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ABSTRACT 
 
 This paper estimates a model of the retirement decision of women using data from 
the RAND version of the Health and Retirement Study (HRS).  In light of the changing 
nature of women’s labor force participation, earnings, and marital status over the past few 
decades, a greater proportion of women face retirement decisions than in the past.  
Furthermore, due to the rise in women’s earnings, they are eligible to receive larger 
Social Security benefits.  This paper tests the hypothesis that Social Security plays a non-
trivial role in women’s retirement decisions.  The results indicate that eligibility to 
receive Social Security benefits significantly affects women’s retirement decisions.  The 
findings also suggest that the level of Social Security benefits significantly impacts 
women’s retirement decisions.  However, the negative coefficient on Social Security 
benefits is likely driven by the link between earnings and benefits.  The relationship 
between Social Security eligibility and a women’s probability of retirement suggests that 
an increase in the early retirement age will cause women to remain in the labor force 
longer and will delay their collection of Social Security benefits.  Further analysis 
providing greater distinction between earnings and Social Security benefits is needed 
before policy implications can be drawn regarding the effect of Social Security benefit 
levels on women’s retirement decisions.   
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I. Introduction and Motivation 
 
 This paper seeks to determine the factors that affect women’s retirement 

decisions.  Of particular interest is the role of Social Security.  Many Americans rely on 

Social Security benefits as a significant, if not primary, source of income during 

retirement.  Consequentially, the size and availability of Social Security benefits at 

designated ages can significantly impact the age at which people decide to retire.  

Previous studies find that the establishment of Social Security, the rise in the level of 

Social Security benefits over time, and the establishment of “early retirement” within 

Social Security contributed to a decline in the age of retirement among males.  

Additionally, previous studies on the retirement decision of men find that the size of 

Social Security benefits and accumulated Social Security wealth affect the age at which 

men of a given birth cohort decide to retire.   

While significant research exists on the role of Social Security in men’s 

retirement decisions, few studies have looked at the role of Social Security in the 

retirement decision of women.  This is because when Social Security first began, women 

were not expected to work outside the home and thus never technically retired.  In 

addition, women who did work outside the home often did not work long enough or earn 

enough money to collect individual Social Security benefits.  It has only been over the 

past few decades that large numbers of women started collecting individual, rather than 

spousal, Social Security benefits. Although a few studies specifically consider or jointly 

include the retirement decisions of women, most rely on relatively old data (from the 
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1960-1970’s) and reveal a weak link between women’s Social Security benefits and when 

they chose to retire.      

Over the past decades, participation in the labor force has become the norm for 

women.  Necessarily, a growing percentage of women confront the decision of when to 

retire.  Additionally, women’s earnings are on the rise compared to men’s, and an 

increasing proportion of marriages are ending in divorce.  The increase in women’s labor 

force participation, earnings, and likelihood of divorce or never marrying contribute to a 

growing proportion of women who are eligible to receive Social Security benefits based 

on their own earnings.   

Given that more women are eligible to receive individual benefits, that the size of 

women’s benefits are increasing as their wages rise, and that a growing proportion of 

women get divorced or never marry Social Security benefits should logically play an 

increasing role in the retirement decision of women.   

In light of the changing nature of women’s labor force participation, earnings, and 

marital status, more recent knowledge of how today’s women respond to Social Security 

is necessary.  This paper seeks to determine the current role of Social Security in the 

retirement decision of women.  Given the recent exposure of Social Security’s long run 

financial problems, it appears that reform will be necessary. Thus, results from this 

analysis will be of particular interest to policymakers who seek to establish the effect, if 

any, that various Social Security reforms would have on women’s retirement decisions.   
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II. Literature review 
 
Using a rather unique dataset of information on women who received their first 

retired worker Social Security benefit between June, 1980 and May, 1981, Timothy 

McBride (1988) conducted a multivariate analysis to estimate the marginal effects of 

factors influencing women’s retirement decisions.  He estimated separate equations for 

married and unmarried women.  McBride used categorical age of retirement (categorized 

into before 62, 62, 63-65, and after 65) as the dependent variable and applied an ordered 

probit estimation technique.   

McBride concluded that married and unmarried women placed different weights 

on factors that affected their retirement.  He found that married women were more likely 

to retire “early” (before the normal retirement).  Married women’s probability of retiring 

at age 62 (the earliest age of eligibility for Social Security retirement benefits) was 70 

percent versus only 37 percent for unmarried women.  He found that being eligible to 

receive a spousal benefit encouraged earlier retirement, but that Social Security wealth 

itself was not significant.     

McBride’s findings suggest that married women faced more complicated 

retirement decisions than men and would be less likely, on average, to respond to policy 

changes designed to alter retirement behavior.  However, unmarried women responded 

similarly to men when confronting the retirement decision and would be more likely to 

respond to policy-induced incentives.   

Therese McCarty (1990) conducted a studied that looked specifically at married 

women.  Her analysis of “The Effect of Social Security on Married Women’s Labor 
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Force Participation” investigated the decision of women to either participate in or remain 

outside the labor force.   

McCarty used the relationship between women’s market wage and reservation 

wage to estimate a probit model of the labor supply decision for specific age groups of 

married women.  She incorporated the effective tax rate, marginal benefit to Social 

Security wealth, and Social Security wealth as independent variables.   

McCarty found that single women were similar to men in terms of their labor 

supply and retirement decisions.  Married women, however face higher tax rates on work 

due to the spousal benefit and thus responded differently to changes in the wage rate and 

non-labor retirement income.  The marginal tax rate and marginal benefit had positive 

and significant effects on the labor supply decision of married women, but the results 

showed no clear pattern of Social Security wealth effects across age groups.    

McCarty concluded that although the value of Social Security did not affect 

married women’s labor supply decisions, the availability of the spousal benefit served as 

a labor supply disincentive for married women over age 50.  She suggested that an 

earnings sharing1 benefit formula would increase the labor supply of women and reduce 

costs for the Social Security system. 

Jessica Vistnes (1994) also focused on married women, but focused on their 

retirement decisions.  She created a transitional probability model whereby the dependent 

variable (dummy) represented whether or not a women was retired.  Vistnes captured the 

effect of the spousal benefit and dual entitlement on women’s retirement decisions by 

                                                 
1 Earnings sharing would merge the earnings of a married couple and provide the husband and wife with an 
equal claim to benefits.   
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including the change in Social Security wealth from one year to the next for the couple.  

Because dually entitled women can earn benefits without working, they face smaller, and 

sometimes no, incremental increases in Social Security wealth due to additional work.  

