AARP
L~

Baby Boomers Envision
Retirement ||

Survey of Baby Boomers’ Expectations
for Retirement

Prepared for AARP
by Roper ASW

May 2004



Baby Boomers Envision
Retirement |I

Survey of Baby Boomers’ Expectations
for Retirement

Prepared for AARP Environmental Analysis
by Roper ASW

Copyright (C) 2004

AARP

Knowledge Management
601 E. Street, NW
Washington, DC 20049
http://research.aarp.org
Reprinting with Permission




AARRP is a nonprofit, nonpartisan membership organization dedicated to making life better for
people 50 and over. We provide information and resources; engage in legislative, regulatory and
legal advocacy; assist members in serving their communities; and offer a wide range of unique
benefits, special products, and services for our members. These include AARP The Magazine,
published bimonthly; AARP Bulletin, our monthly newspaper; AARP Segunda Juventud, our
quarterly newspaper in Spanish; NRTA Live and Learn, our quarterly newsletter for 50+ educators;
and our Web site, www.aarp.org. We have staffed offices in all 50 states, the District of Columbia,
Puerto Rico, and the U.S. Virgin Islands.

Acknowledgements

RoperASW collected the data for this study and analyzed and prepared initial reports.
AARP’s Member Value Department made this study possible. Robert Prisuta and Sarah
Zapolsky managed and reviewed this report, with additional assistance from Karen Turner.

For additional information, contact Sarah Zapolsky at (202) 434-6305 or Robert Prisuta at
(202) 434-6293.



Boomer Envision Retirement I Table of Contents

Table of Contents

.. BACKGROUND AND OBJECTIVES OF THE RESEARCH ........cccccotniiininrirneesee e 1
Il. OVERVIEW OF THE RESEARCH DESIGN.......ccciitiiiiirireiesne s 3
T, KEY FINDINGS ...ttt bbb bbbkttt b bt 4
1V. BOOMERS’ RETIREMENT VISION ..ottt 14
A, Optimism ADOUL REEIFEMENT ........oiuiiieieee e bbb e b 14
More Boomers Are Experiencing Life Events Likely to Shape Their Retirement
OULIOOK ...t n et 14
Baby Boomers Remain Optimistic About RetiremMent...........cccoovvvvieiiiiveeeieerese e 16
B. Meaning Of RELIFEMENT .......cccviiiiiiciee e et e sttt re e e eneeneenrenre e 19
Despite Optimism, Fewer Boomers Equate Retirement with Financial Security
AN SEIF-INAUIGENCE .....eveieceecece et e e e neenre e 19
C. Role Of WOrK in RELIFEMENT .........oiiie e e sne s 24
Most Boomers Expect to WOrk in REtIF&MENt..........cccoiiiiiieieieie et 24
Fewer African Americans Plan to Work for Enjoyment ...........cccccoeiiininininie e 25
Many Boomers Want to Keep Working in Retirement ...........ccccoocoveiiieiininnene e 27
D. Role of LeiSure in REHIFEMENT .......cc.oiiiiiiieic ettt 28
Recreation, Service Continue to Factor into Boomers’ Expectations for Retirement.......... 28
E. Attitudes About Social Security and MediCare..........cccevvvvreieeieeiierese s 32
More Favorable Views on Social Security Since 1998 .........cccooereieviirinneeiesieee e e 32
Knowledge of Social Security Has Little Impact on Boomers’ Perceptions of the
Y (=] 1 PPN 34
Half of Boomers Are Confident That Medicare Will Be Available When They Retire...... 35
Boomers Have a Fairly Accurate Understanding of Medicare Benefits............c.ccocevevnnnns 37
Knowledge of Medicare Boosts Confidence in the System...........ccocooviiiiiniiii i 39
As Age Increases, So Does Confidence in Medicare and Social Security...........ccccoeerennne 40
F. Role of Family in RELIFEMENT .....c..oiuiiieiiiei bbb 44
Family Provides for Emotional, Not Financial, Support During Retirement ...................... 44
G. HEAlth @nd LONGEVILY .....coue ittt sb et bbb e e b e sae s 48
Boomers Increasingly Acknowledge Health Issues in Vision for Retirement..................... 48
Boomers Are Not Stuck at Thirty-Something, but They Continue to Feel Younger
Than They REAIY ATE .....vciieeieeece sttt sttt e e e e e st sresresneeneas 52
H. Paying for HEalth Care..........ccoiiiiiiceccs sttt 54
Growing Numbers Anticipate Inadequate Health Coverage.........c.ccocvevvvvereieniencnsnsnnnnn, 54
V. FINANCIAL PREPAREDNESS FOR RETIREMENT .......ccooiiiiiiinccesee s 58
Confidence in Ability to Prepare for Retirement Unchanged ............ccccooeieiiieiininicienene e 58
Boomers’ Retirement Needs May Exceed Financial RESOUICES .........cccoeieriiiiienineiicie e 61
Fewer Boomers Than in 1998 Expect to Depend on Current INVeStmMents ..........coccooeveverenenenesinne 65
Investments Boomers Count on: Faith in Social Security on the Upswing...........ccocceoeieiiiicinnnns 68
Boomers Slowly Augmenting Retirement Savings Portfolios ..., 72
Point change since 1998 in retirement savings for each age subgroup .........ccocoeevvieneeienene e, 74
Most Boomers Are Satisfied with Their Retirement SAVINGS .......cccovevererievvrinne e 77

Prepared by RoperASW for AARP May 2004



Boomer Envision Retirement I Table of Contents

VI. POLARIZED RETIREMENT VISIONS ....ooiiiiiiiiitenet et 78
A. The Haves and Have-nots CONLINUE ..o 78
Polarization within the GENEration .............ccovviriiiniiiie e 78
B. Optimism ADOUL RETIFEMENT .........iitiiiiiieee et see e 79
Have-nots ReMain PESSIMISTIC ........ciiiiiieiiiiie e 79
C. Financial Preparedness for REtIFEMENt ... 81
The Haves Are Much More Confident Than the Have-nots in Their Ability to Prepare
Financially for REtIFEMENT..........coiiiiiii e e 81
Haves Are Much More Likely Than Have-nots to Be Saving for Retirement..................... 83
D. Polarization Extends t0 Health Care..........cooevreiiiieinciesees e 86
Haves Are More Likely than Have-nots to Anticipate Getting the Health Care They Need
DUFING RELIFEIMENT ... .evieiiiiee ettt st et e sreereene e e e eeneeneeneens 86
VII. 1998 BABY BOOMER SEGMENTATION REVISITED ....cccooviiiiiiieiie e 88
A. Background on 1998 Baby BoOmers SEgMENtation ...........cccoevvveverieieienesiesiesese e seese e 88
The Five Baby BOOMEr SEGMENLS ......oiviiiiiieieeeeeeeseesesiesreseseeee e stessesresresseesseseessessessens 88
B. Replicating the 1998 Baby BOOMers SEgMeNtation............cccoiireririeieene e 90
C. Portrait of the Five BOOMET SEOMENTS ......cc.eiiiiiieieieeie ettt e 91
D. Highlighting Changes Between 1998 and 2003...........cccoiiiiineniiiiieie e 97
Moving from Feeling AnXious t0 Struggling .......ccccooeeiriiiieie e 97
Anxious or Struggling, More Are Trying t0 SAVE .......cccoveiiiiiiiie e e 99
Today’s Traditionalists” OUtIOOK DIMMEd.........ccoiiiiiiiiiieeee e 101
E. Positive Views of Social Security and MediCare ..........cccccevvverviveiieiene s 103
Different Mood Toward Social Security and MediCare..........cccccoevvvvvivrivieeieenenesesesnenens 103
Knowledge, Favorability, Confidence About Social Security SOars..........cccccvvvvevrvrivsnannas 104
F. Summarizing the Segmentation FINAINGS ........cccoviviieiiiiiice e 106
“One-size-fits-all” Retirement Solution Continues to Be Unworkable for the Boomer
GBNEIALION ...ttt b e bbb e bt bt e e e et b e ebeebeeb e e b e e ne e e e e e b e 106
APPENDIX A: METHODOLOGY ...ooiiiitiiieisie sttt sttt st sae e sbe st sastessasasbessesassessesessesens 107
AL QUESTIONNAITE DBSIGN ....vitiiti ittt sb ettt be b e e e e be b b e be bt e b e e e e sbesbesbenbesneas 107
B.  Field MethOUOIOQY ... .coveiuieieiiee ettt e e e sbe s 107
C. SAMPIE DESIGN ..ottt ettt et b e bbb e e h e et e b sb e s be bt ebeeneeneeeeebe e e 108
D T VY TTo 3 L] oo TSROSO RO TP 109
E.  SegMENtation ANAIYSIS.....ciiviiviieieieieriesesese e et et e sae sttt e s e et tesrenreeneenae e enaennenrenrs 109
APPENDIX B: SURVEY INSTRUMENT ..ottt 112

Prepared by RoperASW for AARP May 2004



Boomer Envision Retirement || I. Background and Objectives

. Background and Objectives of the Research

This report presents the results of a major research initiative commissioned
by AARP and conducted by RoperASW aimed at better understanding the
Baby Boom generation as it moves into its retirement years. The findings
reported here build upon an earlier benchmark study from 1998, Baby
Boomers Envision Their Retirement, also a collaboration between AARP
and Roper.

