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

Ev1dence From the Retirement History Study

by Alan Fox*

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

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

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

retired-worker benefits. It also traces income sources -

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

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

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

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

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

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

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

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

changes in the total at benefit receipt, and income

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

Data and Methodology

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

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

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

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

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

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

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

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

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

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

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

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

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

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

|,x

é |

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

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

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

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

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

' Income Change at Benefit Receipt

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

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

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

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

relatively few nonmarried men and women with pen-

. sions. For married couples, the median income ratio

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

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

rity, sex, and marital status !

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

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

2 In December 1982 dollars.

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

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

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

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

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

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

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

Change by Pension Receipt

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

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



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

shares of aggregate income!

Vo

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

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

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

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

67 by 74 79 62 64

eesicersnsersenas 1 3 0 1 1 s

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

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

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

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

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

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

ASSELINCOME . o vt vaveansosnosecsananonnsosnersassssnsasnosssnse 9 20 8 17 10 24

Publicwelfare . oovvevvivnenersnnsecrsncenseeens 0 0 0 0 \ 0 1

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

Nonmarried men

Percent receiving source:

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

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

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

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

PublicWelfare ..o oovnvenenensensnnerssesosacoasasossnasnssanenss
OtherincomMeE 2 .. vuuivrnsiorosasnsssercasersocsvascsssasoanasos

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

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

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

Sec footnotes at end of table.

342

$16,760

16,370
5,530
“
6,170

@
2,110

285

4] .

98

42
50

10

$10,790"

5,120
7,020
4,370
6,450
2,910
“@

2,700

100

63
38
]
13

111
87
22

2t

$22,020

21,470
@
@

“w .

2,460
@
“)

100

—OQ/Q—-\I

120
19
100
92
100

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

100

79
K}

14

1

»

.

231

91 .

9
4
5
43
L)
12

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

ROV 3

'

165
58

39

13 -

'$8,100
+5,410

3,640

3,640
2,530
@
@

. 100

38

43
43

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

shares of aggregate income ! —Continued

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

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

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

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

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

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

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

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

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

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

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

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

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

4 Not computed; base less than 25 sample cases.

Change by Pre-Retirement Income Level

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

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

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



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

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

Percent receiving source: T ‘

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

18%

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

) Earnings

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

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

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

were far higher than among the lower-income groups

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

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

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

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

Change by Occupation of Longest Job

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

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

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



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

of aggregate income !

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

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

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

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

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

Percent receiving source: !

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

...... Py s R 1 =n

1-2 years after the initial re-

PRI . R

benefit survey, conducied 1

household, disability income other than Social Security, and other income.
3 See footnote 3, table 2.
4 Not computed; base less than 25 sample cases.

ceipt of benefits. Presumably, these persons in

t
meantime had had their benefits su spg_fldgd_ so that th

could continue to work.

Three-fourths of professional and technical workers
had pensions other than Social Security—a proportion
far higher than the overall figure of 49 percent. By con-
trast, only 3 percent of private household workers and
11 percent of farmers had pensions other than Social Se-
curity. Laborers often work in large companies with
formal labor-management arrangements such as union
contracts, so the proportion receiving pensions other
than Social Security—39 percent—was not as low as
might have been expected from their low income level.

Receipt of asset income and the share of assets in the
income aggregate foliow closely from the general
economic status of persons in a given occupation. Pro-
fessional and technical workers, managers, and farmers
received almost 30 percent of their aggregate retirement

2immminnn Lomen mooade el 2 \ PP SR

HICUILIC 11Ul asdCly, t\ lllgll PIopul llUll Ul LIC[ILGI auu
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Table §.—Income ratios and composition at benefit receipt, by occupation of longest job: Total income ratio, percent
receiving selected sources, average amount per recipient, and shares of aggregate income 1

Service
Profes- Crajts except Service:
sional and Clerical and oper- private private
Item Total .| technical |Managers | and sales atives houschold | household | Laborers | Farmers
Total income ratio:
Totalpumber .....ccvvvverneneness| 2,463 285- 342 365 97s 213 63 144 90
Total Percent. cvevennervnnnnnnanens 100 * 100 100 100 100 100 100 100 100

Drop: Ratiolessthan90 ......ccove0uves 73 74 75 72 80 68 29 67 53

Constant: Ratio90-110......0c00000000e 11 11 10 12 8 14 21 12 10

Rise: Ram_n!:.r!t.n't.mmnllll».;:-»H;;““= 16 15 15 16 12 18 51 21 37

Medidn. ..o ioeirennersncssonnsncnnne 66 64 64 69 62 - 69 111 69 86

Percent receiving source: ’

Earnings. .cocvvveveenssensssnsennanes 45 41 49 4 38 51 1 49 62
Respondent ....ocvviveneinsninnnses 40 38 47 40 32 48 71 42 58
SPOUSE .. uieiieiiienieiiiiatiiiens 10 6 10 8 12 9 1 15 13

Pensionincome, total, .. .ovvviiannnninen 97 98 96 95 97 96 87 97 97

95 96 95 93 96 96 87 93 97
49 74 46 51 55 37 3 39 11

ASSELINCOME ¢ ivteerivntannseranennnss 67 89 83 76 63 56 24 41 85 -

Publicwelfare .........00000e 4 0 1 2 4 7 124 14 4

Otherincome2, . .ovvvvneeneanneencnnsse 9 7 9 12 8 9 9 8 4

Average amount per recipient: 3
Totalincome.............cc00vu....|$15,150 $23,870 | $21,760 $14,060 $13,200 $10,540 $5,290 | $11,010 | $16,250

Barnings. .covvererrcccccnessenssnnass] 5910 6,670 7,330 6,290 5,190 4,720 3,510 5,240 9,160
Respondent .....oeeevnevoncenseesss| 5,260 6,300 6,260 5,490 4,490 4,200 3,220 4,560 9,100
SPOUSE +.ivviinerneneincnniniassans| 5,400 @ 6,940 7,830 4,940 @ “ 4,180 @

Pensionincome, total. . ....ovivvvnennnn 9,800 14,720 12,000 8,870 9,800 6,850 2,620 7,670 6,150
SOCIAI SECUTIIY ¢ ovovrrenescacansesens] 0,350 7,090 7,450 5,840 6,930 4,560 2,460 5,120 5,800
Otherpensions . ..oovvvvvveenncessnssf 6,810 10,390 9,510 ' 5,920 5,160 6,110 @ 6,790 @

Assetincome ... oiiiiiinieeninianaes| 4,030 6,980 7,620 3,290 2,180 1,960 @ 1,470 6,960

Publicwelfare .. .vviiieieineaneieea. ] 1,900 “@ @ 1,540 “@ “4 “ “

Otherincome 2. ....civiuvainnevananas) 2,980 “@ 3,620 2,250 2,260 @ @ “@ @

Shares of aggregate income: .
TOtAl PETCENMt. e v v vevecnnososennnvs 100 100 100 100 100 100 100 100 100

Earnings. . coovevesserrsncsasssassanes 17 12 16 20 15 23 47 23 35
Respondent ...oevvnnncvnncsoncnanne 14 10 14 16 ! 11 19 43 18 kY]
SPOUSE .o ivvinrrorennsenssoncsnsans 4 i 3 i 4 4 4 [ 2

Pension income, total. . ... 62 61 53 60 72 63 43 67 37
SocmlSecumy...................... 40 29 33 39 50 4] 40 43 35
\.lul:lpﬁTISi\‘Ji‘IS....-................- 22 32 20 21 21 21 2 24 2

ASSELiNCOME . vuvvevrennersnanssasanes 18 26 29 18 10 10 2 6 28

Publicwelfare ........coviveeinnnennss 1 0 0 1 0 1 5 2 0

Otherincome 4, . ... iivrenrresnscnanns 2 2 2 2 2 3 3 1 [4]

1 Limited to those first recciving retired-worker benefits in 1969-77. Longest
job defined as of 1969 survey.

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

sales workers had asset income, but in relatively small
amounts, resultine in nn!v an 18-percent share, For

RisaV iy avSweavenad (8 0 ¢ e vwais SelaSe

craft workers and machine operators, service workers,
and laborers, asset income amounted to 10 percent or
less of the aggregate amount.

