


ship was strongest for working-aged men. These effects appeared to be dominated by transitions
into unemployment. In addition, we provided evidence that movements from the bottom and
top tails of the income distribution towards the middle of the distribution lead to improvements
in health. Finally, we provided some suggestive evidence that negative income shocks might

lead to higher mortality for working-aged men.

It is important to place these findings within the context of some of the literature which has
investigated causal pathways between SES and health. One of the most important papers on
this topic is Adams, Hurd, at al. (2003) who investigate causality between wealth and health in
a population of older Americans. They find no evidence of a causal link from SES to mortality
and many morbidities, but they do reject the hypothesis of non-causality for some primary causes
of death of older men such as cancer and heart disease.!® In a related piece, Meer, Miller and
Rosen (2003) use inheritance as an instrument for changes in wealth and find no evidence that
health improves with exogenous increases in wealth. While it may be tempting to say that our
research is at loggerheads with this earlier work, we do not believe that this is the case. It is true
that we do provide some evidence that income shocks may have sizable impacts on the health of
working-aged men at the bottom of the income distribution. However, this is, by no means, in
contradiction with the assertion that exogenous changes in wealth (not income) do not influence
health in a population of older people.

Some caveats on the limitations of this work deserve to be mentioned. First, it is not clear to
what extent our estimates of the impact of labor income on self-reported health status translate

into an impact on mortality. Given the results of Section 4, we believe that there may be

6For an interesting comment on this paper, see Adda, Chandola and Marmot (2003).
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some effect on mortality, but the magnitude of this effect is hard to infer from this analysis.
Second, due to the constraints of the PSID, the health measures that we employ are somewhat
limited. However, one of the primary advantages of these measures is that they exhibit significant
variation across time which enables the use of panel data methods such as the AB estimator.
Without substantial time variation, as would be the case with measures of specific conditions
such as diabetes and heart disease, these methods cannot be used.

Finally, while this work provides evidence that adverse income shocks lead to worse health
outcomes, it is uninformative of the mechanisms by which this occurs. One possible mechanism
that we discussed earlier is that negative income shocks are accompanied by increases in stress
which, in turn, causes health to deteriorate. ~However, another potential mechanism is that
negative shocks lead to a lower consumption of inputs in the production of health such as medical
care. Indeed, the fact that the most dominant effects of income shocks on health that we
uncovered occurred when people moved into unemployment and the fact that employer sponsored
health insurance is the most common form of health coverage in the US suggests that this
mechanism is worthy of serious consideration. Unfortunately, until recently, there has not been
sufficient information in the PSID on medical insurance which (at least at this point) makes it

immensely difficult to use the PSID to investigate this issue using dynamic panel data techniques.
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Table 1: Summary Statistics

Definition (Standai\geg;viation)
‘ Men Women
Age! Individual’s Age (470 .9955) (481..1184)
White — 1 if White (8222) (8:22)
No College = 1 if Individual Never Went to College (828) <8?§)
SRHS* Self-Rated Health Status (?:gg) (iég)
Good Health! = 1if SRHS <=2 (828) (823)
Bad Health! — 1if SRHS >= 4 (gég) <8:§%
Unemployment Rate | County Level Unemployment Rate (ggg) (ggg)
Labor Income?3 Individual’s Labor Income é}g?géé) (180919096.%456)
Zero Labor Income? | = 1 if Labor Income = 0 (83?) (84212)

*All summary statistics correspond to the years 1984 - 1993 unless noted otherwise.
**Summary statistics are for people older than 30.
!These summary statistics correspond to 1984 - 1997.
2These summary statistics correspond to 1978 - 1997.
3Labor Income is in 1982 dollars.
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Table 2: SRHS and Mortality in the PSID

‘ Men Women
Ace 1.075 1.087
& (10.32) (10.85)
0.637 0.747
Good Health (—=3.17) (—1.64)
2.114 1.944
Bad Health (5.93) (4.73)
Likelihood -2170.32 -1896.37
N 2522 2875

*This table contains results from the Cox-Proportional Hazard model.

**Each cell reports the hazard ratio for an incremental change in a given variable.
***t-ratios correspond to the unreported coefficients for each variable.