The Baby Boom generation, now 77.5 million people strong, represents
the largest single sustained growth of the population in the history of the
United States. The cohort of Boomers—Americans born between 1946
and 1964—has long commanded the attention of demographers,
politicians, marketers, and social scientists. As the oldest of the Baby
Boomers approached later adulthood, in 1998 AARP sought to investigate
how Boomers might interpret and redefine retirement.

One of the major findings in the 1998 study concerned the purported
cohesiveness of this cohort. The survey confirmed that the oft-held view
of the Boomers as a monolith was ill-conceived. Rather than a
homogeneous group, the 1998 study illustrated that one of the key
characteristics of the Baby Boom cohort is its diversity. It elucidated this
diversity as it relates to Boomers’ hopes, dreams, and expectations for
retirement.

Five years later, AARP embarked on updating the study to uncover how
this massive generation, and the various segments within, has progressed
in their planning and preparedness for retirement. Now several steps
closer to retirement, the Baby Boom generation is today between 38 and
57 years old. Yet, beyond aging five years, other major factors have
potentially impacted the Boomers’ vision of retirement.

Notably, the past five years have seen:

» Economic fortunes of the United States worsen considerably.
Shrinking or stagnant 401(k)s have taken their toll on retirement
expectations for many. Thus, planning for retirement may be
taking a backseat to simply planning for tomorrow.

Prepared by RoperASW for AARP May 2004
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» Overwhelming federal deficits incurred during the current
Administration. These threaten to affect the stability of the Social
Security and Medicare systems just as the bulk of the Boomers
turn to them for support.

> Varied effects of the events of September 11. Undoubtedly this
has influenced some of Baby Boomers’ retirement priorities and
overall values, perhaps by contributing to perceptions of reduced
physical, economic and national security.

> A series of corporate scandals, including the collapse of the Enron
Corporation. These scandals may have eroded confidence among
better-off Baby Boomers in the stewardship of their investments
and pensions. The most recent mutual fund scandals at firms such
as Janus and Bank One have also heightened this concern.

Against this backdrop and in light of the original findings, an update of the
benchmark 1998 study provides AARP with the opportunity to gauge how
the Boomers’ retirement values and priorities have changed over the last
five years. Moreover, it includes a re-examination of the five key
attitudinal and behavioral subgroups of Boomers that emerged from the
original segmentation analysis. The survey also included an oversample of
Hispanic Boomers. Results from this analysis will be presented in a
subsequent report.

The following report provides keys to better understanding and
communicating with the complex and intriguing next generation of
American retirees.

Prepared by RoperASW for AARP May 2004
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IIl. Overview of the Research Design

The design of this project included:

e A large-scale quantitative survey, conducted by telephone in 30-
minute interviews among a nationally representative sample of
1,200 adult Americans age 38-57;

e An oversample survey was conducted among African American
and Hispanic Boomers to yield a total, when combined with those
from the general sample, of 309 African American Boomer and
301 Hispanic Boomer interviews. Results from this data, which
allow for subgroup analysis by race and ethnicity, will be
presented in a subsequent report.

e A segmentation analysis of the survey data, designed to better
understand the Baby Boom population by grouping individuals
according to their attitudes, beliefs and behaviors regarding
retirement, and tested against the segmentation analysis developed
in 1998.

The sampling error for the general Baby Boomer sample (n=1,200) is
plus or minus three percentage points at the 95 percent confidence
level.

This report describes in detail the results of the full survey among
Boomers and the segmentation analysis.

A full description of the methodology employed appears at the back
of the report (see Appendix A).

Prepared by RoperASW for AARP May 2004
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lIl. Key Findings

Dramatic positive shift in Boomers’ attitudes toward and
confidence in Social Security

Marking one of the most dramatic shifts in Boomers’ vision for retirement
since 1998, Baby Boomers are far more likely now compared to five years
ago to describe themselves as knowledgeable about and favorably
predisposed toward Social Security. Moreover, Social Security now ranks
among the top three income sources that Boomers feel they can count on
in retirement.

e 71% of Boomers say they have at least a somewhat favorable view of
Social Security, up 15 points since 1998

e 67% consider themselves at least somewhat knowledgeable about the
system, up 13 points

e 54% are very or somewhat confident that Social Security will be
available when they retire, up 19 points

e 63% feel they can count on Social Security as a source of income in
retirement, up 15 points

Favorable views and levels of confidence in Social Security are fairly
consistent by race and ethnicity. Hispanics, however, are less likely than
others to consider themselves knowledgeable about the system.

African American and Hispanic Boomers are more inclined than white-
NH Boomers to expect to rely on Social Security for income during
retirement.

Boomers are more confident now than five years ago that
Medicare will be available when they reach age 65

As with Social Security, more Boomers now compared to five years ago
are familiarizing themselves with Medicare and are confident that the
system will be available when they reach age 65.

Prepared by RoperASW for AARP May 2004
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o 54% of Boomers say they are at least somewhat knowledgeable about
Medicare, up nine points since 1998

e 47% are at least somewhat confident that Medicare will be available
when they reach age 65, up eight points since 1998

Boomers’ opinions of and confidence in Medicare do not vary markedly
by race. However, as with Social Security, Hispanic Boomers are less
likely than others to consider themselves knowledgeable about Medicare.
Both African Americans and Hispanics are more likely than NH-whites to
expect Medicare to cover most of their health care needs in retirement.

As age increases, so does confidence in Medicare and Social Security.

Boomers remain optimistic about retirement...

The recent economic downturn, mutual fund scandals, and jobless
recovery appear to have had little impact on Baby Boomers’ retirement
outlook.

e 69% of Baby Boomers are very or fairly optimistic about their
retirement years, on par with the 70% reported in 1998

e 46% say their retirement outlook has changed for the better in the past
five years. Those with an improved outlook are most likely to attribute
it to efforts to save more for retirement and improvements in their
financial situation that result from lifestyle changes such as paying off
a mortgage or having their last child move out of the house

African Americans have a much improved and markedly more positive
retirement outlook compared to other groups, despite a disproportionately
high incidence of recent job losses among this subgroup.

... But their expectations, particularly those related to finance,
have become much more conservative

Although Baby Boomers remain optimistic about their retirement
prospects, indications are that recent economic conditions and investment
scandals have tempered Boomers’ financial expectations for retirement.

Prepared by RoperASW for AARP May 2004
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e 48% of Boomers define retirement as a time to indulge themselves,
down seven points since 1998"

e 31% of Boomers equate retirement with having enough money and
financial security, down 10 points since 19987

African American and Hispanic Boomers are particularly likely to have
developed more conservative and less self-indulgent expectations for their
retirement. In addition, minorities are increasingly more likely than NH-
whites to associate retirement with negative conditions such as economic
hardship, increased dependence on others for personal care, and increased
isolation from society.

Boomers’ primary definitions of retirement, however, are largely
unchanged since 1998

Most in this generation continue to view retirement principally as an
opportunity to spend more time with family, as a time to pursue hobbies
and interests, and as a time of leisure.

