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Abst rac t  

Most re t i rement  s tud ie s  examine o lde r  married couples i n  which the 

husband i s  the s o l e  earner .  This paper extends the focus of ana lys i s  to 

examine o lder  dual-earner couples. I t  f u r t h e r  eva lua tes  the impact of 

Soc ia l  Secu r i ty  reforms on o lde r  working couples8 re t i rement  ages and 

r e t i r emen t  incomes. 

S p e c i f i c a l l y ,  I examine two quest ions:  (1)  What a r e  the l i k e l y  

e f f e c t s  of changes i n  Socia l  Secu r i ty  r u l e s  on the re t i rement  dec is ions  

of o lde r  working women and t h e i r  husbands? and ( 2 )  How a r e  these changes 

l i k e l y  t o  a l t e r  the incidence of poverty among re  t i r e d  dual-earner  

couples? The evidence suggests  t h a t  bene f i t  reforms intended to  b o l s t e r  

t he  S o c i a l  Secu r i ty  system's  f i n a n c i a l  pos i t ion  a r e  a l s o  l i k e l y  to worsen 

the  economic s t a t u s  of an important minority of dual-earner couples. 



Soc ia l  Secu r i ty  Reforms and Poverty 
among Older Dual-Earner Couples 

I n  the United S t a t e s ,  Soc ia l  Secu r i ty  b e n e f i t s  c o n s t i t u t e  a  s i g n i f i -  

c a n t  source of re t i rement  income: more than 90% of the aged a r e  paid 

b e n e f i t s  under the program, and almost two-thirds of e l d e r l y  households 

r ece ive  ha l f  o r  more of t h e i r  income from S o c i a l  Secu r i ty  (Upp, 1983; 

Andrews, 1985). I t  i s  therefore  important to  a s c e r t a i n  how Socia l  

S e c u r i t y  b e n e f i t  reforms such a s  those r ecen t ly  enacted w i l l  a f f e c t  o lder  

peop le ' s  income. The impact of b e n e f i t  reduct ions  on the l i v i n g  s tan-  

dards  of o lde r  persons depends on two f ac to r s :  the s i z e  of the Soc ia l  

S e c u r i t y  b e n e f i t  cu t s ;  and whether o lde r  workers counterac t  lower re  t i r e -  

ment b e n e f i t s  by working longer. This  paper extends pas t  research  by 

eva lua t ing  the s igns  and magnitudes of working couples '  responses to 

S o c i a l  Secu r i ty  reforms.1 Two c e n t r a l  ques t ions  guided the ana lys i s :  

(1 )  What i s  the a n t i c i p a t e d  impact of recent  changes i n  Soc ia l  S e c u r i t y  

r u l e s  on the re t i rement  dec i s ions  of o lde r  working couples? and ( 2 )  How 

a r e  these new r u l e s  l i k e l y  to a l t e r  the incidence of poverty among 

r e t i r e d  dual-earner  couples ,  taking i n t o  account induced changes in  

r e t i r emen t  behavior? 

Sec t ions  I and I1 ske tch  the re t i rement  incent ives  fac ing  o lde r  

couples  p r i o r  to and a f t e r  Soc ia l  Secu r i ty  reforms s i m i l a r  t o  those 

a c t u a l l y  l e g i s l a t e d  i n  1983, a s  wel l  a s  s eve ra l  o t h e r s  under cu r r en t  

d i scuss ion .  Sec t ion  I11 desc r ibes  a  model of the dual-earner  couples1 

r e  tiremen t dec i s ion  and i n d i c a t e s  the weight o lde r  couples appear to 

accord to income and l e i s u r e  time. Sec t ions  I V  and V r e p o r t  es t imated 

r e  tiremen t responses and changes i n  income and poverty s t a t u s  under the 

s imulated reforms. Throughout, a  p a r t i a l  equi l ibr ium approach i s  used; 



behaviora l  es t imates  assume t h a t  earnings and p r i v a t e  pension income 

remain unaffected by these reforms. A f i n a l  s ec t ion  presents  conclu- 

s ions .  

I. RETIREMENT INCENTIVES PRIOR TO THE REFORMS 

Recent da t a  do no t  e x i s t  wi th  which t o  a s s e s s  d i r e c t l y  how Socia l  

Secu r i ty  reforms a c t u a l l y  enacted a r e  a f f e c t i n g  cu r r en t  re t i rement  behav- 

i o r  and r e t i r e e  income. I t  i s  thus necessary to  update an o lde r  but  a  

n a t i o n a l l y  r ep re sen ta t ive  data  s e t  known as  the Longitudinal  Retirement 

His tory  Survey (LRHS) covering workers r e t i r i n g  during the 1970s. For 

the purpose of t h i s  s tudy,  dual-earner couples i n  the LRHS a r e  i d e n t i f i e d  

a s  those i n  which both the  husband and wife a r e  employed in  the paid 

l abo r  market i n  1 9 6 9 . ~  Our sample i s  l imited to pr iva te -sec tor  wage and 

s a l a r y  workers, s ince  no pension da t a  a r e  ava i l ab l e  f o r  government or 

m i l i t a r y  employees. The study i s  a l s o  r e s t r i c t e d  to couples i n  which the 

husbands were age 59-61 i n  1969, and the wives were age 54-62 i n  t h a t  

same year.3 The r e s u l t i n g  da ta  s e t  cons i s t s  of 139 dual-earner  couples,  

followed over a  ten-year period.4 

The LRHS and the earnings records which supplement i t  provide exten- 

s i v e  information on income oppor tun i t i e s  a v a i l a b l e  t o  working couples.  

These a r e  used t o  generate  pred ic ted  earn ings ,  pension, and S o c i a l  

Secu r i ty  income measures f o r  the o r i g i n a l  1970s data  f i l e .  Earnings 

h i s t o r i e s  f o r  both men and women a r e  employed to p red ic t  what each worker 

could have earned i f  he o r  she remained employed from 1969 onward. 

P r i v a t e  pension data  a r e  d i f f i c u l t  t o  obta in  f o r  both sexes. Since the 

LRHS only ind ica t e s  when a  pension i s  received,  industry-  l e v e l  bene f i t s  

f o r  r e t i r e e s  age 65 reported by Kotl ikoff  and Smith (1983) a r e  employed 



a s  proxies  f o r  b e n e f i t  amounts. Actuar ia l  reduct ions f o r  o the r  re t i rement  

d a t e s  a r e  a v a i l a b l e  from Schulz and L e a v i t t  ( repor ted  i n  Burkhauser and 

Quinn, 1980). women's b e n e f i t  l e v e l s  a r e  f u r t h e r  reduced by a f a c t o r  of 

22%, based on evidence from Lazear and Rosen (1987) on sex d i f f e r e n t i a l s  

i n  pension b e n e f i t  amounts. 

