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. . . Older Americans possess a reservoir of experience
and a depth of knowledge thai is a great national
resource . . . we know that many individuals have
valuable contributions to make well beyond 70 years of
age and they should have the opportunity to do so . . . I
will back legislation which eliminates mandatory retire-
ment requirements in government and private industry
based solely on age . . . when it comes to retirement the
criterion should be fitness for work not year of birth.

President Ronald Reagan
April 2, 1982
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**The Sccretary of -Labor is directed to undertake an
appropriate study of institutional -and other
arrangements giving rise to involuntary retirement,
and report his findings and any appropriate legislative
recommendations to the President and to the

- Congress.
Such study shall include— : o~
(A) an examination of the effect of the amendment
made by section 3(a) of the: Age Discrimination in
Employment Act Amendments of 1978 in raising the
upper age limitation established by section 12(a) of
this Act to 70 year§ of age: '
(B) a determination of the feasibility of eliminating
such limitation:
(C) a determination of the feasibility of raising such
limitation above 70 yecars of age; and
(D) an examination of the effect of the exemption
contained in section 12(c¢), relating to certain ex-
ecutive employees, and the exemption contained in
section 12(d), relating to tenured teaching personnel.”

* (Scction 5 of the Age Discrimination in Employment
Act of 1967 as amended in 1978)

.

This report is in response to the requirements of See-
tion 5 of the Age Discrimination in Employment Act
of 1967 as amended. The report .was prepared by Dr.
Malcolm H. Morrison with the technical assistance of
Ms. Julia Stene under the general direction of Dr.
Willis Nordlund, Director, Division of Program
Development and Rescarch, Employment Standards
Administration, U.S. Department of Labor. The
assistance of Ms. Antoinctte M. Richardson and

Ms. Gail F. Lewis in typing the manuscript of this
report is gratefully acknowledged. 2 . .
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The Age Discrimination in
Employment Act

The Age Discrimination in Empioyment Act of
1967 (P.L. 90-202) took effect in 1968. It prohibited
cmployers, employment agencies and labor organiza-
tions from discriminating against persons age 40 to 65
in hiring, job retention, compensation and other ternis,
conditions and privileges of employment.! It banned the
usce Hf employment-related advertisements indicating
any preference, limitation, specification or ‘discrimina-
tion based on age and prohibited using age as a basis
for classitying or referring persons for employment.

The “rage limits’ in the 1967 ADEA—ages 40 and
65 were chosen to focus coverage on workers
especially likely to experience job discrimination
because of their age. The *‘upper age limit"* was set at
age 65 because this was a common retirement age in
U. S. industry.- The Age Discrimination in Employment
Act Amendments of 1978 raised the upper age limit to
age 70 for most private sector (and non-federal govern-
ment) employment, and provided that there is no upper
age limit on coverage for federal employment. The
1978 Amendments also specified that mandatory retire-
ment was prohibited prior to age 70 for employces
covered by the Act who were also covered under the
terms of private pension plans. -

The ADEA contains certain exceptions to its pro-
hibitions. An employer may discharge or otherwise
discipline an individual for good cause. The law’s pro-
hibiti6ns do not appty where age is a bona fide occupa-
tional qualification (BFOQ) reasonably necessary to the
normal operation of a particular business, or where dif*
ferentiation is based on reasonable tactors other than
age. Also, to facilitate the employment of older
workers, employers are allowed to make some age
distinctions in providing fringe benefits according to
the terms of a bona fide seniority system or,a bona fide
cmployee benefit plan such as a retirement, pension or
insurance plan.?

The Equal Employment Opportunity Commission
(EEOC) is responsible for enforcement of the Age
Discrimination in Employment Act of 1967 in the
private seetor and in State and local government

‘employment. Enforcement responsibility was

transferred to the EEOC from the Department .of Labor
on July 1, 1979. Responsibility for enforcement of the
ADEA in the Federal sector was transferred from the
Civil Service Commission to the EEOC on January 1,

Q ‘
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1979 along with responsibility - for Federal sector en-
forcement of Title VII of the Civil Rights Act of 1964,
These actions were taken to make the EEOC generally
responsible for enforcing anti-discrimination protection
for older workers covered under the ADEA, as well as
protection against discrimination in employment on the
basis of race, color, religion, national origin and sex
under Title VII of the Civil fk’lghls Act of 19643

l

Original Enactment of the ADEA
Age discrimination in employment is a matter of-

concern for the United States today becausc of the need

to enhance national productive capacity and attain the

goal of assuring fairness in employment opportunities

for all American workers. The Age Discrimination in
Employment Act of 1967 (ADEA) developedsduring
consideration of employment discrimination n Tite VI
of the Civil Rights Act of 1964. Section 715 of the law
required that: .
*The Secretary of Labor shall make a full and
complete study of the factors which might tend to
result in discrimination in employment because of
age and of the consequences of such discrimination
on the econuomy and individuals affected. The
Secretary of Labor shall make a report to the Con-
eress not later than June 30, 1965, containing the
results of such study and shall include in such
report such recommendations for legislation to pre-
vent arbitrary diserimination in employment
because of age as he determines advisable.™
The resulting study and 1965 report by the .
Sceretary concerning age discrimination in' employment
led to the formulation and enactment of the Age

"The ADEA applies o privite employers of 200 or more persons, to
State and local government agencies. o public and private employment
agencies serving such employers, and to labor organizations if they have 25
or more members or represent the cmployees ol covered employers or reter
persons to covered employers for cmployment. (Originally the Act apphed
to private sector employment; coverage was extended to State and local
government employment, and to the Federal sector by the 1974 Amend-
ments to the ADEA, included in the Fair Labor Standards Amendments of
19742 L. 93-259. 88 Stat. 55.)

IThe latter exception is explained further in the discussion of the 1978
Amendinients. befow.

“Ihis was accomplished under Executive Reorganization Plan No. | of
(978, transmitted to the Congress on February 23, 1978,
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Discrimination in Employment Act.»The Report tocused
on older workers not being hired becduse of age

N . N . . N . . N . . N R}
. diserimination. It identificd “arbitrary discrimination

as involving rejection -of older workers because of

“assumptions about the effeet of age on their ability to

do at job when there is in fact no basis for these
assumptions. This dl\(.l‘lmll]dll()n was distinguished
from decisions not' (o employ a person for a pdl‘[lLllldl‘
job when lhgrg is in fact a relationship between the in-
dividuals’'s d)_.,L and.his (or her) ability to pgrt()rm the
job.#

Apart from arbltrdry hmnu discrimination 1y the
form of speeitic age limits % igdlxurlmlnalcly lpllud. '
the 1965 Report recognized the effect on olde
workers' employment prospects of **factors of cir-
cumstance,’” such as personal health, educational at-
tainment, and displacement of glder industrics duc to
technological change. Specitically with regafd to pen-
sion plan arrangements, ifnolcQi that cost considera-
ions do not always operate against the older worker,
and it statedethat: .

"The extent to which the range of pension plan-

induced limitations on employment can be con-

sidered to constitute arbitrary diserimination is not

a simple matter, particularly in the light of great

variations in plan provisions and employer
practice.”™’ !

The 1965 Labor Department report noted that
while age 65 had been the usual age for anticipating
retirement in most private pension plans as well as
under the Social Security program, recent developments
had inluded (a) some lowering of the age n()rmx and
(b) the \ud(l]lmn of “special carly retirement”” clauses in
pl‘lleL pehsion plans, providing higher benetits than

“normal as incentives toward carlier retirement. The
report further observed that the spread of compulsory
and automatic retirement.provisions had lowered the

“age of retirement for many who wanted to continue to

work beyond age 65—with about one-third of men
retired under Social Sccurity eonsidering their retire-
ment as involuntary, and about 10 percent of those
retired under corporate carly retirement plans, regard-
ing their retirement as involuntary.® The Age
Discrimination in Employment Act of 1967 was de-
signed to substantially limit the imposition of man-
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**Mandatory Retirement”’

datory retirement prior to age 65, and protect older
workers against arbitrary discrimination based on, age
in l‘hc terms and conditions of employment.

In endcting the ADEA in 1967, the Congress ex;
pressed concern about mandatory retirement in Section
5 of the new ldw, directing the Secretary of Labor *"to
undertake an appropriate study of institutional and other
arrangements giving rise to involuntary retirement and
to report his hnduﬁ\s and any appmprmlg legislative

recommendations to the President and lhg Congress.’

had ~

—Focal Issue of the ADEA
Amendments of 1978 T -

Public ,concern regarding the issue of manddlory
retirement led to the Agt Diserimination in Employ-
ment Act Amendments of 1978 (Public Liw 95-256).
Attention focused on mandatory retirement at age 65,
which was permitted under the 1967 ADEA law.

‘Because of the age 65 upper limit on coverage,

employees who had reached that age were not protected
under the Act. Also, an exception to the Act’s provi-
sions designed to encourage the hiring of older workers
stated that an employer, employment ageney or labor
organization was not prohibited from *‘observing the
terms of a bona fidg 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 the Act, exceept that no employee benefit
plan shall excuse the failure to hire any individual.™
This permitted the mandatory retirement of employees
at various ages when “'normal™ pension benefits were
available—often prior to age 63.

Mandatory retirement requirements have been an
important structural feature of private pension plans
and employment practices in the United States even
with widespread withdrawal from the labor force prior
to age 65. Data from a 1973 LEmployer Practices
Survey conducted by the Burcau of Labor Statistics in-
dicated that approximately half” of the private

LS. Department of Labor, The Older
Dasevimination in Foplovment, Report of the Secretary of Labor oo the Con-
wress Under Section 705 of the Civil Righis Act of 1961, June 1965, p.2.

Mad L p. 17,
“lbul

Americen Wonker, Age
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ndnugricullurul'lubor force was subject to mandatory
retirement provisions.” Most of* the provisions set the
mandatory retirement age it 65. Some employers used
a higher age. and a very few stipulated a lower age.
Mardatory retirement regquirements specitying age 65
as the age at which retirement was required applied to
approximately 42 percent of the nonfarm work force.
For public employment—in the Federal sector and for
many State and local government employees—age 70
was a common standard for mandatory retirement,

In the Congressional deliberations which led to
enactment of the 1978 ADEA amendments, the follow-
ing themes were advanced in support of action to
restrict mandatory retirement age practices.® Individual
ability to pgrform a job rather than arbitrary age
distinetions, should be the basis for continued employ-.
ment. Public opinion, as evidenced in a 1974 Harris
survey was opposed to foreed retirement based on age.”
As Americans experience greater longevity and the
number of older perions grows, those who are capable
of working beyond 635 should be permitted to do so.
Bécause of widespread retirement before age 65, a
relatively small portion of the work foree had actually
been foreed to retire between Gge 65 and 70; and the
availabslity of fully accrued pension and Social Security
benetits at age 65 should continue to facilitate volun-

"The B nlplmu Policies and Practives Survey wars conducted m
Septeniber of 1973 by the Bureau of Labor Statistics tor the Employ ment
Standards Administration of the Department of Labor, Results of this survey
were reported in: Departiient of Labor, Employmeat Standards Administra-
tion, Age Discrimination in Emploviment Act of 1967, 4 Report Covering Ac-
tivities Under the Act During 1976, Submitied 10 Congress in 1977w, |um~
dance with Section 13 of the Act, pp. 3437 and pp, 7273

*The following documents constitute the legislative history ot the ADEA
Amendments of 1974:
House Reports: No, 95-527, pt. 1 (Comniittee on Education and Labory and
No. 95-950 (Committee of Conterence).
Senate Report No. 95493 (Committee of Conferencey,
Congressional Record: Vol 123 (1977y; September 13, and 23 consudered
andd passed House, October 19, considered and passed Senate, amended.
Vol 124 (1978): considered and passed Senate., amended. Vol 124 (1978):
March 21, House agreed to Conference Report, and March 23, Senate
agreed to Conference Report.
Weekls Compilation of Presidential Documents Vol 14, No LE (1978):
April 6, Presidential Statement.

Yihe Myt and Reality of Aving i Americe, Survey conducied for the
National Council on thie Aging. Inc.. Washington, D.C.. 1975, pp.
2132106,

Q
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tary retirement at age 65. Medical evidence had sug-
gested that mandafory retirement, could -have a
detrimental effect on’a person’s physical. emotional.
and psychglogical health, and cven on his or her life
span; following retirement, many pu)plg had
experienced financial difficulties because of decreases
in income which often accompany retirement, 81“ILLI|[)’
in finding reemployment. longer life spans over which
to streteh savings: crosion of fixed pensions by infla-
tion,-and. (especially for women who had ¢ntered the
labor fored after raising a family or being widowed or
divorced) reduced private pension b_gnghls as a result
of mandatory retirement. [t was also suggestgl that
forced retirement of capable older workers results in
increased demands on governmental retirement income
programs. such as Social Security. Supplemental
Security Income and various ‘public assistance programs
at State and local levels, as well as the Federal level.

During Congressional hearings on the legislation,
employers had expressed apprehension as to the "possi-
ble consequences of raising the mundul()ry retirement
age. The major arcas of concern were possible adverse
effects that might result trom such action including: ()
the possibility of an adverse impact on employment op-
portunities for young people and on promotional oppor-
t
and women: (2) uncertainty regarding workers™ produe-
tivity beyond age 65 and the potential administrative
burden in evaluating employee performance: and (3)
possible implications for pension plans,

During the Congressional deliberations on the
legislation the tollowing considerations were advanced
(o reduce fear of the impact on the labor foree of rais-
ing the mandatory retirement age: (1) with widespread
carly retirement, a relatively small portion of the
worktoree was actually forced to retire hetween age 65
and 70: (2) the availability of tull acerued pension and
Social Security benefits at age 65 could be expected to
continue to facilitate voluntary retirement at age 05,
despite ADEA proteetion against mun(le()ry retirement
betore age 700 (3) toreed retitement of workers at age
65 does not necessarily generate” a corresponding
number of job vacancies—Ilor example, during periods
ol cuthacks, employers may, reduce their work force by
not i »placing workers who retire; and (4) the numbers
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of y()ung pu)plg seeking jobs would be u)nsldgmbly
lower in coming years than had been the case over the
previous decade, as entry of the post-World War 11
baby boom generation into the labor foree had passed
its peak. As an indication of the labos force impact that
could be anticipated, the Department of Labor
-estimated in 1977 that it ADEA protection against
mandatory retirement betore age 70 had alrcady been
fully in effect in 1976. only approximately 200,000 ad-
itional persons in the 65 lhrough (9" age range would

. have remained in the labor force—as compared to the

addition of about 3 miltion jobs to the nation’s
workforce during lhu(,)”fur.