Most Boomers expect to work in retirement— fewer for fun

As in 1998, most Boomers expect to work in retirement. However, the
gap between those who plan to work for enjoyment’s sake and those who

plan to work for needed income is shrinking, with fewer planning to work
for fun.

e 79% of Boomers plan to work in some capacity during their
retirement years, which is consistent with the 80% reported in 1998

e However, the 12-percentage point gap, that existed in 1998, between
those who plan to work part-time for enjoyment’s sake and those who
plan to work part-time for the needed income, has dwindled to five
percentage points (30% vs. 25%, respectively). The closing of the
gap primarily results from a decline in the proportion who plan to
work for enjoyment

Down notably since 1998 are the proportions of African Americans who
plan to work for enjoyment during retirement.

! Data are based on a closed-ended question, Q4.
? Data are based on an open-ended question, Q1a.
Prepared by RoperASW for AARP May 2004
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African American and Hispanic Boomers remain more inclined than NH-
whites to plan to explore entrepreneurial endeavors during retirement.

Recreation and service continue to factor into Boomers’
expectations for retirement

Inching closer to retirement age has not changed Boomers’ expectations
for their recreational time and service activities in retirement.

e 70% of Boomers have a hobby or special interest that they will
dedicate a lot more time to when they retire, on par with the 72%
reported in 1998

e 68% agree that they will have plenty of time for recreation in
retirement, which is similar to the 72% reported in 1998

e 51% (on par with the 49% reported in 1998) expect to devote more
time to community service and volunteering in retirement. This is
similar to the proportion of Boomers currently involved in
volunteering

¢ Indeed, a majority of Boomers who currently volunteer (62%) expect
to devote more time to community service and volunteering once they
retire

Family should provide for emotional, not financial, support during
retirement

Reflecting a genuinely American spirit of self-reliance, Baby Boomers
would prefer not to rely on family for financial support during retirement.
However, as in 1998, most Boomers consider familial relationships and
the emotional support that these relationships provide key elements of
their retirement vision.

e 70% of Boomers believe that family should provide emotional support
to people during retirement

e 76% of all Boomers, 90% of those who are married, expect to spend
most of their retirement years living with a partner

e 70% are looking forward to becoming grandparents

Prepared by RoperASW for AARP May 2004
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e 57% expect to live near at least one of their children during retirement

e 10% think people ought to be able to depend on their family
financially during retirement

Although Boomers strongly reject the idea of relying on others for
financial support during retirement, more Boomers have assumed care-
giving responsibilities for their aging parents, and considerable
proportions expect to provide financially for their parents and children
during retirement.

o 35% of Boomers have been or are responsible for the care of their
elderly parents, up nine points since 1998

e 19% expect to have an aging parent or in-law living with them during
retirement, consistent with 1998 findings

e 18%, up slightly since 1998 (three points), expect to provide
financially for an aging parent or in-law during their retirement

e 17% expect to provide financially for their children during their
retirement, unchanged since 1998 despite considerable increases in the
proportions of Boomers who have experienced having their last child
move out of the home

Hispanic Boomers are particularly likely to anticipate having to provide
for both their elderly parents and children during retirement.

Boomers increasingly acknowledge health issues

Most Boomers say they are not afraid of aging, and many believe that
people in their generation will be healthier and will live longer than the
prior generation of retirees. Nonetheless, few Boomers deny the toll that
getting older is taking on their bodies.

e 58% of Boomers consider themselves to be in very good or excellent
health, down six points since 1998

e 27% say they have survived a major illness, up five points since 1998

e 11% have survived a major illness in just the past year

Prepared by RoperASW for AARP May 2004
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Health planning is likely to play an increasingly important role in shaping
Boomers’ vision for retirement, yet many Boomers acknowledge that they
are not taking adequate steps to maintain their health. Indeed, Boomers are
almost evenly divided between those who are planning for and anticipate
having a healthy and active retirement and those who do not.

e 54% of Boomers expect to exercise regularly in retirement
e 51% expect to be healthier than most people their age in retirement

e 549 associate retirement with increased concern and attention to
health

e 48% agree that they should give more thought to how they will keep
active during retirement

Although Boomers’ perceptions of their health do not vary widely by race
or ethnicity, African American and Hispanic Boomers are more likely
than are white-NH Boomers to feel that they are not doing enough now to
maintain their health.

Many anticipate inadequate health coverage

About half of Boomers (56%, similar to the proportion reported in 1998)
expect to have health insurance that will meet their needs in retirement.
However, many believe their health coverage in retirement will be lacking.

e 58% of Boomers do not expect their current employer to cover their
health insurance needs, which is consistent with findings reported in
1998

e 43% do not expect Medicare to cover most of their health care needs
in retirement, on par with 1998 findings (41%)

e 19% do not expect to have health insurance coverage that will meet
their needs, up four points since 1998

But growing minorities think they will have health care on their
own terms

Despite the considerable proportions of Boomers who expect health
coverage shortfalls during retirement, more now compared to five years

Prepared by RoperASW for AARP May 2004
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ago are very confident that they will receive the type of health care that
they want and need in retirement.

e 30% of Boomers are very confident that they will be able to see a
specialist when they feel they need to in retirement, up nine points
since 1998

e 28% are very confident that they will be able to visit doctors of their
choosing, up four points

African Americans tend to be more confident than others that they will
have the type of health care they need and want in retirement, even though
a sizable plurality of this group (41%) expect to rely on Medicare for most
of their health care needs in retirement.

Boomers Are Not Stuck at Thirty-Something, But They Continue
to Feel Younger Than They Really Are

Boomers are getting older and facing more health concerns, but most in
this generation continue to feel several years younger than their actual age.
Indeed, as in 1998, there is a seven-year gap between Boomers’ biological
age and the age they feel.

e The mean age among Baby Boomers is 47, but the mean age that this
generation feels is 40

e 63% of Boomers feel younger than their actual age, up from 47% in
1998

e Those who feel younger than their actual age are most likely to
attribute the difference to a general attitude of feeling young (41%),
good health (26%), and staying in good shape and exercising (19%)

These findings are highly consistent by race and ethnicity.

Prepared by RoperASW for AARP May 2004
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Confidence in ability to prepare for retirement unchanged

Even though Boomers are moving closer to retirement age, they are no
more likely to feel prepared financially for this phase of their lives now
than five years ago. Moreover, expectations for greater financial needs in
retirement, compared to their parents’ generation, still have not translated
into more aggressive efforts to prepare financially for retirement.

e 61% of Boomers are confident in their ability to prepare adequately for
the future, unchanged since 1998

e 83% of Boomers agree that people in their generation will need more
money than people in their parents’ generation to live comfortably
during retirement, but only 39% agree that Boomers are saving more
for retirement than the previous generation

Boomers’ assessments of their financial preparedness for retirement have
remained largely unchanged across age subgroups.

Fewer believe personal investments will provide sufficient
income during retirement

e 59% of Boomers expect to depend heavily on their current personal
investments in retirement, down five points since 1998

o 32% expect to depend heavily on their 401(k), down six points
Boomers slowly augmenting retirement savings portfolios

Perhaps because they are inching closer to their retirement years, more
Boomers today compared to five year ago are setting aside money in
various savings and investment accounts. Conservative investments such
as regular and long-term savings accounts have experienced the most
significant gains since 1998.

e 70% of Boomers are currently putting money in IRA, 401(k) and other
retirement savings accounts, up slightly (three points) since 1998

e 50% are currently setting aside money for retirement in regular savings
accounts, up eight points

Prepared by RoperASW for AARP May 2004
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e 38% are putting money aside in long-term savings accounts, also up
eight points since 1998

e 69% of Boomers are at least somewhat satisfied with the amount of
money that they are setting aside for retirement; 19% are completely
satisfied

White-NH Boomers have experienced the largest and most widespread
increases in retirement investment activity over the past five years. As in
1998, investments among African American and Hispanic Boomers lag
behind those of NH-whites.

