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BETTER UTILIZING AN OLDER WORKFORCE: A
FOCUS ON INTERGENERATIONAL DAY CARE

WEDNESDAY, SEPTEMBER 12, 1989

U.S. Houst O REPRESENTATIVES,
Szirzcr COMMITTEE ON AGING,
SUBCOMMITTEE ON RETIREMENT INCOME AND EMPLOYMENT,
Washington, DC

The subcommittee met, pursuant to notice, ax 1:30 p.m., room
2318, Rayburn House Oftice Building, Hon. William J. Hughes
(chairman of the subcommittee) praudmg

Members present: tatives Hughes, Stallings, Hertel,
Jontz, Pallone, Tauke, Ri ’ngm Schuette, and Stearns.

Staff present: Brian Lutz, Director; Amy Melnick, Research
Assistant; Ann O’'Donnell, Minority Staff L irector.

OPENING STATEMENT OF CHAIRMAN W.ULIAM J. HUGHES

rglr. Huanzs. The House Select Committee o.x Aging will come to
order.

First, let me apologize for the delay, but we jus' finished, over at
the Capitol, under the Rotunda, a memorial service for our late col-
league and friend, Mickey Leland, who was, as you know,
killed in a plane crash in Ethiopia just a few weeks ago. We de-
layed the hearing in order to see that that memorial service was
completed before we went and took any business in the House, so
we appreciate your bearing with us.

The committee has received a request to cover this hearing in
pert by television broadcast, other gmnt media, and by still photog-
raphy. In accordance with Rule 5A, permiseion will be grantad

ess there is objection.

Is there objection?

o recponse.]
earing none, it will bo so ordered.

First, let me just say that I am very, very happy to assume the
acting chairmanship of this very important subcommittee, and to
have the opportunity to work with my colleagues, particularly the
make Shis an ierceting aud  very produstirs subeommitise for

an in and a very productive s ittee for

the'rﬁb:lm“o“gfhmday’yw' hearing is to exami to better uti-
purpose (] is to examine ways r

lize the abilities of our rapidly growing older population,

particu-
hrl'zm-iommchuc'dmwhemﬂnyhavethe tial
of ing such an iinportant contribution to the education and
care of our children.

Q)
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STATEMENT OF REPRESENTATIVE THOMAS J. TAUKE

Mr. Tauxz. Thank you very much, Mr. Chairman.
Mr. Chairman, I first of want to commend you for calling this

Second, I want to express my gratitude to you for your opsaness
aswehavebe?mtoreutnmmrethicmbcommiﬂm\whryﬂr
leadership, and I certainly look forward to working with you on the
iscues ing older wor{m and retirees. .

Mr. Chairman, I have a written statement that I would like to
sul;mitforthemeord. and [ ask unanimous consent that I be able
to do so.

Mr. Hucaszs. Without objection.

Mr. Tauxs. Thank you, Mr. Chairman.

Mr. Chairman, about 2 years and 10 months ago my wife and I
had our first child, and it is a major chamofcoum._inth,ﬁm
of everyone when you have a new child. of the things that we
discovered is that we had to begin to encounter the womderfual
world of child care. And we were very fortunate to find a woman
who was from my home state of Iowa who had come to Washing-
ton, DC, after retiring from John Deere out in Iowa, and was
available and interested in coming to our home periodi and
taking care of our son. it is a wonderful arrangement for him and
for her and for us.

But there is a problem. When we pay Eleanor a dollar, fifty cents
is lost in Social Security benefits. On top of this she has to pay
Social Security tax. She has to pay income taxes. She has to pay
taxes to the State of Virginia. Then, of course, we have to pay-
roll taxes for Eleanor. The bottom line is that for every
sgend, she gets about five or six cents; for every dollar she receives
she gets about seven cents. The government gets the rest.

This does not provide much incentive for Eleanor to provide
child care for our son. Now, if I were not a of Congress
perhaps I would be inclined to say, “Eleanor, let us have weekly
gifts rather than have you provide services for which we pay.” But,
of course, the reality is thet if we are to follow the law, as we
expectallgoodcitimnstodo,weﬁnd that workers are di
from entering the work force. Older workers are
entering the work force, and they are penalized greatly
the tax system, through the Social Security earning limitations and
by current public policies. .

Obviously the demographics of the work force are going to
change a lot over the next decade. We expect that the work force is
goingtobeg‘etti.nﬁea lot older. At the same time, we anticipate that
there ic going to be a demand for more workers in the work force.
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tremendous opportunity

which they want to be a

I look forward, Mr.

witneases.

, to hearing the testizuony of the

[The prepared statement of Mr. Tauke follows:]




I am pleased to join our new subcommittee chairman, Bill
Hughes of New Jersey at this hearing to discuss labor force
participation and retirement trends of oldar workers. 1| shara
many of the chairman's concerns regardirg older workers and
retirees and look forward to the testimony that the subcommittae

will receive today.

In the background materials for this hearing, oldar worker
is defined as a worker aged %% or older. Some employment
programs define older worker as a worker age 45 or older. BEarly
retirement, as defined under the Sccial Security Act js 82 yaars
of age. In the private sector, early retirement options are
generally presented to those age 50 or older. Many early
retirees re-en.er the workforce and take on new opportunities.
On the one hand, 1 ask, what is 0l1d? Who should wa targat whan
we speak of older workers? On the other hand, what is
retirement? 1 believe that this qQuestion, in particusar, is
important to discuss in terms of both future employment policias

and benefits policies.

Today, the average retirement age is about 57. Thus, with

average life expectancy ever-ircreasing, tha avarage retirea can
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<
anticipate many years of the "good life." Throughout this

century, the relative importanca of earning® in retirement has
declined considerably. In fact, Social Security, pension income
and savings represent about two-thirds of retirement income.
Many retirees want to return to work after a few years of the
"good life." Given the demographie projections over the next

twenty years, this trend will be significant.

Additionally, I am concerned about policies affecting
displaced older workers: older workers who involuntarily
retire. Many older workers, primarily from the manufacturing
sector and through down-sizing initiatives, have lost jobs and
have found the job search exceedingly difficult. Older workers
have found that the native language in the workplace of 1989 is
computer -eze. Meny older workers need assistance to re-enter the

technologically advanced employment mainstream.

This trend underscores the importance of public and private
sector involvement in education and training programs. While the
Job Training Partnership Act ha: provided key assistance to
displaced, older workers, the public and private sectors can do
more. Clearly, both the public and private sectors benefit f rom

providing older workers with new skills for employment: the
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public sector benefits by increasad productivity while the
private sector gains by utilizing experienced, produetive,

committed older workers.

As we w._1 hear today, older workers and retirees are
increasingly the target of day care providers' employment
searches. | commend our witnesses not only for establishing a
meaningful link between senior citizens aind children. After
reviewing information on these recruitment efforts, 1 thought,

what a logical source for day care workers?V!

1 also se>ve as the ranking Republican on the Subconmittee
on Hwnan Reso.rces, the subcommittee with jurisdiction over many
programs affecting the elderly and children, and have haa the
opportunity to work opn developing alternatives {o~ child care
policy. I believe that the New Jersey programs thct we will

lesrn about today are models for other communities to examine.

In an effort to further encourage retirzes to become child
care providers, I have joined Chairman Hughes in introducing
legistation, H.R. 3079, to exempt child care earnings from the

Social Security earnings limitation. While 1 unequivocally



The Honorable Tom Tauke
September 13, 1989
Page Pour

support repeal of the earnings limitation for all retired
workers, | believe that this measura sends an important measage
to retiress who want to continue to work -- we have an important

job for you to consider.

Frequently, news {tems highlight the future demographies of
our labor foree. We have haard about the impact of the aging of
the "baby-boom"™ generation on various employment and economie
- poliey considerations. This hearing provides an important forun
in which to discuss the changing naads of & key componant ¢f cur

labor force -- older, experienced workers.

12
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Mr. Huguss. I thank the gentleman. Does the gentlelady from
Kansas wish to make a statement?

STATEMENT OF REPRESENTATIVE JAN MEYERS

Ms. Mzvzss. Very briefly, Mr. Chairman. I would like to com-
mendyouaho,andhmmendywandw.huhforinh'odww
this legislation of which I am a co-sponsor. I have to leave the hear-
ing early becruse I have another committee meeting that has a
mark-up going on, but I wil! he 7ery attentive to the testimcny.

Ivms hhhr?utboforoiluve,ifyoudonotthinkitwo\ﬂd
burdgnyouro?ieee legialation too much, that you extend this ex-

on. I, , favor doing away with the earn test en-
irely, but I would like to extend the exemption ‘o care.
Within the last 10 years my rience has been that my parents
were healthy, mobile, but frail. We needed pecple to with

thematnilgu,andwehadpeople with them around the clock, a8 &
matter of fact.

If someone aged 65 to 69 did not feel that they were physically
strong enough in some cases to bear the burden of dayl:me stay
with my parents, we did have several people who felt that they
could stay with them at night, or during quiet times durinilthe
time, or to do fuod shopping whiie another with them. How-
ever, because of the i test, and the difficulties that were
outlined by Mr. Tauke, we a hard time. I think there are so
mangfh things that people 65 to 69 can do if we wo'ild better encour-

em.

I thank you for 3 ~ur legislation, and I do look forward to the tee-
timolxl:y. If I cannot listen to it, I will read it. I thank you very
much.

4 p’dr. Huchzs. Thank you, gentlelady. The gentleman from Flori-
a?

STATEMENT OF REPRESENTATIVE CLIFF STEARNS

Mr. STeARNS. Thank you, Mr. Chairman. I also want to commend
you for these hearings, and to take the first step in repealing a por-
tion of this Social Security earnings test.

I share with my colleagues here the problem. I am, of course,
from central Flzrida, where the average age in my district is over
55, and many of the businesses down there are servive-oriented. I
hear the general complaints that my colleagues have spoken about,
but also the complaints center on the individuals who go into the
work forcc and work until May or June in motels, in restaurants,
in service-related businesses in Florida, and then they quit. They
spend the rest of the year trying to seek money and lots of times
t eK take the approach that they want somebody to &y them ir
cash. If they decide not to work then they corae back following
{'ear an¢ in many cases it is new jobs where they are retrained. So

hear from employers down in my state the complaint that “why
can't we re the earnings test?”

I think the hearings we are having here today dealing with child
care are ‘mportant, aud I commend you for that, and I hope that
we can move to a broader scope on this and hear the panelists
today to confirm some of the things ge;have talked abeut.

13
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STATEMENT OF THE HON. THOMAS J. DOWNEY
AT HEARING ON
"RETTER UTILIZING AN OLDER WORKFORCE: A PFOCUS ON PROVIDING
INTERGENERATIONAL Cr ;LD CARE"
Wednesday, Septembe- 13, 1989
1:30 p.m., 2318 RHOB

I am pleased to he here this afternoon to welcome our
witnesses, and I would like to commend Chairman Hughes for
calling this hearing. The topic of utilizing an older workforce
and focusing on intergenerational child care is a timely one and
one that has been of great 1nterest to me for Some time.

On Aagust 2, 1987, the Subcommittee on Human Services held a
hearing entitled, "Future Directions of Title V: Community
Servuce Employment for Older Americans.® That hearing had as 1its
focus the future of Title V of the Glder Americans Act, and
specifically, the exploration of opportunities for expanded
intergenerational activities within the Title V program. Today's
hearing serves as an excellent reaffirmation of commitment to the
combined talents and needs ot the elderly as well as our nation's
young people. I am pleased that the numher of older workers 1s
continuing to clumb successfully to the areat benefit of our
Nation's cnildren.