With regard to the issue of productivily. rescarch
was cited to demonstrate that chronological age alone is
a poor indicator of ubility to perform a job. Althovgh
certain physical capacities of an “individual may decline
with age, lessened ability in some respects may be
more than compensared for by attributes that often in-
crease with age, such as judgment and experiencee.
Rescarch findings. were cited as evidénce that the pro-
ductivity of older workers can be u|u.1l or superior o'
that of younger workers in terms of quality and quanti-
ty of work, dependability, judgment, human relations,
attendance and on-the-job safety. L mplnymun of 2.7

‘million people age 65 and older in 1976 was noted as

an indication that peop'  an continue to work produe-
tively beyond age 65.

In response to concerns about the need for greater
administrative effort to evaluate the performance of
employees on an individual basis. proponents of raising
the mandatory retirement age emphasized the need for
managerial responsibility to assure high-quality
performance at all age levels.

Rather than viewing across-the-board mandatory
retirement at a gi\;éll age as a means for people to
retire without a negative stigma. opponents of the prac-
tice asserted that it intlicts greater pain by depriving
|)r()(lu('(i\' ¢ older people of jobs and stigmatizes older
people in general as less productive. '

With regard to the impact ol clearly prohibiting
mandatory retirement requirements in pension plans.
the Department of Labor assured the Congress that the
ADEA amendments would not interfdre with any of the
provisions of the Employee Retirement Income Security
Act of 1974 (ERISA). For exampic. the amendments

3
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did not change ERISA's use of the term “normal
retirement age™ for designating the age under & given
pension plan at which a worker is cligible to receive
full ‘retirement benetits (without actuarial reductions on
account of carly rcetirement). Also, employers were
permitted to cease crediting service and adjusting pen-
sion benefits after the normal retirement age in the
plan.t? '

In response to employer concerns as to possible
cost increases in other employee benefits such as life,
health, and disability insurance programs, regulations
provided that such benefits tould be reduced as
workers advance in age. to the extent necessary to
achieve approximate equivalency in costs between older
and younger workers.

The ADEA Amendments of 1978 Restrict Mandatory

Retirement o

The Agc Discrimination in Employment Act -
Amendments of 1978 addressed the issue of mandatory
retirement by raising the Act’s upper age limit ¢n
coverage from age 650 70 and added language to
Section 4(f) (2) of the Act specitying that “*no bona
fide seniority system or employee benetfit plan shall re-
quire or permit the involuntary retirement of any in-
dividual’™ within the age limits on coverage specified in
the Act. Thus, mandatory retirement was prohibited

Suntil age 70 for most private sector employment and in

most State and local government employment.

Raising the upper age limit extended the protection
of the Act to cover workers until age 70, including
protection against involuntary retirement in the form of
discharge or termination of employees eligible for
Social Security retirement benetits (as well as possible
private pension_benefits). Maoditication of the (D) (2)
provision clearly prohibited mandatory retirement
betore age 70 under private pension plans. In conjunc-
tion with this. retention ot an “upper age limit™ at age
70. in eftect established the permissible mandatory
retirement age at 70,1 ,

Mandatory retirement at ages 65 to 69 (as well as
beyond the age 70 coverage limit) was allowed to con-
tinue for tenured faculty in institutions of higher educa-
tion until July 1. 1982, and indefinitely tor certain
high-level executives and policymakers. '

(Vg
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The provision relating to tenured faculty in institu-
tions of higher education was a response to concern
regarding declining enrollments and faculty reductions
resulting from deimographic trends. Advocates of this
exemption asserted that the prahibition against man-
datory retirement until age 70 could result in the fac-
ulty feductions having  disproportionate impact on
recently hired, untenured taculty —particularly women
and minorities. There was also some concern that cur-
rent financial difticultics of colleges and universities
could be cxuccrtyulcd by requiring retention of highly
paid senior faculty beyond age 65 without allowing for
budgetary planning. In addition, concern was expressed
that the nature of tenure agreements, designed to pro-
tect the academic reedom of faculty, might be com-
promised without such uﬂ’:cxcmplinn. Opponents of the
exemptiory contested asgCrtions that tenure precludes
performange cvnluuligrﬁs and discharge for in-
competence, they reiterated general arguments against
mandatory retirement, and they noted that older women
and minoritics would be Among older faculty members
aftected by the exemption. Because this provision ex-
pired on July 1. 1982, mandatory retirement of such

dentical tetters trom Department of Labor Assistant Secretars o
Employ ment Standards Donald Elsburg ta Sedator Harrson Ao Wallus,
Froamd Congressn Augusias Fo Hashins, September 8, 1978, ceprnted
the Tegislatise history to the T978 Amendiments i Senate Reporg 95 4030 pp
I T6 and Congressional Record, September 23, 1977, p HY9 7Y

e Act's eacephions 1o its profubitons contintie Toallow disciphine
andd dischinge of an mdiadial Tor good cinse, ad contimie to perig man
datory retirement where ape s hona hde ocanpational qualibicanon for
parhicular type ol work, CFlie hona ide oceupational qualihetion provisan
s Been Townd o apply. for example, to las entoreement jobs and iy e
o ransportation s anvobang responsibiiny for public satety, wineh mas

e namdiatory retirement requireiients esen belote ape 65 )

CThe Linpwage of the exeeptions, continied ine Sections 12wy and 12 oh
ol the Act, s as Tollows

12¢e) " Notnng i this Act shall be constru @ o pralibip compulsons

retirement o any eniployee swho has attgaed 65 sears of ape bur gor 10

vears ol ape, and who, for the 2oy ear penod nnmediaeds belore ete

ment s cmployed inicbong bide exceunse on Tneh polics tak iy posy

Bon, 1 sucle emplosee s enttled o an mimediate, o torbetable an

el retnement benehit rom e pension, '1nnl|l \|I.|IIII.\’:‘ savmps or e

fented compensation plan, or any combnuton ol such plans, of the

ctnploser of such aployee, shich vauads mthe apsrepate. at least

S27.000.0 . i

126y Nothing i tns Act shall be constraed to prohint compnlsonry

retirenient ol ay emplosee who has attened 65 sears of ape bur pot /o

Syedars ol age, and swhoas sersing under o contiact ol \Illllllllh;ll tennre

(or sumlar arvangement prosiding lor anbited wenarer al an istiution

ol hipher education
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fuculty members ih institutions of higher
now prohibited until age 70. K
The exemption allowing the mandatory retirement
of high-level executives and policymikers at ages 05
through 69 applies only if an individual has been
cmployed in “a bona fide exeeutive or high policymak-

education is

ing position”” tor the 2 years prior (o mandatory retire-

ment and is entitled to an immediate nonforfeitablegan-
nual retirement be efit provided by the employer
cquivalent to straight-life annuity of at least $27.000
per vear. This amount excludes retirement benefits at-
tributable to contributions of prior employers or to
employee contributions. It also excludes retirement in-
come from Social Seeurity. The definition of **bona
tide exeeutive™ set forth in regyations under the Fair
Labor Standards Act® should be met for an individual
to come within the scope of the exemption as an ¢x-
ccutive. Employees in high policymaking positions
were placed in the exemption to encompass liigh-level
personnel whose positions and responsibilities give
them a significant role in the development and im-
plementation ol corporate policies though they nuay
have little or no line authority. ' The reasons cited for
this exemption were the need to assure promotional
opportunities—especially for mid-level employees and
for achieving affirmative action goals —and the difficul-
ty involved in evaluating the performance of top ex-
ceutive personnel.

The 1978 ADEA Amendments addressed the issue
of mandatory retirement in the Federal sector hy
repealing a generally applicable mandatory retirement
requirement that had applied to FFederal employees
when they reached age 70 and had 15 years of federal
service. and provided for ADEA application 1o I'ederal
crnployment without any upper age lmit. "

Proponents of complete elimination of mandatory
retirement had advocated removal of an upper age lintit
from the Act. They viewed extension of the Acts ap-
plication until age 70 for most workers as atoststep
owiards elimination of mandatory retirement, and Gy a

reasonitble compromise with those who (et uncertiin of

O

/l' S

o

the consequences of chinging the-age 65 Timit i the
Act. Prior experience with a manditory retirement age
of 70 for federal emplovees was cited as a precedent
indicating that raising the upper age limit to age 70
would be reasonable.

In response o interest in the possibility” of com-
pletely eliminating the upper age’ limit on coveragd
under the ADEA. the Congress included provisions in
the 1978 Amendments to the Act requiring the Repart-
ment of Labor and the Office of Personnel Manage-
ment (OPM) to study the effects of the Amendments.
The OPM study was required to examine the effects of
the 1978 wmendments extending ADEA protection
without any upper age limit and repealing the age 70
mandatory retirement requirement in the federal sector,
and « report was required in 1980.1% The Department,
of Labor was required o examine the consequences ot
raising the mandatory retitement age to 70 tor
cmployees and employers, evaluate the feasibility of .
raising or climinating this age and study the elfects of
the exceutive and tenred faculty exemptions m the
Act. An interiin report on study findings was subnutted
to the President and the Congress in 198117 and the
law required submission of this final report in 1982,

Ve 29 Code ol Federal Repulatons, Part SH Section 4L

DA detatled discussien o the ntemded scope ot the exemphion s con
tamed 1 House of Representatives Repart Noo 98 950 Conerence Report,
AL Ch 9T ppe 910 '

S he amendments did ot repeal mandatons petrement prosisienis ap
Pl chle o Federal emplosees i certam spearhic vccupatons i it
conttallers, Taw entorcement olhicers, tuetiphters, amplosees of e ALiska
Roetroad, the Pamama Canal Company . the Canad Zone Gosernment. the
Foreren Sersiee, and the Cental Intelhpence Avency Tlesever Congies
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Retn'ement in the Umted States
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There are two basic indiators as to whether a per-
son is generally considered retired—the decision to
discontinue participation in the labor force and the
receipt of unploylmnl -based pension “benefits. annuity
or similar retirement income. ‘These factors may
operate separately or together to give a person retire-
ment status. Clearly. cligibility for retirement benefits

(including Social Sccurity benetits) is important in mak-

ing ii possible for older workers to opt to withdraw
from full-time career employment. Those whose in-
comes are adequate and who have a preference for pur-
suing liesure activities or personal interests (including
nonpaid volunteer work) may completely leave the
labor force. Discouraged workers who desire to work

‘but do not tind jobs, and individuals who are unable to

work due to severe disability or chronic ill health, are
also among those whose participation in the labor force
is discontinued—often even before becoming eligible
for retirement benefits. On the other hand, there are
older workers who continue employment on a part-time
basis—some sclf-employed and some retired from full-
time jobs, who receive pension benefits, work part-time
and can be considered partially retired. There are also
people who continue full-time einployment in addition
to receiving retirement benefits—for example. in-

dividuals who continue working beyond age 70 and

receive full Social Security benefits (without an earned
income offsét). and individuals who move to a new job’
after claiming pension benefits from a long-term former
employer.

In general when people say they are retired, they
mean that they have substantially withdrawn from the
labor force. A few who consider themselves retired
engage in some part-time work. However, those who
continue to maintain some type of labor force attach-
ment often consider themselves partially retired.

‘Americans have always placed a high value on in-
dividual self-reliance and working for a living. The
concept of workers accruing entitlement to deferred .
benefits during their working years to provide them a
decent standard of living in their later years ofjbcmg,
“retired’’ from the labor force is a relativelyyrecent
phenomenon. The increasing availability of such retire-
ment income benefits. linked to employment, has made
it possible for millions of American workers to
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choose—voluntarily to retire from employment in their
later years.

Establishment of the Social Security System was
obviously crucial in establishing the social norm
whereby workers in the United States gencerally an-
ticipate retiring from the labor force when they are
older, and receiving retirement income benelits based
on an carned right to benefits because of their work
history. With the advent of the Social Security system.
existing private pension plans were re-evaluated to
some extent as to their purpose. They have come to be
viewed more as a means for enabling retired workers
to maintain their pre-retirement living standards in their
later years, and for assisting employers in workforce
planning. Private pension plan retirement benefits have
been particularly important in supplementing the base
provided by Social Security for managerial and pr
sional workers, and for organized industrial worker.
More and more non-ugricﬂllurul workers are obtaining
coverage under private pensions and will receive
benelits in future years.

Private pensions have become an important feature
of employment arrangements for a substantial portion
of the labor force during the post-World War I period.
In 1940, private pension plans covered only about a
tenth of the nonfarm labor force. Since enactment of
the Revenue Act of 1942, allowing tax-exempt status
for tax qualified pension plans that do not discriminate
in favor of highly compensated employees, the tax code
has fostered the broad coverage of employces whose
employers provide pension plan benefits. The spread of
private pension plans was promoted by a National
Labor Relations Board ruling, in 1948 that retirement
pensions were subject to compulsory collective bargain-
ing under the Taft-Hartley Act.'® Labor unions in ma-
jor industries responded by bargaining for new pe.sion
plans, improved benefits and negotiated plans. Tax
consideration making contributions. to pension funds on
behalf of sole proprictors, tax-deductible under the
1962 Keogh Act helped encourage even small
employers to participate in pension pluns.

