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A TWO DECADE COMPARISON OF WORK AFTER
RETIREMENT IN THE UNITED STA’I:ES '

The United States like many Westerm European coﬁntries saw the post World War II slidg
in the Iabor force participation rates of older males accelerate in the 1970s. A combination of
substantial increases in social security retirement benefits, an increase in the coverage and in the
size of employer pension benefits, and a decadé of slow economic growth all influenced this
trend. But the aging of the baby boom generation and concern over the pressure that the early
retirement of this generation will put on the social security system lead policymakers in the 1980s
to review the United States retirement system.

Among thé changes that have already been made are a prohibitidn on mandatory
retirement rules based on age; reductions in the penalty in lost social security benefits from one
dollar for every two dollars eamned to one dollar for every three dollars earned above the social |
security earnings maximum and an increase in the actuarial benefit paid those who postpone
acceptance of social security benefits past age 65. More importantly, the 1983 Amendments to
the Social Sécurity Act provide for a gradual increase, beginning at the tum of the century, in’
the age at which full social security benefits can be taken from age 65 to age 67.

The great majority of analyses done on the retirement process in the United States come
from 1970s data and concentrate on the transition from work to retirement. Part of this literature
includes simulations of the effects of the 1983 Aznéndments on retirement age. The results
suggest that they will have a very small effect on the} age at which men retire from the labor
force. (See Burtless and Moffitt, 1984; Fields and Mitchell, 1984; Gustman and Steinmeier

1985.) What we suggest here is that while this may be the case, this legislation and other



economic incentives may still importantly effect work at older ages, even if they have only a

-

small effect on retirement age.

This somewhét paradoxical pronouncement makes more sense when it is rle'cognized that
~ for many men work does not end with retirement. Recent studies have shown that in the 1970s
a significant percentage of men returned to work following retirement from a full-time job
(Quinn, Burkhauser and Myers, 1990; Ruhm, 1990). Hence, in evaluating the importance of
policy changes on the work effort of older men in the 1990s and beyond it is critical to consider
not only how such decisions effect the timing of retirement but also how they influence the
decision to retun to work. While the few studies of work after retirement cited above are recent,
the dgta used in these analyses are not. No studies have looked at the work effort of those who
retired in the 1980s. Here we used data from tﬁe Panel Study of Income Dynamics to trace this
phenomena from 1968 through 1986. With these data we not only confirm that work after
retirement was an important event in the 1970s but that it became an even more important event
in the 1980s.

We first sketch a model of retirement that incorporates possible return to work and then
use a hazard model to estimate the duration frc_?m retirement to market wbrk for older men whd
held fuil-time employment and retire& between 1968 and 1986. We show that economic
variables commonly associated with the retirement decision also influence the decision to return
to work, including social security and employer pension benefits. We then compare the
characteristics of a worker’s last full-time job with his first post-retiremient job. We find that the
most important difference between}the two is that post-retirement jobs are much more likely to
be part-time. Based on these findings we suggest policy changes that are likely to encourage

work after retirement in the 1990s.



Tren&s in the Labor Force Participation
of Older Men: 1940-1989

Table 1 is based on decennial census data and on unpublished daté fro;ﬁ-the Current
Population Survey. Tt ‘shbws the yearly labor 'férce participation rates of men of ages between
55 and 72 from 1940 to 1989. If one defines noﬁnal retirement age as the first age at which at
least one-half of a given age group are oﬁt of the labor force then normal retirement occurred at
age 70 in 1950. By 1960 normal retirement age had fallen to age 66 and by 1970 it was age 65.
By the mid-1970s it had fallen another year to age.64. In the early 1980s normal retirement age
fell to age 63 and by the end of the decade was nearing age 62. This measure of normal
retirement age captures part of the trend in work effort over the past five decades but may not
reflect what appears to be a break in the St'eady slide in the work effort of older men in the
United States.