The witnesses testifying today bring with them a wealth of
information on the status, necds and concerns of the clder
worker, and I am pleased to once again see Dana Berry who will
update us on the progress of the Union C:.y Day Care Center,
which two years ago was serving as a mod:l proqgram which trains
older workers to provide child care services, and which obviously

1s flourishina since she last testified berore us.

15
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In my dual responaibility as the Chairman of the
Subcommittee on Ruman Services and as the Chairman of the
Subcommittee on Human Resources of the Ways and Means Commitiee,
I am ve:y intrigued by the idea of intergenerational programs.
These programs grow from a mutual need, and the combination of a
senior and a cnild working side by side brings a variety of
rewards and satisfaction, ranging from the affection a child
gives to a lonely older person to the financial rew~rds qained
from providing child care. The ever-rising costs of child care
are forcing single and working parents to cope with yYinding
proper and adequate child care for their children. The child
care industry a few years back began to look to older people as a
labor resource to help offset the constantly rising costs of
ch1ld care. According to the 1980 census, individuals over the
age of 55 account for 25 percent of the Nation's workers in
family day care and 7 percent of pre-rchool teachers.

As the Chairman of the Ways and Means Committee's
Subcommittec on Human Resources, I am very proud of language [
recently introduced into the Budget Reconciliation Act which will
provide funding for 10 demonstration projects across the Nation
to utilize volunteer senior aides in providing basic wadical
assistance and support to families with moderately or severely

disabled or chronically 111 children.

O
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There projects, part of the National Council on AJing's
Farily Priends Program, would bring older adults into homes of
children witbh handicaps and chronic illnesses to ofifar
assistance, support and friendship. This is an example of an
intergenerational program that joins the needs of many for the
benefit of all.

As the Chairman of the House Aging Committee's Subcummittee
on Human Services, I am pleased that Title V of the Older
Americans Act has received an authorization from the House
Appropriations Committee of $354 million for FY 90, an inZreasas
of $10.2 million over the PY 89 level. The Committee, by
approving this increase, reaffirms its support for this effective
program and encourages efforts aimed at expanded programs for
seniors.

In July of 1988, a summary was provided to me by the
Department of Employmnent and Training Administration of the
Department of Labor which gave some preliminary data on the
estimated number of Title V participants enrolled in child care
activities, job corps centers, literacy and other activities
during 1988. The total estimated number of partic’ ants at that
time was 5,772, vhich was 9% of all Title V activities. I look
forward to learning from our witnesses today what the status of
that number is today, and what is being planned to better utilize
our Nation's seniors in fields like child care.

Next year, we will k. celebrating the silver anniversary of
the Older Americans Act. This Act has been providing needed
support services to very special seniors for 25 years. It is
only right that we focus our attention on those seniors and the
special contributions they can make to our Nation and to our

Nation's workforce.

Bt Car
-J~ -
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OPENING STATEMENT

BY U.8. REP. JERRY COSTELLO, ILLINOIS
SELECT COMMITTEE ON AGING

SEPTEMBER 13, 1989

"Better Utilizing the Older Workforce"

Mr. Chairman, over 65,000 senior citizens live in my
congressional district, and they share the same concern that
faces evary American family: having enough income to live well in
their older years.

Older workera could play a special role in the American
workforce. To every job, older Americans bring a special
perspective: work experiance, a serioua work ethic, and an
independence that will well suit many employers.

This hearing will focus on how to better utilize older
workers to wake our economy stronger and improve living
situations and income generation for our seniors. I look forwsrd

to hearing from today’s witnesses.

18.
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Congress of the United States
Nouse of Representotives
Waskingten, BE 2093

STATREMENT BY REPRESENFATIVE JIN COURTER
AT THE EEARING OF TR SELECT COMMITZER OM AGING
SUBCGINITTER ON RETIRENENT INCOME AND ENPLOYMENT

"BETTER UTILISING AN OLDER WORKPORCE:
FOCUS ON INTERGENERATIONAL DAY CARE®
SEPTIMAER 13, 1989

I an very pleased that tbe Sslect Committes On Ag Suboommittee
on Retirement Income and Ewployment is holding this hearing today to
address two critical issues facing the nation: the senior citizen
workforoe and daycare.

In January, I held & hearing in home stats of New Jersey to

a:m.Xnte the vorkforos. This is s
very timsly issue in New Jersey because of the serious labor shortage.
Yot st the same time Nev Jersey is trying to mest the lador needs of
businesses, there is s substantisl pool of labor, comgprised of senior
citisens, thet remains lergely untapped.

At the same time, the nation is facing another problem -- the
shortage of qualified, experienced day cars providers. We sll know
that there has been s revolution in American work forve. MNillions
of woaen have entered the labor market in recent re, and they now
hold slmost half the jobs in our mnacion. wWhile entrance of women
into the business worid is good news for the nation, women will
not be able to work without increassd daycare opportunities.

There is an important way thet the federal roasnt Can increase
the pool of gualified day care providers vhils et the same time
eancourage experienced senior citizens to reentar the workforce, and
that is through reforming the Socisl Security retirement sarninCs test.
Socisl Security currently reduces benefits to retirees under the age of
70 one doller for every two dollars in earni above an annual
ceiling. This year, the exempt amount for reciplents under ¢s is only
86,480, and beneficisries aged €5 to €9 will be able to sarn only
98,880 without benefit reductions. Thie policy is completely
i tibls with the old-fashioned American work ethic, since it
penaliszss senior citizens who possess the skills and rience that
would allow them to maks significant contributions to nation.

Lat Be atate that I would prefer s lete repesl nt this penalty
bacause it limits oldar Americans' freedom to work, shoourages workers
to join the undery y, and is an administretive burden for
Social Security. Instead of encoursging older Americans to be s
productive as they can or ss they wvant, the earnings penalty sends the
opposits message: that their afforts are unneeded and sttempts to
contributs to socisty will be met with & 350 out banetite. I
have long supported legislstion to repsal this sarnings test.

I am swvare, however, that there are those vho oppose repealing the
esarnings test, and this has stelled legislstivs gfforts to correct this
flawed policy once and for ell. Whils I strongly disagree with that
view, I believe thet it might be Toulblo in the short-term to modity
the sarnings test to target slleviating the current day care crisis.

I have red legislstion introduced by my colleague from New
Jersey, Mr. s to exempt child care earnings from the socisl
Security saraings test for workers 65 and older. I believe that

this msasure will encoursge more senior oitisens to provide child csre
services, which will be good for the older workers, good for the

rents vho will be able to find quality ochild care, and most
z‘womntly, good for the children, who will benetit from years of
experience.
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Mr. HucHss. Thank you very much. We have two very distin-
guished panels. Panel 1 consists of Carolyn Golding, who is a
Dep:ﬁ Assistant Secretary for Em with the
United States Department of Labor; Enoff, is the
Commissioner for Programs, Social Administration;
Daniel Schulder, Director of Public Policy, National Council on the

we

We welcome you here today. We have your statements, which
haveread,andwillbemadeapattoftheref:ruﬂinmllwim
us %0 we

objection, and we hope you can summarize can got
right to the questioning.

Why do we not begin with you, Ms. Goiding. Welcome. But
before we begin, let me introduce for the record the Back-
ground Information on Older Wor. :rs: Dw Labor

ic
Market Characteristics, Participation in Federal Employment Pro-
grams, and Involvement in Providing Child Care.

29
)
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which can vary greatly depending on the sontaxt in whieh it's being used. Por instense, it
is sometimes wsed to Ceseribe individuals in thelr 4¥'s who seek additional tsalning %
they may remain productive by keeping pase with changing teshnolegies. Or it o0ndd
refer to someons in theie $¥'s who attempts to oversoms age stereotyping in trelning
programs or job ties. Or it may be wed to deseribe somecne in thele 0% or
beyond who sesls alternatives to the existing job strueture so that“they may
continue worldng beyond the company's "sormal” retirement age.

In the context of this the "oider worker” definition will fosws on
the catagory of workers who are to participate in the Pederal governments
worker amployment ms within the Job Training Pertnership Aet and the Senior
Community Service B ant Program - age 55 and above.

Demographic Portrait of Older Workess

Whila a variety of Pederal legisiation has been passed in recent yaars to allew or
encourage workers to extend their woridives, an increasing number of individusls are
leaving their jobs at an earlier age. Many amployers heve made eartior and earlier
retirement possible through options offered in their pension plans. The net result is that

policies on older workers and the Nation's productivity.

0 Since 1960, the perticipation rates for workers aged 55-84 dropped from 87% to
around T0% today.

0 The median retirement age in 1880 was aga 81, with two-thirds of the workers having
retired befora age 65. Projections for the year 2000 by the Department of Lebor
show a continuation of this trend.

0 Although males spend on averaga seven more years in the lavor foree in 1980 than
they did at the turn of the century, their working lives account for a smaller
proportion of their lifespan (around $5%) than in 1900 when males spent 8% of their
lives working. For women, since 1900 the average number of yearsspent inthe ' -
force ir~reased from 6.3 to 30 years today, and from 13% of their lifespan to 3

0 Despite stereotypes to the contrary, nunerous studies reveal that older workers are
more dependable, stay at their jobs longer, are able to learn new tasis just as
quicikly, and do as much work of similar or superior quality as younger workers.
Older workers have Detter attendance records than younger workers and a lower
accident rate, even when the older worker has no mors experience on the job than
the younger worker.

0 As workers grow older, the occupations in which they are employed change somewhat
from those they occupied during their youth, particularly for workers 63 and over.
Worker= 85 and over tend to be in occupations that require more seniority or
experience, or those which allow for flexibla schedules or part-time work. For older
workerz {all races), service occupations represent a larger share of total employment
for those 85 and over compared to all workers.

-1 -
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Cartain growps of clder workers, s. sh as women and minorities, tend to expersenss
perticular diffiouities trying to re-anter the labce foree due to work histories,
sterootypes, and other barriers. Black and Hisparie worhers $8 and over have &
higher vnemployment rate and are mamployed Jonger than sther older woriess.

worlers

National surveys indicate that a substantia! number of retirement age
surveys indioate as much as 44 - $0%) are interested in comtinuing to work, generally
on a part-time basis, and that if flexidle wo king arrengements were made availeble,
many “retirses® wow.d continue to work.

Labor Mertwt Prebiscns of Older Werhars

Older workers have the lowest uramployment raie of any age sromp. However, once
an older worker becomes unemployed, he or she will be unemployed for ¢ loager
period than any other age group.

Unemployed older workers are 1088 likely to be successful in finding new employment
than workers in general and are mors lilely to withdraw f.om the labor force onoe
they become unemployed.

While studies indicate that most older workers are happy with the timing of
retirement dezision, many others do 80 because it is the best option avaflable.
who would choose a phased retirement or second career often find such
unavaiiable due to institutional rules, public or private poticles, or job
realities,

T

Studies undertaleen by the Department of Labor reveal that workers faced with the

are lost), part-time work for relatively low wages, or complete retirement generally
opt for compiete retirement.

Older workers attempting to reenter the labor force of ten must overcome myths and
stereotypes concerning the produetivity of oldor workers, a lack of suitable training
opportunities, and policies such gs the Social Security earnings test which discourage
eonu)?und employment beyond age 63. (Ses description of earnings test on next
pege

Tomorrow’s Workforee

The number of older individuals will increase during the next decade, while the pool
of potantial younger workers will actually decrense. By the end of the century, the
median age of the labor force will incresse from 3¢ to 39. Between now and the year
2000, the number of workers over age 33 will slowly increass, while the number
between the agec of 16 £nd 24 will be almost 1 million less than in 1986,

Blacks, Hispanics, and Asians and other races are projected to make wp
approximately 57% of the growth in the labor foroe between now and the year 2000.
Including non-Hispanic white women increases this percentage to 30%.