Windand Steel v. United States of America 77 NLRB 4 (1948). upheld
on appeal United Steelworkers of America CIO. et. al.. v. National Labor
Relations Board, U.S. Court of Appeals, Seventh Circuit. September 23,
1948.
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In 1979, approximately halt of all workers in the
U.S. were covered by pension plans. Among workers
ages 25-64. 56 pereent were covered. Coverage (of
workers ages 25-64) varied among sectors ol the
LL()I]()!]]V-—“‘()I]] 85 pereent in public employment
(Federal, State and localy. 70, 73 and 74 percent.,
respectively in mining, manufacturing and transporta-
tion and 58 pereent in the finance industry to 46. 41
and 36 pereent respectively in construction, trade and
services sectors. Pension coverage was more prevalent
among workers with higher annual carnings. Over 70
percent of workers whose annual carnings exceeded
$15.000 were covered by a pension plan. about 60 per-
cent in the $10.000 to $15:000 annual carnings range
were covered. fewer than 40 percent of those carning
$5.000 to $10.000 a yecar and only 13 percent of those
carning less than $3.000 a year were covered. Y With
vesting rights applicable to a greater extent than in the
past. an increasing proportion of workers can anticipate
receiving income from private pénsion plans in the
future.

The instutitonal arrangements for providing Social
Seccurity and private pension plans. designed to enable
older workers to continue to meet their income needs
after they leave the labor force. have cnabled many
Americans who desire to retire to do so voluntarily by
the time they are in their mid-60"s. Broad coverage of
American workers under the Social Security system
complemenied by private pension.coverage for a very
substantial portion of the fabor force. “together represent |
an institutional framework in which American workers
anticipate retiring from the labor force and thus retire-
ment by workers by their mid-60’s has become a
typical and generally accepted pattern in the nation.

Retirement Age

Age 65 has long been widely regarded as a
customary age for retirement. given widespread
cligibility for retirement benefits at that age as provided
for by the Social Security Act of 1935. The Social
Seccurity system and most private pension plans
calculate “*full benefits™ based on use of age 65 as lhc
assumed “normal retirement age.”” Except for in-
dividuals with less than 10 years of service, the
Employce Retirement Income Security Act (ERISA)

10
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does not allow pension benefits to be caleulated on the
basis of 2 normal retirement age”” later than 65,20

The actual age(s) at which people retire vary over
a wide range. The variation does not-strongly substan-
tiate, the notion of retirement at age 65 being a
behavioral norm. Despite the fact that under Sociul
churily and most private pension plans. chgibility for

““full benefits.”” is based on retirement at age 65, many
people take advantage of the availability of Social
Seccurity benefits at age 62—even though the rusullm;:
monthly benefit level is sngmhmnll) reduced
throughout the rest of the recipient's life. In recent
years. more than 60 percent of retirees have aceepted
such “early™ retirement benefits prior to age 65 under
the Social Security program.

Since Social Security benefits are only slightly in-
creased for work bevend age 65. the program provides
little financial incentive for people to continue working.
To a substantial degree. structural features of private
pension plans similarly tend to provide few financial
incentives for postponing retirement beyond age 65.
For example. under both the ADEA, and ERISA, pen-
sion plans are not required to provide credit or benetit
adjustments for employment after age 65. Thus.
employers have considerable latitude in structuring pen-
sion plan benefits and have not generally chosen to
pl‘OVIdL financial incentives for people to continue
working beyond age 65. In fact. to some extent. some
private pension plans pl‘()VldL special benefits to
facilitate ““carly retirement’” at ages younger than age
65. Where such “early retirement benelits™ are
available, they are often the result of collective
bargaining and reflect the desire of employees to have

president’s Commission on Pension Policy. Coming of Age: Toward o
Narional Retirement Policv. February 26, 1981, Tables 11 and 12, pp. 27
and 29, respectively.

ERISA requires that:

“Each pension shall provide that unless the participant otherwise

clects. the payment of benefits under the plan to the participant shall

begin not later than the 60th day after the latest of the close of the

plan year in which—

(1) The date on which the participant attains the carlier age of
age 65 or the normal retirement age specitied under the plan,

(2) oceurs the HOth anniversary of the year in which the partici-
pant commenced participation in the plan, or

(3)  the participant terminates his service with their employer.”™

(P.L. 93-406, Scptember 2, 1974 Section 206(¢))

To



Retirement Ages For Individuals Who Retired
With a Pension During 1976-1979

Number of Retirees ' Culimulative Proportion
Retiring by a Given Age Portion Retiring Retiring by
Age of Retirenent (in thousands) at a Given Age a Given Age
50 5,828 ' 0.6 0.6
51 7.878 0.8 1.4
52 8,221 0.8 2.2
53 10,394 1.0 3.2
N 11,103 1.1 4.3
25 40,238 4.0 8.3
56 31,452 3.1 1.4
57 29,145 ' 2.9 4.3
58 30,688 3.0 17.3
59 32,799 32 ‘ 20.5
60 57.529 : 5.7 26.2
6l 51,222 5.1 313
62 145,301 14.4 45.7
63 - . 118,392 1.7 '57.4
64 67,406 6.7 64.1
65 212,179 21.0 85.0
66 : 73.971 7.3 92.4
67 : 23,244 2.3 94.7
68 ‘ 15,631 1.5 96.2
69 9,700 1.0 97.2
70 9,410 0.9 98.1
71 4,088. 0.4 98.5
72 4,485 0.4 98.9
73 2,932 0.3~ 98.2
74 1,279 0.1 ' 99.4
75 1,081 0.1 - 99.5

SOURCE: U.S, Department of Labor, Labor Management Services Administration

the option of retiring voluntarily before they reach age _ Although there is a bulge in retirements at age 65,
65. - . * when full Social Security benefits and, most often

The wide dispersion in the ages at which people benefits under private pension plans are available, that
actually retired with private pension benefits is in- was the actual retirement age for only about one-fifth
dicated in the following table which reflects the results of the people in the survey. This compared with almost
‘of a sample survey of individuals who retired with pen- one-third of the individuals retiring with pensions be-
sions during the years 1976-1979. tween age 50 and age 62, approximately one-third at
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age 62 through o4, and about one-sixth retiring after
age 05, '

&

Older Worker Labor Foree Partieipation

In a broader sense. the degree to which people
retire from the labor force at various ages is reflected
in labor force participation rate data. Experience has
shown that the best available measure for evaluating
retirement trends is labor foree participation data
collected by the Department of Labor. This data
indicates whether people are participating in or have
withdrawn from the labor force. Withdrawal from
active employment is evidenced by decreasing par-
ticipation rates tor men in their 50°s and 60’s. Older
worker's usual behavior pattern—for men and wonien—
is totz! withdrawal from the labor force by their
mid-60’s.

Labor force participation by men aged 65 and over
has been declining since betore the turn of the century.,
Between 1890 and 1940 the participation rate dropped
from 71 to 41 percent. This decline has continued over
the past three decades with the participation rate drop-
ping from 46 percent in 1950 to 18 percent in 1981,

. Thus, in thirty years the proportion of men over 65 in
the labor force has dropped from almost one in two to
less than one in five. Only 13 percent of all people age
65 and older currently participate in the labor force—
three million such workers. Labor force participation
has historically been higher for men aged 55-64. Their
participation fluctuated between 94 and 87 percent bet-
ween 1890 and 1956. However, over the past ten
yeirs, there has been a significant decline in participa-
tion evidenced by the rate dropping from 83 percent in
1970 to 71 percent in 1981, Labor force participation
has also been dropping for men aged 45-54 who
historically have had extremely high rates of participa-
tion approaching 100 percent. However, between 1965
and 1981 their rate dropped to 91 percent. Thus, labor
force participation of men aged 65 and over continued
to decline significantly during the last 20 years and has
been accompanied by more recent declines in participa-
tion of men 45-64 years ol age.

Women's labor force participation has differed
considerably from that of men. Overall participation of
all women increased from 34 perceng in 1950 to 52
percent in 1980. Except for persons aged 65 and over,
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all age groups of women have increased their share of
labor market participation, For example, the Tabor
{drce participation rate for women aged 55-64 in-
creased from 27 to 42 percent between 1950 and 1981,
A similar pattern occurred for those aged 45-54, almost
60 percent of whom were in the labor force in 1981, 1t
appears that these sharp rates of increase have slowed
somewhat recently and it should be noted that par-
ticipation by women aged 65 and over has remained
between 8 and 10 percent since 1950,

Thus, substantial numbers of older workers not
only age 65 and older, but also men from their middle
fiftics onward have been leaving the labor force.
Overall, in the 1970°s there was an increasing
propensity for older men to leave the labor force
before age 65 and a moderation in the trend of in-
creased labor force participation by older women. If
labor force participation rates had remained at their
1970 level throughout the decade, about 1 million more
persons aged 45-64 would have been 1in the labor force
in 1980 than were in fact participating.

The Bureau of Labor Statistics has estimated future
labor force participation rates for older workers under
various population and labor force growth assumptions.
Intermediate projections indicate that in the next ten
years total tabor force participatior. will rise by about
four percent which represents a substantial increase in
women's participation sufficient to offset a continuing
decline in the participation rate for men 35 years of
age and over. The projections indicate that in 1990
only 15 percent of men and 6 percent of women aged
65 and over will be in the labor force and, thus, total
participation by older workers will drop to 10.5
percent. ' ,

Data concerning uncmployment ot older workers—
those participating in the labor force but not currently
employed—shows older workers experiencing lower
unemployment rates than younger workers, but in-
dicates that older workers who lose their jobs have
more difficulty in obtaining new jobs. In 1980, the
uncmployment ‘rate for workers age 65 and older was
3.1 percent, and 3.4 percent for workers ages 55-64,
as compared with a 5.4 percent unemployment rate for
workers ages 25-54, and 7.1 percent for all workers
age 16 and over. The duration of unemployment for
unemployed jobseekers age 65 and over in 1980 was
16.3 wecks, jobseekers ages 55-64 averaged 18.4

Lo
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weeks of unemployment, and those aged 45-54
averaged 17.0 weeks, as compared with 13.8 weeks tor
all workers aged 16 and over,

There is evidence that long periods of uneniploy-
ment experienced by older workers often lead to their
carly, involuntary retirement as they cease to search for
employment and become discouraged workers.”” The
Departinent of Labor compiles data regarding nonpar-
ticipation in the labor force. Not surprisingly a subsian-
tial majority of people age 60 and older who are nct in
the labor force indicate that they do not want a job—98
pereent according to 1981 data. Of the men, 83 percent
of those who -lid not want jobs cited retirement as their
current status, and 11 pereent cited illness or disability.
Of the women, 74 pereent cited keeping house, 19 per-
cent cited retirement, and 6 percent cited illness or
disability as their current status.

Most people in the 25-59 age range who desired to
work but did not participate in the labor force and
thought they could not get jobs in 1981, attributed the
unlikelihood of getting jobs to job market rather than to
personal factors. In contrast, people age 60 and over
were almost as lik:ly to indicate a belief that employers
thought they were too old, (a personal factor) as they
were to indicate that they could not find a job or that
they thought no jobs were available (job market fac-
tors). Among persons age 60 and older who indicated
personal factors for believing they could not get a job,
88 pereent indicated believing that employers thought
them too old and <12 percent indicated lack of education
or olhejperxonal handicap as the reason. By com-
parison, among people aged 25-59 who-were not in'the
labor force and thought they could not get jobs due to
‘personal factors only 18 percent cited a belief that
‘employers thought them too young or too old, 49 per-
cent indicated lack of eduation or training, and 33 per-
cent indicated other personal handicaps. Thus, older
workers tend to believe that-they will face age
discrimination when sceking employment. )

Part-time employment is very important among
older workers who participate in the labor fdpee beyond
age 65. Approximately half the people age %Qand
older who were working in 1979 were employed part-
time—44 percent of.the women and 56 percent of the
men. This compares with only 14 percent of workers:
under age 65 working on a part-time basis—fewer than
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5 percent of the men and approximately 20 percent of
the women in the 25-65 age range in 1979,

Demographic Changes

Demographic and labor foree trends have
implications that need to be considered in studying the
interaction between age discrimination and retirement
where il]\'nlunlhl'y retirement is of concern.

Life expectancy at birth in the United Stutes has
increased dramatically during this century. On average.
persons born in 1900 could expect to live 47 years.
Life expectancy at birth rose to 62 years in 1935 and
was 65 years in 1944, Persons born in-the 19607
could expect to live on average, 70 years. In 1978, life
expectancy had further risen to 73.3 years—69.5 years
for males and 77.2 years for females,

Deereases in mortality rates in the younger age
ranges carlier in this century have made it possible for
more people to live longer. Combined with high birth
rates and immigration in the late 1800's and the first

important

"two decades of this century, this has led to increasing.

numbers of older Americans in our current population.
Furthermore, lite expectancy at older ages has been
increasing—especially in the post-World War II period,
due in large part to significant declines in the number
of deaths due to heart discase and stroke. On average,
persons reaching age 65 in 1978 could expect to live
another 16.3 years—men approximately 14 years (to
age 79) and women approximately 18 years (to age
83). Thus, more and more people can expect to con-
tinue living well into their 70's and 80's.

In1900, there were 3 million people age 65 and
older in'the United States; in 1930, there were about
62 million; and in 1980, 25 million. At the turn of the
century, only one out of every 25 persons—4 percent -
of the U.S. population—was 65 or older. Today, ap-
proximately one in ninc—about 11 percent—ot the
population is in this age range. By the year 2010, this
age group is projected to include 32 million people, (12
percent) and by 2030, with the entry of the post World
War II baby boom cohort into this age range, there
will be some 55 million people age 65 and older (18
percent of the population).

The 1965 report by the Sccrcmry of Labor con-
cerning age discrimination mlgmploymgnl, which led to

e
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cnactment of the ADEA observed that:
Although scientists and doctors have extended life
with almost incredible ingenuity, and have cased
some of the physical pains of old age, there has

been no comparable invention regarding the uses of

these long years ol vigorous active life that now

«commience at the point where, until almost this

generation, life pegan rapidly to ebb. Yet, this is

in truth a miracle, . . . and it is hardly to be
wondered that it has brought with it new problems
as yet unsolved, indeed as yet hardly examined.*!

