  i n s o f a r  as t h e  r e t u r n s  t o  ano ther  year  of work vary depending 

on when t h e  woman r e t i r e s .  19 

The f i n a l  component of t h e  o l d e r  woman's budget s e t  i s  descr ibed  a s  

HPVYR, o r  t h e  p resen t  va lue  of t h e  husband's expected income s t ream a s  of 

t h e  p lann ing  d a t e ,  t ak ing  h i s  a c t u a l  r e t i r emen t  d a t e  a s  h i s  opt imal  

r e t i r e m e n t  ~ o i n t .  20 This  averages  around $60,200 i n  1970 d o l l a r s ,  i n  

c o n t r a s t  t o  an  average woman's PVY of $29,000 i f  she  were t o  r e t i r e  very 

e a r l y  ( i . e . ,  a t  age 60)  and $56,000 i f  she  were t o  d e f e r  r e t i r emen t  t o  

age  67,  a "late" r e t i r emen t  da te .  



Table  4 

Married Women's Retirement Budget Se t s :  Average P re sen t  
Discounted Values a t  Se lec ted  Ret i rement  Dates (1970$) 

Average P r e s e n t  
Discounted Values 

I f  Wife R e t i r e s  a t  Age: 
6 0 62 65  6 7 

- 

1. Earnings  (PVE) 

2. S o c i a l  S e c u r i t y  (PVS)a 23,783 24,920 29,171 27,716 

3. P r i v a t e  Pensions  (PVP) 5 ,289 7 ,032 8 ,689  7,577 

Wife 's  T o t a l  Income 
P W = l + 2 + 3  29,072 38,356 53,044 55,995 

Change i n  PVY 
( i f  r e t i r emen t  is 
d e f e r r e d )  

Note: A l l  e lements  of t h e  budget s e t  a r e  discounted t o  1970. A t  t h i s  
p o i n t ,  t h e  spouses of t h e  wives i n  t h e  sample a r e  approximately  60 
y e a r s  of age. 

S e c u r i t y  computations p o s i t  t h a t  wives r e t i r e  a t  t h e  s t a t e d  
age and apply f o r  b e n e f i t s  when f i r s t  e l i g i b l e .  Wives a r e  a l s o  
assumed t o  know t h e i r  husbands' r e t i r emen t  age. 



2. Years Out of t h e  Labor Force. The model above p o s i t s  t h a t  women 

va lue  y e a r s  ou t  of t h e  l a b o r  f o r c e ,  i n  a d d i t i o n  t o  income. I n  p r a c t i c e ,  

t h e  r e t i r emen t  per iod ,  o r  RET, is  measured as t h e  d i f f e r e n c e  between a 

w i f e ' s  l i f e  expectancy and her  r e t i r emen t  age. Hence i t  v a r i e s  by age i n  

1969, as w e l l  as ac ro s s  r e t i r emen t  d a t e s  f o r  each woman. 

3 .  Family R e s p o n s i b i l i t i e s .  Seve ra l  fo rmula t ions  of family  respon- 

s i b i l i t y  v a r i a b l e s  a r e  f e a s i b l e  wi th  LRHS da t a .  We cons ider  t h e  

fo l lowing:  DEPCH, i n d i c a t i n g  t h e  presence of dependent c h i l d r e n  i n  1969; 

HRET, i n d i c a t i n g  whether t h e  husband is r e t i r e d ;  and HHPOOR, i n d i c a t i n g  

whether  t h e  husband is i n  poor h e a l t h  i n  any survey yea r  p r i o r  t o  h i s  

re t i rement .21  Also of i n t e r e s t  is a v a r i a b l e  measuring t h e  d i f f e r e n c e  

between t h e  ages  of t h e  husband and t h e  w i f e  (AGEDIFF), on t h e  hypothes i s  

t h a t  younger women marr ied t o  o l d e r  men may e x h i b i t  a d i f f e r e n t  l a b o r  

f o r c e  a t tachment  than  do women c l o s e r  i n  age t o  t h e i r  spouses.  

I1 I. EMPIRICAL FORMULATIONS AND FINDINGS 

Two e m p i r i c a l  fo rmula t ions  are developed below, a long t h e  l i n e s  

sugges ted  by F i e l d s  and M i t c h e l l  (1984b): a r eg r e s s ion  framework and a 

d i s c r e t e  cho i ce  l o g i s t i c  model. Each is d i scussed  i n  tu rn .  

A. The Regress ion Framework 

One emp i r i c a l  fo rmula t ion  of t h e  model descr ibed  e a r l i e r  p o s t u l a t e s  a 

l i n e a r  r e l a t i o n s h i p  between base  income and t h e  rewards f o r  postponing 

r e t i r emen t .  Base income is def ined  as t h e  expected presen t  va lue  of 

income t h e  w i f e  would r e c e i v e  i f  s h e  r e t i r e d  very e a r l y ,  taken he r e  t o  be 

age  60 (PVY60). Assuming t h a t  r e t i r emen t  yea r s  a r e  a normal good, t h e  



o r d i n a r y  income e f f e c t  of h igher  base  income should induce e a r l i e r  

r e t i r emen t .  I n  a d d i t i o n ,  d imin ish ing  marginal  u t i l i t y  of income may a l s o  

imply t h a t  w e a l t h i e r  couples  w i l l  r e t i r e  earlier. 

