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_ABSTRACT , A , .
L study wa's conducted to determine lakor-market -
factors influencing one's psychological well being and ecencric
security after retirement. Research was found ‘that suppcrted the
hypotheses that a worker's empldyment, earnings, and industfy in the
_lator force greatly affect a retireé's financial positicn: the reason - - -
for laber force withdrawal influences economic position and sutlook
toward life: a positive relaticnship exists between inccme and life
satisfaction: and health problems and job satisfacticn influence life
satisfaction after retirement. Data were drawn from the older men's’
.c6hort of the National Longitudinal Surveys of Work Experience. A
lqgarithpic function of the income re ei'ved from pensjion 3and SQCiig\
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Thrbugh the 1mp1ementat1on of 01d Age Surv1vors D1sab111ty and Hea]th v .
' ot
'Insurance (OASDHI) our society has set forth the policy that an individual who

N '
has devoted a 1argelport1on of his 11fe to labor should be abJe to spend h1s

later years in ret1rement ma1nta1n1ng a comfortable standard of 11v1ng " This )
"goal is further re1nforced in the pr1vate sector by pnov1d1ng pensions to - ¥
workers who have fa1thfu11y served the1r compan1es. Bétween public and Coe
private support, a worker is frequently abﬂe to withdraw fronﬁthe labor force
_once he reaches his sixties with 1ncome suff1c1ent to live a comfortable
{y Tife. However a relatively 1arge proport1on of the elderly are living belib

the pq‘erty 1eve1 In 1977, of those persons 65 and over, 11. 9 percent of the
wh1tes and 36.3~ percent of the blacks had incomes be]ow the poverty level
(0. S Bureau of Census .1979) With the exception of those under- age 14, no

ther age group faces such low 1ncome 1eve1s. ALternat1Ve measures of poverty

show that one-fourth of at} aged fam111es havér1nadequate 1eve1s of resource; /

and that by most definitions, poverty ambng the e]derly is understated (h:?ﬁ,
1979). Thus even though soc1ety des1res comfortable living for the aged, in /

rea11ty the goa] is only rea11zed for .a portion of the population. :
" “ . 1

R

1

Poverty.is but one’ prob]em fac1ng the elderly. The loss of status, L
prest1ge and, frequently, the principal reason far being--a job——can be a, \\ ﬁ

traumatic occurrence. Socio- psycholog1ca1 Titerature shows that retirement is !

AY
1

a stressfyl 1tfe event and often results in unhapp1ness, Joss of useful \.7
feelings, and nostalgia for one's job (Palmore et a],'1979; Atchley, 1975).

.Therefore an individual enterind'ratirement must worry about“ sychological ‘

= 1

well-being as well as. financial status.
While psychoTogical we]l-being'and~econon1c security after ret§rement are
corre]ated (Heidbreder 1972) it is also likely that they are associateﬁ'to

some extent with- aspects of one's ear11er work experiences. This study is an
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¥ attempt to pull together the 1aber market Jactors 1nf1uenc1ng one S

ret1rement. It first dea]s with the factors influencing a ret1ree S 1ncome

‘and theén loeks at the ﬁactorsrinfluencing a retiree's sattsfact1on with life.
I . c

- .
¥
- . -
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- WORK -AND RETIREMENT

The maJor soprces of income for retired individuals are Social'Security )

and pr1vate pens1ons, “both of wh1ch are d1rect1y tied .tb an 1nd1v1dua1 s

, . experiences while 1n the 1abor market. * Social Security_is based on the
average monthly earn1ngs of the worker while pension coverage and ava11ab111ty

differ by 1ndustry (Ko]odrubetz and’ Landay, 19754 £8e1er, 1971} and vary by .
\ -
earnings and length of company service. Hence a worker' s, employment

earn1ngs and industry wh11e-¥n the 1abor force should play a major role in a

. retiree' s financial position once out of the labor force. Past: research’]ends
~

support to this hypothes1s Hen]e 197%} ffnds that the rélation between a

person's benefits at retirément and his prer&t1rement earn1ngs (rep]acement

- e ~

rat1o) varies by mar1ta1 status, age at retirement; sex and 1ndustry a

LI —

’

~ married man~ret1r1ng at age 65 under a pr1vate pension p1an replaces al least

Ay

.60 percent of his earx\bgs, but a single man ret1>1ng at age 62 not ent1t1ed

»

to any private pens1on benefits, rep]aces on1y 20 25 percent of his, 1ncome TN

Schultz et &l (1979) calculate reptacement rat1os 7of penswon p1ans for severa1'

