
Director’s corner
John Laitner
This Newsletter features Key Findings from a number of 
the 2016 research projects that the MRRC carried out, as 
well as a brief summary of the “Financial Security Research 
Symposium” that the MRRC coordinated in September 
2016, with the Social Security Administration and the 
Department of the Treasury.
The research symposium, which was held at the 
Department of the Treasury, included four panels with 
four presenters each as well as a lunchtime Keynote 
Address by William Spriggs, who is Chief Economist of the 
AFL-CIO and Chairman of the Economics Department at 
Howard University. Dr. Spriggs was introduced by Carolyn 
Colvin, then Acting Commissioner of the Social Security 
Administration. The panels focused on the changing nature 
of pensions, health and longevity, and new resources for 
retirees, such as reverse annuity mortgages.  There was 
special emphasis on recent contributions from behavioral 
analysis and new data sources, as well as data needs for 
research in the future.
Among the 2016 research projects described below, 
several dealt with possible implications of the Affordable 
Care Act. For example, a project carried out by Helen 
Levy, Thomas Buchmueller, and Sayeh Nikpay explored 
changes in insurance coverage brought about by the ACA.  
Similarly, work by Alan Gustman, Thomas Steinmeier, 
and Nahid Tabatabai studied the possible effects of new 
options for health insurance on people’s willingness to 
retire before age-65 eligibility for Medicare.  Gustman et al. 
used a structural model of household life-cycle behavior 

developed in previously 
funded MRRC research:
They were able to address a 
topic of great current interest 
using intellectual capital 
from past RRC grant-funded 
investments.
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Key findings from 2016 
projects touch on work 
transitions and more
The working papers for 2015’s research projects 
continue to hit MRRC’s website. Key findings for our 
published papers follow.

Social Security and Retirement
Occupational Transitions at Older Ages: What Moves 
are People Making? by Amanda Sonnega, Brooke 
Helppie McFall, and Robert J. Willis WP 2016-352

 Ț This paper uses data from the Health and Retirement 
Study (HRS) to examine occupational transitions at the 
detailed level toward the end of working life.

“Figure 3. Consumption-Age Profiles with and with- 
out Health Shock” from John Karl Scholz and Ananth 
Seshadri’s working paper, “The Interaction between  
Consumption and Health in Retirement.”
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 Ț Among workers who transition between occupations, 
the most common transitions are between those that 
are closely related. However, even within closely 
related occupations, there are no large pipelines 
between any two.

 Ț By age 62, 57 percent of workers are no longer in 
the labor force, 26 percent are still in their “career” 
occupation, and 17 percent have changed from their 
career occupation to another occupation. Beginning 
at age 66, however, the percentages in different 
occupations, which may be bridge employment or 
unretirement, are very similar to the percentages 
remaining in career occupations.

 Ț Occupational changes later in life tend to be 
accompanied by decreases in hourly earnings, 
suggesting that if workers are seeking flexible or part-
time bridge employment, it may come at a cost.

Do State Laws Protecting Older Workers from 
Discrimination Laws Reduce Age Discrimination 
in Hiring? Experimental (and Nonexperimental) 
Evidence by David Neumark, Ian Burn, Patrick Button, 
and Nanneh Chehras WP 2016-349

 Ț Age discrimination may make it difficult for 
policymakers to increase employment of older 
workers.

 Ț Experimental data that directly measures age 
discrimination does not provide clear evidence 
that stronger laws protecting older workers from 
discrimination reduce measured hiring discrimination 
against older workers.

 Ț Nonexperimental data indicate that the relative hiring 
of older workers is higher in states with stronger 
protections against disability discrimination. If 
this relationship is causal, it could imply that even 
though these stronger laws do not reduce measured 
discrimination against older workers, they could 
increase employment of older workers, perhaps by 
changing who looks for work.

Older People’s Willingness to Delay Social Security 
Claiming by Raimond H. Maurer and Olivia S. Mitchell 
WP 2016-346

 Ț In our HRS module, we show that many older 
Americans would be willing to delay claiming their 
Social Security benefits if they were offered an 
actuarially fair lump sum to do so.