By the year 2000, workers batween the ages of 33-54 will make up $3.2% of the labor

force compared to 41.7% now. The percentage of workers 65 and over in the labor
force is projecte  to decline slightly, falling from 2.8% in 1987 to 1.8% in 2000.

-2 -



Sosiel Scowrity Barninme Test As Peteatio) Berviay
Yo Order Wertwy Snpiovment

While there is dissgreement over the total impaet of the Secial Seeurity
test on the number of cider Individuals who might otherwise sontinue worlieg
§5, most studies on the subject reveal mtauomamtmdm
employees who view the earnings test as an importait fve to staying in the
force.

!li&

CURRENT LAW: —Older workers between the of §3 and 69 who earn income
sbove $8,800 ($740 monthly) lose $1 in Social Security benefits for
, every $2 they earn above this limit.

—Beneliciaries aged $2-64 may carn up to $8,400 ¢ yeer ($540 monthly),
in wages before thay start losing $1 in benefits for every $2 they
earn above this limit.

—in lm,thuolmman.hwnlhnﬂ in benefits for every $3 they
earn above the limit.

—There is no earnings test for individuals age 70 or over.

-—-The earnings teat does not apply to pensions, rent, dividends, or any
other types of "unearned” income.

and Rep.

H.R. 3879: ~—Lagislation introduced August 2, 1989 by Rep. Hughes
from the Social Security
the

Tauke would exempt child care sarnings
Earnings Test for workers aged §5 and older.
of!

--According %0 the Budget cost of this
legislation would be $15 million in the first year (FY 1990) and
$85 million over five yoars.

--This earnings test exemption is targeted et & traditionally low-wage
profession. According to the Department of Labor, the
child eare service peovider earns between $8,000 and $12.200
annually.

—The amendment eddresses the need for an increased smount of
¢hild care providers.
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The Senior Community Servics Employment (ICSEP) far clder Americans s

suthorized under Title V of the Older Amaricans Aect. mandate i to create weefl pact-
time opportunities in community service astivities targeted to wmemployed
persons who are $8 years old or above, and who have poor employment

Program Charecteristise
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Although the program supports a relatively small number of jobe — 35,000 in the 1969~
90 program yeer {(an estimated Ildum-hmww - it ls the
most visible federslly supported employment program for olds. persovs.

The program not only provides opportunities for part-tima employment end income for
older persons, but aleo contributes to the genersl weifere of communities by sarving as
a sourse of labor for various community serviee activities. Soma enrciless are placed
in private sector employment after participation in the program. It recent years, the
rate of transition 10 private sector employment has increased.

The income level of participants must not exceed 123% of the poverty level.
Participants aay work up to 1,500 hours per year and average 20-18 hours per week.

Enrolless are paid no less than the Pederal or State minimom wage or the looal
prevailing rate of pay for similar employment. Por the 1989-9¢ program yeer, the
average hourly wage was $3.51.

In addition to wages, participents receive annual physical examinetions, personal and
job-related coreweling, and some training.

Funds are allocated to national organizations and to state agencies on aging scoording
to a forumula specified by law. The national sponsoring agencies are: Green Thumb
Inc., Nationa] Cowncll on Aging; National Cowncil on Senior Citizsens; Amaerican
Association of Retired Persons; U.S. Department of Agricuiture of Porest Servioe;
NnﬂaﬂCmuuﬁMawMAmmemm
Mayores; National Urban League; National fic/Asian Resource Center on Aging
and the National Indian Councll on Aging. In recent ysars, national organisations have
received 78 percesat of the funds and siate agencies, 12 percent.

Dr pt. of Labor data show that a majority of enrollees are female, sbout half have less
t'.ar 2 high school education, and slightly more than a third are minorities. About half
are between the ages of 55 and 64, and about one~quarter are T0 years or over.

In the 1989-90 program Yyear sbout two-thirds of the job placements were in service
activities, and the remainder were in services benefitting the eiderly, such as
providing assistance in elderly nutrition programs.

Appropriations for the program have increased by almost 35 percent since 1982, from
$271.1 million to $343.8 million for the program year beginning in July 1988. Recent

legislation reauthorized the Title YV program for four years through 1991. Changes
included setting administrative costs at 13.5 pereent of Pederal funds (previously set

at 12 percent), and liberalixing eligibility requirements for Pederal housing and food
stamp program participation for psrsons receiving Title V wages.

-4 -
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The Job Training Parteership Act UTPA)

The Job Training Partnership Act (JTPA) was enacted in 1982 to replace the
Comprehansive Employment and Training Act (CETA), and authorizes a variety of training
and related programs for low-income and dislocated workers. Two progmams of peimary
interest to older workers s~e the titie U-A block grant for sconomically
adults and youth, and the title I program for dislocated workers. All JTPA programs are
permanently authorised.

Title T-A

0 Authorizes the single largest proy.am uader JTPA, and provides training amd
amployment related services to economically disadvantaged workers. At least 80
percent of participants must have incomes no higher than the Office of
and Budget poverty line, or 70 percent of the Bureau of Laber Statistios lower lving
standerd. Up to 10 percent may have higher incomes if they have another barrier to
employment.

0 Services available include a full range of treining and related sctivities, including
basic an remedial education, classroom training, and on the job training. However
public service employment under title II-A ic specifically prohibited.

0 A nationwida network of Private Industry Councils comprised of local business
representatives and other interested individuals, plan and administer tho program
jointly with locel elected officials. Local programs must meet mandatory national
performance standards which measure factors such as job placement rates and cost
per placement.

0 The overall title I-A program is heavily targeted on youth and welfare recipients. At
least 40 percent of funds at the local leve! must be spent for disadvantaged youth, and
recipients of Aid to Families with Dependent children must be served in proportion to
their incidence in the eligible population.

0 Very limited support ssrvices and income maintanance payments are available to title
fI-A perticipants. Typically, support services include child care and transportation;
income payments are generally subsistence level &nd based on need. No more than 1$
percent of funds can be used for support services and income support.

9 In Program Year 1987, four percent of participants in the regular title Il-A program
were age 55 or older. This does not include participants in programs funded with the 3
percent older worker set-aside.

0 3 Percent Set-Aside - Three percent of FY89 appropriations ($1,787,000,000) for
title II-A are set aside at the state level specifically for low-income older workers,
age 55 and over (54 million). The 3 percent set-aside for older workers is administered
directly by the states, in conjunction with local service delivery areas, and is intended
to result in the placement of older workers in private sector jobs.

0 Although, the National Commission for Employment Policy recently reported thet
many states have not been able to spend all their $ percent funds, some studies
indicate that more older workars continue to be served sach year. The commission
suggests two reasons why older workers may not be wall represented in JTPA
programs. OQlder workers may not be interested in training for full-time employment
(a mandatory performance standard); and program administrators may recruit younger
workers more aggressively to improva their job placement rates.

-5 -



are defined very breadly in the law as lnvelumtarily workers whe are wmilinly »
Mnhwmwmuma- definttion ineludes leag-term
wemployed individmls w0 have limited for re-omployment, insluding elder
workers who may face substantial berriers to au.oth*a There are no
insome elijibility eriterla for participation in I elighle afe et
necessarily low-{nceme.
¢ Services suthorised under title I iaslude a fuil range of employnent tralning » .
related Job seareh assistance. As originally amseted, title I

unemployment.

0 Although title 11l is substantially smalier than title [I-A, it serves a greater proportien
of older workers. Workers age 55 and over have intressed as a peroent of total title
Il enroliees from ¢ percent in program year 1884 (o 8 percent in program yesr
In PYS9 title I} wes appropriated $383.0 milion and served
people.

JTPA Rosuits in

In Union City, New Jersey, low-incoma older workers (55 and older) are being treined
and employed as paraprofessionals in the fiedd of child day oare at the Union City Day Care
Progrum, Ine. (UCDCP). Two of the witnesses in Panel II, Ms. Dena Berry the Project
Director, and Union City Mayor Robert Menendes, will discuss the particulars o
program.

0 Under the coordinated program, eligidle participants receive eight weels of classroox:
trainine in an innovativa curriculum of early childhood education <nd development.

0 The classrvom treining component is sponsored by and funded through the JPTA
program administered by the local county Office of Employment and Training anc
Private industry Council. While enrolied in classroom training, participants receive a
stipend of $3.35 per hoxr paid directly to them by a participating sponsor organisation
under the Title V Senior Community Service Employmaent Program.

0 Following completion of training, participants are placed in day care aide positions in
public and private non-profit day care centers and after seiwol programs throughout
the county which he’e beea pre-sereened by the UCDCP. This phase of the model
program consists of wp to six months of work experience during whish UCDCP
graduates work for up to twenty hours per week and receive a $3.35 per hour stipend
peid directly to them by a sporsoring Title V organisation.

0 At the completion of the six month period, greduates mors into un-subsidised
employment, either as employess of the participating child care facility, or in other
private or public sector day care and after school programs. Graduates who prefer to
provide home based day care as self-employed contractors can do 30 and technical
assistance is available. Continuing education for graduates is also available through
weekend workshops and seminur activities.

g
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Cooedinetion Problems Between JTZA and the SCHEP (Title V)

Although coordination between the SCSEP and JTPA s officially encoureged, and the
Union City Day Care Project is a clear example of what can happe”. when this oeeurs, JTPA
and the SCSEP contain features which maka coordination difficult and oreata disincentives
for program operators.

0 Under the SCSEP, the number of hours worked are restricted to part-time
amployment, and under JTPA employment must be full-tima.

0 Program operators arc not credited with job placement of an individual after treining
under JTPA and subseguent placement in a SCSEP position.

0 Under JTPA performance atendards the waga at entered amployment must exceed the
minimum wage - under the SCSEP, the wuge cannot exceed the minumum wags.

OVERVIEW OF CHILD CARE INDUSTRY

The United States is the only Western nation, besides South Africe, without
coordinated national system to govern the provision of child day care service. It
estimated that support for day care services is provided through more then thicty P
programs. None of these programs exclusively support child day care services per se.

Although there are neither comprehensive data, nor agreement, on the need for child
care services in the United States, there is a general consensus that the child care industry
is having problems recruiting and retaining qualified workers. Considering labor force
trends and the increasing need for child care providers, the hearing will examine the role
older workers can play in this regard.

£

WORKFORCE TRENDS

0 \ore than 70% of women aged 25 - 34 are in the labor force. In 1950, only 35% were.

0 In 1950, only 12% ~f women with children under age six worked. Today, $7% do.

0 Based on Bureau of Labor projections for the year 2000, the demand for ehild care
workers will grow by at least 20%, whila demand for pre-school teachers will increase
by at least 36%. This demend reflects both the anticipated continued growth in the
number of preschool children with a mother in the labor force, and the growing
percentsre of children enrolled in group programs prior to school entry.

RECRUITING AND RETAINING EARLY CHILDHOOD STAFF

0 In 1988, there were approximately 1,250,000 public and private child care workers
providing child care in a variety of arrangements. Womer comprise over $5% of all
child care workers.

0 In 1938, 14.1% of child care workars (176,000 individuals) were age 55 and over.

0 Average salaries range from a low of $4,800 for those working In private households to
between $10,000-$12,000 for child cars wor.‘ers in structured educational settings.

0 Turnover rates for child care workers are high (35-60%).

0 Jne measure of occupational retention is tenure - the aversge number of years a
~orker remains in a given field. Child care workers have an average tenure rate of
2.7 years, compared to an sverage tenure of 12.5 years for a secondary school

teacher. In addition, the percentage of child care workers leaving the industry from
1986 to 1987 was 35.2% compared to 9.1% for secondary school teachers.