The rewards f o r  d e f e r r i n g  r e t i r emen t  a r e  summarized i n  a v a r i a b l e  

c a l l e d  YCHANGE, o r  t h e  i n c r e a s e  i n  t h e  w i f e ' s  d iscounted income s t ream i f  

s h e  d e f e r s  r e t i r emen t  t o  age 65,  ve rsus  r e t i r i n g  at 60. Higher va lues  of 

YCHANGE imply a  nega t i ve  income e f f e c t ,  but  a  p o s i t i v e  s u b s t i t u t i o n  

e f f e c t ,  as noted above. Which e f f e c t  dominates f o r  married women has no t  

y e t  been e m p i r i c a l l y  e s t a b l i s h e d .  

Empi r ica l  e s t i m a t e s  of t h e  e f f e c t s  of t h e s e  economic v a r i a b l e s  appear  

i n  Tab le  5 ,  as wel l  as e s t ima t e s  of t he  f a c t o r s  r e f l e c t i n g  fami ly  con- 

s i d e r a t i o n s .  Column 1 shows t h e  s imp le s t  model, c o n s i s t e n t  wi th  t h a t  

e s t i m a t e d  f o r  men by F i e l d s  and Mi t che l l  (1984b). The s i g n  of t h e  own 

income v a r i a b l e  i s  nega t i ve ,  i n  accord w i th  expec t a t i ons  and e a r l i e r  

research .  However, t h e  c o e f f i c i e n t  i s  not  s t a t i s t i c a l l y  s i g n i f i c a n t  a t  

conven t i ona l  l e v e l s .  The es t imated  YCHANGE c o e f f i c i e n t  sugges t s  t h a t  t h e  

s u b s t i t u t i o n  e f f e c t  dominates t h e  income e f f e c t  among marr ied women, a s  

h a s  been found f o r  men, bu t  t h e  n e t  r e s u l t  is no t  s t a t i s t i c a l l y  s i g n i f i -  

c a n t .  

A s  t h e  r e s u l t s  i n  columns 2-4 i n d i c a t e ,  h igher  va lues  of HPVYR a r e  

a s s o c i a t e d  w i th  l a t e r  r a t h e r  than e a r l i e r  r e t i r emen t  among wives,  which 

i s  c o n t r a r y  t o  t h e  model's p red ic t ions .22  The e f f e c t  is  n o t  c o n s i s t e n t l y  

s i g n i f i c a n t ,  but does sugges t  m a r i t a l  s e l e c t i o n  b i a s ;  t h a t  is ,  a  woman 

mar r ied  t o  a  "workaholic" may s h a r e  he r  husband's tendency t o  de lay  

r e t i r emen t .  

The i n f l u e n c e  of v a r i a b l e s  i n d i c a t i n g  family  r e s p o n s i b i l i t i e s  appears  

t o  be q u i t e  s u b s t a n t i a l ,  i n  t h e  s ense  t h a t  t h e  new v a r i a b l e s  a r e  o f t e n  



Table  5 

Ret i rement  Age Regress ions  f o r  Married Women 
(Dependent V a r i a b l e  = RETAGE) 

- - -- - - - - -- 

Explana to ry  V a r i a b l e s  [ 1. 1 [ 2 1  [ 3 I [ 4  I 

Cons tan t  

A. Income ( thousands  of 
1970 d o l l a r s ) :  

Y CHANGE 

HPVYR 

B .  Family R e s p o n s i b i l i t i e s :  

AGEDIFF 

DEPCH 

HHPOOR 

Sample S i z e a  139 139 124 114 

Notes:  T - s t a t i s t i c s  a r e  shown i n  b racke t s .  V a r i a b l e  d e f i n i t i o n s  appear  
i n  T a b l e s  1 and 3. 

asample s i z e s  vary owing t o  miss ing o b s e r v a t i o n s  f o r  some e x p l a n a t o r y  
v a r i a b l e s  ( i . e . ,  DEPCH and HHPOOR). 



s i g n i f i c a n t  and cons iderab ly  i n c r e a s e  exp la ined  var iance.  The s i g n i f i -  

c a n t  e f f e c t  of AGEDIFF i n  column 3 i n d i c a t e s  t h a t  women r e t i r e  e a r l i e r  

when t h e i r  husbands a r e  much o l d e r  than  they a re .  Th is  seems t o  suggest  

t h a t  husbands'  h e a l t h  problems a r e  more s eve re  i n  t he se  r e l a t i o n s h i p s ,  

bu t  t h e  e f f e c t  p e r s i s t s  when a  proxy f o r  h e a l t h  is  in t roduced  (HHPOOR). 

