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Foreword

THE SOCIAL SECURITY ADMINISTRATION is directly concerned with the
trend toward early retirement in this country and the factors
responsible for it. Time free of work continues to increase as
technological advances lessen manpower requirements and scientific
advances add to life expectancy. With nonworking time increasingly
channeled into the period of retirement under these dual pressures, our
concern is whether the retirement years are turned to productive
leisure or whether, instead, they represent an extended period of social
and economic deprivation.

This study draws comparisons between the work and leisure pattern
of the United States, with its growing tendency toward retirement
below age 65, and the patterns of certain Western European countries.
There the author finds no comparable trend toward early retirement,
and in some cases she finds encouragement of workers to remain in the
labor force beyond age 65. The author suggests that there may be
advantages both to the economy and to the individual worker in dis-
tributing (and therefore financing) added leisure within the frame-
work of the worklife. This might take the form of longer vacation
periods, retraining periods, and shorter workweeks.

The Office of Research and Statistics was fortunate in being able to
arrange a contract with Duke University for Juanita Kreps, professor
of economics, to make this report. We are pleased to publish it in our
Research Report series. The author’s career in teaching and writing
reflects a longstanding interest in the problems of retirement and
income of the aged. Although her opinions are not necessarily those
of the Social Security Administration, we think the report makes a
provocative addition to our extensive studies, both completed and
underway, of retirement problems and ways of meeting them.

Ipa C. MErr1IAM,
Assistant Commissioner for Research and Statistics.
OctoBER 1967.
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Preface

TH1s sTUDY raises the question of whether the increase in nonworking
time in certain high-growth European economies has differed in
amount and form from the pattern that has developed in the United
States since 1950. The major portion of the analysis deals with the
extent and manner by which the workyear has been shortened in
selected countries—the United Kingdom, the Federal Republic of
Germany, Sweden, Switzerland, and the United States—and with the
reduction in labor force activity of certain groups, notably the young
and the elderly. While the trend toward early retirement in this
country may be primarily a reflection of lack of job opportunities for
men in their early sixties rather than desire for more leisure in this
form, an examination of leisure patterns in fully employed economies
may reveal different choices as to both the amount and timing of
leisure.

Although subject to severe limitations on the availability of com-
parable data, the study reveals no discernible decline in retirement
age in any of the European nations studied. Even when the pension-
able age is 67 rather than 65, any increase in leisure appears in some
other form: a shortened workweek, lengthened vacation time, or post-
poned entry into the labor force. Moreover, future increases in non-
working time appear to be earmarked for still further growth of
leisure in these forms, with no evidence of a preference for reductions
in work during later years. Under the pressure of extremely tight
labor markets, the nations of Western Europe advocate flexible retire-
ment policies, often providing higher benefits as an inducement to
keep retirement-age workers on the job.

These tentative findings point up the importance of further exami-
nation of the growth of nonworking time in the United States and
the necessity for making explicit the possible choices as to the use of
this free time. Assuming a continuation of present productivity trends,
economic growth could confer an enormous increase in leisure during
the next two decades. If a substantial proportion of this free time is
to accrue in the form of retirement, public and private income-
maintenance arrangements will need to be reexamined, since the longer
the retirement period and the more bunched the earnings into the
middle years, the greater will be the necessary transfer of income from
workers to nonworkers. Thus in a curious way the more productive the
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economy, the more pronounced the problem of smoothing earnings
throughout the lifespan.

A number of social scientists and public officials were helpful in
providing data and offering their views on developments in their
own countries. While in Geneva, the author received a great deal of
help from Mr. Archie Evans, Chief of the Conditions of Work Branch,
International Labour Office, and his staff. In Bern, Switzerland, as-
sistance was given by Dr. Arnold Saxer, Frau Gabrielle Vetsch, and
Frau L. Oberli, Bundesamt fiir Sozialversicherung; and by Mr. Alfred
Hegner, Director of the program Aktion P. In Frankfurt and Bonn,
Mr. Peter Ledig, Rationalisierungs-Kuratorium der Deutschen Wirt-
schaft; Mr. Emst Leuninger, Director, Landesversicherungsanstalt
Hessen ; Dr. Kurt Jantz, Mr. Georg Tietz, and Dr. Hartmut Hansen,
Bundesministerium fiir Arbeit und Sczialordnung; and the staff of
Bundesvereinigung Deutscher Arbeitgeberverbande, were generous
with their time and data.

Mr. C. M. Regan of the Ministry of Pensions and National Insurance
was of great assistance both in arranging interviews with economists
in his Ministry and the Ministry of Labour in London and in discuss-
ing the details of the present pension scheme in the United Kingdom.
Mr. A. Patterson prepared data on pensions in various countries and
made valuable suggestions ; Mr. Douglas R. Toovey of the Ministry of
Labour gave the author further suggestions. Information on the
Swedish system was provided primarily by Mr. Sven O. Hydén,
Forsikringsholaget Pensiongaranti, Omsesidigt. Finally, the author
would like to acknowledge the detailed listing of data sources prepared
by the staff of Mr. William C. Shelton, Chief of the Division of
Foreign Labor Conditions of the Bureau of Labor Statistics in the
United States, and the advice of Mr. William Gerber of that Division.
Needless to say, none of these persons is responsible for the author’s
interpretations or conclusions.

The author’s research was supported by the Office of Research and
Statistics of the Social Security Administration and by the Duke
University Research Council.

Juanira M. Kreps
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Early Retirement
in the United States

Tug DRIFT TOWARD early retirement in the United States poses ques-
tions of both immediate and longrun significance. Currently, concern
arises from the fact that benefits paid to early retirees are usually much
lower than those paid to men who retire at age 66 or later. During 1964,
for example, the average monthly benefit paid to men retiring before
65 was $75, as compared with an average of $105 for men retiring at
65 years of age or later. The full benefit is inadequate when it is the
only source of income and, clearly, retirees cannot be expected to live
on the reduced pension. The Advisory Council on Social Security has
pointed out that as a result many older persons will have to seek old-
age assistance.* Such a development would in the long run reverse the
gradually declining role played by old-age assistance, adding to the
assistance rolls Oaspmr beneficiaries, who, according to our earlier
expectations, were to acquire adequate retirement pensions.

AREAS FOR RESEARCH

In order to formulate policies for dealing with the issues related to
early retirement, the Council suggested the accumulation of data on
the work experience and financial status of the early retiree. It is
important to know whether he was a full-time worker or only inter-
mittently employed, how often he was the primary wage earner in the
family, the level of his skill and the extent of demand for such skill,
how often his retirement was voluntary, and what his recent employ-
ment/unemployment pattern has been. Such data will sharpen the
profile of the early retiree, although the general outline has already
emerged : he is less often voluntarily retired and he has “lower employ-
ment rates, worse health, and lower incomes than older beneficiaries.” ?

1he Status of the Social Security Program and Recommendations for its

Improvement, Report of the Advisory Council on Social Security (Washington:
U.S. Government Printing Office, 1965), p. b7.

2T,enore A. Epstein, “Early Retirement and Work-Life Experience,” Social
Security Bulletin, XXIX (March 1966), 4.
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Further extensive study is now being devoted to the characteristics of
the early retiree.®

In addition to informaticn that will be forthcoming from such
study, other aspects of social policy need to be reexamined in the light
of current practice. Demographic developments of the 1950’s and
1960’s—in particular, the swell in the labor force occasioned by the
entrance of large numbers of young workers—have clearly led to
attempts to drain off labor at the other end of worklife. New tech-
nologies have reduced the labor requirements per unit of output,
making it possible to reduce working time further still. The rate of
economic growth necessary to maintain full employment, given these
demographic and technological conditions, has been inadequate. The
impact of the resulting unemployment has been on those workers who
suffer some disadvantage in the labor market: the nonwhite, the in-
experienced, the poorly educated, the older worker. In the case of
many workers in the 62-64 age group, reclassification from an unem-
ployment to a retirement status provides a welcome source of support,
but it also commits the early retiree to a reduced pension throughout
his lengthened retirement period.
~If slow growth and unemployment rather than a desire for
increased leisure in old age are the primary explanation for early
retirement, it follows that a tightening of the labor market would tend
to draw early retirees back into jobs, assuming no institutional re-
straints. Moreover, it implies that in fully employed economies, with
no pressures for early withdrawal from the labor force, workers would
generally continue to work until at least pensionable age. Finally, one
could hypothesize that, given the freedom to choose the form in which
leisure is taken, workers would choose a pattern of a more even dis-
tribution of leisure and work throughout the lifespan rather than a
shortening of potential worklife. The advantages of the former pattern
and the historical trend in this direction were discussed by Clarence
Long nearly a decade ago.*

The question that now arises is whether in the United States a
shortening of worklife may not be emerging in contrast to the earlier
pattern of shortening of the workyear. During this century a decline in
the labor force participation rate for men has been offset by a rise in
that for women with the result that the combined rate for 1965 (56.7)
was very near the 1900 proportion (53.7). These overall trends con-
ceal important changes in the labor force activity of older men. Among

® Studies underway or in prospect by the Social Security Administration in-
clude analyses of why workers retire, their earnings and employment character-
istics, labor force and industrial pension developments, and effects of social
security changes.

4 Clarence D. Long, The Labor Force Under Ohanging Income and Employ-
ment (Princeton: Princeton University Press, 1958), pp. 24-25.
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men aged 65 and over the rate dropped from 63.1 in 1900 to 26.9 in
1965 ; for men aged 60-64 the 1965 rate was down to 76.5 (in contras
to 94.3 for men aged 45-54) ° :
One research approach that is indicated is an evaluation of the ef-
fects on retirement of diverse pressures in the United States:.on one
hand, increased job demands arising from current military expendi-
tures and, on the other, inducements to early retirement offered by
contractual agreements, particularly in the automobile industry. Un-
employment remains high in some areas, and for some time there may
be enough slack in the labor market to malke it difficult for older dis-
placed workers to find new jobs. :
Through another avenue of research, one may gain insight into
workers’ preferences as to the amount of leisure and iis apportionment
among various forms—shorter hours, longer holidays, postponed
entry into and early retirement from the labor force—by study-
ing the patterns that have emerged in Western European countries
during the postwar period. These countries have been characterized by
high rates of growth and extremely low levels of unemployment; in
fact, scarce labor persists as.one of their major problems. Insofar as
leisure time has grown, therefore, the growth is likely to reflect a
genuine preference for free time rather than a desire for more goods
and services. .
The allocation of any increase in free time in such an environment
would be of considerable interest. Given such freedom of choice as
full-employment conditions confer, do workers choose to take addi-
tional free time by keeping young people in school longer or retiring
older workers sooner than previously ¢ Or do they prefer to have their
leisure apportioned over the worklife span, with longer holidays and

shorter working hours? To the extent that they choose to shorten the

worklife span, it becomes necessary to reexamine income-maintenance
policies.

NONWORKING TIME IN FULLY EMPLOYED ECONOMIES

This study examines current patterns of leisure time in selected
Western European countries that have experienced high growth and
low unemployment rates during the postwar period. These patterns,
together with a review of recent changes in hours of work, annual holi-
days, and labor force activity rates for young and older workers,
indicate the kinds of leisure choices being made under economic condi-
tions that encourage increased working time rather than greater

s U.S. Bureau of the Census, Historical Statistics of the United States, Colonial
Times to 1957 (Washington : U.S. Government Printing Office, 1960), p. 71; U.8.
Department of Labor, Manpower Report of the President, 1966 (Washington :
U.8. Government Printing Office, 1966), table E-2.

3




leisure. The primary question is whether nonworking time in these
countries differs in amount or form from that in the United States
where leisure appears to have been growing as a byproduct of a job
shortage. If there is a substantially smaller amount of leisure in
countries that, having full employment, have somewhat more option
between goods and leisure, one may question whether the increase
in free time during the slow-growth period in the United States
has any great utility. Or he may reason that with higher incomes work-
ers choose to distribute time more heavily in favor of leisure; the
United States, having the highest income levels, thus has the greatest
amount of free time.® To the extent that the apportionment of non-
working time in the two cases is different, one must ask whether this
difference reflects variations in workers’ preferences or whether it
has developed from institutional arrangements that make some forms
of leisure easier to accommodate.

* Within the overall context of nonworking time, the study raises
certain questions regarding retirement in the two situations. This form
of leisure is of special significance. The fact that a shortened work-
‘year is financed within the regular wage scheme, whereas longer re-
tirement periods necessitate larger transfers of income from working
to nonworking persons, places the retirement form of leisure in a
special category, involving important differences in financial and
‘institutional arrangements. It is therefore necessary to consider retire-
ment benefits in relation to earnings, the existence or nonexistence of
retirement tests, and reductions in benefits for early (or increased
payments for postponed) retirement in the different countries.