Polarization of the retirement expectations of Haves and Have-
nots continues

As noted in the 1998 study, the trend of polarization—a widening gap
between the rich and poor—nhas been observed in other Roper surveys and
is evident among the Baby Boomer generation. Differences among the
“Haves” and the “Have-nots” in terms of income, optimism about
retirement, and preparedness all continue to be evident in the study this
year.

1998 Boomer segmentation still holds true today, as does the
view that a “one-size-fits-all” retirement solution is unworkable
for Boomers

The identical segmentation analysis from the 1998 study was applied to
the data from this year’s study, and the results are intriguing. The main
characteristics and size of the segment groups has changed very little,
suggesting that the five well-defined groups of Baby Boomers—the
Strugglers, the Anxious, the Self-Reliant, the Enthusiasts, and the
Traditionalists—identified in 1998 remain today.

There are, however, a few key changes worth taking note of.

Many of those who were merely Anxious before are now
Strugglers in today’s weak economy

e In exactly parallel numbers, the number of Baby Boomers who fall
into the Anxious group has decreased by six points, while the number
who are now Strugglers, the most challenged group financially, has
now increased by six points

Prepared by RoperASW for AARP May 2004
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The outlook of Traditionalists’ has dimmed

Another group greatly affected by the downturn in the economy is the
Today’s Traditionalists. The gap between their median household income
and that of the average Boomer has now widened to $14,000 below
average. Moreover, many more now feel that they will need to work
during retirement for the income it provides.

e One-fourth now feel that they will have to struggle to make ends meet
during retirement, up seven points

e As a group they show the biggest drop (10 points) in the expectation
that they will depend heavily on their 401(Kk) in retirement (27%)

e More than one-fourth (up nine points) expect to rely on Social Security
for all or most of their retirement income, and an equal number (up
seven points) expect to rely on the Social Security benefits of a spouse

e Almost one-fourth expect to have health problems (up 10 points)

Many Boomers are entering a period of significant life changes
that will shape their retirement outlook

e Up significantly since 1998 are the proportions of Baby Boomers who
have experienced having their last child move out of the house (up 13
points), having a parent die (up 12 points), becoming responsible for
the care of a parent (up nine points), and surviving a health crisis (up
five points).

Prepared by RoperASW for AARP May 2004
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V. Boomers’ Retirement Vision

A. Optimism About Retirement

More Boomers Are Experiencing Life Events Likely to Shape
Their Retirement Outlook

More Boomers now than five years ago are experiencing the challenges of
aging through their parents. Sixty-three percent of Boomers, up from 51%
in 1998, have experienced having a parent die. In addition, more than
one-third of Boomers have or are assuming responsibility for the care of a
parent, compared to about one-fourth (26%) in 1998. With the exception
of the youngest segment of Boomers (age 38 to 42), more Boomers from
their mid-forties onward have assumed responsibility for the care of aging
parents or in-laws. However, the largest increases since 1998 in those
taking on eldercare responsibilities have occurred among the older half of
Boomers, those in their late forties and fifties. More than four in ten
Boomers age 48 to 57 have experienced becoming responsible for the care
of a parent (45%, compared with 32% of this cohort in 1998).

Health concerns are also likely to factor more into Boomers’ thoughts on
retirement, as more of them now compared to five years ago have
experienced a serious health crisis (27% vs. 22% in 1998). Not
surprisingly, experiences with serious illness are more common among
older Boomers (age 53 to 57), 37% have survived a major illness up nine
points since 1998. Boomers in their late forties and early fifties are only
slightly less likely than their older counterparts to have survived a health
crisis, 33% up eight points since 1998. Incidence of major illness among
younger Boomers has remained largely unchanged since 1998, suggesting
that the early fifties may mark the leading edge of a health status turning
point for Baby Boomers.

On the positive side, more Boomers are reaching an age when their
children are leaving the nest and they can focus more attention on their
own needs. One-third (32%) of Boomers in this year’s study report that
their last child moved out of the house, up from 19% in 1998. As should
be expected, older Boomers (age 53 to 57) are most likely to have
experienced having their last child move out of the house, 58% up 18
points since 1998.
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14



Boomers Envision Retirement Il IV. Boomers’ Retirement Vision

Key Life Events Experienced

% of Baby Boomers who have experienced the following life events

M 2003 (n=1200)
01998 (n=2001)

. : 63% *
Having a parent die H
. . 35%
Losing your job H 3506
Becoming responsible for the care of a 35% *
parent 26%
. . 32%
Getting a divorce _—I 3506
Having your last child move out of the 32% *
house 19%
27%

Surviving a major illness 2204

|

9%

Having a spouse/partner die 8%

LH

* Significant difference at the 95% confidence level

Q26. People experience major changes at various stages of their lives. Have you ever experienced any of the
following major life events or changes?
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Baby Boomers Remain Optimistic About Retirement

The recent economic downturn and jobless recovery appear to have had
little impact on Baby Boomers’ retirement outlook. As in 1998, about
seven in 10 (69%) Baby Boomers say they feel optimistic about their
retirement. Moreover, 46% of Boomers say their retirement outlook has
changed for the better over the past five years, which is nearly three times
the proportion (14%) who describe their outlook as having changed for the
WOrse.

Meaning of Retirement

% of Baby Boomers who say the following statements best describe their feelings

about retirement
W 2003 (n=1200)

01998 (n=2001)

69%
Very/Fairly optimistic
70%
Not too/not at all 30%
optimistic 29%

Q2. As things stand today, which of these statements best describes your feelings as you think about your
retirement years?

Change in Retirement Outlook over the Past Five Years

% of Baby Boomers who say that their outlook on retirement has changed in the
following ways over the past five years

B Changed for the better
OChanged for the worse
OHas not changed at all

(Base: 1200)

40%
46%

14%

Q27. Would you say that your personal outlook for your own retirement has changed for the better, changed for
the worse, or has not changed at all over the past five years?
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Baby Boomers’ positive retirement outlook is likely the result of the
economic gains that this generation has made in recent years. Although the
nation has been in an economic recession, Baby Boomers have made
sizable economic gains as the cohort entered its peak earning years. Since
1998, the median household income of Boomers has increased from
$54,418 to $61,872 according to the U.S. Census.’

Life events that seem most likely to significantly affect Boomers’
retirement vision are becoming a grandparent and surviving an illness.
More than half of Boomers (55%) who have become grandparents in the
past year say that their retirement outlook has changed for the better,
compared to 46% of all Boomers. Twenty-seven percent of those who
have experienced serious illness in the past year say that their outlook has
changed for the worse, compared to 14% of Boomers overall.

Asked why their outlook has improved, Baby Boomers who say their
outlook has changed for the better are most likely to cite three reasons:

e Efforts to save more for retirement (26%),

e Improvements in their financial situation that result from life events
such as having their children move out of the home and paying off
their mortgage (24%), and

e Having a better job today compared to five years ago or
improvements in the business environment (17%).

Among those whose outlook has changed for the worse, the largest share
(38%) blame poor economic conditions. Sixteen percent specifically cite
losing their job.

African Americans Have a Much Improved Retirement Outlook

African Americans (61%) are notably more likely than NH-whites (44%)
or Hispanics (36%) to say their retirement outlook has changed for the
better. This finding is particularly interesting given that African American
Boomers (18%) were more likely than average Boomers (10%) to have
experienced losing a job within the past year. However, despite recent job
losses among a significant proportion of African American Boomers, this
segment of the population is still better off income-wise compared to five
years ago. In 1998, the median household income among African
American Boomers was $43,000. Today it is $51,000, according to the
survey.

¥ Survey results show a similar increase of $52,000 in 1998 to $66,000 in 2003.
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Perhaps explaining their less sanguine outlook, Hispanics are among the
least affluent segments of the Boomer population. Median household
income among this group is $38,000, compared to the Boomer average of
$66,000. It is worth noting that the median income among Hispanics is
depressed because of the inclusion of Spanish-dominant Hispanics in the
sample. Survey results show that the median household income of
English-dominant Hispanics is more than twice that of Spanish-dominant
Hispanics ($63,000 vs. $28,000 respectively).*

* Interviews for this study were conducted by bilingual interviews in the language most
comfortable for Hispanic respondents, either English or Spanish. English-dominant refers
to respondents who were most comfortable completing the survey in English. Spanish-
dominant refers to those who were most comfortable completing the survey in Spanish.
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B. Meaning of Retirement

Despite Optimism, Fewer Boomers Equate Retirement with
Financial Security and Self-Indulgence

Although Baby Boomers remain optimistic about their retirement
prospects, the impact of trying economic times is not lost on this cohort.
There are clear indications that economic events over the past five years
have eroded some of Boomers’ financial expectations for their retirement
years. Indeed, declines in the proportions of Baby Boomers who associate
retirement with financial security and a departure from the workforce
transcend gender, racial, education, and income lines.

