Retiring together, or not
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This is certainly evident in terms of its timing,

given the declining rate of labour force pat-
ticipation among older men between the 1970s and
mid-1990s and its reversal in more recent years
(Marshall and Ferrao 2007). Likewise, the process
appears to be changing, given phenomena such as
post-retitement employment (Schellenberg et al. 2006),
phased retirement and diverse pathways into retire-
ment (Nouroz and Stone 20006). Retitement is also
changing in the extent to which it is being navigated by
dual-earner couples.

R etirement continues to change in many ways.

Throughout much of the 20th century, older couples
faced only one retirement decision—the husband’s.
Women who had paid employment during their life
typically left the workforce at an early age to care
for children and work on an unpaid basis in the
home. However, with the dramatic rise and sus-
tained participation of women in the paid labour
force since the 1970s, retitement transitions of mar-
ried couples have been transformed. Increasingly,
couples must make two decisions rather than just
one and must balance the preferences and con-
straints of partners who both make substantial con-
tributions to household income.

This has added new complexities to retirement deci-
sions. Researchers generally agree that couples prefer
to retire together, in large part because retirement is
more enjoyable when it can be shared with a spouse
(Gustman and Steinmeier 2004, An et al. 2004, Moen
et al. 2001, Szinovacz and Davey 2005). However, the
opportunity to retire jointly’ may be constrained by
factors such as age differences, health conditions, pen-
sion eligibility, job loss and career aspirations.

The authors are with the Business and Labour Marfket Analysis
Division. Grant Schellenberg can be reached at 613-951-9580,
Yuri Ostrovsky can be reached at 613-951-4299 or both at
perspectives@statcan.ca.

To date, evidence on spousal retirement transitions in
Canada has been sparse. In the mid-1990s, about one-
third of couples retired within one year of each other
(Gower 1998). More recently, about half of couples
approaching retirement intended to retire at the same
time (Schellenberg et al. 2006). However, trends in the
actual retirement outcomes of spouses have yet to be
documented.

This article addresses several questions regarding
retirements in dual-earner couples: the extent to which
these spouses synchronize the timing of their retire-
ments; the factors associated with taking one or
another spousal pathway into retirement; and changes
in spousal patterns of retirement through the 1990s
(see Data sources and definitions).

With more wives employed, retirement
becomes more complex

Most Canadians approaching retirement are married,
which has changed little over the last 30 years. Between
1976 and 2006, the proportion of women aged 55 to
64 who were married or in a common-law relation-
ship remained just over 70% (Table 1), while men in
such relationships remained over 80%.° The most
noticeable changes in marital status have been the

Table 1 Marital status of persons aged 55 to 64

1976 1986 1996 2006

Men %
Married/common-law 85.
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Source: Statistics Canada, Labour Force Survey.
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Data sources and definitions

This study uses a 20% version of the Longitudinal
Administrative Database (LAD), which is derived from
taxation data. LAD files provide detailed information about
both individual and family income for those who filed
income tax forms between 1982 and 2005. The 20% sample
is randomly selected from all tax-fiing Canadians and, once
selected, individuals remain in the sample for as long as
they appear on the annual T1 Family File (T1FF). Census
families are formed from the personal data that filers pro-
vide on other family members. Filers are attached to their
spouses (legal or common-law) by social insurance number
or by matching age, sex, address and marital status.
Baseline labour force information comes from the monthly
Labour Force Survey, which covers the civilian, non-
institutionalized population in the 10 provinces.

Dual-earner couples approaching retirement are defined
by identifying those with a husband 55 to 69 years of age.
The sample is limited to couples in which both partners de-
rive their earnings primarily from paid employment rather
than self-employment and have average annual earnings
of $2,000 or more over at least three consecutive years
prior to the retirement of one or both.!

Retirement can be defined in various ways, depending in
part on the information available (Bowlby 2007). While the
LAD provides a great deal of income detail, it contains lim-
ited information on demographic and labour market char-
acteristics. Consequently, retired individuals are identified
on the basis of changes in their income characteristics over
time—more specifically, when their annual earnings decline
to less than 10% of their average during the three previ-
ous years and remain below that level over the next five
years. For example, an individual with annual earnings of
$75,000 over three years would be identified as retired if
annual earnings dropped below $7,500 and subsequently
remained below that amount. The definition allows for the
possibility that retirees might maintain some involvement
in paid employment and also recognizes that some peo-
ple might ‘come out of’ retirement.?

