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-".?L 'US Siwate, .o
r,,Smoru. Counmm oN ‘AcinNG, .’ L
... Washington, 1 D. ﬁ'
The-.commi tbee'.me ?Buﬁuanﬂo recess a 40 g.m.,;in room’ 6226, o
Dn'ksen §enate Oﬂice dmg, Hon. . Chuxch (chuu-man)

r%gebent Senators Ohurch Chﬂes and Perc ’ e T
¢ William E.;Onol’staﬂ' dlreyctor Da.v1d A. Aﬁeldt : ‘

‘presen P
chief counsel ; GarryV Wenske, assistant counsel for operations; Lét’i- RS
tid Chah) rs mmonty staff director; David A.'Rust; Tony Arroyos, , }

s,:minority ofegsmnal staff. members; Marjorie .. - i«
; correspon ence, assns nt ;. b,nd Madonna. S. Pettlt resea.rch- ST

RS

L)

Senatox‘ : on The hea?tiilg w1ll plea.se come to order. il :
"My 'statement ‘will be brief this morning because I ]udge yest/er- L
gia.y’s session we will have ntich to talk about today, with both-a Cab- -
met..member ‘and 'a highly'in ormed expert on’ our witness. lst.But I - |
 woilld: like to point 6ut that yesterday’s testimony andthe questlonmg L
mvldad a d foundatidy for what may be the primary poiit to be' .

i morndng. A.nd that question is: What more-should the:
«Unxea Sta.teS'be .doing to promote. retention of older persons.in the -
abor force, as' a.“ma.tter of their own chmce, instedd of' mtlrmcr f.hem, <
often: 'wit.hout choice? AT P
& _Yesferda. -we heard compellmg reasons for questxonmg the current s

, trend to ear jor and earlier retirement :

N 0::1; it flies in the face of clearly foreseeable demographlc changes,. .
inc udmg & rising proportion of older persons at the same timethat the - .

. percentagerof young ﬁersons in the work force is ex ected to decline.. -, -
No?f2 'some of the est growth will be among the very old, espe~ .. -
rdy thiose 80 or over.'Both creta.ry Califanoan Dr Harold. Shep-f R
‘l.whaslzed this point yesterd gv and Dr. ’Sheppard said: that . -~ 7
here ¥ill-be 8 million persons over 80 by the year 2 000 'or a.bout 1 o
million:more than had been projected as late as 17T e e O
Wil gven a-four-generational family be able to provide support serv-' R
ces to the very.elderly of the ear 20258 Afteriall, if current trends . B
hold;-the very-old: persons of penod wﬂl have: fewer oﬁsprmg tb
~help ¢ care for them. S




Sl S
uinless’tho inflation is somehow 'epliml, won’t mora workers * ",
o rlj{m&}retnont‘ because of theiriown individual realize- =
¥ n ‘ ncome is-fai Jess 'ndjuatn}ale to risifig prices than -
G ST e . et . e v . L
Arid:so’if early retirement is under increasing scrutiny and concordi, .
3 do to.answer the question raised earlier{ THow do we keep,

RN

- .

I

T ¥ hadabb . we,— : .4 P!—‘Q a liaA,v'l:. 4201 k.
tu nia ( deﬂ'"l; L. . L '.' o
" Secretary Marshall, I am glad that committee discussions with your
partment indicate that you plan to grapple with that issug, among

others, this morning, ' ~# v

Y wonld like to close with two questions,

‘The new “Eniployinent and Training Renort"’ of the President, - .

B sﬁﬁ’sﬁ@ﬁnﬂﬁaﬂ& a5 required by the CETA—Comnprdhensive Employ-
. mentand Training Act of 10 3—has a.chapter. on older workers. At
. ong point, ‘ga'gejf)s,fthe; port says that’%}xg senior community service .
. employment program funded through the-Older Américans Adt but -
4 ‘Rdministered by the Department of Labor, offered prrt<time work to
.. 87,400 economically disadwantaged persons aged 556 and over. That
<. 7+ .number has gone up ‘po,mt:%gthan 47,000 at this time. Wo would like
Ll tokiow if you, yourself, are atisfed with the growth of this particii-
s o lar program. o, S T '
s 07 Second, the recent “Age ‘Diserimination Report,” together.with in-
' .- . formation received from’ the committee from time to tine, asserts that
.."" ' directors of ggperal manpoywer projects, such as GETA: often.say that
~ they.do not have to serve older workers because, after all, there is title" -
- TX.n categorical program for thatage group.” . T
.* ¥ Now the comm)ttee has heen told that there has been some upgrading
.. of alder worker participation in CETA, but we would like to haye your
v yiew with respectsto thisaswell. - °. - o
2w UM, Secretary, I ask these questions now in the hopes that you may
v deal with them as you wish during the presentation of your testimony _
. thismorming., oL . :
...+ We welcome you, Mr. Sécretary, hnd I invite you to proceed.
: . SN . . - . . ¢

" STATEMENT OF HON. ¥. RAY MARSHALL, SECRETARY, DEPART.
. ", MENT ‘OF LABOR, ACCOMPANIED BY PETER HENLE, DEPUTY:
" 'ASSISTANTPSECRETARY ..~ ' &
o Sefcretaty#l\ﬁmsxmx:n. Thank y‘ou‘. Mr. Chairman.

. . . Tampleased to have this opportunity to present to you my testimony
"_. . .on retirement issy e Employee Retiroment Income Seofirity Kct, .
which is designed to’protect private pension funds so that they wwill be
available for workers when they reach retitement age; and the _
.D,i.scgimina_tion'in Employmént Act, which is designed to prevent dis- .
;- crimination against workers for reasons unrelated to their ability, that
o 17, discriminatign because of age. oL e
"['That act alsh requires that we-attempt to help older workers meet
the employment ‘problems they face and to see employers develop pro-
.-.- cedures.to maké;better use o { older workers. We are; in addition, re- -
- .sponsible. for the "Comprchensive Employment’ and_Training. Act;” "~
.+ which- provides job opportunities for older Amcricans. -’ R
Ll ety . e . oo . o -
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* programs.and they recsived $1.7 billion. By 1075; there were 7 ihil- .
ﬁph,:benéﬁciaries and these beneficiaries received $14.8 billion. Right -

*-‘“ﬁi‘g\her “for those-just .en

¥ trends thalttinfubnco ouy abilty fo

‘presented to you, hut let me highliglit -

pcm‘r;e 0 tix;g at eavlier 'ag'es.gln

god 6B 'and over were in the labor force. By
ad £6.20 percent. There have been less dra-

yt-the figares are similar, There arc &lso
age.bs to@5. - - ' o

. ency for Americans to retire at carlier

gis thiat th ; al ty'and private etirement, systems rovide
ﬁ%@&él‘"bpwrt%%l@tyéigj‘;.péopiﬁ to -régr’e; '!ﬂg'S'oéml g,ecum_tv ct now
lw:,slt pq@iﬁlg‘.fdn'fp’goplosto alect benefits at 62. The evidence indi-_

A major reasén for.

‘At:the same time, there hes been a rapid expansion of private pen- -
gion' plans. In 1960, there were about 1.8 million beneficiaries'in these

now, just:about orie-half of all private wage and salary workers in the

T rigan work force parti in retirement-plans. -

# . izAnother.significant part ‘of thé\trend is that a brger and larger

“.+. number qf people retire: ‘

.. 'v.other retirement plan. Social 3
:in 1977, 80 percent of martig

and parti ipate in social security’ plus some

, g@fcouples and 18- pércent of nonmarried - -
ersons receiving social sgdiifity retirement beneﬁ?. The figures are’
ering retirelnent, with 40 percent of the

" couples and 25 percent:of individuals participating in sécial security

‘also receive payients under some other plan., " . ~
. . . il

- Pers1sTENCE, OF POVER

o ’Lf.:&:I: thl;lk it is fair to éay that with social security, and with ﬂie,éx- /
""" 'pansion of private pension plans, older~Americans today ‘are much -

.‘.'3
R

more fortunate than their predecessors. Theyare retiring with greater
financial security than ever before. However, too many Americans pust
‘60 are not financially sécure. While we have done much, to eliminate
‘poverty among older people, it is still'a serious problem if terms of the"
‘number of people involved, even if less dramatic, in terms of pgrcent-
agesof peoplemvolved. "~ - 1 - =t L
i Your interpretation -of this particular problem depends wpon the

P

'\ 7 estimate-that you use. The official poverty evel is about $2,700°for qne .
* "person over 65, and $3,400 foran aged couple in 1976. Using this for-

> ‘mnld, the number of older persons with incémes, below the levél may

G
gl

be as low as 1 million, ¢ less than 5 percent of persons over 65. The

<BLS family budgets %r ide-an alternative mewsute of living costs for®

- retiréd -persons.in url

-

an aréas. In 1976, the lower level budget was - -

;about $4,700 for a rétired couple—nearly 40 percent higher than the
‘1f)overtystandxrd g this budget, the number of:older ericans\. - ...
= la.llnig below this léyel may be as high as 8 million, or almgst 15 per- \
cent: of those persons over 65.:* IR _ ce
= o 7.  w )
el —~ e f

ites that thebenefits available under the social security system haye

mproyed troyp $188.n 1980 in constant 1975 dollars, to $207 in 1_9715.
A 1960,-85 pard _;‘tqgotfthc'a«-&eo%lé.‘.éligible for social security received =
-fits, By 1(76¢ this nimber-had increased to 95 percent. ‘ Lol

furity Administcation data show that -, =
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. . sists of people w

%theiwensionylm&become :

- challenges that wo face is not ?
.. retirement but to make it possib

LT e

L Y "' .

Tt is important tp ask who arc these people who are below the BLS

lower lev budﬁeﬁ nd they tond to fall\in two categorics. One con-
th no private pension plans. The other includes those®,

recoiving benefits from. private pension plans which are not protected

against inflition so that the longer thoy are retired the less valuable

4

% , e

There is a corrélation betweon wage and salary Jovels and participa-
tion in private pension plans so thiat workbrs with very low levels of
income are less likely to Eavo coverage than workers with higher levels,

Theo second catégory consists of those®people who are forced to re-
tire from the work foree becaust of various personal or physical condi-
tions. We are, therefore, loft with a challenging problem of providing

.for active participation of older workers in the wérk fonce well into

their sixties and beyond. It scems to me.that one of the most important ;
just to make workers secure In their ~'- -
o for.them to have fuller employment
at higher earnings if they want to continue. - -
CriANGES SN Tiie ADEA /

1

: 'Now there are a number of laws and programs designed to holp oldér '

Americans, and I would like to mention just a few of these. One that

we are responsible for is the Ago Discriminatfon in Empjloyment Act,
‘which is n major tool for assuring older workers of their job rights,,

" Now the purposes of ADEA are threefold : (1) To promote employ- .
ment of older persons based on their ability rather thap age; (2) to
prohibit arbitrary age discrimination in employment; and (3) to help -
employers and .worlkers find ways of.meefing problems arising from”

~~ . the impact of age on em loyment.

4 .

b

]

]
g “ ) 3 ' L - -
- El:he issues of 1 ¢ adequacy
me

~ As you know, under the ADEA amendments enacted in April of this
year, protection under the act lLiad been extended by barring mandatery

_ retiremnent in private industry before-age 70, beginning January 1,

1979. Understhe original act, employees in privato industry could be
mandatorily petired at age 65.-Ilowever, ns of September: 30 of this

~year. ADEA "coverago fo Federal employees will apply without ard
upper age limit, and an age 70 mandatory l’ctire‘lnent requirement will

. be repealed. The enforcement provisions of the act are also strength- .
- *erfed by the 1978 amcndngnts. ‘Work opporturiitics for older workers
- will be expanded greatly

y the amendments, especially for those who . .
_¥Would have faced mnfxdatory retirement at age 65 and desire to, con- -,
tinue working. 7 . '
The Depart "
raising the u

~F,(gf.\]'_m'l?drjie. also _re(}uired to examine the éffect of ()
uppef dgeé limit in the act from age 65 %o 70 with a view =
to determihing fthe feasibility of raising the limit further or elim-

* .
1

inating itin the future. We are required to report to the Pressdent
and the Congrets on this study on an‘interim basis by January 1,'1981, .

and to jsjljﬁ a final report by January 1,1982. .. . 1’ ‘
. - AN AciNe PorusdTIpy - R k

] ’ L < i e D) . : :

> : and' employmcnt'pgtiof\s'_for olded
ricans will becord® more acute &s bldér persons become « larger . .
and larger shure of the total population. ) S i .

to . ')' . e M -’”\o-

4

. . +
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14 i impdrtant to

T s

D T
note that this procoss will take p ally
nd women' over, 65,

ar s tltagir -Numbers will increase to 838 milliopw
roent the smjgted;totuli-—however, by 2088, with,
5, '8‘;;\-10

persong over, 8 ‘pergent of the "projo‘cted total popdlation, .*
= +'This frrc will have far-reaching effects on soléie';y.und -gocial
" institutions. I¢"will place a tremdndeus burden op the social security
- . 'system' andtherefore. on - the tﬁounger. ‘working * population. In

strengthening. the~financing of thie social security system in 1977,
Congress mandated an increase in the payroll tax frgm 12.1 in 1078

_to 153 percent. in 1990, Given current actuarial projections, the tax
" rate will haxre'to be increased by -an idditional 4 perceptage pojnts
+ byd2088 in order to maintain ‘the systend’s solvency and projectedm-
¢ fit levels..Our. advance kilpwledge, of oopx;y(u ords us time for con-
. . sidering other approaches. The adthinistfators of public employee
e pengio_pa.‘snppqrtec{' by.tax revenues, and of some underfunded private
=" . plans, must come to grips with these same quéstions. e
.y _The,impact of these changes will be mitigatéd by two factors, One
.~ 18 the increased pyrticipation of women in the labor force resulting
in increased revenues for the social security and public treasuries.

... .The second is the relative decline in the yout }}:lof)ulation, which ma
- result };x,.,alower‘ grewth in school and other child-oriented expendiy-
- tures. One way of expressing these factord isthrough the so-called
“dependency. ratio,”. which Mgnotes the aversge number of "non-
- workers who must be supporte b{ each worker. This ratio is expected
.. to decline from its current level of about-80 children and aged persons

s % s in acé" ady
: ,A%&"gﬂﬂ Joxt; three-quarters of a. centuty. Onmmt.ly,.{.he &m mﬁlibn\" .
men:'a gke lup about 11 gercent’ of the gﬁ ula- -,

<

. per 100,adults between 20 apd 64, to only 70 per 100 by the start of =

.~ the next century. At that &oint, though, it will begin to rise once
.~ more, passing the 80 per 100 mark againl by about 2025s The extent
«, to which these, factors will mitigate &e problem posed by an aging
*. bopulatjon cannot be accurately predicted at this time. - K
. These trends, hqwav'er,vleng
¢~ . expanding the employment, options of the aged. It wi]l be increas-
ingly difficult for all older: Ameéricans to experiénce %qomfortable
v retirement if we depend primarily on.“transfer” systelms supported
‘by smaller cohorts of younger workers, And yet, the prospect pf an

current low. birthrate ’makes itself\felt in the labor markets qf the
.future, the skills and contributions of older workers will be in€reas-
' ingly songht. Employers will find- themselves ‘competing for the

expanding older population 'alsoﬁms its optimistic aspects. As-the .

1,

services of older Wrs, possibly bidding up wages and accommodat-
or

Ing their, desires '
a positive approach in which they recognize the worth of their older

. employees, the ultimate result will be wider qpportujnigies and more |

o cooperative relations amony di/ﬂ’e_re

‘.

age groups.

e i .4*,_,“ 'CMN:r D L Errorts. *
' “The Department of, Labor is act? t th
. and futurg needs‘gf older /Amerlcans. Our current activities reflect
- tw,o_mnﬁQ;r concerns. A =

RARE Y RTTAE ' S—" B

ore flexible work schedules. As employers take

gréater nrgency to the necessity. of -

.. "

ly seeking to- meet the present

R TN

L3

L4
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- 'The Department's fArst major concorn is insuring that older Amerl-
: cn%in have the o‘&tion‘g ntinued employment. . L
o discrimina on-qp';n alder workers has not beefl-eliminated

. 2* " during the 10.years since otment of the Age Dincrimination in
" Employment Act, A made and the Department
" {s doingovery qit can:in order to be able to more accurately target

p older workers. ' : ' ' o

?' . ‘D $, p y m.,w A X C e 1
' "“%c Depsrtment of Labor has em&hnsizoﬁ ediication activities, en-
~.forcement, and the development of a body of legal precedents. The act
has helpe “older workers-in terms of increased job opportunitics a8
well'us reemployment, on-the-job gains, and back wages. Asa resultof
efforts we hape made to strengthen onr enforcement effort, a record
. $10 miflion ¥ monetary compensation was found ‘due to 1,943 indi-
L viduals 40-65 group during fiscal year 1977. :
- 'We are now working to develop policiés for the implementation of
.. thel978 amendments to the ADEA. ‘While enforcement responsibility
"y . fortheact’s prohibitions against age discrimination will be transferred
to the' Equal Employment Opportunity Commission—EEOQC—on
~ July1,1978, we will continue to exert full enforcenent efforts on this
\ vital program pending the transfer. : : ’
. \\ Research under the act-will continue to be the responsibility of the
N D,egn’rtment of Labor. We currently hdve an unsolicited proposal
: \ > yinder consideration that would implement the study requriement
- under section b of the ‘act concerning the upper age limit. We are’

\  determined to have the study underway as expeditiously as possible.
S\ " We also have a continuing responsibility under scction 8 of the -
©©, ADEA toundertake and promate rescarch with a view to reducing bar-

' \ riers to the employment of older persons and to disseminate the find-,
- \ingsof studlies and other materials to promote the employment of older
fsohs. One area that may prove worthy of future research is the
’ o&tio of flexible work arrangements for.older emnployees. Oldpr works
. e lanb;mldt have rtalie chag:e to“‘ealie into”. retirement,;to eox;t{gu :
WO at rewarding jobs on a part-time or -year basis, if they -
‘pre er.%ﬂmployers ide&lly should Froviderrﬁﬁmenu of options for -
the aldememployee: C tinued full-time work, regular part time, tem-
porery cillback, pnd consultini; relationship. Community work is yet -
anothér area in which the talents of o]de&:vorkers can be readily
utilized. - . s A ’ -
.We axe also involved more directly in providihg employment oppor-
tunities to older Americans. For example, we are charged with the
. administiution of title IX of the Older Americans Act—senior com-
., munity seryice employment program. Under this program, meaning-
ful partftah;e emg oyment is provided to low income, older workers.
Their work touches on a v riety of community activitiés and func-
.. tions. In addition, parficipan s receive substantial supportive services.” -
« - Tigle IX ts are-expectéd to provide 47,500 job .opportunities to
older:werkers urin§ e progtam year starting July 1, 1978. .
e oo <In-eddition, title I, 1T, and VI of CETA provide valuable public .
service employment, training, and comprehensive services to older"
L Americans. CETA. is estimated ,to have helped more than 98,000
o workers older than age 55 during 1977. Some-of the most successful
rojects have inyvolved senior citizens rendering services to other sen-
* jor citizens. l\ IS ‘ . .
. o A
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/ - age for which.the employes bargains.
!l

7 - -

" Mr,’ b l.rmm T want to assure you that tho probleas of oldor
or. Wo

Americans are of the utmost concern to the Department of La
ur‘eg:lev ever increasing amount of oﬂgrt to addressing these

-

" *matters, Enldrcement of the agoe discrimination provisions and pro-

lder—workers-provide 8

() B
!o thisconcern. =~ -+ .o ) S
Soccond, the Department. is concerned with inmuing a comfortablo .

retiremeént for those older persons who hitvo chosen to leave tho labor

. 'f,o'l‘hiﬁ is partly in connection with our concern fO{ the O1d Age Sur-
(

++ wivor Disability and Health Insurance Trust'Fl?n and their security
 but alsé in’ connection with the private pension plns under the Ein-
ployee Retirement Income Sccurity Act of 1074, hrough aggressively
enf%rcing our mandate under the Employee Retirentent Incone Se-

curity Act, we are doing évery thing we can in the Department to .

‘assure that when workers who aro‘oligble for these pensions got réady

' toretire, the funds are likoly to be the

‘The Department-is also involved with enforcing the provisions of
the Empltg'ee Rotiroment Income Speurity Act of 1974—ERISA. The |
shactment of ERISA was bzltsed on the renhznti(}n’t ]t,hntt.:t ension plt;n“

“oi£t?.from the employer, but is 8 part of the totql wage pack-
bkl reo b, ndor ERISA- millions of,
workers have n vested right to a pension where no such right txisted
before. Furthermore, all workers covered by ;;nyn'to.peqsmn plans are
protected agninst careless or unscrupulos administration, and those
who participate in defined benefit plans havo their vested benefits guar-

anteed by the Pension Benefit Guaranty Corporation. ... .

-~ As part- of its ERISA mandate, the Departient 1s particularly
interested in eliminatinig abuses in the private pension system. Con-
gréspional hearings preceding ERISA uncovered many instances.

-where individuals who had: expected to retire comfortably with dig-:
nity, found they would not receive tlie benefits they believed they hac

. earned. Among the- major reasons of this were inadequate funding

and misunderstandings abont expected benefits. The Department is-
. focusing its current efforts on climinating mismapagement and mis-
understandings by a combinntion of enforcement.activities and public.
edudation efforts. Wo feel that; due in part to our efforts, plan par-
ticipants have a better understanding of their rights under their -'])Ymm
. and the act. Furthermore, the Department’s active enforcement pro-
.gram is working toward insuring that assets in private pension pans
are used for the exclusive benefit of all plan participants and
‘ beneficiaries, , .
-Another aspect of the Department’s work in this area is the variéty
of public service employment prograins providing services to the
-elderly community, primarily under title' VI of the €omprehensive
. Employment and Training Act. Examples of the many innovative

"¢ projects suppérted under this title range from.a Wisconsin program-

_ . .aimed. at protelting the elderly- from unscrupulous insurance sales
" tactics to a Washington effort helping senior citizens apply for exemp-
" tions from utility surcharges. - . )
We also.-have a number of programs under which CETA workers
provide home health care to older workers. We think that thesc are
some of the most effective of the CET.A prograius that we have.
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- structure of work. °
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, /' TMOOMMENDATIONS );. ‘

' The D?pa.‘rtmehtf‘ Wil continue 1o .work jointly- with Congress in
the future to protect and expand the righta af older Amaricana,
Wo wonld lke to suggost nevoral aroas of primary concern?

‘Q'

rat: Tho onh ya for tho eldérly should ho
roviewed, ‘The rolo of the pri ! .
social accurity should be studjed with the aim of providing maro ade-
.Wl\mto incomeo uu;;‘port to tha rétired. pecial atten fon must bo griven-to
the effects of inflation on privato p dfon beneftfi. The soundness of
.the Governmont ﬂTnccd pmgr‘qms also ghould*be enre lly examined
. Theso are somo of tho inaues th will be nddrarseddyf the recently mi-
nounced President’s Commission on Ponsion Pojicy, which yill under-
taks & comprehengive review of rotirement, survivor, and disability.
programs existing in tho United States. '
.Socond : As a major employet, the Fedoral Govornment should be-
eamo o lehder in offering floxiblo work .schednles .and \wider career
options for older workers. The Popartment supports tho concopt of
Togislation recently passed by the 1{onso and pending hefore the Senate
which authorizes an ox'&enimqnt with flextime work opportunities
_ within the Glovernment, Wa also endorse wider opportunities for part-
time cmployment in the Fodernl'Government. .
- Third: Increasing attention should be given to enconraging private

‘employers to provide a wider roledtion of work: arrangements for older

workers. This committee may wish to consider further hearings to
pablicize efforts by private employers already offering ‘sich arrange-
ments, thus encouraging others to follow, this example,

Mr. Chairman, the Department of Tabor appreciates this chance to i

demonstrate its concern with the problems and oppottunitics facing

our older citizens. Wa look forward to working closely with Congress,

on the issues discussed today.
. Thank you. ~ o '
- Senator Crrongir. Thank vou very much, Mr. Seeretary.

. .1 wonld like to ask Sendtor Percy to asl whatever questions he has ,.

‘ " at thistimo as hohas another engagement.
. STATEMENT BY SENATOR CHARLES H: PERCY

- Seﬁntor’Pmcru‘Thnﬁk fQ\IZ\Schntnr Church. Senator Chiles and T
have to go to i markup, soX will bo very bricf. . :

vato penaton system and its Telation To

'Y

.

™

!

We appreciate very much itdecd your being here Scerctary ,Mazﬁ-‘

shall, and Y appreciate your considération, Mr. Chairman,

* THe semiratirement phase is.ono.of the toughest.problems now fncin:‘g ’

ns,and I think wo are less prepared to moye into this area than almost
any other now being considered by the Congress. The work of your
-Départment is essential in that regard. ST e ) .
would appreciate yqur comments on the generally noted\fgct jhnt
})eople' are, i l-predpared to retire, Those,who are, best prepare ften
\ave planned an

_their life, and they ‘arg generally pretty well organized people any-
yay-_-,‘-‘wg:almost yjsﬁ they would not retirg'so soon. Theg ml-)e ready
for it because, they avc“¥ uilt-up a lifetime of activities outside the

.
. - z‘ N ' (
BEE : *

3 . )

. ., N
= .
) . N . - ,‘ .
. -

___ha ANNe tako early retirement. They have thought about it, -
“they have discussed it with their families, they have made & plan fot
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#Fhosdaho.really depend om i Fyorle—some place-fo. go'to/some © -
people to berwithy some pf Psmé‘bf“’m?— ire’the oftes; least. "« -

fi ﬁfyt&h&wplanned theirlife.ag Well. ;g =50 T

o ke e .
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2 o T

; 34 be o) 5 e UQ':;).‘;- K o VRN
e e i RS iy T
e:':péﬁé‘h' Sdhgwsthagavhentwe introduced a pro< . * .7,

. % imy 0f Compulsory retazentéit'at ge'ﬁ&dwadlcél it pnlafphnis*esléin'tbag’si. Lo
‘We téquired béginning at age 65.a paid-Yacation plan. plus an extra -
“#nonth: the'next .year,‘-l‘gﬁtis_?ﬂ‘ahbn‘l‘zﬁs' the'néxt yefiry plus  months'the .
ext year, so they-phased out witha progam 6f15.wéeks of,counsel-- — ™ -
i g‘wﬁh ;the, akmﬁes ' years ‘priggy to refirement, on.various phases, = ..~
'ﬁadjmm&t'tzﬁ ¢ rel :‘:.‘t.' ‘-’“.""':"‘;:‘_"—;; ﬁ"‘ .t ,: i S
- T havg lost tra - reall a’sz;to"vehethez Qhos_e;‘png)gx‘tam_s»:our‘compﬁly IR
arted in Chicago:,and I think 15 to I8 dfher companies followed us/, _,
ter,-has hecome any-kind:of ggove; whether: jndustry.looks upon ts s
obligation tothélp) olagica y.t:‘Erepqre peoplé for their retirement, ™=

P

e retiremeht. _ -

-
-, Lt

drwhethe: ,i}iij,%ip*hﬁgéﬂbnt progiam-has éven -been tried.in the-De- ...
ment, of Labor i solf. T wonder if you would advise me eithermow -
sSeguentl ,;fOZ 18irecord, as to'whether:thit aspect of retitement” -
g Jooked at and bei rg’.;given'fs;ei-iou''s'con‘'a:'i(eru.@:ion}by theDepart-,, - °
»y industry and:labor unions themselves. I t'Jmk»U-.Q.W- ,
A ~ e A

: ellas by ind

o - has done outsta.ndmglv%b in'helpinﬁzpeople'-reﬁixje. ‘

Seeretdry MarsmALL, Well, I think that it is a problem Senator -
% Perey,and. it 1§ corrglated ‘with the other one that:I.mentiorled. That
" ig;anany of the*peoplé who are'not prepared for retirement,\n terms- . -
. -of having educated themselves, are the same people.who have.the least -~~~ -
;.. financial support when they get ready to retire. The people:wig plan .
- for retirement seejn to.be also those people who. have more findxseial
‘. security. Lower income workers are less likely to do that.;; .\ |
% - " I'think that we oyght to first {ry to do everfthing we-can to provie
“: for steadier income and eihployment for people and to insure that they
-, will be able to work: I think the prohibition of mandatory retirements
¢ will be beneficial in-thg E‘fregard,\,but Wﬂa]sdneed to help people pre-
. pare psychologi¢ally for retirement.: ™ =" S
2% 7 Let me agk i&[r. Henle to comment on what we know about.the pro-
‘grams that have been undertaken by various people. = - :
. " “Mr. HenLe.- Well, we do. not have an inventory of such programs, -
" but we do have a couple of examples that have come to our attention
_ .. in your own area, :Continental Illinois Baiik has a special program
~* s which affects about 850 part-tirhers out of a total work-force of 8,500.
"~ Half of these part-timers are over 65, The bank hasbeen using part- - .