THE PLAN OF STUDY

Before narrowing the analysis to nonworking time patterns in five
selected countries—the Federal Republic of Germany, Switzerland,
Sweden, the United Kingdom, and the United States—a survey of
labor force activity rates in a large number of countries is reviewed.
These data, available primarily from the censuses of the various coun-
tries, allow some broad generalizations on the relation between stage of
economic development and work activity, in general and by age
groups. Although there is a lack of common definitions and there are
differences in date of collection, it is nevertheless worthwhile to
attempt some general comparisons of the division of work and leisure
in different countries.

Following the discussion of activity rates in countries broadly
classified on the basis of stage of industrialization, the study turns to
postwar leisure patterns in the five selected countries, noting particu-

* See Gordon C. Winston, “An International Comparison of Income and Hours
of Work,” Review of Bconomics and Statistics, XL VIII (February 1966), 28-39.
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_larly the extent to which free time has grown and the form of this

growth during the 1950’s. Attention is given to income levels and the
relationship of income to leisure time. In this major section of the
study, tentative comparisons indicate the differences between non-
working-time patterns in the United States and those in the selected
countries of Western Europe.

The final chapter considers the macroeconomic question of the allo-
cation of national product between workers and nonworkers and sug-
gests that the question also be viewed microeconomically, i.e., from the
position of the individual family’s cycle of needs and income. Further
research is indicated in areas of leisure and income maintenance dur-
ing retirement—research that might well be pursued under the rubric
of the lifetime allocation of work, leisure, and income. In the absence
of serious consideration of these questions, future retirement policy
may fail either to reflect workers’ true preferences as to the distribu-
tion of work and leisure or to permit the most desirable temporal dis-
tribution of income,




2 International Comparisons
of Labor Force Activity

INTERPRETATION of the relative values pleced on income, work, and
leisure requires country-by-country data on labor force activity by age
and sex and, in addition, annual hours of work and earnings. Important
sources of data are the United Nations, especially the International
Labour Office, and other international organizations such as the Euro-
pean Economic Community and the Organization for Economic Coop-
eration and Development.

ACTIVITY RATES AND ECONOMIC DEVELOPMENT

From censuses taken mainly in the years 1950 and 1951, a recent
United Nations study compared crude activity rates (percentages of
the total population that are economically active) for 107 population
groups in 99 geographical areas.® Significant differences in definitinns
and coverage call for caution in interpreting the data, but the study is
nevertheless the most detailed analysis available, and the number of
countries included is far greater than is usually attempted in cross-

national studies.?

Regional rates foir men and women—European countries, which
were fairly homogenous in stage of economic development, in cultural
heritage, and in current demographic pattern, varied little in the pro-
portions of men who were economically active; the crude activity rates
for men in 29 of the 31 areas in Europe fell in the 60- to 69-percent
range, In North America the rates generally fell between 55 and 59 per-
cent, as did typical rates in Middle and South America, despite the fact
that the latter countries have smaller proportions of their populations
in the active age groups. For women, the proportions active ranged
from 10 to 40 percent in Europe and from 15 to 24 percent in North

1 United Nations, Sex and Age Patterns of Participation in Economic Activitics,
Report 1 of Demographic Aspects of Manpower (New York: United Nations,
Department of Economic and Social Affairs, 1962).

2See “Problems of International Comparability of the Census Data on the
Economically Active Population” (ibid.,, pp. 1-3) and “A Note on the Possible
Effect on the Female Activity Patterns by Age of Conceptual Differences in
Enumerating the Economically Active Population” (ibid., p. 78).
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America. In Middle and ‘South American countries, two-thirds of the
reported rates for women fell below 20 percent.® ' '

Rates by stage of industrialization—Classification of 72 of the
countries into three groups—industrialized, semi-industrialized, and
agricultural—revealed a consistent relationship between male activity
rates and the degree of industrialization.! No clear relation obtained
between the crude activity rates for females and the degree of in-
dustrialization, however. When male activity rates were standardized
to remove the effects of differences among countries in age structure of
the population® the average rates were lowest for the industrialized
countries, highest for the agricultural countries (table 1).

TaBLE 1.—Average activity rales for men in countries classified according to degreé
of industrialization, recent population censuses -

Standardized

Degres of industrialization Unadjusted for age
) , structure !

Industrialized countries 2 A 60.5
Semi-industrialized countries? . 62.8
Agricultural countries d. cco._....ccemceuenanonanenmmaanaens

1 Age distribution of men in the Netherlands at the 1947 census was taken as the standard.

2 91 countries having less than 35 percent of active men engaﬁd in agriculture and related activities.
3 30 countries having 35 to 59 percent of active men engaged in agriculture and related activities.
491 countries having 60 percent or more of active men engaged in agriculture and related activities.

Source: UN, Serand ;‘}gc Patterns of Participation in Economic Actlivities; Report 1 of Demographic Aspects
of Manpower, table 3.4 (New York: United Nations, 1062). Figures are unweighted means. .

Trends in industrialized countries—Among the industrialized
countries, whose current participation rates for men are the lowest,

the trend indicates further reduction. For ten industrialized countries
that have decennial census data since 1910, the average rate for men 15
and over fell from a 1920 level of 91 percent to a 1950 level of 86
percent. For women, the 20th-century trend has not been consistent.
In the Unitéd States and Canada the percentages of women who work

increased each decade, and the standardized rates for women rose in

? Ibid., pp. 4-5. _

¢ mhe index of industrialization was the proportion of the economically active
males engaged in agriculture and related activities. “Agricultural” countries
were those having 60 percent or more of the active males engaged in agriculture
and related activities; ugemi-industrialized” countries, 35 to 59 percent; and
“;ndustrialized” countries, less than 85 percent. The 72 countries included in the
classification were those for which adequate data on agricultural employment
were available (ibid.,, p. 6, and table A-14, which lists the countries in each
group). . _ :

5 The major determinant of the crude activity rate is the age structure of the
population; the higher the proportion of persons of working age, the higher
the crude activity rate. To calculate the age-standardized activity rates, the age-
specific activity rates in each country were applied to the population in the
corresponding age groups of a standard population (in this case, the male
population of the Netherlands at the 1947 census). The standardized activity
rate for males is the sum of these products, divided by the total number of
persons in the standard population (ibid., p. 13).

7
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Australia, England and Wales, New Zealand, and (very slightly) the
Netherlands. But France, Sweden, and Switzerland show long-term
downward trends even when the rates are standardized for age com-
position.® It is difficult to predict the effect of industrialization on the
labor force activity of women in the underdeveloped countries, but
the majority view is that the female rate will rise, particularly among
young women.

ACTIVITY RATES AND AGE

Variations in overall rates of male labor force activity through time
or concurrently from one country to another are due primarily to
differences in the proportions of young and older men in the labor
force. Among these two groups the variations are quite wide.

Age-specific rates by region—On the average, approximately one-
fifth of the boys in the 10-14 age group are economically active in
South America and among the indigenous populations of Africa;
about three-fourths of the 15- to 19-year-olds are active in all regions
except Asia, which has two-thirds, and North America, which has less
than three-fifths. At the other end of the worklife span the differences
are also quite marked. In North America and Oceania, on the average,
39 percent of the men aged 65 and over remain active; in Europe the
average proportion is 44 percent; in Asia and among the nonin-
digenous populations of Africa, 58 percent; in Middle America, 68
percent; and in South America, 71 percent.?

Age-specific rates by stage of industrialization.—Sharp differ-
ences appear in the labor force rates for boys and elderly men when
countries are grouped by stage of industrialization (table 2). In agri-
cultural countries the average proportion in the 10-14 age group who

TABLE 2.—Average age-specific activily rates for rhen in countries classified according
to degree of industrialization, recent population censuses

Age
Degree of Industrialization
10-141 15-19 20-24 25-34 35-44 45-34 55-64 65and
over
Industrialized countries?......ccceaacaaan 41 724 915 967 97.6 959 856 3.7
Semi-industrialized countries 3. ..ccaa... 13.2 70.3 91.8 96.2 97.1 959 89 61.0
Agricultural countries . o.cueecaaaaaa.oe 23,9 784 9.2 9063 9.5 963 9L6 70.1

1 Excludes countries where a minimum agelimit of 15 years was adopted for enumeration of the economicall
active population. There were 3 such cases among the industrialized countries, 2 among the semi-industrial-
ized, and 3 among the sgricultural.

2 91 countries having less than 35 percent of active men engaged in agriculture and related activities.

3 30 countries having 36 to 69 percent of active men engaged in agriculture and related activities,

4 21 countries having 60 percent or more of active men engaged in agriculture and related activities.

Source: UN, Sez and Age Patterns of Porticipation in Economic Activitics, Report 1 of Demographic Aspects
of Manpower, tabls 3.2 (New York: United Nations, 1862).

* Ibid., pp. 14, 28. Standardization in this case eliminated the effects of changes
in age structure of a given country’s population over the time period studied.
7 Ibid., p. 11.
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are active is about six times the proportion at work in the industrialized
countries, and the proportion of men aged 65 and over who are active
is almost twice the proportion in the industrialized countries. On the
latter point, it is interesting to note that the current average partici-
pation rate for elderly men in agricultural countries is approximately
the same as the United States rate toward the end of the last century.®

Age-specific rates in industrialized countries—Male age-specific
rates, averaged for groups of countries, fail to reveal differences be-
tween individual countries. It is important to note the variations,
particularly in the utilization of young and older men, in countries
that are developed and in many instances making critical decisions
as to the amount of leisure that can be accommodated. Among selected
countries in Europe and North America, one notes several differences
in the activity rates of young and older men (table 3). Disregarding
the activity rates for youths aged 10-14 (which show, incidentally,
that one-third of the Italian males in this age group are labor force
participants), the largest proportions of working youth are found in

TABLE 3.—Age-specific activily rates for men in selected counlries, recent population
- censuses

[Figures in italics represent percentages obtained by interpolation of figures for different age groups]

Age

Year '
10-14 15-19 20-24 25-34 35-44 45-54 55-64 65 and
over

Country !

©3690063
bt
00 st © =30

940 9.0 93.9 184
82.2 95 . 01.9
92.0 07.3
0.4 96 95.3
03.4 05.2
a1, 5 96. 2
98 .

Austria....
Belgium
Denmark 3.

France $

Federal

Itali

Netherlands 7 92.2 .0
89.8 97.6

Sweden . 9.0 97.1 96.3
Switzerland X 90.8 97.7
England and Wales 94.9 97.8
92.4 . 0.5
81.9 92.0

- % %
g oD

W0 maD
g®

»
Lkt

e

RPRTEY- T )

[ g
[--]

(-

1 Clagsified a8 industrialized (having less than 35 percent of active men engaged in agriculture and related
activities) except Italy, which was classified as semi-industrialized (having 35 to 59 percent of active men
engaged in agriculture and related activities).

2 Data on economically gge 15, tabulated without subdivision, were related to the
population aged 10-14 to obtain activity rates. The number of active persons under age 16 was partially
estimated since census tabulations showed ‘““under 14 years.”

3 Excludes Faeroe Islands. , .

« Tabulation of the economically active population was confined to persons aged 14 and over. In compusing
the activity rates, active persons aged 14 were related to the population aged 10-14.

s Based on a 5-percent sample of census returns.

s Excludes West Berlin an Saar. .

7 The economically active population includes inmates of prisons and internment camps.

¢ Economic activity of persons under age 15 was not investigated.

¢ Based on a 20-percent sample of census returns.

Source: UN, Sez and Age Pafterns of Participation in Economic Activities, Report 1 of Demographic Aspects
of Manpower, {able A-2 (New York: United Nations, 1962).

s 1.8. Bureau of the Census, Historical Statistics of the United States, Colonial
Times to 1957 (Washington: U.S. Government Printing Office, 1960), p. 71.
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Austria, Denmark, Germany, Italy, and England.® Substantially lower
rates apply for the Netherlands, Norway, Sweden, and Switzerland
and still lower rates for Belgium, France, and Canada. The United
States rate, by far the lowest, is only slightly more than half that of
Austria, Germany, or England.