As more people continue to enjoy good health and
are able to remain active through their 60°s and into
their 70's and 80's our concept off what constitutes
“old age™ may be shifting. The increased life expec-
tancy from 62 years when the Social Security Act was
enacted in 1935 to more than 73 today, along with the
visibly increasing numbers of people living into their
80's and beyond make this apparent. Although people
in their-60's may well be considered " Older
Americans,’" in the future, the term “old age™
more cominonly used to refer to pcoplc living
their 80's and-90’s than to “voun%r ' people
60's and 70’s.

Enactment of the ADEA in 1967 and the strong in-
terest in placing restrictions on mandatory retirement
evidenced in the enactment of the 1978 Amendments;
represent important developments in addressing the
‘need to revise stereotyped notions inherited from the
past as to what constitutes “*old age’” and what
employment policies are appropriate for workers in
their middle and later years.

With the number of people reaching age 65 ia-
creasing and longer life expectancy for people who
reach this age, more and more older Americans will
live longer healthicr lives. Coupled with the trend to
earlier retirement, this adds up to many people—and a
larger portion of the total population—retiring with the
prospect of many more retirement years ahead of them.
A comparison of the population age 65 and older—
most of whom have retired from the | labor force, with
the population in the 18 to 64 age range—generally

“

may be
into
in their

1ULS, Department of Labor, The Older American Worker ... op. cil..
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considered the working years, gives a rough indication
of the degree to which the retired population depends
on the working-age population to produce goods and
services they consume. This ""old age dependency
ratio™ has doubled since 1930—18 people over 65 per
100 age 18-64 as of 1980, compared with 9 people over
65 per 100 in the 18-64 age range in 1930, This ratio
will remain fairly constant during the coming 30 years,
and will then rise as the post-World War Il *"baby
boom™ gencration moves from the age 18-64 category
into’ the over 65 age group. By 2020, there will be 20
people in the over age 65 group for every 100 in the
18-64 range and by 2030 .the ratio will rise to more
tkan 30 people over 65 per 100 aged 18-64. If present
carly retirement trends continue in the future, the costs
of supporting a very large retired population will be
quite high for the working age group.

Insofar as people choose to continue working into
their 60°s and later and continue to contribute to Social
Security, private pension plans, and accumulate per-
sonal retirement funds, they can contribute to assuring
the availability of the goods and services and the finan-
cial resources to assure @ decent living standard for the
retired population—including the later retirees
themselves. To the extent that older people continue to
participate in the economy by choosing to work
longer, they also contribute to providing goods

and services needed in the economy as a whole. While

some may desire to continue working in types of
employment that they have pursued prior to becoming
cligible for retirement benefits, others may choose to

"pursuc other activities. Data as to older person’s in-

terests indicate that the majority of currently retired
persons and those approaching retirement now suggest
that they would be interested in part-time employment.
This is supported by the fact that of all persons over
age 65 now working, more than half are employed
part-time. But, the degree to- which preferences for
part-time or full-time employment will be actualized -by
older workers in the future depends upon numerous
factors including financial incentives to continue
employment, employer personnel policies, personal
preferences of older pcrsons, and overall economic
growth,
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Voluntary and Invohmtary Retirement

Growth in the availability of retirement inconie
through Social Sccurity and private pension plans -
facilitating voluntary 1ctitement by workers now is
complemented by ADEA protection against involuntary
retirement for most workers until they reach age 70.
To a significant degree, decreased labor foree participa-
tion by older workers reflects voluntary as compared to-
involuntary retirement. Nevertheless, involuntary retire-
ment of individuals when they would prefer to continue
working or still need their employment income to mecet
their financial needs and obligations, remains an impor-
tant national concern.

To some extent. involuntary retirement from the
labor force cannot be entirely avoided. For example;
this may be thé case if a person becomes unable to
continue working because he or she develops severe
chronic health problems. Also, older workers may lose
their jobs and have ditficulty getting new jobs if a
geographic area or-industrial sector is impacted by
cconomic ditticultics, or if technological change results
in deercases in the demand tor certain types of jobs.

Once an-individual becomes cligible to receive
some retirement income. his or her health, financial
obligations, the amount of retirement income available,
and prospeets for continued employment Ieading to
higher retirement infome later, all can intluence the
decision whether to retire at a specific time and age.
Whereas individuals who are not cligible for rclircmcnl
benefits may have no option but to continue working a
long as possible at whatever work they can obtain, a
person with somewhat poor health may prefer to stop
working if he or she is cligible to receive moderately
.adequate rulrumnl benelits. Similarly, an older
worker who is laid off because a company goes out of
business or shuts down a plant where the person
works. may prefer to continue to live in the same area
on a reduced Social Security. retirement income rather
than relocate. Thus, there urc\dcgrccx to which in-
dividuals cligible to receive retirement benefits may ac-
cept retirement depending on personal>circumstances
and the degree to which retirement income available to
them from Social Security and private pension plans
makes leaving the labor force a feasible option.
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A person’s desire to withdraw from the Tabor foree
may also be affected by the consequences of foregoing
retiremient benefits as a result of continuing to work,
and whether the individual foresees opportunities for
taking on new employment following cligibility for
retirement benefits—including the availability of part-
time work. Receipt of private pension benelits is
generally predicated on the individual’s discontinuing
tongstanding cmployment with a particular employer
(or in a particular industry covered by a multi-
cmployer pension plan). Pension plan provisions and
ciployer policies may preclude continuing employment
in the same work or rescind retirement benetits in the
event of reemployment by the same company or in the
same line of work. Nevertheless, people receiving
retirement benefits may go to work for a different com-
pany or go into a new line of work. As more and more
people are entering middle age and later ycars with
higher Ievels of education they may be more
employable, and have more flexibility in the types of
work they may beable to pursue. Also. with im-

_provements in health care, enhancing the capacity of

older Americans to réimain active, and with increasing
numbers of people living longer, more may choose to
pursue employment opportunities, prumll) in ficlds
where part-time work is available.

Thus. the decision to retire (whether completely or
not) is the result of the interaction of a complex serics
of institutional and personal tactors leading to choices”
made by individual workers. Their choices are signi-
ficantly influenced by the availability of public and
private pension benefits, by individual health, by man- .
datory retirement policies (where these exist) and by
personal obligations., preferences, and plans. The Age
Discrimination in Employment Act currently provides
protection_ for older employces up to age 70 from ar-
bitrary involuntary retirement based upon age in the
context of other major factors which influence retire-
ment behavior. Thus. the overall effects of the ADEA
on retirement patterns are significantly influenced by
public and private pension policies and unploycr
personnel policies.
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The Retirement Decision

3

The aging of the population will have a significant
intluence on the nation over the nest ity years. Dur
ing this time the Percentage of persons aged 05 and
over will mu& asc from 11 o almost 20 puunl ot our
national |mplllull’1n Due to declining birth rates. the
number of younger people entering the labor toree will
gradually dectine. niiddle-aged persons will increise
their share in the workforee, and later, Gafter the year
2010) the proportion of persons over dage 05 in the
population will rise dramatically. This change will af-
feet nearly every aspecg ol our society snud as par-
ticularly significant because of the consequences of a
continuation of current retiremient trends” for public and
private pension programs.

Retirement trends ¢ be vu\\ul from multiple
perspectives. There has been a continuing concern thi
older people in the Tubor market may reduce oppor
tunities for other workers. At the same time, mounting
costs for public and private pensions have raised -con-
cerns that the increasing number of carly retirees will
place serious additional economic burdens on younger
workers. - In addition, although a small number of older
persons are currently in the labor force. an increasing
proportion of retirees and persons approaching retire-
ment now suggest a preference for employment after
retirement. To these perspectives must be added: (1)
the overall view of the American people that no person
should be arbitrarily forced to retire because of age.
and (2) the recent shift in attitudes of younger workers
who now generally believe that older workers need not
retire so that younger employees can be employed.??

Because of population aging, trends in retirement
behavior. pension costs, and employment preferences
of older persons, there is increased concern with labor

" force participation patterns of older workers.

Evaluating the reasons for their reduced labor force
participation requires understanding of multiple factors

" which influence the decision to retire. Such factors in-

clude availability of pension benefits, ill health. oc-
cupation, mandatory retirement rules, perceived age
discrimination and limited employment opportunities.
The effects of mandatory retirement rules do not fre-
quently operate as an independent influence on labor

Rging in the Eighties: America in Transition, Louis Harris and
Associates, National Council on the Aging, Inc.. October, 1981.
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force participation, lustead, they usually aftect
ment decisions in combination with other factors of
which availability of pension benefits is the most
stgnificant. Thus, it can be anticipated that removal of
manditory retirement will hiave some conscauenees for
labor foree participation by older workers but the size
of the etteet will be intluenced by the other factors
which affect the retirement decision,

Pension Influence on Retirenment Behavior

The drop in labor foree participation by older per-
sons in recent decades has been the resatt of o number
of factors of which the availability and size ol retire-
ment benelits are together the most important. First,
Social Seeurity benefits are now provided to virtuatly
the entive Labor foree.
linve mercased at o rate bevomd the cost of hiving aod

In recent vears these benefits

maorcover are now avalable to all workers at ages
62-64 (with an actnrial adjustnent due to o longer
period of payment). Inaddition, Social Security pro-
vides only a modest three pereent ani.aal benetit incre-
ment for people who continue employment after age 65
and subjects persons carning more than $6.000 per
year to a fifty percent tax on carnings above this
amount by reducing benefits received between ages 65
and 70. Thus. the program continues to provide incen-
tives to retire carly and disincentives to remain
employed. '

The growth of prlvalu and government employce
pension plans has also significantly affected carly lTabor
force withdrawal by many employces. Usually. pay-
ment of benelits is contingent upon a worker leaving
the firm; often, pension credits are not accumulated
after the age of normal retirement in the plan (65 o
carlier); and many plans will begin paying benefits at
very early ages with little or no reduction for carly
retirement. Thus, private pensions also provide signifi-
cant incentives to retire and few reasons to remain
cmiployed at older ages.

A substantial body of research demonstrates that
pension cligibility and higher levels-of benefits may

_result in earlier retirement.?* The timing of retirement

is definitely affected by the benefit provisions of Social
Security and private pension plans. With full Social
Security benefits available at age 65 and actuarially

1
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reduced benefits at anes 02.6:4, in recent years more
than halt o all retirees have been accepting. carly
reduced benetits, Private pension plans usually provide
full benelits at age 65 but olten make unreduneed
benetits available prior o this gpe and many do not in-
cratse benetits tor employment alter the normal retire-
ment age, Barly retitement ineentives in privie pen-
sion plans may be more signiticant (hin Socia Security
in influencing retircment age choiees ot those older
workers who quality tor such benefits. However, both
types of pensions clearly provide tneentives for car'y
retirement. ‘

Age Diserimination

The ADEA complements the availability of retire-
ment income from pension plans and Social Sceurity by
assuring that older workers who do not wish to take
advantage of such incentives to retire or are ineligible
to do so, are not discouraged from working by
discrimination against them based on their age. The
1967 ADEA addressed a signiticant form of age
discrimination in the labor force—the process whereby
an older worker loses a job, then encounters age
diseriminatory attitudes and hiring practices among
employers which leads to the worker yithdrawing from
the labor force. The 1967 ADEA also made it illegal
for employers to arbritrarily discriminate against older
workers in terminating employees during periods of
staft reductions necessitated by adverse economic con--
ditions aftecting an industry. :

The importance of the ADEA in this respect con-
tinues to be evidenced by the fact that termination of
employment is by far the most frequent basis for
charges of age discrimination being filed against
employers. In 1981, nearly halt of the age discrimina-
tion charges filed with the Equal Employment Oppor-
tunity Commission (EEOC) were for termination of
employment—7.443 of 15311 charges. Complaints of
discrimination in hiring were the next most frequent
recason for charges being filed—12 percent of the
charges filed in 1981, '

Insofar as it acts to restrain terminations involving
age discrimination, restricts discriminatory hiring prac-
tices (including discriminatory advertising) and provides
redress to people adversely affected by illegal age

Q ' v,
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disceriminavon in employment, the ADEA s an institn
tional mechanism mitipgating, apgainst arbitrary retitement
ol older workers trom the worktoree,

During consideration o the 1978 Amendments to
the Taw, it was strggested that the ape 65 upper Himit i
the Act constituted an institutional fiactor condoning agpe
discrinnation against workers reaching age 95, in thal
it continucd o allow mandatory retirement at 65 or
later.

Mandatory Retirement

Prior to the 1978 Amendments to the ADEA,
various mational studies had indicated that small propor-
tions of all retirees (5 to 10 percent) had been foreed
to retire’” because of employer mandatory retirement
age policies. Of course, such policies might also have
had “anticipatory eftects’ encouraging workers to
leave employment prior to reaching the mandatory
retirement age. Findings from the DOL ADEA Studies
demonstrate that in the 1970°s, about 60 percent of all
employees faced a mandatory retirkment age (usually of
65) and that in most instances mandatory retirement
policies were accompanied by private pension plans.
Findings also indicated that mandatory retirement pol-
icies resulted in reducing labor force participation of
workers over age 65 by about S percent. Because the
large majority of older workers who were subject to a
mandatory retirement policy were also eligible to receive
a private pension benefit at or before the mandatory
retirement age, the impact of mandatory retirement

SWark and Retirement Data: a Longimdinal Srdy of Men, Herbert
Parnes and Gilbert Nestel, MIT Press. 1981 Reaching Retirement Age,
Sacial Security Administration, 1976: 1he Graying of Working America,
Harold Sheppard and Sara Rix, The Free Press, 1977; Economics of Aging:
The Fumere of Retirement. Maleolm H. Morrison, (Ed.) Van Nostrand
Reinhold, 1982, Reversing the Trend Toward Earlv Retivement, Robert L.
Clark and David J. Barker. American Enterprise Ingtitute for Public Policy
Rescarch. 1981 Interim Report on Age Discrimination in Employment Act
Studies, U.S. Department of Labor, Employment Standards Administration.
1981.