Thus, dually entitled women face higher net payroll taxes.   

Vistnes concluded that an increase in the marginal change in Social Security 

wealth increased the probability that women continued to work.  In other words, higher 

net payroll taxes for dually entitled women caused them to retire earlier than non-dually 

entitled women.  Under a simulated model whereby dually entitled women could retain 

their increase in worker benefits as well as the same spousal benefit, the probability of 

retirement for dually entitled women decreased and moved closer to that of non-dually 

entitled women.   

In light of the changing nature of women’s labor force participation and marital 

status, Marjorie Hoig (1998) used data from the early 1990’s in the Health and 

Retirement Study (HRS) to estimate a subjective probability model of working full-time 

after reaching age 62.  Hoig’s study consisted of about 1,200 white, married women, ages 

51-61, with working spouses.  The variables included in the analysis consisted of 

individual respondent’s answers to subjective questions about their perceived 

expectations for the future.   

Hoig concluded that the younger generation of women included in her study took 

their own economic opportunity into account more so than previous generations.  

Husband’s expected retirement age, however, still played a significant role in women’s 

retirement decisions.  Expected wages also played a positive and significant role in 
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women’s expected labor force participation at age 62, such that a ten percent increase in 

expected wages corresponded to a seven percent increase in the probability of continued 

work.    

Although higher expected Social Security benefits implied a slightly lower 

probability of working at age 62, Hoig found weak support for the role of Social Security 

in women’s expected retirement.  More significant, it appeared, was the role of employer 

pensions whereby higher expected pension wealth decreased women’s probability of 

work beyond age 62.   

Jonathan Gruber and David Wise conducted a study of Social Insurance programs 

and retirement trends in ten countries.  While the labor force participation rate of men 

ages 60-64 declined by an average 75 percent over the past three decades, women’s labor 

force participation rates (ages 60-64) declined considerably less.  Gruber and Wise 

attribute the decline in elderly labor force participation to excessively high implicit tax 

rates (as high as 55 percent in France) on work beyond the retirement age.   
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III. Discussion of theoretical model and hypothesis 
 

In consideration of the recent emphasis placed on Social Security reform, it is 

important to understand the rules and regulations of the Social Security system in the 

United States.  As defined by Social Security legislation, determination of benefit 

eligibility and benefit size can influence individual’s labor supply and retirement 

decisions.  Given the long run financial stability problems facing Social Security, the goal 

of reform is to save the system costs by increasing contributions, decreasing payouts, or a 

combination of both. 

The age at which individuals decide to retire affects contributions to the system.  

Each year a worker remains in the labor force, they contribute additional dollars to the 

Social Security system.2  Thus, policies that encourage individuals to remain in the labor 

force can save the system money.   

This model seeks to determine the variables that affect women’s retirement 

decisions so that the results may be used to craft appropriate reform measures that will 

create a financially solvent Social Security system for the foreseeable future.    

A. Description of Social Security Benefit Calculations 
 
 The size of a worker’s Social Security benefit depends on how many years they 

worked and how much they earned over their lifetime.  To be eligible to receive an 

individual Social Security benefit, a person must have worked and paid Social Security 

                                                 
2 Additional years of work also reduce the number of years over which individuals will collect benefits, but 
benefit levels are adjusted to compensate for this.   
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taxes for at least 40 quarters or ten years.  There are other ways to receive Social Security 

benefits, such as through the spousal or survivor benefit, but anyone 62 years of age or 

older who contributed to Social Security for at least 40 quarters is eligible to receive an 

individual benefit based on their lifetime earnings.  The monthly individual benefits 

received by workers are called their Primary Insurance Amount, or PIA.    

When a worker turns 60 years of age, the Social Security administration 

calculates that worker’s PIA based on their Average Indexed Monthly Earnings (AIME).  

Because of inflation, earnings in the early years of one’s work history are much lower 

than their earnings later on.  Thus, the Social Security Administration brings each year of 

earnings in line with current wages by multiplying each year’s earnings by a wage index.  

If a worker earned the national average wage of $10,000 in 1950 and the national average 

of $40,000 in 2005, the wage index would bring his or her 1950 earnings up to $40,000.   

After all earnings have been adjusted for wage growth, the top 35 years of 

earnings are added together and divided by 420 months (35 years times 12 months per 

year) to determine the worker’s AIME.  Because the AIME is based on 35 years, a 

worker who works more than 35 years will not have his lowest years of earnings included 

in the calculation, and a worker who works fewer than 35 years will have zeros included 

in the calculation.  Because the calculation is determined when the worker reaches age 

60, it is later adjusted if any of their annual earnings after age 60 exceed the 35 years of 

earnings included in the initial calculation.  These earnings, however, will not be adjusted 

for wage growth.  
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Once an individual’s AIME has been calculated, the Social Security 

Administration uses three established income levels to determine the worker’s PIA (their 

monthly check).  The Social Security system is progressive; low-income workers receive 

a higher percentage of their pre-retirement earnings than do higher income workers.  For 

2006, 90 percent of the first $656 of AIME is included in a worker’s PIA.  Thirty-two 

percent of AIME from $657 up to $3,955 is included in the PIA, and fifteen percent of 

AIME from $3,956 up to $7,850 is included in the PIA.  As a result of the $94,200 cap 

(2006) on taxable Social Security earnings, the maximum AIME for which individuals 

earn Social Security benefits (even Bill Gates’) is $7,850.  Thus, the maximum monthly 

benefit possible for someone retiring in 2006 is $2,230.03 [(656*.9) + ((3955-

656)*.32)+((7850-3955)*.15)=2,230.03].    

Below is an example of how Social Security benefits would be calculated for a 

worker who earned the national average wage throughout his or her career and who 

retired at the normal retirement age: 

National average wage = $35,649 
AIME= $35,649/12 months = $2,971 
PIA = ($656*.9) + (($2,971-$656)*.32) = $1,331 

 
 The calculation above assumes that the individual retires at his or her designated 

“normal” retirement age.  When Social Security was first enacted, the normal retirement 

age for all workers and all spouses was 65.  However, due to financial constraints within 

the system, legislation passed in 1982 increased the normal retirement age from 65 to 6 7.  

To allow individuals to plan for the change in benefit eligibility, the “normal” retirement 

age did not change for those ages 45 or older at the time of the legislation.  The increase 
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was implemented gradually (see Table 1 on the following page) such that only 

individuals who were 22 years of age or younger at the time of the legislation will be 

subject to the 67 year “normal” retirement age.   