S o c i a l  Secu r i ty  b e n e f i t s  f o r  the 1970s data  f i l e  a r e  computed based 

on r u l e s  i n  e f f e c t  when the workers make t h e i r  re t i rement  decis ions.  This 

i s  assumed to  be when the  husband a t t a i n s  age 60,  i n  accordance with pre- 

v ious  research  ( ~ i e l d s  and Mi tche l l ,  1984b). Computations f o r  women a r e  

complicated by the f a c t  t h a t  a w i fe ' s  re t i rement  b e n e f i t s  can be based 

e i t h e r  on her  own earnings record o r  her  husband's,  whichever i s  l a rger .  

To ca r ry  ou t  t h i s  computation, i t  i s  necessary to  determine whether the 

husband i s  r e t i r e d  a t  each poss ib le  re t i rement  da te  open to  the wife. 

Consequently wives a r e  posi ted to  make t h e i r  re t i rement  dec is ions  con- 

t i n g e n t  on t h e i r  husbands' r e t i r emen t  dec is ions .  This "wife a s  follower" 

formulat ion i s  j u s t i f i e d  by the empir ica l  imposs ib i l i t y  of spec i fy ing  a 

f u l l y  simultaneous budget c o n s t r a i n t  where husbands r e a c t  to wives' 

r e t i r emen t  behavior,  and v i c e  versa.  I n  add i t i on ,  i t  seems p l aus ib l e  to 

formulate  wives' re t i rement  dec is ions  a s  condi t iona l  on t h e i r  husbands' ,  

a t  l e a s t  f o r  the cohor t  of women r e t i r i n g  during the 1970s. Whether 

t h i s  model w i l l  be a s  f i t t i n g  f o r  women r e t i r i n g  i n  the 1980s and beyond 

i s ,  a s  ye t ,  unknown. 

To a s ses s  the l i k e l y  impact of the seve ra l  S o c i a l  S e c u r i t y  reforms 

considered here,  the  1970s LRHS da ta  f i l e  i s  updated t o  represent  the 

r e t i r emen t  oppor tun i t i e s  fac ing  dual-earner  couples reaching r e t i r emen t  

age i n  1982 and beyond. Three da t a  modif icat ion s t eps  a r e  required,  

fo l lowing  the  procedure sketched by Fie lds  and Mi tche l l  (1984a): 



1. Earnings: Pre- t ax  earnings f o r  both members of the dual-earner  

couple a r e  updated by applying an economy-wide wage growth f a c t o r ,  on the 

assumption t h a t  o l d e r  workers share propor t iona te ly  i n  p roduc t iv i ty  

i nc reases  over time. Federal  income t ax  and Soc ia l  Secu r i ty  con t r ibu t ion  

formulas i n  e f f e c t  i n  1982 a r e  appl ied  to  c r e a t e  n e t  earnings of the hus- 

band and/or  wife ,  i f  employed. 

2. Pensions: Company-provided pension amounts a r e  updated to 1982 

d o l l a r s ,  on the assumption t h a t  pre-ret i rement  pension p r o f i l e s  during 

the  1970s did n o t  grow i n  r e a l  terms. Af te r  re t i rement ,  b e n e f i t s  a r e  

assumed t o  be cons tan t  i n  nominal terms a s  was t r u e  f o r  many plans during 

t h e  1970s   lark and McDermed, 1982). Federal  income tax i s  subt rac ted  

from g ross  pension amounts t o  a r r i v e  a t  n e t  r e a l  pension b e n e f i t s  f o r  

a l t e r n a t i v e  re t i rement  da tes .  

3. S o c i a l  Secu r i ty :  Real S o c i a l  Secu r i ty  b e n e f i t s  f o r  both members 

of the dual-earner  couple a r e  computed according to  the r u l e s  i n  e f f e c t  

i n  1982, taking i n t o  account t h a t  payments r i s e  i n  proport ion to  

i nc reases  i n  the Consumer P r i c e  Index. 

Components of the base l ine  income opportuni ty s e t  f o r  married men and 

t h e i r  wives contemplating re t i rement  i n  1982 a r e  displayed i n  the 

Appendix Table. These income amounts a r e  computed a s  of the po in t  when 

the  husbands reach age 60,  t h a t  i s ,  when both members of the couple a r e  

expected to  be making t h e i r  re t i rement  decis ions.  Present  values of 

annual  payments a r e  ad jus ted  by a  r e a l  discount  r a t e  of 2%, a s  wel l  a s  

s tandard  mor t a l i t y  f i g u r e s ,  which d i f f e r  by age and sex,  provided by the 

U.S. Department of Health and Human Se rv ices  (1975 and updates) .5 



I I. REFORM SCENARIOS 

Four S o c i a l  S e c u r i t y  reforms a r e  examined i n  t h i s  paper: an  i n c r e a s e  

i n  t h e  normal r e t i r e m e n t  age ,  an i n c r e a s e  i n  t h e  l a t e  r e t i r e m e n t  c r e d i t ,  

a  r i s e  i n  t h e  e a r l y  r e t i r e m e n t  p e n a l t y ,  and a de lay  i n  t h e  c o s t - o f - l i v i n g  

ad jus tment .  Before d e s c r i b i n g  t h e i r  p a r t i c u l a r s ,  i t  i s  u s e f u l  t o  remind 

t h e  r e a d e r  how 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  c0m~uted .6  

The f i r s t  s t e p  i n  d e r i v i n g  r e t i r e m e n t  b e n e f i t s  i s  t o  determine a  

w o r k e r ' s  Average Indexed Monthly Earnings  (AIME). T h i s  i s  der ived  by 

i n d e x i n g  e a r n i n g s  up t o  t h e  S o c i a l  S e c u r i t y  t a x a b l e  c e i l i n g  be tween 1951 

and t h e  y e a r  i n  which h e l s h e  reaches  age  60.  Low y e a r s  a r e  dropped, and 

t h e  remaining ones  averaged. 

The second s t e p  i s  t o  f i n d  t h e  worker ' s  Primary I n s u r a n c e  Amount 

(PIA). T h i s  is  determined u s i n g  t h e  fo l lowing  formula ,  w i t h  w end P o i n t  

1" s e t  t o  $230 and "Bend P o i n t  2" s e t  t o  $1,388 i n  1982 ( b o t h  Bend P o i n t  

r i s e  over  t ime w i t h  t h e  Consumer P r i c e  Index) :  

90% of  AIME t o   e end P o i n t  1" 

p l u s  

32% of  AIME between  end P o i n t  1" and "Bend P o i n t  2" 

p l u s  

15% of  AIME above  end P o i n t  2." 