-

~\\u// 1ndustr1es--assum1ng equal earn1ngs andﬂlength~of serv1ce--and find . '

o

_replacement ratios as h1gh as 34 percent in the f1nanc1a1 1nsurance real

£

= _ estate, commun1qat1on and ut111t1es 1ndustr1es and as low as IS percent in the
. service industry. Unfortunate]y, ne1ther study emp]oys techn1aues which '\
contro] for other factors affectwng ‘postretirement income. Schu]tz et‘hﬂ on1y

account for pens1on income and fail to account for early ret1rement wh11e

g Henle does not account for job' tenure. o o ,Q? .

e
|
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Earnings, length of cdrvice, /and industry are not the.only_ labor market

factors that could affeck a worker's retirement income.” Yhene is'afg€gment of

from the labor force the1r relatively advanced age 1eads soc1ety-to c]ass1fy
them as ret1red 9Because many of ‘these 1nd1v1dua]s probab]y have had prev1ous
unsuccessfu] labor market exper1ences, there is no reason to expect that they.

will have successful ret1rement exper.iences. That is, because of their

»

tenuous re1at1onsh1p w1th the labor market they have not built up sen1or1ty/

P

L
. . . 4

money for retirement. Therefore "when these v‘g1v1dua1s "ret1re" from the
iabor force they are forced to take reduced Soc1a] Secur1ty benef1ts at age 62
_(assum1ng they are eligible), and sm ]1 pensions, if available; furthermore,
* these 1nd1v3dua1s are un11ke1y to have sav1ngs or other assets to fa]i back

on’. Another group of 1nd1v1dua1s are forced vnto retirement because of

?
N

company compu1sory retirement plans. These individupals do not have a tenuous

N 1]

- relationship with the labor market;’ln fact they may have strong company

" ’ .-
ties. Thus, in terms of;poatretirement income, these invaluntary retirees may

L] - €

be more like voluntary retirees, contro]11ng for tenure . e

Research supports the hypothe51 that the reason for 1abor force

f«‘.’

withdrawal 1nf1uences ones econom1c ell being wh11euﬁn ret1rement. Epsteih

" e

' (1966) finds that many of the ear]y oc1a1 Secur1ty c1a1mants are forced to

ake the 1owq\‘benef1ts because of. t*e need to supp]ement a]ready low
earnings. Parnes and Nestel (1981) f1nd that the reﬁ]acement rat1o d1ffers
from ‘about 55 percent for men who, ret1red vo1untarr1y at age 65 to 29 percent
for men who retired ear11er because of hea1th reas0ns Unfortunate]y?ane1ther

i

-4
study.employed multivariate techn1ques wh1ch contrd] for factors other than

— the population who are forced to withdraw from the labor force because of poor-
-

¢
hea\th or because work 1s not ava1]ab1e E{ n thoudh these workers are, forced .

with & company, have'bpd low earning levels, and have not been ab1e to save - )

.
s




" speason ny rétirement . fherefore—ca%though—%heireason'for an individual's ‘

. ‘o N ’ Ne %

Teaving the Tabor force appears to be an 1nd1cator>of h1s f1nanc1a1 posﬁt1on

N 4

'once he 14 cons1deredzﬂnetngyi_i_further study is needed to determ1ne the : -

— . .« ®

\ —_— e , - N

nature of the re1at1oh§h1p ' o, L ) S - ﬂ;;‘ft

1

Npt only w111 the reason for ret1rement influence a. worker s financial

- ‘*x

pos1t1on after retirement but 1t will also affect his outlook toward 11fe once

Y he has "rétired." Individuals who vo]untar11y retire from labor market . ¥ 1 ?2

-
. n

activities .are 11ke1y to be more satisfied with their 11fe than those who were L

forced from the labor market because of hea1th lack of JOb opportun1tves or a
' ' ’ !
company S compu]sory ret1rement p1an"yyoluntary withdrawal from the 1abor

Ay

v ﬁ"\ . Y ~
begause of reasons outs1de one's. contr01 may 1ntens1f feelings of
/ ' -

he]plessness and jsolation which maydtransm1t 1nto d1ssatisfact1on w1th

\ -~

force 1nd1cates a complacent att1tude but w1thdrawa1 from the 1abor<force '

11fe Agd1n th1s hypothes1s 15 *supported by Parnes angd Nestel, who f1nd a

“a

- ' greater percent of those men voluntar11y ret1r1ng from the 1abdr force happier

- .,

w1th most aspects ‘of their 11fe than those men who ret1red because "of .health

~or becguse of company plans . .
’ 3
" Tne cou™. argue that those who retire voluntarily w111 do.so only‘because

.

' ' " their 1ncome 1eve1 requ1res 1ittte change “ine the1r standard of 11v1ng whtle ;

1nv01untar11y may or may not have sufficient income: for

1Y . ~ . .
! those who retir
. - 4 . /

11v1ng, thus it is income wh1ch is the determinihg factor “in 11fe sat1sfact1on

" ( . after. ret1reme t This argument in turn raises fhe issue of the 1mportance of
re1at1ve-versus abso1ute income in determ1n1ng po§*ﬁet1rement sat1sfact1on
b . The "relatiye income hypothesis" wou]d-argue that life sat1sfact10n is a
- . \‘. funct1on of’the change in one s income, i.e., the amdunt of postretirement .