 Ț Overall, half of the respondents say they would delay 
claiming if no work requirement were in place under 
the status quo, and only slightly fewer with a work 
requirement.

 Ț If no work is required, the average amount needed to 
induce delayed claiming is about $60,400, while when 
part-time work is required, the average is $66,700. 
This implies a low utility value of leisure foregone 
of only $6,300, or less than 20 percent of average 
household income.

 Ț Delayed claiming would have a positive effect on  
their retirement security, in that their Social Security 
income streams rise per year of delay. Indeed benefits, 
claimed at age 70 are more than 75 percent higher than 
at age 62.

The Interaction between Consumption and Health in 
Retirement by John Karl Scholz and Ananth Seshadri 
WP 2016-344

 Ț We study the interaction between consumption and 
health in retirement. Our main contribution is the 
estimation of a consumption Euler equation taking 
health into consideration.

 Ț We find that health shocks play an important role in 
slowing down the decline of consumption with age 
in retirement. Without health shocks, retirees will run 
down their wealth at a much higher speed.

 Ț We also find that including health into the utility 
function provides interesting interactions between 
health and consumption and could help explain the 
heterogeneous consumption-age profiles related to 
health.

 Ț Finally, we find that health investments, such as 
physical exercise, have a significant effect on 
the evolutions of both health and consumption in 
retirement.

Continued from Page 1
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 Ț The findings in this paper suggest that public 
programs, such as Medicare and Medicaid, play an 
important role in shaping the consumption and health 
behavior of the retirees, as well as the retirement and 
saving decisions of working people.

Wealth and Retirement Income
Consumption Smoothing During the Financial Crisis: 
The Effect of Unemployment on Household Spending 
by Michael Hurd and Susann Rohwedder WP 2016-353

 Ț We found that at unemployment, total monthly 
spending declined rapidly from the $3,560 it averaged 
during employment to about $2,980, a decline of about 
17 percent.   

 Ț Spending remained at that level until about 30 weeks 
of unemployment when it declined further to about 
$2,500, or around 70 percent of initial spending.  

 Ț Spending on big-ticket items and other, infrequently 
purchased items decreased more rapidly than high-
frequency expenditures such as those on food.  

 Ț Income decreased much more rapidly than spending 
to about 37 percent of pre-unemployment levels where 
it remained unless the duration of the unemployment 
spell was very long. An implication is that some 
spending while unemployed was financed out of 
savings or accumulation of debt.  

 Ț At re-employment,   increased rapidly, much more 
rapidly than spending.  

 Ț An overall conclusion is that households were able 
to maintain spending following unemployment at a 
fairly high percentage of pre-unemployment spending 
provided the duration of unemployment was moderate.  

How Home Equity Extraction and Reverse 
Mortgages Affect the Credit Outcomes of Senior 
Households by Stephanie Moulton, Donald Haurin, 
Samuel Dodini, and Maximilian D. Schmeiser  
WP 2016-351

 Ț Senior homeowners can extract home equity through 
different borrowing channels, and the channel through 
which they borrow equity is associated with different 
credit trajectories both before and after extraction.

 Ț Senior homeowners extracting equity through a 
home equity line of credit (HELOC) tend to have 
the strongest credit profiles of all types of borrowers 
prior to extraction that remain strong post extraction 
(e.g., high credit scores, low rates of delinquency). 
By contrast, senior homeowners extracting equity 
through a reverse mortgage had lower credit scores at 
the time of origination and were more likely to have 
had a credit shock prior to getting their loan than other 
borrowers and nonborrowers. The credit shock is 

Continued on Page 6

“Figure 3.3 Equifax 
Risk Score” from 
Stephanie Moulton, 
Donald Haurin, Sam-
uel Dodini, and Maxi-
milian D. Schmeiser’s 
working paper, “How 
Home Equity Extrac-
tions and Reverse 
Mortgages Affect the 
Outcomes of Senior 
Households.” The 
x-axis represents 
months prior to and 
after extraction. Y-
axis is credit score.
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observed as a drop in credit score of 25 or more points 
and an increase in credit card balances within the two 
years prior to loan origination.

