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R ' with Social s curity\and retirement benefits unable
to keep ap'with inflation, axd persons living longer than ever in
this country, retitement at/age 65:0r younger may no longer be a
desirable choiggyfor milliohs of older workers. These themes: vere
if%iculated’ﬂy gavernment officials and foundation office at the
first session of a U.S. Senat® hearing oxd-@ork after 65, held in

Washington, D.C., in April, 1980. In the hearing,‘uztnesses from the

3

Center on Work and Aging, Americaf.Institutes for Research; the

'’ Gerontology Research nstjtute, University of Southern Caiifornia;

ﬁ%

the Center for-3tudies'in Social Policy, the'Work in America
Institutes the National Council on’Aging: and the President's
Commission.on Pension Policy, aloag\with Senators Lawton Chiles, Pete
Domenici, .John Heinz, and Charles Percy, testifiei that tiae
demoqraphic picture of the United States will show a amuch greater

.number of older persons after thexgurn ‘of the next ceatury, as . \\\;

compared to today. This population, if eafly-age retirements
c%ntinue, vill place a great strain on the resources of the country
for support. At the sane time, witnesses noted, many thousands- of

older workers are both capnble and desirous of continuing oa the job,

or at leait being employed part time. "Efforts must be’ made to change
both public policy and public opinion to both permit and encourage
older.workers to continue to be employed, according to the witnesses,

ot with befefits from such a policy accruing to both the plder persons

and, the economy of the country. (KC) B ‘ . .
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THURSDAY, APRIL 24, 1980

U.S. SENATE,;
‘  SpeciAL COMMITTEE ON AGING,
. Washington, D.C.
The committee convened, pursuant to notice, at 10:18 a.m., in
room 5110, Dirksen Senate Office Building, Hon. Lawton Chiles,
chairman, presidings .o . S
N Present: Senators Chiles, Pryor, Domenici, Percy, and Heinz.
Also present: E. Bentley Lipscomb, staff director; John-A. Edie,"
,  chief counsel; David A. Rust, minori&staff director; Deborah K.
Kilmer, legislative liaison; Neal E. Cutler and Helena G. Sims,
professional staff members; Tony Arroyos, Eileen M. Winkelman, .
* and Betty M. Stagg, minority professional staff members; Donna
Maddox, legislative assistant to Senator Percy; Helen Gross-Wal-
lace, cler'ﬁa.l assistant; and Joan D. Nielubowski, clerical assistant.

* OPENING STATEMENT BY SENATOR LAWTON CHILES, \

Senator CHILES. Good morning. .
With the arrival of the 1978 amendments td the Age Discﬂ.na-
tion in Employment Act, Congress ushered in a new era for Arheri-
_ca’s oldgr workers. The mandatory retirement age for Federal em-
ployees was eliminated completely, and the age in the private
o} was raised.from 65 to 70. . ‘

Yet, despite this rather dramatic and sweeping change in the

law, there is virtually no hard evidence to indicate that substantial

. numbers of older workers are deciding to delay retirement -and
. . work longer. In fact, during the two decades prior to 1978, the
) -labor force icipation rate of older workers exhibited a steady
decline. Although the trend toward retirement at a younger age
appears to have slowed down, there are still large numbers of older
persons who_are retiring early. I view this frend with some alarm. .

At the outset of these heaYings, I would like to make it clear that

“the committee in no'way wants to eliminate opportunities for.early
retirement. For- many, early retif®ment is both necessary and
viable. What concerns me is that there are so few alternatives. I
believe it is time to encourage more options so that current trends

will begin to change. .. R

Some people take the view that it will take a decade, or even a
generation, for society’s pattern of work and retirement to change.

" I don’t helieve we have 10 or 20 years to passively wait for such
trends to evolve. , . . )

' The post-World War II baby boom has been described as a “de

. mographic tidal wave” that has affected virtually every social insti-

. . ) :
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tution in the United States—from elementary schools to the labor
force to the courts and criminal justice system. Much of the disloca-
tion caused by the baby boom’s large numbers has resulted from
lack of planning and a failure to'anticipate problems.
. With the legal door now open to end mandatory retirement, and
with vast numbers of today’s workers due to reach their retirement
years at the beginning of the next century, we must begin now to
antitipate the new problems that lie ahead. Yet, at a time when
older persons are.indicdting that they want to work longer; at a
time when double-digit inflation is eating away at the retirement
income of so many; at a time when many workers are questioning
the finaneial integrity of the social security system; at a time when
more and more private pensions are in serious trouble; why is it
- that so little is being done to stimulate work opportunities for older
persons?
. _As the socalled demographic tidal wave enters old ‘age, this’
Nation cannet simply ,wait for trends*to evolve. We cannot once
* again be guiltyMof a lack of planning and a failure to anticipate
problems. We must be ahead of the issue, and not behind the
" problem. ) -
Therefore, in an effort to shed light on this issue of growing
social and economic importance, the Senate Special Committee on
, Aging today begins,a series of hearings.on “Work After 65: Options
_for the 80’s.” . ‘ ’ ’
* © Our witnesses this morning -have all developed a measure of
= expertise in the field of the older worker, and I have asked them to
testify befor?,the committee to help us define in more exact terms
the extent and nature of this problem. B
Our next hearing in this series will be heid on May 13, 19\80, at
» .which time we will hear from a panel of distinguished corporate
executives from private industry. This later panel will focus®on
how more can be done in the private sectdr to stimulate additional
employment opportunities for the older worker, and how Congress
can work in cooperation With private industry to encourage new
3 initiatives in this field. ‘ :
I would also bring to your attention our committee’s hearing
>entitled “How Old Is, ‘Old’?- to be chaired by Senator John Glenn

»on April 30,*which "will examine the physiolegical and mental

, effects of aging on one’s ability to learn and work. The committee
will\ be hearing from medical and scientific witnedses who will
disciiss the varied capabilities of older persons and the.techhiques
being researched for testing their skills. .

Our purpose this morning is to learn as much-as possible about
the problems facing older ‘workers who.want to continue working.
More specifically, we are concerned about the future implications
of current trends and present policies. ) .

It is my firm belief that new efforts to encourage greater oppor-
tunities for continued employment for older workers will be both
‘humAn effectivé and cost' effective. Let us examine these two con-
cepts more closely. N . ‘

What do I mead by human effective? To provide better opportu-
nities for older workers both before and after age 65 allows people

-~ to follow their‘own desires and preferénces——to use their ¢wn skills,
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experiénce, and léarning in pursuit of their own financial and
peychological independence. . . .

There is a great deal of cléar évidence to_indicate that many
older citizens want to continue working. What I hear from my
constituents in Florida is accurately mirrored in the natiopal scien-
tific ‘public opinion surveys. Spme prefer full-time work, while
others prefer part-time Work to supplement pension henéfits—and,

of course, some are perfectly happy with full retirement, which is .

their right—but the evidence of preference for expanded work

.~ ~ opportunities is strikingly clear. \ .~ )
*__The 1974 Harris poll commissioned by the National Council on

the Aging asked a national sample of Ariericans about the issue of

mandatory retitement. - ’ . .

- - Eighty-six percent agreed that nobody should be forced to retire
because of age if they wanted to work. There was no difference in
this position-between people under age 65 and those over age 65.

Fﬁ years later, another Harris' poll asked the identical ques-
" tions with similar results: 87 percent of both working and retired
persons interviewed agreed that mandatory retirement should be
abolishéd altogether. S
* The 1978 national survey, however, provides more detailed infor-
mation aboyt the desire of older persons to have’ expanded work
opportunities, and something also about the frustration which they
feel in not being able to work.
rrent employees and current fetirees were asked what they
wobuld prefer as their retirement-wonk situation. About. 25 percent
of each groyp said they would prefer 3ome kind of part-time work
after retirement. ) ) - .

But in a followup question, while 25 percent of currently working -
persons expected to find part-time work when they retired, only 8
percent of the already retired persons were in fact able to find
part-time employment. -

It is sometimes argued that only the poor among the retired are
interested in-working past normal retirement age. Results from the
Harris survey show this to be a myth rather than a reality.

All retired persons were asked: “In retrospect, assuming -you
would have had an adequate amount of retirement income, what
would you have preferred to do when you reached retirement age?’
Forty-nine percent of the retirees said they would prefer to work.

Moreover, of retired persons questioned with incomes under
$7,000, 49 percent were either working at ghe time or would prefer
to work; for those with incomes over $15,000, 48 percent either

s were working or would prefer‘to work. In short, the desire and
preference for work is no diffexent for the better off than for those
of low income. . A .

Not only do mdny persons want to work longer, but considerable
savings can result from expanded employment life. ¥R

The costs of providing adequate retirement income have ajready
hit home. Continued. concern over the financing of social security
and the threatened collapse of various pension funds are but two
outward and visible examples of the cost problem. To appreciate
fully the future cost impact of present policies and trends it is
enlightening to examine clogely what the current statistics tell us.
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We are now all fairly aware that the United States, along with
other industrialized countries is an aging Nation. The 1980 census
Gwill count some 25 million persons, age 65 and older—moxg than 11
percend-of our total population. - . :
The latest and most accurate population ‘projections from the :
Census Bureau predict almost 32 million older persons in the year
2000—or 13 percent of the population. When the baby boom, the
demographic tidal wave, reaches the traditional retirement age of
65 and becomes ghe senior boom, the impact will be dramatic. By
the year 2030,-the United States will have twice as many older
persons—in both numbers and percentages—as we have in 1980: 50
million older persons representing 22 percent of the population.
There is even some evidende to suggest that these estimates are
. comservative. If continued advances in the control of illnesses such
as heart disease, cancer,” and stroke are made in the next few
years, several million additional older people 'will. be couhted in

“ .- these future years. .

. The impact of the growing size of the aging’ pogulation upon
American soriety will be particularly devastating if the current low
rates, of older worker participation in -the labor force continue into
the future.

There are several notable indicators of the -magnitude of early
retirement and the lack of older worker participation. .

For example, in recent gzars the majority of new applicants for
gocial security retirement benefits have been 62 to 64 years old, not
65-years.old. | . : .

More generglly, a recent Department of Labot manpower study
indicated that whereas in 1947, 48 percent of male workers age 65
and over were in the labor force, this percentage had declined to
only\%2 percent by 31974. Further, estimates made before the 1978
gmizgg (r)nents predict that suell participation will drop to 19 percent
y . - ’ ‘.

* In summary, the recent and present patterns of labor force par-
ticipation rates suggest declining employment of the older
worker—and a greater vulnerability of- unemployment even for
those older persons:who desire work. In short, we have a paradox.
Older persons say they want to continue working longer, and yet
they.are retiring earlier. !

The question of costs in many- ways is, in reality, a question of
the ability of a shrinking labor force to shoulder the financial cost
of a growing older population: What better way is there to ease this
problem than by recognizing that millions of older persons prefer
to workyand then by providing jeb opportunities for them? -

The generation which follows the baby boom is much smaller in
size than the baby boom itself. Indeed, some expert® believe that
there ma labor shottages as this-smaller birth group replaces
the bahy over the next several decades.

In the “Lo -Range Budget -Outlook,” appearing in the Presi-
dent’s fiscal 1981 bu get, the Office of Management and Budget, in

fact, estimated that “during the 1990’s, the rate of growth of the

labor-force is likely to be only about a third of the rate experienced

during the 1970’s.’ ) : . .
What happens when a smaller artd smaller work force is respon-
" gible for providing. for a growing older population? What will the

-
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* future dependency ratios be? What can we do, now, in 1980, in

advance of possible economic problems and dislocations, to antici-
pate this situation? .

Demographers use a measure called the dependency ratio to map
trends in the relative sizes of groups of workers and retirees. Using
the traditional retirement age of 65, this ratio has been chapging
significantly over past decades. In 1930, there were only 9 fetire-
ment age persons for every 100 working age persons in the United
States. This had doubled by 1970, to 18 per 100. By the year 2000,
this ratio will be about 20 retirement age persons per 100 working
age persons. . T -

In 2030, however, the experts see a dramatic jump to 32 per 100
as the baby boom becomes the senior boom.

Two main factors contribute to these rather striking trends. Gne
is the size of the older and younger age groups. The other is the
4ge af which retirement actually takes place—that is, the age at

which people move from the worker side of the equation to the

retirement.side. . .
We have little or no control over the population size, but we can
influence the age of work and retirement.

*The Office of Management and Budget has prepared a very
interesting chart which I will insert into the record following my
relnarks. In short, this chart shows that the older the retirement

zage, the lower the dependency ratio. In fact, if the average retires
ment age is raised (fq age 7&, the dependency ratio will stay con-.
stant for the next 70 years. However, if the average retirement age
remains at the presént level of 62, theé dependency “ratio could
double between now and the year 2030. .
" Now I am not a statistician and I note this chart only as an
~illustration-of a more fundamental fact, something which is direct-
ly relevant to 1980, and the next few years. No one is suggesting
that people be forced to work unfil dge 70 or age 68, or whatever.
What ‘we are saying is that eXpanding job opportunities for older
-work®rs is cost effective for our country.*For those people who
want to continue to work, we must start now to investigate new

~
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opportunities, ,tp “develop new -practices, and to-expand existing

successful ‘optionsfor the older worker.
[The ch;n:t referred to follows]:
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. Senator CuiLES. Senator Domenici. - ' o .

- : STATEMENT BY SENATOR PETE V. DOMENICI

. Senator DomeNicI. Mr. Chairman, I am pleased to have the
onortunity today to make a few brief remarks as we open the first
of a two-part hearing on “Work After 65: Options for the 80’s.”
s The major problem:affecting older persons today is an economic
one—inflation poses the greatest threat tq the economic securijty of
all- older Americans. It was this concern™which prompted me to
come to you, Mr. Chairman, in January of last year and sugge
that this committee give special attention to a broad range of
economic, -bud, , and policy issues affecting the financial secu-

. rity of older pérsons. The result was an extensive work done for us
by the Urban Institute which identifies and analyzes the major
policy issues relating to'employment, retirement income, pensions,
‘and ihcome maintenance. is conitprehensive study will guide us

" as we begin today with this hearing to deliberate these complex
and challenging matters. ] ) .
One way we gan help our older citizens o cope with inflation—-.
and combat that inflation by increasing productivity at the same
time—is to allow older workers to remain in the work force for as
long as they are willing and able. My personal opinion is that an
- individual shauld be permitted to work as long as he or.she desires
and ds capable of doing so. I am very pleased that the rights of °
Lolder workers to rémain productive in the work force for- longer
periods of time are now being recognized.
. In looking toward the future we need to realize that older people
constitute a valuable employment resource that we cannob\afford '

Q ‘ . 1 ’ .
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to push aside. Tod?y’s\ generation of older. persons fought in our
wars, worked in our factories, dnd on bur. farms, and were, through -
their diligence, responsible for.the prosperity we all enjoy today. If .
* we, a8 Government policymakers, meet our obligation to accommo-
date the employment desires and needs of these .older workers,
they can help all of us to build a-still stronger, more prosperous,

and more economically viable country in the future. e
Senator CHiLes. Thank you. We are delighted today to have a .
panel which I think is most qualified to speak to this subject. On
our panel we have Dr. Harold L. Sheppard, Counselor to the Presi-
dent on Aging, and director, Centér on Work and Aging, American
Institutes for Research; Dr. K. Warner Schaie, direétor, Gerontol-
ogy Research Institute,-Andrus Gerontology Center, University of
Southern California; Michaél D. Batten,. consultant; Center for
Studies in Social Policy, University of Southern California; Jerome
M. Rosow, president, Work in America Institute, Inc.; Karl Kunze,
chairmén, MNational Institute on Age, Work, and Retirement, Na-
tional>Council on Aging; and Dr. Thomas C. Woodruff, Executive
i r, President’s Commission on Pension Policy. ,
Senator Pryor is also with us this morning. '
Senator Pryor, do you have any comment?
Senator Pryor. I think the hearing is most timely. I agree with
what you have said and certainly thank you for,calling this heax_:

£ - .
12I do have a statement, Mr. Chairman, I would like to submit for
the record. ' - . 2
Senator CHiLes. All right. Your statement.will be made part of
the record at this point. ’ :
[The statement of Senator Pryor follows:]

p STATEMENT BY -SENATOR DAviD PrYog

Mr. Chairman, I feel it s most appropriate to begin by commending you this
morning for chairing.the first in the series of hearings on “Work after 65: Options
. for the 80’s.” We are grateful to you for your leadership in an area that is mpst
relevant and pertinent.to our current economic and social times.
As we begin a new decade, it is important to start taking seriously. the fact that
* the baby boom generation of post-World II will create a senior boom by the year.
, with effects far greater, I am afraid, than current predictions estimate.
;c'lxillpact of inflation on retirement income, the questions on the soundness of .
the social security system, the reports on the trouble of a;lwrivate pensions, and the
fact that many elderly want to continue to be activé, L\nead to be taken, into
consideration in the reevaluation of the working world. ‘ o
With the elimination of mandatory retirement for Federal employees, raising the
from 65 to 70 for private industry, and the fact that the trend to retire éarly is
slowing down, the fact remains that e numbers of elderly are still retiring early.
We need to examine how we can stimulate and encottrage the elderly to continue on
as workers. The elderly are a valuable resource and one that needs to be fully -
util%ed and we can only benefit from their continued contributions to ‘the working
world. . . . .
Mr. Chairman, I'm,afraid a big part of the problem lies in the way many of us
perceive the subject of age. Many times we feg] -once a person hits that age of 65,
the individual goes through some metamoa)hosm and emerges as a different person.
Therefore, in many instances it A8 detided that this n cannot or, should not
continue to work. They then retire, and as ample clinicalevidence shows, physical
and emotional problems can result due to the denial of employment opportunities.
The attitudes of us all must be altered—we must help put an end to the sterotyp-
ing of the elderly. We must help to prove that the myths of poor health, loss of

-9
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* energy, higher accident rates, lower productivity, and other such mistaken jdels do

not necessarily pertain to the majority of-older Americans. , :
Mr Chairman, I think it is time to heed the warning that retirement and old a%e
. .T the future will not be the same as it is today. It will be our responsibility to help
ecide just what role Government should take. I am anxiqus to hear from our
. witnesses today and hope that our efforts here and on May 13 will result in a better
understanding of what our options are and what plan of action we must take to
encourage the elderly to continue to work after 65 and remain an active part of our

society. - < .

C Senator CHILES. Please proceed, Dr. Sheppard. -

" STATEMENT OF HAROLD.L. SHEPPARD, PH. Dy WASHINGTON,
- . D.C,, COUNSELOR TO THE PRESIDENT ON AGING, AND DIREC™
TOR, CENTER ON WORK AND AGING, AMERICAN INSTITUTES

.

* FOR RESEARCH _ .

¢ “Dr. SuepPARD. Thank you. z ) )
® I have seven quadrupled pages of my statement and about 10,000
marginal notes which will take up another 37 minutes. I will do

my best. .
{ want to apologize first of all for not having a prepared state-
ment in advance for the staff and for the members of the commit-

. tee but as you have said, I am in the middle of.switching jobs
which is an imposing task. Trying to get out from under one and
into, another was more than I expected and I should haye expected -
it. :

. * I also want to say\something about the importance’of this com-
- mittee, having once been a member 19 years ago of the staff as its
first research director, and then the staff director, from 1959 to
1961. I think its role in the Senate is one of the most important
because it straddles all of the other tegislative committees. .
I am very happy to be at a hearing where, if my-statistical
memory 18 correct, we have Senators from the two States which
have, I'think, the highest percentage of aged in their populations. T
* . don’t think I have been at a' hearing where both Florida and
Arkansas’were represented before. e
I would like to start out my brief statement by describing what is
in my view gsort of schizophrenic quality.4n our country’s policies,

, values, and Zrogramg regarding the issue of work and.retirement.

Let me »quickly insert the thoufht that schizgphrenia jis not a

_~ monepoly of the United States. I see fthe same thing in the five

Eilropean countries ingluded .in a project I have beén direeting, on

" - the future of retiremént age policy, with support from the Adminis-\

* grgtion on Aging 'and the German Marshall Fund of\the United " -
tates. T e
The policy schizophrenia lies in the dual/phenomenon of .one, a

. bolicy*and progran positjon gtating-that older yrorkers hawe a right .

" to:employment as long%s,they are willing and able‘to continue to ..

. -work, reflected in part by a hmited .employment program for low-

income older workers; by the passage ofp the Age Discrimination in
Employgient Act amendments; by a low level of private sector ..,
. interestwﬂpossibly but “not definitely growing—and ] ‘expect Mr.
N “Rosow will comment on that and correct-me; I hope—+an igterest, in
. retaining or hirihg elderly men and women; in contrast to, to
complete this schizophrenic couplet, and two, a more persuasive
policy and pattern of behavior that encourages or forces directly or
indirectly early retirement; Pnd a deeply held belief system that

r
.
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* +  states that so-called older workers should retire—and the eatlier ~ .
the better—In order to solve the problems of €mployment and :
. promotion ambitions of so-called younger workers. . ce 7
" This belitf system is further reinforced by notions that anything
. that enhances the employment security of older workers is ipso _ ‘
facto a detriment to the employment'chances and fgcuﬁty of 4
. women and minority groups. ° -4
My comments on this situation will be brief and guccinct.
One: There is no clear-cut evidence that a forced draft policy of
* early ret.irsnient is d neat solution of other groups’ job problems. I »
. recommend td you the report by the Urban Institute, put out by °
* . the administration on that issue. I also remind you that the more’
pedple ‘we put out to pasture with lowef\ingomes, the more we .
*reduce the level of decent purchasing power. for the aggregate '
economy. " N O
Two: ai'rea.l_ly don’t understand the argument about injury to,
women and,minoritigs. It's a little bit like saying, “If it's hot in the.
summertime, it mnust be cold in the cities.” In other words, are
*.  there not older persons arhong females? I am asking an obvious
question. Are:there not older -persons among blacks and Spanish-
gpeaking men and women? You know what the answer is. . s
The further irony in all this lies in the fact that over the next 10 .; "+

\  years, the fastest growing age segment protected by the Age Dis-

. . vcrimination in Employment Act—people 40 through 69—will be
nonwhites. By 1990, nonwhites 40 to 69 years old will have in- -

creased by over 26 percent, in contrast to less than 13 percent in L

the case of whites in the same age group. Does it make sense for . ~

‘ anyone truly to believe that this act has a built-in bias agamst *

nopwhites, given these demographic realities? v

.. I should also add that the teenage nonwhite population—during:

the same decade—will actually decline by over 2 percent. The
teenage white population decline will be much more dramatic, 22

T, percent. . ' L
But given these kinds of 'unchangeable facts, sophisticated labor

\ marketzsanalysts and personnel directors know thdt early retire-
s ment incentives can only lead to personnel shortages. You cdn’t

_\ — 'grow more teenagers between now and 1990. It’s too late, unless

v . ¢ you know of something going on in the backrooms in the laborato- )

. ries.that they have not told us about. And you don’t make over- .~

:ight more skilled and semiskilled, highly productive workers that T
ill in all probability be needed in our private and public sectors to
maintain the economic base.necebsary for what we call the Ameri-
can lifestyle, highly p ive workers who will be in short sypply-
if we continue-our currentretirément age policy. ‘

It is possible to have a shortage in the labor market and still .
have discrimination. There is a lag phenomenon involved in the. .° -
ethérgence of the shortage and the shift to pogitive employment .
policies. This-is all on the macroeconomic level of analysis. I am’

"inot going to delve here, because of time, into the personal and
individual reasons for workers wanting to or needing to contim.,e in
‘the productive lifestream of our society and economy. I would like,

. however, Mr. Chairman, to ask permission to submit a report that
we did at the American Institute for Research for the General -

’
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Electric Foundation on the characteristics of people who* would
postpone retirement after the age of 65.* . :
° . Senator CHiLes. We will be delighted to receive the report.!
Dr. SHEPPARD. Thank you. Neither do I need to spell out to. this”
, committée the berefits to.our social security system that derive
from’ puttinF a brake on the growing number of men, and women
otherwise eligible for ritired worker benefits. The same {xganciple
applies to the retirement income systems of Federal, -State, and
local governments, and it is equally applicable to our private pen-
sion systems. )
I will leave to Dr. Woodruff of the President’s Commission on
Pension Policy the business of commenting on the issues surround- ,
- ing.the world of private pensions. But I feel im?elled at least to say
the following, ‘and it-is something with which I shall be goncerned N
in my new .position as Counselor to President Carter on Aging at .
* the White House. .
- I firmly believe that this country has been subjected to an over-

‘ Freoccugation with the real and imagined—and contrived—prob-.
ems of dur firmly established "social security institutiogs, and that .
this preoccugztion ds to blunt the level of concern and attention
that should be to the private pension dimensions of ‘our retire-
ment income systems in America. -

All of the comﬂonents of that system, including social security,
'+ must face up to the‘issue of the future of retirement age policy, as’

long as certain demographic, biomedical, and economic factors and
trends continue to characterize the current and near future dec-

_ ades. In this connection, it"is important to remind ourselves that o
\ . the working age issue is not some idiosyncratic phenomenon ’

unique to our country. In one way or another; all industrialized

+ societies, especially in the West but not-simply‘in the' West, are

undergoing reexamination of their retirement trends in the light of
demographic, biomedical, and economic developments.

“We should be proud of our social legislation in such fields as age
discrimination, and in this respect we might be quite unique ju l\f-'
ing from the reactions I have gameré@%rom other countries. No

“ other country to my knowjedge‘has passed a law concerning age
discrimination.

‘ We should be proud of the fact that we have gone a long way
toward reducing poverty among our elderly parents and relatives,
but we must not use that fact as an argument, now emerging in
some circles in this country, that the agéd of this country are-
*  better off than they deserve to be, and that we need to put a stop~ 3

. to, and even go backwards in, our developing system of providing a
~ decent retirement life escrecially to the very old, those really not

. elifible for continued pai employment in our society. ‘

don’t rieed to tell you the details, of this very old elderloy""‘

» population explosion. Over the next 20, years, for example, the 80- -
plus population will increase by over 55 percent. This is the

-graying of America. Thé 65-plus population as a whole is only

going to go up by 10 percent. . .

Finally, throwing out another statistic, the group we aye most
concerned with in this hearing, the 65 to 69 group, it is only going

togo up by less than 6 percent. So when I hear all the talk-and the

1See appendix, item 1, page 61. .
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fuss and bother about the horrible consequences of passing the new
Age. Discrimination in Employment Act, and then look at how
many more people there will be in the 65 to 69 age group, I have to
say that the opponents to this legislation, the people dragging their
feet on compliance, don’t know what they are talking about. The
numbers involved are too trivial. . . )

We have an ethical commitment to the goal and the value of
achieving and maintaining a decent way of life for the very old and
that means also that we have to make every effort to keep the
young-gld in the labor force as one more source of support meces-
sary to make that commitment a real and manageable one. ' \

I will end there, Senator, but I-have a lot of other comments as
to the specific steps that might be considered and I hope that tha

© can come ug in the panel discussion.- . ~
[ .

Senator right, sir. ;

Dr. Schaie. ¢ .- ¥ ' -
STATEMENT-OF K. WARNER SCHAIE, .PH. D.,, LOS ANGELES,

CALIF., DIRECTOR, ‘ GERONTOLOGY RESEARCH INSTITUTE,

ANDRUS GERONTOLOGY 'CENTER, UNIVERSITY «OF SOUTHERN ]

CALIFORNIA '

- Dr. ScHAIE. Previous heanng‘s of this. committee’have$broug}it

out in detail the demographic changes in our population and the .

potential implications of changes i mandatory retirement prac-
tices. These matters, I am certain, will also be covered by other
panel members. I would therefore like to be rather narrowly fo-
cused in my comments. : :

First, I propose to discuss some of the prevalent”myths and
stereotypes that seem t0 affect public opinion and policy regarding
the desirability and feasibility of continuing full or partial employ-
ment past the age of 65. Emphasis will be given to the question
whether ‘the older worker is at a disadvantage because of a system-
atic age-related decliné in the competencigs required to perform his
or her job, or whether the older worker compares unfavorably with
younger peers because of inadequate training or obsolescence. .

Data from a 21-year longitudinal study will be presented which
relates to this question, and their implication with respect‘to the
need of individual apprhisal of work, capability and for the need of
educational intervention to overcome obsolescence caused by gener-
ational differences in training and career Opportunities will be
considered. Finally, some realities of the older worker will be ex- -
amined with regard to implicatigps' for necessary changes in work .
schedules and ‘environments mandated by ar’ older work force.

When ‘:‘23! a few people attained an old age they were re_siected
and honored for, the mere fact of their rarity. When societal change .
was slow, the old provided continuity across the generations and-
their experience was valued because they.could tell: the. young what -
their life as adults would be like. Since the attainment of old age -
has become a common -expectancy for most, and since societal
change nowadays occurs at a tremendous rate, we tend to focus not
on the wisdom of the old but on their frailty, their obsolescence,
and the hurden which they may impose on the rest of us. Thus,
while beliefs aligiit some societal groups tend to be idealized, those -
about the aged generally~tend ‘to be mgre negative than the facts

L4
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would back up. Of course, the longer we live, the greater is the
possibility of accidents, disabling disease and other personal catas-
trophies. But such possibilities need not be and are not realities for |
most of our elderly citizens. ; - " . .
~Of the many myths abounding about the older worker, I will
here discuss five of the most important ones: Poor health, higher

. accident rates, lowered productivity, reduction in learning ability,
and lowered value of retraining. :

There is no gainsaying that old age increases the probability of
disease and that people over 65 are sick more often, require longer
hospitalizations, and are restricted: in their activities more often
than the young. But disproportionately a large numbeér of the sick
elderly are those above 80 years, and not the young-old, those in
their sixties and early seventies. Illnesses of the elderly are more
freguently of a chronic nature; they require extended treatment

.~ and often become more like conditions of life than acute illnesses.

Many older people learn to cope very well with the limitations

. imposed by chronic illness. Given such adaptations, it is interesting

to note that more than 80 percent of the elderly are able to conduct

their lives with few restrictions upon their activities which would

be caused by the state of their health. There is evidence, moreover,

that successive generations will enter old age in better physical

« condition. For example, the conquest of infectious: diseases will
- cause present young adults to reach old age in much better shape .