Asked in an open-ended question what first comes to mind when thinking
about retirement, down notably since 1998 are the proportions of Baby
Boomers who equate retirement with having enough money and financial
security (31%, compared with 41% in 1998). Even though fairly few
Boomers (14%) defined retirement as not working in 1998, this proportion
has declined even further, down seven points to 7%.

Meaning of Retirement
% of Baby Boomers who say that retirement means the following things to them

(Unaided) Top Responses Shown W 2003 (n=1200)
1998 (n=2001)

*
Relaxation/Free 32%
time/Fun 28%
Having gnoug_h 31%
money/Financial ‘ *
security 41%
. 13%
Travel/Vacations *
16%
. 7%
Not working ‘ *
14%

* Significant difference at the 95% confidence level

Qla. Retirement means different things to different people. Briefly, what are the first things that come to mind
when you think of your retirement years?
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An overall trend emerges when Boomers are asked how well 13 specific
definitions describe their own vision of retirement: Positive associations
with retirement have eroded slightly since 1998, while negative ones have
inched upwards. The largest change is a downward shift in the proportion
of Boomers who feel that their retirement will be a time to indulge
themselves (48%, down seven points since 1998). This decline is further
evidence that Baby Boomers may be developing more conservative
expectations for their retirement years.

There also have been modest downward shifts in the proportions of Baby
Boomers who define retirement as an opportunity to spend more time with
family (72%, down two points since 1998), as a time to pursue their
interests and hobbies (71%, down three points), and as a time of leisure
(63%, down five points). However, these three positive definitions of
retirement remain the top three.

Leading-edge Boomers, those age 53 to 57, who are closest to retirement
age are most likely to have made adjustments in their definition of
retirement since 1998. Down notably since the previous study are the
proportions of Boomers this age who view retirement as a time to pursue
hobbies and interests (67%, down eight points), a time of leisure (54%,
down nine points), and a time to indulge themselves (41%, down 10
points).

Boomer women are particularly likely to have tempered their expectations
for retirement in the past five years.

e 63% of Boomers women view retirement as a time of leisure, down
seven points since 1998.

e 57% consider it a time to do the traveling that they couldn’t do when
they were younger, down seven points

e 48% consider it a time to indulge themselves, down 10 points.

Boomer men are more likely now than five years ago to describe
retirement as a time of increased isolation from society (19%, up six
points) and as a time of boredom (19%, up five points). On other
measures, however, their outlook on retirement has remained unchanged.

Generally, there is little difference between Boomer men’s and Boomer
women’s views of retirement, with one exception: Boomer women are
notably more apt than their male counterparts to view retirement as an
opportunity to socialize more (59% vs. 48% of Boomer men).
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Meaning of Retirement

% of Baby Boomers who say that the following statements accurately describe
their retirement

. W 2003 (n=1200)
(Top 2 Box 4,5 rating) 01998 (n=2001)

72%

Opportunity to spend more time with family 74%

71%
74%

|

Time to pursue interests and hobbies

63%

Time of leisure 6896*

|

57%

Chance to do the traveling you couldn't do
61%

when you were younger

|

54%

More opportunities for socializing 54%

54%

Increased concern and attention to health 54%

48%

Time to indulge yourself 5504

I

]
3
B3

Fewer obligations 46%

. : 23%
Economic hardship 522%
. 20%
End of your productive years 519%
18%
Boredom El 4%
Increased dependence on others for your 17%
personal care 15%
Increased isolation from society 1698
12%

* Significant difference at the 95% confidence level

Q4. Retirement is a state that signifies different things to different people. Thinking about your own situation,
1’d like you to consider whether these items accurately describe what retirement means to you. Using a
scale from 1 to 5, where 1 means it does not describe at all what retirement means to you personally and 5
means it very accurately describes what retirement means to you personally. 1’d like you to consider each
statement.
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African American and Hispanic Boomers are particularly likely to have
developed more conservative and less self-indulgent expectations for their
retirement in recent years. Down notably since 1998 are the proportions of
African Americans who define retirement as a time to pursue hobbies and
interests (65%, down 12 points) and as a chance to do the traveling they
could not do when they were younger (61%, down 11 points).

African American Boomers are markedly more inclined than white-NH
Boomers to define retirement as a time of increased health concerns and as
the end of their productive years. Larger proportions of both African
American and Hispanic Boomers than NH-whites consider retirement a
time of economic hardship, increased dependence on others for personal
care, and increased isolation. Moreover, based on 1998 trend data for
African Americans and NH-whites, the gap between white-NH Boomers’
expectations for retirement and those of minority Boomers appears to be
widening.
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Meaning of Retirement

% of Baby Boomers who say that the following statements accurately describe
their retirement (Top 2 Box 4,5 rating)

White-NH African American Hispanic
2003 1998 2003 1998 2003
(956)  (1525) (309) (230) (301)
% % Pt. Diff % % Pt. Diff. %
Opportunity to spend more time
with your family 73 74 -1 74 74 - 76
Time to pursue hobbies and
interests 72 74 -2 65 77 -12* 63
Time of leisure 63 68 -5* 66 72 -6 67
Chance to do the traveling you
couldn’t do when you were
younger 56 59 -3 61 72 -11* 54
More opportunity for socializing 53 52 +1 61 64 -3 58
Increased concern and attention to
health 53 52 +1 63 64 -1 68
Time to indulge yourself 48 52 -4* 58 66 -8 54
Fewer obligations 44 44 - 49 56 -7 47
Economic hardship 22 21 +1 31 27 +4 37
End of your productive
years 18 17 +1 31 33 -2 35
Boredom 17 13 +4* 22 17 +5 25
Increased dependence on
others for your personal
care 16 14 +2 24 21 +3 35
Increased isolation from
society 15 11 +4 25 15 +10* 28

* Significant difference at the 95% confidence level

Q4. Retirement is a state that signifies different things to different people. Thinking about your own situation,
1’d like you to consider whether these items accurately describe what retirement means to you. Using a
scale from 1 to 5, where 1 means it does not describe at all what retirement means to you personally and 5
means it very accurately describes what retirement means to you personally. 1’d like you to consider each

statement.
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C. Role of Work in Retirement

Most Boomers Expect to Work in Retirement

About eight in 10 (79%) Baby Boomers plan to work in some capacity
during their retirement years, about the same as in 1998. The gap,
however, between those who plan to work part-time for enjoyment’s sake
and those who plan to work part-time for the needed income is shrinking.
In 1998, the proportion of Boomers who planned to work part-time during
retirement for enjoyment’s sake exceeded that of Boomers who planned to
work for the needed income by 12 percentage points (35% vs. 23%,
respectively). Since that time, the gap has dwindled to five percentage
points (30% vs. 25%) primarily because of a decline in the percentage of
Boomers who plan to work only for enjoyment.

Work Plans During Retirement

% of Baby Boomers who say that the following statements best describe what

they think they will be doing during retirement
W 2003 (n=1200)

1998 (n=2001)

79%
80%

|

Working (net)
Working part-time mainly for interest or 30 =
enjoyment's sake 35
Working part-time for the needed 25
income it provides 23

Starting your own business !,1157

Retire from current job/career but work E 7
5

full-time for pay doing something else

Other !

. 20%
Not working at all Em%

1%
4%

* Significant difference at the 95% confidence level

Don't know

[

Q3. Thinking about your employment status in later years, which of these best describes what you think you will
be doing when you retire? Will you...?
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By age, the largest increase since 1998 in the proportion planning not to
work during retirement has occurred among the older of Boomers, those
age 48 to 57, who are closer to retirement age, up seven points to 23%.