 Ț While there is some decline in nonhousing debt 
across all borrowing channels in the three years after 
extracting from home equity, the decline is the greatest 
among seniors extracting home equity through a 
reverse mortgage, and particularly for credit card debt. 

Cohort Changes in Social Security Benefits and 
Pension Wealth by Chichun Fang, Charles Brown, and 
David Weir WP 2016-350

 Ț The near-elderly population in the most recent 
Health and Retirement Survey (HRS) cohort is not as 
financially prepared for retirement as their peers in 
earlier cohorts. In relative terms, retirement wealth 
does not grow as fast as lifetime earnings; in absolute 
terms, retirement wealth declines among men and 
minorities since the turn of the century.

 Ț There has been a stable shift from defined benefit 
(DB) plans to nonannuitized retirement wealth such 
as defined contributions (DC) or individual retirement 
accounts (IRA). The increase in DC and IRA was not 
enough to make up the loss in DB, which was reflected 
in the decline in retirement wealth. As a result, 
the proportion of Social Security benefits in total 

retirement wealth was increasing, especially among 
minorities.

 Ț The HRS used different earnings projection methods to 
produce Social Security and pension wealth estimates. 
The earnings projection in Social Security wealth 
estimation requires administrative data linkage, but 
performs reasonably well for those who stay in the 
same job in 2010. The earnings projection in pension 
wealth does not require data linkage and is easier to 
implement, but pension wealth estimates in 2004 were 
affected by larger errors in earnings projection for the 
same group of respondents.

Time Discounting and Economic Decision-making 
among the Elderly by David Huffman, Raimond H. 
Maurer, and Olivia S. Mitchell WP 2016-347

 Ț We find that implied Internal Rates of Return (IRR) 
used by our older respondents to discount future 
payments is 0.54.

 Ț IRRs rise with age so that a 15-year increase in age 
from 70 to 85 would be associated with about a one 
standard deviation higher IRR.

 Ț Whites and the better-educated have lower IRRs, 
while people with serious health conditions implying 
reduced life expectancy have 11 to 30 percent higher 
IRRs. Also IRRs are 35 percent higher than average 
for individuals diagnosed with a cognitive condition 
(dementia or Alzheimer’s).

Continued from Page 3

“Figure VIII: Composition of Retirement Wealth by Race” from Chichun Fang, Charles Brown, and David 
Weir’s working paper, “Cohort Changes in Social Security Benefits and Pension Wealth.”
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 Ț Net wealth is significantly lower for the least patient 
individuals. Additionally, the impatient are much less 
likely to engage in healthy behaviors and make little 
provision for end-of-life challenges.

Program interactions

Long-term Individual and Population Consequences 
of Early-life Access to Health Insurance by Etienne 
Gaudette, Gwyn Pauley, and Julie Zissimopoulos  
WP 2016-355
Gaining access to health insurance in childhood 
had long-term consequences for adult well-being. 
Compared to adult health and economic outcomes 
for individuals without childhood health insurance, 
gaining health insurance in childhood resulted in:

 Ț A decline in the prevalence at age 65 of most major 
diseases, excluding cancer;

 Ț An increase in life expectancy of 11 months and 16 
additional months lived free of disability;

 Ț No change in lifetime total medical spending as 
increases in spending due to additional life years were 
offset by lower health care spending due to improved 
health;

 Ț A decline in Medicare and Medicaid outlays and 
expenditures on lifetime Disability Insurance;

 Ț An increase in lifetime earnings of approximately  
8 percent.

The Effect of the Affordable Care Act on the Labor 
Supply, Savings, and Social Security of Older 
Americans by Eric French, Hans-Martin von 
Gaudecker, and John Bailey Jones WP 2016-354

 Ț We construct a retirement model that includes 
health insurance, uncertain medical costs, a savings 
decision, a non-negativity constraint on assets, and a 
government-provided consumption floor. We model the 
ACA as a change in government insurance provisions 
rather than the provision of insurance where none 
existed before.

 Ț We present evidence that those who cannot keep their 
employer-provided health insurance when they leave 
their job tend to remain on their job until age 65.

 Ț Those who can maintain their insurance after they 
leave their job tend to exit the labor market earlier. 
This provides evidence that access to health insurance 
reduces labor supply.

