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ABSTRACT 
This paper seeks to summarize the existing literature on 

racial and ethnic differences in retirement outcomes, 

starting with preretirement saving behavior and its effects 

on postretirement standards of living and happiness.

RACE/ETHNICITY, SAVING,  
AND POSTRETIREMENT OUTCOMES
BY STEPHEN WENDEL

INTRODUCTION

While significant research is needed in 
this area, we can use existing sources 
to start outlining the core dynamics at 
work. Namely, there are large and well-
documented gaps in preretirement 

savings and wealth among Black and Hispanic 
households, compared to White households.1 Those 
gaps are driven by a complex set of factors, including 
lower income among median Black and Hispanic 
households, which leads to lower rates of saving and 
significantly slower wealth accumulation. Lower 
preretirement wealth then directly translates into 

lower postretirement wealth: families that have wealth 
entering retirement tend to retain it, and those who 
do not tend to remain without retirement wealth. 
With lower wealth come lower postretirement income 
levels and lower standards of living. Lower wealth 
and income are also correlated with poor health and 
lower life expectancy in retirement; both lower wealth 
and lower income appear to translate, on average, to 
lower levels of happiness for the median Black and 
Hispanic household in retirement.This model of pre- 
and postretirement wealth is a gross approximation, 
and one that would benefit from further thoughtful 
data collection, nuanced theoretical development, 
and rigorous statistical modeling. It is, however, 
a starting point. When we look at postretirement 
financial choices, especially among racial and ethnic 
minorities, there appears to be so little literature that 
it is difficult to develop a gross approximation of what 
is occurring. Detailed data with sufficient sample size 
on postretirement choices is scarce, and research on it 
is an open frontier. Similarly, there appears to be very 
little research that considers practical, empirically 
grounded interventions to help close postretirement 
gaps in happiness and standards of living, beyond the 
excellent but narrow research documenting the impact 
of Social Security benefits. Again, there is much work to 
be done but at least we have a starting point—especially 
in preretirement analyses.

1. �Throughout this paper I use “Black household” as shorthand for a household headed by (or where the primary respondent is) a self-identified African American 
non-Hispanic person; I use “Hispanic household” for a household headed by (or where the primary respondent is) a self-identified Hispanic person; and I use 
“White household” for a household headed by (or where the primary respondent is) a self-identified European American person. This convention is imprecise, 
since it poorly handles mixed-background heads of household and/or primary respondents, and does not take into account the background of the non-head of 
household or non-primary respondent when present. It nevertheless reflects the sources that I draw on here, and those on which the researchers I cite had to 
rely on. I do not discuss other minority groups: in most of the existing literature, and the data sources they draw on, there is not a significant sample size for 
Asian American adults, for example. Finally, the term “head of household” comes from data sets such as the Panel Study of Income Dynamics (PSID), which have 
historically labeled (without consultation) the male partner in heterosexual two-adult partnered households, or the adult of any gender in single adult households, 
as the head of household. This term has recently changed to “primary respondent,” but the historical bias in the data, and thus the research built on it, remains.
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PRERETIREMENT WEALTH 
ACCUMULATION
Statistics on preretirement wealth by race and eth-
nicity are easy to find, and indeed a variety of recent 
reviews have well covered those statistics (e.g., Fran-
cis and Weller 2021; Wendel 2021). Rather than repeat 
those existing reviews, a few summary points can help 
ground the discussion. First, we can think of the exist-
ing research as covering three related, but distinct, 
questions:

1. �How much wealth do different racial and  
ethnic groups accumulate for retirement?

2. �At what rate do different racial and ethnic 
groups save or accumulate wealth?

3. �What are the potential causes of observed 
differences in wealth and in savings? 

RETIREMENT WEALTH
Francis and Weller (2021) provide perhaps the clear-
est recent summary of preretirement wealth by race. 
Using data from the 2019 Federal Reserve Board of 
Governors’ Survey of Consumer Finances, they offer 
the following statistics:

“The average retirement wealth for white near-retirees 
amounted to $593,047 from 2010 to 2019. In compar-
ison, it amounted to $262,786 for black near-retirees, 
$193,908 for Latino near-retirees, and $418,799 for 
near-retirees of other and multiple races and ethnic-
ities. The median amounts for those households that 
had any retirement wealth show similar gaps by race 
and ethnicity.  …While 76.0% of white households near 
retirement had any retirement wealth, only 54.9% of 
black households, 42.4% of Latino households, and 
62.1% of households of other or multiple races or eth-
nicities did. The data thus illustrate massive retire-
ment inequality near retirement by race and ethnicity.” 
(Francis and Weller 2021, 85) 

Their calculations of retirement wealth include the 
value of 401(k)s, individual retirement accounts (IRAs), 
and similar defined contribution vehicles, plus the 
imputed value of pensions.2 If we look more broadly at 
wealth accumulation by race and ethnicity, regardless 

of whether the assets are in retirement accounts, the 
disparities are even more pronounced: as of the 2019 
Panel Study of Income Dynamics (PSID), the median 
White household held eight times more in wealth than 
the median Black household, and seven times more 
than the median Hispanic household (Wendel 2021).

RETIREMENT SAVING
In terms of savings rates, there is ample documenta-
tion of differences in savings rates by race and ethnic-
ity within defined contribution retirement accounts. 
For example, researchers at Ariel Education Initiative 
and Aon Hewitt (2012) found that both Black and His-
panic households were less likely than White house-
holds to participate in a workplace retirement plan 
in 2010, and to have lower contributions rates when 
they did participate. In their study, 68 percent of Black 
households, 66 percent of Hispanic households, and 
79 percent of White employees with access to a plan 
participated, and the average contribution rate was 
5.6 percent, 5.9 percent, and 7.2 percent, respectively. 
Differences in contribution rates remained after con-
trolling for salary, tenure, and age. Rhee (2013) docu-
ments how a similar gap exists in access to workplace 
savings plans—both for defined contribution plans and 
for defined benefit plans.