24 The Economics of Mandatory Retirement®” James H. Schulz, fn-
dustrial Gerontology., Winter, 1974 “Incidence of Compulsory Retirement

Policies™ Virginia Reno, Reaching Retirement Age, Social Security Ad-

ministation, 1976; **Outlawing Age Discrimination: Economic and Institu-
tional Response to the Elimination of Mandatory Retirement™ Robert Clark,
David Barker and Steven Cantrell. U.S. Administration on Aging Contract
#90-A-1738, 1979.
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s aned pension plims on the retirement decision minst
be considered simultanconsly, ™

I JOSO about halt the VLS Tabor foree worked
ofyanizations haviy mandatory renrement age ot /0
while the remainder taced no manditorny ape whi
soever. I peneral, foms tut had o nandatory aee
prior to the 1978 ADEA Amendments retatned this
poliey but raised the ave to 70 as required by law. Due
o continwation ol the carly retirement trend | few
workers e now directly attected by the hiyher nan
datory retirement age ot 700 Nevertheless, the Dol
ADEA Studies demonstrate that even this age has
negative consequences on the employviment ot older
workers and its removal wonld cneourage more Libor
force participation by older persons at carlicr ages as
wetl as beyond age 70,
C I 1981, approsmmuately 3 million persons over age
65 were in the labor foree of whom .2 million or
nearly half, were age 70 and over. This indicates that
people over age 70 can actively participate in the Libor
force and their participation might casily increase il the
mandatory retirement age of 70 were eliminated.

Health and Retirement
Health problems and resulting limittions on activ-
ity, clearly affect the labor force participation of older
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persons byl enns o then abrbey toowork and
mereasiy e Iihelihood of etirement o vanety ol
crosy secttonal researeh stadies, health o cmerged as
A estremely important factor meomdioadual vetieement
decisions, ™

I lonyatudmal survevs condueted by the Social
Scewrty Adonmstiation and the Olno State Phinversaty
about halt o all wen retiong before age 0 did so oy
reasons ol poor health 7 Nevertheless, over tune, the
Fealth of older persons has been miprov g and
Athoneh this nught have resubted e mere charees to
continue cmployment, instead. mote older peesons are

voluntarily choosing retireiment sathout facing pool

Sarerimt Report oot Vee Piscramindicen in Foroprdonvment Wt Nadies,
Uos Departinent of Eabors Eplovinent Standands Adnstiation, 198

eReactiong Renrement tee, Social Seannts Adinsiiation. 1976
Researchand Policy Tateracion”
oo SO Augpust, 1970

SHichael Boski, L oonon

SRetrement Patteris e the Uosted States
Lenore b Bisbye Socudd Securty Bullean,

Socnd Seentiy and the Retrement Decision
Iuguirs. v 1S Lanuany . 1977, Micoeconomie Deterinants of Farls
Retiwement”™ Joseph Quine. Jowrmad of Hunan Resowrees v 12 Suniner
FOT7. The Loonomes of Lalwr Torees

1oANch Began, Pnnecton Umiversity Press 1969

Participaion, Willam G Bowen and
CReurement Histony Suisey o Socual Secaniy: Adimnstiation, U S
Department of Heahth and Human Services Natonal Longitudinal Survess
ot the Labor Foree, Oluo State Universits . Center lor Human Kesoutee
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Dicabality Beneats

Provision of Socal Secunay deabihity benehies s
condhittoned orcthe deabrhing simfrcantls reducme the
s, althoueb health
o proaey factor o esaduatmy clmbihing tor snch

Capaoaty oo cantinoe cuployviment

benetns, the deternnume consideiation o ability (o can
Sinee 190t the Soctal Secutity

disababiy surance progtane (DB aas srovided bene s

tie cieptoviment

tor disabled warkers of allb ages who none been
covered under the program tor tinve of the
PICVIAUS TE Yedts Priom to onset sablity - Varons

Cavaulability amld

4 the Laboy

N

stdtes Tenve mdcated thae the
attonnt ot disabiduy benetits T
force participainon ot e prior o, e Fhese of
feets huve hecome more stenlicant sinee benehit fevels
ander the program have wmercased signiticanty siee
L9000 as have new avwards, Thus, the availability of
disability benetits now results v reducing the Tabor
force participation ot persons who quality under the
program and hasce not reached the age of qualitication
for retirement benefits, (Barly withdrawal from
ciployment can also oceur through the workers” com-
pemsation progrinn where benefits can be awarded in
the event of permanent disability resulting from on-the-
Job injuries or occupatioml discases).

< Wages and Assets

+ Higher wage Tevels have charactertzed the ULS.
ceonomy during the post-war period. These wages have
been accompanied by increases in public and private
pension benefits where benefit amounts are related to
wage levels. Thus, the existence o higher wages and
accompanying fringe benefits, including pensions, has

~led o an increase inincome at older ages and to the
ability to choose to stop work and aceept retirement
benefits, It also appears that targer asset holdings or
income from such assets are assoctated with carlier

retirement. )
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Uncmployment and Retitement

bcreaany Jevels of veneral nacmplosie e ol s
fosvenime the babor fovee partcapatioas ol older wand e
Uocmplovinent ab okder aees waalbe ot Jonee i
fro and can lead o ey swathideasal oy the Labog
force due to discormacement e the wearch tor edlin
cinploviment badence ndhicates that many olde
worhers who become nnenpltoved neay persan ntly
leave the Tahor force and aceept o vt el 1on
pension benefite, The comrequences ot unemplov et
meay bepattcubr by e nhicant Tor soonbers veed

Ny )

Retivement Patterns of Older Women

The dranane merease meowoimer - Libot farce pou
netpation e the Tast 20 veats o lea o conaderable
mterestin then retiement patterns, Fadhings trons the
DOL ADEA Stades indicate it mauned women oleen
Imk the decision 1o retre o that of thenr husbands.
Since women are gencrally several years vounger than
their husbands, tis leads 1o relatively carls o oaiement
Other stadies have wlso mdicated that house equity
husband’s Soctal Scearuy benetit and other pension
benetits also tewd 1o carlier retnement for el
women, However, an inerease inowages hus o
disproportionate ctfect in imducing continued Libor
force participation by older women, !

In the future more women will Iuve been
cmployed for their entire careers. A longer work

U Aocation of e by Afgrned Couples Approas i Retierent”
Robert Clark, Chomas Johnson and Ann McDermed. Socad Secarii
Bullern, v 43, 0o 40 Aprd 10x0. 7 Prospective Frends i the See and
Structure of the Elderdy Populanon, Impact o Morahts fronds Lot some
Iinplicanions™ Jacob Siepat, Current Popadation Reports . Special Stiada
Seriey P23 no 780 197X, The Dechine i Male Labor Force Participa

non,, Donald Parsons, Lovonal-of Political eopera s S8 Fehiuary 1980

SRetirement Polics inan Agne Socieny, Robert b Clatk o ed L Duke
University Pross, 19%0
Clark. Juamita Rreps and
16, September 197

e Bconomies of Agimg” Robent
Joseph Spengler, Journal of Econerac acnatsre, s

S Allocation of bimie by Marfied Couples Approaching Retrement”
Robert Clark. Thomues Johnson and Ann MoDermed. Soced Secutin
Bullenn, v 43, no 40 Apnl 19580
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history will produce higher wages and result in greater
investment in employment which may lead to choices
of later retirement ages. At the same time however,.
such work histories will also result in accumulation of
higher pension benefits and the option to retire carlier.
The overall effect could therefore result in increasing
labor torce participation between the ages of 45 and 60
~but “early’ retirement between ages 60 and 65. At
thjs time it is very difficult to predict the future retire-
ment age choices of the very large number of womer:
who hate entered. the labor force. There is a-con-
siderable likelihood: that the availability of pension
Benefits based on employment will become an impor-
tant factor influencing the retirement decisions of
_women. '

“Gradual Retirement and Post Retirement
Employment

Gradual retirement through rgduced work schedules
does not oceur very often in-the United States. Avail-
able information indicates that fewer than 10 percent of
_en hd\'L chosen this alternative and that this choice
was affected by the degree to which part-time work
was available,32 It appears that tapered retirement is
chosen more often by operatives, service workers and
laborers who may need additional income. Few
cmployers currently offer tapered or phased retirement
programs: and thus there is little opportunity for most

‘workers to choose such an alternative.

Evidence from surveys of retirees during the
period 1966-1978 indicates that about 10-15 percent of
retirees are generally in-the labor force at some point
after retirement. While recent data indicate that more

-older retired persons suggest they would accept
employment if it were offered, the.large majority of
retirces continue to say that they .would not accept an
offer of employment if it were made to them. There is
also no current.cvidence to suggest that recent high
rates o‘f inflation (now decreasing) have increased the

labor force participation of older workers.?3

T Tpc Retirement Experience’” Herbert S. Parnes and Gilbent Y.
Nestel in;Work and Retirement Data: A Longitdinal Study of Men, MIT
Press, 1981

e lqﬂ.nmn and Early Retirement: Recent Longitudinal Findings™

Herbert S. Parnes. Monthly Labor Review, June 1981.
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Recent surveys in 1978 and 1981 by Louis Harris
and Associates have indicated that more than half of
current retirees and workers approaching retirement
suggest that they wish to continue te work after
retiring.* While it is difficult to reconcile these iud-
ings with the lack of interest in employment demon-
strated through other surveys, the attitudes being ex-
pressed in the Harris surveys (that are not actualized
by job secking behavior of older retired persons) may
well reflect anticipation of changes in national retire-

‘ment policies which now tend to favor early retirement.

Thus, it significantly more meloymcnl opportunitites

¢xisted for older workers Such as _part-time and other
flexible work: patterns and if financidl incentives to re-
main at work were improved, their labor force par-
ticipation might well increase. The majority of the 3
million persons over age 65 now in the labor force
work on a part-time basis and the proportion working:
part-timg has continued to increase in recent years
reflecting both a preference for such employment and
some increases in part-time employmentopportunities
for older workers.

Summuarizing, the decision to retire earlyis in—
fluenced mainly by-the dle]dblllly of Social Seewgity
retirement benefits and other ‘private pension benefits
and by declining health. Other factors contributing to
this c¢hoice include pension characteristics that provide

Q
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financial incentives for early retirement, the Social
Security carnings test, mandatory retirement policies,
availability of disability benefits and lengthy uncmploy-
ment at older ages. Although mandatory retirement
policies reduce the labor force participation of older
workers between ages 65 and 70, these policies cannot

be evaluated in isolation from the sther major fectors
influencing the retirement decision. It is clear that

* voluntary retirements (not caused by health problems or

mandatory retirement rules) have been increasing and
that most older persons remain out of the labor force
once they have retired. .
Employed older workers represent a very small
proportion of the labor force and usually work part-
time. Finally, preferences for employment during
retirement are growing both among retired persons dnd
those approaching retirement age. Actualization of
these preferences has been slow in developing and
probably will be constrained by current policies en-
couraging carly retirement. If more flexibile work op-
tions were provided by employers it is likely that more
older persons would remain in or re-enter the labor
force. To the extent that such options were accom-

e Myth and Reality of Aging in America, 1978, and Aging in the
Eighiies: America in Transition, 1981 Louis Harris and Associates, [nc.
and National Council on Aging. Inc. :
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panied by financial incentives in public and privite pen- employment become more favorable. The Department

sion arrangements to remain employed at older ages, of Labor studics undertaken under the Age Discrimina-
their effects in stimulating more employment by older tion in Employment Act, indicate that labor force
workers would be increased. participation by older workers is influenced by several

important factors including the legally permissible
mandatory retirement age and public and private pen-

Future Retirement Patterns sion benefits. The elimination of mandatory retirement

There is general agreement among retirement will remove a barrier to employment for some older
policy experts that a continuation of current ecarly worker nd therefore more will remain cmployed.
retirement patterns is unlikely in the future. Weth the Howev. ., pension incentives will continue to strongly
likely complete elimination of the mandatory retirement influence the retirement age decision of most older
age and increasing preference for continued employ- persons.

ment by older workers, more alternatives will gradually
be provided to encourage later employment. Some '
employers, however, may choose to improve pension
benefits for older employees in order to continue the
perceived advantages of carly retirement patterns.
There are several factors which may result in a
sgradual shift in the carly retirement pattern in the years
ahcad. Among the most important are:
e A decreasing number of young entry level workers
aged 18-24 due to decline in the birthrate
necessitating retention of more older employees

e Increasing development of flexibile work options by
cmpluycrs (part-time, job sharing, phased retirement)

* Increasing provision of re-training to middle aged
and older workers to permit continued productivity in
the firm as well as individual educational efforts to
improve employability

e More provision of private pension benefit accruals
after the normal retirement age

'

"o More utilization of the Social Security delayed retire-
ment credit by older workers continuing their
employment after age 65 '

e Decreasing age discrimination in employment based
on reduction of erroneous negative stereotypes of
older workers. -

Although some older workers will respond to these
types of employment incentives, large numbers will
continue to retire at early ages during the next twenty
years. Those having adequate retirement income,
prefering leisure and/or volunteer work and those hav-
ing health problems, may not choose to remain in or
re-enter the labor force even though incentives for later

23
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Elimination of the Mandatory
Retirement Age
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The Age Discrimination in Employment Act
Amendments of 1978 (Public Law 95-256) raised the
mandatory retirement age ‘to 70 for the most private and
State/local government employees, and eliminated the
age entirely for most Federal employees. The law also
prohibited employee benefit plans (including pension and
retirement plang) from requiring or permitting the in-
voluntary retirement of any individual between 40 and
70 years of age. However, under the ADEA, pension
plans can stop accruing benefits and nced not actuarially
adjust benefits for employees working beyond the nor-
mal retirement age in the plan (often age 65).