The t h i r d  s t e p  is  t o  compute t h e  S o c i a l  S e c u r i t y  b e n e f i t  a  r e t i r e d  

worker could  r e c e i v e  a s  a  m u l t i p l e  of h i s l h e r  own PIA, which depends on 

h i s l h e r  r e t i r e m e n t  age: B e n e f i t  = M u l t i p l e  x  PIA. The m u l t i p l e  is  equa l  

t o  1.0 f o r  a  worker r e t i r i n g  a t  a g e  6 5 ,  w i t h  s m a l l e r  m u l t i p l e s  a p p l i e d  t o  

e a r l y  r e t i r e e s ,  and l a r g e r  ones t o  those  d e l a y i n g  r e t i r e m e n t .  



S p e c i f i c a l l y ,  the ea r ly  re t i rement  reduct ion f a c t o r  i n  1982 was 6.66% per  

y e a r ,  and the delayed re t i rement  c r e d i t  3% per  year  ( f igured  to the 

month, i n  ~ r a c t i c e )  . 
The f i n a l  s t e p  i n  computing b e n e f i t s  i s  to determine the spouse ' s  

b e n e f i t ,  i f  any. A wife  may rece ive  b e n e f i t s  based on her own earnings 

h i s t o r y  or  on her  husband's i f  he i s  r e t i r e d ,  whichever i s  g rea te r .7  I f  

the  wife is  65 and her  husband i s  r e t i r e d ,  she rece ives  50% of h i s  PIA; 

i f  she r e t i r e s  before  age 65,  t h i s  amount i s  reduced. I f  the husband is 

n o t  y e t  r e t i r e d  a t  the w i f e ' s  re t i rement  da t e ,  she may f i l e  f o r  bene f i t s  

on the b a s i s  of her  own record and these may be increased where 

app ropr i a t e  when her  husband r e t i r e s .  

The four  S o c i a l  Secu r i ty  experiments examined here opera te  by 

a l t e r i n g  the mu1 t i p l e s  a s soc i a t ed  with bene f i t  computations. Experiment A 

i nc reases  the normal re t i rement  age by changing the formula so t h a t  the 

mul t ip l e  equals  1 f o r  re t i rement  a t  age 67, ins tead  of a t  age 65 ( a s  i n  

1982). Congress has a c t u a l l y  implemented t h i s  change, phasing i n  age 67 

a s  the new normal age by the year  2027 ( t h e  s imula t ions  below a b s t r a c t  

from the phase-in per iod) .  Experiment B de lays  by s i x  months the cos t -  

o f - l i v i n g  adjustment appl ied  to  bene f i t s .  This  pol icy i s  i d e n t i c a l  to 

t h a t  enacted i n  1983, and has the e f f e c t  of decreasing r e a l  b e n e f i t s  by 

j u s t  over 2% (ha l f  the p reva i l i ng  i n f l a t i o n  r a t e  a t  the time). 

Experiment C increases  the l a t e  re t i rement  c r e d i t  by r a i s i n g  b e n e f i t s  

6 2/3% f o r  each year  worked beyond age 65. This c o n t r a s t s  with the 3% 

increment f o r  delayed re t i rement  i n  e f f e c t  p r i o r  to 1983. Experiment D 

i nc reases  the penal ty  f o r  r e t i r i n g  ea r ly .  S p e c i f i c a l l y  , ea r ly  b e n e f i t s  



a r e  reduced by 15% f o r  each year p r i o r  to  65 ,  ins tead  of the cu r r en t  

6  213%. This  proposal was advocated by the Reagan admin i s t r a t i on  i n  the 

e a r l y  1980s but  has n o t  y e t  been implemented. 

Tables  1 and 2 r e p o r t  how each of the pol icy reforms a l t e r s  annual 

and present  va lues  of Soc ia l  Secu r i ty  b e n e f i t s  a t  d i f f e r e n t  re t i rement  

ages ,  from the vantage po in t  of 1982. Resul t s  f o r  husbands of dual- 

ea rne r  couples i n  the LRHS sample a r e  provided f o r  t h e i r  60 th ,  62nd, 

65 th ,  and 67 th  b i r thdays ;  data  f o r  married women a r e  given on the wives' 

60 th ,  62nd, 65 th ,  and 67th  b i r thdays .  Both t ab l e s  hold cons tan t  r e t i r e -  

ment behavior;  t h e  next  s ec t ion  explores  poss ib le  behavioral  changes in  

r e t i r emen t  r e s u l t i n g  from these pol icy changes. 

Inc reas ing  the normal re t i rement  age a s  i n  Experiment A reduces both 

men's and women's Soc ia l  Secu r i ty  b e n e f i t s  s u b s t a n t i a l l y ,  regard less  of 

when the workers r e t i r e .  Annual payments f o r  husbands f a l l  by a  l a r g e r  

amount ($400-1,400) than do wives' ($300-900) , though percentage reduc- 

t i o n s  a r e  about the same. The d o l l a r  d i f f e r ence  i n  b e n e f i t  reduct ions  

a c r o s s  men and women i s  a t t r i b u t a b l e  to  the f a c t  t h a t  wives may rece ive  

t h e i r  own b e n e f i t s  o r  roughly ha l f  of t h e i r  husbands' ,  whichever i s  

g r e a t e r .  This  somewhat s o f t e n s  the impact of reduct ions  i n  t h e i r  own 

PIA. P re sen t  discounted values (PDV's)  of Soc ia l  Secu r i ty  b e n e f i t s  

d e c l i n e  sharp ly  f o r  men, f a l l i n g  by over $17,000 f o r  e a r l y  re t i rement  

d a t e s ,  and by more than $11,000 f o r  those r e t i r i n g  a t  65. Hence the 

experiment " t i l t s "  the  s t r u c t u r e  of Soc ia l  Secu r i ty  b e n e f i t s  i n  such a s  

way a s  t o  reward defer red  re t i rement  more powerfully than i n  the base l ine  

scenar io .  Wives' b e n e f i t s  under Experiment A a r e  a l s o  reduced, but  by 

roughly cons t an t  amounts f o r  re t i rement  ages 60-65. Hence the  experiment 



Table  1 

E f f e c t s  of the  Experiments on   us bands' Annual and P r e s e n t  
Discounted Value of S o c i a l  S e c u r i t y  B e n e f i t s  