People may use other assets for retirement above and 
beyond their defined contribution accounts, and infor-
mation on saving behavior in other assets is strict-
ly limited: the data that are required to conduct that 
analysis across asset classes from business to broker-
age accounts are extensive. A few researchers have 
conducted analyses, and their general finding is sim-
ilar to the finding for retirement savings. Gittleman 
and Wolff (2004) first estimated broad savings rates 
by race, and found that, from 1984 to 1994, the aver-
age savings rate of Black households was 3.9 percent 
(median 0.5 percent) and for White households was 7.6 
percent (median 3.6 percent). Wendel (2021) replicated 
and extended their analysis, and calculated a median 
all-asset savings rate among Black households of 0.6 
percent in 2019, compared to 6.7 percent for White 
households and 2.3 percent for Hispanic households. 
Lamas, Thompson, and Wendel (2021), building on the 
same PSID data from 2019, delved deeper into saving 
behavior among Hispanic households, documenting 

2. Their calculations do not appear to include the future value of Social Security benefits.
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disparities in participation, retirement account owner-
ship, and contribution rates.

CAUSES OF DISPARITIES
The proximate explanations for disparities in prere-
tirement wealth tend to focus on lower rates of saving, 
as mentioned above: lower access to retirement sav-
ings vehicles among Black and Hispanic households, 
combined with lower participation rates and lower 
contribution rates given access, all lead to lower effec-
tive savings rates among Black and Hispanic house-
holds. Researchers have examined other near-term 
financial causes, such as smaller inheritances among 
Black households (Avery and Rendall 2002), and low-
er investment allocations to equity with subsequently 
lower rates of returns (Ariel Education Initiative and 
Aon Hewitt 2012; Boshara, Emmons, and Noeth 2015).

These explanations for reduced retirement savings 
wealth are largely mathematical and unilluminating: 
if people save less and earn smaller returns over time, 
all else being equal, they will have less in retirement 
savings. Researchers have started to examine deeper 
situational, psychological, behavioral, and historical 
reasons that might underly these financial dispari-
ties, including commitments to support other family 

and community members (Francis and Weller 2022), 
income differences caused by education disparities 
and workplace discrimination (Darity et al. 2018), and 
differences in saving preferences (Choudhury 2002).

LIMITATIONS
What this research generally lacks is a careful analysis 
of the relative importance of each of these factors. Indi-
vidual papers generally examine one or a few factors, 
substantiate that they have an effect, and move on. 
Research reviews in the field similarly reference the 
range of potential factors, and how they might overlap 
or compound to create even greater disparities, but do 
not systematically analyze the overcounting inherent 
in multiple, independent measurements of the same 
phenomenon’s causes.

While no unified causal model has been agreed on in 
the field, we can reasonably posit the following relation-
ships between the various causes of racial and ethnic 
disparities in retirement wealth, building on a frame-
work first presented in Wendel (2021) (see figure 1).

Further work is needed on such dynamic models of 
accumulation; some of the most exciting work on pre-
retirement savings by Aliprantis and Carroll (2019), 

FIGURE 1. A Dynamic Model of Wealth Accumulation and Disparities by Race
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Berman, Ben-Jacob, and Shapira (2016), and others 
uses new dynamic models to better represent the 
complex interaction of factors over time. Preliminary 
research by Wendel (2021) and Lamas, Thompson, 
and Wendel (2021) demonstrate how these multifac-
eted and dynamic models can provide greater statis-
tical and conceptual clarity. For example, when these 
authors simultaneously analyze the effect of income, 
asset allocation, gifts and inheritances, and other fac-
tors, the racial differences in savings rates vanishes. 
Instead, it appears that the racial differences in income 
are the driving factor, and that savings rates (driven 
by income) drive wealth accumulation overall. Again, 
however, further work is needed in this area.

POSTRETIREMENT WEALTH AND 
STANDARDS OF LIVING
While not as extensive as the research on preretirement 
wealth, three lines of research can help us triangulate 
standards of living in retirement by race and ethnicity. 
In particular, researchers have directly estimated the 
gap in retirement, have provided broader lessons that 
can be applied to the racial wealth gap in retirement, 
and have forecast postretirement wealth based on pre-
retirement wealth.

MEASUREMENTS OF POSTRETIREMENT 
WEALTH
A few sources look specifically at postretirement wealth 
by race, including Johnson (2021) and Smith (1995). 
Johnson, in particular, provides direct measurements 
of the racial wealth gap in retirement, drawing on the 
2015 Health and Retirement Study (HRS). According to 
his research, he finds the following:

• �The median Black household over age 65 receives 
income (from Social Security, labor, pensions, and 
assets) that is 54 percent of the income received by 
the median White household; the median Hispanic 
household receives 43 percent of the median White 
household.

• �Black-headed households over age 65 are more 
than four times as likely to live in poverty, and 
Hispanic-headed households are five times as 
likely, as are White-headed households.

• �Total household wealth shows a larger disparity 
than income. In Johnson’s estimation, median 
Black household wealth in retirement stood at  
19 percent, and median Hispanic household at  
18 percent, of median White households, not 
including the imputed value of Social Security.3 

These estimates roughly align with the near-retire-
ment analyses of the HRS by other authors, such as 
Hou and Sanzenbacher (2020). Those authors find 
median Black household wealth to be roughly 14 per-
cent of the median White household’s wealth, and 
median Hispanic household wealth to be 20 percent. 
This gap appears to have continued for decades. Using 
HRS data 25 years earlier, Smith (1995, 168) finds, “For 
all practical purposes, the average middle-aged black 
or Hispanic household has no liquid assets at their dis-
posal” for participants in the HRS ages 50 or older. The 
racial wealth gap among older Americans was large, 
even then: Black households had 27 percent, and His-
panic households had 35 percent, of median White 
household wealth.

A key element of postretirement standard of living is 
Social Security. Social Security benefits are far more 
likely to be the primary means of income for Black and 
Hispanic households, as Dushi, Iams, and Trenkamp 
(2017) document using the 2015 Current Population 
Survey: 32.5 percent of African Americans and 31.2 
percent of Hispanic Americans over age 65 relied on 
Social Security for 90 percent or more of their income, 
compared to 24.1 percent of European Americans.

A variety of researchers have also noted the likely 
distributional effects of Social Security on retirement 
wealth, both to decrease inequality across income 
bands (e.g., Devlin-Foltz, Henriques, and Sabelhaus 
2012) and across racial and ethnic groups in retirement 
(e.g., Bridges and Choudhury 2009; Hou and Sanzen-
bacher 2020; Smith 1995).4 In the Hou and Sanzen-
bacher (2020) analysis, median wealth ratios increase 

3. �Caution should be taken with these statistics, however: they are not directly comparable to preretirement wealth calculations because of nonstandard assumptions 
and the approach used in the analysis.

