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93-101, 104

Average deferral percentage (ADP) test,
233-35

Aviation Career Incentive Pay (ACIP) Act
(1974), 85

Aviator Continuation Pay (ACP), 86

349

Aviator Retention Study (1988), Department
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Reconciliation Act (COBRA), 1985
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135-37; as subsidy, 145

Coronary artery bypass graft (CABG), 151,
167-72
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243-49; to individual of working, 28-30;
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benefit (DB)
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contribution (DC)
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prospective payment system (PPS) based
on, 149-52; reimbursement levels for
AMiI-related conditions, 167-69, 172-73
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Earnings test, Social Security: before and after
age 65, 30-34; effect on labor market be-
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related to, 30-35
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patterns under PPS, 172-82; effect of pro-
viding annuities for, 323; health and
wealth of, 213; with health-related disa-
bilities, 275-76; housing wealth as finan-
cial security, 251-52; housing wealth
changes of, 260—65, 270-71; living ar-
rangements, 193-96, 213; model of
health and mobility, 278-90; model of
housing choices in relation to health,
278-301, 318-20; model of housing
choices in relation to health and housing
prices, 301-13; relation of utility to
health status and housing consumption,
283-85; trends in living arrangements,
213; utility and consumption in life-cycle
models, 243-51

Employee participation, 401(k) plans, 228-30

Employee Retirement Income Security Act
(ERISA), 1974: conditions for health in-
surance benefits under, 36; minimum stan-
dards for pension plans, 220; retiree
reemployment under, 35

Employers: distribution of matching rates for
401(k) plans, 228-29; ERISA-influenced
employment decisions, 35-36; factors in
human capital investment, 36-38

Employment: factors in reduction of hours of
work, 53; fixed costs to firm of, 25-30;
practices resulting from labor market ri-
gidities, 12; variable costs to firm of, 25—
26. See also Flextime; Full-time work;
Part-time work; Self-employment

Factors of production, human, 24
Firms: fixed and variable employment costs,
25-30, 36; human capital investment,
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36-37, retirement rates at age 65, 64—66

Flextime: Germany and Switzerland, 53; im-
pediment to, 53; incidence of, 20, 25; lim-
itations of, 24; and substitution of work-
ers, 60

401(k) plans: advantages over DB pension
plans, 233; characteristics and participa-
tion rates, 227-32; factors in growth of,
221-23; as retirement saving, 219; survey
design to collect data for, 223-24

Full-time work: CPS schedules of, 24; inci-
dence and flexibility of, 20, 23; require-
ments of, 53; wage rate with new, 38-39.
See also Flextime; Part-time work; Team
production

Government intervention. See Consolidated
Omnibus Budget Reconciliation Act
(COBRA), 1985; Continuation coverage

Health: likelihood function of latent health,
202-5; measurement of elderly people’s,
194; model of influence of latent health,
199-202

Health and Retirement Survey (HRS), 20, 54

Health Care Financing Administration
(HCFA): prospective payment system
(PPS), 149; real cost per person of health
care, 26

Health indicators: ADLs and IADLs, 196; in
model of living arrangements, 197-99; in
multinomial logit analysis of latent
health, 196-99, 210

Health insurance: availability to older Ameri-
cans and retirees, 4-5, 68, 115-16; costs
and incidence of coverage, 120-22; cover-
age before and after COBRA, 125-26; ef-
fect of continuation coverage on older
workers, 138-40; effect on age of retire-
ment, 46—47, employer means to elimi-
nate costs of, 36; as fixed employment
cost, 25-29, 36; labor market rigidities
of, 2; model of effect on retirement,
126-29; postretirement employer-
provided, 115; sources of coverage by
age and employment status, 120-22. See
also Continuation coverage; Medicare

Health status: by age, 117-18; defined in
model of elderly health and mobility,
279, probabilities of transition from one
state to another, 279-82, 293-94; proba-
bilities with mobility of transition from
one state to another, 287-90, 293-94

Hospital production: dimensions of treatment
intensity, 167, institutional characteristics
of, 150-56; model of decisions related
to, 155-60, 185-87, noncooperative
game of, 156-60

Housing: for disabled elderly people, 275-76;
importance of assets, 269-70; in model
of elderly health and mobility, 282~-85.
See also Living arrangements

Housing wealth: generalization of life-cycle
model, 242-43; housing windfalls,
252-65; mental-accounting version of
life-cycle model, 248-49, 270-71; model
of effect on consumption and saving,
242-43; in precautionary saving version
of life-cycle model, 249-51, 270; pre-
dictors of reductions in, 263; spending
of, 263-65; standard life-cycle model of,
243-48, 270, as total household wealth,
268

HRS. See Health and Retirement Survey
(HRS)

Human capital investment, 36-37

IADLSs. See Instrumental activities of daily liv-
ing (IADLs)

Incentives: defined-benefit pension plans, 51—
52, 67-68,; leaving incentive programs of
Air Force, 104—6; military pilots’ incen-
tive pay structure, 84-86, 104—-6; to post-
pone retirement, 68; Social Security re-
tirement incentives, 43-46, 51