Indeed,  a spouse ' s  poor h e a l t h  is a s s o c i a t e d  wi th  delayed r a t h e r  than  

e a r l i e r  r e t i r emen t  among working women i n  t h e  sample, perhaps because of 

g r e a t e r  need f o r  employer-provided h e a l t h  insurance  coverage. The s t r o n g  

n e g a t i v e  e f f e c t  of AGEDIFF can pos s ib ly  be a t t r i b u t e d  t o  working women's 

d e s i r e  t o  s h a r e  t h e  r e t i r emen t  per iod w i th  t h e i r  spouses ,  i n d i c a t i n g  a  

degree  of complimentar i ty  i n  l e i s u r e  time of two-earner couples.  

A l t e r n a t e l y ,  AGEDIFF may be a c t i n g  as a proxy f o r  under ly ing  d i f f e r e n c e s  

i n  t a s t e s  f o r  work a c r o s s  wives. I r r e s p e c t i v e  of t h e  i n t e r p r e t a t i o n  

u sed ,  adding AGEDIFF t o  t h e  equa t i on  does no t  change t h e  r e t i r emen t  age 

response  of marr ied women t o  income oppo r tun i t i e s .  F i n a l l y ,  t h e  r e t i r e -  

ment outcomes of wives i n  households w i th  dependent c h i l d r e n  a r e  no t  

d i s c e r n i b l y  d i f f e r e n t  from those  wi thout  such dependents. 

I n  overview, t h e  evidence from t h e  r e g r e s s i o n  model sugges t s  t h a t  a  

working w i f e ' s  r e t i r emen t  dec i s i on  is  only weakly a f f e c t e d  by h e r  l i f e -  

c y c l e  income oppo r tun i t i e s .  Ne i ther  income nor s u b s t i t u t i o n  e f f e c t s  

prove s t a t i s t i c a l l y  d i f f e r e n t  from zero.  Fac to r s  p lay ing  a  more powerful 

r o l e  a r e  v a r i a b l e s  i n d i c a t i n g  he r  husband's income and h e a l t h  and the  

d i f f e r e n c e  between t h e  spouses '  ages.  One v a r i a b l e  which appa ren t l y  

p l a y s  no s i g n i f i c a n t  r o l e  is  t h e  presence of dependent ch i l d r en .  



B. Log i t  Models 

Married women's ret i rement  behavior may a l s o  be s e t  i n  a d i s c r e t e  

choice framework, which cha rac te r i zes  the ret i rement  decis ion a s  a 

u tili ty-maximiz ing se l ec t ion  among severa l  a 1  t e r m  t i v e s  . This model is 

more general  than the regression approach, s ince  income and l e i s u r e  

information re levant  to each re t i rement  date can be e x p l i c i t l y  incor- 

porated. This s t r u c t u r e  a l s o  allows non l inea r i t i e s  i n  the budget s e t  to 

be represented more d i r ec t ly .  

The basic  formulation supposes tha t  indiv idual  i s e l e c t s  a l t e r -  

n a t i v e  j based on i ts  a t t r i b u t e s ,  defined i n  the present  s e t t i n g  to  be 

t he  income (PVY) and years  spent i n  ret i rement  (RET) assoc ia ted  with 

r e t i r emen t  da te  j: 

wi th  B and 4 a r e  assumed constant  f o r  a l l  i and j. Taking logs and 

making appropr ia te  assumptions about the e r r o r  t e r m  ( e  ) y i e l d s  the 
i j 

fol lowing expression f o r  the probabi l i ty  t h a t  an indiv idual  w i l l  s e l e c t  

re t i rement  age j: 

p j  = exp (Vj) I [IK exp (Vk)l, 

where V = [B * ln(PVYij) + 4 * ln(RETij)l, and k (=l,...,K) ind ica t e s  
j 

the  range of possible  choices. 23 

Table 6 r epor t s  four  s e t s  of estimated l o g i t  coe f f i c i en t s .  The 

s imples t  formulation appears i n  Column 1, i n  which only the wi fe ' s  income 

and RET a r e  assumed to e n t e r  her u t i l i t y  function. Here i t  is  evident  

t h a t  the e f f e c t  of own income oppor tuni t ies  on wives' re t i rement  ages is 
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Table  6 

Est imated U t i l i t y  Funct ion Parameters  f o r  Married Women: 
Log i t  C o e f f i c i e n t s  

(Dependent Va r i ab l e  = Choice) 

Explanatory Va r i ab l e s  [ I ]  [2 1 [31 [4 I 

A. Income ( thousands of 
1970 d o l l a r s )  : 

LNPVY 

LNHPVYR P1/P4 

P2/P4 

P3/P4 

B e  RET: 