4. �Bridges and Choudhury (2009), however, note that Social Security has two contrasting effects on retirement income distribution: income replacement rates are 
higher for Black and Hispanic households, but total payouts are higher for White households, due to both higher preretirement income and longer life expectancy 
in retirement.



ProtectedIncome.org  |  5

from 14 percent (Black-White) and 20 percent (Hispan-
ic-White), to 46 percent and 49 percent, respectively, 
after the imputed value of Social Security is taken into 
account. Like Hou and Sanzenbacher (2020), Smith 
(1995) found that the gap diminished, but remained, 
after the value of Social Security was accounted for, 
at 46 percent and 43 percent of median White house-
hold wealth, respectively. The impact of Social Security 
benefits on the racial wealth and income gap in retire-
ment are complex, however, as Hendley and Bilimoria 
examined in their 1999 report: certain features dispro-
portionately benefit Black and Hispanic households 
(progressive benefits schedules), while others arguably 
disproportionately benefit White households (total 
benefits based on the duration of one’s life).

BROADER LESSONS TO APPLY
A second approach to understanding postretirement 
wealth is to draw inferences from analyses across the 
entire population that are not race-specific. Specifi-
cally, Poterba, Venti, and Wise (2018) find that end-of-
life wealth is strongly predicted by start-of-retirement 
wealth. Those who had little at the start of retirement 
had little at the end. They, and others (e.g., Banerjee 
2018; Haider et al. 2000), find that decumulation is not 
the norm during retirement—families with start-of-re-
tirement wealth often do not systematically draw it 
down, and those who had little start-of-retirement 
wealth have little that they could draw down (e.g., Por-
terba, Venti, and Wise 2017, 2018). This appears to be 
the predominant finding among empirical researchers 
in the field, though it is worth noting that at least one 
recent paper seeks to temper that assessment (VanDer-
hei 2021).5 

While this body of work does not directly comment on 
racial and ethnic differences, we know from the prior 
section that preretirement wealth is significantly lower 
for Black and Hispanic households than it is for White 
households. We can reasonably expect postretirement 
patterns of decumulation (and their lack) to apply here 
as well: lower preretirement wealth among Black and 

Hispanic households would translate into similarly 
lower postretirement wealth throughout retirement.

FORECASTS AND SIMULATIONS OF 
POSTRETIREMENT WEALTH
Another approach we can use to examine postre-
tirement wealth and standards of living is to look at 
projected replacement rates in retirement—in other 
words, the expected standards of living. For example, 
Munnell, Hou, and Sanzenbacher (2018) project that 
a significantly larger proportion of Black and Hispan-
ic households are at risk of being unable to maintain 
their standard of living in retirement. The research-
ers find that, from 2007 to 2016, 6 to 11 percent more 
Black households, and 9 to 20 percent more Hispanic 
households (depending on the year), have been at risk 
of retirement inadequacy.6 Similarly, preliminary anal-
yses at the Employee Benefits Research Institute (2021, 
6) using their Retirement Security Projection Model 
(RPSM) find significant projected gaps: “For house-
holds age 35–39 …the RSPM predicts that in the cur-
rent system, 34 percent of White households will run 
short of money in retirement, with an estimated defi-
cit of $40,500 in today’s dollars. However, 48 percent of 
Black and Hispanic households in this age cohort are  
projected to run short of money …their average esti-
mated retirement savings shortfalls are estimated to  
be higher too: $57,000 and $55,000, respectively.” There 
is an active debate in the field on how to calculate the 
absolute dollar amount a household needs in retire-
ment (e.g., Blanchett 2013; Kotlikoff 2018). However, 
this debate should not distract us from the relative  
comparisons that Munnell, Hou, and Sanzenbacher 
(2018), the Employee Benefits Research Institute (2021), 
and others make between racial and ethnic groups— 
comparisons that should hold regardless of which 
approach is used to calculate retirement sufficiency.7 
In these relative comparisons, the picture is consis-
tent—Black and Hispanic households are far more like-
ly than White households to risk having insufficient 
funds in retirement.

5. �However, this new research examines an importantly different issue: expense patterns and whether people could spend more in retirement and not run out. 
This approach, like those used in most papers that examine retirement sufficiency, requires a significant assumption: they assume that the ideal expenditure for 
individuals (without constraints) is precisely what it has been historically for individuals (with budget constraints).

6. �Subjective, self-reported projections of retirement preparedness also show such gaps (White et al. 2022).

7. As long as Social Security benefits are incorporated; as noted above, it has a significant equalizing effect, though gaps remain even with Social Security.
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LIMITATIONS
There are two main challenges with the existing litera-
ture on postretirement wealth and standards of living 
by race and ethnicity. The first is a lack of direct empir-
ical measurement—a few researchers such as Johnson 
(2021) have conducted their own analyses of the HRS by 
race and ethnicity, but such work is relatively uncom-
mon and suffers from a limited sample size.

The second limitation is more fundamental: there is no 
consensus in the field on what the target standard of liv-
ing should be in retirement. As noted above, one can 
reasonably make broad statements using the existing 
literature, such as, “Regardless of what standard we use, 
clearly Black and Hispanic households are less likely 
to meet it.” These broad statements do not resolve the 
underlying conceptual unclarity, however. Researchers 
too often assume (explicitly or as a consequence of their 
methodology and data sources) that the desirable stan-
dard of living in retirement is measured by how much 
prior retirees have spent; that approach underlies much 
of the work on income replacement ratios. The prob-
lem with this approach is that retirees, like anyone else, 
adapt to their circumstances: they spend at or near what 
they have available. Thus, such estimates of postretire-
ment sufficiency and standards of living are actually 
estimates of deviations from the status quo, not an inde-
pendent assessment of appropriate standards of living 
in retirement, and whether or not they are being met.

Practically speaking, this makes it difficult for researchers 
and policymakers to be clear and precise about the con-
sequences of postretirement wealth disparities by race. 
We can clearly state that Black and Hispanic households 
have (or are projected to have) less money in retirement. 
We have difficulty translating that financial disparity into 
an understanding of the real human cost that families 
face, and into appropriate policy responses. It may be 
that there are impactful, cost-effective ways to improve 
the lived experience of Black and Hispanic households 
in retirement—such as removing anxiety around run-
ning out of money with certain financial products—that 
do not require a complete reversal of the preretirement 
wealth inequality that our country struggles with. How-
ever, it is difficult to have that conversation when there is 
neither agreement nor a common language around ideal 
standards of living in retirement.