 
Table 1: Normal Retirement Age by Birth Year3 

 
Year of birth Normal Retirement Age
1937 and prior 65 

1938 65 and 2 months 
1939 65 and 4 months 
1940 65 and 6 months 
1941 65 and 8 months 
1942 65 and 10 months 

1943-54 66 
1955 66 and 2 months 
1956 66 and 4 months 
1957 66 and 6 months 
1958 66 and 8 months 
1959 66 and 10 months 

1960 and later 67 
 

 
Although full Social Security benefits are not available until a person reaches the 

“normal” retirement age, individuals can opt to retire “early” any time after age 62 and 

receive reduced benefits.  Early retirement was not always an option.  When Social 

Security was first enacted, it was only available to persons age 65 or older.  In 1956, 

legislation was enacted that allowed women to receive reduced benefits starting at age 62.  

In 1961, men also became eligible for “early” retirement at age 62.  Individuals who 

choose to collect benefits before they reach the normal retirement age have their monthly 

benefit reduced to compensate for the longer time period over which they receive benefits 

(see Table 2 on the following page).  Because the normal retirement age was gradually 

increased over time, the difference between the normal retirement age and the early 

                                                 
3 Social Security Administration. 
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retirement age of 62 varies across cohorts.  For older individuals (those born before 

1938), the gap is three years.  For younger individuals, the gap can be as large as five 

years (those born after 1959).  Thus, larger percent benefit reductions (per year or month 

of retirement before the normal retirement age) apply to younger individuals. 

 

Table 2: Percent Benefit Reductions for Early Retirement4 
 

Birth Year Per year percent benefit 
reduction in individual 

benefit for  retirement before 
the Normal Retirement Age 

Per year percent benefit 
reduction in spousal benefit 

for retirement before the 
Normal Retirement Age 

1937 or earlier 6.7 8.3 
1938 6.6 8.2 
1939 6.5 8.0 
1940 6.5 7.8 
1941 6.4 7.7 
1942 6.4 7.6 

1943-54 6.2 7.6 
1955 6.2 7.4 
1956 6.1 7.3 
1957 6.1 7.2 
1958 6.1 7.2 
1959 6.0 7.1 

1960  or later 6.0 7.0 
 
 

Whereas individuals who retire early have their benefits reduced, individuals who 

wait to collect benefits until after their normal retirement age have their monthly benefits 

increased for each year they delay collecting benefits (see Table 3 on the following page).   

                                                 
4 Social Security Administration. 
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Table 3: Percent Benefit Increases for Delayed Retirement5 

 
Year of birth Credit per year 
1917-24 3.0% 
1925-26 3.5% 
1927-28 4.0% 
1929-30 4.5% 
1931-32 5.0% 
1933-34 5.5% 
1935-36 6.0% 
1937-38 6.5% 
1939-40 7.0% 
1941-42 7.5% 
1943 and later 8.0% 

 

The size of increases and decreases in monthly benefits resulting from choices of 

retirement age are based on life expectancy and considered “actuarially fair.”  This means 

that the sum of the present discounted value of an individual’s expected lifetime benefits 

should be the same regardless of when they first start collecting benefits. 

In addition to individual benefits married individuals are entitled to a spousal 

benefit on behalf of their spouse’s earnings.  The spousal benefit equals half the spouse’s 

individual benefit.  In order to qualify for the spousal benefit, a person must have been 

married to their spouse for at least 10 years.  Individuals who get divorced can still claim 

a spousal benefit on behalf of their previous spouse so long as their marriage lasted 10 or 

more years and provided that they do not remarry.  Individuals who are entitled to the 

spousal benefit cannot collect both an individual benefit and a spousal benefit.  Rather, 

they receive the larger of the two.  

 

                                                 
5 Social Security Administration. 
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B. Men versus Women and the Changing Nature of Women’s Labor Supply 
 

With the exception of a decline in the average retirement age, men’s labor force 

participation rates have remained fairly constant and their wages have grown steadily 

since the inception of Social Security.  Women, on the other hand, have undergone 

dramatic changes with regards to many factors that affect Social Security benefits and 

eligibility.  To understand the implications of Social Security reform for women, we must 

focus on how current and future generations of women will respond to Social Security.  

Compared to sixty years ago when Social Security first began, women today are 

considerably more likely to be in the labor force, to be single (never married or divorced), 

and to earn wages comparable to men.     

Women today represent almost half (47 percent) the labor force in the United 

States. Whereas only 36 percent of women participated in the labor force in 1960, 59 

percent of women participated in the labor force in 2004.6  As women enter the labor 

force in increasing numbers, a greater proportion of the female population faces the 

retirement decision.   

Women are also earning more today than in the past.  Over the 25 year period 

from 1979 to 2004, women’s earnings compared to their male counterparts increased by 

18 percentage points from 62 percent to 80 percent. In addition, 24 percent of all married 

women today earn more than their husbands.7  As the earnings power of women 

continues to increase, a greater proportion of women have become entitled to Social 

                                                 
6 As women’s labor force participation rates have been on the rise over recent decades, men’s participation 
rates have fallen from 86 percent in 1960 to 76 percent in 2004 (Bureau of Labor Statistics). 
7 Bureau of Labor Statistics.   
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Security benefits based on their own earnings and many are “dually entitled” to both an 

individual and spousal benefit.   

Lastly, divorce rates have been on the rise over the past decades and an increasing 

number of women never marry. Unless a divorced woman was married for 10 or more 

years, she is not eligible to receive a spousal benefit and must rely solely on her 

individual Social Security benefit earned through her participation in the labor force.   

It is expected that the change in labor force participation, earnings, and marital 

status of women over the past decades will strengthen the role of Social Security as a 

factor in women’s retirement decisions.  If this is the case, the coefficients on the Social 

Security variables will be significant. 

Studies examining the retirement decisions of men in response to Social Security 

reveal a positive relationship between the level of benefits over time and the probability 

of retirement.  In the aggregate, as benefits rise, men are more likely to retire.  This trend 

has been true over time as the United States experienced rising Social Security benefits 

and declining retirement ages.      

 If how women will respond to Social Security benefits and eligibility can be 

known ahead of time, policymakers can better construct reform measures that will 

effectively improve the stability of the Social Security system and maintain the well-

being of the women it serves. 

C. Spousal Benefit Reform 
 

With an increasing number of “dually-entitled” women, it may be appropriate to 

reform the spousal benefit in a way that would encourage women to work longer but that 
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would continue to keep elderly women out of poverty.  Some would argue that the 

spousal benefit no longer serves the group of women it was originally intended for and 

that it may not be necessary or equitable in today’s society.    