LNRET 

C. Family R e s p o n s i b i l i t i e s :  

AGEDIFF P1 /P4 

P2/P4 

P 3 / ~ 4  

DEPCH Pl /P4  

P2/P4 

P3/P4 

HHPOOR Pl /P4  

P2 /P4 

P3/P4 
HRET 

0.47 
[2.72] 
0.11 

[O. 731 
-0.02 
[0.11] 
-0.91 
[1.08] 
-0.15 
[0.19] 
0.77 

[0.95] 

- - - 

Log Likel ihood R a t i o  -170 -166 -138 -126 

Sample S i z e  139 139 124b 114C 

( t a b l e  con t inues  ) 



Table  6 Continued 

Notes:  

CHOICE = d i s c r e t e  r e t i r emen t  v a r i a b l e  ( 1  = very e a r l y ;  2 = e a r l y ;  3 = 
normal; 4 = l a t e )  

Other  v a r i a b l e  d e f i n i t i o n s  appear i n  Tables  1 and 3. T - s t a t i s t i c s  a r e  
shown i n  b racke t s .  

P i  ( i = 1 , 2 , 3 )  i n d i c a t e s  t h e  p r o b a b i l i t y  t h e  i t h  cho ice  w i l l  be made, so  
P l /P4  i s  t h e  r a t i o  of t h e  p r o b a b i l i t y  of choosing very  e a r l y  r e t i r e -  
ment (CHOICE = 1) ve r sus  l a t e  r e t i r emen t  (CHOICE = 4 ) .  

a ~ o n v e r g e n c e  no t  achieved due t o  l a c k  of v a r i a t i o n  f o r  t h i s  CHOICE 
category.  

b ~ a m p l e  s i z e  is  reduced t o  124 because of miss ing da ta .  The frequency 
of Choice 1 i s  39%; of Choice 2 i s  36%; of Choice 3 i s  15%; of Choice 4 
i s  10%. 

CSample s i z e  i s  reduced t o  114 because of miss ing da ta .  The frequency 
of Choice 1 i s  39%; of Choice 2 i s  36%; of Choice 3 i s  15%; of Choice 4 
i s  11%. 



smal le r  than fo r  married men; indeed the e f f e c t  of LNPVY is not  s i g n i f i -  

c a n t l y  d i f f e r e n t  from zero. The e f f e c t  of LNRET is pos i t i ve  and s i g n i f i -  

cant.  One way to a s ses s  the f indings  is to compute the r e l a t i v e  weight 

assoc ia ted  with awn income, versus le i sure .  The r a t i o  of the c o e f f i c i e n t  

values of these two va r i ab le s  ( 8 / 4 )  f o r  married women i n  t h i s  sample is 

0.2, a smaller  f igure  than the 0.6 obtained f o r  LRHS men i n  previous work 

( F i e l d s  and Mitchel l ,  1984b). I n  general,  then, married women's income 

oppor tun i t i e s  do not  seem to powerfully inf luence t h e i r  re t i rement  pat- 

t e rns ,  though the u t i l i t y  weight at tached to nonwork years  is la rge  and 

s t a t i s t i c a l l y  s ign i f i can t .  This pa t te rn  is compatible wi th  the view tha t  

women's va lua t ion  of RET years may be higher than men's because of home 

product ion a c t i v i t i e s .  

Column 2 extends the condi t ional  l o g i t  formulation by incorporat ing 

husband's income (LNHPVYR). Since the value of LNHPVYR does not  vary 

a c r o s s  ret i rement  s t a t e s  f o r  a given person, t h i s  "mixed" l o g i t  model 

produces choice-specif i c  c o e f f i c i e n t  estimates.  For ins tance ,  higher 

husband's income reduces the probabi l i ty  of wives r e t i r i n g  "very ear ly"  

versus  " l a t e "  (Pl/P4). This  conclusion re inforces  the regression r e s u l t s  

f o r  t h i s  va r i ab le  discussed above. Addit ional ly,  the inc lus ion  of 

LNHPVYR does not  a l t e r  the e f f e c t  of wife ' s  own income and l e i s u r e  

var iab les .  Though a d i r e c t  measure of wealth is not  ava i l ab le ,  the f a c t  

t h a t  r e s u l t s  a r e  robust  i n  the presence of LNHPVYR suggests  the absence 

of omitted va r i ab le  bias. 

Columns 3 and 4 incorporate  severa l  family r e spons ib i l i t y  va r i ab le s  

t h a t  a l s o  perform w e l l .  Again, the same conclusions hold f o r  the wi fe ' s  

income and l e i s u r e  e f f ec t s .  AGEDIPF is strongly l inked with very ea r ly  



r e t i r e m e n t  ( p r i o r  t o  age 6 2 ) ,  though no t  wi th  t h e  o the r  r e t i r emen t  com- 

b i n a t i o n s .  The r e s u l t s  f o r  HPOOR a r e  s i m i l a r  t o  those  d i s ce rned  i n  t he  

r e g r e s s i o n  con t ex t :  wives wi th  husbands i n  poor h e a l t h  de l ay  re t i rement .  