Using these criteria, the retirement patterns of dual-earner
couples in which at least one spouse retired in 1986, 1991,
1996 or 2001 were identified. For the 2001 retiring
cohort, for example, both spouses had earnings of $2,000
or more in 1998, 1999 and 2000 (i.e. they were a dual-
earner couple) and in 2001 the earnings of at least one
spouse fell below the 10% threshold. Retirees whose
spouse’s earnings fell below the 10% threshold in 2001 or
later were also identified.

increase in separated or divorced and the decline in
widowed. For individuals approaching retirement
without a spouse, this is usually the case due to
divorce or separation rather than widowhood or
never having married. (The retirement characteris-
tics of these individuals are outside the scope of
this article.)

The employment histories of women in these couples
have changed markedly. In 1976, almost one-half
of married women aged 55 to 64 were not in the
labour force after age 40 (Table 2). Over one-quarter
(27%) had never worked in a paid job and another
19% had last worked before 40. Given their limited
involvement in the paid labour force, these women
did not retire in the usual sense nor was their paid
employment a consideration in their husband’s re-
tirement decision.

In 20006 the situation was very different. Less than 4%
of married women aged 55 to 64 had never worked
and only 10% had last held a paid job before age 40.
Instead, the vast majority (77%) were either currently
employed (48%) or had held a paid job at age 50 or
older (29%). In short, most married women now
retire from paid employment and most married cou-
ples face the possibility of joint retirement.

Table 2 Employment history of married
individuals aged 55 to 64

1976 1986 1996 2006
Men %
Currently employed 76.4 65.9 56.6 65.1
Not currently employed
Last worked age 50 or older 18.5 26.9 34.4 26.4
Last worked age 40 to 49 1.6 2.2 3.7 3.8
Last worked before age 40 3.2 4.9 4.8 4.2
Never worked 0.3 0.1 0.6 0.5
Women
Currently employed 24.9 28.2 33.2 48.0
Not currently employed
Last worked age 50 or older 21.9 27.4 32.2 29.0
Last worked age 40 to 49 7.2 10.8 9.9 9.5
Last worked before age 40 18.7 22.3 15.6 10.0
Never worked 27.2 11.3 9.0 3.6

Source: Statistics Canada, Labour Force Survey.

Most wives retire after husbands

Among dual-earner couples in the 2001 retiring
cohort, 29% of the spouses retired within two years
of each other (Chart A). This includes couples in which
both retired in 2001 (14%) and those in which one
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Chart A Spousal retirement transitions of the

2001 cohort varied considerably

Husband 2 to 4
years later
11%

Wife 2 to 4
years later
15%

Husband 5
or more
years later
17%

Wife 5 or more
years later
28%

Second spouse
in same or
following year
29%

Source: Statistics Canada, Longitudinal Administrative Database.

spouse retired in 2001 and the other the following year
(15%).* The incidence of joint retitement generally falls
within a range of about 20% to 40% (Blau 1998, Hurd
1990, O’Rand and Farkas 2002, Johnson 2004, Gower
1998).° Furthermore, the tendency for joint retitement
is supported by the clustering of retirements within a
two-year period. But while a significant proportion of
couples retired jointly, the most prevalent pattern was
for women to retire after their husband. In 28% of
retiring couples, the husband retired in 2001 and the
wife had still not retited by 2005. In another 15% of
couples, the wife retired two to four years after the
husband. However, more than a quarter (28%) of
wives retired first. This includes 11% of couples in
which the wife retired in 2001 and the husband retired
two to four years later, and another 17% in which the
husband had not retired by 2005.

Some trends are evident (Chart B). Between 1986
and 2001, the proportion of dual-earner couples in
which both partners retired within two years of
each other declined by 2 percentage points. Fur-
thermore, the proportion of wives retiring two to
four years after their husband declined by just over
4 points, as did the proportion of husbands retir-
ing two to four years after their wife. This 11-point
decline in the middle of the distribution was offset by

increases at the ends. Between 1986 and 2001, the pro-
portion of wives retiring five or more years after their
husband increased by 7 points, while the proportion
of husbands retiring five or more years after their wife
increased by 4 percentage points. The same patterns
wete evident for the 1991 or 1996 retiring cohorts.
Overall, this suggests that spousal retirement is becom-
ing more disjointed.