-7 -
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their current empl to having to
However, this gradual retirement option, if you will,
transitional way to retirement from fuli-time to
wiﬂnthonmeemplﬁar.mdthenwﬁdlmﬁrmt,um
is rarely available. Most employers do not provide empl
such a choice.

And as is pointed out in the BLS report, which you
part-time job market tends to be very limited in the
that is offered and in the financial rewards for that wor
for all workers; 80 it is true also for older workers.
What we are seeing is that when a worker does retire, or &
until now, they tend to retire at the eerliest age

Social Security, and when they retire two-thirds of
work force permanently.

The question to answer, I think, is to what degree
these workers stay in the work force, to what degree would
prefer to werk, and ucder what conditions. We know that 97
cent or so of the nlder workers who are out of the lsbor force,
the Census Bureau interviewers in the monthly interviews
they do not want a job. Some, however, may be saying that they
not want a job under the current conditions, the current rates

pension systam, the types of jobs, and the financial
tainly there can be a mismatch bstwsen their job
what the labor market currenrtly offers.

As to your second question, what do we see for the
our current BLS projections, which go sut to the year
based on the cata for 1986, and that data showed a contini
the long-term decline in labor force participation on
older men and older woraen. However, with the inclusion
data since 1986, that view must be tempered. The new BLS
tions are still in the process of being produced. We expect
beavni}uall.:lewighin next 6 to 8 weeks, and as scon as
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elderly, and I would categorize them three One set is reiated
to the business hmmmmmhlm
market participation falls off because people do not see job possi-

ihe poteatial
structural factors that I that t to a

add.:ional rise in the parhclpati::e rate ofmrpdw:rkm o«
omy is moving away from physically

seeing a much higher ortion of service and
not physically , )
We are also levels of educational attainment on

trance, youth, and ‘e have already seen the crest of the wave of
the increase in women’s labor force participation.

As I said, those factors are structural changes that are largely
occurring outside our direct influence. But there is another set of
factors which I would call attitudinal which we can do a lot about,
and I would raise in that context the inuaofemployupmnu
Afewﬁmsamundtheeountryhave-recinlpmm aim
at retaining or attracting their own older workers, or recruiting
new older workers, new retirees, to come to work for them. Let me
mention three that are not at all shy about singing Mma‘
their older worker work force. Travelers Insurance, 's,
and Kelly Se; ‘cea,tellusthattheyaredefg::linamoreandmm
heavily on older workers to fill their labor needs.

up in hiring, promotion, training, and retention in those
companies. However, as the labor market gets m a

worker is at more of a premium, I suspect these compani ill be
looking towards older workers more and more for help, and I sus-

ers will charge.
As to your third queetion, with respect to the issue of whether
the Nation can and should encourage older workers to
labor force longer, the Secretary’s task force report that
and that I have submitted for the points out
workers are important to the success of i
CEpationcs, and ALty thay beng o s e o toe
experience, an our em
think in summary we can say that retirement that
ture departure from the labor force becomes a real
worker, to the employer, and to the country as a whole.
Let me finish by giving our views on encouraging
zens to help meet n for day care in this country.
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September 13, 1989

Mr. Chairman and Nembers of the Subocommittee:

I an pleased to liav: this opportunity to appear before you
today to discuss the uilization of :he older workforce. I am
accompanied today by Theacs riwes, Associate Bureau of Libor
Statistics Commissioner tor Employment and Unesployment
Statistics.

As you know, in January of this year the Departaent released
a report of former Secretary Mclauwghlin's Older Worker Task FYorce
and a second report, prepared by the Bureau of Labor Statistics
(BLS), on the labor market problems of older workers. I would
like tc submit thess reports to the Subcommittee for the record.
Ny testimony draws heavily from these reports.

I will discuss in turn the issues you asked me tu address in
your letter of invitation, baginning with an overviev of the
labor market status of older workers. It is difficult to
generalize about the labor market status of older workers,
because we must cover such a vide range of situations--from the
long~carser employea facing a decision of wvhether or nct to
retire, to the retiree looking for part-time work, to the

ERIC 3,
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recently widowed woman who suddenly is fcroed to enter the paid
workforce after many years out of it.

still, a few brou statements can be mide. The long-tera
trend towards earlier and earlier retirement seems to have slowed
in the last fev years. We could only guess, however, to vhat
extent that trend is due to scme fundamental change in the
retirement process or to wvhat exteat it is the result of a long
period of repid job expansioc.. Generally speaking, the tremd
tovards earlier retirsment has been viewed as resulting primarily
from positive factors--specifically, improved financial resources
available to older persons, including better Social Security
benefits, more and better pensions, and increases in weslth.

But there is also a downside to the early retiresents,
inasmuch as the labor force loses valuable resources when older
vorkers retire very early. To some extent the structurs of the
Social Security and private pension systems may not only enable
early retirement but, in gsome cases, encourage it. still, it is
fair to say that a growing muaber of older citizens have been
able to enjoy a longsr, financially securs retirement.

As an illustratior of that trend, in the last 40 years the
likelihood of a man age 65 or older being in the labor forcs
declined from 48 percent to only about 16 peroent today. Women
in that age group never worked that much outside the home, and
today only 1 in 14 is in the labor force--about 7 percent--which
ie about as lowv as that figure has ever been.

Recent trends in work activity of older workers, however,
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nnuwommlmmwlaumtmmmw
long-term decline in labor force participation, which has
particularly affected men, has ended.

What exactly is happening now? As shown in the table that
accompanies my written statement, for man, between 1979 and 1983,
ths trand vas still clear--a contimuation of the long-tern
decline in work activity. Since then, for each of the aaw groups
over 55, wve have seen gither a flzttening out or sven a gamall
upturn in those participation rates. The trend for voash also
tends to be upward, although, paziicularly for the youngect
group, that path predates the one for men. Another important
point is that, among those oldsr persons who are still working,
there is a continued tendency to move from full-time to part-tise
vork. presumably reflecting a ghift from career jobs to
transitional ones prior to full retirement.

Perhaps these recent changes in participation rates reflect
the strong demand for labor in recent years--ve havs added some
20 million jobs over ths course of the nearly 7-yesar current
sconoaic expansion. And the increase in voluntary part-time work
activity among older workers suggests that they are starting to
reap some benefit from ths slowdown in the numbers of youth
sntsring the labor force. The decline in the youth population, a
key to the labor shortagc zcenario that I'm surs evsryons here
has read abou: or discussed at one time or another, has
mapifested itself in a 4 million decline in the youth labor force
in the last decada. with the strong demand for labor in recernt
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years, particularly in services and retail trade, where Bany
youngsters have traditionally vorked, someons has had to take up
the slack. And so a bit of it, though not a lot, has been taken
up by older workers.

xrmmwm-mormmmmja
market will solve the job needs of older workers, the anewer
mnight be ®yes® for some, but for many others, maybs most others,
it would be "no.* Those older workers who say they would like to
vork beyohy normal retirement age most often would prefar the
option of Cart-time work with their currenmt euployers to that of
£inding a nev job. They knov that their value te their long-tem
employer, inajobmtthymmmtmmet
training and experience, is greater than it is to a nev employer,
particulariy in a new sccupation. In such a case, they would be,
in effect, starting over and woula probably be paid accordingly.

The gradual-retirement option, however, is rarely available.
Nost employers do not provide their employees with such a choice,
and that decision may be affected by pension provisions. older
workers, then, often face the choice of continuing to work full
tine the year rount in their long-held jobs or retiring
completaly from that job. And, as is pointed out in the B8
report on the labor market problems of older wvorkers, the part-
time job m-rket, 2t loast now, tends to he very limited in the
types of work and in the financial rewards availabls. It is that
vay for all workers, not just older ones.

Nore often than not, then, vhen a worker dcss retire, it is
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at the earliest age allcwed under Social Security. And when they
retire, dat: Crom the Social Security Administration suggest that
probably two-thirds leave the workforce permansntly.

The tougheet quustion ie: To vhat extent would these
retirses prefer to work, and unde- vhat conditions? We know that
the vaet majority of older workers vho are out of the labor force
tell the Censue Bureau interviewers each month that they do not
vant a job. And certainly, for many, perhaps most, that reponse
reflects their true prefersnce for leieure after a lifetime of
vork. Some, hovever, may be saying that they don't want the
types of jcbs available to tham under prasent condicions--pay and
otherwiee. Cesrtainly, though, a nuaber of analysts have arguad
there ie often a mismutch between the jok aspirations of older
pereons and the types and conditions of work currently offerad.
Thus, Ve see ae many people beginning to draw Social Security
benefite at age 62, when they are firet eligible, ae ve do for
all other ages combined! And, once they do eo, moet often they
do not work any more.

What do ve see for theé near-term future? Current BIS
projections to the year 2000 were based on data through 1986, and
they shoved a continuvation of the iong-term decline in labor
torce activity of older men and women. But, by 1986, no clear
eign of a change in chat trend had emerged. %ith the inclusion
of data eince 1586, that viev must be tempered. Naw BLS
projections, based on more recent cdata, wiil be available eoon,
and ve will make thess projections availabls to the Subcommittee
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Nany fac.ors are at wvork that can, and will, influence the
future labor market activity of the elderly. An econocmic
downturn could limit opportunities for retirees and further
reduce the number of older full-time workers through
displacement, or *t“rough a rise in the use of sarly-recicrement
incentives.

On the other hand, some factors point to a potential rise in
work activity among the alderly:

° the move awy from physically demanding work, so ocommon
for much of the current generation of older persons, to
service and inforsation-based jobs;

[ higher levels of sducational attainment for retirement-
age aen and vomen in the future, and a related rise in
the mmber of professional and managerial jodbe that
these more educated workers tand to hold (and remain in
to older ages); and

o demographic trends which ocould increase the levarage ot
older workers in the job market. Particularly
iwportant is the fall in the number of nev labor force
entrants, and the makeup cf the lubor pool~~a rise in
the proportion of those who are often the least
prepared to enter the job market.

Rach of these factors--the move frem brute work to brain

work, the rise in the education of future ooho.. % of older

workers, and the changing demographics are structural changes
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that are largely outeide our direct influence. Any changes in
private and public policy, including pension rules, will further
influence the future course of work and retiremeat trends. °,

The ieeue of employer perceptions is very important and
denervee mention herc. A fev firms around the country havs, for
as long as a decade now, had epecial programs to either retain
their own older workers or to recruit retirees. Tiavelers'
Ineurance, McDonald'e, and Kelly Services, for sxasple--three
diveree companiee--are beginni.wy to depend more and more heavily
on older psreons to fill their labor needs. And these companies
are not at all shy about einging the preises of %their older
wvorkere. But studiee show that many managers etill have very
negative vieve about the ueefulnese of older persons to their
organizations, and thoee percsptions show up in the hiring,
promotion and training decisions that they make every day.
optimietically, ae labor market realitiee force many employere to
compete more agreeeively for a declining labor pool, they will
look towarde older workere for help, and, I suspect, their
perceptione of the skille and abilitiee of those workers will
change along the way.

with respect to the iesue of whether the Nation can and
should encourage older workers to etay in the labor force longer,
the Secretary'e Task PForce report points out that older workers
are important to the eucceee of American induetry, not only as a
resource for production, but aleo for iue maturity and experience

they bring to the workplace. To the extent that workere retire

ERIC 2
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at younger ages, those qualities of the American workforoce are
diminished. At the same time, those who retire sever themselvee
from important sources of financial security, personal identity,
a sense of achievement and a locus of socisl interaction.
Therefore, retirement that is a "presature® departure from the
labor force, especially if it is a result of inappropriate public
policies or a lack of knowledge, becomes a real cost to the
individual worker, the employer and the Nati--.

