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Summary

The ajing of the Ameican population and theetirement of he babyboom
genaationwill placefinandal strainsonSoaal Security, public andprivate pensons,
and on rérees’ personhsaving. Since the 1960s, birth ratbavefallen and
avelae life expectancyhas incrased. Consegntly, the number oivorke's rdative
to thenumbe of retirees isprojected todecline, andretireeswill haveto dretch their
saving and other ssets over lorgy peiods of réiremert than their peents and
grandpaents experiered. This CRS rept presats data colleed bythe Census
Bureau from 1%69 through 2005 tha desaibe how the demogaphic traits,
employment patterns,ral the sourcgandamountsfincomeof peoples5and older
have changed over apeaiod of nearly 40 years.

Americas eldely todayareolder, moreradally and ethniclly diverse, bter
educated, andless Ikely to bewidowed than the elderly pagpulation of thelate 1960s.
The inceasingnumber of Anericais living to age 80 and oldeis of paticular
significance because it is the very old who ae most lkely to need medical, sodal,
and long-term care seavices, and who ae a the greatest lisk of depleting thar
financial resources and dipping into poverty.

Raes d employmernt amongolder persons have been rising in recent years.
Employment rates fell among men 55 and older from the late 1960s tothe early
1990s. Sirce then, employment rates have risen for older men, but they reman
below the enploymentrates of the 1970s.Amongolder women, emplayent rats
have stadily increased, but oldewomen’s enployment rate todayreman lower
than those of men the sane age. Earrings, Sodal Security, pensons, and income
from assas omprisethemgority of incomeamorg people 65 and older today, just
as theydid 35 yeas a@@. Wage and salaes todayconstitute aiggaer propotion of
theaggregateincomeof theeldety than at anyime since the lat&970s. Since the
ealy 1990s, both the shamf aggegateincome reeived from asses and the
perentag of olde persons with assencome havdallen. SocihSecurity has
remaned afairly stableshargabout40%)of thetotal inammeof peoples5 and older
The pecentage of men re@iving pension income rosetil the ealy 1990s and then
fell. Morewomentodayhave pasion income, but their akege pension is half the
amount that men ceive

Median lousehold income rostasteramongeldety households than among
non-eldely households from 1969 throhg2004, but in 2004 the median anhua
income of houdeolds inwhich thehouseholder cspouse was 65 otder ($25,210)
was jushalf of themedian income ofounger housholds ($50,466). Thése in the
income of é&erly households coincidedith a dedine in the povertyrateamong
people 65 and older from 25% in 1969 tojust 10% in 2004. Also since the 1960s,
therae of decline in median personal and househadd incometha oacurs & people
pass ag 60 and bgin to retire ha slowed. Groth in real wages — and in the Sodia
Securityand pensions bageon these wges — has antributed gredly to the
economic vell-beingof todays retirees.
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Topics in Aging: Income of Americans Age
65 and Older, 1969 to 2004

Background: America’s Aging Population

The ajing of the Ameican population andhe impending etirement of the
“babyboom” geneation will placesignificant strains ovethe next several dades
onSocialSecurityandonretirees’ownfinandal resouces. Thelecline in birth rees
since the 1960 increasesn life expectancwill resultin fewea worke's rdative
to the numkr of retireest ConsequentlySocial Securitypeneits will have to be
financed bya woking populdion that is shrinkag relaive to thenumberof retirees
and reirees willhaveto strechtheirsaving and otherssets over lorgy peiods of
retirement than their pants and gandpaents experiered.

Americans Are Living Longer than Ever Before. The aveaage lfe
expectang of Americans born in 1969 was 70.5 years. It has been estimaed that
those who wee bon in 2003 will live for an avelage of 77.5 gas? Women
continue to havea longer average life expectacy than men, but both men and
women haveexperiencd gains in aveace life expectancy since the 1960s. A man
who reacheal age 65 in 1969 couldxpectto live another 13.0 gass, while a woma
who turned 65 in 1969 daa renaining lifeexpectancyf 16.5 yas. A man who
reached ge 65 in 2003 could expeitt live anotherl 6.8 yeass, while a woma who
turned 65 in 2003 hadramaning life expectancyf 19.8 yas. Asmore people live
into dd age, the age-profile of thepopulationwill shift. In 1969, 18.6 million people
in the United States — 9.4% tife population — werege 65 or olde In 2005,
therewere 36.7 milion Americans a@ 65 or olde represating 12.4%o0f the
population. (Se€&igure 1.) By 2025, acordingto projectionsmade bythe Bureai
of the Census, there Whe 63.5million people ag 65 or older, comprising8.2%
of the U.S. population. (Sé&able 1)

These demagphictrends willstrain the compomes of the traditional “thie
leggel stool” of retirement income: Social Seaurity, pensions, and personal saving.
The Socgal Secuity Board of Trugees has estimaed thet the Sogal Security trust
fund will be exhausted 8041 unlesactionsaretaken to preerveit.® Pensions are
thesecond largest urce ofincomeamongtheelderly, ater Sodal Security, but only
about helf of dl workersin the United Setes have pendon coverage through their
jobs. Moreoverthe traditional pension that provgle lifelongannuityis becoming
less common. Today, more workers participate in savings and thrift plans than in
traditional pension plans. A kehaacteristic of thee saving plans is that the

! For more irformation, see CRS Report R.32981, Age Dependery Ratios and Sociall
Secuity Sdvency by Laura Srestha.

2 U.S. NationalCerter for Health Statistics Vital Statisticsof theUnited States.

¥ Sccial Security and MedicareBoardsof TrusteesStatusof the Saial Security and
Medicare Programs: A Summary ofthe2005 Annual Reports, Washington DC, March2005
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worker must activelyparticipae, deaing wheher to contribue to the plan, how
mud to contribute, and how to invest the funds. Workers who do nd choose to
save, or who savetoolittle, may face diffi cult finandal circumdances inretirement.
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Source: CRS analysis o the March income supplements to Current Population Survey.

Figure 1. Number of Older Americans, 1969-2005,

by Age Group

(In thousands)
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Table 1. Projections of the Resident U.S. Population, by Age
(in thousards,as d Julyl each year)

Age 2005 2015 2025 2035 2045 2050
Under 20 81972 85208 92026 98192 105344 109147
20to 64 176839 190368 193888 203052 217p59 224001
65t0 69 10123 15621 19647 18,683 18829 20444
70to 79 15876 18,748 28,309 34114 32183 32566
80andup 10,696 12422 15568 23844 31947 33696
Total 295506 322367 349438 377885 405862 419854
65and older 36,695 46,791 63524 76641 82959 86,706
% of Tota 124% 145% 182% 203% 204% 20.7%

Source: U.S. CensusBureau [htp://www.censuggov/ipc/www/usinterimproj/].
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The Income of Older Americans and the Federal Budget. The Corgress
has an interst in the soureeand amoustof income anong olde Americans, not
only becaise theyepesent a larg and gowing proportion of the US. population,
but also becase much of thencome of olde Americans is provided tlmugh
governmat-sponsored incoméransfes, or is subsidizd throudp income tax
deductions and e@mptions. In fiscal year2006, for @ample, felerd expenditures
for Sodal Security will exceed $550 hillion, representing more than 20% of total
fedeal spendingandneaty 38%of federal spendingn entitlement pragms? The
fedeal governmet dso piovidesincomediredly to low-incomeolder Americans
through the Supplemental Sedyr Income §SI)) progam aml to retired fedeal
employees through the Civil Service Reirement Systan andtheFedera Employees’
Reirement System Of the estimated $35.3 billion federa expenditure for SSI
bendits in FY2006, gpproximately one-sixth, or $5.9 billion, will be pad to
redpients who ar@5 or older. Federd outlaysfor retirementand disabilitypensions
for former federal empoyees will exceed $58billion in FY2006, with mod of this
amount beingpaid to individuals ag55 and olde

The public éso subsidies the incom of older Americans throudp seveal
exemptionanddeductionshatCongesshasincluded in therternaRevenue Code.
These ta incentivespromote sponsorship of pension plans dyployers ad
encouage woikers to savéor retirement. The tax deductions and defls gantel
to qualified réirement plans & the seond-lagesttax expenditure in the feda!
budget, and will reduce federal tax revenues by an estimated $103.3 billion in
FY2006° Congess als@llowstaxpayers who aré5 or older tokaim an additional
standard dauction on their income xareturns, wich will reduce fedeal tax
revenues byan estimated $1.7 billion in FY2006.

Trends in the Income of Older Americans. Devdoping public policies
that will promote incomsecuity amongolderAmericanswhile also metng other
important fiscal priaties will pose nanychallengs forthe Congess. Congess ha
alreadybegun to consider policgptions to neet thesehallengs. In its first session,
the 109" Congess debated proposals naorporte individual acounts into Social
Security Inthe cond sessiorongess s attempting taemncile bills passed by
the House lad Senate that would substantiatgform the lawsthat govern the
fundingrequiranents for enployer-sponsored pesions in the private sex. Social
Security pensions, and tieement saving will continue to occupyhe attention of
Congess as the by boomgeneation retires, and more houbkelds be to relyon
Social Securitypensions, and saviado provide the majoritgf their income

As policymakes consider proposatlsat would aféct the man income source
of older Americas,it maybe helpful for them to know how thenaunts and sourse

* Budget ofthe Uhited StatesGovernnent, Fiscal Year 200 Analytical Persgectives p.
360. Not al Social Security spending isfor persons 65 and older. Data collected by the
Cersus Bureauindicate hat abait 78% of Social Security recipients in 2004 were65 or
older and these individuds received 78% of Sodal Seaurity berefits pad that yea.

® Budget d theUnited States Govermment, Fiscal Year2007, and Cersus Bireaudata.

®Budyget d theUnitedStates Goverrmen, Fiscal Yea2007 Analytical Perspectivesp.289.
Thelarged taxexpenditureistheexclusonfor enployercontributionsfor enployeehedth
insurarce,which will reducdederataxrevenuesyan estimated $184 hillion in FY2006
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of incomeof people who have reached retirement age have changed over time. This
Congessional Reseeh Sevice (CRS report presats data colleed bythe Census
Bureau from 1%69 through 2005 that desaibe how the demogaphic traits,
employment patterns,ral the sourcg amountsand digribution of income anong
people 65and oldehave ©ianged overa perod of nealy 40 yeass. The rport begns
with a demogrphic profileof older Americas,which describes the poptilan 65
and olderin terms of ag, rae, s&, educéional attainment, and mital status and
how these dmogmaphic tras have changed sine the latel960s. This is followed
by a setion that focuses on tnéls in emplognent anong people 65 ad older,
including diffeeences in rates of mployment amongnen and wome The third
section of theeport provide detailed nformation on the sourseand amounts of
incomereceived bypeople 65@ad older, ad how the propaion of total income from
eah souce has bangd overtime. The fouh section examines trends in the
distribution of incomeamong househalds, ard canpaes thedistribution of income
amoryg thehousehadds of older Americanswith the hcomedidribution of income
amongthe households of pple undei65 years old. This is followed by setion
that desdbes the ddine in the proportion of oldekmericans living in povay since
the 1960s. The find section o the pgper explains how individual and hasehold
incomesfall as people agand gadudly redu@ their &tachment to the paid labor
force.