*** All estimations used a sample of people between 30 and 60.
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Table 3: Arellano-Bond Estimates - Men Between Ages 30 and 60

(1) (2) (3) (4)
Predetermined Variables
Dependent Var Bad? Bad? SRHS* SRHS*
0.101 0.098 0.101 0.097
Lagged Health (12.38)  (12.01)  (12.33) (11.54)
Ape 0.007 0.007 0.024 0.024
& (4.89) (5.01) (5.91) (5.83)
Zero Labor Income?? - (03(11328) (04.12317)
—0.005 —0.015
Labor Income (—3.88) - (—3.83) -
2 —79.50 —T78.76 —80.21 —76.82
1 (0.000)  (0.000)  (0.000) (0.000)
2 0.47 0.28 3.07 2.86
2 (0.639)  (0.779)  (0.002) (0.004)
Two-Step Sargan? 288.80 276.74 320.24 328.18
(0.014)  (0.043)  (0.000) (0.000)
O.I. Restrictions 238 238 238 238
Endogenous Variables
0.103 0.100 0.101 0.098
Lagged Health (12.52)  (12.05)  (12.39) (11.65)
Age 0.007 0.007 0.023 0.022
(4.67)  (4.66)  (5.69) (5.39)
Zero Labor Income?? - (02"01753) (()?;?0817)
Labor Income (__ 02'92049) - (__ 02"01254) -
2 —76.50 —75.19 —77.17 —73.54
1 (0.000)  (0.000)  (0.000) (0.000)
. 0.62 0.43 3.13 2.99
2 (0.535)  (0.668)  (0.002) (0.003)
Two-Step Sargan? 270.81 254.27 306.84 319.74
(0.022)  (0.095)  (0.000) (0.000)
O.I. Restrictions 226 226 226 226
N 6507 6507 6507 6507

*t-statistics reported below each coefficient estimate.

1Zero Labor Income? is an indicator which is turned on if labor income is zero.
2p-values in parentheses.

3The dependent variable is this column is an indicator that equals one when the
person’s health is either fair or poor.

4The dependent variable in this column is the 5-point SRHS variable.
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Table 4: Arellano-Bond Estimates - Women Between Ages 30 and 60

e (2) (3) (4)
Predetermined Variables
Dependent Var | Bad® Bad? SRHS* SRHS*
0.080 0.081 0.068 0.066
Lagged Health (10.65)  (10.83)  (8.96) (8.69)
Age 0.010 0.010 0.023 0.023
(6.97) (6.99) (6.30) (6.31)
Zero Labor Income?? - (()0'91091) - (01 95311)
—0.000 —0.004
Labor Income (=0.03) - (—1.43) -
2 —85.11 —85.48 —82.06 —80.48
! (0.000) (0.000) (0.000) (0.000)
9 2.12 2.18 3.18 3.10
2 (0.034)  (0.029)  (0.002) (0.002)
Two-Step Sargan? 273.40 245.42 348.33 315.95
(0.057)  (0.357)  (0.000) (0.001)
O.I. Restrictions 238 238 238 238
Endogenous Variables
0.080 0.081 0.068 0.066
Lagged Health (10.59)  (10.78)  (9.01) (8.65)
Ape 0.010 0.010 0.022 0.023
& (6.92) (6.91) (6.09) (6.27)
Zero Labor Income?! - (00'%036) - (0695226)
0.000 —0.011
Labor Income (0.06) - (=1.70) -
2 —84.13 —84.69 —80.56 —79.85
! (0.000) (0.000) (0.000) (0.000)
9 2.12 2.20 3.21 3.09
" (0.034) (0.028) (0.001) (0.002)
Two-Step Sargan? 266.35 236.10 334.31 305.73
(0.034)  (0.309)  (0.000) (0.000)
O.I. Restrictions 226 226 226 226
N 7265 7265 7265 7265

*t-statistics reported below each coefficient estimate.

1Zero Labor Income? is an indicator which is turned on if labor income is zero.
2p-values in parentheses.

3The dependent variable is this column is an indicator that equals one when the
person’s health is either fair or poor.