. than is true of today’s elderl[v)éWe can thus predict that in the near

future, disease will cease to be a major factor in reducing the work

capabilities of older individuals prior to the eighties. , "
me physical changes, however, are of importance. For exam-
Ele; reaction time slows with age, fatigue sefs in sooner, vision and
earing become less effective, and muscle strength is reduced. Cor-
.rective measures of an individual kind, and more careful structur-
ing of the work environment and work schedules, however, can
largely compensate for mwost individuals. Large individual differ-
ences and widely differing job demands suggest that these physical
changes will be trivial for most workers in most jobs, but may be of
~ substantial importance in some jobs, and indeed prohibit employ-
ment in others—for example, aircraft controllers. These individual
factors are unlikely to interfere seriously prior to the late sixties,
but become increasingly important as the midseventies are

reached, . -

 Emplayers havé argued that hiring and retraining older workers
may D@ an excessive risk because of the jncreased number and
severity of accidents. The evidence suggests that there is hardly an
increase in accidents with age, what changes may be the types of
accidents. For example, Sheppard, 1978, reports that older workers
are more likely to be involved in falls, but less likely 4o be injured
in misusing machinery. Birren, 1964, earlier concluded that older
gersons have fewer accidents which could be_avoided by judgment
ased on experience, but more accidents<due to failure to take
quick evasive action.! Thus, while in general, older workers tend to
bave fewer accidents than the yourig, there may be some industrial

*Harold L. Sheprard, “The Search and ﬁevelofme;nt Stra%EmplBymen’t Relateh Prob-
lems of Older Workers.” V{uhingfon: American Institutes for rch, 1978; James E. Birren,
“The Psychology of Aging.” Englewood Cliffs: Prentice-Hall, 1964. ‘ R
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situations in whick_they .present ‘either a greater hazard, or no
- hazard at all, depending upon the-specific work environment. -
4 . It has been argued that older workers show decreased productiv-
ity becausé :{ are slower, are absent more frequently and be-
cause their lyalty to their employers’ goals hag decreaseti. Employ-
ers might therefore, be better off, Yo retire their older workers and
replace them with younger and presumed to.be more eager. and
committed employees. Many 'studies of this problem suggest that
there.are wide individual differentes in productivity, but these are
not szlstematically related to chronological age. Where modest rela-
tionships have been found, they are typically in favor of the older,
more exierienced group. Studies by such diverse groups as the
New York State employee system, a department store, and a print-=
ing fixm suggest that attendance’ is better.for older workers and'
~ output does not change substantially, particularly if pace of produc-
tion can be controlled’ by the older worker. In other yords, even
‘the slowin, accompanyin% increased age ig often more than offset
by workers’ improved skill, knowledge, and dependability.
¢ Increased age is often thought to lead to greater rigidity of
established behaviors and c¢onsequently the inability to learn new
- skills which may be essential for maintaining one’s viability as a
. Eroductive worker. Learning ability has most often been measured
. y assessing performance on intelligence or ability tests. Early
, cross-sectional studies comparing people of different ages suggested
that intelligence peaks in young adulthood and declines thereafter.
h studies are misleading, however, because the older compari-
eson groups typically had less schooling than did the youngen’Be-
cause of the generational differences in educational preparation,
older persons often compare unfavorably with theiryounger peers.
But this difference is likely to be*due to obso. meé:nce rather than
senile decline. When the same persons are followed over time, it is
found that many abilities increase into midlife and show no decline
* * until the late sixties. Moreover, the pattern of change is not identi-
cal for all 4Bilities. °~ = . :
. In our own research, we have followed successive groups of
mple for as long as 21 years. From these longitudinal studies it
been posgible to prepare estimates of performance of people at
* successive ages as a proportion of what they would have produced
at age 25. Table I shows these performance changes for five differ-
. ent ability: measures. Although age decrements occur reliably by
age 60 for.some measures—these involving speedy response—these
drops are,Guite minor :gtil the seventies are reached. In fact, the
average performance, even by age 81, does not-drop below the 25th
percentile off¢he 25-year-olds, except for the measures involving
quick response—vocabulary recall and speed of addition.

TABLE 1—~PROPORTION OF PERFORMANCE AT BASE AGE.Z.é Fgg SUCCESSI‘VE AGE GROUPS
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TABLE | —PROPORTION OF PERFORMANCE AT BASE AGE 25 FOR SUCGESSIVE AGE GROUPS—

. Continued :
. - {Age 25100] -
» . Rule

al o Rt hdedl

hee Sangle szt omma S0 RS Sy bty
[ ST R (1)) ) 106 104 99 7% 107
6o e e e o .o , 10§ 99 97 87 91 101
H e e e (181) % 89 87 15 84 92
81 e e e e (88) 85 19 80 56 ne 8
Lower 25 percentile at age 25 e 85 n 83 " 84 86
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It may be concluded then, that for many jobs, and most workers,
capabilities and learning ability remains sufficiently high until the .
eighties are reached.- Because of the many different combinations
of job demands and individual abilit{;atterfls, miuch researgi:
remains to be .done to determine the best matches between suc
individual patterns, jobs, and working conditions. * -

We have just suggested that the old myth that “old dogs cannot
learn new tricks” simply is not true for most of us until the yery
end of life: Nevertheless, employers frequently feel that resoukces
employed for on-the-job training or career development should be
reserved for their younger workers. And further, when specific
work roles change, it is thought to be more economical to hire a
new set of younger workers instead of retraining the existing work
force. True enough, older workers take somewhat *more time to -
learn new skills, but when retrained they are likely to stay on the
job longer, have better attendance records, and are more reliable.

From our studies of age changes in intelligence we can also
address the issue of coo;(l)lgarative educability at various ages; that

of benefiting from formal instructional
pr%ra.ms. Referring to the last column of table I, it will be noted
th llkzegihood to benefit from education is as high at age 67 as it
was at 25. - - R
Just as we would not expect educational technologies developed
for kindet%arten_ children to work with college students, we know
that the older person requires different ,learnina% approaches than
does _the young adult. There is now a gubstanti dy of research
to give Us clues on how the older and younger adult differ in
effective learning apprvaches: For example,.we know that in teach-
ing older learners we must build on pa% exp¥rience, must, assist
the learner in developing memory strdafegies, give positive fﬁé
back, encourage active participation, allow self-pacing, and abo
all "provide- a supportive environment. Unfortunately, however,
these. principles have not yet been' applied consistently in most
training situations. :

A matter of great relevance to these issues which is often over-
looked is the rapid pace of favorable changes which have occurred
in our society over the past half century, For the old, however,,
these changes mean an increasing degree of cultural and technical _
obsolescence. Consider the fact that the basic education of today’s
retiree was typically at the eighth grade level, amounting to an .
average of 5 years less than that of current entranfd into the work,
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force. This educ¢ation occurred when many of the basic issues and
facts in today’s’ world of work had not even been.thought of.
Just a8 we can use long-term .studies of human abilities to gain
evidence change in performance with age, so we can use these data
to estimate differences between successive generations in ability
levels at yQung adulthood. Table II provides information on this
issue of gemerational differences for the same skills for which we
gave age data above. Here we compare the performance level of
successive population cohorts—with birth years from 1896 to
1945—with a ybung adult cohort born in 1952. Note that these
changes are complex. For example, there are few generational
differences on skills such as addition or recalling words, but sub--
stantial differences favoring the more recent generations on skills
such as spatial orientation and the identification of rules, skills
which are exceedingly important in today’s technological society.

TABLE I1.—GENERATIONAL DIFFERENCES EXPRESSED AS PROPORTIONATE PERFORMANCE OF OLDER
COHORTS AS COMPARED TO A COHORT BORN IN 1952

® [Cobort 1952 100) .

et bt e Ses fOPE S e, Sd R b,
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193.... SR <) I 7 m: 1w 13 89 9
1931.... e {31) 9 100 9 m 90 9
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917.... a - (3 90 9 82~ 120 10 88
1910 e s s s e (361) 88 % 0 o2 102 86
1903........ . (383) - 85 8 [£] 115 105 80
1. OIS . (]} 1 84 67 107 105 1
Lower 25 percantle fof 1952 €M, v e o 8 n 8 u 8 %

]

[ . .

Note that the data on generational differences do not imply that
the older people have lost skills, but-rather that they are at a
disadvantage in not having reached a level sufficiently high for >
today’s needs in the first place: Note further that the educability .
index for the older cohorts is sufficiently high to suggest that- .
educational intervention is warranted to overcome this gap.

* Changes in mandatory retirement laws and the general upward
shift of the age pyramid will legd to an increase in the average age
of the work force as well as to a marked increase of workers at the
older end of the age scale. How then must we react to this inevita-
ble development? First, we must pay greater attention to-optimal
. work environments. The young organism has much greater lati-
tude to function under unfavorable circumstances. than does the
old. Consequently occupational safety censiderations need to be - \
expanded to take account of the somewhat lessened viswal and
auditory capabilities of older workers, to mandate suitable environ-
mental compensation. Some paradoxes may be produced thereby.
For example, energy Mg temperature controf; in public build-
ings may be energy expensive because they may,reduce productiv-
ity in older workers by placing undue stress on the lessened adap-
tive capability of the older persons to sudden changes in tempera-
ture. : N
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Second, if we expect to extend the worklife of many individuals,
more attention must be paid-to the matter of obsolescence. It is
essential to spread our investment in education more evenly over
- & . the lifespan. 'In times of fiscal constraints, adult education and
- career retraining tend to get short shrift. This, of course, is eco-

nomic myopia. The new Department of Education should be strong-

ly urged to investigate the deployment of educational resources

such, that the realjty of lengtheried life and work in a rapidly
.changing society can be dealt with more rationally. While it may

not be realistic_to move a year of compulsory education from the

.. teens to the sixties, public educafiop must accept the fact that
opportunities for the older learners are not frosting on the: cake

but esse.\ntialkcontributions to insuring continuing productivity for
" our Natjon, . . . -

Third, as has already been brought out in previous hearings of
this committee, considerable attention by private and public tiﬁné'dp
ployers must be given to flexible modes o!y work and retiremen
has been stressed earlier, the physical and psychological changes
ofturring with advancing age do not lead, Tor most, to dramatic
drops in ability to function and be productive, But they do lead to

“progressive lowering of energy levels 4nd capability to cope with
stressful situations for extended periodg of time as was possible at
earlier life stages. Adaptations in worf schedules which .pgrmit &
gradual f2duction of workload and time but which assure mainte-
nance of part-time employment to advanced age are likely to con-
serve substantial talent under optimal conditions.

Incidentally, if we manage to develop traditions of part-time and
shared jobs to deal with the problem of the older worker, we may
also be creating models which will be equally applicable for the
needs of.women with young children, and thus solve some of the
problems which seem to assault the stability of the modern family.

Finally,. I would like to stress the need for greater support of
regearch and demonstration activities which will expand our
knowledge base to find the best match between individual needs,
and opportunities and the necesgities of our economic system. A
large investment has been made, for example, in developing suit-
able assessment methods for educational and vocational placement .
of children and young adults. Unfortunately these methods lack
validity for our 'needs with older workers. Yet, having abandoned
chronological age as a criterion for ending a person’s worklife,
other objective criteria must be substituted, and fair methods- for
their implementation must be developed, to protegt the older -
worker, and to insure that our economy continues to function
effectively. Similarly, much increased efforts are needed to develop

.the most effective methods for retraining older workers and for:

- developing methods and programs to maintain optimal motivation
and performance throughout the worklife.

Thank you. v i

Senator CuiLes. I would like to call to your attention’another
hearing of our committee which is going to be held on April 30 in
this same 'room. That hearing is going to be entitled “How Old Is
Old?” and cover the effects of aging in learning and working. The

. hearing will be chaired by Senator Glenn and-we will receive
testimony " from several societies, including Dr. Schaie.'Primarily

- -
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this hearing will compare the health and mentat capabilities of ~
- today’s older persons to those of years ago, so I will be glad to have ®
you back again with us then, Dr. Schaie, i .
Senator Heinz. Would you yield to me for not more than 60
' seconds? N -
Senator CHiLEs. Certainly. | - T .

[
N .
2 s

STATEMENT BY SENATOR JOHN HEINZ

N
Senator HeiNz. Mr. Chairman, I want to comménd you for hold- »
ing this hearing at this time on the questions of employment and .
~ our senior citizens, the questions of retirement, the questions of , .
how we can best move forward with the first step we took in the
1978 Age Discrimination in Employment Act Amendments. I think )
these are absolutely essential issues for us to come to grips with, . -
It is'going to.be exceedingly difficult to*define what other criteria
we ought to establish if we are able to.lift, as I sincerely hope we
‘can, the age 70 mandatory retirement age. I believe that that age
limit of 70 is prima facie '('i’;scrimination—a tragic prejudice against
senior citizens. That is why, Mr. Chairman, I think what you are
doing is so very important. | commeng y0u. . N
Senator ChiLes. We are delighted 8 have your participation. ,
Senator HeinzZ. I ask that the full text of my prepared statement
be included in the record. ) '
Ser:iator CHiLes. Your statement in full will be included in the
record. . ’
{The prepared statement of Senator Heinz follows:]

* PRERARED STATEMENT OF SENATOR JouN Huinz s

Mr. Chairman, I welcome the opportunity that this hearing presents to explore
some of the creative options for persons over the age of 65 to remain productive,
contributing members of society. Ithough many.people look forward to retirement
from work, significant numbers of older persons wish to dontinge employment
‘beyond the official retirement age. As our exploration of this matter commences, I-
>, would like to state the basic principles which will guide me in my consideration of _
’ the comments and testimony presented: o .
Compulsory retirement on the mere basis of chronological age is, quite -y
simply, discriminatory. -~ . '
. Our older, Americans must be afforded an
- opportunities frdmi which to choose. L
* G{e must not arbitrarily or capriciously separate our senioy citiza¥y from-the——

S

S

equitable’ array of employment )

+ work force and a steady paycheck; and' .

. - We, as.a society, cannot afford not to tap the valuable resources that oug, ~
older popnlation offers.

Mr. Chairman, I would like to briefly elaborate on my concerns about each of

thése points. - , . . . .
j “ I believe that no one should be forced to retire'simply hecause of-their chronologi- v’
. age. Many ‘ol_der Americans desire to continue employment, for a variety of
° ™. reasons. Some wish to work simply becanse they need additional-income; others

have never learned to make constructive usde of-leisure time; still others are éner- |
i by the social interactions” and challenges -accompanying work. The Age Dis-
* crimination in Employment Act, extendin‘g the datory retirement ‘agerto 70 for*
. most workers (and eliminating it entirely for thogb in the ederal servick), is a great
step toward permitting senior citizens to continte working. It is a victory against -+ -
. ageism in the struggle for economic eguality for older people. g, fact, I woyld like to
see the upper age, limit removed and qther methods develo %ed for measuring the
functional capacity of workers for continued employment. - N
. In a study of the effects of mandatory retirement, the American MedicaltAssoci- - .
atibn reported that: “Compulsory retirement robs those affected of the will Yo hve—~
full, well-rounded lives, deprives them of the opportunities for ‘compelling ]i)h
“« . -and mental activity, and encourages atroghy and decay * * * Compulsory retire
on the basis of age will impair the health of many individuals whose jobs repr
' * N ~
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& major source of status, creative satisfaction, socialization, or self-respect There is
ample evidence that physical and emotional problems can be precipitated or exacer-
bated by denial of employment opportunities. Few_physicians deny that a direct
relationship exists between enforced idleness and poor ‘health:” :

The enforced gﬁﬁ::ent age is, however, not the only factor inhibiting the em-
ployment of thousan 2? potentially pwpductive workers. An adequate supply of
appropriate job opportunities for these people, constraints in employee retirement
and benefit systems and disincentives in .the «social security system all affect the
decision to retire. . -, ~ . ’

I have long been an advocate of providing the maximum number of options for
full- and part-time employment, shared jobs, retraining,™sgcond careers, and even
third and fourth careers for those desiring them. .

Another factor which must be considered is.the great.challenge of providing
economic security to our older population in view of both the changing age distribu-
tion of the work force and the projected increase in the number of older Americans.
Due to continuing trends toward early retifement, combined. with increased life
expectancy, many people are spending more and more years in the statys that we

. currently define as retirement. For example, a person retiring at 55 y of age

\ment age. You also will hear about cOm(Fanies that are adapting
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The questions lwhich we must address today are whether ou¥ better dducated,
more healthy, mqre mobile citizens will welcome this extended petiod of unemploy-
thent, and in the/face of increasing inflation, will they be able to afford it? Further-_
.more, can we afford, as a society, to let this vast resource of skills, talent, and_
abilities be underutilized bf' involuntary exclusion from productivity? .

Increasing numbers of older people without adequate mcomes put-a strain on our
retirement systems and other public benefit *programs. Instead of pushing people
into earlier and earlier retirement, we must examine incentives to help them to
remain m the work force. I hope that we will hear more today, and as.we pursye -
this series of hearings, about how we can provide these options. I

Senator CHILES. Mr: Batten. \

STATEMENT OF ‘MICHAEL D. BATTEN, FAIRFAX, VA., CONSULT-
ANT, CENTER FOR STUDIES IN SOCIAL POLICY, UNIVERSITY
OF SOUTHERN CALIFORNIA . .

Mr. BATTEN. Mr. Chairman and distinguished members .of the
committee, it is a pleasure to bé here today to testify and discuss

today may live a;other 20 to 25 years.
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this important matter of age, work, and alleged retirement-norms. =~

My, statement has been given to the committee and I would liks to

>

Senator CHiLes. Your statement in full will be made’ part of the
record.! We will appreciate you Sufnmarizing your statement;™

Mr. BATTEN. Thank you very h. .

I think what you have heard .
will. continue to hear about are:
population, in the ldbor force and Row down the line Bomgwhere we
will 1’ really’ have to deal witﬁnthis. employment issue because so

°

many people will be living in -full retirement status. You have |

_heard. of limited fpension and social security systems that are going
to face us down the line. You have just heard Dr. Schaie testify
that older people are 'caf_able of working beyond the normal retire-

policies to accommodate the abilities of older workers.”
What you have not heard about is the day-to-day problems of age)
discrimination, in empployment. This is a very serious obstacle in
the way of older workers and what Congress has given to the older
individuals in terms of the Age Discrimination in Employment Act
is a flawed instrument. I don’t mean to criticize Congress beca
this is at least a first step. )

0 “

' See page 21. o
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What we seem to.be facing here is the development of a new civil
rights movement, Back in 1964, Congress passed the Civil Rights
Act and title VII of that act protected the employment rights of
blacks, women, and other minorities, and employers could not use
these surrogates to exclude them in any of the privileges, condi-
tions, and terms ‘of employment. However, age was not protected at

- .that time and instead”Congress recommended that a report be

" prepared and submitted to the Congress as to the existence and
prevalence of discrimination. This report compiled by the Sec-
retary of Labor wis indeed submitted to Congress in 1965 and it is
one of the most extensive reports documenting the systemic fact of
age discrimination in our employer community ever developed and
it is too bad-we have not had more of them, quite frankly. The
report’s findings underscored facts that we already-know, that the
older an unemployed individual is, the longer it_is going to take
that individual to reenter the labor force. . N

In “surveying employers involued in this study\they blatantly
admitted that they put age stipulations on job orders anﬁ’?&i\ley
didn’t want applicants over the age of 45. They could easily do that
because there was no law to prevent the practice except a few
State statutes. Congress then legislated the Age Discrimination in
Employment Act in 1967. In essence the law prohibited age dis-:
crimination 4in hiring, promotion, and job {ransfer, apnd all the
terms, conditions, and privileges of employment. Bdl§ then a
number of exceptions developed.

First of all there was a limit from age 40 to age 65 and maybe
that was what the Nation was able to accept that we would préhib-
it some discrimination and discriminate, if yqu will. R
~ Section 4(f(1) which allows an employer to refuse to hire and

llows an employgr to terminate an individual if age’constitutes

~“Wwhat is called a bbna fide occupational qualification—BFOQ—that

is, if an individual is judged by an employer because of age to be

incapable of meeting certain job demands. Therefore, they-don’t

have to be hired or. if an incumbent can’t hack it any more and in

a strenuously demanding job, then the individual can be terminat-
ed or forced inf%retirement. . .

Congress gavé the employer community &4 two-edged sword to
discriminate. What I think happened, as we look at the history of
the litigation, was a.self-fidfilling expectation—that judgments
were made in certain occupafons such as police, firemen, orpilots, -
for example, or any job that allegedly had physical dem#hds that
age became an qutomat‘ic surrogate for excluding the individual.
%ll the litigation in this area has been detrimental, for.the most

art, to older workers. .

The first case was the infamous Greyhound Bus case. Greyhound
had, and still Has, the policy of not hiring workers over 35. The
case was litigated against (ggeyhound and Greyhound won in the
courts. The issue was not resolved on the ability of an individual
aged 35, 45, 55, or 60. Greyhound admitted that the older -bus-
drivers had the bettet safety records. When an accident occurred
on_the highway the older busdriver could get out and calm things
down; he had learned by experience. But no indiyidual over- 35 ‘was
hired,, not to speak of 40, or no one would retain an oimjividual
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beyond age 65 because it was assunfed~that the individual would

not be able to perform that job. ‘ -

The same thing holds true for, the pilot. I hear people complain
that we better not let any pilot fly who is over 60. Would you
.permit a pilet to fly if he were 80? My answer ig I don't know
about an 80-year-old but maybe.a 62-year-old or a 65-year-old might,
not be too bad. - -~ :

: That 'is not the only problem with this act. Many of tHe cases
that are being litigated, again revolve around this issue of ‘perform-
ance aprraisal, where the jobs involving older workers are not
physically demanding but.where a so-called BFOQ exclusionany 4

’ mI’(Ie of performance standards can play the same role. That is, if
management looks at an older worker and d%cidei-; he or she is not

carrying his weight, then they will introduce a practice that will
either demote this individual or terminate them on ti® basis ‘of
performance standards. Many of these standards are ill-defined and
subjective. The battles in the courts have upheld employer judg- " *
ment that they know what the demands of the jobs are and what -
thé-performance qualifications ought to be. On the other hand, the
courts have ruled against purely“gubjective application of perform-
, ance standards but it is by no means clean or cfear. -,
What the litigation is suggesting is that Congress has to lpok
over what it put in mofjon and really consider a drawing,up’of a . -!
whole new Age Discrimination and Employment Act, not just rais-
ing mandatory retirggpent. What the older worker seems, to have,is
half a loaf. You cannot discriminate against a black because he
.-she is a littlé black, you cannot discriminate against a Chicano
- because he is a little bit Spanish and you cannot discriminate
: against an individual because he is a little Catholic, a little Protes-
* tant, or a little Jewish. But you can discriminate against an indi-
vidual because he or she is a ﬂttle old. i
The courts have tended to lean toward the employer,_ figuring -
that -they are not management experts. I think that older workers
are really getting the shaft tunder this. discrimination law and I
think it needs a whole new dimension. .
In summing it up, I would like to just repeat what a Federal
. district court judge said ‘about the .gge Discrimination in Employ-
v ment Act and the way it is applied now. This was based o a
decision involving Westinghouse Corp. on a charge of age discrimi-
* nation. The Federal judge stated'in part: .

An agerelated BFOQ, the bona fide occupational qualificition clause and rules,
permits an employer to admit that he had J’iscriminated on the basis of age but to
avoid any penalty, because the establishment of a BFOQ relating to age justifies an

: employer’s violation of the heart of the ADEA, allowing him to a ;ﬁr a generally

exclusionary rule to otherwise statutorial'protected individuals solely on the basis of
class membership,

When a Federal judge SEys that the act itself permits an employ-
er to exercise an action which is a violation of tﬁz heart of the law

y itself, I think it.is really time for. Congress to take a close look.
In concluding, I would like to simply note-what a friend of mine

in the corporate community once sdid. He said that age discrimina-

tion, this ADEA and older Workers in the 1980’s constitute a sleep-

ing giant.- We don’t want.to go ¥rough what we had to do with
blacks and with women in pursuit of civil rights and equal pay and
other kinds of things. My feeling is that the employer-community
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learned and should avoid the advergary elationship§ that will
arise between them and older workers as time goes on. By then the
issue can be decided #nd reselyed in a positive way. I hope this wilt
happen in the coming years. . . ’

you very much. :
_ Senator CHILES, ’l'hmg ou, Mr. Batten. Your pregared state- -

; ent will be inserted in e record at thid point. =~
t [The prepared statement of Mr. Batten follows:] *

PrEPARRD STATEMENT Or MICHAEL D. BATTEN

Mr.€hairman and distinguished members of the confinittee, my name.is Michael
Batten and I am an independent consultant to industry and Government on employ-
ment and retirement pollx’:ies affecting both management and older workers. In this
capacity I've had the opportunity to deal directly with personnel systems and
functions which impact on hiring, retention,'retraminﬁ,a li)erformance evaluation,
termination, and retirement of older workers. I've also the experience of serv-

ing as an expert witniess in age discrimination cases before Federal district courts.
* mi(y statement wil] cover two-basic themes. First, the problem<of age discrimina-
tion in employment is severe and constitutes one of the largest obatacles to older
workers seeking jobe or those wishing-tofemain in t work force. Second, employ-
ers and legislators can learn impdrtant leseons from litigation under the Age

iscrimination in Employment Act (ADEA) and thereby develop more positive
policies_and practices in dealing Wwith older workers over the coming years. In
develog::g these thémes, this testimony will wxamine the ADEA" and some major
cases that have arisen undgr the statute. This is a practical approach _which, I fef/

will fit in well with and supplement other testimony presented at thiese hearin

1. GENERAL ISSUES ON AGE, KMPLOYMENT, AND RETIREMENT .
¥ ~

The committee has heard, and will continué to hear, that changing age profiles in
the population and labor force over the coming years will require new a proaches to
both retirement and empl t=policies affecting older workers. There will be
more older persons in the popu¥atign living longer and healthier lives. At the sdme
time there may well be fewer younger workers in the labor force to support the
large, older tﬁoup living in a full retirement status. The sheer weight of older
persons in population, plus economic factors, may cduse us to’ rethink the
concepts-of work and retirement for this p- But such rethinking may not come
about until the lem*isacm:ﬂll{wi us in 10 to 20 years down the line.

The committee has heard, and will continue to hear, that age, of itself, is no real

i e to continued employment of older persons into the late sixties, seventies,

and beyond. Studies indicate thlat sﬁbyl: cglll er vgo kers taialre ?_s pex;t?quctive'%s their

younger counterparts, are' capable p) y and gnentally of meeting a wide vari-
ety of ‘F: réles—including the learning demands Locmted with different types of
work. The older person, objectively viewed, ap to be a resource for his'or her
own independence as well as a contrihutor to the economy gnd society at large.. This
contravenes the stereotypes that many hold on older persons and older workers.
The committee has heard,-and will continue to hear, that the Nation’s retirement
income resources—pensions and social security—are finite and given an ex-
pending, longer living older tion, both systems may face . ing .stress
ming decades. Employment alternatives to retirement, then, present
*ways to alleviate such and ways to extend the contributions of a vital human
resource—the older worker, - . ’ - v
‘The committee has heard, and will continiié to hear, that certain employers have,
and ate dgveloyinﬁepoliciu .and practices which facilitate hiring. and retention
portunities for older workefs. However limited and scattered these practices are
out the broader employer community, they offer precedents on which ex-
tend emplgly:ent policies practices can build. : %
But what committee has not much about is the continying civil rights”
.st;v:gg: of pl;i:rbywo;kif'g achieve ketmd equ&l.emplo T ent op x-tunitie:;a sugz_
as gain ori s over the past 15 years. This is a day-

. day issue and struggle whmmgll%ted both the groging numbers of ¢om-
plaints of age discrimination filed with the Emgloym nt Opportunity &m-
mission and the ing number of ADEA cases being litigated in the courts. Thus,
while there are long-range considerations involved in the reassessment of employ-
ment and retirement policips for older individuals, there are immediate issues’ < -
-which both Congress and the employer had better pay attention to. . -, . ’
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II. AGE DISCRIMINATION IN EMPLOYMENT

. . » .
! There are as many explanations for the pernicious phenomenon of age discrimina-
tion in employment, as there are for any ogher type of job bias against any other
group In tge case of age, however. one effort to document and describe this type of
discrimination stands out. Title VII of the Civil Rights Act of 1964 laid down a - N
number of employment safeguards for blacks, wamen, Chicanos, and individuals of .
other mmoritg'e:tatus It offared no protections for persons based on age Instead, 1t -
directed the retary of Labor to conduct a study to determine the existence and .
extent ol age discrimination in employment and to make recommendations to the
Congress The report, perhaps the mos{_extensive of its kind, was submitted to
Congress in 1965 ' Major findings include the following:
Unemployed older workers actively ‘seeking werk suffer substantially longer
periods 'of joblessness than do their younger counterparts. This 1s.a documented
and long-standing pattern {which still exists) and can be attributed, in part, to a
lack of job-seeking skills on the part of older workers. It can also be attributed
to systemic age discrimination practiced by many employers. T
. any employers utilizing the services of the U.S. Employment Service will
specify that they want no individuals referred to them for jobs whotare*over age
45—not to 3peak of workers beyond that age. This also has been a ong-standing
trend—there being no major Federal statute to prevent such age stipulations.
- Many employers interviewed over the course of the study stated-openly that
g they felt older workers were less productive than younger workers, cou{d not
adapt to changing job requirements, and were too costly to hire in terms of
higher wue/s&&gry demands and employee benefit costs. :
In responsg to thisstydy and extensive hearings held on the topic of age discrimi- °
) natjon, Congréss passed‘the Age Discrimination in Employment Act of 1967. The act
18 mrost Kopularly known for the recent rise jn mandatory retirement age from 65 to
70 which occurred through the 1978 amendments to the ADEA.? But the purposes ,
«  and provisions of the ADEA reach far beyond that. It 18 appropriate here to review
the major features of t?e statute. N . MR

r
L]

» ’ - o
- P THE AGE DISCRIMINATION IN EMPEBO¥MENT ACT, AS AMENDED’ .

The purpose of the ADEA reads as follows: “It is therefore the purpose of thi -
to promote employment of older persons based on their ability rather than ; to
prohibit arbitrary age-discrimination in employment, to help employers and work- -
ers find ways of meeting problems arising ‘from the impact of age on employment.”

As can be nofed, two firectives in the statute call for positive and educational
efforts 4o promote older worker employment. One_directive relates to prohibitions.
Even before the dist of prohibitions, the act in section 3(a) “lays out & series of
educational and research programs to be undertaken in order to achieve the positive
ends of the law. Regrettagly. Wno such program, focused on educating employers on
older worker abilities, has ever been developed or undertaken.

Section 4(a) of the statute spells out the prohibitions—which are similar to those
provided by title VII of the Civil Rights Act. Thus, the ADEA, as amended, makes it
lllegal for employers: “To>fail or refuse to hire or discharge any individual or

. otherwise discriminate against any individual with respect fo his corgpensation,
terms, conditions, or privileges of employment because of such individual’s A
The law also prohibits discrimination on the part of labor unigns to exclude older
workers from membership or limit the in various rights of membership. Employ- ~
. ment agencies may no longer stipulate age as a requirement for job referral or
4 legally accept age stipulations on job orders. Nor, may employers or employment
! " agencies advertise 1n a manner which would limit job applications and s"ﬁ%sequent
placement for older persons, , .
As amended, the act protects individuals between ages 40 and 70. The statute
" covers ‘public¥and private employers of more than 20 workers and labor organiza-
tions of more than 25 members. .
But, as is the case with many regulatory laws, there are exceptions. Thus, in the

ADEA, section (f), as amended, reads as follows: ) -
(D It shall not be unlawful for an employer, employment agency, or labor organi-
zation— . ~ .