The Data. All of the datgoresated in this report we ollected bythe Census
Bureau though the Currat Population 8rvey (CPS), a srvey of the dvilian,
noninstiutional population of the United State$he CPSwasbegun in the 1940s
as a vayto measurenemploynent eab month on the basis of an@om sample of
U.S. households.t is stil the sourceof the offidal rateof unemploynent repaied
eat month bythe Bureau of Labor StatisticsThe CF5alsois used b collect annual
income data Ead year in March, the surveyincludes aletailed sebdf question®n
the amounts and so@® of incomeoeople ecaved during the pndous calenda
year Overthe yeas, the number oincome questions haxmanded, ad today
information is gathered on mae than 50 dfferent sources d income and noncash
beneits such as food stamps, em@oyprovided pasionplans, enployer-sponsored
health insuraneplans, Mediaid, Medicae, and home enegy assistanceThe survg
also collects detailedinformation on the employment status, wrk experience,
occupaion, and industry of employnent of peoplel5 yeas old and over. He
number of houdelds survegd has ineeaed overtthe years. h Mard 1969, the
ealiest survey CRS analyed for this repdr the CPSsample included 47,000
househads and contained recordsfor 152,000individuals. In March 2005, themog
reent surveystudied for this reporthe CPSsample mcluded 100,000 houkelds
and contaned records br 216,000 individuals.
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People 65 and Older in Nursing Homes and Long-term Care Facilities

The data pesentd in this report wex colleced bythe Census Beau though the
Current Population Surve(CPS). The CP$s conducted among theidilian,
noninstiutionalized population otheUnitedStates.It doesnot include rsidents of
prisonsnursinghomes, or militarypersonnkliving on base In 2000, an estimated
1.72 million persons gded in nursindijomes. Othis number, 1.56 milin (91%)
were ag 65 or olde comprisingd.5% ofthe total number of psons ag 65 or olde
Elderly residents of nsing homs differ demogaphially from olderpersons who
live in the community Nursinghome residents are oldenore likelyto be fenale,
and are less lkely to be maried than community residents In 2005, among people
65 and older livingin thecommunity, 52% were 65to 74 years old, 37% were 75to
84 years old and 11% were 85 or older. The age digribution anong nursing home
residents ge 65 and oldein 2005was amirror image of thecommunitypopulation:
15% wee 65 to 74yeas old, 37% wee 75 to 84 gas old, and 48% we 85 or
older. Amongpeople 65 and older livingp the communityin 2005, 57% wex
women. Among nursing home residents age 65 and older, 74% were women.
Amongcommunityresidents ge 65and oldeiin 2005,55% were married. Among
nursinghome rsidents, just 20% wemmarried. The renainder werewidowed,
divorced, or neve mariied.

Demographic Profile of the CPS Population Age 65 and Older

Summary. The demogaphic traitsof people65and older havelangd over
thepast35years. Demogaphically, America’s elderly today are older, moreracially
andethnically diverse, better educated, andless Ikely to bewidowed than the ederly
population othelate 1960s andegly 1970s. The ineasingnumber of Anericans
living to age 80 and older is of particular importance to policymakers, because it is
thevery oldwho aemog lik ely to need matlical, sodal, andlong-term care sevices,
andwho aea thegreatest rik of depleting thar finanaal resaurces andslippinginto
poverty.

Age. The American populatiors notonly growing larger, itis getting olde.
Overthe last 35 gass, the total U.S. population incredday 47%, risingfrom 198
million in 1970 to 291 niilon in 2005. Duringthat same p@d, the number of
Americans ag 65 and ouwehas narly dowbled, gowing from slichtly under 19
millionto ove 35million. (Sedable 2) The poportion of the population whoer
65 or olderis projededto continue nising. In 1970, 9% of the population were age
65 and over, and by 2005 theshare had risen to 12%. The Census Bureau projects
that by2035, 20% of the 1$. population wilbe ag 65 and ove®

"Thedenographiccharacteristicef nursinghome resi@nts pesentedherewere talen fran
theMinimumDataSetReddert Reportsprepared by the Certersfor Medicareand Medicad
Savices, U.S. Departmert of Health and Human Services. These daa are a representative
sanpleof 1.4million residents d Medicare andMedicaidcertified Ilng-temcarefacilities.

8 U.S.CensusBureau,“U.S. InterimProjectionsdy Age, Sex,Race andHispanic Qigin,”
2004 at [http://www.censusgov/ipdwww/usinterimproj].
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As the proportion of the total population age65 ard older hasincreased, the age
distribution among oldepersons lao ha changd. Compared to 35eas a@, a
greater share d the dderly today are age & or older. In 1970, 36% of Americansage
65 orolderwere 65to 69yeasold, 47%were 70to 79yearsold, andjust 17% were
80 orolder. In contrast, by2005 the proportion of pgle ag 65 or oldewho wee
65 to 69 yars d age had delined to 29% ad the proportion who we aye 80 or
older hal risen to 26%. (SeEable 2)

Table 2. Age Distribution of People Age 65 and Older,

1970-2005
Percentage
Number 80and of U.S
(thousands) 65-69 70-79 older Total population*
1970 18,89 35.7% 47.3% 17.0% 100% 94%
1980 23,743 361 463 176 100 109
1990 29566 343 461 196 100 120
2000 32621 287 479 234 100 119
2005 35213 288 450 262 100 121

Source: CRS analysis of the March income supplements to Current Population Survey.
* People age 6 andolder asa percenage d total U.S. pgulation.

Sex. The propaion of Americans ag 65 and ovewho ae mde orfemde has
remaned rdatively constant ovethe last 35 gas. (Sedable 3) Roudnly 43% of
older Americans are men, while women compriseroughly 57%6. The difference in
the sharef eldely by sex sprimarilydueto femalesiavinga longer life expectancy
than their mde counterparts’ Onaverage, awoman age 65in 20@ cauld expect to
live an additional 19.5aass (to ag@ 84 and 6 months) and a mae &5 could gpect
to live an additional 16.6 yeas (to age81 and 7 months).*° While the population age
65-69 is rouly equallydivided betwer men and women — with men comprising
48% and women comprising 52% in 2006 — women'’s greater longevity resuts in
a dranatic diffeenc for older @e groups. Nedy two-thirds (63% in 2005) of
Americans ag 80 and oveare women.

Race and Ethnicity. Refledcing dhangs in the gneml population,
Americas’s oldempopulation has beeme moreacidly and ethniclly diverse ove
thelast35yeas ! Whiletheyreman amajority, theshareof Americans ag 65 and
over who reporttheir race & white has déined. (Se€lTable 3) In 1970, 92% of
those ag 65 and ovewere white whle in 2005 the shardnad fdlen to 87%. The

° Far anexplarationof thedifferencesin life expe¢ancyby sexseeCRS Report RL32792,
Life Expectamy inthe Uhited Statesby Laura Sirestha.

10 U.S. NationalCerter for Health Statistics Vital Statisticsof theUnited States.

11n 1970,88% of the totalU.S. popuation d all ages reprtedtheir raceaswhite, 11% as
black and 1% asother. By 2005 thesharereportingtheirraceaswhite hadfallen to81%
andthe slare reprting theirrace & blak hadrisento 13%; otherrose t07%.



CRS7

shareof older Americans who areblack ha risen slightlyduring the same period
from 7% to 8%. The shae of olde individuals who the Census Beau ategrizes
as otheraces — primarily persons of Aian and Néve Amerian heitage — has
risen ovetthe last 35 gais from less thah%to over 4% othe population. Persons
of Hispanic éhnicity mayrepot themselves tbe ofanyrace* Beween 1971 iad
2001, the proportion of mericans ag@ 65 and oldewho identified thenselves as
beingof Hispanic éhnicity increased fom 1.6% to 5.3%.

Table 3. Race and Sex of Individuals Age 65 and Older,

1970-2005
Male Female White Black Other’
1970 42.7% 57.3% 91.9% 7.3% 0.8%
1980 412 588 903 8.5 1.2
1990 417 583 896 8.4 2.0
2000 426 574 885 8.4 3.0
2005 430 570 872 8.4 4.4

Source: CRS analysis of the March income supplements to Current Population Survey.
* Mainly Asian and Native American. Persons o Hispanic ethnicity may be of any race.

Marital Status. In 2005, women age 65 and over were dmost equally likely
to be widowed as they were to be maried. (SeeTable 4) This a onsequene of
both women'’s longvity and the &ct that manyvomen many oldermen. In 2005,
roughly one-half of maried women age 65and over had husbands whowere a least
twoyeasolder. These &ctos help to ex@in how less than orwalf (42%) ofolder
women, but nedy threequaters (72% of oldermen wee married in 2005. The
marital composition aheeldely haschangdover thdast 35 yas. The propdion
of men ad women whor divored has morthan tipled, andhe $iareof men ad
womenwho arewidowedhasfallen. Forboth olde menandwomen the sharavho
have nger been maried ha fallen. h 1970 rougly 7% ofpersons ag65and over
had nevebea marrial; by 2005 it was roulgly 4%.

2 For adiscusdon of the federal standardsfor presenting datn onrace amd Hispanic origin

see RSReportRL3270TheChangingDemagraphic Profile of theUnited States, by Laura
Shresth.
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Table 4. Marital Status of Men and Women Age 65 and Older,

1970-2005
Men

Married Separated Divorced Widowed Single
1970 710% 2.3% 2.3% 17.6% 6.8%
1980 755 2.0 3.7 136 5.1
1990 743 2.3 5.0 142 4.2
2000 726 2.7 6.1 144 4.3
2005 717 3.2 7.1 137 4.4

Women

1970 35.3% 1.3% 2.1% 54.1% 72%
1980 381 1.7 3.4 510 5.9
1990 397 1.7 5.1 486 4.9
2000 413 2.6 7.2 453 3.6
2005 420 2.7 8.5 429 4.0

Source: CRS analysis of the March income supplements to Current Population Survey.

Education. Ameri@’s olderpopulation is an increagly well-educatel
group. h 1970, the vast majority(71%) of Ameicans @e 65 and owehad not
graduated from high school ard only 13% had either some llegeor were wllege
gradudes. (Seelable 5) By 2005, onlya quater of olde Ameiicans hd not
graduated from high school ard 38% had either some llege or were cdlege
gradudges. Theise in he education level ofhe eldely reflects the inagasing
educdional attainment in the total population as wadlthe posiive corelation
between education and life expectancy.* **

Table 5. Educational Attainment of Individuals Age 65
and Older, 1970-2005

Lessthan High Schod Some College
High Schod graduate college graduate
1970 714% 16.0% 6.2% 6.3%
1980 594 240 8.1 8.5
1990 429 331 121 119
2000 290 373 180 156
2005 261 364 187 188

Source: CRS analysis of the March income supplements to Current Population Survey.

3 Nicole Soops, Edwationd Attainment in the United States, 2003, Pgpulation
Characteristics U.S. CensusBureau, Current Population Reports,P20-550.

* CRSReportRL3272, Life Expectary inthe Uhited Statesby Laura Sirestha.
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Employment Among People Age 65 and Older

Summary. Patterns of mployment amonglder Ameicans have charegl
since the 1960snd the trends in emplayent amongplder wokers hae differed
betwe@& men and wonre Fiom the late 1960s tbe ealy 1990s, emplayent rats
fell steadilyamongmen 55 and olderSince hen, emplognentrates have isen for
older men, but thegeman below theemploymentrates that prevded amongmen
55 and older as recerntly as the late 1970s. Among older women, the trend in
enmployment since the late 1960s has been one of steady increase, as the largr
numbers of wmen who ented thelabor forcein the 1960sand 1970$ave bgun
to pass ag 55. Despite this steadyncrease, howver, older womae’s employnent
rates taday remain lower than those of men the sane age. Moreover, anong bah
men andwomen empbyment rate continue to drop smificantly after age 70.
Consequentlyeanings ae likely to remain &airly small contrbutor to the total
income of peple older tha age 70.

Although thereasansfor theincreased enployment anong older individuals —
particularly the upturn in emplayent amonglder men — annot be diermined
with complete ceainty, two fadors often cited byeconomists ardongterm
developments in the digin ofemployer-sponsored pesions and the dice in the
proportion of rérees with acess to empl@rsponsored @up heéh insurance.
With respect to pensions, the trend for the past 25 years has been away from
traditional @kfined-benefit pensions that paygiaranteed anuity for life — and
which often payealy-retirement subsidies tencouage woikers to réire at 55 —
toward déined wntribution plans, such alsd 401(k). The gical 401(k)plan does
not include anytype of subsidyor early retirement,and some workers mayhave
begun to delayetirement in order toatire with a larger acount b&ance In the aea
of hedth insurance rapidlyrising halth cae costs havdiscouragd emplogrs fom
beginning or continuing to dfer health insurance to retirees ™ In the absence of this
coveage, moreworke's maychoose to @ntinue workinguntil age65, when they
becomeeligible to enroll in Medicae.