As Table 1 shows, this downward trend accelerated m the 1970s. But the 1980s appear
to tell a different story. The decade of the 1980s was tormn by major economic events. The first
part of the decade was dominated by the deepest recession since the 1930s. One might expect ‘
this to have further accelerated the decline in the work effort of older men, but as can be seen,
while participation rates continued to dccliné during this period, at most ages they did so at a
slower pace. More surprising is what has happened during the second part of the decade, a
period dominated by the longest econofny recovery of lﬁe century. Table 1 suggests that during
this period the long trend in falling participation rates may have ended. For many of the older
- age groups, cllrops’ in labor forc;e participation rates stopped in the mid-1980s and have slightly
increased thereafter. In 1989, labor force participation rates equaled or exceeded labor force

participation rates in 1984 for five of the seven oldest age categories.



A Multi-Year Look at Work and Retirement

Cross sectional ddta provides a first clue that the 1980s were a far different decade than
the 1970s with reépect to the work effort of older men. But it cannot distinguish between
increases in work effort at older ages that are the result of delayed refiremcnt and those due to
an increased return to work after retirement. To make such distinctions it is necessary to follow
individual workers through these transitions. And this can only be done with panel data. The
great majority of multi-period research on retirement has been done with two such data sets: The
Retirement History Survey and the National Longitudinal Survey. Unfortunately both these
surveys followed cohorts of men who reached retirement age in the early 1970s. Neither
provides information on work and retirement decisions in the 1980s. A major new data set, the
Health and Retirement Survey sponsored by the National Institute for Aging will begin to follow
a cohort of men and women aged 50 to 62 beginning in 1992. This will provide valuable
information on the work and retirement decisions of older workers in the 1990s. But these data
are several years away from the time they can be effectively used.

Data

There is only one United States panel study that can be used to compare the work and
retirement decisions of men Qho retired in the 1970s with those who did so in the 1980s. We
use this data, the Panel Study of Income Dynamic (PSID), in this study. The PSID has
interviewed a representative sample of some 5,000 families anmia.lly since 1968. It provides data
on a representative sample of men who worked full-time and retired during this period. All PSID
data are weighted by the most recent individual weight for the particular statistic being estimé.ted.
We use the 1987 cross-year, response-file. (A more complete discussion of these data is

provided in Survey Research Center 1984). All persons included in our analysis were in-the



PSID for the full 20-year period, 1968-1987. Those persons who died or disappeared frqm the
surve'y are in the nonresponse files of the PSID, but are not included in our éiiai‘ysis.

We investigate the labor market transitions of older men in thé PSID. Wc ‘define qlder
men as-those reaching the age of 50 at some point during the lifev of the panel. To be included
in our sample of older men, these men had to be household heads, work a large number of hours,
and then leave the labor force or reduce their work hours” by a significant percentage.
Specifically, if a male respondent in the PSID reports being a household head and at least 50
yeafs old and subsequently we have at least three consecutive years (t-1, t, t+1) of infbrrhation
on him in which he reports working at least 1000 hours in year t-1, and reports at least a 50
percent reduction in his annual hours of work one year later in t+1, then that individual is
- included in our sample and is defined as having retired in yeér t. Year t-1 is classified as the
last year of full-time career work, year t is defined as a transition year or, the year in which
retirement occurred; and year t+1 is defined as the first full year in retirement.

Our definition of retirement is necessary because of the data limitations imposed by the
PSID. Until 1985, information was only gathered on the last or current job héld and on total
h_ours of work during the previous year. We do not know when the retirement or hours reduction
occurred ¢.::ng this one year interval; we only know that a change in hours occurred during the
interval. Hence, we will erroneously classify some individﬁals who left one job during the
interval, were retired for a small amount of time, and then took another full-time job during that
interval as having made no transition. This is because the change in total hours cxpcriénced may
be too small to fit the 50 percent reduction criterion and no information is provided on the old
| job if a new job is taken before tﬁe'intérview.