Public welfare income was received by about 15 per-
cent of private household workers and laborers. Only
for the former, however, did it provide as much as 5§

percent of aggregate income.

Change by’lndustry of Longest Job

Persons who had worked in agriculture, forestry, and
fishing and in the trade and service industries were more
likely than most to have earnings after benefit receipt
(table 6). Those who had been employed in mining,
transportation and public utilities, and 'in public ad-
ministration and the Armed Forces were the least likely
to continue working. Pensions other than Social Securi-

hoysehold, disability income other than Social Security, and other income.
3 See footnote 3, table 2.
4 Not computed; base less than 25 sample cases.

ty were received by about 85 percent of those who had

served in public administration or the Armed Forcec:

SUL TV L5 PRl QUEAUUSHI RuVI: VL IV Jsainla VIS

for them, such pensions represented 50 percent of ag-
gregate income, more than twice the overall average,
This finding reflects both substantial pension coverage
in the public sector and the fact that many public pen-
sions take the place of Social Security. Transportation
and public utility workers and miners also had above-
average pension receipt. Asset income was spread fairly
evenly across industries; workers in finance, insurance,
and real estate had a substantially higher-than-average

incidence and share of this source.

Detailed Income

———n

Compaosition

Post-benefit income composition is shown in detail in
table 7. Highlights include:

Earnings. Self-employment is relatively common as a
source of earnings after benefit receipt for married men.

12
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Table 6.—Income ratios and composition at benefit receipt, by industry of longest job: Total income ratio, percent
receiving selected sources, average amount per recipient, and shares of aggregate income !

. . Finance,
Agricul- < Transpor- insur- Public
ture, tationand ance, admin.
. forestry, Con- Manu- public real and Armed
Item Total fishing Mining | struction | facturing . utilities Trade estate Service Forces
Total income ratio: .
Totalnumber, ...covvvaeses 2,463 146 41 167 815 170 - 398 106 481 130
Totalpercent,....cooueess. 100 100 100 100 100 100 100 100 100 100

Drop: Ratiolessthan90......... 73 53 76 80 82 | 79 68 76 61 75

Constant: Ratio90-110,........ 1 12 7 10 8 11 14 8 18 8

Rise:' Ratiomorethan110....... 16 36 17 1 10 10 18 16 24 16

Medidn. .cooirersesccnnnnanes 66 86 70 62 60 62 n 63 74 n

Percent receiving source: .

Barnings....ocevecennnccnnons 45 61 23 48 35 31 57 46 52 34
Respondent......v0see P 40 58. 18 39 30 25 53 41 50 26
SPOUSE 4vvverivcsnsnansnne . 10 12 7 20 9 10 12 10 5 14

Pensionincome, total........... 97 9% 100 97 97 97 9% 95 95 9
Social Security. cvccevensee vee 95 95 100 96 95 95 95 91 94 97
Other pensions . ........ veeee 49 15 75 45 58 72 30 62 40 84

Assetincome. .. .vivnennennnns 67 50 68 61 69 68 68 80 66 74

Public welfare. ........ veseeres 4 12 0 4 3 4 3 1 s 3

Otherincome 2. ... .c0uvuesn ves 9 s 4 9 9 7 9 12 9 9

Average amount per recipient: 3
Totalincome....covvvvnenn $15,150 | $13,540 | $18,830 | $14,630 | $14,340 $16,340 | $13,460 | $21,300 | $14,610 $21,9%0

Earnings....... eesieriesaens 5,910 7,700 @ 6,100 5,510 5,450 5,720 | - 8,980 5,210 7,250
Respondent.....ccovevennens 5,260 7,220 @ 4,730 5,000 4,860 5,100 1,330 4,800 6,190
SPOUSE «.vvverennrananannne 5,400 @ @ 5,630 4,640 @ 4,900 @ 6,820 ®

Pensionincome,total . ......00ne 9,800 5,550 14,110 | . 9,250 10,270 12,270 7,540 11,160 8,900 16,290
Social Security. cccossrencnnes 6,390 5,160 8,040 7,210 7,100 6,850 6,160 6,840 5,350 5,300
Other pensions ., .... cieraaees 6,810 2,900 5,380 4,510 5,600 7,470 4,400 7,040 8,680 13,010

Assetincome. .. ...00... .| 4,030 6,210 5,430 3,900 3,090 3,590 3,900 1,700 4,490 4,070

Public welfare. ....... 1,900 @ ces @ 1,580 @ @ @ 1,450 “

Other income 2 2,980 @ @ @ 2,480 @ 3,010 @ 4,290 @

Shares of aggregate income: !
) Totalpercent......ccoouuee 100 100 100 100 100 100 100 100 100 100

ERIMINGS. . c0vvrnecracsssseanas 17 35 4 20 14 10 24 19 19 11
Respondent.......... LY 14 31 4 13 11 7 20 14 16 7
SPOuUsSe ...vurennne 4 4 1 8 3 3 4 s 2 4

Pensionincome,total ... .00uuss 62 40 75 62 "7 3 54 50 58 73
Social Security. ..ooveroes. vee 40 36 43 43 47 40 44 29 34 23
Otherpensions .....ccoveeess R 2 3 21 14 23 Kk} 10 21 24 s0

Assetineome.....cvevueencones 18 23 20 16 15 15 20 29 20 14

Publicwelfare, ...oovevennenees 1 2 0 0 0 0 1 0 1 1

Otherincome2....ccveevenenss 2 1 1 2 2 1 2 1 3 1

) ! Limited to those first recemn; reured-worker benefits in 1969-77. Longest
job defined as of 1969 survey. .

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

ment compensation, private welfare or relief, contributions from outside the

Before benefit receipt, less than one-fourth of the mar-
ried men were self-employed (not shown in table 7); in
the year after benefit receipt, however, 37 percent of
those still working were self-employed.” Among non-
married women, self-employment was far less preva-
lent, both before and after benefit receipt, with only 12
percent of those who continued working being self-
employed.

Spouse’s earnings. Sixteen percent of the wives had
earnings after benefit receipt, a considerably smaller
proportion than among the husbands. Most worked in
salaried occupations rather than in self-employment.

Social Security. Almost all those in the sample were
still receiving retired-worker benefits 1-2 years after
initial receipt of the benefit. Almost as many wives re-
ceived retired-worker benefits as spouses’ benefits, re-
flecting the high rate of labor-force participation among

7 These results accord generally with those in Fuchs, 1980.

household, disability income other than Social Security, and other income.
3 See footnote 3, table 2. :
4 Not computed; base less than 25 sample cases.

married women in recent years. Among couples without
pensions other than Social Security, considerably more
wives received spouses’ benefits than received retired-
worker benefits. This presumably reflects a lower rate
of labor-force participation among wives of men not
covered by private pensions. Relatively more of their
husbands were self-employed before benefit receipt, and
the wives may have helped in the family business with-
out remuneration rather than taking paying jobs. De-
spite differences in receipt, the proportion of aggregate
income accounted for by dependents’ beneﬁts was the
same as that derived from the wives’ retired-worker
benefits. In all, wives’ Social Security benefits ac-
counted for 12 percent of the aggregate, compared with
about 25 percent derived from the husbands’ own bene-
fits. .