Rates of Employment, by Age. As people gow older, both the proportion
of those who wdt and ofthosewho workfull-time decline. h 2004, 90% of men
betwea the gesof 25 and 54 wrked Dbr payat some time duringhe year®
Amongmen ag 55 to64,73%worked in 2004,andof men65and olderonly 23%
were empoyed at me time duringhe year Simiarly, while 77% of vemen
betwea the ags of 25 ad 54 wee emplogd atsometimein 2004, the employent
rate among women 55 to 64 years old was 80%. Amorng women 65 or older, just
14% wee eanployed at some time in 2004.

Older workersdsotendto work fewer hoursthan younger workers. Amorg all
workes betwentheagesof 25and54,87%worked full-time in calenda year2004
and 13% worked part-time. Even amorng workers aged 55to 59, 86% worked full-

* For moreinformation,see RS ReportRL3336L, Employer-Sponsored Retiree Hedth
Insurance: An Endangered Berefit?, by Neela Rinade

18 The statistis inthis paragaphwerederived fran the March 205 Current Populatian
Survey. For moreon labor force paticipation anong pegle 55and older see CRS Report
RL3062, Olde Workers: Employrent and Retirenent Trends by Patrick Purcdl.
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timein 2004. However, anorg thase60to 64 years old, only 78% who worked in

2004 wee emploed ful-time. Bainning & age 62, individuals areligible for

Social Securityetired worker beneits, andthis gopeasto hare some Hect on rdes

of full-time employment. Among people who were 60 or 61 years old and who
worked in 2004, 82% weae enployed full-time. Amonghose who wee 62 to 64
years old and who worked in 2004, just 74% worked full time. Raes of full time

employment fall further after age 65. Of those65 and older who were employed in

2004, only51% worke full-time.!’

The trend in employment rates anorg dl persons 55 and older since the late
1960s is desdned bya slightly “U-shaped’curve The enployment rateamong
people 55and older & first declined, reaching alow pant in themid- to late 1930s.
Overthepastl0 to 15 pars, employnent rate amongplder pesons haveisen, and
the rde of inceaseappess to have ecderaed recently In 1969,70% ofpeople 55
to 0 years old were employed at sonetime during theyear, as were 6% of people
60 to 64 wars of age, 35% of those aged 65 to 69, and 13% of those age 70 and
older. (Sedable 6) By the late 18B0s, enploymert ratesfor al four of these aye
groups had fdlen, and forthose ag 60 or olde employnent rates had fden
substantial}. In 1989, the emplayent rateamongpeople 55 to 59aars old was
67%, just 3 perentag points lower than in 196AmMongthose60 to 64 yars old,
howeve, the enployment ratan 1989 was 49%gr 11perentag poinslower than
20 yeas ealier. Likewise, anong peple a@s 65 t®9,the employentrateof 25%
in 1989 was 10 percentagepointslower thanit hadbeenin 1969. Among peqole age
70 and olderthe 198%mploynentratewas morehan fourperentag poins lower
than it had beaein 1969.

Since the late 1980smployment rate amongolder pesons haverisen,
athough anorg people 60 and older they remainlower than they were in the late
1960s.Amongpeople 55 to 59aass old, 74% wex employd at some time in 2004,
an incease of seven percentage points since 1989. The employment rate among
individuds age 60to &4 was 5/% in 2004, an increase of eight percentage pants
since 1989.The anployment rateamongthose 65 to 69aars old also rose bgight
percentage points between 1989d 2004, rising rom 25% to 33%, while the
employment rate amorg those age 70 and older rose from 9% to 12% during this
time.

" Althouch Social Scurityretiredworked kenefits are first aailable aage 62 beneficiaries
whoare under the ful retrenmen age (66 yeasand8 nonths for thosewhoreachage 65in

2006 aresubject to ararnngs testhat reduces theamthlybenefit iftheir eanings exceed
a threswoldanmount. In 2006,SocialSecuity bereficiaries whoare underthe ful retirement
age have theirbenefitreducel by $1 for every $2 of annual eariings over $12,480.
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Table 6. Employment Rates, by Age, 1969 to 2004
(persons emplad full-time or part-time in any month of theay)

Age Age Age Age 70

55-59 60-64 65-69 and older
1969 70.4% 59.5% 34.9% 133%
1974 664 552 277 117
1979 685 542 284 112
1984 683 511 24.8 100
1989 674 485 248 8.5
1994 69.1 486 244 8.2
1999 703 527 270 100
2004 739 570 327 122

Source: CRS analysis of the March income supplements to Current Population Survey.

Employment Rates among Men and Women. Employment rats differ
betwe@ men and womeat evey age, and theecent trends in emplagent rats
amongolder Ameicans also diffebetwe@&men andvomen. Although women kia
lower labor force pdticipation rats than men, most of the inase in enployment
amongolder Americans since thenid-1980s has beethe result of the incrased
labor force paticipation of women. Eployment rate amonglder merhave bgun
to rise overthe past 15 gas, but they remain substantialljower than the
employment rats that previleed amongnen upuntil about 1980. Emplaogent rate
amongolder woma, in contrastwere higher in 2004 than atrey point in the
previous 35 years.

In 1969, 91% o men betweenthe ages d 55 and 59 were employed & sane
time duing the year (SeeTable 7.) The enmploymert rate among menin this age
group detined steadilyoverthenext 30yeass, fallingto 78% by1999. By2004, the
employment rate among 55 to 59 year-old men had risen to 80%, but this was $ill
lower than the emplognent rateamongmen in this ag goup had been 20 yeass
ealier in 1984. Simar patterns an be sen in the emplayent rats of men in the
60-64, 65-69, ad 70 and oldeage categries. h ead of these ghups, emploment
rates amongnen fd from the late 1960shroudhthe md-1990sand then rose &t
perentag points. Employment rate amongnen in thesege goups, while higer
in 2004than n 1999or 1994were stll lower thartheywere 25yeas ealier in 1979.
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Table 7. Employment Rates Among Men and Women, by Age
(persors enployedfull-time or part-time in any nonthof theyea)

Age Age Age Age 70
55-59 60-64 65-69 and older

Men Women Men Women Men Women Men Women
1969 907% 520% 803% 414% 502% 223% 21.3% 77%

1974 838 505 738 390 392 185 197 6.5
1979 846 539 705 399 384 203 179 6.8
1984 818 558 642 400 329 183 151 6.7
1989 796 563 599 385 306 200 129 5.7
1994 784 60.7 560 418 301 196 124 54
1999 777 637 616 446 332 214 144 6.9
2004 801 682 645 503 371 287 167 9.0

Source: CRS analysis of the March income supplements to Current Population Survey.

Employmentrates amongolder womerdid not follow the U-shapkpattern of
men’s employnent rats over the pgod from 1969 to 2004. Fro®69 throud the
mid 1980s, employment rates anong women gge 55 to B genedly rose while
employment rates anong women 60 and older fell slightly. Since the late 1980s,
employment rate amongwomen 55 to 69gass old rave continued to rise as the
large numbes of womernwho entered the labor fagan the 1960s and 1970
to pass agé5. In 2004,for example, 68%0f women agd 55 to 59 wer emplogd,
up from 56% in 1984 Employment rate also haveisen amongvomen 60 and
older. Ffty per@nt of wome 60 to 64 gas old wereworkingin 2004, compaie
to 40%in 1984, and 2% of women aged 65 to 69 were employed & sanetime in
2004, up from 18% 20eass ealier.

Figure 2 andFigure 3 show the percentage of men and women, respectively,
who wee emplogd in Mart ead yearfrom 1969 to 2005.
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Figure 2. Employment Rates of Men by Age, 1969-2005
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Figure 3. Employment Rates of Women by Age, 1969-2005
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Full-Time vs. Part-Time Employment among Older Workers. As
noted above, individuals who continueto work pastage 55 reman amost & likely
to work full-time as theiyounger ounterpats untl about age 62, theifst age of
eligibility for Social Searity retired worke bendits. For workeis 55 to 59 gass old,
thedistribution beween full-time and pat-time employment changed relatively little
betveen 1969 and 2004, while for those age 60-64 the proportion of workers
employed full-time fdl from 86% in 19690 78%in 1989%andhasremaned neathat
level since then. Amongworke's 65 to 69 gas old and those 70 and olddne
perentage who wok full-time fell between 1969 and 1979, but has sincecewd.
(SeeTable 8)

Table 8. Full-time and Part-time Employment, By Age of Worker

Age Age Age Age 70
55-59 60-64 65-69 and older
Full- Part- Full- Part- Full- Part- Full- Part-

time time time time time time time time

1969 891% 109% 857% 143% 652% 348% 452% 548%
1974 886 114 859 141 574 426 432 568
1979 862 138 819 181 511 489 378 622
1984 841 159 790 210 515 485 342 658
1989 851 149 777 223 535 465 389 61.1
1994 845 155 762 238 536 464 402 598
1999 869 131 788 212 549 451 460 540
2004 862 138 782 218 590 410 422 578

Source: CRS analysis of the March income supplements to Current Population Survey.

Sources and Amounts of Income Among People 65 and Older

Summary. Older Americans reeive incomdrom avariety of sour@s suchs
earnings, Sodal Seairity, assts, pensons, andwelfare.’® Four sources o income
— eanings, Sccial Security, pensions, and income from assets — comyprise the
majority of income among people @hd oldetoday justas heydid 35 years ag.
In 2004, thesefour incomesaurces provided 97%o0f all incomereceived by people
65andolder. This was aslight increasefrom 1975 (thefirst year for which separate
data on pension income are available from the CPS) when these four sources
provided 95% ofncome reeived by people 65 ad older.

Wages andsdariestoday constitute agreater proportion of theaggregateincome
of the ederly than a any time since thelate 1970s, and while this isdue in part to
increasing rates d employment, it is dso patly theresut of adecline over the past
15 yeas in the proportion of incomeceved as interst and dividends. Since the
ealy 1990s, interest tas and dividendiglds have dllen, aml both the shareof

8 The @PSdoesnot mllect informationonincone recéved fran captal gains.
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aggregatemcame recevedfrom thes saurces ard the perceniage dolder ndividuas
with income from asets haveaflen sincehat time. SocialSecurityhas formost of
thepast I yearsremaned afairly steble share (about 40%) of the incomeof people
65 and older. Trends in pension income have been mare complex.

Trends in the peentage of pegple receiving pension income ha differed
between men andwomen. The proportion of men 65 aml olde with pensonincome
rosebetween 1980 and thearly 1990s. Bythat time, almost half of men 65
older reeivad some pension income.nSe dout 1992, howevethe proportion of
men reeivingpensiornincome hagallen toabout 44%Although theperentag of
women 65 and oldewith pension income Isaconthued to rise — althou@y very
slowly — women 65and oldeareonly half as likely as men to i@eiveincome fom
this source. Momver, women’s pension incomis, on aveage, onlyhalf that of
male pension @pients. The shraof incometheeldety receivefrom pensions has
fallensincetheeaty 1990sbecaise the propdion of men with pension income has
fallen and therisein theproportion of wome with pension income hasdreoffset
by the smaller mounts theyypically reeive. Becaise the propdion of the total
workforce who participag in employerssponsored pesions has remaidestable at
about half theworkforce sincethel970s, it is wnlikely tha the share of total income
of theelderly received from pensons will risesubgantialy in thenext 10to 20 years.