T h i s  e f f e c t  is s t r o n g e s t  f o r  t h e  very e a r l y  (RETAGE < 62) and e a r l y  (62 5 

RETAGE < 65) r e t i r emen t  choices .  F i n a l l y ,  n e i t h e r  HRET nor  DEPCH is 

s i g n i f i c a n t l y  a s s o c i a t e d  w i th  any of t h e  r e t i r emen t  cho ices  i n  t h i s  

s e tup .  Th i s  c o n t r a s t s  w i th  t h e  r e s u l t s  d i scussed  by Hen re t t a  and O'Rand 

(1980, 1983) and Cla rk  e t  a l .  (1980) ,  probably because t hose  s t u d i e s ,  

u n l i k e  t h i s  one, do n o t  c o n t r o l  f o r  income and l e i s u r e  0 ~ ~ o r t u n i t i e s . 2 ~  

I V .  DISCUSSION AND CONCLUSION 

This  s t udy  has two o b j e c t i v e s :  ( 1 )  t o  examine how economic f a c t o r s  

a f f e c t  wives '  r e t i r emen t  p a t t e r n s ,  and (2)  t o  e s t a b l i s h  t h e  r e l a t i v e  

importance of family  cons ide r a t i ons  i n  marr ied women's r e t i r emen t  

behavior .  We formula te  a  l i f  e-cycle model and t e s t  i t  us ing  two 

e m p i r i c a l  frameworks. 

I n  both fo rmu la t i ons ,  t h e  r e s u l t s  i n d i c a t e  t h a t  wives '  own economic 

o p p o r t u n i t i e s  tend t o  be i n s i g n i f i c a n t  de te rminan ts  of t h e i r  r e t i r emen t  

p a t t e r n s .  Th is  conc lus ion  d i f f e r s  sha rp ly  wi th  evidence f o r  working men, 

where economic o p p o r t u n i t i e s  tend t o  p lay  a  more powerful r o l e .  I n  

c o n t r a s t ,  o t h e r  v a r i a b l e s  a r e  more important  f o r  women. S p e c i f i c a l l y ,  

mar r ied  women appear  t o  va lue  nonwork years  h igh ly ,  p a r t i c u l a r l y  i f  t h e i r  

spouses  a r e  much o l d e r  than they. Having a  husband i n  poor h e a l t h  

appea r s  t o  i n c r e a s e  r a t h e r  than  impede a  working woman's cont inued l abo r  

f o r c e  a t t achment ,  but  t h e  presence of dependent c h i l d r e n  ha s  no d i sccrn-  

i b l e  impact. Higher husband's income tends  t o  be a s soc i a t ed  w i th  delayed 



r e t i r e m e n t  among wives,  p o s s i b l e  evidence f o r  m a r i t a l  s e l e c t i o n  i n  t a s t e s  

toward work. Though t h e s e  r e s u l t s  should be i n t e r p r e t e d  wi th  cau t i on  

because of t h e  sma l l  s i z e  of t h e  d a t a  s e t  employed, t h e  c h a r a c t e r i s t i c s  

of dual-earner  couples  a r e  s i m i l a r  t o  t hose  of a  l a r g e r ,  more represen-  

t a t i v e  sample used i n  previous  ana lyses  ( F i e l d s  and M i t c h e l l  1984b). 

Our r e s u l t s  have important  imp l i ca t i ons  f o r  lawmakers, e s p e c i a l l y  

t h o s e  concerned w i th  r e t i r emen t  responsiveness  t o  pension and S o c i a l  

S e c u r i t y  income. Prev ious  f i n d i n g s  i n d i c a t e  t h a t  men do no t  d e f e r  

r e t i r e m e n t  by very much, when faced  w i th  c u t s  i n  S o c i a l  S e c u r i t y  o r  pen- 

s i o n  benef i t s .25  This  s tudy  sugges t s  t h a t  women w i l l  probably d e f e r  

r e t i r e m e n t  less, i f  a t  a l l .  Hence, i t  i s  expected t h a t  b e n e f i t  reduc- 

t i o n s  in tended  t o  induce delayed re t i rement  w i l l  no t  s u b s t a n t i a l l y  a l t e r  

working couples  ' r e t i r e m e n t  pa t t e rn s .  A s  a  r e s u l t ,  r e t i r emen t  income f o r  

o l d e r  f a m i l i e s  w i l l  probably f a l l .  



Notes 

lA review of t h e  l i t e r a t u r e  on male r e t i r emen t  p a t t e r n s  appears  i n  

M i t c h e l l  and F i e l d s  (1982).  Seve ra l  newer s t u d i e s  i nc lude  Bazzol i  

(1985) ,  F i e l d s  and M i t c h e l l  (1984 a , b ) ,  Gustman and S te inmeie r  (1986), 

Hanoch and Honig (1983) and Honig and Hanoch (1985). Re la ted  models have 

a l s o  been used t o  examine unmarried women's r e t i r emen t ,  and conclude t h a t  

f a c t o r s  de te rmin ing  r e t i r emen t  among t h e s e  women a r e  s i m i l a r  t o  t hose  

a f f e c t i n g  men. See Hanoch and Honig (1983) and Honig (1985) ,  as we l l  a s  

Schwab and I r e l a n  (1981).  