Boomer men and women tend to have different plans for the role of work
during their retirement. Women are more inclined than men to plan to
work part-time for the needed income (31% vs. 19% of Boomer men) or to
fully depart from the workforce (23% vs. 16%) during retirement. Indeed,
since 1998 the proportions of women who plan a complete departure from
the workforce has increased by six points to 23%. In contrast, fewer plan
to work for enjoyment’s sake (27%, down nine points).

Boomer men are more prone than their female counterparts to plan to
work part-time for enjoyment (34% vs. 27% of Boomer women) or to start
their own businesses (18% vs. 11%) in retirement. Unlike Boomer
women, their overall plans for work during retirement have not changed
since 1998.

Fewer African Americans Plan to Work for Enjoyment

Fewer African American Boomers now compared to five years ago are
planning to work in retirement for enjoyment’s sake, while more are
planning to work for needed income.

Among Hispanic Boomers there is a clear focus on using retirement to
explore entrepreneurial endeavors. Nearly one-third of Hispanic Boomers
(32%) plan to start their own business during retirement. This is nearly
double the proportion of total Boomers who plan to choose this work path
in retirement.

Although the proportion of African Americans who desire to start their
own business during retirement has declined somewhat since 1998, both
African Americans and Hispanics remain more inclined than NH-whites to
plan to start their own businesses during retirement (Hispanics: 32%;
African Americans: 27%; NH-whites: 12%). White-NH Boomers, in
contrast, are more prone than either group to plan to work part-time for
interest or enjoyment’s sake. About one-fifth of white-NH and African
American Boomers plan to withdraw entirely from the workforce during
retirement, compared to 12% of Hispanic Boomers.
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Work Plans During Retirement

% of Baby Boomers who say that the following statements best describe what
they think they’ll be doing during retirement

White-NH African American Hispanic
2003 1998 2003 1998 2003
(956) (1525) (309) (230) (301)
% % Pt. Diff % % Pt. Diff. %
Work (net) 79 79 - 78 83 -7 80
Work part-time mainly for interest
or enjoyment’s sake 33 36 -3 17 26 -9* 19
Work part-time mainly for the
needed income it provides 25 23 +2 26 20 +6 18
Start your own business 12 14 -2 27 34 -7 32
Retire from your current job/career
but work full-time for pay doing
something else 7 5 +2 7 4 +3 10
Other 2 - - 1 - - -
Not work at all 20 17 +3 19 14 +5 12
Don’t know 1 4 -3 2 3 -1 8

Q3. Thinking about your employment status in later years, which of these best describes what you think you will

be doing when you retire? Will you...?
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Many Boomers Want to Keep Working in Retirement

Although many Boomers anxiously await retirement, it remains clear that
work will play a critical role in this generation’s retirement years. Forty-
three percent of Boomers say they can’t wait to retire, but nearly as many
say that they will not want to stop working (37%). Hence, while many will
remain in the workforce past retirement age for needed income, a
considerable proportion will also work primarily because they want to, not
because they have to.

More Boomer men than Boomer women say they will not want to stop
working in retirement (41% vs. 33%). This is consistent with the larger
proportions of men than women who plan to work for enjoyment’s sake or
to start their own businesses in retirement.

Hispanics (54%) are markedly more inclined than other Boomers (white-
NH: 36%; African American: 40%) to say they will not want to stop
working once they reach retirement age. In contrast, African Americans
(49%) and NH-whites (43%) are more likely than Hispanics (35%) to say
they cannot wait to retire. However, as previously stated findings indicate,
a majority of all Boomers, regardless of their race or ethnicity, plan to
work in some capacity past retirement age.

Desire to Retire vs. Desire to Work

% of Baby Boomers who agree with the following statements

(Top 2 Box 4,5 rating) W 2003 (n=1200)

01998 (n=2001)
You can't wait to 43%
retire 42%
You won't want to 37%
stop working 37%

Q25. Using a scale from 1 to 5, where 1 means you completely disagree and 5 means that you completely agree,
I'd like you to consider each statement.
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D. Role of Leisure in Retirement

Recreation, Service Continue to Factor into Boomers’
Expectations for Retirement

Inching closer to retirement age has not changed Boomers’ expectations
for their recreational time during their later years. As in 1998, about seven
in 10 Boomers expect to have plenty of leisure time during their retirement
(68%), and about as many say they have a hobby or interest that they will
dedicate more time to during retirement (70%).

About half (51%, similar to the proportion reported in 1998) expect to
dedicate time to community service and volunteering during their
retirement years. This is only slightly more than the proportion of
Boomers (46%) who volunteered their time to a charity or cause in the
past month.

Boomers who have a strong interest in volunteer service now will likely
maintain their interest in these types of activities during retirement. More
than six in 10 (62%) Boomers who currently volunteer expect to devote
more time to service in retirement, versus 36% of Boomers who are not
actively engaged in volunteering now.

Plans for Volunteering in Retirement

% of Baby Boomers who expect to devote more time to community service or
volunteering activities in retirement

N Expect to devote more time to volunteering (5,4, rating)

O Do not expect to devote more time to volunteering (2,1 rating)

62%

36% 34%

14%

Have volunteered in past year Have not volunteered in past year

Q25. Using a scale from 1 to 5, where 1 means it does not describe at all what retirement means to you
personally and 5 means it very accurately describes what retirement means to you personally. I’d like
you to consider each statement. ONLY ITEM RELATED TO VOLUNTEERING SHOWN
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Boomers’ expectations for traveling more than most people during
retirement have also remained fairly constant since 1998, with roughly
one-third expecting to do so.

By age, there is data to suggest that Boomers will adjust their expectations
for leisure and travel, as they get closer to retirement age. Leading-edge
Boomers (age 53 to 57) who are closest to retirement age are less likely
than their younger counterparts to anticipate having time to pursue hobbies
and interests and to travel more than most people their age in retirement.
Moreover, since 1998 the proportions of older Boomers who expect to
have time to pursue their interests in retirement (67%, down eight points
since 1998) and to travel more than others (30%, down eight points) have
declined, while the proportions of younger Boomers who share these
views have remained stable.

Women’s expectations for leisure time and activities during retirement are
somewhat more conservative now compared to five years ago. Fewer
women Boomers now than in 1998 expect to have plenty of time for
recreation (67%, down seven points) or to travel more than most others
their age (29% down seven points) in retirement.

Although Boomer men’s leisure expectations for their retirement are
mostly unchanged since 1998, more anticipate devoting time to
community service (48%, up six points).

Generally, there is little difference between Boomer men’s and Boomer
women’s leisure expectations for retirement, except that men are more apt
than women to expect to travel more than most people their age during
retirement (39% Boomer men vs. 29% Boomer women).
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Boomers’ Expectations for Leisure Time and Activities

% of Baby Boomers who agree with the following statements
(Top 2 Box 4,5 rating)

M 2003 (n=1200)
01998 (n=2001)

You have a hobby or special interest that

70%
you'll dedicate a lot more time to when you
retire 2%
68%
You'll have plenty of time for recreation *
2%

You expect to devote more time to

51%
community service or volunteering activities

I

49%

You expect to travel more than most people
your age

34%

1

38%

* Significant difference at the 95% confidence level

Q6a./Q11./Q25. Using a scale from 1 to 5, where 1 means it does not describe at all what retirement means to
you personally and 5 means it very accurately describes what retirement means to you

personally. 1’d like you to consider each statement. ONLY ITEMS RELATED TO TRAVEL,
LEISURE, HOBBIES, AND INTERESTS FROM EACH QUESTION ARE SHOWN.
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Boomers’ expectations for their leisure time activities during retirement do
not vary widely by race, with one exception. African American (47%) and
Hispanic (42%) Boomers are considerably more inclined than are white-
NH Boomers (32%) to expect to travel more than most people their age
during retirement.

With respect to changes in minority Boomers’ leisure expectations during
retirement, there has been a notable decline since 1998 in the proportion of
African Americans who say they have a hobby or interest that they will
dedicate a lot of time to during retirement (66%, down 11 points since
1998). Leisure time expectations among NH-whites have remained stable
since 1998.