For married women, the spousal benefit serves as a work disincentive.  Working 

women who receive a spousal benefit (meaning that their individual benefit is less than 

50 percent of her husband’s benefit) gain no additional Social Security benefits from their 

own work efforts and Social Security contributions.  Women who receive individual 

benefits, on the other hand, can increase the size of their Social Security benefit by 

working longer.  A reduction or complete elimination of the spousal benefit would cause 

more women to receive Social Security benefits based on their own earnings.  Thus, these 

women would be encouraged to work longer to receive larger Social Security benefits in 

retirement.  An earnings sharing program whereby both individuals in a marriage receive 

equal benefits based on the combined earnings of the couple has been proposed as a way 

to reduce costs for the system while still providing benefits for women who stay home to 

care for children.    
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IV. Description of data source and statistical model 
 

A. Data Source 
 

In an effort to measure the impact of Social Security on the retirement decision of 

older women, I will analyze data from the 1998 wave of the RAND version of the Health 

and Retirement Study (HRS).   

The HRS is a national panel study that sampled individuals ages 51-61 along with 

their spouses, and interviewed them every two years during the study (1992-2002).  The 

HRS was designed to collect information on individuals as they transition from pre-

retirement into retirement.  In order to select a large, representative sample of the entire 

U.S. population of individuals ages 51-61, the HRS used a national area probability 

sample of U.S. households.  Probabilities from the 1990 U.S. Census served as the basis 

for participant selection.    

  Questions asked by the HRS concentrate on the health, economic, demographic, 

and other factors that influence retirement decisions.    

The RAND HRS data files provide a clean, processed, and streamlined version of 

variables derived from the HRS.  The RAND version provides data on the core 

interviews (exit interviews and restricted data excluded) from six waves of the HRS and 

also incorporates three additional cohorts into the dataset.  The four cohorts that make up 

the RAND version of the HRS include:  

1. HRS cohort, born 1931-1941 (included in the study beginning in 1992); 
2. the AHEAD cohort, born before 1924 (originally a separate study, but 

included in the HRS as of 1993); 
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3. the CODA (Children of Depression) cohort, born 1924-1930 (added to the 
study in 1998), and  

4. the WB (War Baby) cohort, born 1942-1947 (added to the study in 1998) 

Due to the RAND version’s addition of multiple cohorts, and the inclusion of all 

spouses as individual respondents, respondents in the RAND dataset range in age from 27 

to 93. 

For the use of this study, data from the 1998 wave of the RAND version was 

isolated to include only females ages 55 and older who had positive earnings in the 

previous year (1997).  The data was restricted in this manner so as to compare the 

retirement decisions8 of a subset of women who all participated in the labor force in the 

previous year and who were at or near retirement age.   The resulting dataset includes 

observations on 2,579 women ages 55-93.  Twenty-nine percent, or 748 retired in 1998.   

The initial dataset contained observations on 15,232 women.  Eliminating all 

women who did not have positive earnings in 1997 reduced the dataset to 4,080 

observations.   Observations were further reduced to 2,669 after eliminating any women 

under the age of 55.  Women younger than 55 years old were eliminated on the basis that 

they were unlikely to be considering retirement.  The dependent variable, r4retire, was 

missing for 58 women, and the number of living parents variable, r4livpar, was missing 

for an additional 32 women.  Thus, observations with missing observations on these 

variables were dropped, resulting in a final dataset containing observations on 2579 

women.  The women dropped from the dataset were, on average, 1.3 years younger, had 

                                                 
8 Retire is a self-defined variable, meaning that the respondent went from a state of “not retired” or 
“partially retired” to “completely retired” during the course of the study. 
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about 40% more household wealth, and were about 50% more likely to be married with 

their spouse not eligible to retire (50% less likely to be widowed or divorced).  Other 

characteristics differed slightly, but in the expected magnitude and direction given the 

younger age of the dropped women (for example, the dropped women were less likely to 

be eligible to retire and had slightly lower Social Security benefits available to them due 

to larger discounting of benefits). Other characteristics, such as race, individual earnings, 

and self report of health did not differ significantly between the dropped observations and 

final dataset.     

B. Empirical Approach 
 

Analysis of the data relies on a retirement decision equation whereby a woman’s 

choice whether or not to retire in the given year (1998) depends on age, education, race, 

eligibility for Social Security, household wealth, health, individual and spouse’s earnings, 

available Social Security benefits, and a combination of marital status and spouse’s 

Social Security eligibility.  Originally, the model included additional variables, such as 

probability of living to ages 75 and 85, job history, and pension income.  However, many 

of these additional variables contained a significant number of missing observations.  

Variables that limited the data set to fewer than 2,579 observations were dropped from 

the equation.   

The dependent variable representing whether or not a woman retired in 1998, 

r4retire, was specified based on reported retirement status.  Women who responded that 

they were either “retired” or “partly retired” were considered “retired” and take on a 

value of one for the dependent variable.  Women who said they were “not retired” take 
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on a value of zero for the dependent variable.  Although this self-reported specification of 

retirement does not indicate whether or not women are collecting Social Security 

benefits, it distinguished between women who are actively participating in the labor force 

and those who are not.   

The race variable, rarace, equals zero if the woman is white and one if she is black 

or of another race.  The household wealth variable, h4atota, is the sum of all household 

assets including debts owed. 

The earnings variables, r4iearn and s4iearn2, denote individual and spouse’s 

earnings from the previous year.  Because the original dataset contained missing 

observations on s4iearn for all women who were not currently married, a second variable, 

s4iearn2 was created whereby spouse’s earnings for unmarried women were set equal to 

zero.  Naturally, this reduced the mean value for s4iearn2.  It should be noted that the 

average earnings of married women’s spouses was actually $28,144, more than twice the 

reported mean of $11,817. 

The number of living parents does not include spouse’s parents and has a 

maximum value of 2.  The self report of health variable, r4shlt, ranges from one to five, 

with one being “excellent,” two “very good,” three “good,” four “fair,” and five “poor.”  

The r4hlthlm variable denotes whether or not a woman’s health limits her work.  It takes 

on the value of one for women whose health limits their work and zero for women for 

whom health does not limit work. 
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Social Security eligibility, r4eligible, is a function of age.  Any woman 62 years 

of age or older is eligible to collect Social Security benefits (r4eligible=1) and anyone 61 

years of age or less is ineligible (r4eligible=0).   

