
the health & RetiRement Study 

GRowinG oldeR

national inStitute on aGinG                         national inStituteS of health  

u.S. depaRtment of health and human SeRviceS

national inStitute on aGinG
NatioNal iNstitutes of HealtH

NiH  P ub l i c at i o N  N o .  07- 5757 
M a R c H  2 0 07

u.S. depaRtment of health and 
human SeRviceS

in ameRica

t
h

e
 h

e
a

lt
h

 &
 R

e
t
iR

e
m

e
n

t
 S

t
u

d
y: G

R
o

w
in

G
 o

l
d

e
R

 in
 a

m
e

R
ic

a



design: levine & associates, inc.

project management: Susan R. farrer, JBS international, inc.

please send comments, suggestions, or ideas to:

freddi Karp, editor
office of communications and public liaison
national institute on aging
Building 31, Room 5c27
Bethesda, md  20892
301-496-1752
karpf@nia.nih.gov



NatioNal iNstitute oN agiNg                         NatioNal iNstitutes of HealtH  

u.s. DepartmeNt of HealtH aND HumaN services

tHe HealtH & retiremeNt stuDy 

growiNg olDer
iN america



p
r

e
fa

c
e

�

preface 4

list of figures aND tables 7

iNtroDuctioN 9

Objectives and Design of the HRS 10

How Can the HRS Data Be Used? 1�

Unique Features of the HRS 13

Study Innovations 14

Protecting HRS Participant  
Confidentiality 15

Linkages to Other Datasets 16

Background and Development of the HRS 16

The HRS: A Model for Other Countries 18

table of coNteNts 
 

 

 
cHapter 1:
HealtH

Chapter Highlights �0

Health Status and Specific Conditions �1

Health Behaviors and Outcomes �3

A Community-Dwelling Sample �4

Cognitive Function �5

Depressive Symptoms and Depression �6

The Aging, Demographics, and  
Memory Study �6

Health Care Coverage �8

Health Care Use �9

Use of Alternative Medicines and  
Supplements 31

Aging and Medical Expenditures 31

Effects of Unexpected Health Events 3�

Disability and Physical Functioning 33

Health and Work 35

How Long Do People Think They’ll Live? 36

Health Status of U.S. versus English  
Older Adults 38

 
cHapter �:
worK & retiremeNt

Chapter Highlights 40

Labor Force Participation 41

The Changing Nature of Work 43

Occupations After Age 70 45

Hours and Pay 45

Job Flexibility 46

Reasons People Retire 47

Health versus Financial Factors 48

The Role of Medicare and Private 
Health Insurance 48

Diseases and Retirement 48

Trends in Retirement Timing 49

Early Retirement Incentives 50

Gradual Retirement 51

Pension Plan Trends and Retirement 51

Knowledge About Pension Plans 5�

The Impact of Stock Market Changes  
on Retirement 5�

Retirement and Consumption 53

Enjoyment of Retirement 53

Helping Others 54



p
r

e
fa

c
e

3

 
cHapter 3:
iNcome & wealtH

Chapter Highlights 56

Amount and Sources of Income 57

Pre-Retirement Saving Behavior 57

Health and Income 61

Unexpected Health Events and Income 61

Social Security Benefit Acceptance 6�

Conversion of Investments to Annuities 6�

Wealth and Its Distribution 63

Refining the Measurement of Wealth 66

Marriage and Wealth 67

Pension Wealth 68

Aging and Housing Equity 68

Wealth and Health 69

Unexpected Health Events and Wealth 70

Probabilistic Thinking and 
Financial Behavior 7�

cHapter 4: 
family cHaracteristics &  
iNtergeNeratioNal traNsfers

Chapter Highlights 74

Living Situations 75

Living Arrangements and Health 75

Family Status and Psychological 
Well-Being 76

Marital Status and Physical Well-Being 76

Marital Status and Wealth 77

Multiple Family Roles and Well-Being 77

Amount of Bequests 78

Patterns of Intergenerational Transfers 79

Reciprocity and Intergenerational 
Transfers 8�

Participants’ Transfers to Parents 8�

Trade-Offs Between Employment  
and Care 8�

Caregiving Costs, Insurance 83

Grandparents’ Care of Grandchildren 84

tHe future 85

refereNces 88

appeNDix a  
Hrs experimeNtal moDules  94

appeNDix b  
Hrs co-iNvestigators,  
steeriNg committee, aND  
Data moNitoriNg committee 100



This publication is about one major resource—the Health and 
Retirement Study (HRS)—designed to inform the national  
retirement discussion as the population so dramatically ages. 
Since its launch in 1992, the HRS has painted a detailed portrait 
of America’s older adults, helping us learn about this growing 
population’s physical and mental health, insurance coverage, 
financial situations, family support systems, work status, and 
retirement planning. Through its unique and in-depth interviews 
with a nationally representative sample of adults over the age  
of 50, the HRS provides an invaluable, growing body of multidis-
ciplinary data to help address the challenges and opportunities  
of aging. 

The inspiration for the HRS emerged in the mid-1980s, when 
scientists at the National Institute on Aging (NIA) and elsewhere 
recognized the need for a new national survey of America’s  
expanding older population. By that time, it had become clear 
that the mainstay of retirement research, the Retirement History  
Study, or RHS (conducted from 1969 to 1979), was no longer 
adequately addressing contemporary retirement issues. For 
example, the RHS sample underrepresented women, Blacks, 
and Hispanics who, by the mid-1980s, accounted for a larger 
portion of the labor force than in the past. The RHS also did 
not ask about health or physical or mental function, all of which 
can impact the decision and ability to retire. Moreover, research 
on the retirement process was fragmented, with economists, 
sociologists, psychologists, epidemiologists, demographers, and 
biomedical researchers proposing and conducting studies within 
their own “silos,” often without regard to the relevant research 
activities of other disciplines.

Determining that a new approach was needed, an Ad Hoc  
Advisory Panel convened by the NIA, a component of the 

preface
there is no question that the aging of 
america will have a profound impact on 
individuals, families, and u.s. society.  
at no time has the need to examine and 
understand the antecedents and course  
of retirement been greater than now, as the 
baby boom begins to turn age 65 in �011.
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National Institutes of Health, recommended in early 1988 the 
initiation of a new, long-term study to examine the ways in which 
older adults’ changing health interacts with social, economic, 
and psychological factors and retirement decisions. Government 
experts and academic researchers from diverse disciplines set 
about to collaboratively create and design the study. Ultimately, 
relevant executive agencies and then Congress recognized the 
value of this major social science investment, and the HRS was 
established. Today, the study is managed through a cooperative 
agreement between the NIA, which provides primary funding, and 
the Institute for Social Research at the University of Michigan, 
which administers and conducts the survey.

Many individuals and institutions have contributed to the  
scrupulous planning, design, development, and ongoing adminis-
tration of the study since its inception. We are especially grateful 
for the study’s leadership at the University of Michigan’s Insti-
tute for Social Research in Ann Arbor, specifically HRS Director 
Emeritus and Co-Principal Investigator f. thomas Juster, who led 
the effort to initiate the HRS and held the reins until 1995, and to 
robert J. willis and David r. weir, the study co-directors. We also 
acknowledge the vital contributions of the HRS co-investigators, 
a multidisciplinary group of leading academic researchers at the 
University of Michigan and other institutions nationwide. 

We thank the HRS Steering Committee and working groups, 
which have provided critical advice about the study’s design  
and monitored its progress, and the NIA-HRS Data Monitoring 
Committee, an advisory group comprised of independent mem-
bers of the academic research community and representatives  
of agencies interested in the study. In particular, we extend our  
appreciation to the late george myers and to David wise, the past 
chairs of the monitoring committee, and to James smith, the  

current chair, who also served as chair of the Ad Hoc Advisory 
Panel. An extraordinary number of researchers and others have 
been involved in the review, conduct, and guidance of the HRS, 
but special thanks are due to the co-investigators and members 
of the Data Monitoring Committee (see Appendix B).

In addition, we thank the Social Security Administration, which 
has provided technical advice and substantial support for the 
study. Over the HRS’s history, other important contributors have 
included the U.S. Department of Labor’s Pension and Welfare 
Benefits Administration, the U.S. Department of Health and  
Human Services Office of the Assistant Secretary for Planning 
and Evaluation, and the State of Florida. 

Many people have contributed to the development of this  
publication. In particular, we thank Kevin Kinsella of the  
International Programs Center, Population Division, U.S. Census 
Bureau, for his analytic expertise and information-gathering skills.  
A special note of appreciation is due to carol D. ryff, Institute on 
Aging, University of Wisconsin; and richard woodbury, National 
Bureau of Economic Research, for providing text and analysis of 
some of the secondary sources used in this report. 

We also thank michael D. Hurd, RAND Labor and Population; 
linda J. waite, Center on Aging, National Opinion Research Center, 
University of Chicago; and James p. smith, RAND Labor and 
Population, who contributed data and references. mohammed u. 
Kabeto and Jody schimmel, research associates at the University 
of Michigan, were responsible for providing the data tabulations 
that form the basis of many of the report figures.

For their careful review of and suggestions regarding various 
chapters, we are grateful to linda p. fried, Center on Aging  
and Health, Johns Hopkins Bloomberg School of Public Health;  
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richard J. Hodes, m.D. 
Director 
National Institute on Aging 
National Institutes of Health

alan l. gustman, Department of Economics, Dartmouth College; 
John Haaga, NIA Behavioral and Social Research Program;  
John c. Henretta, Department of Sociology, University of Florida; 
f. thomas Juster, Survey Research Center, University of Michigan 
and Director Emeritus of the HRS; David laibson, Department of 
Economics, Harvard University; Kenneth m. langa, Department 
of Internal Medicine, University of Michigan; rose m. li, Rose  
Li & Associates, Inc.; olivia s. mitchell, The Wharton School, 
University of Pennsylvania; beth J. soldo, Population Studies 
Center, University of Pennsylvania; robert b. wallace, Department  
of Epidemiology, University of Iowa; and David r. weir and  
robert J. willis of the Institute for Social Research, University  
of Michigan. 

We also thank susan r. farrer, JBS International, Inc., for her 
overall editing of this report. vicky cahan, director of the NIA  
Office of Communications and Public Liaison, also contributed 
her editing skills, and she and freddi Karp, NIA’s publications 
director, were instrumental in the publication process. cathy  
liebowitz, HRS project associate at the University of Michigan, 
and rose m. li, Rose Li & Associates, Inc., rendered  
invaluable contracting and information management services.  
Jennie Jariel, Kerry mccutcheon, and John vance, Levine &  
Associates, Inc., developed the graphics and layout.

Most importantly, we thank the HRS’s most valuable asset—the 
thousands of HRS participants who, for more than a decade, 
have graciously given their time and have sustained their interest 
in this study. We salute their contributions, which are, indeed, 
without measure. 

richard suzman, ph.D. 
Director, Behavioral and  
Social Research Program,  
and HRS Program Officer  
National Institute on Aging 
National Institutes of Health
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What all of the people involved in the HRS have created is one 
of the largest and most ambitious national surveys ever under-
taken. The study’s combination of data on health, retirement, 
disability, wealth, and family circumstances offers unprecedented 
opportunities to analyze and gain insight into our aging selves. 
This publication is designed to introduce these opportunities to 
a wider audience of researchers, policymakers, and the public 
to help maximize the use of this incredible research resource. 
We invite you to explore in these pages just a sample of what the 
HRS has already told us and to examine its potential to teach us 
even more. 
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During each 2-year cycle of interviews, the HRS 
team surveys more than 20,000 people who 
represent the Nation’s diversity of economic 
conditions, racial and ethnic backgrounds, health, 
marital histories and family compositions,  
occupations and employment histories, living 
arrangements, and other aspects of life. Since 
1992, more than 27,000 people have given 
200,000 hours of interviews. 

The HRS is managed jointly through a coopera-
tive agreement between the National Institute on 
Aging (NIA) and the Institute for Social Research 
(ISR) at the University of Michigan. The study  
is designed, administered, and conducted by the 
ISR, and decisions about the study content are 
made by the investigators. The principal investiga-
tors at the University of Michigan are joined  
by a cadre of co-investigators and working group 
members who are leading academic researchers 
from across the United States in a variety of  
disciplines, including economics, medicine,  
demography, psychology, public health, and survey 
methodology. In addition, the NIA is advised by a 
Data Monitoring Committee charged with maintain-
ing HRS quality, keeping the survey relevant and 
attuned to the technical needs of researchers who 
use the data, and ensuring that it addresses the 
information needs of policymakers and the public. 

Since the study began, 7,000 people have  
registered to use the data, and nearly 1,000  
researchers have employed the data to publish 
more than 1,000 reports, including more than 
600 peer-reviewed journal articles and book 
chapters, and 70 doctoral dissertations. Figure A-1 
shows that the number of studies using HRS data 
has grown rapidly as the scientific community  
becomes more aware of the richness and availability 
of the HRS data. 

In the coming years, the NIA seeks to expand 
even further the use of the HRS database,  
viewed by the Institute and experts worldwide  
as a valuable national research resource in aging. 
This publication seeks to engage new audiences 
of scientists, policymakers, media, and other 
communities with an interest in aging to use  
this treasure trove of data, by showcasing how 
the HRS can help examine the complex interplay 
of health, economic, and social factors affecting 
the lives of older people and their families. 

The chapters are organized into several broad 
themes. This introduction presents an overview  
of the HRS objectives, design, content, and  
uses. Subsequent chapters present content  
on health, work and retirement, income  
and wealth, and family characteristics and  

every � years, thousands of older americans tell their stories. Quietly, compellingly, they answer questions about every aspect of their lives—how  
they are feeling, how they are faring financially, how they are interacting with family and others. they do this as participants in the u.s. Health and  
retirement study (Hrs), one of the most innovative studies ever conducted to better understand the nature of health and well-being in later life.  
the Hrs’s purpose is to learn if individuals and families are preparing for the economic and health requirements of advancing age and the types of 
actions and interventions—at both the individual and societal levels—that can promote or threaten health and wealth in retirement. Now in its second 
decade, the Hrs is the leading resource for data on the combined health and economic circumstances of americans over age 50. 

intergenerational transfers. Data highlights are  
presented throughout.

obJectives aND DesigN of tHe Hrs
The HRS collects data to help:

 Explain the antecedents and consequences of 
retirement

 Examine the relationships among health,  
income, and wealth over time

 Examine life cycle patterns of wealth accumula-
tion and consumption

 Monitor work disability

 Examine how the mix and distribution of eco-
nomic, family, and program resources affect key 
outcomes, including retirement, “dissaving,” 
health declines, and institutionalization

Designed over 18 months by a team of leading 
economists, demographers, psychologists,  
health researchers, survey methodologists, and 
policymakers, the study set out to provide each 
of these sciences with ongoing data collected in 
a methodologically sound and sophisticated way. 
Figure A-2 indicates the share of time during the 
hour-plus HRS interview that is devoted to three 

iNtroDuctioN
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FIG. A-1
GROWTH IN NUMBER OF HRS PUBLICATIONS

broad areas of inquiry—economics, health, 
and family. Within these categories, the HRS 
specifically focuses on:

Economic Circumstances
The HRS collects detailed information about older 
Americans’ economic circumstances—sources 
and amounts of income; the composition and 
amounts of assets; and entitlements to current and 
future benefits such as those provided through 
Social Security, Medicare, Medicaid, employer 
pension plans, and employer-sponsored health 
insurance. Data describing the movement of 
assets, including gifts and bequests, time (e.g., 
to provide daily living assistance), and housing 
within families, are also collected, as are data 
about earnings, savings, and spending of individu-
als and families as they approach retirement and 
over the course of their retirement until death.

FIG. A-2
THE ALLOCATION OF HRS INTERVIEW 
TIME BY BROAD TOPIC



iN
t

r
o

D
u

c
t

io
N

1�

occupations and employment
Occupation and employment information col-
lected by the HRS covers job characteristics, job 
mobility, work hours, attitudes toward retirement, 
employer-provided benefits (including health 
insurance, pensions, 401(k) plans, and other 
employer-sponsored saving programs), retirement 
benefits, and early retirement incentive offers.

Health and Health care
The HRS collects information about chronic  
illness, functional ability, depression, and self- 
assessed health status, and examines health- 
related behaviors such as smoking, alcohol  
use, and exercise. Health care utilization data 
gathered through the study describe physician  
visits, hospitalizations, nursing home stays,  
surgeries, dental care, prescription drug use,  
use of assistive devices (e.g., eyeglasses and 
walkers), and receipt of caregiving services, as 
well as health and long-term care insurance  
coverage, out-of-pocket medical costs, and  
receipt of assistance with medical expenses. 

In the 2006 data collection, the HRS expanded  
to include biological information about the  
participants in an updated effort to match  
biological factors with health and social data. 
This new effort records participants’ height and 
weight, measurements of lung function, blood 
pressure, grip strength, and walking speed. It  
also collects small samples of blood to measure 
cholesterol and glycosylated hemoglobin (an  
indicator of blood sugar control) levels, and DNA 
from salivary samples for future genetic analyses.

cognition
The HRS is unique among large surveys in its 
use of direct measures of cognition, drawn from 
established clinical instruments. These measures 
provide invaluable data on cognitive change with 
aging and the impact of dementia on families. 

They have also found new application in studies of 
economic behavior and survey response patterns.

living and Housing arrangements
The survey explores the relationships between 
people’s living arrangements and the availability 
or use of long-term care services such as nursing 
home residence, services offered to residents 
living in other housing arrangements, and special 
housing features for people who are physically 
impaired. It also gathers data about the type of 
housing structure in which HRS participants live, 
housing ownership or financial arrangements,  
entry fees or association payments, and the  
sharing of housing with children or others.

Demographics and family relationships
The HRS gathers standard demographic facts 
such as age, racial/ethnic background, education, 
marital status and history, and family composi-
tion. Among married participants, detailed health 
and economic information is collected from both 
spouses. General demographic information about 
HRS participants’ parents, children, and siblings 
is also gathered. In addition, survey interviews 
document the relationships among family mem-
bers and the nature of intergenerational family 
supports, including financial transfers, caregiving, 
joint housing arrangements, and time spent with 
family members.

How caN tHe Hrs Data be useD?
The research team that designed the HRS  
made a number of difficult decisions about how 
many people to include in the survey, whether to  
survey the same people over time or to survey  
new participants, how often to conduct interviews,  
and what questions to include in the interviews. 
The outcome of these decisions is a “steady 
state” model that:

 Is nationally representative of the population 
over age 50

 Follows individuals and their spouses from the 
time of their entry into the survey until death 

 Introduces a new 6-year cohort of participants 
every 6 years (as detailed elsewhere in this 
chapter)

This design allows researchers to use the data in 
a number of important ways: 

analyzing individual aging
Regular re-interviews with HRS participants are 
an essential feature of the survey design. Analysts 
can follow individuals’ evolving circumstances and 
answer general questions about what happens  
in families as their members age. For example, 
analyses of the data can reveal the extent to 
which people spend down their assets as they 
age, find out whether people hold steady employ-
ment or move into and out of the labor force, and 
assess the dynamics of health deterioration and 
improvement with age. Further important questions 
to be explored ask: What are the circumstances 
leading up to major life transitions such as retire-
ment or health events? How do people respond to 
those transitions? What are the consequences of 
those transitions? 

analyzing trends 
The HRS is a rich resource for exploring national 
trends in health and economic status over time. 
It allows for examination of cohort differences, 
for example, by comparing the characteristics and 
behavior of 61-year-olds in 1992 with the char-
acteristics and behavior of 61-year-olds in 2002. 
The data can show whether people have more or 
fewer financial assets now than in previous years, 
are more or less likely to work, and are more or 
less likely to be caring for an aging parent or 
providing childcare for a grandchild. Analysts 



   the Hrs offers the scientific community open access to in-depth, 
longitudinal data about adults over age 50, enabling researchers 
to explore critical aging-related concerns. Since the study began in 
1992, 7,000 qualified scientists have registered to use the data, and 
nearly 1,000 researchers have tapped the data to produce more than 
1,000 papers and dissertations, including over 600 peer-reviewed 
journal articles and book chapters (Figure A-1).

   the study’s broad national representation allows it to look at the older 
population in general, as well as the great diversity and variability of 
aging. Thus, while for most people retirement is a relatively smooth 
transition for which they have planned and prepared, there are impor-
tant exceptions. One study using HRS data showed that households 
that are otherwise similar in many respects, including total lifetime 
income, nevertheless reach retirement with very different levels of 
wealth, implying very different patterns of saving and consumption 
(Venti and Wise 1998).

   the Hrs helps researchers to investigate both current issues and 
changes over time. For example, HRS data from before 2006 have 
shown that people age 65 and older were less likely than younger 
adults to have prescription drug insurance coverage. Research using 
the data has further shown that, regardless of age, people without 
prescription drug coverage are less likely than those with it to fill all  
of their prescriptions, posing an increased risk for adverse health  
outcomes (Heisler et al. 2004). The HRS also is actively following  
the impact of the new Medicare Part D prescription drug benefit on 
medication use and ultimately on the older population’s health.

   the Hrs permits researchers to probe the impacts of unexpected 
health events, such as a cancer diagnosis, heart attack, stroke, or the 
onset of chronic disease on other aspects of individuals’ lives. For 
example, analyses using the HRS data have shown that household 
income and wealth decline considerably after a “health shock” and that 
the income losses persist for at least a decade (Smith 2003). Further, 
much of the loss of household wealth comes from loss of earnings 
rather than high average out-of-pocket medical expenses, suggesting 
that some people are under-insured for disability. The HRS also is one 
of the first national health surveys to measure cognitive health and 
cognitive-impairment risk factors at the population level. 

   the Hrs, along with other studies worldwide that were based on the 
its design, allows for comparisons of trends in aging and retirement 
worldwide. Cross-national exchange of information in developing the 
other studies has brought new ideas and approaches, both for the other 
studies and the HRS. For example, the 2006 HRS survey wave gath-
ered biomarker data, a key feature of the English Longitudinal Study 
of Ageing (ELSA). HRS and ELSA data also were used to compare 
the health of the U.S. and English White populations, finding that the 
English population was significantly healthier even after controlling 
for weight, exercise, smoking, and alcohol consumption (Banks et al. 
2006). For more about these studies, see the box on page 18.

uNiQue features of tHe Hrs

among the Hrs’s important contributions to the study of aging and to social science research: 
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can also track trends in age-adjusted health and 
function, and they can investigate whether or not 
smoking, alcohol use, and fitness behaviors are 
changing. Use of the survey to study trends over 
time depends less on following individuals as they 
age and more on comparisons of similarly situated 
individuals at different points in time. 

understanding group Differences
By representing the U.S. population as a whole, 
the HRS provides researchers a way to exam-
ine and compare circumstances across income, 
racial/ethnic, gender, and other subgroups. For 
example, the financial resources of people with 
the least income and those at the median and in 
the highest income bracket can be compared. The 
data can be used to contrast outcomes for people 
who have suffered heart attacks with those of 
people who develop diabetes, dementia, arthritis, 
or cancer. They also permit targeted analyses of 
the characteristics of people whose health status 
or poverty may make them particularly vulnerable, 
including the study of how well government safety 
nets protect vulnerable individuals. The data 
further can look at differences among married 
and unmarried people; those with and without 
children; and those who retire young, who retire 
at typical ages, and who continue working past 
standard retirement ages. 

exploring causality
The HRS survey design supports analyses of  
what causes things to happen. Collection of 
such a wide range of information about families 
over time enables analyses of how older adults’ 
circumstances change and how one dimension 
of their lives relates to other dimensions. For 
instance, it is interesting that many Americans 
choose to retire at relatively young ages, but criti-
cal questions for policymakers are why people 
retire young and whether they can support them-
selves over the course of long retirement spans.

As HRS data accumulate over time, scientists 
hope to understand better a broad array of 
causal issues. For example, the HRS data might 
be used to determine specifically why some 
older Americans fall into poverty, the propensity 
for certain smokers to quit while others continue 
smoking, factors that lead some people to  
leave large bequests and others none, the  
effect of employer-provided health insurance or  
“Medigap” insurance on retirement decisions 
or the use of medical services, and why people 
with similar functional ability choose differ-
ent living arrangements and different forms of 
care. The data can also be used to explore the 
reasons why some people save far more than 
others, even if they have equivalent salaries and 
life circumstances. Additionally, HRS analyses 
can identify obstacles that delay retirement in 
order to pay for the extra years of life, given the 
rise in life expectancy and improved health. 

simulating policy outcomes
Armed with some knowledge of causality, 
researchers can use the HRS data to simulate 
what might happen under different policy  
scenarios and the likely implications of aging- 
related policy reforms. For example, they can 
ask: What will happen to decisions about work  
at older ages as the earnings test on Social  
Security benefits is eliminated? What would  
happen to retirement decisions if the age of  
eligibility for early Social Security benefits were 
increased from 62 to 65? To what extent would 
the economic circumstances of widows be  
affected if Social Security survivorship benefits 
were increased? What is the impact of the  
new Medicare Part D prescription drug benefit?  
What would happen to saving rates if the  
contribution limits on individual retirement  
accounts were raised? 

stuDy iNNovatioNs
The HRS is unique because of several survey  
innovations. These include: 

measurement of income and assets 
Surveys asking about income and assets histori-
cally have been troubled by participants’ refusal 
to answer financial questions or inability to answer 
them knowledgeably. Further, many surveys also 
have not accounted for major components of  
assets or income and/or have used measures that 
do not truly reflect assets and income. The HRS 
has made major advances in both of these areas. 
The study developed a technique known as  
“random-entry bracketing,” which reduces the 
number of nonresponses by eliciting ranges of  
values from respondents who would otherwise 
give no information at all. To improve the mea-
surement of income from assets, the survey 
brought together questions about the ownership 
of certain assets (e.g., stocks and bonds) and  
the income obtained from those assets. In addi-
tion, traditional measures of income and wealth 
have been integrated with detailed data about 
Social Security, pensions, and other future  
entitlements—a significant accomplishment of 
the HRS, particularly because future entitlements 
represent a major component of the financial  
status of older Americans. These new methods 
have been widely adopted by many other surveys.

examination of participants’ expectations
The decisions people make as they age are  
influenced not only by past and current circum-
stances, but also by what they expect to happen 
in the future. Most surveys focus on measuring 
current circumstances and, to some extent, what 
people can remember about the past. An exciting 
innovation in the HRS is the exploration of partici-
pants’ future expectations. This novel approach 
yields valuable information about how long people 



the Hrs by its nature asks questions about some of the most personal 
and confidential aspects of participants’ lives. Nothing is more impor-
tant to the Nia, the university of michigan, and the Hrs study team 
than protecting the confidentiality of the respondents and what they 
have shared. this protection of privacy is also an essential element 
in ensuring people’s participation in this type of extensive, long-term 
social science survey.

to ensure privacy and confidentiality, all study participants’ names, 
addresses, and contact information are maintained in a secure control 
file. all personnel and affiliates with access to identifying information 
must sign a pledge of confidentiality, which explicitly prohibits disclo-
sure of information about study participants.

the survey data are only released to the research community after un-
dergoing a rigorous process to remove or mask any identifying informa-
tion. in the first stage, a list of variables (such as state of residence or 
specific occupation) that will be removed or masked for confidentiality 
is created. after those variables are removed from the data file, the 
remaining variables are tested for any possible identifying content. 
when testing is complete, the data files are subject to final review and 
approval by the Hrs Data release protocol committee. 