. . timers successfully. for over a decade._ , LT e
». :.Another example we have been given information about is North- . "U_
- .rop out in California. This is an arrangement for about 300 retirees, . v
"._including ' machinists and accountants, during’ peak work periods. - -
They can be called back to work-for up to 60 days. So it is those kinds
" of arrangements that we would like to promote and see given more .
‘publicity to encourage others to follow. oL T T T
L Sgnator Prrcy. Ong Tast,item that we also discussed with Secretary
- . .Califano. I would hope tlfat the Department of Labor could address

itself to the problem: many people .65 and over who are disillu- * .

sioned with medicare an dicaid because they have been led to be- -
: e . .t . C I3 . e DL _‘ N
) ’ ' la‘ . . ' v il ! . 0 .A r? » . i ) i : : . »
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S had an opportumty to seethls

'es,” 'which ‘déscribes the’ % b
Departmen “with the NCSC. We have
i as’T'have gone around the-, .-
“the‘en thusiasm that an older person has for . %
d the. kind of fu]ﬁllmenh and ]usnﬁcatlon Tt
notice. the seniior aides program, the green -, .-
rogna.ms ‘always seem 0 have com--,
that are partlclpatmg in the pro-f R
of the .service and the people in'the" =’ -
dy knocking those partlcular e

) ﬂe that am cntmzmg thls or tha.t but I Ty

y.cri 'clsm of t eseprogra.ms and where Ifind those’ pro- :

_ t%dous enthusiasm in "the community by the. g

part ing. I see that we have a lady that was cite for ‘
orkithrough' that: genior ‘aide program at Fort Myers,

did:an outsta.ndmg ]ob. Ve R '

) VALUE OF- "‘SENIOR Amns” o

5 looks to me that thlS is one ‘of the most attractlve optlons that we
have.,We ﬁener ally, I think, are getting more ‘for our money. We pay. .
' these peop. “part-time ‘salaries for their services. They are very satis- - -
< fied. w1th that, they are; lookmg for farb-txme income. 1 don’t know of
! g _better return that we are gettmg r our dollar, and I ;msteertamly o
continue the %roadenmg of those .

" hope that the ‘Department woul B
THhink they have fremendous support in the Congress, t00. .+

:Secretary’ MarsmaLL. I agree Senator Chiles, I have worked in <
: Ithmkthutltlsaverygood progr am - . .

a 1 pe erspectives; and I think that it is the'next best thiny that; v
done-for older’: eople. We can_ asmst people to stay emgloyed‘ .

andthuskee t.hemmt e economy. =
:Senator eople don’t want that.: fu]l hme '

;‘Many of these
find i 1s that'a. ot of:- these elderly people’ are worlrlxgn, folli .

they_nre on y ookmg for part~t1me wyrk. They: wi o

+




.;_Anythen' txme,
theyaremot look- '

Eécom hshment’ ‘I have had people te]l _

l:ogmm even if we didn’t pay themm: -

nd.that.to be true. In fact, ﬁnd : i

WO more hours than the-hours:we are'p

- thc ams. where there are g few senior aides.>
ara others

m the pro tha dre pure volun- . s

u: “T.don’t really have to liave the mohey. .- .

want the fulfillment of: the: program.”’ So.1t- -~ "

“to me:t attracts:a greater number of. participants
Yo .have thai . program and ‘many of them are not bemg pald, .
they just'yan partlmpate. o : LT )

alsb-wanted.to brmg to yoqr tentlon the lan age m-,s'e'ctiqn:215; .
e Senate committee’s CETADill. That particular '
18ge proposed. by Senator Domenici and
)lderly wor rer's under CETA. ' A
f s feel ‘that the clder workers are currently underserved e
~and'I wanted to call that section to your.attention,,ifit =~ - -
s7in’the bill'that comies out of the conference, I think, as you" '~
id in your statement, ‘that the Department of Labor. is;giving'the * "~ -
tmost attention the needs of our elderly and that this langu would=.. .
give you's statutory mandate to moorf)orate that as a part CETA. " ..
;g.certamly hopéyou' peo&le will be able to follow that; 1f we can ha.ve Lo
at enacted as part of the reauthorization of CETA" L
ecreta Mansmm. Well, we. thmk that we need the: ta.rgeted'j S
gram green thumb that you have .mentioned, but we-also -
ce encourage ‘CETA to emgloy older- workers, Tt now provides - ..
or about:100,000. older. workers. in fiscal year 1977, and we think -
‘that—as the overall level of unemployment declines—the- patticipation. A
by older workers in the system should and probably will i mcrease AR
-Senator. Crries. Thank: you, Mr. ‘Chairman, s
Senator ‘Cirorcr. Thank Iyou Senator. ‘" e /
Now, Mr. Secretary, as followed you in your testlmony, some/
questions occurred to me, and I would like to go back to your testx- o
‘mony .and’ ask them. = v , VAR AP
SecretaryMAnsmmAllnght e o S

RO Qmwnoxs ON PRIVATE Pnnsrow , - / .

s Senabor Cmmcn On' page '3 Wou speak of- pnvate ens lans -
++.. und ‘you say, “By 1975, $14.8 blll,lpn were paid to 7 mllhog lieﬁcgmeq S
G of the pnva.te plans » Then you. say, “An estlmated 47 ercent. of-




i aavs s

"y d {4 o
‘the Iprivatessectoridre cusréntly ‘partic
s Wellj!if Jou-divide! $14.8.billioni b; ,
Cenn AN T R St -
‘MARSHALY geo what'you are movingtoward, Mr. Chir- .
smeans-thatithey: partici tterin’ the ‘sensé that*ti;wﬁrq ) ST
pvatepensi i'o::gﬂqn;- ut it does hot actuslly mean’they .
\ tib'en ts.‘-’ ‘1__:".),“(’;‘»; o . 1::‘.‘-_3',\_&;_ e N

d;:but thet:ig-not what it says. Tt:says'by 1975,

Y paid to:T-million beneficiaries; o that-money 1s:ac< -
| id to-beneficidriés who are presently retived.’ '~ T
Secretary s MARSEALL:/ Wes, STy i 1cod( vt e 0 1l
+;Sentitor CEorom: Now:the other.sentence. They are simply coverec
2ﬁp",i§f@gmka,athq:$14;s ‘billion:and divide it by’the®¥ millicii bene-

1

es;any computation’ gomes -out to alaut $175 a month average. . -
ourconsider;; that, many ::of " those  private pension ~plans " .
lo Ty.-generoiis ‘pensions- indeed: 'for"eXecut?es,'.tha,t averige of ' -

$1'75: 4. month~would-snggest -that the big- maji tity ‘of beneficiaries. .

: ‘uh(ﬁrpllgs?te pension plans may, bé getting éven less, perhaps consid:

. yolesdy AT o L T U B S

] ) lans typically make no provision’ ©
fgﬁx‘,’gbst;bfeliyiniinqreaseg-f—that- is, for the inflation—it'clearly under-- "~ =
scores the fact that'the social security system .iﬁxe main reliance of: " -
nearly. everybody, ‘doesn’t it% - . W, oot
‘Secretary MArsHALL, Yes; and. espema;_lﬁy‘ lower income workers.:.. ...
‘Senator:Caurca. T think that the record should show that 7 out of v

oed individual beneficiaries in this-countryj-and ene.out of L

“%B‘d . two,
derly,couple beneficiaries:rely on ‘'social security for over half -'_ofl L

'When' yoﬂ'}llSo.cbﬂéider that these

- ‘their 'ificome, Do you have éfough datato tell this committee whether .
- privateé:insuran ice” programs. are going to play an’ increasingly ..
“important ‘role, they are going to be revised in.ways that will make . |,
. them' ‘better, or they are gdingfftn'play, a less important role—even . . "
~~."Jess ‘important than they play today looking to t e future?. ..

3

_“ f"Segretary Marsuarr. I think-if we look to the future, there araa
 number of things that are fairly clear. One is that the passage of
ERISA has greatly strengthened the funds. It has .also caused 8.
" rumber of the funds to go out of existencé, because if they are not
-+ actuarily ~sound* they. could not meet the requirements of ERISA;
_Many others cited -poor economic*conditions es the cause for .their
-‘termination.. . . - 7. S e
.. . We have done everything we can to_try to minimize the costs of .
. - meeting the requirements of ERISA. I think the pension funds.in - .
“the. future: will: thérefore be sounder than they have been in the past
~and that when workers get ready to retire, they will have more secu-
* rity.-Fhey would tend to know that those funds have been protected
as much' as possible. - e S
. 7 I think there will _begréater reliance on private pension funds in = .
- the fulure'than now. I think, though, that we have got a lot of work -
%" to /@06, drqm 'the public pohc%vpgrspeqtive,'tq look at the actuarial: :.
- sommdness'of these programs. We are very much concerned.about;that -~
.- vinvthetDepartment"of T.abor becinsé we'aré Tesponsible for ERTSA. -

=
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of the. Pensxon Beneﬁt Guaranty
sponsibility: for Zuaranteeing cer- |
the uestlons -of - ’un%:ded liab:

‘i ct of the funds, the relatlon-

der'very cdreful soruﬁny
.M ecretaljy, in that connectlon ytzsterday, Sec- .

nd”1 ‘quote. now fronr his testimony..“In
'lans had unfunded 1§ 111tles between $243

'ta.lkmg about Fedemi pensxons That would be. the)
mg ﬁgures

is roughly $200. billlon Together, these t}ntunded

strial, co' ‘porations’ in:America. have unfunded. pension limbilitfes
rd or mmore oftheir net'worth ; seven’ of them have unfunded uabili- .
ceed the. aggregnte market valu of the common gg:ck .

-"Secretary MARBHALL Let me say I thmk‘lt is 1mportant to make the

ernment programsare, to.a significant degree, on a pay-as-you-go basis.
They are not fully funded in the.sanse that they do npt: accumulate,
The. <sulnptlon is.made that the Gevernment W111 not default on its-

myde; " "

A p?rsoblem concermng the- prlvate pens;on plans is’ the degree to
which:these .plans. are “fully ‘furided. This is a very difficult area.:We
have ju'st: ¢ompleted a ‘special ‘§tudy of it. Using different actuanal
methods, OM - c%reach totally dxﬁ'erent conclusxons about ‘the’ 51ze of
unfunded hablh )
There is no question that is a serious problem, but T thmk it requn‘es
ery ‘careful thought. It is éasy to exaggerate it. It is easy to use some
dctuarial methods that make. it look. hke the funds are not as sound as
they, e n—lly are 1n terms of their ablllty to pay off the1r obllgatlons '

T . . FUNDI\TG R’ESPONSIBILITIFS sl

Ve have 1mt1ated review of this problem of calculatmt1r fundmg
posal for calenlating pensien:fund liability on a uniform and reliable

i because of different ways in makmtr the calculations: S0 T conclude
that} yes, underfunfling is a_serious problem. We do need|to pay par-
ticular attention to the soundness of these fuindsas well as their overall
econgmic impact on the society-and the impact on the individual.

" "Scnator CrurcH. Under ERISA, you were charged with the re-
; sponqlblhty -of reviewing private.pension. programs and ascertammg

3 '.‘determlne that a pension-plan is unsound. that it is unreha ble, and W111
< 'not, in all hkehhood, pay out as promxsed 7.

86—111—79—3

o piiblic and’ private. pensxon funds ,A.li these things

--the:mbegrlty of employer pension plans. °

Ace, among others_,’l’ixose are the prmclpal ones, [’~

distinetion between:the Government programs and private plans. Gov- .

- whethet or not they were sound. What happens in a given case if you .-

-
0y

“

ceed the national debt of more than $600 billion, Ten of the « -

i

s_peans I don’t kmiow if t11at isa vahd assumptxon, but it is one

e e

“’a :

.

regponsibilities.. We'swill be publishing in.the Federal Regnter a pro- - -

-.--"fba51s. One of the reasons for the disagreement : among people these days - -



: iz that npadity vt
dn that the money/is notnﬁyp nated?
i _elther mls tipro;grxate “you have not -
3 "or you have not otherwjse ade uately Erotected
SpOnSi ]e,pnman? for insuring the fiduciary pro*
' try to do.aqpce we dlscover o fiduclary. J
7o the funds from' the control of the tristees or -
pnsible for the' breach and second, try.through
' ,sforatlon of the fund. Any cnmmal wctivity-dis- " .
1gat10n is referred to the ustlcé Departmentffor R
enato Grttrkcn A1l qf‘that has to do- with mlsmana D
eshqn relatedto.a fund that is’ structurally unsounc{g_ aibere;the in- -
come.is obwouslzﬂmsuﬂiclent to meet the obhgatlon. Do ybuégg‘ye any- B
“tRing.to do'with 0, €8 $
v Secretary. MARsnAms'fI;x,ﬂlosé cases, ‘the main resp?ms1b1hty is Wlth e
]:RS and that the withfiiwal of the fund’stax exemptlon IRS can i
?levy an excise- gainst an undérfunded plan. : S S
: _;Senator QuurcH.:Is that the enly Government sanction? R
“Secretary MARBHALL. Those. are the main sanctions. Now, of cour se, P
& really difficult g jestion for.thet Government would be to determme Co
ther or not thosé funds are actuarially sound. S
%’ Sehator.CrurcH. /Do’ yo / know -of any case where the IRS has
actually taken'that kind of action? N
~ Secretary MarsHALL, I know that they have taken the ﬁrst ste s to
withdraw’ the tax. qtlllahﬁca jon of the Central States Fund, but have
withheld ‘pending the resulfs of the current effort by 'both agencles to. -
‘require the plan tomeet E SA and tax standards. = S
e%et me see what Mr. Henle knows. Do you know of cases Whefe the’
. _IRS has vﬁthdrawn tax fempt status because of unsqund,ness of the

; T
: Mr. HENLE. No, t}xey idn’t take that action in the Ce'ntral States
case because of the ursgundness of the fund. . -

Secretary’ qusﬁ:aﬂz hat was in connection Wlth vwlatlons of ﬁ- .
.duciary responsibi , h_find the answer to’ that T don’t know . .-
‘What:actl.on IRSmight have taken.. . - R T

‘Senator Cmmcn, .nade an mtercsting statememew minu'tes-' ;
.ago. Mr. Secretary. You id even though quégnment pensions may . .
-ba insufficiently fundéd, one assumes that the* Govemment will‘bonor .*..;
.the:dbligation: by app ?rlatmg sufficient money'to’ meet the need on- S
k3 year-to-year basis, dnd the pension obligation will be honored.- R
- "Granting that assymption, certainj {) 5 ngress ‘has undertaken to Lo
. Bafeguard the:social/ security system y the action taken last:year. <=
_Granted that'agsumption may be valid where Government needs are .~ *
‘concerned. Fhete is/ however;} hotstich assumptxon that can really be -
“made-where- rIVat compamesare concerned., L

LL. That 1s nght except the safeguards we do .
‘er ERISA ’ o
CHUR(

, Are those safeguards related only to mand ement?
ArgEALL. No, ERISA~ containg minimim funding re-
e ; aw also prowdes safeguards if- the fund is- terml-

.




efit-plan’ termnm
Corpora.tlon has’ ré onsibility to'y
ne:that./That ig:

a: ;‘,pnvate pensxon plan is not amomatlc

y'ou: understa.nd

‘ddenly vent; gt. .Now “the status, as I understand it, wi
gal ( benefi %

is that-the privite pension -gystem is' remlly

come ehg1b1e for vested beneﬁt Y'on have‘

 fOT yOur s t:.Ssetsn.ngdl your: investments. You have to consider the -
T amon%ethe .eiployees and while you don’t really get’into the:.
alm-of make-believe, yox certainly get to the pomt where s0me very:
arbitrary sssumptions have to.be'made, That is- wh g the Depa.rtment
-id moying tb suggest or require some umform met

tigejiin this" vauatlon .

A bm'marmm BENE!'I’I‘ PLANS.r

Senator. Cntmcn. In September 1977, PBGC’s regort ra.lsed ma 'Ilor
.concernover the unfunded liabilities of multiempl ;er pla h
‘Congress deferred mandatory. coverage until‘July 1,.1979

‘the PBGC to. l;prepa.re 8 contlﬁa sivé Tepart on the situatfon. That. -
report, just released, ;fo\md at; out 60 of the 2,000 mulflemployer .
plans were experiencing financi (
SOIVBI%M the next decade.” A1l of these plans had pension bene-..

fits to $8.3 billion;for 1.3 million wortkers who would be affected.

ion. 'What do wedo ‘about this? :

" Seeretary MarsHarr, There are a lot of thmgs ‘What the report
attempted to do was to explore the options rather than make the rec-
ommendations, 'We thought it wag important to have a debate to look

sensei- etimes:the present termination’requirements make it diffi- -
%2 "cult for,the ,frﬁto ‘continue to ba'solvent and to pay the'pensmns It
7 ‘might: be be

_ tinue térollect as much mcome as the firm can pay. .

“- . e will obviously have o pay some attention to the premmms if
— We. az:e .going'to base this on anyinsurance principle. There are a lot
By of thmgs that can be done, both with respect to the premmms pald

’now then 0

an, - the p‘rocess of pro\mhng za.(:(;ountni‘f:r or o

hent about evaluatmg vested bene- -
_ \at vested ‘benefits are‘the benefits ythaty |
nforfeitable as of a'giveri moment of titne if that ﬁrm, say,

5d. shape‘a"n ‘most funds’ haVe cash assets on hand' thza.t~

:the rate of return yeu-are gping to

ties serious enough tothreaten =

The PBE@C made no response to the Congress concernmg this sxtua—

at the present termination requirements to see if they really made - .
e

ter:to. change  the 30-percent liability rule and to con- KR

‘true of the mn t1-1, o

wibéeause their tetminations are not autdmatically
endfit Guaranty Co oration: cadf elect:-to cover: .

e will not automatxc untll J uly of

ods for act anes :

rdered‘" oY

< oo
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been expiored m.the

Hateyer, can-be ¢
- than simply. 0
und a.mvay bo proceed as others that

‘

'f L PR v

».Cmcn. I-Iow long\has thJs msu’rance been in ‘éffeot %
L Smce t',he enactment of ERISA September

Ve

’Fhe 1m ressxon that I get from studymg the
Y ect to single’em loyers we have very little prop-
’a} p;:oble;n is with the-mu tlem{)l oyer plan and the re
tton-that was made'initially that in’the developmept *, o
R %.. u"l’aemplo er plans: were more_financially sound. than- -
efuployer pl a:ns.; & assumption was because of the _feelm
hht 46 large multierployer- plans: -Jike;thi '
dystry“and ‘construction-would by less of ‘a prob
to'h

Actually, it has turned: the Teverse. Bec: S0 declmmg i
ustries and; to.some extent, E:e se of the pracediires adopted for thé .
‘ultlemployer :plans some. emploze‘rs wil'desire to’ withdraw from the -
‘plan’ and -others will choose not. to an-because theyk would. -

-'--‘,Fave to assume ‘that habﬂ;ty of other W@rs which-were unable to
fund their, share of vested benefits. "Those are thé kinds of things that -

: “we.think we may have to. change in order to deal eﬁ‘ectxvely w1th the
'multlemployeq:\plans. '

ficewe cannot solve the multlemployer ﬂlar{ this B
- mdxcate the problems—Ilet’s, 2o back to
(ow manyof thepe single empi¥yers come under the
‘program and. can.you téll mé wh er or not itis'a. voluntary ‘matter -
7Or whetherlt is something else. « /'~ L
' Secretary MARSHALL. I thinkwe have some statlstlcs somewhere We ;-:’

willhave to find thgse figures for you, - : :
[ ubsequent to the hea,rmg, Secretury M ]
'@formauon A IR ey
-The' Employee Betirement Income Securlty Act of 1974 (ERISA) covers only
xpployees in the .private sector who-are participants in \welfare benefit plans
d penslon beneMlans Total private sector employment is abont 80 millioh
tkers."Abgut 45 million are covered by ‘welfare benefit fflans; 89 million-are”
overed by qslon ‘benefit plans, the subject of your comm ttees questions.” -, ..
LERISA draws a- ‘dfstinction between two categories .of pension plans. One-is
an .-sled_ivic_luaﬂ ‘account plan:. In an Individnal acconnt plag, each phrticipant has

Sl

' lsupphed,the follow-

i



Hons @re \ .
ount. contrll;nted to .his, or;
iosses. and any. forfélfures
‘i;e a]looaﬁed to the particlpant's account. ',
Silar-level: of benefity 18 sed.<The most
ftsplan, 1. a:-def?rtedv-proﬂt-shaun arrange- | . '
.of: the” employer’s. profts is all ed.among -
ot-—’mafvldual ficcount pldn -js’a ngoney pur-. i
| peclﬂed level of. contrlbutions to the:

,gn;?)alx;;ia a eﬂné‘d beneﬂt ‘plan. ~Any on plan
‘plan--te, any penglon plan thg¥does not base -
¥ the:. cipant’s geconnt.of Yetirement—is &’ .

W _ch.pronﬂsesas‘ eciffed 18 elotbeneﬁtsat_

lans hether individual’ account ‘or defined beneﬂt,
Md disclosure ind fiduclary responsibility pro- '
Eet certain participation,” vesting @nd ‘benefit accrual stand-’
1l tiplang, and mofey purchase individual account- .
fundlng standards. Participants’ benefits under de "%, .
ded in:advanee-of retirement In niccordance with . T
LBOnADigS al’ asanmi:tions. :l‘hese provlslons are enforced by the Depart- 0
JL.abo an_d thé Internal Revénte Service, S
Slngle ‘employe, L& mnltiemployervdeﬂned_ nefit’ plans must also pay inéur- s
nce’ premiuins: ) the ‘Peniion ‘Benéfit :Guaranty ‘Corporation (PBGC), which
ratectsli ¢ Vestdd. pensior’Venefits in'the ‘eveilt of plan termination. The PBGC. . - -
! ,000 ﬁeﬁned beneﬂt lans wveriu almost 33 mlluon:’ ER

Becaueé_ Epecific Tevel of bemefits {a promised- by individusl account plans, . - R
1 ang;are-hot-covered by PX O Insurance. ‘However, ERISA’s sanctions - -
of ‘plan’ assets by fiduciarles; as “‘well as for violatiohs™ =
r sure participating ‘and vesting. requirements do apply. ~ "+
plan olt’arucipante"w 0 believe that.the corduct of any plan ﬂduciaraftr AT
Y- 5
i

rovision violates ERISA, ‘may: notify the:Labnr. Pe- -
i mplnint or may brlng an enfox‘cement el

i

re: current.lyabout £00,00

individual account’ plans coverhig 2 milli“"*"_ .
TSA. S

ts whlch are snbject to A, .

r CHy “, . Is it e propothlon iorcompamestocome
ihin:this instrance progri oris it mandatoryf
Secretary MarsmaLL. 1€ 1 .mah‘dabory,if; ep,,ani_s ,t;hjej‘.de’ ed bene- .
, which is the most common.. .- -~ i T -

rator CHURCH. S, a1l &f them pre 'bly are partici afin
:-Secretary Mz\mn’m ‘Multk rﬁp]over pla s are reqmred tg Y
'- howeve.r, benc

‘Sénator CHURCH. ‘How. nlany em le employer pnvate penslon plans, o
havefalled since ERISA was enacteg] ¢, - PR
“MagsizaLr, I-don’t have: that mformatlon 1mmedmtely' —_—

©.can-get it for Jou from the PBGC.-We don’t have it. =~
Fiaes d figure is. roug y 3,000, but we cani: get you the e\act. T f
~Senstor Cmmon. The estimated figure forwhat? T
“Seoreta: r{ MarsHaLL For the private pens1on plans that have falled o
- gingle éemployer plans that have failed.. k A

venatongyRon In the last 8'years? Con
"hile you are sulzglymg the comimitjde with tha ﬁgure I wmh ;ou AT

ouid ‘supply’ the nunber of employees tha ) Were- aﬂ'e
Secretaxizﬁnsmm We can do t.hat. P y S
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; Seoretaty Marsball supplied the follows **

e B
IRISA’s termination insurance provial‘onz _
ptice of termination with the PBGO. Since .
“insured. plans Wwith 450,000 pa cipants- .

LS,

o8 for, plan termination. Of the total
tices with PBGC from September 1074

GO-attempts -to depermine ‘the jreas
“of - plans ‘that:filed,termination noti! A from
. through: September 1977, 42 percent cited business-rejfited reasons (adverse busl- -
. M“fmﬂﬂmﬁ»:gmwﬁowwmﬁuqmnﬂon, etc.) .as the major reasom.
" Another 8 percent.claimed that the plan was becoming too costly. About 17 per-
- cel tioned ERISA along as the reason; 11 percent cited ERISA in combina-. .
. tion with-other fagtors: 28, percent cited “other” or no reason. Many plans citing -
“NRISA a8 the cause for' termination probably could not withstand the added costs

“‘of implementjpg ERISA’S minimuny cipation, vesting, and fund tandazds. ¢
. Of, the:20,000 ple , which: have ted since September 1974, rtually’all .~
+ had’ clent:assetd to -pay the benefits guaranteed by BGO. O about 500" -

. About: 22,000: yorkers and retirees-are in these- trusteed plans. The, PBGC

- {s already:paying; benefits to the retirees, and will pay benefits to the others when .

..., they réach retirement age. -~ - - - L o

RN ‘Although multiemployer defined benefit plans are DOw required to pay preminms-

7 to PBGQ, théy will-not be fully. protected by PBGC insurance until July 1, 1979.

.+ The original act set! the date of full coverage as January1,.1978, but the effective

. *_date was,delayed by Congress because of the financial difficulties belng experi- .-
., enced by several large plans. PBGC may elect, at its discretion,. to pay insurance ...