Whereas previous studies used total Social Security wealth or the marginal 

increase in Social Security wealth to measure the effect of Social Security on retirement 

decisions, this study uses monthly Social Security benefits.  Measuring total Social 

Security wealth or the marginal increase in Social Security wealth requires very complex 

formulas and information such as date of death and future earnings which cannot be 

predicted with complete accuracy.  Very few people have any idea what their total Social 

Security wealth is or what the marginal increase in their Social Security wealth per 

additional year of work would be.  However, the Social Security administration sends 

individuals an annual report that provides an estimate of how much, in terms of a 

monthly Social Security benefit, they can expect to receive given their lifetime earnings 

thus far.  Accordingly, awareness of Social Security benefit levels is much greater than 

awareness of total Social Security wealth or the marginal increase in Social Security 

wealth.  Additionally, when planning for retirement, individuals often try to calculate 

how much money they will need to survive on a monthly or yearly basis.  Because Social 

Security provides a check each month until a person dies, it is the size of the monthly 

benefit the individual will receive each month that matters much more than an estimate of 

their total Social Security wealth.    

Both individual and spouse’s Social Security benefits were calculated according 

to the Social Security Administration formulas and then discounted or increased 
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depending on the individual’s/spouse’s age (see above description of Social Security 

benefit calculations).  Benefits were also adjusted upwards by 15 percent in order to bring 

estimated benefits in line with actual benefits (See Appendix A for a detailed description 

of how Social Security benefits were estimated).  If a woman was either not married or if 

her spouse was already retired, no observation existed for the spouses’ earnings.  Thus, 

the spousal benefit variable (s4pia_actual) for single women was set equal to zero.  In the 

case of spouse’s already collecting Social Security benefits, the spousal benefit variable 

(s4pia_actual) was set equal to the actual benefit reported in the dataset (s4isretpia).  The 

original estimate of SS benefits was used in all other cases.   

Women’s actual Social Security benefits available are represented by two 

variables, r4indrec and r4sprec, in order to distinguish the effects of the individual Social 

Security benefit versus the spousal benefit on women who receive each.  The individual 

benefit variable, r4indrec, equals zero for women who receive the spousal benefit and the 

spousal benefit variable, r4sprec, equals zero for women who receive/will receive an 

individual benefit.   

Marital status takes the form of a series of interaction terms that link marital status 

to spouse’s eligibility to receive Social Security benefits.  Marital status was grouped into 

three categories: married, widowed or divorced (widdiv=1), and never married.9  Married 

women were further split into women with spouses eligible to collect Social Security 

benefits (mselgret=1) and women with spouses not yet eligible to collect Social Security 

benefits (msnotelgret=1).  Within the sample, 32 percent of the women were married with 

                                                 
9 Never married is the base case and is not included in the model. 
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spouses eligible to collect Social Security benefits, 24 percent were married with spouses 

not yet eligible to collect Social Security benefits, 36 percent were widowed or divorced, 

and 8 percent were never married.  

Table 4 on the following page provides a description and summary statistics of 

the variables used in the model: 
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Table 4: Variable Descriptions and Summary Statistics (N=2579) 
 

Variable Description Value Type Mean St. 
Deviation 

Range 
 

r4retire Whether retired in 1998 
[1= retired,0= not retired] 

.290 .4539 0-1 

Rarace Race 
[0= white,1= black or other] 

.208 .4061 0-1 

r4agey_b Age  
[Years] 

61.5 5.795 55- 93 

Raedyrs Education 
[Years] 

12.7 2.657 0- 17 

h4atota Total Household Wealth 
[Dollars] 

$256,754 657777 -$846,850- 
$22,300,000 

r4iearn Individual earnings (previous year) 
[Dollars] 

$20,431 18920 $20-$173,378 

s4iearn2 Spouse individual earnings (previous year) 
[Dollars] 

$11,817 27240 $0-$420,000 

r4livpar Number of living parents .399 .5981 0- 2 
r4shlt Self report of health 

[1= excellent, 2= very good, 3= good, 4= fair, 
5= poor] 

2.53 1.011 1- 5 

r4hlthlm Whether health limits work 
[1= yes, 0= no] 

.123 .3285 0-1 

r4eligible Eligibility for SS benefits (62 years of age or 
older) 
[1= eligible, 0= not eligible] 
 

.398 .4896 0-1 

s4pia_actual** Spouse’s individual SS benefits  
[Dollars] 

$429.67 505.3 $0- $3,359 

r4indrec Amount of individual benefit for those 
receiving individual benefit [(1-
recsp)*individual SS benefit] 
[Dollars] 

$633.22 419.3 $0- $2,478 

r4sprec Amount of spousal benefit for those receiving 
spousal benefit [recsp*spousal SS benefit] 
[Dollars] 

$71.69 190.1 $0-$1,680 

Mselgret Married and spouse eligible to retire 
[1=Yes, 0=No] 

.323 .4679 0-1 

msnelgret Married and spouse not eligible to retire 
[1=Yes, 0=No] 

.237 .4253 0-1 

Widdiv Widowed or divorced 
[1=Yes, 0=No] 

.358 .4975 0-1 

**See Appendix A for documentation of Social Security benefit variable calculations 
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Due to the discrete nature of the dependent variable, and well as the discrete and 

categorical nature of many independent variables, the model utilizes a logistic regression.  

C. Results 
  

Table 5 displays the results of Equation 1 in terms of the marginal effect of each 

independent variable on the average woman’s retirement decision.  The marginal effects 

reported here represent the change in probability of retirement per each one-unit change 

in the independent variable.  All marginal effects are calculated at sample mean values 

for continuous numerical variables such as age and earnings (r4agey_b, r4iearn) and at 

the modal values for dummy and categorical values such as race and number of living 

parents (rarace, r4livpar).  Although widdiv possessed a modal value of 0, it was 

calculated at a value of 1 because widdiv was the most common status reported for the 

marital status/spouse’s eligibility variables (mselgret, msnotelgret, and widdiv).    

Whereas a total of 29 percent of the sample retired in the given year, the predicted 

probability of retirement for the average woman in the sample was only 11.7 percent.  