Other pension income. Of the couples receiving pen-
sion income other than Social Security, three-fourths
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Table 7.—Detailed income composition at benefit receipt, by receipt of pension other than Social Security, sex, and
marital status ! ,

) Couples Nonmarried men Nonmarried women
With Without With Without With Without
Source other other other other other other
of income ' Total pension | pension Total pension | pension Total pension | pension
Percent receiving source
TOtAl PETCent . oo vvevrveravsnonsncsnvonane 100 100 100 100 100 100 100 100 100
Earnings ........... cetsereraenavanne 438 34 63 41 19 58 44 25 54
Respondent . ...... cvsdeetatanaenens 41 26 57 41 18 58 43 24 54
Wageandsalary............................. 29 21 38 3 18 43 "3 24 47
Self-employment . ebesrsereeeresresnans 15 7 23 10 0 17 5 1 7
SPOUSC...ctvenrannans et reaecesaseseraanes . 16 13 .19
Wageandsalary e eteeeceiaseerrrectaatannae 14 11 16
Self-employment . ...oveveverecnsraanns 3 2 3
Pensionand assetincome ......evvvrieeencenns 99 100 98 99 100 98 98 100 9
Pensionincome.....ccovvevincrnerennase evees 97 100 94 98 100 9% L] 100 91
Social Security . coovvvennnnnn rrerereanases . 96 97 94 94 92 9% 93 9% 91
Retired worker, respondem ............ eeene 88 92 84 84 86 82 84 91 80
Retired worker, 5POUSE. ... vvveevrrrvonoassas 36 42 30
Auxiliary or other, respondent . . ... vvveviannnn 6 4 8 11 7 14 9 5 1
Auxiliary or other, SPOUSE . ..evvveriesaasans 44 42 46 . . .. .
Disability, respondent ........cc00v0uen 0 0 0 0 0 0 (4] 0 0
Disability, spouse.....ceveevranes eraesans 2 2 3 L e ve
Otherpension .....oovvevesverenressnnses 53 100 0 42 100 0 36 100 0
Private pension, respondent . ... ccoveenanns 36 68 0 28 67 0 20 56 0
Private pension, SPOUSE <. orinsnennnenn 5 10 0 . .
Government pension, respondent2 ......... .. 12 22 0 9 21 0 13 37 0
Government pension, spouse . 5 10 0
Military retirement. ......o0eriennonnnnan 2 4 .0 5 1 1] 2 s 0
Railroad retirement ........... 2 4 0 2 4 0 2 4 0
Asset and annuity income . 72 ¥ 64 50 64 39 62 78 53
Rent..... tesesannen . 16 15 18 6 3 8 11 12 10
Interestand dividends .........c00vveeernnnnes 69 77 59 43 64 37 59 15 50
Private insurance and annuity ........... heenes 3 3 3 2 3 2 4 6 2
Publicwelfare. . ..ovveeeernnennesesroancannsane 3 1 5 6 2 9 6 1 10
SSL . veiirienironnnes ceertssavecnsaans 2 0 4 1 0 2 3 0 5
Other..... Ceetbanstesetcstsaanacannnans 1 0 1 5 2 7 3 1 5
Otherincome ..vvvvevevronsesvesenaneonsnsnnnes 7 6 8 10 5 13 11 8 13
Shares of aggregate income
Total Percent .vveveeeieoianconssonsanans .. 100 100 100 100 100 100 100 100 100
Eamnings .oovvereiniernirernrecenonaanes 18 9 32 20 5 38 21 7 35
Respondent . ...ovevineeennnnnnnccconnns 13 6 25 20 5 38 20 6 3
Wageand salary, c.ooeevrerncererssovensonnas 8 4 14 12 5 21 17 6 29
Self-employment . ....cooiiiinnrostntcnaranas 5 1 11 8 0 17 2 0 4
Spouse....civannn 5 3 7 .. ‘es
Wageand salary......... teesserseraraana 4 3 6 . .
Self-employment .....ooiviienecennans 1 1 1 . .
Pensionand assetincome .......c00ennnn Ceveaesenn 80 90 66 78 93 58 76 92 60
Pensionincome . ..ovvvevrenvinnncsvrorsnsconns 60 73 41 63 79 43 61 ” 45
Social SECUrity v cvveerrvrnrencssncass 39 38 41 38 35 43 41 37 44
Retired worker, respondent .......ovueen.. 25 24 26 33 30 36 36 34 38
Retired worker, SpOUSe. .o . cvveverenrovencnns 6 7 6 . .
Auxiliary orother, respondent . .....covvennenn 2 1 2 4 2 5 3 -2 s
Auxiliary or other, Spouse ......oe0veveans 6 "5 6
Disability, respondent ..... 0 0 0 0 0 0 0 0 0
Disability, SPOUSe. . ..c00vennvnnass 0 0 1 .
Otherpension .....c0000une 21 34 0 25 44 0 20 40 0
Private pension, respondent . ....ooioveeann-ns 11 18 0 13 23 0 8 17 0
Private pension, SPOUSE . ..evvviereiencancnan 1 1 0 e
Government pension, respondent 2 ............ 6 9 0 8 14 0 10 19 0
Government pension, SPOUSE . ..ccoeveereasaas 2 3 0 .
Military retirement. .. oo oovrevvnrnnennnnnnns 1 2 0 2 4 0 1 1 0
Railroadretirement .........covcivienennnnn 1 1 0 1 2 0 N | 1 0
Asseundmnunymeome....................... 20 17 24 13 14 12 14 14 15
Rent....oovvnnnnnn thesetecenserettosanens 4 2 6 1 0 2 3 2 3
Interest and dmdcnds ...... eererssanaes ceses 16 15 17 12 13 10 11 11 10
Private insuranceandannuity ...........o00000n 1 0 1 1 1. 1 1 1 1
Publicwelfare. ....ccovvenvvvcnreornnnas 0 0 1 1 0 2 1 0 2
L PN 0 0 0 0 0 0 0 0 1
Other. ...evvuninnunnnnnuneosioeiesosasensss o 0 0 1 0 2 <! 0 1
Other incoMe . .o.vveueranrrnnenareneisnsennnss . .2 1 2 2 ] 4 .2, 2 3
1 Limited to those first receiving retired-worker benefits in 1969-77. Not 2 Federal, State, or local government employee pension.

computed if total income is not available for both years.
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had private employer or union pensions; one-third had

Federal, State, or local government pensrons, and a
small proportton had -military or Rarlroad Retirement
pensions (4 percent each). (These numbers add to more
than 100 since both husbands and wives may receive
pensions, and either may receive more than one.) Be-
cause government pensions’ often substitute for Social
Securtty, they accounted for a much larger share of ag-
gregate income than their 1nc|dence indicates: 12 per-
cent compared with 19 percent from prlvate pensions, a
source received by more than twice as'many couples.

The relatively few nonmarried women with pensions
other than Social Security were much more likely to
have government pensions than was the case with mar-
ned men: 37 percent had such pensions, compared with
22 percent among married men. The respective share of
aggregate income accounted for by government pen-
sions was virtually the same as that for private pen-
sions—19 percent and 17 percent, compared with 9 per-
cent and 18 percent among married men. This reflects
the progress women have made in obtaining government
employment where workers are almost always covered
by pension plans. Far fewer women employed in private
industry had pension coverage.

Among those couples who had some form of pension

other than Social Security, it was usually the husband .

~ who did so: pension receipt of husbands outnumbered
that of wives by about 4 to 1. Furthermore, pensions re-
cerved ‘by wives tended to be smaller, so that only about
15 ipercent of couples’ aggregate pension income came
from the wives.

Asset income. About 60—70 percent had asset income.
Almost all of these had mterest and dividend income,
which accounted for 10-15 percent of the aggregate. Al-
so, 10-15 percent had rental 1ncome, wrth a total share
of less than 5 percent. Rental i mcome was most preva-
lent among couples without pensxons Elghteen percent
of such couples received it, in amounts that accounted
for 6 percent of their aggregate income (compared with
only 2 percent among couples with pens:ons) About
3-4 percent had income from private insurance and an-
nuities, including Individual Retirement Account and
Keogh plans. Nonmarried women were somewhat less
likely than couples to have asset income (62 percent,
compared with 72 percent), and the share of assets in the
aggregate was only 14 percent, compared with 20 per-
cent among the couples. ‘

Public welfare. Practically nobody with pensions
other than Social Security received welfare income.
Among those without second pensions, § percent of the

married couples had public welfare income (almost ex--

clusively in the form of Supplemental Security In-
come—SSI), as did 10 percent of the nonmarried wom-
en (evenly split between SSI and other public welfare).

The share of the aggregate represented by public welfare
never exceeded 2 percent.