Many factors influence spousal retirement

The probability of following one or another of these
pathways into retirement is likely influenced by many
factors, including age differences between spouses. To
assess the relative importance of various factors, a
multivariate model was constructed. The 1991, 1996
and 2001 retiring cohorts were pooled and a set of
characteristics was introduced to determine their rela-
tionship to the likelihood of retiring in one way or
another. The marginal effects of these characteristics
show how much the predicted probability of taking a
given spousal pathway into retirement changes when a
specific characteristic is changed by a small amount
(Table 3). For example, the model yields a predicted
probability of joint retirement of 35.1% (that is,
spouses retiring within two years of each other). A one-
year increase over the average age of husbands
increases the probability by 3.2 percentage points, with
other characteristics remaining constant. (Pension con-
tributions prior to retiring—an important variable—
were not available for the 1986 cohort, so multivariate
analysis was restricted to the 1991, 1996 and 2001
cohotts.)

The first three variables were the age of the husband,
the age difference between the spouses, and whether
the couple was legally married or in a common-
law relationship.

The likelihood of spouses retiring jointly is greater
among older than younger couples. A one-year increase
in the age of the husband decreases the likelihood that
cither spouse retires five or more years after the other
by about 2 percentage points, and increases the likeli-
hood of joint retirement by 3.2 points. Perhaps not
surprisingly, if a husband in a dual-earner couple is 65,
his or his wife’s retirement is likely to be accompanied
(or closely followed) by the othet’s retitement. In con-
trast, if the husband is 55, his or his wife’s retirement is
less likely to be accompanied by the othet’s retirement.
The other spouse is more likely to continue working.
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Chart B Spousal retirements becoming more disjointed
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Source: Statistics Canada, Longitudinal Administrative Database.

The age difference between
spouses also matters. A one-year
increase in the age difference re-
duces the predicted probability of
joint retitement by 2.1 percentage
points and increases the probabil-
ity of a wife retiring five or more
years after her husband by 3.7
points. In short, a wife who is
much younger than her husband is
more likely to continue working
after he retires than a wife who is
about the same age as or older than
her husband. The retirement
patterns of couples in common-
law relationships were not sig-
nificantly different from those
legally married.

Events en route to retirement may
also influence spousal transitions.
The loss of a job, for example, may
force one spouse into retirement
prematurely and reduce the pros-
pects for joint retirement. Expo-
sure to job loss was included in the
model using a yes/no variable
indicating if either spouse had
received Employment Insurance

(EI) benefits in the year prior to
retitement.® The receipt of EI
benefits was significantly associ-
ated with spousal retirement pat-
terns. Husbands and wives
receiving such benefits were far
more likely to retire before their
spouse than those who did not re-
ceive them. For example, the pre-
dicted probability of a wife retiring
five or more years after her hus-
band increased by 11.1 percentage
points if he received EI benefits
prior to retiring. Likewise, the pre-
dicted probability of a husband re-
tiring five or more years after his
wife increased by 8.1 points if she
received EI benefits prior to retir-
ing. One interpretation is that when
one spouse enters retitement via
unemployment, the other continues
working to shore up their financial
resources. Indeed, in families with
no working-age children, the earn-
ings of wives increased following
the layoff of their husband,
offsetting approximately 22% of
the husbands’ earnings losses
(Morissette and Ostrovsky 2008).

Interestingly, while a husband’s
receipt of EI benefits decreased the
likelihood of joint retirement, a
wife’s receipt of EI benefits in-
creased the likelihood. Itis not clear
why this is the case.

Financial characteristics were also
important. Average earnings of
husbands and wives prior to retire-
ment were correlated with spousal
retirement transitions. Specifically,
compared with those earning less
than $15,000, husbands and wives
earning $45,000 or more were sig-
nificantly less likely to continue
working five or more years after
their spouse’s retirement (de-
creases in predicted probabilities
of 4.9 and 3.7 percentage points
respectively). Conversely, hus-
bands and wives with incomes of
$45,000 or more were signifi-
cantly more likely to retire
jointly, with the predicted prob-
ability increasing by 5.7 and 4.4
points respectively.” This is con-
sistent with other studies
(O’Rand and Farkas 2002) that
found higher-income couples
more likely to retire together.