Few individuals ag 65 and ovedonot receve anyincome.Between 1969 iad
2004, the perentge of p@ple 65 and oldereeiving income fom at least one
sourceincreased fom 90% to 97%? Amongpeople who héincome fom any
sourcethe meanmnual amoungin constant 2004 dtars) ose fom $13,414 in 1969
to $23,762in 2004, an inaeaseof 77% or1.6% per year. Median totd income dso
in constant 2004 dollars, rose from $8,196 in 1969to $15189in 2004, an increase
of 85% orl.7% peryear (SeeTables 9through 12.)*

Earnings. In 1969, a quarter of all pegple 6 ard older worked, ard eanings
provideda third of the total inmme of the eldety. Both of these percatages
declined shiply over thenext decade ral by1980, the proportion of people 65 and
older with eaned inome haddllen to 17%and earninghad fallento 16% of the
aggregate incomeof theelderly. The proportion of Ameicansage 65 and older with
earnings hes increasal dightly in recent years, rising from 16%in theearly 1990s to
18% in 2004. Asashare of aggregate income, however, earnings have risen more
substantiallygrowing from 15% ofthetotal incoomeof theeldety in the mid-1990s
to 23% in 2004. (SeEigure 4.) The incease in the propaion of income fom
eanings isthe resulmainly of four fadors: (1) gowth in redwages; (2) inceased
employment amongeople 65ad older; (3an inceasen the perentag of working
elderly who are employed full-time; and (4) adrop in interest and dividend income

9 The majority of individualswithout income were wonen. h 1969,16% of women and
1% ofmen received o income. By 2004, the shareof men who received ro income hal
risen slightly (to 2%) and the share of womenwho received no income had fallento 4%.

2 The medan lies at the middle of theincomedistribution. Half of the population have
higherincomes,andhalfhawelower incomes. Meaninconeis generallyhigher tran median
income beausea relatiely small perentag of peopge hawe very high incomes. The
medianis therefoe widely corsideredto beamore acuratemeasureof average incame.
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that resultedrbm falling interest rées, fallingdividend yelds, and a ddine in the

perentag of p@plereecivinginterestanddividendincome?* Amongpeople who
had eaned inome, the meatotal amout (in constant 2004 dollarspse fom

$14,497 inl969to $29,459 in 2004, an inaise 0fL03% or 2.0%er year Median
eaned income, lgo in constant 2004 dollangse from$6,856in 1969to $15,000
in 2004, an incrase 0f119% or 2.2%per \ear

Social Security. In 1969, 75% of pgple 65 and oldereceived Social
Securityincome, eithens réired workes, as spouses, as survivors of deaed
workes. By 1991, theproportionof eldety receiving SocialSecuritybeneits had
risen to 91%, and it has remaned within two percentage points of 90% since that
time. SocidSeawrity providedalmost onehird of allincome reeived by people 65
and oldeiin 1969. Byl1975,SocialSecuritybeneits accountd for 42%o0f the total
income of peple 65 and older Overthe past30 yeas, Social Securityhas
consigently comprised between 38% and 43% o theaggregateincomeof thedderly
population. Among people @nd oldemwho receivad Social Securityncome, the
mean anual amount rosegdm $5171 in 1969 to $10,681 in 2004, an incseaf
107% or 2.0%per year Median Social Sexity income rosdérom $4,866 in 1969
to $10,399 in 2004, an increase of 114% or 2.1% pe year. (All amownts are in
constant 2004 dollars.)

Asset income. Income fom assets — primiy interest and dividends, but
alsoincduding rentsand royalties —was received by 3% of people 65and older in
1969. The propdion of older pesons reeiving asset incomeose steadilpver the
next decade andby 1980two-thirds o theelderly received incomefrom assds. This
proportion renained ré&atively stable until the late 1990s when it ba¢p decline.
By 2004, the proportion of pple 65 and oldexho received asset income kddallen
to 56%. The decline in the proportion o people receiving income from ases
coincided with along period of falli nginterestratesanddividendyields. As therate
of retum on theseassés fell, fewer people choseto hold such assés.

In 1969, interest, dividends, rent, and royalties provided 20% of the aggregate
income of peple 65 and olderThis proportion steadiincreasedverthenext ivo
decalesandpeakel at26%of total inammein 1986. Theshareof the income othe
elderly compisad of incomefrom assés has progressively fallen snce 1986, andin
2004 only12% of thencomeof people65andoldercamefrom this source Among
people 65 ad older whaeaived incomdrom assts, the meanrad median annuia
amouwntsreceived fluctuaed from year to year. Mean annud incomeranged from a
low of about $6,000 per year to a high of about $7,500 per year, in 2004 dollars.
Median incomefrom asses was subgantially lower than mean ass¢ incomebecause
a rdatively small proportion of individuals had velarge amounts ofsset income.
Expressd in 2004 dollars, median incorfrem assetsvas highest ii984, reahing
$2,637thatyear Sincethe mid-1980s, mdian assetincomehassteadilyfallen.
Among thosewho received incame from interest, dividends, rent, and royalties in
2004, the mediannmual amount was just $817.

1 Between 1984and1994 the yield on 10-year Treasurpaes fellfrom124%to 71% and
by 2004 hadfallen to4.3%. Dividendyields ceclinedfrom 4.6% in 1984to 28% in1994
and 1.7%in 2004. (Source: Ecoromic Report of thePresident,2006.)
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Table 9. People Age 65 and Older with Income from Each

Source
Percentage of people 65 ard older with income from each
source:
Source of income: 1969 1970 1980 1990 2000 2004
Any income 90.1% 904% 98.7% 988% 97.8% 97.1%
Earnings 24.9 23.4 16.6 16.3 16.9 18.0
Social Security 74.7 75.9 90.5 91.0 89.8 88.2
Assé income 39.4 39.5 67.1 69.9 59.2 55.5
Pension income n/a n/a 26.6 37.0 34.9 35.5
Welfare 9.2 9.2 8.5 55 3.8 35
Other income 24.6 24.2 6.9 7.7 6.0 5.5

Source: CRS analysis of the March income supplements to Current Population Survey.
n/a = not available

Table 10. Income from Each Source as a Percentage of Total
Income among People 65 and Older

Percentage of total income in each year:
Source of income: 1969 1970 1980 1990 2000 2004
Eamings 299% 271% 159% 153% 200% 23.0%
Social Security 32.0 35.3 42.8 37.9 40.3 40.8
Assé income 20.4 19.5 22.4 24.0 17.2 12.3
Pension income n/a n/a 15.3 19.8 19.7 21.2
Welfare 2.7 2.6 1.6 0.8 0.7 0.6
Other income 15.1 15.5 2.0 2.2 2.1 2.0

Source: CRS analysis of the March income supplements to Current Population Survey.
n/a = not available

Table 11. Mean Annual Income of People 65 and Older
from Each Source
(mean annud incomeof indvidualswith inconme fromead sairce,in 2004ddlars )

M ean income, in 2004 dollars:

Source of income: 1969 1970 1980 1990 2000 2004

Incomefrom dl sources $13414 $13429 $15662 $20072 $23257 $23,762
Eamings 14497 14039 14,789 18602 27001 29459
Sodal Security 5171 5656 7,305 8,253 10,213 10681
Assetincome 6,256 5,986 5161 6,803 6,622 5,122
Persionincome n/a n/a 8,924 10617 12810 13953
Welfare 3,556 3408 2,818 3,035 4,149 4,245
Otherincome 7,405 7,788 4,445 5,743 7911 8,161

Source: CRS analysis of the March income supplements to Current Population Survey.
n/a = not available
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Table 12. Median Annual Income of Individuals 65 and Older
from Each Source
(Medianincorre ofindividuals with incomefrom ead sairce,in 2004ddlars )

M edian income, in 2004 dollars:

Source of income: 1969 1970 1980 1990 2000 2004

Incomefrom dl sources $8,196 $8271 $10723 $13523 $14727 $15189
Eamings 6,856 6,644 8281 8705 12937 15000
Sodal Security 4,866 5,267 7,212 8,036 9,903 10399
Assetincome 2,134 2,038 1,656 2,385 1477 817
Persion income n/a n/a 5,995 6,991 8,625 9,600
Welfare 3,125 3,180 2374 2314 3247 3600
Otherincome 5123 5,189 2459 2893 3880 4799

Source: CRS analysis of the March income supplements to Current Population Survey.
n/a = not available

Figure 4. Share of Income by Source among People 65+, 1969-2004
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Source: CRS analysis o the March income supplements to Current Population Survey.

Pension Income. The CPS las wllected data on penson income as a
sepaate @tegry only since the Mech 1976 surey, which colleted information on
income reeived in 1975. Béorethat, income fom peasions waincluded in a bwad
category of “other income” In 1975, 22% o people 65 and older received income
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from pensions eaed throuf a jobor jobs in either the public qrivate setors or
as the survivor of aworker who was receivingapenson. The percentage of people
65 and oldereiving income fom pensions rose until the Bat990s, peakingt
38%in 1992. The pportion of the elddy population reeivingpensionncome has
since fdlen slightly. In2004,36% ofpeople 6%nd olderecived p&sion income?

In 1975, income frormpensionsnade udl4% ofthe btalincome of peple 65
and older This proportion incrased ove the nat 15 years, alongwith the
perentag of olde peisons reeivingincome fom pensions, reainga pe& of 22%
in 1993. Sincethen, pensonincomehas omprised rowghly 20% ofthetotal income
of people65 and oldeeat year Amongpeoples5andolderwho received pension
income the men annud amouwnt (in 2004 dollars) rose from $8,848 in 1975 to
$13,953 in 2004, an increaseof 58% or 1.5% pe year. Median penson incomerose
from $6,081 in 1975 to $9,600 in 2004, also insheg by58% or 1.5%per year

Welfare Income. In thelate 1960s and early 1970s, about 10% of thedderly
population in theéJnited Sates receivesome form of ash wéfare assistanc&om
the falerd or state gvernmets. The largst sourcef cash welfare assistancéor
people 65 ad olderis theSupplemental Securitpcome §S)) progam, whid was
authorized by Corgress n 1972 and began m&ing paymentsto digible low-income
aced and didaled pesons in 194.2° 2* The propation of the elddy population
receiving cash welfare payments has steadily fallen snce the mid-1970s, mainly
because theproportion of people 65 and older who receive Sodal Security benefits
has incrased ad the ral value ofSocial Seurity beneits has risen due to the
growth in real wages. The maimum digible income Imit for SSI bendfits, in
contrast, grows at theannud rate of price inflation.?® As a shere of the aggrege
income of peple 65 and oldercash welfag paynentsfell from 3% in 1969 to 1%
in 1986. Welfare iname has ben less than 19%f the total income of olde
Americans foreachof the pad 20 yeas. Over theperiod fom 1969 to 2004, the
mean ad media anountsof welfare inmme reeived byolder individuals fluctuaté
within relativelynarrov ranges, meaured in consta 2004 dollars. Meanalfare
income raged from alow of $2,818 in 1980 to a Higof $4,426 in 2002. Median
welfare inmme rexcheal a low of $2,261 in 1992nd a hidn of $3,629 in 2003.

#2This categry includes pnsiors frompreviousenployers orunions,andotherretirenent
income, excludng Social Secuity and Veterans’Administration payments. It includes
conpanyorunionpersionsandprofit sharingplars; annuities; ntitary retirenent; feceral
govemmen pensons state orlocal govemmert pensons Railroad Retiremert; paymerts
from anruities @ paidupinsurarce mlicies; and payments fran IRA or Keogh acourts.

% For more information on SSIseeCRS Report94-486, Suppementl Seurity Income
(S9): A Fad Sheet, by Sott Szymendera

> This categry includesonly cashwelfare myments. It does nd include thevalue d food
stanps, medicalassistancerental sibsidies heatingassistanceor othe in-kind transfers.

*In ary given year therate of price inflation may exceed the rate of growth of average
wages,but over lorg periads of tine wages gow faster tha prices lecauseverage wages
grow at the agrage rateof inflation plustherateof growth of laborprodictivity. Pricescan
grow faster tha wages inthe lang runonly if labor produdivity fails toincreae.
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Other Income. Other sourcs of incomeremrdedon the CPS include
worke's’ compensatiorynemploynent compengen, alimony child support, and
finandal assistanc&omfriends orrelaives not livhgin the same household. Qve
the past 30gass, the proportiorof people65 and older regiving anyincome fom
thesesaurces hes mnsigently remaned in a narow range of 6%to 86 o thedderly
population. As a sharof theaggregate incomeof theelderly, all of these soges
combined haven ead of the pat 30 yars acounted for just 2% to 3% of total
income Among people 65andolder who received incomefrom oneor moreof these
source in 2004themeanamounteceivedwas$8,161and the medimamount was
$4,799. This conpares to mea ard medan amaunts received from thesesaurces in
1975 of $4,191 and $3,11&spetively. (All amounts arén 2004 dollars.)