- bel on.:behalf of, multiemployed plans terminating before that date. PBGC

#to.-cover -benefits: in four, terminated multiemployer plans, in the.
3, plan: comes under PBGC trusteeship, the retiikvis not assured .

ve,encn&‘m ‘assets to pay that portion of proml benefits that are guar-~, .
the PB rrhepnaomplacednanotmesepmnannaer: trustee- . -

! efits as promised under the terms of the plan. Oy basic pension
benefits.az guaranteed. Increases in the value of benefits are covered by insurance
'on 4 phagld-in bdgis at the rate of 20 percent per year or $20 pér month which-
ever is:'gfeater. Analyses by the PBGO show that, overall, about'85 percent to 90

. In"addition, benelits under trusteed plans are limited under a formula based
-on socialj‘secmity:beneﬁt‘calculaﬂons. This ceiling on benefits is adjusted peri-
‘odically 'And. current stands at $1,005.88 per month. f8r-an ansuity starting at-
‘age 65, with actuarial-seductions for benefits payable at earlier ages. This limit

L far higher. than'benefits d under the average plan. Currently the average -
.. m thly check issued by PBG( 18 $110. T o T :

Sanctions ¢an be imposed-gn-a plan sponsor who falls to adequately fund &

‘ ents of BRISA. Two cases must be distinguished:

. peicen f tilly, vested. benefits have been guaranteed under terminated plans.
-

plan‘according to the requi
: a terminated plan, and an ong plan. : S P
.. . YWhen a pension planis terminated, the employer is linble to the PBGC for any
‘% .. insufficlency of plan assets as compared to the total value of the benefit guar-
. 27 'nnteed by PBGC, up- to 80 percent of the employer’s net worth. As noted above,
- ., only about ‘500: of - the 20,000 terminated plans were insufficient, glving ‘rise to
-5, -1iability under this provision. This employer Hablility serves both as a deterrent
', “to termination of an underfunded plan and as a source of reyenue for PBGOC's ... -
. {nsurance ProgrAmL . ... : . ' o R
.. .In’the case of .aXi ongoing plan to which required contributions are not made,
L -7 the Internal Revenue Service may invoke a tax of 5 percent of the accumulated = |
- . funding deficlency fox each tax year in which there ig such a deflciency. The IRS * ..
ean also revoke the tax-deductible status of contributions made by the employer.
* .. to'the plan. Iu appropriate cases the PBGC is .empowered to seek a court order
: 'tgrmlnatlnganundertpndedplan. . . S
'+ There have been reports in the press that the financial security of many firms
4g threatened by thelr unfunded pension Uabilities. HEW Secretary: Califano '
_ has'claimed that total unfynded Jiabilities of private penslon plans may exceed
7 '$200 billlon. In, the-Department of Labor’s opinion,-these figures are overstated- :
. “and‘misused. In addition, the quoted figures are calculated by pension fund actu- "
o -.arles tsing a ‘varlety of actuarial methods and assumptions regarding labor

Q
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e l. etc. Slnoe these ngures are gt calculated on -

'quoted aggregate amount:is not, a ‘meaningful figure., - - -

e 1D t: otIabor initiated a revlew of the etliods . "
m%mm ‘We have compizl ew-and -

y Federal enedmr smrobosal tor ion mnd

tazy. Mmsnsu.'lam not sure what all of the reasons are. I :
e that economirneonditions have played-s L
r;Cravron. ' What-ig the' Government’s. respons1b1hty ﬂnder CoTe
e insurance rogmmmthecaseofafaxlure? e
Secretsry* 12 ' The ' PBGC- takes an accounting of the re- :
1in sots;: In. OBt . cases, the ‘have.been sufficient to pa oif '
f they are not, PBGC insurance pays.ben ts to k
' 1 efits. N
‘bAllance of their lives? : \‘4
Secretary .'To. ly thesamebeneﬁtssub]ectto RS
:limitations:as ap upward limit- they would have. hsd. if they: C
ad retired-under the plan. ,
SenatoerIsthlsprogramo eratin mtheblack htnowi. L
earetary: Marsmary.'Yes; it is in the blac nght now. We can get
( :theie,xsctnumbersonthat too. - T
‘Subsequent to:the hesrmg, Secretary Marshall supphed the fo],-'v A
: ormstlon] :

HERISA' requifes' PBGO to' be Belf-snbporting. and with the ‘new premxum emie’ .
acted.ﬁlm Congress,m ‘December 1977, PBGC expects its termination Insurance o n
'or tingle;employer:plans to be in the black hereafter. PBGC further . - ~ .=
W the new: 32.60 premium. to eliminate within the-next 10 years the deficit * + ~
It {ncurred earlier under t.hls program. At the end of fiscal year 1977 the Qeficlt. oo
Amounted to abou  $95 milll . e
/“For: multiemployer-plans. “the situation i quite difterent. ’.l‘echnlcally, PBGO .
a8 nelther a’sufplus nor a deficit at this time in the multiemployer fund. Be- -
“cause . of, statutory. restrictions on. PBGC’s discretion to pay guaranteed benefits~ . .-
under multiemployer plans that terminate-prior to July 1, 1879, PBGO cannot. .
s isame Habilith zrester than the assets attrlbudble to this discretionary period
“will cover, on-cash flow, considerations, the Corporation has assumed -
rresponsibllity for tonr tgrminated multiemployer plans whose participants’ bene<
ts may have.to be shirply cut, at some time in the future, unless congress re-’ .
¥igses ERISA in this regards -
! "I,-might add’'that PBGO recently sent to congress a detailed- report showing -
that’ ,unless the  multiemployer provisions of ERISA are changed, preferably be- -
<fore’July ‘1, 1979, the Corporation conild be required to guarantee benefits under
160 qltiemployer plans which are viewed as elng in serious enough ‘financial
:difficulty. 8o as to cause thelr termination over the next 10 years. Were they all
“to terminate the PBGC Hability could exceed $4.8 billion requiring a premium of
~..-nearly. $80 per participant. The Corporation expects to recommend appropriate |
s legislation on :this matter in time to allow for prompt congressional action to -
' avold -the financial crisis that mandatory multiemployer g-uarantees nnder the
* “current law mlght preclpitute. - .
" Senator Crurca. T can see 'some tremendous pr' ' ahead if we /
. .."do.not look at this carefully. At least, our obligation and: rem1um
' charge are insufficient to.cover the cost. There would be no end to it. -
: -Secretary. MarsmarLr. That is right. We see serious t}.l)x roblems, too, i
and that is'why we'thought it was a good idea to defer the mandatory -
. coverage of the multiemployer plans to July of 1979, to give the Con- .,.:;~
R gess and us a chance fo examine the Optlons, and ook at what we
' obout the problem‘

-
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T30 s
La MOR!:WOPENWGS ron OmnnWom;ms? ,
L & Senator Cmmcn.On page 10 of j'dur'stﬁéerﬁeﬁt; Mr, Secretary, you

< satd it“‘;ié"&-fbré'sé‘ehblé;‘mtﬂa;tiontthat'_‘fExi_)ployers will find themselves

o . competing for'the services of older workers, possibly bidding up wages .

+ . -and-accommodating their desires for more flexible ywork schedules.”

‘What makes oni]’:ﬁ‘;nk_SO? S o . "\ ‘
#. © . Secretary KIABS HALL: Al;liood"fbit depends, of course, on what hap- -
LT ﬁnsto.the economy. I think we will find a simrtage of workers in the
% “future because of demographic changes. There can be a shortage of
_ workers-and the consequence of that would be to place a greater pre-.
- . mium on retaining older workers and using older workers in the work:
i " foree. That is the content in which the statement is made. I think that- .
. -you can almost put it down as.a rule.that when employers face\labor - ..
-~ thortages they tend to’ reverse some procedures that have been used
-+ ¢ :when they have surpluses in labor. " T ,
.7+ Senstor CHURCH. How dq you reconcile that asswinption with\the
.+ . statements we often hear these days that the unemployment’ level in
this country will not.return to the 3 percent that we have known in
times of full employment, but may remajn somewhere between 4 an 5
g:rcent??Even in relatively| prosperous times, if that is so, then it
rd to reconcile an unemployment figure of that magnitude with youy’

projections of a possible labor shortage. -
fi

*

: retary MarsgaLr. Well, 1 think that whatev&r unemployment
. figure we’have, I believe it can be 4.percent orJless witliout a great deal
T qésstmin‘on the economy. I believe we can get to 4-percent-unemploy-
mient by 1983—1I won't say easily because we have to do some things
in order to get there—but I believe we can do it. - C
. Now, much depends on what kind of public policy we continue to
havd‘fo rediice unemployment below that. The so-called frictiorftil level .
of ‘unemployment, which is about 4 percent; would depemy. on such. .\
- things ashow long it takes people to move between jobs, andthe labor
~ market information system. At that level of unem onment,, fityou. .
‘would have is relatively short unemployment. The only people who' .-
would be unemployed would be people who are between jobs.- "~
SN é composition of unem loyment as-well as employment varies.a °
' bit, even right now:. The uneinployment rate of people over 55
years of age, right now, is 3.1 percent. For males, it is 3 pércent, having ..
“declined from 3.3-percent in ecember 19763 and for females, 3.1 per-. <
. cent, down from 4 percent. Now, as demographic shifts in the work °
force take place, such shifts:are reflected in the unemployment figure:- .
it ?\ .of particular groups. i Tl 7

- For example, one of the reasons that we have trouble with reducing . .-
the unemploypment rate of young blacks, which is now 37.1 percent, =
is because between 1966 and 1976, the rate of increase in the working
age population’ of blacks:was :about twice the rate for whites. There
" are other factors inpacting on that, but the demographic aspect of it
isimportant. e oo : .
~ So_ what I beliéve is_ likely to hdppen is that there will be an in- -
.. crea,sm% shortage of workers.in the so-called secondary labor rarket -*
" or in rel atively low-wage,jobs. In fact, I think you can see that there :
- owill eventually be 8 shortage of younger workers because of the de- -
_clining birthrate, and-that means that you have to place much greater
reliance on older people. : - , T

o

. . " . "
2 oo Lo .
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' ‘Scnator CunrcH. Somewhere, not in your testimony, but in the facts
. thal*have been brought tg my attention by the committee staff, I find y
that in fiscal year 1977, persgns.55 years or older accounted for only
about 6 percent of all new enrollees in the CETA public service jobs

- program, Isthat€ percent right? . . -
. p SgcretaryMAmg:u..Thr;.% is approximately right. {fhe CETA sys- .
. tem, as you know, isra decentralized system where mgst decisions are
« - made by local sponsors. They are supposed to make t)fe determination,

One of the things that we havefound that af a result of the de-
centralized decisionmaking in the CETA systepd, some reported na-
tional objegtives have notgbeen realized. The garticipation onyoung

egple w_en% down when we went from the TA system to CETA,
or example, and yet almost one-half the yw€mloyed gre under 24 years
of age, 80 we believe there was a need fof special yotth programs be- .
cause. the. CETA system would no ommodate young people. The " *
- CETA system is likely to pay “PFimary attention to giving employ-
... .ment o the most employable people in the work force in order to re-
- " duce:unemployment. It is not likely to favor young or older people
4 without either supportive programs or special training.
' Wa.believe that because of the nature of that decisionmaking procs ‘
. ess, we need to try to target the CETA program more on structural .
" ‘problems, and many of these structural problems involve older peo-

' ple. That is what We are trying to do with the CETA reauthorizdtion. T
‘We also believe that not only do we need to focus the CETA system -
more on' older—- . , ‘ T
. Senator Cyyrca. How do you gropose focusing both on older work-

" "ers who are underrepresented and on young workers? : )

Secretary MarsmALL. Well, you can do it two ways. One is to have.

. ‘national programs which the gystem resists, like'the older Americans °

. program of green thumb. YW£ have discretionary funds with which
. to establish national programs. - N
*.The other ways is to try to encourage the CETA prime sponsors. -,
This can be done through requirements which are difficult because they. -
_ = meet resistance from the sponsors because their flexibility is feduced,
~ In some cases of national objectives, however, we have had to do that
- and we have had to say that in order to, we want to give priority to
. . these people, and we have tried to encourage the program to do that.~ .
Anbother way to target a group is by adjusting the eligibility requires?
‘ments, This could be done by limiting the income eligibility require-,
ments, for exan Yeég,, and limiting the amount that can be paid by the
"CETA system. You can do more to assure that the low income people
will participate in thesystem. You can also encourage_greater use of
community based organizations that deal primazily with older Ameri-
_ cans. like the Farmers Union, or the age program, which will see to it .
* that that part of the population gets served. . | ‘

CETA “TarcETING” B

. Now, as cyclical unemployment declines, it becomes much more im-
portant for us to target the whole program toward those whose unem- .
ployment is not caused mainly by cyclical factors, and we have at-

\ .

. w-based on their work force, to put toge@her the arrayof programs that
.= will meet the labor maMexr areas. : .

¢-:’ .
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tenipted to do this in the CETAi_‘_ea‘.uthdﬁgat.ébn_bi.ll which is currently
‘before the Congress.. e trisd to accomplish'this in the stimulus pro-

a which we mtroﬂ@d in May 1977, but in the reauthorization we
t0-do some moré, We belisve we have been relativgly su 1

~a ¥

ployment. ‘e-be!.'gsve..‘nové that we need to concentrate more on these
. groups,and individuals with special need. -, e
. *Now, of course, among older workers generally, you den’
o ‘pt'm.nnemgloyment problam, but you have & l’x. .
:;. - problem.and employment mneeds amon particular groups of older

" . workers, particularly the low-income older workers, and we think that

'« -ignot & relatively serious p)’,"obleml and it will get lower. But there are
7 older Americans with special problems, and our programs ouglit to try
¢ [ -to reachthem.. > £ o . -
! " Senator Crurce. The adrhinistration has had a remarkably good

* : emglzgment in the last 2 years, from 7.8 percent to 5.7 percent.
"~ . Isthep
" the, lagt month the unemployment rate dropped to 5.7 percent. Iam

Secretary Marsmatri. It might fluctuate. It is hard to-say. I don’t

the objective of bringing down the’ overall evel of uriem-

eavy unemployment

“: is what We ought to cencentrate our attentien on. After all, 8.1 percent .

\ resent 5.7 percent a seasonal phenomenon? I noticed that in -
“ ' WQndermglfwe ‘can hope, or expect, that that figure wil} not go. up

' record.that needs fo be emphasized, I think, in bringing down un--

.~ believe that the trend down, you kiiow, from almost 8 percent to below e

6 percent, is any kind of statistical aberration. I know 1t is not, because -
ial groyps like older -

B , ) jon of employment and because ¢
o mﬁl‘:mbeen targeted by our programs. If you look each one of

" these groups, you can see that in some cases their unemployment rate-
“-was moving, in the opposite direction from ‘the overall rate unil our

,i "was going down. During the last half, black unemployment declined
_ faster than the overall. =~ - | o
"+ Senator Crurcx. The tar, eting seems to be working.

.Secretary MarsmaLL. It 'does seem to be working. I think there is no |

. program .went into operation. During the first half of 1977 for ex-
am'pi e, black unemployment was ns1gn while white ,unemp’loyment .

" doubt that we have reduced the unemployment rate, and that there

. is a trend. Now it might be a statistical aberration. We might have

‘calcalated 5.7 percent when it was really 5.8 percent. That 1s within

~ a range of error. I do not believe, however, that the trend is an aberra- .
tion or seasonal. I believe we can, therefore, if we do the right things, .

£ continue to reduce that overill rate until we get 4 percent by 1983.

S ‘Senator CrprcH. Since we have actually managed to reduce the
.| unemployment rate from 7.8 to 5.7 percent, is there any way to esti-
- mate what part of this represents government+jobs furnishe through
CETA and what part of it represents private sector igbst? - A

.

", . -Secretary MarsuaLL, It is possible to make that estimate.
..+ Senator Crurcy. Could you give us that estimate?
.« :Secretary MARsHALL. Yes, we can supply it. :
7. ing information:] .
i " “Ia December 1976, thie aggregate unemployment rate stood at 7.8 percent, out
. of a civillan labor force of 95.9 million workers. By June 1978, the rate had

dropped to 5./7 percent out of a civilian labor force ¢f just over. 100 million. .

R

- [Subsequent to the hearings, Secretary Marshall supplied the follow-
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. by -6:5-1hilli . The-rise-was-concentrated_al
nost entirely. in:the private sector: On;a.seadonally adjusted-basis, the Federal
overnmefit: m’vor':ecl 23,000 more employees in June 1978 than in December
+'State and' local [governmetits réported an incresse of 525,000, .

" While' the; CETA;, progrtam-has -undoubtedly been an important factor in. the
brightening  éemployment picture, firm estimates of its impact are not yet avail-
gble,: Beonomisty from the Departments of Labor, Commerce, and Trdasury are
rticibating in a ‘Stimulus Evaluation Task Force which will analyze

éffectiveness. of ‘the;Economic, Stimulus .Appropriations Act of 1977. Hsti-
teg bt the 1mpact of Public’ Service Employment “(PSB) "jobg, ‘under CETA
tles EF-and VI, will be one aspect of their:study. The task force expects to issue
report thisfall, e s IR T .

N

' cunentlyl‘)ra

DR
hapey

‘partment. of Lahor :researchers. At the t the Economic Stimulus Appropria-
tiths' Act was endcted, in May 1077, thére was 325,000 PSE positions under CETA ;
by March 1978, the ‘target :of 750,000 PSE positions was achieved. The average
grous budget:cost per year of a:PSE position was ¢stimated to be $8,600. - - .

ympensation, food stamps, or AFDO payments) in the absence of the PSE pro-
gram;-savings or: these programs were estimated by the Congressional Budget
Office to.be appro: oly’ $2,200 per participant. The resulting cost per. partici-
it e 0-—-$2,200) or $6,400. + < . oo A o
! res also had an in_lp'ort_anf expansiondry effect. through the

it

every five bet CBTA Jobs.....*, .~ ., . . S
“Additional benefits to soclety and to participants, of course, result when former
PSE ‘participdnts- obtain ‘private sector jobs with' higher earnings than' they
‘would-have ‘obtained’ without ‘their PSE .experience, and when they pay income
taxes-on'these higher earnings, . : ‘i ’ : : ) :

‘Evaluation Task Force will contain more detailed

luation , on the role of public
Jobs'programs in' the economic recovery. : ‘ :

N . IR "o P

“Seriat
the nét’saving in’tax dollars répresented by the reduction of the un-
emiploymenttate from 7.8 percent to 5.7 percent _ :
 Secretary Marsfrair, Tois: R R
++ Senator CiurcH. . Taking into accofint the cost of ﬁe program also,
", the reduction in inemployment compensation and other expenses asso-
. (. {ciated in the unemployment area. S ' R
A7 Secretary MarsHALL: It is'possible. We have made estimates of those

 things and fe.would be glad to supply them, NG
7. [Subsediient to the hearing, Seeretary Marshall -supplied the fol-
"leing-.‘i‘ilfox’mia,,t\ion:]. I R T :

.. . . R R rd . R .
Unemployment reductions result.in net tax savings through two mechanisms.
rst, expenditures are saved on various.lncome malntenance programs {un-
ployment! compernsation, - food . stamps, etc.). Second, the newly employed
contribute tax doliars to'public treasuries, . : S SR I AR
‘. If the June unemployment rate had stood at its' December 1976 level of 7.8
percent, an additional 2.1 million: persons (on-a seasonally adjusted basis)
‘would have béen pnemployed. Using the figure developed by the Congressional
Buget Office for- CETA jobs, we estimate the income maintenance savings-at ap-
“proximately $4.6 billion per year. Additional Federal tax revenues are estimdted

to be gbout $4.billlen per year. o Lyt

: “ -

- Secretary: Maksnarr, Now, one distinction that has to be .made is
*, that the difference’ between declining unem}iloyment;'and ‘expanding
. " einployment:. Because: of the_growth in the labor force during 1977,
. employment.had to expand about 4.2 million in order to reduce unem- .

L. o
. ) -

(I £

] ' *

b .
£
< /
.o . N

LA ' .
i \

o total ‘employtint (séasonally adjuted), as Feported '
' total eniployirient (aéasona

Some preliminary estimates’ of PSE. impact have already been made by De-
conVentitnal ‘Government spending multipllers, The researchers estimated that
mulfipfiereffects. resulted in the creation of one additional private sector job.for -

‘Weé:would. like to emphasize that .i:ilésé,'es"tiinutés:, -whl‘J‘e_' ba‘séd on sotfnd meth- .
.odology, reinsin sketchy and preliminary. This f%ll’s réport by the' Stimulus °

tor CavukcH: Second, s it possliblé‘;tdb‘gi\'réf us some ‘estimate of

 ployment by about 1.4 percent during that whole time. The reason fgr .

‘o
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Secretary ALL: Noj; I believe that one of

“women and more:young people are in the work force,
" Tt seenis-to ‘me -they .would reduce the figure. In

lowet thé unemployment rate that you e
T think it is entirely possible to do-that,

. A lot depends on what we do exterhﬁlly——wimf

* force, what we. do-about internationa

. difficult than what we have already dohe during th

", We will have to.change the focus of the program,

__entirely possible tffido it,

yourcoming, - - . - : S
“Secretary MarspALL. Thank you Mr. Chairman.
"Senator.CrurcH. Senator Pete V. Domenici, the

 member of our committee, cannot be with us today,

the dmpact;

‘. Siruoruran CHanges 1N Work Foros

articipa-

L

ring ;periods:of. full:employment ig:about 4 percent. Do you share  *
the: view: that gome-have: expressed; that'this traditional rate must.
reaged because of the'ddded numbers of women who are entering " -

the reasons that-

... crended 'to 4.8 percent; is because there are structural changes. More

other words, iise = -

counterstruetural programs to offset the ,st_{gi:(tlu}rlal shiftshancz th%rethre
owuld have without inflation.

N
we do about. im-

migration, and particularly the ille al immigration into the. work ..

, about 1gt~_rade and energy problems, and - . *

. what happens in other countries.. We believe that you cap get unem- ' *

- -ployment_down to- 4.8 percent without even using thesé\structural’

.. \programs, and to get it down by the remaining 0.8 percent by using
" the structural. programs is not that hard, That is, it is relatively less

o past.15. months.

'%g‘s‘;"of; coutse, much of the gain in employ-

people, but, the black teenage unemployment
inyes‘to. be.very stubborn. It did decline, after .
01ft'40 percent in the spring and summer of 1977, . .

: 'pediilé‘?ﬁrgué'th‘at-'ithe'iso-called,normal full employment rate has:in- .

ating class, didnt,

d that the traditional unemployment rate .

K

g i otk

“but I think it is .

", Senator Crurctr.. Thank you verj much, Mr. Secretary, for your.
testimony this morning. It has been very helpful and we appreciate

ranking. minority . .

"He has, however,

‘snbmitted & statement,  which I will' now insert into ‘the record.

- [The stitement.of Senator Domenici follows:] . _.* " ° _
‘ STA"I.'EMENT oF '5;_1\'4’:9&11?_’5’m V. DOMENICI, -

Mr. C_h_al_rman;,&estexday we began what I hope will become a truly com-
rehensive  serfes of hearings. focusing attention on a wide range of issues ..
 employment; retirément, and continuing education, Secretary Califano =

gth-on the demographic changes which are taking place within our =
these changes are having on the delivery of services to ;




\attltudes ‘nnd expectatlons -of

i y m plored-in-depth-if-these————
) ‘It%the Conmss and the executive branch are -

Hye public pollcies, we must know:and understand

(» tpz ‘Ameéricans of all ages, Dr.:Sheppard noted,
ee‘d for developlng a consenpus around any pollcy B

m nd
those orces: thau motlv‘a “w
in response.to’ a questibn;
we‘mlght Hev op
Tnday, o. will recetve testimony trom Secretnry Mm-shnll nnd Emm Olngue. .
o e Commlsnoner -of Labor smtlstlcs, I hope that they. can and will bui ld

hat wai'sald yestdrdag BRE
‘Mr halrmanwWe need ‘to'know mucli’ more- nhout the attitudes nnd expectn-

. tonsg, of younger. workers toward thelr:jo bs . .'. thelr employers . . . retirement .
.. » o: BockAL ‘ecurity.. ", inflation ... productlvity . .. tnxes . .. nnd so.forth. -,’;'Q .
'.l‘he views ‘of- Ymmger workers, nre vital ‘because. they must pay the taxes that ...
the; soq:ﬂ services and ‘income; trnnsfer Programs that enable ‘most older :

Amerlcansta ve it relative comfurt ‘and security. In-addition, todny's youthful
wq;kers canlook forward:to a: ‘longer, “healthier lifespan—and potentially a-
Tonger worldng lite.- How. lorig they femajn'in. the work-force, svhen they retire,
and’ how: well”they prepare.for thelr retirement will have-a mnjdr lmpact on-
tlre next: qéneratlon of publicind prlvntesector policymakers.’

In“the short ‘fun, we must gain 4. better understanding of the nttltudes of
" older workers toward retireément. We hnve just extended the protection of, the
- -Age’ scrlmlnation ‘in’ Employment Act of.1967-to include workers between the
" .ages of 65 and: 70. But at the samc time, American workers have been retiring
atan eagller, age We 2lgo need. to know how middle, nnd older workers per-
ceive the need:for seeond career training and prereté@ent coungeling, :

1 Hope that Secre rshall-and CommissionéClague will address these e
{gsues - during :the coul of thelr tesumou and responses to questlons from.
this; commltteeJ |
‘Senator Cmmon Our next thneSS is Ewan Clague consultant
and’ former*U,8.Commissioner ‘of the Bureau_of Labor Statlstlcs.
“We. are "happy ‘to have you, Mr. Clague. I Wonder if "you could” f
submit your entlre statement for the record and hlghhght 1t in your e

' testlmony.

STATEMENT OF EWAN CLAGUE, LACONIA, NEH, CONSULTANT AND
FOBMER GOMMISSIONER, Us. BUREAU OF LABOR STATISTICS

CLAGU'E Mr. Cha.1rman I do welcome this opportumty to
testlfy this m rﬁlﬂg .at your hearmg on “Retirement, ‘Work, and
Llfelong Lea My prepared statement is too long to. read so
I will summarize it for you.

Senator CraurcH. Please do so. Your full prepared statement w111

ap ear in the record.r

r. CLAGUE: In the mtroductlon, I have pomted out thut there are.
three basic, programs which constitute the core of the roblem, Oneris
- the Consumer, Price Indeg; which is one.of our most widely nsed statis- -
- tics representing the U. -S. economy. The second is, product; ity, which -
is-the-hopeful statistic that enables us to overcome risipfz costs. The
.. thirdis old ageretirement, which constitutes such a la ge proportlon
s of our’ problemm the field of soc1a1 wellbeing. '

Coxsm\nm Price INDEX Rou.

P W'lth respect to’ the ‘Conisumer Price Index, it was m) e\pu'lence to -
« » g\.ude it ‘through the most rapid rise it ever had—from 1946 to 1948,
- the postwar perlod Then we dld have in the I\mcan war a secoml

deoN =See.p 144.
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it 10. percent:. But after that, from 1951 to - -
5 abiout: 1.5 percent. - year, which means . -
bl r.sgm'{xmh"‘ Bfl‘ivgai not a(‘lsenbus-w_f_acbor in . -
nca productivity wae Higher and weges increased
at Jedst it e ha d‘ntg"m"g’ﬁftﬁh, ard qf-llvmi- R

That. all!changed after 1965. I have a table here which highlights
hat fhot. The'inorease'ii the Consumer Price Index was 4.2 percent
4068, then they Went 1ip'td 5.9 percent in:1970; We next diad the
recession, of 107071 |

1 Prosident Nix

‘that brought it down to'4.8 percent in 1971, and

esident Naxon ap, lied price controls in 1971-72, which brought -

1'to 8.8 percent. But when controls were taken off in 1978, it

' ‘gt petéent by ‘midsummer, then 11°percent in the next
At “etreated downward, due to the recession of 1975.

wig reached -in 1976 and 5.8 percent, followed by 6.5:in

o't ercant;by.:May;lem'hand the administration’s committee

ﬂte?ﬁ‘gércenﬁforthew joleyear 1978, © - - S
Ond\of*iny. intérests lias been projecting many of ‘these-economic’ - @

series /into;the future. So I took the rate of increase from 1967, the
" base *zz%gglqd{qulm, ‘and ‘carried it through to 1978: I think we shall
hit200 sometime this fall. I hesitate to name the month. .

