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: What are your research interests relative to the policy priorities of the SSA?

The focus of much of my research is on the well-being of elderly workers. The timing of their retirement
is one of the most important decisions affecting the well being of older workers. Around the time

that I was starting my dissertation research, there were two things that people were talking a lot
about. The first was the booming stock market of the 1990s. Many workers saw huge growth in their
IRAs and other retirement investments. At the same time, policy makers were growing increasingly
concerned about the early age of retirement most workers were taking in part because of the
imminent retirement of the large baby boom generation. I was interested in trying to understand more
about why some people were retiring earlier and some later and thought about investigating the role
of wealth in the decision to retire. In particular, I wondered whether the large gains in wealth many
workers realized because of the run up in the stock market might be associated with the decision to
retire. Along similar lines, Martin Farnham and I have begun examining the potential link between
housing wealth and retirement.

So there is interest for a variety of reasons in having older people continue to work, and it is important
for policymakers to understand more about the factors that influence the decision to work, especially
how financial circumstances may affect retirement behavior and the work decisions of older people.
Indeed, we are beginning to see more retired people in their 60s and 70s going back to work at least
part-time. The literature in this area has suggested a number of reasons for this. It is possible that
some choose to work to remain socially connected and pursue work almost as a leisure activity. Others
may work because they have to for financial reasons. My research indicates that, all else equal, people
who have more wealth in retirement are less likely to work.

Q: What about taxation?

One possible solution to the solvency problems facing the Social Security System is increasing the
labor supply of older workers. Understanding how policy levers can affect the labor supply of the
elderly therefore has become increasingly important. Retired workers, in many cases, end up getting
taxed at a higher rate than they did in their working lives because they have a greater amount of
unearned income. Say, for example, I have $65,000 a year in Social Security and pension income, and
I'm thinking about whether I should work. Imagine my wage is $20 per hour. Given that I already have
$65,000 in annual income, the tax rate on that wage is going to be fairly high and quite likely a higher
rate than what I would have paid when I was 50 and not drawing Social Security and pension income.
So there are a lot of reasons why you might not work when you are 70 as opposed to sixty: it’s not the
norm to be working, you have Social Security and potentially pension income so you don’t need to
work as much. But also, the pay-off to working is lower financially. Our MRRC study (Taxes, Wages,
and the Labor Supply of Older Workers, WP 2006-139) found that the tax structure does matter both
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for the decision to work and the number of hours worked. A higher marginal tax rate on earnings

is associated with a lower probability of working and fewer hours of work. Our results suggest that
government policies could play a role in increasing the labor supply of older workers by changing the
returns to work through the tax code.

Talk about your interest in the role of gender in retirement well-being?

In an earlier MRRC project, David Weir and Bob Willis and I examined the well-being of elderly
widows. Social Security has made a large difference for the financial well-being of the elderly. Poverty
rates for the elderly are low compared to the average, but there are significant differences along gender
and marital status lines with an interaction between the two. In particular, widowed women have very
high poverty rates. More recently, Lucie Schmidt and I used data from the PSID and compared wealth
among married families, male single households, and female single households (Gender, Marriage, and
Asset Accumulation in the United States, WP 2006-109). Although there is a large literature on gender
differences in poverty rates, there is little on wealth differences.

We find evidence of large differences in wealth between single-female-headed households and married
couples. Some of this wealth gap is due to differences in education and earnings. This is not surprising
given the well documented gender wage gap. However, even after controlling for earning, along with
position in the life cycle and education, a wealth gap persists. We also suspected that there might be
cohort differences, as women have increasingly entered the labor force. So we looked at a younger
sample of households. We find that even among younger households, single females have lower wealth
than single males. However, when we control for earnings, we don't see the wealth gap. One possibility
is that these gaps are disappearing for younger households. It is also possible that these gaps do not
emerge until later in life.

What are you studying right now?

There’s a literature on whether people view their housing wealth as real wealth, as money at their
disposal. There’s a related literature on how spending might change as housing wealth changes. My
current MRRC project with Martin Farnham examines the potential relationship between housing
wealth and the decision to retire. We speculate that if people perceive that they have a lot of housing
wealth, more than they might have expected to have, they might decide to retire sooner than they
had otherwise planned. We use data from the HRS that is GEO coded. The GEO codes allow us

to link respondent data to information on local market conditions, including housing values and
unemployment. We find that people whose housing increased in value over the ten year period from
1992 to 2002 are likely to retire earlier than those whose house value had lower appreciation. Our
results also suggest an asymmetric response. This means that when their housing wealth goes up
significantly, people are likely to retire sooner. However, losses in housing value have no impact on
retirement timing,.
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