Sources of Income, by Quartile. The soures of incomereeived by
people 65 ad older whoséncomes & at the loweend ofthe income distribution
differ from the saurces d income of people a the upper end of the income
distribution. Thiswas true of income throughout the period from 1969 to 2004. In
1975, individuals 6@ndolderwhoseincomes (in 2004 dollar®xceedd $17,784
were in the top 25% (thp quartile) emong peple in this gegroup. On a&erage,
theyreeived 30%of their income fom eanings, 22%from Social Secuty, 19%
from pensions, 27% from assets, less than 1% from welfare, and 2% from aher
sources. That sameear, individuals whose incomes weeless than $6,42@n 2004
dollars) were in the bottom quartile anong individuals age 65 and older. Older
individuals in he bottom inomequartilereeivedlessthan1%of their income fom
eanings, 80%rom SocialSecurity 1% from pensions3% from assets, 13%dm
welfare, and 2% fom other soures. (Seéigure 5andFigure 6.)

By 2004, the saurces d incomein thetop and batom quartiles d theincome
distribution had charegl réatively little. In the topquartile —people 65 and older
with 2004incomeof $26,6000r more— eaningsand pensionincomeeach fad
increasal & shares d totd income while assé incomehad declined somevhat as a
perentag of total inome. In both 1975 and 2004, Social Setpacounted for
about $1 oubf evel $5 of incomeamongpeople65 and oldemwith incomes in the
top 25% of the incomdistribution. In the bottom quartile — peopheith 2004
income of Iss than $9,260 — Social Securdiyounted for aboug4 outof every$s
of income. Earning acounted for onlyl% of incomein both 1975 and 2004.
Although pe&sions and asset incomelia@ased slightlyin relative sigificanceanong
people 65and oldelin the botom income quartile, in 2004 both of thessrirces of
income combinedcmuntedor just 7%of theirincome.Cash welfee deslined from
13% of the inome reeived by personsn thebottom incomejuartilein 1975to 5%
in 2004. This was due bothttoe increase inthe proportion of people 65 and otde
who received Social Secuty beneits and to gowth in the relvalue of Socik
Securitybeneits. Inthe bottom incomeuartile, $cial Scuity increased from 80%
of total income in 1975 to 86% of total income2004.
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Figure 5. Sources of Income by Quartile, 1975
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Figure 6. Sources of Income by Quartile, 2004
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Sources of Income Differ Between Men and Women. Men and women
arenot equallylikely to re@ive incomdrom eah of thefour main incomesource
amongndividuals ag 65 and olde and themportanceof eat sourceof income ha
changed for both men and women avehe pat 35 yeas. (SeeFigure 7.)
Throudhout this period, men 65 and oldeere morelikely than womento have
income from wages and salaries, income from assets, and income from pensions. In
1970, 25% of men 65nd older hd wag and skary income, compared to 12% of
women. B 2004 just 18% of oldermen had wge and skry income, while the
proportion of women with wage and sdary incomehad inaeasel to 13% Up wuntil
about 1980, men 65 and older dso were mote likely than women toreceive income
from Social Secuity. Since hen, howeer, theperentag of both menrad women
65 and oldereaiving Social Securityhas raged between 88% rad 92%. The
percentage of bah men and women 65 and older reaiving income from &sds
increased shgly throudh the 1970s and 19808y 1990, 72% of menral 68% of
women had sset income. B2004, these figres hd fallento 59%of men ad 53%
of women. Whilethepercentage of both men ard women receiving pensonincome
(including survivor bensts) increased substantiallpetwea 1975 and 1990, the
upwad trend ease in the ealy 1990s. Moreowe throudhout the 20 gas from
1975t0 1995, men 65 and older were more than twice as likely as dder women to
have ecaved rdired-woker orsurvivor bendits from a pasion. Snce 1995, the
gap betwen the proportion of men and amen reeiving pension income Isa
narrowed slidntly, but this has been due nedo a deline inthe percenige of men
receiving penson incomeraher than toan increasein the proportion of women with
incomefrom pengons.

Older ma& and womenlao differ with respet to the amount of incontbat they
reeive fom ezh soure,with mentypicallyreaivinglargeramounts. Amongnen
age 65 and older who hadwage and sdary incomein 1970, the median anouwnt, in
2004 dollars, was $8,5605deTable 13) Amongwomenage65andolderwho had
wage and skary income in 1970, the mediamaunt was $6,163. By2004, the
median wge and skary income ofmen 65 and oldehad inceasd to $20,800, a
143% incrase. Thasame gar themedianwage andsalaryincome of vomen 65
and oldemwas $12,000, or 95%ighe thanin 1970. Men also had Higr melian
income fom Social Securitthroudh the peiod from 1970 to 2004, but the raté
growth inthemedian bendfit was sightly higher forwomen, as maewomen became
eligible for retired worker beneits that were leger than the spousal befitethey
would have received had theynot worked orhad woked less. Men lthhighe
pension income thanamen, and theate ofgrowth of peasion income wa faster
amongmen than women. rAong m& 65 and oldewho had pesion income, the
medianamountrosefrom $7,096in 1980 to $12,000 in 2004, an ieese of 69%4°
Median penson income anong women 65 and older rose from $4,347 in 1980 to
$6,141 in 2004, an incase 0f41%. Men ko had higher median income ém
assets, althougfor both men iad women the medmincome fom this source wa
relatively small compared to income from earnings, pensions, and Social Security.

?* The PShean tocolled dataon pensim income asa seprate ctegory in 1976
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Figure 7. Percentage of Men and Women Age 65+ with Income from Each Source, by Year
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Table 13. Median Income of Men and Women
from Each Source
(Men ard women age & and older, anountsin 2004 dollars)

Incomefrom Penson
W ages & Sdaries Social Searity Assts income

Men Women Men Women Men Women Men Women

1970 $8,560 $6,163 $6,848 $4,353 $2,242 $1,895 n/a n/a

1980 10,143 6444 8706 6173 1967 1553 7096 4,347
1990 11,783 7713 9889 6726 2410 2345 8886 4,820
2000 17572 8786 11601 8180 1690 1289 10877 5,892
2004 20800 12000 12583 8,799 964 750 12000 6,141

Source: CRS analysis of the March income supplements to Current Population Survey.
n/a = not available

Household Income of People 65 and Older

Summary. The previous section of this report debed the souwes ad
amounts of incomeecaved by people 65 iad older at the level of thendividual
recipient. Although asubgantial — and growing— proportion of Americansof al
ages livein angle-person househadds, a magprity live with aspouse other relatives,
aroommate, or others with whom they share household expenses.?” Consequently,
gaininga completepictureof theincomeof older Americans,how it has changd
over time, ad how it compare with the income of the noglderly population,
requires an examindion o househdd incomeas well as individud income This
section of theeport descibes income mong d U.S. households and also among
eldety households — defimehereas those in wich eitherthe householdét or
householdes spouseés 65 or older — ad nonelddy households, definehereas
those in which neithehe householdaror spouse is 65 or older

Median household incomeose &ster arong households in which the
householder ospouse was 65 alderthan amonghouseholds headdy younger
personsduring the period from 1969 throuch 2004. Nevatheless,in 2004 the
median income oiouseholds in whiche householder or spouseas 65 or olde
($25210) was just half of the median income of households in which neither the
householder n@pouse hadathed ag 65 ($50,466)Elderlyhouseholds, howeve
tend to be smallerayeagng 1.7 esidents) than notderly households (with an
avelage of 2.8 esidents) ad theydo not have laof the work+elaed and hild-
rearing expenses that many nonelderly households must pay.

*"1n 1969,16.6% d all U.S. hausehdds were meperson hosehols, as were B.%% of
housholdsin which the housholde was65 or older. In 2005 26 4% of all households
were one{peson housenads, as were 45.8% in which the householder was65 or older.

2 The Cersus Bureau definesthehouseholder asthepersan inwhosenamethe housing unit
is ownedor rerted.In amarried ouple,thehousholde maybeeither the hisbandor wife.
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When comparing theincomeof dderly househddswith thehousehod income
of thenondderly population, it is impartant to keep in mindtha thehousehaddsin
which peoples5 and oldetive tend to be smaller thahe households of gunger
adults. Over the past 35 years, average household sze has shrunk among bath
eldety and nonelddy households, and while thedli@e has ben greater among
nonelderly households, they remain larger, on average, than ederly households. In
1970, therewere 3.5persons irthe averag nonelderiyhousehold2.1 adults and 1.4
children. GeeTable 14) The aveage eldely household had 1.9 pple in 1970.
By 2005 the aveage numberof peoplein nonelderlyhouseholds had lfan to 2.8
people: 1.9 adults and 0.Bildren. The &erage size of anlderly household had
fallen to 1.7 people. Because the average eldety househad has 11 fewer people
than the mserage nonklerly household, it requiseless income to maintain a
comparabde gandard of living.

Table 14. Average Household Size by Year and Age of
Householder

Houselolder under 65 Houselolder Age 65+
Mean Mean number Mean Mean
household of adults househdd number of
Year size size adults
1970 35 2.1 1.9 1.8
1980 3.0 2.0 1.7 1.7
1990 2.9 2.0 1.7 1.7
2000 2.8 1.9 1.7 1.7
2005 2.8 1.9 1.7 1.7

Source: CRS analysis of the March income supplements to Current Population Survey.

Median Household Income, by Age. Adjusted for inflaiton, median
househadd incomein the United States ose from $35,539 in 1969 to $44,214 in
2004, an inaaseof 24% 0r0.6% peryea in red terms. (Se@ables 15and16.)
Real median houseld incomeeahedapeakof $45,302n 2000andfell by $1,100
or 2.4% béveen 2000 md 2004. Amonghouseholds in hich neitherthe
householder ndhe housholdets spouse was5 or older, mdian incomease fom
$40,278 in 1969 to $50,466 in 2004, acrgase o25% or 0.6%annually on
average. Amonghouseholds in which either the houkelder or thehnouseholdes
spouse was 65 aider, ral median incomeose from$14,498in 1969 to $25,210
in 2004, an incrase 0f74%, or 1.6%annually on aveage.
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Table 15. Mean and Median Household Income,
by Age of Householder
(hougeholdincone in2004ddlars)

All Houselolder and  Houselolder or spouse
househdds spouwse wnder age 65 65 or older
Income yea  Mean Median Mean Median Mean Median
1969 $40378 $35539 $44886 $40278 $22393 $14498
1970 40423 35461 44986 40295 22303 14641
1980 42 847 36,639 47239 41853 26424 18425
1990 49053 40036 53619 45476 33173 22910
2000 61460 45302 67,742 52,680 38466 25570
2004 60530 44214 66433 50466 38963 25210

Source: CRS analysis of the March income supplements to Current Population Survey.

Formog of theperiodfrom 19® to 2004 thereal houshadd incomeof dderly
households —thosen which eithetthe housholderor the householdés spouse as
65 or older — gewfasterthan the ral income ofyounger householdsi-orexample,
over theperiod fom 1969 to 2004 he real median incomef eldely households
grew by 74%, compared to 25%if nonelddy households. Since 1990, howgve
the rates of income growth in ederly and nonelderly households have been much
closer togther, each inceasing by 10% to 11% ovethat period. Since 2000,
howeve, while the ral income ofmoneldely households haslfan by 4.2%, the
income of &erly households haslfan byjust 1.4%.