.. Other income. Up to 1 person in 10 had other sources

’ of income, but rarely mvolvmg large amounts. :Their

share of the aggregate was around 2 percent,

Income 4 Years After Benefit Receipt

Tables 8-10 provide the first comprehensive longi-

‘tudinal glimpse at income changes after initial benefit

receipt. As explained previously, this is limited to a 4-
year time span and to the subset of the RHS cohort that
had claimed benefits between 1968 and 1973 and re-
mained in the survey for the full 10 years, 1969-79.8
Nevertheless, these figures provide some clues as to in-
come changes during the first few years of benefit re-
ceipt, although, of course, not over the entire remaining
lifetime. The period during which this cohort entered
beneficjary status was characterized by high rates of in-
flation compared with the postwar norm. For this
group, the Consumer Price Index rose by about one-
third in the 4 years following benefit receipt.

When the figures are computed in constant dollars, it
can be seen that more persons lost ground financially
during the period than gained during the period (table
8). The median ratio of income 4 years after benefit re-
ceipt to income at benefit receipt was 95; about 40 per-
cent had income ratios of less than 90, compared with
30 percent with ratios of more than 110. No dlfferencee

SITEIIL WIS 2880 2 233V02% RA3Qll 22V XYY LRl ANdRASSe

by sex and marital status were apparent. |
Persons with second pensions were more likely than
others to lose a little ground economically in retirement

"but the change in their income, whether loss or gain,

was much less than among those without second pen-
sions. The median i income ratio among those with sec-
ond pensions was 92, indicating about a 10-percent loss
over the 4 years, compared with-no loss at all among
those without such pensions. Detailed inspection shows
the income-ratio distribution to be much more concen-
trated around 100 among those with pensions than
among those without. Although half the pensioners had
ratios between about 80 and 105 (a 25-percent “‘inter-
quartile range’’), for those without pensions the cor-
responding figures were about 75 to 130-135 (a 50-
percent interquartile range). This mdxcates,that a sub-
stantial minority of nonpensioners gained or lost
ground—in real terms—in the 4 years following initial
benefit receipt. In absolute terms, however, those with-
out pensions were on average still far less well off than
the rest, even 4 years after initially entering the rolls.
Table 9 contrasts the composition of total income 4
years after initial benefit receipt with what it was at _

8 As explained previously, the income year considered *‘at’’ benefit
receipt could be 1 or 2 years after that event.' The 4 years *‘after”
benefit receipt begin with that reference year. For example, for a 1973
beneficiary, income ‘‘before” benefit receipt would be measured in
1972, ‘‘at’’ benefit receipt would be 1974, and ‘4 years after’’ would
be 1978. For a 1972 beneficiary, the three reference years would be
1970 (**before’’), 1974 (*‘at’’), and 1978 (*‘after’’).
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Table 8.—Total income at benefit receipt and income change in the following 4 years, by recéipt of pension other than

Social Security, sex, and marital status !

Couples Nonmarried men Nonmarried women
With Without With Without With Without
other other other other other other
Item Total pension | pension Total pension | pension Total pension | pension
Total income at benefit receipt: 2 . . )
Total number....... teessacesensarsasansee 1,987 1,051 936 285 120 165 856 309 547
TOtal PErcent oo .ccvvvuveervncnsoocessonanes 100 100 100 - 100 100 100 100 100 100
Firstquartile . .. ..ovverrnncnennsensnnesnnaness $10,300 | $13,140 $7,640 $5.370 $8,730 $3,960 $4,850 $8,010 $3,930
Medinancome . ......covvecivniensncnnacaacsss 14,880 17,250 11,560 8,570 11,720 6,390 1,730 11,350 6,140
Thirdquartile ....oooeiiveenrrosseoncnnsnescnns 20,910 23,430 17,040 13,270 16,400 9,640 11,900 17,210 8,900
MeAM. ivcerivarernnrsssossssanssoancsnssnnes 18,140 21,000 14,920 10,790 14,500 8,100 9,730 13,680 7,490
Ratio of income 4 years after to income at benefit re-
ceipt: 3
Total NUMDEr s oo voveerrnnruonccoacsraanns 1,049 548 501 222 92 '130 618 202 416
TOtal Percent .. .vcvevvvnvroroncssnnasonass 100 100 100 100 100 100 100 100 100
0.1-19.9. i viieiareensnsnestsoncssenssasesas 1 0 2 1 1 2 2 1 2
20.0-39.9. .. iiiiiiiirtiit e tssa b teranoaas 2 1 4 3 4 2 3 4 3
T B0.0-59.9. i iiiiiiiatciiiitieiicinaananarsrans 7 6 8 8 s 9 7 4 9
60.0-79.9. . .oiiiiitrttrirsiorcesasttnsneranens 17 19 15 11 10 12 14 13 14
80.0-99.9....0ciiinennnn eeescsencsnsenennss 29 39 19 33 44 25 32 44 27
100.0-124.9... 23 23 23 25 28 22 21 2 20
125.0-149.9... 8 5 11 ? 3 10 7 4 9
150.00TMOE «vvvvuervronsannarsnasssnannsnss 12 7 18 11 3 17 13 8 16
Drop: Ratiolessthan90........civveieneecannse 42 46 ' 38 39 42 37 40 43 39
Constant: Ratio90-110 . .......covvevntnnnenses 27 33 2] 28 39 21 28 37 24
Rise: Ratiomorethan110..........c00uuu.s e 30 21 41 32 18 42 32 20 37
Firstquartile . ....coovinnaeneerevrnonesrannene 77 79 75 81 82 79 79 - 81 77
Medianratlo . ......cociiiiiirieiieniirsnasens 95 92 102 9% 93 99 95 93 97
Thirdquartile .........c0000. esisesiiinneneen 118 107 134 118 106 130 119 106 126
Total income 4 years after benefit receipt: 2
Median .....coiivniinreeiircnnsrsenaeransane $13,290 | $15,700 | $10,160 $7,590 | $11,000 $5,810 $6,550 | $10,100 $5,490
| LT Y 15,950 18,790 12,960 9,740 13,660 7,040 8,710 | 12,190 7,060

! Limited to those first receiving retired-worker benefits in 1968-73. Not
computed if fotal income is not available for both years.

2 In December 1982 dollars. .

3 Total income in first survey year after year benefit receipt (1-2 years after-

benefit receipt. About one-fourth of the couples with
earnings at initial benefit receipt had stopped working in
the subsequent 4-year period and, of those still working,
average earnings decreased approximately 20 percent.
About the same proportion of wives and husbands had
stopped working. Of those still working, however, hus-
bands’ average earnings decreased more than 20 per-
cent, compared with virtually no decrease among the
wives. The share of earnings in the aggregate decreased
from 18 percent to 12 percent. About 40 percent of the
nonmarried women stopped working during the 4 years
and, of those still working, average earnings decreased
by about one-fourth. The share of total income repre-
sented by earnings decreased from 21 percent to 10 per-
cent among these women.

At initial benefit receipt, a small proportion of per-
sons had no pension income of any sort; presumably,
these were individuals who had returned to work soon
after claiming cash benefits. Four years later, virtually
everyone received some form of pension income. Thir-
teen percent of the married couples initially without
pensions other than Social Security had them 4 years
later, as did 10 percent of the nonmarried women. This
change could come about either by persons aging
enough to begin collecting pensions (for example, from

ward), compared with income 4 years after that, in constant dollars. For mar-
ried men, couple’s income in nearest year after second spouse received benefits
is compared with income 4 years after that.

the minimum Social Security retirement age of 62 to the
more common pensionable age of 65 for other pensions)
or by continuing to work long enough to become vested
in a pension. The average amount of other pensions de-
creased somewhat in the 4 years. The reduction was
caused partly by a 10-percent decrease in other pension
amounts (in real terms) among those initially receiving a
pension at benefit receipt and partly by the fact that the
new pensioners had comparatively low second pension
benefits (30 percent lower, on the average, than the
amount payable to those who came onto the benefit
rolls with a second pension).

Social Security benefits, on the average, kept pace al-
most exactly with inflation, as expected.

The proportion of persons with asset income re-
mained constant. The average amount of this income
dropped by about 10 percent in real terms among mar-
ried couples and increased very slightly among nonmar-
ried women.