At the other end of the worklife span a different pattern appears.
For the most part, countries with quite high activity rates for young
men have relatively low rates for men aged 65 and over. With the excep-
tion of Belgium, the lowest activity rates for older men are found in
Austria, which has the highest rate for youth ; Germany, whose youth
rate is second highest; and England, which has the second lowest rate
for older men and the fourth highest rate for young men. The United
States, whose rate for youth is the lowest, has a higher participation
rate for older men than most other countries; in fact, her rate is
substantially exceeded only by that of Switzerland.

Detailed analysis of worklife patterns in various countries will be
possible only when more reliable data are available, particularly on
work activity of the young and on the extent of part-time employment,
and when standardized definitions of participation are used in the |
collection of data. Finer age breakdowns are also necessary in order ', ’
to establish age of entry into and retirement from the labor force.
Subject to the limitations of the available data, however, one may
conclude tentatively that among industrialized countries there is some
tradeoff between working time in youth and working time in old age.
To the extent that this conclusion is borne out by further study, it
suggests that income maintenance may be as much a problem of timing
as it is one of total expenditure.

INDUSTRIALIZATION AND THE LENGTH OF WORKLIFE

The length of the male worklife also varies somewhat, along with
the timing of the economically active period. Analysis of net years
of working life in countries classified according to degree of indus-
trialization indicates that the proportion of life spent in the labor force,
as well as the amount of labor force activity, declines with industriali-
zation. ,

Worklife by stage of industrialization.—Among 37 countries that
were classified according to degree of industrialization, the average
proportion of lifetime spent in the labor force was 65 percent in
industrialized countries, 67 percent in the semi-industrialized countries,
and 70 percent in the agricultural countries.’® The average number of

9 All countries included in this analysis were classified as industrialized except s
Italy, which was classified as semi-industrialized (United Nations, op. cit., table .
A-14).

10 Ibid., p. 19.
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years of active and inactive life for men varies widely, as the following
summary indicates:

Average net years Average net years
at birth at age 15
Active Inactive Active - Inactive
years years years years
Industrialized countries.....ccccccacncccacnancaas 42,2 2.8 45,3 9.2
Semi-industrialized countries. .. cccceaccuanaea-an 35.6 17.2 43.1 6.4
Agricultural countries....cacacoccacccaccncecacaaa 33.9 . 14,4 41.5 | 4,6

NE&%K:::IEJGI;: t?lfl :Ti ‘%géu Ir’:;t;;gaugv ﬂﬁ%ﬁlﬁ% in Ecqnomlc Activi{ig{ (New Y"o.rk:A U'_ni_t.ed .
At birth the male.in the industrialized country has eight more years
of worklife expectancy than the male in an agricultural country, and
he can also éxpect his nonworking period to be eight years longer. In
years of nonparticipation, he thus has'about fifty percent more leisure
than the man living in‘an agricultural hation. If life expectaticy and:
worklife expectancy aré calculated at age 15 in order to take account-
of mortality ‘during infincy and youth, the number of inactive years
(in this instance, largely retifement years) is twice as great in thie
developed mations. * - - - - T oo
Worklife in industrialized countries—Among the advanced coun- .
tries, which have both longer worklife expectancy and: inactive-life
expectancy than the less advanced countries, there is some variation in
the number of years spent at work and in proportion of life expectancy
that these years constitute (table 4). Active life as a proportion of life
expectancy in the selected countries varies by 7 percentage points. In
the United States the male works only 61 percent, whereas in Switzer-
land he works 68 percent (and in England 67 percent), of his life. At
birth, a male in the United States has a worklife expectancy which

TaBLE 4.—Ezpectation of life and average net years of active life for men at birth in
selected industrialized countries

Net years of active life
: Average net
Country Year! Average Percent of years of
number expe‘cltit}tlon inactive life
of life ‘

Austria... . ceeemmesermanscasans 1951 40,5 65, 4 .21.4
Belgium..ocaceaeanona.- cecasmmmemeaseseseaan 1047 37.7 - 60,8 - 24.3
Denmark..eeeacaaae - . 1950 45.0 - -66. 4 22.8
France.... emem—ea 1054 41.8 63.0 24,5
Federal Republic of Germany. . 1950 41,1 63,6 23.5
Netherlands.. cmeamemmmma—aea 1047 44.8 . 64,6 24.6
Norway.... : - 1950 45.4 - 65,6 23.8
Sweden... . : : w1950 4.6 - . 646 2.4
Switzerland — -. 1950 . 45.0 67.8 21. 4
England and Wales. . _.... - ; - 1951 T 44,1 67.0 - 217
Canada raepenec: ecceeesmseasasoman————. 1851 42.0 63.3 24,3
United States. - . a——. - 1950 39.7 * 50,6 _ 25,8

t Year to which the data on economic activity relate. ‘ _ , T . o
Source: UN; Sex and Age Patterns-of Participation in Economic Activities, Réport I of Deniographic Aspects -
of Manpower, table A-8 (New York: United Nations, 1962). ol o e
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may be more than 514 years shorter than that of a male in a Western
European nation, and he will be inactive for as much as 414 years
longer than some of his European counterparts

Although precise measurement of worklife is not possible, there is
nevertheless sufficient evidence to demonstrate an inverse relation be-
tween the proportion of life spent at work and the level of industrial
development.!!

Other factors in worklife—The problem of economic support dur-
ing the nonworking period is intimately bound up with the question
of the length of this period and its timing, i.e., whether it comes at the
beginning or at the end of worklife. An equally important question
has been raised by Stuart Garfinkle. In appraising social and economic
developments in various countries, he stresses the fact that the ratio

of productive to total population is but one factor to be considered;
what is needed is an index of man-years of productive capacity that.

combines the length of worklife with “a measure of the more intensive

training of our work force, and/or with a measure of the increasing -
output per man-year.” *2 Growth in productivity may indeed have such-

profound effects on total output as to bring about significant cha.nges
in the patterns of worklife. ‘

It should be noted also that in many instances there are potentially
many more hours of work than are in actual use. The number of hours
worked per year may be affected, for example, when capital or land
is so scarce as to place limits on total working time. Moreover, when
work cannot be programed with sufficient skill and varies seasonally,
the length of the workyear may be considerably shorter than the
customary 2,000 to 2,500 hours derived from a 50-week span of 40- to
50-hour workweeks,®

Description of work/leisure patterns in the different countries re-
quires data on length of the workyear as well as length of worklife.
Workyear figures, at least as difficult to obtain as activity rates by age

1 See John D. Durand, “Population Structure as a Factor in Manpower and
Dependercy Problems of Under-developed Countries,” Population Bulletin of the
United Nations, No. 8 (New York: United Nations, October 1953), p. 11..

3 «The Lengthening of Working Life and Its Implications,” United Nations
World Population Conference (New York : United Nations, 1965), p. 6.

#Colin Clark and Margaret Haswell, The Economics of Subsistence Agri-
culture (London: Macmillan & Co., Ltd., 1964), pp. 113-14, 121-23, 126, 128, 131,
135-48; Theodore W. Schultz, Transforming Traditional Agriculture (New
Haven: Yale University Press, 1964), chap. iv; Juanita M. Kreps and Joseph J.
Spengler, “The Leisure Component of Economic Growth,” in The Employment
Impact of Technological Change, Appendix Volume II of Technology and the
American Economy, The Report of the National Commission on Technology, Auto-
mation, and Economic Progress (Washington: U.S. Government Printing Office,
1966), pp. 388-89.
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and sex, are drawn from information on the workweek and annual and
public holidays. In the following chapter the available data for the
selected countries are reviewed and the workyear is estimated for 1950
and for 1960 or a later year, in order to see whether leisure patterns in
these countries have been changing during the period following the
Second World War.

13
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Worklife and Workyear

in Selected Countries

I~ oRDER To EXAMINE Work and leisure patterns in detail, the study of
labor force activity rates, weekly hours, and vacation and holiday time
has been limited to five countries—the United States, the United
Kingdom, the Federal Republic of Germany, Sweden, and Switzer-
land. The four European countries typify the highly prosperous
nations of postwar Europe, having economic growth rates higher than
that of the United States and, with the exception of Switzerland, well-
developed social security schemes. In these four countries there are
shortages of labor; Germany-and Switzerland, especially, have found
it necessary to import laborers from Southern Europe in order to
meet industry’s needs. Unemployment has been negligible and retrain-
ing programs have aimed at serving tight labor markets. In brief, the
shortage of laborers has led to the development of various policies that
offer incentives to work longer, whereas the United States’ economic
climate has been the opposite.

WORKLIFE COMPARISONS

As noted in the preceding chapter, the fraction of life spent in the
labor force decreases with increased industrialization and also varies
somewhat among advanced countries, considered individually. At mid-
century the five countries selected for detailed study, ranked below
by years of male economic activity, showed the following variations
in number of inactive years and ratio of active years to years of total
life expectancy :

Active Inactive  Proportion

years years of life

active

United States. ..ceecccacaame e ccceamancacan 39.7 25.8 60.6
Federal Republic of Germany. . - 4.1 23.5 63.6
England and WaleS_ccvcacocaaana- ——- 4.1 2.7 67.0
Sweden - - 4.6 24.4 64.6
Switzerland._.. o cccemmcaaaaeee 45.0 21. 4 67.8

Source: Table 4, above.

The 1950 census data also revealed differences in the timing of work
within the lifespan. Of the five study countries, the United States had
by far the smallest proportion of young men in the labor force;
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Switzerland, Sweden, England and Wales, and Gemany had much
higher rates for youth. With the exception of Switzerland, which had
a high proportion of its elderly as well as its youth at work, the order
was pretty well reversed in the activity rates for men aged 65 and over:
Germany had the lowest rate, followed by England and Wales,
Sweden, and the United States (table 3).

Changes in activity rates since 1950 —A. comparison of the 1950
activity rates with the most nearly comparable rates for 1960 or later
reveals sigmificant changes in most of the countries (table 5). The
problem of intercountry comparability of labor force data, however,
discourages any firm conclusions, and changes within countries over
time present even more serious difficulties. The nature of the problem
can be discerned in the appendix below (“Notes on Census Data for
Intercountry Comparisons and Comparisons Within Countries Over
Time with respect to Labor Force Activity Rates”), in which various
differences in the data are noted.

For young men, the decline in labor force activity was particularly
great in Sweden, where the proportion of 15- to 19-year-olds dropped
by more than a third between 1950 and 1965. The United States (14-
19) had a decline of almost a fifth in roughly the same period, followed
by the United Kingdom, Germany (in a shorter period), and
Switzerland.

For young women the rates also decreas:d, but less rapidly; in
Sweden from 1950 to 1965, by almost a third; in the United States,
by a tenth, followed by Germany and the United Kingdom, the Swiss
proportion remaining the same. For both sexes, the proportions of
youth in the labor force, therefore, declined rapidly in Sweden, less
sharply in the United States, the United Kingdom, and Germany, and
only very slightly in Switzerland.

For older men, activity rates declined most steeply in the United
States: almost 40 percent between 1950 and 1963. The Swedish rate
fell by a fourth in the decade of the 1950’s alone ; the United Kingdom
rate fell by almost a fifth, followed by the Swiss rate. Only in
Germany did the rate remain approximately the same.

Older women’s activity rates also declined very sharply in Sweden;
they declined moderately in Germany and Switzerland, remained
about the same in the United States, and actually rose in the United
Kingdom. The net effect of these changes for older people of both
sexes was a decline of about a third in the United States, slightly less
in Sweden, approximately 15 percent in the United Kingdom and
Switzerland, and a very small drop in Germany.