Wide congressional support for the 1978 ADEA
Amendments was indicative of widespread public
opinion that no one should be forced to retire solely
because of age. In cnacting the Amendments, the Con-
gress recognized that many older workers continued to
be subject to mandatory retirement at age 65 irrespective
of their ability to perform their jobs. In addition, the
Congress was aware of studies documenting the continu-
ing performance capabilities of older werkers and”
refuting stereotypical assumptions that work performance
declined with age. Congress was also concerned about
the increasing aging of the population, the lengthening
period during which retirement benefits are paid because

-of increased life expectancy, the harmful effects of man-

Q

datory retirement on many workers and the difficulty of
finding employment after facing mandatory retirement.
While Congress did-not want to change the utilization of
age 65 as the normal retirement age in Social Security
and most private and government employee pension
plans, it expressed the view that this age should not
necessarily be used to require the cessation of employ-
ment by older persons.

Passage of the Amendments was therefore intended
to extend to capable older workers the right to remain
on the job until age 70 and encourage emp'oyers to
allow more older workers to remain in the labor force,
receive earned income, contribute to Social Security and
continue a productive role in the economy. '

In enacting the Amendments, Congress expressed
concerns regarding questions that had arisen about the
effects of raising or eliminating the mandatory retirement.
age. Important questions included:

e Uncertainty as to the impacts of raising or
eliminating the mandatory renrement age on labor
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torce participation of older workers and on the
employment of younger, minority and women
cmployees o :
e Potential administrative cost increases for employers,
related to performance appraisals for older workers
e Implications for private pension plans of raising or
climinating the permitted mandatory retirement age

- o Extent of utilization of the exemption allowing the

mandatory retirement of certain high level executives
and policymaking employces from age 65 on

e Probable cost and hiring ronsequences for colleges
and universities of raising or eliminating the man-
datory retirement age
These and other questions led Congress to reyuire

that the Secretary of Labor conduct a major research

study to provide information about these issues. The
original Age Discrimination in Employment Act (Public

Law 90-202, 1967) included a provision requiring the |

Secretary of Labor to undertake a study of institutional

and other arrangements giving rise to involuntary retire-

ment and submit findings to the President and Congress.

In response to this mandate, the Secretary had included

in Annual Reports to Congress under the Act results

from various ongoing national studies of the retirement
experience of older persons.

The 1978 ADEA Amendments, expanded the
research mandate specified in the original Act, and re-
quired that the Secretary of Labor-conduct a study to:,
(a) examine the effect of raising the upper limit of pro-
tection under the Act to age 70; (b) determine the
feasibility of raising or eliminating the upper age limit;
and (c) examine the effect of. the exemptions for ex-
ecutive employees and tenured faculty at institutions of
higher education. The Secretary was directed to submit
an interim report of study ﬁndmgs in 1981 and a final
report in 1982.

Between 1979 and 1981, the Department of Labor
conducted an extensive series of studies directly respon-
sive to the specific legislative requirements of the 1978
Amendments. The overall results from the studies were
transmitted to the President and Congress in December
1981 in the Interim Report to Congress on Age
Discrimination in Employment Act Studies. The Depart-
ment’s studies included a review of increasing ¢oncerns
employers have about an aging workforce in light of

31



S m!"‘ S oh ot T b B

e TR T AERTY ST LA TN T W T T e e T e e Sy
T TS T U T 20 ’ X ez

TR R AR S0 i

changing demographic conditions. This was done to con-
sider the overall significance of mandatory retirement as
a factor which reduces employment opportunities for
older workers and evaluate how climination of this fac-
tor would affect future employment opportunitics.

Employer and Employee Concern with an Aging
Workforce
_ Recent national surveys have documented the in-
creasing employer concern with the gradual aging of the
population and particularly with the changing composi-
tion of the workforce.
Employers now gencrally recognize that as the
. **baby boom’’ ages, their workforces will contain an in-
- creasing’ number of middle aged and older workers. At
the same time, these surveys continue to indicate that a
majority of older workers approaching retirement and

those already retired suggest a preference for work after

retirement (usually part-time).33 ,

Employers no longer necessarily view older workers
as having reduced capability or productivity. In terms of
certain characteristics such as consistency, judgment,
quality of work and attendance, older workers are fre-
quently viewed more favorably than their younger
counterparts by supervisors. Nevertheless, a majority of
employers still share the view of the general public that
older workers are discriminated against in the
workforce.

Because of the changing age composition of the
labor force, a significant number of employers have ex-
amined flexible work policies and corresponding
employee benefit policies. While relatively few have -
adopted such approaches, a majority are plaﬁni’ng to ad-
just to a smaller younger labor force in the years ahead.
In addition, a majority of employers believe that in ten
year$: (a) a larger proportion of their workforce will be
older workers; (b) more workers will postpone retire-
ment because of inflation; (¢} current early retirement .
policies will have to be chaed because of shortages of
younger workers; (d) benefic plans will have to be
modified to attract and retain older workers; and (e) .
flexible work arrangements will have to increase to ac-

- commodate the growing number of older workers.

Overall these national survey findings indicate that
employers now anticipate the aging of the workforce and

recognize that new personnel and employee benefit
policies will be required for the increasing number of
future older employees. An important but less well
recognized concern will be improving employer perfor-
mance appraisal systems not only to eliminate any re-
maining elements of age bias but also to improve the
evaluative quality of appraisal instruments upon which
personnel decisions are based. '

The surveys indicate that most employers have not
experienced any significant changes in average retire-
ment ages of employees since the enactment of the 1978
ADEA Amendments and are evenly divided as to
whether the average age will increase in the next five
years. Many employers report that a small number of
employees have chosen to continue to work beyond the
normal retirement age but that in most cases this
employment continues for less that two years. Finally,
employers continue to be concerned about the productive
capacities of older workers, employee benefit costs for
this workforce and potential promotion slowdowns if
many oldér employees continue to work for long periods

~ after the normal retirement age. However, none of these
concerns are considered serious problems at present and
employers generally expect to be able to adapt to
gradual aging of the workforce.

A 1981 Harris poll found that: (a) nearly three
quarters of pre- and post-retiree§ suggest that they want
some form of employment after retirement; (b) more
than two-thirds of business executives and 90 percent of
all U.S. adults oppose a mandatory retirement age; (c)
approximately three-quarters of all adults believe that
there continues to be substantial employment discrimina-
tion based on age which limits the opportunities for
older workers. Over the past seven years public at-
titudes have changed significantly about the need for
older workers to retire in order that younger persons
have more job opportunities. About 60 percent of the
entire population now disagree with the idea that older
employees should retire to make room for younger

35> Aging in the Eighties: American in Transition™* Louis Harris and
Associates, National Council of the Aging, Inc., 1981.: " A Survey on the
Effects of the 1978 Amendments to the Age Discrimination in Employment
Act"", Johnson and Higgins, Inc., 1980; **Retirement Policies and Pro- -
grams'*, ASPA-BNA Survev No. 39, Bureau of National Affairs, Inc. 198(

36 Employer Attitudes: Implications of An Aging Workforce™, William M.
Mercer, Inc.. 1981; ’
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workers. (In 1974 less than 50 percent of the entire
population disagreed with this proposal.)?

In summary, there is now substantial recognition of
the significance of an aging population and workforce by
employers and employees. Most.employers anticipate
gradually changing their personnel and employee benefit
plans to adjust to the aging workforce. Most older and
younger workers while not changing their planned age
retirement (usually 60-65) do anticipate post-retirement
employment.

These gencral survey findings and the results of the
Department’'s ADEA Studies, suggest that despite the
various public and private policies were modified to en-
-courage more flexibility in retirement age, including
eliminating mandatory retirement, substantially more
- older workers would be employed. It is important to
recognize that while eliminating any mandatory retire-
“ment age will result in more employment opportunity for
older workers, a major increase in older worker employ-
ment will require both modifications in public and
private pension programs to provide more balanced in-
centives for retirement at various ages and development
of flexible work options policies by employers.

Research Findings on Mandatory Retirement
In response to the research.requirements of the 1978

ADEA Amendments, the Department of Labor con-
ducted under contract three major studies:

1. The National Survey of Employer/Employee
Response to the 1978 ADEA Amendments

2. Analytical Studies of the Effects of Raising the Age
Limit for Mandatory Retirement in the ADEA

3. The Academic Retirement Study (A Study to Ex-

amine the Tenured Faculty Exemption in the ADEA)

In smaller studies, the Department also examined
the social and economic characteristics of older workers
and alternative employment policies. Detailed findings
from each study are available from the Department of
Labor. ) '

In conducting these studies, the Department was’
concerned with both the direct impact of mandatory
retirement on individuals and the administrative’ and
financial consequences of the Age Discrimination in
Employment Act as amended, for employers. The

o Y S T T T

Department recognized that the retirement decision itself
is simultancously influenced by mandatory retirement
policies, public and private pension policies and person-
nel policies. Study findings examined the consequences
of mandatery retirement policies in the context of the
multiple factors which influence retirement behavior.

Major Findings Related to Mdnddl()l‘) Retirement
Policies

The study examined three major issues—(1) the
response of employers and ‘employees to the increase in
the permissible mandatory retirement age from 65 to 70,
(2) the effect of mandatory retirement ages on labor
force participation by older workers, and consequences
for younger workers, and (3) prospective older workeri
labor force participation with mandatory retirement at
age 70 and with elimination of mandatory retirement.

o

*, Louis Harris and
1981,

31 Aging in the Eighties: America in Transition®
Associates, National Council on the Aging, Inc.,
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Employer and Employee Response to ADEA

In 1980 about half of the worklorce were covered
by a mandatory age (usually 65). After passage of the
ADEA Amendments most employers that had a man-
datory age increased it to 70 to conformi to the law but
made few other changes in personnel or employee
benefit policies. (Only 6 percent of all employees had
their mandatory retirement age limit removed as a result
of the ADEA Amendments.) Of particular significance
were the findings that: (1) the increased mandatory
retirement age did not result in increasing costs for per-

formance evaluations since most firms with mandatory

retirement already used a performance cvaluation
system; and (2) of the approximately 50 percent of
emnployers who voluntarily provided pension benefits to
workers who remained after the normal retirement age,
very few chose to discontinue this policy. Employers
reported that their workers continued to retire at
relatively early ages between 60 and 65 and they ex-
pected little change in this pattern in the near term ir-
respective of the higher mandatory retirement age. The
early retirements were often in response to financial in--
centives offered by employers including private pension
plans with early normal retirement ages, payment of
retirement benefits at early ages without reductions, and
continuation of life. and health insurance after retirement.
Employers retaining a mandatory retirement age felt it
was important primarily to assure promotional oppor-
tunities for ‘‘younger’’ workers. However, very few

reported that older workers remaining employed were in
fact causing promotional blockages or slowdowns to oc-
cur. With a continuation of the early retirement trend,
little expectation that retirement ages will change soon,
and provision of continued incentives to early retire-
ment, most employers do not anticipate changing their
personnel and employee benefit policies in the near fur-
ture in response to the increased mandatory retirement
age. The major effect of the ADEA ‘Amendments on’
employers therefore was to require the adoption of a

* higher-mandatory retirement age. The law did not

Q

generally result in employers changing other retirement-
related policies. B

The impact of increasing the mandatory retirement
age t0.70 on employee retirement decisions has been
quite limited. Most employees continue to expect to
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retire between the ages of 60-65. Only 11 percent sug-
gested any recent change in their retirement plans for
any reason and only one percent suggested that they

would retire later due to the higher mandatory retirement

age in the ADEA. This limited response may be partly a
result of many workers not being aware of the ADEA
and the .ncreased mandatory retirement age. The
Department's study and other national surveys indicate
that 30~40, percent of all employees are aware that there
is an age discrimination in employment law. However,
of these persons, no more than half know that the man-
datory retirement age is now 70. Thus, with such limited
knowledge, it is not likely that many workers covered

by a mandatory retirement age provision would alter

their expected ages of retirement. The DOL findings
demonstrated that most people have devoted some prior
thought to Social Security benefits and employers pen-

.sions. While retirement age plans may change over time,

they will not be changed immediately in response to an
increase in the mandatory retirement age. Finally, the
evidence from the studies suggested that with a higher
mandatory retirement age (or no age whatsoever),
employees may gradually delay their planned age of
retirement by 1-2 years. However; over the past twenty
years actual retirement ages have been consistently
lower than planned ages. Thus, even if the average ex-
pected retirement age increases to beyond age 65, it is
likely that the later age will not be chosen by many
employees because of the availability of early retirement
options. Thus far, very few employees have been’
postponing retirement either in response to a higher
mandatory-retirement age or for other reasons. Never-
theless, the later age lithit has provided some older
workers with the opportunity to continue employment
and thus contribute to the economy. Eliminating man-
datory retirement as an arbitrary barrier to employment
based upon age rather than ability, is an important goal.
Its achievement will result in more older workers conti-
nuing their economic contribution, improving their own
economic and social well being, and reducing long-held
sterotyped beliefs about the limitations of older workers.

Mandatory Retirement Ages and Labor Force Par-
ticipation by Older and Younger Workers

-Study findings demonstrated that the existence of the
prior age 65 mandatory retirement rule significantly

4

T T e
R NN Ao, |

o -



I RN T T o e SRy st s spm T
( i ORI W sEAb AT T3 Tia k L 12l

LA A

TR SRV AL IR T "
TR, R e

T Tl TR e et

reduced labor force participation of older workers.
While workers tacing mandatory retirement were more
likely to stop work than others because they were
usually eligible for pension benefits, this did not explain
all the difference in their retirement behavior. The
higher the private pension and Social Security benefits
foregone if employment was continued, the gredter the

_likelihood of retirement. However, the Department's

study and many other analyses demonstrate conclusively
that mandatory- retirement age policies reduce the labor
force participation of 60-70 older workers. The Depart-

‘ment projectsithat raising the mandatory retirement age

to 70 will induce 250,000 more persons 60-70 years of
age to have remained in the labor torce by the year
2000. This represents an increase of about 5 percent of
the total older workforce. While significant for many in-

. dividual older employees, the increase represents a very

small impact on the total labor force.

