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Previous Literature: HRS, BHPS, PSID 
 

• Health Shocks -> Retirement 

– Disney, Emmerson and Wakefield (2006) 

– Hagan et al. (2009) 

– But French (2010) finds little effect 

• Retirement -> Health 

– Evans and Schneider (2006), (-) 

– Cai (2010): (+) women , (-) men 

 



Previous Literature, Cnt’d 

• Wealth -> Retirement 
– Stock / Housing Market Changes in 1990s  

 (Coronado and Perozek 2003; Ratcliffe and Smith 
 2010; Goldstein 2008) 

• No competing substitution effect (c.f. wages) 

• Collective gains society-wide 

– Inheritance receipt as wealth IV, Brown et al (2010)  
• Problematic given exclusion restriction violation (i.e. folks 

may need to take care of ailing parent, etc.) 

• Retirement -> Wealth 
– Lifecycle theory of savings 



Previous Literature, Cont’d 

• Health -> Wealth / Wealth -> Health 
– Meer, Miller and Rosen (2003) 

• Inheritance as IV 

– Monahan (2008) 

• Indian bus accidents 

 



Exogenous Health Shock: Monahan 
(2008) 





Our Approach 

• Panel Study of Income Dynamics 

– Covers Great Recession, 1999-2009 

– Wider age range than HRS analysis: Heads/Wives 40-
60 in first wave of analysis 

– Inverse hyperbolic sine transformation (IHS) for 
income and wealth allows for full distribution 

– Inheritance included in reduced form 

– Ordered logit allows reentries into labor market 

• Occurs in 2.7 percent of person-waves 

 

 



Our Approach Cont’d 

• Key Estimation Strategy: Distinguishing between 
Acute and Chronic Health Conditions: 
– Acute: stroke, heart attack, heart disease, lung disease, 

cancer 

– Chronic: asthma, arthritis, diabetes, high blood pressure, 
learning disabilities, memory loss, psychiatric disorders, 
“other”  

• Sensitivity Analysis: 
– All waves going back to 1984 

– Inclusion of all household members 

– Inclusion of primary home equity 

– Interactions with 2009 indicator variable 

– Separate analysis by gender / race 



Median Wealth Drops  
(including Home) 

Wave N Median N Median N Median

1989 659 -23,063 180 -11,613 462 -28,641

1994 716 -36,541 208 -14,171 488 -47,342

1999 677 -41,449 217 -26,486 448 -58,471

2001 779 -36,841 220 -19,139 542 -52,215

2003 825 -45,838 235 -27,165 564 -55,450

2005 738 -35,524 230 -19,650 483 -55,771

2007 790 -49,824 242 -23,331 531 -65,011

All 5,184 -37,488 1,532 -19,362 3,518 -50,510

Full Sample Black Families White Families



Median Wealth Drops (Financial) 

Wave N Median N Median N Median

1989 711 -14,834 201 -7,246 494 -20,196

1994 722 -23,439 210 -11,164 488 -29,153

1999 722 -33,140 224 -16,231 485 -46,108

2001 852 -28,872 225 -12,920 607 -41,970

2003 904 -35,784 246 -13,297 632 -50,048

2005 842 -30,496 237 -14,378 580 -39,249

2007 832 -33,161 255 -13,361 558 -50,763

All 5,585 -27,988 1,598 -12,398 3,844 -39,247

Full Sample Black Families White Families













Conclusions 

• Men demonstrate greater wealth elasticity of 
retirement than do women 

• Black men’s labor force participation particularly 
elastic to acute health shocks 
– Perhaps due to aspects of job such as physical 

requirements, benefits, leave policy, etc. 

• Retirement reduces white wealth 

• Retirement lowers black wealth only when combined 
with an acute health shock 

• Great Recession Impacted All Equally, net of other 
household factors—i.e. no interaction 

 

 



Thanks! 