4The dependent variable in this column is the 5-point SRHS variable.
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Table 5: Arellano-Bond Estimates - Income by Quartile, People Between 30 and 60

e 2 | 6 (4)
‘ Men | Women
‘ Bad? SRHS* | Bad? SRHS?
0.097 0.097 0.098 0.060
Lagged Health (12.01)  (11.76) | (12.09)  (7.99)
Ao 0.006 0.022 0.007 0.022
& (4.45) (5.32) (4.62) (6.24)
0.062 0.021 0.074 —0.049
21
Zero Labor Income? (197)  (0.24) | (258)  (-0.92)
Income > 0 and <= 25th Percentile (__ 0103265) (__ 04;25290) - -
Income > 25th Percentile and <= 50th Percentile (__ 060926?)) (__0422606) (__ 00'0900% (__ 0?; 101543
Income > 50th Percentile and <= 75th Percentile (__ 01'0123 (__ 02' 16522) (__ 00'05048) (060203%
2 —78.08 —77.25 —77.15 —80.04
1 (0.000) (0.000) (0.000) (0.000)
m2 0.24 2.84 0.35 2.85
2 (0.811)  (0.005) | (0.729)  (0.004)
Two-Sten Sarean? 672.64 739.51 500.34 641.85
b arg (0.497)  (0.038) | (0.765)  (0.000)
O.I. Restrictions 673 673 524 524
N ‘ 6507 6507 | 7265 7265

*This table assumes that all income and labor supply variables are endogenous.

**t-statistics reported below each coefficient estimate.

17ero Labor Income? is an indicator which is turned on if labor income is zero.

2p-values in parentheses.

3The dependent variable is this column is an indicator that equals one when the

person’s health is either fair or poor.

4The dependent variable in this column is the 5-point SRHS variable.



Table 6: Macroeconomic Shocks and Labor Market Outcomes
| Labor Income  Zero Labor Income?!

1% Increase in Unemployment, —0.030 0.002
Men (—5.05) (3.34)

1% Increase in Unemployment, —0.028 0.003
Women (—3.55) (3.00)

*This table reports the coefficient on unemployment from

fixed-effects regressions where the dependent variables

are labor income and labor supply. All regressions contain a

polynomial in age. The regressions where estimated using

people between the ages of 30 and 60.

**t-statistics in parentheses.

***Each cell reports the effects of a 1 percentage point increase

in unemployment on labor income and labor force participation.

1Zero Labor Income? is an indicator which is turned on if labor income is zero.
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Table 7: Random Effects Estimates - Mortality

| (1) (2) (3)
Men Between 30 and 60
Death Occurred | < 1 Year After < 3 Years After < 5 Years After
A 0.026 0.122 0.176
&¢ (8.31) (8.26) (15.23)
. —0.183 —1.054 —1.126
White (—3.26) (—7.02) (—7.32)
0.044 0.083 0.794
No College (0.72) (0.61) (5.24)
—0.089 —0.220 —0.536
Good Health (~1.26) (~1.80) (—3.94)
0.568 0.801 0.544
Bad Health (8.25) (6.34) (4.61)
0.037 0.002 0.022
Unemployment Rate (4.19) (0.12) (1.13)
Likelihood -1296.04 -1459.66 -1690.95
N 6315 6315 6315
Women Between 30 and 60
Death Occurred | < 1 Year After < 3 Years After < 5 Years After
Ace 0.094 0.187 0.200
& (5.83) (13.28) (17.03)
. —1.001 —1.943 —2.345
White (—3.76) (—10.14) (—13.49)
—0.203 0.155 0.119
No College (—0.97) (0.84) (0.74)
—0.275 —0.510 —0.496
Good Health (—1.46) (—2.84) (~3.33)
0.836 0.977 0.824
Bad Health (4.96) (6.02) (6.01)
—0.040 —0.059 —0.020
Unemployment Rate (=1.25) (=2.03) (—0.87)
Likelihood -735.27 -1026.04 -1228.14
N 6923 6923 6923

*This table contains results from random effects probits where

the dependent variables are indicators for dying between the

survey year and one, three and five years after.

**t-ratios correspond to the unreported coefficients for each variable.
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Figure 1: Survivor Functions in the PSID
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Survivor Functions - Women Between 30 and 60
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