In summary, since 1950 the labor force activity of both young and
older people has fallen markedly in the United States and Sweden;

15
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TapLe 5.—Labor force participation 1ates and percenlage change tn selected countries, by age and sex, 1960 to 19656

Aged 15-19 Aged 20-64 @5 and over
Country
Total Men Women Total Meu Women Total Men Women
Federal Republic of Germany:t
October 1958 3. cnccacacncanan 76.9 78.9 4.8 66.5 03.1 4.1 14.6 23.4 8.4 60.5
April 1064 . 6. 4 69.6 00.2 67.2 02,7 4.7 14.0 4.5 7.7 58.9
Percentage change.....caa_.. —-9.8 -11.8 -7.5 1.1 -4 1.4 -4.1 0 8.3 -2.0
Sweden:?
1050 4..cccacanns . c—- 64.5 74.4 54.3 63.0 04.7 31.6 20.9 36.1 7.7 57.5 30.0
19600, ... e cccccamcaacann 51.9 52.8 49.0 64.6 92.0 37.1 14.9 27.1 4.6 55.7 32.8
10058, .. canccamccccnmmean 41.9 40.3 3:.2 66.7 88.5 4.0 727.2 147.8 8.8 $61.1 40.8
Percentage change, 1950-60__. -19.5 -20.0 -9.8 2.5 -2.9 17.4 —-28.7 —-24.9 —40.3 -=3.1 9.3
Switzerland:
050. e ucacaccncnc e~ 8.8 73.8 4.0 3.8 96.0 34.2 28.4 50.7 .9 59.8 33.8
1060. e eacccccccaicnccamnen= 06.2 69.1 3.2 5.9 0.4 306.5 24.0 41.9 .0 60.5 35.4
Percentage change. ..caeaaooo -3.8 -0.4 -1.2 3.3 .4 6.7 =15.5 -17.4 6 1.2 4.7
United Kingdom:
1113 (RS UU IR 81.2 83.9 8.7 05.2 96.7 36.2 16.0 31.4 5.3 59.6 3.7
196410 o ccceaccaaaaa 72.9 72.8 73.1 70.5 96.8 4.7 13.6 25.0 6.1 01.9 40.3
Percentage chauge...eoaa--.- -10.2 -13.2 -7.1 8.1 .1 23.5 -15.0 -18.5 5.1 3.9 16.1
United States: 1t
1950 - ———- 42.0 53.4 1.5 04.8 94.0 36.5 26.7 45.8 9.7 58.4 5 3.1
1003, e mammnm 36.0 43.5 28.4 6S.4 94.0 43.9 17.9 28.4 9.6 57.3 8 37.0
Percentage change... ..----. -=15.5 -18.5 -90.8 5.6 0 20.3 -33.0 -38.0 1.0 -1.9 7 11.8

1 First and last years for which microcensus data (including unemployed) are
available for F.R.G. including West Berlin.

2 Excludes the Saar,

¢ Excludes * persons on compulsory militarg service."

4 Excludes persons workiug less than half the normal workday.

s Excludes persons working less thau half the normal workweek.

¢ Forecasts. Excludes persons working less than half the normal workweek.

1 Aged 65-69.

8 Aged 15-69.

* Excludes U.K. soldiers and merchant seamen stationed overseas.

1 Forecasts. Excludes foreign merchant seamen and soldiers stationed in U.K.

11 Data are for age groups 14-10 and 14 and over. Data from national monthly
sample survey of households.

Sources: Germany: Arbeits- und Sozialstatistische Mitteilungen, July-August 1965
Rpdngen Bb dArbetskraft. 1960-1 antlige Utre r
1966, tables 9, 11. Switzerland: ILO, Yearbook of L
table 2 (Geneva: International Labour Office); UN, Dem
table 5 (New York: United Nations). United Kingdom: I

p. 172, Sweden:

Ministry of Labour Gazetle, January 1006, {)
Digest of Statistics, No. 200 (April 1964? table
Labor, Manpower Report of the Pres

A-7 (Washington: U.8. Government Prin

980, Statens Offentli

Utredningar
our Statistics, 19

table 2; 1064,

, Op cit., 1964,
4; Central Statistical Office, Monthly
13. United States: U.S. Department of

dent, 1904, tables A-1, A-2; 1966, tables A-2,
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moderate declines have occurred in the United Kingdom, with much
amaller decrenses in Switzerland and Germany. In percentage of
decline in labor force activity, the countries rank from high to low in
the following order:

Aged 15 to 19 (both sexes) Aged 65 and over (both sexes)

Sweden United States
United States (14-19) Sweden

United Kingdom Switzerland
Germany United Kingdom
Switzerland Germany

Labor force activity in the 1960’s—Although census reports pro-
vide the most nearly comparable figures over a period of time, labor
force survey data, when available, give & somewhat better picture of
current participation rates. Subject tothe qualifications stressed below,
the current data indicate the following points of comparison (table 6).2

For all ages combined, the participation rates both for men and for
men and women combined are lowest in the United States. Following
the United States, the male rates are approximately the same in
Sweden and Germany, somewhat higher in the United Kingdom, and

ighest in Switzerland. The participation rate for women of all ages
combined is lowest in Switzerland, followed by the United States, the
United Kingdom, Germany, and Sweden. Following the United States
low of 57, the combined rate for men and women of all ages is second
lowest for Germany, which, in turn, is about the same as that for
Switzerland and only slightly below the rate for the United Kingdom.
Sweden’s high rate reflects her high proportion of female workers.

Turning to the proportion of each age group that is active, one finds
that men aged 65 and over are labor force participants least frequently
in Germany and the United Kingdom, followed by the United States.
Switzerland and Sweden have much higher rates. The Swedish propor-
tion, overstated because of the 6574 base, could be as low as 32 percent
(the active persons aged 65 to 74 divided by the population aged 60
and over), but even then it would rank above all countries except
Switzerland. The combined rates for the elderly fall in roughly the
same order: the United Kingdom, Germany, the United States,
Switzerland, and Sweden.

The participation of male youth is lowest in the United States.
Sweden, Switzerland, Germany, and the United Kingdom have signifi-
cantly higher rates for males aged 15 to 19. Female rates for these age
groups fall in the same order, with the result that the countries have

1Pata are for 1963 except for Switzerland (1960) and United Kingdom (1964).
Age groups for United States are 14-10 and 14 and over; for Sweden, 15-74
and 65-74.
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TaBLE 6.—Labor force participation rates in selected couniries, by age and sex, most recent year available

Aged 15-19 . Aged 20-64 - 65 and over ' 15 and over

Country Year | -
Total Men Women Total Men Women Total Men Women Total ‘Men Women
Federal Republic of Germany e urccoeeevee 1963 68,2 69.2 67.1 67.7 03.3 45.1 14,6 24.8 8.1 50.9 .- 82.6 40.5
Sweden 13 - - - 1963 51.3 52.7 49.7 72.5 90.8 . 54.1 327.8 347.0 311.4 465.4 482.0 448.8
Switzerland._....-- " : © 1960 66,2 69.1 63.2 ¢ 65.9 06. 4 36.5 24.0 41.9 11.0 60. 5 87.2 35. 4
United Kingdom $.... - . 1964 72.9 72.8 73.1 70.5 96.8 4.7 13.6 25.6 6.1 61.9 85.4 40.3
United States!.__ - -- 1963 636.0 043.5 §28.4 68.4 04.0 43.9 17.9 7284 9.6 $57.3 178.8 137.0
1 Based on sample survey. . 71966 participation rate for men agéd 65 and over was 27.6.
P o agod 3 and over il e o e ‘ <
ge . ing these data by total population age and over yields the
. . . _Sources: Switzerland, United Kingdom, United States: table 5. Germany: Arbeits-
fokl&vgien fg_t-zef for the 65-and-over group: Total, 18.3; men, 31.4; women, 74 . und Sozialstatistische Mitteilungen, May, 1065, p. 107. Sweden: Tilgdngen Pd Arbets-
s Forecasts. ’ kraft 1960-1980. Statens Offentliga Utredningar, 1966. ‘ :
¢ Aged 14-19, . . ,

-
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combined youth activity rates, from low to high in the following order:
the United States, Sweden, Switzerland, Germany, and the United
Kingdom.

The countries rank from low to high in labor force participation
rates of young and older men as follows:

Aged 15 to 19 Aged 65 and over
United States (14-19) Germany
Sweden United Kingdom
Switzerland United States
Germany Switzerland
United Kingdom Sweden (65-74)

Low activity rates for male youths have been typical of the United
States for some time, but changes in Sweden during recent years ac-
count for that country’s small proportion of active youth. These two
countries have relatively high proportions of older persons at work,
despite significant declines during the past decade or so. High activity
rates for young men characterize Germany and the United Kingdom,
but smaller proportions of older men work in these two countries.
Switzerland has a relatively high proportion of older men at work
and an intermediate figure for young men. :

Perhaps the most striking conclusion to be drawn from such a lim-
ited comparison is the extent of tradeoff.of work during youth (as in
Germany and the United Kingdom) for work after age 65 (as in the
United States and Sweden). The rapid decline in the participation
rates of both young and older men, particularly in the United States
and Sweden, suggests that the present rankings may not hold for very
long, although participation rates have been somewhat moreé stable
during the postwar period in Germany, Switzerland, and the United
Kingdom than in the first two countries. o

WORKYEAR COMPARISONS

The length of the workyear, determined by the number of hours
worked per week and the number of weeks worked per year, must take
into account not only average weekly hours but the amount of time
normally allowed for annual vacations and holidays.

Hours of work—TFor data on hours actually wrorked-or even hours
paid for (asopposed to standard hours ?), the most reliable series is for
hours worked in manufacturing. This series is used for present pur-
poses, although it is generally recognized that hours in manufacturing
are likely to be lower than in certain other sectors, notably agriculture
and retail trade. |

The United States has a much shorter workweek (40.5) than any
of the European countries except Sweden, despite substantial reduc-

3 he number of hours above which overtime rates become applicable,
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tions in European schedules during the 1950’s and early 1960’s (table
7). In West Germany, for example, weekly hours were reduced by
three, to 44.3 per week; the workweek in both the United Kingdom,
now 43.7, and Switzerland, now 45.5, fell by two hours. No reduction
has occurred in the United States during this period.

Annual and public holidays—Examination of paid vacations and
ﬁ holidays in the various countries again reveals quite different patterns
11 (table 8). Sweden has the most generous provision for annual vaca-
‘ tions (18 days) and in addition allows 11 public holidays. She is fol-
i lowed by Germany, with a total of 25 to 28 days free; Switzerland,
'i with 14 to 26 days depending on the canton; and the United Kingdom,

TaBLE 7.—Average weekly hours of work in manufacluring and percentage change in
selected couniries, 1950 and 1968

§ Average weekly hours  Percentage

Country change

ke 1050 1963
Federal Republic of Germany ! 2474 $44.3 -6.6
Sweden - - 41.6 138.5 §-7.8
Switzerland.. 47.8 $45.5 -4,2
United Kingdom ¢ - 45.7 43.7 —-4.4
United States 7. 40.5 40.5 0

1 Exch: les West Berlin,
3 1001 data; includes building snd quarrying.
$ Hours lt):ld for.
: 41961 data; includes mining.
s Computed from hours of work per month (179 and 165, respectively).
¢ Manual workers.
1 Production workers; national dats from sample survey of employers, relating to persons on payrolls.

Sources: 1950 column and 1963 (except U.K.and U.8.): ILO, Yearbook of Labour Satistics, 1858 and 1864,
table 13A (Geneva: Internations Lagour Office). United Kingdom, 1063: Ministry o, Labour Gazetle, No~
vember 1964, p. 456. United States,1963: U.8. Defnartment of Labor, Manpower Report of the President, 1666,
table C-7 (Washington: U.S. Government Printing Office).

TasLe 8.—Annual and public holidays with pay in selected countries, 1963
[In days, except as noted]

United
Federal United States: ¢
- Republic of Switzerland:® Kingdom:3$ Statutory
Qualifying period of work _Germany:! Sweden: Statutory  Statutory and (public holi-
Statutory and Statutory (cantonal) collective  days) and col-
collective agreement lective agree-
agreement ment (annual
holiday)
Annual holidays: : . .
1-4 years..eeecencecccenan 16 18 (1 week) §
5-10 YOArS.ec.ccccuavenen 15 15 2 weeks) 10
20-24 years.......ceocen-- 15 18 6-18 (2 weeks) 12 4 weeks) 20
25-20 YOAlS.eeecccccoannnn 16 18 4 weeks) 20
80 or more years..c.-.... 18 18 4 weeks) 20
Paid public holidays....... 10-13 1 8 6 6

: ggxzuaragly supplemented by collective agreement.
ata. -
s Statutory minimum is 14 days, breakdown by qualifying period not available; by collective agreement,
3-4 weeks (qualifying period ranges from 5 to 36 years). :
¢ Extensions by collective bargaining.