2 ~ h e s e  a u t h o r s  merge and compare in format ion  from a number of d i f -  

f e r e n t  LRHS waves, s o  t h e i r  dependent v a r i a b l e s  have l i f e - c y c l e  aspec t s .  

However they do n o t  cons ider  t h e  complex income o p p o r t u n i t i e s  p o t e n t i a l l y  

a v a i l a b l e  t o  women a t  d i f f e r e n t  r e t i r emen t  age s ,  and women's responses  t o  

them, which are t h e  focus  of t h e  p r e sen t  paper. 

3 ~ n  excep t ion  t o  t h i s  g e n e r a l i z a t i o n  appears  i n  a t h e o r e t i c a l  e f f o r t  

by Cla rk  and Johnson (1980) ,  and Cla rk  e t  a l .  (1980). They u se  numerical  

a n a l y s i s  t o  deduce l a b o r  market p a t t e r n s  of h y p o t h e t i c a l  o l d e r  workers 

g iven  a complex two-person, family  l i f e t i m e  u t i l i t y  model which a l s o  

i n c l u d e s  home produc t ion  and human c a p i t a l  investments .  This  framework 

i s  s o  g e n e r a l  a s  t o  be i n t r a c t a b l e  f o r  t h e  purposes of s t a t i s t i c a l  analy- 

sis,  however. A survey of l i f  e-cycle r e t i r emen t  models appears  i n  

M i t c h e l l  and F i e l d s  (1982). 

4 ~ n  prev ious  r e sea r ch ,  i t  was assumed t h a t  t h e  husband's r e t i r emen t  

p lann ing  d a t e  co inc ided  w i t h  age 60 ( F i e l d s  and M i t c h e l l ,  1984b). The 

e m p i r i c a l  work i n  t h i s  paper  uses  a subse t  of t h e  same sample of men and 

t h e i r  wives,  so  t h i s  assumption is  computat ional ly  convenient and 



probably has l i t t l e  impact on estimated outcomes when husbands and wives 

a r e  c lose  i n  age. The assumption i s  subjected to s e n s i t i v i t y  ana lys i s  by 

focusing on cases i n  which the age d i f fe rence  across  spouses is substan- 

t i a l .  

51t is assumed t h a t  the u t i l i t y  funct ion is monotonic, twice d i f -  

f e r e n t i a b l e ,  concave, and s t a b l e  w e r  time. The budget c o n s t r a i n t  i s  

a l s o  postulated to be s t a b l e  w e r  time, though i n  the empir ical  ana lys i s  

t h i s  assumption is relaxed, a s  is the assumption of a f ixed  da te  of death 

(D). The l a t t e r  is replaced with decl ining su rv iva l  p r o b a b i l i t i e s  

derived from l i f e  tab les  cu r ren t  a t  the time the women (and t h e i r  

spouses) were making ret i rement  decisions. 

%rider the U.S. Socia l  Secur i ty  system, a wife i s  e n t i t l e d  to receive 

e i t h e r  one-half of her husband's benef i t s ,  or  bene f i t s  based on her w n  

work h i s to ry ,  whichever i s  greater .  A wife may a l s o  r e t i r e  p r i o r  to her 

spouse on the bas i s  of her awn work e l i g i b i l i t y ,  and then obta in  a bene- 

f i t  increase when her husband r e t i r e s  ( i f  benef i t s  based on her work 

h i s  tory a r e  smaller) .  These in s  ti t u t i o n a l  r e a l i t i e s  imply t h a t  con- 

d i t i o n a l  and very complex budget s e t s  would have to be developed f o r  each 

of the two workers, f o r  every possible  ret i rement  age. Est imating such a 

model i s  not cu r ren t ly  possible.  I n  the i n t e r e s t  of reducing the dimen- 

s i o n a l i t y  of the problem, the "wife a s  follower" cons t ruc t  described 

above, thus seems p a r t i c u l a r l y  appropr ia te  f o r  the cohort  of i n t e r e s t  

here. 

 h he Lagrangian f o r  t h i s  constrained maximization problem y i e l d s  

f i r s t -o rde r  condit ions aU/aRET = au/a c * aPvY/aR, where aPvY/aR = 



8 ~ u r b i d g e  and Robb (1980) ,  MacDonald and C a r l i n e r  (1982) ,  and F i e l d s  

and M i t c h e l l  (1984b) po in t  ou t  some of t h e  amb igu i t i e s  i nhe ren t  i n  t h i s  

t y p e  of model. 