- 'Undét ‘that circumstance, I have raiséd the question: Suppose we '

! continue this rate of inflation for the next 10 years or 8o, through 1990.
~ The index that is now'200 would be 400, and the index to the yeat 2001 -

iwould be 800. In other words, it “would be four times as high as it

24
#E

* T.cited a few pricesto show the effect of that price rise, because most
pedple/notice only. month to month, or even year to year, ailds on’t
. take iifto-account this annual 8 percent iricrease. It does not Sigeh like
- much over 1 year. But when it accumulates over the decade, it becomes
_ quitedramatie. - . . ‘ -
<+ %I chiose as-an- example that a half gallon of milk in our home now '
o cost 85:cents.This“would: be.$3.40 in.the year 2001. A $100 man’s suit
fu s would cost $400. The Metro fare—I think I should have said busfare—
-+« here’in Washington, which is now §0-cents during rush hours, would -
" “.’be $2 or even.more, because income is not yet meeting: expenses. I want'
" to emphasize that thisisnot a forecast of where the economy. is going, -
. or the future price level. I am just trying to emphasize that this 1s the
.’ trend in which we are now operating. . C -
. My next:point then was to turn to the problem of the——
* .. Senator CHURCH. Before you m&¥e ahead, I notice that every sharp
" spurt in Inflation is’ associated with war, with ‘the affermath of the -
S . . PO . .

Se WAL e S _ '
- Sendtor CHURCH. It makes me wonder why we are such a war prone
gunitey when yv%pa such a heavy-economic price for it. - :
" 'TheSecond:’ i

CThe’ S "‘World War, Kores, Vietnam—each with a dramatic.: - .-
~ spurt in inflation afterward.. N e L ' :
+ . MriCrAgug: Yes. If I may comment on that, I think that even if we
hs;dj-‘hs;d’-'griceh‘ppntro_ls',during the war in Vietnam itself in 1965, say, to
1969, by holding prices down we might still have 1{&d in the early 1970’s -
the same increases that we havehadrecently. = 'Y T o
= Sefiator Cirurom. The same thing. e '

v

Mr. Cracus. Yes. -




th fact. at when P enit
uﬁd \‘,he%1 'ih 19785 f Sﬁng

%’hl boz, peopls and thé
s e lal .peop.

vthenext ares of &ies end salanes, Iam talk-
ges.and what they

mt«to ‘aohieve in any case. Productivity works in favor
' umbly wﬂi'ka in'the other/direction.

ke in-the ‘Qénsumer Price Index, so that every quarter-year the

“On the p gtivity.

ag-touse’ ‘prodietivity on- ‘the basis of the national rise in productiv-
tys ?}?tﬂthe inGredse in the auto industry. So I have a table here show-
ing that’

factor:
industryis hig her than the general'average.”

.On ] e.-‘n'ext*page I have a'table showing the 1967 to 1978 rate of
changein pmductw:ty in‘the private business sector. This was-put out

a—.

recovery, bécause that js the peridd when the employer who. has fixed

.like' 1968, we can -get 3 8.8 percent productivity gam,”and in 1976,
' ‘recuperatm from the 1975 recession, we got 4.2 percent.

"’ Senator om. May I ask you & question ¢

“Mr. CrAcue. Yes. -

gector in this country has increased less than 20 percentr—19 9 percent

bevexact-—between 1967 and -1978. -

 Mr. Crague. That is i

.- Senator Crorort: That is over in 11-year period. :

~ "Mr. Crague. In’ this next table, it is shown a little better We did

i ‘yery poorly in the first quarter/of 1978—only 0.3 percent. That would
‘mean 1.2 percent for the whole year 1978..

Senator CrorcH, While ouf productivity has increased by roughly,A -

".lsay, 20 percent in the past 11 years, how much has the cost-of-hiving
mdex nsen in the same period ?

urse; the cot of living is & basic wage increase that most

TH id s urt- upward.” 1
e o g ebmtrol

oﬂ, the explosxon

ave to do with the rising . -

; it Ineans more output for the same amount of lebor, 9

pattern was. sét. in. motion‘in: 1948 by the famous contra,ct in -
pmobile industry 'betwéenn ‘General Motors—and the other .
"d “Wilter: Reuther, president: of the United Automobile. -
They worked productivity -into the contract, but they also -

IGRC rdance mth tize quarterly increase in the cost
vity ‘mdd, I do want to emphasize that theu' decmlon ,
in' the ‘atito’ industry itself, the. productivity did exceed the'

-average, and therefore the emplo er’s return here wasnota .
\‘cansing any increase in prices. “The productlvxty of the auto_

- by ¥, the Bureau. of Labor Statistics, the annual indexes, There are two.. '
pom'ts about this. One is that productivity is always best'in business - ...

“up his np and put it in good shape can produce mqge output at lower )
..cost. This accounts for the fact that in a very goo gressive year, - -

‘ IC-.(‘Senator CrurcH. In your productxnty mdex on page 7 you show' ' )
that using 1967 as a-base year, productivity in the pnvate business

. -



iibled. Tho fridd index is.

LN

sk Crb;iéihéfa‘t;ﬁ rate of only

"ou' have. figures that would compare our rate
th that of other ‘industralized nations'in
m&ht ’thh ‘me, but I can, answer in a

e
‘tlotu

itin indesly
e O Mih bettor thati woake V¢
'CLAGUB. Much'better thani we are, yes;-that is right. They are
fring hard andbeinghighly productive. . L
- Jn France 38 -about like:us. Italy’ .1_s.rela;1vely poor on this point,
"too\muéﬁfilﬁbor'sndvhotfenﬁuﬁi'\productlvxty. . L

“'There: aré géts’of: figitres,. r. Chairman, that would give that whole
comparisoh ifi'récent years.. The Bureau of Labor Statistics. has them,
.-justdon’tremember.the_a‘xnctﬁ Te8, . .t , .
-‘Senator: CHUROH, 'Are, you able to ‘tell us ylhow the Germans end .
f&[)@éﬂéih&?éiﬁﬂ@hiﬂﬂd- a:much. higher. level*of productivity, other
 than the.generalized statement that they are rking harder? I mean,
_.aré thdre, statistics that would bear out the fct that they put a rela-.
.:-tgii',ély‘.-high"r:p‘ercenta’gje_ of money into ngw plant equipment and
" related activities$ . . R T
.. “Mr,,Craous, Yes, indeed. That is the exaqt point; plus the point that
- ]abar in: those countries has. giffered from inflation. You will recall

_brought the German mark-down to zero. The¥1 had ‘to revalue their
_‘money. So in the postwar period of 1946 and thereafter, the German
people‘wg‘xjefgl;e‘_})@red—the worst thin
was - another ‘infiatios}. Consequently, the labor movement. was very
‘reareful in its bargaining about wages. In Japan it was muchthe same—
.'a dangerous. inflatia which alerted -them to the fact that they must -
{ exercise restraint in the wage: field, or else it will go up thraugh the -
_roof. So. they. have been sble to keep inflation under control. It is .
interesting that those two eoples, who suffered defeat in the war, were
the ones who appretiated t e problem. Atthe present time, the German .
- inflation is.the lowest, I believe, of any country in.the world. T
- Senator CrurcH. Thank you. T e
AMr, Crague;/I have.some illustrations here of another factor that is
_ rmgmg down _our productivity in this country; that is, the raising
of our-health and;safetgtandards; I want to.emphasize that-that is

po argument against raisthe those standards. But I do want to cite the

1968 it increased :at 6 percent a year. ‘That accounted for the very
‘high wages.of the coal miner. ' -

'per day in 1969 Has fallen to less than 10-tons, That is due in part

A‘ r

> gures. In Britain, it-is much lower .
rinqt:\loing: very :well. Germany.and Japan:.

they felt that could: happen _.

coal mine- industry; in whlal T have made ‘five stiidies ifi-the last 6 OF
7.years. “Productivity-incoal mining was spectacular from 1948-to

rromn 1969 to the present, productivity has gone down by one-third. "
ords, in. underground mines an output of over.15 tons per .

-“th@t;_;ﬂ_ft@r‘f’-’Wbrld.‘Wan»'I the German inflation in the early 1920's  ° -

to sa ety-.stgndé.rd that have been set in motion, as well as the other .~




. health standards, éueh:fg»tl;; ;.Ii.m'ination. 0 blz}'ck',‘]ung. This has effect
© .'/then of 'reducing the ‘productivity in con] mining. This same problem
7of safoty B ising in-other industries; in stedl, in toxtiles,

tivx;:‘yi down to 2 percent a year, or perhaps less. This is not a criticism
" of higher standards; but ig’
.. wages sing too rapidly.- - e

PO 'ReTIREMENT FACTOR

. Then T coxhé to early retircment as an inflation factor. I regard this

as the marginal factor. I did try to emphasize in my paper that any

- one of these factors, by thempselves—for instance, the rise in the Con-
" gumer Price Index—would gradually fade out.. The cost-of-living
increase that the retirces get does not occur uhtil a year after they

; -have suffered from it, This lag would bring the inflation down, if it

. wasnot for some other factors pushing it up. _ ,
. Now, in.connection with the ‘enrlier retirement, I have a table here
" which shows-that in 1964, 1967, and 1970, there were just about one-
third of the men workers wanting to retire carlier, and a little less
than half of the women—46 percent. - :

. "

. . Now you will notice how sharply it hus; jumped in recmit years. We
" have half the men in 1976 retiring at 62 and 56 percent of the women. "™

" " In the economics of social security, when we have an inflation rate
of 7 percent or higher, it’pays to retire at 62 and get the benefits over
the 62-64 period rather than waitihg until 65 and ‘gettin%»the benefits
then, only to find out that they aro lower than they would have been
with retirement at 62. I think that this is one of the factors that leads
to.earlier retirement.

I mention one other point concerning retirement ; that is in a recent ¥

‘action of the Congress Mr. Chairman, of dropping the age permitting
earnings plus benefits from 72 to 70. It will be interesting to sce to what

extent'that has any bearing upon the work of retirement decision of .

~workers.

" I noted also, which is not in my pnper,,thgat there is a 3-percent bonus .

v . now for each year of work after 65; in other words, for the person who

stays int he Iabor force. When social security 'was first set up, we had a '

. 1-percent bonus for every yearithat the worker worked, so that a man
orf women who put in 40 years would have40 percent lxigher benefits
on retiring than the simple average earnings, That bonus was dost in

the revisions of the early.1950’s. But it was a very valid point. If the

gerson has an incentive to stay on working lenger, and not draw bene-

ts, that will reduce the benefit payments an hring the system more

~ intobetter balance. . - . :
"~ Senator Crurcr. But is there really any incentive as'long as the
_ inducement islower than the angualrate of inflation? |
Mr, CraguE. Well, in social security, I have éalled that the passive
factor here. Social security is not really a very strong factor in causing
early retirement in itself. . 2 R
_ Senator CxrurcH. You see what I méan? ,
.- Mr,-CLAGUE. Yes. ;

Yo Senator CrurcH. I mean, if you give,a person a3-percent incentive -

" to continue to stay in the work force, andin the meanwhile ififlation
36-111—795—S. : to ' o

: - T
PN

+ . v ‘

" and others, These improvements in standards will reduce the produc- -

indicntes that we have to be carcful about.- l
T Y
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ia diminis]iing the valuo of the dollar at the ‘mt(_a of 7 pereent a year,
" that person wonld bo better off retiring qnd taking the cost-of-living

adjustment on liig retirement rcome. — - _
‘Mr. Craaue. Yes, and it will be quite interesting to see whether this -

modest incentive has any effect. We will have to wait and see what

4 theresult will be. .
i Senator Crurcn. Yes.

. . Mr. Craaur. In private industry, the gituntion was that private firms °
: started  out. establishing retirement systems prior to World War L. 1 -
" have mentioned some of them that were setting up retirement systems

for their own employees. However, that movement came to a disaster
in the 1980%s. As you recall. the railroad systems which had been

.. started ‘went bankrupt, and the U.S. Government had to take them

“~ °  over—the railrond retirement program. . \ '

When social security was being debated in 1936, there was n very
strong move.to permit private industry firms to sct up their own re-
tirement systems instead of social security. But the experience with
‘failures had been so bad that the proposal did not pass. Therefore, a
private retirément system did not develop substantially in the 1930’s.

However, in the post-war period, it grew up as an addition to
social security in the form of supplementary private pension plans..
Those have expanded very rapidly in recent years—in the last 20
years—and especially in the last 15 years. v . :

There are two kinds of private plans. One is like the limited mine
workers, whiéh is completely independent. The mine workers retirg at
age 55 withgtheir own private retirement pension independent of social
gecurity. On the other hand, the auto workers linked theirs-into social
security. The employer pays for only retirement, but saves money when
social security goes into effect at age.65. Under the General otors, .’
the Ford, and the Chrysler plans, the workers get. company benefits at

" whatever age is chosen for early retirement; butgwhen the workers
. reach age 654and social security becomes effectivey"then the employer -

cost declines. Therefore, there is-a substantial saving to the private

firm in n‘le?ng their retirement benefits with social security.

: Senator Crrorch. In other words. théy just piggyback on the social

" security. 3 - ’ o

Mz Cracue, That is right. They can provide early retirement, but.

~ when social security picks up; the employer pays less. ‘

- Senator CHURCH. Yes.

Privare PrNsioNs : ) L

‘Mr. CraguE. There has been some discussion on the Hill about this
problem of private pensions, partly because in the early stages they

. were pretty much based on the long-service employee who works for-

v .1 most. of his life with the firm. There were sometimes, bad happen-

' \ings—a man laid off at age 58—Nhe needed to be 60 to get a pension,and -
e didn’t get it. Then:therc was the other problem, which was men-
ioried earlier ifPyour hearings, Mr. Chairman, people working in one

‘place and another and another, but never having enough service to get
any private.pensions at all. The worker earns. social security, Eut

nothing else. '

o
N




ade these chunges thnt.

’und:' ‘
yeum, or he could

2] AW ' "‘ded 58
LT, : dmrkor ‘could ¢W8 }‘ Ly

pt gqt.tmg the full umount.
ifies:éhore pensioners.

; ndmoly, it has resulted in
o than some of the
statiytics on that, This is

101 01.886
aftéri8 years, but
“Brovisions que
‘hava had another effec
ans, because this cost wi
‘d-;beur. I:don'’t knowhth

g that wall be able to ﬁmmce

;mlty when that becomes gallable, This may be one

! ent:at (2 under soclal §

;early ‘ retirement In private industry. plans, but it does
#ome firms and industrigs, there at® occaslonal upward

70 Some lmitations. In so
djustments’ of -benefith-to ‘offset the rising cost jof Uving;.but these are small.
; X “ o ls;lvate pension falls behind the rising cost of Uving. .
m

a umlted contrlblﬁ on to grqnter lnﬂauon.

nnu. Rr'rmnunn'r lnoamus—

‘T‘ederd Govemmei t, which hus a multitude of
he lnr est is the Federal civil service program,

A recent/change that has been rnadef

e I undatory retirement age has now been a
calimow work Into age 70 an bei:‘ond
I vaa chsshows what is happening to
« i:o:;d ‘In: 1966, Vve ha anut 561,000 retired employees, and in 1977 we
jments were B.2"billigs
six tmies as.fuch mg ,vy The combinatiop is twice as many workers
each .o :~t.hem ge ing maes as much | benefit. The reason 1s, of

¥

'g; not in constant dollars$. " o S o

1

§.
+That3s not in contant dollars? .
‘that, is'because of longer service and hlgher pn

’JMr Cuotm.

" The averagg, has risen from about $2,400/a yédr to $7,400 nwyear. n -

v the Fede ’serv:cé‘ uslike socml secumt longer qerv:cca rovides
B hor benefita | " s Yo v

fars, not in constant dollats. - © S
y indeed. That is right.

it d oiit earlicr.

" are railed a year by the Consumer Price Index. Tt rung,January

to June and - we get the increase in September. Likewise, from
becember with the new payment in in pn] So our behefits are

escalated by the nsumer Pnce ndex. . S,

rivate pension system, but - '

‘workeri .can ‘petire ‘at edrller ageson thelr own funds
odirity. The conclusion is that.

}:rowdesf long service, if that turns
l .

¥ the report is. thartﬂ'for about 95 percent of al L e

‘abou ) number-has just about detibled. The pay-
4n 1966, and now they are $8.1 billion. That is.

point bemg is, yom sched le. here—-on pu.ge

that same period thc va]ue of thc (follar hag .5_':

s a matter of fact I touch on that ﬁ,;u t next"
I am one of the beneficiaries of that. Ofrr. efits

VimEeri ]ng’-45—91'——

ederal civil serv- . L
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; 87 was about 2.2 million,
utin May 1978, it was Z,! 000y and 1 2o4
last 4 years we have had no increase at all in Fed-

s Crroniasr, Howaver, that does not take into account un article
rinf in the Morning papert ~ .
ator Crrukem, Millionk'on the Federal payroll.
Mr. Craguon. Secondary. o : o
-, Senator CHURCH. Secondary, which was expanded maximum. -
. -Mr, Crxeom, I ‘am not sure that they come under our Federal

: '?‘g_:‘nﬁtbr Crruror. No, T don’t think they do. BT v

0" Srare anp, Locar RETIREMENT

. igour toughest'ffroblem, what I call the bombshell; napmely, State and
- . local: govegnment. retiroment. In that discussion, I .made one error,
which I.hope it is the only one in this pIa er. That date of December

.+ 81, 1964, in Now York ghould be 1965, I didn’t pn¥ enough ‘atténtion

- to the fact that Mayor. indsay was elected in 1965. Ir

- " the election comes a year after the Federal. Other than that mistake of

- (late,; the figures I present are correct. :

‘nection_with the sanitation workers. Policemen and firefighters had
:.~ « taken the lead in.early retirement, but it was the sanitation workers
. ' who broke through. Upon takin oflice in January 1966, Mayor Lindsay
"1 . " csicountered a 10-day strike of the transport workers. . R
Three months later, in April, his administmtgzn facéd the possibility
of another strike by the sanitation workers. Thait.was averted by giving
. them retirement at 50 percent of earnings after 20 years of service at

" any age. Five years later, the transit workers got retirement at a
- 50..The effect of that was to insure that those types of workers cou d
_ retire at age 50 or any time after that, and then be able to enter other

o industries. ) : = =
- . .There_is one more point about that retirement system. New York
... provided that the benefits in retirement. wouldbe paid at the total
© . " earnings in the last year of work so that the— : e

e ' “Senator Crrorcn. That is & calamitous .provision. I am wonder-
. 'ing to what egte.nq it has been a_pattern for other retirement pro-
. *“grams by those cities, g Rt .

limitations here is that I have not been able to study other cities®

* know--New.-York, because I was in the middle of that discussion. I

. “read in‘the Sfpers about these workers drawing benefits equal to 118

- percent of their regular- earnings. This is because the benefits are

" . based upon the overfime earnings in the last year of sérvice. T don't
" ~know ‘why they adopted the principle that the cvertime earnings

D -

R 7

1y libré"fh&é:,'Fe.(leru‘l employment i ot

M. Coatrum, No. They may be falling into the next problem which .

1 New York Cityi -

Mr. Crague. I do not know to what extent. In faét, on‘gfo'f my

"think it.does exist in a varsity of other places, biit T am not; sure ="
. where. The, blg point 18, giving. that bonus insures that the retiring -
“worker ‘puts 1n as much overtime: as he can. That is-why you have =~

- The issue of early retirement ih New York City came up in con- ;"




count; inre b b
steim o in other State and local governments.

that’ they .can--then o into. private industry

! DﬁﬁeyThut ﬁii‘l:‘u“:fb%ponigle for such & worker to earn sooial
curity: also, provided the city government is not linkel to social
sécurity, Thus, a' worker could end up ‘with,three pensions—the city
government, a private industry flrm, and social security. .

i 7 'Now, one other point about cjty and other local government setire-
i mﬁnt’s,"n;(l?elg‘,édisabﬂity;‘ That is a very sign t factof when there
‘.. are #voim T8 to 90:percent of retired individuals being déclared. dis-
ablp&;"ﬁ“ﬂaﬁf,cu]se, they do not pay any taxes on that retirement
ineome, whiek'again is a strong incentive to seek retirement.

; Just gne polaton the ocomormice, BHetS es 1050, Honployment
“einployment 1s:rising rapidly. as tripled since . Employmen
’,ghog?:gﬁ*‘year ﬁhs-ri[s)en‘%)y 500,000.pA retirement sg:)te?n which
‘<Petires workers at an early age does not seem to be in ¢

"= amployment is increasing rapidly. That is a gituation in which: the

 take: care of retirees ‘at the moment, but the point is that when

e
i exceed the income, and the system is in trouble.
.+ Senator Omruncm. Those studies have been ordered, hyte they not,
at least for the Federal programs$ ¥ S
EMr, Cragur, Yes; there is'a study of the Federal s¥s_tem which is
- concerned with_the ‘whole subject of retiremgnt. T believe there are

‘some other studies in prospect, but 1 am not very clear about what

. _,v,;thg:re._. B . ' . s
'y ator Crrurcn. And some very tentative action is being taken in

- the: Congress with respect to some of the most serious abuses of the

military pension, the double-dipping abuses.
= Mr.' Crague. 'f' :
. fleld in itself, and because it i%e',ust startinglrigh ‘
© the expansions coming from World War 1II, with the Korean war
- following after. T am a veteran of World War I, s0 I am aware of

" that general situation, but that is a big study in itself. - - -

now to get some o

_ Cos'r-'o_x{-ﬂ-med ADJUSTMENT - o

. Senator CrurcH, Yes; one of the difficulties where,the elderly are

* concerned—particularly those on the social security system—is that

* the periodic annual adjustiment for cost of living, which I sponsored
" some years ago, and succeeded in_incorporating in the social securit
" 1aw, is based upon the Cohsumer Price Index, which is normally use

for this purpose. But our studies show that the cost of the elderly’s

" 7"is increasing more rapidly than other prices.’

- These necessities prett{much consume the whole retirement income
imited budgets. My question is whether the<

.. for those struggling on
- Consumer Price, ndex 1s a proper method for determining the actunal
inflation affecting retired people? What is your opinion?

question was raised, “Why

rent_inﬂ_at‘iox'l. Back in the midsixties,

e

37

otframent bencAts; Nor do T kmow how widespread

uble when
danger is not apparent. There is plenty of money flowing in to
L ,mmment levels off or is cut back, the accumu ating costs begin to

es; I didn’t go into that, partlz because it is a bi% '

. .Mr. CracuE. That question arose long, efore we got into this cur--
the

ustry and earn a second ‘

<

_.major purchases—for example, food, fuel, medical care, and housing—
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we hiave o
‘aingles?” ]

The authoritie
~nothing was done.
I would y with

" tion, we really need an-alder person
*.-" an older single. That wou
7 how thinﬁs are going, because
: t béscarce and high-p
", of elderly persons’ bud

+.- food mi

is

, e . i-in-8 2 naaXx, A L

stil Oolnx‘xihi’ohor&:-und "'Ifmad‘e'a,_%’ropoml thet wiiishould have an
rha,

n\ .

\rits cost-of-Tiving indexes for ol
Arose after our revision of tho Consumier Price

.

for elderly couples and

at time, I was

still
. elderly persan's index prepared, perhaps quarterly would be enou h.
- Buta Wf:?m% ﬂe‘ eoision“ v;ng matfe r?ot to get up such an index.
)

ded that it was not worth tho cost; consequently,

you that in some respects in the current situa-

3

Senator Omurca. Thank you very much,

very interesting testimony.

" very important document in theso hearings

testim

Mr. gue. Thank you.
" [The prepared statement of Mr.

PREPARED STAMENT.OI BEwAN Craque
Mr, Chairman and members of the committ

testify here this morning at your hearing -on
Learning.” The title:I haye selected is “Inflation an

tive Costs of Retirement Compounded by Inflation,”

The Consumer Price Index was |

., Woodrow Wilson {nstructed the Commis
. to construct & cost-of-living Index for us
ndustries. THe family expenditure survey

) ended before they were completed, 80 the inde:
completed and published until 1920. The index,

. was 211 in June 1920.

Introduction

-After recovering moderatély from the 1921 slump,

quite stable. Industrinl workers, who had became A

increases during the war,

found that the index of th

Clague Tollows¥)

'3 index—an older couple and
able us to know, quarter by quarter,
might.run into a situation in which
iced. And food is a large fraction

Mr. Clague, for g:ur
a

our full written statement will

as well as your actual

ce. T welcome thiis opportunity to
“Retlrement, Work and Lifelong -
d Retirement—The Cumula-

nitlated In World War I when President
sloner of Labor Statlstics, Royal Meeker, .
e in regulating wage Increases in war
8 were begun in_ 1018, but the war
x based on these surveys was not
constructed on a 1018 base==1Q0,

-consumer prices remalned
ccustomed to cost.of-living
e 1020's wasn't doing them .

any good. So. some unions requested the Commissloner of Labor Statistics to™
make some studles of worker productlvity as a hasls for wage increases.
A research gtatisticlan was appointed, historical data on production and em-.
ployment were assembled and the first productivity indexes (on a 1018 base)
were published in the Monthly Labor Review in July 1926, Over the next 2 years,
about a dozen industrles were covered, including automobiles, which -had the
Dbest record of all—output per manhour three times the '
But the outbreak of the depression of the 1030’s destroyed all labor interest in
productivity. Unemployment became the dominant
which sank into the deepest and longest depression in Iits history.
In that situation, President Roosevelt appointed a Committee on Economic
Becurity, which worked for 2 years in developing a co

s’y s, JTORTAIN.. cOVering 014 age insurance, nnemployment compensation, plus publie

.assistance for the needy.

1013 level.

statistic in the economy,

mprehensive social security

- At that same time, the Consumer Price Index was glven the first comprehen- -

sive revislon since 1918-1

. commodities and services

were added, and a grentl_y

duced in 1940 on a 1985-39 base.
These are the origins of the programs which are playing such sifinificant roles

‘ pro@ucﬂvity.

" in the U.S. economy,. of the 1970"

48

9. Family expenditure studles were conducted, new

fmproved index was intro-

>

s—old age retirement, the cost of llving, and -
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: "Price Indoa
oR? M
" AU RELATION TO INFLATION

' .,};fya:‘ ;

n-a'lm-..ltt‘!.?-v ! .cautipus and conservative. Unomployment com-
wﬁ'lnﬂtdnlm only. 10 weeks, public assistance scales were modest

.hmnm' ‘benefits were.dealgned as a floor on which pesronal savinga
conteibutions could be added. .
B4 ‘the carefullly drawn programs. Price and wage con-

.the wag, but they collapsed in the poatwar readjust-

Qonsnmer - Price m"f umped from' approximatell 180 In the

to:a;peak of 178 In th l{ltﬂ% of 1048—an Increase of ne"nrly a0
# IS PO L X - . -
v6d slightly {n 1040 and early

1060, but the outbreak of the Korean

jod'an increase 0f about 10 percent from the summer of 1080 to the

951, But in the next 14 years, from the summer of 1051 to the outbreak
Vietuam in the speing of 1000, the increased ou the average only about 1.0

X
averaging at least twico that much, there

threak of War in Vietnam in 1063 opened up a new era in cost-of-liviug
By 1007, the:index hind risen 8.8 percent, which .was nearly 8 percent
ble the previous trend. By 1070, there was a further increase of 10.8

' 'was an average of 0.4 percent a year, e . .
| W ‘rapld‘a rate of Increase for Congress to legislate from time to
some “adjustment in benefits to offsot the lors of buyl wer

inflatibm. 80 Congress ado an automatic system of raising Bnefits

$% the amount of the rise in the Consumer Price Index. = -

d-yoaY, 1068-78. |

“Rotes of Incrzaso, 1908-718
{1067=100) :

Y

A~:'
=
oo

RPP - PR

'

-

S 108 e - .

i U3 May 1977 to May. 1978, ' - : L A

" . There are two significant points in this table. One 18 that the business recesgion
ol of 1970+T1 produced a 80 percent decline (5.9 down to 4.3), which was followed
. by a still slower rate: (8.8) by the summepst 1072. That was the effect of the
" controls which President Nixon imposed in.August 1971. . . .