Sources: “Labour Overseas,” Mmmrg of Labour Gazetle, Februar{"mﬁz, . 59; November 1964, p. 45€;

Dr. Hans, Xeithafer, “How Much Holiday for Europe’s Workers,”” Free Labour World, July-August 1963;

_.. ILO, Annual Holidays with Pay (Geneva: International Labour Office, 1964); William Gerber, “Time Oft
.= with Pay in the United Kingdom," unpublished paper. '
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with 18 days. Probably the most frequent arrangement for workers in
the United States is the 2-week, or 10-day, annual vacation, which can
go up to 4 weeks with extended length of service, plus 6 paid holidays—
a total of 16 days. :

Length of the workyear—For the full-time factory worker in the
various countries, very rough estimates can be made of the number of
hours worked per year. In Sweden the short workweek means that the
workyear would be low even with no holidays (88.5 x 52, or 2,002
hours). After deducting 29 holidays (5.8 weeks x 38.5 hours), the
average workyear is about 1,779 hours. Similar computations yield a
workyear of 1,976 hours for the United States (40.5 hours per week x
52 weeks, or 2,106 hours, less 3.2 weeks for vacations and holidays) ;
2,092 hours for West Germany (44.3 hours for 52 weeks, less 15 vaca-
tion days and 11.5 public holidays, totaling 4.8 weeks or 213 hours) ;
2,137 for the United Kingdom (43.7 hours for 52 weeks, less 87.4 hours
for annual vacations and 48 hours for public holidays) ; and for Swit-
zerland, 2,214 (45.5 hours for 52 weeks, less 20 days or 3.33 weeks for
annual and public holidays).

The range between Sweden’s short and Switzerland’s long workyear
is thus more than 400 hours, or about 10 weeks annually. Of the inter-
mediate countries, the United States stands about midway between the
two extremes set by Sweden and Switzerland, while Germany and the
United Kingdom have workyears that more nearly approach that of
Switzerland. : :

VARIATIONS IN LEISURE-TIME PATTERNS

Data on the amount of leisure may be illuminated by further analysis
of the forms this leisure takes in the various countries. The following
country-by-country discussion sketches the current patterns of non-
working time and points up recent changes in the amount of leisure
appearing in any particular form.

West Germany.—In exchange for a high labor force participation
rate in youth, German workers have a relatively low work activity rate
in old age. Of the five countries reviewed, Germany has the lowest
proportion of elderly men at work. The manufacturing employee in
Germany works several hours more per week than the Swedish or
United States worker, but again there is an offset: a great many days
for annual and public holidays. As a result of the long workweek and
the generous holiday arrangements, the German worker’s annual hours
are in an intermediate position, with hours in Sweden and the United
States below and those in the United Kingdom and Switzerland
above. Germany’s workweek has fallen substantially during the past
decade, and there is every indication of continued pressure toward a
40-hour week. In interviews, both labor and industry spokesmen indi-
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cate that a shorter workweek has priority over any other form of
increased leisure. There is no evidence of a desire for increase in leisure
in the form of retirement and no apparent move for reducing the
retirement age.

United Xingdom.—Both men and women in the United Kingdom
have exceptionally high labor force' participation rates as teenagers
but relatively low rates in old age. The high participation rates for
young people in 1964 nevertheless represent a substantial decrease
from the 1951 level ; the combined participation rate for this age group
fell from 81 in 1950 to 73 in 1964. This pattern of change was quite
similar to that in the United States, and the resemblance between the
two countries is even more striking in the 20-64 age groups. In both
countries the male rate was stabilized at a high level: 97 percent in
the United Kingdom and 94 percent in the United States. On the other
hand, women in both countries significantly increased their economic
activity, the rates in the United Kingdom rising by 24 percent and
those in the United States by 20 percent. For aged men in the United
Kingdom, participation rates, which were relatively low, have fallen
only moderately during the past decade, and the participation of older
women has actually increased.

There are also similarities between the United States and the United
Kingdom in workyear patterns. Vacation allowances are practically
the same in the two countries, and each provides 6 public holidays.
The United Kingdom workweek of 43.7 hours, although down by 2
hours from the 1950 level, remains substantially longer than that in
the United States.

Sweden.—Both the amount of leisure and its allocation over the
worklife in Sweden differ significantly from the patterns in other
countries. Swedish youth aged 15 to 19 have the lowest participation
rate among the European countries; men aged 65 and over have rela-
tively high rates, however. Women in Sweden have the lowest teenage
labor force rates in the European countries studied, but their partici-
pation rate during the 20-64 age period is the highest of all countries,
including the United States (table 6). It is obvious that the Swedish
woman is likely to stay in the labor force even during the years when
family responsibilities are heaviest. The extremely high female rate
in this age group is more than sufficient to offset a very low rate for
men of prime working age, giving Sweden the highest combined rate
of any of the countries studied.

The short workweek is accompanied by frequent paid holidays and
extremely generous annual holidays. In 1963 the weekly hours for men
in manufacturing were shorter in Sweden than in the other countries,
and the rate of decline in hours was much faster there than elsewhere.
In 1965 annual holidays increased from 18 to 24 ; collective agreements
add to this vacation period. Swedish men thus have a short workyear,
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enter the labor force late, and retire late. The heavy labor force partic-
ipation of women, following much the same pattern in the timing
of worklife, serves to spread nonworking time between the sexes some-
what more evenly than in the other countries.

Switzerland.—The participation rate for Swiss men is higher than
for men in the othez countries; this was also true in 1950. Unlike those
in other countries, the male activity rates are high for all three age
groups: 15-19, 26-64, and 65 and over. Among women, teenagers and
those in the 20-64 age group are in the labor force less frequently, on the
whole, than their counterparts in other countries, but the participation
rate for older women is high. Changes in Swiss activity rates over the
decade of the 1950’s follow much the same pattern as in other countries,
at least with respect to direction. However, the magnitude of change
was relatively small for all groups of workers except aged men. -

The Swiss workweek is also high; however, this figure is for hours
paid for and.therefore probably overstates working time somewhat.
Weekly hours are thus not too different from.hours worked in West
Germany and the-United Kingdom. The decline in hours has been
significant, approaching the relative decline in the United Kingdom,
Annual holidays vary widely by canton. In Geneva. the 18 days pro-
vided by law compares favorably with holiday time in most other coun-.
tries; as to publi¢ holidays, the 8-day pattern ranks Switzerland mid-
way among the countries. o T

United States.—During the two decades following World War II,
weekly hours for United States workers in nonagricultural industries
have fallen only slightly ; the major gains in workweek reduction oc-
curred early in the century. Paid vacations, on the other hand, have
grown in both coverage and length during the postwar period.
Although pressure for further reductions in hours worked per week
occasionally appears, there is equally strong opposition to any nation-
wide mevement in this direction, particularly if it involves statutory
changes.® Further growth in vacation time seems more likely, its pro-

#U.8,, Congress, House, Select Subcommittee on Labor of the Committee on
Education and Labor, Hearings, Hours of Work, Parts 1 and 2, 88th Cong., 1st
sess., 1963. See the statements of Ewan Clague in Part 1 of these hearings for a
summary of historical data on hours of work, vacation time, and paid holidays
in the United States. See also James Frederick Dewhurst et al., America’s
Needs and Resources (New York:The Twentieth Century Fund, Ine., 1955) ;
Arnold Strasser, “Plant and Paid Leave Hours in Manufacturing, 1959 and
1962,” Monthly Labor Review, LXXXVIII (April 1965), 413-15; Frances Jones
and Dorothy Smith, “Extent of Vacations with Pay in Industry, 1937,” Monthly
Labor Review, XLVII (July 1938), 269-74 ; Vacations with Pay in Union Agree-
ments, 1940,” Monihly Labor Review, LI (November 1940), 1070-77; U.S.
Bureau of Labor Statistics, “Paid Sick Leave Provisions in Major Union Con-
tracts, 1959,” BLS Bulletin 1282, November 1960; Enzo Puglisi, “Employer
Expenditures for Selected Supplementary Remuneration Practices for Produc-
tion Workers in Manufacturing Industries, 1959,” BLS Bulletin 1308, January

Footnote continued on following page.
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vision being by voluntary agreement rather than through legislation.
American workers at present enjoy a significantly shorter workweek
than those in Germany, the United Kingdom, or Switzerland, but
fewer annual and public holidays than workers in the European
nations other than the United Kingdom.

In changing patterns of working life, the United States somewhat
resembles Sweden. Participation rates for men have declined and those
for women have increased. Moreover, in these two countries men enter
the labor force later than elsewhere. But there are important differ-
ences. In Sweden the high proportion of working women of all ages
is- partially offset by greatly reduced working hours per week and
increased-holiday time; in the United States the increased labor force
activity of women has been counterbalanced by the reduced partici-
pation of both younger and older men. - : S :

. Footnote continued from previous page. o S .
1062; Seymour Wolfbein, “Changing Patterns of Working Life,” U.S. Depart-
ment of Labor,  Manpower Administration (Washington:: U.S. Government
Printing Office, 1963). Several articles by Peter. Henle deal with the overall
growth in leisure; see his “Recent Growth of Paid Leisure for U.S. Workers,”
Monthly Labor Review, LXXXV (March 1962), 249-57, and “The Quiet Revolu-
tion in Leisure Time,” Occupational Outlook Quarterly, IX (May 1985), 5-9" also
Joseph Zeisel, “Labor Force and Employment in 1959,” Monthly Labor Review,
LXXXII (May 1960), 491-500. Many of the issues involved in reduced work-
weeks are analyzed in Clyde E. Dankert et al, Hours of Work (New York:
Harper and Row, 1965). : )




4| Income and Leisure Issues
in Advanced Economies

"THE DISTRIBUTION of lifetime between working years and leisure years
apparently depends primarily.on the nation’s stage of economic devel-
opment or, more precisely, on the productivity of labor and hence the
extent to which nonworking time can be supported. Evidence cited
earlier indicates that labor force activity rates for men are highest in

agricultural and lowest in industrialized countries. The downward

trend among theé iridustrially advanced nations continues, moreover,

with the major declines appearing at the beginning and at the end of

the worklife span. Since midcentury, the rates of decline in the activity
of young men have differed among the five countries surveyed, as have
the rates for men aged 65 a2nd over; yet the overall effect has been to
increase the number of nonworking years for men in all of these
countries, o A

The scientific and. technological progress that increases productivity
per manhour also increases life expectancy, with the result that both
working and nonworking years have increased during the 20th cen-
tury. Male worklife expectancy in the United States saw its first down-
turn in the decade of the 1950, but the number of years spent outside
the labor force has grown throughout the century, and it seems likely
that additional years of life will henceforth be allocated to education,
training, and retirement rather than to work.

This chapter reviews some of the evidence of an inverse relation
between income level and amount of work performed, in terms of both
workyear and worklife, and considers the levels of income maintained
during nonworking (in this case, retirement) years. The latter issue.
becomes increasingly important as the proportion of the population
living to retirement age grows and the retirement span lengthens with
longer life and possibly earlier retirement. For while average earnings
in a particular society may be quite high, the apportionment of these
earnings may be bunched in such a way as to permit the incomes of
nonworking persons to be low. Differences, then, between earnings and
retirement income may be sufficiently large to argue for temporal

redistribution of earnings through whatever mechanisms, public or
private, the society elects.
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THE INVERSE RELATION BETWEEN INCOME AND WORK

Inactive years for men are few in the underdeveloped countries, as
John D. Durand noted a decade and a half ago. Rurality and low
1ncomes, he suggested, were the major reasons for high activity rates
in those countries; hence, the appearance of nonagricultural industries,
the growth of cities, and increases in output per worker should lead to
a. decline in the labor force activity of men at both ends of working
life.!

The data presented in the second and third chapters, above, although
far from satisfactory as precise measures of differences among the
countrles, nevertheless bear out Mr. Durand’s earlier thesis. Irene
Taeuber’s work on Japanese demographlc pattems reveals even more
clearly than the I]uropean data a downward trend in. act1v1ty rates:_
for young and ‘older men in the:1920-1940 perlod despite Japan’s
wartime moblhzatlon Among the 10- to 14-year-olds, the economically
actlve proportlon fell from 20. 6 to0 10.1° durlng these two decades, and
the partlclpatlon of men in the 15—19 55—59 and 60- and-over age
groups also declined substantlally |

The tendency for growth in product1v1ty and real income to be
accompamed by increasing amounts of time free of work has been
noted often, but rarely has attention been given to mtematlonal com-
parisons of income and work. Winston’s recent study, however,
addressing itself to the question of whether as incomes rise people
systematlcally change their distribution of time between work and
leisure, employs aggregate international cross-sectional data. The
author concludes that there is a significant negatlve correlation
between income and the aggregate allocation of effort to income acqui-
sition, and that the values of the estimated relationship are strikingly
similar to those from earlier studies using intercity and industrial
cross-sectional data and cross-sectional data on occupational subgroups
within societies.?

' As the indicator of the amount of effort devoted to income acquisi-
tion, Winston uses hours worked per capita, which is the product of
average hours worked and the rate of labor force participation. For
the latter, two measures are employed: (1) the participation rate for
persons aged 14 and over, standardized for population composition,
and (2) the participation rate for men of prlme working age, 20 to 64.