1ncome one has re1at1ve to preret1rement 1ncome Thi fﬁﬁﬁ%F&S@S—With—thé_‘«.

hypothes1s whﬂch states that.11fe satisfaction is a furfction of the absolute .

po
. R « . '
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1
* .+ The “re1at1ve income hypothes1s” draws theorétical support from the conceptqpf

%, \reﬂat1ve depr1vat1on,gnd compar1son of standards That is, an 1nd1v1dua1 w1th

I3

e . an ‘adequate abso]ute 1ncome Tevel can have a sense of feeling depr1ved because
# 2 h1s compar1sons ‘are -with. other persons or groups'whosé income “is h1gher,1 this

. f' same 1nd1v1dua1.may not, be objectively depr1ved in the” sense of lacking \

K

’ . certain th1ngs. Analagously when a person reaches retirement and h1s\i;come
js‘reduced, his comparison may. be his income level prior to his labar force
withdrawal. Because of this comparison, two retired individuals having the

same abso]ute~1eve1 of income may not be equally'happy since the income is a

snaller propont1on af preret1rement¢ﬁncome for one~ On the other -hand, they*

\

9 may be equa]]y happy because ‘they are rece1v1ng the Same amount of absolute

’

" income. ’ L ‘ ' S
4 Numerous stud1es support the pos1t1ve relationship between 1ncome.and ‘
o .. - life satws#actaen for -the aged. Chatfleld (1977) found that there is 1ower

' ‘satisﬁaction from loss of income than from loss of one’s JOb while Donnenwerth

et al {1978) found that race differences are negated when contro]]ing for

’

- ’ " income.. |Spreitzner and Snyder (}974) found that "econom1c sufficiency” and

&

health were the strongest pred1ctors of life satisfaction among the aged

~

Unfortunately, with the exception of Spre1tzner and Styder™, the studies were

conducted using regional samples and were analyzed without contro]11ng for the'
. numerous other factqrs 1nf1uenc1ng life sat1sfact1on , . o
I

Hh11e 1ncome however measured is ene component of Tife sat1sfact1on

1 " Tt
-\ there is ev1dence of a number of Factors all work1ng to 1nf1uence

-

. satisfagtton. Health problems have, been fOUnd to be a maJor factor/

- [ "

————

1For extensive d1scuss1on of relative depr1vat1on and compar1sons see Runc1man
. (1966) or Morgan (1968). Y

i

value of 1ncome, i.es the actual amount of post retxrement 1nc0me rece1ved ;,

’
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anf]uenc1ng 11fe satisfaction (Sn1der, 1980; Edwards and K]enmack

\ N ’. -\‘ - .. ‘
1973). .

~ Vikely to lead to dissatisfact1on.

4

.

~

~

A1so wh1]e in the Yabor ferce, work can be a 1arge part of avworkers

1t can be a source of status and sat1sfact1on (or dis¢atisfaction). When a

i

worker retires from the labor force much of th4; is removed. 'If a worker. has

ga1ned status through his JOb was satisfied with his job or if h1s job was an
jmportant part of his, f1fe the loss of that‘ﬁob at ret1rement may be more-

On the other hantl, Job sat1sfact1on may be
¥

1nd1cat1ve of “a person -happy, with 11fe in .general,

job~ may cent1nue to be happy with his 1ife even after retirement. Even

his
though previous stud1es have found 1)9kages between a_ ret1ree s life

satisfaction and income), status, route touret1rement and hea]th they have

not\1ooked‘at these effects néet of the other ‘effects.

A B " 4

DATA AND' METHODOLOGY ;

-

. 't 8 r ) - ,
. The data used in this study are drawn from the older men's cohor} of the:

National Long1tud1na] Surveys of WOrk Experience. 2 1In order to be part of
\&
this samp]e a man must have been 1nterv1ewed in 1978, and retired for at least

one year pr1or to 19783--the year the postretirement data are drawn--so as to

.

exclude men who haye

only been ret1red a short time and thus have not’ yet

fully experienoed retirement.

/N
aff1rmat1ve1y to the quest1on "Have you ever re

.. S

[

f:

- )

2Ths surveys which initially:included
reprgsentative sample of about 5,000 men aged 4
interYyiewed respondents through 1981. , A1l data
national population. For a complete discussion

The National Longitudinal Surveys Handbook .

o sat1sfact1on with 1ife or, income the sample is

proesses are the same for those who die ear]y, sample* biases of this type were

tired from a 3ob either

N t

intdrviews with a nationally

5-59 in 1966, has repeatedly
are we1ghted to reflect the
of the weights and data seé

! .