This lower probability is the result of the sample means used to predict the overall 

probability of retirement for women in the sample.  These means included an age of 61.5 

years and a status of non-eligible for Social Security benefits.  Both of these factors cause 

significantly lower probabilities of retirement.  Table 5 on the following page provides a 

summary of the regression results. 
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Table 5: Logistic Regression Results 

 

Variable Name Coefficient Estimate Std. Err. 
Marginal Effect 

(dy/dx) Std. Err. 
Mean 

value of X 
rarace  0.118747 0.138952 0.012861 0.01550 0.20804 
r4agey_b** 0.103552 0.016201 0.010719 0.00225 61.5164 
r4edyrs** 0.161492 0.023224 0.016716 0.00299 12.742 
h4atota 1.10E-07 6.95E-08 1.14E-08 0.00000 256,754 
r4iearn -2.81E-06 8.17E-06 -2.91E-07 0.00000 20,430.7 
s4iearn2 2.28E-06 2.67E-06 2.36E-07 0.00000 11,816.9 
r4livpar -0.18206 0.104163 -0.01885 0.01164 0.39915 
r4shlt -0.00086 0.058757 -9E-05 0.00608 2.53282 
r4hlthlm** 1.074397 0.161695 0.162787 0.03411 0.122519 
r4eligible** 1.366081 0.167934 0.225157 0.03150 0.398138 
s4pia_actual -0.00016 0.000206 -1.7E-05 0.00002 429.67 
r4indrec** -0.00195 0.000343 -0.0002 0.00004 633.220 
r4sprec** -0.00087 0.000449 -9E-05 0.00005 71.6938 
mselgret** 0.533156 0.245592 0.067342 0.03636 0.323429 
Msnotelgret 0.113545 0.265929 0.012273 0.02966 0.236945 
Widdiv 0.046991 0.225494 0.004777 0.02268 0.357826 
_constant -9.12044 1.058306    
** denotes significance at the 95% confidence level 
Number of Observations 2579 
LR Chi2 (18) 870.41 
Prob > Chi2 0.0000 
Log likelihood -1113.98 
Pseudo R2 0.2809 
 
 

The results indicate that women’s age, education, and eligibility to start receiving 

Social Security benefits (age 62 and older) are the most important factors in their 

retirement decisions.  Also important are health limitations on work, and marital status 

combined with spouse’s Social Security eligibility.       

As indicated by the positive signs on r4agey_b and r4eligible, women who are 

older and who are eligible to receive Social Security benefits are more likely to retire.  

The magnitude of these effects is such that, for a woman with average characteristics (for 

all other independent variables), a one-year increase in age is associated with a 1.1 

percentage point increase in the probability of retirement.  Being eligible to collect Social 
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Security benefits is associated with a 22.5 percentage point increase in the probability of 

retirement.   Thus, women who are eligible to receive Social Security are twice as likely 

to retire as the average woman in the sample. 

Years of education also play an important, positive role in women’s retirement 

decisions.  Women with more years of education are more likely to retire than women 

with fewer years of education.  For each additional year of education above the sample 

mean of 12.7 years, women are 1.7 percentage points more likely to retire.  One 

explanation for this positive relationship is that women who are more educated have 

better prepared themselves for retirement throughout their working lives.  Another 

explanation is that the positive relationship is due in part to the fact that women with 

higher levels of education generally have higher lifetime earnings and are therefore more 

likely to be financially prepared for retirement.          

While self-reported health does not significantly influence women’s retirement 

decisions, health limitations on work significantly increase women’s probability of 

retirement.  Women who report health problems that limit their work ability (all other 

characteristics held constant) are 16.3 percentage points more likely to retire than similar 

women who report no health limitations.   

The size of Social Security benefits available to women plays a significant role in 

their retirement decision.  The direction of this effect is negative, implying that higher 

benefits actually decrease the probability of retirement.  A negative relationship is 

contrary to the reasoning that higher benefits provide greater financial security and thus 

would increase the probability of retirement.  A likely cause of the negative coefficient 
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on Social Security benefit levels is the direct link between earnings and Social Security 

benefits.  Because Social Security benefits are based on lifetime earnings, women with 

higher earnings are entitled to higher benefits.  As indicated by the negative (although not 

significant) coefficient on individual earnings, the cost of retirement, in terms of lost 

wages, is greater for women with higher earnings.  High earnings might also imply 

something about the work ethic of women.  Their high earnings might be the result of a 

strong work ethic that would encourage them to remain in the labor force longer.  Thus, 

after taking into account the direct link between Social Security benefits and women’s 

earnings, it is not entirely surprising that a negative relationship exists.  Given the link 

between earnings and benefits, this finding does not imply that higher benefit levels alone 

would encourage women to remain in the labor force.  

The difference in magnitude between women’s individual and spousal benefits 

(r4indrec and r4sprec) suggests that individual Social Security benefits have a larger 

effect on women’s retirement decisions than spousal benefits.  Women who are eligible 

for a spousal benefit that is greater than their individual benefit will collect the spousal 

benefit.  For these women, a $10 increase in the size of their available monthly spousal 

benefit corresponds to a 0.1 percentage point decline in their probability of retirement.   

Women who are not eligible to collect a spousal benefit and women whose individual 

benefit is greater than their spousal benefit will collect their individual benefit.  For these 

women, a $10 increase in their available monthly individual benefit corresponds to a 0.2 

percentage point decline in their probability of retirement.  Thus, the effect of individual 
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Social Security benefits on women’s retirement decisions is twice as large as the effect of 

the spousal benefit.   

This finding may be due in part to inherent differences between women who 

collect a spousal benefit and women who collect an individual benefit.  Most importantly, 

the spousal benefit is not a function of individual earnings, but rather spouse’s earnings.  

Thus, a woman does not have as much control over the size of her spousal benefit as she 

does her individual benefit.  Furthermore, women who collect the spousal benefit 

generally spend less time in the labor force and earn lower wages.  These women may 

have different valuations for family versus work and thus might be more willing and able 

to retire earlier. 

Marital status and spouse’s eligibility for retirement also affect women’s 

retirement decisions.  Although the coefficients on mselgret, msnotelgret, and widdiv are 

all positive, mselgret is the only significant variable.  The results suggest that women 

who are married and whose spouse’s are eligible to retire are 53.3 percentage points more 

likely to retire.  The only case not included in the model is women who were never 

married.  Given the positive sign on the three other marital/spouse eligibility variables, 

being never married likely has a negative effect on women’s retirement decisions.  This 

makes sense as women who never marry rely on their own earnings and benefits and 

likely have fewer time commitments (children, spouse, etc.) that would encourage them 

to retire earlier.   

Whereas Table 5 provides marginal effects at the sample means, the model’s 

estimates of marginal probabilities can also be used to predict the individual probability 
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of retirement for each woman in the sample.  A comparison of the individual probabilities 

of select groups of women can then be examined in detail.  Table 6 below displays the 

average predicted probability of retirement for women of specified characteristics.   