We expcrixncntcd with other definitions of retirement. Defining retirement as a reduction

in annual hours from 1000 or more to 500 or less produced results similar to the ones reported



in this paper. We also used a self-reported retirement definition in a previous study (Anderson,
Burkhauser, and Slotsve, 1991). We choose not to use this self-reported measure here because
it tended to exclude the partially retired--i.e., those vworkingA fewer hours on the same or some
other job--and the sample sizes *;vere small. Finally, we tried a 50 percent reduction in hours
approach but restriéted the analysis to men over the age of 57. Again, the results were similar

to the ones reported here, but the sample sizes were smalle‘;r' and the variances were larger.
Theory» |

We argue that older workers in a full-time job have two distinct decisions to make. The
first is whether to retire from the career job. The second, conditional on retiring from su;h a
career job, is whether to remain out of the labor market (pennaneﬁt retirement) or to return to
work. Reentry may be to a full or part-time job. These decisions depend upon individual
expectations of the uncertain future values of health, marital status, remaining lifespan, pension
benefits, social security benefits, labor market conditions and status. Following Rust (1989) and
Berkovec and Stern (1991) wé model individual retirement decisions in a dynamic programming
framework.

For simplicity, individuals are assumed té be risk—ncutfal expected utility maximizers

without access to capital markets. At time t the present discounted value of an expected utility
function of the form:

V() = Max ) 7 B*E, [U®) @

is maximized where P is a fixed discount factor, and E, is an expectations operator where
expectations are taken with respect to information available at the end of period #-1. Uft) denotes

the utility at time ¢.



The utility function while on the career job is:

U@ = W - Co) @)
where W(t) is the wage at time ¢ and C(¢) is the disutﬂity of labor when working fﬁll-time. CHt)
is assumed to increase as health deteriorates. We will assume that C{¢) is increasing in ¢ (that
i1s, C(t) increases with age). Finally, we will assume that U,/¢) is decreasing in t. Wages
typically rise over the early part of working life but decline \:vnh age. As wages fall and health
deteriorates, the incentivgs to retire will increase. While wages may be increasing or decreasing
in ¢, the last assumétion implies that if the wage is increasing in ¢ it is increasing less than the
' disutility of labor in increasing. This implies that the utility of the career job is bstn'ctly
decreasing in 7.

The utiity function for those who are retired and not working is:

Ul) = RB(t') 3

where RB(t’) denotes the annuitized value of retirement benefits given retirement in period
t’(t’ <t). This includes benefits from employer pensions and social security. By definition,
Ux(t) is constant in ¢ given retirement occurred prior to date 7.

The utility function for those who are retired from the career job but who then work full-

~ time is given by:

Uet) = 0, RB(t') - C(t) + W(2) 4
where o, &enotes the percentage of the full-time retirement benefits received if working part-
~time. Cp(t) denotes the disutility of labor when woiking part-time in period ¢, and Wy(t) denotes
the period ¢ part-time wage. Once again, o, RB(¢') is decreasing int. As a result, Uyt) is

strictly decreasing in ¢. We will assume that Cx(t) > Cu(t). C{t), i = P,F, is not observed by the

econometrician.



a;, i=P,F, is a function of actual earnings, the threshold eamings level, age, and the
percentage reduction in social security benefits. To be consistent with social seéuf'ity regulations,
«; is assumed to be less than or equal to one for those aged 62 and over aﬁd eciﬁal to one for
individuals less than age 62. The‘ actual per period dollar value of social security benefits,
however, strictly increases with continued work.

The optimal time to retire from a career job, denotedi’"‘ occurs when U (t) = Ug(t). This
calculation only involves a comparison of current period utility levels, as opposed to the present
discounted values, and the solution ¢, is unique because U () is strictly decreasing in ¢ and Ug(t)
1s constant in . f; is the optimal time to leave the career job if the only option is permanent
retirement.