An analysis of the consequences of raising the man¢
datory retirement age on younger, female and minority
workers was also performed. Possible job competition
was assessed for youth, female and black workers
holding full-time, full-year jobs at wages comparable to
older workers. If:older workers holding comparable jobs
continue to work Jonger because of the increased man-
datory retirement age, then younger workers might be
expected to experience fewer jobs and promotional
opportunities. -

The results indicated that competition between older
workers remaining employed and the other ‘‘vulnerable’™
groups of workers was minimal and that problems such
as youth unemployment and barriers facing minority
workers would not be worsened by the change in the
mandatory retirement age. A relatively small number of
older workers are expected to continue working past age
65, and those that will do so will represent potential
competition for a very small number of younger, female
or black workers. Overall economic trends and aggre-
gate labor force demand are of far greater importance in
influencing the employment levels of these groups than

the effects of a change in the mandatory retirement age.

Labor Force Consequences of Eliminating the Man-
datory Retirement Age

- The Department of Labor’s projections from the national

Q
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2000, total labor force participation by persons age 65
and over will have increased by about 5 percent
(250,000 workers) as a result of raising the mandatory
retirement age to 70. Projections further indicate that the
complete elimination of mandatory retirement would
result in an additional increase in labor force participa-
tion of approximately 200,000 workers. This represents
an additional five percent increase in workers 65 and
over. The DOL projections indicate that taken together,
and assuming a continuation of current national retire-
ment policies, the 1978 ADEA Amendments and further
legislation eliminating the mandatory retirement age
would result in employment of approximately 450,000
additional older workers (aged 60-70) by the year 2000.
Therefore, the climination of any mandatory retirement
age, while helpful to thousands of individual older per-
sons who wish to remain employed, is expected to have
a marginal impact on the overall labor force no greater
than the impact of setting mandatory retircment at age
70 rather than age 65. -
Overall, the Department’s rescarch has indicated that
it is the financial benefits provided under the pension
plans to which mandatory retirement rules are usually -
linked, that remain the important determinants of retire-
ment age choice. Therefore, the long term impact of
eliminating a mandatory retirement age on the degree to
which older workers will choose later retirement,
depends heayily upon how private pension plan and
Social Security retirement incentives may change to in-
duce older workers to remain employed longer. At pres-
ent, the structure of both Social Security and private
pension plans provide significant incentives to retire at
or before age 65 and minimal financial advantages to re-
main employed. Under these circumstances, elimination -
of the mandatory retirement age will have only a very
small impact in the overall labor force. If Social Securi-
ty and private pension plans were changed to provide
higher benefits at older retirement ages, then the impact
of removing any mandatory retirement age would
become more significant. Even under these cir-
cumstances however, the overall number of workers
who would continue employment beyond age 70 is likely
to be small relative to the size of the entire labor force.
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Mandatory Retiregent Under Special %
Circumstances
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Exceutive Employees

The 1978 ADEA Amengme™® 'Nelude a provision
which permits the manggory *lrement between ages 65
and 69 of bona fide exeentive® N high policymaking
cmployees if: (@) the cmplo)/'{" IS in the exceutive posi-
tion for the two years immcd“““ly preceding retirement
and (b) the employee iy cntillc‘ Lo an gnnual retirement
pension of at least $27 000. Heagy of jocal, regional or
national operations of g corPOTon, heads of major cor-
porate divisions or inuyediat® Wordinates are con-
sidered to be *bona fige cx'v‘c“t“\’cs." »High
policymakers'™ are persons haVing 1 Jine authority but
who provide policy rcc(,,l1lllcf‘diiti<ans to top executives.

In enacting this exemption from the mandatory retire-
ment age of 70, the Copgres® tO0K potice of the potential
problems corporations pight “™Counter if they were
unable to assure predicgple F€M Tement patterns for top
exccutives, jeopardizing effe€tVe gverall corporate
management. Business frm$ SY8gested to Congress that
predictable replacemen of €O™POrate executives was cx-
tremely- important to propef ™ Nagement and that most
executive retirement sygem$ PTOvided for retirement to
commence prior to age 70. A'5° mentioned were dif-
ficulties of cvaluating the pcrforl‘nunce of high level cx-
ecutives and the necessity of MAintaining promotion
channels at the top of the cOfPCTate structure. The ex-
ecutive exemption was therefore enacted to provide flex-
ibility to businesses so that they would not be required
to retain top executiveg peyond age 65.

In general the executjve €**™Pption permits retention
of an age 65 mandatory retif®™Ment ryje for those firms
that have the organizagjgnal ¢@Pacity o administer this
policy (the larger firmyg), that h?tVe executives in or ap-
proaching the age bracket {f€Sted, and that have the
least growth in executiye pos'!Ons (the manufacturing
firms) and thus the - 35 n€€¢ *Or job turnover to main-
tain promotional ¢hanpels. i

In order to assess the ytiliZ310n of the executive ex-
emption by business firms, O1€ of the Department’s
ADEA studies—The Natioﬂa] Urvey of Employer and
Employee Response to the 19 ‘8 ADEA Amend-
ments—asked a series of queStOns regarding the exemp-
tion to about 3,000 firms i t"® nation, In addition, case
studies were conducted with 2 Stall group of firms to
further investigate thej, use Of the exemption,
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The nationg] survey indicated that 20 percent of all
firms were using the CXcmplinn in 1980. The firms weye
usually large firms anq manufacturing companies. An
additional 20 pereeny were considering using the exemy-
tion but had not gy yet decided to do so. The remainder
of the tfirms—g( percent—WETe not using the exemptioy,
Firms using the exemption fuggcstcd that t.h.c major
reason w‘us' assuring prom“““"‘_'l ()])pﬁ).rtlll]ltlcs and
secondarily to gehieye cost Savings. FiIrms not using the
exemption suggested that it was not needed because ex-
isting retircimeny patterns ar¢ satisfactory, with most ex.
ccutivnfs retiring by age 05 un_d that there were too few
executives in the fipyy to justify using the exemption. At
present the DCPurtmcnt of Labor estimates that the gregt
majority of exceutivey in the nation—75 percent—work
for large firms with pandatory retirement policies and
are covered under the exemption. Thus. it can be assum-
ed that most executjyes in 14r&¢ firms who meet the
legal definition for exemptiolt can legally be subject to
mandatory retiremeny at 38 65.

Summarizing, most 1arge firms are C}lrrently using the
exemption and thys fyvor its retention in the ADEA. In
these firms, the ability to retire top exgcutive employees
at ages 65-69 ig very jmportant for malptuining promo-
tional channels gnd permjtting changes 1n corporate
policies Without undye delay- There is also a potential
for growth in ytjlizagion of the exemption since many of
the firms who are prese"‘]y undecided about using the
provision have pension plans which do not provide for
full retirement benefits pefore age 65 anq may choose to
utilize the exemption as MOT€ top executives reach
retirement age,

Tenured Faculty Members at Institutions of Higher
Education

The 1978 ADEA Apendments included a provision that
permitted the mandatory retirement between ages 65 and
69 of employees serying under contracts providing for
unlimited tenure gt institUtiO"S of higher education. Thijs
provision expired op July 1> 1982 and the permissible
mandatory retiremen; age 18 Pow 70 for such employees.
This exemption was enacted because of concerns of
university administrators that establishing an immediate
mandatory retiremeng age ©f 70 when the 1978 ADEA
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Amendments were cn:c[uL would have resulted in
reductions in hiring younger fyeulty including minorities
and women, difficulties for ypiversity budget planners in
immediately adjusting to incregsed costs tor older fagulty
choosing to remain cmploye and difticulty with main-
tining tenure agreements, ‘fle emporary faculty ex-
emption was therefore designed to defer the mandatory
retirement at age 70 provision untit July 1. 1982 to per-
mit colleges and universities with mandatory yetirement
policies to adjust to the higher mandatory retirement
age. During the period of deferral, the Department of
Labor was mandated to condyet a study of the conse-
quences of the expiration of the exemption for higher
educational institutions,

One of the ADEA studies ¢xamined the consequences
for universitics of the expiration of the tenured faculty
exemption, The pUrpose of the study was to assess prob-

able effects on university couts for retaining older faculty -

who would choese to continye employment and possible
-conscquences in reducing the hiring of younger faculty
members. Although the study could not accurately
evaluate possible effects of removing entirely the.man-
datory retirement age, the direction of such effects was
demonstrated.

Predicting the retirement age choices ot university
faculty members i5 Somewhat more difficult than predic-
tions for the general population. This is the case because
the higher education environment is affected by such
provisions as tenure contracts, emeritus status for faculty
members, better health statug of faculty members, ex-
‘pectations for continuing productivity, etc. In addition,
universities are faced with the pecessity of bringing new
intellectural ‘perspectives into their faculties, handling in-
stitutional financial difficulties, meeting minority hiring
objectives and developing appropriate performance
evaluation standards. It is diffijcult to predict how these
factors will affect umversny policies which will in turn
influence faculty retirement patterns. Thus, there re-
mains uncertainty about fusire retirement patterns of
faculty members. Nevertheless, the study findings do in-
dicate that the upward shift i the permitted mandatory
retirement age from 65 to 70 will modestly increase
costs and decrease new faculty appointments at colleges .
and universities. While institytions will be able to adjust
to this change, the removal of any mandatory retirement
age may pose more difficult adjustment problems.

-
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The study findings indicated that in 1980, 52 pereent
of colleges and universities employing 68 percent of all
faculty members aready had o mandatory retirement age
of 70 or above. However, only 20 percent of univer-
sities, employing 12 percent ot all faculty had no man-
datory retirement age whatsoever. Most istitutions us-
ing a mandatory retirement age other than 70 were
private colleges and universities which continued to
utilize an age 65 standard and appeared to be awaiting
the expiration of the exemption before changing to an
age 70 poliey.

Study results indicated that raising the permissible
mandatory retirement age from 65 to 70 would result in
an upward shift in the age distribution of faculty
members, somewhat higher institutional costs and
declines in hiring rates but this will be followed by a
smooth adjustment to the new retirement age policy.
Thus, in the short run the effects will be moderate while
in the longer term they will be hardly noticeable. The
effects will occur over a ten year period 1982-1992 but
will be concentrated in the first five ycars. During this
period overall faculty costs are projected to increase by
3.percent and hiring of new faculty might decrease by as
much as 25 percent in a few institutions with relatively
small academic departments. These estimates however
assume a moderate increase in faculty members choosing
to retire after age 65. At the time of the study, such an
increase had not taken place among institutions that
voluntarily shifted from the age 65 standard to man-
datory retirement at age 70, and there is no strong in-
dication that retirement patterns of faculty members are
changing at the present time.

The study did indicate that a mandatory retirement age
of 65 does decrease employment beyond age 65 for
faculty members. It further demonstrated that with a
mandatory retirement age of 70, on average, the ex-
pected retirement age of faculty would increase from
65.6 to 67.0 years. At the same time, an examination of
available national data on actual faculty retirement age
trends shows stable patterns over the past five years with
most retirements taking place at ages 65-66, and a
gradual increase in retirement at ages 60-64. It appears
that faculty facing mandatory retirement rules (often in
private institutions) actually have been retiring about two
years later than those facing no such provisions (often in
public institutions.) This difference may in fact reflect
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the age at which full pension benefits oecome available
rather than an effect of mandatory retire ment rules.
Finally, information on expected age of retirement
gathered from current faculty members indicates that
relatively significant numbers expected to retire after ape
65 but that the actual choice of retirement age will be in-
fluenced by availability of pension benelits.,

Overall, the study findings show stable faculty retire-
ment patterns and fairly stable enrollments in colleges
and universities indicating adjustment to the expiration
of tenuged faculty exemption will have modest budgetary
and personnel consequences for most colleges and
universities. The expiration of the exemption, extending
protcchon against mandatory retirement to faculty
numbcrs between ages 65-69 as of 1982, will not in any
way prucludc colleges and universities from offering a
varicty of cmployment options to faculty members nor
will gt require modifications in existing pension plan
bendfits for faculty members. The expiration of the ex-
emgption will result in an cxtension of tenure contracts
for some faculty members by as many as five years.
Hopwever, the study findings demonstrated-that the
grddual extension of employment by a small number of
fadulty members can be accommodated by universities
and that by 1987 the effects of the increase in the man-
datory retirement age to 70 will have significantly
attenuated.

'Because of the difficulty of predicting future retire-
ment age choices of faculty members, the DOL study
was unable to systematically evaluate the potential con-
sequences of elimination ‘of any mandatory retirement
age for colleges and universities. The consequences of
taking this step are not predictable with present informa-
tion. Since the current exemption expired in July 1982,

~data on the effects of raising the permissible mandatory

retirement age in the entire higher education sector will
not be available until this change has been in effect for

“several years. Therefore, a study should be conducted to
.ascertain the consequences of a mandatory retirement

age of 70 and of eliminating the mandatory reurement

~ age, for universities and faculty members. If current

retirement patterns persist (even with a slight increase in

the average age.of of retirement of faculty members) then -

cost and hiring consequences of having no mandatory -
retirement age will be modest for many institutions. If,
on the other hand, many more faculty choose in the
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tuture to extend craplovinent o aee 70 0ud bey ond,
there sl be sipmrheant costs ey and promotion con
sequences Inoaddion, removal ot the manduatory retne
went e swould e g tat tente conttacts wouald von
e andebmitels Th would requare that nnmneraties
adop unproved pertornmee appraal systenis o
cvaluate facutty members
Collepes and universities have hdonically atihized

makdatorny retement ape policies and have penerally
aprrecd that an “approptiate’” retirenient apee for Lacudty
imembess s between 65 and 700 Otten, continaed
ciplovinent ophons have been proveded for Lendiy ot
retirement age but there Tus never been any requurenient
tat such options be ottered. Private colleges and unive
-sities have usually expenenced Later retirement ages than
publicly supported institutions. In general, collepes and
universities have historically adopted personnel and pen:
ston policies which have vsed nzandatory retirement agee
as a benehmuark for ternnmating regular enployment. Al
present university adnunistrators are concerned that
given the increasing preferences for later retirement now
being expressed by faculty members, a complete
climination of the mandatory retirement age mjght lead
o many more fuculty remaining cmployed beyond age
68. resulting in higher costs, reductions in hiring and
retention of faculty whose productivity might be declin-
ing. Current faculty retirement patterns in institutions
having a mandatory rctirement age of 70 indicate that
very few persons are extending employment beyond age
68. However. it remains difticult to predict the future
retirement behavior of faculty employees.