Data ready for public use are made available to qualified researchers 
via a secure website. registration is required of all researchers before 
downloading files for analyses. in addition, use of linked data from 
other sources, such as social security or medicare records, is strictly 
controlled under special agreements with specially approved research-
ers operating in secure computing environments that are periodically 

audited for compliance. the Hrs also obtained a certificate of confi-
dentiality from the National institutes of Health in order to protect the 
data from any forced disclosure. 

protectiNg Hrs participaNt coNfiDeNtiality
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expect to work in the future, their estimates of 
how long they will live, the likelihood of giving 
major financial assistance to family members in 
the future, whether or not they expect to leave 
a bequest and the amount of that bequest, and 
whether they think they will enter a nursing home 
or move to a new home or other living arrange-
ment in the future. Initial analysis of these data 
suggests that expectations have an important 
influence on the decisions that people make. 

inclusion of experimental modules
There are limits to the number of questions that 
can be asked and answered in a population sur-
vey, and there is great value in maintaining that 
same core of questions in a longitudinal study. 
Alternative vehicles may be needed, however, 
to allow researchers to explore narrowly focused 
topics or test new survey ideas. The HRS uses 
“experimental modules”—short sequences of 
questions administered to randomly selected 
subgroups of participants at the end of the survey. 
To date, more than 70 experimental modules 
have asked about physiological capacity, early 
childhood experiences, personality, quality of life, 
employment opportunities, use of complementary 
and alternative medicines, parental wealth, activi-
ties and time use, nutrition, medical directives, 
living wills, retirement expectations and planning, 
sleep, and functional ability. Appendix A provides 
more information about these modules.

liNKages to otHer Datasets
Despite the comprehensive nature of the HRS, 
limitations exist in terms of what can be learned 
from population interviews. To provide more 
detailed and elaborate information in particular 
areas, the HRS team asks participants for permis-
sion to link their interview responses to other data 
resources, as described below. Linked administrative  

records are available only as restricted data under 
special agreements with a highly restricted group 
of individual researchers that guarantee security 
and confidentiality.

social security records
The Social Security Administration keeps detailed 
records on the past employment and earnings 
of most Americans. For those who have applied 
for Social Security payments, records of benefit 
decisions and benefits paid, including those paid 
through the Social Security Disability Insurance 
(SSDI) or Supplemental Security Income (SSI) 
programs, are available to researchers. By link-
ing these records to HRS participants’ interview 
responses, a significantly richer body of data can 
be analyzed to better understand the relationships 
between health and economic circumstances, 
public and private retirement policies, and the 
work and retirement decisions that people make 
as they age.

medicare records
Through the administration of the Medicare 
program, the Centers for Medicare & Medicaid 
Services (formerly the Health Care Financing 
Administration) maintain claims records for 
the medical services received by essentially all 
Americans age 65 and older and those less than 
65 years who receive Medicare benefits. These 
records include comprehensive information about 
hospital stays, outpatient services, physician  
services, home health care, and hospice care. 
When linked to the HRS interview data, this 
supplementary information provides far more 
detail on the health circumstances and medical 
treatments received by HRS participants than 
would otherwise be available. For instance, these 
Medicare records will enhance research on the 
implications of health changes, the influence of 
health-related behaviors on health, the relationships 

between health and economic circumstances as 
they evolve jointly over the course of later life, 
and the impact of supplementary insurance on 
medical care decisions.

employer surveys and related Data
Data from HRS interviews have been supple-
mented with information obtained from or about 
participants’ employers, without revealing the 
identities of HRS participants to employers. One 
important area of focus is pension plans. While 
most pension-eligible workers have some idea 
of the benefits available through their pension 
plans, they generally are not knowledgeable 
about detailed provisions of the plans. By linking 
HRS interview data with specific information on 
pension-plan provisions, researchers can better 
understand the contribution of the pension to eco-
nomic circumstances and the effects of the pen-
sion structure on work and retirement decisions. 

bacKgrouND aND DevelopmeNt 
of tHe Hrs
The HRS began as two distinct though closely 
related surveys that were merged in 1998 and are 
administered under the cooperative agreement 
between the NIA and the University of Michigan’s 
Institute for Social Research. The first study, 
referred to as the “original HRS,” was initially 
administered in 1992 to a nationally representa-
tive sample of Americans between the ages of 51 
and 61 (strictly speaking, born in the years 1931 
through 1941). In the case of married couples, 
both spouses (including spouses who were younger 
than 51 or older than 61) were also interviewed. 
These participants continue to be contacted every 
2 years as part of the ongoing HRS.

The second survey, originally referred to as the 
Study of Assets and Health Dynamics Among the 
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FIG. A-3
tHe Hrs loNgituDiNal sample DesigN

Oldest Old, or AHEAD, was first administered in 
1993 to a nationally representative sample of 
Americans age 70 and older (strictly speaking, 
born in 1923 or earlier). Again, in the case of 
married couples, interviews were conducted  
with both spouses. About 8,000 people were 
interviewed as part of the 1993 AHEAD survey. 
These individuals were re-interviewed in 1995 
and 1998, and they, too, continue to be inter-
viewed on the 2-year cycle of the study.

The original HRS and AHEAD surveys were 
integrated in 1998, and the consolidated project 
is now referred to as the Health and Retirement 
Study. Two new groups of survey participants 

(including spouses) were added in 1998. The first 
group consists of people in the age group that falls 
between the original HRS and AHEAD samples. 
Born between 1924 and 1930 and raised during 
the Great Depression, these participants are called 
the Children of the Depression Age, or CODA, 
cohort. The second group added in 1998 was the 
first “refresher cohort” brought in to replenish the 
sample of people in their early 50s as the original 
HRS cohort aged. It is known as the War Baby  
cohort, consisting of people born between 1942 
and 1947 and their same-age or younger spouses. 

Figure A-3 shows the past and projected evolution 
of the HRS sample, including survey years for the 

different participant cohorts. In the future, the  
research team plans to supplement the sample 
with groups of younger people as they reach their 
50s. For example, participants born between 
1948 and 1953—the early years of the post-
World War II baby boom—were added to the HRS 
sample in 2004. By continuing to “refresh” the 
sample, the HRS will provide a long-term source 
of data on the transition from middle age to the 
initial stages of retirement and beyond. (For  
a more complete overview of and background to  
the development of the HRS, see Juster and  
Suzman 1995.)



Many nations, particularly in Europe, are further along than the United 
States in population aging, and they have found the multidisciplinary, 
longitudinal nature of the HRS appealing as a way to obtain a holistic 
picture of health and retirement trends in their graying populations. 

One of the first nations to put such a study in place was Great Britain, 
where a team of researchers in the late 1990s began planning the 
English Longitudinal Study of Ageing (ELSA), a survey that is directly 
comparable to the HRS. ELSA is supported by grants from several 
departments of the British Government, as well as by the U.S. National 
Institute on Aging (NIA). The British Government supports ELSA
because of its ability to inform both short- and long-term policy options 
for an aging population. The NIA supports ELSA because of the benefit 
from comparative analyses of data obtained from people living under 
very different health and social services arrangements and economic 
policies. The first rounds of ELSA data were collected in 2002 and 
2004, and subsequent waves began in 2006.

The success of the HRS and ELSA has spawned a major international 
study that now tracks health and retirement trends in Europe. SHARE—
the Survey of Health, Ageing and Retirement in Europe—involves 
Sweden, Denmark, France, Belgium, The Netherlands, Germany, 
Switzerland, Austria, Spain, Italy, and Greece. Approximately 130 
researchers from the participating nations have been organized 
into multidisciplinary country teams and cross-national work-
ing groups, assisted by a number of expert support and 
advisory teams. 

The European study also features many technical 
innovations designed to maximize cross-national 
comparability. For example, it employs a 
single, centrally programmed survey 
instrument that uses an underlying 
language database to create country- 
and language-specific instruments. 

The initial success of SHARE generated extraordinary interest and led to 
extending this project to Israel, Ireland, the Czech Republic, and Poland. 

Population aging is also becoming a major policy concern in developing 
countries. The HRS concept is being applied in the Mexican Health and 
Aging Study (MHAS), the first such effort in a developing country. The 
MHAS is a prospective panel study of Mexicans born prior to 1951. Its 
2001 baseline survey was nationally representative of the older Mexican 
population and similar in design and content to the HRS. A second round 
of data collection was undertaken in 2003. In addition to the range 
of issues that can be considered using HRS data, the MHAS offers an 
opportunity to explore aging and health dynamics in the context of 
international migration. 

The HRS and SHARE concepts have also been emulated in Eastern 
Asia. South Korea is already planning the second wave of the Korean 
Longitudinal Study on Aging, while planning for initial waves is well 
advanced in China, Thailand, and Japan, and initial planning for an 
Indian HRS has begun. 

THE HRS: A MODEL FOR OTHER COUNTRIES 

IN
T

R
O

D
U

C
T

IO
N

18



HealtH 



�0

cHapter 1: HealtH 
a central thrust of the Health and retirement study (Hrs) is to examine the impact of health status on the decision to stop working. a related goal is to 
understand the longer-term health consequences of the retirement process. the Hrs conceptualizes “health” as a multidimensional construct. by combining  
measures of respondent health, functional status, and health care usage with economic and family variables, the Hrs helps us to understand how health 
influences—and is influenced by—socioeconomic status through the course of life. as the Hrs data grow richer over time and as analytic methodologies 
improve, researchers increasingly will use the data to answer questions of causation that thus far have eluded social scientists and epidemiologists. 

this chapter offers insight into the physical and mental health status, health insurance coverage, and health care utilization of community-dwelling older 
adults. it also provides a snapshot of the effects of health and unexpected health events on employment, as well as a look at disability and physical 
functioning among Hrs participants.

people who had never smoked, had quit, or 
were light smokers at the time they were  
surveyed have a realistic sense of their mortal-
ity, their expectations coinciding with actuarial  
projections. Heavy smokers, however, signifi-
cantly underestimate their premature mortality, 
in denial of the potential effects of their smok-
ing habit. Another study found level of educa-
tion to be the major positive influence on the 
decision to quit among heart attack survivors.

 cognitive health declines with age. A preliminary 
study based on HRS data indicates that some 
10 percent of people age 70 and older have 
moderate to severe cognitive impairment, and 
prevalence rises sharply with age. In the com-
munity, an estimated 6 percent of people over 
70 have moderate to severe impairment, while 
some 50 percent of those institutionalized do. 
The HRS data on cognition are among the first 
to measure cognitive health at the population 
level, and these preliminary analyses are being 
examined further to see how they compare with 
a number of other estimates, primarily derived 
from studies in specific communities. 

64 reported a health problem that limited their 
work activity, but one-fifth of those reporting a 
health limitation were working in some capacity. 
More than half of men and one-third of women 
who left the labor force before the Social Security 
early-retirement age of 62 said that health 
limited their capacity to work. Longitudinal  
data from the HRS have shown that the onset 
of major health problems, such as a stroke  
or heart attack, frequently leads directly to 
withdrawal from the labor force.

 lifestyle factors influence older adults’ health 
and physical well-being. One study found that 
men who were heavy drinkers (five or more 
drinks per day) but not functionally impaired 
when first interviewed have a four-fold risk of 
developing at least one functional impairment 
(including memory problems) over a 6-year  
period of time. Among HRS respondents over 
age 70, overweight and obesity also are factors 
in functional impairment, having an independent 
effect on the onset of impairment in strength, 
lower body mobility, and activities of daily living. 

 Heavy smokers underestimate the mortality 
effects of smoking. One analysis shows that 

cHapter HigHligHts 
There are wide variations in the health of Americans 
age 50 and older, with differences that vary by age, 
race/ethnicity, and lifestyle. According to HRS data:

 Health varies by socioeconomic status. One 
study found that the pattern of disease at age 
50 for people with less than a high school 
education is similar to that at age 60 for people 
with college degrees. 

 older americans are in reasonably good health 
overall, but there are striking differences by age 
and by race and ethnicity. Almost half of HRS 
participants ages 55 to 64, but only about one 
quarter of those age 65 and older, say they are 
in very good or excellent health. White respon-
dents report very good or excellent health at a 
rate almost double that of Blacks and Hispanics. 
Studies using HRS data have found that part but 
not all of these racial disparities can be attrib-
uted to differences in socioeconomic status.

 Health has an important influence on older 
people’s ability to work. In 2002, 20 percent 
of men and 25 percent of women ages 55 to 
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 caregiving in the home for older adults with 
cognitive impairment places a substantial 
burden on families. Using HRS data, the total 
national cost has been estimated at $18 billion, 
and the annual cost of caring for a family 
member with dementia at about $18,000.

 the rate of severe depression rises with age.  
Severe depression is evident in about 20 percent 
of people age 85 and older, compared with  
15 percent among people age 84 or younger. 

 there are considerable differences in use of 
the health care system, in health expenditures, 
and in the availability of insurance by age and 
by race and ethnicity. For example, racial and 
ethnic differences in health insurance coverage 
persist among older adults not yet eligible for 
Medicare. One in 14 Whites and 1 in 8 Blacks 
lack private health insurance, and about 1 in 4 
Hispanics do not have private coverage. Hispanics  

have the highest probability of not visiting a 
physician at least once in a given 2-year period.

 older people use alternative medicines and 
supplements to a surprising degree. Among 
HRS respondents in the year 2000, more than 
half say they had used some kind of dietary  
or herbal supplement. Nearly half had seen  
a chiropractor, and 20 percent had used  
massage therapy.

 white americans ages 55 to 64 are less 
healthy than their british counterparts, despite 
higher overall incomes and higher levels of 
health care spending. A comparison of data 
from the HRS and a parallel study, the English 
Longitudinal Study of Ageing, showed that  
the healthiest middle-aged Americans in  
the study—those in the highest income and  
education levels—had rates of diabetes and 
heart disease similar to the least healthy in  
England—those in the lowest income and 
education levels.

FIG. 1-1
HealtH status, by age: �00�
(Percent in each health category)

55-64 65-74 75-84 85+

Excellent      Very Good      Good      Fair      Poor
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HealtH status aND specific 
coNDitioNs
The HRS data on health are based largely on what 
respondents report about themselves. While self-
reported evaluations are inherently subjective—
and related to individual personality, outlook, and 
context—research in a wide variety of cultures 
and contexts suggests that self-reported health 
status is a very good predictor of more objective 
health measures such as chronic illness, hospital-
ization, and longevity. Individuals’ beliefs about 
their own health status also have been found to 
influence their expectations of retirement and the 
retirement process itself. 

Figure 1-1 suggests that HRS participants who 
live in the community consider themselves to be 
in reasonably good health and that self-reported 
health status decreases with age. Almost half of 
HRS participants ages 55 to 64, compared with 
42 percent of participants ages 65 to 74, 32 
percent ages 75 to 84, and 25 percent age 85 
and older, say they are in very good or excellent 
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health. Conversely, the proportion reporting that 
they are in fair or poor health increases steadily 
from 21 percent among people ages 55 to 64 to 
43 percent among those age 85 and older. 

Gender differences in self-reported health status 
are small, while differences by race/ethnicity are 
large. Men are slightly more likely than women 
to report excellent or very good health (43 
percent compared with 41 percent). Only about 
25 percent of Black and Hispanic respondents, 
compared with 45 percent of White respondents, 
report being in excellent or very good health  
(Figure 1-2). Additionally, about 42 percent of 
Black and Hispanic participants, compared with 
24 percent of White respondents, report their 
health to be fair or poor. 

Most studies find that some, but not all of the 
racial and ethnic disparities in health can be  

attributed to differences in socioeconomic factors 
such as education, income, and wealth that are 
related to health and differ by race and ethnicity. 
One study found that socioeconomic factors 
explained only a relatively small part of the racial 
difference in the prevalence of chronic conditions, 
but that the racial disparity in physical function-
ing could be almost completely explained by a 
combination of socioeconomic status differences 
and the racial differences in chronic conditions 
(Kington and Smith 1997).

Advancing age is associated with an increasing 
prevalence of a number of diseases and other 
health problems. The HRS is uniquely poised to 
describe these problems in terms of their effects 
on the everyday function of older people. Figure 1-3 
presents the prevalence of selected health problems  
reported within different age groups. Arthritis and 
hypertension are the most common conditions,  

at all ages, followed by heart problems. The  
likelihood of having (or having had) most problems 
increases steadily with age, although diabetes, 
hypertension, and chronic lung disease appear to 
be somewhat less common above age 85.

Gender differences with regard to health condi-
tions are generally small. The most notable  
difference pertains to arthritis. Nearly two-thirds 
of all female respondents but only one-half of 
male respondents report having this potentially 
disabling condition.

Several race/ethnicity differences in the preva-
lence of some conditions are notable. As has 
been found in other data sources, Blacks have 
higher rates of hypertension than those of other 
population subgroups. More than two-thirds of 
Black HRS participants report having hyperten-
sion, compared with one-half of the White and 
Hispanic participants. Blacks and Hispanics 
have significantly higher levels of diabetes than 
do Whites. Whites are most likely and Hispanics 
least likely to report cancer, lung disease, and 
heart problems. Hispanics’ reported rates of 
arthritis and stroke also are lower than those of 
Blacks and Whites. 

Co-morbidity, or the combination of multiple 
chronic problems, is an especially challenging  
situation for health management. The HRS 
examines older adults’ risk of having multiple 
chronic health problems. Table 1-1 summarizes the 
combined prevalence of six major health problems 
reported by the 2002 HRS sample: diabetes, 
hypertension, cancer, bronchitis/emphysema, a 
heart condition, and stroke. (Arthritis, which is 
common among all age groups, is not included.) 
The percentage of people free of chronic problems 
falls with age, and the percentages with multiple 
problems increase. Roughly half of the people 
over age 75 report two or more chronic conditions. 
However, the burden of co-morbidity appears to 

FIG. 1-2
HealtH status, by race/etHNicity: �00�
(Percent in each health category)
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stabilize at the oldest ages; the distribution of 
chronic problems among people 85 and older is 
very similar to that of those 75 to 84, at least in 
the community-dwelling population.

HealtH beHaviors aND  
outcomes 
With recent and projected increases in national 
health care expenditures, public attention has 
focused on preventing unhealthful behaviors  
and controlling behavioral and lifestyle factors 
that contribute to disease, disability, and death. 
The HRS examines several of these health behav-
iors and risk factors, including smoking, alcohol 
consumption, and obesity, and helps frame  
questions designed to inform public health policy 
in these areas. One book, based on the first  
four waves of HRS data, is devoted to exploring 
risk perceptions and choices made by smokers 
and addressing policy questions such as the  
efficacy of different educational strategies, class-
action suits, and regulation/prohibition (Sloan et  
al. 2003).

smoking
Examining the relationship between health beliefs 
and health behavior, Schoenbaum (1997) inves-
tigated whether HRS participants understand the 
mortality effects of smoking, i.e., do they realize 
that smoking can shorten one’s life? In one 
survey year, participants were asked how long 
they expected to live. For “never,” “former,” and 
“current” light smokers, survival expectations 
were quite close to actuarial predictions of life 
expectancy for their ages. Among current heavy 
smokers, however, the expectation of reaching 
age 75 was nearly twice that of actuarial predic-
tions. In other words, heavy smokers significantly 
underestimated their risk of premature mortality 
linked with smoking. 

TBL. 1-1
HealtH problems, by age: �00�

Notes: Health problems include six major categories: hypertension, diabetes, cancer, bronchitis/emphysema, heart condi-
tion, and stroke. Columns may not sum to 100% due to rounding.

Not married married 

percent of respondents

Number of Health problems 55-64 65-74 75-84 85+

0 40% 26% 18% 17%

1 35 36 34 34

� 17 24 29 29

3 6 10 16 14

4 or more 2 4 5 6

FIG. 1-3
selecteD HealtH problems, by age: �00�
(Percent ever having)
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preceding the survey were as likely as those who 
had never smoked to report good health. Further 
analysis indicated that males ages 50 to 54 years 
who are heavy smokers lose approximately 2 years 
of healthy life, and females in the same age group 
who are heavy smokers lose about 1.5 years of 
healthy life, relative to former smokers. 

In another study of smoking cessation, Wray and 
colleagues (1998) analyzed data for smokers who 
had had heart attacks. Controlling for a variety 
of health factors, level of education emerged as 
the major positive influence on the decision by 
middle-aged HRS participants to quit smoking 
after the cardiac event. 

Alcohol Consumption
Recent reports have suggested that moderate 
alcohol consumption has potentially healthful 
effects, but HRS data clearly show that heavy 

A COMMUNITY-DWELLING SAMPLE

The original HRS (1992) and AHEAD (1993) samples were drawn from community-dwelling individuals 
and did not include people living in institutions such as nursing homes. This sampling procedure 
also applies to cohorts added to the study after 1993. Unless otherwise noted, data in the tables 
and graphs in this report refer only to community-dwelling people and do not include people 
who have moved into nursing homes after they were initially selected for the study. 

The HRS does, however, follow individuals as they move into and out of institutional 
settings. As the number of study participants in institutions increases, the HRS
is becoming an important source of information about this segment of the 
U.S. population. In certain parts of this report, such as the description 
of living arrangements in Chapter 4, the HRS nursing home component 
is included.

drinking takes its toll. Perreira and Sloan (2002) 
analyzed 6 years of HRS data to examine links be-
tween excessive alcohol consumption and health 
outcomes for men. Men who were heavy drinkers 
(five or more drinks per day) but not functionally 
impaired in the initial survey year had a four-fold 
risk of developing at least one functional impair-
ment (including memory problems) during the 
6-year follow-up period. This finding held true 
even when controlling for the effects of smoking 
and other factors. 

Perreira and Sloan (2001) also used multiple 
waves of HRS data to explore changes in drink-
ing behavior that occurred with and after major 
health, family, and employment stresses. Two-
thirds of the sample did not change their use of 
alcohol in the 1990s. However, when changes did 
occur, they were related to several life events: Re-
tirement was associated with increased drinking; 

Other research has examined whether the percep-
tions of smokers reflect a true lack of understand-
ing of health risks or a form of indifference or 
denial. Smith et al. (2001) investigated how sub-
jective beliefs change in response to new informa-
tion. This study found that when HRS smokers 
experience smoking-related health shocks, such 
as a heart attack or cancer diagnosis, they are 
likely to reduce their expectations of longevity 
significantly, more so than when they experience 
general (non-smoking-related) health shocks.

A more traditional analysis of health outcomes 
addressed the effects of smoking on disability, 
impaired mobility, health care utilization, and 
self-reported health (Ostbye et al. 2002). As ex-
pected, smoking was strongly related to mortality 
and self-reported ill health. Researchers were also 
able to characterize the benefits of quitting smok-
ing. People who had quit smoking in the 15 years 
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hospitalization and the onset of a chronic condi-
tion were associated with decreased drinking; 
and widowhood was associated with increased 
drinking, but only for a short time.

Ostermann and Sloan (2001) analyzed 8 years 
of HRS data to examine the effects of alcohol 
use on disability and income support for people 
with disabilities. Their analysis demonstrated 
that a history of problem drinking, especially 
when combined with recent heavy drinking, was 
associated with a greater prevalence and inci-
dence of limitations in home and work activities. 
However, despite increased disability, problem 
drinkers’ higher rates of activity limitations 
were not associated with a greater likelihood 
of receiving income support from the Federal 
Government’s Social Security Disability Insur-
ance (SSDI) or Supplemental Security Income 
(SSI) programs.

obesity
HRS data have been used to document an  
association between obesity and impairments 
in physical function that will translate into rising 
disability rates in the future if obesity trends 
continue (Sturm et al. 2004). A causal analysis 
of HRS respondents over age 70 suggested that 
being overweight or obese (using conventional 
body mass index measures) makes an older per-
son more likely to become functionally impaired 
in the future. While this relationship is often 
complex, obesity appears to have an independent 
effect on the onset of impairment in strength, 
lower body mobility, and activities of daily living 
(Jenkins 2004). 

Extra pounds may also be expensive, at least for 
middle-aged women. Looking at the relationship 
between weight and financial net worth, Fonda 
et al. (2004) found that in 1992 the individual 
net worth of moderately to severely obese women 
ages 51 to 61 was 40 percent lower than that 

of normal-weight peers, controlling statistically 
for health status, education, marital status, and 
other demographic factors. These individuals’ 
situation also appears to worsen over time. In 
1998, the self-reported individual net worth of 
moderately to severely obese women in the same 
cohort (then ages 57 to 67) was 60 percent less 
than that of their counterparts (an average dif-
ference of about $135,000 in 1998). No such 
pattern could be found for men. While HRS data 
allow relationships among obesity, gender, and 
financial status to be measured in new and im-
portant ways, researchers caution that the causal 
mechanisms underlying these findings are still 
poorly understood. 

Family characteristics may also play a role in 
obesity risk and how we might intervene to 
prevent obesity. After adjusting for age, race, 
income, and several behavioral factors, research-
ers analyzing HRS data found a positive correla-
tion between number of children and obesity for 
both women and men (Weng et al. 2004). The 
association between obesity and family size is an 
intriguing finding and suggests the need for fur-
ther exploration of the idea that parents of larger 
families might be an important target population 
for obesity prevention. 

cogNitive fuNctioN 
The decline of cognitive function with age is an 
often-unspoken fear that many people have as 
they grow older, and the burden of cognitive im-
pairment on individuals, families, caregivers, and 
society at large is enormous. Severe  
cognitive impairment is a leading cause of insti-
tutionalization of older people. Before 2003, es-
timates of the prevalence of cognitive impairment 
had to be derived from local clinic-based  
studies, typically in urban areas, and extrapo-
lated to the larger population. With the advent of 
the HRS, and more specifically the AHEAD por-

tion of the study, researchers could attempt for 
the first time to tap nationally representative data 
to assess cognitive function in older people. 