In constant dollars, étotal increases in median housald income among
eldety and noneldely households since 1969veanot diffeed gedly. Bdween
1969 and 2004, thealincomeof householde which neitherthehouseholder nor
spouse was 65 alder gewby $10,188, in 2004 dollars. Overe same pé&d, the
red median income of elderly households grew by $10,712. One reason that the
percentage change in househdld incomehas keen geater in dderly househdds is
simplythatthe ncome otthese householdsgas groving from amuch snaller bae.
In 1969, themedian incomeof ederly househadds, expressel in 2004 ddlarswas just
$14,498. An increasse d $1,000 from this amount would represent a percentage
change of 7%, while a $1,000 increasein the 1969 median income of nondderly
househol ds ($40,278, in 2004 dollars) would represent an increase of just 2.5%. In
perentag tems, the increse in median incomamongeldety households since the
late 1960s looks reti@ely large becaustheir median houdeold income was —al
is— much bwerthan he mediarhouseholdncome of the nonelderlyopulation.
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Table 16. Percentage Change in Median Household Income,
1969 to 2004, by Age of Householder
(hougeholdincone in2004ddlars)

All Houselolder and Houselolder or
househdds spowse inder age 65  spowse & o older
Income Total Annual Total Annual Total Annual
years change average change average change average
19692004 24.4% 0.6% 25.3% 0.6% 73.9% 1.6%
19702004 247 0.6 252 0.7 722 1.6
19802004 207 0.8 206 0.8 3638 1.3
19902004 104 0.7 110 0.7 100 0.6
20002004 -2.4 -0.5 -4.2 -0.9 -1.4 -0.3

Source: CRS analysis of the March income supplements to Current Population Survey.

Household Income at the 75" and 25" Percentiles. Household incomes
have tianged notonly at the median— the mddle of the distribution — but also at
the upperand lowerends of tie income distributin. At the 78 perentile —
markingthe point that sepaes the higestquarte of household incomes from the
lowest threequaters —incomes grev by 47% among nonéerly households from
1969 to 2004 and 4% amondnouseholds whichthe householder spouse wa
65 or older. In corstant 2004 dollars, this represented an increase in househadd
incomeof $27,234 for nondderly households a the 75" percentile and an increase
of $18,186 foreldety households at the Tper@ntile. (Se&ables 17and18.)

Table 17. Household Income at 75" and 25" Percentiles, by Age
of Householder
(hougholdincone in2004ddlars)

All Houselolder and spouse Householder or spouse 65 or
households under age65 older
Income 75" 25" 75" 25" 75" 25"

year percentile percentile percentile percentile percentile per centile

1969 $53,789 $183886 $57632 $25614 $28414 $7,718
1970 53,909 18,648 57940 24864 28,124 7,830
1980 58,962 18,839 63446 24153 32,930 10265
1990 66,319 20301 71570 25441 41214 12463
2000 78,694 23,192 85,298 28,163 45846 13913
2004 78,050 22200 84,866 26,880 46,600 14199

Source: CRS analysis of the March income supplements to Current Population Survey.

At the lower end of the income distribution, rates of growth in household
income diffeed dramaticallybetwe@ eldety and nonelddy households over the
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period flom 1969 to 2004. Among nonelderly households, income at the™5
perentile gew by just 5% in real tens from 1969 to 2004. Over tleur yeas
from 2000 to 2004household incomes at the'2pere@ntile fdl by 5%. Among
eldely households, howevdgncomes tthe 25" perentile grev by 84% fom 1969
through 2004, and by 2% from 2000 through 2004. The steady growth inincome
amongeldety households in the lowegtiartile of thancome distribution since the
late 1960s islargely due to the fact that the greatprepaderance of thar income
comes fom Social Security Initial Social Securityoenefits are baskon the ral
value ofaveage lifetime waes, and thdeneit formula is desighed to rplacea
highe percentgie of averagelifetime eanings for low-wage wokers. Ove the
period flom 1969 throuly 2004, the Social Sedtyr national aveage wage index
grew from $5,894 to $35,649, anexrage rae of inceaseof 5.0% pe year®® Over
the same p@d, redwages gewbyaboutl%peryear, whichwasreflectedin highe
rea Social Security benefits for new retirees each year®® Once Sodal Security
beneits begn, theyareadjusted ezh yearby the rde of dang in the Consumer
Price hdex, thuspreventing the ed value ofthe benét from being erodel by
inflation.

Table 18. Cumulative Percentage Change in Household Income
at 75" and 25" Percentiles, by Age of Householder
(householdincone in2004ddlars)

All Houselolder and Houselolder or
househdds spouwse inder age 65  spowse & o older
75" 25" 75" 25" 75" 25"

Income yeas percentile percentile percentile percentile percentile percentile
1969-2004 45.1% 17.5% 47.3% 49% 64.0% 84.0%

19702004 448 190 465 8.1 657 813
19802004 324 178 338 113 415 383
19902004 177 9.4 186 5.7 131 139
20002004 -0.8 -4.3 -0.5 -4.6 1.6 2.1

Source: CRS analysis of the March income supplements to Current Population Survey.
Poverty Status of the Elderly

Summary. Thesteadyisein themedian income oéldety households over
the past 35 gas coincided wth a dramé#c decline in the pportion of older
Americans living in povay. In 1969, nealy a quater of Americaxs 65 and older
had family incomedelowthefedeaal povertythreshold, and the portg rateamong
the population 65 analderwasmorethandoublethepovertyrateamongadults 18

¥ See[http://www.ssagov/OACT/COLA/AWI.html].

% From 1969to 2004, the pricelevel asmeasured by the Persand Consumption Expenditure
Index of the National Incomeand Product Accounts rose from 25.3 to 108.2, an average
annwalrate ofincreasef 4.1%.(Surce: EconanicRepat of the Rresiden, Februay 2006,
Table B7, page 29.)
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to 64 yeas old. By the earlyl990s the povertyrateamongpeople 65 iad older hd
fallenbelow the povertyateamongadults ag 18 to 64 and it hasmained lower
since tha time. Over the sane peiod of time, the ratio of the poverty threshold to
themeadian incomeof thepopulation has fdlen as wge growth has autpaced therae
of inflation, bywhich the povay threshold is adjusted @ayear As a onsequeng,
those who are officially poor have become progressively less well-off than
households with income at theedian.Nevatheless, theubstantial reddion in the
proportion o older Americansliving in poverty mug beregarded as oneof themog
important economic dewelopmentsof the past 3 years. Without the decline in
elderly poverty, the economic burden of supporting those who can no longer work
in old age would wégh tha much moreheavilyon their adult childne, and many
millions of older Americanswould likely have to gve up thar own househadds to
live with ather relatives.

Decline in Poverty among the Elderly. The pecentageof older
Americans in povertyas félen dramdcally over thepast 35 gars, from onen-four
peopleage 65 andolderin 1969to justone-in-ta in 2004. As the reallt of the
dramadic decline in &erly povertyand a elatively constantpoverty rate among
working-age Ameicans, bythe ealy 1990s the povertsatefor people65 and older
fell below tha of adults ag 18 to 64. B 2004, thepovertyrateamongAmericans
age 65and older had fallen t09.8%, or 1.5 percentage paints lower than the poverty
rateamongadultsage 18 to 64. Howeer, while theshareof peopleage 65and over
in povertyhas flen, thenumber of poor édedy hasremaned rdatively constant
sincethemid-1970s duéo thegrowthin thetotal numbeof dderly. (SeeTable 19)

Table 19. Poverty Status of Individuals Age 18 and Older,

by Year
People B to 64 yeas old People & and older
Year Number Numberin Percentin  Number Numberin Percentin
(000s) poverty poverty (000s) poverty poverty
1970 113554 10,187 9.0 19470 4,793 246
1975 124122 11456 9.2 21662 3,317 153
1980 137428 13858 101 24686 3,871 157
1985 146396 16598 113 27322 3,456 126
1990 153502 16496 107 30093 3,668 122
1995 161508 18442 114 31658 3,318 105
2000 173638 16671 9.6 33566 3,323 9.9
2004 182121 20514 113 35213 3,457 9.8

Source: See[http://www.censuggov/hhesivww/poverty/histpov/hstpov3.html].

The dedine in the eldely povertyratewas dueboth to the gywth of older
Americans’ incoms and also to the constaied value ofthe povety threshold. The
growth in wagesfrom yearto yearreflects both the risingeneal level ofprices and
gains in labor produtvity. Becausdabor beomes morgroductive ovetime —
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as a esult of betteeeducdéion and trainingimproved methods of pduction and
distribution, and new technolmg — wag@s rise steithanpricesoverthelong wn.
As noted abovdrom 1969throuch 2004aveilge wages n the Unied Sates gew
by about 1% moie pe year than prices. Because bath initial Sacial Security benefits
and most pension bersfae based on mesures of areer-avelage wages, hider eal
wages hae caused the average Sacial Security and pension benefits of each
succasive cohort ofatirees to exeal those of edier cohorts. The risingred values
of these souwes ofincome havéed to an increasingtandard ofiving amongolder
Americans. Further, retirees Social Security benefits are increased each year by a
cost-offiving adjustment that is equal to trede ofinflation. Thishas kepthe real
value ofSocial Securitypeneits from erodingover time3*

The incease in aveage raal income ofthe eldely population, which is due
mainly to the highe caea-average eanings of eah sucessive gneation of
retirees,is notreflectedin thefedaal povertythresholds Thepovertythresholds are
intended to measethe incomaecesaryto mantain a minimallyadeque standat
of living, and thus theyareincreasd ead yearby the rde of inflation. h other
words, thepoverty thresholds mesure theamount of incomenecessay to maintain
aconstantstandard oliving, notthe amount of incomeeedé to keep up with the
rising aveage standed of living of the woking populaion.

The faderd povertythresholdswere developed bygovernmat economists in the
1960s to servesaa standal for meauringincome adguacy®* The thresholds are
adjusted annuallgy the rateof inflation as mesured bythe consumepriceindex
(CPERU) so tha the real (inflation-adjusted)value emains constant owdime.
Because thered value of the poverty threshold has remaned constant over time
while the ral income othe eldely hasbeerrising,the povety threshold has fien
as a pecentage of meadian income For examge, in 1970 the poverty threshold
($1,861) for an individual 65 or olde was equal to 8% o the madian income
($1,959) ofsinglepeople ge & ard older. Ove the net 34 yeas, the median
income gew 666% whle the povety threshold onlyrose 387% Thus, the 2004
povertythreshold for aingleperson ge 65 and ouwe($9,060)was only60% of the
median incomedr an indvidual in that ag goup ($15,000Q) In the future other
things being equal, thedisparity between risng real incomes and afixedreal poverty
threshold will lead to a decreasing proportion of the ederly being in poverty.*

Poverty among Demographic Groups. In 2004, povertyamongthe
elderly was highest anong women, minorities, single pesons, thase with less
educdion, and theveryold. (SeeTable 2Q) Twelveperent of woma over @e 65

¥ Many public-sector pension plans make regular cog-of-living adjustmerts (COLAS) to
retirees’ gnsiors. Mostprivatesectorpensias  not pay anrual GOLASs.

¥ The paertythrestold has chared slichtly over time. For aconprehesive historyof the
povetty threshold see Grdon M. Fisher “The Dewelopment and History of the Poverty
Threshold” Social Secuity Bulletin, vo. 55 no. 4, 1992 at
[http://www.ssa gov/history/fisheronpoverty.html].