Among couples, means-tested or public welfare in-
come receipt remained constant, at a very low level;
even among those with no pensions other than Social
Security, public welfare accounted for only 1 percent of
aggregate income 4 years later. The situation was very
different for nonmarried men and women, who showed
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Table 9.—Composition of total income at and 4 years after benefit receipt, by receipt of pension other than Social Se-
curity, sex, and marital status: Percent receiving selected sources, average amount per recipient, and shares of aggre-

gate income !

Total With other pension Without other pension
: ° T 4 years 4 years’ 4 years
At after - At - after At after
benefit benefit benefit benefit benefit benefit
Item receipt receipt receipt receipt receipt receipt
Married couples
Percent receiving source: .

Totalnumber . .......covuuns e eeseerasaarcaanan erenrean . 1,987 1,084 1,051 557 936 527

Earnings ...oo0veves PP [ 48 34 34 24 63 46
Respondent «..oovevvesess eceeensans N 41 30 26 18 57 4]
SpOUSE e . vvurnn.n s ereseaees evetencennanns etevesranan 16 11 13 10 19 11

Pensionincome, total ...... eriseaenean Ciisceereasatsrsesas 97 99 100 100 94 98
Social Security ....... [ eereeeeaiaaes eesaaee Ceresareens 96 98 97 98 94 98
Other pensions.....ocevvensns reeeieaaes veveaiee 53 54 100 94 0 13

ASSELiNCOMe . ovvvevvavasonnnas evrresenas ceevseretventtroraans 72 73 79 82 64 64

Public welfare ............ teserreen Cheeseasens [N Cieeeeaas 3 4 1 1 5 8

Otherincome 2 ., ........... evrenens Ceeraiees Creaersestetaunns 7 6 6 7 8 6

Average amount per recipient: 3

Totalincome .........ccvuuen. Cresessesanseaan vesasssesssasss | $18,140 $15,950 $21,000 $18,790 $14,920 $12,960

Earnings ........... tesensesreenas TN .o .. 6,810 5,570 5,700 5,130 7,480 5,810
Respondent ......... eeasastareasestensana Ceretraeceensraanen 5,880 4,590 4,700 3,480 6,490 5,120
Spouse....vovrennn. P eveeranes erereneses [ R 5,380 5,240 5,410 5,590 5,350 4,900

Pensionincome, total ........co000ues Ceeeeeenna eieveans NN 11,280 10,710 15,270 14,130 6,520 7,010
Social Security . ........ e eeaeieetetteennatsetseeanenn S .. 7,420 7,180 8,210 7,940 6,500 6,390
Otherpensions. ....coovvesunss [ 1esescseeranns teesasee 7,240 6,420 7,240 6,660 es 4,570

ASSELINCOME . evvuvenrreesnvaonnnnas erereaeas P [P 4,920 4,360 4,460 3,990 5,570 4,850

Publicwelfare ......... eenerenneae vepesanenn R eeeeeee 2,170 1,490 “@ ) 2,230 1,580

Otherincome 2 . ... .. Crreieiareaees Cerereareaes Ceerenees Ceeenes 4,120 2,580 3,360 2,540 4,840 2,630

Shares of aggregate income: \

Totalpercent .....covenvevunne fecesseosetoesetanns Veesana 100 100 100 100 100 100

Earnings ....co000eeen treasirana eesesinan tetesarans [P, 18 12 9 6 32 20
Respondent ...oovuveiecncenennsssrosnnnnns esenes Cesiaeaas 13 8 6 3 25 16 .
Spouse ...... eereeen Cereesanes PP Cereen 5 4 3 3 7 4

Pension income, total ............. erraesianes Ceereisan heenrsans 60 66 73 75 41 53
Social Security ..... ereanes Ceiveeseeans eeerteeees 39 44 38 41 41 48
Otherpensions........... e seresesiassataeessesnanresenen 21 22 34 33 0 4

Assetincome . ....... tereesssens teteteseaaenonisaans 20 20 17 17 24 24

Public welfare ..... erraesee Cenreesesatasrenans esetesesaesenense 0 0 0 0 1 1

Otherincome 2 .................. Ceneeee heererrceraaes Cereenaas 2 1 1 1 2 1

Nonmarried men
Percent receiving source:

Totalnumber........cco0utne ereeereeaas rheierseans 285 231 120 94 165 137
Earnings........ Cierenn Ceerenaens Ceesseeens veesseanns evesanan 4] 26 19 10 58 36
Pensionincome, total .............. Cheseraseacereanis [ e 98 98 100 100 96 97 '

Social Security .. ...... ceeraane verssann . 94 97 92 97 96 97
Other pensions...... N herasenes teenseciensaisrsenens , 2 43 100 92 0 10
ASSELINCOME . ovvvnenanns Ceeeteserensananes e iesaraeisesennan 50 56 64 68 39 47
Publicwelfare . ... .oceireinieiiinnnnnan, tesesesescnunerreans 6 12 2 0 9 20
Otherincome 2 . ....... e easerensenaaaas ceeeeenaes [N 10 8 5 4 13 11
Average amount per recipient: 3 -

Totalincome ......... Leteseisaneniacarsnsnnane sreeneseassss | $10,790 $9,740 $14,500 $13,660 $8,100 $7,040
Earnings ............ ereaen N eeeretasaeenactase eeeees 5,120 3,440 3,910 4,170 5,410 3,300
Pension income, total ...... e eesiseseteasesitaresestononnsesas e 7,020 6,940 11,460 10,870 3,640 4,160

Social Security . ........ Ceeeeeaas [P eeesieesarsesasans .. 4,370 4,370 5,420 5,210 3,640 3,79

N Otherpensions....o.oeveennnn v eeenes Cieeessircteneserneas vees 6,450 5,980 6,450 6,360 veo 3,420

AsSetincome . ...vorviarsanaan eneen febesereseterasatareenoes 2,910 2,910 3,230 3,180 2,530 ' 2,640

Public welfare . .. .. eveaeea Cereeeneeneeeaas Ceveeaans cereereaas . @ . 1,510 @ @ @ 1,510

Otherincome 2 ......ivvvennnvnnnnnn R Cerireaeearan. Ceeeeen 2,700 @ “ @ @ @

Shares of aggregate income: .

Totalpercent .......coo0vevenennces Ceresrtevetrevetsenan 100 100 100 100 100 100
Eamnings ....ovvenvennnnes. N etiresesteeeraraanes 20 9 5 3 38 17
Pension income, total . ...... Ceteeserbretrresantsanans J N 63 70 79 80 43 57 .

SOCIAl SeCUTItY v o v vt cvttiiiineeetsaroneacnnnnceannns eeeneees 38 44 35 37 43 52
Otherpensions.........coevenvnne Cersann PN Cerssasnsenan - 28 26 . 44 43 0 5
Assetincome .. ..ooveuunn. Ceeeneseneraaas eeeesesnnns 13 17 14 16 12 18
 Publicwelfare .................... Cerereas Ceseieiaans 1 2 0 0 2 4

Otherincome 2 ...uvereenenneennnnen Ceeeiiaeaeeas 2 2 1 2 4 3.

See foot notes at end of table.
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Table 9.—Composition of total income at and 4 years after benefit receipt, by receipt of pension other than Social Se-
curity, sex, and marital status: Percent receiving selected sources, average amount per recipient, and shares of aggre-

gate income '—Continued

Total With other pension Without other pension
4 years N 4 years 4 years
At after At after At after
benefit benefit benefit benefit benefit benefit
Item receipt receipt receipt receipt receipt receipt
‘ Nonmarried women
Percent receiving source:

Totalpumber .....covvvnnnnees veesenasen 856 638 309 205 547 433
Earnings ....... e sanesescasinseseesasststas s tanssessarseinone 44 27 25 11 54 34
Pensionincome,total .. ....ovreinerrieitiiirencirrotennos esesene . 94 98 100 100 91 98

Social Security . ...coveve.e 93 97 9% 96 91 98
Otherpensions........... 36 36 100 91 0 10
Assetincome .. ....... weren 62 60 78 76 53 53
Public welfare ........... 6 17 1 1 10 24
Otherincome 2 . Ceverereenes 11 7 8 4 13 -9
Average amount per recipient: 3

Total iNCOME .. vvvvvrernsnvarseoncarsossesesaascasassns $9,730 $8,710 $13,680 $12,190 $7,490 $7,060
Earnings ...ooveeevevnnnannss teeetesasasestabtasrraenaraens 4,630 3,420 3,880 2,530 4,830 3,560
Pensionincome,total .. ..vveeriireetrteenrsoscrsaenstsossascsnes 6,300 6,040 10,550 9,700 3,670 4,270

Social Security . .coviviieiririirniasannenrs ceeseresnann P, 4,260 4,310 5,280 5,220 3,650 3,890
Otherpensions. .. ........ teersetesersestnaan cevesenne 5,460 4,780 5,460 5,040 L ees 3,620
Assetincome......... evesenan Hebesersaserenetsanaranae 2,270 2,420 2,470 2,870 2,110 2,120
Publicwelfare . . oovuvveerrnivonrensososnnecrssncsansas eeasesenns 1,680 1,540 4) 4) 1,670 1,570
Otherincome 2 ........ Ceeterearreesiiaas Cireeeeas Ceeteeeranae, 2,050 1,870 2,560 @ 1,860 1,890
Shares of aggregate income: . .