Income: annuity value of housing wealth rela-
tive to, 252-53; changes in disposable
personal income (DPI), 255; effect of So-
cial Security earnings test on, 32-33; of
elderly with housing wealth changes,
260-65; uncertainty related to future
flows of, 322-23

Inflation effect, 42, 52

Instrumental activities of daily living
(IADLs): definitions of health status,
279; as indicator of health, 194, 196, 199

Job changes: barriers to, 36—40; bridge job,
17-18; following retirement, 38

Job mobility: barriers for older workers,
36-40; impediments to, 1 1, 13-14; older
workers’ reasons for, 11

Labor force participation: rates by age, 14-16;
rates near and at retirement age, 44~46.
See also Retirement hazard rates
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Labor market: COBRA intervention in, 5,
116, 123~25, 135~37, 145-46; evidence
of abrupt withdrawal from, 18-19. See
also Self-employment

Labor market rigidities: components and
sources of, 1-2, 11-14; described, 1,
12-13; evidence in flextime incidence,
20; evidence in retirement behavior, 19;
for older workers, 2

Life-cycle model of housing wealth: high cost
of moving and no reverse mortgage op-
tion, 248; high cost of moving and re-
verse mortgage option, 247-48; with
mental-accounting behavior, 248-49,
270-71; no moving costs and no reverse
mortgage option, 247; no moving costs
and reverse mortgage option, 247; precau-
tionary saving model, 249-51, 270; two-
period, 243-46, 270-71

Liquidity effect, 41-42, 44

Living arrangements: of elderly people, 213;
implications for elderly people, 193;
model and estimates of choice related to
health indicators, 194, 196-99; model of
effect on health, 199-201; nonlinear
MIMIC model of choice of, 201-3,
205-10

Longitudinal Cohort File, U.S. Air Force,
86-87

Longitudinal Study on Aging (LSOA): data
for MIMIC model, 194; NBER Econom-
ics Supplement to, 195-96, 214; Supple-
ment on Aging, 195

LSOA. See Longitudinal Study on Aging
(LSOA)

Medical care: spending by age, 118-20; utili-
zation by age, 118-19

Medical insurance. See Health insurance

Medicare: as incentive to retire at age 65, 68;
introduction and availability of, 115; PPS
mechanism to update prices, 166, 167,
price regulation, 160—67; reimbursement
to hospitals based on DRGs, 5-6; sources
of cost estimates, 165. See also Prospec-
tive payment system (PPS)

Military manpower economics, 84

Military retirement. See Retirement behavior,
military

MIMIC (multiple-indicator, muitiple-cause)
model, 194, 200-201, 205-10

Mobility costs, 286-90

National Bureau of Economic Research
(NBER), Economics Supplement to the
LSOA, 194-96, 213

National Health Interview Survey (NHIS),
195

National Longitudinal Survey of Older Men
(NLS), 16-17, 38

National Long-Term Care Survey, 282

National Medical Expenditure Survey
(NMES), 39, 66; retirement hazard rates
before, at, and after age 65, 110-12, 125;
retirement rates with and without retiree
health insurance, 69-70

National Nursing Home Survey, 282

New Beneficiary Survey (NBS), 33-34, 38

NLS. See National Longitudinal Survey of
Older Men (NLS)

Older workers: age discrimination against,
47-50; analysis of effect of continuation
coverage, 126-37; earnings test under So-
cial Security, 30-34; effect of continua-
tion coverage on health insurance,
138-40; health status by age, 117-18; im-
pediments to job changes, 36—40; labor
market rigidities for, 2; medical expenses
incurred by, 118-20

Omnibus Budget Reconciliation Act of 1981
(OBRA), 221. See also Consolidated Om-
nibus Budget Reconciliation Act
(COBRA), 1985

Option value model of retirement behavior, 4,
84, 87-90, 92

Overlapping-generations model: uncertainty
of bequests, 323-31; uncertainty of be-
quests with medical expenses, 331-34

Panel Study of Income Dynamics (PSID):
hours worked prior to retirement, 17, re-
duction in hours of work, 20; wealth
data, 251-60

Part-time work: effect of team production on,
25; retirees rehired for, 35-36; wage rates
based on employment costs, 26t, 28-30;
wage rate with new or old, 38-39

Pension Benefit Guaranty Corporation
(PBGC), 220-21

Pension plans: influence on complete retire-
ment, 40-43; influence on employment
choices, 34-35; labor market rigidities
of, 2. See also 401(k) plans

Pension plans, defined-benefit (DB), 40-43,
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51-52; effect on employee work choices,
34-35; factors in decline of, 219; partici-
pants and contributions, 221-22; pro-
posed indexing of, 52; provisions related
to job mobility, 40-43

Pension plans, defined-contribution (DC): fac-
tors in growth of, 219; incentives, wealth,
and liquidity effects, 41-43; participants
and contributions to, 221-22