One approach to solving this problem would be leave the 
financial domain altogether and examine self-reported 
happiness in retirement.

POSTRETIREMENT HAPPINESS
An extensive body of literature examines subjective 
well-being: a person’s cognitive and emotional evalu-
ation of their lives (e.g., Diener 2000). As with savings 
rates, the literature on postretirement happiness lit-
erature finds that the relationship between subjective 
well-being and race is complicated. The average subjec-
tive well-being among Black households is clearly lower 
than that of White households (e.g., Barger, Donoho, 
and Wayment 2009; George 2010), and the difference 
persists but may shrink with age (Yang 2008). Howev-
er, the difference appears to disappear after controlling 
for other factors such as health and social support; it 
may even turn positive for Black households (Tang et 
al. 2019). Earlier work also found that race has no clear 
independent relationship with subjective well-being 
(Larson 1978), and specifically that the effect of race is 
mediated through health status (McKenzie and Camp-
bell 1987).

Similarly, research on race and happiness across all 
age groups finds that Black and Hispanic Americans 
report lower life satisfaction than White Americans 
(e.g., Hughes and Thomas 1998). Yet, those differenc-
es often dissipate when health, socioeconomic status, 
and social interactions are controlled for (Barger, Dono-
ho, and Wayment 2009). Another way to describe these 
results is this: subjective well-being is often found to be 
related to health, marital status, social interaction, and 
socioeconomic status (Barger, Donoho, and Wayment 
2009; Larson 1978). Those factors are, in turn, negative-
ly correlated with race: Black Americans tend to be less 
healthy and to have lower incomes, for instance.

The specific role of income and wealth in happiness is 
less clear. There is a longstanding debate on the over-
all effects of income on happiness—at any age, and 
within any racial or ethnic group. The broad finding is 
that, at any given point in time, there is a strong rela-
tionship between income and self-reported happiness—
both across countries (Stevenson and Wolfers 2008) 
and within countries (Easterlin 1974; Stevenson and 
Wolfers 2013). Most of the research on the economics 
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of happiness research focuses on income; the limited 
work available shows that wealth is similarly important 
(Headey and Wooden 2004). Despite this broad agree-
ment, there is a heated debate spanning decades about 
the effect of changes in income and happiness, referred 
to as the Easterlin Paradox.8 This debate should warn 
researchers and policymakers about the inherent com-
plexity of trying to address the happiness gap in retire-
ment between racial and ethnic groups. Increasing 
postretirement income and wealth might not have a 
clear effect on happiness. For example, when we look at 
a recent negative change, Fichtner (2019) finds that debt-
to-asset levels have generally increased among near-re-
tirees between 1992 and 2016. However, he finds no 
correlation between debt and self-reported retirement 
satisfaction at any given point in time, and little appar-
ent relationship between aggregate changes in debt and 
retirement satisfaction.

While current levels of income (and wealth) are cor-
related with happiness, they do not appear to be cleanly 
causal. Instead, happiness has complex determinants, 
ranging from genetics (a predisposition to depression) 
to health (itself correlated with income and wealth) to 
relative wealth (financial comparison between people). 
Lower preretirement wealth among Black and Hispanic 
households translates directly into lower levels of post-
retirement wealth and indirectly into lower postretire-
ment subjective well-being. But, as with savings rates 
and standards of living, the causal pathways by which 
this occurs, and viable solutions to these issues, need 
significant development.

Existing analyses of happiness and (pre- or postretire-
ment) wealth are primarily observational: they are based 
on observing existing relationships and broad changes 
over time. Separately, a body of literature has looked 
at experimental changes to happiness; in other words, 
researchers have looked at systematically changing peo-
ple’s (perceived) wealth or use of that wealth. What they 
have found is encouraging. In short, people can learn 

to use the money that they have more effectively to 
support happiness (e.g., Dunn and Norton 2013). While 
happiness has complex determinants, at least one fac-
tor—the psychological impacts of how people use their 
resources—appears to be mutable.

POSTRETIREMENT FINANCIAL CHOICES
To understand how race/ethnicity, wealth, and post-
retirement financial choices intersect, we should first 
look to the use of Social Security benefits. In particu-
lar, we can examine three main sources of information. 
First, we can look at how Social Security benefits affect 
the postretirement racial wealth gap; we also covered 
that topic above. Second, we can look at the choices 
that different ethnic and racial groups make around 
Social Security, especially at when they first claim ben-
efits. Third, we can draw from the broader literature on 
Social Security, and at the design of Social Security ben-
efits by race and the incentives that design generates.

With respect to claiming choices, we can examine both 
optimal and actual claiming behavior. Researchers use 
a range of approaches to analyze optimal behavior, 
from simplistic break-even calculators (e.g., Lake 2022; 
Moraif 2021), to optimizing the expected present value 
of benefits, to a nuanced analysis of the risks facing a 
family, their individual preferences, and their person-
al liquidity constraints—using an implicit or explicit 
expected value framework (e.g., Fichtner et al. 2020).9 

Sanzenbacher and Ramos-Mercado (2016) analyze opti-
mal claiming ages (in terms of the expected value of 
benefits) by race, gender, and education, and find com-
plicated effects:

• �“�Non-Hispanic men, both black and white, who 
do not hold a college degree maximize their EPV 
[earnings power value] of benefits by claiming 
before the full retirement age.  

8. �There are multiple versions and interpretations of the Easterlin Paradox. The easiest one to refute, and one that Easterlin himself says was never his intention 
(Easterlin and O’Conner 2020), is that income and happiness are not related; this version is a misinterpretation of the original Easterlin Paradox. Similarly, there 
is another misinterpretation known as the Modified Easterlin Paradox that states that income and happiness are not related past a certain point. In both cases 
there is strong empirical evidence that happiness and income are strongly related, at any point in time, among people both within countries and across countries. 
The paradox that Easterlin pointed out in 1974 is that changes in aggregate income do not follow the same pattern: the world has not gotten happier over the 
centuries as income has increased. Instead, he argued that happiness is a relative phenomenon, and that a general rise in income has no effect. For policymakers 
interested in racial disparities in retirement, this means that partial moves to equalize retirement income would likely have much less effect than anticipated. 
Relative comparisons would rescale the remaining inequality. It is a psychological and distributional problem.