 Ț We show differences in both total and out-of-pocket 
medical spending prior to the enactment of the ACA. 
We show that average total medical spending is high 
for all groups: Those with no health insurance do not 
spend much more out-of-pocket than those who have 
private insurance.

 Ț Those uninsured receive health care through a variety 

Continued on Page 6

“Figure 4: Fraction of early 
retirees uninsured by income 
level Medicaid expansion vs. 
nonexpansion states” shows 
the income gradients in un-
insurance for expansion and 
nonexpansion states in 2013 
and 2014. The graph is from 
Helen Levy, Thomas Buchm-
ueller, and Sayeh Nikpay’s 
working paper, “Health 
Reform and Health Insurance 
Coverage of Early Retirees.”
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of sources, such as worker’s compensation and default 
on medical bills, which we refer to as a “consumption 
floor,” which protects low-income individuals against 
catastrophic medical spending.

 Ț Those who appear to have the highest resources appear 
to be those who pay the most for health care, consistent 
with the view that those with low resources are 
covered by the consumption floor, whereas those with 
high resources face the most medical expense risk and 
might have the largest labor supply responses. 

Health Reform and Health Insurance Coverage of 
Early Retirees by Helen Levy, Thomas C. Buchmueller, 
and Sayeh Nikpay WP 2016-345

 Ț Between 2013 and 2014, the fraction of early retirees 
without health insurance declined from 14.7 percent 
to 11.2 percent, reversing a trend toward increasing 
uninsurance in recent years.

 Ț Gains in coverage among early retirees were driven 
by increases in both Medicaid and private, nongroup 
coverage.

 Ț Gains in coverage were larger in states that 
implemented the Affordable Care Act’s Medicaid 
expansion in January 2014 than in states that did not.

 Ț The gains in coverage disproportionately benefited 
low-income early retirees and therefore reduced the 
gradient in coverage with respect to income.

 Ț There is no evidence of an acceleration of the decline 
in employer-sponsored coverage for early retirees, 
either overall or in states that expanded Medicaid.

The Affordable Care Act as Retiree Health 
Insurance: Implications for Retirement and Social 
Security Claiming by Alan L. Gustman, Thomas L. 
Steinmeier, and Nahid Tabatabai WP 2016-343

 Ț Using data from the Health and Retirement Study,  
we find no evidence that for those with health 
insurance at work but not in retirement, the Affordable 
Care Act (ACA) increased retirements over the period 
2010 to 2014.

Continued from Page 5  Ț We also find no evidence that the ACA changed 
retirement expectations or expected age of Social 
Security benefit claiming of those who, before ACA, 
had health insurance coverage when working, but not 
when retired.

 Ț An analysis based on a structural retirement model 
suggests that eventually ACA will increase the 
probability of retirement by those who initially had 
health insurance on the job but did not have employer-
provided retiree health insurance by about half a 
percentage point at each year of age.

 Ț The structural retirement analysis also suggests that 
much of the effect of ACA on retirement will be 
realized within a few years of the change in the law.

The Retirement and Social Security Benefit Claiming 
of U.S. Military Retirees by David Knapp, Beth Asch, 
James Hosek, and Michael Mattock WP 2016-336

 Ț Theoretically, under alternative exploratory 
assumptions, the income effect will tend to dominate at 
higher levels of the military pension, implying that the 
military retirement benefit increases retirement.

 Ț Empirically, the income effect is also the dominant 
effect; a higher military retirement benefit increases 
the likelihood of retiring from the labor force among 
Medicare-eligible military retirees, conditional on still 
working full time at age 64.

 Ț The difference-in-difference estimate is statistically 
significant and large, implying a 1 percent increase 
in the monthly benefit would result in a 5.9 percent 
greater likelihood of retirement at ages 65 and older.

 Ț Expansion of the military pension is also associated 
with delayed claiming of Social Security benefits, 
though our estimates are not statistically significant.

 Ț Additional research is needed, preferably using 
administrative military personnel data merged with 
Social Security data, permitting larger sample sizes for 
analysis.