. Controls were taken:off in 1978, and the CPI immedlately responded. There
. wan'a 6.2 percent increase to mid-year, followed by a full year therease of 11
) erce : summer of 1974, Then came the worst business recession in the

9 in 1076, with & rate slightly under 6 percent (5.8). Then the upturn was

-+ 1esuimed—6.5 percent in 1977 and 7 percent for-the most recent index (May).-
’Furthermore, -the administration’s economists have recently come out with an. -

‘estimate of 7.2 percent for the calendar year 1978,

means that the index will have doubled in the 11 years from 1067 to 1978, Be-
© . cause the average citizen is more consclous of month-to-month changes in the
~ - Index, or perhaps the yefir-to-year, he or she is not fully awdre of the eventual

lqoﬁ‘oﬂb‘murlty worked out tlio'ilocinl security +

ntial rise in the standard of living of American _Worklrl and thelr

table shows the annual rates of increases measuring from .mid-.
) . ] " A

: —Oomumr Moé—-:‘-ﬂndew;- Wage Barners and Olerical Warkers, Aa{nuhl .

SUMTHOREPOR

Mtates slnce the 1080’s. However, the index responded slowly; feaching

.-At'the present rates of Sncrease the index should cross 200 by autumn, which’
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tes af Inoreasss A projection {u¢0 the future will highlight the

cout-of-ving ingrease continues into the future, the Consumer

Akt Md O PRU-Wii v Bt Bb double ha Nréafan and w
3 hy:the.. 2001 (donbling again), Thin In nof a forocgat; 1t WA
¢ ,a.w‘éh. ; s !-‘go&‘g u)nleu stepn are taken to'control

LKSY the s v

8 thy meaning of those statiaticm, here arc a few homoly examn len,
I-gullon of milk now costs 80, eentr: 11 2001 it would be $8.40.

“sult ‘wonld cout $400; the Metro farc in Washington would be 83,
- ayeli mors,. the | aren't high enough now to cover expensea.
t "probletm for the U.B, Governtnent and the American Pu‘oplo in,; what can
‘he done o | own this rate of in ‘utlon. and, if ponnible, bring it to 4 halt? The
question' muat come from an analysts of tho factors that produce

‘ _' I1, Wages and Balariea Lt

¥ anlaries are the dominant factor in the national fucome, avoragink
- z about 77 percent, Adding the income of umall proprictors brings
.~ . the,total to'ubout 83 percent, ‘About five-sixths of the national income’ goes to
W who get Income from work, ,
‘s " 'Wages in the U.B, sconomy are largely determined by collective bargalning, It
.} = i teue that only about one-fifth of the total labor force is fully organized, but the
‘ nnmnlumwﬂlr follow along, usua {th some lag {n time and occaslonally..
wim,.‘lomo rtfall in wages and fringe tnefits. At the lower end of the scale,
* the'Federal apd-ftate governmonts step. :with minfmum wage requirements,
which are periodically raised to keep with general whge Increases,
i ;. =-When' oned one time by a réportor:as to what wages labor wanted, AFL.
0 President Samuel Gompers answered “more,” So-the problom becomen, how much
.. meovre? From the employer's viewpolnt, the source of wage Increases 1y profits, But
some firms in an industry don’t have any profits, so there is the risk df loss of
obs if the wage increase is too high, In that situation, tbe cost of living usually
o es a Soor ; wages should mot fall through loss of purcbasing power. It 1s also
evident that in a competitive soclety employors will always be trying to improve
- thelr eficlency. Thias factor is measured by iudexea of producttvity, which are the
» gtatistical measurement of output per manhour of work. . ;
“t - The postwar inflation of 1046-48 brought these two concepts together In the:
. " fumous escalator collective bargaining contract between labor and management
~ ~ in the automobile industry. 1n first postwar biftgaining of 104646, there had peen
a'prolonged strike with serious loas of urgently nocded auto production,
. -i'here was national concern about another strike in 1948. Suddenly in late May,
there was a public announcement that Charles Wilson, the.presldent of General
. Motors, and H ﬂbr Reuther, the president of the Automablle Workers unlon, had
sigind & o of contract which combined two very significant factors. The
: ‘an annual {ncrease In wages equsl to the average increase in.produ vity
in Bational economy -as a whole, which was estitnated to be a lttlo under:8
percenta year, The other factor was a quarterly increasc in wages based upon the
‘changes In the Consumer Price. Index. . _
: - While General Motors the first to sign an agreement, Ford, Chrysler, aud
.. the other companies accepted the general principles, so there was no automoblle .
2 strikein 1948, and automobile production expanded rapldly. . - - ‘
" "'In‘1980, when the contract came up for renewal, the auto twvorkers had actually
.suffered a small loss in wages on the cost-ofliving factor (the index had come
. . down a few poifita). But the productivity factor had produced an increase of more
.- then B pefcent in wages. The contract was sufficient popular among the workers
and their families that it was renewed for a B-year term. After that the term wan
changed to B years. When the next renewal of the contract comes up in 1979, 1t will
\ve been in operation {n the auto industry for 81 years. '

T One rea e
b - productivity incrbases (based on productivity In the national economy) were,
.« _nearly always lower than productivity in automobiles. The Bureau of ‘Labor Sta-
4wl tistien'peported the following annual rates in motor vehlcles, 1970-76: 2.0, 16.7,4
) . 4.0, 2.5, —4.4, 6.8, 9.1, Bxcept for the disastrous year 1974 (—44), all the other™
. years are good to excellent for profita, 8o it is not bargnined wage increases which
.-~ " have sent auto pricés to such high levels; tt 18 the escalation hy the Consumer -
:»._Px;lqelnde&‘ S . L : o

Y

i for tha-continued sHevePof the automobile contract was that the. .- ..
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gh nﬂatlon in recenit years has created greater interest by

0

-and:1abor in" contricts’ of the .escalator type, namely, with-

rding tg lost recent ddta.of the Bureau of Labor Statistics, the number
2 ered ‘was ahout 5.7, mimon under major contracts, ‘What that type
I ntrac _does ig'to’ ‘te wages rhore closely to the cost of lving. .

But: ) ggpe the 1970's; ‘naticnal: productivity has not been maintained at “{

1
v increases

cent level for the total private economy. The next tabl sho rs t
for the period 1967—78. ‘ ¢ e

C assic case. Productivity reached ‘8.3 percent in 1968 bnt fell bac

slackened . ‘off in’ 1973 ‘and kad an actual loss (—28. percent) in the business
‘downturn beginntng in:1974. On the upgrade. some improvement came in 1975,
th'the: higbest increase of the deciade in 1976 (4.2). Then came the slackening
in 1977 with some indication of a further slow down in 1978 .although there may
“be-an improvement in-the second quartery

_average gain’ for 19067-77 1s just a little under 2 percent a year, which is a
subjtantial decline from the 8 percent which was approximately the rate for the
perlod between the Korean War and the outbreak in Vietnam.

_'The. outlook fgr highet productivity-in-the immediate future is not very good."

 With wincreasin pulation and expanding industrial production, the effects

bﬂwwq~w¥w

ercent in. the peak yearal969. It improved substantially in 1971-72, but th en- ‘

_-upon “the enviroAment are bécoming greater and Congress is establishlng new -

higher standards of health and safety in American industries.

"The_most striking example of the new standards is the bituminous coal indus-
try F8%:a-period. of 20 years, 1948-68, that industry had one of the highest pro-
. duetivity increases in U.S. industry—an average gzain of about 6 percent; per year.

- 3968, .a’cutback of 300,000 miners. Yet because of the productivity, the miners”
wages were among thegfhighegt in American industry.
~In 1969, Congress phassed the Coal Mme Health and Safetv Act “which estab-

“pensions” for all. miners, currently working or-.previously retired. who were.
- affiicted with: ‘black lung and othex ‘diseases. Widows and children of such miners:
" were also- covered. The costs were not ‘charged to the industry. but paid from
Federal funds. The result was about 210,000 ex-miners, with 145.000 widows with
.- and ;without children, drawing black INng benefits in 1973. The program (for new
cnses) ended in 1973, but existing case load is being carried to the 1980s.

-to_create safe and healthy working conditions i /American indnstries. New en-

Coal mining. provides an éxcellent emmple of the price which society must pay -

Employment in the industry declined from 425,000 miners in 1948 to 125.000 in

\

lished new health and safety standards: SFdrthermore, Congress provided special' -

vironmental standards are also being. set for tiré steel industry, chemicals, tex--.

tiles, :and ‘a number ‘of others. In such industries, the improvements in health

‘and ‘§afety, are essential, both.for the affected workers and the general popnla- -’

.- tiom. But'it must be clearly understood by the American people that these chnnges

- require imore Iabor and will reduce'prodnctivity per man.
-+ ;.. . Theprospect for the economy is that productivity in the private blminess qector
‘. will continue into the 1980’s at the 2 percent level, avith the posgibility of some:

. ‘ .

o

mignnoaléor. annual wage inereases based directly on'the CPL. -,

é

Y
TABLE z—rnooucnvm m THE PRIVATE ausmess SECTOR, ANNUAL INDEXES
R . .ﬁhﬂ
) : an
; Index (percen't; ’
S e 1000 oo s
‘.- & g o 104.5 .
— me g
1131: 1.
: 10939, -2,
. 111.8 L
3 Hgg gs
’ 19,9 .73

> d.

The -record.of . the decade 196877 is.not up to the pmvious productlvitv gains!



, . ‘further reduction.-Under. those assumptions the outlook wotld . be this—with
o _n'esp_ect.;to the .cost-of-living factor, the system of escalating old age retirement
benefits by the. Consumer Price IndeX, as outlined in section I, contributes. to
- further-inflation by ing ding ‘consumer buying. But it'is important to empha-

. :size that this is:a.passive factor in-causing inflation. Consumer prices rise during

- ‘the year :+ 'but during those 12 months, the purchasing power of the monthly
) \ benefits declines. At the end of the year, the beneficiary receives an increase in

. + | the monthly benefits equivalent to the 105§ of purchasing power. But-then during
i“the next year he loses again, and so on. The point®is ¢hat this is a fading factor

‘in causing inflation. It it were the only factor, the inflation would eventually be -

. - (brought toanend. =~ - e . ' PR

© . However, it wage-increases for the economy as a whole exceed the 2 percent

. 2toductivity gain, they begin to offset the savings made possible by lagging es- ’

,.rcalation'through the cost of living. ‘To the extent that average economywide in-

- .creases exceed productivity, to that extent they constitute an additional factor
iproducing inflation. ) T - .

FI. Early.Retirement As An Inflation Factor

This brings up the question as to what other factors in the economy may be
. -generating inflation. One possibility is early retirement. The selection of 65 years
as the appropriate age of retriement originated in the old age and mothers’ pen-
.sion systems in the various States before and after World War L These welfare
pensions were usually get‘at $30 per month., S
. Social Security . . ‘o )
When the social security program was adopted, 65 years was designated as the
‘age for the receipt of old age benefits. But thefe was one modification, namely, .
that workers could retire as early as 62, with the proviso that'the benetit would
_\}_‘e reduced by 6.7 percent for each.early year. The idea was that the eve?ltual cost
Grould be about the same, since the early benefit payments would be offset by the
~ gavings to the fund by the reduced benefits after 65. o -
v . TThese early retirement schedules were firmly maintained down: to within the
s last few years. But inflation began to stimulate early retirement as ghown bv
~'the following table. : : .

. L : g
TABLE 3.—RATIO OF RETIREMENT TO ELIGIBLES, SELECTED YEARS, 1964-76

. i . - Men, Women
Year . C . : 4 . (percent (percent)
1964, - . : m————— - 48

- 1967 —— : y Pee 7 3 46

. 1970 ; : : - R AL . 46

. 1972 . b 3 eene 39 43
1974 I . : . . 43 56
e . 1976 A e een 48 - 54

hat this table shows, year. by year, is the proportion of men -and women-
workers eligible for. retirement who actually choserto do-so at ages 62-64. Two -
points are clear. One is that women retire earlier than men. In the longer past, “#.
about one-third of men workers and nearly half of the women retired early. The
_ other point is that the inflation Tates of the 1970's stimulated+that decision. In” - ..
#1976, just about half of the men eligibles and 56 percent of the women chose early
retirement. . . ’ . . .
At infintion rates of 7 percerit or. more, the early retiree would get higher bene-
fits after age 65 than the féllow worker who continued working until age 65 and
then drew his benefits. ) L . N c .
One modiflcation voted by Congress recently was a re n in the age at - -
which the retiree was-entitled to both benefits and earnings. This action was in
-%espbnse to a proposal that all beneficiaries should be ehtitled to ﬂ&g.beneﬁts

is would
! ) 1 ars to age
70. It will be of interest to note in the next few years.t e extent to which this

4 . ~
- o 42 .- .
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' In summary on soclal s_eclirity,'lt must be emphaélzed that the system has re-

tained its original basic character. ‘.l‘he escalation of -benefits by the Consumer -
Price Index is the major factor in the expension of the benefit payments, and the -

year’s lag in applylng the cost-of-living increase would gradually bring the index

" down: to stability, if there were no other inflation factors operating to push prices
. upward. ' o ‘ : .

PRIVATE INDUSTRY RETIREMENT SYSTEMS

" Private industry and a few unions developed retirement systems at about the
beginning of the century. The A.T. & T. program was established in"1913. A
number of railroad companies created pension systerns for long-service employees.

However, the depression of the 1980’s bankrupted many of the private systems.

. The plight of.the raiiroad companies was such that Congress passed an act in

1935~(prior to the Socldl Security Act) creating a national retirement system

“for all railroad employees, This has continued, separate from'social security,

down to the present.: : I . . ) .
en the Social Security Act was being debated in Congress, a strong drive
was made for a provision offering employers an opportunity to set up their own

private retirement systems, in which the employers would be excluded from social
security. One factor causing the rejection of that idea was the disastrous experi- -

ence of the early 1930’s. . -

- -But after 'World War II, there was a ‘marked growth of individual company

and industrywide pension plans, which were supplementary to social security. In -

some industries, such as bituminous.coal mining, the pension plan was com-
pletely independeiit of social security. Id other industries, such as automobiles,

. company plans paid early retirement benefits from their own funds, but cut back
their own payments by, the amount of soclal security benefits when these bgecame
" available. On either of these bases, the growth in private industry retirement

plans during the 1950’s and 1960’s was very impressive.
+ It is important to note at this point 'that these industry plans provide sub-

' gtantially earHer retirement than social security. The prevailing retirement
‘age was 60. This was usually expressed in a combination of age and length of

gervice—60 and 30, or 55 and 35. On length of service, there were minimum

requirements of 15 years, 20 years, or, even total service up to retirement

age. ) .

As the systems developed, problems-arose. A worker, laid off at age 58 would
lose his pension due at 60. A workei who never worked as long as 15 years for
any one company found himself without any private pensions, despite a life-

time of work. In fact; there are workers who go through an entire working life -

without serving long .enough with any employer to earn a private pension.
They would of course get sociai security benefits upon retirement.
.- Congress took a long look at this general situation some years ago and came

'_ up with new and firm specifications for private industry pension plans. One was -

a requirement that the worker be entitled to some pension after a definite
minimum length of-service, for which there are three alternatives. One is a fully

vested benefit after 10 years. -Another is the rule which provides 50 percent

vesting when a combinatiénof age and service equalg 45, Still another provides

- for 25 percent vesting dfter 5 years, reaching full vesting after 15.years.

- -Another requirement was for adéquate reserves for pension funds. In addition,

provision was made for a reinsurance fund administéred by, the Departihent of '

Labor to rescue any failing funds.” -

. i o
The trend in private industry plans -has becn in the direction of' earlier

retirement. In a numnber of major indystries. the plans provide for 30 years of
gervice at age 55. There is one.incentive toward this enrly retirement (apart

from a need to retire from work), nanely, that a worker retired from one firm. -
or industry can work and earn wages without loss of the pension. In the auto-.
: mobile industry, such early pensions are now payable at age 50. But such early

retirement<in automobiles, steel, and some other industries is subject to a
requirement that the rétiree is restrained from -earning wages or salariés in any
other industry. - : i

The more stringent requirements of the recent legisiation is resulting in some '

decline in private pension plans, especially among smaller companies. The higher
standards established by the new legislation may restrain to some extent the
growth of private pension plans.- . o S o

On the subject of early retirement, there is little doubt that these plans create

_a larger financial burden on industry than would. be the case if their retirement

1

: . 4'? | .
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RTREHTY: AS Ot 18348688 ‘private industey:
ffgilﬁ?’thélt‘?.bm fonds and then-get gocial security:.

er@ {8 substantial early retirementin private industry .
ve liinitations. In some firms and industries there are :

chading power of a private pension falls behind the
jese plans’ make only' a limited contribution to”

it has & multitude of retirement systems, both civillan

del for the minor ones. - - - S . , i
range of retirement possibilities. ‘At the

ng empuloyée could work beyond 70 in order to ‘achieve 15 years of service. At the .
er, f.dioﬁtl'legglg-empquees-with;‘zoyears of service can retire at age 60.:

imployees. with 80" years of service can retire at age 55, and even earlier, {f they

eceptoa reduction in benefits. R, o 3 e .
The followin ‘table-shows the-upward ‘trend In number of civil service retirees .

and the corresponding payments. o T

ABLE .—FEblE_]lAL:EIVIL' ss_nvngs_fvg'n‘lkn'sts AND BENEFITS, SELECTED FISCAL YEARS, 1356-76

coehed ) leillr;lmoqnt: nmitlions” © - - . - ¢ K

emmmcneeesss--esensseemens " h

-

. _Bystem increased from ‘about 561,000 to almost 1,097,000 -very nearly doubleX¥
- Over that same period, the benefit payments incregsed, from $1.3 billion in 1966
to $8.1. billion in 1977. The average annual benefit increased from about $2,400 -

- 'a.year to more than $7,400. Beneflciaries double and benefits triple.. - ~. .

" 'The most Tecent change is that after ‘September 30, 1978, mandatery, retire-

. ment has heen abolished for about 95 percent of all Federal'employees.. *, . S
. “Retired ctvit service employees. have their benefits escalated by the Consymer.
- Price Index, but with a somewhat different formula: from social gecurity. Civil .
sepvice retirees have catchup payments twice a yedr, The increases are calculated

" each cnse. . Therefore, civil service employees receive benefits more clogely fol-
..~ lowing the rise in the cost of living than do social security beneficiaries. In both
- instanges, of course, they are always. losing ground except in the ‘month of’
Leatehap: .o~ - - i : ’ X S
#1Fedgral -civil service employees have in_the past paid substantially more for
_tribution rate-is now 7. percent-of wages and- salaries,
* many years before that. Social security now 'has 2 contribution-rate of 6.05
: percent, - but this includes about 1-percent for the hospital insurance program

. -The: most. rece!
. possibility.
" securlty:

fully;-understood by-the public, Federal employment is not growing rapidiy. In ",
1957, the ‘figures: were. about 2,217,000; in May 1978, about 2,744,000, That is an
‘ncrease of 525,000, or, approximately 25,000 a year. But there has been no recent
growth at all; the average for 1974 was 2,724,000 and for 1977 almost exactly the

560,992 81,32

04,873 1, 663

662,223 2129
843,520 - 3782 .

938,654 4825

3 = 989,786 6, 052
T 1,038,377 7,098

096, 561 8143

- “on-the :June and Decemnber indexes, with benefits payable three months latet in - .

" under medicare. .- - . L L@ ) .
nt development is that Congress has ordered a study. of the'.

-one factor stimulating retirement at c

Stments_ of, benefits to- offset the rising cost of living. = .

ans the:Civil Service Retirement System is the largest ' - :

rent was formerly compulsory at age 70, with the proviso that

* Number - Payment = ":,ZL.l

“In the 11-year period from 1966 to 1077, the civil service retirees. iluder"t:lia!:ﬁr o

*tHelr ‘Fetireinent’ behefits than the social’secirity coverage. The Federal con- . ..
and it was-6 percent-for- -~~~

mgrgfng the Fedem_l Government retirement programs with soclql. P

-uThere ‘I8 ‘one i1 ortant point coricerniig Federal "employ’m’e'n't whlcli'-i:s not”. e
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" This subjeet reqnlres more dttention than-could be glven for thls paper.
Veterans of World War II"are reaching retirement ages, and they will be
closely followed by those from the Korean ‘War, This cost falls on the Federal
Government and- will constitute a retiremqnt outlay in the future much higher
than the funds requlred for “clvﬂ servlce and other clvman employees ’ .

B ATE AND DOC‘; GOVEBNMENTB

2

Retir meént systems were slow in developlng in State ana local governments

partly use in some places the employees were political appointees subject

.to occasional turnovers. A retirement program can't operate under such circum-
‘stances. In other pldces, the employees were able.to stay on the job as long as -

they wanfed to do so; even Into age 70 and beyond."
- But the new conditions in the postwar economy "brought some fundamental

-changes iy the States, counties, and cities. The jead was taken by workers

providing eisential services, such as.police, ﬂreﬂghters\-tmnsportation workers,

" and sanitation workers,

‘The situation jin New York City. is so well known that it can sérve as a case

"‘study, representative of many other cities throughout the country. The transit
~workers (subway and bus)’ had~a contract with New York City which expired-

on December 31, 1964. The newly elected Mayor Lindsay did not take office
until*January, but the union leaders refused to settle with the ontgolng mayor,
They then conducted a strike in' the first week of Mayof Lindsay’s term. After
some bitter negotiations a strike settlement was reached. -

Then in April, the contract with the city’s sanitation workers came up for

. renewal. It was vital for the new administration not to have another strike. So
" the city negotiators accépted a provigion which permitted sanitation workers to

retire at 50 percent of earnjngs after 20 years of service, at any age.
. This was a monumental change in retirement policy. From that day forward

" early retirement options,spread rapidiy. The transit workers wanted the same

privilege, but the city-feared the loss of so many of its skilled workers, especially

" -the machinists repairing the cars. However, in 1971 an agreement was reached-

for retirement at age 50 after 20 years of service with a benefit of 50 percent of
earnings, with additional benefits of 2 percent a year for longer service. A worker
entering at age 25 could retire at 50 with 60 percent of earnings.

‘The stimulus towardearly retirement was -greatly strengt.hened by another

provision of the contract which raised monthly benefit payments. These were

-based upon the employees’ earnings in the last year of service, including all over-

e earnings, The result was that employees planning to retire sought all the

overtime'they could get. Stories have appeared in the press recently citing ex-.

amples of retired employees drawing benefits higher than their reghlar full-time

- earnings-on-the job. Of course, that scale of benefits conld easily be achleved by
. ld;ig-service employees.

“But .the other advantage achieved by early retirees. was the opportunity to
earn a second retirement benefit from another employer. An employeé retiring
at 50 vears of age could earn social security coverage by age 60, and, in addition,
possibly .a second retirement pension with a private firm.

This overlapping of retirement benefits, coupled with full-time earnings from
work, is the dupllcation of incomes which causes inflation.

-

New York is not unique; it is quite typical. Throughout the countrv other .

-local governments-(and States) have established retirement systems which per-
mit early retirement, '].‘hls is one reason that the local governments are in fi-
‘ _nancial trouble. '

Police and firemen have long been in the lead of the drive for early retlrement

natural and loglcal However, those systems usually provide for tax-free beneflts

.for disabled. retirees. The result has been in many cities and counties that from

75 to 90 percent of Jhe early retirees are classified as disabled, which means that
they pay no taxeson the benefits, or only a small amount.

Police and firemen are very ‘special classes of local employees with relatively -

small numbers. The problem is that other State and local enfployees attempt to

. match these retirement benefits, or at least to move toward them. And in the case
_of these other employees the numbers are startling.

State and local government employment in 1950 numbered about 4 millfon; in
‘May 1978, the number was nearly 12,9 mllllon—more than triple expansion

" Because of the personal danger in those octupations, early retirement seems :
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Im 1. LrrTeR AND ENCLOSURE FROM SENATOR FRANK CHURCH, To Hox..F..
Musmﬂmm, DEPARTMENT: oF LABOR, ATED JULY ‘81, 1878, -
DlnMn.Smmur Thank you veiy much. for yo'm' testimony at ourrecenc R
~on “Retirement, Work, and Lifelong Learning.” I. was' glad: that yow. , .
‘could participate;.and I look forward to a close working relationshi

participate, .and I 'look D withiper- . .
oongel: from your Department as opr hearings and-studles on related lssaes © ;-
I have compiled s list of questions and requests either made atthe hearing -

-or‘added slnce; We would like to Kave this additional material by September 5 . -
for inclusion in'our hearing record. If it is not possible to give a final statement '« .

n any individnal matter, I would be glad to have an interim response Indiciting "~ "
) the additional infol:mation will become available. . :. wpon w0 e o
CemmeodDoLn e : " FBANK CHURCH, = -. » .
el _ Lo v, Choitman. | L.

. ] _[Enclosurev] ) R ‘ .
%, . QUESTIONS- FROM SENATOR FRANK 'cn"_mn‘- " P L ".‘ ke

. 1.:¥ou havé'indicated that the Bureau:of Labor Statistics Dprojects & corittng.- ‘- - 4
ng. decline in:the-labor force participation rates of older. persong through the = -
furn of .the century-—from 48 percent in 1977 for men 55 or older to 35 percent , -
1n°2000. To what éxtent will the enactment of the Age Discrimination in. Employ-- ' - .- .
ment. Act Aniendments affect'this downward trend? In addition, is there a posai-- -~ :

bility' that the trend may be reversed, as pension costs continue to climb bécause:* - -
°fzt.‘le higher ratlo of older persons to younger workersfy' . ... . &, - oa b

-2, One of the committee’s witnesses—William Babsona fingneial consultané—, . . e
‘suggested the establishment of minimum benefits, along the:lines of p ‘minimum:.. ¢ -
.. ‘'wage. What 18 your reaction to this proposal? A B I A R UL AR
. .8.'What was, the rationale for transferring responj!illﬂ:y for administertng i,
" the, Age Discrimination in Employment Act from the’ Departinent ‘of Labor to-  * .
_.the Equal Employment Opportunity Commission—especmlly, sidce EEOC has a, * '
“huge hacklog of claims? : o O O O TR

4. What would be the cost of reducing or elimfhating the FICA. tax for older-
workers by extending, the current earned-income tax. credit to aged ‘persons- *®

. . o . , v R

g 8., In *fincal 1977, perdons 55 or older aécounted for only about 6 percent pf al¥ . RIEEY

* .. new .enrolléés in the COETA %3pmhensive -Employment and “raining Agt) . e

" ‘publie service jobs programs. has the Department, done or plans tb dd to.:. ' i
-sensitize prime sponsors about the needs of older workers ? ) S

-: -6, You have'said:in your written statement that more. Americans are finding’ " % .,

¢ it'possible to retire at an earlier age because of “rising stapdards of’ livingand™ . * " ...

_.-'increased concern. with income security.” Do you think this trend toward’s ¢ ]

- edrlier retirement ig desirable when the cost of public and private fncome’'main- «

tenance programs are mounting rapidly and will increqs‘e' m,ore‘rapidly ina‘few ,

. 7. You state that the lahor force patticipation rate for men 53.and overylg .
.- expected to drop from 48 percent now to 85 percent-in 2000. For older womén, . :
- .-z:it 18 expected to decline from 23 peércent to.19 percent. daring this same period. ¥
- What assumptions are made in arriving at this rate of ‘decline? Wat has been:
,gxiq history of accuracy of labor force participation rates for:the 55+ groyp fnt | °
e{yst?‘ e " . ) [ ..
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8. The 1978 Age Discrimination. in Employment Act Amendments direct the
Secretary of Labor to. conduct & study concerning the effect of raising the upper
age Yimit of the Age Discrimination in . Employment Act to 70 as well as the
fensibility of eliminating the uppet age ceiling entirely, Your letter of July 12,
written in response to & committee inquiry, says you will make every effort to
issue an interim report by January 1981, and a final report by 1982, When do

_ you expect this study to begin?