The HRS is one of the first national health 
surveys to measure cognitive health at the 
population level and to examine on a large scale 
the biological and environmental factors as-
sociated with cognition. The HRS measurement 
of cognition employs two well-tested cognition 
assessments: the Telephone Interview for Cogni-
tive Status (TICS), a brief, standardized test of 
cognitive functioning that was developed for use 
in situations where in-person cognitive screening 
is impractical or inefficient, and the Mini-Mental 
State Examination (MMSE), a widely used tool 
for assessing cognitive mental status. In addi-
tion, a special assessment tool for third-party 
observations, the Jorm IQCODE, is used when a 
proxy reporter provides an interview on behalf of 
a respondent. This is an essential tool when cog-
nitive impairment makes an interview otherwise 
unobtainable.

Initial estimates, while preliminary, indicate that 
in 1998, approximately 10 percent of the U.S. 
population age 70 and older had moderate to  
severe cognitive impairment (Suthers et al. 
2003). The prevalence of moderate to severe 
cognitive impairment among non-institutionalized  
people was 6 percent, while the level among 
the institutionalized exceeded 50 percent. On 
average, the data suggest, a person reaching age 
70 with a life expectancy of 14 remaining years 
will spend 1.5 of those years with moderate or 
severe cognitive impairment. As the original  
HRS sample and its additional cohorts age,  
researchers will be able to update and refine 
these important data. The analysis also indicated 
that the prevalence of cognitive impairment 
increases steeply with advanced age. Among 
people ages 75 to 79 who participated in the 
1998 HRS, fewer than 5 percent had severe 
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the aging, Demographics, and memory study (aDams), a supplement 
to the Hrs, is the largest national study of the prevalence of dementia 
in the united states. this supplemental study has three goals: first, to 
establish national estimates of the prevalence of dementia and cogni-
tive impairment without dementia; second, to increase understanding 
of the natural history of preclinical and clinical dementia, as well as the 
role of dementia in changing the health and social functioning of older 
americans; and third, to use the data collected to assess the validity 
of Hrs cognitive functioning measures as screening tools for cognitive 
impairment or dementia. the aDams also will provide an opportunity 
to conduct in-depth investigations related to the impact of dementia 
on formal health care utilization, informal caregiving, and total societal 
costs for dementia care.

the study is the first of its kind to conduct in-home assessments of 
dementia on a national scale that represents the u.s. elderly popula-
tion. the assessments are being conducted through a collaboration with 

Duke university. from august �001 through march �005, selected Hrs 
participants were visited by a clinical research nurse and psychometric 
technician, both of whom were specially trained in the evaluation of 
dementia. conducted in the presence of a family member, friend, or 
paid helper, the assessments included obtaining clinical and medical 
histories, neuropsychological testing, and collecting DNa samples to de-
termine the apolipoprotein e (apoe) genotype. follow-up assessments 
have so far been conducted with approximately 30 percent of respon-
dents to gather additional data to clarify trajectories. additional follow-
ups are planned for future years. information about caregiving and its 
costs and health services utilization was also collected. 

the primary aDams dataset consists of 850 respondents from the Hrs 
for whom assessments are completed. the aDams data, with restric-
tions on accessibility and use to protect the confidentiality of partici-
pants, were made available for research purposes in early �007.

tHe agiNg, DemograpHics, aND memory stuDy

limitation (Figure 1-4). After age 80, however, 
the prevalence rate rises steeply, approaching 20 
percent for people age 85 and older. 

The HRS also provides valuable information about 
the need for and provision of caregiving for older 
people with cognitive impairment. Estimates from 
the baseline AHEAD survey in 1993 indicated 
that people with mild impairment received 8.5 
more hours of care per week, while those with 
severe impairment received 41.5 more hours of 
care per week than their peers with normal cogni-
tive function (Langa et al. 2001). The same study 
found that valuing this family-provided care at 
the average hourly wage of a paid home aide, this 
informal care amounts to $17,700 per year for 
an individual with severe impairment, and a total 
national cost of $18 billion per year for informal 
care for all forms of cognitive impairment.

Recent studies suggesting a decline in overall rates 
of disability among the older U.S. population have 
prompted researchers to consider the utility of the 
HRS in measuring trends in cognitive impairment 
over time. Analyses of HRS data from the 1990s 
showed a significant decline in the prevalence of 
severe cognitive impairment among people age 70 
and older, from about 6 percent in 1993 to less 
than 4 percent in 1998 (Freedman et al. 2001, 
2002). In contrast, another analysis of the same 
cohort using additional controls found very little 
change from 1993 to 2000 in cognitive impair-
ment rates, after adjustment for demographic 
composition (gender, race, and ethnicity) (Rodgers 
et al. 2003). Scientists concentrating on the cogni-
tive health aspects of participants in the HRS will 
continue to examine these contradictory findings  
in an effort to sort out the national trends.

Depressive symptoms aND  
DepressioN
Mental health, while critically important to the 
health of the population, is extremely difficult to 
assess in population surveys. The HRS develop-
ers decided at the outset to focus on depression, 
the most prevalent mental health condition in the 
older population and a leading cause of disability. 
At baseline, respondents are given a series of 
questions to identify major depressive episodes 
in the prior year. In each wave of the study, 
respondents are asked about eight common 
symptoms of depression, taken from the CES-D  
instrument. In validation studies against the 
full CES-D battery, the presence of four out of 
the eight symptoms is associated with clinically 
significant depression. 
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Data for 2002 suggest that the prevalence of 
severe depression for men and women combined 
is approximately 15 percent within each 10-year 
age category between ages 55 and 84 (Figure 
1-5) and approaches 20 percent for the 85 and 
older group. For all of the age groups, women are 
consistently more likely than men to report severe 
depressive symptoms. 

HRS longitudinal data can help address an im-
portant question about the correlation between 
depression and physical health: Do disease and 
disability lead to depression, or does depression 
lead to disease and disability? Blaum (1999) 
found that depressive symptoms are precur-
sors to the development of future disease. As 
expected, physical limitations (e.g., the inability 
to walk several blocks, climb stairs, or lift a 
10-pound object) were the strongest predic-
tors of developing a new disease 2 years later, 
increasing the odds of developing at least one 
new disease by nearly 50 percent. At the same 
time, participants age 70 and older who report-
ed having several symptoms of depression were 
one-third more likely than others to develop a 
new disease within 2 years. The effect was seen 
with relatively mild depressive symptoms, such 
as decreased energy and restless sleep, as well 
as with more severe clinical depression. 

Stopping driving is one activity of daily living that 
appears to be associated with increased depres-
sive symptoms. An analysis of a 6-year period 
of early HRS data showed that older people who 
stopped driving were 1.4 times more likely to 
experience worsening depressive symptoms than 
those who continued to drive after the 6 years 
(Fonda et al. 2001). Longer-term restrictions on 
driving further increased the risk of depressive 
symptoms. Having a spouse who still drove did 
not significantly affect the respondents’ depres-
sive symptoms. 

FIG. 1-4
severe cogNitive limitatioN, by age aND geNDer: 1998

Note: Definition of severe cognitive impairment: Errors on half or more of 9 very easy items from a standard geriatric screen 
for mental status for self-respondents; IQCODE score of 3.9 or higher on Jorm proxy assessment.

Source: HRS 1998.
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FIG. 1-5
severe Depressive symptoms, by age: �00�
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TBL. 1-2
iNsuraNce coverage, by marital status aND worK status: �00�

Not married married

Not covered covered Neither covered one covered both covered

ages 55-64, working for pay

white/other  10.4% 89.7% 2.0% 3.9% 94.2%

black 17.3 82.7 1.3 11.1 87.6

Hispanic 35.6 64.4 15.3 12.5 72.2

ages 55-64, Not working for pay

white/other 12.7 87.3 2.8 6.5 90.8

black 11.8 88.2 4.2 14.1 81.7

Hispanic 30.9 69.1 16.1 12.7 71.2

age 65 and over

white/other 0.5 99.5 0.1 1.4 98.5

black 1.1 98.9 0.6 6.9 92.6

Hispanic 2.7 97.3 1.3 9.0 89.7

Note: Coverage refers to public and/or private insurance.

FIG. 1-6
iNsuraNce coverage for persoNs 
ages 55-64, by race/etHNicity: �00�
(Percent with each type)

White       Black       Hispanic

Public Private None
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used to examine the implications of insurance 
status for health in later life. Baker et al. (2001) 
assessed the risks of a major decline in general 
health and the risks of developing new difficulties  
according to whether HRS respondents were  
continuously uninsured, intermittently uninsured, 
or continuously insured between 1992 and  
1996. Continuously uninsured individuals were  
63 percent more likely than privately insured 
people to experience a deterioration of overall 
health and 23 percent more likely to have new 
difficulties with an activity of daily living involving 
mobility. Sudano and Baker (2003) found that 
intermittent lack of insurance coverage, even 
across a relatively long period, was associated 

4 pre-Medicare-age Hispanic respondents has no 
health insurance, compared with roughly 1 in 8 
Blacks and 1 in 14 Whites.

A further breakout of these data illustrates 
differences between married and unmarried 
individuals (Table 1-2). Regardless of age and 
work status, unmarried respondents are more 
likely than their married counterparts to be 
without insurance. Among married Black and 
Hispanic couples, a significant proportion of 
households have coverage for only one member  
of the couple. 

In addition to comparing people with differing 
health insurance status, the HRS data have been 

HealtH care coverage

The HRS can be used to assess health care 
coverage among pre-retirees and retirees and 
to examine the ways in which changes in health 
insurance policy can affect retirement decisions 
and labor market participation as a whole. Of 
particular interest are people ages 55 to 64,  
most of whom are not yet eligible for Medicare. 
Figure 1-6 depicts racial/ethnic differences 
in types of health insurance coverage for this 
age group in 2002, indicating that Blacks and 
Hispanics are much less likely than Whites to 
have private health insurance, and hence are 
more likely to rely on public sources. About 1 in 
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with lower usage of preventive services. Looking 
at the same HRS data from a different perspec-
tive, Dor et al. (2003) found that providing insur-
ance to previously uninsured working-age adults 
resulted in a 7 percent improvement in overall 
self-reported health. 

Another study (McWilliams et al. 2003) analyzed 
differences in the receipt of basic clinical ser-
vices among the continuously insured and the 
uninsured in 1996 and 2000—before and after 
respondents became eligible for Medicare at age 
65. The analysis suggested that the acquisition 
of Medicare coverage significantly reduces the 
differences in the use of preventive services such 
as cholesterol testing, mammography, prostate 
examinations, and medical visits dealing with 
arthritis. Among adults with arthritis and/or  
hypertension, however, differences in the use  
of anti-arthritis/anti-hypertension medications 
between continuously insured and uninsured 
people were essentially unchanged after Medicare 
coverage began. 

The HRS also can tell us who has prescription 
drug coverage and how they use it. The new 
Medicare Part D prescription drug coverage 
program was implemented in 2006, and the HRS 
will provide baseline estimates and then track 
changes in older adults’ prescription drug coverage 
and use. 

Other studies using HRS data also offer insights 
about prescription drug coverage. For instance, 
the survey showed that in 1998, HRS respondents  
under age 65 were more likely than those ages 
65 to 79 and much more likely than those age 
80 and older to have prescription-drug insurance  
coverage (80 percent, 71 percent, and 59 
percent, respectively) (Table 1-3). Importantly, 
regardless of age, people who did not have  
prescription drug coverage were less likely to fill 
all of their prescriptions. Younger respondents 

were less likely than older respondents to fill 
prescriptions, regardless of drug insurance  
coverage. One study suggested that this cost- 
cutting by seniors may pose an increased risk  
for adverse health outcomes (Heisler et al. 
2004).

HealtH care use

As the U.S. population ages and Medicare 
expenditures continue to rise, the wealth of HRS 
data on use of health care services will become 
an increasingly important resource. Figure 1-7 

Not married married

percent Not filling all prescriptions

percent with prescription 
Drug coverage

with insurance  
coverage without insurance coverage

under 65 80% 6% 22%

65-79 71 4 11

80 and over 59 3 7

TBL. 1-3
prescriptioN Drug coverage aND liKeliHooD of filliNg prescriptioNs, by age: 1998

Source: HRS 1998.

FIG. 1-7
service use iN tHe past two years, by age: �00�
(Percent using each type of service)

55-64       65-74       75-84       85+
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FIG. 1-8
HealtH service use, by race/etHNicity: �00�
(Percent using service between 2000 and 2002)

illustrates HRS respondents’ use of five major 
services during 2000 to 2002 and shows that 
more than 40 percent of people age 85 and older 
and 34 percent of those ages 75 to 84 made 

Hospital Nursing
Home

No Doctor
Visits

Outpatient
Surgery

Dental
Care

Home
Health

MEN

0%

10%

20%

30%

40%

50%

60%

White/Other       Black       Hispanic

Hospital Nursing
Home

No Doctor
Visits

Outpatient
Surgery

Dental
Care

Home
Health

WOMEN

0%

10%

20%

30%

40%

50%

60%

hospital visits. The use of hospitals and nursing 
homes rose with age, as did the consumption of 
home health services. More than 10 percent of 
HRS respondents ages 75 to 84 and 20 percent 

of respondents age 85 and older made some use 
of home health services during the 2-year period. 
In contrast, there was a marked decline in the use 
of dental care by age, probably driven at least in 
part by the fact that Medicare generally does not 
cover dental services.

Figure 1-8 contrasts health service use in 2002 
for men and women of all ages, by race and 
ethnicity. Gender patterns did not differ greatly, 
although Black and Hispanic women were some-
what more likely than Hispanic men to make at 
least one hospital visit. Minority men and women 
were much less likely than Whites to visit a dentist 
or have outpatient surgery. Hispanic respondents 
were less likely than others to have visited a 
doctor at least once in a 2-year period; this dif-
ference corresponds to the lower level of health 
insurance coverage among Hispanics. 

Health policy and cost-containment discussions 
are currently considering the efficacy of screen-
ing mammograms and Pap tests in older women. 
According to the HRS, usage rates for both of 
these tests increased for all age groups between 
1995 and 2000. However, there are sharp differ-
ences in the rate of these tests taken with age. In 
1992 through 2000, between 70 percent and 80 
percent of women ages 50 to 64 reported receiv-
ing mammograms at least once every 2 years, 
with the proportion declining to about 40 percent 
among those ages 85 to 90. During the same 
time period, Pap test rates were about 75 percent 
for women ages 50 to 64 and about 25 percent 
for women ages 85 to 90, respectively. 

Nonsmokers and women who perceived their 
health as good or excellent were the most likely 
to be screened, while smokers, sedentary  
individuals, and those who felt that their  
health was poor or fair were less likely to  
undergo screening.
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use of alterNative meDiciNes 
aND supplemeNts
Alternative medicine includes a broad range of 
healing philosophies, approaches, and therapies 
that conventional medicine does not commonly 
use or understand. These practices include, for 
example, the use of acupuncture, herbs, homeopa-
thy, therapeutic massage, and traditional oriental 
medicine. Among HRS respondents to an experi-
mental module in 2000, nearly half reported that 
they had been to a chiropractor, 20 percent had 
used massage therapy, and 7 percent had used 
acupuncture at least once in their lives (Ness et 
al. 2005). 

In the same experimental module, more than half 
of respondents said they had used some kind of 
dietary or herbal supplement (Table 1-4). Nearly 
two-thirds of the respondents had used some kind 
of vitamin supplement in the month prior to the 
survey. On average, respondents spent $173 a year 
on those supplements. The most popular supple-
ment, multivitamins, was taken by half the sample. 
About one in five people reported using some kind 
of herbal supplement during the previous month, 
and spent an average of $135 per year on herbals. 
Garlic, echinacea, gingko biloba, and ginseng were 
the most commonly used of these supplements. 

agiNg aND meDical expeNDitures
Health care expenditures can rise considerably 
with age, and the HRS provides detail on the 
amounts paid directly by respondents, sometimes 
called out-of-pocket expenditures. Data from 
2002 show a steady increase with age in the dol-
lar amount of out-of-pocket medical expenditures 
(Figure 1-9). Mean medical out-of-pocket expendi-
tures during the 2-year period prior to the survey 
ranged from $2,900 for respondents ages 55 to 
64 to $4,400 for people age 85 and older. 

visits were the largest component of out-of-
pocket expenditures among younger respondents 
(ages 55 to 64), some of whom were not covered 

TBL. 1-4
supplemeNt use: �000
(Percent using each item in the month prior to the 2000 survey)

Dietary supplements Herbal supplements

multivitamin 50% garlic 8%

vitamin e 38 echinacea 8

calcium 34 gingko biloba 7

vitamin c 32 ginseng 6

vitamin D 14 saw palmetto 4

magnesium 12  aloe 4

vitamin a 10 st. John’s wort 4

others 24 others 14

Source: HRS 2000.

FIG. 1-9
average out-of-pocKet meDical expeNDiture, by age: �000-�00�
(For the 2-year period prior to the 2002 survey)
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The major components of medical out-of-pocket 
spending vary by age as well. Data from the 
2002 survey wave show that hospital and doctor 



H
e

a
lt

H

3�

FIG. 1-10
compoNeNts of meDical out-of-pocKet speNDiNg, by age: �000-�00�

Hospital Visits       Nursing Home Stays       Doctor Visits       Dental Care       Prescription Medicine 
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by health insurance, whereas most people over 
age 64 have Medicare coverage for hospital and 
physician visit costs. At the time of the survey, 
prescription drugs were not covered by Medicare, 
and an age-related rise in the proportion of medi-
cal out-of-pocket expenditures devoted to drugs 
was seen, at least until age 85 (Figure 1-10). 

Medical spending by the elderly varies widely. 
One study using HRS data from 1998 found that 
in the 2 years prior to 1998, average out-of-
pocket spending was about $2,022, but half the 
population spent less than $920, while 10 per-
cent of the population spent more than $4,800 
(Goldman and Zissimopoulos 2003).

Medical out-of-pocket expenditures tend to be 
greatest near death, and can be a financial chal-
lenge for a surviving spouse. A four-wave analy-
sis of HRS data for non-institutionalized people 
who were age 70 and older in 1993 showed  
that medical out-of-pocket spending averaged 
approximately $6,000 in the last year of life— 
40 percent to 50 percent higher than at other 

and between 10 percent and 18 percent for those in 
their final year of life. Nursing home and extended-
hospital coverage would likely have little effect on 
poverty rates for those not near death, but could 
lower the medical out-of-pocket adjusted poverty 
rate by 17 percent for those in the last year of life. 

effects of uNexpecteD  
HealtH eveNts
Early HRS data indicated that over a 2-year period, 
respondents on the whole had a 5 percent chance 
of having a heart attack, stroke, or new cancer diag-
nosis; a 10 percent chance of having a new chronic 
illness diagnosis; and a 3 percent chance of having 
an accidental injury. A “health shock,” or unexpect-
ed health event, may represent a turning point for 
an individual and her/his family, particularly if the 
individual is nearing retirement age.

To explore the implications of adverse health 
events on both short-term and longer-term labor 
force participation, one study followed the labor 
force behavior of HRS respondents through the 

points in old age (McGarry and Schoeni 2003). To 
put this into perspective, researchers compared 
out-of-pocket spending to annual income. The av-
erage couple’s medical out-of-pocket expenditures 
were roughly 15 percent of annual income 5 to 7 
years before the death of a spouse. The out-of-
pocket expenditure share rose to about 25 percent 
3 years before the death of a spouse and to 50 
percent in the year before the spouse’s death. 

When calculation of poverty rates includes an 
adjustment for the high end-of-life medical out-of-
pocket expenses, the rates rise steeply as a func-
tion of spousal death. This type of analysis helps 
demonstrate the potential effects of proposals to 
revise current health programs. For example, HRS 
data suggest that expanding Medicare coverage 
to include prescription drugs and long-term care 
(nursing home and hospital) would significantly 
lower medical out-of-pocket spending. Prescription 
drug coverage would lower out-of-pocket-adjusted 
poverty by between 21 percent and 33 percent for 
people who were many years removed from death, 

Note: Data may not sum to 100% due to rounding.



c
H

a
p

t
e

r
 1

33

first three interviews in 1992, 1994, and 1996 
(McClellan 1998). Persons who had some form 
of health event (acute, chronic, or decline in 
functional ability) between 1992 and 1994 were 
about twice as likely to be out of the labor force 
in 1994 and 1996 compared with persons who 
did not experience a significant health event. The 
combination of an acute health event (such as a 
heart attack or stroke) and a decline in functional 
ability greatly elevated the likelihood of labor force 
withdrawal. Having both an acute event and a 
loss of functional ability between 1992 and 1994 
reduced the chances of working in 1994 by 400 
percent. Only a very small fraction of those who 
had both an acute event and a loss of functional 
ability between 1992 and 1994 had reentered the 
labor force by 1996 (see also Woodbury 1999). 

In a separate study of HRS data from 1992 
through 2000, Coile (2003a) examined the effect 
of the onset of a heart attack or stroke, accompa-
nied by new difficulty in performing four activities 
of daily living, on remaining in the labor force. The 
analysis showed that men were 40 percent more 
likely and women 31 percent more likely to leave 
the labor force than they would have been without 
a health event. 

An important dimension of household behavior 
following a health event is the response of the 
spouse, and previous research has been unable 
to account for this behavior. The HRS’s collec-
tion of detailed data for both husbands and wives 
permits study of this area, such as the response 
involving the spouse’s decision to work. Because 
a negative health event may diminish the family’s 
income position, a spouse’s decision to reduce 
employment could exacerbate the situation. How-
ever, analysis of data from 1992 through 2000 
indicates that a major health event does not 
produce a major change in spouses’ labor force 
participation. If a working person experiences a 
major health event, his or her spouse is not likely 

to begin or increase labor force participation 
to offset the income loss. This suggests that 
a health event causes real financial losses for 
the family, although these losses are offset to 
some extent by government disability insurance 
benefits. It also suggests that many people are 
underinsured against disability. 

Disability aND pHysical  
fuNctioNiNg
Ongoing interests in aging research include the 
trend in disability status among older individuals 
and people’s transitions into and out of disability 
states. A number of studies in the United States 

FIG. 1-11
limitatioN iN iNstrumeNtal activites of Daily liviNg, by age: �00�
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Note: Percent not driving at ages 55-64 is zero.
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have now documented a decline in disability rates 
among the population age 65 and older. Much 
research has focused on this age group, but 
relatively little research has focused on people in 
the late midlife, pre-retirement age group. It is 
interesting not only to observe the disability status 
and transitions among pre-retirement individu-
als, but also to investigate predisposing factors 
and behaviors that might influence the disability 
profile of tomorrow’s elders. 

Figures 1-11 and 1-12 present the percentages 
of male and female 2002 HRS participants with 
functional limitations or disabilities. Six indica-
tors of functional disability are considered. The 
first and second indicators reflect instrumental 
activities of daily living (IADLs)—doing house-
work, doing laundry, preparing meals, grocery 
shopping and being mobile outside the home, 
managing money, and using a telephone—and the 
third indicator of functional disability is whether or 
not a person has stopped driving. The fourth and 
fifth indicators reflect limitation in conventionally 
defined activities of daily living (ADLs)—eating, 
dressing, bathing, toileting, getting in and out of 
bed, and being mobile in one’s residence. The 
sixth indicator of functional disability is the use of 
an assistive device, such as a walker or cane.

Figure 1-11 depicts age and gender differences 
for IADL limitations, showing that limitations 
increased with age and were higher for women 
than men in 2002. The percentages of respon-
dents with IADL limitations initially are lower than 
for ADL limitations, but increase more rapidly 
with age, such that by age 85 they are nearly the 
same. Although the age-specific IADL limitation 
percentages are lower than those for ADLs, HRS 
participants were more likely to receive help with 
IADLs than with ADLs. 

The most dramatic gender difference in functional 
limitations was seen in the data for driving. At age 

FIG. 1-12
limitatioN iN activities of Daily liviNg, by age: �00�

55-64 65-74 75-84 85+

55-64 65-74 75-84 85+

0%

10%

20%

30%

40%

50%

One or More ADL Limitations       Receive Help with ADL(s)       Use Assistive Device(s)

0%

10%

20%

30%

40%

50%

WOMEN

MEN

65 and older, men were twice as likely as women 
to still be driving. By age 85, 32 percent and 66 
percent of non-institutionalized men and women, 
respectively, were no longer driving. In the sample 
as a whole, three-fourths of people ages 75 to 84 

continued to drive, as did 45 percent of people 
age 85 and older. 

The HRS data further show that for men ages 
55 to 64, 13.2 percent report either an ADL or 



debate, it is useful to know the extent to which 
older individuals experience heath conditions 
that may affect their work activity. Figure 1-13 
presents 2002 data for people ages 55 to 64, 
according to work status and health limitations. 
Twenty percent of men and 25 percent of 
women in this age group reported a health 
problem that limited their ability to work. 
Included in this group, about 5 percent of each 
sex worked despite a work-limiting health 
problem. Of those ages 55 to 64 who had work-
limiting health problems, 48 percent of the men 
and 52 percent of the women reported at least 
one ADL or IADL limitation, while the others 
reported no such limitations. 

HRS data from 1992 to 1996 revealed that 
more than one-half of men and one-third of 
women who leave the labor force before reaching 
the Social Security early retirement age of 62 
reported that health limited their capacity to 

IADL limitation; of them, 4.2 percent work while 
9 percent do not work. For women, 15.6 percent 
report a functional limitation; of them, 3.8 per-
cent work while 11.8 percent do not work.

Figure 1-12 presents percentages of HRS respon-
dents who reported in 2002 that they had one or 
more ADL limitations, received help with these 
activities, or used assistive devices. As with IADL 
limitations, for both men and women, the rates of 
having at least one ADL limitation, receiving help 
with ADLs, and using an assistive device rose 
with age. Without exception, the percentages 
were higher for women than for men. 

HealtH aND worK
As average life expectancy lengthens and our 
population ages, there is heightened debate 
about raising retirement ages and enabling 
individuals to work longer. To help inform this 

Men Women

No Health 
Limitation,
Working

No Health 
Limitation,
Not Working

Health 
Limitation,
Not Working

Health 
Limitation,
Working

62.7% 50.3%

4.5% 5.3%

20.0%

24.4%

15.9%

16.9%

FIG. 1-13
HealtH limitatioNs aND worK status, ages 55-64: �00�

work. One study looked at three causes of 
workforce disability—cigarette smoking, a 
sedentary lifestyle, and obesity—between 1992 
and 1998 (Richardson et al. 2003). Cigarette 
smoking and a sedentary lifestyle had a large 
impact on both the incidence of workforce 
disability and death. 