Continued on Page 10
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MRRC researcher news 

MRRC authors Eric French, Mariacristina de 
Nardi, and John Bailey Jones, with Jeremy 
McCauley, have published “Medical Spending 
of the U.S. Elderly” in the September 2016 
issue of Fiscal Studies. The article builds on 
earlier work the trio did for MRRC, including 
“The Effects of Medicaid and Medicare 
Reforms on the Elderly’s Savings and Medical 
Expenditures,” WP 2010-236.

Another De Nardi, French, and Jones article, 
“Medicaid Insurance in Old Age,” appeared in 
The American Economic Review in November 
2016. This piece stems from the researchers’ 
2012 working paper by the same title, WP 
2012-278. 

And for the hat trick: DeNardi, Jones, and 
French had “Savings after Retirement:  
A Survey” published in the 2016 Annual 
Review of Economics. The article draws from 
the 2014 MRRC working paper, “Couples’  
and Singles’ Savings After Retirement,” WP 
2015-322. 

Helen Levy, Thomas C. Buchmueller, and 
Sayeh Nikpay had “Health Reform and 
Retirement” published in the Journals of 
Gerontology Series B in September. The 
article is based on the trio’s 2015 working 
paper, “The Effect on Health Reform on 
Retirement,” WP 2015-329. 

Stephanie Moulton was interviewed by the 
industry journal “Reverse Mortgage Daily” in 
December on her 2016 project with Donald 
Haurin, Samuel Dodini, and Maximilian D. 
Schmeiser, “How Home Equity Extraction 
and Reverse Mortgages Affect the Credit 
Outcomes of Senior Households,” WP 
2016-351. The writer notes: “Per this latest 
research, the biggest takeaways are that 
reverse mortgage borrowers vary significantly 
from other extractors in terms of the financial 

factors that impact their decisions to tap into 
their home equity. ‘If somebody is having 
a crisis, they may turn to other forms of 
liquidity first and credit cards may be one of 
the things they turn to, to help resolve that 
crisis,’ Moulton said. ‘But generally, we think 
credit card debt tends to be higher cost than 
mortgage debt.’” The story’s comment section 
gives an interesting glimpse into how industry 
insiders respond to research. 

Raimond Maurer, Olivia S. Mitchell, Ralph 
Rogalla, and Tatjana Schimestock had their 
2014 MRRC paper, “Will They Take the 
Money and Work? An Empirical Analysis of 
People’s Willingness to Delay Claiming Social 
Security Benefits for a Lump Sum,” WP 2014-
308, published in the November issue of 
“Journal of Risk and Insurance.” 

In December, Mitchell discussed, “Older 
People’s Willingness to Delay Social Security 
Claiming,” her 2016 project with Maurer, with 
Bloomberg news reporter Suzanne Woolley. 
“One part of any eventual fix [to insolvency], 
Mitchell figures, will be raising the retirement 
age to 70 or even 75, from 66 for many 
people now...She has another proposal for 
policymakers to consider: Reward people for 
waiting to claim their share by paying some of 
their benefits in a lump sum when they finally 
start taking monthly checks.” 

In February, Marco Angrisani, Michael D. 
Hurd, Erik Meijer, Andrew M. Parker, and  
Susann Rohwedder had the article 
“Personality and Employment Transitions 
at Older Ages: Direct and Indirect Effects 
through Nonmonetary Job Characteristics” 
published online in LABOUR. The article 
draws on Marco Angrisani, Michael Hurd, 
Erik Meijer, Andrew Parker and Susann 
Rohwedder’s MRRC working paper, “Labor 
Force Transition at Older Ages: the Roles of 
Work Environment and Personality,” WP 
2013-395. v