9. The Department of Labor’s annual report under the Age Discrimination in
Employment Act bas for 10 years referred to a study in progress under section 5
of the act to examine “the institutiopal and other arrangements giving rise, to

involuntary retirement.” To date, no satisfactory study has been completed. When-

do you propose to complete this study? Will this be part of the overall study man-

" dated by section 6 of the 1978 amendments or will it be handled separately? What

are your specific plans and timetables to address this issue o,
10. The Senate version of the 1978 Older Americans Act Amendments directs
the Department of Labor toglve specia} consideration to minority organizations

" in awarding prants and contracts .under the senior community service employ-

ment program, Earlier this month, funding for the senior commtinity Service

‘employment Program increased gignificantly, What are the Department’s plans,

if any, to award contracts to minority organizations, such as. the National
Caucus on the Black Aged and the National Association of Older Persons?

11, What is the Department of Labor doing to promote job performance evalua-
tion and mid-career training? ) o .

12" The House, of Representatives’ recently phssed the Federal Employes
Flexible and Compressed Work Schedules Act (H.R. 7814) and the Federal Em-

' ployes Part-Time Career Employment Act (ELR. 10126). What-is your Depart-

ment's position concerning these two bills?

QuEsTioNs FroM SENAToR Epwarp W. BROOKE

. « .

Senator Brooke' asked that the following questions be raised, since he was

unable to attend the hearing in which vou testified :

. 1. How many age discrimination cases has DOL received during tiie past three
years? - [ v .

9. How many age discrimination cases does DOL bring to court? }
3. What are the criteria for telling a complainant that he or she should'sue nn

- employer on his/her own? In other words, what are the reasons that DOL takes

some cases and tells other persons to sue on their own ?

4. What would You estimate the average cost to the individual for bringing -

bis/her own age discrimination case to court ? C : .
5. Do large employers tend to.dismiss: individually brought age discrimination

complaints as of no consequence because they may'heliewe that few people diseri--

minated against have either the time or the monev to sne on their own?

6. Some persons have suggested that the agency administering the Age Dis-
crimination in Employment Act should be glven “cepnge and desist” authority.
Would you agree? " ' : SR

ITEM 2.‘1"!-7'1"!'ER.AND Excrosures FrRoM Hox, F, Ray MARSHALL! SECRETARY,

DEPARTMENT oF LABOR, To SENATOR FRANK CHURCH, DATED SEPTEMBER 11. 1978

Dear SExaTorR CHURCH : This i8 in response to y(;ur letter with qnésti‘nns from’
vourself and Senator Brooke following my appearance before your committee on

Juiy 18, 1978. I am also enclosing the "inserts for the record_which we were to

supply. I, ) S
T hope this information is useful to you. Senator Brooke, and other members

Sincerely,
’ . RAY MARSHALL,

) . . . Seeretary of Labor.
[Enclosures.] . )
. RESPONSE To QUESTIONS FroM 'SENATOR FRANK CHURCH

Queat{oﬂ 1. You bave indicated that the Bureau of- Labor Statistics projecfs

‘a continuing decline in the labor. force participation rates of older persons

through the turn of the century—from 48 percent in 1977 for men 55 or older to

- 1 See statement, p. 112,
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enactmerit of the Ag

(: ! wnwa:d trend? In. addition,. 1s.
¥ibe TN ersed,;‘as -pension costs.continie to
3 to.younger workers? B

3 978’uam_endqnents to the ‘Age Discrufunation

relatively, small impact.on.the number.

, nént of -Labor spokesmen noted.that’
- guggest
:requirements is small. The. availability . of

7

ly'_\decllning health, are probably more 1mportant
;ab_q: force. :

L Sury ),. Department researchers estimated that an
172, men’and. women. aged-65 to 69 would be in thé labor

Iabor-fore

ess than two-tenths of rcent due to the
e

employed lnvoluntarﬂy orking part. tlme asa result of manda-

fﬁ‘the study dated by the 1078 ADEA amnendme oiits, we. will '

OCongress:has ‘asked the Department to .devéjop such infor-
elp;examine the: feasibmty of outlawing m datory reti

system Jike social securlty (and many ) buc-empl
rowing. nuxiber;of retirees places an- increaffing, burdeion
1bse”taxes must’ finance benefits. The result: ay\be gro
Jower.benefits, or. ralse tlie age of eligibility..

Just: strong-—and how effective—these Dressures

2 :tunded*private pexision plan. these denfbg
ticdlly liave:no, efféct, since by the time the workery
7on: his: behalf have. already been made. However, beng

,trlbn o
.t_he exténded ‘amortization period for funding benefit increases and unded.

nes that OASE will face;

nsnltanHuggested the establishment of minimum bepefits, albng /the lines.of
‘minimum. wage.: What is your reaction to this proposal? -

M lish’ minimum: penslon benefits without studying his specific proposal in consider-
"’ .ably; more. détail-and discussing.it within the administration, HQ wever, without
0] ting;a posltion, we can sketch out the potentlal economic ects of such a
vthe law currently stands. companles are under no oblg gti

. sion plan to their employees. (Those who choose to do !
,ERISA rstandards.) ‘A, ‘minimum-benefits law. could - be ex
pla.as to go.out: of existence because sponsors wlu consider}
.,CO y.

.. The: necessity to. fund the new. minimum benefits' could [
: ment effects as employers unable to bear the higher labo cost. lay off workers
r.cut: back their hiring plans. In the long run, a mini be‘neﬂt law could

on to on'er a. pen-
dngh. must meet

nthe plan excessively

| ‘away from, current.wages toward deferred wages (pensions),

-I:‘.- minimum
: -Oueaﬁon 3 What was ‘the rationale for transferring responslbmty faor admin-
istering’- the Age Discrimination in Empioymeht Act from theDepartment of

" EEOC has a huge backlog of claims?

ore age 70. were banned, This represents a net
The saime;study estimatéd that about 36,000, men aged’

t-the.number leaving .the labor force -

to; idated
developing more. reﬂned -and- detailed ‘estimates of the. effects of fhe mandatory -

costs: Thug; to a more limited extent, they will be. sq'bject to similar

fed| to cause some:

0 slow the growth. or take-home wages a8 the company’s \bOT COsts are reallo- -

S .economic ‘effects would be selective in their impac liavjng their strong-
est impact on employers whose. plans do not already ovlde the mandated -

e; Discrlmlnation' '
Ny before the House Select Com- . - B

T Sodinl Security Administration” (S8A) and the

hese changes, of course, would act to increa the~1ab§(r force partic: . -
:older;pergons., In the case of the soclal’ securlty syete i, it ig hard
£on

yate, penslon plans;may not be entirely funded in advance of ret.Lremen because i

Oné .of  the-commitiee's wltnesses—Wllliam Babson, /a ﬂnancial -

‘Response. We are unable to-take a position on Mr. Babson’s proposal to.estab-

“Labor. to the ‘Equal Employment Oprrtunity Commlsslon—-especlally since‘__ :
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; transfe > ‘'of ‘regponsibility for enforcement of the ADBA (and -

Xy ‘Act) from the Department of Labor:to the HEOC is scheduled to -
on; July1,1079.5'Attgched -are coples-of testimony presented last..
‘Marc] re_theHenate¢ Committee ‘6n Governmental Affairs, Subcommittes
-on: Legislation and National Security, by Mr. Donald Elisburg, Assistant Secre-
) mry o:-:_the55Emplq?m_ent“standa_rqp'ldminlstraﬂon in the Department of Labor, - -
\anerJ‘lmiﬁ?l‘. Mqlnb;e.’}‘Jr;;f;:of the Office of Management and Budget, con-" -
" -cerning, the reorganization plan-under:which this change is being made. These -,

- statements explain’{n full thg;r_atlpnalgt or the transfer of responsibilities.” .
. 'Question. . What would be:the:cost ‘réducing or eliminating the FICA tax

" for oldér workera ‘by extending’ thecurrent earned-income tax credit to aged
persons: without chfldren? 5. '~ =i S o . - )
‘Responsé. The:earned-income:tax credit (EITC) currently applies to eafnings

1 10 percent credit on’earnings up to $4,000; the credit begins to be reduced at
+10-perceiit rate when' earnings exceed $4,000, finally disappearing at $8,000.
- Through use of earnings data from the March 1977 Current Population Sur-
vey, we.have-made a rough ‘estimate of the revenue loss that would be caused
- by: extending the’ 3 fo. workers 65 and over. The estimate was developed
+ under the following assumptiong? - - = - - - . R T T
. —Only the earnlngs of the over-65 worker would be eligible for the BITC.
: Thus, if only’ one‘partner iy a marriage were 65 or older, only he (or she) "
’would be eligible’for the tr . : : ;
: =——Persons over 65 living alone or with Gnrelated individuals would be eligible.
o0 ZLAll:workers éligible for the BITC would,clalm it. -~ =~ - . - T
.. Under these agsumptions, we estimate tha ‘the annual cost of such a change
- :*in ‘MITO provisions: would' be approximately $272 million. Of this total, $152
: onwould go to aged persons’living with a spouse ; §120 million would go to

.- :aged persons living alone or with unrelated individuals.

“.cent of all new enrollees in the GETA (Comprehensive Employment and Train- .
ing Act) public service'jobs programns. ‘What has the Department done or planned
. to_do; to sensitizé. sponsors about the needs of older workers? oo :
i+ t. - .Response, Asa followup to the national program for selected population seg-
P . nrents ‘(NPSPS) operated under title III of CETA, a serles of monographs was.
-3 prepared describing various approaches to the provision of services for specific -
. groups, Including older workers. These monographs were distributed through the
.gystem and served .to assist prime sponsors in developing better, programs for
-« older workers. . o L ] LR
Additionally, prime sponsors were directed, In developiug thelr grant applica-
- * -tions. for-fiscal year 1978, to identify plann,e(i» service levels in'their CETA pro- -
- .grams by 'race, age, and sexX; comparable to the incidence of these categories of -
workers in the unemployed population. Prime sponsors nweré expected to plan
.programs at levels approximately the levels of need. Where "variances were
found ‘between the lével of need and planned levels of services; it was necessary
‘to_ provide an explanation to the reglonal office and, where indicated, to make the
‘necessary modifications in the service plan. We regard the linking of the grant
- -application: approval process to the planningof levels of services for age, race
":and’sex groups as an important first step {n the approach to assessing service
. "levels by age. - . ’ . - ) o
"Question 6. You have said in your written statement that more Ameriéans are
finding it possible to retire at an earller age because of “rising standards of lv-
~ ‘Ing and incregsed concern with Income security.” Do you think this trend toward
R -earlier retirement i desirable when the cost of public and private income main-
“ - _-tenance programs are mounting rapidly and will increase more rapldly in a few
* "“.Response. The trend toward earliér retirement has been apparent for the past
four decades and is linked to the dramatic expansion of social security. among .
" other factors. At the end of World War II, for example, just under half of meén
- ‘65 and over were . still in the labor force; today the figure is-one-fifth, A typical
“*male, worker today, rétiring at about 62, can.look forward to over 165 years of’

tfeep. 161, .. T '
o sSeep.163. ] N et .

P

« t0-$8,000 for parents with-children In the household. The EITC amounts to . o

- Question §5. In fiscal 1977, persons 55 or older accounted for only about 8 pei- , o
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security. rovldedbyOASI turthermore, the prospect .
0rk becaufigiof declining health has been rendered.less worrisome. .

2 e’nly retirement does-pose difficulties for retirement income
programs’fingdiced. v basis, inculdilig soclal security, 8SI, and
many public-emp .of which are sensitive to demographic changes.

“The’ Deqmmn aavjocaws everal strategles for dealing with these difficulties.
) enfoxcement’ of -the.Age Discrimination'in Employment Act, and "~
- dlssem!natlon ot information to employers concerning the abilittes of older
workem, ;willi ensure thit *#retirement,” when it occurs, is truly voluntary. -
The encouragement of part-time “call-back,” and other flexible arrangements

- for; der\pvorkera will al!ord them the option of partlal rather than tuu )

. retiremen .
~<The’ expt ons; which operate on a funded basis, will pro-
Lo pplemen gource of retirement income which lacks social security

extrema vity ‘to: demographic ‘factors. In the Department’s oplnion, 1t
; e td’expand the .scope of the prlvate penslon system within the.
trazﬂ“eworkottnnmnlsa protections.
.;'We believe that the combination of early’ retirement and projected demographié
«chatiges merits: concern but'not alarm. It is possible.to deal with these changes
without radfeally-cutting-back the options afforded to older persons. - .. :

+ Question:7; You ‘state-that the labor force participation rate for men 55 and
“gver i’ expected to.drop from 48 percent now to 85 percent in 2000. For older
vomen,’ it is expecteéd Yo decline from 23 percent to 19 percent during this same’
:perlod‘.-What assumptions are made in arriving at his rate of decline? What has - -
h!story of ccnrm t.labor torce projectiona tomthe 55+ group in the

! Respons e BLS la Abor foroe projecﬂons cited in the prepared statements '
rere ‘developed: by: applying projected labor force participation rates to Census - : -
rojections of;ilie iumbet: of persons in specific age brackets (55-59, 60-64, etc.). -
'.L‘hi projectiona for. the over-55 participation rate cited in our testimony are an
agiregation of these different age brackets, and thus reflect the shifting age. dlstrl-
_bution within the older population as well as changing labor force behavior,. .. . -
developed separate projections® for three dlffe‘i'ent sets o

assumptions‘
=In series A, the partidpaﬂon rate for each age/race/sex cohort wlthm
ver-85 popmlation.is'assnmed to remain constant at its 1977 rate. This:is
g realistic assumption, but servés as a “baseline” case to isolate the, effect:
. demographic shifts within ‘the over-55 age group. In series A, the participa
" tlon.rate for oyer-55 thales would-drop from 415 in'1978 to 44.5 by 2000 or
.. women, it would drop; 22.6-t0 21.0.
~In; serfes:B; it 18 assu! ithat the cohort-speclﬁc participation rates will- be
»8table. ﬁntﬂ 1980, due to the recent mandatory retirement changes, but will
then continue to fall at one-half the trend rate for, 1970-1877. This would
. result in.the participation rate for over-G5 men dropp‘ing to 84.5 by 2000;
. ""rate“for'women ‘would drop to 18.6. This projection refiects the inters
"aﬁediate_ ésump ons and was used in our prepared statement. . :
n*series . C; cohort-specific participation rates are assumed to conrtlnue drop- o
pingat: the 1970-1977 trend rate, without interruption. The participation i
‘rates for'over-63 men and women would decline to 23.4 and 156.9, respectively, . =~
. '+ by 2000. This 18 an extreme scenario. It is not expected that participation’” - -
will deé¢line as rapidly as seriés O suggests; since the 1970-77 trends on which
.it i3 based reflect two recessionary.periods. - .
o “BLS -labor force projections are continually revlsed as a result of testing t?
Lo assumptions against actual experience. Past, projections have shown some tend-'
'i" ehey-—which we believe has been remedied in this latest series—to underestimate
_ the trend towsard early retirement Also, the labor force behavior of adult women
“in general has beén difficult to model over the. past decades. Overall, .though, the.
BLS projections have had a good record for aceuracy. The 1966 projectlons, for
" example, overestimated the size of the over-56 labor force in 1970 by only 87,000
) persons, for an error marging of less than' 8 percent. The 1065 figures overstated °
‘.- the 1975 over-53 labor force by 1.7 million ; however, the error margin was -prob~
. ab}y badly inﬂated by the 1975 recession. :

oy
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rect the’ Secretary of Labor to conduct ‘a study concerning’the effect of raising
-the upper age llmit of the ADEA to 70 as well as the feasibility of eliminating.

t 1977, agnual averpg . o B
v Meditm series sesumes corstant nn ,0‘&2[0 rates for each age-sex-race subgroup of the population. B

. "+~ committee inquiry, says you will make every effort to issue an interim report by -

“Janb%ry 1981, and %ﬂnﬁl report by 1982. When do you expect this study to ./

n:. .. A _— . : : -

.. " Question 9. The Department of Labor’s annual report under the ADEA has for
10 years referred to a study in progress under gection 5 of the act to examine
. “the institutional and other arrangements glying rise.to involuntary retirement.”
. To date, no satisfactory study has been completed. When do you propose to com-
plete this study? Will this be-part of the-overall study mandated by section 6 of
e the 1978 amendments-or will it be handled-separately? What are your specific

oo lans'and timetables to address this issue? - & - o
: -‘Regponee to.guesiions & and 9. Under section 5 of the ADEA, the Secretary of
.Labor is direcHizsf¥undertake an approprigte study of institutional and other
" arrgngements gl i involuntary retirement and report his:findings. and
‘ ahy appropriate¥y . ecommefidations to the President and Congress.”
" Section 8 of the 1978 amendments amended section & of the ADEA to speeify

o - effect of raising the upper age limit of the act to age 70 for non-Fedeml coverage,
%+, . determinations s to the feasibility of eliminating the age limit or ralsing it
’ above 70 years of age, and'an examination of the-effects of two exemptions.

-One of the exemptions pertains to certain executive policy-making persgnuel

entitled to pensions of at least $27,000 a year; the.other pertains to tenured
‘faculty employed- in institutions of higher education and is set to expire on
July 1,.1982.- The amendments specify that the study may be undertaken directly

* by the Secretary of Labor or by contract or other arrangement, and stipulate

: t .'that the Secretary I8 to submit an interim report on the section 5 study by
. - January-1, 1981, and a final report by January 1, 1982. : . o

‘We have been working to develop an appropriate-approach to fulflll the study

. requirements of section 5 as amended by section 6 of the 1977 amendments, In-

. ﬂ:'clﬂding an adequate staff capacity to oversee contract work. We expect to publish

v' " . gible contract work on the study has been indjcated by several research-oriented
e . organizations. We.expect to complete the study within the time requirements of
© .. the act. L S . . Lo
o tj"l'loueation 10. The Senate version of the 1978 Older Americans Act Amendmeuts
directs the Department of Labor to give special consideration to minority organi-

#
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that the study of involuntary retirement shall include: an examination of the .

& request for proposals for contract work on the study skortly. Interest in pos- '

TES OF'PERSONS 55 AND OVER, BY AGE AND . " -

2000 1978 1980 19851990 1935 . 2000.
35 1993



1 coptractg under the senlor community service
SrRm: ¥ this month, funding for. the senior community serv. .
ks ‘ increased: significintly. ,What - are - the Department’s
ward contracts to minority organizations, snch as the National °
ckAged and:thie National Assoclation of Older Persons?
,m,»;yegz,ip‘wf.l_ppropﬂgﬂon did-allow for a. considerable ex- .
sfentidr. community’ service employment program. Mindful of the
that minoriy; organizations begin to play an active role in the .
the program, we reserved about $5.4 million for projects with
vel:sponsoring:agencies. In awarding these funds we are using
m:~;that'@as',ventalled'the poblic solicitation of grant applica- -
e.feviewed and rated by a panel of knowledgeable Federal em-
T--from. the "Department of Labor, the Administration on Aging,
ent:6fiAgricnlture, and ‘ACTION. The rating: criteria -uséd by the -
special .consideration to applicant. organizations that showed. an
the employment-related*needs of. older - persons from minority
the10 app.

-

p - -.“‘ I

th&elgav a
Jpanel,’ (-8
otlentation

lications recelved, the panel recommended that three be approved
op-funding. These were the applications suhmitted by the National Urban League,
e'AssociationNational: Pro Spanish Speaking Flderly, and the Nationa] Center
ri.the Blgclg A, all.three belng nilnority oriénted organizations. . o
/'The*regponaible officials “in ‘the Employment ‘and Tralning Administration
eancurred with the, panel snd, as a result, we'are now. negotiating the final teggms
:!Jxméondl%onaof mnd[ngt;vllyth t(ltmtsfn organliﬁuons. I am told that the negotia- .
Juong.are proceeding smoothly and:that. we will'probably be exgcuting the grants
the"¥ery near,futare: The full $5.4 million will be awarded to provide for proj-.
ects’ gtmtt‘ ‘wilk.make employment available to more than1,200 persons in 21 differ-
ates, 't iy bt e e : . A '
5 ﬂ.m,.i.s,;ghe Department of Labor doing to- promote job perform-

ee evaluation-and mid-career training? . ) ctourL T
.Response. The Department of Labor, through the auspices of ifs research and. -
evelopment: efforts,- hiis.sponsored several projects of varying scale to examine
rions aspects: of:mid-careér; trainin®. Most notable among these was a stady . -
eoriducted under;the anthority of the Manpower Development and Traintng Actof - -
m,td”;dégmln‘ Fmine what the patential was for. a_program of 'job upgrading., The
ocusof the Départment's employnient and training efforts in the past few years, *
_bowever,. has been toward finding jobs. for unemployed people. It is our hope -
- that, as the economy improves and the employment picture gets better; DOL will
’be.in'a better positidy to mount programs to deal with some of the problems of -
*mid-carger training and to examine further the quality of performance of those ¥
- .gradugting from onr training programs. In this regard, both the Senate passed

. and +House reported ‘versiochs of CETA contain a provision ‘guthorizing prime .
. sponsors’ to~tonduct’ npgrading programs through agreements with pysiic wpd
private employers.. ..
Qu y Th eral Em-

Question I12. The: ouse of Bépresént_ntives recently'paﬁséd the
- ployees -Flexible arid Compressed ‘Work Schedules Act (H.R. 7814) and the-
Federal \Employees Part-Time :Carger Employment Act (H.R. 10126).. Whaat is

' your Department’s position concerning these two bills? ‘ .
;. Response. The administration has expresséd strong support for H.R. 7814. The
- legislation’ represents a reasonmable and balanced approach to the testing and
" . evaluation of flexible and compressed schedules in Federal agenciges. Therefore,
.+ we favor enactment of this legislation.; : " . . Ct
e "As for the. provision of part-time employment, this,Dept#ment strongly sup-
- . ports’ such efforts. Part-time employnent is one method providing a wigder
. selection . of work opportunities, especially for older workers. 'We encourage
~:private fndustry .to adopt such arrangements and we support as well govern-.
"_menta}; efforts. In this. regard; the*administration has taken steps to increase
“part-time employment in the Federal Government. On September 16, 1977, the
. President called upon all agencies to establish innovative programs to expand

3 permanent part-time opportunities. As a result of this directive, the number of
~ . permanent part-time workers increased by ahout 20 percent diiring the last year “
" +.*  ata’'time when'the total permanent work force dropped by over 6,000 positions, * -

......

As for the specifics of the legislation-as passed by both the House and the ..
Senate, we are aware that the Office of Manageinent and Budget and the Civil . ©
o Service-Commission haye expressed opposition ito certain provisions. We would

;. defer.to these agencies on these matters. - .

: s . ¢
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Am o S:Jnmmwnnw BRooXD
jation cases bad DOL received during the

“agalost 16,097 _ This represents an annual average of approxi-
" ‘mately 6,540 compiaists to date. Complaints have been recelved at about the same
,.;;,teln'ﬂmlymms,;};” T .

: & - tion cases does DOL bring to court?

- " Regponse. The ADBA permits both private suits and suits by the Department.
- preceden

tial litigation and pattern and

‘ practice casex. Legal action by the Department of Labor over the past 10 ‘years

- 'one petition to-enforce an investigative subpend, Also, at the appellate level in
‘1977, the Department filed nine briefs in cases brought by the Secretary and 16

*""briefs as amicus curiae in cases brought by private individuals, .
" Question 3. What are the criteria for telling a complainant that he or she should- -
.- sue an employer on his/her own? In other words, what are the reasons that DOL

" takes some cases and tells other persons to sue on thelir own? .

-

court- decisions on unsettled issues of law and prosecuting large pattern and
praétice cases. While this does not preclude legal action by the Department in

_small cases, it delineates the extent to which the Department can accept stich

e

" ADEA,;should be given

-

cases for litigation. Complainants are neither encouraged nor discouraged from
Aitigating privately ; they are fully advised of the choices avallable to‘them and
are then left to make their own decisions based on the advice of private counsel,

' ‘.} " At least 488 private suits (which typically involve only one or a few aggrie

. individuals) Were filed in calendar’ year 1977, In past years, over half of Bll
" private ADEA sults were dismissed for pgocedural reasons without a heéaring

"o the merits. Under the 1978 amendmed g0 the'

private litigation under the act will Increase. o
.~ In the selection of smaller cases which do not involve precedentinl issues, the

' _ Department tends to emphasize suits that meet the following criteria :-

. (1) Prima fadle evidence of discrimitiation appears to be strong:
- 7. (2) 'The harm to the discriminatees 1s substantial—e.g., discharge as con-
- ‘tpasted to fatlure to promote; and L . :
‘. (8) The enforcement impact of the suit may be substantial—e.g.. the em-
- " ployer has a significant segment of the local labor force or the practice is one
helieved to be common in the:Industry. P .
Quest 4. What would you estimate the average cost to the individual for
bringing his/her own age diserimination case to court? . )
" Response~As data on the costs to plaintiffs of private ADEA suits are notf re-
ported to us, we do not have such an estimate. We note, however, that thé statute

permits plaintiffs to seek recovery of wage and related losses (plus an equat -

.amount as liquidated damages In the event-of willful violations) and, in addition,

. reasonable attorneys’ fees and court costs. . . .
. Question 5, Do large employers tend to dismiss individually ‘brought age dis- .

. crtmination complaints as of no consequence because they may believe that few

le .discriminated against have the time or the money to sue on their own? |
employer motivations be- =

Response. We are not. in a position to speculate on
hind such decisions and objective data is not available. The Department must

. ‘attempt to, concillate a resolution of ADEA charges before private plaintiffs may

‘sue, and the possibility that the Department may {nitiate an investigation which
“would include other Individuals is alwass a tactor mitigating against this tend-

~_ency on the employer's part. -

" desist authority. Presiden

Question 6. Some persons have suggested that the agency administering the

‘ % ucease and desist” authority, Would you agree?
"Respomse. To date, the Depar{ment has ‘not assessed the need for cense and

t Carter's -Reorganization Plan No. 1 of 1978, effective

" May 6, 1978, provides for the tramnsfer of ADEA enforcement from the Department

. = of Labor to the Equal Employment Oppfrtunity Commission on July 1, 1979. In

. ) N M .- .
o . B . .
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year 1975 through fiscal year 1977, including the fiscal
18,011 age discrimination complaints were filled . .

X __Responae, - Departmental litigation priorities emphasize obtalning favorable .