( $  1982) 

  us band' s Ret i rement  Age 
6 0 6 2 6 5 6 7 

I. Annual S o c i a l  S e c u r i t y  Benef i t s :  

B a s e l i n e  $5,309 $5,424 $6,980 $7,531 

Experiment 

A. R a i s e  t h e  normal 
r e t i r e m e n t  age 

B. Delay t h e  c o s t - o f -  
l i v i n g  ad jus tment  5,186 5,298 6,819 7,358 

C. R a i s e  t h e  l a t e  
r e t i r e m e n t  c r e d i t  5,309 5,424 6,980 8,052 

D. R a i s e  t h e  p e n a l t y  f o r  
e a r l y  r e t i r e m e n t  3,650 3,729 6,980 7 ,531 

11. P r e s e n t  Value of S o c i a l  S e c u r i t y  Benef i t s :  

B a s e l i n e  $66,450 $67,870 $68,807 $62,385 

Experiment 

A. R a i s e  t h e  normal 
r e t i r e m e n t  a g e  

B.  Delay t h e  c o s t - o f -  
l i v i n g  ad jus tment  64,9 12 66,308 67,224 60,950 

C.  R a i s e  t h e  l a t e  
r e t i r e m e n t  c r e d i t  66,450 67,870 68,807 66,699 

D. R a i s e  t h e  p e n a l t y  f o r  
e a r l y  r e t i r e m e n t  45,688 46,673 68,807 62,385 



Table  2 

E f f e c t s  of t h e  Experiments on wives '  Annual and P r e s e n t  
Discounted Value of S o c i a l  S e c u r i t y  B e n e f i t s  

( $  1982) 

w i f e ' s  Re t i rement  Age 
6 0 6 2 6 5 6 7 

I. Annual S o c i a l  S e c u r i t y  B e n e f i t s :  

B a s e l i n e  $3,180 $3,344 $4,458 $4,926 

Experiment 

A. R a i s e  t h e  normal 
r e t i r e m e n t  age  2,385 2,508 3,744 4,648 

B.  Delay t h e  c o s t - o f -  
l i v i n g  ad jus tment  3,106 3,266 4,355 4,814 

C .  R a i s e  t h e  l a t e  
r e t i r e m e n t  c r e d i t  

D. R a i s e  t h e  p e n a l t y  f o r  
e a r l y  r e t i r e m e n t  2,186 2,299 4,458 4,926 

11. P r e s e n t  Value of S o c i a l  S e c u r i t y  Benef i t s :  

B a s e l i n e  $54,050 $55,565 $60,661 $57,047 

Experiment 

A. R a i s e  t h e  normal 
r e t i r e m e n t  age 45,002 45,677 53,301 54,334 

B. Delay t h e  c o s t - o f -  
l i v i n g  ad jus tment  52,807 54,287 59,266 55,734 

C. R a i s e  t h e  l a t e  
r e t i r e m e n t  c r e d i t  54,050 55,565 60,661 60,397 

D. R a i s e  t h e  p e n a l t y  f o r  
e a r l y  r e t i r e m e n t  43,230 43,703 60,661 57,047 



does no t  sharply a l t e r  the ti1 t of discounted S o c i a l  Secu r i ty  b e n e f i t s ,  

i n  c o n t r a s t  to the men's case. For both groups the experimental budget 

s t r u c t u r e  i s  roughly n e u t r a l  f o r  re t i rement  a f t e r  age 65,  i n  c o n t r a s t  

w i th  the base l ine  f igu res .  

Experiment B d e f e r s  the Soc ia l  Secu r i ty  cost-of-  l i v i n g  adjustment ,  

reducing r e a l  annual and discounted b e n e f i t s  only s l i g h t l y  f o r  both 

sexes.  Annual b e n e f i t s  f a l l  by about $100 and PDV'S  dec l ine  by about 

$1,500, f o r  both men and women. Evidently t h i s  experiment does no t  

s u b s t a n t i a l l y  a l t e r  S o c i a l  Secu r i ty  b e n e f i t  l e v e l s  o r  incent ives  f o r  

d e f e r r i n g  ret i rement .  

Rais ing the l a t e  re t i rement  c r e d i t ,  a s  i n  Experiment C ,  leaves annual 

and discounted b e n e f i t s  unchanged f o r  those who r e t i r e  a t  age 65 o r  

younger. For men de fe r r ing  re t i rement  to  age 67 ,  annual b e n e f i t s  a r e  

increased  by about $500, producing a  discounted stream which i s  higher  by 

$4,000. women's annual payments r i s e  by only $300 f o r  re t i rement  a t  67,  

which t r a n s l a t e s  i n t o  a  PDV inc rease  of j u s t  over $3,000. Because the 

reform a 1  t e r s  only b e n e f i t s  a f t e r  age 65,  and because the magnitudes a r e  

smal l ,  i t  does n o t  have a  s t rong  impact on re t i rement  incent ives  f o r  

e i t h e r  member of the dua 1-earner couple. 

Experiment D has  the l a r g e s t  impact on post-reform incomes, a s  i t  

imposes a  severe  pena l ty  on e a r l y  re t i rement ;  b e n e f i t s  f o r  re t i rement  a t  

and beyond age 65 a r e  n o t  a f f ec t ed .  A married man r e t i r i n g  a t  age 62 

under t h i s  s cena r io  would experience a  $1,700 f a l l  i n  annual b e n e f i t s ,  

y i e l d i n g  a  discounted income stream lower by $21,000. Experiment D thus 

impl ies  s t rong  new incent ives  to  de fe r  re t i rement ;  the  b e n e f i t  t i l t  is  

such t h a t  discounted b e n e f i t s  would r i s e  almost 50% i f  the husband were 



t o  r e t i r e  a t  65 in s t ead  of 62. For wives, the e f f e c t s  a r e  s i m i l a r  i n  

c h a r a c t e r  though smaller.  For re t i rement  a t  62, annual bene f i t s  f a l l  by 

$1,000, and PDV f a l l s  by about $12,000. The gain to de fe r r ing  retire- 

ment to age 65 is now about 40%, or  about $17,000. Because of the 

magnitudes of the b e n e f i t  cu t s  involved, and because of the drama t i c  

changes i n  gains  to  de fe r r ing  ret i rement ,  t h i s  reform would be expected 

t o  have the l a r g e s t  e f f e c t  on re t i rement  behavior, compared t o  the o ther  

t h r e e  descr ibed above. 