"3710 the extent that retirees who have died prior to 1978 differ in terms of

biased. - However, assuming the

1 life and .

and thUs, a man ‘happy with '

.

A person is considered ret1red/1f he responded.
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( voluntarily or invo]<untarﬂy?"4 In 1966 respondents were isked & battery of

questions about ‘thé 1ondest'job they held. Howéver, the psychological
KT quésgions, job satisfaction and™the importance of work, and hourly rate of Pay .

were asked only iﬁ thafyeqr.5 Therefore,in order to get pgychological job - - .

o

. . informgt%on and wage data, it wés necessary to further restriet the sample to

-

those who retired aftér .the 1966 survey.

To measure bension and Social Security incohe a 1ogarithmic_functiorf6 of ,‘

g the amount of income the retiree received from pension\and Social Seturi}y74 '
. . )

was used. As shown in Table 1), income from these source accounts‘for a large . . -

. [4 ) . ] - \ \ ’
. percentage of a.retiree's income. Pension and Social Securty income account s

~*:,¢;1 for about 77 percent of a white retiree's income and 86 percent of a Black
nTFétﬁreelgzjncome, with 85 percent of the retirees receiving some Social
8 T .
(7 Security i&co;;\zﬁa\ﬁvgr\hgjf receiving pension income. . ’
1) \\*—\\ . ) ’
. Life satisfaction is measured using-the_question "Overall, how happy
— .

_"<. would you say you are with your\1ife?.“ If the régggﬁaént\neglied that he.was)

very happy ke was coded 1; if he replied somewhat hapgy or unhappy he W
)., B \ . R . .
coded 0. Table 1 ‘shows that about half the retirees weére very happy with

largely negated through the use of multivariate analysis.

r

Aserf reporting of retirement is but one way of determining a man's labor
* market status. It has the disadvartage of including those men who returned to
. work after they "retired" but has the.advantage of Tooking at all . e :
. characteristics of all men whd havg ever retired from a job. By using the .
» ~ self report definition I have inc13ded all men potentiallyeligible for™ . |
pension or Social Security benefits and have not .excluded a nonrandom group of b
men because they returned to work. : :

* 5For most réspdndents 1966 job was also the longest job, hence, job importance .
job satisfaction, and hourly rate of pay were are obtained for the longest .
job. - ) . |

BThé“1odar1thm$h function is used “in order to discount intervals between ,
rélatively high \gve]s of income. N '

’ 2 »

%The'quégtion on Social Secur{ty income asks how much income'ihe respondent
,  received from Social Security or’R§i1road Retirement; hence, analysis is .
; , : o
> oA




. \ .
their life while -about half expressed some 1e%e{ of unh%Bbiﬁes§. . i ‘
Since retiremen benef1ts are usually based on 1ength of -time_spent w1th

\ i 1

an employer, the job mosl 11ke1y to influence an 1nd1V1dua1 in ret1rement»1s I
fhe'longest job<held since'leaving school. "Although it qop]d fe argued that =

] \, .
the occupation one holds wou have the greatest jmpact on retirement, both N

. financially and-Bsychologically, industry variables aré used to predict
. . i . L0 : . ’ R
financial succes§ in yet1rement, ba gfcupat1ona1 status is used to peeels;// , ,
This difPerentiation was done in an attempt to
N
‘control for pen31on benefits,-which ofte\\giffer by industry while the ' P

occupation one, holds becomes more relevant bQ\ d1sguss1ng life happ1ness

. psychological satisfaction.

PR 4

because 1t is the occupat1on and not the 1ndust(y which determines one* S
s “

prest1ge in the 1abor market. In short, it is tﬁe\occupat1on that g1ves a man -

his 1<jnt1ty in the 1abor market-=an 1dent1ty which s removed upon . :
. S . , . Qx, \\ N /
.

. \\ . A‘
Fetirement, \ ? ' \
. In order to cab%ure further the availability and “amourt of pension

—— .
income, tenure at 1ongest JOb hourly rate of »pay, percent of\ industry- N
b

umomzed8 and educat1on are 1ncTuded in the 1ncome mode1 S1ﬁ§\\\ A
LS\ the '

ﬁr"»\\\\“\um\_n1zat1on data for "the 1ongest job are not available’ on the N

\\
percent of the-d dustr¥ uglanxzed in 1970 was used (Freeman and, Medof ¥,
.‘ -

in ordéh,to.capture occupation/status

1979) Education is inc

d1fferent1a s in pens1ons A series’o

& B

! actuglly_ on a comp11§t1on of Social Security and Railroad Ret1rement21ncbme.

Joh, hence hour ly rate of pay
Unionization data from 1970 were
nsion negot1at1ons and
would capture that .