(1) To take any a®tion otherwise prohibited tinder subsection (a), (b), ©), or (e} -
\ = of this section where age is a- bona fide occupational qualification reasonably

L \ -

'U'S ‘Department of Labor, “The Older American Worker: Age Discrimination 1n Employ-
ment,” Washington, D.C., 1965 “w '
129 U SC. 621. et seq., 92 Stat. 189 (1978)
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-,
necessary to the normal operation of the particular business, or where the
differentiation is based on reasonable factors other than age;

(2) To observe the terms of a bona fide seniority system or any .bona fide
employee benefit plan such as a retirement, pension, or insurance plan, which
is not a subterfuge to evade the purposes of this act, except that no such
employee benefit plan shall excuse the failure to hire any individual, and no

seniority system or employee benefit plan shall require or permit the
involuntary retirement of any individual specified by section 12(a) of this act
because of the age of guch individual; or : .
LI (3) Discharge or otherwise discipline an individual for good causg. .
t should be noted that the 1978 améndments also permitted compulsory retire-
ment at age 65 of certain business executives and policymakers when\such individ-
uals are entitled to a n of at least $27,000 per year. In addition, tenured

faculty at institutions of higher learning can be retired at age‘'65 up to July 1, 1982,
at older workers seem to have in the ADEA is something lll’ke -a-loaf of
* work-related civil righ
passed and to

q“t;lgmﬁons. It is as if Co is unsure of the protections
them. There is certainly no comparison to the ADEA
protections and exceptions to thoee in title VII. An employer cannot discriminate
against a person because he or she is a little black or is a little bit Chicano or
somewhat Catholic, Protestant, or Jewish. But for older workers the matter is
mixed. A look at litigation under the act will underscore the ambiguity of its
protections. ‘

. e .

IV. SELECTED LITIGATION UNDER THE ADEA

There were three major lines of age discrimination cases that developed' fairly
ickly under the statute. The first involved the bona fide occupational qualification
use of section 4(f)X1) or the BFOQ. The second irivolved the e of personnel
functions affecting older workers—including refusal to promote, problems with equi-
table salary arrangements, and termination for a variety: of causes. Key to this line
of cases are performance evaluation criteria and how they were applied.-A third
stream of cases involved involuntary retirement as a condition for membership in a
bona fide pension plan. The 1978 ameéndments have effectively prevented such .
dctions 80 subject will not be treated here. To:be sure, there are many shades of
age discrimination cases, but the two categories mentioned above will serve for the
present discussion. ‘. . -
A. The bona fide occupational qualification (BFOQ) norm for hiring and retirement
One-of the first major ADEA cases to reach the courts was Hodgsén,v. Greyhound
Bui Lines, Inc® The case involved a challenge to Greyhound’s long-established
practice of refusing to hire individuals over age 35 for the position of driver. The
rationale for this policy was based on the assumption that older or not-so-old
persons could not. meet the strenuous demands of “extra board” driving assign-
ments. By seniority practice, newly hired drivers had to take assigiments involving
erratic and long hours, at ni ti_:nd under severe weather conditions. Thd older the
driver was, the more susceptable he was to‘strain, fatigue, and reduced.proficiency
as a result of the former. In mmmaxhsuch adperson constituted a.safety risk.
Furthermore, the company contended that the older applicant would be more diffi--~
cult to train, take | , and as a result, cause the company to incur higher costs.
Exﬁl:ailgn of older medalso bt\méonheoon:in:lt;:l as’ zﬁﬂt?ﬁ safety fa‘:tﬁ:i
district court against oun e compan;
not demmud that a majority of over ?Z lds cngd not meet the ‘?;xtra
board” job requirements. A general .rule of “all or nearly all” applicants being
unacceptable on the l)atlw,mfge age did not apply. The court of appeals, however,
reversed the decision stating that the company need only demonstrate rationally
that 8 minimal risk of harm to others ‘could xesult from hiring the older applicants.
By re?faang to he;r the case, the Supreme Court, in effect, upheld the ruling in’
vor of Greyhoun
In a way, the case resulted in.the honing of one edge of a tw ed sword which |
cuts into Sder m;kar employment opportunity. One edge allows refusal to hire, the
other fi t. Sel cases are ihstructive. .
In Houghton v. McDonnell- las, Inc.* A 52-year-old -production test pilot was
ded on the basis of his age. He sued the company under the ADEA and there
eveloped what amounted to one of the most comprehensively litigated cases involv-

. Greyhound Bus Lines, Inc., 493°'F. 2d 859 (7th Cir. 1974) cert. denied, Brennan v.
OngwuudBucLinc.I 419 US. 1122, i "

« Houghton v. McDonne. lbuﬁla Corp,, 533 F. 24 581 (8th Cir. 1977) cert. denied, McDonnell
Douglas Corp. v. Houghton, 434 US. 966 (1977) .

.
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ing physiological evidence related to age and job requirements The company sought
to use the BFOQ as its defense in the most general sense. That 1is, it claimed that
Houghton was in an age group which tendered, generally, to encounter suddenly
disabling events (e g cardiac arrest) more frequently than other, younger groups
and, therefore, constituted a safety risk which amounted to interference with the
business of the company—the production, testing, and selling of aircraft.

The Government, which took up Houghton's case, introduced massive evidence
which showed that pilots and test pilots in Houghton’s age group—as opposed to the
general population—encountered such events so infyequently as to be statistically
insignificant. The court rulings were as, follows. The Federal district court ruled for
McDonnell, but was reversed by the appellate court. The U.S. Supreme Court
refused to hear the case and renianded 1t back to the orig?nal district court. The
district court judge simply reinstated his original ruling against Houghton. The
EEOC 13 appealing that action. Whatever the course of these interesting legalities,
Houghton 18 still out of a job and has received no damage award. -

Ths type of case constitutes the second edge of the BFOQ sword—the use of age
as a surrogate for mandatory retiremgnt well before the hmit set by the ADEA.

A Federal judge has summed up the BFOQ function well “An agerelated BFOQ
permits an employer to admit that he has discriminated on the basis of age, but to

avoid any penalty. Rstablishment of a BFOQ relating to age justifies an employer’s ¥

violation of the heart of the ADEA, (emphasis added) allowin
generally exclusionary rule to dtherwise statutorily protected i
the basis of class membership.” * - . .

Age exclusions go beyond the ADEA and the spirit of the BFOQ sword has been
sanctioned by the U.S. Supreme Court. In a series of constitutional cases* relating
to Federal and State laws which require retirement as early as ages 60 and 50, the
Court has simply refused to apply the rule of “‘close scrutiny” as to possible constitu-
tional violations. The age exclusions, involving forced rétirement, were held to be
rational and not in violation of the equal protection provisions of the fifth and 14th
amendments >

This is unfortunate, because in all major occupations involving stress, public
safety or other unusual features, most employer organizations require fairly rigor-
ous physical examination for applicants as well as incumbents. Thus, pilots, police,
air traffic controllers, firemen, etc., have to meet gpecific physjcal condition criteria
related to thejr jobs This is where individual assessments can be made and the
general discriminatory rule of age avoided. :

The BEOC is now: considering a number of legal challenges to both hiring and
retirement ‘rules based on the BFOQ. Most of the ndinicam involve police and

1 ers have not given up on

their civil rights options under the ADEA. The committee should follow the E
chgiﬁgs cldsely as it considers the need to elirpinate or rectify ‘section 4(fX1) of the

B. Age factors and the terms, conditions, and privileges of employment 1

The EEOC recently filed suit against Con Edison—New York City’s utility compa-
ny. About 140 older workers had been terminated as a result of a company reduc-
tion-infarce (RIF) procedure brought about by economic factors. The companﬁ
claimed that the separation of the older workers was based on their inferior jo
-performance.record and not on age. The older workers claimed just the opposite—
that the company let them go because of age and the fact that due to length of
service they were at the higher salari; an}{l waﬁ‘e levels. Their job performance, they
claimed, had nothing to do with the RIF. This will be’ the focal point of the
ment when the case goes to trial. It is not an issue without p ent. )
nerally Speaking, management cannot admit that age, of itself, plays a central
role 1n personnel decisionmaking which adversely affects older workers—with the
exception of the BFOQ issue discussed earlier. In several instances, employers have
put f'orwar&%the inferior performance grgument as the. rationale for terminating,
refusing to promote, or downgrading older workers. The underlying assumption

him to apply a
ividuals solely on

ar

* Marshall v Westinghouse Electric Corp, 576 F. 2d 588, 591 (5th Cir. 1978)

¢ Massachusetts Board of Retirement v Mur, 421:0.8 307 (1976) This case involved a State
law requiring the retirement of uniformed State troopers at age 50 Despite Murgia's proven
rotection clause of the 14th
amendment The court simply denied that a serious constitutional issue existed In the forced
retirement of Murgia Vance v Bradley 440 US 93 (1979) This case involved the forced
retirement of foreign service workers at age 60 Again, the Court denied that the issue amount-
ed to a.serious constitutional isgue Since Congress set the rule of retirement, it was up to
Congress to change it.
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appears to be that certain older, long-term employees, after years of service become
poor performers. Several ADEA cases are pertinent. '
- In Mistretta v. Sandia Laboratories, Inc.,” over 200 senior high-technology workers.

. were terminated through a RIF procedure. The compeny claimed that these workers .
were less productive and were separated on that basis. er examination, howev- ' .,
er, revealed that the.eg::xfany ‘had only the most general kinds of criteria on which
to assess p! or thereof for the workers in question. The older workers

‘were sel for the RIF by supervisors and higher management made the final
decisions as to who would go or stay. . , .
The Federal district court ruled that the whole process was highly sggjective and
that after analysis of the evidence determined that Sandia had eng: in a “pat-
" terp and iractxw” of age discrimination regarding the termination of workers aged
52 through 64. The other workers may have encountered discrimination, but thi
would have to be determined on a case-by-case basis. The overall statistics did not
r-' prove i¢llii:ycrixnixmtion against the 40- to 52-year-olds—but“that did not rule out the
’ In developing the case, Government attorneys investigated every major personnel -
function in the Sandia organization. That i, in the “search and discovery” phase of
the case, the Government requested and received age-related data on hiring, promo-
tions, salary administration, tmmﬁﬁ and development, retirement policies—as well
as information pertaining to the procedures on which the actual charges of age oy
iscrimination were based. In summary, the Government conducted an age-audit of
the company’s entire personnel operation. .
These types of investigations are not uncommon under title VII cases involving - £
race or sex discrimination. But this is the first timé such an extensive investigation
had been conducted on the basis of age discrimination. It will not be the last. The
EEOC will ap&lgesuch z:tgemnm inveetigation to lshfro ?on Edisonlcase miz&tﬁi‘oneg
case against Phillj etroleum, involving a an
f nmﬂartotbafsinSandia, e EEOC will continue f
an extensive and .?stematm mvestigation of this case which it inherited from the-
U.S. Department ot Labor when jurisdiction for the ADEA changed hands last July. .
The case involves over 460 older pl4inh‘ffs ﬁ.lmgecharges of age discrimination.
. There are many more ADEA cases that could be discussed.*Some of these have
been won by older worker plaintiffs, some by defendant employers. But we should
not be interested in a won-loss score. on ADEA cases. Instead, employers arid, the
committee should be concerned with the underlying causes of age discrimination in
employm,ottandwaysix{whichtheaecahbeeliminawd. .

IV. MANAGEMENT LESSONS TO BE LEARNED FROM ADEA CASES

One of the reasons that ADEA cases arise.in the first place is that employers fail
gpercemthatage is, bepically, just one of mahy human resourcé factors that can

takes' a lawsuit to bring t an i ysis of a company work force.

ment should have condtictéd such an n%eago—certainly prior to

2 decisions which would affect numbers of older employees.

. What follows is a of maj ment and employers can

ADEA cn:'ﬂ?i.:{imited, use this is not the forum for a_fechnical

- treatment of the subject. The committee, however, and employers, can readily see

. the major points. . i ~

xS A. Conduct an oge audit of the work. force - o D

} Since age is a universal -variable, all em; from top to 'bottom, have one.

Managementun,bandbnmﬁﬂomninonofintemalagedata,noteqny

that may show up in various units or occupational lines. With planning
leadtime, more appropriate age distributions—which: Federal courts allow—can be .
developed. This is not only good human resource management, but tends to avoid .
and prevent problems of age discrimination. =g

B. Review all major personnel functions, over a period of time,

age perspective
Managers should know how many workers over 40, 50, add 60; have applied for
Jobs oven each of the last 3 years and how. many were hirefl. If comparatively few
older wirkers were hired this could spell trouble. With careful analysis, the situa-
g@%nb@n&@m;m%nmmbymemmwapﬂhomd
conducted in areas of promotion’by age groups, salary stration, train-

., ingend ge\relopmt, performance evaluation ratings, terminagions and retiremen

a comparative

At

* Mistretta v. Sandia Laboratories, Inc., 15 F.EP. Cases 1690 (D. N. Mex.; 1977).
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In short, preventive medicine, taken by management, can avoid trouble and help

_+ develop a productive older worker force in addition to other age groups.

Q
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C. Examine job descriptions, qualification statements, and perforﬁance appraisal
systems from an age viewpoint
.No one expects, least of all the courts, that employers should hire or retain
workers of any age who cannot meet job qualifications of performance standards.
ose qualifications and standards, however, must be clearly defined and communi-

cated to workers and supervisors as well as being job related. As the law stands '

now, employers can exclude older workers from certain positions on the basis of the
BFOQ. The burden of establishing the BfOQ-lies on the employer. Fewer older
workers, it appears, are willing to accept age exclusions.

The same holds true for performance appraisal systems. Any company which
retains workers over many years and then, suddenly, tells them they are marginal
or substandard performers is simply asking for trouble. Even if the individual
worker is below standard, the situation should be well docamented before any
adverse action is taken. Title VII standards apply equally to the ADEA. The positive
side of the approach is that early detection of problems facing older workers can be
rectified by retraining, job reassignmeént, counseling, or combinations of these. Posi-
tive human resource management for older workers should ‘be employer policy.

D. Review retirement and early retirement policies. Develop alter:patives‘ to retirement

A worker in his or her fifties can look forward to 20 or more years of employ-
ment—all things being equal, such as health, ability, and interest in staying on the
job. Oftentimes, however, employers expect older workers to tdke early retirement
options or to leave at the so-called normal retirement: retirement age of 65. This
may, at present, be a sort of self-fulfilling expectation. Employers expect older
workers to leave. Being expected to go, older workers may well chose retirefhent.
Given the raised mandatory retirement age, plus inflation and energy costs, all this
mady change. Employers should review retirement policies glong with retirement
and early retirement rateg to assure that older workers maké such decision volun-
tarily. Any policies or practices. which directly or indirectly force retirement deci-
‘sions on older workers are suspect. 2

The positive side of retirement policy is to expand it. Automatic retirement, for a
variety of reasons, is becoming a policy of the past. Older workers represents a rich
store ‘of skill and rience. Sudden cutoff from such resources simply doesn’t
make good management sense. Companies are beginning to experiment with phased
retirement, part-time work, special task assignments, and flexitime schedules as

means to retain and apply the skills of older workers beyond the normal retirement .

age. If managed well, this approach meets older worker needs.and the continuing
needs of production. . z

V. CONCLUSION

The committee and employers should realize that older worker policies over the
coming years will develop along two major lines. The best case is that they develop
as part of overall human resource management policies. If this happens, then we
can expect a decrease in litigation under the ADEA-T such lfaolicies do not develop,
then the action will shift toward the Federal courts. Hopefully, employers will have
learned the lessons of dealing with other minority group workers under title VII of
the Civil Rights Act. .

But none of us can afford to ¥id ourselves on the older worker issue, First, it
simply won’t go away. Second, older workers are becoming more sophisticated and
are guite capable of spearheading their own civil rights-type movement. They aré
eginning to see age bias for what it is—a violation of law ahd a waste of their own
human resources. . . s

One rate official experienced with many EE% cases over the years refers to
older workers and the ADEA as the “sleeping giant” of thé 1980's. It will be
regrettable if the:giant awakens and moves toward the costly and time-consuming
path of ADEA litigation—all the more 80, since employers and ‘managers have the
means—positive policies for older. workers—to prevent that from happening.
ha"l;hank you very much. I yill be pleased to respond to any -questions you inay

e. . -

Senator CuiLs. Mr. Rosow. _ i
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STATEMENT 6!" JEROME M. RbSOW, SCARSDALE, N.Y,, e .
PRESIDENT, WORK IN AMERICA INSTITUTE, INC.

‘Mr. Rosow. Thank you, Mr. Chairman. v
" . - "I have been privileged to be asked to participate in this ra.nel of
experts on older workers. I come to this hearing with early infor-
mation on a report completed by the Work in America Institute
entitled “The Future of Older Workers in America.” The report is
really a two-part document. One is a policy study with major
~—recommendationsfor Government, unions, and employers and has
the endorsement of our tripartite board of directors. The other is a
. companion casebook on practices in:effect in American industry,
which will be published in July of this year under the title, “Young
Programs for Older Workers.”
I have been asked by the committee staff'to concentrate on the
" casebook and T am happy to do that, Mr. Chairman. I request your
permission to place into the record two statements. of testimony
. that I have augmxtted the committee. One deals with thedasic
policies of the report, some of which have been segregated out for
-~ the attention of the committee. Those are the recommendations
.+ ~=focused on Government and requiring the attention of Congress.
" The second statement, prepared at the request of your staff, deals
with the casebook gnd attempts to highlight the casebook.:« - -
Serletor CHnLes. gﬂrhk@r statements will be includgd in the , -
record.} ' . :
Mr. Rosow. Thank you, Mr. Chairman. As an introduction I
would like to say that come what may, employers in the 1980’s will
have millions of older workers on their payroll and they will want '

Y

. to and will have to deal with them in ways that enhance productiv- o
. ity and the quality of working life. That will necessitate rethinking

B and reshaping present policies and i)racticee, with a view to

: making the workplace better, not for older workers alone, But for

- . the entire work force. -,
There are a few underlying principles in our report which I
think are pertinent in connection with the case studies. L
+ First, that the extension of working life is socially and, in many )
.cases, individually desirable; but it should come about by individual _ **
choice, not by coercion. ¢ ’
. Second, that the value of a worker to the employer, can only be
judged on, the merits, not by chronological age. é
: ‘I%nrd , that a_healthy“employee at age 50 should be regarded as
. having a potential 20 productive working years ahead.
o Fourth, that it i8 in the employer’s self-interest to sustain the
- motivation and productivity of any employee who continues work-
ing beyond the normal age of retirement. -
ese princ(iiples lead to three'broad recommendations: 3
, First, an older worker should be offered opportunities as attrac-
tive as those offered to any other worker of similar competence,
vigor, and ambition. ‘ ]
Second,. that age neutrality should be designed intp the critical
rsonnel policies: Hiring and separation, pay and Nenefits, per-
ormance appraisal, career counseling, preretirement counseling,
and training and development. .

1 See page 30,




* Third, that many new options for the extension of working life
which will make older employees more valuable to the employer
deserve consideration and also make the job more desirable to the
employee, These options—which are treated in some depth in eur
report, and are illustrated by and based on real cases now in effect
in American industry, not sufficient in number but quite impres-
sive in character—relate to the redesign of work schedules, the
redesign of jobs, transfer and reassignment, reassignment with
lesser responsibilities, characteristically designated by the oppro-
brious term of demotion, work and education combinations, part-
time work, phased retirement, recall of annuitants, second careers,
small business opportunities, and outplacement. -

I would like to turn from these broad principles to the casebook
itself. In launching our report recently, a questionnaire was sent to
1,300 major corporations in the United States, asking them if they
had any definitive policies or practices or illustrations of what they
were doing relative to older workers in the areas of hiring and
firing, employing annuitants, flexible work schedules, permanent
part-time work, job sharing, redesign of jobs, demotion, retraining,
continuing education, educational leaves and sabbaticals, second
careers, performance evaluation, salary and pay practices, and °
benefits. - .

»  Ninety-one companies responded, for a returnof 7 percent. Work
in Anierica Institute consultants and staff, as well as members of
the policy study’s national advisory committee, provided additional
leads. Marc Rosenblum and Harold L. Sheppard graciously sup-

s

pliedtheir list of 43 companies. In all, more than 170 organizations
provided the data base for this project. The final 69 case studies
represeptt;’%a cross-section of what industry ang Government are

. doing’in the older worker area. -

¥" The universe represented here is quite substantial because the 69
organizations contain a total population in excess of 2.5 million
employees. I suspect that number ds on the low side because if you
just take the telephone company alone there are 1 million people

represented by some-of their policies. .

The casebook is Organized into six areas and I will touch lighth
on each area, Mr. Chairman, and illustrate the companies in eac
area. -

First are the new work arrangements. There are three aspects of ,
new work arrangements. These include part-time work, phased
retirement, and second career training. These three new working
arrangements are responding to changes in the economy and to the
aging of the labor force.

In part-time employment we report six major case studies apply-
ing to older workers, including: Northern Natural Gas Co., Macy's,
Woodward & Lothrop, and Bullocks Department Stores, the Toro
Co., San Francisco Unified School District, and Wichita Public .
Schools. : vt

T want to comment particularly on one fascinating case that is *
highly original with wide potential for adaptation, namely the
California and Kansas experiments.that deal with the shrinking
profession of teaching. These States have made a substantial break-
through in work sharing b chan?ing pension rules and allowing
older teachers to collect their full pensions while working part

9

’j3'2 ;

v




- . .
s .
.,

»

29° -

time, thus opening opportunities for the employment of younger
teachers and rebalancing the age mix of the educational establish-
>ment. I think this particular experiment is now being emulated by
four other States and shows wide promise for other sectors of the
econemy. . .o C

Jn phased retirement, a few private sector companies are flirting
with phased retirement. Here the problem is finding a way for

> employees to reduce theitr working life gradually without decreas-
ing pension benefits. -As a wave of the future this is a problem
searching earnestly for a solution. We did find four attractive case-
studies on phased retirement: the Wrigley Co., Towle Silver Co.,

. New England Mutual Life Insurance Co., and Gordon E. McCallum
& Engineering Service. ,

It is interesting that in the recent settlement of the Internation-
al Harvester strike, which was reported in the press the last few
days, the controversial issue that locked up Harvester had to*do
with compulsory overtime. The solution reported by Harvester
stated that one of the ‘options now made available to the company
with the permission of the UAW was to recall annuitants to per-
form so-called overtime work which the regular workers were re-
fusing. This is another aspect of opening job opportunities for
annuitants. - }

In second careers we see an option which could extend working
life through a series of contiguous careers. These programs, of
course, require excellent planning and a close tie to labor market
needs. One remarkable case study reports a failure in the instance,
of the air traffic-eontrollers, many of whom retire early beeause of
the high stress of their work and who seek second careers. The
Civil Aeronautics Board has invested a lot in this program but the
prg%ram went awry.

'here are five important case gtudies on second careers: IBM,
New Career Opportunities, Inc., the Air Traffic Controllers, Aéro-
space Corﬁ), and Yale University.

, A fourtlf aspect is what we call job redesign. This is’an area with
great potential but only one case is reported, the Tektronix Corp. I
think it"is an area of great potential, fitting in with many of the
things that Dr. Schaie said in his remarks about the designing of

_work to deal with the changing character of the older worker.
“ Reentry workers, the fifth part of the book, deals with women
who left the work force to raise families and have now returned to
work. This deals with Government pro%‘rlams designed to help
women toward economic, independence. We know the displaced
homemaker. programs are a response to the social and economic
dislocation caused by the high divorce rate. Since estimates put the
number of displaced homemakers at the 4 million mark, these
efforts represent onéy a beginning. The prgirams we have reported
inclyde: New York State displaced homemaker program; Center for
uing Education for Women, Valencia Communtty College,
Orlando, Fla.; The Maryland Center for Displaced Homemakers;
and Project Reentry of the Career and Volunteer Service, Ciwil
Center and Clearing House, Inc., Boston. , <

Next we report on secondary organizations which help dlder
workers find jobs. The fact that many annuitants desire employ-
ment is no longer open to question and with the high level of

-
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inflation we C¥n anticipate-that that pressure will increase. The- -

Harris-poll of*1979 showed tlat 45 percent of retirees surveyed said
- they would prefer to be working. Employers -who hire older work-

” ers and annuitants are increasingly pleaged with their reliability

and performance. . - - ST )

One new and exciting case relates to an organization in San
Mateo, Calify; called Job Finders, Inc., which has a 3-week intensive
job search training program linked to the CETA legislation and has
had a 95-percent placement rate for participants over age 55 who
have atte/{xded the workshop. Eighty-one percent of those people’
have retained their jobs for at least 6 months. The other cases
include; Second careers program; Mature Temps; Older Americans

Employment and Training Center; Senior Personnel Employment

Coungil of Westchester; and Retirement Jobs, Inc.

e fourth aspect deals with redeployment. That is the involun-
tary movement of workers because of changing economic and tech-
nological conditions. We have seen the tremendous burst in the
last few {ears in the so-called outplacement of executives, counsel-
ing people to find a job with another employer, which easés the
trauma of separation. In spite of severe proglems which accompany

. job loss, the statistics from a number of studies have shown very

*effective results.

I am running out of time so I won/t discuss all the remaining
cases. I will just say in conclusion that the fifth section of the
casebook deals. with new hires of older workers, and the last sec-
tion deals with what we call assessitfg and advising. This includes
the very critical issue of performance appraisal and its effect on

the career treatment of older workers.
Thank you very much, Mr. Chairman. :

Senator CHiLes. Thank you, sir. Your statements will be entered
into the record at this point. \
[The statements of Mr. Rosow follow:): -

PREPARED STATEMENT OF JEROME M Rosow

My name is Jerome M. Rosow. I am president of Work in America Institute, and
a former Assistant Secretaryof Labor.

I was invited to present a brief summary of the findings and recommendations of
a policy study recently ompleted by Work in America Institute, entitled the Future
of Ol orkers in America. Work in America Institute is a not-for-profit organiza-
Bupported by corporations, unions, foundations, and the Government. Qur 10-
ember board includes.respected representatives, of business, unions, and public*
life, under the distinguished chairmanship of Dr. Clark Kerr. The policy study was
carried out under grants from Rockefeller Brothers Fund and the Commonwealth
Fund, with the active help of a national advisory committee of> 20 experts drawn -
from major sectots of the society. Our final report, and a casebook to illustrate some
of the most progressive practices now ‘in effect, will be published in July of this
year. . - "

The central finding of our study is that the future of older workers is still
hanging in the balance. Some powerful economic, demographic, and social factors
are geu ing toward the extension of working life; others in the opposite direction.
We believe that the balance will ultimately tip toward extension of working life but ,

no one can be certain how quickly this will occur.

Officially, the Bureau of Labor Statistics projects that the 1980%s will see a -
continuation of the long-term trend toward earlier and earlier retirement. This
projection should be taken with great caution. Qur analysis indicates that it is the
.result of deliberate public and private policies, not the result of natural causes. .
Changinﬁ the policies can change the trend. ‘

n What lies behind the diminishing labor force garticipation of .older men? We
examined a number of 'key factors angyfound:

~
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. Social security coverage rosesfrom 64.5 peroent of all U.S. workers in 1950 to 90 .
percent in 1975, and the size of nfonthly benefits rose almost tenfold (especially due?

cost-of-living indexing). The proportion of people 55 to 64 y old who were
orking declined sharply beginning in the early. 1960’8, wheneaﬁsose aged 62-64
e eligible for social security benefits. .

The earnings test—under which social security benefits are reduced if one earns
«money—is wid:(liy believed to have caused older people to &top working, but it may
have encourag time work rather than retirement.

Other factors that encouraged oldér people to stop working include a liberaliza-
tion of disability benefits under social security; expanded private pension coverage,
*from 22 to 46 percent of the labor force; mandato! retirement and early retirement
programs; poor health (although the heakth and life expectancy of older people have
shown tremendous improvements); the shift in p:rulatxoh from farming to industry;
the competition-from” greater 'number'@ of female-and-younger Wworkers; and the
steady incréase in per-capita wealth before the mid-1970’s. : ’

These policies will be increasingly-brofight into question by a set of forces that
will incline people to prolong their working lives: _

. The rapidly rising cost of social security due to increasing benefits and increasihg
longevit n;gy lead to legislative changes that will delay the age of* retitement, as
national policy. . - .

Future changes in the social security and tax laws, a rise in the age of mandatory
retirement, indexation of.pension benefits, and. the need to retain older workers—
may defer employers from endouraging early retiremient as" more effective human
resource polic¥l.l .

! ation, which erodes pensions, anll the addition of 5 years to the age of man-
datory retirtment may induce employees to continue ‘working, as an economic
necessity. . *

Improvements in health, vigor, and longevity may make oldér workers continue
their attachment tg the world of work, as a psychosocial,need. B '

Rising educational levels of older Workers mean that a higher proportion will hold
interesting jobs and therefore have a stronger desire to remain at work. ° ‘

Expanding use of flextime and time work will make extended worklife more
attractive, 45 a-means to better ce between work, family, and leisure. .

On the other-hand, as I mentioned earlier, a number of: forcés will pull in the
op&)l:ite direction: | . ¢ :

tom and practice discriminate against older workers—particularly in the

. hiring of people over age 50. i ° 3
. Our society prefers the youth culture. . .

The slow-growth economy creates insufficient employment opportunities. . i

In{lation of labor costs puts pressure on employets to separate older, more costly
workers. o

Labor unidn policy is pointed toward better and earlier pensions, and toward
work sharing. . » -

Younger employees (25 to 44) compete with those aged 55 and above for oppor-
tunity within the organization. B

Negative stereotypes about the health, yigor, competence, productivity, and ambi-
tion of older workers become self-fulfillin propheeies. .

Come what mﬁ, employers in the 1980's will have millions of older workers on
their payrolls., They will want to deal with them in ways that enhance both
productivity and the quality of working life. That will necessitate rethigkjng and

°  reshaping, present ‘policies and practices, with a view to making the workplace
better not for older :;t;;l;ers alone but for the entire work force< _ %

Employers, by and-large, are receptive to moving with the trdnds and néw social
expectations, and they are searching for intelligent answers. Their responses will be

+ compatible with diverse needs: Their own needs for productivity and profit, workers’
economic needs and lifestyles, the requirements gf law, and specific néeds for
efficient personnel practices. . s T -

Our report aims primarily to advise er:gl:yers because they have the broadest
range of decisions to make. However, it recommends supportive Government
actions and contains ideas which should be useful $o0 union leaders. Today I want to
speak mainly about Government acti ) ‘

The underlying principles of the report are as follows: o ’

Extension of working life is socially and, in many cases, individually desirable;
but it should come about by individual choicg, not by coercion. - .

The value of a worker to the employer can anly be judged on the merits, not by
chronol:fical age. > oo i -
A healthy employee at age 50 should be regarded as having a poten%ial 20

productive working years ahead. ~, o B »

o
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It is in the employer’s.self-interest to sustain the motivation and productivity of

any employee who continues working beyopd the normal age of reEc%nent., ’
ese principles lead to three broad recommendations: -

An older worker sHould be offered opportunities as attractive as those offefed to

any other worker of similar competence, vigor, and ambition. L

neutrality should be designed into the critical personne} policies—hiring and
separation; pay and benefits; performance appraisal; career counseling, and preretire-
ment counseling; and traning and development. -

Man{ new options for the extended working life make the older employee more
valuable to the employer, and the {Ob more desirable to the employee. These options
include—redesign «of work schedules, redesign ogjobs; transfer and reassignment;
reasgignntent with lesser mmmtiw work/education combinations; part-tithe °
work; phased retirement; 1 of annuitants; second careers; small business oppor-
tunities; and outplacement. o toe

Now let me turn specifically to Governitient actions. - ..

If present trends of labor force participation continue, as projected by BLS, a -
djminishing proportion of workers will be underwriting a rapidly rising proportion
of retired people. As the cost rise, so will the threat of intergenerational conflict.
The single moet important factor influencing workers to leave the work force early
is the availability of substantial, indexed social security benefits. -

C :
. * SOCIAL SECURITY . v .