% Barbara ButricandCori Uccdlo, “How Will Boomers Fare atRetirenent?”The Urkan
Institute Retirement Prgect, no. 2, November 2005 at
[http://lwww.urban.org/Uploaded PDF/900892_boomers pdf]
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were in poverty comparedto 7% of men While orly 8% of non-hispanc whitesage
65and over werein poverty, 24% of non-hispanic black seniorsand14% of Hispanic

seniors were in poverty. Married cauples hadsignificantly lower levels of poverty

(5%) than dngles (16%). Povery rates ae highe than average amonrg the less-
educded eldely. In 2004, older individualg/ith less tha a high school eduation

had a povety rate(19%)thatwasoverthreetimes & highasthepovertyrateamong
college gadudes. Findly, povertyrates arehigher amongindividuals ag 80 and
older thananong those & to 79 yeasold. Just nine percent of pegple betweenage
65 and 79 wee poorin 2004, compakto 11% of individuals ag80 and olde

Table 20. Poverty Status of Individuals Age 18 and Older in
2004, by Demographic Characteristics

Percent in Percent in Number in
Poverty, Poverty, Poverty, 65+
Age 1864 Age 65+ (000s)
All 113% 9.8% 3,457
Gender
Male 9.6 7.0 1,068
Female 128 120 2,398
Race and Ethnicity
White, Not Hispanic 8.3 7.5 2,150
Black, Not Hispanic 203 237 687
Other 111 187 410
Hispanic 183 141 210
Marital Status
Married 5.8 4.5 871
Sngle, dvorced, 179 162 2,585
widowed
Education
Less than High 266 187 1,719
Schal
High Shod 128 7.9 1,008
Graduate
Some Qollege 8.9 5.6 369
College Graduate 4.1 5.4 360

Source: CRS analysis of the 2005 March income supplements to Current Population Survey.

* “Other’ includesmainly individuak of Asianand Native Americanheritage
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Changes in Income as People Age

Summary. Asworkerspass a@ 60, they begin — gradually, in many cases —
to withdraw fom the paid labordrceand to ré& on pensions, Social Securignd
personasaving to supplymnore of theé income. A positive devepment since the
1960s hes keen thatthe rate of decline in median personal and household income
(measured inconstant ddars) thatoccus as ndividualsreach theirmid- to late 60s
appeas to have slowe This has oaared despite lhe fact hat a smaller proportion
of peopleover @gje 60 wok todaythanwas the cae 35 gas ag@. The longterm
growth inreal wages —andin thereal value of Sodal Security and penson ben€fits
that arebased on thee wags — hasantributed gealy to the economic all-being
of todays retirees. h addition, the gpwth — recentlystalled — in the proportion
of older Americans with income from pesions has helped mopeople maintain a
standard of living in retirement thd is comparable to tha which they enjoyed while
working. More Ameicans 65 ad older &0 recéve asset incomghan did in the
1960s and 1970s, but the amountseiged & income fom this source (with a
median value of $817 in 2004) pde in comparisan totheamountstha most people
65 and older receive from earnings, pensions, and Social Security.

As was notedarlierin Table 6 employnent rate ardlower anong peple 60
to 64 yeas old than among those under age60, ard they fall even further after age
65. Amongpeople 65 to 69eass old in 2004, for example, just 33&re emplogd
at anytime duringthe year Ratesof full-time employmentalsodecline @ workes
age, and enong older Ameacans who emain in the wddforce ater age 60, many
work pat-time. h 2004, while 86%f people55 to 59 yars old worked dill-time,
this prgortion fell to 78% amongvorkeas 60 to 64 gas old and to 59% among
those65to 8 yearsold. As dder workersreduce ther hours of wak and gradually
withdraw fromthe labor forcetheir earningfall andtheybegn to relyto a geder
extent on income from pensions, savings, and after age 62, Social Security.*
Eanings, often from pat-time employment, reman animportant souce of income
for manyolder p@ple, but bothheir aveage hours wdked and aerage eanings per
hour are lower than inthdr pesk earning years.

Changes in Individual and Household Income. The income daa
collected in theCPS albw usto ses how themedian incomes dffer between people
of different ages,andhow the medianincomesof peoplein differentage goups
changastheyage. Forexample, lookin@tthetop row of Table 21, the radercan
seethatindividuals 55to0 59yeas old had a medianincomein 1969 of $23,437,
measurd in 2004dollars. People who we 55 to 59 gars old in1969 all were bar
betwea 1910 and 1914. Daeographes reker to peole born in the gae yearor
group of yeas as a birth cohort.”

Following this same birth cohorforward five yeas to 1974 Table 21shows
that individuals who wer&0 to 64 yeas old that yarhad a mdian income of
$18,562, or $4,87lBwerthanthemedianincomeof this saméirth cohort fiveyeas

% Sacial Security retired worker benefits arefirst available at age62. Workers who become
disabledmay be eligible for Social Security Disability Insurance at any age. Rates d
disability arehigher anongpe@le % ard dder than anongyounger indviduals.



CRS35

ealier. Hveyeaslaterin 1979 peoplein the1910-191%irth cohort wee 65 to 69
yeas oldand thesendividualshad amedian incomef $12,039, or $11,398 less than
the medianncome of individuals in thisbirth cohort 10 gas ealier. Following
eah of the pas of diagnal arrows in this table allows one to see hmedian
individual incomes of suessive cohds changd as thg aged. The most reent
birth cohort forwhich income di ae avalable overa 10-yarperiod comprises
people who wre 55 to 59 in 1994. nl constant dollarsthe medan income of
individuals in his birth cohort ddmed from $24,068 in 1994 to $22,3211999 (at
age 60-64)and to $18,199 in 2004 (aea65 to 69).

The third column offable 21shows medanincomesat age60 to 64 and age
65t0 @ as apecentage of themeadian incomeof thesame birth cohort a age 55to
59. For examge, the median incomeof individuals who were 60to 64 years old in
1974 was 79.2% dhe nedian incomef this same cohorih 1969,when theywere
55t0 59 yearsold. Thar madian incomein 1979, a age 65to 8, was 51.4% of thar
incomein 1969 & age 55to M. Looking at the mog recent aohort for which income
data @e availablefor a10-yearperiod, theeade can see thethe median individual
income of peoplewho wee 60 to 64 gas old in 1999 was 92.7% of the dian
incomeof thesamecohort in 194 a age 55t0 3. In 2004, when the people in this
cohot had reached age 65 to 69, their median income was 75.6% of the median
income of peple who wee ae 55 to 59 tenaas ealier in 1994.

Table 22shows the madian househdd income in slected years of people in
these saméhreeage cohotsasTabe 21: 55 to 59, 60 to 64, and 65 to 69. Hare
similar pdtern is appant, with median houselbincome fdling as peple a@.
Amongthose who wee 55 to 59 in 1969, medidrousehold income vga$39,151,
measurd in 2004 dollars. Fiveeas laterin 1974 themediarhousehold income of
this age group,whowerethen60to 64yearsold, was$33,789, or $5,362 lowehan
the household income dfis cohort in 969. By 1979, at ag 65 to 69, the median
household income of this colhawvas $25,357, or $13,794 lowthan the méian
householdncome otthiscohort 10yeaseatier. Forthe most read 10-yearperiod,
median houséhold incomeamorg thosewho were 55to0 59 in ®H was $0,400in
that year Five yeass laterin 1999 when theyere 60 to 64 gas old, the median
household income of thimhortwas$48,211.By 2004 ,atage 65to 69, themedian
household income of this cohavas $37,989°

The third column oTable 22shows median household incosvet ag 60 to 64
and age65 to 69 asa percentageof the medanincome d the same birth cohort atage

% Average hauehold size deslinesas peple age, but the desline inthe medan household

incomesshown in Table 22 gppeasto be due mainly to the declining income of the people

in househdds ratherthanto adedinein the numberof pele in thehousehdd. When we
looked at houséholds of fixed szes we still found that medan houséhdd incomes fell

betweenages B to59 and65to 69 Forexanple, the medianhousholdincone in1979
of persons5to 69yearsold wholivedin two-personhousehdds was B% ofthe nedian
houshold incone in 1969 of persons55 to 59 years ¢d who lived in two-person
housholds The equialent @atio for onepersonhausehdds was @%. Likewise the
medianhousholdincome in 2004of persos 65 to69years ¢d in two-persorhousehdds
was81% of the medianhousholdincome in 1994 of persoms 55 to 59 yeas old in two-
personhausehdds. The egivalent rdio for onepersonhousehdds was ©%.
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55 to 59. The median hous#d income of peple ag@60to 64 in 1974 wa 86.3%
of the media household income of thisrea cohort five gas ealier when they
were 55 to 59 years old. By 1979, the median household income of people age 65
to 69was 64.8%of the mediarhouseholdncome ofthis same ag cohortl0 years
eatier when theywere 55to 59yeasold. Forthemost reentcohort forwhich ten
yeas of income dta ae avdlable, the median houkeld income of peple who wee
60 to 64 in 1994 was 95.7% the medanincome of thesame ohort five years
ealier at gge 55 to 59. By004, whenthey had rachel ag 65 to 69, the median
household income of this cohevas 75.4% ofhe median incomef the sameohort
ten yeas ealier when theywere 55 to 59 gass old.

The dada displagd inTables 21and22 showthat real median inconsehave
risen at both the indidual and household level amoadj threeage goups since
1969. Real medan individual incomewas mae variable than meadian housenad
income, but the trend wa upward ér both. Some of the ineasein red median
incomes in thehreeage cdegories wa due to incrased eployment amonglder
persons, pdicularly women. Since he md-1990s, emplayent amongnen 60 and
older aso has risen. Over time, the ratio of median individual and househad
incomes at ges 65 to 69 to income aga 55 to 59 also ds risen, although the
changesin the household incomeratioswerevariablerather than increasing steadily.

Although, & the medianthe trend in incomes shown Trables 21and22 is
positive, it s important to keep imind that, bydefinition, half of # indivi duals and
househdds haveincomesless han their respective medians For samepeople, their
income in &d age may be less than the anount needed to mantain their desired
standard ofiving. Many financial analgts recommend thavorkers aim for &
income r@lacement rateof 70% ormorein ther first yearof retirement if theywant
to mantain thestandardof living they enjoyed while working?® The median
household income of pple who wee 65to 69 yeas old in 2004 was 75% of the
househad incomeof people in this age cohort 10 years earlier when they were55to
59yearsold. Thus ahousehadd that was at exadly the median incomefor its kirth
cohort in bath 199 and 2004, and tha had retired in the interim, would probably
finditself ableto maintain astandard of living in retirement tha was cmmpearable to
thelif estyle they had enjoyed while working. Thasewhose incomefrom pensons,
savings, and Sodal Security do nat reach this threshold — whose income in
retirement falls below 70%f their pe-retiremait income — mayhave to make
difficult adjustments imrderto keep their speding in etirement within their more
limited incomes. & most individuals lte most direct wato boosthe income they
will have in rdirement, bdh in absoluteérms andeldive to pre-etiremeant income,
wouldbe to ncrease theper@ntag of erning that thegave in employer-sponsored
retirement plans individual retirement accounts or other savings dans

% The ratiosn Table 22arenot true “refacenent rats,” which measurencomne inthe first
yea or (or nyeas) of retirement toincomein thelastyea (or n years) é employment. The
ratios inthetablesare lasednthe nedianincome ofeveryonein ead age cdort,whether
working full-time, parttime, or fully retired. Newerthelesstheydenonstratehe effet on
the medan income of each cohort of the gradual retirement of the menbers of the cohort.
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Table 21. Median Individual Income at 5-Year Intervals
(in 2004 dollars)

Individual Income Percentage d Age %-59 Income
Income Age Age
year 55t059 60to64 65t069 55t059 60to64 65to 69
1969 $23437 100%

/
/

1974  $24035 $18562 100% 792%

/
/
/
/

1979  $22910 $16839  $12039 100% 701% 514%

/
/
/
/

1984  $21619 $17552  $14144 100% 766% 588%

/
/
/
/

1989  $23817 $18914  $15222 100% 875% 664%

/
/
/
/

1994  $24068 $18377  $14827 100% 772% 68.6%

/
/
/
/

1999  $28048 $22321  $17,238 100% 92.7% 7124%

/
/
/
/

2004 $25000  $18199 89.1% 756%

Source: CRS anaysisof theM archincome supdementsto CurrentPopulation Survey. Incomes have
been agusted to 2004 dollarshased @ the NIPA PCE Index.
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Table 22. Median Household Income at 5-Year Intervals

Household Income Percentage d Age 5-59 Income
Income Age Cohort Age Cohort
Year 55t059 60to64 65t069 55t059 60to64 65 to069
1969  $39151 100%

/
/

1974  $42399  $33789 100% 86.3%

/
/
/
/

1979  $48111 $35647 $25357 100% 84.1% 64.8%

/
/
/
/

1984  $47923  $37260  $29729 100% 774% 701%

/
/
/
/

1989  $50611  $41519 32244 100% 86.6% 670%

/
/
/
/

1994  $50400  $39454  $30903 100% 780% 645%

/
/
/
/

1999  $58123  $48211  $37,020 100% 95.7% 731%

/
/
/
/

2004 $49818  $37989 85.7% 754%

Source: CRS andysisof theMarch incone supdements to CurrentPopulation Survey.Incomes have
been agusted to 2004 dollarsbased m the NIPA PCE Index.
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Conclusion

The pat 35yeas have seen aubstantialncrease in the real incorsef older
Americansand adramatic declinein thepercentage of people 65 and older livingin
poverty. Thesedevelopmentscan be attributed bothto long-term economic growth
and increases in real wages and aso to public pdicies thet have contributed to
improving penson security andencouraged retirement saving. Pehaps the single
gredest contributor tétheimprovedeconomicsituation oftheeldety in the United
States habeen therowth in redwages that thegxperience duringtheir working
lives. hredterms, measutkin 2004 dollarghe nedian annual earnisgf worke's
betwea the ags of 18 ad 64 roserbm $21,777 in 1969 to $28,251 in 2004.
Amonghouseholds which neithethe householderor spouse wsa65 or older,gal
median incomease fom $40,278 in 1969 t8650,446n 2004.Growthin red wages
— andin theSocialSecurityandpensionsasedn these wges — has antributed
greatly to the economic well-beang of today’s retirees.