The wife’s contribution to a cou-
ple’s total earnings prior to retire-
ment was correlated with spousal
retirement patterns. Specifically, a
one percentage point increase in
the wife’s contribution to pre-
retitement earnings was associated
with a 0.2-point increase in the pre-
dicted probability that she would
retire five or more years after her
husband. One might speculate that
wives who contribute a larger share
of income shoulder greater respon-
sibility for the financial well-being
of the household and hence have
greater incentive to continue work-
ing. However, the LAD does not
provide information to test this
hypothesis.
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Table 3 Change in predicted probability of spousal retirement transitions

Wife first Husband first
Husband Husband Wife Wife
5 or more 2to4 Both spouses 2to4 5 or more
years later years later within 2 years years later years later
%
Predicted probability of outcome 121 12.7 35.1 17.4 22.7
Change associated with variation in:
Husband’s age -2.1 0s 3.2 0.7 -1.8
Age difference between spouses -0.9 -1.2 -2.1 0.5 3.7
Common-law status’ 0s 0s 0s 0s 0s
Husband with Employment Insurance? -6.8 -7.2 -5.3 8.3 111
Wife with Employment Insurance? 8.1 9.6 6.5 -9.0 -15.3
Husband’s earnings
$15,000 to $44,999° 0s 0s 0s 0s 0s
$45,000 or more? -4.9 0s 5.7 0s 0s
Wife’s earnings
$15,000 to $44,999° 0s 0s 0s 0s 0s
$45,000 or more?® 0s 0s 4.4 0s -3.7
Wife’s share of earnings -0.2 -0.1 0s 0s 0.2
Husband contributed to pension* -5.5 0s 0s 3.6 0s
Wife contributed to pension* -2.9 -2.4 -2.1 5.9 1.6
1996° 1.5 1.3 0s 0s 0s
2001° 4.1 -2.4 -4.4 -2.6 5.3

1. Compared with legally married couples.

2. Compared with those not receiving Employment Insurance.
3. Compared with those earning less than $15,000.

4. Compared with those not contributing to a pension.

5. Compared with 1991.

S

ource: Statistics Canada, Longitudinal Administrative Database, 1991, 1996 and 2001.

Furthermore, whether husbands and wives in dual-
earnet couples made pension contributions priot to
retitement was significantly correlated with retirement
transitions. Specifically, compared with wives not mak-
ing pension contributions, those who did so were sig-
nificantly more likely to continue working after their
husband’s retitement and significantly less likely to re-
tire first. For example, the predicted probability of a
wife retiring two to four, or five years after her hus-
band increased by 5.9 and 1.6 points respectively if
she contributed to a pension.

Finally, the results of the multivariate model showed
that, holding the characteristics discussed above con-
stant, the predicted probability of dual-earner spouses
retiring within two years of each other declined by 4.4
petcentage points between 1991 and 2001, and the
likelihood of retiring two to four years apart declined
by about 2.5 points. In contrast, the likelihood of a
wife retiring five or more years after her husband in-

creased by 5.3 points and the likelihood of a husband
retiring five or more years after his wife increased by
4.1 percentage points. This trend also held during the
latter half of the decade, as husbands and wives were
significantly more likely to retire five or more years
after their spouse in 2001 than in 1996.

Conclusion

As a result of the widespread entry and sustained par-
ticipation of women in the paid labour force, many
Canadians now approaching retirement are part of a
dual-earner couple. As such, the timing of their retire-
ment can be assessed not only in terms their age, but
also relative to the timing of their spouse’s retire-
ment. And just as the age of retirement has changed
considerably, so too has the sequencing of retire-
ment in dual-earner couples. Overall, evidence in-
dicates that the retirements of such couples became
increasingly disjointed through the 1990s.
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From a research standpoint, one implication of this
study is that identifying spousal retirement pattetns sim-
ply as wife first, husband first or joint may miss an
important part of the bigger picture. The growing dis-
jointedness of spousal retirement is attributable to the
declining proportions of husbands and wives retiting
two to four yeats after their spouse and the increas-
ing propottions retiring five or more years after. This
shift would be obscured using broad wife-first/hus-
band-first categories.