A’great debate is now shaping up,_in the fountry and in Congress, on -the
question: Can the mushrooming costs of social seSurity be checked;)%r public meas-
ures that-delay the age of withdrawal.froln the labor force? If 8o, how? *

If Con comes down in favor-of the extension'of working life, the social

.security law will have to be amended in.one of two basit directions—compulsion or
incentives. - S .. ¢ - v « e
- Beveral amendments of a com%ulso%_nature have been propoged: -
Age oﬁeligibilétg increased to 87 or 68. - . ’
Inflation-rela
_.er Price Index. * . [N
b Beneﬁtsmadetaxableinyvholeorin'pax_’t‘ - S .
. Liberalization of the earnings test de errga or dropped: s e
These: changes ‘would reduce the drain’on the social security fund by eroding |,
present entitlements. Americans in general, as well a8 unions and the gray lobby,
can therefore be counted on to oppose them bitterly. The age extension-would
disappoint the expectations of millions of peo;le and upset the current age equilibri- ;
um in theé labor force. In addition, it would operate against the interest of those
emglgers. who_watit older employees to retire early—they would have to ante yp 2
or 3 additional' years of bridging money. ~ . -
The -alternative to compulsion is incentives, which have a slower effect on the

benefit increases limited to a part of t};e increasein the Consum-

’

1Y
"¢ fund but stand-®much greater chance of acceptance.

]
Let me suggest a few. amendments that would encourage people to retire later
rather than earlier: ) : , = 4
.. The earnings test might be liberalized even more than the present law conigm-
plates, over a period of years. .
‘The bonus for deferring retirement beyond age 65 might be raised, from. the
3 percent per annum to a 50/50 division of the actuarial savings as between -
X d those employees who forgo drawing any annual benefit. ~
The, security tax on workers who continue beyond age 65, rﬁd on their
?fgm‘&l ers, tould be waived. .
ozetw compulsion and incentives to defer retirement, Work in Ameriéa
Institute strongly recoml‘nends the careful consideration of new incentives.
THRIFT ZND SAVINGS PLANS .2 *

- On the subject offringe benefi report recommends a number of steps that -
employers should -take to insure thal benefits for older workers are equivalent in
value to those for younger workérs.\Among others, \we urge them to adopt and
imprqve thrift and savings plans, whith cannot only increase emp1p¥ee savinﬁ: but

. also provide.a second tier of pension coverage. These objectives wou d be furthered
by congressiohal aetion along the following lines: N

Ve recommend that Congress create added incentives to foster employee t%rift
and savings plans by granting tax exemption t6 employee contributions. With
national savings rates at an all-time low, the United States needs tax’ policies which ,
cteate new incentives to save. . S ° -

’




We recommend the amendment of existing legislation or a ruling from the Treas-

« ury which would enable*a worker to transfer a vested thrift or savings account to

an individual retirement account, thus creating a modest form of pension portability
without chan'ging pension laws. - ‘.

JOB COUNSELING AND PLACEMENT

Oiir report points out that 10 or 1% million geogle, aged 40 and above, who are
presently not working, say they would like to find suitable employment. Probabl
more are seekug part-time work than full-time. We believe these numbers will
increase rapidly during the 1980’s, ._ e

Even if job o ninfs eXisted for all these peoglle,' many would be ungbleto take
advantage of tlféem. t has been so long since they had real contactwith the job
market, that they no longer know, even if they knew before, how to get around, iggit.
They lack a istic understanding of their value to a prospective employer, the
lack information about where and how to conduct a job search, and they lack skill
in presenting themselves as applicants. .

me private and public agencies have sprung up, which felp older le over-
me these difficulties, but the surface has barely been scratched. We therefore
recommend as follows: . ' . .

The role of CETA in retraining, couriseling, and lacing older workers should be
expanded by making its help~available to the millions, including pensioners, who
‘are now excluded becanse they do not %ﬁalify under the economic Emitations. The
cost of serving them would probably less than the cost~of excluding' them,

P becau.s; etgng older people into jobs would bolster tax revenues and the 'social
security fund.

RETRAINING AND donTINUING EDUCATION

In our continually evolving economi«the demand and supply of skills change with

frightening speed. Almost inevitably, it is the older worker whose skills are most

subject to obsolescence, and whoee difficulty in uﬁdafing them is test. In addi-

tion, many older workers would like to upgrade their stock in trade or move intoa
. different occupation a ther.

** Older people—~except those who ‘are gravely ill—~have just as much ability to leatn

as younger people have. They are held back By two thirigs—the fedr that they are
tooyold to learn, and thellxmnaiility to he full-time students and support themselves.
and their defendents at the same tilme. The tirowing number of o der students at
institutions of higher legrning suggests that the fear is diminishing. The financial
prol}.lems, however, are growing. : v
Older people seeking further. education also need advice as to which fields of,
m t;u'led"sbest suited to their objectives, and information about where to gursue i
, elds. - . .
- Our report recommends several ways in évhich employers should assist plder
workers.to obtain marketable new “skills, .but there are certain points on which
Government action is desirable. ”
The "Federal Government should sponsor detailed studies of age distribqgona by -
oecupatiomlllmgroupmgs, with an evaluation of the educational levels of the
With such information, on a trend basis, there is a better possibility for, defermining’ *
the education and training needs for those older workers who want to prepare
themselves for jobs in industries with increasing job opportunities. :
Government and employers should help emplo; gain access to reliable advice
about career opportunities and requiraments, ut where to get the necessary
education to take advantage of theee opportunities, and about their own readiness

fox;rﬁducation. .
e current CETA program should be recast so that all public employment
p , other than the strictly countercyclical ones, have a significant training
“gml elseement coz:nponent. Special programs for retired people should also be
included. o s .
‘We recommend that the appropriate congressional committees review the West
Euro e;dpexience with e-scale training as a social investment. Congress
should consider providing a sufficient period o full-time or part-time training and
education to all individuals who can meet appropriate qualifications, except workers
who cannot be reeducated without undue time and expense, for a desired ¢ e of
employment. The congressiona) review should be carried out in the light of A
CETAnB elggli“' and indeed, might be included in any reconsideration or renewal of

in . - , .

We recommend that the upemployment insurance law be amended so that people
*~ who are unemployed but aftending full-time educational institutions for periods up

- R ~
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to 1 year, are eligible for benefits, provided they are not less than 30 years of age
and have contributed to the unemployment insurance fund for not less than 5 full
years. The progam should be subject to proper certification procedures, with re-
sponaibility to be assumed by the educational institution_to show that the course
taken by a client will produce marketable ekills.

Annr?onu. SratemaNT or JErRoME M. Rosow

DESCRIFTION OF CASEEOOK

StR: casebook reflects the practices of leading-edge companies in the United

A questionnaire was sent to 1,300 major companies requesting information on
rsonnel policies as they affect older employees in the following areas: Hiring and
, employing annuitants, flexible work schedules, permanent part-time wor
job sharing, redesign of jobs, demotion, retraining, continuing education, education
. leaves and sabbaticals, second careers, performance evaluation, salary and pay
. practices, and benefits. -

Ninety-one con;%ies responded, for a return of 17 percent, Work in America
consultants and , ag well as members of the policy study’s national advisory
committee, provided additional leads. Marc Rosenbl and Harold L. Sheppard
graciously sugglied their list of 43 eom%imea. In all, more than 170 organizations
provided the data base for this project. The final 69 whits-represent a cross section
of what industry and Goverfiment are doing in the older worker area,

The universe represented here is substantial—these 69 organizations contain a
total population in excess of 2% million workers.

The casebook is entitled “Yo Programs for Older Workers,” and will be
published by Van Nostrand Reinhold. The cases are organized into six areas reflect-

: (1) New work arrangements; (2) teent?' workers; (8) secondary organizations; (4)
:s.eployment; (6} hiring older workers an anngitan%s; an‘d (6) assessing and advis-
A It i,

-z

ng.
1. Ngw work arrangements

* There are three aspects of new work arrangements. These include part-time work,
phased retirement, and second-career training. These new working arrange-
ments are responding 4o © es in the economy and t6 the aging of thelabor force.
A. Part-time employment.—Part-time employment is represented by six case stud-
. ies including: Northern Natural Gas Co.; Mac{'s; Woodward & Lothrop; Bullocks
’ lgﬁgartment Stores; the Toto Co.; San Francisco Unified School Jistrict; and Wichita
lic Schools. - :

One fascinating case that'’s highly original, with wide potential for adaptation, is
‘the Califorttia and Kansas-expertments to deal with tgg ing profession of
teaching. These States have made a.substantial breakthrough in work gharing b
% pension rules allowing older teachers to collect their full pensions while
worl part time, thus opening opportunities for-the employment of younger
teachers and rebalancing the age mix. ’ -

B, Phased retirement.—A few ptivate sector. companies are flirting with phased
retirement, Here the problem is¥nding-a wa{’:or employees to reduce their, work-

- ing life ly without decreasinf Jpension benefits. As a wave of the future this
is a problem searching earnestly for g solution. The four case studies reported
include: The Wi}gley Co.; Towle Silver b.; New Englapd Mutual Life Insurance Co.;
and Gordon E. McCallum & Engineering Science. .

-C. Second careers.~Sécond career training is another option which can extend
working life through a series of congiguous careers. These programs req®ire excel-
lent plannin% %Ed.a close tie to labor market needs. One remarkable case study
reports a failisfé in the instance of the air traffic controllays and describes the
reasons why. There are five cases studies here, as follows: IBM; New Career.Qppor-
tunitiés, Inc,; the Air, Traffic Cohtrollers; Aer&gaée Co;f.; and Yale University.

D. Job red’ésign.— " area with grea¥ potential but only one:case to report at

resent. is the fedesign of*.jobs-to be more compatible with the capacities and
g:::m 91' older workers: Tektronix, Inc. T . pact
- 2. Reentry Workers .

Reentry workers are women who left the wotk force to raise families and have
returned to work after varying periods of time. The cases in this section deal with
Goyernment programs designed to help women toward economic independence. The
displaced homemaker ﬂ are a response to the social and omic disloca-

v

tion caused by the hig orce rate. Since estimates. put the-number of displaced
homemakers at the 4 million mark, these efforts represent only a beginning. lzl‘hese .
include the following: New. ‘{ork State displaced hgmemaker- prdgram; Gentey.for

.\) 7/
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' Continuing Education for Women, Valencia Commiunity College, Orlando, Fla.; The .
Maryland Center for Displaced Homemakers; Project Reentry of the Career and
Volunteer Service, Civic Center and Clearing House, Inc., Boston. * * !

+ & Secondary organizations *

There are a number of successful secondary organizations which help older work- =
*, ers find jobe. The fact that many annuitants desire em&lzment is no longer open to
question; 45 percent of retirees surveyed by the 1979 is poll said they'd prefer
to be working. Employers who hire older workers and annuitants are increasingly
pleased with their reliability and performance. One exciting new development re-
rted in the case studies is the Job Finders case study, San Mateo, Caﬁi ., which
had a 95-percent placement rate for participants over the age of 50 who
attended a 3-week workshop. Eighty-one percent of these’people retained their jobs
for at least 6 months. The other cases include: Second careers program; Mature
Temps; Older Americans Employment and Training Center; Senior Personnel Em-

ployment Council of Westchester; and, Retirement Jobs, Inc. :

4. Redeployment . ' . -
This section deals with the involuntary movement of workers because of changing

economic and, technological conditions. Increasingly, corporate employers who are

forced to terminate executives and salaried personnel are providing outplacement

counseling to speed up t}lﬁob relocation process and eage the trauma of separation.

-

In spite of the severe prdplems which accompany the loss of a job, statistics from

two studies by professional outplacement counselors show that over: 70 percent of

terminated employees get bemymg jobs when they relocate. However, older

: workers have a significantly er time accepting the job loss and finding new

. positions. . -
o Age seems to affect a manager’s attitude toward demotihn. A 1978 survey of
' . Danish managers showed that. the older thetemployee, the'more likely he is to
. accept a transfer to a_position of lesser responsibility and pay. While there has been
little acceptance of and experience with demotion in this cquntry, where it has
/ worked, as at Kellogg and Maremont, those corporations have observed several
important principles. The reassignment was mutually agreed upon by employer-apd
employee, the worker was included in the planning process from the beginning,
time was allowdd to explore other options, the final choice was left to the employee
and, where ible, the reassignment involved transfer to another unit within the
company. casebook reports the following‘_examples of reassignment to*positions

of lesser responsibility (demotion): The Danish Experience; Maremént Cyrp.; the .
Kellogg Co.; and General Electric Co.—Aircraft Engine Group. ’
- 5. The “new-hires"—older workers . g -
' Older workers or annuitants are being hired by high-technology industries, banks
+ and insurance companies, and manufacturers. Vghere skills are in short supply, in
- the fields of engineering and computer technology, secretarial and clerical work, ’
and skilled craft areas, age is not a limiting factor. Employers are finding that older .

workers are reliable and productive and some companies, fiotably- ers Life &
-~ Casualty Co., are saving employment agency fees by establisln’ng oncall work forces
. « - of their own for their annuitants. While some older workers and annuitants return +
X to,work full time, the-vast majority work.as consultaits and part-time employees, -
supplementing, their retirement income. These cases have been organized by indus-
. try groups as follaws: Higb‘technolqu industries; insurance companies and banks;

manufacturers; and academia. .
6. Assessing and advising '
Fob‘z) kt'y'pea of assesement and advice are reported in the concluding of the
m * -

A. Performance appraisal—The most complex assessment programs deal with .
. mormme.e appraisal. This will become critically important in the face of age
iscri txgﬁ in empltAyment legi&ationt.h ﬁnlalare g:e cases rep&fmd&whic art;
- significant: Grumman Aerospace .; the Ke .; Bankers e .
Co.; the Mead Corp.; and Connecticqtlgeneral Lifeogsuranee Co. il
B. Continuing education and training.—There are many opportunities for training .~
and continuing education in American companies, but age data is hard ta identify. -
* Four programs are réported here, as follows: General Electric Co.—Aerospace Elec-
tronic Systems ~Deg9rtment; the International Silver Co, and the-Trade Adjustment
Assistance Act; A. T. & T.; and the Njead Corp. 4 .
C. Occupational alcoholism 5 ming.—There are two cases reported here:
' ggunman Aerospace Corp.; an cohol awaretiess program-—1J.S. Department of
te. - . 2

- . .
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D. Preretirement planning.—The more pro ive companies with experience are
*toving towsrd starting their retirement planning not later than age 55. Many
enlightened personnel directors see a need to ti preretirement to career life plan-
. ANing in ieneral. Here the six leading-edge cases are reported as follows: AIM; Levi
Strauss & Co.; Polaroid Corp.; Atlantic Richfield Co.; Morgan Guaranty Trust Co. of
New York; and Grumman Aerospace . )
This report of American prirctices for older workers is neither comprehensive nor
totally representggive. In qur view these are the more elitist and progressive prac-
tices. In fact the book represents a “creaming” of industrial practice. We threw
out a big net in a questionnaire to solicit the identification of any experimentation
or new proggams, and it took a copsiderable effort to isolate these cases. However,
* they represent positive Programs that are workilr.’n%I and that are meeting the eco-
nomic needs of the society. The fact that leading, highly profitable corporations in
the United States have done these things and are continuing to do more is certainly .
a harbinger of better things me. Wé believe that a great nu f social hand 4
economic improvements occur by imitation, and our hope is that this casebook will
resul‘t) in mu‘t):h more widgs;;rea -use throughout the country. ’I‘léxs caiebook,ktalken
together with our majefipolicyirecammendations, begin and end in the workplace
where critical personne! poli¥y decisions are méde l?f%]ecting the extensjon of work-
ing life. & ‘_ 3‘7
‘Senator CHILES. Mr. Ku&ze. . ‘

STATEMENT OF KARL WGNZE, OXNARD, CALIF., CHAIRMAN,
* NATIONAL INSTITUTE ON AGE, WORK,' AND RETIREMENT, NA.
TIONAL COUNCIL ON THE AGING :

Mr. KUNZE. Senator Chiles, I want to first express my gratitudé
for your presentation at the NCOA 30th anniversary conference. In
particular your a?'xrmative stance was most. welcome and-most
a?precigted: I would also like to express appreciation to members
" * of your staff who contributed significantly to"the conference which, -
. in my opinion, turned out to be the best one ever on this subject of 9
issues of the older.workers.
Senator CHILES. Thank you, sir. .
Mr. KuNzE. Over the years NCOA has worked very closely witlr
this committee on a number of tasks, and we are very pleased to be
. able to share.with you today sgme of our views on employmeént
~0£tions and opportunities for middle-aged and older persons, and S
* the impact of those options not only on the individuals invelved but, :
on th:lir employers, ‘present.or potential, and on our society in’
generalr  ° . r )
. Since NCOA’s_founding in 1950, it has been concerned about '
.older workers, and that concern remains central to this day. You "+ . .
will find more details about some of NCOA’ major job-related®
activities in our prepared statement,! but permif{_me just to men-
. tion, a few of them here. -
. NCOA publighes “Aging and Work,” a quarterly journal that
_ addresses a broad spectrum of issues related to age, work, and
retirement. It is read by many-in industry and unions. We have -
good distribution to libraries; Government agencies, and I believe ¥ -
e we. have really pretty good readetship of that journal in. various

seﬁnents of society. . .

COA has commissioned major surveys. of attitudes about aging
and emﬁloyment, first from the public at large in 1975 as part of a
,far-reaching poll by Louis Hafs & Associates and more recently
from personnel directors and chief executive officers of the largest

corporations- in the Nation. I am happy to méntion that attitudes

¢
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do seem to be changing, especially with thosé who direct the larger
-corporations. It might have to do with some of the legal cases that
we have had over the last 11 years or so but at least an awareness
now has taken place and it is for the good of our causes.
» NCOA hel lead the fight for amendments to protect workers
until age 70 under the Age Dis¢rimination in Employment Act.
' With reference to Senator Heinz' statemént on this subj t, we are
readly to fight for removal oK the 70-year age ceiling; in fact, we are
involved in that at the present time. The ceiling to me is entirely
contradictory and it brings abbut an inconsistency in the act. -
One might characterize th recommendations that I am abou
to summarize as’ the three E’s—enforcement, education, and
exhibitions. . .
The ADEA remains the major tool for fighting discrimination in

the' job market on the basis.of age. The number of complaints filed
under ADEA increases every\year, and the increases have. appar-
ently accelerated since enforcement authority transferred from the

Labor Department tp the Equal Em nt Opportunity Commis-
sion. I am not implying causation here, I am merely stating some-
thing with reference to time. Yet thousands of protected workers
know nothing of their rights under this law, or learn abouf them
after deadlines in the act have Jpassed. NCOA urges this committee
to take the lead in amending the ADEA to simplify procedural
requifements, remove the upper age limit for protection, and elimi-
nate some of the irrational exceptions.

A frequently overlooked tool in helping older workers find and
keep jobs is another Federal .Jaw, the Age Discrimination Act of
1975. This lawxthe ADA, seeks to prohibit age-based discrimination
in the distribution “of,benefits from Federal programs, some of .
which are aimed squarely at helping persons find unsubsidized
jobs. Pdrts of the CETA program, for example, provide comprehen-
sive employment and training services. Alt ough persons over age

. 58 comprise about 9 percent of the Nation’s unemployed, they

- constituted‘only 2.9 percent of the CETA employment and training

‘v@ﬁipants in 1979. - .

Lther employment-related programs affected by the ADA include

" the US. Employment Service andl the vocational rehabilitation

Bx;ogram Yet more than=6, months after the deadline, the Labor

ment has not issued even proposed regulations applying the

ADA %o its programs. NCOA urges the committee to press for swift

enforcement of the ADA and tightening of the statutory require-
ments themselves, if necessary. .

Well,_that is the first E, enforcement. Now let’s turn to the
- second E, education. The first facet of education deals with employ-
ees themselves. We must assist workers who find themselves, in
their late forties or fifties, faced with unemployment because of
econoinic disruptions. ¥Thousarids of stetl and auto workers are

ing to #itch- their worklives together again after the °
massive layoffs and terminations in those industries. I know that
the focus of these hearings is on keeping older workers on their
jobs, but what happens when the jobs disappedr? With often large -
financial obligations, and with few prospects for new employment «
at anything like old wage:levels, these workers are in need of help.

, We fieed to make retraining more available at all levels, especially
-~ . B . v v
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through CETA, for middle-aged and older workers who suffer these
kinds of career disruptions. .

‘Also, as I mentioned, workers themselves need to be better in-
formed of their rights under protective laws. Much more must be

. done than merely requiring the employer to post -a sign about the

!

law against employment discrimination. -

" My field is in industr{al relations, I am in close touch with the
employees and I know how naive they are at this point in time
about -age legislation. But an éven greater education job is needed
agong employers and not simply the corporate giants that the
committee will be hearing from next month but small- and medium-
sized firms, ones with anywhere from .several to 1,000 workers.
They need to be informed about the requirements of ADEA, to be
sure.- As part of its senior community service program, NCOA
conducts community seminars on the older worker law around the
country. These seminars have reached almost 600 smaller compa-
nies over the past 15 months. , .

NCOA’s community seminars do more than just help assure
“compliance with the ADEA. They also‘give employers insight into
how to identify areas where middle-aged and older workers are
being underutilized. Correcting that means higher work force pro-
ductivity and highef prbfits for the company. The tool we use for

ythis is an age profile or, as it is commonly called, an age audit,_of

the work force. The completed age profile analyzes personnel ac-
tions—hirings, promotions, terminations, and the like—by age, for
various types of occupations in the company. It does enable the
-company to examine how well it is complying with the ADEA, but
it-also allows management to see the potential for better work
force utilization. . R

Another major unmet educational need has to do with the re-
search- on middlé-aged and older workers, the subject of much of

today’s testimony. As you are hearing, a great deal of test informa-

tion is being developed in areas such as older worker. productivity,
adaptability,-constancy, and other characteristics, as well as some

. exciting and promising findings in measuring functional capacity.

These are far from:complete or conclusive, and more research
needs to be done. But we need .to communicate what we already
know to the employers and. policymakers who can put them to use.
In short, we need to keep them“educated on the latest information
relevant to the aging work force they will have to deal with. NCOA
does some of that 2ommunication, through its journal, through the
seminars I have i
monumental. Stereotypes about older people and their capabilities
took decades to work themselves into our consciousness and they

. will not be excised overnight.

r enforcement and' education, the final implement in this
alliterative toolkit is exhibitions. NCOA’s retirement plannjng pro-
gram, for example, .encourages and assists: employees and spouses
to plan for their retirement. The program was funded jointly by
the Adntinistration on Aging and a consortium of major corpora-
tions and unions.- We have conducted successful exhibitions, or
demonstrations,. involving economic development dfstricts and
older worker specialists in State employment offices. Many other
potentially productive demonstrations are_set out in Dr. Shepp®rd’s

s 10

bed, and in other forums, but the task is .
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report titled “Research and Development Strategy on.Employment-
Related Problems of Older Workers,” including part-time -employ-
ment, tapered retirement, skill upgrading for older minorities and
exgansion of apprenticeships to workers over age 40. That last
subject is one that really has not been looked into at all.

Mr. Chairman and members of the committee, those are not
simple problems and will not yield to simplistic solutions but I
believe the steps I have outlined briefly can help to bring about
improvements in the working lives of older people as well as a,
more productive society for us all.

Senator CHILES. Thank you, sir. Your prepared statement will be
entered into the record at this time. . - -

[The prepared statement of Mr. Kunze follows:]

PREPARED STATEMENT-OF KARL Kvﬁz.s

Mr. Chairman and members of the committee, thank you for this opportunity to
testifY today for the National Council on the Aging, a private nonprofit organization
completing its 30th year of gservice on behalf of older Americans. Over the years -
NCOA has worked wery closely with this committee on a number of tasks, and we 4
are very pleased to be able to share with you today some of our views on employ-
ment options and opYortumtxes for middle-aged and older persons, and the impact of
those options not only on the individuals involved, but on their employers, present
or potential,”and on dur society in general. - :

COA’s commitment to the older worker began at the time of its founding in
. 1950, when a Comymittee on Employment and Retirement was named, and has
continued through the present. Permit me to sketch for you some of the emplay-

* ment-related activities in which NCOA is engaged or has already com(%eted.

National Institute on rAmfe,a -Work, and Retirement.—This unit of NCOA, originally -
the Institute of Industrial ‘Gerontology, has focused for the 12 years on the .
issues and problems of age, work, income, and retirement as they relate both to the
labor market and fo the ‘middle-aged and older workers. The institute conducts
studief“and provides an extensive range of training and technical assistance for .

* industry, labor, State, and local councils on aging, and many others, Several. of the
specific projects listedd beloware undertaken within the institute.

Journal on Agz!fl and Work.—Since 1969, NCOA has published “Aging and
Work” (formerly “Industrial Gerontology”), the only national publication devoted
-solely to issues of age, employment, retirement, and income as they affect middle-
aged and older workers. “Aging and Work”“addresses & range of topics designed to
help employers meet the challenge of an a%ing work force. .

. r articles in the journal regularz;locus, on employment and training of the

lder worker, techniques td determine ctionilbcﬁracity, innovative management

hniques, retirement.preparation programs, social security and private pension
plans, flexible worktime, performance appraisal, retraining and second careers,
employment discrimination, and industry’s redponse to older worker issues. A regu-
lar column of the ADEA highlights court decisions, pending cases and settlements
invol older workers. Abstracts of current research on older worker issues are
included in each issue, as are book reviews on new texts dealing with the economic
and social implications of the middle-aged and older work force.

The. jou .in the last several years has published articles describing special
program expexience older workers. I-E‘amples of demonstration programs,
summaries of unique 8| asgessment, job placement, and training techniques have
been highlighted.

Retirement planning program.—A new initiative of NCOA has been the retire-
ment planning profram, a major thrust to serve the needs of industral organiza- -
tions and their employees on a nationat basis. - . .o '

Conducted in cooperation with a consortium of 13 major corporations and unions,
the program is an innovative approach to preparing employees in their’ forties and
older. for retirement. The new approach is based on advances in the behavorial
sciences, and employs multimedia interactive techniques packaged as eight modules
of training mateﬁqoﬁ? The program is funded jointly by the consortium and the U.S.
Administration on Aging. o .

Consortium members have ugarticipa_wd actively in-the design, development, and-«

ing of the .trai.ninﬁlemod es. A typical module has audiovisual- materials, a
y prepared booklet, and self-assessment aids for employee and spouse, indi-

L
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vidual and group exercises, minicases, and a seminar leader’s guide. The modules
are designegrt% enable an employee and spouse to actually produce a personal plan
relating to each topic area covered. T o .
The modules were subject to tryout-evalugtion-revision cycles by preretirees from
the congortium corporations until the{ met established effectiveness cnterj%ﬁ‘al
= Harris poll.—~In 1975 NCOA published the results of a far-reac nati poll
to determine society’s attitudes on. aglﬁ The survey, conducted for NCOA by Louis
Harris & Associates, is titled “The Myth and Reality of Aging in‘\America.” It

pinpointed attitudes of workers of all ages, and of persons witH hiring responsibility,

on such topics as age discrimination, mandatory retirement, reasons for continuing

em&cgment,'inoome adequac&,)and many others. . - -
survey.—Last year NCOA was instrumental in developing a survey of chief *

executive officers and_personnel directors of the country’s largest corporations on

their attitudes toward older workers and retirement, and their own retirement

Fer:;aration ractices. The survey revealed a heightéfied awareness among corporate

e

rs of inflation’s grave implications for retiring empl(g'eees.

National Association of Older Worker Employment Services (NAOWES).—This
association was created in 1978 as an NCOA program under the National Institute
of Age, Work, and Retirement, in response to members who wished to establish a
* national forum for an exchange of ideas and to have an impact on public 1g}icy
recomimendations. NAOWES was also designed to provide training and technical
assistance to local groups who wish to assist older workers in obtaining employ-

ment. . ' -

Economic Development Admim’shm—The Economic Development Administra-
tion of the U.S. Department of Commerce approved a EQ;::.ut to NCOA in 1977 to
conduct a training an ical assistance project.on nomic Development an

duct a t, d technical tﬁject “ DelE?D t and
the Older Worker.” Op the premise that the legislative mandate for EDA is job
creation, the grant was designed to use EDA’s district development system to insure
that jobe created by public work:aﬁrojects and through loans and grants to private
industrywoulglbeismb' i utedeg, y to all ages. .

The proj while of short duratjon, was significant because it recognized that
older workers were an important human resource. It emphasized that effective
manpower utilization is a significant part of ecqnomic development and that knowl-
edfe of older workers’ potential is an important factor in effective development.
* Industrial health counseling démonstration er.:o{'ect.-—One of the Institute’s most
effective demonstrations was its.Industrial th Counseling Sexvice (IHCS) in
Portland, Maine, which adapted an ﬁe-frge method for matching workers to jobs.
Funded by DOL, IHCS rfected a ique originally implemented and tested by
the Canada .Veterans' Adniinistration, agglied successfully .and still in‘ use at de
Havilland Aircraft in Toronto. The method was, according to a DOL publication,.a
“giant m:ud ing industry’s attitude toward the,asing process.”

An is of the result of testing 4,000 applicants an matchjng them with
appropriate jobs showed that workers prx ,thr:;gh the system.reduced the
turover rate i c:iatmg industries, elimina workmen’s compensation

i in er morale, from workers being placed in compatible jobs.

The senior community service project (SCSP).~This program, NCOA’s est, was
initiated in 1968 under a-DOL contract as-a demonstration program focusing on
disadvantaged.olger workers. . . . @

SCSP gives older persons jobs as bikingual tutors, hospital and mental health’
aides, day-care assistants, crime prevention counselors, paralegals, housing advisors,
mobil librar}; drivers, vocational counselors, casework and clerical.aides, and assist.
ants to the handicapped Jobs also are available in the fields of recreation, energy
consewvation, and restoration as recreation supervisors, park and museum guides,
tribal historians, energy auditors, and home repair aides. - . .

Benefiting the elderly in particular are jobs in nutrition programs, senior centers,
health and home care, transportation, information and referral services, employ-
ment assistance. '

Age discrimination.—Thraugh its Public Policy Center, its Bublieations, and
speeches and contacts by eta}%' and board members, NCOA worked very hard to
bnni about enactment of the 1978 Amendments to the Age Discrimination in
Employment Act (ADEA). Of course, that effort benefited enormously. from the
lea&:ship of this committee, and we were successful. The same year‘saw strength- .
ening amendments to the other antiage bias law, the Age Discrimination Act of
1975, and NCOA was in the forefront :f that struggle as well. - .

NCOA is proud of its record of advocacy and achievements on behalf of middle-
aged and ol&r workers, and persons of those ages who would work if the opportuni-
ty arcse. But as today’s téstimony demonstrates, the fears and. anxieties about the

7y

graying” of the work force are widespread; myths about older workets’ pabilities
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persist; those contemplating retirement are giwen .pause by months of 15 to 18
rcent annual inflation rates, and those already retired are compelled to go looking
or work again to keep from sliding into poorer economic condition. © .
The committee is'to be commended for recognizing these problems, and address-
inf them in the course of this series of hearings. .
- "I 'will not recite the litany of barriers ch:}:f the ful) use of middle-aged and older
persons in the work force; rather, what I will try to do in this statement is to lay

- out afew basic strategies that seem to hold some promise in removing, or at least
diminishing, those barriers.

e might characterize these recommendations as the “three E's”—enforcement,
cation, and exhibitions.