Actions taken by ongess ovethepast35yeasalsohaveaffectal the incomes
of older Americans. h 1974, Congess passed tHemploye Reirement Inome
Security At (ERISA), which set fundingstandardsrad vestingrequirenents for
pension plans sponsoreddayployersin theprivate setor. This law o authorized
individual retirement ecounts (RAs) which encourge wolkers to savefor
retirement by deferring income taxes on some contributions and on investment
eanings. htheRewenue Act of 1978 ongess adda section 401(kjo the hterna
RevenueCode, which authorizezmployers to estalish retirement savirgplans for
employees in whib contributons and investment eangs gow on atax-defered
basisurtil retirement.

Legslation affecting Social Securityhas also contrsuted toincreasingthe
income of oldeAmericans. Thesocial Security Aendmats of 1972rovided for
automatic cost#eliving aqustmens (COLAs), whichpreven the real vdue of Social
Security bendfits from beng eroded by inflation. The 1977 Sodal Security
amendmentsstablished the cuent baefit formula, inwhich initial beneits are
based ona&ch workers caea-average wags, ndexed to curma values baskon a
national aveage wage index. This ssures that each su@ssive cohdrof workas
reeives &ocialSecuritybenetit thatreflectsthegrowth in reawages that ocarred
during their workinglives. h 2000, Congrss rpealal the “arning tes’ for
workers who haveeached theSocial Securityull retirement ag. This test redes
bendits for Sodal Security bereficiaries whoseearnings exceed athreshold sé in
law. The earningtestnow applie®nlytobeneiciariesunder thdull retirement ag.

As the 78 million memberf the“baby boom” — people bar betwea 1946
and 1964 — appiach etirement, Congrssis likely to continue to debathangs
to the federa laws affecting pensions, retirement savings, and Social Security.
Futureretireesarelikely to live longea andwill needto acwmulate réatively greaer
retirementassets than past retirees if they are to mantain their sandard of living
through these longr peiods of reirement. With Social Securitfadng afinandal
shortfall and thenumbe of private-sector pendons cortinuing to decling, it is likely
thata relativelygreaer shae of arrent workes’ futureretiranent income will have
to be financed from their own persona savings.
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Appendix: Historical Tables of Individual and
Household Income
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Table A1. Percentage of People Age 65 and Older with Income from Each Source, by Year

year
1969
1970
1975
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004

Number d Numbe with Peacentage

18,89
19231
21662
24686
25231
25,738
26291
26818
27322
27975
28487
29022
29566
30,093
30590
30870
30,779
31267
31658
31877
32082
32394
32621
32979
33,770
34234
34659
35213

Income Peope 65+ any income
(thousads) (thousads)

17,026
172393
20311
24353
24947
25432
25938
26522
26976
27617
28196
28747
29320
29,734
30256
30538
30223
30676
31081
31,199
31401
31694
31978
32258
32911
33334
33779
34,187

with ary

income
90.1%
904
938
987
989
988
987
989
987
987
990
991
992
988
989
989
982
981
982
979
979
978
980
978
975
974
975
971

Peacentage
with
earnings
24.9%
234
195
166
161
159
151
151
150
147
156
163
163
163
155
147
158
154
157
156
153
159
169
169
162
166
175
180

Percemage Pacentage
receiing receiing
Sodal Seaurity asset income pension income

74.7% 39.4%
759 395
835 454
905 671
912 673
9209 685
912 697
916 686
920 676
917 679
911 696
9209 684
908 696
910 699
902 692
917 680
905 678
908 680
908 672
901 641
899 629
894 638
895 627
898 592
901 584
888 558
891 564
882 555

Percemage
receiing

*

*

223%
266
272
275
292
298
303
313
345
352
358
370
377
380
375
362
354
352
355
359
363
349
345
344
353
351

Pacentage
receiing
welfare

9.2%
9.2

100
8.5
7.5
6.8
7.0
7.0
6.6
6.0
5.5
5.6
6.0
5.5
5.9
5.9
5.0
4.9
4.3
4.7
4.4
3.9
4.1
3.8
3.7
3.6
3.7
3.5

Peacentage
receiing
otherincome*
24.6%
242
8.2
6.9
6.1
6.3
6.3
6.7
6.2
6.6
7.9
7.4
8.1
7.7
7.9
7.5
8.1
7.4
7.1
6.9
6.8
6.7
6.2
6.0
6.3
6.1
5.6
5.5

Source:

CRS analysis d the March income supplements to Current Population Survey. Data represent the civilian, noninstitutional population.

* Prior to the March 1976 suvey, the CPS included income from pensions with “other income.”
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Table A2. Median Annual Income of Individuals Age 65 and Older, by Income Source, in 2004 Dollars

Income Number Median Median Median Median Median Median Medianal

Year with income  total income earning  SocialSecuity asset isonme pensim inoome welfareincome  otherincome*
1969 17026 $8,196 $6856 $4 866 $2134 * $3125 $5123
1970 17393 $8271 $6 644 $5267 $2,038 * $3.180 $5.189
1975 20311 $10147 $6.896 $7,166 $2159 $6,081 $2549 $3118
1980 24353 $10723 $8281 $7212 $1656 $5995 $2374 $2459
1981 24947 $11161 $7698 $7367 $1901 $5603 $2395 $2441
1982 25432 $11788 $8321 $7817 $2071 $5641 $2338 $2318
1983 25938 $12008 $8.288 $7874 $2072 $6,050 $2504 $2590
1984 26522 $12394 $7487 $7987 $2637 $5990 $2453 $2496
1985 26976 $12626 $7979 $8,002 $2553 $5889 $2513 $2416
1986 27617 $12725 $9394 $8,094 $2431 $6,289 $2,608 $2377
1987 28,196 $13125 $9.118 $7861 $2369 $6838 $2486 $2443
1988 28,747 $13027 $8.887 $7964 $2462 $6,771 $2508 $2456
1989 29320 $13306 $9309 $8,026 $2349 $6,723 $2381 $2656
1990 29,734 $13523 $8,705 $8,036 $2385 $6991 $2314 $2893
1991 30256 $13242 $9,008 $8.187 $1939 $6963 $2683 $3.102
1992 30538 $12936 $9400 $8,032 $1507 $6,783 $2261 $3,166
1993 30223 $13124 $9577 $8472 $1228 $7352 $2824 $2,728
1994 30676 $13420 $9,620 $8.962 $1203 $7215 $2872 $2525
1995 31081 $13902 $10713 $9.123 $1510 $7177 $2684 $3644
1996 31199 $14014 $10430 $9217 $1465 $7697 $2849 $3678
1997 31401 $14294 $11012 $9518 $1,700 $8,024 $2897 $4012
1998 31694 $14743 $11233 $9661 $1685 $8,088 $3,087 $4044
1999 31978 $15178 $11491 $9.884 $1657 $8309 $3354 $3804
2000 32258 $14727 $12937 $9903 $1477 $8,625 $3247 $3880
2001 32911 $14715 $13091 $10137 $1584 $8,794 $3,168 $3.800
2002 33334 $14668 $15617 $10270 $1070 $8,746 $3536 $3997
2003 33,779 $14796 $16349 $10529 $896 $9,196 $3629 $4,793
2004 34187 $15189 $15000 $10399 $817 $9,600 $3,600 $4,799

Source: CRS analysis of the March income supplements to Current Population Survey. Data represent the civilian, noninstitutional population.
* Prior to theMarch 1976 survey, the CPS includedincomefrom pensonswith “otherincome” Incomeshawe beenadjustedto 2004 dollars basd in the Personal
Consunption Expenditure Index of the National Income and Product Accounts.
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Table A3. Mean and Median Annual Household Income in 2004 Dollars

All Househdds Houseéholder and SpauseUnder Age 65 Houselolder or Spouse & o Older* *
Number d Mean Median Number d Mean Median Number d Mean Median

Income Household Houséhdd Househdd Household  Househdd Housendd Household Housendd Housenad
year (thousads) Income Income (thousads) Income Income (thousads) Income Income
1969 63365 $40378 $35539 50667 $44386 $40278 12698 $22393 $14498
1970 64,648 40423 35461 51644 44986 40295 13005 22303 14641
1975 72867 40945 35200 57,715 45288 40317 15152 24406 16963
1980 82368 42847 36,639 64988 47239 41853 17380 26424 18425
1981 83527 43058 36,119 65,737 47268 41442 17,790 27501 19115
1982 83918 43476 36,045 65,771 47503 41,099 18,147 28878 20024
1983 85407 43540 35887 67,008 47605 41172 18399 28,733 20455
1984 86,789 45,700 37224 68,085 49,776 42096 18,704 30859 21689
1985 88458 46407 38,020 69319 50,742 43175 19138 30,707 21539
1986 89479 47,767 39,064 69903 52320 44488 19576 31509 22134
1987 91124 48567 39520 71102 53375 45600 20022 31490 22265
1988 923830 48918 39664 72515 53,726 45427 20315 31,760 22222
1989 93347 50,009 40523 72607 54851 46236 20,741 33061 22325
1990 94312 49053 40036 73251 53619 45476 21061 33173 22910
1991 95669 48,156 38,760 74268 52861 45065 21401 31827 22197
1992 96,391 47929 38308 75011 52614 44462 21380 31493 21872
1993 97262 48250 38,068 75823 52856 43913 21439 31961 22,104
1994 99,087 49,138 38664 77054 54013 44691 22033 32,088 22118
1995 99683 52870 40018 77546 58228 46027 22137 34101 22,780
1996 101081 54270 40518 78979 59847 46923 22102 34342 22810
1997 102584 56,289 41839 80234 61,763 47953 22350 36635 23918
1998 103991 58187 43590 81,600 63,745 50233 22391 37934 24810
1999 104,780 59446 44813 82201 65,064 51825 22579 38994 25592
2000 106509 61460 45302 83653 67,742 52,680 22856 38466 25570
2001 109387 61433 44484 85839 67812 52,004 23548 38178 25013
2002 111381 60,190 44119 87694 66435 51425 23687 37,068 24,725
2003 112015 60381 44150 87860 66378 51100 24154 38568 25031
2004 113155 60530 44214 88,842 66433 50466 24313 38963 25210

Source: CRS analysis of the March income supplements to Current Population Survey. Data represent the civilian, noninstitutional population.
* Neitherthehousholernor the housholder’s spouse weae 65 or otler.** Eitherthehousholderor houssholder’s spouse was 65 o older. Incomeshave been
adjiustedto 2004 dollars tasal in the Rersma Consunption Expenditure Index of the National Income and Product Accounts.
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