The major health problems reported by HRS 
respondents age 55 and older who were working 
for pay in 2002 were arthritis and hypertension. 
Forty-seven percent of all workers reported  
having arthritis, and 44 percent reported having 
a hypertensive condition. Ten percent or more of 
the working respondents reported having heart 
conditions, diabetes, psychological problems,  
or cancer (Figure 1-16, page 38). By far, the  
largest reported causes of work limitation among 
people ages 55 to 64 who were not working were 
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fig. 1-14
perceNt DyiNg betweeN 199� aND �00� amoNg tHe origiNal Hrs 
coHort, by subJective survival outlooK iN 199�
(Respondents ages 51-61 in 1992)

are asked about survival to age 75, while 
respondents ages 65 to 69 are asked about 
survival to age 80. the research objective of 
this question is to better understand inter-
temporal decision making. a good example 
is saving behavior. according to the lead-
ing economic model of saving, people who 

from its first wave to the present, the Hrs 
has asked respondents about their own  
assessments of their chances of survival to 
a “target” age (i.e., their subjective survival 
probability). the target age used in the 
survey varies with the age of the respondent. 
for example, respondents age 64 or less 

How loNg Do people tHiNK tHey’ll live?
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FIG. 1-15
PERCENT OF RESPONDENTS AGE 70 AND OLDER DYING BETWEEN 1993 
AND 2002, BY SUBJECTIVE SURVIVAL OUTLOOK IN 1993
(Respondents age 70 and older in 1993)

believe they will be especially long lived will 
save more to be able to finance more years 
of spending. In the past, researchers had to 
use life-table survival rates to estimate the 
subjective survival probabilities of individu-
als, but we know from actual mortality that 
survival rates of people grouped by observ-
able characteristics such as education differ 
greatly. It is likely, therefore, that individuals 
have differing self-rated survival assessments, 
even within identifiable groups. 

As with many innovations in the HRS, the 
actual use of survival assessments has 
expanded beyond what was initially foreseen. 
For example, they have been used to study 
the socioeconomic health gradient (How does 
subjective survival vary with income and 
wealth?), the “bereavement effect” (How does 
subjective survival change when a spouse 
dies?), and the effect of a health event (How 
does the onset of a cancer change subjective 
survival?).

Using the longitudinal data from the HRS,
self-rated survival assessments can be related 
to actual mortality many years later. In 1992,
an 11-point scale (from 0 to 10) was used to 
query HRS respondents about their outlook 
for survival. Figure 1-14 shows the percent 
of the original HRS sample who had died by 
2002, as a function of their subjective survival 
outlook as of 1992. Mortality during the 
10-year period was about 10 percent among 
those who stated that their subjective survival 
was 60 percent or greater, but more than 25
percent among those who reported very low 
subjective survival probabilities. 

In 1993, a 101-point scale (from 0 to 100) 
was used for interviews of respondents age 
70 or over in 1993. This scale change was 
made so the concept would fit more naturally 
with probabilistic information people normally 
hear in their everyday lives, such as “There 
is a 60 percent chance it will rain tomor-
row.” Figure 1-15 shows mortality by 2002
among those initially age 70 or over in 1993. 
Actual mortality among those with an initial 
subjective survival of zero was almost 60 
percent—about twice the rate of those whose 
subjective survival was 51 to 75. As with 
the younger cohort of Figure 1-14, self-rated 
survival assessments are a powerful predictor 
of actual mortality.
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arthritis and other musculoskeletal conditions  
(47 percent), followed by cardiovascular  
conditions (16 percent), neurological problems  
(8 percent), and allergies and respiratory  
problems (7 percent).

As the HRS proceeds, it is likely that more  
sensitive analyses will be conducted on people’s 
ability to continue working should they either 
need to or want to work longer.

HRS data show that job loss not only results in 
economic consequences, but also can impact  
a person’s health. Involuntary job loss was  

perceived to negatively affect both physical 
functioning and mental health. Likewise,  
becoming re-employed was found to be positively 
associated with improved physical functioning 
and mental health. Such results led researchers 
to argue for a causal relationship between job 
loss and morbidity among older workers, and  
to suggest that there is a significant health  
consequence to job loss in addition to the  
obvious economic consequences (Gallo et al. 
2000). The links among health, work, and  
retirement offer a rich area of investigation, and 
are discussed more thoroughly in Chapter 2.

HealtH status of u.s. versus 
eNglisH olDer aDults
The HRS has helped spawn the development of 
similar multidisciplinary, longitudinal studies of 
health and retirement in other countries. A com-
parison of HRS data with data from one of these 
studies, the English Longitudinal Study of Ageing 
(ELSA), has revealed important health-status 
differences—and important similarities—between 
White middle-aged Americans and their English 
counterparts (Banks et al. 2006). The research 
used the study participants’ self-reports of health 
and biological measures to measure health status.

The study revealed that White Americans ages 55 
to 64 are not as healthy as their English counter-
parts, and in both countries lower income and ed-
ucation levels were associated with poorer health. 
The healthiest Americans in the study—those in 
the highest income and education levels—had 
rates of diabetes and heart disease similar to the 
least healthy in England—those in the lowest 
income and education levels. 

In addition, the lowest income and education 
group in each country reported the most cases of 
diabetes, hypertension, heart disease, heart at-
tacks, stroke, and chronic lung disease, while the 
highest income and education groups reported 
the least. The only disease for which this inverse 
relationship was not true was cancer. Banks and 
colleagues also found that differences between 
the two countries in smoking, obesity, and alcohol 
use explained little of the difference. In a report 
published in the Journal of the American Medical 
Association (Banks et al. 2006), the researchers 
noted that the health-status differences they un-
covered existed despite greater U.S. health care 
expenditures, similar patterns in life expectancy 
between the two countries, and the fact that 
smoking behavior in the two countries is similar.

0%

Arthritis

Hypertension

Heart
Condition

Diabetes

Psychiatric/
Emotional

         Problem

Cancer

Chronic Lung
Disease

Stroke
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FIG. 1-16
HealtH coNDitioNs amoNg worKers age 55 aND over: �00�
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cHapter �: worK & retiremeNt
attitudes, expectations, and behaviors related to work and retirement have changed considerably over the past half century. in 1950, the average man 
retiring at age 65 could expect to live another 13 years, and a 65-year-old woman another 15 years. today, men average an additional 17 years and 
women another �0 years beyond what we think of as the typical retirement age. with such improvements in health and longevity, people might have 
been expected to work longer and retire later. instead, the opposite trend unfolded. 

between the 1950s and the mid-1980s, participation of older men in the labor force declined at a notable rate as more and more men opted for 
retirement before the standard age of 65. this decline leveled off after the mid-1980s and, since 1990, labor force participation rates for older men 
have increased slightly. the story for older women reflects two complementary trends. proportionally more women of all ages are working in the for-
mal labor market, and labor force participation rates for women over age 60 (especially those in the 60 to 64 age range) have also risen significantly 
during the past �0 years. 

the Health and retirement study delves deeply into the work and retirement of older americans. this chapter discusses Hrs findings about labor 
force participation and the nature of work among older adults, factors that contribute to people’s decisions to retire, the consumption of goods and 
services with age, and attitudes about retirement. it also looks at retirement incentives in pension programs and the knowledge that people have 
about their retirement plans.

defined-benefit plans (usually including  
retirement incentives, lifelong benefits, and 
reduced pension investment risk) retire on 
average 1.3 years earlier than those with  
defined-contribution plans such as 401(k)s. 

 Health problems can have a big influence 
on the decision to retire early. One analysis 
of HRS data suggests that poor health is a 
stronger influence than financial variables on 
people’s decisions to retire. Poor health is 
cited as being very important in the decision 
to retire for 35 percent of people ages 55 to 
59, but considerably less so among those 60 
and older. 

 married couples tend to make retirement deci-
sions jointly, even when that means one will 
continue to work. One study using four waves 
of HRS data found that people are less likely 

2000 say they found the retirement transition 
to be “very satisfying.” One-third of retirees 
reported moderate satisfaction, and only  
7 percent reported that their retirement was  
not satisfying. 

 baby boomers are expecting to work longer, 
perhaps presaging a reversal in the century-
long trend toward earlier retirement. Compared 
with 1992, in 2004, a substantially larger 
proportion of people in their early to mid-50s 
expected to work after 65. 

 the structure and availability of pensions 
strongly influence the decision about when to 
retire. The expansion of defined-contribution 
plans and decline of defined-benefit plans 
over the past 20 years may be playing a role 
in ending the trend toward earlier retirement. 
A study using HRS data finds that people with 

cHapter HigHligHts 
HRS data show that people are ready to retire in 
their early to mid-60s, but retirement trends are 
changing, with older adults increasingly interest-
ed in part-time opportunities and other activities 
to stay busy and productive with age: 

 although retirement rates rise steeply at the 
social security eligibility ages of 6� and 65, 
many older people do remain in the workforce, 
either full-time or part-time. In their 50s,  
most men (70 percent) and a majority of 
women (60 percent) work. By age 65,  
employment rates among men and women  
are half of what they were for workers a  
decade younger.

 most people are happy and active in retire-
ment. Some 61 percent of retirees surveyed in 
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to retire if their spouses are still working than 
if their spouses have already retired. However, 
if one spouse retires for health reasons, the 
other spouse is less likely to retire than if the 
spouse has voluntarily retired.

labor force participatioN
The majority of both men (70 percent) and 
women (60 percent) in their 50s work, mostly 
on a full-time basis. After age 62—the age of 
initial eligibility for Social Security benefits— 
labor force activity declines (Figure 2-1). By 
age 65, male and female labor force participa-
tion is close to half of what it was for people in 
their 50s. The nature of work changes with age 
as well. By age 65, more than half of working 
women are employed in part-time as opposed 
to full-time positions. For both genders, part-
time employment forms the lion’s share of total 
employment for people age 70 and older.

In 2002, married HRS participants were signifi-
cantly more likely to be working than were their 
non-married counterparts. Conversely, unmar-
ried individuals were more likely to be retired, 
although the difference between married and 
unmarried men is fairly small (56.9 percent and 
53.2 percent, respectively) (Table 2-1). Married 
people were less likely than unmarried people 
to report themselves as disabled, which may 
partially account for the continued participation 
of married people in the workforce at most ages. 

Figure 2-1 depicts work status in a single year, 
2002. While the overall trend is indicative of 
the HRS population, the declining sample size 
of workers as age increases produces the peaks 
and valleys seen at certain ages. Another way 
to portray the work/retirement experience is to 
follow a single cohort of HRS participants over 
time (Gustman and Steinmeier 2004b). Figure 
2-2 depicts the retirement pattern of a subset 

FIG. 2-1
full-time aND part-time worK, ages 6�-85: �00�
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of the initial HRS cohort (people ages 51 to 61 
in 1992) over 10 years, focusing on “career 
workers.” To be classified as a career worker, a 
person must have worked full-time in at least 
half the years between age 40 and his or her 
last year of full-time work, and worked full-time 
in some year at or after turning age 50. The 
bottom segment of Figure 2-2 (“completely 
retired”) indicates the direct flow into full retire-
ment; this includes moving from full-time work 
directly into retirement, as well as moving from 
partial retirement into full retirement. The upper 
segment includes those who, during the course 
of the study, moved from full-time work into 
partial retirement and then into full-time retire-
ment. One can see steep rises in retirement at 
ages 62 and 65 as individuals become eligible 
for early and full Social Security benefits.

Gustman and Steinmeier (2004b) also found 
differences in retirement ages by gender and 
racial/ethnic group. Figure 2-3 looks at differ-
ences between White career workers versus 
Black and Hispanic career workers in terms of 
retirement from full-time work, again using the 
trend data from the initial HRS cohort (people 
ages 51 to 61 in 1992). Except at a couple 
of ages, Black men are more likely than White 
men to be retired, with the largest difference 
being 7.6 percentage points at age 57. After 
age 59, Hispanic men, especially those in 
their mid-60s, are less likely than Whites to be 
retired. For women, there are relatively small 
differences in retirement levels between Blacks 
and Whites. Hispanic women age 55 and 
younger are somewhat less likely than White 
women to be retired from full-time work, while 
Hispanic women are generally more likely than 
White women to be retired after age 55. 

TBL. 2-1
labor force status of Not-marrieD aND marrieD Hrs respoNDeNts: �00�

Note: Columns do not add to 100 percent because more than one status is possible. For example, a respondent could be 
working and a homemaker.

Not married married

men women men women

working 31.5% 24.8% 43.2% 32.2%

retired 56.9 47.1 53.2 35.1

Disabled 12.0 9.7 7.0 5.2

unemployed 3.5 1.8 1.8 1.6

Homemaker 0.2 22.4 0.3 32.7

FIG. 2-2
retiremeNt patterN for career worKers iN tHe first Hrs coHort: 199�-�00�
(People ages 51-61 in 1992)
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FIG. 2-3
absolute DiffereNce iN perceNt of career worKers wHo are retireD,  
by age aND race/etHNicity: 199�-�00�  (People ages 51-61 in 1992)
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Note: A positive difference indicates that Black or Hispanic 
respondents are more likely than White respondents to be 
fully retired at a given age. A negative difference indicates 
that Black or Hispanic respondents are less likely than 
White respondents to be fully retired.

Source: Gustman and Steinmeier 2004b.

tHe cHaNgiNg Nature of worK
The American workplace has changed  
substantially over the past 15 years. Studies  
have shown that work relies increasingly on 
computer and people skills in a growing service 
economy, and that fewer and fewer jobs require 
considerable physical strength. HRS data reflect 
this decline: in 1998, 34 percent of 51- to  
56-year-olds reported that their jobs required  
lots of physical effort, down from 39 percent 
among the same age group in 1992. However,  
in 2002, some 30 percent of workers ages 55  
to 79 still reported doing “lots of physical effort” 
and 14 percent said their jobs required lifting 
heavy loads (Table 2-2). 

Older employed workers felt that good eyesight 
and people skills were key requirements for 
performing their jobs, but they differed dra-
matically by age in viewing computer skills as 
a requirement for work. Fifty-three percent of 
workers ages 55 to 59, but only 17 percent of 
workers age 75 and older, reported that their jobs 
required computer use all or most of the time.

TBL. 2-1
labor force status of Not-marrieD aND marrieD Hrs respoNDeNts: �00�

Source: Gustman and Steinmeier 2004b.
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TBL. 2-3
Job cHaracteristics of employeD respoNDeNts, by age: �00�
(Percent reporting that they “Strongly agree or agree that...”)

age category

my Job requires 
more Difficult 
things than it 

used to
my Job involves  
a lot of stress

preference is 
given towards 
young workers  

at my Job

my Job pressures 
retirement before 

age 65

i would prefer to 
gradually reduce 
my Hours, Keeping 

pay the same

my Job lets older 
workers move to 
less physically 

Demanding work
i really enjoy  
going to work

55–59 50% 61% 16% 13% 60% 37% 88%

60–64 44 57 16 13 61 38 90

65–69 32 41 12 7 56 39 95

70–74 28 33 8 6 51 29 96

75–79 23 28 3 8 43 34 98

80+ 29 35 5 6 46 32 96

TBL. 2-2
Job reQuiremeNts of employeD respoNDeNts, by age: �00�
(Percent reporting that “My job requires X all of the time or most of the time”)

age category
lots of  

physical effort
lifting  

Heavy loads

stooping,  
Kneeling, or 
crouching good eyesight

intense  
concentration people skills computer use

55–59 30% 14% 27% 89% 81% 88% 53%

60–64 33 13 24 87 81 87 45

65-69 29 11 21 90 80 87 29

70-74 27 8 17 87 76 81 23

75-79 28 10 17 87 80 79 17

80+ 23 10 11 90 81 81 17



c
H

a
p

t
e

r
 �

45

One study examining the impact of technological 
change on older workers found that HRS computer 
users were 25 percent more likely than non-users  
to stay in the labor force from 1992 to 1996 
(Friedberg 2003). Further analysis suggested that 
these computer users have valuable skills that 
lead them to delay retirement. 

The HRS also asks participants to characterize 
their work in terms of job difficulty, stress, prefer-
ences for hours, enjoyment, and other factors. 
In 2002, about half of workers in their late 50s 
said their jobs required “more difficult things” 
than in the past, while only 29 percent of people 
in their 80s felt that way (Table 2-3). Similarly, 
61 percent of workers ages 55 to 59, compared 
to only 28 percent of workers ages 75 to 79 said 

their jobs involved “a lot of stress” (Figure 2-4). 
With lower degrees of perceived job difficulty and 
stress, despite relatively lower wages, workers 
over age 70 were more likely than younger work-
ers to say that they “really enjoy going to work.” 
However, even among pre-retirement age workers 
(ages 55 to 59) with the highest self-reported 
job stress and job difficulty, 88 percent said they 
enjoy their jobs. 

occupatioNs after age 70
In 2002, 30 percent of individuals who remained 
economically active after age 70 held professional 
and managerial jobs, presumably using the skills 
and knowledge developed during their careers. 
The share of workers in clerical and sales positions  

was only slightly less, accounting for about  
27 percent of all jobs over age 70 (Figure 2-5). 
Another one in six (17 percent) of these  
older workers was in the service sector, with  
somewhat smaller percentages engaged as  
craftsmen/operatives and in manual labor. 

Hours aND pay
People may change their attitudes about work 
and compensation as they age. According to one 
analysis of HRS data, older people clock fewer 
weeks and fewer hours than do younger workers, 
and median wages decline with age (Haider and 
Loughran 2001). To some degree, the researchers 
speculate, this is because older workers engage in 
more part-time employment than do their  

FIG. 2-4
stress oN tHe Job, by age: �00�
(Percent saying that their job involves “a lot of stress”)
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FIG. 2-5
occupatioN of worKers age 70  
aND olDer: �00�
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younger counterparts. Even among full-time  
workers, though, the study found a substantial 
drop in wages with increasing age, and wage 
declines occurred regardless of a person’s level 
of education. In such cases, it appears that even 
the most educated workers are willing to work for 
relatively low wages at older ages.

Job flexibility
Among workers over age 50, older people appear 
to have more flexible work arrangements than do 
younger people, as suggested by the increasing 
proportion with age of those who are self-employed  
and the significant percentage of older workers 
saying they could reduce their work hours if they 

wanted. In 2002, fewer than 20 percent of working 
people in their late 50s were self-employed, 
compared with nearly 40 percent at ages 70 to 
74 and well over half of those age 80 and older 
(Figure 2-6). Perhaps surprisingly, a study that 
combined HRS data with information from the 
Census Bureau’s ongoing Current Population Survey 
found that self-employed people have higher 
household incomes and wealth than do wage 
earners (Karoly and Zissimopoulos 2004). This 
likely reflects the fact that the latter group often 
has pension plans (i.e., future wealth), whereas 
many self-employed people accumulate retirement 
resources in other forms. It also is important to 
note that self-employed people are less likely than 
other workers to have health insurance.

Among people working for pay and not self- 
employed in 2002, the percentage who said  
they could reduce their working hours increased 
from 30 percent at ages 55 to 59 to 63 percent  
at ages 75 to 79. A similar but less pronounced 
age pattern was seen among those who wanted to 
increase their working hours. Whether such flexibility 
is necessarily to a worker’s advantage or not is a 
more complicated issue. An analysis of 1998 HRS 
data found the same pattern of increasing flexibility 
with age, but as noted earlier, suggested that older 
workers may sometimes attain job flexibility at 
the expense of lower wages (Haider and Loughran 
2001). Moreover, these data could overstate the 
ability of older workers to adjust their work hours 
if a significant proportion of workers retire at least 
partly because they do not have job flexibility. 

The issue of flexibility in working hours is attracting 
considerable attention as companies and society 
attempt to find satisfactory accommodations for 
the aging labor force. Many jobs require that an 
individual work full-time or not at all. One recent 
HRS analysis looked at the effects on retirement 
of non-wage aspects of employment. The analysis 
concluded that this “minimum hour” constraint 
is the major firm-side factor affecting the retire-
ment experience in America, and that it is much 
more important than factors such as job stress, 
perceived discrimination, and early retirement 
windows. A significant shift in employer policies 
regarding all-or-nothing working hours would 
propel major changes in the balance between 
partial retirement and full retirement (Gustman 
and Steinmeier 2004a). In anticipation of such 
changes, researchers are using HRS data to build 
models that estimate the potential impact on the 
Social Security system. 

Another indicator of employment flexibility might 
be whether or not workers would consider looking  
into new jobs. HRS data suggest that people 
become less willing to explore new job opportunities  

FIG. 2-6
self-employmeNt amoNg worKers, by age: �00�
(Percent self-employed among persons working for pay)
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as they age—often because they may risk losing 
their benefits. In 2000, HRS participants who 
worked were asked, “If you found out about 
another job like the one you have now, would 
you look into it?” Overall, three-quarters of 
those surveyed answered “no” or “probably not,” 
and the percentage answering in the negative 
rose with age (Figure 2-7). While a “no” answer 
might indicate satisfaction with one’s current 
job, analysis of the same question in earlier HRS 
waves indicated that a substantial percentage of 
respondents felt that they were locked into their 
current jobs because they might lose pensions or 
health insurance benefits if they were to change 
to a new employer.

reasoNs people retire
The availability of economic resources (discussed 
later in this chapter) may be paramount in the 
retirement transition, but there are other criti-
cal dimensions to the retirement decision and 
to what might be labeled “positive retirement.” 
HRS respondents who said they were completely 
retired in 2002 were asked about four possible 
influences on their decisions to stop working: 
poor health, wanting to do other things, not  
liking their work, and wanting to spend more  
time with family. 

More than one-third of those who retired between 
2000 and 2002 said that spending more time 
with their families was a very important reason 
for retirement, and roughly one-fourth also cited 
“wanting to do other things.” Poor health was a 
very important factor for 35 percent of retirees in 
the 55 to 59 age category, but the importance of 
poor health as a motivating factor for retirement 
dropped consistently with increasing age (Figure 
2-8). In keeping with findings noted earlier in  
this chapter about enjoyment of work, fewer than  
10 percent of respondents were motivated to 
retire by a strong dislike of their work.

FIG. 2-7
williNgNess to coNsiDer cHaNgiNg Jobs, by age: �000
(Percent answering “No” or “Probably not” to “If you found out about another job like the one you have now, would you look into it?”)
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Source: HRS 2000.

FIG. 2-8
motivatioNs to stop worKiNg betweeN �000 aND �00�, by age
(Percent reporting that the reason was “very important”)
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As more and more women enter the workforce, 
researchers have become interested in how retire-
ment incentives interact in two-earner families. 
Johnson et al. (2000) used four waves of HRS 
data to describe the joint retirement decisions 
of husbands and wives. They found that people 
were less likely to retire if their spouses were still 
working than if their spouses had already retired. 
If one spouse had stopped working involuntarily 
because of health problems, though, the other 
spouse was less likely to retire than if the spouse 
had voluntarily retired. 

Using HRS data from 1992 to 2000 along with 
linked pension information, Coile (2003b) argues 
that women are highly influenced by their own 
economic incentives when making retirement 
decisions and are not simply following the leads 
of their husbands. Gustman and Steinmeier 
(2002b), looking at the value that respondents 
placed on joint leisure time, found that this 
measure accounted for much of the household 
interdependence in retirement decisions.

Another factor that may influence people’s 
retirement decisions is involuntary job loss. Past 
research on the effects of job loss often excluded 
consideration of older workers, because it was 
difficult to distinguish between “normal” retire-
ment and job displacement. HRS data afford the 
possibility to track transitions into and out of the 
labor force. A multi-wave study of such transitions 
among older workers found large and persistent 
effects of job loss on the likelihood of future em-
ployment (Chan and Huff Stevens 2001). Looking 
at people 2 years after they lost a job at age 55, 
labor force participation rates were 60 percent 
for men and 55 percent for women, compared 
with more than 80 percent for people who had 
not suffered job displacement. Four years after a 
job loss, there was still a gap of about 20 percent 
between the displaced and nondisplaced groups. 

HealtH versus fiNaNcial factors
Many studies have explored the relationship 
between health and retirement, but they often 
have differed in their conclusions as to whether 
health or financial variables are more important 
in the decision to retire. Some of the difference 
is attributed to problems with correctly measuring 
health status and some to the belief that individu-
als may report poor health as a justification for 
early retirement. One analysis of early HRS data 
(McGarry 2002) found that subjective reports of 
health more strongly influence the transition to 
retirement than do financial variables. Poor health 
was strongly correlated with the decision to leave 
the labor force. These important but basically 
unsettled questions about health reasons versus 
financial reasons for retirement are the subject of 
continuing research.

tHe role of meDicare aND  
private HealtH iNsuraNce 
HRS data have been used to probe the com-
plex relationship between health insurance and 
retirement behavior. For example, HRS data have 
proven valuable in simulating the impact of raising 
the age of Medicare eligibility as one measure for 
maintaining the solvency of Medicare, the Fed-
eral health insurance program for people age 65 
and older. One analysis implied that increasing 
the Medicare eligibility age from 65 to 67 would 
reduce overall retirement rates by less than 5 per-
cent (Johnson 2001). Approaching the issue from 
a different angle, other research concluded that 
expanding the Medicare program to cover people 
ages 62 to 64 would result in a modest increase 
(7 percent) in the retirement rate among work-
ers who currently lack employer-sponsored health 
benefits (Johnson et al. 2003). These intriguing 
findings open the door to additional studies in this 
arena.

Researchers have employed HRS data to exam-
ine other aspects of the role of health insurance 
in retirement decisions. These studies generally 
reach the same conclusion—that health insurance 
costs discourage retirement, but only modestly. 
For example, Blau and Gilleskie (2003) found 
that health insurance costs have a relatively small 
impact on labor force participation at older ages, 
at least among men. One important factor is 
whether or not an individual’s employer-provided 
health insurance coverage continues after he 
or she leaves the job. HRS data also show that 
workers whose coverage continues are more apt to 
leave the labor force early (e.g., at age 62) than 
are workers whose health insurance is “tied” to 
actually being employed (French and Jones 2004). 