’ : Enforcement.—Great strides in enacting antiage discrimination legislation
have been taken ip recent years. The ADEA, first enactdd in 1967, remains the
major weapon for fighting age discrimination in the job market on the basis of age.
The number of complaints received by the Department of Labor rose from 1,000 in
1969 to almost 4,300 in 1978, and more than $16 million of income was restored to -
individuals over that period. The volume of complaints has apparently grown even
heavier since transfer of -ADEA enforcf,ment authority from DOL to the Equal,
Employment Opportunity Commission. Yet thousands of protected workers know.
notging of their rights under this law, or learn about their rights after the deadline

~ for filing "a complaint has passed: More and more cases are also beginning to be*
' decided aggmst older workers,as the exceptions in the law are given broad judicial
. .ihterpretation. - s ) -
NCQA urges this committee to take the lead in strengthening the ADEA in a ¢
variety of ways: !

«  Procedural requirements should be simplified, and a¢ y plaintiffs to class *
actions shiould be improved. : . ’ .
The upper age limit" for protection under the ach 70 yéars for most employees,
ol mtod: n8 to the ADEA specifically those for tenured college f; cv.@y
rrational exceptions e " ifically those for tenured college fa
and for highly paxpélbusinees executives, should be repealed. - &
The exception permitting discrimination when age is a “bona fide occupational
qualification”. should be sharply restricted. Employers are increasingly construing
stre or dgility requirements, among others, as age “BFOQ’s.” N
A frequently’ overlooked tool in helping older workers find and retain jobe is the
hscri tion Act of 1975. It is not primarily anemployment law; in fact, the
only employment program covered expressly is the Comprehensive E‘F[lflogment and
i Act ( ). Whil¢' the ADEA- iswabterned after title of the Civil
Rights of 1964, the ADA els title"V1 of that act. Its pu?ose is to prohibit
. discrimination on the basis of age in Erograms receiving Federal Yunds, and some of
thoetta' funds are aimed squarely at helping persons finding unsubsidized employ-
men . .

Title IT (parts A, B, and C) of, CETA, for example, provides comprehensive employ-
ment and training services. Although persons over ag%FS constitute about 9 percent
of the Nation’s unemgﬁ{ed, only 2.9 percent of the 'A employment and trainr::g
participants in 1979 re*«ad that age. The U.S. Employment Service refe
about 800,000 ggrsons over 55 to oggsenini! in 1979—about 3.5 percent of the

.more than 15.5"“million pergons so referred. Both of these gstograms are covered by
the ADA—yet the Department of Labor, more than 6 months after the deadline, has~
yet to issue even proposed regulations applying the ADA to Labor programs. - .

This committee has been a pivotal force in getting the Administration on Aging to
isste long-overdue regulations for title I of the Older Americans Act; NCOA-urges
that you ‘take a similar leadershix position in forcing DOL. and a dozen other
Federal agencies to issue the ADA regulations that were due to be issued last
Sepggmber‘ Furthermore, we believe the committee should examine clpsely the need
to tggctgn the loopholes ripped in the law by the governmentwide regulations now
ine .

., _These actions in the area of enforcement could significantly im“prove the chances
of many older 'workers to keep their jobs, or find new ones if the need arises.

y * The second “E” of this series of suggestions is: Education. Both.employers and
\ employees must be educated in a variety of areas. e o,

e group of employees in' obvious need of education arfﬁhm who, in their
forties and fifties find themselves out of work because of downturns in the economy
or in 4 particular industry. Thousands,of steel and auto workers are today trying to
stitch together a new worklife after massive layoffs and terminations in those. .

: industries. Although the focus of this hearing is to find ways to keep older workers

- on the job, #e must ask, what happens when that job disa;;pears? Middle-aged and

older workers, faced with larger financial obligations, with fewer prospects for work
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) commumtgaseminars o ADEA and the older worker around the countgy. These
seminars have reached almast 600 small companies—with c:ﬁ to Wym—
y i

. - 42 —

at their generally higher wage levels, aré in desperate need of help. We need to
make retraining more available at all levels, through devices such as CETA and the
Trade Adjustment Assistance Act, to help middle-aged and older workers make job
transitions and remain productive.

Another aspect of worker education is education about their rights under the laws
discussed above. The ADEA requires employers to post signs telling workers there is-
a law against age discrimination, but a much more systematic, aggressive informa-
tion campaign néeds to be waged by both EEOC and the Labor Department.

An even greater education job ut ADEA is needed among employers. Not the
major national corporations scheduled to testify before the committee on this sub-
Jject next month—they are well aware of their duties under the law. Those in need
of enlightenment are the great number of smaller and medium-sized firms, with

nywhere from 20 employees to 1,000, who simply have not had the law’s require-
ments brought homé to them. . d .

In conjunction with its senior community service project, NCOA is conducting

over the past 15 months. Often, tangible (though statisti gains
result immediately from these seminars. Qur staff finds older wWorkers sit in on
these sessions, and many a company president has heard something like, “Your
factory wouldn’t hire me because I was too old.” And many of those who speak up
find themselves with job interviews later the same day, and eventually with jobs at
the company that had rejected them before. Employers need to learn about their
ADEA obligations, and we need to help them learn.

NCOA’s community seminars help assure compliance with the ADEA, but, in
addition, they give emdployers insight into those areas where middle-aged and older

productivity,.and higher potential profits

workers are being underutilized. Correcting this underutilization has definite bene-
% fits to the employer—improved work force-

‘

for the company. The tool NCOA-iises in this process is an “age profile,” or, as it is
mgre commonly called, an age audit, of the work force. (We prefer the “profile”
label because it captures the nonthreatening nature of the process better than the
term “audit.”) The completed age -profile analyzes personnel actions+hirings, pro-
motions, terminations, assignments, compensation, etc.—by aid, for various occupa-
tions in the company. The profile becomes a preventive tool. Management need not
wait for a complaint to be filed, potential problem areas can be identified and
- remedied long before that stage. ) . s
Another major unmet educational need relates to the.reams of research on
iddle-aged and older workers, much of which is the subject of today’s testimony.
est information is being developed in areas such as older worker productivity,
adaptability, tramm‘g rece'puvxty, constancy, and other characteristics. When NCOA
did a ‘survey last fall o relevantej)ublished studieés on functional capacity, for
example, the bibliography contained 150 references and ran 11 _pages in length.

These studies far from complete or conclusive, and more research has to be
done. But we n take advantage of what is in existence, to communicate what
we already kn the employers and policymakers who can put it to use now.
NCOA does some of this communication through its journal, other NCOA publica-
tions, the community seminars, sessions at our regional %naﬁond meetings, and
in other forums, but the task is monumental. Not only do We need to enlist others
in this communications process, but we must sort out the most effective techniques
g communication and make use of them. We need, in short, a dissemination,

rategy. -

Such a strategy would play a part, not only ih education, but also in the third tine
of the three-pronged recommendation: Exhibitions. NCOA’s retirement planning
progmm, which is described above, is a ood illustration of this technique. We

, Bathered existing data about -a variety o pics relevant to retirement consider-
ations, coupled them with proven learning tdchdiques, and began working with
employers and unions to test, refine, and publicize the program. The’ economic
development program, also described earlier in the statement, demonstrated how
economic developers could assure that workers of all age groups profited from the
Jjob-generating impact of a particular project. Many other potentially fruitful demon-
strations are described in the research and develogt:lent plan compiled for the
Labor Departmient by another of today’s witnesses, Dr. Harold L. Shgﬂ)ard. That .
document, “Research and Development Str: on Employment-Related Problems

. of Older Workers,” gave high priority to gonducting such demonstrations as part-

time employment, tapered retirement, skill upgradirfg for older minorities, and
ex ion of apprenticeships to workers over age 40..

monstrations, or exhibitions, take principles which are sound but obecure, and
implement them in practical ways. DOL, AoA, and the private sector—both nonprof-

v
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it and for-profit—should be cooperating in devising, conducting, and evaluating
¢ .demonstragfons affecting older workers, and then disseminating the results.

Mr. Chairman and members of the committee, the problems facing older workers
in the private sector today are not simple ones, and they will not yield to simplistic
solutions. You canfiot abolish by statute the stereotypes about the aging Yrocess
that people have taken decades.to accumulate. But I believe the steps I have
outlined for you today can help bring about, at a relatiVely modest cost, tangible
improvements in the Jlives of millions of older people, as well as a more productive
society for us all. C .. '

you very much. 1

Senator CHILES. Dr. Woodruff.

STATEMENT OF THOMAS C. WOODRUFF, PH. D,, WASHINGTON,
D.C, EXECUTIVE DIRECTOR, PRESIDENT’S COMMISSION ON
‘PENSION POLICY :

Dr. WooprUFr. Mr. Chairman, I would like to address the issues
that you have under consideration today from a different perspec- -
tive &a_n the other panelists. My remarks will focus on the difficul-
. ties that older Americans face in retirement. I will also briefly

outline the problems of our traditional retirement systems as they
‘attempt to meet the needs of the elderly. Both of these develop-
ments have a significant effect on possible policy initiatives related -

to increased work opportunities for our senior citizens.

As you know, .the President’s Commission on Pension Policy was
established by Executive order and authorized by Congress to ;r)‘l;‘o-
vide the country with an overall .retirement income policy. Put
simply, our present system of retirement income is a hodgepodge.
We have no overall national pension policy. Nor has the country
arrived at an accepted definition of what constitutes an adequate
retirement income. . )

The Commission’ will be issuinghan interimx report to the Presi-
dent and the Congress later in May. Many of the issues we are
discussing today will be addressed in that report. In fact; one of our
study groups is expected to make specific recommendations regard-
ing employment opportunities for the elderly. And, this overall
question will be a (ﬁ%ssed by ,the Commission as it considers the
relative roles of social security, employer-based pensions, personal
savings, and work in providing income to older Americans.

I think you can ap;}:)x;ciate my role today as Executive Director
of a Commission that has not yet issued an interim-report. Because

. of this situation, my comments may not be as specific in an advo-
cacy role as some of the aqther panelists. However, I will provide
you with some of the\initial data from some of our surveys and

other studies. . . L

At the very heart of our study and recommendations lies the
question of how to provide older Americans with an adequate level
of inconie in their later years. The country’s retirement income.
resources, both public and private, are already'straining at their .
limits. We can expect that increasing amounts of the national
income will be devoted to pension benefits in the very near future
as our population -ages and lives longer once they have retired.

Total retirement, disability, and survivors benefits have grown
from 2-percent of the gross national product:in 1950 to over 8
percent of the gross national product by 1975.

In the face of mounting pressures brought about by increased,
pension benefits, high-rates of inflation and a larger aged popula-
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-tion which L living longer in retirement, it is obvious that the
Nation’s policymakers must examine every option in providing
additional income resources to the elderly. It would also be good
policy to encourage more individual initiative.

One policy initiative to relieve the intergenerational dependence
and financial strains on our retirement system would be to in-
crease work efforts voluntarily. This could be accomplished

*  through work incentives and increased job opportunities for older
persons, . ' T )

I do not mean to suggest that increased employment, opportuni-
ties for the older worker is a panacea. There are, unfortunately, no
simple solutions. Mr. Chairman, as you mentioned in your opening
statement this morning, we have witnessed a trend toward earlier
retirement. In 1979, only 62 percent of males aged 60 to 64 were in
the labor force compared to 75 percent in 1970. This indicates a
lessening of the role of work income and a growing dependency on
retirement programs for those in that age bracket.

The President’s Commission is considering a number of policy .
initiatives which could increase work ificentives and job opportuni-
ties for the elderly. We are in the process of reversing that trend.

> A few of the very general recommendations that are before the
Commission next weelfinclude the elimination or modification of
the social security ea¥nings test, encouragement of alternative
work patterns, and encodtragement of retraining programs. .

Other possible work incentives include requiring pensfon accru-
als for those workers over ‘age 65 in private employer-based pensioft
plans. Currently regulations permit pension plans to freeze accru-
als after a worker reaches age 65. In addition, there is the issue of
lifting the age.70 mandatory retirement. This is another subject
-the Commission may deal with next week..

At this point let me describe why work incentives for the elderly
are so important by giving you some of the preliminary results of a

, nationwide survey-on retirement income questionls which was spon-
.sored by the Commission and several other Government agencies
and carried out last fall. . .

According to our survey, we are witnessing the disturbing devel-

. opment ofa two-class system of retirement income in this country. ,
One group of senior citizens lives fairly~well in retirement because
they receive social security” benefits and some benefit from an
employer pension plan. A second group of older Americans has to
rely primarily on socidl security to maintain a minimum standard
of living in retirement. The question for national pqlicymakers is:

Should wwn we allow this development? - -

Let me few results of our survey, and another survey that.

‘was conducted-by the Department of Labor dnd the Social Securitx'??:

Administration.

According to the first results of{a survey conducted by the De-

partment of Labor and the Social Security Administration, pension

~ coverage in the private sector has flattened out. Their survey
shows that 49 percent of the full-time working pogulation in indus-

try was covered by a private pension in 1972. By 1979 the coverage

had only increased to 51 percent. According to the same survey,
however, vesting in the private sector has increased because of

ERISA. In 1972, 32 percent of those covered by private pensions

‘ 48.
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were vested. By 1979, 48 percent of those covered by private pen-

sions -are actually entitled to benefits. I might remind you, thowev-
er, that this is still about 25 percent of the total work force. .-
Accordling to the poll sponsored by the Commission, approximate- -
ly 58 percent of allwerkers expect social security to be their
primary sourge of retirement, income while about 22 percent expect
employer-based pensions to be their main support—15 percent
expect to rely on personal savings, while only 2 percent hope that
their family or children will support them in retirement. L
Our poll also found an overwhélmin% majority of the population, °
89 percent, say that they will definitely or probably receive social _a.
security benefits, a somewhat different finding than the Harris poll
N issued last year. We found that about 48 percent anticipate they
will receive some benefits from an employer-based pension. Our
survey also found a profound pessimism in this country, regardless
of age or sex, about(their retirement prospects. When asked wheth-
er they expected théir retirement income to be adequate for their .
needs, 63 percent answered “probably not” or “definitely not.” This D
response shows that people are not confident in the ability of our .
Nation’s retirement income systems to provide adequate pensions.
Along the same lines, 52 percent of those surveyed said that they
"expected to live at a lower stahdard of living after retirement. -
Without generalizing too much, the survey found that women tend
to be more pessimistic than men. And older women workers facing
retirement tend to'be more cautious about the future than younger -
workers. . -
. Our survey responden's are not optimistic about future economic -
- = . trends either. I might add that-this survey was taken before our
‘ recent outbreak of double-digit inflation. Fifty-eight percent ex-
pected continyed high inflation every year while' 60 percent fore-
-cast that the country’s economic conditions will worsen. . )
What does this mean for pension policy? Restating my earlier ™.
remarks, work opportunities for the elderly and iiidividual efforts .
g becomé much more important policy. objectives. At present, income .
~ from- employment is not as significant a source of income of sup- .
: port for the elderly as if had been in the not too distant past. That .. -
.» 18 because of the well-dotimented trends over the past decades
toward earlier and earlier retirement. While there have been a few -
indications that that may be:slowing, we found one disturbing .
?gttlllrg in our survey that tends to offer .not much hope for the
..+ future. _ .
& Our survey indicated that even though many pension: benefits )
« may be actuatially reduced and that people expect inflation to -
-continue at high levels in the future, -over 47:5 percent of the . ‘
working igopulation expect to retire at age 62 or before. This.is an
: even earlier number than is currently the case, indicating a poten-
oy tial for even greater dependency on our retirement income pro-
ams in the future. As I indicated, these are just our preliminary
indings. We will be ‘w/ntin&ing to analyze the results of this survey
over the next geveral'weeks. . .
With your permission, Mr. Chairman, I would like to submit éur . e
completed tabulations for your hearings record at this time:
‘Serrégtor ChiLes. The committee would like to have that for the-
record. . .
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.Dr. WoobrurF. In conclusion let me commend the committee for '

its interest in this area. I hope that the upcoming recommenda-

tions of the President’s Commission on Pension Policy will add

- im tuskto your thoughtful efforts. - . ‘ N

you. ° .

Senator ChiLes. Thank you. Your eErepared statement, with the

tabiilations referred to, will be entered into the-record now.
[The prepared statement of, Dr. Woodruff foljows:]

e PREPARED STATEMENT OF DR. THoMAS CWOODRUFF

Mr. Chairmén, members of the committee, I would 1ik¥ to address the issues you
have under consideration today from a different prospective. My remarks will focus
on the difficulties that older Americans gncounter in retirement. I will glsq.briefly
outline the problems our traditional retirRghent systems are having as they attempt
to meet the needs of the elderly. Both.dfithese developments have a significant
effect on possible policy initiatives relatingito increased work obportunities for our
senior citizens. ‘ . R ) .
As you know, the President’s Commission on Pension Policy was established b
- Executive order and authorized by Congress to provide the country with an overall
retirement income policy. Put simply, our aﬁgeeent system of retirement income i5 a .
hodgepodge. We have no overall national pension policy. Nor has the country
arrived at_an accepted definition of what constitutes an adequate retirement
income. . » -
The Commission will be issuing an interim report to the President:and the
Cor;ﬁress in late May. Many of the issues we are discussing today will be ai
*in the report. In fact, one of our study groups is ex to make specific recom-
mendations regarding employment opportunities for the elderly. And, this overall
question will be addreese& by the Commission as it considers the relative roles of
P social security, employer-based pensions, personal savings, and work in providing
- income to older persons. N .
I think you can understand my role today as Exécutive Director. My comments
cannot be as specific as those of the other panelists because the Commission has yet
s to make its initial policy recommendations. - . .
¢ At the very heart of our study and recommendation lies the question of how to
provide older Americans with an adequate level of income in their later years. The
s country’s retirenient income regources, both public and private, are already strdin-
%at their limits. We can expect that increaging amounts of the national income
od ill be devoted to pension bquﬁktg\in the, very nefr future /as our population ages
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and livég loriger in'retivement.” """ s . - SN
. Total retirement, disability, arid survivofs | Beggﬁts have gréwn from 2 pe: of
o the gross natiohal product in 1950 to 8 ){evrceﬁt of the GNP in 1975. Q% , .
In the face of-mounting pressures rought about by increased iopsbenefits, *
& high rates of- infjafion, a/ aged, population which is living r in .
. retirement, #is"Wvious thht the, Nation’s-policymakers must examine evergsoption 2
in‘pxp'%ding additiomal intome resources to thie elderly.ZIt would algo be good policy
. toengolirage m dividual initiative. < " 333 .5, . e . . .
Oné policy ghitiative to relieve the intergeﬂera’ffona},%ependéncg and finanéial
strains on ou'r retirement syste d bé to in work-efforis.vpluntapily. This . .
o * could be accomplished through v@;k intentives ﬁcregedjob opportunitieg fof , -
older persons. . N AT - N AL S e
I do not mean to suggest that increased employment OpYo;tﬁnities fof, the dlder?«”%_ :
worker is a . There are, unfortunatély, no simple solutipns. The nPand . - -
future problems associated with retirement income, %%lic){ﬂre ‘g,qiny @ﬁequire’an i 8
upusual degree of insight and-understanding on” the patt of the* policytpakers: i
However, e%lﬁtﬂble and efficient answers-can be found. . Ngeeo ,
The trend over the last several decades hascbeen for amore males_in the ‘age<« &
categories 65+, 60-64, and 55-59, to leave~tife labor force. Althougly éatly, retire-
ment under sogial security was provided for males in 1961, the decade of the ¥ i
seventies has seen the largest drop in labor force pm'ticilpat'ion in the®age categorys ™ + .
60—6% In 1979, only 62 percent of thissgroup are in the labor force cot;?ar t0 75.> £ ° ¢
¢ Esr:é t in 1970 and 78 percent,in 1960. The proportion of women aged 60-64 }ds N
.also dropped,in the seventies aithough still above the 1960land#1950 figures. Older:
women been experiencing a countertrend of increased participation. :?
And, while pther workers ienerally exrerivence lower unemployment rates than
yonnger workers, their length of uﬁ‘em& oyment tends to be longer. The highest
average duration of unemployment,in 1979 for anly age‘group was the 17 wéeks for
‘ . - — I .
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those aged 55-64. This compayes to about 11 weeks forvall those 16 and- over.

“ Lengthy periods of unemployment may lead to early involuntary retirement or
becoming a discouraged worker and ceasing to look for.a job. .

As you know, workers aged 40-70 are protected from aﬁeAdis]?-imimtion of the

- job by the Age Discrimination in Employment Act (ADEA). However, litigation

' under ADEA indicates, and surveys have shown, that such discrimination exists.

And, although the 1978 ADEA amendments increased the fermissible.mandabory

- retirement atge from 65-70, early indications are that this will do little to keep older

workers on the job beyond age 65.

There are usual‘liy at least three elements
every retirement 1
relationship of the worker to the job. Surveys have shown that poor heal

: paramount im%ortanee. Yet it can also be a socially acceptable reason for isi
dislike of a job or inability to find employment. But, by, and large, poor -heal
- literally. forces some people to retire unwiliingly and js_g deciding factor for other
** volun retirement. llness is also important in very early'retirement.

The mlationsm of the worker to the job is a factor that may keep older workers
ort the job or them. into retirement. Some workers may wish to retire at the
earliest possible moment while others, when asked when they will retire, confident-
g reply “never.” Occupations and the mature of the employer are also fa .

ersons who are self-employed in small businesses or professional practices do n

resent, to a greater or lesser extent, in

_ have any institutional pressures to retire and have more control over their working ’

" time than those who are employees. §;

retirement ages or pension plans while r firms have both. Persons in occiipa-

— .  tions such as college teaching are ab have flexible hours and favorable working

conditions which encourage later refirement while blue-collar workers in factories

must punch a tineclock and may have.other constraints #nd less favorable working

conditions which enco early retirement.

“ The President’s Commission is considering a number of policy initiatives which
’ coul\increase work incentives and job opportunities for the elder y:

Elimination or modification of the social security earnings test. ¢
_Alternative work patterns. In order to retain older people in the labor force
we might encourage part-time work, staggered work hours, and sabbaticals.

3 Work sharing is another ibility. -

Retraining. Another approach would be to retrain older workess if‘the labor

force and to offer increased educational opportunities to accomplishjthe same

purpose. .

At this point, let me describe why work idcentives for the eld;Iy so impor-
tant by giving you some of the preli results of a nationwide survey on
retirement income questions which was sponsored by the Commission and several

- other Government agencies.! -

- According to oursurvey, we are witnessing the dlstm:mg development of a two-

~  clase system of retirement income in this oountfy.

. One group*of senior citizens lives fairly well in retirement because they receive

e social security benefits and some benefit from an employer pension.

. A second group of older Americans has to rely primarily on social security to

maiptain a minimum standard of living in retirement. +

e question for national policymakers is: should we, or can we, allow this

development? : .

- Let me list a few results of two nationwide polls which vérify my point:

According to the first results of a survey conducted by the Department of Labor
and the Social Security Administration, pension coverage in the private sector has
flattened out. The DOL/SSA survey shows that 49 percent of the full-time working
population in industry was covered by a private pension in 1992. By 1979, the
cov¥erage has only increased to 51 percent 2 (see ¢ 1). N

According to the same DOL/ survey, §esting. in the private sector has in-
creased because of ERISA. In 1972; 82 percent of thgse covered by private pensions

firms tend-to not have mandatory

ol

!The President’s Commission on Pension Policy, the Department “of Labor, the Pension
Benefit Guaranty Corporation, the A istration on Aging, and the Social Security Adminis-
tration are sponsoring a $1.2 million nationwide, random survey and analysis of 6,600 house-
holds on'retirement income iseues. The first wave of the survey was conducted in, October 1979
by Market Facts, Inc. A followup- survey ou some questions will be conducted with the same
N respondents in October of this year. Final survey analyses on the primary questions relating to
. the im of social security, employer pensions, and other forms of retirement income<on

peraonﬁ savings behavior and capital formation is beix? done by SRI International.

-, *“Survey of Pension Plan Coverage, 1972 and 1979,” Department of Labor/Social Secuﬁty
>+ .. Administration. e -

-
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" were vested. In 1979, 48

’ J

cent of those covered by private pensions are actually
entitled to benefits. . ' .
According to a poll s red by the Commission, 579 percent of all workers
expect social security to be their primary source of retirement income, 21.6 percent
expect employer-based pensions to be their main support in retirement, only 15.1
p¥rcent expect to rely on personal savings, while only 1.7 percent hope their tamily
or_children will support them in getirement (see chart 2).
Our poll also*found an overwhelming majority of the population, 88.7 percent, say

“‘that they will deﬁniteli', or probably receive social security benefits, 47.8 percent

g;xticipate that they will receive benefits from anf employepbased pension (see chart ~

Qmr survey also found a profound pessimism in this country regardless of age or
sek, “about their retirement prospects. When asked whether they expected their
retirement income to be adequate for their needs, 629 ?ercent answered probably
not or definitely not. This response shows that the people are not confident of the
ability of our Nation’s retirement income systems to provide adequate benefits to
the retired (see chart 4).

Along the same lines, 51.8 percent of those surveyed said they expected to live at
“a lower standard of living after. retirement (see chart 5).

Without generalizing too much, the survey found that, women are more pessimis-
tic t men. And, 6ldger workers facing retirement are more cautious than younger
worKers. tos

Our survey respondents aren’t optimistic about future economic trends mer,
58.3 percent expect continued, high inflation every year while 61.4 percent forecast
that the country’s economic conditions will get worse (see charts 6 and 7).

What does this mean for pension policy? Restating my earlier remarks, work
oprortunities for the elderly and individual efforts become much more important
policy objectives. At present, income from empl’ci‘)l:lment is not as significant a source
of support for the elderly as it was in the past. That's because of the well-document-
ed trends over the past two decades toward earlier retirement. Even though many
pension benefits may be actuarially reduced and people expect inflation to continue
at high levels, our survegeshows that 47.5 percent of the working population expect-
ed to retire at age 62 or before (see chart 8). )

In conclusion, let me commend the committee for its interest in this area. I hope
that the work and recommendations of the President’s Commission will add impetus

RIC

to your thoughtful efforts. ~
- CHART 1.—PRIVATE PENSION PLAN COVERAGE
{In percent)
Coverage * ~, o 1979
MB.. ot e e s e s oy s
Female e .o - . 38 41
Tol o i e e v o s 49 51
3 Fufl-tme workers, age 16 and over, exchudes seif-employed.
Source: DOL/SSA.
CHART 2.—EXPECTED PRIMARY SOURGE OF RETIREMENT INCOME
) fin percent] *
m -
18-29 30-39 A0-43  50-59 60-64 65 plus

Soctal secunty (57.9 percent) .

Female ... v v v cererermnns varne o 153 583 68.9 136 87.8 ° 804

M ..o s e s 420 376 453° 493 67.1 15.2
Employer-based pension (21.6 percent): . ) ‘

(1= UV 3 | 164 157 152 82 86

MA s e e s e 5249 36.6 U6 347 223 142
Personal savngs (15.1 percent)- » . '

FOMUB ocvvore v veeecrar + cenres on v sresiens s 174 16.4 9.0 53 .69 8.2

Make.. ... ... 8.6 202 61 93 15 74

»
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CHART 2.—EXPECTED PRIMARY SOURCE OF RETIREMENT INCOME-—Continued
’ [ percent] . B
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tncome from children or famly (1.7 percent):

CHART 3.—EXPECTED SOURCES OF INCOME AFTER R‘ETIREMEN'F
(in pecent) oL .

L ® Socl securtty m":m
51 . 360
6.1 161 .
171 156

o’l7 322

CHART 4.—Whether retirement income adequate for financial needs

. . ' "Percent

Definitely adequate. 3?;
Probably not adequdte - e 338
Definitely not adequate . : 29.1

-

-, CHART 5.—Expected standard of living after retirement

v

Higher standard of living -
. About the same standard of living .
Lower standard of living A

’h

CHAzrr 6.—_Opi;lian about future inflationary trends

" High inflation will continue each year
Moderate inflation/léss than now
Inflation halted in future >

CuArr 7.~—Expected change in country’s condition

.Impx:ove "
Stay about same
Get worse
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) . CHant 8.—Age at which respondent expects to quit working full time
' h . ) (In percent] - *

o Less than‘65 ............ounrvvoerrene 140 65 a9

% T BS.. : , 13 66 2
o 56 n 2 67 2
7. 5 " 68 5,

e . 58..c & 6. . 1

. 59.. X 3 .70 5.1

60.... 99 M b B

61 y 4 12 oo 2

R .62 \ .o 143 T8 1
63: 10 I

. L~ R - .5 T5and over......ceeieenninns 24

~._ Senator CriLEs. I Would like to start off with this question. About

~ the cost of later retirement to the employer; wouldn’t the salary of

the younger worker be cheaperiWhat about ‘fringe benefits—such
as l;ealth’ and life insurance—won’t these actually be more expen- .
sive? - .
. Mr. Rosow. Part of that statement is true. We build seniority
. . into compensation practices in the United States and that isa -
- recognition of both the quality, the loyalty, and the continued =
service of people, particularly when they reach a peint when they
are not continuing to be promoted. However, in our report we
make a point of asking employers to gake a new look at the
+  equation. e .8
The old stereotype, that |it is always cheaper to-hire a younger
worker, now should be set against the quastion of what it costs to °
, retire an older worker. In other words, we say to employers, take |
the pension value of the person retiring and deduct it from the
and benefit cost of the person remaining as an active em-
’ oyée, and that is the net cost effect of keeping an older worker °
. , versus hiring the yotnger wosker. We don’t believe that this equa-
tion has been surfaced or oriented for use in industry simply be-
cause of the way in which the books are kept. The employment cost .
shown on your direct payroll as a manager of a department or a
. .. profit center is the active employment cost, and the inactive costy
- that are carried through an actuarial fund are not charged back i
. the books to the individual operating profit center. Therefore, yo
have an incentive as a manager to retire an older worker and hire
a younger worker because the way the books are kept shows a net
reduction of cost. If the pension costs were added to the equatidn, -,
which part of the true cost of the employer as a whole, you get a
different answer. . : . :
Dr. SueppARD. May I put Mr. Rosow’s point on a more personal

-~ anecdotal level? T meet pension fund m. ers who say they are
gettmg very irritated by their payroll yhanager peers who are
- umping their problems onto the pension fund. .