I will conclude by giving you our views on encouraging
senior citizens to help fill the need for quality day care
providers. In cur view, there is much to be gained by using
older vorkers to meet the needs for day care. Because of their
expsrience and position in sociaety, our elderly citizens can
relate to young people in ways that are unique and beneficial.
Nany have time available, are highly skilled, and can fill the
need that children have for meaningful relationships with
dependable, trustwortdy adults. The talents of older persons can
be utilized to help mest the needs of at risk youth as well,
through serving as mentors, teaching basic life skills, job
readiness and vocational skills as well as providing the
emotional stability, gquidance and social attachment which these
youth reed and are seeking.

Through the Senior Community Service Employment Prograa
(SCSEP) under Title V of the Older Americans Act, the Department
of Labor administers a program of employment for senior, low-
income persons in part-time community service jobs. 1In this

)
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progras in 1987, about 9,000 positions, or 14 pervent of all
poeitions, were in the field of education. An estimated 40
pPearcent of these wers involved with child care. Nany of these
positiuns, such ac teicher aides, were directly related to the
Provision of services to children, and other positions provided
clerical and custodial assistance in schools. In sddition, in a
coordinated effort between ACSEP and the Job Corps, SCSEP
enrcollees have worked as teacher aid<+ and health aides.

Mr. Chairman, this concludes my pared testimony. At this
time I would be pleased to answer any quest.ion that you or cther

Subcoumittee members may have.

Labor force participation rates for men and women age 55 and
over, 1979, 19835, 1988, and § month average, 1989%

1979 1988 1988 1909

MEN
55-59 ysars 82.1 9.6 9.3 79.3
60-61 years 1.8 68.9 67.0 8.8
62-64 years 54.3 46.1 45.4 45.1
§5-69 years 29.6 24.5% 25.8 26.3
70 years and over 13.8 10.5 10.9 11.2

WOMEXN
55-59 years 48.7 $0.3 $3.3 54.3
60-61 years 40.8 40.3 41.7 43.0
62-64 years 20.8 20.7 8- 29.7
65-69 years 15.3 13.5 15.4 16.4
70 years and over 4.6 4.3 4.4 4.4

1
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Mr. Huguss. Thank ~ou, Ms. Golding.
Mr. Enoff, welcome.

STATEMENT OF LOUIS D. ENOFF, EPUTY COMMISSIONER FOR
PROGRAMS, SOCIAL SECURITY ADMINISTRATION

Mr. Enorr. Thank you very much, Mr. Chairman, and members
of the committee. I appreciate the opportunity to be here with you
tq:g.lagmwithyouthatapecinlamnﬁonmultbeﬁmhth
n of older workers. Their skills and experience are im t

g:tional resources, and we must cultivate and encourage to
People who administer the Social Security are keenly

aware of the influence that the Social Security policies have on the
retirement decisions of older Americans. We aleo recognize that
there are a multitude of forces that impact on the work and retire-
ment decisions of older Americans.

Research suggests that private pensions, personal assets, labor
market forces, are probably more significant in determining retire-
ment behavior than Social Security bencfits and policies. So at
your suggestion, I would like to summarize a few points under
tiiree categories, again starting with what our research shows
about older workers.

Our reeearch would say that the labor for~e icipation rate
does decline rapidly with increase in age. About 55 percent of those
aged 55 to 64 are in the labor force compared to 20 percent of those
:ggdﬁStoG!),anddown to 7 percent whon we reach age 70 and

ve. Men, as Ms. Golding has indicated, are almost twice as
likely as women, to be in the labor force after age 55. There are
almost three times as many full-time older workers as part-time
older workers, and men are more likely again to work full-time
than are women. .

In recent there has generally been a trend toward earlier
retirement. We are looking forward to this data from the Labor De-
partment that shows some change in that, but generally zchng
the majority of workers have voluntarily withdrawn from labor
force rather than stopping work for reasons such as health, or em-
ployer’s decisior«

In addition, tne percentage of those who retired voluntarily has
increased. For example, our studies indicate that in 1369 24 per-
cent of the men v0 began to receive Social Security retirement
benefits before age 65 chose to retire. By 1982 that percentage had
increased to 42 percent.

A few words abou. our research, and what it would show in ear
retirement. The tread toward voluntary early retirement, ial-
ly among men, has been widely reeogmnx for some time.
major reason for this decline was the substantial improvement in
the availability and size of retirement income. More people can
now financially afford to retire at earlier ages. Retirement income
from ali sources, that is, Social Security, private pensions, income
from aseets, rose dramatically. For exampls, approximately 85 per-
cent of all married couples in which the husband was aged 65 or
over, received pensions in 1976, while the percentage receiving pen-
sions in 1986 was up to 50 percent.

42



less than is actuarially fair, while another’s pensions 2ay a su
ment until the early retiree reaches age 62 and is eligible for

ty.

The cost of training an older worker must be absorbed over a rel-
ati short period of time, and also older workers can seldom con-
vert from full-time to part-time work withovt changing jobs and
suffering reductions in wages and fringe benefits.

ing the retirement earnings test, especially asked that
I comment on the positive and negative factors involvcd. Let me
summarize some of the arguments for retaining the test and then I
will talk about some of the reasons for oliminating it.

Proponents of retaining the retirement earnings test have gener-
ally presented the following arguments. Eliminsting the test would
change Social Security from an insurance program against the loss
of income at retirement to an earnings-based annuity payable upen
reaching a defined retirement age.

Second, eliminating the test would primarily advantage higher
income beneficiaries.

Third, eliminating the test would be costly, increasing benefit
payments by about $13 billion & year.

inally, eliminating the test would turn us away from the major
licies adopted by the 1983 Bipartisan Nationaf Commission on
ggcml Security.

Those in favor of modifying or eliminating their earnings test on
the other hand have ﬁgener y used the fo.lowing arguments. One,
Social Security benefits are an earned right, bmﬁiht and paid for,
and should not be withheld from eligible beneficiaries for any
reason. Further, the annuity concept has already been established
at age 70, since benefits are payable at that point regardless of

earnings.
Second, the earnings test discourages beneficiaries from working
because the effective marginal tax rate on earnings, taking into ac-

count the test itself, the Social Security taxes, and as Mr. Tauke
has pointed out, can approach 100 percent of the ea.rnu:gs

Third, by discouraging beneficiaries from workiug, the earnings
test deprives the country’s labor force of the skills and experiencs
of Klg:r tvl:ox'ket'a. 14 .

, the earnings test encourages older workers to participate in
the underground econom,, especially those in need of tional
income. , since the investment income that ma,ﬁmbe earned by a
retiree does not count fur earnings test purposes. test discrimi-
nates against those who depend on income from work to supple-
ment their retirement.

Finally. the ings test is complicated. i is difficult to under-
stand, costly, and difficult to administer.

-43
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In conclusion, I believe that in nrder to best serve this
the Social Security Program shoull neither impede older
mm&ommkimlgmwhhwdon.mwwmm

§.
;
|
§
§
;
i

there will be a greater opportunity to do that.
That concludes my Mr. Chairman.
[The prepared statement of Mr. Enoff follows:]
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Mr. CHAIRMAN AND MEMBER. ™F THE COMMITTEE, THANK
YOU FOR INVITING ME TO SPEAK TO YOU TODAY ON A SUBJECT
THAT IS OF INTEREST TO ALL OF US WHO ARE INVOLVED IN
RETIREMENT INCOME POLICY AND WHO ARE CONCERNED ABOUT
THE ECONOMIC STATUS OF OLDER AMERICANS IN SENERAL. As
WE ACKNOWLEDGE THE REALITY OF AN AGING POPULATION, IT
BECOMES CLEAR THAT SPECIAL ATTENTION MUST BE GIVEN TO
THE PROBLENS AND NEEOS OF OLDER WORKERS. THE SKILL AND
EXPERIENCE WHICH OLDER WORKERS BRING TO OUR LABOR FORCE
ARE IMPORTANT NATIONAL RESOURCES WHICH MUST BE UTILIZEO
ANO ENCOURAGED.

THE SOCIAL SECURITY PROGRAM IS, OF COURSE, THE
SINGLE LARGEST RETIREMENT INCOME PROGRAM IN THE NATION.
WE WHO ADMINISTER THIS PROGRAM ARE KEENLY AWARE OF THE
INFLUENCE THAT SOCIAL SECURITY POLICY HAS ON THE
RETIREMENT DECISIONS OF OLDER AMERICANS. CONVERSELY,
WE ALSO RECOGNIZE THAT CHANGES IN RETIREMENT BEMAVIOR
AND WORK PATTERNS OF OLDER AMERICANS ULTIMATELY HAVE A
SIGNIFICANT IMPACT ON THE STRUCTURE AND HEALTH OF THE
SOCIAL SECURITY SYSTEM ITSELF.

WHILE ACKNOWLEDGING THE IMPORTANT INFLUENCE OF

SOCIAL SECURITY, WE RECOGNIZE THAT A MULTIPLICITY OF
FORCES IMPACT UPON THE WORK AND RETIREMENT DECISIONS OF

1 16
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OLDER AMERICANS. RECENT RESEARCH SUGGESTS THAT PRIVATE
PENSIONS, PERSONAL ASSETS, LABOR MARKET FORCES, ETC.,
ARE PROBABLY MORE SIGNIFICANT IN DETERMINING RETIREMENT
BEHAVIOR THAN SOCIAL SECURITY RENEFITS AND POLICIES.

THE SOCIAL SECURITY ADMINISTRATION’S OFFICE OF
RESEARCH AND STATISTICS CONDUCTS ONGOING STUDIES OF THE
INTERRELATIONSHIPS OF TKE SOCIAL SECURITY PROGRAM AND
THE WORK PATTERNS OF OLDER AMERICANS. IN ADDITION, THE
OFFICE OF RESEARCH AND STATISTICS ENGAGES IN RESEARCH
PROJECTS THAT DEFINE AND MEASURE THE OTHER ECONOMIC,
SOCIAL, AND DEMOGRAPHIC FACTORS WHICH INFLUENCE THE
LABOR FORCE PARTICIPATION OF OLDER AMERICANS. THE
FINDINGS CONTAINED IN MY TESTIMONY ARE BASED, IN LARGE
PART, ON THEIR WORK.

OLDER WORKERS

I woULD LIKE TO BEGIN BY TELLING YOU WHAT WE KNOW
ABOUT OLDER WORKERS. NOT SURPRISINGLY, THE LABOR FORCE
PARTICIPATION RATE FOR OLDER PERSONS DECLINES RAPIDLY
WITH INCREASING AGE. ABOUT 55 PERCENT OF THE YOUNGEST
SEGMENT OF OLDER WORKERS, THOSE AGED 55 T0 64, ARrE IN
THE LABOR FORCE. THE PERCENTAGE FALLS TO 20 PERCENT
FOR THOSE AGED 65 T0 69, ANG TO 7 PERCENT FOR THOSE

Q j ;7
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AGED 70 om OLDER. AT aLL AGES, MEN ARE MORE LIKELY To
SE IN THE LABOR FORCE THAN WOMEN. ArPROXIMATELY

40 PERCENT OF MEN AGED 55 on OLDER ARE IN THE LABOR
FORCE COMPARED WITH 22 PERCENT OF WOMEN.

In 1988, 31087 THREE-QUARTERS OF WORKERS AGED 55
OR OLDER WERE WORKING FULL-TIME. ONE QUARTER WORKED
PART-TIME, AND 3 PERCENT WERE UNEMPLOYED SUT CONTINUED
TO BE IN THE LABOR pooL. MEN WERE MORE LIKELY TO WORK
FULL-TIME THAN woMEN (80 PERCENT versus 64 PERCENT),
WHILE WOMEN WERE TWICE AS LIKELY TO WORK PART-TIME
(34 PERCENT compARED TO 17 PERCENT OF MEN).