Pension system, military: structure of, 86;
study of changes in, 90

Percutaneous transluminal coronary angi-
oplasty (PTCA), 151, 167-72, 181

PPS. See Prospective payment system (PPS)

Price regulation, Medicare, 160-67. See also
Diagnosis-related groups (DRGs); Pro-
spective payment system (PPS)

Production. See Hospital production; Team
production

Productivity: changes related to age, 20-23;
employer’s investment in worker’s,
36-37; life-cycle variations, 59; relation
to age, 48-49; in team production theory,
24-25

Prospective payment system (PPS): changes in
hospital treatment patterns with, 172-82;
diagnosis-related groups as basis for,
160-65, 187; reimbursement to hospitals
for Medicare, 149, 15960

PSID. See Panel Study of Income Dynamics
(PSID)

PTCA. See Percutaneous transluminal coro-
nary angioplasty (PTCA)

Quality of Employment Survey, 39

Retirement: effect of continuation benefits on,
116, 126-37; effect of defined-
contribution plans on, 42; effect of Medi-
care eligibility on, 52; factors influencing
complete, 40-50; forms of health insur-
ance available to retirees, 115-16; health
insurance as factor in decision, 117; job
changes following, 38; labor market rigid-
ities of policies for, 2; liquidity effect on
age of, 41-42; medical insurance effects
on, 46—47; Social Security effect on,
43-46

Retirement, early: continuation coverage bene-
fits, 116; descriptive evidence, 68-73;
high rates of, 44; incentives in defined-
benefit and -contribution plans, 41-43; in-

surance coverage with continuation cover-
age, 138-40; pension plan distributions
with, 34-35; reduction in Social Security
benefits with, 30-34, 4344, 51; Social
Security earnings test, 30-34, 51. See
also Age of retirement

Retirement behavior: annualized cost of leav-
ing model, 90-91; option value model of,
84, 87-90, 92; relation to labor market ri-
gidity, 14-19; specification for stochastic
dynamic programming model, 92-93; sto-
chastic dynamic programming model,
73-74

Retirement behavior, military: annualized cost
of leaving (ACOL) model, 90-91, 93—
101, 104; models of, 83-84; option value
model of, 87-90, 93—-101, 104; stochastic
dynamic programming specification, 92—
101, 104, 106-8

Retirement hazard rates: at age 65, 64—66,
110; before, at, and after age 65, 110-12;
description and definition, 44—45; Ger-
many, 45

Retirement History Survey (RHS), 16-18,
213; age-65 retirement rates, 64; hours of
retired workers still working, 31-32; job
change data, 38; living arrangement data,
194; mandatory retirement rates, 47; re-
tirement rate data of, 63-64, 114

Retirement models: estimates of stochastic dy-
namic programming model, 73-78; op-
tion value and stochastic dynamic pro-
gramming, 61-62

Retirement rates, age 65: determinants of,
70-75; firm-specific and cross-firm data
sets, 64—68; previous literature on, 63

RHS. See Retirement History Survey (RHS)

Saving: in defined-contribution pension plan,
41-42; effect of housing weaith on,
252-60; withholding of pre-age-65 So-
cial Security benefits, 30-31

Self-employment: by age (1990), 18-19;
switch from wage and salary to, 18-19

Social Security: delayed retirement credit, 43—
44, 51; earnings test under, 2, 30-35, 51,
60; effect on retirement, 30-34, 43-46,
51. See also Earnings test, Social Secu-
rity; Medicare

Special Separation Benefit (SSB), 104-6

Supplement on Aging (SOA), 195. See also
Longitudinal Study on Aging (LSOA)
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Survey of Income and Program Participation
(SIPP), 42, 66; retirement hazard rates be-
fore, at, and after age 65, 110-12; retire-
ment rates with and without retiree health
insurance, 69-70

Tax Equity and Fiscal Responsibility Act
(TEFRA), 1982: hospital payments un-
der, 152; vesting schedule provisions,
221

Tax Reform Act (TRAS86), 1986: ADP test,
233; excise tax on excess pension plan
assets, 221; limit on tax deferral benefits,
233

Team production: importance in workplace,
25; labor market rigidities with, 1-2; re-
quirements of, 11, 13, 37-38; theory
of, 24

Uncertainty: in overlapping-generations
model, 323-34; of receiving a bequest,
322-23; related to future income, 322-23

Utility: in model of elderly health and mobil-

ity, 278; in precautionary saving model,
249-51; relation to elderly health status
and housing consumption, 283-85; in
standard life-cycle model, 244-249

Voluntary Separation Incentive (VSI), 104-6

Wage rates: based on employment costs,
28-30; with job change, 38-39; related
to individual productivity changes, 20;
variation with age, 22-23; for workers
following retirement, 38

Wealth: intergenerational flow of, 321-22. See
also Bequests; Housing wealth; Life-
cycle model of housing wealth

Worker productivity: with job skills and
knowledge, 36-38; in theory of team pro-
duction, 24

Workers: fixed costs to individual of working,
28--29; labor market rigidities for, 1-2;
rates of mobility, 41; team production in-
flexibility, 24. See also Older workers
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