©oT 8pata for wages were not available for longest
" * \Ufor current or last job as of 1966 was used.
, sed because the effects of unionizdtipn is through pe
it was felt that union membersh1p prior to’ ret1rem

.
* .
\ .
K . : . .
. L4
. . i

10 . L
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: D . o
retiring voluntar11y : -

Y $

Health and mar1ta1 status are 1mportant pred1ctors of both 1Tfe

combuisory retirement plan, health reasons, or labor market reasoii)froﬁ those 1-
’ s+
' Y

; sat1sfact1on and- postretirement 1ncome. Health 1mpa1rments limit both work

i 4

and nonwork act1v1t1es, 1ife sat1sfact1on may be d1m1n1shed because of

*  restricted ac¢1v1t1es, and income may be restricted because of the” 1nab111ty
hi
to gain labor markét income. Married retirees may not fee1 as muoh 1solat1on-

\ I

as their.unmarried counterparts, and marital partners’ pro%1de another ‘ }

potential income source. Hence health impairmentd Should reduce life
satisfaa?ion and income while being married should increase both satisfaction
‘u - (e -- ’ )
and “income. ) s '

To test the relatiye versus actual income hypothesis life satisfaction
equationé were run fwice, once usihg a ratio of postretirement income to
preret1rement income and,a second time us1ng postret1rement 1ncome as

independent var1ab1eslo. Preret1rement ‘income is defined as 1ncome rece1ved

during 1965 In order tp contro] for the d1ffer1ng s1tuat1ons faced by blacks

and those ret1red for only a short per1od of time, 1ength of time retﬁred and’

- 3

. ;
. race are includetd in the models. . . S SN

S

The following funct1ona1 specifications "are uti 11zed

(1) 1In Y\=f1Tenure, Agr1c, qu1ng, Fire, Service, Tkansp, Trade, PA, Mfgd s

Lt . b} J/ .
‘ ) Mfgn, Hth, Comp, Joblos, Wage, Union, Edud\<Tsp, Black, Le#gth) '

R
I oom . C A

-
—
w .-/\

-

- s . \ ' '
effect. - A - N

9Ret1rees,we§e classified on the basis of .their answer to the quest1on "Why
id you retire?".’ If they did not answer the question or they saidethey,
\\7\;, - Netired volyntaily, they were hand edited to see if they had a history of

T

33b1essness or health probiets. If joblessness or health problems appeared "in
\\\\\\\tthE past they were reeoded . ] -

- 'S

- ’ o~ - )
10Ths\\\\atqons were also run with both relative income- and absolute' income in

}."
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. o (2) | Satis = g( uhcan, Hth,. C.omp, Jo’blos/,_:Jsat, Jimg, Relt.ht\ﬁ in_cqme, Msp,. = ’
. .. Bl 1\< Length) p o R .o
\l'- ’ . 0(‘3”)l\\\Sat1's = h(bgn\c\;an', ch, ,Comp, ._Joblos‘\, Jsat,. Jimp, 'Rej:,hth,‘. ncrel, Msp, "
' v Blgck,‘« Length) RPN \ ' 8
whvere " ‘ , . . ’ ‘- -
" n Y = ' Log of postretwemfent income (1978’) i - :
= Sati‘s~-= SO dummy var"lable indicating happlness wfth’ 11fe (]978, !
N ) Agrii: = ' A dummy ‘variable indicating longest job employment in t?je \\
‘ : agr1cu1tdra1 industry LY T - ,
R ‘ -F%\re = 'A’dummy var1ab1e 1nd1cat1ng longest job empldyment in t e’ A
) o - ﬁn"anc'e, 1n§urance or rea1 estate 1ndustry s ) ",\ )
' I‘!h';lL_jings‘= A dL;my,variqble indicating longest job employpent in the\\minir;g v
. .. _industry o : B " El
,r ' Service = A dummy- v mab]é 1nd1cat1ng longest job em;ﬂoyment in the service
L - - industry o | o : .
. Transp. = A. dummy variable indicating 1onges.t_job. employment in the .
' /énsportation, coﬁﬁunications, or pubﬁc :Jtﬂi.ties ihdustr’y
'(‘ - - Trade = . A- dummy v‘éariéble in'dﬁcating longest job emplbyment in-thé* trade
‘ A industr:y « - ‘ - ' .
; PA = = A dummy variable ﬁ\d?cating’\longesi job emploﬁent ;n the public &
- B Tgector . ’ ‘ .
s Mfgd = .»A dummy variab]é indicating Tongest job employment in the dprable
AR - ” ' manufacturung ihdustry - : - E ‘.
Mfgn = A-dummy variable 1nd1ca‘c1ng 1ongest JOb employment in the -
i\"' . nondurable manuf‘a.ctumng mdust*ry‘ N ' N ’
o .- . Tenure'= Nufiber of years at longest job ‘; . - I
2 T, Htho= ‘/\. A dummy vamable 1nd}c,at1ng ret1rement because of health~ . v ,
'. | )r/ 4"" | o ) S L e , |
| . o ’ - ,«‘.'. ’ - ,
, . 7 B , ;o
‘. ‘e W ‘ ~ . i