 
Table 6: Predicted Probability of  

Retirement for Selected Subsets of Women 
 

Characteristic N 
Predicted Probability of 

Retirement Among Women 
of Given Characteristic 

Age 61 205 0.153598 
Age 62 171 0.446509 
White 2039 0.294752 
Other race 534 0.271536 
Eligible to begin collecting Social Security 1024 0.535156 
Not eligible to begin collecting Social Security 1549 0.127824 
Married, spouse eligible to retire 832 0.396635 
Married, spouse not eligible to retire 609 0.126437 
Widowed or divorced 921 0.321390 
Health limits work 316 0.509494 
Dually entitled, spousal benefit > individual benefit 344 0.442481 
Dually entitled, individual benefit > spousal benefit 1873 0.248810 
Not dually entitled 356 0.358894 

 
Predicted Probability of Retirement at Sample Means/Modes .1172636 
Average Probability of Retirement within Sample .2900349 

 
   

The effect of Social Security eligibility should be largest between the ages of 61 

and 62, at which point an individual first becomes eligible.  The model predicts the 

average probability of retirement among 61 year old women in the sample to be 15.4 

percent.  The average predicted probability of retirement for 62 year old woman in the 

sample, however, is 44.7 percent.  This large gap in the probability of retirement for 

eligible versus non-eligible women is also evident by a 53.5 percent probability of 

retirement among all eligible women (ages 62 and older) versus an only 12.8 percent 

probability of retirement among non-eligible women (ages 55-61).    
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Women who have health problems that limit work are more than four times as 

likely to retire as the average woman in the sample as they face a 50.3 percent probability 

of retirement. 

The type of benefit a woman receives could affect her retirement decision, 

particularly if she is entitled to dual benefits.  If a woman is dually entitled and her 

spousal benefit is greater than her individual benefit, remaining in the work force and 

contributing additional taxes to Social Security will not increase the Social Security 

benefit she will eventually receive.  Among the sample included in the model, the 

predicted probability of retirement is greatest, 44.2 percent, for dually entitled women 

who have a spousal benefit greater than their individual benefit.  Dually entitled women 

for whom their individual benefit is greater than their spousal benefit have the lowest 

probability of retirement at 24.9 percent.  Non-dually entitled women have an average 

probability of retirement of 35.9 percent.  The predicted probabilities above support the 

logic that women who receive no gains in terms of Social Security benefits (dually 

entitled with a spousal benefit greater than their individual benefit) are less likely to 

remain in the workforce than women who can increase their future Social Security 

benefits through continued work (non-dually entitled or dually entitled with an individual 

benefit greater than their spousal benefit).   

However, these predictions are based on only a sample of women and on a limited 

number of variables included in the model.  Without information on the job history of 

these women, we cannot infer their work preferences.  It may be that being dually eligible 

and entitled to a larger spousal benefit is the result of weak preferences for work which 
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led to lower individual earnings and thus a larger spousal benefit.  Thus, preferences and 

characteristics not represented in the model could contribute to the discrepancy in 

retirement probabilities among dually eligible women.  

The results of this model do not provide sufficient evidence to predict how women 

might respond to a reduction or elimination of the spousal benefit.  The negative sign and 

coefficient on Social Security benefits appears to be influenced by the link between 

earnings (both individual and spouse’s) and Social Security benefits.  Thus, further 

research is needed to separate the effect of Social Security benefits on women’s 

retirement decisions from that of earnings.    
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V. Policy Implications for Reform 
 
 The findings of this study suggest that Social Security does affect women’s 

retirement decisions.  The most notable effect comes from eligibility to begin collecting 

Social Security benefits.  The marginal effect of being eligible to collect Social Security 

increases the probability of retirement for the average individual in the sample by 22.5 

percentage points, or almost 200 percent.  Individual level predictions based on the 

model’s marginal effects reveal an even larger influence whereby the predicted 

probability of retirement for eligible women in the sample is 54 percent versus only 13 

percent for non-eligible women.  The importance of retirement eligibility suggests that 

policymakers could alter the retirement patterns of women, and presumably men, by 

adjusting age of eligibility known as the “early” retirement age.  Legislation in the 1980’s 

increased the normal retirement age from 65 to 67 but kept the early retirement age at 62.  

In effect, this amounted to a decrease in benefits.  Individuals subject to later normal 

retirement ages can still retire and collect benefits anytime after reaching age 62.  These 

benefits are just reduced by a larger percent to account for the greater difference in 

number of years between early and normal retirement age.   

Increasing the early retirement age would encourage individuals to remain in the 

workforce for longer periods of time.  While still in the workforce, individuals would 

continue to contribute payroll taxes to the Social Security system.  Thus, a change that 

encourages individuals to remain in the workforce longer saves money in two ways; 1) it 

brings in more money through increased payroll tax contributions; and 2) it reduces 
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payouts by increasing the age at which individuals can first begin collecting Social 

Security benefits. 

Along with eligibility for Social Security, this study finds that the size of benefits 

available to women affect their retirement decisions.  Although this model reveals a 

negative and significant relationship between Social Security benefit levels and women’s 

probability of retirement, the findings are plagued by what appears to be a semi-causal 

relationship between earnings and Social Security benefits.  Further research is necessary 

to isolate these two variables.   

Social Security benefits are, by definition, a function of income (or spouse’s 

income) and it impossible to sever this link.  Thus, the best way to truly isolate the impact 

of Social Security benefits on women would be to alter Social Security benefits in a non-

income dependent manner.  Michel Vanderhart was able to conduct analysis on such a 

basis through the use of a natural experiment.  In 1977, a sudden change was made to the 

Social Security benefits calculation formula.  This change put an end to rapid increases in 

benefits by replacing the Average Monthly Wage (AMW) with Average Indexed 

Monthly Earnings (AIME).  This change amounted to a lower rate of growth in 

benefits.10   

Due to the nature of a male-dominated labor force in the decades prior to and 

immediately after the 1977 legislation, Vanderhart only estimated the impact of the 

                                                 
10 Prior to this time, benefits were calculated based on the average monthly wage of a worker, with ad-hoc 
changes made to adjust the benefits for inflation.  These ad-hoc changes included a 7 percent increase in the 
Primary Insurance Amount (PIA) formula effective in 1965, an additional 13 percent increase in 1968, 15 
percent in 1970, 10 percent in 1971, and 20 percent in 1972.  These adjustments led to rapid increases in 
benefit levels for workers retiring in the 1960s and early 1970s.   
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change on men.  However, if new Social Security reform measures that alter benefit 

calculations are enacted, a similar time-series analysis could be conducted to estimate the 

impact of such a change on women.  The downfall to such analysis, however, is that it 

can only be done a significant time period after the change occurs.    