90n t h e  one hand, t h e  lower-bound age r e s t r i c t i o n  fo l lows  from re luc-  

t a n c e  t o  p r o j e c t  needed income f i g u r e s  f o r  a l l  p o s s i b l e  r e t i r emen t  d a t e s ,  

f o r  very young sample members. On t h e  o t h e r  hand, t h e  age r e s t r i c t i o n  

f o r  o l d e r  women reduces  t h e  p o s s i b i l i t y  of sample s e l e c t i o n  b i a s ,  s i n c e  

some of t h e  o l d e r  women would have r e t i r e d  by t h e  f i r s t  survey d a t e  ( i n  

1969) .  

l O ~ h e  dual-earner  couples  analyzed i n  t h i s  s tudy  a r e  s i m i l a r  i n  many 

ways t o  couples  of t h e  l a r g e r  sample ( N  = 1,024) examined by F i e ld s  and 

M i t c h e l l  (1984b),  which i nc ludes  both working and nonworking wives. 

S p e c i f i c a l l y ,  t h e r e  a r e  no s i g n i f i c a n t  d i f f e r e n c e s  ( a t  t h e  5% l e v e l )  

between t h e  husbands'  r e t i r emen t  ages ,  l e v e l s  of educa t ion ,  i n d u s t r y  and 

occupa t i ona l  groupings ,  and r e t i r e e  b e n e f i t  amounts. Wives i n  t h e  dual-  

e a r n e r  subsample a r e  only s l i g h t l y  o l d e r  ( .8 y e a r s ) ,  s l i g h t l y  b e t t e r  edu- 

c a t e d  (.6 y e a r s ) ,  and t h e i r  husbands ' ea rn ings  a r e  somewhat lower 

(11-14%). These r e s u l t s  sugges t  t h a t  t h e  subsample of dua l  e a r n e r s  used 

i n  t h i s  paper i s  r e p r e s e n t a t i v e  of t h e  l a r g e r  group w i th  r e s p e c t  t o  

obse rvab l e  c h a r a c t e r i s  t i c s .  

l l l n  a few cases ,  a w i f e  f i rs t  in te rv iewed  i n  1969 was s t i l l  i n  t h e  

l a b o r  f o r c e  i n  1979, when t h e  LRHS in t e rv i ews  ceased. I n  such cases, 

RETAGE i s  s e t  equal  t o  t h e  woman's expected age of r e t i r emen t .  Other 

r e t i r e m e n t  age d e f i n i t i o n s  were a l s o  exp lored ,  i nc lud ing  t h e  age at which 

workers  l e f t  t h e i r  1969 jobs ,  and t h e  age a t  which they accepted S o c i a l  

S e c u r i t y  b e n e f i t s .  These exp lo r a to ry  ana lyses  proved q u i t e  s i m i l a r  t o  



t h o s e  r epo r t ed  below and a r e  not descr ibed  i n  d e t a i l  here.  Def in ing  

r e t i r e m e n t  a s  t h e  age of S o c i a l  S e c u r i t y  acceptance is r e l a t i v e l y  unin- 

t e r e s t i n g  f o r  marr ied women, s i n c e  a  ma jo r i t y  of t h e  sample of wives 

appear  t o  r e t i r e  ( u s ing  o t h e r  d e f i n i t i o n s )  p r i o r  t o  age 62,  t h e  age of 

f i r s t  e l i g i b i l i t y  f o r  S o c i a l  S e c u r i t y  (Iams, 1986). 

1 2 ~ h i s  sum is  t h e  emp i r i c a l  equ iva l en t  of PVY(R) + W i n  t h e  gene ra l  

model d i s cus sed  above. The extremely poor q u a l i t y  of t h e  asset d a t a  i n  

t h e  LRHS prec ludes  t h e  i n c l u s i o n  of an  extended measure of nonlabor 

income. 

13Fields  and Mi t che l l  (1984b) d e s c r i b e  t h e  c o n s t r u c t i o n  of HPVYR i n  

some d e t a i l  f o r  LRHS males i n  t h i s  sample. 

148 d a t a  appendix d e s c r i b i n g  t h e  c o n s t r u c t i o n  of t he se  v a r i a b l e s  is 

a v a i l a b l e  from t h e  a u t h o r s  on reques t .  

1 5 ~ h i s  method is used i n  Bazzol i  (1985) and F i e l d s  and Mi t che l l  

( 1984b). 

1 6 s i m i l a r  b e n e f i t  r u l e s  apply t o  husbands, but  because husbands'  

b e n e f i t s  a r e  g e n e r a l l y  l a r g e r  than ha l f  t h e i r  w ives ' ,  owing t o  women's 

i n t e r m i t t e n t  workforce a t tachment ,  t h i s  p o s s i b i l i t y  is set a s i d e  i n  t he  

e m p i r i c a l  computations. 

17F ie ld s  and Mi t che l l  (1984b) f i n d  t h a t  r e s u l t s  de r ived  u s ing  t h i s  

methodology resemble t hose  produced from a d i f f e r e n t  d a t a  set based on 

a c t u a l  pension p l an  r u l e s .  