ForAt’ < t,, O is calculated and U (t') compared w_ith U@’ ). This can result in two
outcomes. First, U F(t’ ) < U (') for all t’ < t, so one would never retire from the career job
and re-enter in a full-time job. Second, for some, ¢t/ =1t < t, UF(f’ ) = U(t) in which case
one would retire from the career job and eventually take full-time work at time #;. In a similar
manner {, is calculated as the time to retire from the career job and move to part-time work.

Finally, Max {V(ty), V(tp), V(t£)}, the present discounted value of each retirement option
is calculated by those in the career job prior to period ¢/. This implies the optimal time to retire

from the career job, ¢*, and the first retirement state exit.

As can be seen, in every period an optimal decision is determined. For future reference,

we summarize the work decision in period ¢ with a polychotomous variable, I{¢), such that:

I(t) = O if the individual is at the in period ¢
= 1 if the individual is retired, work
= 2 if the individual is retired, work

3 if the individual is full-time retired.



Once retired, the worker may not return to the career job at a later time. This is consistent with
findings of Quinn, Burkhauser and Myers (1990). Finally, we represent the retirement "plan" by
defining I = {I(t)}. Essentially we have a dynamic version of a static discrete chc;icc model with
a polychotomous variable.

It is important to note that the sequence I(t) represents the retirement "plan” but this plaq
may not be realized. Only the first value of each sequence gf"_l( t) represents a decision observed
by the econometrician. The reason is that new information may become ava.iiable and the plaﬁ
changed.

For example, an individual may decide at time ¢ to remain in the career job for three more
periods and then retire into full-time retirement. This is represented by the sequence
{0,0,0,0,3,3,3,3,3) where expected lifespan is eight more periods. The current decision to remain
in the career job, the first zero of the sequence, is observed by the econometrician. Anderson, -
Burkhauser, and Quinn (1986) found that retirement plans are revised in response to unexpected
changes in health status, labor market conditions, and retirement program regulations. Suppose
that in period #+1 social security benefits unexpectedly increase. In light of this new information,
retirement plans may change to full-time retirement immediately. This is represented by the
sequence (3,3,3,3,3 ,3,3;,3}. Thus, the econometrician would then observe the move to full-time
retirement. Finally, suppose in period ¢+4 the cost-of-living has unexpectedly increased. The
individual may now decide to work full-time in period r+4 and then move back to full-time
retirement. The sequence observed by the econometrician weould be {0,3,3,3,1,3,3,3,3}). We will
denote the observed séquence of decisions by I’.

An individual’s solution to the above optimization problem yields a sequence of decisions,
I’, observed by the econometrician. The hazard analysis we propose below examines this -

observed sequence in an attempt to analyze the determinants of the duration of retirement spells
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(subsequences of zeros, ones, twos and threes) and to examine the determinants of the exit
probabilities from a spell. The reduced form approach we take*also allows us to explicitly
incorporate state variables such as éoc,ial security benefi'ts into our analysis. -
Description of the Hazard Model

We estimate a continuous time hazard model of return to work. In a single transition

model, the conditional probability of working during period t,tgivcn that the person is still retired

at the beginning of ¢, is:

h(t) = g(O/[1-G(O) (5)

where g(t)A and G(t) are the density and distribution functions of time to reentry. In our sample,
we have two groups of retirees: (1) N, are retirees who take a job before the end of the survey
(T); and (2) Ny are retirees who are still retired at 7. The likelihood function in this single-
transition hazard model has two components. First, for the j® retiree in group 1, the probability
of taking a job between a discrete interval £ and ¢, is:

G(t.) - G(r). _ (6)

Jtite

Second, for the i retiree in group 2, the probability of not taking a job before T is:
1 - G(D). (7)
The likelihood function is:

N, N,
L =11[G.) - Gy] Il - GM)] | (8)
izl i=1

where ¢, T, and e are known.