Age Discrimination in Employment Act Requirements

and Private Pension Plans -

The ADEA permits employers to observe the terms of
seniority systems and employee benefit plans (such®as
retirement, pension or insurance plans) so long as these
plans do not require mandatory retirement of any
<employee prior to age 70.

The ADEA does not specify in detail what ““terms™”
will be permitted under this provision. The Department
of Labor therefore issued regulatory guidelines and ad-
ministrative interpretations to clarify this issue after the
ADEA Amendments of 1978 were enacted. These
regulations permit cessation of providing pension benefit

RIC

Aruitoxt provided by Eic:

credit ton crpdoyees who work Bevondd the nornad

tetiement e e a compaany pensaonr plan Phe novala
tote were based apon the ey cxpreaacd Conere
stotal mtent that the ADEA not ol twath proveaons,
ot the Finplovee Retmement Income Seauniny Aot ol
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Atthe tie the ADEA Amendments weie nder
discusston, Conpress was concerned that requiny pen
~ton plans o continge o provide credst tor conployees
workmyg after the normal retitemient ape, moaddition 1o
Dernpe meongruent with FRISA Liw , would be socostdy
for cmiployers as to result i ther severely lumting
ciployment opportunities tor older worhers, Thus, the
Congress, after consulting with the Department, agieed
that the ADEA would not require pension plans to pro
vide credit for employment atter the normal retirement
age of a plan, which s usually age 65, The revulation
also permits employers to reduce certain benetits
provided to older workers (lite insurance, health -
surance and pension disability) so tong as the cost tor

-such benetits remains the same for older and vounger

employees. The intent of this interpretation is to en-
courage employers to retain and hire older persons by
permitting employers to spend the same amount of
money on fringe benetits for older as for younger
employees. However, the employer can continue full fr-
inge benetits for older workers, and. for pension benetit
purposcs, may continue to give credit for employees
working beyond the normal retirement age, adju@®pen-
sions to account for such employment and provide pen-
sion payments to re-employed workers.

The Department’s ADEA study questioned employers
about whether their pension plans provided continuing
credit for employees working beyond normal retirement
age. Approximately half of all pension plans currently
provide such benefits for covered workers. This finding
has also been corroborated by several studies conducted
by private pension consulting companies. The study also
produced a general estimate of the labor force conse-
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quencés;’ of requiring all pension plans to provide

benefits for ernployment after the normal retirement age.
‘The results indicated that only a very small number of
.older workers would choose to remain employed under
such circumstances. This seems reasonable since of
those employers whose pension plans now contain such

a provision, few report any significant number of older
workers choosing to remain employed with the present
mandatory retirement age of 70.

The Department of Labor believes that it would be un-
wise for ADEA law to conflict with existing provisions
of the Employee Retirement Income Security Act. ,
Therefore, in order to minimiz: such legal conflict and .
conform to the intent of Congress, the Department con-
tinues to support the current interpretation of the ADEA
which permits empioyers to decide whether their pension
plans will provide credit for employment beyond the
normal retirement age. However, the Department has
recently become aware of informationindicating that the
costs for providing pension credit for post-normal retire-
ment age employment rnay not be inconsequential if
large numbers of older workers remain beyond the nor- .

“mal retirement age. In order to make any further recom-
mendations on this issue, additional data must be
reviewed on actual and potential costs to employers who
currently utilize and may adopt a pension benefit credit
provision. The Department is now studying this issue in

_order to provide a factual basis for future
‘recommendations.
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Introduction

The Age Discrimination in Employment Act of 1967
was enacted by Congress *‘to promote employment of
older persons based on ability rather than age; to pro-
hibit arbitrary age discrimination in employment and to
help employers and workers find ways ot meeting prob-
lems arising from the impact of age on employment.”
Achieving the objectives of the Age Discrimination in
Employment Act is an important national goal which re-
quires continuous effort by private employers, State and
local governments and the Federal government.

The Department of Labor has developed recommenda-
tions for legislative, administrative and private sector ac-
tivity to assist in achieving these objectives. These
recommendations are based on the Department’s national
ADEA Studies, other public and private sector studies of
retirement and employment and periodic -consultations
with other government agencies, national employer trade
associations, trade unions, national organizations
representing older persons and State and local govern-
ment representatives. The recommendations are in two
major areas: legislative and policy; and education, infor-
mation and research.

¢

A. LEGISLATIVE AND POLICY¢

1. Eliminate the Mandatory Retirement Age by
Amending the Age Discrimination in Employ-
ment Act.

The Department of Labor studies required by
the Age Discrimination in Employment Act
Amendments of 1978, indicate that mandatory

retirement ages reduce the employment of older

workers and result in arbitrary discrimination in
employment based on age. The elimination of
mandatory retirement will result in increased
employment of older workers but will not
. significantly affect employment opportunities
of other labor force greups. Employers have
not experienced major administrative dif-
ficulties or increased costs with mandatory
retirement at age 70 and do not anticipate .major
changes in employee retirement patterns if man-

" datory retirement is eliminated. However, con-
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cern has been expressed about possible dif-
ficulties related to hiring -and promoting
employees aged 70 and older. The Department
of Labor thérefore recommends that the Age
Discrimination in Employment Act be amended
to eliminate any mandatory retirement age but
that prohibition of age discrimination in hiring
or promoting individuals be limited to persons
between the ages of 40 and 70.

Enacting such legislation will prohibit ar-
bitrary discharge, demotion or salary reduction
for all employees over 40 years of age and will
effectively protect them from losing their jobs
on the basis of age. The legislation would repre-
sent a fundamental improvement of the ADEA
which would substantially increase protection
against age discrimination for older employees.

~
Retain the Executive Exemption in the Age
Discrimination in Employment - Act allowing
compulsory retirement of certain executives at
age 65 or over. '

The executive exemption provision in the
ADEA is ‘being used by most large business
firms in the nation. A significant number of ad-
ditional firms are considering utilizing the ex- .
emption in the near futufe. For those firms the
exemption is very important in predicting
retirement patterns, assuring promotions and
changing top management. The exemption is
restricted to top executives and thus is ap-
plicable to only a small number of highly com-
pensated employees. The exemption 1S par-
ticularly important for large firms with complex
personnel systems where top management deci-
sions are significant for the national economy.
Retaining the exemption is therefore in the na-
tion’s overall economic interest. The Depart-
ment of Labor therefore recommends that the’
executive exemption in the Age Discrimination
in Employment Act be retained and modified to
remove the ‘current limitation of the exemption
beyond age 70 so that the exemption provision
will conform to the proposed elimination of any

"mandatory retirement age.
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Retain a Temporary Exemption in the Age
Discrimination in Employment Act at age 70
for Tenured Faculty Members at Institutions of
Higher Education. »

The elimination of any mandatory retirement
age will have unpredictable consequencés for
the nation’s colleges and universities. While ad-
justment to.a mandatory retirement age of 70
will result in some financial and hiring conse-
quences for educational institutions, these will
be manageable given current faculty retirement
patterns which in general result in a somewhat
later average retirement age than in the general
population. An abrupt elimination of the man-

datory retirement age altogether could impose

unpredictable cost and hiring consequences on
colleges and universities requiring rapid
budgetary and personnel adjustments. There are
also implications for the tenure system which
have not been fully examined. Due\to lack of
experience with an age 70 mandatory retire-
ment criterion (which became effective for all
covered institutions only. on July 1, 1982),
predicting future faculty retirement patterns
without any mandatory retirement age is ex-
tremely difficult. -

The feasibility of eliminating any mandatory
retirement age for tenured faculty employees at

‘colleges and universities should be examined

through a study of the consequences of such a
policy for higher educational institutions.
Therefore, the Department of Labor recom-
mends that if the mandatory retirement age in
the ADEA is eliminated, the tenured faculty ex-

emption be continued at age 70 for a temporary -

period, during which colleges and universities

could evaluate faculty retirement trends, study

the probable consequences of eliminating the
mandatory retirement age and proceed to
develop policies to minimize the consequences
of the future elimination of mandatory
retirement.

Congress should review major policy issues
related to the Age Discrimination in Employ-
ment Act.
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The Department of Labor studies mandated
by the 1978 ADEA Amendments and other
studies and policy analyses have indicated that
further information is needed to assess the con-
sequences of the Act and evaluate the merit of
additional legislative changes in terms of effects

~on employers and employees. Issues of par-
ticular importance are: (a) the effects of pro-
viding pension credit for employment beyond
~age 65: (b) the administrative and cost conse-
* . quences of hiring and promoting older workers
at dge 70; and (c) the consequences of current
ADEA procedural provisions permitting jury
trials and liquidated damage awards in age
discrimination litigation.

The Department of Labor recommends that
Congress review these issues in order to
evaluate the need for further legislation.

5. Make technical language changes in the Age
Discrimination in Employment Act to indicate
that the Equal Employment Opportunity Com-
mission is responsible for enforcement.

EDUCATION, INFORMATION AND
RESEARCH

The Department of Labor is aware of the need for
dissemination of information to business and industry
about older worker capabilitics. However, it must be
recognized that the development of suitable employ-
ment alternatives for older workers is in an early
stage and much more information and research is

needed to assist business firms in recognizing and im-

plementing programs and policies for older workers.
Achievement of long term economic growth can be

expected to result in significantly more opportunities .

for older workers in the private sector. Therefore, in-
creasing the dissemination of information and en-
couraging implementation of non-discriminatory

_older work employment policies is an important na-
tional objective.

The Department of labor is currently addressing

this objective through:

e  Conducting research sponsored by the National

(WH

Commission on Employment Policy on—par-
ticipation of older workers in'cgnployment and
training programs and program effectiveness;
government policies and employment oppor-
tunities for older workers; problems of older
workers related to plant closings and layoffs;
labor market problems of -older women, older
persons who are members of minority groups
and older handicapped individuals; part-time
employment; innovative employment -alter-
natives suitable for older workers; and produc-
tivity of older workers. '

e  Supporting a continuing longitudinal study of
middle aged and older workers to produce in-
formation on retirement age choices, employ-
ment at older ages and socioeconomic position
of older age groups. '

e Providing support for a variety of research and
demonstration projects focussing on such areas
as alternative work arrangements, part-time
employment and retention of older workers.

The Department plans to enhance these efforts
through: »

1.  Sponsoring conferences in conjunction with
business associations to provide information to
their members on personnel and employee
benefit policies for older workers and to pro-
vide information on techniques for hirirg older
job applicants. ’

2. Developing and disseminating publications
describing the capabilities of middle-aged and
older workers to business firms throughout the
nation with the cooperation of employer
associations, unions, and non-profit
organizations.

3. Developing a program of technical assistance to
private employment agencies and State/local
government organizations to assist them in pro-
moting the employment of older workers.

4. Developing publications with information on
the most successful employment policies for
-older workers.

The implementation of these plans would over time:
create a broader national understanding of the employ-

-
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ment problems and potentials of older workers; lead to comprehensive retirement preparation programs in-

implementation of feasible employment policies for such cluding information on second carcers, educational

workers; result in more job opportunities; and . allowances, trial retirement periods and flexible re-hiring

significantly reduce age discrimination in employment policies.

practices. There 1s now general recognition by business and in-
Employment opportunitics for older men and women dustry that the workforce is aging, that there will be a

both now and in the future will exist primarily in private  decline in younger workers, and that new policies will
firms. The Department of Labor has noted that in recent  be needed to assure utilization of the productive capacity

years, a number of firms have developed and im- of the older worker.

plemented innovative personnel and employee benefit The Department of Labor believes that information on »
policies designed to encourage employment of olaer the successful older worker policies and programs .
workers. Some of the most important policies include: adopted by business firms should be widely disseminated
flexible work options programs permitting part-time in the business community. Therefore, the Department
work, shared jobs and phased retirement; re-employment  will encourage private sector firms committed to
programs permitting former employees receiving pen- creating and improving employment opportunities for
sions to return to work; re-training programs permitting older workers to: (1) disseminate information on viable
job shifting based on competence in new technology; policies and programs to other business firms to inform
climination of any mandatory retirement age, permitting them of the capabilities and productivity of older
indefinite continuation of full time employment; revised workers; and (2) provide firms with examples of pro-
employee benefit policics providing for continued pen- - grams and policies of demonstrated effectiveness de-

sion credit for work after the normal retirement age; and  signed to enhance the employment of older workers.
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Conclusidon

The removal of age based mandatory retirement re-
quirements through amending the Age Discrimination in
Employnicut Act to prohibit termination of employment
based on age, will represent a major step in eliminating
agediserimination i employment in the United States.
As President Reagan has said **. . . Older Americans
possess a reservoir of experience and a depth of .
knowledge that ts a great national resource -, . We
know that many individuals have valuable contributions
to make well beyond 70 years of age, and they should
have the opportunity to do so if they desire.”"3® Allow-
ing a continuation of mandatory retirement age stan-
dards, in addition to precluding employment for older
workers, has also perpetuated myths that they are less
produciive and competent than other workers. It is time
that older employees be evaluated on their performance
and not on the arbitrary basis of age. The elimination of
mandatory retirement will improve the perception and
treatnment of older workers and result in significantly
more employment opportunities for this growing part of
our population. .

As age discrimination in employment continucs to
diminish, more employers will adopt personnel and
employee benefit policies to encourage job retention by
older employees and increase their job opportunities.
These policies will be implemented not only for the
benefit of older workers but also to improve the func-
tioning and productivity of business firms who will need
to use the capacities of the aging workforce in the years
ahead. Recognition of the need for the skills and ex-
perience of older workers will result in firms adopting
innovative policies and programs for older persons in the
future. '

3tRemarks by President Ronald Reagan at the Signing Ceremony for Older
Americans Month, the White House. April 2, 1982.
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