. - .‘ébmp % R vA dummy yardaﬁleiimdicating ret?rement’bedause'of a edmpulsbny. .
- > .. plan\\ 1L. ' ‘.L"\ | Y . ‘i *
“ joblos = A dummy var1an1e and1cat1ng ret1rement becauseidf unemp1dyment
. Wage's Hourly rate of pay “at current- -of Tast job (1966) ' ‘
o Unjon = - gsrcent of 1ndustry of 1onge§§ Job un1on1zed in 1970 w‘
; coo ' Eguc = Highest gradé comp1eted (1966) : . ~ -
e ,Duncanu= . Duncan index. of socvoeconomfc status- of tongest job Yy
T Rethth z 'A dummy variable 1nd1cat1ng hea1th pnoblems (1978) “G
N Msp = A dummy var1ab1e 1nd1cat1ng marr1ed w1th spouse present’ (1978)
. :BWack = A dyummy variable ipd§cating the respondents race ’ j
; Jsat_=?‘ ’ A/dummy var1ab1e 1nd1cat1ngv30b sat1sfact1on (15%6) -
Jimp = A dumnty var1ab]e 1nd1cat1ng JGb 1mportance ’6 Ao ) ;
L ) Income'= 2 Postret1rement income (1978) - i
B Increltf‘{*i A rat1oipf-postret1rement ineome 6{§7§5/tddpreretirement.income o
S qees) o . ‘ , oo Lt
: Length‘=; &mber of-years since»rgiimement‘(197§), : .
. . \ . » . . - -
’O?dinary least squares (oLS) was emplbyed to analyze’tne income models
_ . wh11e‘prob1t ana1ys1s was used in the 11fe sat1sfactlon models in order to
o ‘ avoid potent1a1 bias thatsmay occur us1ng OLS ywith a d1chotomous dependent \
vardiable. The models were a1so run separately for blacks. and whites because
© ‘blacks have d1fferent 1ongest«30b eharacter1st1cs and individual :
character;st1cs from wh1tes (Thompson 1979) . 'V;:5 S
. ) ) | ) -
FINDINGS g ' . % |
te In genera? the. relatibnship between work - and ret:rement holds for both
- ) .blacks and wh1teS‘“h§Qeven//the nature of th1s relat1onsh1p is vast]y
¢ " . ‘ 4 on
g P - - S
S R R
RIC . - T SN - \
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s d1fferent for the two groups Tab]e 2 shoWs that a]fhough temire and‘wage
exert a strong poé1t1ve correlat1on with postretirement 1ncome for both L
‘. |

groups, the effects of - 1ndustry, un1on1za>§on and educ§k1on d1ﬁﬁer

X /
drdstically. For vimtes, unionization and educat1on are. pos1t1ve1y c‘elated.

with postretlrement income showing the.strength of un1on§ 1n perrsion .

( N negot1at1ons and the pos1t1ve role that status/occupat1on may have in - "55

-

determ1nrng amount of pens1ons However for b]acks un1on1zat1on and

—
;

educat1on are not s1gn1f1cant pred1ctors of postret1rement 1ncome but 1ndustry
effects can be poxerful Th1s cou]d he due to the nature of the JObS held by
~ ' blacks. That is, since unions are dom1nated by wh1tes, even though an

~ 1ndustry is heav11y ynionized a b1ack man' s pens1gp'coverage may be unaffected

e " -
-

e

as he may be in a nonun1on12ed sector of the 1ndustry ' ' |
The aforement\oned‘f1nd1ngs have shown 11nkages to postret1remenb income

/
: . of tenure wage rate, and route to~ret1rement for -both blacks and whites;
v .

) un1on1zat1on.and educat1on for wh1tes, and indugtry for, b]acks “Even though
. specific vaniables differ in their effects for blacks and whites, the -

.. variables which are significant predictors of postretirement income are also
: N [ . - -f'"

-7 . N e . . - =
linked toghabor market success, Thus, workers*with~financial success while

‘ 1s0 the ones who have the most 1ncome coming-in dur1ng

- < retirement. Those men dr1ft1ng from‘gob to JOb wh11e working or gb)ng through p
N
: . spe]]s of unemp]oyment and dr1ft1ng into retirement are alsp the men who

. - N

R

rece1ve the 1owest pecunwary benefits when ret1red ..