Diseases aND retiremeNt
Another important use of HRS data has been 
to estimate the economic impact of particular 
diseases in terms of workforce participation and 
early retirement. For example, a study that fol-
lowed diabetics in the original (1992) HRS cohort 
over an 8-year period revealed major income and 
productivity losses associated with the disease 
(Vijan et al. 2004). Extrapolating results to the 
national level, the researchers estimated that the 
total income loss for those who were disabled at 
baseline was already an incremental $60 billion 
relative to people without diabetes. Over the 8-
year study period, individuals disabled by diabetes 
lost another $15 billion in productivity. Further, 
the diabetes-related increase in incident risk of 
disability, mortality, sick days, and retirement led 
to $59 billion in lost productivity over the same 
period. The study authors note that, with the 
rising incidence of diabetes in the United States, 
future losses in workforce participation from dia-
betes are likely to be even greater.
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treNDs iN retiremeNt timiNg 
Two studies comparing HRS data with data 
from the 1970s show how the timing of 
retirement has shifted over the past 30 years 
(Gustman et al. 1995; Gustman and Steinmeier 
2001). The fraction of workers in the HRS 
leaving the labor force at age 65 is half as large 
as studies in the 1970s indicated, while the 
proportion leaving at age 62 is twice as large. 
These studies have raised interesting questions 
about the meaning and definition of retirement. 
For example, the age of retirement was found 
to be higher if it is based on the age at which 
people report themselves to be completely or 
partially retired, rather than on hours or weeks 
of work. HRS analyses are part of a growing 
body of research seeking to characterize the 
influence that public and private pension poli-
cies, both in the United States and abroad, may 
have on the retirement decisions of millions of 
individuals. 

One innovative aspect of the HRS involves 
asking participants about matters such as life 
expectancy, bequests, and future work plans. 
For the most part, people’s expectations in 
these areas align with what eventually happens. 
For example, HRS data show a strong relation-
ship between measures of expected retirement 
and actual retirement. Perhaps, these data sug-
gest, measures of retirement expectations are 
a useful policy barometer for future behavior. 
Further, different groups’ expectations about 
working past age 65 may be changing (Figure 
2-9). People ages 51 to 56 with different levels 
of education were asked at three time points 
about the chances that they would be working 
full-time after reaching age 65. The results 
suggest that an increasing proportion of people 
in their early to mid-50s expect to be working 
full-time after age 65. The differences between 
1992 and 2004 are striking, and the highest 

FIG. 2-9
expectatioN of worKiNg full-time after age 65, by eDucatioN:  
respoNDeNts ages 51-56 iN 199�, 1998, aND �004
(Percent expecting to work after age 65)
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FIG. 2-10
cHaNge iN eDucatioNal attaiNmeNt of successive coHorts iN tHe Hrs
(Average years of schooling by birth year)
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Note: See page 16 for a description of the cohort labels.

they go to work elsewhere or retire altogether 
after accepting such offers.

In 1992, HRS participants were asked if they 
had ever been offered an early retirement window, 
and during re-interviews conducted every 2 years,  
they were asked if they had received such an 
offer since the last interview. The surveys show 
that 15 percent of Americans ages 51 to 61 
who were working in 1992 had received early 
retirement offers from their employers by the 
year 2000 (Brown 2002). The frequency of such 
offers appeared to peak in the mid-1990s. Just 
under 5 percent of workers ages 55 to 59 in 
1992-1996, compared with less than 2 percent 
of workers in that age group in 1990 and in 
2000, were offered “early-outs.”

Only about one-third of early retirement offers 
received were accepted, and about three-fourths 
of those who accepted the offers said they would 
not have retired at that time without the special, 
time-limited inducements. Slightly more than half 
of the offers accepted included cash bonuses, 
and the median amount of the bonuses (in 1992 
dollars) was $23,800—about $1,000 more than 
in rejected offers. Improved pension benefits were 
included in 36 percent of the accepted offers, but 
only in about a quarter of the rejected offers.

In general, workers who received early-out offers 
were better paid, were almost always covered by 
pension plans, and had been with their employers  
longer than workers who did not receive such offers.  
About two-thirds of workers who received an 
early-out offer were male, and about 40 percent 
were college graduates. Those receiving early-
retirement offers were 12 percent less likely to 
be employed in 2000 than those who did not 
receive such offers, with the effect of reducing 
the 2000 employment rate of this age group  
by about 2 percent, according to researcher  
estimates. However, nearly one-third of those 

levels are generally seen among those who have 
attended or graduated from college. 

Figure 2-10 demonstrates the rise in level of  
educational attainment across successive cohorts  
of older Americans. Increased education is 
associated with higher lifetime earnings and 
wealth, longer work lives, better health, and 
greater cognitive capacity to deal with complexity.  
The upward trend in Figure 2-10 will continue, 
and combined with the expectations drawn in 
Figure 2-9, may result in a very different older 
workforce fabric than that seen today. 

early retiremeNt iNceNtives
Early retirement offers influence some workers’ 
decisions to leave the workforce before the typical 
retirement age of 65. However, information about 
the prevalence and impact of early-retirement 
opportunities is not generally available in national 
household surveys, and most of what is known to 
date comes from case studies of individual em-
ployers and client surveys conducted by compen-
sation consultants. The HRS not only provides the 
first national data on trends in early retirement 
offers, but also follows workers to learn whether 
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who accepted an early retirement offer went to 
work for another employer.

graDual retiremeNt
From the outset, the HRS has consistently shown 
that three out of every four older workers have 
said they would prefer to reduce hours gradu-
ally rather than retire abruptly. Nevertheless, the 
most common retirement pattern is from full-time 
work to complete retirement. This pattern likely 
results from employers’ lack of flexibility about 
work hours (e.g., in accommodating older work-
ers’ desire to work part-time). One study followed 
working HRS participants for 6 years (to the ages 
of 57 to 67) and found that, despite the prefer-
ence for gradual retirement, only 13 percent 
called themselves “partially retired.” Approxi-
mately 45 percent reported that they had fully 
retired, while 42 percent reported that they had 
not yet retired at all. Interestingly, 17 percent of 
older workers said they had actually increased 
their work effort at some point between 1992 
and 1998, although it is not known whether the 
additional time at work reflects an increase in 
hours or a return to full-time or part-time work 
after retirement.

peNsioN plaN treNDs aND  
retiremeNt 
The recent reversal of the trend toward early re-
tirement is believed to be due, at least in part, to 
changes in retirement incentives within the Social 
Security program and to the elimination of man-
datory retirement. Another factor may be changes 
in private pension plans. Over the past 20 years, 
defined-contribution plans such as 401(k) plans 
have become much more widespread. Unlike 
defined-benefit plans with fixed annual pension 
benefits, these plans do not have the built-in 
subsidies for early retirement.

Two studies using HRS data to assess the ef-
fect of the changing pension landscape have 
concluded that pension changes have indeed 
contributed to the reversal of the trend in early 
retirement. Friedberg and Webb (2003) argue 
that the spread of defined-contribution pension 
plans helps explain the increase in labor force 
participation among older workers, and further 
suggest that the median retirement age will 
continue to rise. 

A second study looked at retirement expectations  
for HRS participants who were working in 1992 
(Munnell et al. 2003). The expected retirement 
age for workers with defined-benefit pension 
plans was 63.9 years, compared with 65.2 
years for workers with defined-contribution 
plans. The study authors identified two aspects 
of defined-benefit coverage that are responsible 
for this difference: pension plan characteristics 
and pension plan wealth. The characteristics of 
defined-benefit plans (e.g., early retirement  
incentives, lifelong benefits, and reduced 

investment risk) were estimated to move up a 
person’s expected retirement date by about 8 
months, and the amount of wealth in the plan 
moved up the expected retirement age by an 
additional 6 months, on average (Table 2-4).  
In contrast, the characteristics of defined- 
contribution plans were estimated to move  
back the expected retirement date by about  
2 months, while the amount of wealth in the 
plan moved up the expected retirement date  
by about 1 month. 

The change in the types of pension plans 
adopted by employers may do more than influ-
ence the timing of retirement, however. One 
study using HRS data found that people with 
defined-benefit plans are more likely to be “very 
satisfied” with retirement, compared with those 
without such plans (Panis 2003). Moreover, 
retirement satisfaction among people without 
defined-benefit pensions tends to sour during 
the course of retirement, while the satisfac-
tion among defined-benefit plan pensioners 

TBL. 2-4
expecteD retiremeNt ages, by peNsioN coverage cHaracteristics
(Persons who were working in 1992)

No pension  
coverage

Defined-benefit 
 pension coverage

Defined-contribution 
pension coverage

base retirement age 65.1 65.1 65.1

effect of pension plan 
characteristics

-0.7 0.2

effect of pension 
wealth

-0.5 -0.1

expected  
retirement age

65.1 63.9 65.2

 
Source: Munnell et al. 2003.
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A later analysis, of 1992 to 1998 HRS data, 
found a similar lack of knowledge among older 
workers about their pension plans (Gustman and 
Steinmeier 2004c). With HRS participants’ per-
mission, the researchers obtained Social Security 
Administration data about participant-specific 
earnings/benefits, and obtained detailed pen-
sion plan descriptions from companies offering 
private pensions. This information was compared 
with participants’ self-reported knowledge of their 
Social Security and pension values and charac-
teristics. Among respondents with linked pension 
data, only half correctly identified their pension 
plan type, and fewer than half correctly identified 
ages of eligibility within one year of the actual 
value. People who were close to retirement age 
(i.e., within 3 years) did only somewhat better at 
forecasting their ages of early retirement eligibility 
than did the sample as a whole.

Lack of knowledge appears to have real conse-
quences. One study compared the wealth and 
investment patterns of people who had received 
financial education at work with the patterns of 
those who had not, finding that financial edu-
cation was associated with higher savings and 
higher wealth (Lusardi 2004). Such findings 
underscore that educating people about retire-
ment planning makes a difference in how well 
they plan.

tHe impact of stocK marKet 
cHaNges oN retiremeNt
Changes in the stock market can have an im-
portant impact—either positive or negative—on 
older workers’ assets and decisions to retire, 
researchers tapping the HRS data have found. 
One study analyzed HRS data from 1992 to 2000 
to estimate the effect of dramatic stock market 
changes on retirement (Gustman and Steinmeier 
2002a). The study suggested that a stock market 

TBL. 2-5
retiremeNt satisfactioN, by DefiNeD-beNefit peNsioN receipt  
aND retiremeNt DuratioN: �000

Source: Panis 2003.

Not at all sastisfied moderately satisfied very satisfied

 with a Defined-benefit pension

0–1 years retired 5.6% 30.5% 64.0%

�–4 years retired 4.1 27.3 68.6

5-10 years retired 5.3 28.5 66.2

10+ years retired 5.4 27.3 67.3

           without a Defined-benefit pension

0–1 years retired 10.9% 31.4% 57.7%

�–4 years retired 13.5 32.3 54.2

5-10 years retired 11.7 36.3 52.0

10+ years retired 14.6 38.6 46.9

remains relatively constant (Table 2-5). People 
with defined-benefit plans also tend to develop 
depressive symptoms at a notably slower pace 
than those without such plans. 

KNowleDge about  
peNsioN plaNs
In the present environment of changing pen-
sion provisions and potential Social Security 
reform, knowledge and expectations about 
future public and private pension benefits have 
greater salience than in the past. Workers are 
faced with many issues and choices that have 
both a financial dimension (e.g., that related 
to financial literacy, money management, and 
knowledge about public and private programs) 
and a “future assessment” dimension (e.g., that 
related to expectations about survival, the need 

for long-term care, stock market trends, infla-
tion, and public policies).

An early assessment of older workers’ knowl-
edge about their retirement benefits painted a 
very mixed picture (Ekerdt and Hackney 2002). 
The vast majority of HRS respondents in 1992 
were aware of the eligibility ages, distributions, 
and investment options associated with their 
employer-provided pensions. When asked to 
project personal pension wealth, though, one-
third of workers in defined-benefit plans could 
not estimate an expected benefit amount, while 
one-fifth in defined-contribution plans did not 
know their account balances. More than half of 
respondents could not estimate their expected 
Social Security benefit, and one in seven did 
not know if their health insurance continued 
into retirement. 
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boom such as that experienced in the late 1990s 
can raise the likelihood of retirement by about 
3 percentage points per year for people near 
retirement age, and that the effect continues for 
several years. On the other hand, the researchers 
note, a stock market collapse of similar magni-
tude to the boom of the 1990s would produce a 
roughly equivalent reaction in the opposite direc-
tion. The investigators also found that the impact 
of a market boom is likely to be moderated by 
other factors, the most important being that many 
people nearing retirement age have rather limited 
assets overall in terms of savings or defined- 
contribution pension wealth (see Chapter 3). 

Other studies also have attempted to isolate 
certain effects of stock market changes on 
retirement behavior and well-being. One analysis 
compared retirement expectations as stated by 
HRS participants in 1992 with actual retirement 
behavior by the year 2000 (Coronado and Perozek 
2003). After controlling for a number of interven-
ing factors, the study concluded that the run-up 
in stock market prices during the 1990s induced 
HRS stockholders to retire about 7 months earlier 
than those who did not own equities. Another 
investigation focused on 2000 to 2002, a period 
when stock prices declined substantially (Kezdi 
and Sevak 2004). Combining HRS data with 
Current Population Survey data, the investigators 
found that households reduced their food con-
sumption in response to the decline in wealth. 

retiremeNt aND coNsumptioN
Studies in the United States and the United King-
dom have shown that reduced household spend-
ing at ages associated with retirement is greater 
than predicted by standard economic theory. 
This leads to the question of whether households 
realistically anticipate their retirement consump-
tion needs or are forced to lower their living 

standards beyond their expectations. Using 2000 
HRS data and information from a special 2001 
HRS Consumption module, Hurd and Rohwedder 
(2004) compared expected and actual changes 
in spending at retirement. They found that most 
people expect their spending declines to be 
greater than they actually are (Table 2-6). In other 
words, people on average seem to be pleasantly 

TBL. 2-6
expecteD aND actual cHaNges iN retiremeNt speNDiNg: �000-�001

Source: Hurd and Rohwedder 2004.

expected changes 
before retirement

actual changes  
after retirement

trips, travel, or 
vacation

Decrease 38.5% 44.7%

Same 32.5 30.4

Increase 29.0 24.9

clothing

Decrease 65.2 60.5

Same 32.8 32.9

Increase 1.9 6.6

eating out/ 
food & beverages

Decrease 52.5 40.4

Same 38.6 36.3

Increase 8.8 23.3

New Home, Home 
repairs, or Household 

items

Decrease 53.2 37.1

Same 39.4 45.5

Increase 7.4 17.4

entertainment, sports,  
and Hobbies

Decrease 46.4 44.4

Same 40.4 45.0

Increase 13.2 10.6

automobile expenses

Decrease 45.1 29.4

Same 47.3 51.0

Increase 7.6 19.6

surprised by their level of retirement resources, 
relative to pre-retirement worries about the ad-
equacy of retirement income.

eNJoymeNt of retiremeNt
Previous studies have indicated that retired peo-
ple report more loneliness and unhappiness than 
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do people who are working. One might ask whether  
retirement makes people lonely and unhappy, or 
if people who were lonely and unhappy to begin 
with are more apt to retire. A study of retired male 
HRS participants in the mid-1990s who had not 
been working for at least a year showed that the 
latter was the case. That is, unhappy and lonely 
individuals were more likely than others to retire. 
After controlling for this predisposing condition, it 
turns out that retirement actually tends to make 
people happier and less lonely (University of 
Michigan 2002).

Another researcher used 2000 HRS data to gauge 
people’s overall retirement satisfaction (Panis 

2003). When retirees were asked how satisfying 
their retirement has turned out to be, a majority 
(61 percent) said “very satisfying” (Figure 2-11). 
One-third of respondents reported moderate sat-
isfaction, and only 7 percent indicated that their 
retirement was not at all satisfying. 

HelpiNg otHers
Volunteer work is another important dimension 
of work. The HRS asks about the amount of time 
that respondents spend volunteering for charitable 
organizations. In 1998, people were asked how 
much time they had volunteered during the pre-
ceding 24 months. People ages 60 to 69 at the 

FIG. 2-12
voluNteer worK for cHaritable orgaNizatioNs, by age: 1996-1998

Note: Average hours volunteered refers to the average among respondents who volunteered some amount of 
time during the reference period.

Source: HRS 1998.
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7%

time were most likely to have engaged in  
volunteer service, with one in three people in  
that age group having done so. The proportion 
of respondents who volunteer declines as people 
reach advanced age (Figure 2-12). However, 
among those who do volunteer, the average  
number of hours increases with age. Other  
research using HRS data has shown that volunteer 
work is associated with maintaining good health 
(Luoh and Herzog 2002).
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cHapter 3: iNcome & wealtH
americans have been raised to believe it is unseemly—if not risky—to discuss money and wealth. such attitudes about money and disclosing  
personal information have made it difficult for researchers to study these variables with confidence. the Health and retirement study (Hrs) was 
designed to overcome many traditional survey obstacles by building the trust of participants and by using innovative data collection strategies that 
capture valuable information from participants with imperfect knowledge or who are unwilling to provide precise figures, while at the same time  
protecting participants’ confidentiality. 

Not only has the Hrs broken new ground in terms of how data are collected, but its blend of economic, health, and social variables also affords 
researchers unprecedented possibilities to study increasingly complex questions about the retirement transition. these detailed characterizations of 
income and wealth over time are hallmarks of the Hrs. with looming changes in social security and private pension plans, plus dramatic turns in 
recent years in the stock and housing markets, Hrs data can provide critically important insights into the pending retirement of the baby boom. for 
income alone, for example, scientists can look at trends in income distribution and composition; income differences from one generation to the next; 
patterns of income as individuals age; changes in income as people experience retirement, widowhood, and health events; and income variations 
across occupations and employers. 

this chapter examines the topics of income and wealth among older americans as they prepare for and transition into retirement. it discusses Hrs 
participants’ levels and sources of income, the relationship of health to income and wealth, pre-retirement saving behavior, wealth and its distribution 
among subgroups of older americans, the role of pension plans, and housing equity.

total income over their lifetimes, the variance in 
retirement wealth is large. For most households, 
the value of one’s home is the most important 
part of their wealth.

 many americans save little—or nothing—for 
retirement. In 1996, HRS respondents saved 
roughly 3 percent of their median 10-year 
income in the decade prior, and more than one-
third of HRS participants said they have saved 
nothing for retirement. Nearly three-fourths felt 
they had not saved enough and said they would 
save more if they had it to do over again. Only a 
third of those working said they planned to save 
more. Those in poor health who were nearing 
retirement were less likely to save for retirement. 

income group to about $120,000 in the highest 
income group among people age 85 and older. 
Social Security benefits provide more income 
than any other source for more than 60 percent 
of households whose members are age 65  
or older.

 variations in wealth among older americans are 
even more striking than variations in income. 
Married people in the lowest fifth of the wealth 
distribution have little wealth to speak of, while 
the poorest 20 percent of unmarried individu-
als have negative net worth. This contrasts with 
married and unmarried households in the high-
est fifth, averaging $1.5 million and $800,000. 
However, even among people with the same 

cHapter HigHligHts
The HRS data provide evidence that there are 
immense differences in income and wealth among 
older Americans. Further, the components of in-
come and wealth among households vary greatly, 
and the correlations between financial well-being 
and marital and health status are very strong. 

 there are enormous variations in income among 
americans over age 50. For people ages 55 
to 64, average income in married households 
ranges from about $20,000 among the poorest 
fifth of households to more than $200,000 
among the highest income group (in 2002). 
Average income levels are much lower in older 
households, ranging from $13,000 in the lowest  
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 the relationship between health and wealth 
can now be studied in a dynamic setting over 
time, and the interactions of the two are  
important for people approaching retirement. 
Unexpected health events in particular can 
mean a substantial and ongoing financial 
loss from which people may never recover. 
People who had a major unexpected health 
event, such as heart attack or stroke, in 1992 
experienced an average cumulative income loss 
of nearly $37,000 between 1992 and 2000, 
compared with $8,700 for a minor health 
event. The impact on household wealth was 
also substantial. On average, loss of earnings 
rather than out-of-pocket medical costs were 
the major factor in the loss of wealth. 

 Health also affects the composition of financial 
portfolios. Those in poor health tend to have 
less risk (that is, a lower proportion of stocks) 
in their portfolios.

 financial well-being is strongly related to the 
health of both partners. In the original HRS 
sample, average household net worth was 
$31,000 when both partners were in poor 
health but more than $400,000 when they 
were in excellent health.

 changes in marital status strongly influence 
women’s wealth. After being widowed, women 
lose significant wealth—and women’s poverty 
rate rises substantially over the course of  
widowhood—but the negative consequences 
may be worse after divorce and separation.

amouNt aND sources of iNcome
Data from the 2002 HRS show large variations  
in total household income and highlight the  
importance of particular sources of income  
(assets, pensions, Social Security, and earnings) 
by the total household-income level and age of 

HRS participants. Figure 3-1 (for married HRS 
participants) and Figure 3-2 (for unmarried HRS 
participants) divide people into five groups,  
or quintiles, to illustrate the large variation in 
income across households (i.e., the “lowest  
quintile” includes the one-fifth of HRS house-
holds in each age group that have the lowest  
income levels, and the “highest quintile” includes 
the one-fifth of HRS households in each age 
group that have the highest income levels). 

Figure 3-1 highlights the differences in 2002 
income and sources of income within each age 
group of married respondents. For example, 
among participants ages 55 to 64, average 
household income for those in the middle income 
group (i.e., the third quintile) is about $60,000, 
compared with about $20,000 in the lowest 
income group and well over $200,000 in the 
highest income group. The majority of income for 
people ages 55 to 64 comes from salary and/or 
hourly wage earnings, although Social Security 
retirement benefits become important for many 
households after age 62, and Social Security 
disability benefits are important for some before 
age 62. Only in the lowest quintile, where earn-
ings from work are low, are earnings and Social 
Security equally important. 

With increasing age, the absolute amount of 
income drops significantly. Here, too, income 
levels differ greatly between the highest income 
group and the other income groups, and the 
composition of income also varies by quintile. 
Earnings are a much smaller part of total income 
in households after age 65, representing a large 
fraction of total income only in the highest fifth 
of participants ages 65 to 74, while pension and 
Social Security benefits account for at least two-
thirds of total income in the other age groups. 
Because Social Security benefits are more evenly 
distributed across the population than are other 
income sources, they constitute a larger share of 

total income when total income is low than when 
it is high. At age 65 and above, Social Security 
benefits provide more income than any other 
source for over 60 percent of households, regard-
less of marital status. 

Income from assets, including stocks, bonds, 
checking accounts, certificates of deposit (CDs), 
rental properties, and business/farm holdings, 
is a major contributor to total income only in 
the highest household-income group. For these 
households, however, income from assets is quite 
important, and becomes especially so at age 85 
and older. Within married households in the high-
est income group, asset income rises dramati-
cally with age, comprising 16 percent of total 
income at ages 55 to 64, 21 percent at ages  
65 to 74, 26 percent at ages 75 to 84, and  
56 percent at age 85 and older. 

The income-source patterns for unmarried HRS 
participants are generally similar to those for 
married households, although overall income 
levels in one-person households are much lower 
(Figure 3-2). The average household income for 
the middle quintile of unmarried people ages 65 
to 74 is $17,000, compared with nearly $42,000 
for married households. Assets produce a smaller 
amount of total income among unmarried people, 
whereas Social Security benefits are relatively 
more important to unmarried people than to mar-
ried people. For example, Social Security benefits 
constitute 42 percent of total income for unmar-
ried people ages 65 to 74, versus 29 percent for 
married people in the same age group.

pre-retiremeNt saviNg beHavior
Given the large variation in household income, it 
may not seem surprising that households reach 
retirement with very different levels of wealth. 
What is considerably more surprising, however, 
is that the variance in retirement wealth is large, 
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FIG. 3-1
compoNeNts of HouseHolD iNcome for marrieD respoNDeNts, by age aND iNcome QuiNtile: �00�
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FIG. 3-2
compoNeNts of HouseHolD iNcome for uNmarrieD respoNDeNts, by age aND iNcome QuiNtile: �00�
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even among people with the same total income 
over their lifetimes (Venti and Wise 1998). In an 
effort to find out why, investigators have used the 
HRS data to examine thinking and behavior when 
it comes to personal savings. For example, a study 
using HRS data from 2000 found that a notable 
proportion of participants with 401(k) plans hold 
large amounts of their employers’ stock in these 
plans, thus increasing the volatility and risk of 
their retirement wealth relative to portfolios that 
are more diversified in terms of common stocks 
and other assets (Poterba 2004). 

HRS data analysts have found that many older 
Americans do not save enough—or save noth-
ing—for retirement. Data from a 1996 HRS experi-
mental module indicate that the median amount 
saved by people over the prior 10 years was about 
$10,000—roughly 3 percent of their median  
10-year income. Upon reaching retirement, about 

40 percent of participants had the same amount 
(or less) of savings as they had 10 years earlier. 
More than one-third of participants had saved 
nothing for retirement. Nearly three-fourths of  
people surveyed felt that they had not saved 
enough, and the vast majority of that group said 
they would save more if they had it to do over again. 

Although most working participants said that their 
prior saving rates had been too low, only one-third 
planned to start saving at a higher rate. The most 
common reason for not increasing savings was 
“low income.” A subset of participants was asked 
what they would do with the unexpected money  
if they were given a hypothetical windfall. About 
70 percent said they would save it. There is little 
evidence, however, that people will actually  
change their behavior given their anticipated 
incomes, the study concludes (Hurd 1996).

A more recent analysis of HRS data from 1992 
through 2002 estimated retirement-saving short-
falls and explored whether or not such shortfalls  
correlated with the likelihood of continued work at  
ages 62 and 65 (Au et al. 2005). The researchers  
looked at three categories of likely retirement as-
sets: financial wealth, which includes business  
assets, stocks, bonds, individual retirement 
accounts (IRAs), and bank accounts; net home 
equity; and retirement wealth, based on the 
actuarial present value of future benefits from 
Social Security and/or private pensions. This 
asset information was used to derive households’ 
projected shortfalls for retirement at ages 62 and 
65, assuming typical household consumption.

The study found that the median married-couple  
household with an average age of 56 would need 
to save 17 percent more of its present earnings 
to be able to afford to retire at age 62 without a 
significant change in lifestyle. By delaying retire-
ment until age 65, the shortfall was reduced 
by 40 percent, to around 10 percent of present 
earnings. The shortfalls were larger for house-
holds with unmarried people, but a proportionally  
greater gain could be achieved by delaying retire-
ment until age 65. Controlling for a number of 
possible confounding factors, the researchers 
found that people, especially unmarried people, 
in households that have the greatest saving 
needs do in fact work longer, suggesting that 
people in this group recognize likely shortfalls 
and extend their working lives.