On balance, then, r a i s ing  the normal re t i rement  age and reducing 

e a r l y  re t i rement  bene f i t s  produce the l a r g e s t  drop i n  annual r e t i r e e  

income, f o r  both husbands and wives. Intermediate  e f f e c t s  a r e  discerned 

f o r  delaying the cos t-of - l i v ing  adjustment,  and increas ing  the l a t e  

r e t i r emen t  c r ed i t .  

111. BEHAVIORAL RESPONSE PARAMETERS 

To p r e d i c t  whether dual-earner couples w i l l  r e t i r e  l a t e r  o r  e a r l i e r  

under the four  Soc ia l  Secur i ty  reforms j u s t  descr ibed,  it is necessary to 

p r e d i c t  behavioral  responses to the new budget s e t s .  E a r l i e r  research  

sugges ts  t h a t  a d i s c r e t e  choice framework is empir ica l ly  usefu l  i n  

modeling both married men's re t i rement  behavior (F ie lds  and Mitchel l ,  

1984a) and t h a t  of t h e i r  wives (Pozzebon and Mi tche l l ,  1986). I n  t h i s  

framework, the u t i l i t y  of re t i rement  a t  age j i s  assoc ia ted  with the 

discounted income stream (PDVY) and the remaining l e i s u r e  time (RET) 

a s soc i a t ed  with t h a t  re t i rement  choice: 



Table 3 

E f f e c t s  of Experiments on Retirement Ages 

Predic ted  Changes i n  Retirement Age of 
Husbands Wives 

Experiment A: 
Ra ise  the norma 1 
r e  ti remen t age 

Experiment B: 
Delay the cost-of-  
1 iv ing  adjustment  

Experiment C : 
Rai se  the l a t e  
r e t i r emen t  c r e d i t  

Experiment D: 
Ra ise  the e a r l y  
r e t i r emen t  pena l ty  

+1.9 months 

+o. 1 

+o .2 

+3.1 

H . 4  months 



Parameter es t imates  of B and A ,  obtained using a l o g i t  maximization 

approach, i n d i c a t e  the r e l a t i v e  weight o lder  workers a s s o c i a t e  with 

income and l e i s u r e  oppor tuni t ies .  

Using t h i s  model, Pozzebon and Mitchel l  (1986) f ind  t h a t  o lde r  women 

who work appear to value l e i s u r e  r e l a t i v e  to income more s t rong ly  than do 

t h e i r  husbands. On the bas i s  of t h i s  f ind ing ,  it i s  a n t i c i p a t e d  t h a t  

wives' responses to Soc ia l  Secur i ty  reforms described here would be 

smal le r  than those of t h e i r  husbands. This  surmise may be evaluated 

empi r i ca l ly  by using behavioral  parameter es t imates  to p r e d i c t  changes in  

r e t i r emen t  pa t t e rns  r e s u l t i n g  from the four  experimental scenarios .  To 

t h i s  task I turn  next. 

I V .  EFFECTS OF THE REFORMS ON RETIREMENT AGES 

Cons i s t en t  with the approach throughout, a n a l y s i s  of the e f f e c t s  of 

t he  four  reforms on ret i rement  ages assumes t h a t  wives make t h e i r  r e t i r e -  

ment dec is ions  subsequent to those of t h e i r  husbands. Severa l  com- 

p u t a t i o n a l  s t e p s  a r e  required to obta in  the des i red  r e s u l t s .  F i r s t ,  

men's re t i rement  responses t o  each of the experiments a r e  pred ic ted ,  by 

combining re t i rement  coe f f i c i en t s8  f o r  the LRHS husbands with income 

streams under each of the reform scenarios.  Next, it is determined 

whether changes i n  men's re t i rement  ages a r e  s u b s t a n t i a l  enough to a l t e r  

t he  re t i rement  income oppor tuni t ies  a v a i l a b l e  to  t h e i r  wives, i n so fa r  a s  

wives ' bene f i t s  depend on t h e i r  husbands'. Having done t h i s ,  wives ' 

responses to these new budget s e t s  a r e  computed using behavioral  esti- 

mates derived by Pozzebon and Mitchel l  (1986). 



I t  would be an t i c ipa ted  t h a t  the re t i rement  responses of men to 

S o c i a l  Secur i ty  reforms would be the l a r g e s t  under Experiment D. 

Compared with the  o the r  th ree  cases considered, t h i s  reform reduces 

S o c i a l  Secur i ty  b e n e f i t s  by a g r e a t e r  amount and t i l t s  the PDV s t r u c t u r e  

more s teeply .  Indeed t h i s  expectat ion is  borne out  by the r e s u l t s  i n  

Table 3 ,  though augmenting the e a r l y  ret i rement  penalty produces very 

small  changes i n  men's re t i rement  ages overall--on the order  of three 

months. The o the r  experiments have even smaller  impacts on men's r e t i r e -  

ment, delaying i t  by 0.1 t o  2 months on average. I n  general ,  married men 

do n o t  appear to  extend t h e i r  work l i v e s  by very much when confronted 

wi th  the changes i n  re t i rement  oppor tun i t i e s  described here. 

Table 3 a l s o  shows how women's ret i rement  behavior changes under each 

of the reforms. As noted e a r l i e r ,  in  p r i n c i p l e  i t  i s  necessary to take 

husbands' changes i n  re t i rement  ages i n t o  account when computing wives' 

post-reform budget cons t r a in t s .  However, t h i s  proves to  be unnecessary 

under the  present  experiments, because men's re t i rement  responses a r e  so 

small.1° Consequently wives' responses to t h e i r  new budget s e t s  a r e  com- 

puted d i r e c t l y  using behavioral  parameters described above, assuming tha t  

t h e i r  husbands' re t i rement  ages a r e  given. 

Resu l t s  f o r  wives i n  Table 3 a r e ,  i n  most cases ,  reminiscent of the 

f ind ings  f o r  married men i n  terms of the d i r e c t i o n  and the ranking of 

responses. A s  was t rue  f o r  men, the l a r g e s t  estimated response among 

women occurs under Experiment D ,  which lowers e a r l y  re t i rement  bene f i t s  

and increases  the  reward t o  de fe r r ing  ret i rement .  The women's response 

i s ,  however, much smaller ;  wives a r e  predicted to delay ret i rement  under 

t h i s  scenar io  by only 0.7 months, whereas the f igu re  f o r  men is 3.1 



months. Also smal le r  a r e  the women's responses to the o the r  th ree  

experiments ,  a s  compared t o  men's. Experiments A and C have t i ny  posi- 

t i v e  e f f e c t s :  increas ing  the normal re t i rement  age i s  pred ic ted  to push 

back wives' r e t i r emen t  by 0.4 months, and r a i s i n g  the l a t e  re t i rement  

c r e d i t  would induce only a  0.1 month delay. A small  nega t ive  response of 

-0.5 months i s  p red ic ted  f o r  Experiment B. The f a c t  t h a t  women's r e t i r e -  

ment responses a r e  smal le r  than men's is a t t r i b u t a b l e  to  two f ac to r s :  (1 )  

parameter e s t ima te s  i n d i c a t e  women weigh income r e l a t i v e l y  l e s s ,  and 

l e i s u r e  more s t rong ly ,  than do men; and (2)  the Soc ia l  Secu r i ty  experi-  

ments themselves have a  somewhat smal le r  impact on women's incomes than 

on men' s. 