Boomers’ Expectations for Leisure Time and Activities

% of Baby Boomers who agree with the following statements

(Top 2 Box 4,5 rating)

White-NH African American Hispanic
2003 1998 2003 1998 2003
(956) (1525) (309) (230) (301)
% % Pt. Diff | % % Pt. Diff. %
You have a hobby or special interest
that you’ll dedicate a lot more time
to when you retire 71 72 -1 66 77 -11* 65
You’ll have plenty of time for
recreation 69 72 -3 70 74 -4 63
You expect to devote more time to
community service or volunteer
activities 50 48 +2 57 52 +5 53
You expect to travel more than most
people your age 32 35 -3 47 53 -6 42

* Significant difference at the 95% confidence level

Q6a./Q11./Q25. Using a scale from 1 to 5, where 1 means it does not describe at all what retirement means to you personally and 5
means it very accurately describes what retirement means to you personally. I’d like you to consider each statement.
ONLY ITEMS RELATED TO TRAVEL,LEISURE, HOBBIES, AND INTERESTS FROM EACH QUESTION ARE
SHOWN.
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E. Attitudes About Social Security and Medicare

More Favorable Views on Social Security Since 1998

Baby Boomers are far more likely now compared to a few years ago to
describe themselves as knowledgeable about and favorably predisposed
toward Social Security. Since 1998, the proportion of Boomers who say
they have a very or somewhat favorable view of Social Security has
increased from a slim majority of 56% to more than seven in 10 (71%).
Also up notably are those who consider themselves to be at least
somewhat knowledgeable about the system (67%, up 13 points).

The most dramatic shift, however, is a 19-point increase in the proportion
of Boomers who expect Social Security to be available to them when they
retire. In 1998, just over one-third of Boomers were confident that Social
Security would be available upon their retirement. Today that proportion
is up to 54%. Boomers’ growing confidence in Social Security may, in
part, reflect declining confidence in the stock market and American
business more generally.

Attitudes Toward and Knowledge of Social Security

W 2003 (n=1200
% of Baby Boomers who ... 001998 EnzZOOlg

*
Have a very/somewhat favorable view of 71%
Social Security 56%
Are very/somewhat knowledgeable about 67%*
Social Security 54%

x
Are very/somewhat confident that Social 54%
Security will be available when you retire 35%

* Significant difference at the 95% confidence level

Q21./Q22./Q24. When discussions come up about Social Security, how knowledgeable do you feel about how
the Social Security system works? / Based on what you've heard, read, or experienced with
Social Security, what is your overall view of the program? / How confident are you that Social
Security will still be available to you when you retire?
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As might be expected, older Boomers are more confident in the Social
Security system than younger ones (53-57: 68%; 48-52: 55%; 43-47: 49%;
38-42: 44%). This has historically been the case: the closer one gets to
retirement, the more likely one is to have faith in Social Security. Further
analysis of this trend is provided at the end of this section.

Increases in favorable views of Social Security transcend sex. However,
Boomer women are much more likely than Boomer men to expect to
depend heavily on the system in retirement. Half (50%) of Boomer women
say that, if Social Security benefits were not available, it would have a
major impact on their retirement, compared to 40% of Boomer men.

Favorable views and levels of confidence in Social Security are also quite
consistent by race and ethnicity. However, African American and
Hispanic Boomers are more inclined than white-NH Boomers to expect to
rely on Social Security for all or most of their income during retirement
(Hispanics: 36%; African Americans: 26%; NH-whites: 14%).

With respect to knowledge about the system, Hispanic Boomers (49%) are
less likely than are NH-whites (68%) and African Americans (64%) to
consider themselves knowledgeable about the system.

Attitudes Toward and Knowledge of Social Security
% of Baby Boomers who ...

White-NH African American Hispanic
2003 1998 2003 1998 2003
(956) (1525) (309) (230) (301)
% % Pt. Diff | % % Pt. Diff. %
Have a very/somewhat favorable
view of Social Security 70 54 +16* 71 65 +6 66
Are very/somewhat knowledgeable
about Social Security 68 54 +14* 64 56 +8 49
Are very/somewhat confident that
Social Security will be available
when you retire 54 33 +21* 54 40 +14* 52

* Significant difference at the 95% confidence level

Q21./Q22./Q24. When discussions come up about Social Security, how knowledgeable do you feel about how
the Social Security system works? / Based on what you've heard, read, or experienced with
Social Security, what is your overall view of the program? / How confident are you that Social
Security will still be available to you when you retire?
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Knowledge of Social Security Has Little Impact on Boomers’
Perceptions of the System

There appears to be no relationship between how much Boomers say they
know about Social Security and their attitudes toward the system.
Moreover, the sweeping shifts in Boomers’ overall attitudes toward and
confidence in Social Security have occurred among Boomers who are
knowledgeable about the system and those who are not. Indeed, even
more dramatic increases in favorable perceptions of Social Security have
occurred among those who claim to know little or nothing about the
system than among those who claim to know more about it.

e 72% of Boomers who say they are very or somewhat knowledgeable
about Social Security have a favorable opinion of the system, up from
61% in 1998

e 68% of Boomers who say they are not very or not at all knowledgeable
about Social Security have a favorable opinion of it, up from 49% in
1998

Similarly, Boomers’ confidence in Social Security seems unrelated to how
knowledgeable they are about the system. However, Boomers who are
knowledgeable about the Social Security, as well as those who are not, are
both more likely now than five years ago to feel confident that the system
will be available when they are ready to retire.

e 56% of Boomers who say they are very or somewhat knowledgeable
about Social Security are confident that it will be available to them
when they retire, up from 41% in 1998

e 49% of Boomers who say they are not very or not at all knowledgeable
about Social Security are confident that it will be available to them
when they retire, up from 29% in 1998
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Half of Boomers Are Confident That Medicare Will Be Available
When They Retire

There has been a notable increase in the proportion of Baby Boomers who
are confident that Medicare will be available when they reach age 65, up
eight points to 47%. Here again, confidence in the system is highest (56%)
among the oldest Boomers aged 53 to 57.

Perhaps because Boomers are inching closer to retirement age, and many
may find themselves dependent upon the system in the future, more are
familiarizing themselves with Medicare. Fifty-four percent of Boomers
say they are knowledgeable about Medicare, compared with 45% in 1998.

The increase in self-reported knowledge of Medicare has been driven by
shifts among the older half of Boomers, those age 48 to 53. Sixty-two
percent of Boomers this age consider themselves knowledgeable about
Medicare, up from 51% of the cohort in 1998. The proportion of younger
Boomers who consider themselves knowledgeable about Medicare has
remained stable since 1998 and considerably smaller than the proportion
of older Boomers who consider themselves knowledgeable about the
system (48% vs. 62% respectively).

Boomer men and Boomer women share similar attitudes toward and
confidence in Medicare.

Attitudes Toward and Knowledge of Medicare

W 2003 (n=1200)
% of Baby Boomers who ... 01998 (n=2001)

63%
61%

Have a very/somewhat favorable view of
Medicare

|

Are very/somewhat knowledgeable about 54% *
Medicare 45%

|

*
Are very/somewhat confident that Medicare 47%
will be available when you reach age 65 39%

|

* Significant difference at the 95% confidence level
Q13./Q12./Q15. When discussions come up about Medicare, how knowledgeable do you feel about how the
Medicare system works? / Based on what you've heard, read, or experienced with Medicare,
what is your overall view of the program? / How confident are you that Medicare will still be
available to you when you reach age 65?
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Boomers’ current opinion of and confidence in Medicare do not vary
markedly by race. However, as with Social Security, Hispanic Boomers
are less likely than other groups to consider themselves knowledgeable
about the system.

Attitudes Toward and Knowledge of Medicare

% of Baby Boomers who ...