'

g

. ‘ o hct, major procedural impedi- - - '
‘ments to private suits were removed, and it is anticipated that the impact of "
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‘A,sslsnm' Szonm' 1'. i)EPAnru  OF LABOR,
ozv‘ Govmnmvnx, Armms. .S, SI:NATE, ko 6, 1078

My Ohairinan a and; maribers. of. this committee, J- appreciate this! portanity to -
Appear here todayto digcuss with you Reorganization Plan No. 1 of 1978. As you
e, "Federal equal employment opportunity program are
£ Labor and will be affected by the plan. With me .
D and:its effect on the Department of Labor are Xavier
; ‘the. Wage and Hour Diyjsion; and Weldon Rougeau,
Director ‘of.the. Oﬂico :Federal Contract Comp! Progrnms.
: I begin J:want to state gur. support £ e reorganization of the Fed- -
: .agt in the plan. The Department of Labor workedy
ement and-Budget as this proposal evolved. -
gp.nization Plan-No.,l"is a work solution to the many deflciences in the -
equahemployment opportunity pgrams, It is most important $hat the = -
gains and'- 1o8ges | in; organizational. functions by the Department of Labor. be v
e context of:the total plan. The end result will be a major step. for- L ‘
fing equal employment:opportunities for 41l Americans: - L
Q!p"’lan will’:move . the ‘enforcement of the Age Discriminntion in, :
\ (ADEA) -and the Equal Pay Act, (BPA) to the. Equal ¥mploy- - -
‘ 0N ty Commission (EBEQC) effective July 1, 1979. Enforcement of
‘statiites’is;currently Jodged in the Wage and Hour Division of the Ein-,
pIOyment Standards ‘Administration. The ADEA promotes th%empioyment of
older:workers betweeén. 40.and 65 years of age based on abilityjrather than age;
oh b mmuaw age:discrimination in employment; and he ps employers and
‘MfF ways. to:meet problems arising from the impact-of-age on employ-
ment: Thg EPA‘provldes :that -employers may not ;pay employeeg of one-sex
wages at:rates lower;than-those paid employees of the opposite sex, employed
in the-same.establishmentyifor equal work on jobs requiring substantially equal
' y reﬂpohsi bili ich are performed under similar. working :

: ciosely ith theiOfce of M

conditions. e
Transfer. of ‘theé ADEA: enforcemént to thé BEOOC invoivés thé'transfer of 119, .~
ositions(\&nd :$8.5 ‘million; the EPA, 198 positions and $5.8. miliion These '
figures include legal personnel, - T
We firmly:beliéve in;the. Department of Labor that the two programs which "
will be.trans erred. to the BEQOC, in mid-1979 -have made major:strides in ful- .= .
filling:their: stated purpose during the t year. This pd trntion has been '
ullf ' co -to .lmprovements in their enforcement. We have made com- - -
mitments- o itional resources to overcome. prior :deficiencles; and-we will
contil;,ne ‘this e ort during the trnnsition!period ‘giving priority to full enforce-_
ent.efforts on these programs.. .
,,During fiscal fyenr 1977, there_were compinints against 5,004 estamishments
alleging violations of-the ADEA,; and 5,000 investigations,and concilintion actions
‘were taken in 5,008 establishments Monetary violations amounting to a record
$10 million . nﬂecting 1,948 . individuals were disclosed—$8.9 million affecting
1,707 persons ‘were’ disclosed ds a result of fact-inding investigations, and-the
remainder resulted from conciliations in which employers, employment agencies,
~-and labor orgapizations consented to pay while not being formaliy charged with
. or; admittlng to vigiations of the act, During calendar year 1977, the Depnrtment
filed 86 lawsuits uhder the ADEA. :
As_a result of the Department ‘of Labor enfi::ynt eﬁort during fiscal yenr o

X
&

977,°1,208 ‘individuals  who had suffered age discriphination were aided. A total
of $27 million.in lost.income was restored to individuals in 383 establish- -
meénts, and. 532 persons who ‘were hired or Teinstated are projected to earn
$4.1- million 4 yeaT in wages.- Also, employers agreed that they would consider
pplicants.aged 40 to:65 for anticipnted job vacancies totaling 14,584 a year."
"~ The Wage and Hour Division’s’investigations disclosed illegal advertising in
808 “estdblishments,; illegal: discharges affecting 648 individuals in 282 establish-
ments, and . cgal refusals to hire in 166 ‘establishments affecting 1,380 persons.
.g’l‘he enforcément -effort finder. the Hqual. Pay Act: showed similar beneficial = -
ts, g fiscal. year 193’7 Almost $16 million was found  owing to 19,382
empl ees for eqnal yay. violations as. azzesult of complinnce actions by the .

[
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< jo -and Hour Division. Almost 18,000 emplo benefited from restored
" incdme of nearly .$7 million.during that year. ng tyie tHucal year; complatut -
.. were recelved against 2,742 eslablishments, g#br 650 of ‘which-involvgd executive,’
.. . admhilstrative, and professional employp€s. Also, ‘during flscal year 1977, 80
equil pay lawsuits were-flled and seve significant cases wcre resolved, . . -
I am confldent that the joining togéther of the equal pay and age discrimina-
tion progranis with the title V1 Arograin- will mean major fmprovements’ in - &
. the- total' ¥ederal effuft>to elimgnate dlserimination, from- the Nation's work
scene, In the case of the ADEA Jeonsolidation will”unify compatible gtnndards, .
gincd the ADEA was modeled orf title VIL In the cuse of the II’A," cong olidation
will unify all types of sex-relatgd discrimination protection inrole agency. As’I
indicated previously, the Depgrtmment of Labor supports the reorganiration
proposal, and ‘I can assure y of our untmost cooperation to accomplish a
~ smooth transition, " . S0 i
- Turning now fromn the reorgapization plan, I would like to discuss the contract
compliance program, As Presidend. Carter indicgted in his message to the Con-
. gress, an executive order will cpnsoliate the enforcement of the Federal contract
.compliance programs into the Department - of Labor on October 1, 1978. The
Txeaitive order consolidation w¥il mean-the transfer of:1,571 positious and $33.1
miilion. ) e Co
As you know, the Office of Kederal Contract Compliance Programs (OFCCP)
now has an oversight vole in the enforcement of Executive Order 11246, which
profibits ¥ederal contractors and snbeontractors from diseriminating in em-.
+© ployment becanse of race, color, religion, sex, or nationgl origin, llmvevel‘,“ﬂ.h
<., regardless of discrimination, these employers must aiso take nl.ﬂ’rmntjvé action
to ensure equal opportunity in aii areas of employment. In addition to the
- Exceutive order gigogram, OFCCP also adininisters equal employment opportunity
programs for handicapped workers and Vietnam era and disabled veterans. Sec-
) : tion U3 of the Rehabilitation Act of 1973 prohibits Federai contractors and
e subcontractors from discriminating in employment because of physieal or mental ¢
nandicap, and requires affirmative aetlon to employ and advance in employment
qualified handicapped workers. Section 402 of the Vietnam Era Veterang' Read- -
justment Assistance Act of 1974 prohihits Federal contractors and subcontractors
from discriminating in empioyment, requires them to take aflitmative action, to
cmploy and advance in employment qualified Vietnam .era veterans during the
first 4 years after their discharge, and requires tlhiem:to take such action for
certain quallfied disabled veterans throughout their working lives.
“These programs establish coverage of employers through a contractual relation-
-ghip. The Executive order 18, of course, based upon the contructing authority of
the President while the section- 503 and section 402 programs are established by
-, legisiation, Employer obligations nnder these programs are contract perforniance .
standards agreed to in return for payment from Federal tax dollars; and thus
. ¥ederal court declsions on the Executive order progran have wenvrally hald that
R its nuthority to eliminate discrimination is_bronder_than and not linited by any
" provision in other Federal equal employment qpportunity laws such us ADEA, "
EPA. and title VII, : . S :
“During tlie pust year we have made major improvements in thé:Fedcral ¢on-
tract compliance programs. The enforcement of the Ixecutive order program is °
now nt the highest point since the inception of the pmgrain, Prior to 1977, the
Department had succeeded in debariing only 13 contructors from Government
-contract’ work, Since January 1977, debarment actiens have been completed
against three companies, Administrative enforcement aetions are currently pend- .
tng against 14 other companies, and 5_0th_er’ enforcemenst cases are pending in the
courts, . ' ) v 2 : .
L Of course, while we will not hesitateé to eiforce the Executive order against
- employers who disciriminate or who refuse to take affirmative action, we are in
* 7 tlie business of achieving compliance, not debarring contractors, Wé would rather
/ ’ « hawv contractor agree to a meaningful councilintion agreement that to lose &
B Goveyment contract. In that regard, we have been snccessful in' achieving sub-
stantial compliance on.a voluntary Dasis. Since 1969, an estimated $200 milllon
has been restored to workers .under the Executive order, some of. wlilch was.

obtained jointly under the Executiye order and title VITL. . :
The Department also has taken several initiiitives to substantially improve,its’

! managemeht capabilities. The Department-has effected a.reductiop in the number
. of compllance agencies enforcing Execiitive Order 11246, Ncw and, revised reg-

. ~* ulations will soon be. issued to revise the format for rompliance by construction *
contractors and subcontractors and to expand protection of women and minorities
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Z-of complian *ldm;cff.'fqt@g%ﬂn’.beege ex-
0 on BYSIEHS, ire.
BROC, ggpp%eﬁﬁot Igstlce. and the
g ted, in. ! p‘;ldugan‘ce'_bg_j.olnt.zuldeupes, on em-
g, In" & . within th¢ Labor Department, the
id: Training Administration have enteréd into an
‘ﬁl&. ase minogity employment ‘and the en-
ioBEAREE TIRORHY  OTAD N nd the €

%’, programs, new ‘procedurés have.been devel-
Yo compliinice reviews, including procedures for
[ua ‘JRBgFams in an effort.to reduce systemic
{Acrin ns of the. handiéapped. worker regu-
1ations . enring. /Another 80:casges are in prep-
nration. In the 4 years' of: th APD¥A. worker program, ffiere have been
AQQ complaints filed, - with . nearly, 2,600 having. been reteived in the past year.
nisiditio @ndeﬁf ¢ Vietuam era veterans pe gram, 500 ifdiyidudl complaints
have been'recelve ‘be i
Yo been alleged for

[ M)

‘taflure to meet the mandatory job listing requirement. for

More tantly, we have implemented-a new enforcement policy .of directed
| gonmpliance reviews acrose:the ‘conntiy involving violations of the veterans and
handicapped requirements. A total of 800 directed reviaws are underway., Under
& gmgﬁgw enforcement policy, the Labor Department will continué’ to investigate

indiyidual : ‘

le¢ted contractors and subcontractors. - P I T
Nevertheless; our ability to:“manage” the efforts of the compliance agencies
a8 been encumbeéred by. fragm tion, and lengthy.and cumbersome channels
of communieation;;Our experience Aas been that such a division of responsibilities
simply does;not. work. Corolidation- will achieve thegfollowlng: promote con-
sisten ndards,: proceédures;:and reporting requirements ; remove;contractors
rom the gurlsdiction’ of multiple:agencies; prevent an agency’s &jual employ-
nignt objéctives from being outwelghed by.its procurement ahd construction ob-
-Jectives ; produce more effective law enforcement through unification of planning,
‘training and sanctiops and, as concluded by the Pgperwork Commission, reduce
paperwork. and, jmprove management Information systems. We are convinced the
‘consiolidation of the enforcement of the Executive order into the Department of
ir.will contribute greatly to the overall success of the. Presidént's plan.
1.summary, My, Chairman, the comprehensive reorganization of the Federal
O effort will..go far"in promoting. equal employment opportunities for our

‘happy toanswer'd ny.questions you-may have.. .

ANp’ BUDGET, BEFORE THE SUBCOMMITTEE ON°LEGISLATIqN AND NATIONAL SEou-

MRt 7, 1078 7',

-gubinitting for the record. *. ~ ° L . '

-On February 28, 1078, the Prjiident announced his plan to reorganize and im-
- prove this ‘Nation’s-equal empl0¥fient enforcement efforts. This plan makes the
- Hqual Employment Opportinity Commission the principal Federal agency in fair
émployment ‘enforcement. Together with actions the President will'take by Bx-

_Ldbor,, it consolidates Fedéral equal employment opportunity activities-and lays,
.“for the first tiime, the foundation of a unified coherent Feéderal structure to com-

""" 'prime objectives of this administration is' improvement in the management and

/ that direction. .~ ~.'." . - I O :
The Government's equal ‘employment programs have had only limited success.,

-0t the burd®ng ‘whichithe present -enforcement -structure has imposed:both on

S R : * : e L

RITY,' COMMITTEE ON GOVERNMENT OPERATIONS, U.S. House orF REPRESENTATIVES,

e ) ' ot

nd most have beéh-eoncisded.‘ Also, another 2,000 violations. -

al complaints but’ will ‘also conduct compliance revigws of randomly

citigens. The: Department of -Labor is totally committed to a smooth transition -’
‘and to a vigorodg -effort in the years ghead, My colleagues and I will now be: -

O T A Vbl X . : _'A L o X
TEMENT 0F JAMES T. MOINTYRE, JB., ACTING DIRECTOR,\OFFICE OF MANAGEMERT ..

“:'M#; 'Chairman and members'of the committee, I appreciate this- o'pp'f)x'tfxmltyzj tO_j’ ’
“* .. ‘sppear before ‘you today.'X -would like to summarize a statement which J am :

-ecutive order-to merge.the.contract compliance program intoithe Department of .

bat.job discrimination in all its forms. The President has stated that one’df the . ‘
enforcement: of ‘the Nation’s, civil rights laws._This plan represénts a step in- ’

They have peen beset, by problems. My testimony on pages 2-5 provides examples .

e

v
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employers and the persons these laws were intended to protect. Let mé men-
tion two of the examples:

Tn-1077, e office o the KEOO_duplicated an 'investigation of the

, Department | bor'a Wage and Hour Division on a sex diserlmination
charge against a large refrigerator manufacturer. The BEOC investigator
" was: not made aware of the DOL investigation until the EEOC's investi-
- gatlon was nearly complete, . o
~Tn'a 'case ‘involving .a -coal company, the EEOC found no probable cause
. for an individnal ¢Harging party but did find canse on issues of denial of-
employment to blacks as a class, In 1977, while attempting conciliation,
it was discovered that the Department of the Interior had already approved
the company’s afirmative action plan and the goals and timetable it had set
for the employment of blacks, : . : o
Many studies have verified these problems. For example, in April 1877, the

Commission 'on Federal Paperwork made this observation about Federal equal
employment opportunity programs: ’

“[I]t has been apparent that-the welter of confusing laws, regulations, policles.

and practices ‘of a multitude of Federal agencies hns'mllltnted agalnst effective
enforcement and informed public policy.” !

Similar findings and- conclusions were reuchec.l' by the Commission on Civil

Rights in reports Issuéd in 1975 and 1977 and by the House Subcominittee on
.. Equal Opportunities last year.. - .
¥ " The Oftice of Management. and Budget’s analysis identified several problems
related to organizational deficiencies in the present equal employment enforce-
;nerlit program. These problems, which I reconut on pages -8 of iy testimony
Include: ) I : :

—Overlapping jurisdiction. -
—A,ppllcat,lon of inconsistent standards.
—Duplicative investigations. .
—Waste of resources,”

—Confusion over procedures, . e
—TInadequate attempts at coordination, . - : .

—Poor management,. ) . ’ ) v
—Conflict of interest between program and equai employment responsibilities.
—Lack of accountability. .
Many of these problems can be attributed to piecemeal development of the

-
-

Federal equal employment enforcement effort over a period of more than 30 years.:
The time Is ripe for bringing order mid effectiveness to our equui employment
programs, : : S e : ’

The plan propoged by the President takes steps toward consolidating major .
equal employment{tun(‘:tlohs. Various components of the plan are phased in over

., u period of time to .allow for management improvements and avoid unnecessary
% disruption. - - R : . ] ' c
- The plan assigng to the EEOC the role of principal Federal agency in fair
:employment enforcement. The EEOQC was chosen for this responsibility for two
reasons. First, it is the only existing agency whose parammount mnission-is com-
.- _batting employment diserimination. Second, its size, experience, and scope of .
activities are consistent with undertaking such a role, Although the.agency has
.suffered from image and management problems, such -occurrences are not un-
‘' -cominon in a young agency administering a highly controversial and complex
\..-program, More important, the EEOO has initiated 2a major internal reform pro-
. gram which already has generated substantiai progress, and is likely to improve -
the agency’s performance quite sharply in the long run.

The major elements of this reforin program-are a streamlined »ﬂeld»structui-e :

' " consisting of 22-district and 37 area offices, a new training program, a new
- charge-intake process, -a.rapid-charge processing system, and -the creation of
. .separate backlog units in egieh of its district offices. )

“The Office of Managemeént and -Bundget has.been monitoring EEOC's reforms

_ . closely dand will take steps to ensure that timetables are adhered to and periodic
_evaluations of new systeins and procedures are conducted. (Details on the initial
" impact of the EEOC reforms appear in appendix B of the report entitled “Reor-
ganization of Equal Employment.Oppoftunity Programs” which I request be

. included'in the record.) ~ - - - bt oo :

The réorganization plan authorizes the toll_ow'lng transfers of program respon-

~sibiljties

—On -July 1, '19?8, abollsh the’ tqual Employment.Opportunity Coordinating
" Council and transfer its duties tp the EEOC. " - .

[ . . . . . T
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rtunity for. . . - -
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he Bqual Pay Act——
Labor Depertment
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f’ my téetimony.. Let me
mploy. nity Coordinating Council and
’ es to the ,'the plan places the Commission at |
£.equal employnient opportunity enforcement. Armed with thig new
relponltbﬂlty, 1€ u‘%,_,mn-\d&; op. substantive .equal employ- .
ty.standards.applicable to the entire Federal Government, stand- - -
ath; colléetion’ procedures, create joint training programs, and

de’ laint /and. compliance review priorities and 'meth-
will'help’to:limit duplication and inconsistency among

B, Lot e [ . - ,
rvice Commission's equal employment opportunity
'will Insure uniform’ implementation of title VIL
ual employment rights of private employees and
ocali governments, ‘It Is the.agency that possesses the L
xperiénce in deallng.with equal employment problems. N
! »-the function. is performed.by the Civil Service EEEI

n:betweell the. BE0O0 and the OSC.on Federal personnel mat- .
be necessary. In order to insure that the transfer if{ no way undermines  ~.".
10 civil service reforms which the adminiBtration is submit-
BEQC O80 are developing compatible complaint appeals . -
:EEOO to delegate to the O8O or its successor -~~~ .-
: ; ary . determinations on diserimination - * :
i y Q- (igunction with appeals of adverse actlons. The . -
EEOOC retdins’the right to review this determination. : s

-Thé plan’ tratisfers:enforcement of the Equal Pay Act to'the HROO, The Bqual
P t.and title VII are essentlally duplicatlve. Transfer of the enforcement of

"BEHOQ, therefore, would minimize overlap, permit better-allocation .

1d céntralize Federal enforcement of the prohibitlons against gex- -

in-émployment, - - . I . .

" isd»trah'sfel‘t'the enforcement of the Age Discrimination in Employ- - . . s

ment Agt to the BEOOC. There is now virtually complete overlap in the employers, ' o

lAng;r‘ org! ations, and employment agencles covered by title VII and by the -

,D,lqi!rimlg’ntloh:in Employment Act, This overlap is burdensome to employers " -
id confitsing to victims of discrimination., . ) oo ' R
n  plan réinforces the intent of the Congress that the Attorney Gen- -~ -
| te. title VII “pattern or practice” cases against State or local gov-
) itheut the necessity of awalting the referral of complaints from the
EEO0C-—an issue now disputed in the courts. - R CL
n on to the changes proposed in the plan, the President intends to isspe .
: tive -order;: effective October 1, 1978, to consolidate the contract com-. =
pliance program into the Department of Labor: This consolidation will promote
‘conbiitent stindards, procedures, and reporting requirements, remove contractors .
of mnltiple agencies; prevent an agency's ejual employment
: g outweighed by its procurement and construction objec-
and produce more effective law enforcement through unification of plan-
raining, and sanctions.; ;. . o o T P
le:we do not antlclpateﬁa the reorganization contained in this plan will .
jult i an-overalliréduction In expenditures, there will-be adminlstrative sav-
ings attendant:to’ the creation of a more efficlent and managedble enforcement .
rogram.-Reduction in program overlap, inconsistent data collection systéms; and -~ = ™"
diiplicative investigations will mean higher productivity. reduced burdens on
"and Improved services to those seeking relief from discriminatory

4

Ry lerlying premise of these changes is that the Federal Government will
evelop a “coherent:and’ unified equal employment program. The inconsistency;
doplication, and: spinning -of wheels which have led to-much..of-the fryugtration .
iced’ by:those  the:laws are: inténded. to Drotect’ and .employers. and. unions at-
terhpting to' comply with the:laws mnst begin to disappear. We belleve that this )

lan ‘represents’a major stép in that diréction.. We hope that you will Join the ..
Président In moving toward an eqnal employment opportunity program in which '
211 Americ can place thefr trnst. : C e : :
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ITEM 8. LETTER AND EINOLOSURE F'BOM SENATOR F8ANX ORURCH, T0 EWAN CLAGUE,.

LacoNIA, N.H., CONSULTANT, AND FORMIR COMMISSIONER, BUREAU or ‘LABOR: .

SraTI8TION, DAm JoLx 81, 1978

Drar Dr. Craaur: Thank you very much for the excellent testimony at our
hearing last week. You vided & great denl of perspective, along with your:
very helpful facts. I appre::?nte the time and effort devoted to your statement. It
will recetve careful attention and frequent reference a8 our study continues.

‘I have compiled a w#t of questions and requests either made at the hearing
or added since. We uld Mke to have this additional material by September 5

for inclusion in our hearing record. If it is not possible to give a final statement

on any individual matter, I would be glad to have an interim response indicating
when the additional information will become available.
. With best wishes.
‘Sincerely, -
Lo FRANK CHURCH,
Chairman.

. [Enclosure.]
QUESTIONS FRoM Smwubiz FRANK CHURCH'

1. .Your statement, “At inflation mtes of 7 percent or more,the enrly retiree
-would receive hlgher beneflts after age 65 than the fellow r who continued
working untll age 85 and then draw his benefits,” is of great cuncern to this com-
mittee. Would you care to illustrate this point further? .

2. Your reference (p. 18) to early retirement as the potential “time bombh"™
.which would upset current retirement income programs. ls equally worthy of
‘close attention. .Can you glve tentative projections as to the timespnn for such
a calamity, if present trends continue? .

8. You request “more. intensive study of the early retlrement problem in order -
to find out what could be done to bring the si tuation under control.” What factors
should be considered in such a study ?

74.'This committee has reported that persons on retlrement income budgets pay
proportlonntely more of that income for items in which the greatest price in-
creases are occurring : food, shelter, utilities, transportation, and health care. Do
you agree with that- stntement? Would you eare to supplement your earlier re-
mnrks about the need for a specinl cost-of-llving {ndex for older persons? .

- 5. What suggestions would you make for changes in Department of T.abor
statistical reporting to better reflect problems of middle-aged and older workers?

6. IMTow much would an elderly person's purchasing power be reduced if he re-
tired today on a $10,000 annual pension at thé age of 65 1f our annual inflation
rate worild be 6 percent per year for the next 12 pears? What would be the efrect
under the same circnumstances if the annual inﬂntlomu'y rate would be reduced
to 4 percent per year?

7. Would the development of new work fatterns—suéh as pnrt-time.employ-
ment, phased retlrem?nt, and others—have any effect at all in moderating
inflation?

8. It is my \mderstd’nding that much of the information about early retirement
in State and loecal governments is quite often unavailable or incomplete. Would
you agree with this statement? And If so, is this another reason that you call:
?tnte and local early retirement a “time homb"?

9, Today, inflation seems to be more persistent. than It used to be. Why is our
Nation not obtaining more rewlts in terms of controlling rising prlces?

ITEM 4. T.ETTER AND ExcrLosunre FrRoM EwAN CrLAGuE,! LAconTa, N.H,, CONSULTANT,
AND ForRMER COMMISSIONER{VBUREAU OF LAponr Sm‘nswrcs, TO vauon FRANK
CHuRro, DATED s:-:p'rsnm:n !? 1078 .

% DEAR' SENATOR CHURCH: The nt?n(-hed memorandum provides the committee .
with my answers to the questions which: “you ‘raised in your letter fol&gwlng the
July hearings. [P

I have answered each of these q“estlon to the best of my - nbmtv within the
time available. I hope that the answers may provide a basis from which resenrch
analysts could develop more nnd better 1nformntion .

Yours . ’
’ ' EwAN CLAGUE. '
[Enclosure.l :

1 See stiatement, p. 135, ' . () 2
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uate 62 would have tq tikeé a°20 percent
t {nflatibn’ u¢jus ent he would

rcen a year would ol m ‘benefité’liigher

s subatan j‘llhend '0f ‘the early retiree} ga

t: 1§ adhntﬁqon; to postporie retirement unt ﬂ 65 with full

” what ghe?l'vmge earnings. - .
: ,_’tllm ig“& 2 ‘number‘of factors which have the eftéct oi stlmulatlng

‘juestion posed: by Karen Schwab in-the August 1974 Bulletin is:
mualn é/n god to’ leave the'labor’ tort:eqbecause of the

1y berlefitn?”,

. nt: tuetor: In‘losy”of rogular job with little hope of gt% tting another
' the" P ta cited ‘Above, the early retires would d
ihthenefits 1n"years 62-64,:and’ then'draw over $8,500 in benefitsat age 65. An

t:seworal yeéars to equal the'éarly benefits obtalhed by the retireé'at age 62.
~Anothr. fdctor of greater iinportance is the growing number df workerd retired

“taan'“such;workers have® alrendy retired before age- 62, they have plenty of

Mnméwdtazew Vid

eligible for-$200+a:month, *with a: ‘reduction to 80 percent for early retirement.

mamonth, ‘or 8 percent..: .t
. many:elderly; men and womén bot rly retirement:at‘moderately reduced

'to which the workerg are purposely making-what to them is a favorable choice.

" All the above 18'now history. An entirely new situatigh has been credted by the

‘each succeeding year: The statistics of early retirement demonstrats the extent
i

by.the Consumer Price Index. This results in an entirely new calculation of retire-

:benefits for lndlvldpul :workers, It 18 not possibie at this timé to judge the

Ilqpactthat this new system might have on early retirement. ]

*Question 2:-Your referente (p. 16) to early retirement as the potentlal "tlme

b

i’ Q cnlamlty.if resent trends continue?
Reésponse. The reference to a “time bomb’ referred to the delayed lmpact of

*.81x.quarters of coverage. That basic requirement was incres, year by year
‘until the standard 10 years, or 40 quarters, was reached in 1946. Congress also

fund expanded rapidly, despite the low contribution rates. Then in 1950. with'a
gro'wlng reserve fund, Congress changed the rules and established only a five-year

‘The- rallroad retirement sjiitem in the - Unlted States was established on.an
gntirely different basls. ] the private rallroad company systems were
: ﬂonallzeg in 1985 pad. workers (whether prevlously lnsured or, not)

1 972. “R tirement Hlato Study ¢ Intmducﬂon". Ammst 1974, "Fnrlv
Imbonmr'é:r Wllthdrnwa; of Men" Saptemry ber 1874, “Labor Force Status .of Non'-Mnrrted
Women on the !l‘hreshold ot Baﬂranent. - : C

AR )

L ded, | wrong m\liremon}nnd shOuldbe
R
d‘l&at ¢e 65, Instead of $300.&' month, the early
"R oh slt In the meantime, a fully employed
» .f? Jes, o %
he' fully em- .

ent." THesd are met forth in several issues of the Soclal:Security . .

W over 59,200 :
dividual ‘wafting ‘dhtil age 65 to obtain ‘the regular benefits wquld require at

% “from privat¥industry at'ages 62, 60, 55-and even as early as ajge 50."Assuming that-

* Alother;case would-be nmﬁ"' dband retired aﬁ $800 & mohth with affvite aged 62°
".l'he ‘couple.could draw immedlatelya Elolnt beneflt of $460 a'montki;'a loss of’ only

beneﬂta 18 preferable: to'a 8-year wait. Another advantage is that the purchasing
power ‘of the- benefit 18 protected by the cost-of-living adjustment of the benefits -

1977 amendments which ‘provide for indexing the workers' earnings In past years.: '

BOmb" which would upset current retirement income programs is equallg worthy
ot close attention. Can you give tentative projections as to the timespan for such .

‘A retirement system during the early years when-the system is expanding rapidly. .