I ‘ Tab]e 3 shows the impact of the labor manket on aretiree's satisfaction - V!
. t - - - S
‘s w1th 11fe Aand the’ 1mpact of relat1ve versus absolute changes in.income OR

N ret1rement "*The most striking ﬁnnd1ng 1s the support of the "abso1ute 1ncome

: > h¥pothes1s“ and the fack of évidence for thet"re]at1ve 1ncome hypothes1s

- Postret1rement 1ncome 1s a strong poS1t1veJ1nf1uence on 11fe sat1sfacf1on

L} . «
o -




A ' T
R y . . as iS N > "
while postretirement income reTative % to preretirement income is an -

-
.«

~E _
insignificant predictor of a retiree s life satisfaction. Thus, ity becomes

almost'irrelevant to discuss replacement ratios when looking at the retirement s

experience since it is the absolute level of income a retiree receives. that

> -
L

‘determines his satisfaction with ‘life.,6 .
¢ »

- Other hypothesized relationships between work and postretirement Tife
satisfaction generally hold for whites but not for -blacks. This may indicate

that b1acks are immune from the psychological carry over of labgy force

- experiences 1nto retirement. For whites, importance of job A4S a negdtive .‘

predictor of retirement 1ife Ratisfaction indicating that the 1 sS. of a"Job at //

retirement is critica1 to happiness *for ‘someone - to Whom work i importantr

-

Job satisfaction on the gther hand appears to be a better predictor +of a ‘ .
“person satisfied w1th.11fe in genera1 than a person who places a great dea1 of .~
ngsources in his job. Being involuntarily rétireed from th or force

-deters 1ife satisfaction -only if one retires for health reaébns. These men

‘ may have wanted to continue working but cannot because of deterioratlng oo -
health., Being forced from ‘the labor market because of compuTsory p1ans or '
market conditions does ndt prohibit a man _from working even though he is ’ R
"retired". As expected health problems in retirement create dissatisfaction _
witn Jife probably because health impairments 1imit the amount and kind of
activities a retiree can pursue. Retired workers who are marr ied are ) 4

significantly happier with ‘their 1ﬁfe\than those who are not,’ probably because .

M

t of their freedom from the sense of isolation brought about by living alone.
Q-

Occupationai status while in the labor market is not significantly related ta

postretiremeht life satisfasgion. ’ o
. » ‘i
& »
¢
. t
. v . :
A’ L] or N
\ s ; '
- i K 15 f‘ s
A .\1 ‘ -




' pension negotiations while black men rely on in

~

{

'i at the absolute dével of his postretirement in

" renoves himseif from the labor m

SUMMARY°AND CONCLUSIONS

'iitt]e history

£

"ap

Thgg paper has demonstrated that aiﬁgtiree S financia1 and psycho]ogicai

well -bei{ing %

activities uhiie in the labor force. Both black

retirement are determinéd to a considerable extent, by his—

;nd“white workers with

succeszu] 1abor market experiences—-iong ténure Wi

-

better financiai Situation “in retinement This improved financial situation

is transmitted into greater 1ife satisfaction.
Even thougp po§tretirqment psychoiogicai and. economic weii being is -

1fnked “to labor “market actiVities, the effects differ for biacks and whités.

Y ox

of. uhempioyment and n0'hea1th probiems—-are tikely toshave a .

< YWnhite 'men appear to be pscyhoiogicaliy affecte

~ »

. . s
black*man's postretirement psycho]ogicai ties to *the Tabor mar

pureiy financia1
. .
dustry characte

unions direct influence is insignificant

-—

d by the loss of a job while a

o

Ket appear to be

Financiaiiy white retirees “appear - to gain from union

ristics—-the

.
. N

OneHOf the mest interesting indirect effects of the linkage between one's

1abor market experngnces and one 's retirement experience is the 1ack of

support for the “re]ative income hypothesis. That is, life satisfaction is

not re1ated to the comparison of retirement income to preretirement Jincome but

isvreiated soieiy to the abso]ute level of income after retirement This'

indicates,éhat the common]y used "rep1acement ratios" are not the most

g -

“s

propriate- variables to be studied when 1ooking at a retiree S income if we

b

instead we shouid be iooking

are_ concerned with hos psychologital weli-beini

ome. *

"‘vIn summary, .this study has found that a retiree%s 1ife in retirement is

eEViiy Tinked* tosh~§/ear11er 1abor force experiencesc Because he phySicaiiy

arket does not mean that ‘his actions while he

LY

' o .~

16

th an employer, high wages,

I"\
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was.there are no Tonger a’fé1evant;part'of his 1jfe. In-fact they p]ay a

7
I

raii.her Jarge role in determinihg his economic and psychological well-being.
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Table 1 -Analysis/of the Dependent Vériables ¢
N . . et o K ~ \_/
) ) DA . 3
- - , \' + R . . './v . L]
‘ o , Black ' " White - Total'
. eoos Ty . .
_ Mean Pension Income g ‘v 19% 2650 , \2592
" Mean Social Security Income 2086 3439, 7 3403,
Percent of Total Income: PN
Penson TN 25.9 25.8
' > .. 0
Social Security <, ... _6l,2 x 509,  51.8
Pension and Social Security 85.9 76.8 85.9
) Percent Receiving: o N . ' " s
. * '50.8 61-.2 60.4

Pension Income
!