1 Loc. cit., p 10. The" author concluded also that male labor force actmty
rates in the more highly developed sections of some of the underdeveloped coun-
tries resembled the .activity.patterns in the industrially . -advanced countries. -
Urbamzation thus has a particularly pronounced tendency to lower the paltxcipa-
tion rates for young and old males.

2 Irene B. Taeuber, The Population of Japan (Princeton 3 Prmceton University
Press, 1958). .

! Winston, loe. cit., pp. 28, 38.
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For hours of work, again, alternatives are used: average hours per
week, using aggregate-hours data, and average hours in manufac-
turing. Regardless of the combination of hours and participation
rates, the negative relationship between income and social effort was
maintained. For example, the fully aggregated data (the standardized
participation rate multiplied by general hours) regressed against per
capita national income indicate a highly significant negative rela-
tionship (at the 0.5-percent level). The value of the regression coeffi-
cient would indicate a 1.074-percent reduction in per capita working
time with a 10-percent increase in per capita real income. In the case
of one underdeveloped country, the author points out that if such a
relationship held for Peru, a doubling of its per capita income ($125
in 1957) would be accompanied by a per capita decline of 135 working
hours per year.

Of the variables other than income that explain the allocation of
effort, the most important, Winston concludes, is the state of aggregate
demand as indicated by the level of unemployment. Positive deviations
from the fitted regression occur in countries with low levels of unem-
ployment, while negative deviations appear in cases of high unem-
ployment levels. It is interesting to note the relation of the two var-
jables, per capita national income and level of unemployment, to
social effort in the five countries under scrutiny. The United States
has by far the highest income ; she has also suffered the greatest unem-
ployment. Germany, Switzerland, the United Kingdom, and Sweden
have lower income and unemployment levels than the United States.*

Although generalizations are perhaps not in order, it does appear
that the United States high-income/high-unemployment position has
lessened the amount of effort allocated to work. Questions may well be

posed for those European countries whose productivity and income
levels are rising rapidly: How successfully will a portion of their
higher standards of living be translated into greater leisure, including
retirement? Will they be able to make the transfer more smoothly,
avoiding the unemployment problem that has constituted the primary
pressure for the growth of leisure in the United States?

iNCOME LEVELS AND WORK IN OLD AGE

International comparisons of income levels can be drawn either from
per capita income data or from wage rates in the different countries.
In the United Kingdom, Germany, and Switzerland the general wage
per hour is less than half that in the United States; even the Swedish
ceneral wage is only two-thirds the United States rate (table 9). Rapid
growth in output in West Germany, which in the earlier year had the

* Ibid.,, p. 35.




lowest per capita income, nevertheless raised that nation’s income per
person to only 52 percent of the United States level for 1964 (table 10).
The United Kingdom had slower economic growth during the period
and consequently achieved a per capita income only 47 percent of that
in the United States in 1694. Income in the United States thus con-
tinued to be one and a half to two times as high as the income in the
other countries, despite recent differences in rates of growth.®

TaBLE 8.—Average hourly earnings! for men in selected countries, 1957 and 1964

1957 1984

Country General Manufac- General Manufac-
turing turing

1. 045
1. 550
} 080

United Kingdom . 062

. 730 .
United States. $2.05 32.30

1 Derived from rates reported in local curreney by the International Labour Office and converted to U.8.
curreney at the oxchange rates reported by ILO.

1 General wage level not reported. Entry computed by weighting scctoral wage lovels roported by ILO
and Bureau of Labor Statistics by seetoral distribution of the labor forco. However, data wer~ not complete
and may not be comparable to the other entries in these cclumns. In addition, computed rate is for both
men and women.

3 Rate for both men and women, which thus understates the male rate.

Sources: ILO, Yearbook of Labour Statistics, 1965, tables 18, 19A, 20-22 (Genova: International Labour
Office); UN, Statistical Yearbook, 1962, tables 39, 67: 1165, tables 53, 82, 130 (New York: United Nations);
X_g Department of Labor, Mom'hlv Labor Review, December 1958, tables A-2, C-1; November 1966, tables

, C-1.

TasLe 10.—Per capila gross domestic product and national income in selected
couniries, 19567 and 1964

{Current dollars}

Per capita gross domestic Per oapita national
product at factor cost ncome

1057 1964 1957 1064

Federal Republic of Germany....cccceeeccecena. $83 1 $741 $1, 400
Swed 3 ® ®

Switzerland 308 1,220 1,815
United Xingdom ’ 1,4 955 1,275
United States 3 2,110 2, 608

1 National income data not available in United Nations sources.

Sources: UN, Yearbook of National Accounts Statistics, 1958, table 1; 1965, tables 1, 9A; Statistical Yearbook ,
1958, table 1; 1965, table 19 (New York: United Nations).

s Index numbers of total and per capita product at constant prices are as
follows (1958=100) :

Total product Por capita product

1957 1957 1064

98 131
130

9
Switzerland. . cceaccececaecenacnaaa- . 103 124
101 119

United StatCS. - caceccnncnamcncaccanranensnscsaas 103 117
Source: UN, Statistical Yearbook, 1865 (New York: United Nations, 1966), table 179,
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In contrast to-the much higher per capita incomes and wage rates in
the United States, the proportion of earned income maintained for i
persons in retirement in this country is relatively low (table 11). The ‘
Federal Republic of Germany, which has next to the lowest per capita
national income, assures the highest proportion of average wages to !
old-age recipients. These benefits are payable, moreover, without regard
to whether the older person has retired. Sweden’s average benefit is ‘
also a substantially higher proportion of average wages than is our
own retirement benefit; pensionable age is also later.

The relation between average earnings and retirement benefits would
seem to be more relevant to the retirement decision of an individual than
earnings as such, at least when full employment prevails and retire-
ment is optional within the age range of, say, 65 to 69.% In the case of
West Germany, the lower participation rate of men in this age group
bears out this hypothesis (table 12). Swedish figures are not com-
parable, since pensionable age is 67, and the proportion of older men
at work in the United Kingdom is slightly lower than in the United
States, despite the somewhat larger proportion of earnings maintained
in the latter country.

Examination of the pension/earnings ratios for other countries may
revea] a direct relation between the ratio and the proportion of men
who retire in the 5-year span following pensionable age. But such com-
parisons are hazardous for several reasons : measures of part-time work
in old age, which are crucial to such analysis, are poor; the data on
other sources of income of the elderly are sparse except for older people

Tk R il ¥ A

* An earlier study, by Margaret Gordon (“Income Security Programs and the
Propensity to Retire,” in Richard H. Willlams, Clark Tibbitts, and Wilma Dona-
hue (eds.), Processes of Aging [New York: Atherton Press, 19631, pp. 430-458),
computed coefficients between “benefit rates” (ratio of average benefits to average
annual earnings) and the proportion of men 65 and over in the labor force for
14 countries, using data for old-age, survivors, and invalidity beneflit programs,
and for 9 countries, using data for old-age only. Coeficients were —.83 and —.78,
indicating that “a substantial proportion of the variation in labor force participa-
tion rates of elderly men in industrialized countries is associated with differences
in benefit ratios.” Her data on the 5 countries reviewed in the present study show
the following relationships for 1950 :

Average benefit (OASI)
Men 65and Average benefit as percent a8 percent of national
over in of annual earnings income per capita
labor force
OASI OA 1950 1057
Federal Republicof Germany.. 26.8 92 peeeccmaceces 58 [ ]
SWEeN. e ceccacaccaneaan 36.1 16 15 28 a8 ;
Switzerland...cccccececccccnce- 50.7 9 10 14 19 B
United Kingdom..ccccceeee--- 31.4 18 18 28 2] !
United States...cccecccecicene- 41.4 14 15 18 4

For differences in benefits &s percent of annual earnings as shown in table 11,
see footnotes on table 11 and the basis of computations made by Professor
Gordon (loc. cit., pp. 444-46, 451). Note also that data are for different years.
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in the United States;? and, finally, there is considerable variation in
the practice of using a retirement test as a condition of drawing
pensions.®

TaBLE 11.—Average old-age benefils as a percentage of average wages in manufactur-
ing, and pensionable age, in selected countries, most recent year avatlable

Year Average bene- Normal pensionable
fitsasa age!
Country peroentage
of average
Benefits Wages . wages for all Men Women
workers
Federal Republic of Germany..........- 21963 81963 314 65 05
SWedeN.-..ouecnecannnnacacccnccasanansnan 41962 1961-62 22. 4 67 67
Switzerlangd.......cceaccvanecann 51963 ¢ 1963 18.0 65 62
United Kingdom 71965 1965 15.2 65 60
United StateSeeannoncacacanacna $ 1964 1964 18.2 65 65

:}«:uarger retirement, under varying conditions, is provided in most countries.

ne.

s May; includes family allowances paid directly by employer.

4 January; old-age pensions.

s Old-age and survivor payments.

¢ Adult male (skilled and unskilled) and all women workers weighted by the number of persons in each

eateﬁorf.
7 Retirement pensions.
1 Old-age, survivor, and disability awards.

Sources; Germany: Georg Tietz’s summary of data {n Zalenwerk zur Sozialversicherung (Berlin, 1963).

Sweden: Statistisk Arsbok for Sverige, 1964, tables 253, 272. Switzerland: Statistisches Jahrbuch der Schweiz,
1965, pp. 206, 371, United Kingdom: Report of the Ministry of Pensions and National Insurance for the Year
1965, pp. 78, 132; Ministry of Labour Gazetle August 1965, p. 525. United States: U.S. Department of Health,
Education, and Welfare, Social Securily Bulletin, March 1966, table Q-6; U.8. Department of Commerce,
Survey of Current Business, July 1966, pp. S-14, S-15. Pensionable age: U.8. Department of Health, Educa-
tion, and Welfare, Social Security Programs Throughout the World, 1967 (Washington: U.S. Government
Printing Office, 1967). ‘

TaBLE 12.—-Labor force participation rates for men aged 65 to 69 in selected countries,
recenl years

Country 1950 1960 1964
Federal Republic of GOrmANnY. . ccezcecaea-csscacamamemeaccace 126.8 233.2 36.6
Sweden:
Census (excluding unemployed)... emmmmamme———. 56.4 50.6 147.8
BUIVEY ... ccceeeaamscessceeesanmmamccesrrmanassastmaremnmaas " 58. 6 48.5
Switzerland -- -- 65.9 50, 2 O}
United Kingdom. . - eceemeeaeame——— $48,7 630.5 739.6
United States...cecercaceecanscamaneceaacsseamsanasmansesreanen 59.8 - 43.8 42.6

1 Aged 65 and over. Excludes West Berlin,

3 1961 data. Excludes West Berlin.

$ 1965 data.

¢ Not available.

81951 data.

81061 data.

7 Forecast. .

Sources: 1050 and 1960 columns: UN, Demographic Yearbook, 1955, table 15; 1964, table 8 (New York:
United Nations). 1964 column; Germany: Arbeits- und Sozialstatistische Milteilungen, July-August 1965, p.
172, Sweden: Tilgdngen P& Arbetskraft 1560-1950, Statens Offentliga Utredningar, 1966, tables 6, 9. United
Kingdom: Ministry of Labour Gazelte, January 1965, p. 4: Central Statistical Office, Monthly Digest of Statis-
sic:, 1\{ 865220 (ﬁgﬂ 1964), table 13. Uhited States: U.S. Department of Labor, The Older merican Worker,

une , P. 145,

7 Lenore A. Epstein and Janet H. Murray, The Aged Population of the United
States (Washington: U.S. Government Printing Office, 1967).

s . Higuchi, “Old-Age Pensions and Retirement,” International Lebour Re-
view, XC (October 1964), 1-19.
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Although the relevant group would seem to be men aged 65 to 69
for countries with pensionable age of 65, this age group typically has
the highest incomes among the elderly because of continued work and
higher benefits. The lower benefits accrue to men aged 70 and over,
older women of all ages, and, in the United States, to retired men aged
62 to 64, whose characteristics often suggest that the pension is a form
of unemployment compensation. Pension incentives probably have
little to do with the act of retiring in such cases; retirement is not
optional, but is a product of economywide circumstances that for the
older group seem unlikely to change. For the early retirees in the
United States the recent shift in economic climate may be more prom-
ising.

PENSIONABLE AGE AND THE AGE OF RETIREMENT

An inverse relation between average earnings and time spent at
work has been demonstrated, using international cross-sectional data.
Similarly, an inverse relation between the proportion of earnings
maintained as pension and the labor force participation of men in the
early years of eligibility might well be shown if reliable data were
available. However, the influence of normal pensionable age on actual
retirement age is obviously of primary significance, despite variations
in pension arrangements among various countries. It is important to
note the extent to which actual retirement age has come to approach
pensionable age and then to examine the factors that account for the
establishment of, or change in, pensionable age.