9. �In Fichtner et al. (2020), the authors also discuss the challenges with a common break-even analysis, and how it can distort participant behavior and trigger 
cognitive biases.



ProtectedIncome.org  |  8

• �“�White men with a college degree and white 
women with at least a high school degree 
maximize the EPV of their benefits when claiming 
after their FRAs [forward rate agreements].   

• �“�More educated workers have more incentive  
to delay claiming than less educated workers,  
and non-blacks have more incentive to do so  
than blacks.” (3)

Research on actual claiming behavior among different 
racial and ethnic groups appears to be quite limited.  
The Social Security Administration (SSA) stopped pro-
viding race data about the Old Age, Survivors, and 
Disability Insurance program after 2009 due to data 
quality issues, but researchers such as Martin and Mur-
phy (2014) have sought to supplement SSA data with the 
American Community Survey and other sources. They 
find that Black Social Security beneficiaries tend to be 
younger, though this appears to be because of higher 
rates of preretirement disability and of children receiv-
ing survivorship benefits. It might be possible to esti-
mate the percent of eligible individuals ages 62 or over 
who were claiming eligibility from the SSA’s Annual 
Data Supplement,10 prior to 2009, but no such analyses 
were found for this review.

EXTENDING BROAD, NONRACIAL 
ANALYSES OF SOCIAL SECURITY
While there is a limited body of work specifically on 
Social Security claiming by race and ethnicity, we can 
draw on the broader literature on Social Security claim-
ing both to make reasonable inferences and to estab-
lish an agenda for future research. In particular, a host 
of research studies have looked at the effects of social 
design plan design on both incentives to claim and actu-
al claiming behavior; Brown et al. (2020) provide a sum-
mary of one such body of work. In addition, researchers 
have examined the role of health (poorer health leads 
to earlier claiming), life expectancy (expected longevi-
ty leads to later claiming, e.g., Shu and Payne [2013]), 
accumulated non–Social Security wealth (more wealth 
delays claiming).

For example, one of the important aspects of Social 
Security benefit for older Americans especially is 
that marital status allows partners to receive benefits 
through their spouse. However, marriage rates differ 
strongly by race: marriage rates among African Amer-
icans are significantly lower. That leaves older African 

FIGURE 2. A Rough Model of the Indirect Influence of Race on Social Security Claiming and Lifetime Benefits

Note: SS = Social Security.

10. �For example, see SSA (2008, table 5.A1) and SSA (2009, table 5.A1.1, “Number and average monthly benefit for retired workers, by sex, age, and race”) in at least 
the 2008 and 2009 data.
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American women, especially, less likely to qualify for 
Social Security benefits through spousal or widow ben-
efits. As of their 2005 research, Meyer, Wolf, and Himes 
(2005) found that 64 percent of women age 62 or older 
received spousal or widow benefits instead of benefits 
from their own, often smaller, earnings. As the authors 
highlight, “This makes marital status more important 
than employment status in shaping old-age financial 
security for many older women” (145).

We can use this general knowledge about Social Secu-
rity claiming to extend the dynamic model of prere-
tirement wealth accumulation presented in figure 1. In 
particular, we can posit likely causal pathways between 
race and Social Security claiming behavior (see figure 
2). These relationships are speculative, in that the non-
racial links are well established but their role in medi-
ating racial differences has not been properly studied. 
Nevertheless, they can provide a starting point for fur-
ther work.

OTHER LIFETIME INCOME OPTIONS
There appears to be very little work on racial differenc-
es on the choice to purchase and use lifetime income 
products—if for no other reason than because of a lack 
of available data. Government sources such as the PSID 
do include the use of annuities, but the small number 
of minority households in retirement (or even before 
retirement) with annuities in the PSID and other such 
sources appears to have limited their use for rigorous 
analyses. A recent Retirement Income Institute litera-
ture review by Liu (2020) found two papers that touch 
on the topic (Brown 2001; Hurd and Panis 2006), with 
no race-based effects in the first paper11 and potential 
differences in pension cash-out behavior in the second.

There is a small body of work analyzing what would be 
the optimal use of lifetime income products by different 
racial and ethnic groups. For example, Wettstein et al. 
(2021) find, “Annuitization is more valuable for Blacks 
than for whites …[and] the wealth equivalence of the 
annuity is worse for whites” (17). Their analysis does 
not help us understand whether the differences in the 
relative value of annuities translate into differences in 
purchase and usage, however.

Given the limited insight the current literature can pro-
vide, significant new work could be conducted in this 
area. This work would first require an appropriate data 
set, such as a large enough survey with demographic 
information, household finances, and use of lifetime 
income products. Even this data set would allow us to 
understand only current patterns, though, and would 
shed little light on the circumstances under which cur-
rent patterns might change. For that, the most feasible 
would likely be experimental: to create a panel of Amer-
icans with an oversample of minorities, measure their 
current situation and behavior, and test various scenar-
ios, building on prior experiment analyses of lifetime 
income (e.g., Agnew et al. 2008; Brown et al. 2008).

LOOKING FORWARD
While the evidence is limited, a simple high-level pic-
ture appears to emerge about the status quo: racial and 
ethnic differences in income drive differences in savings 
rates and subsequent wealth accumulation, preretire-
ment wealth continues postretirement, postretirement 
wealth is correlated with standards of living and life-sat-
isfaction. This picture is incomplete, however, and our 
understanding is especially limited in terms of postre-
tirement financial choices and outcomes. One of the 
paths forward should take us toward further empirical 
research in this important area.

In the face of these pre- and postretirement disparities, 
we can hope that another path forward entails working 
to address these disparities. The limited research avail-
able to us warns of likely challenges on that path. If the 
emerging high-level picture described above holds true, 
then postretirement outcomes by race and ethnicity are 
deeply linked to preretirement inequality, and especial-
ly to inequality of income. These are not easy problems 
to solve; while policy tools exist to address them, we 
should be prepared for a long and difficult process.