http://dx.doi.org/10.1111/j.1475-5890.2016.12106
http://dx.doi.org/10.1111/j.1475-5890.2016.12106
http://www.ingentaconnect.com/contentone/aea/aer/2016/00000106/00000011/art00009
http://www.annualreviews.org/doi/full/10.1146/annurev-economics-080315-015127#_i65
http://www.annualreviews.org/doi/full/10.1146/annurev-economics-080315-015127#_i65
https://academic.oup.com/psychsocgerontology/article/doi/10.1093/geronb/gbw115/2632016/Health-Reform-and-Retirement
https://academic.oup.com/psychsocgerontology/article/doi/10.1093/geronb/gbw115/2632016/Health-Reform-and-Retirement
http://reversemortgagedaily.com/2016/12/08/credit-shocks-more-likely-to-jumpstart-reverse-mortgage-buying-decisions/
http://onlinelibrary.wiley.com/doi/10.1111/jori.12173/full
http://onlinelibrary.wiley.com/doi/10.1111/jori.12173/full
http://onlinelibrary.wiley.com/doi/10.1111/jori.12173/full
http://onlinelibrary.wiley.com/doi/10.1111/jori.12173/full
https://www.bloomberg.com/news/articles/2016-12-20/how-much-cash-would-it-take-to-get-you-to-delay-retirement
https://www.bloomberg.com/news/articles/2016-12-20/how-much-cash-would-it-take-to-get-you-to-delay-retirement
https://www.bloomberg.com/news/articles/2016-12-20/how-much-cash-would-it-take-to-get-you-to-delay-retirement
http://onlinelibrary.wiley.com/journal/10.1111/(ISSN)1467-9914/earlyview
http://onlinelibrary.wiley.com/journal/10.1111/(ISSN)1467-9914/earlyview
http://onlinelibrary.wiley.com/journal/10.1111/(ISSN)1467-9914/earlyview
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On September 7, 2016, The Michigan 
Retirement Research Center, with support from 
the United States Social Security Administration 
and the U.S. Department of the Treasury, 
coordinated a one-day “Financial Security 
Research Symposium.” The day featured 21 
presenters from government, academia, and 
nonprofit organizations sharing findings on 
Americans’ financial well-being and identifying 
gaps in current knowledge and data. 

Five major themes recurred throughout the 
day: data development, financial diversity and 
disparities, financial education, long-term care 
(LTC) and health (particularly dementias), and 
nontraditional employment’s growing impact 
on financial well-being, including retirement 
preparedness. Newer behavioral economic 
methods, as well as traditional economic 
modeling, could benefit work on these areas. 

Data development
Presenters consistently argued for more and 
better access to administrative data. Many 
speakers also suggested enhancements 
to existing surveys, including links to 
administrative data, such as the Social Security 
Administration’s to the Health and Retirement 
Study (HRS), for example. Also mentioned:

 Ț Web-based surveys have the potential to capture 
minority populations if they provide Internet 
access. Pairing such surveys with financial 
aggregate data would allow a better picture of 
minority households’ financial states. 

 Ț Family constructs could be built through tax 
records and would help illuminate how marital 
history and family support affect retirement.

 Ț Combining plan-specific details on 401(k)s from 
employers with data on individuals’ investments 
is necessary to determine ideal saving behaviors 
and how to encourage them. 

 Ț Modifications to existing surveys could help 
capture emerging kinds of employment that 
could provide valuable insights about future 
retirements. 

 Ț Linking the HRS to Medicaid/Medicare (currently 
in development) will enable examination of 
nursing home data. This will provide better 
understanding of retirees’ greatest financial risk—
the need for long-term care. 

 Ț The best data on poverty comes from the states. 
How can linkage to other survey/program data be 
encouraged?  

Financial diversity and disparities
Generally, we have good data and knowledge 
on Mr. and Ms. Average. Presenters wanted to 
see more work done on under-represented or 
understudied populations. This would include 
exploring: 

 Ț younger cohorts, whose work and life (home 
buying, student debt, etc.) experiences will differ 
greatly from retiree and near-retiree cohorts; 

 Ț enhancement of study design to increase 
minority populations’ response rates — for 
example, by adapting to the cultural and 
economic backgrounds of minority populations, 
which are as diverse from each other as they are 
from the average;

 Ț how to expand access to employer savings 
programs among minority populations;

 Ț the impact of entering the labor market during 
poor economic conditions on retirement security;

Symposium offers new directions for research
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 Ț how today’s high childhood poverty rates will 
affect future retirement security; 

 Ț mortality differences among socioeconomic 
statuses (SES), the effects mortality has on 
retirement security, and the best ways to address 
these disparities; 

 Ț the importance of employment type — full- 
versus part-time, self- versus gig/contract, etc. 
— on financial security and retirement adequacy 
(more on this below).