V. EFFECTS OF THE REFORMS ON RETIREMENT INCOMES AND POVERTY 

Whether and how these changes i n  re t i rement  income pol icy a f f e c t  

poverty among dual-earner  couples i s  addressed using Table 4.  This  t a b l e  

compares family income to  the  o f f i c i a l  poverty l i n e l l  f o r  two-member 

households a t  var ious  da tes .  For example, family income on the husband's 

60 th  b i r thday  i s  computed a s  the sum of h i s  and/or her  earnings ( i f  

e i t h e r  i s  employed a t  the t ime),  p lus  Soc ia l  Secu r i ty  and pension bene- 

f i t s  ( i f  e i t h e r  o r  both members of the couple a r e  e l i g i b l e ) .  S imi la r  

computations a r e  performed f o r  the  couple when the husband reaches age 

62, 65, and 67,  to  determine the dynamics of income p a t t e r n s  a s  the dual- 

e a r n e r  couples  age. 

Two caut ions  regarding the f ind ings  a r e  i n  order.  F i r s t ,  poverty 

computations a r e  only c a r r i e d  out  between the husband's 60th and 67th  

b i r thdays .  This  i s  f e l t  to be the r e l evan t  range f o r  the purposes of 



r e t i r e m e n t  po l icy  research ,  s i nce  i t  seems unl ike ly  t h a t  most o l d e r  i nd i -  

v i d u a l s  could be induced to  d e f e r  r e t i r emen t  beyond age 67 ( t h e  average 

r e t i r e m e n t  age f o r  men i s  now about age 63; F i e ld s  and Mi t che l l ,  1984b). 

A s  such, the p re sen t  a n a l y s i s  does n o t  speak to  ques t ions  of poverty 

among r e t i r e e s  i n  t h e i r  70s and beyond. A second cavea t  i s  t h a t  only 

earn ings  and r e t i r emen t  b e n e f i t s  a r e  considered i n  the computations , 

while  o t h e r  forms of income a r e  ignored. This  i s  n e c e s s i t a t e d  by the 

poor q u a l i t y  of a s s e t  da t a  i n  the LRHS. Since many o l d e r  couples  hold 

few a s s e t s  o t h e r  than t h e i r  homes, money income f i g u r e s  a r e  probably no t  

ve ry  skewed by t h i s  omission. 

The f i r s t  l i n e  of Table 4  i n d i c a t e s  t h a t  family income f o r  the 

average dua l -earner  couple i s  q u i t e  s u b s t a n t i a l  a t  the husband's 60 th  

b i r t hday .  This  i s  t r u e  i r r e s p e c t i v e  of whether one examines the base l ine  

o r  t he  fou r  experimental  scenar ios .  Because husbands and wives a r e  

working a t  t h a t  d a t e ,  and earn ings  a r e  r e l a t i v e l y  h igh ,  income exceeds a t  

l e a s t  twice the poverty l i n e  f o r  a l l  f ami l i e s .  E s s e n t i a l l y  the same pa t -  

t e r n  p r e v a i l s  a t  t he  husbands' 62nd b i r thday;  a t  t h a t  age most husbands, 

and almost  80% of t h e i r  wives a r e  s t i l l  employed. 

However by the time the husbands a t t a i n  age 65 ,  a  d i f f e r e n t  p i c t u r e  

begins  t o  emerge. By now, most of t he  husbands and two-thirds of the 

wives have r e t i r e d .  The base l ine  s cena r io  shows t h a t  11% of f a m i l i e s  a r e  

now below the  poverty l i n e ,  and another  26% a r e  q u i t e  c lo se  ( twice  the 

poverty l i n e ) .  This  p i c t u r e  is  e s s e n t i a l l y  reproduced under Experiments B 

and C. I n  c o n t r a s t ,  Experiments A and D have more severe e f f e c t s .  

Ra is ing  the  normal r e t i r emen t  age ( a s  implemented i n  1983) and lowering 
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Table 4 

Family Income and Poverty over Time: Baseline and Four Experiments 

Percentage of Families with Income of 
Between Between 

< 1 a n d 2 x  2 a n d 3 x  > 3 x  
 over ty Poverty Poverty Poverty 

Line Line Line Line 
(1)  (2) (3) (4) 

 usb band's Age = 60 

Baseline and A l l  
Experiments 

11.  usb band' s  Age = 62 

Baseline and A l l  
Experiments 

111.   us band's Age = 65 

Baseline 

A :  Raise the normal 
ret irement age 

B:  Delay the cost-  
of - l i v ing  
adjustment 

C:  Raise the l a t e  
ret i rement c r e d i t  

D :  Raise the early 
ret irement penalty 

I V .   usb band' s  Age = 67 

Baseline 

A :  Raise the normal 
ret irement age 

B: Delay the cost-  
of - l i v ing  
adjustment 

C: Raise the l a t e  
ret i rement c r e d i t  

D:  Raise the ear ly  
ret irement penalty 



e a r l y  r e t i r e m e n t  b e n e f i t s  r a i s e  the  i n c i d e n c e  of pover ty  by 45% ( r e l a t i v e  

t o  t h e  husband' s 65 t h  b a s e l i n e  income). Near-pover ty--a fami ly  income of 

between 1 and 2 t imes  p o v e r t y - - r i s e s  by more than 25%. 

When t h e  husband i s  age  6 7 ,  pover ty  r a t e s  u s i n g  t h e  b a s e l i n e  model a s  

w e l l  a s  Experiments B and C i n c r e a s e  somewhat, t o  14% (from 11% a t  age 

6 5 ) .  T h i s  i s  mainly exp la ined  by t h e  e a r n i n g s  d e c l i n e  f o r  both  members of 

t h e  coup le ,  exacerba ted  by f a l l i n g  r e a l  pension b e n e f i t s  a s  they a r e  

eroded by i n f l a t i o n .  R e s u l t s  f o r  Experiments A and D a r e  even more 

s t r i k i n g  than b e f o r e ,  wi th  a  57% i n c r e a s e  i n  t h e  i n c i d e n c e  of pover ty  and 

roughly a  50% i n c r e a s e  i n  near-pover ty .  