With the imminent retitement of the baby boom gen-
eration, much discussion focuses on how older work-
ers might be encouraged to stay on the job (OECD
2000), and retitement incentives and constraints
imposed by public programs, pension rules and
wotkplace policies (OECD 2005). Spousal factors atre
another consideration, as an increasing proportion of
older workers might take the plans and preferences of
their partner into account when making their own
retirement decisions. Such considerations could
have either a positive ot negative impact on labour
supply. With husbands generally two to three years
older than wives, a preference to retire jointly could
be realized with wives leaving the labour force a
few years eatlier than they would have left other-
wise, or with husbands working a few additional
years. However, the potential impact of spousal
considerations could be mitigated by the increas-
ingly independent manner in which spouses in dual-
earner couples appear to be retiring.

Perspectives

H Notes

1. Identifying whether self-employed individuals are
retired, based on changes in their net self-employment
incomes, could be problematic. For example, a self-
employed individual who is actively working may report
negative or zero net self-employment income resulting
from business losses or expenses. Hence, a year-over-year
decline in net self-employment income might not neces-
sarily signal labour force exit. Conversely, an individual
receiving net income from self-employment might no
longer be actively engaged in the workforce.

2. Two additional definitions of retitement wete used in
the eatly stages of analysis. Individuals were identified as
retited when their annual earnings declined to zero
following at least three consecutive yeats of $2,000 ot
more. Once identified as retired, earnings were not
tracked in subsequent years to determine if they became
positive again (i.c. the individual came out of retirement).

Individuals were also identified as retired when annual
earnings declined to less than 10% of their average during
the three years prior to retirement. This definition
allowed for the possibility of some limited involvement
in paid employment after their initial retirement. Once
individuals were identified as retired, their earnings were
not tracked in subsequent years. Trends in the timing of
spousal retirement based on these definitions were
comparable to those in the body of the article.

The Labour Force Survey does not provide information
on marital history so the proportion who had divorced
and remarried cannot be determined.

The precision of the estimate of relative timing of each
spouse’s retirement is limited by the annual earnings
data. If one spouse retires at the end of January, his or
her annual earnings for the year will likely fall below the
10% threshold and that spouse will be identified as a
retiree. If the other spouse retires at the end of March the
same year, his or her annual earnings will not likely fall
below the 10% threshold, until the following year.
Consequently, the spouses will be identified as having
retired in two consecutive years, when in fact the dates
were only two months apart.

Differences within this range are attributable to factors
such as different data sources, sample selection criteria,
age cohorts, reference periods and definitions of retire-
ment. Blau tracks the labour force exits of a sample of
persons born between 1906 and 1911 and estimates that
30% to 40% of spouses in dual-earner couples retired
within one year of each other. Hurd examines a slightly
younger cohort and estimates the incidence of joint
retitement at about 25%, while O’Rand and Farkas track
women in their 50s and early 60s from 1989 to 1997 and
estimate the incidence of joint retirement at 33% to 39%.
Johnson uses 1992 to 2002 and estimates the incidence
of joint retirement at 19%. In one of the few Canadian
studies, Gower estimates that about one-third of dual-
carner spouses leave the labour force within one year of
each other.

Individuals actively seeking employment are counted as
unemployed by the Labour Force Survey. This could
include older workers who come out of retirement or
who look for work after leaving a career job. Such
individuals may not have applied or qualified for
Employment Insurance benefits, so they would be
missed by the EI benefit variable. Consequently, the EI
benefit variable is likely a weak proxy for unemployment.
Furthermore, EI eligibility rules were tightened in the
carly 1990s so the receipt of benefits may be a better proxy
for job loss in 1996 and 2001 than it was in 1991.

Simple cross tabulations show that wives with earnings
of $45,000 or more are far more likely to retire five ot
more years after their husband than wives in lower
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earnings categories. However, this bivariate correlation
disappears when other characteristics, such as pension
coverage and receipt of EI benefits, are taken into
account.
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