. !YWhen a retirement system is first established there are vast numbers of contrib-*
‘utors and no- retirees,” Contributions .come first, pensions later, When social
~e=+geeurity started in-1986; elderlypersons were- permltted to-qualify: with-only -+

‘limited ‘the contributions during the war years (1941—45). since the reserye

 take social security at the earliest avéilable date. There is not. much - .
and some posslble dIsadvantage) in waiting three reth:ed mars toget '

Additional examples could be clted but these should be lmﬂlclent to show that* ]
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' u were brought into the new program. What a worker needed was proof that
% he had-been gl.: on. troads—for-a-longenough-| for

| . period fo q
benefits. The’ reuti 4 that benefit paymeénts constituted a substantial fraction

X .contributions, So the system began as o full-fledged retirement
godaay “madlhnd,thq necessary employment

- of, the Int o _
_, program. This was' possible, because the
" yocord {for the moat paTe). - L

. But for soclal-seourd! .this would have been impossible; there were no such - .

C * dotailed pARt. work.xecords ‘available.: 8o social security had to \Lndergo a long

. growth period before the system reached maturlty: that is, when expanding

s * covera, and benefit payments came into reasonable balance. . L
. The ¢ivil. ser" co retirement system’ in the Federal Qovernment began about :
WorldiWar I. 1t expanded during the 1080's and the war years and then became '
stabilized in the 1950's. There has been only modernte growth during the last 25

_'years. Since Fedggl rotirement benefits are escalated twice a year by the Con:
sumer Price Index, the result would be a” doubling of the benefit payments for
each individnal by 1900, with nearly another doubling by the year 2000. Contrl-
bution pates:.of 14 percent (worker and Government 7 percent each) will not
provide dufiicient funds to pay the benefits. Some additional confributions will be.-

. Pecensary: : .. - ‘ .

‘State and local government employees totaled about 4 million in 1030, but the
number tripled in the next quarter century. That group has constituted the most .

. rahldly. growing segment of the U.S, labor force. In the earller years, o consider- -
able proportion of such workers were moderately or even. highly political, A con-
tinulty of. party control within the State or city insured job security; a political * ..
overturn could result in monumental dlsmissals, accompanied by new hirings. -
YWell-established. groups, such as police, firefighters, and teachers, became orga-
‘nized and were able to develop retirement. gystems for themselves. But the other. .

- State and l6cal employees groups were not highly organized. Many of the clerical "

.. yworkers were women, of whom amoderately high proportion became married and -

. dropped out in order to rear a family. o . .

L It was in the 1960's that these relatively unorganized workers began joining - . ..
unions and putting press,vﬁ on State and loenl governments for higher pay and
better retirement; This i8"the most rapidly growing segment of organized labor

. intheUnited States, - . . . : : .

..+The Nation’s: retirement problem in this area 18 that the rapid expansion of .
iployment conceals the emerging. financlal problem. Statistics in' this whole -
fleld. are difficult to obtain. For the past, few .adequate statistical records are

. -readﬂy, available. For the future, new wages and salary scales, as well as new

beneﬂ%re belng negotiated every.year. .
Perifips the District of Columbia (on its way to becoming the 5igt State) can

] . merve as an example of this emerging situation. The following table shows annual

P employment {n the D.O..government from the early 1050's to the present.

K . . . - - ) N

, & TABLE 1.—EMPLOiMENT IN THE DISTRICT .OF CQ‘LUMBM GOVERNMENT
@ ] o : ) Emﬁl&immt(&hous‘ands) o~
L v N
© Yesr. 3 T Average Increase
1950.....o: eecioessmmaneaemnnsesmenamanes 19,5 oemmeoonns .
o 1956..... - . S eeeccieeescsceceeyesesceass 22.1 2.
) 1%1........ e ooeeceeecececeeseeaaeenn . 26.9 <y [N
k 1082 e cceseeesescassmecmeemmeaccsesssecsescsscssmsooosos - 8.7
. 1963 ———- —enee - —e- - 29,1 1
1964 S PSP P .30l 1 !
1965 . 3.1 - 2,
.. 1966, . 35.0 2,
1967 % . 312 2,
1968, 40.4 : 3. S
1969 ceee 3.4 . 3 )
1 ———- 46.6 3. :
SRR ) D, i 49,0 X
1918 e " ‘ - 8.6 -
197 - T 481 -
97, LY - 49,9 1
1975 e oo e ee cmmmecaseesesseeesbesswssmecsesesesaoSossSsenomas oo Sastns 151.4 1 .
. %973 T < > T = -:gﬁ,g .
TR /Y70 s — b 1483 o
o ) T Kl . . = B L] - .
/"‘;L:«, “ atacluding Metro. L, . - ) e T Iz
“ e ' o ' . U, LI
’ 4 : : : - ' g
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dove ;employmput grew. slowly.atifSrst—anly 2,600 in the 8 years,
72-about-800-em "PAT-FAaT; $next; ra-through-1004;-
dndreane was about 1,000.employess per year; Then the rate multiplled.
7wro&u$¢1mm.no..;,mpm ent.increaged: by almost 10,000 (80.1.to
el -of ‘nearly .68 percent, Then employment stabilized except for the
plon in. :Metrozemployment (the .new .underground transit system).
impantant polht:here ds.that the retirement aystems covering the alove
ntemployees are nat funded, belng pald.for out of annual appropria-’
t: beneAit.costs are moderate, based qn the relatively small number
i tn.of the 1960’8 But the 1065-T1 recrults will become-

g

t.ﬁmvtlﬁoc R SN TR P S N 3 -
R y'reccent congressional hearings hua;hlghl,lahted thls retirement problem.
on

1

Wa’o:s}dolﬁm ~{chairman,. Senator Thomas ¥, Hagleton) .held hearings
proposed. legialation.cavering the D.C. retiremant n&;wm- of policemen, fire-
O‘Jietuﬂch A d i’t:ml.m Senator Egcleton conducted the hearings on those four
" The generaliinciusions were that: D8

State.or local forernment in the United 8

The disability provisions are prac-

. . (§9 percent): retired: on disability. Subsequently, the proportions declined to 77
FEA t.and. 71;percent ;-and recehtly it.was 65 and 67 percent..No city in-the
.4 United States has.as generous disabllity provisions as D.O. . " .
" The great significance-ofthe disability -decialons is that disabllity, paym:
are:largely exempt from income taxation. Mayor Walter Washington in his
" temtimtny: ed that those provlslonqﬁv;ere leglslated by the U.S. Congress
and not. by the 1:0,government. Senator Hagleton agreed that these generous
rovisions were the responsibility of the Congress. He then went on to comment :
“The D.C. systemis totally nonfunded, police and fire; marginally or meagerly
funded:for teachers, The -tima bomb in the District of Columbia ticks at a faster
- pabs.than elsewhere' >.. . = . . o . ! o
+» Ttds lkely that the disabflity legislation now under consideration for Q. will
_be passed by the Senate.and the House, thus introducing some moderation Into
ithé system. But this revision is.only marginally related to the re rement gystem
s for. other.D.C. government employees who are many times as numerous ag police
“and firemen, These other professional, administrative, and clerical employees do
"'not have the.m dfsability experience as police and firemen, nor do they have
such liberal retirement benefits, But the total cost is much higher. The
D.Q;-government is- qnite in line with other States and localitles on the more
: generalized retirement and dlsability provisions for clty employees. It D.C. is
"in prospective financial troubles, so are many others..
-1 State and local government employment continues to expand as rapidly as.
lﬁ;;has during the Iast quarter century, the financlal crisis will be postponed for
R a‘decade-or.two; But if the Oalifornia proposition 18 takes hold in other. States.
©..and localities; the financial problems of the States and localities will become &
national problem of major dimensions. S ’ .
.. . Question 8. You request “more intensive study of the early retirement problem
" fn order to find out what could be done to bring the situation under conrol.” What
- ", factors should be considered in such a study? . - ot
Response. The most urgent need for tbe analysis and solution of the problem

" *'of early retirement is the. collection and publication of statlstics which would

‘show the dimensions. of the problem in future decades. The™Mwst question is, at
- what ages.are government and private industry employees retiring and drawing
thelr pensions? . i e . i :

% agenclesy- 1ssue comprehensive statistics on this subject: In State and local

- goyvernndents such ‘data must be available in state and-loeal records, but it is now
" Iargely unpublished and uncollected on a national bysis. There i3 a further ques-
tion. as to whetlier the governments would make glich information available to
.the general public. Would there be any- possibllity, even on a sample basis, of
" developing some statistical trends which would miake possible the development
.of-some future projections?. In private industry systems sych information s no
“doubt avallable, but it is not'collected and published. , v )

‘Subcommittse hearings, Feb. 26, 1578, p. 13, o e

ot.atapu‘trom the récrul
‘el  in: the 19008, he. cgn;bh_mtlon of expanslon and inflation will explode at .

'mwiﬂmto Subcommittee ove%entnl Affairs and the

et ot . . . .
% the most generous pensions of any
t(leally.:-nnnmltpd. -In-1969, nearly all D.C, po'llcemen (08 percent) and firemen

.- For.the-Fed ernment, the Civil Seryice Commission as well as other i
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. A wecond problem relfites to the combination of retirement and employment.
_The Federal Government has recently issued some statistica showing the extent .
to which military retirees drawing military benefits are working at full pay In
the clvmnn'ngwwi—uf—tha—vederﬂ—GWernmeut.—Eupum y are some
agencies in which a retired Federal civilian employee can work a limited amount
l(plu"t‘-ttlnm or part-year) with no reduction in his (or lher) regular retirement

henefits. ot .
However, it is not known to what extent private industry retirees continue
to work while drawing retirément \béneflts. In the caxe of the United Mino
Workers in the coa] industry, the miner can draw benefits at age 85, 1le can’t
work anyimore in the coal industry without losing hls coal henefits. But he could
work in.any other industry and Keep whatever caruings he makes. In the case of
State and local governments, there are numerous examples of early retirement,-
at age 80 or earlier, in which the retiree can draw hls local governnent heneflts
while holding a full-thme Job in private industry. The Key «(uestlon here tfor
the future of the retirement systemn) Is the extent to which cmployees choose
" early retirement coupled with regular work In another industry. Such informa-
tion could only be obtained by matching that retirement with social security
employment records, o .
There s another -aspect of the work-retirement relationghips which requires
A further study. That could be the effect &t the noclal security permissible work
earnings upon private or other government retirement benefits, A retired sqeial. v
" gecurlty beneficiary can now earn up to $4.000 in annual earnings without any
_loss of bénefifiy with $1 reduction injbeneflts for ench $2 of additional earnings.
A retiree drawing $3,600 in regular benefits could recelive $7,000 fromn both. If
. he earned $6,000 on the job, he would get a total of $8,600. loging $1,000 of hls
pension, At earnings of $11,200 he would lose hls pension altogether (as long a8
he earned that much income from Work). N .
'As I8 evident from the above analysis, there are a number of aspects of early

retirement with full benefit payments which should bé.explored in order to find
out what action, if any, should be taken, S . . "
Questlon 4. This committee bas reported that pgrions on retirement income k0
o budgets pay proportionately more of that income.for items in which the greatpst
price increases nre occurring; food, shelter, utilities, transportation, and health
care. Do you agree with that statement? Would you care to supplement ‘your
_ earlier remarks ahout the need for a speelal cost-of-1lving index for older
persons? ' - :
Rcaponse. When basic subsistence costs are’ high, the elderly retired persons
-willl he paying a larger proportion of thelr lenefits for such necessities, This
points to the need for a-special index for elderly couples, with possibly an . -
adjustment for singles. i ’ .
Such an elderly couple's cost-of-living index did recelve some attention in
106465, when the Consnmer Price Index revision had Rone into effect In 1064,
The study of family expenditures had shown that the pattern of expendlture of
the elderly did not mateh closely the patterns for the standard four-person family
represented in-thie CPL. : ) -0 :
However, the needs of the “great soclety” sprograns plus the outbreak of the
war in Vietnam knocked ont the possibility of establishing contlnuing family -
- “expenditure studies, which would have been required to construct the indoxes
for the elderly. . : :
e 3 Now that the CPI has just been revised, this is a most appropriate time to’
" consider the establishment of an elderly couple's index, with perhaps separate
. single’s indexes for men and women. : ) s
. Qucation 5. What suggestions wdould you make for changes in Department of
' Lnbﬁr st"ntlstlcnl reporting to better reflect problems of middle-aged and older
workers? . .
Reaponse. This question raises the issue of additional information which might
‘ De eollected by the Bureau. of-Lahor Statistics, That bureau is opening up some
o areas of research that are germane, There is now in preparation an article in
: the Monthly Labor Review on the “Employment Characteristics of Older Men,”
hy Philip L. Rones, an economist in the Office of Current Employment Analysis.
This will appear in a near-future issue of the Review. The following is a brief
quotation from the Introduction: ~° ° .
" «Thig article focuses on these older persons who do continue to work. The
discussion includes the major factors which contribute' to the older worker’s
- decision to remain on the job.and how these factors are reflected in their em-
T o ploymentdghnmctggclstlcs.‘ Particular emphasis 1s placed on “the reasons behind
the industry and Gccupational employment patterns of older workers.” oo

\
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3 ;t!i pApey lndlelm thut lt,wm provldo ul:nlﬂcant
‘ at ;l:ﬁmmt for older workers, One of the :nltlnnt
g ‘mwlu .Jrportance of mrt-tlmo and bart-year

lM ypart of this BLS study, but ‘which roqu}rol
muu&“m o%.wotk and benefits, How many middle-aged
employed ' workess: are also drawing retirement benefits? There

i .Jooa] government working in private {ndustry. Or
mfy"m industry might find a government job—
retired from one private induatry

or o A wor
hnd mplo mw r. nt leut comblnlng wage and retirément

private
her an:h whl n:ﬁt be explorod is the oxtent to whlch proteuibnall ‘
wh llllltnﬂ" skilly become lelt—omployed workers whue thoy
i "nﬂ'mmnt benetits.
! hm e .aspect: of ent.systems which could usefully be explored.
“That/in, ﬂlo bonvne.oxporlom of ‘workers in Industries and occupations in which
there ia‘miuch labor turnover, This might stem either from the worker constantly
seekin botta: 1ohn o:,ttpm ‘business failures, espectally of small and medium-
Ined ?h aﬁ have been cited of workers with a lifetime of work
cxpe:lencd but witheut earnin ‘ﬁany retiroment benefit; excopt soclal security.
There have beeri ‘wome valuable studies focusing upon the age.groups 62-04, -
60-64, nnd 58-62. The age groups which have not been adequately surve in
these olde, wbtkor studiss are those 50-54 and B5-59. What is urgently ed
© {w some h&tv t to which workers, men and women both, combine
work and rtﬂnmonHt whut ages and at what lneome levels,
o estion 8, How much would an elderly person’s purchasing power be reduced
. .Hl! o retiréd today on a- $10,000 annual pension at the age of 65 If our annual
“infiation ‘rate ‘would be @ percent per year for the next 12 years? What would.
be the effact under the same clrcnmltances‘lt the snnual Inflationary rate would
be-reduceq to 4 pertent per year? -~ .
Rupom A ‘retired worker draw]nu' beneﬂtl ot $10000 a year would have
o rchaging power-cut In- half with &8 percent'inflation rate over a perlod
-years ($5,087), The téllowing tabla shows the shrinking purchasing power
’ gt utahat, penston. For this calculation the resulta are_rounded to the nearest
oLar, .

Year: ‘.- oot ) ' . Purohunmypoum'

. : $10, 000

- 9,400

3 ————- 8,886

4 O SN - . 8,200

‘ b 7,798
. S, 7, 830
o 7 -- 8,890
E SRR 8,477
BRI 6,088
O 5, 723
TS ¢ S A 5, 380
,' a2 . 5,067

At the end of 8 years, the retiree would lose over om.utonrth of the valne of
_ hls pension ($7,330). In'® years, its purchasing power is almost down to 60 percent

of the original benefit. )
. At an lnﬂatlon rate of 4 percent;,xthe retl ree comes out much better. °

!ear H Purohosing power
$lg.
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At the end of 0 yaira, the retiree is down about 10 porcent ($8,108), and at 9’
yoars about 28 pe nt ($7,918), In the 13th year, the loss hag boen over 80

However, these mathomatical calcutations do not show the 1T extent of tiie
readjustmonts that such a worker would have to make. Olothinik, for exanple, 18
seldom a heavy sxpense to eldorly people in thelr rotivement. Houaing can be o
major problam, both for venters and for many homoownera. Iint it in the bhaxrle
_pocesaitios of fogkt and utitities which become dominant with a shrinking income,
Furthermore, %or oarly rotlreen 12 years may bo fur too low an entinmnte, with
{ncreasing longev thome retiring at 62 have 8 reanonnble prospect of about 10
_years. That would result in the following shrinkage of retirement lucome In a
perlod og 6 percent annual inflation, . A

Purchasing power

R+ SR 3. 048

. _'The additional years would bring a shrinkage of purchasing power to lean than
$4,000 In the 16th year. The retirce would by that time be appronching tho
poverty level, . » TR
. Queation 7. Would the development of, new work patterna—nnch an part-time’
:naplaym;mt, phased retirement, and others—have any effeet at-hll in moderating
nfiation? - : : :

.

~_ Reaponae. New woi'k patterns could have.somb effect in model;ntlmz dnflagion, * "
but they might also have areverse effect. The result will depend upon the impact '~

< ©of the earnings upon the retirement benefita, My original testithony -cited the

example of the retired womax who worked over the summer from April to October *
and then drew unemployment insurnnce during the autumn-ayd winter months,

when no work was avallable in that community. The comhination of £3.000. 0f
earnings plus perhaps. $2,000 in unemploynient insurance Wwould generate, more
purchasing power than would be covered by the output of gooda resutling fromn
' her earninge. - . R TR E
fiteady part-time work ghroughout the year. conld contribute to, reduction of
. inflation, At the new 1078 enrnings rate of £4,000 n year) stendy wbrier ecarning
. more than $80 a week coidd be making'a contribution to lpwer Infintlon, it hin
producttye vutput was worth more than 34,000, ns it svoul® have to be if his’
employer kept him regularly on the job; The resnlt here wonld be the bpposite
of the nhove example. , ) s . ’
Phased retirement might alagireduce ¢onts. Take the example of;the worket
who gradually rétired by vheatfoning two more months éhth additional yenr from
.age 05 through 69, with full retirement at age 70. Substnntlal retirewent money
would be saved, for the fundsby that method of gradunl retipeinent.
There 18 n need Jor, more exploration “ot.tha combinatton,of work and enznings,
which ywould benefit the worker and at the same time ‘the retirement funts
o Question 81t is my understanding tiint much of ti r!
ratirethent In State and-Tocal Rovernments Is quite often nnataiiable or incom-*
I plete. Would you agree with this sgﬁtena’ent?"\n(l it =o. is this nnother reason that
~yowenll Sthte and local early netirement.n “time homh”? . ) .
Responac. Early retirement statistics for Qtate and local governments are
- generally unavallable or tiicomyiete. Unavpilable means that, while the State or
local government may have in Rhéfr records a.suhstantial volumé of information,
thesd dntn are not regularly publiched in documgnts aviilble to the public, #n- .
complete meaps that sych, data ns nre phiblishéd max not bo analyzed and {ter-

-

@information ahont early -

o

.

.

preted for the general publie in the way that thq Sncinl Security Administration -

presents ita annual reports and predictions for the futnre. .

Perhaps equilly important is tﬁg_ fact -that many State-and local uo“vemm_‘ents o

are nctively enzaged: in’ developing and e;pnndln}z'thelr rétirement &ystems.

Some of these nre lnte coméra in retirement programs. which means-that they are

.\ ., primarily interested in catching up with’ thelr neighhors, Such government or-
. ganizations. State’ or local, are more likely to be -interested in {mproving the,
benefits rather than analyzing fature costs. . .
“That is the reason for calling Such a program for a State of locality a “time
bomb.” As presiously noted, the early stages of an eypanding retirement prd-,
ar gram are always ensy and-pleasgnt—receipts far outrnn the payments, It {a.only
)‘ : - when the actuaries. and analysts project far into the future that the finantial -
L4 . e
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prospectively alarmin
ml?:esjsed in the next:year than id:the

+the most ,doin'ina’.nt fgctof is wagés ’ax,xj;i.' 'siiiarie -
of*the grogs national product. Wage and salary -

:§'wag_e-'increase to reward:labor for the rise
; ease’ (average for the eqohom;f. as a

1d-salary) increases:that-exceed the cost of living plus productivity

, n seems to be more persistent than'it used to be. .
ation’ not: ‘obtaining :more vesults. in- terms. of controlling rising /. .
NS ’ N FESRPE S e s e o : L.

‘awardéd by nonunion employers)-at-a level -
in_the Consumer Price Index. In addition, it -

increase, of 6 percent plus a-productivity .

g. 'i‘l_le At'rdl_l.b,_le 18~

| \tion is' that there is no agreement .among .. - . '
‘or government. officlals: on how to control it.. Even .. = .
al’economis re. 18 .no- agreement as to its'cause and .
-approach to" assess_ each .contributingfactor to see. -
sts and price ' it I, o

-percent a year) will guarantee furthér inflation. Of course, - _ *

ustries with a56r 6 percent productivity improyement can: -

;irigre"than 3 percent;without raising prices. But the major
“that industries with negligible or declining productivity

rig. That situation forces a substantial rise in those prices

and:gtimula "';furth_er, ation. . .
Wo:additlopal- facto)

e price increasesk One is the‘establishment by-law of higher hedlth and

g1 -the:same wage increase that-the more productive - -

are now operating to increase labor costs and thus to: -

dards withi industry; This is already having an economywide effect .- )

ins are now under 2 p not the
8 necessary ‘to: émph#size strongly, that. when improved
low ductivity and’ raise labor costs,
ed, if further inflationis to be prevented.
d factoi is-the!legisla

e ‘uneducated, and gther handi

.mininj¥m. When no action is taken for seyeral years, which has re-

'hgn revisio; is passeq, ‘there is a substafitial:jump ‘in the;amount—
from- $2:85 an-hour to $2.65-in 1978, and- to $2.90 in"1979. That is ap overall in-
ease Of over 23 percent in 2 years. The immediate effect will be a major-increase
in labor. costs in those:industries with large numbers of unskilled workers; fol-.
“Towed by ‘a substantial rige’ in the prices-of their goods and services.” e

‘ungkilled. ‘The papers are already reporting stories of employers economizing.on
" dabor. Theré'twill beapore cafeterias and fewer restaurfafs. Mechanization -will
- tdke: place wherever it is possible. In the Distriet of Columbia there isa proposal
for-aqminimuin wage of $3,25,: which would .ass ;

: The‘other: res_ulf 'will be a sharp-upward movement of -¢vages just above the
-minimim. Workers who hfve been making $3 fin Liour, nearly 30 percent higher
...than'.the:$2.35 unskilled, will make demands for the establishment of'a iarger

" ‘the wage stfucture vill 7
“some degree at.least, & significant differential for the higher-skilled workers.- . :

P

.- --.* rising labor costs and higher prices in 1978-79.
R R | ,éuslnf:sg».PBOFI'l’s': ) . L |
After wages and -salaries have absorhed 75, percent of gross national product,

. there remsins 25 percent, which consists of perhaps 10 percent for rent; interest, . . .-
. gqg capital replacement, leaving abéut 15 percent in ‘profits to the businessmen. ]

o

BN o . . . .

‘There will be two subsequent results. One will be a rige in unemployment of the_

- .'For the future, the present wage program provides for annual adjustments: in, -
.the minimum, This will produce more. gradual increasey and avoid the heavy'.
Ampact of the 197879 ‘increases. For the present, ‘however, the outlook is for -

ercent (national average), not the "

infinum’ wage. That applies to thé un-." " .
“th capped-who are at the bottonr of the -
amid. ‘Congress 'and the State governmeiits. pefiodically take ‘action to .-

‘been the case; that minimum still applies to many employéd workers; Then =

; £ ssure some additional unemploy- .-
ment {&r the District, since both Maryland and Yirginia will have lower minimums: '

‘then 'wage increases have-to .

‘differential above $2.90, one more appropriate.to their higher skill. So.up through . -
there will be some rising wage adjustments to restore;:in -

;-
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i profits, there s left-about 8 £0'9-per-

xce'ﬁf.: ta

: iiéithen liiiye-to p'ii:i '

;profits-are distribi ted f(')‘the.'.stoc'khoiﬁéts,' t 4
their’dividends. So profits are taxed twice, which limits the funds

: ed’.immediately. in"the .enterprise; are not taxed, thus encouraging
profitable businesses to expand.-In the United States, there have been occasions

otal aimount hasaot beer large. -

nerease in:busiiiess profits seems spectacular, whereas in fact it amounts to only
;5 percent of: GNP, Furthermore, ‘such -an-increase, ‘if not taxed awa ,-could

économy’ éan-expand-zp larger volume of capital investment. '
"Stateﬁf.‘iaré doing: with their savings, namely, investing in land and homes. The :

) W‘éll'iq’px:otecting‘ their ‘économies .from inflation are Germany and Japan.'The
German :people have had two disastrous experiences with inflation=~World War I .-
and World-War IL The Japanese experienced the second; The labor movements
““In’ thosé countries are willing cooperators” with ‘the ‘govérnment in checking
inflation. e e DR

* 1 7 INTERNATIONAL

. "',‘_'].‘hé'-U.vS;dollhr, \v‘li'l?é'h‘fs.lncefWorld War II has been tlié
s f£alling in-value. Que.major factor in this situation has tieén the enormous cost

[+ "the U.S. advefse balance of trade. The ominous outlgok for-the future is that the .

-1 the world price aof-oil. That would ‘result in a still larger U.S. deficit in'foreign

- exchange and a further weakening of the dollar. S

- i " ‘Meanwhile, domestic oil p) .

* ¢ -held-down to less than half the world price, The United States is the only West-,

- -erp+industrial nation which is not -ecoriomizing dh oil consumption. Gaggline -
.prices are:less than half-of those in (Western European countries. If domest oil
preduction : could - be imrereased andd imports decreased, the dollar: would :be. .

e ‘Btre ned. Furthermore, U.S.- self-dependence would be‘increased at a time

»"f . -whenthé wofld economic outlook is becoming more uncertain. ‘

vegtment, That itém is.what:provides for economic

W Investment. In' many European countries, business profits which . -

st fo ote that the two advanced nations which have dGne "

‘wauld’s baslé currency. -

" weakening of the dollar is alreadygiving rise tg a' proposal for another increase .

-when' Congress:has exempted some ‘reinvestment from profits taxation, but the . "
The-difficilty.with public understanding of profits is thit a reported 10 percent

in significant Increases In capital investment. This is the only way that the - -
- Thera are fome economic data which point directly to what people in the United

spectacular incredses in the price of land and private homes are clear-cut evidence i
“of péople:putting th'éh-snvlihinto somhething which'will Insure thefr protection
‘against inflatio LT . o SO

-

of ‘oil imports® Recent figures indicate that these comprise-about 50 percent of e

rices (for oil wells in current production). are’being =

-

F

- “7. The same point can_be made about natural gas.:It'is the hes,t:;‘ot vx'lll fuels. It -

o promote more domestic exploration. -

-".. Finally, the continuing decline in the purchasi ,

. ulate further infiation in the United. States. imports (materials) are neces-

. sary for the growth of the U.S, economy»#tich purchases abroad will cost more
.in dollars and will raise the U.S. prices of the final products.. . : o

. In-summary, the best solution to reduce U.S, inflation is to increase U.S. pro—
<. duction and-strengthen thé dollar as.a world currency. There is some risk of a
.. .business recession, but.this could be mild if action’is taken soon. It is imperative

. ".” toavoid a‘financial crisis of the 1929 varlety. .

,u.‘,sho_uld be the highest priced; not the loswest ; and the price should'be high enough R
2 posrer of the doliar will'stimt