.,
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Note: The omitted catégory for the industry dummy variables i
employment "in the gonstractior industry. About 9.5 percent of
sample was employed in that industry for their Tongest job. .0

1

wage and salary workers are in this sample. -

’ . R L ¥
Table 2 Ordinary Least Squares Results for Income Equations -
"Independent —. : _
* .variables ' Black .. White | Total: | /
Tenure ’ .. .008 013 - 017 '
; ‘ ) (2.06)1 (4.28())4 (5.88())4\ -
- Wage . . .00 _ 0 .
. © LT (6.61) (4.98) (6.20)"
* Educ . o ) .019 .034 .033
3 ¥ C(1.90% (4.34) . (5.19)
© -Agric —_ . .400 -.093 -.061
' . - .(2.01) (.gs) . (.52)-
Mining *+ ° - . .549 -.227 -.176 .
: e . (2.05) - (1.48) {1.37)
Mfgd .409 . -.013 010
' (2.99) ~(.15) " (.14)
Transp ¢ .260 +.006 ’ .003
. (r.60) * . (,05) - - (.03)
Trade ‘ . . .428 .098 .123
. (2.16) - (.83) (1.25) .
Fire -.012 214 .233
(.02) %1.33) (1.70)
PA N .650 . .803 . AR5
) _ (3.76) (3.53) . (4.49)
Mfgn 157 .100 - . -.078 .
. (1.96) ,+(1.01) (:94) . -
Service : . .326 .057 077«
. C(1.75) o (.48) 0 (W73)
Hth -.237 . -.003 -.030
_ oo — - (2.88) . (.05) (.65)
" Comp © : .064 .065 . 061 .
* : (.67) (1.03) (1.18)
Joblos -.428 -~ =291 -.298
: (2.46) (2.47) (3.07) |
~ Length ' - -.019 -.262 t-.025
o R ’ (1.38) & (2.68) (3.09)2
Msp T oC o oL . -205 282 21
. ’ F 0 (2.57) - (3.75) , (Q-GO)
Black . - . - ~.050
- - - (.72)
Constant -~ 7.12 1.65 S0 7.63 .
RZ (adj) oy .353 ®254 273
F : o991  _13.28 19.66
N ‘ : ’ * 296 = 649 . 94 7
t-statistics in parenthesis . .
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r)w .
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Tablé 3 ‘Probit Estimates For Life Satisfaction oo W

f- .

Independent Y . — Maximum Likelihood Estimates
_variables - ) Black White - Tota] Black White Total »
_ Hth -.227 -.506 -.473 . -.099 -.474 -.439
. . (1.27) " (4.07) (4.60) (.54) (3.77) (4.21)
Comp _ -.229 -.086 ~.110 -. 140 -.076 -.098
’ (1.08) - (.60) (.93) (.65) (.52) (.82)
Joblos [ -.188 .035 -.041 -.311 -.128 -.151
(.24) _(.07) (.10) . (.83) («50) (.71)
Jsat ' .164 - .470 .432 124 ¢ .478 ° - 1438
¢ (1.07) (4.58) (5.Q7) (.80) (4.67) *(5.46)
, Jimp L -.084 -, 244 -.221 -.027 -:251 -.227
(.52) (2.14) (2.33) (.16) *(2.20) (2.41)
Rethth e -.432 . -.372 -.388 -.410 1361 -.379
. o (2.31) . (3.23)  ° (4.05). (2.21) (4.57) - (3.95)
Duncan - ©.004 . ~.002 -:002 .001 - -.003 -.002
. A " (.69) (.70) = " .(.63) (.23) (1.19) . (1.24)
" Msp , © 122 . .746 .655 . .039 730 - .636
(.73) (5.08) ° (5.56) - (.23) (4.93) . (5.35) ¥
Black i -- -- -.075 - -- -- -.056 °
SRRE ¢.50) - . o (.37)
Length . -.028 -.006 -.003 . -.430 .007 .004
: ' (.94) . . (.29) (.18) . (.99) (.30) (.24)
. Income — O -- .0006- - .00001 .00001
. ., (2.67) (1.65) {2.03) -
Tncre) ~ 7 -.004 4026 =025 . : 4
: (.15) {.33) (.37) - -- . --
" Constant - PR 1139 -.048 . -.035 L I U
N : © 303 . 707 1010 ///303 \ 707 1010
Asymptotic t-statistics in parentheses. , ( . '
P ,
. . .
, 4,
- " A o A
i rr # ks ) - ‘, ‘1‘-%