Asout 80 PERCENT OF pEOPLE IN THE LABOR FORCE
AGE 55 AND OLDER WERE WAGE AND SALARY WORKERS.
SIXTEEN PERCENT wERE SELF-EMPLOYED, AND & PERCENT WZRE
EITHER UNPAIO FAMILY WORKERS OR WERE UNEMPLOYED. OLDER
MEN WERE ALMOST T..CE AS LIKELY TO BE SELF~-EMPLOYED AS
OLDER WOMEN (20 PERCENT vemsus 11 PERCENT). Tuose
WORKERS AGED 65 OR OLDER WERE MORE LIKELY TO ag SELF-
EMPLOYED THAN YHOSE AGED 55 To 64 (24 PERcENT VERSUS
14 PERCERT). THIS was ESPECIALLY TRUE FOR MEN.
THIRTY PERCENT OF WORKING MEN AGED 65 or OLDER wepE
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SELF-EMPLOYED COMPARED WITH 16 PERCENT OF THOSE aceD 55
TO 64. COMPARABLE PERCENTAGES FOR WOMEN WERE
15 PERCENT AND O PERCENT, RESPECTIVELY.

RETIRED WORKERS

THE SSA 1982 New BeEnerIcIARY Survey (NBS) pmovrioep
US YITH INFORMATION ABOUT RETIRED WORKERS WHO RECEIVED
THEIR FIRST BENEFIT IN THE PERIOD June 1980 TuROUGH
May 1981. THE NBS IS A NATIONALLY REPRESENTATIVE,
CROSS-SECTIONAL SURVEY THAT USES A SAMPLE OF NEWLY
ENTITLED BENEFICIARIES SELECTED FROM 35A’S MASTER
BENEFICIARY RECORD. THE ANALYSIS FOCUSES ON THOSE
RESPONDENTS WHO ARE YOUNGER THAN AGE 72 AT THE TIME OF
THE INTERVIEW.

WITH REGARD TO THOSE OLDER AMERICANS WHO HAVE LEFT
THE LABOR FORCE, IT IS INTERESTING TO NOTE THAT
ACCORDINF TO THE NBS, 37 PERCENT OF RETIREES SURVEYED
SAID THAT THEY CHOSE RETIREMENT. THIS REPRESENTS A
SIGNIFICANT INCREASE IN THOSE RETIRING VOLUNTARILY.
MEN WERE MOPE ' TKELY THAN WOMEN TO LEAVE BECAUSE THEY
CHOSE TO RETIRE (45 SSRCENT VERSUS 28 PERCENT), AND
WOMEN WERE MORE LIKELY TO LEAVE FOR FAMILY OR
UNSPECIFIED REASONS (33 PERCENT VERSUS 11 penceENT).

e ei9
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ABOUT 25 PERCENT OF RETIREES SURVEYED STATED THAT THEY
HAD LEFT THE LASOR FORCE FOR HEALTH REASONS; 17 PERCENT
WERE LAID OFF, LOST THEIR JOBS OR OTHERWISE LEFT THEIR
JOB3 INVOLUNTARILY AT THE INITIATION OF THEIR
EMPLOYERS; AND 21 PERCENT LcFT FOR FAMILY OR
UNSPECIFIED REASONS. AS AGE INCREASED, THE PERCENTAGE
WHO LEFT THE LABOR FORCE VOLUNTARILY INCREASED AS DID
THE PERCENTAGE WHO LEFT INVOLUNTARILY AT THE INITIATION
OF THEIR EMPLOYER.

A COMPARISON OF A PORTION OF THE 1982 DATA WITH
DATA FROM A SIMILAR SURVEY CONDUCTED IN 1969 REVEALS
THAT THE PERCENT OF MEN WHO BECAME ENTITLED TO SOCIAL
SECURITY BENEFITS AT AGES 62 T0 64 AND WHO CHOSE TO
RETIRE INCREASED FROM 24 PERCENT IN 1969 TO 42 PERCENT
IN 1982. OVER THE SAME PERIOD, THE PERCENTAGE WHO SAID
THEY ZTOPPED WORKING FOR HEALTH REASONS FELL FROM
54 PERCENT TO 29 PERCENT. EMPLOYER-INITIATED JOB LOSS
REMAIYED CONSTANT AT 17 PERCENT. THUS, IN A PERIOD
WHEN THERE WAS A MOVEMENT TOWARDS EARLIER RETIREMENT,
MOST OF THE INCREASE, AT LEAST ACCORDING TO THWE SELF-
REPORTED REASONS OF YOUNGER RETIREMENT-AGED MEN, WAS
CAUSE™ BY VOLUNTARY, EMPLOYEE-INITIATED WITHORAWAL FROM
THE LABOR FORCE.
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EARLY RETIREMENT

THE TREXD TOWARD VOLUNTARY EARLY RETIREMENT,
ESPECIALLY AMONG MEN, NAS BEEN WIDELY RECOGNIZED FOR
SOME TIME. FOR MEN, LABOR FORCE PARTICIPATION RATES OF
THOSE AGED 65 OR OLDER FELL FmOM 27 TO 17 pERCENT
SETWEEN 1970 Ao 1988; ror THOSE AGED 55 To 64, THE
DECLINE WAS FROM 83 TO 67 PERCENT OVER THIS SAME
PERIOD. THE LARGER PART GF THE DECLINE IN
PARTICIPATION FOR BOTH AGE GROUPS OF MEX TOOK PLACE
DURING THE 1970’s.

A MAJOR REASON FOR THIS DECLINE WAS THE SUBSTANTIAL
IMPROVEMENT IN THE AVAILABILITY AND SIZE OF RETIREMENT
INCOME. RETIREMENT INCOME FROM ALL SOURCES--SOCIAL
SECURITY BENEFITS, PENSIONS, AND INCOME FROM
ASSETS-~ROSE DRAMATICALLY.

0 AFTER REMAINING FAIRLY STABLE IN RELATION TO
WAGES DURING THE 1960’s, Sociar Secumity
SENEFITS AWARDED RETIRED WORKERS GREW FASTER
THAN WAGES DURING THE 1970’S. THiS MWAS LARGELY
THE RESULT OF A 20-PERCENT BENEFIT INCREASE
PASSED 8y ConGRESS IN 1972.

O
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OTHER PENSIONS ARE MORE COMMONLY AVAILABLE NOW
THAN IN THE PAST. THE GROWTH ZIN PENSION
COVERAGE THAT OCCURRED AFTER WorLD War II
RESULTED IN HIGHER PENSION RECEIPT AMONG NEW
RETIREES DURING THE 1970’s awo 1980°S.
APPROXIMATELY 35 PERCENT OF ALL MARRIED COUPLES
IN WHICH THE HUSBAND WAS AGED 65 Or ovERm
RECEIVED PENSIONS IN 1976 WHILE TME PERCENTAGE
RECEXIVING PENSIONS IN 1986 was asouTt

50 PERCENT. ONLY ABOUT 20 PERCENT OF THIS
GROUP RECEIVED PENSIONS IN 1962.

TODAY'C RETIREES AND THOSE REACHING RETIREMENT
AGE DURING THE 1970’S MAVE ACCUMULAYED MORE
ASSETS THAN HAD RETSREES IN THL PAST. THE
MEDIAK LEVEL OF ANNUAL INCOME FROM ATSETS WZLD
BY RFTTIED COUPLES AGED 65 Ok OLDER WAS AzOUT
$1,500 AT T™HE END OF THE 1970’S AND HAD RISEN
To $3,000 BY 1926.

THESE SOURCES ADD UP TO HWIGHER TOTAL RETIREMENT
INCOME THAN IN PREVIOUS DECADES, MAKING EARLY
RETEREMENT MORE AFFORDABLE AND THEREBY ALLOWING OLOER
AMERICANS TO RETIRE AT EARLIER AGES.

ot
N.
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ANOTHER FACTOR CONTRISUTING YO TNE TREND TCWARD
EARLIER VOLUNTARY RETIREMENT WAS THE VAST INCREASE IN
AVAILABLE LAROR THAT TOOK PLACE DURING THIS BECADE.
THIS GROWTM RESULTED, OF COURSE, FROM THE INFLUX OF THE
BABY BOOM GENERATION AND THE TREMENDOUS INCREASE IN THE
LABOR FORCE PARTICIPATION OF WOMEN. GIVEN THE
AVAILABILITY OF GENERALLY LESS EXPENSIVE WORKERS, OLDER
MEN APPARENTLY WERE NOT IN AS MUCH DEMAND AS WORKERS AS
THEY NAD BEEN IN EARLIER DECADES.

DEManD FoR ER

ALONG WITH THE MANY INDUCEMENTS TO RETIRE ALREADY
DISCUSSED, THERE ARE ALSO NUMEROUS OTHZR FACTORS TNAT
ACT AS POWERFUL CONSTRAINTS TO THOSE OLDER INDIVIDUALS
WHO MAY WISH TO CONTINUE WORKING.

FOR EXAMPLE, WHILE A RECINT SURYEY INDICATES
EMPLOYERS MAVE POSiiIVE ATTITUDES TOowaRD OLDER WORKERS,
EVIDENCE SUGGESTS THAT EMPLOYER POLICXES TEND TO
ENCOURAGE EARLY RETIRENENT AND DISCOURAGE DELAYED
RETIREMENT. IN FACT, THERE IS A GROWING BODY OF
ECONOMIC RESEARCH WHICH SUGGESTS THMAT FUNDAMENTAL
ECONOMIC FORCES MAY EXPLAIN MUCH OF THIS PHENOMENOK.
For ExampLE:

ERIC
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RECENT RESEARCH SUGSESTS THAT BOTH NORKERS AND
FIRMS GENERALLY FIND THAT A RISING PATTERN OF
LIFETIME CAREER WAGES IS MOST EFFICIENT. THAT
IS, BOTH EMPLOYERS AND EMPLOYEES PAVOR AN
IMPLICIT CONTRACT WNICH PAYS YOUNGER WORKERS AY
A RATE BELOW THEIR MARGINAL PRODUCTIVITY IN
ORDER TO LATER COMPENSATE THOSE WORKERS AT
HIGHER RATES THAM WOULD OTHEMWISE BE POSSIBLE
WHEN THEY BECOME SENIOR DMWPLOVEES. OupEn
CAREER WORKERS TEND TO RECKIVE HIGHER WAGES AND
ARE, THEREFORE, MORKE EXPENSIVE THAN YOUNGER

_ WORKERS. FOR THIS REASON, SOME FIAMS MAY BE
DISCOURAGED FROM NIRING OLDER WORKERS.

STRUCTURE OF PRIVATE PensIONS

ALTHOUGK RECENT RESEARCH INDICATES THAT THE
RATE OF PENSION COVERAGE IS DECLINING AMONG
YOUNGER WORKERS, A FACTOR IN ENCOURAGING
RETIREMENT, PARTICULARLY EARLY RETIRENENT,
AMONG. RECENT RETIREES IS THE PRIVATE PENSION.
WHILE THE FEATURES OF PENSION PLANS vaRY
SIGNIFICANTLY, A COMMON ZLENENT WHICM
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ENCOURAGES EARLY RETIREMENT IS THAT THI DPENSION
BENEFIT PAVASLE IS NOY REDUCED ACTUARIALLY.
THAT IS, THE MPENSION IS REDUCED LRSS THAN IS
ACTUARIALLY FAIR AND IS GENERALLY MORE
GENEROUS. IN ADDITION, FOR THOSE EMPLOYEES
RETIRING BEFORE AGE 62, MANY PENSIONS OFFER TO
PAY A SUPPLEMENT UNTIL THE RETIREE IS ELISISLE
FOR SOC"sL SECURITY. FINALLY, PENSION ACCRUAL
FOR WORK BEYOND NORMAL RETIREMENT AGE IS OFTEN
LESS THAN PENSION ACCRUAL FOR PRTOR WORX AND
MAY EVEN END ALTOGETHER. THIS ACTS AS A
SUBSTANTIAL DISINCENTIVE TO CONTINUED WORK.