Research using early HRS data has also found that 
health makes a difference in how much people 
save for retirement. Lum and Lightfoot (2003) 
found that good health was strongly correlated with 
the probability that someone nearing retirement 
age would contribute to an IRA, as well  as with 
the total amount of money invested in IRAs. For 
married people, spouses’ health correlated with 
participants’ access to employer-sponsored 

FIG. 3-3
meaN iNcome for marrieD-persoN HouseHolDs, by self-reporteD  
HealtH status: �00�
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uNexpecteD HealtH eveNts  
aND iNcome
Serious health problems often arrive unexpect-
edly, changing many things in the lives of older 
households. Chapter 1 describes research on 
the impact of these unexpected health events 
on work and retirement. Researchers employ-
ing HRS data have also examined the impact of 
these health shocks on household income and 
wealth. One study estimated the impact of health 
events on cumulative household income over a 
10-year period (Smith 2003). The analysis began 
by identifying major and minor health events 
experienced by the original (1992) HRS cohort 
between 1992 and 1994. Major events 
were defined as the onset of cancer, a 
heart condition, a stroke, and/or 
lung disease, and minor 
events were defined as 

FIG. 3-4
meaN iNcome for uNmarrieD-persoN HouseHolDs,  
by self-reporteD HealtH status: �00�
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pensions, which in turn led to a higher probability of 
contributing to IRAs. This study highlights the policy 
implications of encouraging retirement savings 
among those whose health costs might otherwise 
deter participation in savings plans.

HealtH aND iNcome 
A novel aspect of the HRS is its joint focus on 
health and economic circumstances. The data 
demonstrate a strong relationship between self-
reported health and income (Figures 3-3 and 3-4).  
In 2002, married and unmarried HRS participants  
reporting the poorest levels of health also reported  
the lowest mean household incomes, and, in 
the other direction, better health correlated with 
higher income. (An even sharper gradient was 
found for health and wealth, as discussed above.) 

The data also show a large gender disparity in 
income for unmarried people at each level 
of self-reported health, with women 
reporting lower incomes than men. 
These sharp differences were 
not seen among married 
HRS participants.
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other studies have contrasted people who do and  
do not claim benefits early, with variables of study  
ranging from marital status to disease and health 
factors to educational status to union/non-union 
membership to employer incentives (see, for 
example, Burkhauser et al. 1996, Hurd et al. 
2003, and McNamara et al. 2003).

coNversioN of iNvestmeNts to 
aNNuities
Annuities are income payments made on a 
scheduled basis over a set amount of time, 
often for the life of the recipient. Social Security 
benefits and many older defined-benefit pensions 
are payments of this type. Annuities can also be 
purchased. Converting wealth into an annuity for 
life provides guaranteed consumption and insur-
ance against outliving one’s wealth. While this 
concept may seem attractive in the abstract, few 
people convert their investments into annuities, 
even though a large and growing proportion of 
the older population has participated in defined-
contribution plans and/or contributed to IRAs. 
Looking at patterns over the 10-year period 1992 
to 2002, one study found that only 4 percent of 
HRS participants with defined-contribution plans 
who left their jobs at age 55 or older annuitized 
their balances when they left (Johnson et al. 
2004). Furthermore, only 13 percent of older 
HRS participants who withdrew funds from their 
IRAs converted the withdrawals into annuities. 

One interpretation of these findings is that house-
holds and individuals prefer lump-sum payments, 
especially if they have another source of annuity 
income, such as Social Security. Alternatively, 
older adults may feel they can rely on family 
members for financial support in times of need, 
and prefer to consume or bequeath retirement 
benefits as desired. Another analysis suggests 
that voluntary annuitization rates are low among 

FIG. 3-5
cumulative iNcome effects of New HealtH sHocKs: 199�-�000

Source: Smith 2003.

Major Health Shock

Income Loss

Income Loss & 
Medical Expenses

Minor Health Shock

Income Loss

Income Loss & 
Medical Expenses

$36,884

$48,941

$8,727

$11,544

social security beNefit  
acceptaNce
Economists and others have long been interested 
in understanding how Social Security and pension  
incentives affect retirement decisions and saving 
behavior. Most people have the option of claiming 
Social Security benefits any time between age 
62 and age 70, with the annual benefit amount 
higher the older one is when benefits start. An 
important question is whether or not people 
choose the most economically advantageous 
age at which to start. In one study, investigators 
obtained earnings histories from the Social  
Security Administration (for HRS participants 
who permitted their records to be used) to 
determine if people were making Social Security 
claims to their maximum advantage (Gustman 
and Steinmeier 2000b). The data presented in  
Table 3-1 suggest that people who retire partially 
or completely, especially those under the age of 65,  
are claiming their benefits too early to maximize 
the expected value of these benefits. Numerous 

all other chronic disease onsets. The researchers  
then estimated the income effect of a given 
health event for each 2-year interval during  
1992 to 2000, and the increased medical  
expense associated with each event. 

The cumulative income loss over the 8-year 
period averaged nearly $37,000 for people 
who experienced a major health event, and 
$8,700 for those who experienced a minor 
health event (Figure 3-5). When increased 
medical expenses were factored in, the 
amounts rose to approximately $49,000 and 
$11,500, respectively. The analysis found no 
evidence that households regained lost income 
in subsequent years, meaning that the initial 
income losses persisted. It also appeared 
that members of low-income households were 
much more likely than those in higher-income 
households to leave the labor force after a 
health event.
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current retirees because a large proportion of 
the current HRS cohorts’ wealth is already in 
the form of annuities (i.e., Social Security and 
defined-benefit plans are more important than 
401(k)s in older cohorts). This situation is likely 
to change as younger cohorts reach older age 
with a higher fraction of wealth in defined- 
contribution accounts (Dushi and Webb 2004).

wealtH aND its DistributioN
Income is an important component of old-age 
security, but the most critical determinant of 
post-retirement well-being may be the accumula-
tion of wealth. For many older people, wealth may 
be the primary source of support after sources of 

TBL. 3-1
social security beNefit acceptaNce, by age aND retiremeNt status:  
Data from tHe 1990s

Notes: Data are from the first 4 waves of the HRS, from 1992 through 1998. Benefit acceptance excludes respondents who 
had ever received Supplemental Security Income (SSI) or Social Security Disability Insurance (SSDI) before age 65.

Source: Gustman and Steinmeier 2000a.

age

6� 63 64 65

percentage accepting benefits

Not retired 12% 22% 20% 42%

partially retired 65 77 80 90

completely retired 70 84 89 92

percentage of acceptors for whom acceptance was optimal

Not retired 4% 9% 9% 36%

partially retired 13 24 23 64

completely retired 17 29 38 66

income, such as earnings from work, are no longer 
available. This chapter discusses wealth in terms 
of financial “net worth,” which is a combination of 
four different types of wealth: the value of one’s 
home(s) after deducting mortgages or other home 
equity debt; the value of IRAs; investments in 
stocks and bonds; and the value of other assets, 
including businesses or farms, real estate, check-
ing accounts, CDs, transportation, and other items, 
again after deducting “negative assets” in the 
form of debt. This definition of net worth includes 
traditional measures of wealth but does not include 
entitlements to Social Security or the value of fu-
ture pension income. (A more complete estimation 
of wealth that includes those items is described in 
the box on page 66.)

The 2002 HRS data reveal enormous inequality in 
older adults’ wealth, even more than was described 
earlier with regard to income. As shown in Figures 
3-6 and 3-7, regardless of age and marital status, 
HRS participants in the lowest quintile for net 
household worth have very low net worth. Indeed, 
average net worth for unmarried respondents in the 
lowest quintile is negative for all but the 75 to 84 
age group. In stark contrast, married households in 
the highest wealth quintile have net worth averag-
ing nearly $1.5 million, roughly six times the net 
worth (about $250,000) of those in the middle 
group. The findings are similar for unmarried 
households, with the average net worth of the high-
est wealth quintile being approximately $800,000. 
Among unmarried households, however, the relative 
difference between high and middle is even greater 
than that for married households (i.e., a ratio of 
about 10 to 1). 

While the value in 2002 of homes, IRAs, stocks 
and bonds, and other assets was exponentially 
greater in the wealthiest group, the composition, 
magnitude, and distribution of wealth is in fact 
broadly similar across age categories. For both 
married and unmarried participants, net worth 
is somewhat greater in the 65 to 74 and 85 and 
older age groups. The value of one’s home is the 
most important component of wealth in a major-
ity of U.S. households. In the lower four wealth 
quintiles, the value of one’s home is greater than 
any other single component (except among unmar-
ried people in the lowest quintile, for whom home 
wealth is negative). Net worth in stocks and bonds 
is greater than savings in targeted retirement plans 
such as IRAs and 401(k)s, although the latter have 
become increasingly important over time. Married 
participants consistently report more retirement-
plan wealth than do their unmarried counterparts, 
although the amounts are quite small or nonexis-
tent among people age 85 and older.
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FIG. 3-6
compoNeNts of Net HouseHolD wortH for marrieD respoNDeNts, by age aND wealtH QuiNtile: �00�
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FIG. 3-7
compoNeNts of Net HouseHolD wortH for uNmarrieD respoNDeNts, by age aND wealtH QuiNtile: �00�
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the data in Figures 3-6 and 3-7 tell an inter-
esting story but paint an incomplete picture 
of wealth in the united states. wealth is a 
difficult concept to measure completely be-
cause a good portion of one’s wealth in older 
age may be in the form of claims to income 
in the future such as social security benefits 
or pensions. wealth in the form of cash today 
can be used to purchase an annuity that will 
provide future income, but in general it is 
not possible to “sell” one’s claims to social 
security or pension benefits for cash today. 
Nevertheless, it is analytically useful to put 
social security and pensions on the same 
footing as cash or mutual funds by comput-
ing an equivalent amount of wealth for them. 
analysts refer to this wealth equivalent as the 
present discounted value of future benefits. it 
is calculated using a discounting formula that 
takes into account the fact that a dollar 10 
years from now is worth less to someone than 
a dollar today. 

researchers are now using Hrs data to devise 
more comprehensive measures of wealth that 
include the discounted value of future entitle-
ments. one effort divided household wealth 
into seven categories: the present discounted 
value of social security benefits, the present 
discounted value of defined-benefit pensions, 
the present discounted value of other annui-
ties, the current value of retirement accounts, 
all other net financial wealth, housing equity, 

tbl. 3-�
average aND meDiaN HouseHolD wealtH, by wealtH compoNeNt: �000

Notes: The median HRS household has no wealth from a defined-benefit pension or from another type of annuity. 
Therefore, the median values for these variables are zero.

*Total median household wealth is not the sum of the table rows.

Source: Poterba 2004.

wealth component average median

social security $160,700 $159,900

Defined-benefit pension $136,300 $0

other annuity $5,000 $0

retirement accounts $94,300 $4,500

other financial wealth $181,600 $30,000

Housing equity $104,200 $70,000

other wealth $129,500 $15,000

total $811,600 $454,800*

and all other wealth (poterba �004). this 
study used an innovative methodology to 
determine the present discounted value of 
different future entitlements. social security 
wealth was calculated using reported social 
security payments of Hrs participants who 
were receiving social security and the ex-
pected social security payments reported by 
people who were not yet receiving benefits. 

future payments were then discounted using 
demographic mortality tables and adjusted 
using social security administration (ssa) 

assumptions about future interest and inflation 
rates. other defined-benefit payments were 
assumed to be fixed in nominal terms and were 
discounted using the ssa interest rate. Data 
on defined-contribution plans were collected 
from a special Hrs employment module and 
included in the “current retirement accounts” 
category. they included the retirement-plan 
balances that workers have at their current jobs, 
plus any balances from previous employers.

by combining these estimates with other cat-
egories of wealth, the study estimated average 

refiNiNg tHe measuremeNt of wealtH
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marriage aND wealtH
The unique design of the HRS—following both 
people in a married couple over time—permits 
examination of changes in marital status over 
time while estimating the economic, health, and 
social effects of such changes. As discussed 
throughout this publication, HRS data show that 
economic well-being in later life is linked to marital  
status—that married older couples have higher 
incomes and greater wealth than those of 
unmarried individuals. A change in marital status 
because of death or divorce can dramatically 
change a person’s financial situation, however, and  
with the significant rates of divorce, remarriage, 
and reorganizing of families in recent decades, 
the HRS provides data on the consequences of 
changes in family structure. 

Women lose more than the companionship of a 
spouse when they are widowed—their wealth  
suffers significantly as well. One study focused 
on the original (1992) cohort of female HRS  
participants ages 51 to 61, tracking their net 
worth from 1992 to 1998 (Weir et al. 2002)  
(Figure 3-8). They compared three groups of 
women: those who were married in 1992 and 
stayed married through 1998, women who were 
married in 1992 but became widowed before 
1998, and women who were widows in 1992  
and stayed unmarried through 1998. The median 
wealth in 1992 of women who were newly 
widowed between 1992 and 1998 was lower 
than that of other married women in 1992, 
indicating that poorer married couples are more 
likely to be widowed in the first place. Further, 
the new widows’ wealth declined both absolutely 
and relatively over those 6 years. In contrast, 
women who were widows at the beginning of the 
HRS and who remained unmarried had constant 
net worth over time, and women who were married  
throughout the period saw their household net 
worth rise. 

and median household wealth balances for 
the year �000. Table 3-2 shows amounts 
for all Hrs households combined, although 
the research also estimated balances for 
different types of households (e.g., those 
with and without retired residents, and 
single-person households). as would be ex-
pected with the inclusion of pension wealth, 
the total average amounts are higher than 
those using alternate definitions of wealth 
or net worth (see Figure 3-10 for example). 

Table 3-2 also demonstrates the importance 
of considering medians instead of means 
(averages). as noted above, the distribution 
of wealth is highly skewed. more than half 
of Hrs households in �000 had neither 
a defined-benefit pension plan nor wealth 
in the “other annuity” category. median 
amounts for the other five component 
categories also were lower than the aver-
age amounts. therefore, the median wealth 
value is substantially less than the average 
value. focusing on medians may give a 
truer and more useful picture of wealth in 
the aging united states.
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Negative economic consequences for people 
who divorce or separate are even stronger than 
for those who become widowed, according to an-
other analysis using early HRS results (Wilmoth 
and Koso 2002). Women’s economic status was 
more influenced by a marital dissolution than 
was men’s, although the differences tended to 
evaporate among people who remarried. Remar-
riage appeared to offset the negative impact of 
a marital dissolution, while cohabiting did not 
offset the negative impact. Cohabiting people 
had wealth reductions that were similar to those 
of their single counterparts. 

peNsioN wealtH
With the present shift away from defined-benefit 
programs toward defined-contribution programs, 
pension-policy experts are concerned that individu-
als with greater “control” over their pension assets 
may choose to spend their assets quickly. In other 
words, retirees might exhaust lump-sum distribu-
tions and/or defined-contribution payouts shortly 
after retirement, thereby leaving them at financial 
risk in later years. Two investigations of early HRS 
results found that this was not a widespread phe-
nomenon. Engelhardt (2001) found little evidence 
that dipping into pension funds decreased retire-
ment wealth. People who drew on future pensions 
did so in very modest amounts, while preserving 
most of their accumulations for retirement. Simi-
larly, Gustman and Steinmeier (2000a) calculated 
that less than 10 percent of pension wealth was 
lost because people cashed out their benefits after 
leaving a pension-covered job. 

Both Engelhardt (2001) and Gustman and Stein-
meier (2000a) used early HRS data for people 
ages 51 to 61 in 1992, but cautioned that their 
findings might change fairly quickly over time. 
If younger workers’ attitudes toward saving and 
retirement expectations differ from those of 
today’s older workers, the early HRS findings 
could underestimate the eventual retirement 
income security of future retirees. Greater access 
to funds could induce workers to use them for 
purposes other than those for which pensions are 
intended. Moreover, the changing nature of pen-
sion systems will almost certainly affect retire-
ment planning and behavior. 

agiNg aND HousiNg eQuity
Figures 3-6 and 3-7 show that homes are the 
most important single asset for a large proportion 
of older Americans. However, researchers  
interested in the economics of aging want to  

FIG. 3-9
poverty rate for wiDows, by  
DuratioN of wiDowHooD: 1998
(Percent in poverty)
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Source: Weir et al. 2002.

FIG. 3-8
cHaNges iN womeN’s HouseHolD  
Net wortH, by marital status:  
199�–1998
(Women ages 51-61 in 1992)
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Source: Weir et al. 2002.

The same study used HRS data to investigate the 
economic consequences of a husband’s death for 
women’s poverty rates (Weir et al. 2002). Although 
the HRS was not designed to collect extensive 
retrospective data on events prior to a participant’s 
entry into the study, it does include questions 
about the timing of marriages. From this, research-
ers calculated for all widows surveyed in 1998 the 
date at which they most recently became widowed, 
and thus the length of time they had been wid-
owed. For women widowed 2 or more years, the 
poverty rate was essentially the same for widow-
hood durations up to 11 years. However, the pov-
erty rate increased substantially over the course of 
widowhood, rising to 22 percent for those widowed 
more than 20 years (Figure 3-9).
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understand the extent to which people use hous-
ing equity to support their consumption during re-
tirement. People can spend down or consume the 
equity value of their homes in a number of ways, 
including through reverse mortgages, refinancing, 
and home equity loans. One study of HRS data 
from the 1990s considered two other ways that 
households can change their home equity: first, by 
ceasing to own a home at all, and, second, by sell-
ing one home and moving to a less valuable one 
(Venti and Wise 2001). The data show that house-
holds in general are unlikely to discontinue home 
ownership, even after the death of a spouse or a 
family member’s move to a nursing home. When 
a home is sold, it is much more common to buy 
another rather than discontinue home ownership 
altogether, and the new home tends to be more 
expensive than the previous one, thus increasing 
the value of home equity.

There is an age threshold, however, at which the 
change in housing value shifts direction. HRS 
data show that in the 1990s, housing equity 
increased until about age 75 and then declined 
slightly as household members grew older. For 
people age 70 and older as a whole, housing 
equity declined about 1.8 percent per year; most 
of this decline is accounted for by an 8 percent 
annual decline among households that experi-
enced a death or major unexpected health event 
(Walker 2004). Further study of people age 70 
and older indicates that the death of a wife is 
more likely to spur the widower to sell than vice 
versa. Poor, married homeowners appear to be 
more likely than their wealthier counterparts to 
consume their housing wealth.

wealtH aND HealtH 
An important finding from the HRS is the strong 
correlation between health and wealth. In 2002, 
the mean household wealth (using the net worth 
concept described above) of married couples 
reporting excellent health was approximately 
three times that of married couples reporting poor 
health (an average of $500,000 compared with 
$164,000) (Figure 3-10). The relative difference 
among unmarried HRS participants is even more 
striking, with average household wealth for those 
reporting excellent health more than five times 
greater than for those reporting poor health.

FIG. 3-10
HealtH aND Net wortH: �00�
(Mean household net worth in dollars)

Self-Reported Health
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The joint health status of husbands and wives 
also is closely correlated with net worth, as 
illustrated by data in Table 3-3 from the initial 
(1992) wave of the HRS. With a few excep-
tions, the column and row amounts decline 
steadily. The joint relationship can be seen 
by focusing on the diagonal sequence of cells 
from the upper left of Table 3-3 (both part-
ners reporting excellent health) to the lower 
right (both partners reporting poor health). As 
shown, average household net worth was more 
than $400,000 when both partners were in 
excellent health, compared with $31,000 when 
both partners were in poor health. The reasons 
for this relationship are numerous and inter-
twined. How wealth and health may influence 
each other is a topic of ongoing research using 
new waves of HRS information.

Wealth is also related to the risk of death.  
One study linking 1992 HRS data to HRS 
participant deaths between 1992 and 1998 
found that greater wealth reduces the risk of 
death even after controlling for other socioeco-
nomic and demographic factors (Bond Huie et 
al. 2003).

FIG. 3-11
impact of New HealtH problem iN 199� 
oN total wealtH aND out-of-pocKet 
meDical expeNses: 199�-1996
(People ages 51-60 in 1992)

Source: Smith 1999.
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uNexpecteD HealtH eveNts 
aND wealtH
Unexpected health events can greatly increase 
medical expenses while reducing household 
wealth (Smith 1999). Among people ages 51 
to 60 in the original (1992) HRS cohort who 
experienced a mild health problem in 1992, 
total medical expenses between 1992 and 
1996 averaged $2,500, although out-of-pocket 
medical expenses were less—an average of 
$635 (Figure 3-11). However, these individuals’ 
wealth declined by more than $3,600 between 
1992 and 1996. 

For those experiencing the onset of a severe 
health condition in 1992, total medical expens-
es between 1992 and 1996 were much more 
substantial, averaging almost $29,000. Less 
than one-tenth of these expenses—an average 
of $2,266—was paid out-of-pocket. During 
the same time period, the wealth of the same 
group declined by almost $17,000—nearly five 
times the decline for mild health onsets. The 
researcher estimated that the $17,000 wealth 
reduction was approximately 7 percent of 

household wealth, but suggested that the eventu-
al impact on wealth may be even greater because 
health problems can persist over time.

An analysis of gender differences in health and 
wealth, using HRS data for 1992 through 1998, 
concluded that unexpected health events may 
have a greater financial impact for women than 
for men because women are less likely than men 
to have public or private disability insurance 
(Ward-Batts 2001). This study also considered 
the gender-specific impact of certain disease 

TBL. 3-3
meaN HouseHolD Net wortH, by HealtH of HusbaND aND wife: 199�

wife’s Health

excellent very good good fair poor

H
us

ba
nd

’s
 

H
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lt
h

excellent $416,809 $420,724 $301,972 $202,431 $155,842

very good $360,354 $375,032 $242,435 $158,112 $84,907

good $341,576 $243,494 $195,821 $154,110 $86,214

fair $237,077 $224,258 $108,618 $193,806 $160,248

poor $171,877 $117,314 $133,053 $95,302 $30,995

 
Source: Willis 1999.
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onsets, pinpointing diabetes, stroke, and lung 
disease as having especially negative wealth  
effects for women.

Health status not only is linked to the amount 
of wealth, but also may be associated with the 
composition of household wealth portfolios. A 
study using HRS data for 1992 to 1998 found 
that poor health decreases the probability of 
holding certain types of assets, and that people 
in poor health tend to have relatively “safe” 
portfolios compared with those of people in good 
health (Rosen and Wu 2003). For this study, the 
researchers specified four categories of assets: 
“safe assets” (money market funds, checking and 
savings accounts, CDs, U.S. Treasury bills, and 
Government savings bonds), retirement accounts 

TBL. 3-4
HealtH status aND HouseHolD portfolio DistributioNs: Data from tHe 1990s

Notes: A person is “healthy” if she/he reports having excellent, very good, or good health. “Sick” refers to people reporting fair or poor health. Proportions held in asset categories were  
calculated only for people with positive financial wealth, and may not add to 100 percent due to rounding.

Source: Rosen and Wu 2003, based on the first four waves of the HRS (1992-1998).

probability of Holding asset proportion Held in asset category

Health status safe retirement bond risky safe retirement bond risky

singles singles

Healthy 78 35 5 25 61 23 2 15

sick 52 11 2 8 78 12 1 9

married couples married couples

both Healthy 88 53 9 38 50 30 2 19

one spouse 
sick 78 32 4 21 65 21 2 12

both spouses 
sick 65 21 2 12 75 18 1 7

(IRAs and Keogh plans), bonds (corporate, 
municipal, foreign, and bond funds), and “risky 
assets” (stocks and mutual funds). 