White-NH African American Hispanic
2003 1998 2003 1998 2003
(956) (1525) (309) (230) (301)
% % Pt. Diff | % % Pt. Diff. %
Have a very/somewhat favorable
view of Medicare 62 60 +2 67 65 +2 63
Are very/somewhat knowledgeable
about Medicare 53 45 +8* 58 52 +6 43
Are very/somewhat confident that
Medicare will be available when
you reach age 65 48 40 +8* 41 33 +8 48

* Significant difference at the 95% confidence level

Q13./Q12./Q15. When discussions come up about Medicare, how knowledgeable do you feel about how the
Medicare system works? / Based on what you've heard, read, or experienced with Medicare, what is
your overall view of the program? / How confident are you that Medicare will still be available to you
when you reach age 65?
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Boomers Have a Fairly Accurate Understanding of Medicare
Benefits

A majority of Boomers (69%, down six points since 1998) rightly believe
that Medicare covers hospital stays. Nearly as many are also correct in
assuming that the system covers laboratory tests and X-rays.

Somewhat fewer (56%), however, understand that Medicare does not
cover long-term nursing home care. Indeed, 30% of Baby Boomers
mistakenly believe that Medicare covers this type of care.

Boomers’ understanding of the benefits covered by Medicare do not vary
by sex.

Understanding of the Types of Care Covered by Medicare

% of Baby Boomers who think the following statements about Medicare are true

W 2003 (n=1200)
01998 (n=2001)

Medicare covers 69%
hospital stays 7506°

|

Medicare covers
laboratory tests and

64%

|

X-rays 63%
Medicare covers _ﬁ(‘)%
long-term nursing %
home care 34%

* Significant difference at the 95% confidence level

Q14. Please tell me whether to the best of your knowledge the following statements about Medicare coverage
are true or not true...
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African American and Hispanic Boomers are more inclined than NH-
whites to overestimate the types of services covered by Medicare,
specifically with respect to long-term care benefits. More than four in 10
Hispanic (43%) and African American (42%) Boomers wrongly believe
that Medicare covers long-term nursing home care, compared to 28% of
NH-whites. Moreover, Hispanic (32%) and African American (20%)
Boomers are far more likely than NH-whites (14%) to say that they do not
know if Medicare covers this type of care.

Hispanic Boomers are roughly two to three times more likely than others
to say they do not know whether or not Medicare covers laboratory tests
and X-rays (Hispanic: 29%; African Americans: 16%; White-NH: 15%) or
hospital stays (Hispanic: 28%; African Americans:10%; White-NH: 12%).

Understanding of the Types of Care Covered by Medicare

% of Baby Boomers who think the following statements about Medicare are true

White-NH African American Hispanic
2003 1998 2003 1998 2003
(956) (1525) (309) (230) (301)
% % Pt. Diff | % % Pt. Diff. %
Medicare covers hospital stays 69 76 -7 67 72 -5 59
Medicare covers laboratory tests
and X-rays 66 63 +3 63 60 +3 57
Medicare covers long-term nursing
home care 28 33 -5* 42 38 +4 43

* Significant difference at the 95% confidence level

Q14. Please tell me whether to the best of your knowledge the following statements about Medicare coverage
are true or not true...
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Knowledge of Medicare Boosts Confidence in the System

The Medicare system has undergone sweeping reforms in the past year.
Findings from this survey indicate that improving Boomers’ understanding
of Medicare will likely improve their opinions of the system and boost
their confidence in it.

Boomers who consider themselves very or somewhat knowledgeable
about Medicare (70%) are considerably more inclined than other Boomers
(56%) to have favorable opinions of the system. In addition, Medicare-
knowledgeable Boomers are more likely than others to feel confident that
the system will be available for them when they reach age 65 (51% vs.
43% respectively). Moreover, faith in the system among Medicare-
knowledgeable Boomers is up compared to five years ago (51%, up from
42% in 1998).

Attitudes Toward and Knowledge of Medicare

% of Baby Boomers who are ...

B Very/somewhat knowledgeable about Medicare (n=666)
O Not too/Not at all knowledgeable about Medicare (n=533)

*
Have a very/somewhat favorable view of 70%
Medicare 56%
i i 51% *
Are very/somewhat confident that Medicare 0
will be available when you reach age 65 43%

* Significant difference at the 95% confidence level

Q13./Q12./Q15. When discussions come up about Medicare, how knowledgeable do you feel about how the
Medicare system works? / Based on what you've heard, read, or experienced with Medicare,
what is your overall view of the program? / How confident are you that Medicare will still be
available to you when you reach age 65?
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As Age Increases, So Does Confidence in Medicare and Social
Security

A comparison between the 1998 and 2003 data, which focuses on age and
confidence in Medicare and Social Security, finds a positive correlation
between age and confidence in these systems.

As the following charts show, as age increases, so does people’s
confidence in these systems. For example, confidence in Medicare
availability increases steadily from age 33 to 57, hitting a high of 56%
among the oldest group of Boomers. However, the most significant
increased in confidence in Medicare since 1998 have occurred among the
oldest and youngest Boomer age segments.

Similarly, for Social Security, confidence rises steadily, and then hits a
high of 68% among the oldest group of Boomers. As with Medicare, the
largest gains in confidence in Social Security since 1998 have occurred
among the oldest and youngest Boomer age segments.

Confidence in Medicare, by Age Cohort

% of Baby Boomers who say they are confident Medicare will still be available
when they reach age 65

Age W 2003 Pt. Change
Age 01998 since 1998
53‘57 ‘03 56% +8~k
48-52 ‘98 48%
48-52 '03
48% +
43-47 ‘98 0 5
43%
.42 90 7
37%
38-42 ‘03
. 40% +10*
33.37 ‘08 ”
* Significant difference at the 95% confidence level
Q15. How confident are you that Medicare will still be available for you when you reach age 65?
Prepared by RoperASW for AARP May 2004
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Confidence in Social Security, by Age Cohort

% of Baby Boomers who say they are confident Social Security will still be
available when they retire

A Pt. Change
ge E%ggg since 1998
2o
o298 46%
ek
39%
43-47 ‘03 *
38.42 ‘o8 q 49% +15
34%
38-42 ‘03
33.37 08 F 44% 21
23%

* Significant difference at the 95% confidence level

Q. 24. How confident are you that Social Security will still be available to you when you retire?

To further examine the positive correlation between increasing age and
increasing confidence in Medicare and Social Security, an additional
statistical analysis was applied. In utilizing a T-test, we reexamined the
data from 1998 and 2003 on Boomers’ confidence that the Medicare and
Social Security systems will be available to them when they retire.

The five-year passage of time between the data sets from 1998 and 2003
means that, when comparing the cohorts, three age breaks are common to
both sets of data (ages 38-42; 43-47; 48-52); Two additional age groups
are not common to both data sets: the youngest age group from the 1998
data set (33-37 year olds) and the oldest age group from 2003 (53-57 year
olds).
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These two additional age groups (the youngest group and the oldest group)
were removed from the data set. In retabulating the data, we find that,
when we control for age, several interesting findings emerge:

e Interms of confidence in Medicare, when we control for age, there is
almost no difference between the data sets in confidence in the
Medicare system: the average percentage confident in 1998 is 44%
and the average percentage confident in 2003 is 42%. However, when
the oldest group is included in the 2003 data, there is an eight-point
increase in confidence in Medicare between 1998 and 2003, meaning
that all of this increase can be attributed to the oldest age category of
Boomers (those age 53-57).

Confidence in Medicare, Controlling for Age

% of Baby Boomers who say they are confident Medicare will still be available
when they reach age 65

Age 2003 Pt. Changes
Age 01998 since 1998
48-52 48% 0
48%
43-47 43% -1
44%
38-42 40% +3

37%

|

Q15. How confident are you that Medicare will still be available for you when you reach age 65?
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e Turning to Social Security, when we control for age, there is a 10-
point difference between age and confidence in Social Security: the
average percentage confident in 1998 is 39% and the average
confident in 2003 is 49%. When the oldest group is put back into the
2003 data, there is a 22-point increase in confidence in Social Security,
meaning that nearly half of the increase can be attributable to age. Itis
likely that the rest of the increase in confidence in Social Security is
attributable to the differences between the political and media climates
in 1998 and 2003 regarding the soundness and future viability of the
Social Security system.

Confidence in Social Security, by Age Cohort

% of Baby Boomers who say they are confident Social Security will still be
available when they retire

H 2003 Pt. Change
Age 01998 since 1998
48-52 55% +9*
46%
43-47 49% +10*
39%
38-42 44% +10*

34%

|

* Significant difference at the 95% confidence level

Q. 24. How confident