I also want tb add that you have to reckon in the costd of_
recruiting a younger worker, training that,younger worker #nd‘
losing that "younger worker through- high turnover. There\have"
been some case studies on an individual firm basis showing all
these costs, and not concentrating simply on a single variable of
the wages of the older worker versus the wages of the potential
apéﬁicants; that the problem is not just wages. t must be consid-
ered. : .
. LY o~
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‘ Mr. BATTEN. Onélof.the points that should be made is that in the
7 Federal regulations to the 1978 amendments to the Age Discrimi-
’ “nation‘in Employment Act it allows employers to cut off or freeze )
».... .bension accrual after age 65 and an individual who is, hired after -
~ ~.age 60 need not b¢ enrolled in ardefined benefit pension plan.
~———Furthermore, as far as life insurance and disability costs go, an- - .
.« ,, employer is only obliged to contribute the same amount as he does R
- . for younger workers and he can pay the older over-65 individual
##less benefits. So the discriminatory features of these regulations
tend to mitigate the costs,of hiring and retaining an older worker
‘and I think they should be eliminated. .
* 'Dr. SuEPPARD. Mr. Batten should mention—I am sure he meant
to—that the employer saves money with the 65-plus worker be-

* “cause he does not have to pay as much for ,medicare. e
Mr. BATTEN. That is true. L.
. Dr, SHEPPARD. All are requiring their employees §5 and over to -

register for medicare which saves them a few bucks.
Mr. Kunze. Your criterion is the one that employers ude as a
truism and they use it in their wer planning and that is one
‘of the reasons why older people %ﬁ have difficulties. As\Dr. Shep-
pard has said, there are many factors involved and many emplqy-
ers have not even made the effort to find out whether this is
ccorrect or not. Dr. Sheppard mentioned turnover and training costs
as very important, but in some industries, especially some occupa-
tions, you have a problem’of poor quality of workmanship among
your younger people, causing higher rework costs. Whether the
costs are higher or not depend really on the company, the product -
and the circimstances. : . ° :
Senator CHiLes. In ‘the President’s proposal, of course, he hat
s proposed that we would have the émployer pay for the medicare
benefits of employees, over,65."That is-something that I opposed in :
the Budget Committee markup—because any savings that might’ '
result frofn that, I think, would. work *as a disincentive if the
employer was.forced to pd¥ that. I think that would be one miore
¢ reason’théy would losk™at why they would not hire older work%\
« ~and{ thini that is the wrqng place to try to get savings. As yo -
" -‘know, we are goihg to be hearing from the panel of corporate
.+ éxecutives to get their vidws on these issues and I would like to
“+ know from you gentlemen "what kind:of questions you .think that

we ought to be asking them.- : ) .
Dr. SuepparD. What about asking them to come equipped with -
the very systemic, analysis -of the of retiring older workers

¢+ -:and Hiring younger workers in_terfis of the varisbles we have
. * mentioned? Recruitment costs, hiring costs, traingl'.ulxg costs, ' ger’ P
+ page and. wastage, and callbacks. There is certair absentz'::
turnover.- . . - ) N :
Incidentally, Segator, you know-the way a variety of economists
£ ' can flipflop on dig’e‘rent problems. .Three years ago there was talk
3 about how we have to get rid of older workers because they are nof
+. * very productive. Now, they are talking about the declining youth -
. population in the work force, and that with the aging of the work ~
% force; we can count on productivity improving. ‘So I've been agking
+", " .them to make . up their minds on what is the righti “perspective.

® '.P.
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Mr. Barten. I think a very important question to lay on the
table for the employer group is'the kinds of information they need
to help resolve the issues of the aging worker. For example,”section
3 of the Age Act mandated a large educational program to get the
kinds of facts and information I have been hearing today to the «

- employer community so they can use those. Now part of that
depends upon, of course, the Government agencies who are sup-

" posed to sum this up and"deliver it, but one of the things to do is to

simply inventory them.

In many casés these age discrimination cases are not deliberate,
they just happen because of stereotypes, ahd because those who

. make the key-decision simply lack the information. I think if you
, shared that with the employer group, then you don’t look at them .
in terms of oversight but really reaching out to them and saying
that you and the committee and the Gzivernment, as such, want tos
«  facilitate older worker needs that but let’s hear it from you what
you need. In many cases a little inventory on what they think the
critical issues are that they need to know would be most helpful for
all parties Concerned with the positive utilizations of the older
worker. . — »

Mr. Kunze. I would like to have you ask them what “policy

statements their company has regarding older workers, and also
. wheth®r age has.been incorporated: into their affirmative action
_— programs. Some companies have: added age to their affirmative
action coverage. In many cases, as you gd®down to lower supervi-
sory levels, the less-informed supervisors are not aware of the Age
Discrimination Act and related legislation. At higher levels there is
some awarsness of the legislation, but it does not get down to the
action levels where the discrimination actually takes place.

One good reason for a policy is that people read them. Policies
are guidelines and are taken” seriously because many have been
burned by not following policies in other areas. One way really to
help this whole cause is to encourage top managemeqt people to
issue policy statements on age discrimination and compliance with
the act and also to simply place the age variable in their affirma-
tive tax programs: . ' ’

' Mr. Rosow. I misunderstood Mr. Kunze's.comments. As a result
of our survey of the 1,300 corporations, me’ny wrote to us or called

us and. said: .
We don’t have any special programs for older workers but we are anxiously
Lookmg forward to your repo e would like to lcok at it in térms of what we can
o.

~As we began drafting even the title of the report itself, which we
originally titled “Personnel Policies for the Older Work Force,” we
realized that that suggested a dichotomy in policy. Our national
advisory committee of labor, management, academic, and Govern-
ment people, pointed out that we should talk about all workers—
not ginide gn the basis of age, sex, religion, national origin; or
anything“elte. We did' not want to pit the older worker against
ebody else, or the younger worker against the‘older worker. So

in our report, which deals exactly with what Mr. Kunze is talking
about, we have asked corporations to reexamine all of their person-

nel Fo}icies to eliminate age discrimination that is either overt or
implicit. For example, in development programs *it may not be
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stated in writing, but after a certain age, say 45, you are not put on

" the executive development track because the assumption is that
you are burned out and you are not going to make it. .

That type of thinking has to be eliminated. So we talk about age-
neutral or age-sensitive approaches, based on the kind of informa-
tion that we are. receiving from biomedics, on the increased vigor of
people, and on the law, all these things combined. So I would argue
for a broader set of personnel policies but not ones that are prefer-
ential toward the older worker. .

. One last comment. One of the biggest problems in the eighties
tha? this Congress, the Government, and the private sectdr muist
face, is that the baby boonr of the post-World War II period is nowe
a middle-aged work force congestion problem in the 1980’s. We are
going to have a 52-percent increase i the labor force. of people
from age 25 to 44. Therefore, we are facing a problem in the, period

of slow economic growth, high energy costs, and high inflation: The
problem the employer faces is that of a tradeoff, or a rebalancing,
of the policies tgat this commttee “would seek—and as we in our
testimony have urged—in the face of the demands of the relatively’
younger, highly ambitious people, who want recognition and ad-
vancement. 6 . o Rt

Mr. BaTTEN. Mr. Chairman, I think I would have to disagree
with that. If we had a race neutral policy or a sex neutral policy in
human resources, a lot of women would still be secretaries and .
blacks would still be loading something. or other in the backroom
or something like that. I really think older workers have seen. this.
They have seen the blacks get jobs, they have seen women gain
advances 'and they have seen the Chicands imake it. An older
worker civil rights movement is a real possibility.. With alt due
respect to those over 65, they seem to accept retirement, bus your
55-year-olds are a different kettle of fish. That is a bad analogy, I
guess, but théy have seen the civil rights movement come and go
and they are not going to sit back. They are a sophisticated group

rfectly capable of spearheading their civil rights movement. They
earn from the blacks and learn from what women have done.
Otherwis, if you don’t meet your older worker fairly and squarely
in the workplace, you are going to meet him in the Federal district
courts, . - . .

_ Dr. Wooprurr. One of the questions the Commissich is grappling
with, is pension accruals for workers after age 65. Proponents of
"work incentives for older workers have supported the idea of pen-
sion accruals. I think one of the questions that we would like to
have addressed by the emplog'er -group would be whether their
attitude toward workerg over 65 would-change if pension accruals
are required. = ¥ .-

The flip side of providing more incentives for work is that there

* are no cost savings for pension programs themselves. A concern
that we have wi requirini the accruals is whether that would
lead to discrimination of workers in those age brackets. ~ ) -

I might add also that our chairman will ‘be among the "group
present:in%l testimony on May 13 and we hope ‘also that. he can

- share with you, in addition to his own corporate policies, some of
the !;.)treliminary findings contained,in the Commission’s interim
report. : )

IToxt Provided by ERI
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*  Senator CuiLes. Senator Heinz.

Senator Heinz. Thank you, Mr. Chairman.

I would like to ask Dr. Sheppard one question. As I recollect, in
your remarks, Dr. Sheppard, you indicated that there was delay in
the implementation of the 1978 Age Discrimination in Employment
Act. Were you referring to the fact that the transfer of enforce-

. ment responsibility of the ADEA from the Department of Labor to
EEOC caused, a period of confusion, or were you referring to the
other facts? '

Dr. SueppARD. I don’t recall having sgid that but I am concerned
about the transition problem. Whe referred to ADEA it was
with refererice to our schizophtenjd. We have this act but we also
have some contradictory policies. .

1 do believe there is much more to be done in<implementing the
Age Discrimination in Employment Act, for example, an education-
al program among employers. I think we have to work on the
assumption—it is a good working assumption—that a lot of- this
has to do with ignorance and unintentional behavior and also
stereotypes. I am convinced most of our decisions and our beha-
viors are based on images in our mind.” . .

Senator HEINZ. A number of people touched on the question of
whether we should be more actively enforcing the Age Discrimina-
tion in Employment Act and the 1978 amendments. There are
many ways of going about the enforcement. To what extent do
you feel, for example—and I ask any of you to join in response to

' this question—is there proper emphasis within the EEOC affirma-
tive action guidelines for the age discrimination in -emplo t
questions? .

e -

Dr. Suepparp. In the first place, the act does not ‘require an . -

«~&ffirmative action program. That could be considered one of the
weaknesses. - - .

- Mr. Kunze. Correct., .
Senator HEINz. Starf on the left with D. Schaie and work across
with your responses. ¢ < - '
imin

_Are you urging that age di on in employfnent be -cov-
ered by affirmative action? Yes or no? .

Can I get a yes or no answer out of anybody? ;

Dr. SHEPPARD. Yes and no. .

Dr. ScHaie. That is' right, the answer really is yes and no.
[Laughter.] . ‘ «

S?ator HENz. You gentlemen should be up here. [Laughter.]

DR ScHaie. I think there are good ‘reasons for a .yes and no
answer because in one sense, as has been recognized, aging affects
all of us s6 that at some point along the age scale we, 1 think, do

have cor;tradictori}; interests. One of the things we have to be most.
t

careful about is that we do avoid what may be showing up on the
econdmic side already as a generational conflict. I think part of the
real time bomb here is the intergenerational conflict and that is
Something we must avoid. There may be some better alternatives
for the elderly: I would argue, yes, of course, there ought to be
affirmative action but I am also concerned about: social peace in
our country. I' therefore say, wait a minute, let us think carefully
° about this, )
Senator HeiNz. How much disagreement is there with that state-

ment? . : .
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Mr. BATTEN. A lot. One, we have affirmative action programs by

the Executive order that covers about everybody else imaginable '
from the handicapped to the Vietnam era veterans to blacks to

Chicanos to other minorities and it does not cover older workers.'
Again it gets back to the point of what I said before. Age discrimi-

. nation protection is like half a loaf of civil rights. Either we are

ERIC
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consistent and allow this group of individuals to uparticipate in the
civil rights protection of the Nation and especially the affirmative
action policies of the Government or we are not. As it stands now,
we are discriminating by denying them access to the affirmative
action programs. So I think we have to get off the stick and just
simply be consistent or review our whole social policy and'I don’t
think we.are able to.do that. N

Senator HeiNz. Mr. Kunze was nodding his head in agreement
with, what you said. ' - ’

Mr. Kunzk. Yes.

Senator HENZ. Mr. Kunze is a very active member on the NCOA
and is not discriminated against and being left off the record here.

. Mr. Kunze. I would like to read a paragraph from our public

policy agenda. . N

Dr. SuepparD. Excuse me. I want to mention until. May 1 I am a
mb%mber of the board of directors of the organization he is talking.
about. -

Senator HeiNz. National—— o

Mr. Kunze. National Council on the Aging. ’

This is a part of our policy—it is a policy statement, and reads:

We recommend modification by legislation, if necessary, df uniform guidelines on
employee selection procedures adopted by EEOC and other Federa agencies to
include age as a prohibited basis of discrimination. Further, the President should
modify ExecutivezOrder 11246 requiring affirmative action statements and plans
from organizations receiving Federal contracts to include older workers as a protect-
ed group. These actions woyld opén ‘new avenues of legitimate scrutiny of the
treatment of older workers without unduly burdening employers.

I cannot understand why four departments of the Government a
few years ago spent all this time and_effort on these uniform
selection guidelines, and neg%bbed. to consider age as one of-the
variables. I cannot understand the reason for that.

*8enator HEINz, I think that is certainly unequivocal. .

Let’s assume for the moment that we are successful, whether it
is by increased education and training programs, whether it is by

irtue of employers being incredibly farsighted and seeing the
\‘,%lue to them of keeping these more mature, more experienced,
and in many respects wiser workers in the work force as a means
to improving their productivity by whatever means that we succeed
in getting more people to work longer voluntarily. At whose .ex-
pense will that be? Will there be a genuine’or a false intergenera-
tional conflict? Will there be 'fewer job opportunities for younger
ﬁple, women, minorities, entry level jobs, or will there not be?

at is likely to be the case? ~ ‘

Who would like to tackle these questions?

ﬁ]P‘r' WooDpRrUFF.,I would like to start and then maybe others can
in.

On the issue of future intergenerational conflicts, I think we
have to look at future demographic trepds. Future trends would
indicate a shrinking labor force after the turn of the century. [

59 .
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don’t think we should assume that the apparent younger worker
versus older worker conflicts that may appear to be present as the
baby boom enters into the mainstream of the work force will
always be with us. We can expect in the future that the number of
new entrants to the labor force will actually decline. I think that in
the future the real intergenerational conflict potential is between
those who are retired and those who are in the work force, not
between younger workers and older workers.

'Dr. SugppARD. I would like to expand on that, Senator. The issue
is not inteérgenerational conflict vis-a-vis availabi]ity of jobs, which
incidentally is based on a certain assumption about a fixed lump of
labor supply theory. The real issue, as I see it, is whether or not
the younger generation is going to continue to be willing to pay
adequate support burdens in retirement, especially for groups of
people who don’t have to be retired. In meetings with young people
and mixed-age audiences, I tell them I think, I pray, I hope to God
you get the-biggest wage increases you can from your employers
because.you are going to need more in order to pay for those who
are going to be retired who you think should retire to make room
for you to have jobs. ;

Mr. Rosow. I would like to take a qualified position on the
affirmative action guestion. I don’t think it is a total unmixed
blessing and I don’t think we should ignore the fact that the
majority of the American work force is older. When you are women
or blacks who are not in the work force and you are ,setting up
timetables and goals, you are trying to raise the level, but when
you already have a preponderance of older people in the work force
it gets to be a prefty difficult problem for any management or any
employer to see how to be equitable purely on the basis of age. So
then you have to get into very concrete analyses. It is a very, very
tough problem, and I know this is nof popular with the advocates
at this table and many people in this room, but the realities of it
are that it is a trend and-it Has a lot of problems in it we sheuld .
not oversimplify. = .

Second, we should not ignore the fact that the American labor
movement—I arg not a spokesman for big labor but we had labor
on our commite—is not pushing for the extended working life.
They are saying basically, two things. One is, we want better pen-
sions and earlier pensions.-In other words, we like the 30-and-out
philosophy. Second, we feel it serves two goals. One is it gives our
people, many of whom don’t like their jobs amd are ready to have
some leisure before they die, a chance to retire and have a pension;
and it also shares work with other younger people in the declining
industries, particularly in manufacturing where unionization tends
to be heavy. . . ® X

I must say I was shocked to find that there was such a strong
position of American labor with regard to the extension of working
life but you can see that this is dealing with a labor market
phenomenon. We know that in the 1980’s the labor force growth is
going to decline from 2.5 percent té about 1.5 percent per year so
we do haye a problem of internal competition. .

Finally, as I said in my introduction, Mr. Chairman, Senator
. Heinz, and Senator Percy, the factor of choice is very important.
There are many people in our society who want ;to retire or who

5
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want to go into a phased retirement or change their lifestyle from
a full commitment to work, and that choice should be open. We
argue in our report very strenuously for the use of incentives and
for use of choice.

Let me give one illustration. When a person reached the social
security age of 62 and goes out and starts drawing a social security. .
pension for himself and his wife who is also retireo,/that is a big
"drain on the social security fund; but we don’t give that person
incentives under the law to continue working.

A good question for the employer, apropos Senator Chiles’ ques-
tion to the panel,"is how would you feel if older employees were
exempt from social security tax. when they reach the social security
age eligibility level and you as an employer were also exempt from
that tax. That would represent almost a 7-percent incentive to both
employer and worker. The otRer thing is that at the present time
the law and social security have been amended to give the amnu-
itant who passes up retirement and stays working a 3-percent
annual increment for coptinuing to work. That is far below the
actuarial savings to th€ fund and I would recommend that the
Congress look at improving the incentives for older people to
work—economic incentives—and to make the choice wider and
more elastic and to make thaose incentives also available to employ-
ers. So I am for the use of enforcement.

Senator HEINz. My time has expired, Mr. Rosow. I think you
make arn excellent_point. I suspect that we would be well served to
realize that we are talking about two rather distinct issues, at a
minimum. The first is, how do we structure what we have in this

try to encourage thosé people who want to work, to work from
age?65 to age x, which currently may be 70. That, -I believe, is a
critically important: question.” Perhtaps even more important thian
my second questiof, which in terms of actual numbers of people, is
what 'do we do aboyt age 70 as the cutoff for the extension of the Age
Discrimination in £mployment Act provisions?

I don’t ask any of you to comment on this, but I want to state
the record, I think that the second question will require a conslder-
able amounf of careful thought to determine how, or whether, or. in
what way we should address the issue of qualifications, standards
objective criteria<-if any—by whith we would judge a bona fide
means of an employer bri(% about retirement. There is a con- -
flict in the panel, I sense ether we should or should not have
objective criteria. grls a legltlmate issue and an extremely difficult
issue, and I hope that the committee will find the time to address
it, if not today, on another occasion.

I can imagine the equivalent of OSHA, Occupational Safety and
Health Administration, laws. We have massive books of guidelines
of exactly how you address jobsite safety, and I could imagine
almost—and I do not say this with great welcome in my heart—a
similar heavyhanded approach to regulating employment of older
workers. I don’t know what the right answer is, but in fairness to
Senator Percy, I cannot glve you the opportumty to respond to
anything I have been saying. I want to. raise the issue, and then I
am going to let Senator Percy deal with you and it.
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’- STATEMENT BY SENATOR CHARLES H. PERCY

Senator Percy [presiding]. Thank you very much, Senator Heinz.

If any of you would like to put into the record comments in -
response to Senator Heinz' question, we will keep the record open
for that purpose. : : ’

The subject -you are'dealing with is extraordinarily important. I
have grappled with it  all my corporate life—struggling to find
gnswers. Now we have a whele new set of circuffistances. Ruinous
inflation is destroying® people’s ability to retire in comfort. Cer~
tainly the primary consideration in workers deciding whether or
not to retire is the adequacy of theif income level, no question
about that. } . ’

I have two questions to put to you. The first one deals with
lack of portability of pension credits. A mobile worker is likely to
receive a smaller benefit from a given pension than the worker .

*  who stays in the same job. This is due to a variety of reasons such
as the worker was not on the job long enough to be vested in every
nsion plan. What steps need to be taken in the short term or the

ong term to provide increased portabijlity of pension credits? ’

Mr. Rosow. Qur study, Senator Percy, looked at this question. I
was disappointed that our advisory panel was se split on this issue
because of its controversial character that we were unable to come

* up with a concise recommgndation. Speaking for myself rather
than for the institute report, with my background in both Govern-
ment and industry, ;I believe you are touching on an extremely
important problem é) improve the productivity of the Nation and I .
beljeve that as we have increased vesting under. ERISA we have
failed to really look at the potentials for portability. :

I see two things happening. One is that with the broadening of
the wage taxable base under social security there is a growing
possibility that if the present 1978 amendments remain in effect

without Congress backing down on those high tax rates, when we ‘
get to the taxable wage base of $42,600 by the year 1987 we could—"]
well have preempted a great part of the private sector pension :
coverage and in effect h created a national pension base with
built-in portability depending on what happens to salary trends
over‘the period. - T
Second, I would urge, apart from that, for more experimentation
with portability. For example, in thrift and savings plans, one of
" our proposals to the Congress and the Treasury is.to allow workers

- who leave a company to take their thrift and saving plarr and

establish an IRA account with a bank or brokerage firm that would -
qualify as a parttal type of portability. )

I think portability is very critical to productivity. We have a lot
of evidence that employers are beginning to realize that man

. f)eople in their forties who have topped out on their career won't

eave because of dheir pension investment and therefore they are. -
: working at half level. They are not very happy, the company is not
- very happy with them -and they carry this problem on and on and
: on simply because of the pension. o

N

- Senator PERCY, And the nonportability. v

. Mr. Rosow. The nonportability of the pension.
Senator Percy. Thank you, Mr. Rosow. -
Dr. Woodruff. g
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Dr. WoopRrUFF. Yes, Senator. One of the toughest questions that -]
we have been addressing at the President’s Commission has been .
the/ question of whether any way can be found to increase our
reliance on the advance-funded private sector pension systeth and -
' to decrease the dependency on a pay-as-you-go system. We have )
been looking toward the private pension sy3tem because of all the
demographic problems that were raised and discussed earlier here
today. Last week we ‘sponsored a roundtable discussion on the -
question of whether we should recommend a universal private : 1
pension system that would include as part of the proposal, a porta-
ble benefit for all workers. One of the problems in trying to design
portability in the priyate sector is the low amounts of coverage in
the private sector that I mentioned in my prepared statement. In =
the private sector, someone may have a benefit, move to another -
employer and that employer may not have a pension program.
The questions of portability I think must also address-this prob-
lem of low levels of coverage in the private sector. We are strug-
: Eling with the’ question of how, through voluntary means or possi-
. bly. through some mandatory, system, we can make the private
-pension benefit system more universal. That still does not address
the question of inflation protection.
Currently the’ social seciM®y system is inflation protected: As
ou kpow, most private sector pension programs do not have that
. kind of'protection. So I think that is another problem in addition to
‘portability- that we need to address. We want to see a greater role
for the private sector pension system in helping to cope with both
. problems. : = '
Senator Percy. Under ¢urrent law, employers participating in
qualified pension. plans may not make contributions, to individual .
retirement accounts. - : ‘ s - .

Ve

’ .

Dr. WoobrurF. That is right. . ’
_WJenator Percy. From what I have seen\I would like to see them
- able to contribute to an IRA as well. What ‘would be the impact of -~
allowing pension plan participants to contributé to IRA’s? o .
Dr. WoobRrUFF. That was permitted fora bNef period in the early
sevénties immediately preceding the enactment of ERISA. ERISA
esséntially took away that option. There is some evidence in 1972, .
in 1973; that a large number of new plans wére in fact. formed. It is
unclear, however, whether, ergploy'ers decided to establish plans
because there was some cost-sharing with the employees or wheth- -
er the employers were establishing plans in anticipation of the
enactment of ERISA. We are looking very seriously at that ques-
tion and are likely to make recommendations on whether employ-. .
ees should be permitted the same tax treatment .on their.dontribu- |
tions as are employers. St . - .
Senator PErCY. Because of the distinction of this panel, I would -
like to get your judgment on one issue. There is a wi espread belief e
that retirement benefits for public sector employées are“substan- °
tially more generous than for their private sector counterparts. Is
that assumptiont correct? P
+ *~ Dr. SHEPPARD. Yes. Lo . -
- #7~ Dr. ScHAIE. Yes. , . P -
. Mr. BATTEN. Yes. ’ Lo
. Mr. Rosow. Yes. L

)
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Mr. Kunze. Yes. . -
> Dr. Woopru¥FF. Yes. . =
Senator Percy. So it is a unanimous vote on that particular,

v score.

I woyld like each of, you to submit f6r the record proposals.that
"would allow individuals to prepare métre.wisely for their own re._-
tirement and not rely solely on Govérnment’s help..My own experi-
ence is that the people who organized their lives the best and made

.adequate preparation for retirement were also the most qualified
and the ones you would have liked to retain. They thought ahead
and planned f%r their retirement. They were able to leave as soon
as they could. Then, there were the-phes that didnt plan for their
retirement years. They thought somehow they were going to be
taken care of by their children or by social security. Unfortunately,
they were the ones that were not prepared to leave. Ultimatelf',
they left under compulsory retirement rules. It was a terrible
hardship on them. w

What is going on now in the field to better prepare people for =
retirement? In 1950, when I was heading a company, I was faced
with this dilemma of people on' retirerdent and not ready for it. We
started a comprehensive retirement program that included counsel-
ing and seminars in the .evenings. Retirement was set at 65, with
an extension in some cases to age-68. Now I believe we have’
extended retirement age to 70. . . -

In looking back, I believe that training program was.an extraor-
dinary experience. The spouses all participated. We held ‘it in the
evenings. Many times people‘canié up to me and said:

' Wae were facing this dilemma with faqr. Here we are, husband and and yet
we have never dared to talk about the problem. We never dared facing up to what

. our relationshipe would be with our children. Where we“would live? What would we
do?-What about ou¥ health problems.? —

I would like to be brought up to date as to what is happening to,
properly prepare. people for retirement. If you would not mind
taki&glthe time, we will keep the record open for a period'of 2,
weeks. .

I deeply appreciate your being here today. I know that those

members of the committee that could not stop by will. benefit
> greatly from reading this testimony. N
If there are no further comments, the meeting is adjourned.
[Whereupon, at 12:17 p.m., the committee adjourned.]

v
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AL o - . .
" MATERIAL RELATED TO HEARING °

ITEM 1. “POSTPONING RETIREMENT: IDETIFYING WORKERS WHO MIGHT
‘DEFER sLABOR FORCE WITHDRAWAL,” REPORT PREPARED BY DR.
HAROLD L. SHEPPARD * FOR THE GENERAL ELECTRIC FOUNDATION

. . INTRODUCTION-

Retirement age policy as an issue for policy debate in the United States has
emerged for a number of reasons; including the belief by many Americans that the
right to continued participation in the labor force without regard to chronological . N
- age, or at least that 65 is too young an age to be used in any compulsory retirement . -
age policy; and the opposite tendency among others, that older workers should
retire to make room for younger workers. Both of these contrasting_beliefs are
tempered by the prospects of an increasing economic purden on a declining working
population, relative to the disproportienate growth of a nonworking, retired worker
population (and that population’s dependent), and on the public and private institu-
« . tions associated with the process of retirement income and services to the elderly.
~Inflation, too, may be affecting earlier plans for retiring at young ages. Tt s
‘ xéx}ially, e notion of a later retirement age has been introduced in discus-.
' si0ns-and debates over the general issue, s one means of mitigating the potential
. cost increases. The reasoning behind the motion is that it is more feasible to support
‘a smaller, rather than a larger, population of retirees. A critical question evoked by
- this idea, of course, is how to bring about or achieve such a reversgl, or slowdown, of -
. current early retirement trends. Raising' the age at which an individual is eligible
= for full benefits under social secutity (now 65) may be one logical approach but it is
4 fraught with political booby traps. A subtle (somewhat covert) redefinition of what =
. constitutes benefits—culminating in social security retired worker benefits
below what' would have otherwise been ﬁx;dﬂwithout such redefinition—is another
approach, which is beyond the scope of this report. Certainly a continuation of the
current high inflation policy (sometimes at a _double-digit rate) can be expected to
" cause many persons to think more than twicé about any previous plans or desires
* - for early rétirement, although this is obviously too high a price to pay, and no one
! advocates above-normal inflation as a way out of anything (except as a means of 8\
paying off older, fixed payment debts). - -
- But what about the ®oncept of incentives—of offering a bonus to workersito delay
. yetirement after, say, 65, at a rate still below that which would be counte roduc-
et tive, as far as the solvency-of the social security system is concerned? le it is
s s ible that a policy of very gradually raising the. age for.full benefits might be .
I~ ntroduced in years tp come, a retiremen&postl;:onement bonus would entail fewer
= political pitfi and in any event, is more in keeping with American traditions of
: no‘tis forcing, but motivating, individuals and organizations toward socially desired
ends. ' « ' .
. > . The ’pu?ose of the analysis in this report is to identify thoee types of worke
- who would be most likely fo reetgond to such an incentive, with a special emphasi
on implications of the research findings over the next?10 to 20 years. The da
derived from a selected subsample of nearly 1,000 men and womerr 40 to 69, ’ ver
old in the labor force, who were interviewed in two American metropolitan areas in "
F— 1978, San Diego-and Denver. The original study was sponsored by the.Administra- K
‘tion on Aging; under a-grant to the Center on 'Work and Aging, of the American
Institutes for Research.? . N
The 'subsample of approximately 660 persons, consists of 'only those workers who

Were:consistently employed, without .any break in'employment, over a period of .
,'k eA . . 4

& .

- _ﬂ‘—' . 3'::4, - Ny
P 1 See statement, page 8. b

P, 2Harold L. Sh L and Sara E. Rix, “The Employment Environment and Older WOM

<, Experiences,!'-final report, Washington, D.C.: Ame can -Institutes for Research, April 1979.
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roughly 3 years. Those men and women who were recently retired, or with any
unemployment experience in that same time %erioa were extluded from the analysis
for this réport, in order to wash ‘out any possible influence of the differences in such &
experience. We are dealing here, therefore, with what might be considered the
~mainstream of American workers, although there is always the possibility that the

San Diego and Denver subsample for this report may not be exactly representative -

of thé total U.S. mainstream labor force. We have no reason, however, to believe

that these workers are unique or atypical, with respect to that national labor force.

1 The proportion of our sample of men indicating that a bonus for tponing ,
retirement after age 65 would be effective in doing so was 42 percent, slightly
higher than the proportion of women—38 percent—also regprting that they would
postpone retirement if such an incentivé were possible. Respondents were first

| asked if social security’s scheduled 3 percent for each year full benefits at 65 are
/ postponedawould be enough for them to think about postponing retirement Second,

/ Hf they said “no,” they were then asked how much of a bonus would be enough for .

. them to consider retirement postponement. Respondents saying “yes” to the first
. " question, and providing some figure in answering the second, afe defined hefe as
/ meeting our first requirement for ¢ggndidacy for retirement postponement.

/ 2. Primarily as a means of improving the chances of isolating the more serious
respondents within the group of workers indicating they would be interested in such
/ a postponement bonus, we added a second requirement, namely that they approve of
the legislative proposal to raise the allowable mandatory retirement age from 65 to
/- 70. The respondents were asked their opinions in March 1978, before actual passage
of those amendments Compared to the responsSs to the first quesiion, substantially
higher proportionsof both men and women &pproved of the proposal. Among the
men, 65 percent approved, compared to 72 percent of the women. Considering the
fact that no more than onefifth of the sample were employed in establishments
with a fixed retirement.age policy, these high-proportions approving of the increase
in age squest that the principle involved has a wide appeal that goes beyond the
individual s own employment situation, :

3. But our focus in this report is on®a typology based on the combined responses to
the two questions, especially those men and womén who (1) would postpone retire-
ment with an appropriate incentive and .(2) approve of the general principle of
raising the legally permitted age of mandatory retirement. (See table 1 for relation-
ship between the two criteria.) When both criteria are used, the proportion of what
we might consider as candidates for postponed or later retirement is considerably
lower than those reported above for each of the two separate criteria. For both men
and women, the proportion is approximately 29 percent (nearly 200 persons). In
other words, 29 percent of the men and women would postpone retirement and

approve of raising mandatory retirement age.® -

v

TABLE 1. —RELATIONSHIP BETWEEN ACCEPTANCE OF RETIREMENT-POSTPONEMENT BONUS AND
' APPROVAL OF INCREASING MANDATORY RETIREMENT AGE

.