In the model we estimate, we assume that the hazard rate, h(t), has two components: an
observable componem mcasuring'variation across individuals (d;) and a timne profile measuring
time-dependence (d,). We assume that d, is an exponential function of exogenous X variables

which measure the retiree’s wage, pension wealth, health, and demographic characteristics:
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d, = exp(X'B) : , . (9)

where B is a vector of coefficients. The second component, d,, i assumed to have a Weibull

3.

form:

d, = ?Lp(kz)P_,. (10)
A and p are parameters to be estimated. The Weibull is 2 more general form of time dependence
than the exponential, for example; if p=7, then the Wéibull r;;duces to the exponential. If p>],
then the hazard rate is monotonically increasing with time (positive time dependence); if p<I
then the hazard is monotonically decreasing with time (negative time dependence). We also
experimented with other parametric models: normal, logistic, and Gompertz. Results were
similar to those reported here and are not included in this paper. We ignére unmeasured
heterogeneity in this model. We also do hot include any time-varying covariates in the X vector.
The model is estimated using LIMDEP software.

The X variables measure individual characteristics, job chéracterisﬁcs, and wealth. The
individual characteristics are the age a; retirement, whether the individual reports a health
limitation in the year before retirement, and whether the individual graduated from high school.
The job characteristics are the real hourly wage in the :;'car befo're- retirement and the occupatioﬁ
of the job held .bcforc retirement. To measure occupation, we use three dummy. variables for
professional or managerial position, unskilled or service labor, and operative jobs. Finally, we
include variaﬁles measuring the amount of real social security benefits and the amount of real
other retirement income received in the first retirement year. Because we are interesfed in
determining whether the speed with which retirees return to work has changed over the period

- 1968-1987, we include a dummy variable to measure whether retirement occurred in the 1980s

or prior to the 1980s.
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Results

In Table 2 we report the results ot: our hazard analysis. We‘ﬁnd that those who are health
or education limited are less likely tc; return to work following retirement; I‘J-ut that age at
retirement is not a significant factor. Higher skill white or blue collar workers are more likely .
to return to work than workers with lower skills. But the wage rate on the pre-retirement job is
not a significant factor in this decision. Real social securit;' énd employer pension benefits are
important and the higher such benefits, the less likely is a return to work. Even when these
characteristics are controlled however, wevstill find that those who retired in the 1980s are more
likely to retum to work. Time dependence is positive.

These results mirror those found in behavioral studies of retirement. They suggest that
the same socio-economic variables that inﬂqence retirement in the first place also effect duration
in that state. Importantiy we find that retirement is not a permanent state. 'Work after retirement
is common and this phenomenon grew in the 1980s.

Those with poor health or poor job skills both retire early and stay retired. Those with
a better health and with higher job skills are more likely to retumn to work. But this is offset by
the higher social security and employer pensions benefits that such workers are likely to get.

Those retiring in the 1980s were significantly faster in returning to work. We expect that
this may be an underestimate of the cohort effect in our data where we use only the response file
of the PSID. It is likely that our sample of 1970 retirees is healthier and of a higher socio-
economic class than the attriters from this cohort. Because we track this cohort for 2 longer time
following retirernent than those retiring in the 1980s, this bias is likely to be greater for them

than for the cohort of 1980 retirees.
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Comparing Pre- and Post-Retirement Jobs

As we have seen, work after retirement is a common event and one tﬁaf occurred more
rapidly following retirement in the 1980s than in the 1970s. And work after réiirex_nent is an
event that is sensitive to economic policy variables. But what kind of jobs do retired workers
return to? In formulating public policy it is important to know not only the speed at which

retired workers take jobs but the nature of these jobs and how ‘thcy vary from their previous full-
time jobs.