Total percent ..... sesnenns 100 100 100 100 100 + 100
Earnings «.ocoeeevsnnscecssnnsnssvensassvonnnns 21 10 7 2 35 17
Pensionincome, total .. ...oviiieviirrreeererrersnestonrnrosorans 61 68 m 79 45 59

Social SECUTIY vt vovevvennncrnnronsonannen 41 48 37 41 44 54
Other pensions. .. .. 20 20 40 38 0 5
Assetincome . ....vv.e. teesesssee 14 .17 14 18 15 16
Public welfare ...... teresesernsuneen 1 3 0 0 2 5
Otherincome 2 ... ..cviivennennesennnn 2 2 2 1 3 2

! Limited to those first receiving retired-worker benefits in 1968-73. Not
computed if total income is not available at each time period. Pension receipt is
as of benefit receipt. See footnote 3, table 8.

2 Includes State sickness compensation, workers’ compensauon, unemploy-

sharp increases in the receipt of means-tested income,
primarily Supplemental Security Income (SSI). Among
nonmarried women, the proportion receiving such in-
come increased from 6 percent at initial benefit receipt
to 17 percent 4 years later (representing | percent and 3
percent of aggregate income at these two time periods,
respectively). Virtually no nonmarried women with a
pension other than Social Security received means-
tested or public welfare income, either at or after initial
benefit receipt. Among those who had no such pen-
sions, receipt of such income increased from 10 percent
to 24 percent, and its share of aggregate income went
from 2 percent to 5 percent. Nearly all of this increase
was due to SSI payments. Thus, there was a small group
of nonmarried women whose income situation
worsened during the first 4 years of retirement, or who
became old enough (age 65) to receive SSI, or who be-
came aware of SSI’s availability during this period. (SSI
payments began in 1974, so most of this sample was able
to collect these benefits 4 years after entering the benefit
rolls, although some may not have been able to collect
them at initial benefit recelpt )

The proportion receiving income from other sources

ment compénsation, private welfare or relief, contributions from outside the
household, disability income other than Social Security, and other income.

3 See footnote 3, table 2.

4 Not computed; base less than 25 sample cases.

remained approximately constant during the first 4
years on the benefit rolls among married couples and
nonmarried men, and decreased somewhat among non-
married women. At neither time period did other in-
come account for more than 2 percent of the aggregate.

Chart 2 summarizes changes in income composition
from before initial entitlement, to entitlement, to 4
years afterward. Its principal feature is the continued re-
duction of earnings as a source of income over the three
time periods.

The preceding tables are essentially cross-sectional in
nature; they show income sources and amounts at two
separate points in time. Changes in income sources and
amounts for selected sources are shown longitudinally
in table 10. For a given individual, it shows whether in-
come from a particular source was received at the time
of initial benefit receipt, 4 years later, or in both years.
It also shows how the amount changed during the inter-
val for those receiving it in both years. For simplicity,
the table is not categorized by sex, marital status, or
pension receipt.

Earnings were a moderately common source of in-
come immediately after benefit receipt, but declined
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considerably in the 4 subsequent years. Of the total, half
did not have any earnings in either year. These persons
could be thought of as ‘‘completely’’ retired at the time
of their entry onto the Social Security benefit rolls, as
their:subsequent re-entry into the labor force is rather

unlikely. Twenty-five percent had earnings in both

years, 20 percent stopped working during the interval,
and § percent started working again after beginning to
receive Social Security Bénefits. Put another way, of
those working right after benefit receipt (45 percent of
the total), almost half stopped work during the 4-year
interval. About 10 percent of those not working right
after benefit receipt had earnings 4 years later. Thus,
complete retirement (defined .as the total absence of
earned income) characterized half the sample right after
benefit receipt, and 4 years later two-thirds were com-
pletely retired. Among those working in both years, de-
creases in real earnings were the norm, probably as a
result of fewer hours worked. The median earnings ratio
was 78, indicating a decrease of more than 20 percent in
real earnings. Looked at another way, 57 percent had
declining real earnings (ratio under 90), while 44 percent
had constant or increasing earnings (ratio 90 or above).

Social Security benefits were being received 4 years
following initial benefit receipt by 95 percent of those in
this group. A small number of persons (4 percent) ini-
tially receiving these benefits did not report them 4 years
later, and about the same number (6 percent) had bene-
fits 4 years after benefit receipt,”but not immediately
thereafter. Of the 9 in 10 persons who had Social Secu-
rity benefits in both years, stability with respect to the
cost of living was the norm. Fifty-two percent reported
virtually constant benefits over the period (ratio
90-110), while 33 percent had a rise in real benefits
(usually very slight) and 15 percent experienced a drop
(also usually slight). !0 This stability is, or course, ex-
pected of an income source that since 1973 has been for-
mally indexed to the Consumer Price Index.

Pension income other than Social Security showed a
considerable decline in the 4-year period. This was espe-
cially true of private employer or union pensions, where
the median ratio indicated over a 20-percent real decline
in the period. For private pensioners the distribution
was very narrow, and half the recipients had ratios be-
tween 72 and 89; practically none had pension increases.
For the smaller number of persons with government
employee pensions the picture -was far brighter, with a
median loss of 10 percent. Half the government pen-
sioners experienced some loss, mostly slight, while the
other half received constant or rising pension amounts.

9 Reporting error may account for some of this starting and stop-
ping; these survey figures were not checked against SSA’s benefit rec-
ords. Also, as noted earlier, some beneficiaries may have had their
benefits suspended soon after the award, in order to return to work.
Such suspensions were especially prevalent among nonmarried women
without pensions other than Social Security.

10 Reporting error is suspected for the more extreme changes.

Chart 2.—Income shares before, at, and 4 years after
benefit receipt

Before benefit recelipt

(Average: $24,000)

At receipt

(Average: $15,200)

After receipt

(Average: $12,800)

m Earnings m }\sset income
Social Security - 6ther fricoﬁwe‘ ‘
D Other pensions
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Table 10.—Change in selected income sources in the 4 years following benefit receipt: Earnings, Social Security, pen-