'3

Appeove of  Desapprove of
3¢ increase age increase -
Men - °
Would accept bonus (percent) . . . 483 308
¢ Nuhber of cases - . 230 120
v wo"nen ; . . . . A - -
Would accept bonus {percent) I 4 P . 7 412 295

Number of cases . - “ . 204 - 18

3 . - ’

Our purpose here is to present the rates.of candidacy for. retirement postpone-
ment by selected economic, demographic, attitudinal, and other characteristics. For
reasons that will becgme clear as this presentation proceeds, men and women are
treated sepgrately, for the addtional purpose of ascertaining on which charactéris-
tics the men and women in our sample are similar, and on which they differ from
each other, As we shall see, the variables that expiain the differences among men
alone are not always the same as those that explain those among women.

3 While not treated separately in this report, we should note that appx"oxlmately one-fifth of
the total sample of men and women were (1) not interested in any incentive for postponing
retirement and (2) against increasing the allowable mandatory retirement age
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& A& EconomiC AND “DEMOGRAPHIC

INDUSTRY

For both men and women, workers employed in such service industries as busi.

ness and repair, personal services, and entertainment, had the highest proportions

. (abave-average) of, candidates for postpaned retirement (table 2). Among the workers

in finance, insurance, and real estate, only the women had an above-average candi-
date proportion (39 percent).

P TABLE¢2:—CANDlDACY RATES BY INDUSTRY
>, R (b oercmy)
i _ -
Puiic . Business,
a inance,  personal Pubi
' i O M ST QRS e e T OB
transpor. trade estate  enterta.  SHVCR tratien
. . fabon
I . M
Men ... . .. 287 150 289 213 268 296 560 365 30.7 )

. Women .. wevn o 81 L. 125 167 30.6 391 360 33 143

Few men in the construction industry would ?sarently opt for postgoned retire-
ment—only 15 percent could be classified as candidates, in contrast to 29 percent o
all the men ip our sample. Contrary to our own expectations, the proportion of men
in manufacturing who were candidates for postponed retirement was identical to

* that for the total male sample, about 29 percent, while the female rate for manufac-
turing was the lowest for the entire sample. .

The proportions: of the male and female ‘candidates for postponement—when
compared to reg;e noncandidates—curiously point to contrasting industry profiles,

specifically r _rding employment in the ngice industrie\S‘ of the private sector:
‘ ) . PERCENT IN PRIVATE-SECTOR SERVICE INDUSTRIES
. e’ - Candidates ~
oMl G T T
“Women s < - wevim e one e e 854 67149 7

' Tha} is, while the proporfion of male noncandidates in such industries exceeds the
proportion of male candidates in the same industries, the opposite is true among the

women. . ) . -

: &
.OCCUPATION e )

The unexpected finding about men in manufacturihg 4s probably a functjon of
., occupatiorn ‘m](;re than of industry. Manufacturing is not synénymous with blue-
*collar, and when we examine directly the blue collar males and females, we fing
that the proportion of such persons who are likely candidates for retirement-
pestponement is the lowest for all occupations (table 3). Among the meh in the
samgple, only 22 percent of:the blue-collar workers in contrast to, 39 percent of the
lower white-collar men (in sales and clerical jobs) were later retirer%e‘:{n candidates
The corresponding percentages among women were 19 pertent (for’b te csllar), andl

B2 percent jf" Jower white-collai* workers). .a. .
) . DA ¢ , . . v 4
A & TABLE 3.—CANDIDACY RATES B.‘{OCCUPA’TfBN . 5
. L v cr )
?; ) ‘ B _ "ﬂﬁm}] . . \", g" \? . .
. <. T Cessond, Oter e "o S
K, - Total 20 tochcsl Managers pd Bve colar - te
' L el e . "»?g‘:f’:u "
. L 05 . ° 31&‘ V284 294 20 250
. s, B g o3 P LANE I 21l
B ﬂ o . - .n ~ N
v Tyt
’ E . d | "“". - * E" ’ ,‘ N
o, - A . - 6 7 ' )
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INCOME .

Assumipg that annual family-income of workers has some influence on future
income as retirees, we should expect to find that lower income persofs will tend the
most to defer withdrawal from the labor force, and to be most attracted to incen-
tives to remain in the labor force. That'is, of course, what we found in our sample,
regardless of sex (table,4). Comparing workers with under $20,000 and those with
$20,000 or more in afinual family income, about one-third of the lower income
group, but only, one-fourth of the higher income group, were candidates for retire-

ment postponement. ¢ , ‘ ,
TABLE 4.—RATENRY FAMILY INCOME LEVEL .
. O ey . '
[ 3

. oy $20.0004ks
Men . 7. . . e R ] 55,
Women .. . e . e e e 322 54
. ' P .

The ﬁnportance of income is much more pronounced, especially in the case oft.
males, when the*focus is merely on the financial incentive or bonus for postponing
retirement, without consideration of the retirement-age issue. More than 50 percent
of the men with less than $20,000, compated to only 37 percent of those with at
least $20,000 annual family income, were interested in a bonus. Even among
wopmen, the dafa suggest that the critical determinant is the bonus factor, rather
than approval-disapproval of the .extension of the allowable mandatory retirement -

."age. In fact, attitudes about this issue seem ot to be related to income at all.

Aruitoxt provided by Eic:

.

AGE .
The age of the worker appears to provide no explanation for any differences in
candidacy for postponed retirement (table 5). This is clearly the Gase among the
women in our sample. If there is any relationship of age to potential retirement -
postponement among men, it is in an unexpected direction. The younger the worker,
the greater the odds for bejng a later retirement candidate: 35 percent of the men
under 45; 31 percent of those 45-49 years old, but only 26 percent of the men 50 and
older, were candidates. But such differences were not proven to be statistically,

significant. . . .
- ’ " TABLE 5.—RATE BY WORKER'S AGE
' it percent) - RO
E ) . T 55-69 °
Men... . .37 Tew S, e ms By - 7
Women . oL e s e 6 209 %8 307

< -

* .
ca "
= 0 7 L
-

Gi” current controversy over the possible.éffect of the recent amendments
to th® Age Discrimination in Employment Act on the job chances of younger
workers, some additional findings should be reported here. Any definitive .conclu-
sions, however, must be ‘tempered by the fact that our sample here consists of
persons no y@quer than 40, but nevertheless it might be argued that workers as

“young as 40-44, for example, could feel that their promotion chanees would be

limited by any extensjon of the allowable tnandatory retirement age.
If this is the case, we should expect to find that younger workers in our sample
would have the lowest approval of the shift from 65 to/70 in mandatory retirement

-

age. Contrary to such ex tiops, however, the youngest group of men in our

sample—those 40-44 years old—had the highest rate of %grogal, 75 percent, com-
di

’

pared to 63 percent of ‘all other men in the sample. This

fference in proportions
was statistically significant at fhe 0§ level (table 6), ' .

- ~
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TABLE 6.—PERGENT AGREEING WITH INCREASE IN MANDATORY RETIREMENT AGE, BY AGE AND SEX

COFWORKER -
. N .2
S l ) B e Gg wd " s
T T SRR 77 B 7T 1 68
I T e 758 611 84 -

. ¢
-~ .

The picture is a somewhat oppogite one among women: The oldest group (those 55
and older) had the greatest rate of approval—81 percent compared to only 69
percent, df all others under age 55. But, nevertheless, the youngest group of women
(those 40-44) did not have the lowest approval rate, contrary to whht might have
been exg:cted. As in the case of men, there was no unilinear relationship amon,
. women between their age and appraval or disapproval of the receht ADEA -amend-
ment. - ' .

., In other words, our findings do not provide sg’r

-~ " to older ones, younger workers oppose the 1

interest in the jobs that older ones occugﬁis . ,

But even mowe directly related to this ilsue are the responses to ‘a question
explicitly designed to measure extent of agreement with the notion that older -
workers should retire in order to provide,opportunities for younger ple. We*
explicitly asked our respondents, in.early 1977, whether they with the
fol Mg statement: ;'Older workers should retire when they can, so as to give
younger people more of a chance on the job.” <

. The results were, o say the least, surprising. If there is any relationship of the

worker’s age to his or her position on this question, it was opposite to what might be

N ) a:ﬁc&;«)i'—the older workers approved in proportions greater than the younger ones
e 7). ’ :

> .

rt for the notion that compared
legislation because of any self-

o

" TABLE 7.—PERCENTAGES AGREEING THAT OLDER WORKERS SHOULD RETIRE TO GIVE YOUNGER

s PEOPLE A CHANCE, BY AGE OF RESPONDENT )
. e . K 04 54 st 5e
o . M - 1y v .
! Jen /. I B0, 462 162 195
WUN... .. o s e e oo g o 429 3138 412 500
. |7 A - S— 385 430 46 97
“ * The positive relationship betweeh ége anlti agr@ement with the above statement,

.~ rather than an inverse relationship, is clearly suggested by the data on the response

. ‘of the men, as shown in table 7. But the main point is that the youngest workers

> were not the ones with the greatest support for a poliﬁ; of retiring older workers to

give younger persons more opportunities on the job. This finding is consistent with

the previously di results on the guestion about, approval-disapproval of the

. " . new ADEA legislation. . . : > - '

. Such unexpetted findings deserve fay more attention than we have diven to them

+ +here, and in future analyseswe*hope to-find some explanations for such contradic-

. tions. The contradictions, to be sure; may only be due to some fallacy in our own

assumptfons concerning the motivations and values of individuals. The.ﬁndinﬁs are

unexpected only if one assumes that they are driven primarily f not exclusive d‘;) by

. short-term self-intergst, more specifically, that remoyal of persons other than them-

. selves from employmént rolls enhance their awn economic opportunities, and hence

should be endorsed. Jccordirg to such an assumption, then, younger workers would

be (1) morg against any extension bf compulsory retirement ages, and (2) more in

favor, of older workers retiring when they can—because of the impact of such
positions op their own employment and promotion chances. . Ot

©Ori a speculative level, the fact that our data did not verify the assumptions may

be due to the possibility that younger %orkers (at leagt those in their young forties)

are,more altruistic-than otherwise believed, and/or concerned about- how a given

s ., policy or practice has longte rsonal consequences, i.e, that they, as they

: * themselves become older workers will benefit from an extension of mandatory

retifernent age,’ an?
7 tHemto retire simp
»
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frome labor market or personnel practices thatedo not force
y to create vacahcies for ybunger workers.
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It should“not_be surprising that candidates for deferred retirement (males and
females alike) had the highest percentage rejecting the suggestion that older work-
ers should retire to make room for younger ones. Expr in different terms, the

* greatest candidacy rate 18 among those workers who disagree Strongly with the
suggestion. -Slightly more than 46 percent of the men and women disagreeing
strongly were later retirement candidates, compared with only 5 percent of the
workers who strongly agreed’ For the workers agreeing or disagreeing but not

3, strongly, the candidacy rate was nearly 30 percent.

. . [y

.

’ Table 8

Later Retirement Candigacy Rate, by Agreement or
Disagreement on Need of Older Workers to-
Retire to Make Room for Younger Workers

.

N Strongly Strongly
Agree Agree Disagree Disagree

Candidacy"
Ra'te 5.0% 29..6%' 29.4% 46.4%
¥ No. of
. -~ Cases (40) (257) {337) (28)
, oo . . )
N . p<.01

Age, to repeat, is apparently not related to one’s position on this critical issue
concerning the use of retirement as an integral part of an employment policy
designed to enhance job opportunities for younger workers. What we did find as
being influential in the worker’s position regarding that issue were.(1) Whether the

' individual was in a labor market area with high or low unemployment rates; and (2)

» the individual's own employment experience. v
® Intour larger report for the Administration on Xging (the sponsor of the fieldwork
from which the data in this report were derived), we carried out an. analysis that
found that (1) Among the workers in the group forming the basis of this report’s
analyses—the steadily employed— agreement with the policy of retirement by older
workers to make room for younger ones was considerably higher in the case of the
. workers in the high unemployment area (San Diego) than it was among those in the
low unemployment area (Denver)—48 versus 41 percent; and (2) workers with an
' unsteady employment record—especially those steadily unemployed during the
- entire course of our 16-month longitudinal study—had the highest level of agree-

ment with such a policy. . .

The employment environment, and Mérsonal employment experience, rather than
the age of the worker were, therefore, among the relevant factors that influence
| workers' attitudes about requiring older workers ta retire in order to cr.ate better
gpportunities for others:In this connection, it is an interesting commentary od the
American scene that during our most recent recession periods, few, if any, voices
were heard that advocated legislative action to provide earlier retirement under
social security as a means of solving the unemploymént problem. It is interesting
especiplly because such advocacy was and stil] is prominent jn several European
countries, and especially because the overt impetus for raising the allowable com:
\ pulspry retirement age to 70 emerged in Congress during the 1973-75 recession.

Ty . MARITAL STATUS

A . -
Giiven the fact that nearly all of the men in our sample were married (94 percent),
“ it is difficult to draw any conclusions pbout the role in ma¥ifal status on the
retirement-postfionement tendencies among them (table 9). There is a suggestion,
N however, that nonmarried men are more likely to have such tendencies than the
. * married ones. Among married men, slightly less than 29 percent were delayed-
retirement candidates, compafed to 36 percent of the nonmarrned onés.

- . .
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Table 9

Candidacy Rate by Marital Status

A -

o

Married Not Married -
- . Never
All sep. & Div. Widowed Married

s

-

Men 28.8 36.0 XXX XXX XXX
. - »
Women 25.0 36.1 29.1 45,2 45.5
TOTAL 27.4 36.0 ‘ XXX XXX XXX p<.02
-

The case is more clear-cut among women, howevér. Only two-thirds were married,
with husband émsent. Among married women, only 25 percent were candidates,
compared to 36 percent of those who were not married (ie., se arated, divorced, -
widowed, or never married (p=.05). When the data for men and women are com-
bined, 27 t, of the married workers, and 39 percent of all other workers,
turned ouf to be candidates, a difference that proved statistically significant at less
than the .02 level. R

To the extent that wortten incé;singly become members of the labor force, and
over time (as they become older) may remain unmarried throughout their lives to
an extent ireater than in the recent past, or become divorced, and widowed, it may
be reasonable to project a future in which current retirement age policies may be -
less accepted than previously. If remaihing unmarried also develops among men,
the same scenario might also be expected. The reasons for our findingsY and our
portrait of the future, are ‘both economic and psychological in nature. Married
couples, both partners of which are in the labor force, tend to have a higher level of
financial retirement resources. Conversely, nonmartied persons, with fewersof such
resources, may also tend to derive greater psychglogical rewards from York continu-
ity, in terms of satisfactions from social contracts derived from remaining at work
in the absence of a marital relationship..

' EDUCATION. -

Our-findings on the relationship betwén years of schooling and candidacr for
poning retirement simply confirm national and smaller sam le data on labor
orce participation and retirementsrates by level of education. Such data show a
higher participation rate (and lower retirement rates) among higher educated men
and women. In our own data, this relationship is confirmed even when education is
as an influence on the two measures used in this report as an inditator of
intended retirement, postponement (table 10).

- TABLE 10.—RATE, BY EDUCATION *
{8y percsi) _ )
' w7 ms T lar .
154 28 313

5
The remarkable aspect about our own ﬁndings is that there is virtually no male-
female difference in candidacy rates by level of schooling. Among men and women
with at least 1 year of college, between 31 afid 32 percent are candidates _for
gostponin retirement, compared to 30 percent for those with a high school degree,
ut only 20 percent.of the men, and 1 percent of the women, with less than 12
years of sclioolihg. ,
It is possible that the rising educational levels of workers in future decades
reaching what we now call retirement ages (because of ‘the high levels of today’s
younger workers) will tend to be a tempering influence on “hose other factors that ' .

2
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are typically cited as nrajor influences in the retirement decilion, such as a growing
level of social security benefits and private pension amounts. That is, while it may
be true that such influence (or incentives) are importagt determinants of retirement
rates, we cannot rule out the emergence of countervéiling variables, such as the
growing level of years of schooling which operates in the opposite direction in the
complex. of factors that affect the age at which workers withdraw from the labor
force. Coupled with presumably higher levels of health status and with the pros-
pects of continued high inflation rates, the improved educational levels of workers
in future years, may indeed modulate the opposite influence of the other factors
that have, in recent years, served to accelerate rates of retirement. ;

s . .~

DEPENDENTS

In much of our research we have been interested in the issue of how muck
influence the number of dependents has on the retirement intentions and expecta-
tions of workers, especially of family heads. Among all the workers 1 our sample
without any dependents, only 22 percent were candidates, compared with 33 pegcent
of those with one or more dependents (p<.005). The relationship between absence or
presence ' of dependents to candidacy for later.retirement is especially marked
among the men in the sample (table 11). In the case of women, the cutoff point s
clearly among those with three or more dependents——among such women, nearly 46

" percent are later retirement candidates, compared to only 26 percent of those with
two or fewer dependents -

' "Table 11.

Rate, by Number of Dependents
. (in percent

»
None 1-2 3 or More
v
\ T —
Men 19.0 T 34.3
H
« .""iﬂ" 2
Women 2@.2 .27.4 45.7
‘ T e .
o . o . -
TOTAL 22.0 . " 33.3 .

"

This analysis, of course, does not take into consideration the age of the worker,
but we still are of the opinion that the total number of children ever born and
reared by workers affects what we call their retirement resources. The greater the
number, the lower such resources. Furthermore, even though persons in the future
reaching the current retirement ages can be éxpected to have had fewer children
than their counterparts in recent years, we might also expect that they will have
children at an older age, i.e., a postponement of childbearing to an ége later than is
currently the pattern If that is the case, we can expect a higher proportion of older
workers with children still at home, in college, or only recently having moved out of
a dependent status—all affecting the financial capacity of such older workers to
Tetire. - __— ’ i

Furthermore, reduced financial responsibilities for children’ are not necessarily
arithmetically reduced per fewer child in a family. According to Paul Demeny of the
Population Council, ‘“Parents might have ‘srhaller families and -yet spend just as

4 -
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muchwin total on children, or even more than when larger families were the
norm.” 4

PENSION COVERAGE

We had expected to find that workers without any private pension coverage (over
and social security) would be more likely to be candidates for retirement
postponement. But our data did not definitively confirm that expectation. Among
the men in thg sample, coverage versus no coverage made no difference at all.
There was 2 slightly higher proportion of women without such coverage who were
candidates (33 percent), but this proportion was not clearly statistically different
from that among women who were covered by a pension (25 percent).

We should”report, however, that when the focus of analysis is on the bonus

-| variable alone, a difference in percentages in the case of women does not appear

{table 12). Only 33 percent of the women covered by a pension reported that such a

- | bonus would be an incentive to postpone retirement after 65, compared to 43

2

:

!I

’
B
o

-

‘percent'#fiong those without any ension coverage.

R Table 12 ’
" Percent of Women who Might Postpone
Retirement After 65,.with Adeguate

p 7 _Incentive, by Pension Coverage _
’ ‘ Covered ‘Nog-Covered
$ ‘Might Pdgtpone ' )
Retirement 38.% 42.8
p<.10

L

D
MLOYE:D WITH FIXED RETIREMENT AGE -

Only 20 percent of the men, and 15 gercent of the women, reported that their
current employer had a fixed retirement age policy, percentages which, incidentally,
suggest that the recent legislation raising the allowable mandatory retirement age
should have less of an impact than is widely believed.

The important point, however, is that candidacy for postponed retirement was not
clearly related to presence or absence of a fixed retirement age in the establishment
in which respondents were employed. Our hypothesis had been that workers em-
ployed in establishments with some fixed age for retirement would be the most

' _ Likely candidates for postponed retirement. This was.clearly not the case among the

E

women in our sample. On the other hand, the findings in the case of men was in the
expected direction—36 percgiit of those employed with a fixed retirement age, but
only 26 percent among thoaé" without such a policy, wére later retirement candi-
dates. But the difference did’not prove to be statistically significant.

Neverthelese, there is some indication that when the focus of analysis is on the
bonus variable alone, workers employed with a fixed retirement age (both men and
women) are more likely to indicate that they would postpone retirement with such
an incentive than would workers'not covered by any fixed age for retiremerit (table
13). Among those covéred by such a policy, 48 percent would take advantage of such
an incentive compared to only 3§ percent of those not so dovered (p=.05).% N

4 .

- . .

e

——————— , [y

De‘q P?gligle?eny, tited in “The Burgeoning Benefits of a Lower Birth Rate,” Business Week,
"Con'trary'to what mi%l;t be expected, workers covered By a fixed retirement sfe were only

slightly more likely to in favor of the increase from 65 to 70 in the legal mandatory

retirement age. .
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Table 13

Percent of Men and Women who
Might Postpone Retirement After 65
-+ with Adequate Incentive
By Fixed-Retirement Age Coverage

[y
.

Covered by
‘Fixed Retirement Not Covered
Kge Policy - ' by Policy

N

% Might Postpone- :
Retirement 47.8 37.9

p=.05

NUMBER OF OTHER EARNERS IN FAMILY

Contrary to what we had e);ﬁ:cted, there was no single relationshixmbetween
candidacy rate and number of other workers in the respondents’ family. ong the
women, however, there is some suggestion that workers with no additional earner
in the family (one-thitd of all the women) had a greater tendency to be gandidates
for later retirement. Among such women, 35 percent were candidates, in contrast to
only 25 percent of those with one or more §dditional earners (p=.10). Part of the
explanation has to do with the fact that women with no additional earners are most
}ikely‘to be not married, and hence have fewer additional supports for income in the
ater years. . ‘ - : .

But the finding is complicated by the fact that among the women with three or
more additional edrners, fully 40 percent are candidates for later retirement. With-
out any further ahalysis, our guess is that families today with that many earners

*(four or more, including the ~woman, respondent herself) are-probably in lower
socipeconomic circumstances than other families, and accordingly, the individual
woman worker might be attracted—out of necessity—to the notion of postponing
retirement. Our earlier discussion regarding family income showed that workers
with relatively low family incomes (as an indicator of low sociceconomic status) had
the highest candidacy rates. . 1,

° B. SociAL-PsycHOLOGICAL FACTORS

The_ previous ‘section concentrated on such objective eéonomic and dem phic ~
variables- as, industry, occupation, income, education, etc. But human be vior,
decisionmaking, and intentions, also can be influenced by social-psychological varia-
bles such as the ones presented below. R :

\
. ACCEPTANCE OF UNIVERSAL FIXED RETIREMENT AGE

Obviously, how an individual feels about the notion of a fixeg;retirement age for -
everyone.will affect, or be affected by, his or her own prope to extend retire-
ment age. We should report, first, that over 80 percent of both men and women
disagreed with any yniversal fixed retirement age. In fact, about 45 rcent disa-
greed strongly—a pércentage of strong disagreement that is unusu | in opinjon
surveys in general. . .

As might be exgzcted, few of the persons. agreeing with such a fixed retirement
age poHcy® can lassified as candidates for postponed retirement (table 14).
Among the men, only 10 percent of those in favor, but 34 percent of those against
such a policy, were later retirement candidates. Among the women, only 19 percent
of those favoring a fixed age, were candidates for later retirement, compared to 31

® The question wording was: “Many peoglé feel that there should be a fiked retirement age for
everyone. How strongly do you agree or disagree with that statement?”

.
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T {or delaying their retirement. (p<.001).

.

‘ment. -

.

) . . i
percent of those against a fixed age ;)Iglgcy—a difference in the expected direction,
although not statistically significant. difference among the men is without any
question statistically significant (p==.0001).

TABLE '14.—-CANDID)}CY RATES, BY AGREEMENT-DISAGREEMENT WITH UNIVERSAL FIXED.

RETIREMENT AGE . ‘ N
{8y percent) i
] L e Duapee
WOMEM.. o o or cer e e e e e 188 30
Number of cases..... ... . .. ... . 48 239

Our preliminary data suggests that wqrkers against both notions used as our
candidacy criteria are also substantiaM favor of a universal fixed age for retire-

-
.

PREFERRED RETIREMENT AGE

Here again, we should expect to find that candidacy rate and the age at which the
worker prefers to retire are related to each other. The statistical analysis unques-
tionably confirms this expectation, especially among the men (table 1 ). The older
the preferred retirement ag e  greater the rate of candidacy for postponing
retirement. Among those me icating that they prefer to retire before the age of

.65, only 38 percent were candid compared to 37 percens of those opting for age

65, and 47 percent of the nien preferring an age after 65 (p<.001). But even among
the women, the relationship is fairly strong. Only 18 percent of the women wanting
to retire before age 65, compared to 45 percent of those preferring age 65, and 50
percent of the group preferring post-65 retirement, could be considered candidates

-

. N {
TABLE 15.—CANDIDACY RATE, BY PREFERRED RETIREMENT AGE

[t pescet] -
Before 65 B 7 MaEs Am
BEL..c.cccooe et ot s s . %l %61 - 469 183
* Number of cases ... : oo e 195 52 . kY, 75
U s ' 178 u1 500 39
Number of casgs....... e rve srarene 152 ki 2 63

§

-

Th‘_fagt that the post-65 respondents have such high candidacy rates should be no
surprise. What is more relevant is the finding that. among those preferring age 65,
37 percent of the men, and 45 percent of the women, would consider a postponement
of retirement after that age, compared to 18 to 25 percent of the men and women,
r;:lpectively, preferring pre-65 refirement ages. In other words, a small but substan-
tial percentage of workers would prefer retirement at 65 or. earlier, but might
consider working beyond that age if assured of an adequate incentive in the form’of
increased social security pensions. . ;

tod)

S AGE SELF-IDENTIFICATION .

owe We had expécted that a person’s own self-image “as to i:ow old .he or she id?.
" (whether young, middle-aged, late middle-dged, or old) would influence his or her

tendency to delay retirement, on the greunds that persons viewing themselves as
young would havé a more positive orientation gbout work continuity, in contrast to
those with other self:images. The findings in the case of the woman in our sample
were in this expected direction, but they were not proven to be statistically signifi-
cant. Only 17 percent of the few women defining themselves as being late middle-

aged or old were candidates, comgated with 27 percent of the group self-labeled as ..

middle-aged and 31 percent of the'young group. Among the men, there was no
relationship whatsoever between these two measures. .,
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CONTROL OVER ONE'S LIFE, OR INITIATIVE )

Human beings differ from one another in the extent to which they believe and act
as if they can influence their life chances, in how much initiative they have, or
confidence in their own capacity to affect-their fate, how much they Teel that
external, factors beyond themselves control their lives—how, passive or activistic
they are Some years ago, the psychologist, Julian Rotter, developed a theory and

- series of questions concerning this ychological factor. According to other social
scientists, the measure mighit also refldct varying degrees of a commitment to the
work ethic and the feéling that success comes from hard work.’

The following items from the longer Rotter scale were used in our own study:

“I'd like to get your reactions to some things that people have different opinions
on D% you strongly agree, agree, disagree, or strongly disagree with these state-

- .  ments?”’ .

“When things go wrong, it’s usually thy own fault.”

“When a person is born, the success he will have is in the cards.”

“Don’t expect too much-out of life and be content with what comes your way.”

“Planning only makes a person unhappy since your plans hardly ever work out

anyway.” - v,
“Most things that happen to me are the result of my own decision.”
In this report, we are interested in exploring the question as to wheyxer workers
® with greater initiative,” with a feeling of some degree of autonomy ani mastery in ™%

their lives, are glso‘the ones more likely to be potential retirement postponers, on
the assumption that such persons prefer to make their own retirement decisions
and; furthermore, believe they can. guch persons might also be the most likely to be
opposed to the riotion of a fixed retirement age, althopgh we have not attempted
here to present data on that question. .

What do the results show? Table 16 presents thei, for men and women combined.
It is quite clear, in our opinior, that this assumption.is verified, but especially in .
the case of the men in our sample who, it should be noted in passing, have a higher
level of a feeling of mastery, or initiative, than the women in the sample. One-third
of the menproviding passive answers to noné€”or only one of the quettions cited
above were candidates, compared to 24 percent with two or three passive answers

$ and none of the small number of men providing passive answers to at least four of .

. theitems (p<.05). Among the women, the distinction is between those with no more

than %ne passive answer, and those two or more—32 percent versus only 22 percent

(p<.10). ! oo .

It should be noted here that as long as women had a high degree of mastery or

initiative, as measured by such items cited earlier, they were no different from men:

. . with respect to candidacy proportions (32 percent). Similarly, among all persons
agreeing with two or more of the Rotter scale items (indicating lower initiative), the

: proportions of men and.women who were candiates was the same (about 21-22

percent), -
. ,
L3P P . P
- L3
W__ i - »
» ‘ )
SN -
7See Juhan Rotter, “Generalized Ex ncies for Inmternal Versus External Control of Rein-
forcement,” Psychological Monographs,/609, 1966, Paul Andrisani aftd Gilbert Nestel, in The
Pre-Retirement Years, edited b rt S, Parnes et al, Center for Human Resources Res
search, Ohingtate University, 1974, pp. 197-235; and Harold L. Sheppard, “Factors Associated '
With Early“Withdrawal From the Labor Force,” in Men in the Pre-Retirement Years, edited by
Seymour Wolfbein, Temple Unyyersity School of Business Admimstration, 1977, pp. -192‘195.‘
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‘Table 16
Later-Retirement Candidate Proportion, ;*
<, by:. Level of Mastery or Initiative,
Men and Women Combined
g N G ' - Y
High . Low .
oL Mastery 1Intermediate Mastery
32.1% 22.7% 13‘(021
No. of Cases (474) . (163) (23)
Ry ’ “// p=.01
"High" = Passive on 0~1 statements . - _
"Intermediate" = Passive on 2-3 statements

"Low" = Passive on 4-5 statements

“Further analysis of the data, however, point to the fact that the explanation of
this relatxonshx&is in terms of how the,respondents felt about the raising of the
allowable mandatory retirement age, and not with respect to the bonus variable
which is one of the two measures used to define candidacy for delayed retirement. If
the focus of the analysis is simply on the ADEA item, there is little doubt that for
both men and women, the greater the feeling of mastery or initiative, the higher

percentage in favor of the increase in the mandatory retirement age, as shown in ‘.

table 17.

Table 17

Bercent -Approying of Raising Mandatory -
Age to 70, bx Degree of Mastery or
: Initiative, and Sex o

_ High ' Low . -

Mastery Intermediate Mastery
Men . = 7070 54.1% 41.6 ‘p<.0l
(267) - (74) ’ (12)
~ » . "'
Women) 78.3 65.4:, -/ 36.4. pc.0l .
. o (189) (81 (11).

No. of.cases in parentheses

JOB SATISFACTION FREQUENCY

Contrary to our expectations, candidacy rates are not related to our measurg of
job satisfaction frequency, a question asking how frequently the worker is satisfied,
with his or her job (as op to asking how satisfied the individual is). The only
meaningful statistical relationship job”satisfaction frequency had - was with the
approval or dis®pproval of the ADEA amendment, and only among the men in the

., sample. Among the men who indicated they w{e satisfied with their 4ob most of the
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time, 69 percent ggreed with raising mandatory retirement age to 70, in contrast to
only 56 percent of the men satisfied less than most of the time (p <.05).