Table 3 shows the occupation of workers in their career job and in the first job they take
following retirement. In general, post-retirement jobs tend to be in the same occupation as career
jobs. Those with high level career jobs tend to have high level post-career jobs. Seven in ten
skilled white collar workers continue in that occupation after leaving their career job. Another
16 percent move to skilled blue collar jobs. Only 14 percent move to unskilled jobs.

Th.ose with low level career jobs, unskilled blue collar jobs, have low level post-career
jobs. Almost eight in ten unskilled blue collar workers continue in such occupations after
retirement. Another 13 percent go to unskilled white collar jobs.

Those with middle-level career jobs ha\'fe a bit more movement but caree;r skilled blue
collar workers still tend to hold either a skilled blue or white collar job folowing retirefnent and
unskilled white collar career job holders tend to hold either a post-retirement unskilled white or -
blue collar job. |

Thus, while there is some movement across whiic aud blue collar pdsitiom as workers
move from éareer to post-career work, there is very little movement up or down the skill level.
Skilled career workers tend t§ stay in skilled positions following retirement and unskilled workers

tend to stay in unskilled positions in post-retirement work.



14

Perhaps the most surprising finding in our comparison of career and post-career work
comes in Table 4 which looks at hourly wage rates. Hourly wage rates did not significantly
influence the speed of retum to work and there.is more variation in career and pc;ét-career wage
patterns then we expected. While in general those in lower wage career jobs had lower wage
post-retirement jobs, many received higher wages. We also expected higher wage career job
holders to have substantial drops in hourly wage rates in thcn' post-retirement jobs. While this
did occur to some extent, almost seven in ten continued to receive high hourly wages. Thus,
while it does appear that there is some drop in post-retirement hourly wages, the variation in
outcomes is much greater than expected.

The results in Tables 5 and 6 are much more in keeping with expectations. Table 5
compare hours worked per week on career and post-rctircmént jobs. Only about one worker in
ten worked less than 40 hours per week on his career job while nearly six in ten did so on their
pdst-caxeer job. This is the most obvious difference between career and post-career work. Only
a minority of those who retmun to work following retirement from a full-time career job do so
full-time. This is less true of the four in ten workers who worked more than 40 hours on their
carecer jobs; but' even among these intensive workers, more than one half moved to below 40
hours per week jobs.

Table 6 reinforces this view of reduced work time in post-retirement jobs. Only one in
ten career job holder worked less than 40 weeks per year, while eight in ten post-retirement jobs
were 1cs$ than 40 weeks per year. Of the four in ten workers who were employed for more than
50 weeks per year in their career job, more than seven in ten worked less than 40 weeks m their
posvt-retire-mcnt jobs. : .

Jobs held following retirement from a career job differ most dramatically in hours worked.

Clearly older men who return to the workforce do not do so in full-time employment. The great
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majorify of such jobs are part week or part year in nature. However, there is not as much
movement down the job ladder as might have been expected. ‘Whilc it is true that unskilled
career job ﬁolders continue in unskilled occupations, the great majority of hng skill workers
continue in high skill occupations. It is clearly not the case that all post-career jobs are unskilled.
This is also the trend with respect to wages. The distribution of hourly wage rates on post-career
jobs is much closer to career job wage rates than expected. ?A majority of those in high hourly
wage rate career jobs continue to receive that high wage on their post-career jobs.

Discussion

The 1970s were a period of sharp decline in the labor force participation rates olf older

men. Despite the most serious economic slump since thc. 1930s, the rate of decline in

- participation slowed in the first part of the 1980s and rose slightly during the strong recovery that
followed. Here we have shown that part of this turnaround was caused by a more rapid retum
to work of men who had retired from full-time jobs. We saw that the decision to return to work
is influenced by the same economic forces that have been found to effect the initial decision to
retire. -