   
The relationship between Social Security benefits and probability of retirement is an 

important factor for policymakers to consider when contemplating possible Social 

Security reform measures.   Budgetary projections predict that by 2052, the Social 

Security trust fund will be exhausted.  Benefits in 2053 will be cut by 22 percent, with 

larger benefit cuts to follow in subsequent years.  11  For the average woman in the 

sample, this would equate to a $155 reduction in monthly benefits from $705 to $550.  

Although the model does not clearly project how women would respond to a change 

in the spousal benefit, the predictions in Table 6 reveal a greater probability of retirement 

among women who collect the spousal benefit.  A change in the spousal benefit would 

cause many women to shift from collecting a spousal benefit to collecting an individual 

benefit based on their own earnings.   

If the greater probability of retirement among women collecting the spousal benefit 

reflects a causal relationship, a reduction in or elimination of the spousal benefit would 

cause women to retire later than they otherwise would.  However, if the lower probability 

of retirement among women who collect the spousal benefit is due to personal 

characteristics such as predisposition for work that are not captured in the model, a 

                                                 
11 Congressional Budget Office. 
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change in or elimination of the spousal benefit not impact the retirement decisions of 

women.  

Regardless of how women respond as a whole, reducing the spousal benefit could 

particularly harm low-income and widowed women.  This problem could be alleviated by 

a simultaneous expansion in widow’s benefits and implementation of a scaled spousal 

benefit dependent on income.  These measures would help protect the most vulnerable 

women while maintaining cost-savings reductions for more well-off women.    

An earnings sharing program whereby couples’ earnings would be combined for the 

purpose of Social Security benefit calculations has been proposed as an alternative to the 

current spousal benefit.  Under such a scenario, both spouses would be entitled to equal 

benefits regardless of their portion of the couple’s combined income.  An earnings 

sharing system would significantly reduce the cost of Social Security because spousal 

benefits would no longer be paid out.     
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VI. Conclusion 
 
 The purpose of this study was to determine the role of Social Security in light of 

the changing nature of women’s labor force participation, earnings, and marital status.  

Whereas previous studies found little to no Social Security effect, this study concluded 

that Social Security affects women’s retirement decisions in more than one way.  Most 

importantly, being eligible to begin collecting Social Security benefits significantly 

increases women’s probability of retirement.  Additionally, this study found that monthly 

benefits available to women, either through an individual or spousal benefit, negatively 

affect their retirement decisions.  The negative relationship is somewhat contrary to 

common reasoning, but the role of income in determining benefit levels likely has more 

to do with the effect than the size of benefits themselves.   

 The changing nature of women’s labor force participation, earnings, and marital 

status reduces the need for a spousal benefit as currently provided by Social Security.  

Whereas the spousal benefit is not based on earnings and could actually discourage labor 

force participation, a reduced spousal benefit coupled with an increase widow’s benefit, 

or an earnings sharing program may better reflect the needs of today’s society.  

Policymakers should consider the effect of such changes by examining the labor supply 

effects and financial impact on individuals and the Social Security system.  Further 

investigation into the effect of Social Security on both women’s and men’s labor force 

participation and retirement decisions can help policymakers develop an efficient, 

equitable, and financially stable Social Security system. 
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Appendix A: Calculations for Social Security Benefits Variables 
 
 Available Social Security benefits were only reported if the individual collected 
benefits in 1998.  Because the majority of the sample did not collect benefits, benefits 
were calculated based on individual reported earnings for the prior year.  First, PIA 
amounts based on normal retirement age were calculated using the AIME of each 
individual (past year’s earnings divided by 12 months).  PIA amounts were then 
increased for individuals older than their corresponding normal retirement age, and 
reduced for individuals younger than their normal retirement age, but older than age 62.  
For individuals younger than age 62, benefits were reduced to what would be available 
upon reaching age 62 and then discounted at an annual rate of 3%12 to determine the 
present discounted value of future available benefits.   
 

An accuracy test was created by comparing the calculated benefits of individuals 
who collected Social Security benefits to their actual reported benefits.  The accuracy 
variable was set equal to actual reported benefit minus calculated benefit. The 
comparison revealed an average 15 percent discrepancy between the two.  Thus, imputed 
benefits were increased by 15 percent to improve the accuracy of the estimates.  The 
average difference between actual and calculated benefits decreased from $-115.38 to 
$6.09.  The standard deviation of the accuracy variable also decreased from 414.3 to 
391.2.  Although the 15 percent increase in benefits creates a better average 
representation of true benefits, many calculated benefits remain significantly different 
from actual reported benefits.  Ideally, benefits would have been calculated with 
complete knowledge of each woman’s earnings history, marital history, and spouse’s 
earnings history.  However, due to limited data consisting of only one year of reported 
earnings and one year of only the current spouse’s earnings, estimating Social Security 
benefits was difficult.  Thus, findings involving estimated Social Security benefits should 
be viewed with caution.   

 
Social Security benefits for spouses were estimated and adjusted upwards 15 

percent in the same manner as women’s benefits.  However, whereas the dataset 
specification included observations on prior year’s earnings for all women, it did not 
include observations on all spouses’ earnings.  If a woman was either not married, or if 
her spouse was already retired, no observation existed for the spouses’ earnings.  Thus, 
there was no way to determine available Social Security benefits.  To correct this 
problem, the spousal benefit variable (s4pia_actual) for single women was set equal to 
zero.  In the case of spouse’s already collecting Social Security benefits, the spousal 
benefit variable (s4pia_actual) was set equal to the actual benefit reported in the dataset 
(s4isretpia).  When spouse’s earnings data was available, the spouse’s benefit variable 
(s4pia_actual) was set equal to the calculated benefit (s4pia_15).     

 

                                                 
12 Literature studies reveal that a discount rate of 3% is the most common used in calculating the present 
discounted value of future streams of income. 
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Women’s benefits received were specified in a way that separated benefits based 
on a woman’s own earnings from benefits based on her spouse’s earnings.  First, the  
benefit based on the woman’s own earnings, as well as the spousal benefit (equal to one-
half of the benefit calculated on the spouse’s earnings) were calculated.  If the individual 
benefit exceeded the spousal benefit, then the woman was assumed to receive the 
individual benefit (r4indrec), and the spousal benefit (r4sprec) was set to zero.  If the 
spousal benefit exceeded the individual benefit, then the woman was assumed to receive 
the spousal benefit (r4sprec) and the individual benefit (r4indrec) was set to zero.  In 
addition, women who never married or who were otherwise not dually entitled were 
assume to receive benefits based on their own earnings (r4indrec) and the spousal benefit 
(r4sprec) was set to zero 
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