This finding by, itself, of course, may be important. It suggests that at least among
employed men, attitudes concerning the notion of extending compulsory retirement
age are, in part, a projection of their own feelings about their individual jobs. The
prospect of continuing to work in a job that does not provide frequent intrinsic
satisfactions is not exactly an enticing one. For many workers, early retirement is a
way out, an escape from an® undesirable work situation. For such persons, any
question that connotes the extension of working life (such as the one asked in our
survey about raising the retirement age from 65 to 70) might evoke more negative
feelings than for workers who are satisfied with théir jobs most of the time.

We should also point out here that the type of analysis on which this report is
based focuses only on the contrast between one type of worker (those who would
consider deferring retirement because of the social security bonus and who approve
of raising the mandatory age for retirement) and the rest of the sample. The rest of
the samplé includes, of course, those workers who are the very opposite of the first
type, 1e, those who would not be interested in any deferral bonus and who also
disapprove of the ADEA amendment.® Our concentration on only the first type, in
companson with the rest of the sample, was based on the concept that if that type
was unique; 1t should stand out clearly from the remainder with respect to the
several variables reported m this report. .

Current analysis underway by AIR is intended to identify the four different types
of male and female workers that can be classified along the two-variable dimension
treated in this report. .

Returning to the measure of job satisfaction frequency, preliminary findings from
that current analysis indicate that among the male workers who would not defer
retirement even with a bonus and who also are opposed to raising the retirement
age (ie, the definite noncandidates), job satisfaction frequency was the lowest. The
figures used fdr this report, because they do not single out that type of male worker,
obscure this finding.

/ .
\ WORK COMMITMENT

]

«

Somewhat independent of the measure used to estimate the potential for deferred
retirement age is a-question fréquently used by industrial social scientists to tap
what they consider a commitment to work, or level of work ethic. This question, ins
a form adapted by H L. Sheppard, is worded as follows: “If you could stop working
with as much money as you need for a good income, and not have to work anymore,
would you do it right away, or wéuld you wait awhile?”” (If wait awhile). “About how
many years would you wait?” 7 .

The respbnses to this question can also be viewed as an indicator of retirement
propensity among workers Our interest at this point in the report is in both
dirpensions of the responses, and how they"‘relate. for example, to the two separate
major variables under consideration throughout this réport, and these same two
variables when used jointly to ascertain candidacy for postponing retirement.

There is no intrinsic reason why answers to this question, taken as an indicator of
commtment to work, should be related to a worker’s agreement or disagreement
with the increase in allowable mandatory retirement age. We are not dealihg
simply with the same phenomenon expressed in different terminologies. On the
other hand, if we take the question strictly as an indicator of a retirement propen-
sity, there could be an @vious relationship of the question to the dgreement or

disagreement. .

But at (the very least, work commitment and retirement propensity_are intricably
pa}:'t and e] of the same psychological process. They interact and influence each
other. . R

Regardless of how one prefers to view the question and its responses (as work
commitment or retirement propensity),- we were nevertheless-impressed with the
statistical finding that agreement with the ADEA amendment is.closely related to
how long a worker would continue to work, even though assured of a good income.
This cfose relationship prevailed especially among the men in our sample. P

) - é
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-

.
J

"'I‘wenty»foul: percent of the men, and 20 percent.of the women fell into this classification
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' Table 18 °
Percent Agreeing With ADEA Amendment, by -
v Degree of Work Commitment, or ) .
- - Retirement PrOpensity‘ - - .
. A T
Right Away, or t After at Least
in Less+Than After 1 t 10 Years, or *
S ' One Year 9 Years ° “Never"
~ Men © 53,1 70,0 79.0
.- : (145) (190) . (105) p<.0001 .
» . v
womeén . 66.7 77.1 81.4
(120) © (153) (59) p<.10 = :‘
A No. of cases in parentheses , by i

s, ° 7

The data in table 18 suggest quite sharply that the attitudes of workers (especially
those of men) about raising the allowable mandatory retirement age from 65 to 70 _
b are influenced heavily by their level of work cemmitment or their own retirement
propensity, and by the complex set of factors that enter into the development of
that commitment and propensity. It is interesting to speculate about the issue of the
future of work commitment (or the work ethic) and whether or not a rising or a
. decreasing level of that ethic or commitmerit could influence the age-at-retirement
-t decision. Previous research has indicated that the qualitative nature of job tasks—
) even,among young workers—can influence their responses to our measure of work
" " . commitment ‘or retirement propensity. The lower the level of autonomy, variety, °
and responsibility, for example, the greater the worker’s retirement propensity, i.e.,
the ‘greater the odds for his or her ceasing to work altogether if assured of good
) income without having {o work. " -
. raises the question as to whether the degree to which job enrichment and
- other quality of work programs in industry spreads in this country, and how the
. success of such programs might influence employees’ retirep:gtx:t age preferences.
‘- As for the relatignship between a bonus for postponing rétirement and work
commitment, there is only a slight one, if at all, and only in the case of men. Among
those who would retire within 1 year if assured of a good income, only 39 percent
would -be intérested in such a bonus, as compared with 42 percent of those who
would wait 1 to 10 years, and 47 percent of those who would wait at least 10 years.
Although these findings are i the' expected, direction, the differences are mot
statigtically significant. Given this conclusion, and the further fact that among
: women, theré was no relationship between the two variables, we might infer that
= the incentive for postponing retirgment was not strong enough to offset the hypo-
« == “thetical opportunity to stop working-but with a good income., -
The candidacy rate.among men, ho ver, may be related to work commitment. .
* . Nearly 3%percent of those who would:#ntinue for at least 10 years, or never stop
.+ working, but only 27 percent of the remainder, were candidates (table 20), While the
corresponding differences among wémen was not statistieall{ significant, it was in
the expected direction, Nevertheless, the detailed data in table 19 suggest that work

commitment may be a rélevant influence.
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- Table 19

e - 4 Rate, by Work Cemmitment
: . _(in percent) .

~

- . wWould stép Working: - a4 -
- Right Away After After '
* or in Less than 1 'to-9  at Least
One Year Years 10 Years* )
i Men 26.5 27.8 36.8 "
(147) (108) - (114) Y
27.1 . p<.O5e
Women-—, . 26.8 2%.3 33.9 '
: ) T (23) . (95) %2.)
. . - ‘_’\~ , - . v
. . v26.6 AR nor'sig. _ge
TOTAL 26.8 [ . - 35.8 p<.03 .
’ (473) (176). ’ T

%
v -~

. . )

*Includes men saylng they would "never stop working."
Among those saying they would continue working for )
" 10 years or more, the candidacy rate was 41.8 per-
cent (N=67). . s i
**If "Never stop working" is excluded, p— 02 among
men, and .02 for the total sample of men and women.

< . -
- * *

_ - ,90 HeavtH Facrors-

It should be emphasized that the analysis in this. report is based gn workers -
v __without any unem dployment experience for nearly 8 years prior to ‘being inter- {
- viewed. Almost by definition, such workers tend to be iff better health than workers
with less than steady employment experiences.?Accordingly, there is little hetero- .
. g geneity in working-limiting health conditions in our sample which means that there
+  is less room, statistically speaking, for testing anyvhypotheses concerning health and
<" retirement decisions, unlike other studies yhich, because of their nature of their
ddmples, have been hble to demonstrate the importance of the health factor in labor
force participation and withdrawal.
The assumption, of course, is that workers with excellent health conditions are
more likely to be candidates for deferred retifement than other workers. .
One of the two health-rglated questions used in this analysis asked if the individu-
al had any health or physxcal' condition which limited the amount or kind of
g they could do; and ifjso, hovmnuch that condition’limited the amount or kihd ol
work. While the propsrtion of candidates among the men and women in the sample
reporting no work- lifniting conditions was higher than among those reporting some
(80 versus 25 percent), the difference was not stahstwally
h in the expected direction (table 20). . ,

B s

° Eighty percent of the sample reported they had ho health dondmona that affected the
amount or.kmd of work they could dd.”

' ERIC

80 , i

£




Nen and women (inpercent) . . ..
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The second question asked the respondent how frequently he or she had had each. °

of 16 physical conditions during the past year (such as cramps in the leg, hdadaches, -
ing tired in a short time, etc.). Using the mean number of conditions cited bg'
the worker which was experienced often (as opposed to sometimes, rarély, or never),
we found, just as in the case of the previous question that while the differences were
in the expected direction, they were %ot statistically significant. Nearly 31 percént
of those with one or no physical condition experienced often during the previous
year were candida!& for deferred retirement, compared to nearly, 24 percent of
those %xaferiencinrg two or more physical conditions (table 21). The lack of any
statistically significant difference on both health measures (even though the differ-
ences are in the expected direction), to repeat, is laﬁely due to the fact that we are
dealing here with a relatively healthy group of mid e-aged and older workers. This
characteristic is a result of our having selected from our °ﬁﬂ“al total sample only
those workers with a long-term steady employment record, which .biases the selected
: group upward in terms of rositive health ‘status. This js evidenced by the fact that
0 percent of the group selected for analysis in this report, butonly 68 percent of
the group excluded (without a long-term employment record), reported no work-

limiting health conditions (p=.0005). N

?Zf‘l/ﬁsu 21.—RATE, BY NUMBER OF PHYSICAL CONDITIONS

v =
- 3y . : - 7 2omeec ®

«

T

3 3

-

; - ‘ . -
Men and women (in percegt) ... ... , 37

Ngmber of cases g 118

- o “wroos - ! S

Given the-generally accepted fact that workets in poor health are the most likély
to retire earlier than other workers, our, restriction of the sg'l;;;ie to the"type chosen
here (with hetter health, conditions) pYovides for a betterdtest of the Sotircinont.
rost nement incentive, However, because of the elimination of those workers more-
ikely to have work-limiting health problems, any differences among the remaining Y
sample respongents have less chance for being statistically siﬁniﬁcant, although the e g oo "
differences that were found ténded to be in the expected direction. That 1s, the g
candidates for retirement postponement tended to be healthier workers.

Here, too, is a basis for some speculation about the future. If the health‘status of
the workers of 20 to 30 years from now improves (and we believe it will), might we
not-expect to see, thereby, orie more reduced incentive to retire eapecialfy if finan-
cial incentives fordeferriqg retiremént are also available? Additional preliminary
data alsé suggest that this is moré.likely to be the case~among women than among
men, even though they, toe, could be enpx espond-in the same direction.

D. Sumpary aND ConcLusions

+ : .
This report haﬁ,pre&ented an exploration offthe attributes.of individual middle:
aged ‘and older workers which are associated with their willingness to consider a
financjal, incentive for postponing retirenfent (over. and above what is gained
through additional years of earnings), Jn the form of increased social security
Jbenefits. In examining those attributes‘that appear to be associated with that
willingness, consideration should be giyen to whether a given attribute (when appro-
priate) will characterize American societyand its work force more in the future
than is presently the case—as a crude but useful form of projections concerning the
future of retirement age policy in our country: s
Those attributes associated with candidacy for postponing retirement among both
men and women included: -
Salés and cleri¢al émployees.
Low family income. -
onmarried. ‘
College-educated.

Z
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Several dependents.
Rejectjon of universal fixed retirement age.
High personal initiative, or mastery over one’s life.
Work commitment. R .

Age may be a factor, but only among men. The fact that 5youn er men (those 40-
44) had the highest candidacy rate of all men (and those 50 and older, the lowest
rate) needs to be interpreted withvcaution. Such a finding does not nécessarily mean
that as they grow older, men will be less inclined to respond favorably to any
incentive to postpene retirement. (Other data we have show they--the youngest
men—have the highest proportion believing that social security is in trouble.) It can
also mean that younger male workers of today have a different get of expectations
and perceptions about the nature of retirement, ex tions and perceptions that
may remain with them as they grow older—a possibility that can only be verified -
through long-term longitudinal research. If they do carry these expectations and ,
perceptions'with them as they reach what we now call retirement age, they may_be
more likely to consider extending their age of retirement beyond the retirement age
of men retiring in recent and current years. . . ~

Changing retirement age policies and practices will, in our opinion, undoubtedly
characterize the next 10 to 20 years in American personriel and industrial relations.
The previous trend toward early {pre-65) retirement will, at the very least, stabilize
and accompaniedsby an opposite pattern—an increasing number of workeérs
opting to remain in the labor force 'lon%er t their older relatives and counter-
parts. This new pattern will emerge partly ouf of economic necessity, and partly out
of the changing characteristics (demographic and %?chological) that enter into
retirement behavior, regardless of historical time period.

At the same time, we might expect a growing attention in Congress and elsewhere
to proposals for some form of a adual increase in the age for retirement under
social security (at least for full bénefits), as one m of alleviating the rising
expenditures for retired workers (and their dependents) benefits. To the extent that
the population of such workers increases more than expected (for example, as a
result of the increasing life expectancy of persons at ages 60-65), those expenditures
mi‘%,ht.come under closer scrutiny. -

e have some preliminary data that bear on thé critical issue of the degree o?

% receptivity on the part of workerg to such proposals. Workers in our sample who

agreed that the social security system was in trouble (approximately 80 percent of.
the overall sam‘fle) were also asked their approval or disapproval of some suggested
solutions, including gradually raising retirement age, t¢ keep the number of retired
persons from_growing so fast. The findings indicate that the following types of
“workers tend to approve the most of such a proposal: ,

All but blue<ollar workers.

College~educated. . >

Candidates for retirement postponement.

Can we assume that as the population comes to consist less and less of blue-collar
workers, and acquires higher educational levels, proposals of such a nature may be
considered more seriously by the electorate? We can only indulge in speculation
abou}t1 such an issue now, but any trends regarding opinions on the idea bear
watching. -

At any rate, on thelevel of'the individual, inflation appears to be producing
changes in‘one’s expected retirement age, and in an upward direction, perhaps for
the first time in several decades. If and when individunl motives coingide with
governmental and other jnstitutional recognition of the aggregate,’macro nefits of
an increase in the national average retirement age, we might witness a somewhat
dramatic shift in the gountry’s retire&nt age policy.’®

ITEM 2. LETTER AND ENCLOSURE FROM EDWARD F. HOWARD, GENERAL
COUNSEL, NATIONAL COUNCIL ON THE AGING, INC,! TO SENATOR
CHARLES H. PERCY, DATED MAY 12, 1980 .

]

-

-

b

DrAR SENATOR PERCY: You will recall that, during the April 24 hearing of the i

Senate Special Committee on Aging, you asked each of the witnesses for inférma-
tion abput ideas and suggestions relevant to preretirement planning for employees.

»

v See H. L. Sh(;f;lzard and S E Rix, “The Grayins of Working America. The Coming Crisis of
Retirement-Age Policy " New York, 1977 and 1979, Free Press-Macmillan Pyblishers, for an
extended discussion of the economic, biomedical, and demographic factors that may lead to a
reanalysis of current retirement age policy.
1See page 36 for statement of Karl Kunze, chairman, National Institute on Age, Work, and
Retirement, NCOA. .

.
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This is a subject about which NCOA has been concerned for some time, and to
s which we have devoted an increasix_lfmamount of attention in the past few years. The
* sctpe of our present activities is per| best summarized in testimony delivered by - *
. #our executive director, Jack Ossofsky, before the President’s Commission on Pension
. Policy earJir this year. A copy of that statement is'enclosed for review. :
The areas covered by the statement are (1)'a'survey of the attitudes of top “
N mdnageZent of the “Fortune 1,000’ ‘companies on retirement planning-related ques-
- tions and (2) the retirement planhing grogram developed by NCOA with support .
from the Administration en Aging'and a consortium of large: unions and major

co%pamqs. , . e .
. e believe, that NCOA’s retirement planring prgfmm represents a major step . .
ts in a tangible,

forward in the field, particularly in the wa it resu] personalized
= plan Jor each employee and spouse involved. 'We would be happy to? provide mofe
. gg‘t)aifs about the program, or respond to any questions you or your staff might have
Tabout it. .~ . s 3 .
Your interest in this matter—so vital to the economic well-bging of retirees and =
their families—is greatly appreciated. et . <9
< Singerely, . v . R .
8 . , e , " Epwagp F. Howanb,
T Ve © . < General Counsel. - - .
* Enclosure. <, L

i . .
» STATEMENT OF JACK OssoFsgy, EXECUVE DIRECTOR, THE NATIONAL COUNCIL ON THE -
Aamng, Inc, aND gauunn W. Frizeatrick, Pu. D., Director, INDUSTRY CoNSOR- s
TIUM RETIREMENT NNING PROGRAM . . 4

We are pleased fo appear begore you today to discuss the questiqn of an adequate
«  retirement income in an'inflationagy era. * <" .
As you know, the National Coun¢il onsthe Aging has a long history of concern ‘
over the economic status of older persons, both when they are employed and when
.« they are retired. NCQA is a private, nonprofit organization formed m.{950 and from '
its in:fe{ption it has focused on the issues of age, work, income, and retirement as , .
\ th% ect the middle-aged and older worker. '
e timing of this hearing is fortunate for it follows by one day the announce-
¥ ment of the results of a major study that will be of interest to the Prasident’s
Commission on Pension Policy. The survey, entitled “Retirement Preparation: Grow-
ing Corporate Involvement,” was df the chief executive officers and rsonnel direc-
- tors of the Fortune 1,000 companies. The survey was conducted Reséarch &
“ ForeCasts, Inc., a,subsidiary of Ruder & Finn, Inc. The Nation#l &uncil on the
A%mg assisted in the design of the survey and the interpretation of the results.
1t the same New York City press conference ht whiclythe survey results were
announced, the National Cogncil on the Aging also annoy the availability of its -
snew retirement planning p&mm. We have prepared materials which summarize -
-both the survey. and the new program and, wifh your permission, we Fould like to
make them available to become a part of the record. g - O .
We believe that both the survey and the new retirement ‘planning program— -
especially its dplersontal financial ;‘imnmg module~—bear angtlie topic of-this hear-

ing. We.would like to discuss, pertinent aspects of each. o -t v
e survey dealt.with fdtir'major questions: P e co ! R
L. The gffect ol'inflation on early retirement. 4 R
.. -+ 2 HowXhe older-employee is viewed by employers. . ‘ : *
Y 3. The ived benefits of retirement planning programs; and - - .
. 4. The future,of retirement plannin'g tEm‘gmms - Lo, o N
1 will summarizé the findings in each of the four : X .
1. Effects. of inflation on-early retirgment.—Significantly, nearly 9+of 10488 per- . "

tent)/personnel directors queriéd see a decrease in ®arly retirement Among.their
employees. They view tHid as a direct reésult of contindihg inflation gnd its»impact
on fixed inSomes. -t L

« ° = This finding coincides with recent teports from the Social Secun'&y Administration
indicating that applications for edrly retirementhave-dropped off. Moreover, scat:
tered reports from individual companies such”as-Sears & Bechtel suggest more” “ . <
gg)ployees are also delaying their retiremept beyond the normal retirement{ age of .

2 .- 4 - .

In other words, an-a cansequence of inflation we see the probable reversal ofta 10- .-
yeak.trend toward earlier retirement and, beyond that, more workers delaying ‘their,
retirement Fgat age«6h, The implications are’olyious; Unless some means is found to

N ) re.emp gyeee that their retirement income will be 'ade?uate, more, older employ-
. will hold onto-their jobs a‘nd we will have’'a work force that is aging at an *© * \
AR N . ‘ z‘ n ' - -0
. Q . e s . " 1, . .
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accelerated rate. It will include many employees who would like to retire but who
are afraid to do so for financial redsons. - * .

2. How the older employee s viewed.—We are pleased to state that the survey also
found what appears to'be a marked improvement in executives' attitudes toward
older workers. .

* Four out of five (84 percent) of the personnel dipectors disagree with the state-
ment that older workers tend to be less productive rg@: younger employees.

And nearly one-third (31 percent) of the personnet directors feel that older work-
ers have much better attendante records than younger workers, while the remain-
m? two-thirds (65 percent) believe their attendance records are somewhat better

n terms of job satisfaction, three of four (74 percent) of the, personnel directors
report they find older workers to be generally more satisfied with their jobs than
are younger employees. These findings can be contrasted with results from earlier
studies. In 1974, NCOA commissioned a national study of attitudes toward older

. gersons. That study found nearly 9 of 10 (87 percent) respondents, who said they
ad personal responsibility for hiring and firing workers, believing older workers to
be less productive: and more likely to have on-the-job accidents.

The improvenient 1n the attitudes toward older workers, as found in the new
suyvey, is in our view tardy but most welcome. Moreover, the recognition of the
productive ‘i(alue of the older worker is taking place at a time when we can expecta
more older workers to hold onto their jobs, rather than retire, because of the
problem they arfticipate due to inflation. Accordingly, we can presume that, though
the older worker may feel that retirement 1s not a viable option, he will on the

ther hand find a more positive work climate than, gxisted only § years ago.

3. Beneﬁts of retirement planning programs.—The new surveyaalso suggests that
the corporate view of retirement planning programs continues to evolve and, we’
believe, fot e better. Sigmficantly only a minority of the respondents (34 percent)
believe 1nducing early'retirement—particularly among nofiproductive employees—is
an i;nﬁortant reason for having a preretirement education program. _ L7

Perhap$ even*more 1interesting is that 9 of 10 (92 percent) of both the, chief
executive officers and the personnel directors believe retirement planning is impor-

‘stant in encouraging people to lead productive lives. And 8 in 10,(81 percent) see it as
important in using the Nation’s resources. . Lo s
Nine of tén (91 percent) of the personnel directors indicate that retirement prepa-

ration programs will improve relations with employees; 8 in 10 (83 percent) say they
will rce morale and productivity; and a little over half (53 percent) see them
as enhaicing the corporate image. :

R A .
There has been behef among many that a major reason for having a retirement
preparatioh program was’to induce retirement. We are pleased that two oft three
surveyed rejected this view and instead cited more positive reasons for having such

programs. ® - .
4. The future of retirement prepty‘atzoru_,pr@‘ums,—More than. four of five (83
percentipersonnel directors say thesmajor spur to retirement preparation programs
is inflation and its financial ramifications. And almost the same percentage (82
percent) agreed with the statement: “Corporations feel they have some social re-
spongibility to prepare their older -workers for retirement.”
Only B7 percent of the personnel directors say they presently have programs, but
another 22 percent of their companjes say they are working on them. Almdst all (92
.pertent) of the perfonnel directoss polled think companies will be more committed
to rétirément planning in the future. % ’ Lo
Accordingly, NCOA beligves that retirement preparation pro%'rgms will, continue
to grow, both in number and 1n comprehensiveness. Inflation will continue to'b& one
of the major reasons for this growth. At the same time, we believe the changing
" dttifude towardl older Workers and the commitment to social responsibility will be
an equal—and perhaps in the long run, a greater facfor in the contiriped growth of-
retiremen{ preparation programs. In this connection, I will cite orie more finding §f

" the survey. More thar 9 of 10 chief executive officers and personnel directors agrée

that although {he responsibility for retipgment planning is a shared .one between
the employer and the employee, the primaty responsibility tests with the individual.
Retirement preparation programs, of cqurse, are the means for helping employees to
meet this rgsponsibility. , « v

In 1977, the National Cbuncil on the Agihg joined with a consortium of major
companies and large nions for the purpose of%develgpinig a new approach to
retirement preparation. A major feature of this new retirement preparation pro-

ram would be the uhique way in wwhich it treated personnl financigl planning

hese criteria were established: : ’

kes inflation-into account.

*” .

S

\ It had to enable the employee to develop a long-range persona‘l financial plan that
ta . -
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. The approach had to be one that diverse groups of employees could use, including
> - bluecollar workers. . ‘. R

In preparation for developing the program, a survey was conducted of employee
‘expectations regarding retirement. In response to the question: “If you do run into
problems after retirement, in which area or areas are they most likely to occur?”
more.than two cut of three indicated fhey expected maintaining their standard of
living would be a problem. This confirmed our belief that inflation had to be fully
ad in the program we were developil:ﬁ;iDlsclxssions with employees after the
surve{ suggested that’many believed high inflation rate3 to be temporary and would
probably go away before they retired. It is possible that in the 2 years since this
survey more and more employees have come to believe that inflation is here to gtay. |,
Many lack confidence they can retire and still be financially secure in such an ~-
economy*and thus delay their retirement. . . .

I would like to describe briefly how o retirement planning program helps
gmployees and their spouses plan financially for their retirement, taking inflation !

. into account. In describing the process, I will réspond to some of‘the specific. .
‘questions you wish to have addressed 'in this hearing. 4 A "

1 would like to mention at the outset that the program is not designed¥oE p‘oﬁm

whd have very high incomgs or persgns who have very low incomes. Rather, it s for,
* the great mass of employees who fall between thoge extremes, from blue-collar
employee up thrqugh midlevel executive. Vo .
e personal financial planning modple is the\largedt component ‘of our new
" retirement planniggkrogram. It requires three sessions of about 2% hours eack to °
conduct the module.'A basic assumption is that, while the employer and the Govern-
ment might help, each person must’assume the responsibility for his or her own
financial,security in retirement. ° -

Thi module takes very sophisticated concepts and breaks thém up into small,
understanda&, and easy to use pieces. Employees are hel to apply these pieces .
step-by-ste their own situation using personal data during the module. As a
result, each employee actually ‘%]roduc% is own long-range ‘personal financial plan _
during the three sessions comprising the module. s !

The module stresses maintaining a, given level of Eurchasing power during the
retirement years. Maintaining purchasing power is a key concept and is used so we
ft;an dﬁa with finances in future years avhen inflated dollars have different values
rom y. . .

.In the early part of the module, the employet is helped to forecast what his
retirement expenses will be at the time he plans to retire and what they will be
eacls year of his retirement. This forecast may span a period of, say, 10 years before
fetirement and.20 years after retirement. An assumption is made about the average
inflation rate during that peried, such as 7 or 8 percent: In other words, inflation °
before retirement is taken into account asywell as inflation after retirement. .

e of the three alternative techniques' we help the employee use in determinin%
retirement expenses is to calculate a figure'that is equal to 60 to 80 percent of
preretirement purchasing power. It is a mistake and is misleading for some ‘econo-
mists dnd noneconomists to talk about 60.to 80 percent of preretirentent income. In
reality, retirees soon need more than 100 percent of their preretirement income to _
maintain purchasing power.in an inflationary economy. The emphasis should prop- >
erly be on maintaining Ppurchasing power not maintaining a given income,

fler estimating retirément expenses and projecting them into the duture, we
help the employee and spouse do the same with their currently expected retirement
income. We show them how tb construct a grabh that allows them to quickly and
easily compare their expedted expenses with their gxpected income for each year of

retirement. We call this graph a retirement inrcome’profile. - .

Sjnce the retirement income profile is in terms of purchasing power, gn indexed |
pension, such as social security, will be seen as holding the same purchasing power *
over the entire retirement geriod. On%he other hand, a fixed-income pension will be
gseen as constantly losing ite!purchasingpower. .

For example, at a 7-percent rate of inflation, a $200-per-month fixed pension is

worth only $100 per month after 10 years and only $50 per month after 20 years.
Every 10 years, in other words, its purchasing power is cut'in half. .
- The employee uses his retirement income profile to identify gaps between expect- ™
ed expenses and expected retirement income. An employee might find that in the
early years of retirement his retirement income purchasing power will be ‘more
than'he needs and that it is not until 4 or 5 years after retirement that the income
pyrchasing power gap will develop. [ L

e then assist the employae to determine how much of a nest egg he or she will

. need in order to fill any gaps that exist over the, say, 20 years of retirement. More
specifjgadlyy the employee’s present assets are analyzed and projected to the time of

~ze
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expected retirement If they equal or exceed the nest egg needgd, it is reasonable for
the employee to expect a financially secure retirement .If the projected assets fall
short of .the amount needed, the employee knows how much in additional assets he
needs to create before he retires or, as an alternative, how much he will have to

, adjust his Planned retirement lifestyle in order to reduce costs.

e conclude the module with a substantial amount of time devoted to saving and
investment possibilities Each employee and spouse learns to use a set of basic
criteria for evaluating a wide range of saving and investment possibilities that
might be of interest to them. Stress is placed on maintaining after-tax yields that
come as close to the current inflation rate as possible—or even exceed it—without
incurring too much risk. , ® .

I wish toyemphasize that in this three-session module the employee actually
develops a long-range personal retirement financial plan, covering perhaps 30 years,
that takes inflation into account Blue-collar plantworkers and whitecollar clerical
employees are highly successful in this module, as are other groups of employees

In the financial plan that results, the employee 1n effect becomes responsible for
indexing his own retireinent income to the extent that 1t 1s not indexed by another
source The employee also assumes thé responsibility for providing an additional

'pension and 1ndexing 1t—if the pension from his emYIder is 1nadequate from the

start, These can represent major demands on an emploFee's present income, Yet, if
the employee does not #ssume this responsibility, the alternative may be poverty or
nger poverty 1f he hives long enough 1n retirement .The recent Johnson & Higgins/
Lows Harns survey reported that employees are willing to sacrifice current income
in order to have indexed retirement benefits.

Some employees 1n developing their financial plans are surprised to learn that
they can afford to retire Thesé are employees who will not feel they must stay oh ~
the job out of fear of inflation-when they want to retire, ‘s

Employees who find they aré grossly inadequately prepared financially for their
retirement are usually pleased to have the problem diagnosed and their specific
needs 1dentified. They then carrbegin to realistically assess their options and take
positive steps. . 4

Our observation confirm that employees who experience the module dre more
likely to take advantage of options they overlooked before,

Even with the begt efforts, many employees will reach retirement with-insuffi-*
cient pension income to maintain a reasonable semblance of their present standard.
of living. They will need to be employed, at least part-time 1n order to have an
adequate ,retirement income. In our retiement planning program, we stress the’
creation of retirement job options well in Advance of retirement. .

We believe that a comprehensive module such as we have developed can help the
employee to fulfill his own responsibilities for retirement financial planning. In
support of the same objective, we would like to suggest that the Corfimission give
consideration to the following: . .

1. Seek ways to encourage the provision of qnore part-time or part-year work
opportunities for persons who are retired or whoﬂant to retire This would not only
make use of a valuable, productive resource—elder persons—it would also help
them to maimtain their financial independence. The answers for 1mproving our
public and private, pension systéms are not Jikely to come quickly. In the mean-
while, part-time retirement employment would be a major benegt to Qmployem )
whose employees greagfraid to retire because of inflation, tp the’ empldyees who
want 40 retire but‘fraitj to, and to those’already retired who are sliding into

verty as their puM@fasing power erodes

eep up with the cost of living. .

2. Studies show that the users of individual retirement accounts and Keogh plans
tend to be those who already haye some privdte. pension protection. Wé suspect that
the reasons why some individuéls do not take "advantage of these plans 1s because
they do not understand them. The'employee at the local drugstore, foodstore, or
clothing shop does not have a CPA or attorney to turn to for information and»
advice. Yet, anyone o(femng suchf'l plan must fill out and sign complex legal and_ .
financial documents designed for’lawyers, not for laymen Simplifying the use of
IRA and Keogh plans and taking steps to increase public understanding might
encgurage broader use among those who could be most hel by such plans

3 .The greatgst disincentive to save 1s found in the interest rates payable to small
depositors—5'fs percent and, 5' percent—which are less than one-half of the cur-
rent inflation/rate Many sayers. in_ seeking a better retur¥, have purchased certifi-

3 it only to fingd that they have locked themselves for yeafs into low

.rates relatife to the inflatioryyrate
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Results such as these tend to discourage small savers and investors from building
their retirement nest eggs. We need more incentives, not disincefitives, for this
oup and, if possible, some means of insuring that their savings and investments

gr retirepent will maintain purchasing power, not lose it pe*fetifément.
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