The m#jor difference between career and post-retirement jobs are in hours worked. This
is undoubtedly caused by a combination of economic incentives and the taste of older workers.
During the peribd of our analysis social security benefits were substantially reduced if a person
worked full-time. Prior to 1972 the marginal tax on work reached 100 percent. This was
reduced to SO percent in 19’)3 and 33.3 percent in 1990 but still provides an incentive to retire
and to do so permanently. In addition, the amount permitted to be eamned without loss of social
security benefits increased from $2,100 in 1973 for all beneficiaries to $7,080 in 1991 for those

aged 62 to 64 and $9,720 in 1991 for those aged 65 to 70. For those over age 70 there is now

no earnings test.
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But it is also likely that a taste for reduced working hours increases with age. Gustman
and Steiner, 1983 argue that the inability to contract for part-tirne-;wozk on their career job is a
major factor in a worker’s retirement decision. This is compounded by the fact that employer

pension plans that provide benefits based on some combination of highest eamings sharply

penalize part-time work.

)

As public policy is developed to increase the labor fn;rce participation of older working
it is important to distinguish policies that are likelyb to increase the age at which a worker leaves
a full-time career job and policies that will increase movement into a job, usually in a part-time
job, for those who afe already retried.

We argue here that retirement trends are not exogenous. Current and planned changes
in social security legislation will have some effect in delaying retirement from a full-time career
job. But this legislation iS not likely to dramatically affect this aspect of retirement. Employer |
pcnsion plans that significantly discourage work on é career job, often at the earliest possible
retirement age will continue to be other strong inducement to retire.. Only substantial changes
in these private labor contracts are likely to significantly effect the age Workers leave their career
job.

But pan—tirﬂe work after retirement is much more susceptible to changes in social security
policy and it is very likely that the increase in this kind of post-career work behavior that we
show in the 1980s will continue. Small changes in public policy could further encourage part-
time post retirement work. For instance, the total elimination of the social security earnings test,
an earlier phase-in of an actuarially fair delayed retirement credit for work past age 65,
exemption of social security recipiénts from social security taxes on part-time eamings, or the
suspension of the fringe benefit requirements under section 89 of the Tax Code for par£~time

older workers. (See Burkhauser and Quinn, 1990 for a greater discussion.) Each of these
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proposals would reduce the current penalties on work found in current federal tax and transfer

<

policy.

Surveys of older workers sﬁggest that many older workers would like to r‘e.tire gradually,
and incorporate a period of partial retirement into their transitiqn from full-time work to complete
labor force withdrawal (see Quinn and Burkhauser, 1991). Policies that facﬂitate this desire by

making it less costly for firms to hire part-time workers and less costly for older workers to

accept part-time employment will allow these desires to be accommodated and retain productive

workers in the labor force.
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TABLE 1

MALE LABOR FORCE PARTICIPATION RATES BY AGE, 1940 TO 1939

Age

Year 55 60 61 62 63 63 65 66 | 67 68 69 70 71
1940 93.8 85.5 83.6 80.0 804 770 | 700 68.1 60.3 58.5 36.3 48.6 -
19500 - 90.6 847 823 - 81.2 79.8 76.8 n. 67.1 394 317 4.5 49.8 39.3
1960¢ 92.8 85.9 8L6 79.8 178 71.5 56.8 49.0 42.7 420 39.0 372 28.0
1970 : 91.8 83.9 80.1 73.8 69.4 64.4 49.9 44.7 394 377 34.0 30.1 24.8
1972 %0.7 82.1 79.5 70.9 66.5 61.5 432 38.6 34.6 338 29.6 21.1 220
1974 83.0 79.0 76.1 66.8 59.2 56.3 398 35.5 330 211 26.6 23.5 227
1976 37.1 73.5 753 60.8 557 30.3 366 | 312 28.0 26.6 223 223 20.9
1978 85.8 744 714 617 522 48.1 36.3 30.4 21.6 287 23.5 217 19.9
1980 349 14.0 69.6 56.8 52.3 43.3 352 | . 304 279 24.1 23.0 213. 17.0
1982 64 | o721 61.1 34.3 452 4.1 30.6 28.9 26.9 24.8 22,6 21.1 15.3
1984 843 | 702 66.1 52.4 48.2 07 304 257 25.6 213w} 197 - 18.8 16.0
1985 837 7.0 66.5 30.9 4.7 422 - 305 26.5 2317 20.5 19.5 159 | 149
1986 84.1 1 692 66.2 335 4.3 39.4 307 276 24.0 207 20.7 17.1 i 14.0
1987 839 J 59.8 65.2 529 | 456 39.1 31.7 27.5 24.9 229 19.9 171 14.5
1988 82.5 _E 68.8 65.0 519 45.0 39.2 317 288 .| 252 225 19.9 18.1 128
1989 837 z 70.7 66.4 50.9 44.5 40.7 314 300 27.0 222 18.8 179, 16.0