Table 3-4 shows that, for both unmarried and 
married people, being healthy increases the 
likelihood of having each of the asset types. For 
example, 25 percent of healthy unmarried people 
hold risky assets, compared with only 8 percent 
of sick unmarried people (i.e., those reporting fair 
or poor health). Thirty-eight percent of married 
couples in good health hold risky assets, with the 
proportion declining to 21 percent if one spouse 
reports fair or poor health to 12 percent if both 
spouses report fair or poor health. Table 3-4 also 
shows that health status is related to the propor-
tion of wealth in each asset category. Unmarried 

sick people have 78 percent of their wealth in 
safe assets, whereas healthy single people have 
61 percent of their wealth in safe assets. Couples 
with both spouses sick hold three-quarters of 
their assets in safe instruments, compared with 
half for healthy couples.
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a major policy debate in recent years has centered around expanding 
the scope of individual choice with regard to financial decision mak-
ing. in this context, researchers and policy planners have become 
increasingly interested in knowing how well older americans will adapt 
to trends in both the private and public sectors. the Hrs poses to 
participants a large number of subjective probability questions which, 
in one sense, can be considered to be a large psychometric test of 
probabilistic thinking among more than �0,000 individuals. thus, for 
the first time, researchers can provide empirical evidence about the 
relationship between probabilistic thinking and financial behavior for a 
nationally representative sample of households. 

one pioneering analysis constructed a measure of preciseness in 
probabilistic answers and related this to the likelihood of holding risky 
household assets and to the rate of growth of household net worth 
(lillard and willis �001). two results emerged: first, there was a wide 
range in the precision of probabilistic thinking throughout the popula-
tion, and second, more precise probabilistic thinking led people to be 
willing to take more risks and to enjoy greater increases in wealth. at 
first blush, such a finding might be used to justify fears about expand-
ing the scope for choice through iras, because significant portions of 
the population will be unable to exploit the benefits of choice. However, 
the study authors hasten to point out that this is a preliminary finding, 
and that the next step is to explore the degree to which individuals 
reduce uncertainty through experience with financial management (and  
therefore become better able to manage their own affairs to their benefit). 

for further information about subjective expectations, see page 36.

probabilistic tHiNKiNg aND fiNaNcial beHavior 
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cHapter 4: family cHaracteristics &  
      iNtergeNeratioNal traNsfers
families are important. family background shapes health and economic outcomes throughout life. in our modern society, families are still the central 
organizing unit for economic support and for providing care for those physically unable to care for themselves. understanding families, and how indi-
viduals and families change with age, has been a central concern behind the design of the Health and retirement study. 

the Hrs provides uniquely detailed data on sharing, or “transfers,” of time and help, money, and dwellings across generations within families. these data per-
mit analysts to examine how family needs and obligations affect health and retirement decisions and the well-being of americans as they age. in the long 
run, the Hrs data will be important for determining the extent to which financial transfers to relatives boost or curtail savings for retirement, the links between 
parental support to children and future assistance from those children, and the links between help from children and the transfer of assets through bequests.

family structure has been an important area of interest for researchers examining data gathered through the Hrs. much of this work to date pertains 
to the role in life that people assume (e.g., whether one is married, has children, or cares for grandchildren), although some studies have dealt with 
transitions between roles, such as from marriage to widowhood. other studies have considered links between family structure and living arrangements 
(e.g., the effects of family structure on the probability of nursing home admission), family and health, and the family and economic realms.

this chapter summarizes some of the research that has used Hrs data to study family characteristics and intergenerational transfers. topics dis-
cussed include Hrs participants’ living situations; the relationships of living arrangements, marriage, and childlessness to health; the impact of 
multiple life roles on well-being; bequests; and the extent of intergenerational sharing of time, money, and co-residence.

residing in States with strong Medicaid commit-
ments to home- and community-based care, are 
influential in allowing a family member to stay 
in the community rather than enter a nursing 
home. For those over age 70 with disabilities, 
receiving personal care all or some of the time 
from a child reduces the chances of receiving 
care in a nursing home by 60 percent. 

 there are enormous economic costs of providing 
informal caregiving to people with chronic health 
conditions. Analyses suggest that devoting time 
to informal care of older parents may be incom-
patible with having a full-time job in middle age. 

 parents do not support their children equally. 
A child’s financial situation, age, marital status, 

participants have a child living with them, an ad-
ditional 51 percent of older households say that 
they have at least one child living within 10 miles. 

 there is an association between family sta-
tus and well-being. Marriage, in particular, is 
associated with better economic status, fewer 
self-reported symptoms of depression, and 
health advantages across a broad spectrum of 
chronic disease conditions, functional prob-
lems, and disabilities. Marital disruption results 
in substantial loss of both income and assets, 
especially for minorities.

 family help and public programs help keep 
older people in the community. The HRS data 
show that availability of family help, as well as 

cHapter HigHligHts
The HRS tells us that people over 50 are not 
generally dependent on their families. Rather, on 
average, they provide significant economic help 
to their children and grandchildren. The HRS tells 
us that:

 most older americans live in homes they own. 
Some 79 percent of HRS participants live in a 
dwelling that they or their spouse own. The rate 
of home ownership declines with age, but more 
than half of people age 85 and older still live in 
their own homes. 

 many older adults live with or close to one of 
their children. While only 11 percent of HRS 
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number of children, home ownership status, 
proximity, and level of education affect par-
ents’ decisions about whether to give money to 
their children and how much to give. 

 the value of informal care provided to people 
with dementia and chronic illnesses amounts to 
billions of dollars annually. The yearly costs of 
informal care by family and friends for dementia 
is estimated to be $18 billion. Added to the 
costs of informal care for diabetes, incontinence,  
stroke, and depression, the figure rises to nearly 
$60 billion. These costs need to be added to 
the other costs of disease, including the medical 
costs, personal care provided outside of the 
family, and loss of income for wage earners  
who are ill. 

liviNg situatioNs
In 2002, a large majority of HRS participants 
(79 percent) lived in a dwelling that they owned. 
Although the rate of home ownership declined with 
age (Figure 4-1), more than half of people age 85 
and older resided in homes they owned. One in 
eight HRS participants lived in rental housing. The 
proportion of people living in nursing homes or 
assisted living facilities was very low among those 
ages 55 to 74, rising to 7 percent among the 75 
to 84 age group and then more steeply to nearly 
20 percent among those age 85 and older. 

liviNg arraNgemeNts  
aND HealtH 
HRS data have been used to probe the links 
between living arrangements and measures of 
physical, cognitive, and emotional well-being in 
late midlife. Married couples living alone or with 
children have been shown to have the highest 
levels of functioning, whereas single adults living 
in “complex” households (e.g., unmarried people 

living with others) have the lowest levels of 
functioning. Relative functional deficits for those 
living in complex households were reduced, but 
not eliminated, when demographic characteris-
tics and household resources and demands were 
taken into account (Waite and Hughes 1999; 
Hughes and Waite 2002).

Figure 4-2 shows proportions of HRS participants 
with different combinations of living close rela-
tives. In 2002, about 45 percent of participants 
ages 55 to 64 had a partner, parent or parent-
in-law, and at least one child who was living. 
This percentage dropped sharply in the older 
age groups. Nearly 70 percent of the youngest 

participants had both a partner and child(ren) 
who were living. Among participants age 85 and 
older, less than one-fifth had both a partner and 
child(ren). The percentage of people with at least 
one living child was high and fairly consistent 
across age groups. Figure 4-2 appears to indicate 
declining numbers of close living family members 
as age increases, but it should be noted that the 
loss of parents and spouses is often numerically 
compensated by children and grandchildren.  
Nevertheless, a substantial proportion of single 
men are childless; as they age, these men may 
have only their own resources and public programs 
to rely on for financial and other support.

FIG. 4-1
liviNg situatioN, by age: �00�

Note: “Other” includes living rent-free with a relative, and a small number of respondents in miscellaneous 
living arrangements.
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and older adults. Townsend et al. (2001) found 
that husbands’ and wives’ depressive symptoms 
were moderately correlated, with the symptom 
level of one spouse explaining approximately 
one-fourth of the variance in the other spouse’s 
level. The study also found that net worth was an 
independent predictor of depressive symptoms 
after controlling for income and other factors. 

A study using AHEAD data focused further atten-
tion on the possible additional negative effects of 
childlessness on psychological well-being (Zhang 
and Hayward 2001). Two dimensions of well-being 
—loneliness and depression—were considered, 
and the findings identified prominent gender dif-
ferences. Divorced, widowed, and never-married 
childless men had significantly higher rates of 
loneliness compared with women in similar cir-
cumstances. Divorced and widowed childless men 
also had significantly higher rates of depression 
than their female counterparts. Given that men, 
who are much more likely to be married than 
women at older ages, generally show lower  
rates of depression than women, these findings 
warrant additional analyses to provide insights 
into the role of family connections in the mental 
well-being of men and women.

marital status aND pHysical 
well-beiNg 
HRS data have also been used to evaluate the 
relationship between marital status and major 
chronic illnesses, functional limitations, and 
disability. Findings from one study (Pienta et 
al. 2000) suggest that marriage conveys health 
advantages across a broad spectrum of chronic 
disease conditions, functional problems, and 
disabilities, and that these advantages are widely 
shared across demographic groups (men and 
women, Whites and Blacks, and groups defined 
by duration of marriage). A limitation of this 

adults age 70 and older. Controlling for pre-loss 
depressive symptoms, the researchers found that 
the rate of syndromal depression among people 
who were newly bereaved was nearly nine times 
as high, and the rate of depressive symptoms was 
nearly four times as high, as the rates for married 
individuals. Some widows and widowers experi-
enced high levels of depressive symptoms up to  
2 years after the loss of their spouses. Neither  
demographic variables nor variables concerning 
the nature of the spouse’s death predicted the 
level of bereavement-related depression. 

Another study brought a “couples perspective” to 
the analysis of depressive symptoms in middle-aged 

family status aND  
psycHological well-beiNg

Marital status has clear effects on the mental 
health of older people. A comparison of married 
and unmarried HRS participants of all ages found 
that married women were less likely than their 
unmarried counterparts to report symptoms of 
depression, and that the mental health benefits 
of marriage were even greater for men than for 
women (Earle et al. 1998). 

Turvey et al. (1999) found a strong association 
between the loss of a spouse and both syndro-
mal depression and depressive symptoms among 

FIG. 4-2
liviNg close relatives, by age of respoNDeNt: �00�

55-64       65-74       75-84       85+ 

Partner, Parent(s) 
and Child(ren) 

Partner and  
Child(ren) 

Partner and  
Parent(s) 

Child(ren) 
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Note: Parents include parents-in-law.
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marital disruption results in a substantial loss of 
both income and assets. The economic conse-
quences are greatest for Black and Hispanic 
women, who have lower household incomes and 
fewer assets even when married. 

multiple family roles aND  
well-beiNg
While family connections enhance well-being in 
many ways, the burden of family roles can also 
be a strain, especially when one person takes on 
multiple roles. Several researchers have examined 
the link between performing multiple family roles 
and well-being. One study using 1992 data evalu-
ated depressive symptoms associated with the 
roles of wife, mother, paid worker, and informal 
caregiver for women (Reid and Hardy 1999). The 
study also assessed role demands and satisfac-
tion. Although the number of roles was linked 
with depressive symptoms, the number had no 

cross-sectional analysis was the inability to as-
sess whether the observed correlation of marriage 
and good health occurs because marriage itself 
promotes health, or whether the healthy are more 
likely to be married (or remarried). With HRS 
longitudinal data on health and marriage,  
it will be possible to distinguish between  
these explanations. 

marital status aND wealtH
Chapter 3 describes the relationship between 
current marital status and wealth. Retrospective 
first-wave data also have documented links be-
tween marital histories and economic well-being 
(Holden and Kuo 1996). In more than one-third 
of all married-couple households in 1992, at 
least one spouse had a previous marriage that 
ended in divorce or widowhood. These respon-
dents who had experienced divorce or widowhood 
had significantly lower incomes and fewer assets 
than did couples in first marriages. The research-
ers found that widows and couples in which 
the prior marriage of one spouse had ended in 
widowhood were no better off economically than 
their divorced peers. Also, women and Blacks in 
the original 1992 HRS cohort (ages 51 to 61) 
had spent a higher percentage of their lifetimes 
outside of marriage than had men and Whites. 
The study raises important questions about the 
long-term economic consequences of past mari-
tal dissolution.

In a related vein, Angel et al. (2003) used  
five waves of the HRS to assess the economic  
consequences of marital disruption for pre- 
retirement-age women. Prior research has shown 
that a woman’s financial situation in later life is 
determined by her marital and work history. HRS 
women who were age 51 or older in 1992 grew up  
during a period when female employment rates 
and rates of marital disruption both increased 
substantially. For HRS women generally,  

significant effect after controlling for role demand 
and satisfaction. In other words, role quality, not 
role occupancy per se, is linked with psychologi-
cal well-being. 

Another study brought a racial perspective to 
the analysis of multiple-role participation and 
depressive symptoms (Cochran et al. 1999). 
Among women ages 55 to 61, Blacks were less 
likely than White women to be married and em-
ployed, and more likely to be grandmothers and 
caregivers. Older Black women reported signifi-
cantly more depressive symptoms than did White 
women, and employment was found to have a 
more powerful influence on diminishing depres-
sive symptoms for Black women than for White 
women. The research also suggested that in the 
absence of a spouse and/or employment, Black 
women who are caregivers and grandmothers may 
be more likely to face economic hardship that 
increases the likelihood of depressive symptoms.



78

fa
m

il
y 

c
H

a
r

a
c

te
r

is
ti

c
s

 &
 i

N
te

r
g

e
N

e
r

at
io

N
a

l 
tr

a
N

s
fe

r
s

Not married married

parent cohort (years of birth)

percentile 19�3 or earlier 19�4-1930 1931-1941 194�-1947

10th 0 0 0 0

�5th $1,000 $1,000 $2,000 $3,000

50th $8,000 $8,000 $12,000 $19,000

75th $37,000 $42,000 $52,000 $65,000

90th $111,000 $111,000 $134,000 $187,000

95th $191,000 $195,000 $237,000 $382,000

average Number of 
children in family

2.8 3.2 3.3 2.6

average inheritance  
per child

$47,000 $45,000 $70,000 $86,000

(or “dissave”) in order to finance their own con-
sumption in older age. 

The study resulted in three major conclusions. 
First, the distribution of bequests, like the dis-
tribution of wealth, is highly skewed. The typical 
baby boom child of an older HRS respondent can 
expect only a modest inheritance, and approxi-
mately 20 percent will not receive any bequest 
from their parents. The median bequest that 
children of HRS participants in the oldest cohort 
(born in 1923 or earlier) are likely to receive is 
about $8,000, while the median bequest that 
children of HRS participants born between 1942 
and 1947 can expect to receive is $19,200. 

Second, there is considerable inequality in the 
estimates of expected bequests. Table 4-1 shows 
expected bequests from four different parent 
cohorts according to selected wealth percentiles. 
Among parents who were born between 1942 and 
1947, those in the 10th percentile of wealth do 
not expect to leave any bequests to their children. 
Parents in the 25th percentile will leave relatively 
small bequests of approximately $3,000 per 
child. Parents in the 90th percentile, however, will 
leave $187,000 per child, and those in the 95th 
percentile will bequeath more than twice that 
amount ($382,000). The distribution of bequests 
reflects the highly skewed distribution of wealth 
mentioned in Chapter 3, as well as the tendency 
of the wealthy to have fewer children than those 
with lower wealth levels.

Third, the study found very minor differences in 
the size of expected bequests for the two oldest 
parent cohorts (those born in 1930 or earlier), 
but an increasing magnitude of expected be-
quests among younger parent cohorts.

Based on proxy interviews about deceased HRS 
participants, the study also discovered that 
about 90 percent of financial inheritances are 
bequeathed to immediate family members. In 

interview is conducted with a knowledgeable 
proxy (often a surviving spouse or child) to obtain 
information about the last years of life and about 
the distribution of the estate. Thus, in a longitudi-
nal setting, it becomes possible over time to see 
how well plans and expectations are carried out 
after death.

To develop a new method for estimating the mag-
nitude of future bequests, a group of researchers 
(Smith and Hurd 2002) combined HRS data on 
current wealth and self-reported probabilities 
of bequests with actual bequests (from proxy 
interviews for a sample of HRS participants who 
died between 1992 and 1998). The researchers 
were especially interested to learn whether ex-
pected bequests differed greatly across cohorts, if 
bequests were distributed evenly among children, 
and the extent to which older households spend 

amouNt of beQuests
There is considerable controversy about the cur-
rent and future importance of bequests in our 
society. Some argue that baby boomers are likely 
to receive large estates from their parents who 
have had relatively high lifetime incomes and 
have benefited from stock market gains. Others 
argue that the role of bequests in strengthening 
intergenerational relationships and contributing to 
future well-being of kin has been overstated.

In order to understand the role of bequests, the 
HRS acquires two distinct types of information 
about them. From living respondents, it asks 
whether they themselves have received bequests, 
as well as their expectations to receive them in 
the future and to leave them to their own heirs. 
Following the death of a respondent, a special 

TBL. 4-1
DistributioN of expecteD beQuests, by pareNt coHort aND selecteD  
wealtH perceNtile
(Dollars per child)

Source: Smith and Hurd 2002.
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FIG. 4-3
traNsfers to/from pareNts aND tHeir cHilDreN, by age aND marital status of pareNt: �00�
(Transfers include time, money, and co-residence)

Neither Give Nor Receive       Receive Only       Give Only       Give and Receive

  

Age 64 and Under Ages 65-79 Age 80+

U
N
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R
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33.0%

2.8%

40.8%

42.1%

20.5%

23.4%

1.2%

34.1%

22.0%

5.6% 16.3%

31.2%
28.0%

 14.8%

2.9%

38.1%

28.4%

6.9%

13.6%

22.6%

36.9%

49.9%

42.1%42.7%

Note: Data may not sum to 100% due to rounding.

multiple-child families, four out of five parents 
give equal inheritances to each child if there 
is no surviving spouse. Finally, the study found 
clear evidence that people in HRS households 
intend to spend a large portion of their savings 
during older age. On average, households of 
participants ages 70 to 74 will likely spend more 
than 60 percent of their current assets, leaving 
the remainder as bequests.

patterNs of iNtergeNeratioNal 
traNsfers
Intergenerational sharing, or transfers, can 
be grouped into three main categories: time, 
money, and co-residence. Figure 4-3 presents the 
overall pattern of transfers between HRS parents 
(unmarried versus married) and their children in 
2002, that is, whether there are any exchanges 

and, if so, in which direction they flow. Sizable 
proportions of HRS parents—about one-third 
of married and 40 percent of unmarried partici-
pants—neither give nor receive time, money or 
co-residence. Married parents, especially those 
over age 64, are more likely to give but not  
receive transfers.
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transfers of time and Help
One would expect that disability among HRS 
participants would correlate with assistance from 
their children. Figure 4-4 contrasts intergenera-
tional transfers from adult children to their par-
ents who have activity of daily living (ADL) limita-
tions (i.e., disability) with transfers to non-limited 
parents.  In 2002, regardless of ADL limitations, 
single HRS participants were more likely than 
married parents to receive help from their children 
across all transfer dimensions. Parents with ADL 
limitations were somewhat more likely than non-
limited parents to receive money from a child, but 
this form of transfer was uncommon. 

Transfers of time were much more important to 
disabled parents. Households in which a parent 
had an ADL limitation were 10 times more likely 
than non-limited households to receive help (i.e., 
time) from their children, and even more so when 
grandchildren, other relatives, and paid home 
help were factored in. Roughly 4 in 10 unmarried 
parents with ADL limitations, compared with 1 in 
7 married parents with ADL limitations, received 
time help from a child. When assistance from 
others was added to that from children, more than 
half of unmarried and married people received 
help in the form of time.

A natural follow-on issue relates to the effective-
ness of assistance that children provide. HRS 
data from the mid-1990s indicate that the receipt 
of regular ADL assistance from children signifi-
cantly reduced the likelihood of a parent having 
to enter a nursing home (Lo Sasso and Johnson 
2002). Disabled individuals age 70 and older 
were 60 percent less likely to experience nursing 
home care if they received help from a child in 
the form of basic personal care all or most of the 
time, compared with those who did not receive 
such help. 

Notes: “Other” includes grandchildren, spouse if married, and paid home help. Co-residence may be with a child or another 
person. ADL limitation refers to problems with one or more activities of daily living.

FIG. 4-4
receipt of moNey, time, aND co-resiDeNce, for respoNDeNts witH aND witHout 
aDl limitatioN: �00�

Co-residence

Time 
(From Children 

and/or Other)

Time 
(From Children Only)

Money
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Money
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more likely to receive a financial transfer from 
their parents, and on average received $300 
more than their siblings who were in the highest 
income categories. The researchers also found 
other factors that influenced parents’ decisions: 
parents were more likely to give to younger chil-
dren than older children; less likely to give money 
to children who were married, had children of 
their own, or owned their own homes; and more 
likely to give to children who lived within 10 miles 
of their parents or who had less education.

Housing transfers
Geographic proximity of older parents to adult 
children is related to opportunities for intergen-
erational transfers. In 2002, 11 percent of HRS 
participants’ households included a resident child 

whether or not to give money to their children—
and how much to give. In 2002, participants were 
asked if they had given $500 or more to any of 
their children during the prior two years. More 
than one-third (36 percent) of participants said 
they had. The likelihood of giving money to chil-
dren decreases as the age of parents increases 
(Figure 4-5); 43 percent of parents ages 55 to 
64, compared with 24 percent of parents age 85 
and older, provided such financial support. 

The amount parents give to their children varies 
by the children’s financial situations. Analysis of 
data for participants age 70 and older indicated 
that parents were more likely to give money to 
children in lower versus higher income brackets 
(McGarry and Schoeni 1997). Adult children 
in the lowest income category were 50 percent 

Disability and care are not static, as the ability to 
provide care and the need for care change often. 
Freedman et al. (2004) used data for unmarried 
participants age 70 and older to examine how 
care requirements change over time. The study 
found that both paid and unpaid care hours re-
ceived by older, unmarried, community-dwelling  
participants increased during the 1990s. How-
ever, trends in care hours differed according to 
shifts in ADLs versus instrumental activities of 
daily living (IADLs). Responses to ADL changes 
were fairly symmetric, in that care hours in-
creased as disability worsened and decreased 
as people recovered function. With IADLs, both 
paid and unpaid care hours increased with the 
number of IADL limitations, but paid hours (and, 
to a lesser extent, unpaid care hours) did not 
decrease as IADLs improved. 

Another factor in the care equation is the policy 
and service environment surrounding the provision 
of long-term care. The Federal–State Medicaid 
program funds the largest share of formal long-
term care services, but individual States determine 
their own eligibility criteria, payment levels, and 
other program characteristics. One examination of 
HRS results suggested that in States with strong 
commitments to home- and community-based 
services, older adults who needed help with one 
or more ADLs were more likely to receive services 
that allowed them to remain in the community 
rather than entering nursing homes (Muramatsu et 
al. 2004). Therefore, the researchers concluded, 
although family resources and caregiving are still 
paramount in determining long-term care use, the 
effect of these resources on nursing home admis-
sion depends on the long-term care context of 
one’s State of residence.

transfers of money
Research using HRS data has shown that a child’s 
financial situation affects parents’ decisions about 

FIG. 4-5
HouseHolDs tHat gave at least $500 to tHeir cHilD(reN) betweeN �000 aND 
�00�, by age of respoNDeNt
(In percent)

Note: Age for households with couples is based on the man’s age.

55-64

65-74

75-84

85+
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hypothesize that past assistance to family mem-
bers encourages immediate or future repayment 
of assistance. Henretta et al. (1997) examined 
this issue among unmarried HRS participants with 
a need for personal care and more than one child. 
They found a substantial relationship between 
financial help from a parent to a particular child 
and later help from that child to the parent. 
Among children who received large money gifts 
from a parent in the past, nearly 50 percent were 
providing financial help to the parent, compared 
with slightly more than one-fourth of their siblings 
who had not received gifts. These findings are 
consistent with the reciprocity hypothesis. 

participaNts’ traNsfers  
to pareNts
Transfers flow not only to and from HRS partici-
pants and their children and grandchildren, but 
also in many cases, from the participants to their 
own parents. Table 4-2 presents the pattern of 
such transfers from HRS participants under the 
age of 80. In 2002, nearly 7 in 10 HRS partici-
pants under age 65 with living parents gave no 
assistance in the form of money or help with care 
or chores to their parents. Fifteen percent of HRS 
participants under age 65 helped their parents 
with chores only, and about 11 percent made 
monetary transfers (either only money or money 
in conjunction with other forms of assistance). 
HRS participants age 65 and older were slightly 
less likely than younger participants to provide 
most forms of assistance to their parents, and 
three-fourths of the older participants provided no 
assistance to their very old parents.

traDe-offs betweeN  
employmeNt aND care
The family traditionally has been the leading 
source of care for its older members, but as  

FIG. 4-6
proximity to cHilDreN, by age of respoNDeNt: �00�

Ages 55-64 Ages 65-74

Ages 75-84 Age 85+

No Children        Resident Children        At Least One Child          No Children  
          Within 10 Miles              Within 10 Miles

48.4% 55.0%

49.8%53.6%

28.6%
30.4%

27.3%30.4%

7.3%

15.6%

7.1%
7.5%

13.0%

9.9%

7.0%
9.0%

Note: Data may not sum to 100% due to rounding.

of the participant, and 51 percent of households 
had at least one child living within 10 miles.  
Figure 4-6 shows fairly small differences by age of 
HRS participant. There is an increase with age in 
the percent without living children, and a notable 
decline in the proportion with resident children at 
ages 65 to 74 compared with ages 55 to 64. 

reciprocity aND  
iNtergeNeratioNal traNsfers
Intergenerational transfers and help from children 
are related because families engage in a web of 
transfers that encourage reciprocity. Sociologists 
and economists who have examined this issue  
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hours of care per week than that received by 
elders with normal cognitive function (Langa 
et al. 2001). To estimate the yearly costs of 
caring for older family members with dementia, 
the researchers adjusted the number of hours 
of reported care to account for chronic health 
conditions other than dementia (and for other 
factors). They then multiplied the results by the 
1998 national average wage for a home health 
aide of $8.20 per hour, and estimated that the 
yearly cost for dementia at the national level was 
$18 billion for informal caregiving alone, in ad-
dition to direct and indirect costs of dementia in 
the United States. This finding underscores the 
importance of including valid estimates of unpaid 
caregiver time when evaluating future clinical and 

caregiviNg costs, iNsuraNce 
Medical and workforce costs associated with 
certain diseases were discussed in Chapters 1 
and 2. HRS data may also be used to gener-
ate national estimates of the costs of informal 
caregiving (by family and friends) to people with 
chronic health conditions. Figure 4-7 shows one 
set of estimates for five different conditions, four 
of which cost at least $6 billion annually and one 
of which—dementia—costs $18 billion annually 
in informal caregiving. 

Looking at people age 70 and older in the 1990s, 
researchers found that those with mild dementia 
received 8.5 more hours of care per week and 
those with severe dementia received 41.5 more 

fertility rates decline and more women participate 
in the formal labor market, we might anticipate 
greater tension between workforce demands 
and parental care needs. Analyses of HRS data 
from the mid-1990s suggest that devoting time 
to informal care of older parents may indeed be 
incompatible with having a full-time job during 
midlife (Johnson and Lo Sasso 2000, 2001). 
The studies found that women who provided an 
average of 2 or more hours per week of paren-
tal help (with either ADLs or IADLs) worked 43 
percent fewer hours than women overall. For men 
providing similar care, the reduction in hours of 
paid work was about 28 percent. Women ages 
53 to 63 who helped their parents with personal 
care reduced their hours of paid work by about 
70 percent. These findings suggest the need for 
further research to look at family responsibilities 
as a major obstacle to encouraging workers to 
delay retirement, as well as the need to develop 
accurate estimates of the financial costs incurred 
by families who provide informal care.

TBL. 4-2
type of respoNDeNt traNsfers to 
pareNts, by age of respoNDeNt: �00�
(In percent)

age of respondent

type of assistance under 65 65-79

Money Only 5.9% 4.6%

Hour of Care Only 1.5 1.9

Chore Hours Only 14.6 12.0

Care and Chores 3.8 3.1

Money and Care 0.5 0.9

Money and Chores 2.9 1.9

Money, Care, and Chores 1.7 1.4

No Transfer 69.3 74.2

FIG. 4-7
NatioNal aNNual cost of iNformal caregiviNg for  
five cHroNic coNDitioNs: circa 1998
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Hughes et al. (2004) used six waves of HRS  
data to examine different types of grandparent 
caregiving and changes in caregiver health. The 
researchers distinguished between grandparents 
who provided care to grandchildren who did not 
live with them and those whose grandchildren 
lived with them. They determined that grandpar-
ents who provided a considerable amount of care 
to non-resident grandchildren did so because  
of desire and resources, while grandparents  
who co-resided with grandchildren often did  
so because some family crisis had made this a 
necessity. The study found that co-residence  
with grandparents is relatively uncommon. In 
1998, for example, only 5 percent of HRS 
participants lived with grandchildren, mostly in 
three-generation households. 