Nontraditional employment’s growing 
impact on financial well-being 
A number of presenters touched on the changing 
nature of work. Note that the definitions of 
employment types as used throughout the day 
were inconsistent and bear examination in and of 
themselves. Questions include:

 Ț how best to transform employer-based savings 
to worker-based systems (“portable” 401(k)s);

 Ț how to measure new types of employment in 
surveys and administrative data in order to better 
quantify its growth;

 Ț whether a causal link exists between the growth 
of nontraditional employment and retirement  
(in)security; 

 Ț what is the impact of new employment types on 
seniors’ ability to find work; 

 Ț how career lengths may adjust to longevity in the 
future;

 Ț how best to pair survey data to administrative 
data to get a more accurate picture of a 
respondent’s employment status.

Targeting financial education
Access to financial education often depends on 
SES and employment history. Receptiveness 
to such information can hinge on cultural 
expectations regarding savings and retirement. 
Again, the population’s increasing diversity 
presents the need for new messages and 
delivery methods for such education. Issues 

surrounding this topic include: 

 Ț understanding how different cultural/generational 
groups respond to different messages;

 Ț the role of family in financial advice/literacy;

 Ț technology’s role in disseminating education; 

 Ț creating substitutes for employer-based financial 
education since many of those who need it most 
(Hispanics and the self-employed, for example) 
do not have access to such information; 

 Ț enhancing the clarity of the language surrounding 
Social Security benefit claiming;

 Ț refining the Social Security statement to help 
individuals make better retirement choices; 

 Ț developing best practices for frequency and 
method of messaging, which can be as important 
as the message.

Long-term care and health
A number of presenters also discussed the 
problems surrounding long-term care, a 
significant and often uninsured financial risk 
retirees face. Dementias, such as Alzheimer’s 
disease, frequently create the need for LTC. 
While the poor will qualify for Medicaid and the 
wealthy will self-insure, the middle class lacks 
viable options for preparing for this expense. 
Questions in this realm include: 

 Ț the consequences the changing rate of 
dementias will have on federal and personal 
budgets and the management of finances;

 Ț why some populations are more vulnerable than 
others to dementias;

 Ț the role health (particularly dementias) plays in 
home equity borrowing.

 Ț View the symposium webcast here; schedule and 
presentation materials are available on the MRRC 
website. v



International
The Dynamic Effects of Health on the Employment 
of Older Workers by Richard Blundell, Jack  Britton, 
Monica Costa Dias, and Eric French WP 2016-348

 Ț The dynamic properties of health are well described by 
the sum of a highly persistent AR(1) component, plus a 
transitory component.

 Ț Transitory health shocks have little impact on 
employment.

 Ț Permanent health shocks have much bigger effects on 
employment.

 Ț Employment is highly persistent. Lagged employment 
strongly predicts current employment, even after 
accounting for the persistence in health.

 Ț Model estimates suggest a larger impact of health  
on employment than what ordinary least squares 
estimates imply.

Means Testing Social Security: Modeling and Policy 
Analysis by Rafal Chomik, John Piggott, Alan D. Wood-
land, George Kudrna, and Cagri Kumru WP 2016-337

 Ț Contrary to conventional wisdom, our analysis  
has found that means testing delivers fewer overall 
distortions and increased welfare compared to a 
universal pension offering the same maximum  
benefit level.

 Ț Compared to an OECD average of 9.5 percent of GDP 
allocated to pension spending, Australia’s annual spend 
is 2.9 percent of GDP. Hence, the comparison with 
many OECD countries reveals that Australian pension 
arrangements are cheaper both at present and based on 
future projections. The lower cost is largely due to the 
flat-rate benefit and means testing.

 Ț Means testing also increases incentives for self-
provision. Reduced or zero public benefits payable to 
the richest groups of retirees can improve labor force 
participation for that group. Lower public spending on 
pensions can lead to higher aggregate labor supply — 
modeled to be 1.4 percent higher with means testing 
than with a universal pension. v
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