In a recent survey, more than one-third of the responding nations
stated that the average exact age of initial receipt of pension was either
the same as or within one year of normal pensionable age, i.e., the

earliest age at which the normal old-age pension becomes payable. -

‘When there were differences between pensionable and actual retirement
age the latter was higher, but for schemes having 65 as the pensionable
age the variation was generally small. The observance of a “normal”
retirement age is noteworthy, particularly in view of the availability
of advanced pensions in more than half the countries; many of these
advanced pensions were not reduced.’

Deferred retirement credits were also available in 24 of the 57
schemes covered in the report, but there is not sufficient evidence to
demonstrate that a delayed retirement credit induces workers to post-
pone retirement, even when the amount of the increment is substantial.
The role played by a retirement test is also unclear. Thirty-seven

9 Alvin M. David, “Problems of Retirement Age and Related Conditions for
the Receipt of Old-Age Benefits,” Report IX of the Fifteenth General Assembly,
Bulletin of the International Social Security Association, XVIII (Iebruary-
April 1965), 97-109.
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schemes imposed some sort of retirement condition, ranging from the
stipulation that the worker give up all remunerative work to less
stringent rules, such as limitations on earnings up to a specified age.
With only one exception, the 20 schemes having no retirement test
were content with their arrangements, whereas almost half the 37
having such tests reported some sentiment for changing the regula-
tions. The estimated costs of eliminating the retirement condition
ranged from “negligible” in Italy to a 40-percent increase in Jersey
(C.1.). The estimated longrun rise in cost in the United States was
10 percent.? |

Higher costs resulting from removal of a retirement test would
presumably be more than offset by an increase in the total output of
the larger labor force. If the state of the economy called for additional
manpower and retirees constituted a potential labor source, waiving
the retirement test could be justified, since it would furnish the induce-
ment to older workers to remain in the labor force. The three countries
in the present study with the tightest labor markets impose no retire-
ment provision. In Sweden, entitlement to benefits does not depend
on financial participation of the worker or on any qualifying period;
the scheme is tax-financed and allows concurrent receipt of wages and
benefits. Switzerland and the Federal Republic of Germany have
social insurance schemes in which the pension is again not contingent
on retirement or income. Moreover, the German worker may claim an
advanced pension at age 60 or afterwards if he has been unemployed for
a year and is unlikely to find work. The United Kingdom and the
United States apply earnings tests up to age 70 and 72, respectively.

The tendency for actual retirement age to approach pensionable age
is easy to understand in an economy of labor excess. The bidding for
limited jobs must either force some of the workers out of jobs or push
down the wage rate; the latter would require considerably more down-
ward flexibility of wages and prices than has prevailed in the postwar
economy in the United States. Thus, those workers who have pensions
are expected to vacate their jobs in favor of younger men who have not
only better education and more up-to-date skills but also greater finan-
cial needs. It is precisely the logic of this retirement-on-schedule pat-
tern that compels attention to any movement toward a lowering of
pensionable age or even any increase in the prevalence of early-retire-

10 Ibid., pp. 105-106. The author concludes : “The literature indicates that there
is a relationship, in a given country, between the existence of provisions requir-
ing a pensioner to retire from paid or insurable employment or to limit his
earnings in order to receive his pension, the nature and purpose of the old-age
scheme itself, the economic conditions prevailing in the country and the pro-
portion of the gross national product that is made available for social seeurity
programmes. However, it has not been possible to confirm that such relationships
exist” (p. 105).
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ment provisions in private-pension schemes. The question of whether
the age at which one may retire is to become the age at which one is
expected to retire must be kept clearly in mind.

RETIREMENT POLICY AND MANPOWER NEEDS

The imposition of a retirement condition and the selection of pen-
sionable age itself are likely to reflect the policymaker’s view of the
manpower situation. One of the major considerations in the establish-
ment of old-age benefits in the United States was the intent of
drawing elderly persons off the labor market and thus helping to
restore the balance between the supply of and demand for labor. It
followed that the benefit would have to be contingent on actual retire-
ment. The lowering of pensionable age for men further recognized the
need to provide income for men aged 62 to 64 who for reasons other
than disability could no longer find employment. But perhaps the
clearest example of the relation between manpower problems and
retirement policy is the pension scheme negotiated by the United
Automobile Workers. Here, the need to remove the excess of labor
from a rapidly automating industry led to extremely generous prlvate
pensions, permitting workers to retire as early as 55.

In contrast, the nations of Western Europe have attempted to keep
older persons at work, and the advantages of a flexible retirement age
are frequently cited.** Although pensionable age clusters at 65 for
both men and women in the member countries of the Organization for
Economic Cooperation and Development, inducements to continue
worklng, such as West Germany s scheme for increasing the size of
the pension if retirement is postponed are frequent. In Sweden the
pensionable age is 67, with provisions for a .6-percent reduction for
every month the pension is taken prior to that age, down to 63; a
similar increment is added for each month beyond age 67 that the
pension is postponed Tn Great Britain the newly introduced grad-
uated pension, not being subject to a retirement test, may prov1de some
incentive to work beyond age 65.

Although convincing arguments are being made for flexible retire-
ment age in European countries suffering labor shortages, there has
been no attempt to raise pensionable age. It is understandable that
there is also no movement to lower the age of retirement, given the need
for manpower. Curiously, while incentives are being offered to older

1 See, for example, Sven O, Hydén, Flewible Retirement Age (Paris: Organi-
zation for Economic Cooperation and Development, 1966), Other OECD studies
dealing with retirement and older-worker problems are: A. Heron, Age and Em-
ployment (1962) ; Stephen Griew, Job Re-design (1964) ; R. M. Belbin, Training
Methods (1965) ; Irving Sobel and Richard Wilcock, Placement Techniques for
Older Workers (1965) ; Bert Andersen, Work or Support (1966) and The Em-
ployment of Older Workers (1965).
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workers to keep them at work, there is strong pressure for shortening
the workweek and lengthening annual vacations. Moreover, there are
many inducements to bring women into the labor force: child-care
centers, special arrangements for rest periods on the job, and extensive
maternity- and sick-leave provisions.

These attempts to serve manpower needs by increasing the number
of workers, while still allowing each employee gradually to reduce his
workyear, are in direct contrast to the situation in the United States,
both as to manpower needs and the manner of meeting these needs.
Here, demographic developments have been markedly different. The
population of working age has been growing rapidly and will continue
to do so; comparable data on the percentage increase, 1966-1976, in the
United States and in European nations, summarized in OECD studies,
are as follows:

59 10-14 15-19 20-29
0-4 percent percend percent pereent percent
Austria France Netherlands United States Turkey.
Belgium Norway Portugal
Denmark
Germany
Ireland
Italy
Sweden
Switzerland
United Kingdom

In addition to the much greater increase in persons of labor-force
age in the United States, the faster pace of technology in this country
has reduced the demand for labor per unit of output, thereby creating
a further labor market imbalance. The solution to this imbalance has
resulted in growth of leisure in a form that differs from any added free
time in the European nations. Here, the labor force has been reduced
at both ends of the worklife span. Despite the fact that our age of
entry into the labor force has traditionally been much later than in
European nations, the movement toward further postponement con-
tinues here, with Sweden the only close competitor in number of years
of schooling provided youth.

The allocation of a substantial portion of the growth in leisure to
the retirement period has the advantage of making the free time
available to all workers who survive to retirement age. Conceivably,
leisure in the form of extended vacations might be somewhat less
evenly apportioned over the labor force, accruing, initially at least,
most generously to workers whose bargaining strength enables them to
gain contractual concessions providing for reduced working time.**
Moreover, there is the broader question of the extent of the practica-

2 he author is indebted to Robert L. Stein, formerly of the Office of Research
and Statistics, Social Security Administration, for raising this question and
making other valuable criticisms.
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bilityof tradeoff between retirement leisure and vacation (or other
workyear) arrangements. The dificulties inherent in a reapportion-
ment of the amount of nonworking time now available are clearly
evident in the discussions surrounding any proposal for reductions in
working hours, Finally, we know very little about workers’ actual
preferences as to the distribution of free time. The question of whether
increased leisure in old age is in fact preferred directs attention to a
consideration of the broader issue of the allocation of future leisure,
which promises to grow rapidly. Evidence that other advanced coun-
tries are choosing patterns of leisure time that are somewhat different
from our own underscores the importance of discerning actual pref-
erences before policy is established.
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5 Income Maintenance
in the United States

DURING THE PAST DECADE both real incomes and the number of hours
free of work have grown rapidly in the United States and most
Western European nations. The amount of free time currently avail-
able to a worker varies in the different countries, and there are im-
portant diffsrences in the forms the additional leisure is taking. The
European nations surveyed have distributed the year’s leisure more
heavily in annual and public holidays and less in a shortened work-
week than has the United States; however, there are now strong drives
throughout Western Europe to reduce hours worked per week. As
to change in worklife, the pattern varies from one country to another.
Sweden has decreased significantly the labor force participation of
young persons while increasing the activity of all women beyond teen-
age. The Federal Republic of Germany and the United Kingdom
have lowered somewhat their traditionally high work activity in
youth, with the participation of older persons changing less signifi-
cantly. Switzerland continues to have a long worklife for men and low
participation rates for women, the rates for both changing more slowly
than in other nations.

CROWTH OF LEISURE IN THE UNITED STATES

Growth of leisure in the United States promises to be even greater as
technology continues to raise productivity per manhour. As a rough
dimension of past growth in free time, the employed worker has about
1,200 hours per year more nonworking time than his 1890 counter-
part. The additional time is apportioned over the year in the following
forms: reduction in workweek (from 619 to 40.5 hours), approxi-
mately 1,100 hours; increase in paid holidays (4 days), 32 hours; in-
crease in paid vacation (6 days), 48 hours; increase in sick leave (1
week), 40 hours. The shortened workweek has thus accounted for most
of the century’s rise in free time during worklife. In addition to a
shortened workyear, nonworking years have grown by about 9 for a
male at birth, with present life and worklife expectancies. This in-
creased free time, therefore—bunched at the beginning and end of
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worklife—amounts to about one-third the amount added through
workweek reductions, added vacations, etc.*

With regard to the possible future growth in leisure and its distribu-
tion, rough estimates have been made on the basis of anticipated rates
of economic growth, population increase, and unemployment levels
and under varying assumptions regarding preferences as to the distri-
bution of time between work and leisure. At one extreme, assuming no
change in working time, per capita gross national product could rise
from $3,181 in 1965 to $5,802 in 1985, or by about 80 percent. At the
other extreme, if one supposes that all growth is taken in leisure time
except the amount necessary to keep per capita GNP constant at $3,181,
the possible changes in working time would be as follows: the work-
week could fall to 22 hours, or the workyear could be limited to 27
weeks per year, or retirement age could be lowered to 38 years, or
almost half the labor force could be kept in retraining programs, or
additional time available for education might well exceed our capacity
to absorb such education (see chart). ‘

Alternative Uses of Economic Growth: Per Capita Gross National Product‘and
Hours Worked, 1965-1985

Hours Worked

Pz Copita GNP Per Year

6000 . ’ Per copita GNP with
X constont workyear

Length of workysar with 2/3 of projected
growth token in income, 1/3 in leisure

Per copite ONP with 2/3 ci prejected
grawth teken in incems, 1/3 in leisure

Length of workyear with
= constant per capita GNP

1000 - -~ 500

$ <
L xt | N 1 1 1 i ] ] 1 1 1 ] ] l$

1965 j EIN ) 1975 1980 1985

Source: Juanita M. Kreps and ’Joseph J. Spengler, “The Leisure Component of Hconomic
Growth,” in The Employment Impact of Tec inological Ohange, Appendix Volume II of

Technology and the American Economy, fig. 5, D. 364 (Washfngton: U.S. Government
Printing Office, 1966).