A HUMS"=". OF RETIREW:..  3ITUDIES SUGGEST TNAT FOR
MANY WORKERS PRIVAT. ENSIONS PLAY AN IMPORTANT
ROLE XN EXPLAINING Yi. DECISION TO RETIRE AT
EARLIER AGES.

Jok CHANGES AND TRAY! ' 4

FOR OLDER WORKERS, THE LOSS OF A JOB ~™ CHANGE
IN JOB MEANS NOT ONLY THE POSSISLE LOSS OF

Pr. JION AND OTHER SEMIORITY RIGHTS, WWT ALSO
THE LOSS OF TRAINING AND EXPERIENCE SPECIFIC TO
THE PREVIOUS JOB. A NEW JOB REGUIRES NEW

-
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TRAINING. SUT FOR /N 0\ DER WORKER, THE COST OF
NEW TRAINING MUST BE .ORTIZED OVER A
RELATIVELY SHORT PERIOD OF TIME. NiITnEm
WORKER HOR FIRM NMA THE INCEWTIVE TO INVEST IN
SUCH TRAINING. TAE COST OF TRAINING, COUPLED
WITH THE COST OF SEARCHING FOR A NEW JOB, AND
POSSIBLY RELOCATING GEOGRAPHNICALLY, MAKES IT
GIFFICULT FOR UNEMPLOYED OLDER WORKERS TO FIND
NEW JOAS AND LEADS TO LONGER PERIODS OF
UNEMPLOYMENT AND POSSIBLY RETIREMENT.

SHORTAGE OF PART-TIME WORK

POLLS FREQUENTLY INDICATE THAT A SIGNIFICANT
PORTION OF WORKERS WOULD PREFER SOME
ALTERNATIVE TO STOPPING WORK COMPLETELY. FoOR
EXAMPLE, ACCORDING YO A 1981 Hamnxs Pori,

36 PERCENT OF WORKERS AGE 55 AND OVER SAID THAT
THEY WOULD PREFER "PHASED-IN” RETIREMENT. IT
IS CLEAR, NOWEVER, THAT MOST WORKERS €0
DIRECTLY FROM FULL-TIME CAREER EMPLOYMENT TO
COMPLETE RETIREMENT.

EVIDENCE SUGGESTS THAT THIS ABRUPT SHIFT OCCURS
SECAUSE FULL-TIME OLDER CAREER WORKERS CAN

Dty
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SELDOM CUT BACK TO PART-TINE WORK WITHOUT
CHANGING KIPLOYVERS AND SUFFERING A SIGNIFICANT
CUT IN wAGES. THE REASONS FOR SucH PART-TIMNE
CONSTRAINTS ARE UNCLEAR. TNEY APPEAR TO
INCLUDE TECHNOLOGICAL LIMITATIONS--FoR EXANPLE,
NANY JOBS CANNOT BE DIVIDED AMOMG PCRSONS
WITHOUT A LOSS OF EFFICIENCY. ALSO, QUASI-
FIXED, PER-PERSON COSTS SUCH AS HEALTN
INSURANCE TEND TO RAISE THE COST PER WOUR OF
EMPLOYING PARI-TIME WORKERS,

A ruLL APPRECIATION AND ENHANCED UNDERSTANDING OF
THESE AND OTHER ECONOMIC FORCES SEEMS ESSENTIAL TO ™z
FORMULATION OF SOUND PUBLIC POLICY FOR BETTER
UTILIZATION OF OLDER WORKERS.

Roie of Socrar Securiry Porrcres

As I STATED EARLIER, WE wHO ADMINISTER THE SoCIAL
SECURITY PROGRAM RECOGNIZE THE INFLUENCE THAT SOCIAL
SECURITY POLICIES MAVE ON THE RETIREMENT DECISIONS OF
OLDER AMERICANS. WE BELIEVE THAY WE CAN BEST SERVE
CLDER AMERICANS BY CONTINUING ~O LOOK FOR WAYS TO
REMOVE IMPEDIMENTS TO THOSE WKC WISH TO CONTINUVE
WORKTNG .
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AS YOU KkNOW, THE SOCIAL SECURITY AMEWDMENTS oF 1983
CONTATNED SEVERAL LONG-TERM PROVISIONS WNICH WELL
GENERALLY INFLUENCE RETIRENENT DECISIONS IN THE PUTURE.
THESE INCLUDED:

0 AN INCREASE IN THE NORMAL RETIREMENT AGE AY
WHICH BENEFICIARIES ARE ELIGIBLE YO RECEIVE
FULL BENEFITS. UNDER THIS PROVISION THE NORMAL
RETIREMENT AGE WILL GRADVALLY ZNCREASE TO
AGE 67 ror THOSE REACHING aGE 62 AFTER 2022.

0 AN INCREASE IN THE ADDITIONAL AMOUNT PAID TO
THOSE WHO CONTINUE WORKING BETWEEN THE AGES OF
65 ANp 70 AND WHO DELAY RECEIPT OF SOCIAL
SECURITY BENEFITS. THE DELAYED RETIREMENT
CREDXIT WILL INCREASE FROM 3 PERCENT FOR WORKERS
AGE 52 PRIOR TO 1987 To B PERCENT PER YEAR FOR
WORMERS AGE 62 AFTER 2004; ano

¢ A DECREASE IN THE WITHHOLDING RATE UNDER THE
EARMINGS TEST FROM $1 OF EVERY $2 ABOVE THE
EXEAPT AMOUNT FOR PERS NS WHO ATTAIN FULL
RETIRENENT AGE TO $1 OF EVERY $3 BEGINNING IN
1990.

95
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Reriammeny Eamnincs TEST

YOU SPECIFICALLY ASKED THAT WE COMMENT ON THE
BANNINGS TEST AS A POSITIVE OR NEGATIVE FACTOR IN THE
CONTINUED EMPLOYMENT OF OLDER WORKERS.

THE EARNINGS TEST WAS DESIGNED AS A NEASURE OF THE
EXTENT TO WAICH EARNINGS ARE LOST DUE TO RETXREMENT.
THIS WAS CONSISTENT WITH THE BASIC PHILOSOPHY OF TNE
ORIGINAL SOCIAL SECURITY PROGRAM, SINCE RETIREMENT
BENLAITS WERE INTENDED TO PARTIALLY REPLACE INCOME LOST
DUE TO RETIREMENT. THUS, "'NDER THE TEST, A BENEFICIARY
WHO CONTINUES TO WORK AFTER BECOMING ENTITLED TO SOCIAL
SECURITY BENEFITS MAY LOSE SOME OR ALL OF HIS BEMNEFITS,
DEPENDING ON HIS ANNUAL EARNINGS. THE EARNINGS TRST
HAS ALWAYS BEEN A PART OF SOCIAL SECURITY LAW BUT HAS
CHANGED QUITE A BIT OYER THE YEARS.

THE CURRENT EARNINGS TEST REDUCES BENIFITS sy $1
FOR EACH $2 OF EARNINGS ABOVE THE ANNUAL EXEMPT AMOUNT.
THE EXEMPT AMOUNT FOx 1989 15 $6,480 FoR BENEFICIAKIES
UNDER AGE 65 anp $8,880 ror sznzricianies Asx 65 vo
AcE 69. Brciwnine wiTh 1990, semEriciARIES ASL 65 TO
AGE 69 wxiL LosE $1 FOR EACH 33 OF EARNINGS ABOVE THE
ANNUAL EXEMPT AMOUNT. THESE EXEMPT AMOUNTS ARE
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ADJUSTED ANNUALLY TO REFLECT INCREASES IN AVERAGE
WASES. EACKH YEAR ALMOST OME MILLION SOCIAL Szcumity
BENEFICIARIES LOSE SOME OR ALL OF THEIR BENEFITS
SECAUSE THE TEST IS IN EFFECT FOR PERSONS AskD 65
THROUGH 69, AND AN ESTIVATED ADDITIONAL 100 TMOUSAND
PERSONS AGED 65 THmoUGH 69 DO NOT FILE FOR BENEFITS
BECAUSE THE TEST IS IN TFFECT.

TO HELP CLARIFY THE DEBATE ON THE EFFECTS OF THE
RETIREMENT TEST, LET ME SUMMARIZE SOME OF THE ARGUMENTS
FOR RETAINING THE TEST VERSUS CHANGING OR ELIMINATIKG
IT.

ARGUMENTS FOR ReTAINING THE EARNINGS TEST

PROPONENTS OF RETAINING THE RETIREMENT EARNINGS
TEST HAVE GENERALLY PRESENTED THE FOLLOWING ARGUMENTS:

0 ELIMINATING THE TEST WOULD CHANGE SOCIAL
SECURITY FROM INSUFLANCE AGAINST THE LOSS OF
INCOME AT RETIREMENT TO AN EARNINGS-BASED
ANNUITY PAYABLE UPON REACHING A DEFINED
RETIREMENT AGE.

£y
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ELIMINATING THE TEST WOULD PRIMARILY ADVANTASE
HIGHER INCOME BENEFICIARIES BECAUSU IT APPECTS
THE SENEFITS OF NIGHER SARKERS TO A GREATER
EXTEN! THAM LOW EARNERS.

AS MENTIONED EARLIER, CURRENT iAW ALREADY
PROVIDES FOR FURTHER LIBERALIZATION OF THE TEST
FROM A $1-FOR-$2 BENEFIT WITHHOLDING RATE ABOVE
THE EXEMPT AMOUNT TO $1-ron-$3 rom
BEMEFICIARIES AGE 65-69 szcrmnine In 1990.

ELIMINATING THE TEST FOR EVERYONE WOULD BE
COSTLY, INCREASING BENEFIT PAYMENTS BY ABOUT
$13 BILLION PER YEAR.

ELIMINATING THE TEST WOULD DECREASE THE woRK
INCENTIVES FOR SOME BENEFICIARIES NOW AFFECTED
8Y THE TEST SINCE THEY COULD WORK LESS FOR THE
SAME JMOUNT OF TOTAL INCOME.

ELIMINATING THE TEST WOULD TURN US AWAY FROM
THE MAJOR POLICIES ADOPTED aY THE 1983
RIPARTISAN NATIONAL CommIssICN (! SocIaL
SECURITY REFORM AND APPROVED BY THE PRESIDENT
AND THE ConGRess.
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THOSE IN FAVOR OF MODIFYING OR ELIMINATING THE
EARNINGS TEST HAVE GENERALLY USED THE FOLLOWING
ARGUMENTS TO SUPPORT THEIR POSITION:

0  SOCIAL SECURITY BENEFITS ARE AN EARNED
RIGHT--BOUGHT AND PAID FOR-~AND SHOULD NOT BK
WITHHELD FROM ELIGIBLE BENEFICIARIES FOR ANY
REASON. FURTHER, THE ANNUITY CONCEPT HAS
ALREADY BEEN ESTABLISHED AT AGE 70 sInce
BENEFITS ARE PAYABLE AT THAT POINT REGARDLESS
OF ZARNINGS.

0 THE EARNINGS TEST DISCOURAGES BENEFICIARIES
FROM WORKING BECAUSE THE EFFECTIVE MARGINAL TAX
RATE ON EARNINGS--TAKING INTO ACCOUNT THE TEST
ITSELF, SOCIAL SECURITY TAXES, AND FEDERAL,
STATE, AND LOCAL INCOME TAXES--CAN CURRENTLY
APPROACH 100 pERCENT.