Interestingly, we also see hints of other opportunities 
in the literature. For example, there appear to be many 
factors involved with subjective well-being and the lived 
experience of retirement that are not directly correlated 
with income and wealth: a mix of psychological, genet-
ic, and behavioral factors interweave to drive people’s 

11. �Brown (2001) uses 1992 data from the HRS, with 869 observations—the lack of statistical significance could easily be because the sample size was too small to 
detect a relationship, or there was none to be found.
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experiences. There may be opportunities for new prod-
ucts and services to alleviate some of the psychological 
stresses of postretirement finances in the near term, 
despite the existing distribution of income and assets, 
even as a we, as a society, work toward greater equity 
overall. As we have seen with the experimental litera-
ture on happiness and money (e.g., Dunn and Norton 
2013), even with a consistent financial constraint, one’s 
life experience with that constraint is not necessari-
ly fixed. Such approaches would not address the fun-
damental differences of income and wealth, but they 
might provide benefits to their users nevertheless.

AUTHOR
Dr. Wendel is an applied behavioral scientist 
who helps organizations understand and apply 
behavioral science. He currently serves as a Vice 
President at the Busara Center for Behavioral 
Economics, where he is responsible for technical 
excellence and growing Busara’s presence in new 
domains. He previously founded and led the teams 
at Morningstar and HelloWallet, developing and 
field-testing hundreds of interventions.  Stephen 
has authored three books on applied behavioral 
science and founded the non-profit Action Design 
Network, educating the public across fifteen cities 
on how to apply behavioral insights. 

AUTHOR
Dr. Wendel is an applied behavioral scientist 
who helps organizations understand and apply 
behavioral science. He currently serves as a Vice 
President at the Busara Center for Behavioral 
Economics, where he is responsible for technical 
excellence and growing Busara’s presence in new 
domains. He previously founded and led the teams 
at Morningstar and HelloWallet, developing and 
field-testing hundreds of interventions.  Stephen 
has authored three books on applied behavioral 
science and founded the non-profit Action Design 
Network, educating the public across fifteen cities 
on how to apply behavioral insights. 

WORKS CITED 
Agnew, Julie R., Lisa R. Anderson, Jeffrey R. Gerlach, and Lisa R. Szykman. 2008. “Who Chooses Annuities? An Experimental Investigation of the Role of Gender, 
Framing, and Defaults.” American Economic Review 98 (2): 418–22. https://doi.org/10.1257/aer.98.2.418

Aliprantis, Dionissi, and Daniel R. Carroll. 2019. “What Is Behind the Persistence of the Racial Wealth Gap?” Economic Commentary 2019–03 (February).  
https://doi.org/10.26509/frbc-ec-201903

Ariel Education Initiative and Aon Hewitt. 2012. 401(k) Plans in Living Color: A Study of 401(k) Savings Disparities across Racial and Ethnic Groups. The Ariel/Aon Hewitt 
Study 2012. Washington, DC: Ariel Education Initiative and Aon Hewitt. https://www.arielinvestments.com/images/stories/PDF/ariel-aonhewitt-2012.pdf

Avery, Robert B., and Michael S. Rendall. 2002. “Lifetime Inheritances of Three Generations of Whites and Blacks.” American Journal of Sociology 107 (5): 1300–46. 
https://doi.org/10.1086/344840

Banerjee, Sudipto. 2018. “Asset Decumulation or Asset Preservation? What Guides Retirement Spending?” Issue Brief, Employee Benefit Research Institute, 
Washington, DC. https://www.ebri.org/content/asset-decumulation-or-asset-preservation-what-guides-retirement-spending

Barger, Steven D., Carrie J. Donoho, and Heidi A. Wayment. 2009. “The Relative Contributions of Race/Ethnicity, Socioeconomic Status, Health, and Social 
Relationships to Life Satisfaction in the United States.” Quality of Life Research 18 (2): 179–89. https://doi.org/10.1007/s11136-008-9426-2

Berman, Yonatan, Eshel Ben-Jacob, and Yoash Shapira. 2016. “The Dynamics of Wealth Inequality and the Effect of Income Distribution.” PLOS ONE 11 (4): e0154196. 
https://journals.plos.org/plosone/article?id=10.1371/journal.pone.0154196

Blanchett, David. 2013. “Estimating the True Cost of Retirement.” Whitepaper, Morningstar.com, November 5, 2013.  
https://www.morningstar.com/content/dam/marketing/shared/research/foundational/677785-EstimatingTrueCostRetirement.pdf

Boshara, Ray, William R. Emmons, and Bryan J. Noeth. 2015. “The Demographics of Wealth: How Age, Education and Race Separate Thrivers from Strugglers in 
Today’s Economy. Essay No. 1: Race, Ethnicity and Wealth.” Demographics of Wealth 1 (1): 1–24. https://ideas.repec.org/a/fip/fedldw/00002.html

Bridges, Benjamin, and Sharmila Choudhury. 2009. “Examining Social Security Benefits as a Retirement Resource for Near-Retirees, by Race and Ethnicity, Nativity, 
and Disability Status.” Social Security Bulletin 69: 19. https://pubmed.ncbi.nlm.nih.gov/19579529/

Brown, Jeffrey R. 2001. “Private Pensions, Mortality Risk, and the Decision to Annuitize.” Journal of Public Economics 82 (1): 29–62.  
https://doi.org/10.1016/S0047-2727(00)00152-3



ProtectedIncome.org  |  11

Brown, Jeffrey, James Choi, Courtney Coile, and Richard Woodbury. 2020. “Social Security and Financial Security at Older Ages.” Social Security Bulletin 80 (1): 31. 
https://www.ssa.gov/policy/docs/ssb/v80n1/v80n1p31.html

Brown, Jeffrey R., Jeffrey R. Kling, Sendhil Mullainathan, and Marian V. Wrobel. 2008. “Why Don’t People Insure Late-Life Consumption? A Framing Explanation of 
the Under-Annuitization Puzzle.” American Economic Review 98 (2): 304–9. https://doi.org/10.1257/aer.98.2.304

Choudhury, Sharmila. 2002. “Racial and Ethnic Differences in Wealth and Asset Choices.” Social Security Bulletin 64 (4).  
https://www.ssa.gov/policy/docs/ssb/v64n4/v64n4p1.html

Darity, William Jr., Darrick Hamilton, Mark Paul, Alan Aja, Anne Price, Antonio Moore, and Caterina Chiopris. 2018. “What We Get Wrong about Closing the Racial 
Wealth Gap.” Samuel DuBois Cook Center on Social Equity and Insight Center for Community Economic Development at Duke University, Durham, NC.  
https://socialequity.duke.edu/portfolio-item/what-we-get-wrong-about-closing-the-racial-wealth-gap/