' sions other than Social Security, and asset income

Pensions other than Social Security
. Social : Asset
Item Earnings | Security Total Private | Government ! income
TotAlNUMBEr 2. . oo tiiteteeeerenrraeeereeensnnnsnnnenens 2,100 2,136 312,13 1,99
TOtRIPEICENt v oo vvvuvenrnressoasocsaonsssacvvsonssasannns 100 100 100 100
Sourcenotreceived either Year . .vvveveieecceorratsanenssncsoccass 50 1 51 ces ves .26
Sourcestarted by later year....c.cvvieeetcrietcccnscccacrararessnns 5 6 6 . e 12
Source stopped by Jater Year .. coivivetieiacarecncecasncsonsccssans 20 4 3] . vee vee B
Source reported BOth Years . ..vvvveenenrersreencaseaccosnnnsnsnans 25 89 40 oL v 54
With source in both years, income ratio: 4 .
Total number ........ essscarescsssrasaaseasasessresvannsy 538 1,899 848 549 199 1,066
TOtAI PEICENt .. veevuvernearasassansorsssocassasecsanssassy 100 100 100 100 100 100
0.0-19.9. . iiitruieerranscsaascsenssoncsessoresssncsannsannns 11 1 2 2 0 6
20.0-39.9. ... ihiiieciianesiint et rsiteasatetsaserernrane 12 0 2’ 3 0 9
40.0-59.9. . iitiieertritctaatsesititsecnttantreenrtensanenas 12 2 [ 6 3 9
60.0-79.9. 1 ietrieetestrnnntnttsectsrrecssanconontrsestnenns 17 6 40 49 25 13
B0.0-99.9. . oiviriueiarttrectssrsantrantnrectorrassesntovans 12 3 29 26 30 12
100.0-124.9. .. 0iiveuereenonenssonsassacans eeererescasesieans 13 36 13 7 25 14
125.0-1499. . ....eeennnnn. fereneeerrenernneraeeeriaaaans 9 6 4 3 8 7
!50.0 OFIMNOTE .o vrvncoononcasnsosassascanononssanasssnsesoss 15 12 5 4 9 30
Drop: Ratiounder90.......c0ivvivineeccoceaccncnns Veseseseons 57 15 68 78‘ 50 43
Constant: Ratio 90-110 14° 52 17 13 22 12
Rise: Ratioover 110 ... vouiininnnienenrnaenenenrncananans 30 33 15 10 28 45
FirstqQuartile ... ..voniiternneeetoonroeecttnsasecacsanonnonnns 44 93 73 72 79 61
quhn rlll.o ................................................ T8 102 80 78 90 102
Thirdquartile ....vvveieececinsnransoesncenss AREETREPEPRPRPRR 121 118 97 89 114 170

1 Federal, State, or local government employee pension.

2 Restricted to those who claimed retired-worker benefits in 1968-73 and who
reported fully on income sources.

3 Includes small number with military retirement (24), Railroad Retirement

If government pensions could be seen in greater detail, it
" would be expected that recipients of Federal Civil Serv-
ice pensions would fare better after benefit receipt than
those with State or local government pensions, many of
which are incompletely indexed for inflation, !

The net effect of declining real pension values on to-
tal income is much less serious than these figures imply,
because these pensions are generally only one of several
sources of income after benefit receipt. As was shown in
table 9, even for those with pensions other than Social
Security, other income sources accounted for about
two-thirds of aggregate income, and these other income
sources usually did not decline as much. Furthermore,
an individual faced with seriously eroding total income
may take protective steps such as increasing asset in-
come by converting assets to income-bearing form, or
increasing work effort.

Asset income displayed a great deal of instability dur-
ing the 4-year period. Of those with asset income in both
years, 40 percent had decreasing amounts relative to the
Consumer Price Index (ratio under 90), while 60 percent
had constant or increasing amounts. The detailed dis-
tribution reveals the full extent of instability. Although
the median ratio was 102, one-fourth saw asset income
drop by almost 40 percent, and another fourth had it
rise by 70 percent or more. Actual instability in amounts

11 These results are consistent with an earlier analysis of private
, pension changes over the period 1970-74 (Thompson, 1978).

(25), or several pensions (51), not tabulated separately.
" 4 Income amount 4 years after benefit receipt divided by amount at benefit
receipt, in constant dollars. See footnote 3, table 8.

received and survey response errors probably both con-
tribute to these findings.

Comparisons With Other Research

Detailed tabulations of the income of the elderly are

. available every other year, based on the Current

Population Survey (CPS) of the Bureau of the Census.
The latest article tabulates 1982 data (Grad, 1984). It is
possible to roughly approximate income ratios by using
Grad’s total income figures for Social Security bene-
ficiaries and nonbeneficiaries. The samples and metho-
dology are very different, however, making precise
comparisons impossible. For example, this article is re-
.stricted to persons receiving Social Security retired-
fworker benefits, who remained in the survey for a full
10 years. It therefore analyzes a somewhat healthier
group than that in Grad’s study, which includes dis-
abled-worker beneficiaries. Additionally, income ratios
shown here compare before- and after-benefit income
of the same person, while Grad’s data for beneficiaries
and nonbeneficiaries are, of necessity, for different per-
sons. : ) «

Absolute income levels are somewhat different than
those found in the CPS (Grad, 1984, table 13).
Sampling and methodological differences, in addition
to those described above, account for these discrepan-
cies. Although figures presented in this article are in
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1982 dollars, in fact they reflect income as far back as
1968, inflated by the Consumer Price Index. This proce-
dure is rough 'however, as it fails to account for age-
specific increases in earnings over a period as long as
about 10 years. Additionally, about 5 percent more
married women were working in 1982 than a decade
earlier (Waldman, 1983, table 2). For all these reasons
the absolute income figures shown in this article should
only be considered indicative of :general patterns (such
as those between the marital status and pension receipt
categories).

Receipt of individual income sources also differs
between the two articles. For example, this article shows
a higher proportion receiving earned income before
benefit receipt than does Grad’s—again, mostly because
of its exclusion of persons receiving disabled-worker
benefits.

One may also compare data in this article with
another family of income-change measures, the earn-
ings-replacement rate. A replacement rate compares re-
tirement benefits with some definition of pre-benefit
earnings (for example, Social Security retired-worker
benefits plus, if applicable, other pension benefits, as a
proportion of earnings in the highest 3 years of the last
10, not indexed for inflation). This definition yields
median 1976 replacement rates under 60 percent (Fox,
1982, table.5). Total income ratios do not indicate as
severe a drop in living standards, in large part because
they include earnings and asset income after benefit re-
ceipt; median income ratios are 65 for married couples
(compared with a median replacement rate of 58 per-
cent) and 76 for nonmarried women (compared with 55
percent).

An earlier article using data from the Retirement His-
tory Study presented some preliminary figures on total
income and income ratios, based on unedited data (Fox,
1982, table 11). Those figures, once adjusted to 1982
levels, are very similar to those appearing in this article.

Summary and Conclusions

This article presents a picture of the changes in living
standards that accompany Social Security benefit re-
ceipt and occur in the first few years thereafter. Retire-
ment is a complex process. About 1 person in 2 makes
an immediate transition from full-time work to com-
plete leisure. For the rest, retirement is a gradual proc-
ess, characterized by stages: receipt of Social Security
benefits in conjunction with relatively small amounts of
earned income, then a gradual cessation of work activi-
ty. With its analysis of income sources just after initial
benefit receipt and in the subsequent 4 years, this article
illustrates some of the complexity of the first few years
of the retirement process. This is the first comprehen-
sive view of the process of retirement, for a given group
of retirees, and is made possible by the existence of a 10-

year longitudinal study of persons entering their retire-
ment years during the 1970’s,

The effects of inflation on this cohort are stud-
ied. During the 4 years following benefit receipt the
Consumer Price Index increased on average by about
one-third, approxnmately three times as rapidly as the
postwar norm, Of partlcular interest is what happened
to the income of persons with pensions other than So-
cial Security, as many such pensions are imperfectly

" protected against inflation, if at all.

Changes at Initial Benefit Receipt

— Married couples had the highest levels of preretire-
ment income but incurred the greatest decrease in in-
come upon entering the benefit rolls. In real terms,
couples lost about a third of their preretirement income
(a median of $24,000). Nonmarried women started low-

. er, at $11,000, but lost only a fourth of their income.

— Persons with pensions other than Social Security
had considerably higher previous incomes than those
without them—one-third higher for married couples, 85
percent higher for nonmarried women. Married couples
lost about as much income whether or not they had sec-
ond pensions, while nonmamcd women with such pen-
sions lost more.

— Income composition changed considerably, from
almost exclusive reliance on earnings to a mixture of
sources, dominated by Social Security and other pen-
sion income. For married ‘couples, Social Security and
other pension income accounted for 60 percent of aggre-
gate income, while asset income and earnings each ac-
counted for a 20-percent share. For nonmarried women
the importance of asset income was fractionally lower
than for couples, and that of earnings greater.

— Close to half had earned income 1 or 2 years after
benefit receipt, though in amounts that were only a frac-
tion of their previous levels.