*Based on adjusted U.S. Bureau of the Census lubor force participation data. The adjustment is based on the ratio of CPS figures and census figures in 1970.

SOURCE: Labor force participation figures from 1970-1989 are based on unpublished data from the Current Population Survey (CPS).




HAZARD MODEL OF THE DURATION IN FULL RETIREMENT"

TABLE 2

Variable Mean

Variable CoefTicient Standard Error (standard error)
Constant -.933 533 1.00
7 (.000)
Age at retirement -.001 .009 59.130
i (5.463)
Health limitation before retiring - ~.404x* .109 .186
. (.390)
Professional/manager before retiring A406** 113 236
(.425)
Unskilled/service work before retiring -.181 109 178
_ _ (.383)
Operative before retiring 230** 102 231
(.422)
High school graduate A72* 091 471 .
(.500)
Real social security benefits during -.095%* 018 2.581
retirement (divided by 1,000) (3.625)
Real other retirement income (divided -.052** .007 3.087
by 1,000) (7.469)
Real hourly wage retirement (divided -.738 .870 109
by 100) (.076)
Retired during the 1980s S15%* .082 .539
(.499)
Lambda 337%* .024
p (time dependence) 980** 065
Log likelihood -876.54

*Significant at the 1 percent level.
““Significant at the 5 percent level.

*The base year for the real wage and benefit calculations is 1987.




TABLE 3

OCCUPATIONAL CHANGE FOLLOWING RETIREMENT
(vertical percentages)

Career Job Occupation

Bis: Jollar

White Collar | White Collar | Blug Collar
New Job Occupation Skilled Unskilled Skilled Unskilled Total
White Collar Skilled" 70% 5% 32% 4% 82 (23)
| White Colfar Unskilled® 5% 61% 10% 13% 74 21)
Blue Collar Skilled® 16% 7% 45% 3% 38 (11)
‘Blue Collar Unskilled* 9% 27% 13% 79% 156 (45)
Total - 88 (25) 75 21 31 (9 156 (45) 350

*professionals, managers
*clerical, sales, services
‘crafts

doperatives, farms




TABLE 4

CHANGE IN WAGE RATE
{vertical percentage)

Career Job Wage Rate

$0-5 per $5-310 $10-315 $15+ per
New Job Wage Rate hour per hour per hour hour Total
$0 - $5 per hour 41% 31% 15% 10% 104 (22)
$5 - $10 per bour 43% 37% 23% 7% 134 (29)
$10 - 315 per hour 11% 16% 25% 15% 79 (17)
More than $15 6% 23% 37% | 68% 148 (32)
Total 101 (22) 7| 150 (32) 120 (26) 94 (20) 465




TABLE 5

CHANGE IN HOURS WORKED PER WEEK

(vertical percentage)

Career Job Hours Worked

New Job Hours Less Than 40 More Than 40
Worked Hours 40 Hours Hours Total
Less than 40 hours 35% 56% 56% 281 (59)
40 hours 13% 26% 20% 127 (27)
More than 40 hours 2% 8% 24% 66 (14)
Total 54 (11) . 223 (47) 197 (42) 474