Devlin-Foltz, Sebastian, Alice M. Henriques, and John E. Sabelhaus. 2016. “The Role of Social Security in Overall Retirement Resources: A Distributional 
Perspective.” Federal Reserve Board of Governors, Washington, DC. FEDS Notes 2016 (1812).  
https://www.federalreserve.gov/econresdata/notes/feds-notes/2016/role-of-social-security-in-overall-retirement-resources-a-distributional-perspective-20160729.html

Diener, Ed. 2000. “Subjective Well-Being: The Science of Happiness and a Proposal for a National Index.” American Psychologist 55 (1): 34–43.  
https://doi.org/10.1037/0003-066X.55.1.34

Dunn, Elizabeth, and Michael Norton. 2013. Happy Money: The Science of Happier Spending. New York: Simon & Schuster.  
https://www.simonandschuster.com/books/Happy-Money/Elizabeth-Dunn/9781451665079

Dushi, Irena, Howard M. Iams, and Brad Trenkamp. 2017. “The Importance of Social Security Benefits to the Income of the Aged Population.”  
Social Security Bulletin 77: 1. https://www.ssa.gov/policy/docs/ssb/v77n2/v77n2p1.html

Easterlin, Richard A. 1974. “Does Economic Growth Improve the Human Lot? Some Empirical Evidence.” In Nations and Households in Economic Growth, 89–125. 
Amsterdam: Elsevier. https://www.sciencedirect.com/science/article/pii/B9780122050503500087

Easterlin, Richard A., and Kelsey O’Connor. 2020. “The Easterlin Paradox.” SSRN Scholarly Paper 3743147, Rochester, NY.  
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3743147

Employee Benefits Research Institute (EBRI). 2021. “Employee Benefit Research Institute Statement on Gaps in Retirement Savings Based on Race, Ethnicity  
and Gender.” Testimony to the DOL ERISA Advisory Council. EBRI Testimony, EBRI, Washington, DC.  
https://www.ebri.org/docs/default-source/testimony/t-185.pdf?sfvrsn=fa363b2f_6

Fichtner, Jason. 2019. “Household Debt and Financial Well-Being in Retirement.” Working Paper WI19-10, Center for Financial Security, University of  
Wisconsin-Madison, Madison. https://cfsrdrc.wisc.edu/publications/working-paper/wi19-10

Fichtner, Jason, Shai Akabas, Gary Koenig, and Nicko Gladstone. 2020. How to Help Americans Claim Social Security at the Right Age. Research Report.  
Washington, DC: Bipartisan Policy Center. https://bipartisanpolicy.org/download/?file=/wp-content/uploads/2020/08/BPC-Economy-Brief-SS-Claiming.pdf

Francis, Dania V., and Christian E. Weller. 2021. “Retirement Inequality by Race and Ethnicity.” Public Policy & Aging Report 31 (3): 83–88.  
https://doi.org/10.1093/ppar/prab009

Francis, Dania V., and Christian E. Weller. 2022. “Interfamily Financial Dependence and Retirement Savings.” Journal of Retirement 9 (4): 73–90.  
https://doi.org/10.3905/jor.2022.1.109

George, Linda K. 2010. “Still Happy after All These Years: Research Frontiers on Subjective Well-Being in Later Life.” Journals of Gerontology 65B (3): 331–39.  
https://doi.org/10.1093/geronb/gbq006

Gittleman, Maury, and Edward N. Wolff. 2004. “Racial Differences in Patterns of Wealth Accumulation.” Journal of Human Resources 39 (1): 193–227.  
https://doi.org/10.2307/3559010

Haider, Steven, Michael Hurd, Elaine Reardon, Stephanie Williamson, and Sara Rix. 2000. “Patterns of Dissaving in Retirement.” Working Paper 2000-10, AARP, 
Washington, DC. https://assets.aarp.org/rgcenter/econ/2000_10_dissaving.pdf

Headey, Bruce, and Mark Wooden. 2004. “The Effects of Wealth and Income on Subjective Well-Being and Ill-Being.” Economic Record 80 (s1): S24–33.  
https://onlinelibrary.wiley.com/doi/10.1111/j.1475-4932.2004.00181.x

Hendley, Alexa A., and Natasha F. Bilimoria. 1999. “Minorities and Social Security: An Analysis of Ethnic Differences in the Current Program.”  
Social Security Bulletin 62: 59–64. https://www.ssa.gov/policy/docs/ssb/v62n2/v62n2p59.pdf



ProtectedIncome.org  |  12

Hou, Wenliang, and Geoffrey Sanzenbacher. 2020. “Measuring Racial/Ethnic Retirement Wealth Inequality.” Working Paper 2020-2, Center for Retirement Research at 
Boston College, Chestnut Hill, MA. https://crr.bc.edu/working-papers/measuring-racial-ethnic-retirement-wealth-inequality/

Hughes, Michael, and Melvin E. Thomas. 1998. “The Continuing Significance of Race Revisited: A Study of Race, Class, and Quality of Life in America, 1972 to 1996.” 
American Sociological Review 63 (6): 785–95. https://doi.org/10.2307/2657501

Hurd, Michael, and Constantijn Panis. 2006. “The Choice to Cash Out Pension Rights at Job Change or Retirement.” Journal of Public Economics 90 (12): 2213–27. 
https://doi.org/10.1016/j.jpubeco.2006.06.007

Johnson, Richard W. 2021. “Policy Options to Reduce the Black-White Gap in Retirement Security.” Journal of Elder Policy 1 (2).  
https://www.journalofelderpolicy.org/johnson.html

Kotlikoff, Laurence. 2018. “The 70% Replacement Rate in Retirement Is Rubbish.” Forbes Contributors (blog). June 22, 2018.  
https://www.forbes.com/sites/kotlikoff/2018/06/22/the-70-replacement-rate-in-retirement-is-rubbish/?sh=5bfa54a87917

Lake, Rebecca. 2022. “How to Calculate Your Social Security Break-Even Age.” SmartAsset, February 4, 2022.  
https://smartasset.com/retirement/social-security-break-even-age

Lamas, Samantha, Michael F. Thompson, and Stephen Wendel. 2021. “A Closer Look into the Finances of Hispanic American Households.” Whitepaper, Morningstar.
com, no date. https://www.morningstar.com/lp/hispanic-household-finances?utm_medium=referral&utm_campaign=linkshare&utm_source=link