— Twice as many beneficiaries without pensions
other than Social Security worked after claiming bene-
fits as did those with pensions, and they earned more on
the average. This finding lends credence to the adage
that “‘work is the poor man’s pension’’—many of these
persons continued to work out of ‘economic necessity.

"~ Also explaining the continued work among those with-

out other pensions is the fact that, with generally lower
previous earnings, more such persons could continue to
work without their earnings causing the Social Security
earnings test to eliminate their benefits. This post-bene—
fit work accounts for the fact that, although penswners
have higher total pension benefits relatwc to previous
earnings, the drop in their total mcome was about the
same,

— Persons with low previous income experienced less
of a decline in their total income than did those with
higher initial income. This finding reflects the progres-
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sive structure of Social Security benefits and the greater
propensity of low-income beneficiaries to continue
working.

— At the high end of the income scale, non-Social Se-
curity pensions were very common, as was asset income.

— When categorized by occupation and industry, in- -

come ratios and composition generally follow from the
income levels, tenure, and pension coverage associated
with each.

— Self-employment is relatively common as a source
of post-benefit earnings among men. Few women,
whether nonmarried or the wives of sampled men, were
self-employed either before or after first receiving bene-
fits.

— Almost as many wives received retired-worker
benefits as received spouses’ benefits, reflecting the high
rate of labor-force participation among women recently
entering the rolls.

— About three-fourths of all non-Social Security
pensions were from private employers or unions. The
remainder were mostly Federal, State, or local govern-
ment pensions, plus a small number of military and rail-
road pensions. In most cases, it was the husband who
had the pension, not the wife. The few wives with pen-
sions usually received only small amounts. Government
employee pensions were heavily represented among the
few nonmarried women with non-Social Security pen-
sions. ‘ :

— Asset income consisted primarily of interest and
dividends, with rental income a distant second except
among couples without pensions other than Social Secu-

-rity. The proceeds of private insurance and annuities
were almost never received.

— Public welfare, usually in the form of SSI, was re-
ceived by about 10 percent of the nonmarried women.
Amounts received were small, however, so even in this
group the share of the aggregate was only 2 percent.

— Other income was received by about 10 percent of
the sample. Employment-related compensation (unem-
ployment compensation, sickness benefits, and work-
ers’ compensation) were most common among married
couples, particularly right after benefit receipt, while
welfare-type sources (private welfare or relief, or con-
tributions from outside the household) were more com-
mon among nonmarried women.

Changes in the 4 Years After Benefit Receipt

— Four years after initially receiving benefits, the to-

tal income of the beneficiaries had fallen further in rela-

tion to prices than it already had at initial receipt. The
average beneficiary saw real income deteriorate about
10 percent during the 4-year period. By that time, mean
income had fallen to 56 percent of its preretirement level
for married couples and to 63 percent for nonmarried
women. Mean income decreased somewhat more in the

4-year span than did median income, indicating a de-
crease in the number of persons with very high incomes.

— Persons with pensions other than Social Security
lost ground during their first 4 years on the rolls while
those without pensions stayed about even. This was pri-
marily due to considerable declines—averaging 20 per-
cent—in the real value of private pensions. Government
pensions held up better under the inflation rates of the
1970’s. Because most pension recipients had other, bet-
ter-protected sources of income, their total income de-
creased by under 10°'percent, however.

— Although half the married couples had some
earned income when they initially received benefits, 4
years later only about a third were still working. Of
those still working, the average amount of earnings had
declined by one-fifth, Even more nonmarried women
stopped working during these 4 years. A very small
number returned to work during the 4-year interval.

— Social Security benefits kept pace with inflation.

— Asset income was very unstable during the period.
Although on the average it remained constant, a great
many persons experienced considerable increases or de-
creases in this income source. Some of this variability
may be caused by reporting error.

Technical Note
The Sample

The sampling frame for the Retirement History Study
is the same as that used by the Bureau of the Census for
its Current Population Survey (CPS). 12 The sample was
composed of persons living in households that had last
participated in the CPS before February 1969. Included
were men in all marital status categories and women
who, at the time of sample selection, had no husband in
the household. In any month the CPS panel consists of
eight groups of households selected up to 18 months
previously. The oldest of these rotation groups is
dropped and replaced by a new one each month.

Nineteen of these discontinued CPS rotation groups
were used for the RHS. Bureau of the Census inter-
viewers gathered information from members of the
sample and their spouses, usually in late spring of the
survey year. .

Sampling Variability

A measure of the sampling variability of an estimate
is given by the standard error of the estimate. Generally
speaking, the chances are about 68 out of 100 that an es-
timate will differ from the value given by a complete

12 For a general description of the CPS, see Bureau of the Census,
The Current Population Survey—Design and Methodology (Techni-
cal Paper No. 40), 1978. See also Marvin M. Thompson and Gary
Shapiro, *“The Current Population Survey: An Overview,”’ Annals of
Economic and Social Measurement, April 1973.
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census by less than one standard error. The chances are
about 95 out of 100 that the difference will be less than
twice the standard error.

Table I gives approximate standard errors for the esti-
mated percentage of individuals with a certain charac-
teristic. Linear interpolation may be used to obtain
values not specifically given. To derive standard errors
applicable to a wide variety of items, a number of as-
sumptions and approximations were required. As a re-
sult, these standard errors provide an indication of the
order of magnitude rather than the precise standard er-
ror for any specific item.

To make a rough determination of the statlstlcal sig-
nificance of the difference between two independent
percentages, the following procedure may be used. Find
estimates of the standard errors of the percentages in
question, using table I, Square these standard errors to
get variances and add the variances. Take the square
root of this sum to get the standard error of the differ-
ence. If the absolute difference between the two percent-
ages in.question is greater than twice the standard error
of the difference, they are said to be significantly differ-
ent from one another at the 5-percent level. ‘

The percentiles of a variable’s distribution are values
below which a percentage of units of the sample lies. In
particular, the 50th percentile is known as the median,
and the 25th, 50th, and 75th percentiles are known as
quartiles of the distribution. Estimates of these values
are subject to sampling variability that may be estimated
in the following way and used to calculate confidence
intervals for the percentiles in question:

(1) Using the appropriate base, determine from table

I the standard error of the percentile in ques-

tion—the standard error of a 50-percent charac-

teristic, for example.

For 95-percent confidence limits, add to and sub-

tract from the desired percentile twice the stand-

ard error found in step 1.

On the cumulated distribution of the variable in

question, use linear interpolation to find the
~values that correspond to the limits in .step 2.

"These values are 95-percent confidence limits for
the percentile.

2

(&)

Income Editing

The income data initially contained a great deal of
nonresponse (running upwards of 40 percent for 2-year

.comparisons). For persons remaining in the survey

through 1979-—-about 60 percent of the initial sample—
income data were longitudinally edited using a variety
of techniques. This process reduced nonresponse on to-

- tal income from an average of about 25 percent to about

7 percent in any single survey.
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Table I.—Approximate standard errors of estimated percentages

Estimated percentage
2o0r Sor 8or 100r 150r 200r 25or X 30o0r 40 or
Size of base 98 95 © 92 90 85 80 78 70 60 50

3.1 4.8 6.0 6.6 7.8 8.8 9.5 10.0 10.8 11.0

2.2 34 4.2 4.7 5.6 6.2 6.7 7.1 7.6 7.8

1.5 24 3.0 33.] .39 4.4 4.8 5.0 5.4 5.5

1.1 1.7 2.1 23 2.8 1 34 3.6 3.8 39
9 1.4 1.7 1.9 2.3 . 2.5 2.8 29 3.1 3.2
i 1.1 1.3 1.5 1.8 2.0 2.1 2.2 2.4 24
5 .8 1.0 1.2 14 1.6 1.7 1.8 1.9 1.9
4 6 .8 .8 1.0 1y, 12 1.3 1.4 1.4
3 4 S 6 g 8 9 9 1.0 1.0
2 .3 4 5 K] 6 YA 7 8 8
2 ] 3 4 4 5 .5 6 6 6
2 2 3 3 4 4 5 5 5 6
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