I t  should be  recognized t h a t  most d u a l - e a r n e r  r e t i r e d  f a m i l i e s  i n  t h e  

a g e  range examined a r e  a c t u a l l y  r a t h e r  w e l l - o f f .  A l l  of t h e  sample 

c o u p l e s  a r e  above t h e  pover ty  l i n e  when t h e  husband r e a c h e s  a g e  60. 

Between t h e  husbands'  6 0 t h  and 6 7 t h  b i r t h d a y s ,  83% o f  a l l  f a m i l i e s  

r e c e i v e  income g r e a t e r  than  t h e  pover ty  l i n e  i n  every  y e a r ,  us ing  t h e  

b a s e l i n e  p r o j e c t i o n s .  The p r o p o r t i o n  non-poor i n  every  y e a r  between the  

husband ' s  6 0 t h  and 6 7 t h  b i r t h d a y  is  s t i l l  a s  h igh a s  73% even under t h e  

most s t r i n g e n t  re fo rm,  Experiment D. N e v e r t h e l e s s ,  i t  i s  e v i d e n t  t h a t  

p o v e r t y  grows more p r e v a l e n t  a s  coup les  a g e ,  even f o r  t h i s  r e l a t i v e l y  

w e l l - o f f  group. 

I n  sum, t h e  evidence s u g g e s t s  t h a t  a l t e r i n g  S o c i a l  S e c u r i t y  b e n e f i t s  

h a s  v i r t u a l l y  no impact on r e t i r e m e n t  a g e s  f o r  most d u a l - e a r n e r  couples .  

Indeed,  t h e  r e s p o n s e s  of o l d e r  working wives prove t o  be even s m a l l e r  

t h a n  t h o s e  of t h e i r  husbands. A l l  f o u r  exper iments  p r e d i c t  a  n e g a t i v e  

e f f e c t  on r e t i r e m e n t  income. R a i s i n g  t h e  normal r e t i r e m e n t  age and /or  

augmenting t h e  e a r l y  r e t i r e m e n t  p e n a l t y  a r e  two reforms which g r e a t l y  



increase  the incidence of poverty and near-poverty among dual-earner 

r e  t i r e d  couples. 

V I .  CONCLUSION AND DISCUSSION 

Retirement dec is ions  of o lder  dual-earner couples a r e  the focus of 

ana lys i s  i n  the  present  paper. Spec i f i ca l ly  , two questions a re  addressed: 

(1 )  What a re  the l i k e l y  e f f e c t s  of changes i n  Socia l  Secur i ty  ru l e s  on 

the re t i rement  dec is ions  of o lder  working women and t h e i r  husbands? and 

( 2 )  How a r e  these changes l i k e l y  to a l t e r  the incidence of poverty among 

r e  t i r e d  dual-earner couples? 

The evidence ind ica t e s  t h a t  r a i s i n g  the normal ret i rement  age and 

reducing e a r l y  ret i rement  bene f i t s  produce the l a r g e s t  drop in  annual 

r e t i r e e  income, f o r  both husbands and wives. Intermediate e f f e c t s  a re  

discerned f o r  delaying the cost-of- l i v ing  adjustment and increasing the 

l a t e  re t i rement  c r e d i t .  I n  a l l  four cases,  ret i rement  responses a re  

extremely small f o r  both members of the dual-earner couples. A t  the same 

time, a t  l e a s t  two of the reforms g rea t ly  increase the incidence of 

poverty and near-poverty among such couples: r a i s i n g  the normal r e t i r e -  

ment age and augmenting the ea r ly  ret i rement  penalty. 

These f indings imply a r a the r  pess imis t ic  assessment of the Social  

Secur i ty  reforms enacted i n  1983, a s  well  a s  those which were discussed 

bu t  no t  ye t  enacted. A l l  of the reforms diminish the l i v ing  standards of 

many couples who reached ret i rement  age i n  r e l a t i v e l y  good standing eco- 

nomica l l y  , though they have v i r t u a l l y  no impact on ret i rement  pa t te rns .  

I t  appears t h a t  reducing bene f i t s  i n  a manner which improves the Socia l  

Secur i ty  system's f i n a n c i a l  pos i t ion  i s  a l s o  l i k e l y  to worsen the eco- 

nomic s t a t u s  of an important minority of dual-earner couples. 



Appendix Table  

Components of the  B a s e l i n e  (   re-ref orm) Budge t Se ta 
( $  1982) 

A t   usb band' s Re t i rement  Age 
I. Husbands 6 0 62 6 5 6 7 

P r e s e n t  Discounted Values of 

1. Earnings  $0 $29,812 $68,122 $88,992 

2. Pensions  7 ,061 9,986 16,818 20,095 

3 .  S o c i a l  ~ e c u r i t ~ b  
Husband 66,450 67,870 68,807 62,385 
Wife 24,208 24,907 25,575 25,204 

4 .  T o t a l  income 97,709 132,573 179,321 196,675 

A t  w i f e ' s  Ret i rement  Age 
11. Wives 6 0 6 2 6 5 6 7 

P r e s e n t  Discounted Values of 

1. Earnings $0 $15,341 $36,941 $50,136 

2. Pensions  14,593 21,631 29,817 30,574 

3 .  S o c i a l  S e c u r i t y C  
Husband 54,050 55,565 60,661 57,047 
Wife 

4. T o t a l  income 68,643 92,538 127,419 137,756 

a ~ h e s e  f i g u r e s  d i f f e r  s l i g h t l y  from those i n  TlO. 1, p. 113 of F i e l d s  and 
M i t c h e l l  (1984b) because only  a s u b s e t  of husbands i n  t h a t  s tudy  had 
working wives. I n  a d d i t i o n  the  p r e s e n t  va lue  of pension b e n e f i t s  i s  
h i g h e r  h e r e  owing to  an ad jus tment  i n  the  d i s c o u n t i n g  procedure.  

b ~ o m p u t a t i o n s  assume t h a t  t h e  wi fe  f i l e s  f o r  S o c i a l  S e c u r i t y  on her  hus- 
band ' s  r ecord  a t  h i s  r e t i r e m e n t  da te .  

C ~ o m p u t a t i o n s  assume t h a t  the  wife  r e c e i v e s  S o c i a l  S e c u r i t y  based on h e r  
own record  o r  t h a t  of h e r  husband, whichever i s  higher .  