1 mstimates prepared for Kreps and Spengler, loc. cit., p. 855. For sources, see
especially the summary data presented by Ewan Clague in Hearings, Hours of
Work, loc. cit., Part I, pp. 73-104; also the other sources cited above in chap. 3,
footnote 8.
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More realistically, it might be supposed that the division of produc-
tivity gains would be approximately the same as during the first half
of the century—two-thirds in increased goods and one-third in time
free of work. Then per capita GNP would rise to approximately
$5,000 by 1985, and the immediate growth in leisure would be sufficient
to achieve the following goals: retrain 1 percent of the labor force
annually and increase vacation time by 1 week for each worker. These
goals could be attained by the late 1960’s. The workweek could then
start declining by, say, one-half hour per week in 1969, the decline
reaching 214 hours per week by 1980. Between 1980 and 1985 society
could choose to retrain much more heavily (4.25 percent of the labor
force per year) or add 115 weeks per year to vacation time. By 1985,
the choice could be between retraining almost 7 percent of the labor
force annually and taking an additional 8 weeks of vacation. Ob-
viously, other choices are possible.?

In summary, the amount of time free of work in the United States
not only has grown rapidly during this century but also is destined
to expand to much greater dimensions in the coming decade. What
forms this new leisure will take is of great significance—as important,
perhaps, as the composition of the goods produced. A greater amount
of free time at the end of worklife is but one of several forms in which
leisure could be allocated. Its desirability over other forms of free
time, moreover, is in part dependent on the financial arrangements
made for the retirement period, or on the temporal distribution of
income.

THE PROBLEM OF RETIREMENT INCOME

To the extent that the growth in nonworking time takes the form
of a shortened workyear, the cost of the leisure, measured in terms of
product foregone, is concealed in the wage/price relationship, and
income-maintenance arrangements are not affected. Increased leisure
in the European nations, being apportioned largely in shorter work-
weeks and longer vacations, has not magnified the problem of income
maintenarce in old age. Tight labor markets, moreover, have encour-
aged the utilization of older persons who cared to continue working.
In the United States, by contrast, the level of unemployment during
the past two decades has led industry and the Congress to make early
retirement possible. Meanwhile, few incentives have been offered to
induce continued labor force participation past the age of 65.

As F. Le Gros Clark has pointed out, the acceptance of 65 as
the age of withdrawal from work occurred earlier in the United States
than in the United Kingdom, and an inching down below age 65 has

? Kreps and Spengler, loc. ¢it., pp. 363-65.
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now begun in this country. Whether such a movement will continue
here and develop in other nations as their income levels approach our
own is difficult to predict. Nevertheless, it is clear that certain vetire-
ment-related problems are peculiar to the United States, if for no
other reason than the fact that we reached a certain level of economic
development somewhat earlier than other countries.®

Perhaps the best indicator of this nation’s economic advance is its
faster pace of technology and the resulting acceleration of real incomes
during the past two decades. Higher postwar rates of economic growth
in Western Europe have narrowed but by no means eliminated the
United States’ lead in per capita income. Paradoxically, the higher
per capita income rises, the more acute become the income problems of
certain groups of people, i.e., those groups who are not current par-
ticipants in the economic process. For the higher income reflects higher
productivity per manhour, and such increases in our economy are
oxpected to accrue to the workers who are actually at work rather than
to those of the preceding or succeeding generation of workers.

Considerable disparity between income during working and retire-
ment years may be more acceptable in an economy that places great
stress on the output of the individual worker. Job performance is sup-
posedly rewarded by & wage roughly commensurate with productivity;
in fact, the promise of higher income provides the incentive for greater
worker effort. Given a wage structure explained largely in terms of
output per manhour, it is easy to develop a rationale for variations in
wages for different jobs (or individual performances on & particular
job), a gradual decline in income if productivity declines with age, and
a still lower assured income during retirement.

The social security program justifies a transfer of income from
workers to nonworkers on the basis of previous earnings and contri-
butions. The essence of the retirement benefit—this transfer of income
claims from workers to nonworkers—is not always recognized, how-
ever. That such a transfer is necessary may also be obscured, and the
range of options as to methods of transfer may not be systematically
explored. Intergenerational transfers of income, once made chiefly
within families, have come increasingly to be made between workers
and nonworkers, irrespective of family ties;# and the remaining issue
has to do with the amount of the transfer, ie., the extent of the
smoothing-out process.

In explaining the development of a scheme of retirement benefits,
the role played by economic ideology cannot be overlooked, even

—_— e

s Frederick Le Gros Clark, Work, Age, and Leisure (London : Michael Joseph,
Ltd., 1966), p. 137.

¢ Juanita M. Kreps, «Eeonomics of Intergenerational Relationships,” in Ethel
Shanas and Gordon Strieb (eds.), Social Structure and the Family: Generational
Relations (Englewood Cliffs: Prentice-Hall, Inc, 1965) pp. 267-288.
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though its quantitative importance is difficult to assess. For whatever
reason, reluctance to apportion larger percentages of the nation’s in-
come to retired persons in this country—in contrast to the allocation
made from much lower incomes in the Federal Republic of Germany,
for example—results in a marked difference between the income of the
worker and that of the retiree, even when the savings and part-time
enrnings of the latter are included. The problem of income mainte-
nance in old age is magnified now by technological developments that
render obsolete the job capacities of older men of low educational levels
and by the present shape of our demographic profile.

THE TEMPORAL DISTRIBUTION OF INCOME AND LEISURE

To the extent that free time is chosen by the individual in lieu of
income, the worker maximizes his satisfactions, given the overall time
constraint.® There are, however, instances in which time is not con-
vertible into income, although such a conversion would greatly in-
crease total utility. Uremployment is the prime example, but involun-
tary retirement may result in much the same removal of the income
alternative. Free time may in fact have no utility in periods when it
is excessive, nor work any disutility when it is very scarce.

The concept of diminishing marginal utility, whatever its short-
comings, is applicable to the consumption of leisure time as well as
to the consumption of goods. It is a balancing of goods (i.e., income)
and leisure that maximizes satisfactions, and this balance may be dis-
turbed by too much free time in one stage of life and too little in
another. Similarly, a somewhat more even distribution of income
throughout the lifespan might increase the total utility of any given
amount of lifetime earnings. Such a smoothing of income can be and
often is accomplished by individual savings arrangements; many peo-
ple, on the other hand, have extremely high time-preferences for goods
and relatively little willpower for saving. Reliance on some form of
forced savings is therefore quite commeon.

Since it is not possible to save the goods one produces this year for
consumption several decades hence, today’s worker can only acquire de-
ferred claims against the goods produced later in the form of an an-
nuity or “rights” to retirement benefits. In the case of an annuity, he
knows how many dollars of income he will receive (though he does not
know what their purchasing power will be) ; rights to retirement
benefits, however, are not guaranteed in amount. He knows only that
if payroll taxes go up now he will have fewer present dollars, retirees
will have more dollars, and (since benefits have never been reduced) his
own benefits will probably be at least as high as those that beneficiaries

s See Lowell E. Gallaway, “The Aged and the Extent of Poverty in the United
States,” Southern Economic Journal, XXXIII (October 1966), 212-22.
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are currently receiving and presumably will reflect to some extent
changes in earnings levels as well as in purchasing power.

The smoothing of lifetime earnings roughly in accordance with
family needs throughout the life cycle is more easily accomplished the
longer the worklife or the more heavily the leisure is apportioned dur-
ing worklife and the less it is bunched into retirement. The more con-
centrated the working time, obviously, the more concentrated will be
total earnings. If retirement age is lowered, the volume of income
transferred from workers to nonworkers must be increased just in
order to hold benefits to their present level. Attempts to set percentage
limits on the payroll tax—if this is to continue to be the sole source or
revenue for benefits—are therefore tied to the question of the temporal
distribution of leisure.

At present, our most vexing income-maintenance questions pertain
to the issue of early retirement—its financing and the extent to which
the retirement years are to absorb the leisure component of the Nation’s
economic growth. The positive value to retirees of leisure in this ex-
tended form has been given little thought, and there are no parallels in
other advanced countries that one can study. It is clear, however, that
any significant trend in the direction of early retirement calls for re-
examination of the income-maintenance rules for at least two reasons:
(1) The retirement benefits available to early retirees are particularly
low, and private-pension coverage, though growing, is still limited
to a small proportion of the total labor force, and (2) the added length
of the retirement period thins the annual income from savings and
cther assets meant to be spread over the nonworking period.

Whether additional leisure in the form of early retirement is the
most desired allocation of any new free time we choose to take is also
a question for consideration. Although the European nations, with
somewhat lower incomes and less free time, do not face this question
immediately, it is evident that reduction in retirement age has a very
low priority in their range of leisure preferences, which are for shorter
workweeks, additional holidays in some cases, and extended education
and training periods. These might well be preferred by workers in
this country if they were, in fact, alternative options. Preferences
for a shorter workyear might be expressed even among those workers
whose retirement incomes are adequate; certainly this would be true

for persons retiring on reduced social security benefits alone.
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Appendix

Notes oN CENsUs DATA For INTERCOUNTRY COMPARISONS AND ComMm-
parisons WrtHiN Countries Over TiMe WiTH RespeEcT TO LABOR
Force Activity RATES

INTERCOUNTRY COMPARISONS

West Germany, United States, Sweden.—Reasonably comparable
labor force survey data are available for West Germany, the United
States, and Sweden for 1963 (table 6). The labor force includes per-
sons who in the survey week worked at least one hour, or were unem-
ployed but looking for work. Unpaid family workers are included, and
the United States and Germany include persons in military service;
Sweden excludes persons in compulsory military training. The United
States lower rates are somewhat understated by the inclusion of 14-
year-olds. Swedisk labor force estimates for 1963 do not include per-
sons over 74, but calculation of the lower limit to the activity rates of
the aged yields a rate higher than that in any of the countries except
Switzerland.

United Kingdom.—For the United Kingdom, 1964 forecasts are
used, and although these are not based on a survey their coverage is
comparable to survey data in their inclusion of part-time workers, the
unemployed, and at least some unpaid family workers.

Switzerland.—Swiss figures are the least satisfactory for making
comparisons. Census figures are available for 1950 and 1960, but the
coverage was different from what it now is. The labor force through
1961 included employed persons and nonemployed persons (rents- and
pensions-receivers and persons with unknown earnings). The remain-
der of the population consists of dependents, inmates of institutions,
and jobless persons in “strange” families. :

INTRACOUNTRY COMPARISONS OVER TIME

Several problems arise in the study of changes within countries
over a period of time. First, the degree of change is quite sensitive to
the choice of terminal year and the time of year, as in the case of
West Germany, for example. Second, the selection of the end year is
dictated in most cases by the availability of data; hence it is not pos-
sible to show changes over the same time interval for all countries
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(table 5). At best, the figures are rough indicators of intracountry
changes in labor force activity.

Germany.—For Germany, 1951 census figures cannot be used for
comparison because in that year only persons whose employment was
their primary source of livelihood were included in the labor force.
Although data based on this definition are available for 1961 most
comparisons appear to be based on microcensus data, which use the
1963 definition described in the section above. Accordingly, figures
are presented for the first and last years (1958 and 1964) for which
they are available for the Federai Republic, including West Berlin.

Sweden—The Swedish data used to show changes between 1950 and
1965 are not comparable to those used in the intercountry comparison
for 1963. The latter cover all part-time workers. The former are based
on the census definition of the labor force, which includes only persons
working at least one-half the normal workweek (1960 and 1965) or at
Jeast one-half the normal workday (1950 census). In addition, the 1965
figures are forecasts. Since these data exclude many part-time workers,
and those unemployed or temporarily absent from work at the time of
estimation, the degree of change based on such data may not be used
for comparisons with changes in other countries. The changes in
participation rates through time, although not strictly comparable .0
the changes observed in other countries, were extremely pronounced in
the 1950-63 period, particularly for young men—a decline of about 29
percent during the period. A second significant change was the steady
fall in the activity rates for men in the prime working age, 20-64.
Since part-time work and unemployment are least significant for this
group of workers, the coverage for this age span is most nearly
comparable between years and among countries. This holds true for
1960 Swedish figures: the participation rates by the census and the
survey definitions are 92.0 and 92.5 percent, respectively. Assuming
that it also holds for intercountry comparisons, Sweden is the only
country analyzed for which the 20-64 male participation rate did not
remain stable.

United Kingdom and United States—Data for the United King-
dom for 1951 and 1964 and the United States for 1950 and 1963 are
-nore nearly comparable. Coverage of the United Kingdom 1964 fore-

ssts differs from 1951 census figures primarily by including in the
forecasts United Kingdom soldiers and merchant seamen stationed
overseas and excluding foreign persons in these categories stationed
in the United Kingdom.

Switzerland —The Swiss comparison uses 1950 and 1960 census data
and is therefore adequate for showing changes within Switzerland.
But the labor force definition is sufficiently different from that used
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elsewhere to makeT,liE}:ountry comparisons hazardous.
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