HRS data consistently show that grandparents 
who provide little if any direct care to their 
grandchildren are in better health than those who 
do provide care, especially compared with those 
who live with their grandchildren. This relationship 
holds true for both self-rated health and number 
of depressive symptoms (Figure 4-8). However, 
few changes in health were found over time 
among the different groups. The researchers con-
clude that differences in the physical or emotional 
health of grandparent caregivers are a function of 
the underlying characteristics that lead them to 
provide care, rather than negative health effects 
due to providing care. 

graNDpareNts’ care of  
graNDcHilDreN
Descriptive studies from several datasets have 
indicated the growing importance of the grandpar-
ent-grandchild care relationship. However, few 
surveys are large enough to explore this relation-
ship in any detail. Early HRS results showed that 
roughly two-thirds of participants had grandchil-
dren, and that 40 percent of these grandparents 
provided 100 or more hours of grandchild care 
per year. Women were about 2.5 times more likely 
than men to provide grandchild care, and single 
grandmothers provided the most help (about 20 
hours per week on average).

policy interventions aimed at reducing the impact 
of dementia on individuals, families, and society.

The main alternative to informal family-based care 
is paid care either in the home or in a nursing 
home. Long-term care insurance can help cover 
such costs, but it is purchased by relatively few 
older adults. One question that arises is whether 
or not the expectation of care from children is a 
factor reducing the demand for long-term care 
insurance. One study using HRS data found that 
expectations about future caregiver availability in 
the form of family and friends had no significant 
effect on ownership of long-term care insurance 
(Mellor 2001). 

FIG. 4-8
graNDpareNt HealtH, by level of care provisioN to graNDcHilDreN: 1998-�00�

Notes: Self-rated health is assessed on a 5-point scale ranging from excellent (5) to poor (0). Data refer to persons  
who made the transition to a type of care between 1998 and 2000 and/or between 2000 and 2002.

Source: Hughes et al. 2004.
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tHe future
since its inception in 199�, the Health and retirement study (Hrs) has provided an invaluable, long-term look at the complex interplay of health, work, 
and economic status of americans age 51 and older. over the years, the study has been recognized for its high level of innovation and unique approach-
es within the social science research arena and has become the premier source of retirement data. in terms of budget, sample size, number of interview 
hours, and number of researchers involved, the Hrs ranks among the largest and most ambitious social and behavioral studies ever undertaken. rather 
than being a narrowly controlled investigation of the hypotheses of a small group of scientists, it provides a laboratory for many researchers to explore 
their theories.

Today, the HRS continues to evolve as data collection techniques expand 
and the resulting data are refined. In 2006, the HRS was funded for 6 more 
years, allowing the Study team to adopt several new directions. Some of the 
recent and future HRS initiatives are described below.

biomarker Data collection expands
In response to growing research interest in the relationship between physical 
health and other aspects of life, in 2006 the HRS began to gather additional 
direct measures of HRS participants’ physical well-being. In the course 
of in-person interviews with participants, the researchers have begun to 
gather objective data about individuals’ physical performance (such as grip 
strength, lung capacity, and walking ability) and blood pressure, and will 
collect fingerstick blood spot samples to assay for some common disease 
markers. They will also collect and store salivary DNA samples. These data 
will provide a foundation for novel studies of chronic disease, morbidity, dis-
ability, and, ultimately, mortality within the HRS study population.

cognitive measures strengthened
The HRS was one of the first national health surveys to measure cognitive 
health at the population level. The Aging, Demographics, and Memory Study 
(ADAMS), a recently added supplement to the HRS, is the first of its kind 
to conduct in-home assessments of dementia on a national scale with a 
nationally representative sample of older adults. Incorporating measures of 
memory and thinking skills in the HRS has permitted researchers to identify 
individuals with cognitive impairment and to study the impact of the impair-
ment on their families. Beyond ADAMS, the HRS team has begun a major 
effort to strengthen its cognitive measures, developing new adaptive testing 
methods to assess a broader range of cognitive functions than in the past. 

more psychosocial measures added
The early waves of the HRS, while strong in areas such as the measurement 
of participants’ economic status, were less robust in their measurement of 
psychosocial dimensions. Following a series of workshops and Data Monitor-
ing Committee meetings, the HRS has begun to add a significant number 
of psychosocial measures to its face-to-face interviews with people over age 
50. In 2004, adopting an innovation included in a sister study, the English 
Longitudinal Study of Ageing (ELSA), the HRS began using a “leave behind” 
self-administered questionnaire to gather expanded psychosocial data. Since 
then, the HRS has consulted widely with psychologists and sociologists on 
the design of an expanded psychosocial instrument that was administered in 
2006. This work will continue on the versions for 2008 and beyond.

international studies grow
As described in the Introduction, the HRS has served as a model for other 
longitudinal, population-based studies of older adults’ health and retirement 
in other nations. Several of these studies—ELSA; the Survey of Health, Age-
ing, and Retirement in Europe (SHARE); and the Mexican Health and Aging 
Study (MHAS)—are well-established. Their success has generated interest 
in extending these efforts to Israel and countries in Eastern Europe. Other 
nations—Ireland, Australia, South Korea, Japan, Thailand, and China—are 
also actively planning HRS or SHARE equivalents, and the task of coordi-
nating these studies has become significant. The availability of comparable 
cross-national data presents opportunities for new research, such as the 
investigation of the impact of country-level pension and health system varia-
tion that were never before possible with single-country studies.  



Perhaps even more important, the new international studies have become 
nodes around which researchers from a variety of disciplines and fields have 
clustered. Interaction of these study teams with counterparts in other coun-
tries has, in an amazingly brief amount of time, created a new and vibrant 
international research community that has benefited the HRS in a number 
of ways, including the development of new instruments and ways of think-
ing. Recently published research examining the health of U.S. and British 
populations (Banks et al. 2006) represents one example of the potential of 
the availability of comparable national data. 

interdisciplinary research advances
The HRS has proved to be an effective crucible for initiating and promot-
ing problem-focused research that cuts across multiple domains, such as 
economic status, health, physiology, neurology, and cognition. This outcome 
has resulted, in part, from the facts that the Study focuses on problems of 
concern to different disciplines and that it includes measures drawn from a 
variety of research realms. 

In addition, the HRS has spawned interaction between laboratory research 
and field-based survey research—two fields that in the past have gener-
ally operated independently of one another. For the future, the HRS team 
expects to see even greater collaboration between these two very separate 
research worlds, as measures developed in labs move out into the field and 
labs interested in individual differences administer parts of the HRS ques-
tionnaire to subjects in experiments. Already, for example, HRS investigators 
and others are experimenting with Internet interviewing, an interview mode 
that is well-adapted to performing experiments. 

survey coordination enriches Knowledge base
A 1987 meeting and subsequent report on data needs for research on 
health and retirement economics catalyzed the HRS’s initial development. 
Now, some 20 years later, the National Institute on Aging’s Behavioral and 
Social Research Program has begun to look at the field’s data needs more 
broadly. One approach to enrich understanding of the antecedents to retire-
ment and factors affecting retirement decision making is to view the HRS as 
an integral part of a family of surveys that gather data about human devel-
opment and aging. For example, connecting the HRS with other studies that 
begin at birth or at age 18 can provide insight into relevant developmental 
processes. 

conclusion
As evidenced by the rapidly growing number of publications, working papers, 
and dissertations that have tapped data gathered through the HRS and the 
growing use of the HRS by researchers, policymakers, and program plan-
ners, the HRS clearly has been a successful longitudinal endeavor. This is 
true largely because it has served as an essential means to understand the 
dynamics of the aging of both individuals and the U.S. population. The aging 
of the population and the retirement of the baby-boom generation are con-
sidered by many to be among the most transformative demographic changes 
ever experienced in this country. In the coming years, by observing the 
dynamics of retirement and health, and people’s social and economic well-
being following retirement, the HRS will continue to be a powerful research 
tool for tracking and understanding this major national social transformation. 
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every wave of the Health and retirement 
study (Hrs) contains a set of experimental 
modules that are administered to a random 
subsample of respondents. the intent of  
the modules is to allow Hrs investigators,  
as well as other researchers on aging, to  
suggest questions that test out new and  
untried content, have a methodological  
purpose, or that, in combination with the  
rest of the Hrs data, would permit new 
research questions to be investigated. for a 
more detailed inventory of these modules  
and their use by researchers, visit the Hrs 
website at: http://hrsonline.isr.umich.edu/
meta/sho_meta.php?hfyle=modules.

overview of experimeNtal  
moDules 

Hrs �00� (wave 6) modules
Self-assessed health utilities; willingness to pay 
for disease prevention; restless leg syndrome, 
night leg cramps, and neck and shoulder pain; 
risk aversion; Internet use; loneliness, stress, 
and social support/social burden; ELSA health 
questions; numeracy; positive well-being; later 
life education; subjective uncertainty about stock 
market returns. 

Hrs �000 (wave 5) modules
Medicare knowledge; alternative medicine;  
planning and expectations for retirement;  
social and economic altruism; benevolence and 
obligation; health plan booklet; health utilities 
index; risk tolerance; alcohol consumption and 
instrumental activities of daily living (IADL)  
measures; proxy validation; social altruism;  
valuing health. 

Hrs 1998 (wave 4) modules
There were limited modules in HRS 1998, due to 
the addition of two new cohorts and the merger of 
the original HRS and AHEAD cohorts. The 1998 
modules were targeted primarily toward AHEAD 
sample members who were asked activity of daily 
living (ADL) and cognition questions correspond-
ing to similar modules in previous waves. 
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Hrs 1996 (wave 3) modules
Consumption and anchoring; health during  
childhood; health pedigree; personality inventory; 
Medicare attitudes and preferences; volunteerism 
and time use; preference parameters for con-
sumption, saving, and labor supply; advance  
directives; attitudes toward inter-familial transfers;  
retirement planning; saving for retirement. 

aHeaD 1995 (wave �) modules
Unfolding brackets with different entry points; 
Wave 1 ADL questions; Longitudinal Study of 
Aging 2 (LSOA2) ADL questions; security and 
safety; sleep; living wills; in-depth ADLs. 

Hrs 1994 (wave �) modules
CES-D depression scale; crystallized intelligence; 
functional health; long-run income elasticity  
of labor supply; risk aversion; social support; 
parent-child transfers; ADLs; activities and time 
allocation; nutrition. 

aHeaD 1993 (wave 1) modules
Resilience; time use; alternative ADLs; WAIS 
Similarities; quality of life; in-depth ADLs;  
financial pressure. 

Hrs 199� (wave 1) modules
Physiological health measures; ADL measures 
from NLTCS and NHIS; meta-memory; process 
benefits; employment alternatives; parental 
wealth; occupational injuries; health risks;  
substitution elasticity of consumption.

appeNDix a
Hrs experimeNtal moDules
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brief DescriptioNs of  
experimeNtal moDules

Hrs �00� (wave 6) modules
 module 1: self-assessed health utilities. Asks 
for a self-rating of health between 0 (death) and  
100 (perfect health for your age/a 20-year-old), 
and then uses bracket-like techniques to assess 
willingness to trade years of life for perfect 
health, based on comparing two fictional persons  
with health similar to the respondent. 

 module �: willingness to pay for disease  
prevention. Assesses willingness to pay (dollars) 
for prevention of cancer or Alzheimer’s disease.

 module 3: restless leg syndrome, night leg 
cramps, and neck and shoulder pain. Measures 
symptoms of restless leg syndrome (associated 
with sleep problems and health consequences 
of sleep problems), night leg cramps, and neck 
and shoulder pain.

 module 4: risk aversion. Repeats previous 
module questions about large risk aversion  
to be paired with questions about small risk 
aversion asked in the main survey.

 module 5: internet use. Asks about computer 
and Internet access and use at work and at 
home.

 module 6: loneliness, stress, and social  
support/social burden. Assesses negative  
well-being in three of its dimensions. This  
module has twice the sample size of other  
modules, and hence also takes the place of 
Module 7. It is part of an analytic project under 
an NIA-funded program at the University of  
Chicago, developed in consultation with the HRS.

 module 8: elsa health questions. Provides a 
cross-reference between health items asked 
in the English Longitudinal Study of Ageing 
(ELSA) and the HRS.

 module 9: Numeracy. Tests additional numeracy  
items and uses a six-way design to test for con-
text effects across four types of mathematical  
skills. Each math item is couched in three  
contexts—health, economic/market, and  
context-free—and respondents are assigned 
to pre-designated combinations so that they 
receive each math problem only once. It also 
overlaps with an ELSA proposal to develop 
numeracy measures for large surveys.

 module 10: positive well-being. Builds on the 
work of Powell Lawton and others to assess the 
extent of positive feelings about life and health.

 module 11: later life education. Asks about 
educational activities in later life.

 module 1�: subjective uncertainty about stock 
market returns. Assesses the respondent’s full 
distribution of expectations of one-year stock 
market returns by asking for probabilities that 
the return would be above or below specified 
levels.

Hrs �000 (wave 5) modules
 module 1: medicare knowledge. Asks questions  
and presents hypothetical situations to ascertain  
respondents’ knowledge about health main-
tenance organization (HMO) and non-HMO 
Medicare and about sources of their information 
about Medicare. 
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 module �: alternative medicine. Covers  
recent and past use of herbal or other dietary 
supplements and medications, treatments  
by chiropractors, massage therapists, or  
acupuncturists, and spiritual practices that  
may be related to health. 

 module 3: planning and expectations for  
retirement. Asks about activities undertaken  
by respondents to plan for retirement; the  
questions are slightly different for those who  
are already fully retired than for those still  
anticipating full retirement. A subset of  
questions is designed to get at the propensity 
to plan ahead. 

 module 4: economic altruism. Ascertains  
willingness to give regular financial assistance 
to relatives and friends at varying levels of 
need, as well as to charities. 

 module 5: benevolence and obligation. Asks 
about the respondent’s self-perception as a 
giver to others, and his or her reasons for giving,  
especially as they relate to family members. 

 module 6: request for health plan booklet.  
Requests the respondent’s health plan booklet  
to help assess the possibility of using this 
method to obtain details of health insurance 
coverage. 

 module 7: Health utilities index. Implements 
the Mark III version of the Health Utilities 
Index to assess problems with vision, hearing, 
mobility, hand and arm use, mental functioning, 
general discomfort, and outlook on life. Domain 
scores and overall utility preference scores can 
be computed. 
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 module 8: tolerance for large and small risks. 
Addresses the respondent’s willingness to take 
financial risks by posing a set of hypothetical 
situations and asks what he or she would do in 
those situations. 

 module 9: alcohol consumption and Hrs 199� 
iaDl measures. A very short module with a few 
questions about difficulties of everyday activi-
ties and alcohol consumption. 

 module 10: proxy validation. Repeats selected 
questions asked in the general survey about 
health and daily activities, but asks the respon-
dent to answer these questions about his or 
her spouse/partner. The intention is to look at 
the agreement between respondent and spouse 
reports of health problems. 

 module 11: social altruism. Asks about con-
nectedness to other people and the emotional 
support available from the respondent’s spouse/
partner, adult children, parents and parents-in-
law, and friends. 

 module 1�: valuing health. Asks respondents to 
compare their present state of health to perfect 
health using a standard time-tradeoff question 
valuing health in terms of years of life, and 
a similar willingness-to-pay question valuing 
health in terms of money. 

Hrs 1998 (wave 4) modules
 module 1: aHeaD 1993 aDl questions. Con-
tains questions about difficulty and the use of 
equipment and help in activities of daily living. 
Most respondents who were asked to do this 
module in 1998 were asked to do the same 
module in AHEAD 1995. 

 module 3: aDl measures used for the  
longitudinal studies of aging. Contains the 
ADL questions used in AHEAD 1993 and 
AHEAD 1995, which were in turn based on 
those proposed for (and subsequently used  
in) the second LSOA. Most respondents who 
were asked to do this module in 1998 were 
asked to do the same module in both AHEAD 
1993 and AHEAD 1995. 

 module 4: aDl measures used for the Na-
tional long-term care study (Nltcs). Most 
respondents who were asked to do this module 
in 1998 were asked to do the same module in 
AHEAD 1993. 

 module 5: 1990 census aDl questions. Slight-
ly less than half of the respondents who were 
asked to do this module in 1998 were asked to 
do the same module in AHEAD 1993. 

 module 10: cognitive section for proxy inter-
viewed sample members. Also included in the 
module section, although not actually a module, 
is a section of the interview that is administered 
to sample persons for whom proxy interviews 
were done, but who are willing and able to do 
this section themselves. 

Hrs 1996 (wave 3) modules
 module all: consumption and anchoring.  
Contains questions on food consumption, as 
well as questions designed to assess the degree 
to which the responses to unfolding brackets 
are affected by the level of the entry point 
(i.e., the “anchoring effect”). To yield adequate 
sample sizes, these questions were asked of all 
respondents. 
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 module 1: Health during childhood. Contains 
questions on the individual’s health when 
growing up (from birth to age 16), on parental 
family composition, and on the parental family’s 
economic status.

 module �: Health pedigree. Asks about the 
individual’s health pedigree—whether the 
individual’s parents are still living, the cause of 
death if deceased, health status if living, and 
cause and age of death of any deceased siblings. 

 module 3: personality. Provides a brief personal-
ity inventory based on the respondent’s rating of 
how closely each of 12 descriptive words fits the 
respondent.

 module 4: medicare attitudes and preferences. 
Attempts to measure respondents’ attitudes and 
preferences toward Medicare. Includes questions 
on whether the respondent would prefer various 
cash equivalent dollar payments to Medicare 
insurance, and is thus a form of contingent  
valuation. 

 module 5: volunteerism and time use. Asks how 
many hours the respondent spent in the past 
year on 10 types of volunteer activities ranging 
from helping religious organizations to helping 
neighbors. Hours spent in 11 time-use activities 
ranging from television watching to reading are 
also obtained. 

 module 6: preference parameters for consump-
tion, saving, and labor supply. Attempts to 
understand the respondents’ preferences toward 
consumption, saving, and labor supply by asking 
about their behavior if they won a hypothetical 
sweepstakes that would pay an amount equal to 
their current family income for life. 

appeNDix a
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 module 7: advance directives. Contains ques-
tions on advance directives and respondent 
preferences toward a hypothetical cancer treat-
ment under a variety of costs and treatment 
success-rate assumptions. 

 module 8: attitudes toward inter-familial trans-
fers. Examines respondents’ willingness to give 
financial help to parents and/or siblings under a 
variety of hypothetical situations. These data, in 
conjunction with those from HRS 1994 Module 
7, are designed to develop a better understand-
ing of altruism. 

 module 9: retirement planning. Asks about 
retirement planning and saving for retirement, 
and contains a question intended to measure 
the extent to which the respondent understands 
compound interest. It asks about the extent 
to which the respondent relies or plans to rely 
on Social Security, employer-provided pension 
plans, individual retirement accounts, 401(k) 
or Keogh plans, and private savings. Also asks 
retirees questions about the adequacy of their 
savings.

 module 10: saving for retirement. Contains 
questions on the current level of savings for 
retirement and on the reliance or expected reli-
ance on public, private, and personal sources of 
income in retirement.

aHeaD 1995 (wave �) modules
Each of the AHEAD 1995 modules includes ques-
tions designed to assess the importance of an-
choring effects in unfolding questions about dollar 
amounts. In each case, respondents were asked 
about the amount of money they had in savings 
accounts and total household consumption in the 
past month. 

 modules 1 and �: aHeaD 1993 aDl ques-
tions. Questions about difficulty and the use of 
equipment and help in activities of daily living 
that were asked in AHEAD 1993 were modi-
fied in 1995. To assist analysts who wish to 
take account of these wording changes when 
examining changes in responses across waves, 
a random subsample (double the size of the 
other modules) was asked the 1993 version of 
the ADL questions (in addition to the revised 
ADL questions that were asked in the main 
interview). 

 module 3: lsoa� aDl questions. Asks the 
same questions as Module 3 in AHEAD 1993, 
and were asked of the same respondents in 
both waves. 

 module 4: security and safety. Poses ques-
tions about the subjective probability of being 
the victim of a crime, and steps taken out of 
concern about crime. 

 module 5: sleep. Includes questions about 
trouble falling asleep and staying asleep 
through the night, problems of falling asleep 
during the day, and the use of medications to 
aid sleep. It also includes two questions about 
the sense of personal control. 
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 module 6: living wills. Inquires about end-of-
life directives, and whether or not the respon-
dent has named anyone to make health care 
decisions for them if they are unable to do so 
themselves. Respondents were also presented 
with two scenarios about someone with a  
life-threatening illness who is presented with 
the choice of taking an experimental treatment 
with randomly varied cost and probability of 
success.

 module 7: in-depth aDls. Asks the same ques-
tions as Module 7 in AHEAD 1993, of the same 
respondents in both waves. 

Hrs 1994 (wave �) modules
 module 1: center for epidemiologic studies 
Depression (ces-D) scale. Assesses the degree 
to which the HRS 1994 scale loses information 
compared with the original HRS 1992 scale. 
The version of the CES-D Depression Scale 
included in the HRS 1994 instrument is a sub-
stantially truncated version of the scale used in 
1992.

 module �: crystallized intelligence. It was 
decided to eliminate the similarities test (a 
test of crystallized intelligence) in the main 
survey, on the grounds that crystallized IQ is 
not expected to change with any rapidity in the 
HRS age range and is expected to change more 
slowly than memory. The similarities test in this 
module is the same test contained in the HRS 
1992. 
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 module 3: functional health. A methodological 
test of the HRS 1994 functional health scale 
compared with the HRS 1992 scale. The HRS 
1992 scale was a four-point scale associated 
with level of difficulty in performing various 
activities. Telephone interview considerations in 
HRS 1994 led to the development and use of a 
two-point scale to be followed by a second two-
point scale in the event of a “some difficulty” 
response. This module uses the original four-
point scale designed for a personal interview 
environment. 

 module 4: long-run income elasticity of labor 
supply. Sets up a hypothetical set of circum-
stances to yield pure estimates of income elas-
ticity. The hypothetical illustration concerns the 
effect of a windfall gain on labor hours, along 
with measures that will generate an assessment 
of the strength of an altruism parameter. 

 module 5: risk aversion. HRS 1992 contained 
a measure of risk aversion based on responses 
to a hypothetical situation involving alternate 
jobs and respondents’ willingness to take jobs 
with various risky characteristics. This module 
is an attempt to refine the risk aversion mea-
sure by observing the distribution of risk aver-
sion at the extremes of the distribution, where 
the 1992 data suggest most of the sample 
actually resides. 

 module 6: social support. Asks questions about 
respondents’ sources of social support, including  
spouses, friends, and co-workers. 

 module 7: transfers. Examines motivations for 
transfers from parents to children. It is intended 
to aid in the analysis of preference parameters, 
specifically altruism. 

 module 8: activities of daily living. Gathers 
baseline data on the incidence of ADL  
deficiencies in the sample, and to find out  
who the ADL helpers are. Part of the module 
asks about future needs for ADL help, as  
well as whether or not respondents perceive 
themselves to be at risk of helping someone 
else with ADLs. 

 module 9: activities and time allocation.  
Seeks to assess the strength of some of the 
pull toward retirement that can be attributed  
to the desire to reallocate time to non-market 
time issues. 

 module 10: Nutrition. Asks respondents how 
often they eat foods from the various major 
food groups. The list of food types is fairly  
detailed, e.g., distinguishing red meats from 
other meat and from fish. 

aHeaD 1993 (wave 1) modules
 module 1: resilience. Asks an innovative 
sequence of questions designed to measure the 
concept of resilience, defined as the individual’s 
ability to recover quickly and completely from 
any misfortune or challenge. 

 module �: time use. Contains a set of questions  
on unpaid but economically productive activities:  
home maintenance, volunteer work, and informal  
help to others. Together with core-study questions  
on paid employment, these questions permit  
a balanced assessment of the productive  
contributions of older adults. H
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 modules 3 and 4: alternative aDls. Contains 
the ADL questions proposed for (and subse-
quently used in) the second LSOA (Module 3) 
and replicates the ADL function items on the 
NLTCS screen (Module 4).

 module 5: wais similarities. Applies the WAIS 
Similarities, a widely used measure of abstract 
reasoning that was used in the main HRS 1992 
interview; also includes two ADL questions that 
are asked on the 1990 U.S. Census long form. 

 module 6: Quality of life. Asks questions 
focusing on the essential quality of life issue—
whether or not life is still worth living. 

 module 7: in-depth aDls. Probes various de-
tailed adaptive strategies for bathing to explore 
whether or not adaptive mechanisms account 
for a lack of reported difficulty with bathing  
despite obvious physical or cognitive impairments. 

 module 9: financial pressure. Asks respon-
dents if they find it difficult to pay their bills 
or if they cut back on nonmedical expenses, 
such as eating out or traveling. Also asks about 
the perceived fairness of policy alternatives for 
making long-term care in nursing homes more 
accessible to older people. 

Hrs 199� (wave 1) modules
 module a: physiological measurements of 
health and functioning status. Measures vital 
capacity using Peak Expiratory Flow Rate 
(PEFR) and assesses grip strength to provide a 
means of validating self-reports. 
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 modules b and c: aDl measures used in the 
National long-term care survey and in the 
National Health interview survey. Collects 
data to provide researchers with a cross-walk 
that would allow the HRS ADL measures to be 
recalibrated to better correspond to the ADL 
measures in these other studies. 

 module D: meta-memory. Asks a battery of 
questions to assess meta-memory, along with 
the Census Bureau screen question used for the 
presence of ADL limitations. 

 module e: process benefits. Uses a set of 10-
point scales to ascertain respondents’ intrinsic 
satisfaction from work, housework, and various 
types of leisure.

 module f: employment alternatives. Asks a  
series of questions on 10-point probability 
scales asking respondents about the likelihood 
that they can find jobs like their present jobs  
but with specified differences in characteristics, 
such as different amounts of pay, greater 
amounts of flexibility in hours per week, weeks 
per year, and hours per day.

 module g: parental wealth. Asks a set of ques-
tions about the asset holdings of respondents’ 
parents, and then requests permission to talk to 
the parents. 

 module H: occupational injuries. Inquires about 
various characteristics of work that relate to the 
likelihood of on-the-job injuries. 

 module J: Health risks. Asks a set of questions 
about the likelihood that respondents or spous-
es will need long-term care in a nursing home, 
longevity estimates relating to the spouse of the 
respondent, expectations about having medi-
cal care insurance at age 65 provided by an 
employer, and questions about the coverage 
of Medicare and the coverage that could be 
available from other types of insurance. Also 
asks about Medicaid coverage and respondents’ 
perceptions about their eligibility for Medicaid. 

 module K: substitution elasticity of consump-
tion. A highly experimental measure of the 
intertemporal elasticity of substitution in 
consumption, a concept that plays a key role in 
economic models of life-cycle saving behavior.
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