1 8 ~ h e  sample of wives encompasses n ine  b i r th -year  groups,  s i n c e  it 

i n c l u d e s  women age 54-62 i n  1969. Age-specif ic  m o r t a l i t y  r a t e s  a r e  

i nco rpo ra t ed  accord ing ly .  

 his f i n d i n g  is  s i m i l a r  t o  t h a t  d i sce rned  f o r  male LRHS workers by 

F i e l d s  and M i t c h e l l  (1984b). 



2 0 ~ a l e  mor t a l i t y  p r o b a b i l i t i e s  a r e  taken i n t o  account,  along with a  

2% r e a l  discount  r a t e .  

2 1 ~ t h e r  family va r i ab l e s  were a l s o  inves t iga t ed ,  inc luding  the  pres- 

ence of dependent s i b l i n g s  or  parents ,  but missing d a t a  and small 

r e s u l t a n t  sample s i z e s  l i m i t  t he  s t r e n g t h  of these f indings.  The hea l th  

v a r i a b l e  i s  descr ibed i n  g r e a t e r  d e t a i l  by Bazzoli (1985). 

2 2 ~ h i s  f i n d i n g  a l s o  con t r ad ic t s  c ross -sec t iona l  f ind ings  f o r  s i m i l a r  

v a r i a b l e s ;  f o r  i n s t ance ,  see Bowen and Finegan (1969). 

2 3 ~ c ~ a d d e n  (1981) has pointed out t h a t  t h i s  condi t iona l  l o g i t  model 

has  t h e  v i r t u e  of being derived from u t i l i t y  theory. However, t he  model 

has  been c r i t i c i z e d  by o the r s ,  i n  t h a t  i t  assumes behavior is  unaffected 

by t h e  presence o r  absence of a l t e r n a t i v e s  not chosen by the  ind iv idua l ;  

t h i s  i s ,  the  I I A  assumption, o r  independence of i r r e l e v a n t  a l t e r n a t i v e s .  

Below w e  examine whether I I A  i s  a  s u i t a b l e  assumption i n  the  context of 

marr ied women's re t i rement  decis ions.  

241n order  t o  t e s t  t he  underlying v a l i d i t y  of t he  I I A  assumption 

d iscussed  e a r l i e r ,  w e  undertake th ree  formal t e s t s ,  each of which uses 

t h e  PVY-RET formulat ion i n  column 1 of Table 6  ( t hese  tests cannot be 

r e a d i l y  appl ied  t o  t h e  mixed l o g i t  formulat ions of columns 2-4). The 

f i r s t  t e s t ,  descr ibed by Hausman and EIcFadden (1981 ) , compares coef- 

f i c i e n t  e s t ima te s  der ived from using t h e  f u l l  da ta  set,  with those 

der ived  from using d a t a  subsets .  Estimated T va lues  range between 0.88 

and 2.05, f a r  smaller  than the  c r i t i c a l  va lues  of T required t o  r e j e c t  

t h e  n u l l  hypothesis  of I I A ;  w i th  2  degrees of freedom, the  c r i t i c a l  value 

i s  10.6 a t  p  = 0.005, and 5.9 a t  p  = 0.05. The I I A  hypothesis i s  a l s o  

no t  r e j e c t e d  using Smal l ' s  (1981) procedure. This approach e s s e n t i a l l y  



adds ano ther  v a r i a b l e  t o  t h e  model, which permits  "nearby" a l t e r n a t i v e s  

t o  a f f e c t  u t i l i t y  of an a l t e r n a t i v e  a c t u a l l y  chosen. We cannot r e j e c t  

t h e  n u l l  hypothes i s ,  which is  t h a t  t h e  es t imated  c o e f f i c i e n t  on t he  addi-  

t i o n a l  v a r i a b l e  equa l s  ze ro ;  t h e  es t imated  c o e f f i c i e n t  va lue  on t h i s  new 

v a r i a b l e  is  -0.23, wi th  a t - s t a t i s t i c  of 0.39. The f i n a l  t e s t  of the  I I A  

assumption i s  a s imple  Chi-square test. Th i s  compares p r ed i c t ed  

p r o b a b i l i t y  i n  t h e  s imple  l o g i t  model, wi th  those  from t h e  ordered l o g i t  

model, as de sc r i bed  i n  F i e l d s  and Mi t che l l  (1984b). Here too ,  one cannot 

r e j e c t  t h e  n u l l  hypothes i s  t h a t  I I A  ho lds ;  t h e  c a l c u l a t e d  va lue  of the  

test  s t a t i s t i c  is .001, wi th  3 degrees  of freedom, whereas t h e  c r i t i c a l  

v a l u e  i s  12.8 a t  p = 0.005, and 7.8 a t  p  = 0.05. I n  o t h e r  words, t he  I IA 

assumption i n  t h e  s imple  l o g i t  framework appears  t o  be app rop r i a t e  f o r  

examining women's r e t i r emen t  pa t t e rn s .  

2 5 ~ i e l d s  and Mi t che l l  (1984a),  Gustman and S te inmeie r  (1986),  Zabalza 

and Piachaud (1  98 1 ) . 
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