Notes 

l ~ a r o n  (1982) and M i t c h e l l  and F i e l d s  (1982) review prev ious  r e t i r e -  

ment research .  Recent l i f e - c y c l e  models of men's r e t i r e m e n t  p a t t e r n s  

i n c l u d e  F i e l d s  and M i t c h e l l  (1984a) ,  Gustman and S te inmeie r  (19861, 

B u r t l e s s  and M o f f i t t  (1984).  Older  women's employment is  examined by 

C la rk  e t  a l .  (1980) ,  Hanoch and Honig (1983) ,  Henre t ta  and 0 ' ~ a n d  (1980, 

1983) ,  and Honig (1985). None of t he se  s t u d i e s  e s t i m a t e s  a  l i f e - c y c l e  

model f o r  dua l -ea rner  couples.  

2 ~ i n g l e s  of both s exes  a r e  a l s o  included i n  t he  LRHS b u t  a r e  n o t  t h e  

f o c u s  he r e ;  s e e  Honig (1985).  

3 ~ h e  women and t h e i r  husbands a r e  p r e s e n t  i n  a l l  waves of the  LRHS 

between 1969 and 1979. 

4 ~ h i s  group i s  sma l l e r  than t h e  group of 1,024 wh i t e  married men 

examined i n  ou r  p rev ious  a n a l y s i s  ( F i e l d s  and M i t c h e l l ,  1984a). However, 

most of those  men were marr ied t o  women who were n o t  employed f o r  pay a t  

t h e  time t he  husband was making h i s  r e t i r emen t  dec i s ion .  Pozzebon and 

M i t c h e l l  (1986) d e s c r i b e  how the  subsample of dua l -ea rner  couples  i s  

e x t r a c t e d  from t h e  l a r g e r  group and emphasize impor tan t  s i m i l a r i t i e s  

between t h e  l a r g e r  sample and t h a t  used h e r e  i n s o f a r  a s  educa t ion ,  age,  

husband' s income, and husband' s r e t i r e m e n t  age. 

5~ t o c h a s t i c  even t s  o t h e r  than dea th  a r e  assumed t o  have no i n f l uence  

on income o p p o r t u n i t i e s .  While t h e  c e r t a i n t y  assumption has  been r e l axed  

i n  a  few r e c e n t  r e t i r e m e n t  models, they cannot  r e a d i l y  i nco rpo ra t e  t h e  

complex i t i e s  of t h e  s e q u e n t i a l l y  determined budget c o n s t r a i n t  i n  t he  

dua l - ea rne r  c a s e  ( ~ i a m o n d  and Hausman, 1984).  

6 ~ e e  Myers (1985) f o r  a  d i s cus s ion  of c u r r e n t  and p a s t  S o c i a l  

S e c u r i t y  r u l e s .  



7 ~ n  p r i n c i p l e ,  a  husband might r e c e i v e  more on h i s  w i f e ' s  r ecord  than 

on  h i s  own, b u t  t h e  chances a r e  s u f f i c i e n t l y  remote f o r  t h i s  t o  occur  

t h a t  t h e  p o s s i b i l i t y  is  ignored i n  computat ions  below. 

8 ~ o g i  t e s t i m a t e s  f o r  men a r e  d e r i v e d  a s  d e s c r i b e d  i n  F i e l d s  and 

M i t c h e l l  (1984b).  The c o e f f i c i e n t s  used h e r e  d i f f e r  i n  t h e  second decimal  

p l a c e  from t h o s e  used i n  t h e  e a r l i e r  paper ,  s i n c e  r e a n a l y s i s  of t h e  o r i -  

g i n a l  d a t a  s e t  i n d i c a t e d  t h a t  men's pension v a l u e s  had been computed 

u s i n g  t o o  h igh  a  d i s c o u n t  r a t e  i n  t h e  p rev ious  s tudy.  Applying a  

c o r r e c t e d  d i s c o u n t  r a t e  r a i s e d  t h e  f i g u r e s  f o r  t h e  p r e s e n t  v a l u e  of t o t a l  

income f o r  men by 1 t o  2 % ,  hence t h e  n e g l i g i b l e  change i n  b e h a v i o r a l  

parameters .  

9 ~ e s p o n s e s  of t h i s  magnitude a r e  s i m i l a r  t o  those  r e p o r t e d  by 

B u r t l e s s  and M o f f i t t  (1984) ,  Gustman and S t e i n m e i e r  (1986) ,  Hausman and 

Wise (1985) ,  and Zabalza and Piachaud (1981).  

l 0 ~ u d g e t  s e t  f i g u r e s  f o r  husbands a r e  d e f i n e d  a t  each b i r t h d a y ;  con- 

s e q u e n t l y ,  changes i n  r e t i r e m e n t  a g e s  of l e s s  than a  f u l l  y e a r  a r e  too 

s m a l l  t o  change computed f i g u r e s  f o r  husbands' r e t i r e m e n t  incomes. 

I n s p e c t i o n  of t h e  d i s p e r s i o n  of i n d i v i d u a l  men's r e t i r e m e n t  age  responses  

conf i rms  t h a t  i n  no c a s e  does  t h e  e s t i m a t e d  change i n  a  husband's  r e t i r e -  

ment age  e q u a l  o r  exceed s i x  months a s  a  r e s u l t  of t h e  f o u r  exper iments .  

' lpover  ty l i n e s  f o r  two-person households  a r e  t aken  from t h e  S o c i a l  

S e c u r i t y  B u l l e t i n  (u.s. Department of Hea l th  and Human S e r v i c e s ,  v a r i o u s  

y e a r s ) .  For  f u t u r e  y e a r s ,  t h e  nominal pover ty  l i n e  i s  p r o j e c t e d  us ing  

t h e  4.8% i n f l a t i o n  r a t e  used throughout  t h e  s tudy.  I do n o t  use  t h e  

p o v e r t y  l i n e  f o r  e l d e r l y  households (age  65+) because  husbands i n  the  



LRHS sample a r e  age  60 i n i t i a l l y ,  and t h e i r  wives tend t o  be even 

younger.  The pover ty  l i n e  f o r  t h e  e l d e r l y  i s  a b o u t  10% lower than f o r  

n o n e l d e r l y  households ,  s o  u s i n g  t h e  o v e r a l l  pover ty  l i n e  produces  upper- 

bound e s t i m a t e s  of t h e  a c t u a l  i n c i d e n c e  of low income i n  t h e  LRHS sample 

o f  d u a l - e a r n e r  r e t i r e d  couples .  
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