Larson, Reed. 1978. “Thirty Years of Research on the Subjective Well-Being of Older Americans.” Journal of Gerontology 33 (1): 109–25.  
https://doi.org/10.1093/geronj/33.1.109

Liu, Junhao. 2020. “Annuities: Whose Cup of Tea?” Retirement Income Institute Literature Review 002–2020. Employee Benefit Research Institute, Washington, DC. 
https://www.protectedincome.org/wp-content/uploads/2021/03/RII-LitReview-Annuities_WhosCupofTea_Liu.pdf

Martin, Patricia P., and John L. Murphy. 2014. “African Americans: Description of Social Security and Supplemental Security Income Participation and Benefit Levels 
Using the American Community Survey.” SSRN Scholarly Paper 2380750, Rochester, NY. https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2380750

McKenzie, Brad, and James Campbell. 1987. “Race, Socioeconomic Status, and the Subjective Well-Being of Older Americans.” International Journal of Aging and 
Human Development 25 (1): 43–61. https://doi.org/10.2190/K35G-MAWE-MNBR-AH48

Meyer, Madonna Harrington, Douglas A. Wolf, and Christine L. Himes. 2005. “Linking Benefits to Marital Status: Race and Social Security in the US.” Feminist 
Economics 11 (2): 145–62. https://doi.org/10.1080/13545700500115977

Moraif, Ken. 2021. “How to Calculate the Break-Even Age for Taking Social Security.” Kiplinger, August 30, 2021.  
https://www.kiplinger.com/article/retirement/t051-c032-s014-how-to-calculate-social-security-break-even-age.html

Munnell, Alicia H., Wenliang Hou, and Geoffrey T. Sanzenbacher. 2018. “Trends in Retirement Security by Race/Ethnicity.” Center for Retirement Research at Boston 
College, Chestnut Hill, MA. https://crr.bc.edu/briefs/trends-in-retirement-security-by-raceethnicity/

Poterba, James M., Steven F. Venti, and David A. Wise. 2017. “4. What Determines End- of-Life Assets? A Retrospective View.” In Insights in the Economics of Aging, 
127–60. Chicago: University of Chicago Press. https://press.uchicago.edu/ucp/books/book/chicago/I/bo25227007.html

Poterba, James M., Steven F. Venti, and David A. Wise. 2018. “Longitudinal Determinants of End-of-Life Wealth Inequality.” Journal of Public Economics, In Honor  
of Sir Tony Atkinson (1944–2017), 162 (June): 78–88. https://www.sciencedirect.com/science/article/pii/S0047272718300690?via%3Dihub

Rhee, Nari. 2013. “Race and Retirement Insecurity in the United States.” National Institute on Retirement Security, Washington, DC.

Sanzenbacher, Geoffrey, and Jorge D. Ramos-Mercado. 2016. “Calculating Expected Social Security Benefits by Race, Education and Claiming Age.” SSRN Scholarly 
Paper 2863978, Rochester, NY. https://doi.org/10.2139/ssrn.2863978

Shu, Suzanne B, and John W Payne. 2013. “Life Expectation Judgments, Fairness, and Loss Aversion in the Psychology of Social Security Claiming Decisions.” NB13-
05, preliminary working paper, National Bureau of Economic Research, Cambridge, MA. https://www.nber.org/sites/default/files/2020-08/orrc13-05.pdf

Smith, James P. 1995. “Racial and Ethnic Differences in Wealth in the Health and Retirement Study.” Journal of Human Resources 30: S158–83.  
https://doi.org/10.2307/146282

Social Security Administration. 2008. “Annual Statistical Supplement to the Social Security Bulletin, 2008.” SSA Publication.  
https://www.ssa.gov/policy/docs/statcomps/supplement/2008/supplement08.pdf



ProtectedIncome.org  |  13

Social Security Administration. 2009. “Annual Statistical Supplement to the Social Security Bulletin, 2009.” SSA Publication.  
https://www.ssa.gov/policy/docs/statcomps/supplement/2009/supplement09.pdf

Stevenson, Betsey, and Justin Wolfers. 2008. “Economic Growth and Subjective Well-Being: Reassessing the Easterlin Paradox.” Working Paper 14282, National Bureau 
of Economic Research, Cambridge, MA. http://www.nber.org/papers/w14282

Stevenson, Betsey, and Justin Wolfers. 2013. “Subjective Well-Being and Income: Is There Any Evidence of Satiation?” American Economic Review 103 (3): 598–604. 
https://www.aeaweb.org/articles?id=10.1257/aer.103.3.598

Tang, Fengyan, Heejung Jang, Mary Beth Rauktis, Donald Musa, and Scott Beach. 2019. “The Race Paradox in Subjective Wellbeing among Older Americans.” Ageing 
& Society 39 (3): 568–89. https://doi.org/10.1017/S0144686X17001064

VanDerhei, Jack. 2021. “In Data There Is Truth: Understanding How Households Actually Support Spending in Retirement.” EBRI Issue Brief, Employee Benefit 
Research Institute, Washington, DC. https://www.ebri.org/retirement/publications/issue-briefs/content/in-data-there-is-truth-understanding-how-households-
actually-support-spending-in-retirement

Wendel, Stephen. 2021. “Unpacking Racial Disparities in Savings.” Whitepaper, Morningstar, August 27, 2021.  
https://www.morningstar.com/articles/1055633/how-income-and-savings-affect-the-racial-wealth-gap

Wettstein, Gal, Alicia H Munnell, Wenliang Hou, and Nilufer Gok. 2021. “The Value of Annuities.” Working Paper 2021–5, Center for Retirement Research at Boston 
College, Chestnut Hill, MA. https://crr.bc.edu/wp-content/uploads/2021/02/wp_2021-5.pdf

White, Kenneth J., Congrong Ouyang, Ives Machiz, Megan McCoy, and Jia Qi. 2022. “An Application of Financial Resilience to Retirement Planning by Racial/Ethnic 
Status.” Journal of Retirement 9 (4): 31–45. https://doi.org/10.3905/jor.2022.1.111

Yang, Yang. 2008. “Social Inequalities in Happiness in the United States, 1972 to 2004: An Age-Period-Cohort Analysis.” American Sociological Review 73 (2): 204–26. 
https://doi.org/10.1177/000312240807300202