6 By DISCOURAGING PENEFICIARIES FROM WORKING, TKE
EARNINGS TEST DEPRIVES THE COUNTRY’S LABOR
FORCE OF THE SKILLS AND EXPERIENCE OF OLDER
WORKERS. AS LABOR FORCE GROWTH SLOWS, THERE

Q 62
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WILL BE TIGHT LABOR MARKETS, AMD THERE IS A
NEED TO ENCOURAGE OLDER PEOPLE TO PARTICIPATE
IN THE LABOR FORCE.
-
0 THE EARNINGS TEST ENCOURAGES OLDER WORKERS TO
FARTICIPATE IN THE UNDERGROUND ECONOMY,
ESPECIALLY THOSE IN NEED OF ADDITIONAL INCOME.

0 THE TEST DISCRIMINATES AGAINST THO3E WHO DEPEND
ON INCOME FROM WORK RATHER THAN ON INVESTMENT
INCOME TO SUPPLEMENT THEIR BENEFITS.
BENEFICIARIES WHO MAVE UNEARNED
INCOME--GENERALLY THOSE AT HIGHER INCOME
LEVELS--CAN RECEIVE THEIR BENEFITS WITHOUT
PENALTY.

0 THE COST OF ELIMINATING THE VEST WOULD BE
OFFSET IN PART BY ADDITIONAL SOCIAL SECURITY
TAXES AND INCOME TAXES ATTRIBUTABLE TO
INCREASED LABOR FORCE PARTICIPATION BY OLDER
WORKERS .

0 THE EARNINGS TEST IS COMPLICATID, DIFFICULT TO
UNDERSTAND, AND COSTLY TO ADMINISTER.

ERIC
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Conciuszon
NE AT SSA PLAN TO CONTINUE STUDY OF THE WORK
PAPTERNS OF OLDER WORKERS. MAJOR PROJECTS FOR THE

COMING YEAR INCLUDE RESEARCH ON:

0 LABOR FOXCE TRANSITIONS IN THE ELDERLY
POPULATION,

DEMAND FOR OLDER WORKERS,

€

0 PATTERNS IN PENSION COVERAGE, AND

0 SOCIAL SECURITY PROGRAM IMPACTS ON LABOR
SUPPLY.

IN CONCLUSION, I BELIEVE THAT IN ORDER TO BEST
SERVF THIS NATION, THE SOCIAL SECURITY PROGRAM SHOULD
NEITHER IMPEDE OLDER AMERICANS FROM WORKING IF THEY
WISH TO DO 30 NOR OPERATE TO DEPRIVE THE ECONOMY OF TiE
SKILLS AND EXPERIENCE OF OLDER WORKERS.

OLDER AMERICANS ARE A TREASURE OF KNOWLEDGE,
EXPERIENCE, AND KNOW-HOM. WE BELIEVE THAT, AS A

SOCIETY, WE SHOULD ENCOURAGE THE SHARING OF THAT
TREASURE. IN THE COMIWG DECADES, THE CHANGING

DEMOGRAPHIC MAKEUP AND SLOWER EXPANSION OF THE
WORKFORCE WILL GREATLY INCREASE THE VALUZ OF
OCONTRIBUTIONS MADE BY OLDER AMERICANS WHO WANT TO
CONTINUE TO WORK.
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Mr. Huzuxs. Thank 1.
Mr. Schulder.

STATEMENT OF DANIEL J. SCHULDER, DIRECTOR OF PUBLIC
POLICY, THE NATIONAL COUNCIL ON THE AGING, INC.

MrSclwmn.'l'hank{:u,MrChurmn. I have submitted my
testimony for the record. Let me try to summarize.

The National Council on the Aging is a national, private, non-
profit organization for neads of older persons, and we mlﬂ.lly
resent the interests of several thousand community-based
and private organizations providing a variety of services, such as
adult day care, long-term caze, housing, employment, and many
otherservicee.WearenotammmembushiQo i

Mr. Chairman, we think this is about the right time for the Con-
gress to review the federal policies, national in oldor work-
ers. As you know, the Job Training Partnership Act is undergoing
scme major changes right now, and the question of where older
workers fit into that is one of the major questions.

The Equal Employment rtunity Comemission i getting some
new leadership, andy?:e ink that is to the good for older workers
given the pericrmance in the recent past. We think that the coun-
try as a whole, both lic and private organizations, are looking
at health benefits and other employee benefits, and we think that
that will affect the future cost of work for older persons, and the
economy itself just may be goine ‘hrough a treasition that we are
all concemedai)out, and we hope that after a soft landing of some
kind, we are goi bobeeeeingnewpattemsofemplx:nntfortho
ﬁext IOJ','esm,an thia}sgoingttopmfoundly?ffoct ‘way we all

ve, and especially employment opportunities for older persons.

J¥ tink M Contmen, tal"ve il be rmprnding by o
n of the maturing work force on a ic par with disad-
vantaged youth. Most of our resources in recent years, for good
cause, have been directed to the needs of disadvantaged youth, and
we think that this is the time for the Congress to consider a change
in that proportion somewhat. We think you should be dealing with
more needs for older workers.

For instance, one of the contentions in ths Job Training Partner-
ship Act is whether or not a 8 percent of the funds should be set
aside for workers over the of 55, and that may be good, but it
does not solve the problem of very mr::f millions of persons over of
the age of 40 and 50 who are ve skilled in learning disabil-
ities or disadvantageness, and who cannot really compete in the
coming labor market.

We think the most urgent challenge currently, Mr. Chairman, is
how to take advantage today of a relative situation for older
workers, a tight positive job situation for older workers, and effec-
tuate a more rermanent change in the job structure, so that we are
not going to lose those advantages in case we do have a mild to
more severe recession.

We ars happy that the private market is looking into this ixwue,
and in 1988 in June the Society for Human Resources Manage-
ment, formerly the American iety for Personnel Administra-
tion, issued a report on managing the aging work force, and they

X
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senior employees. There is a spillover effect to co-workers and to
customers.

And lastly, fewer than 1C percent of the organizations in this
gurvey reported the use of policies designed to accommodate the
speciel reeds of older emplomwho want to stay cn the aﬁb on
either f_ll-time or part-time . Most companies do not allow a
phase in of retirement.

Finally, the report stated that a guﬁ exists between what employ-
ers are currently doing, and what ion
feels needs to be done. For almost all of the policies covered by the
survey, 40 percent more of the human resource staff r ndents
expressed medium to high needforchangointhefohm' ies of thei
organizations. That is, personnel pecple see a need for change. The
managers, the bottom line pecple, the fiscal pecple perhaps in the
cormpanies, have not yet c?:Honded. )

e think that the enge, Mr. Chairman, to the private
market, the Congress, and the De ent of Lebor, and Na-
tional Employment and Training Network, is to design further in-
centives and services which wili serve to induce greater numbers of
older employed persons to continue to work. At the same time, the
same policies and program approaches shouid provide assistance to
the unskilled and educationally disadvantaged older workforce em-
1;:gloyed or unemployed, to secure good and rewarding career posi-

ions.

In sum, the policy for the National Employmant and 'l‘nmmg i
System must mFond to the needs of the maturing work forcs, aud
not be designed for “older workers.” The goal shouid be treatment
of the d ics of the labor force and not consideration of the out-
linas a contempo work force snapshot. Policies in 1989
should be geared for implementation into the next century.

Mr.Chmrman.overtheputZSlyeantheFodamlGovemment
has spent billions of dollars in employment and treining programs
from the Man r Act to JTPA, and our organivation and man
others do not think that thmghoutthemumofﬂxuayeaﬂ‘uﬂi-
cient attention was ever really given to the needs of older workerr.
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And by older, I am not talking about people in their 60’s and 70',
but persons above the age of 40 who have not sesn & propor-

creased tly. We would love to see a 50 percent increase in that.
We wil: hear more about that from your next panel.

We think that there is cause, if, in fact, the mature in the
work force in a place like Iowa, and New Jersey, Connecticut,
many, many of the states, and my own State of Pennsylvania, that
joint planning be required of the many federal programs that are

ing to the stateo around the needs of older workers. The Job

ining Partnership Act, the EDWAAA Act, the Vocational Edu-
catign Agte Trade uaclhustglen»,uxocfdt;onal {!ehlbilitnﬁon, there
ought to be an annual or biannual older worker training program
with goals, and resources set out, so that we can see what is ha
pening. There are such things being done for young workers. We
think older workers sbhove the age of 40 and 45 deserve the same
kind of treatment.

We would like to see more Congressiongl review of private pen-
gion system, not only in regard to portability, reversion, over-fund-
ing, but the real nature of many of the so-called voluntary early
out programs. We think they are coercive, essentially people are
being pushed out, is not really voluntary for meny people.

We think we need far more accurate information on older
worker preductivity, and employment costs, and that has got to be
widely circulated to the a,rees, tc the unions, to educators, to the
press, and to the public. We think the stereotyping of mature and
older workers is less efficiont, inflexible, unhealthy, unteachable,
and appears t¢ be the dominant posture of many hiring administre-
tors in compenies.

Witk only a fraction of the public education resources being dedi-
cated to and the drug campaign, to use for these purposcs,
we would be well on our way toward change. Adult educrtion and

67 .
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Nr. Chairman, my name is Daniel Schulder and I am
responsible for the public policy initiatives of The National
Council on the Aging. NC( . is a private, non-profit organization
working to meet the current and emerging needs of older persons
and to tap the vast human resource they can offer the nation as a
whole.

Our members are largely local and community public and non-
prof.- private agencies providing a ranges of services inciuding
employment assistance, senior center activities, long-ter-. care,
adult day care, housing, care givers assistance and
intergenerational programming.

We are a rescurce for prograr development, researcr.
training, technical assistance and publications on all aspects of
aging.

I am pleased, Mr. Chairman, to present some thoughts and
recommendations regarding improvements in the uytilization of
sature and older workers and in dealing with the impediments to
such utilization,

This is exactly the right time for this Committee and the
Co.gress to asse- the impact of the aging of our workforce. The
Congress is considering a major restructuring of the Job Training
Partnership Act. The Equal Employment Opportunity Commission is
undergoing a change in leadership, a change we¢ believe for the
go ' of older workers. The conditions and direction of worker

retirement beiefits, including pension and health insurance, is
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3
receiving intense attantion from business, labor and the Federal
government. And finally, the economy, itself, may be at the
point of slowing and, hopefully, after a "soft landing,” may be
off into new patterns which will profoundly atfect all of our
lives and the employment opportunities of America’s older
workers.

Mr. Chairman, as you review efforts vo employ nider workers
in a variety of opportunities, I urge you to consider the broader
and more salient topic of the maturing of the work fcrce as a
whole. Young people and immigrant workers are simply not
available to fill our job needs.

Since 1983, the umber of persons above age 45 in the
workforce has been increasing from about 33 million to about 36
million today. There remain almost 4 million persons above age
65 sti1ll employed and data indicate that there is a slowing of
work fcrce withdrawal, at least for older men, over the past two
or three years.

We should be responding to the needs of the maturing work
force on a demographic par with disadvantaged youth. Thst level
of response is not legitimately satisfied by minimal “older
worker"” set asides. Assigning 3% or more of JTPA resources to
older workers does little to equip millions of workers above the
age of 40 who have low educ-‘ional and skill attainments for the
current and emerging technological! labor market.

I should sav for the record that NCOA has been engaged in

expanding employment and training opportunities for older
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‘ .
Americans for almost forty years. AR

From our founding in 1950, NCOA has held that work is no
less important {.- mature and older workers than it is for the
young. work is a key to our sense of self and our struggle to
contribute to our families ahnd nur communities through our
8kills and our energies.

To express this value, NCOA has engaged in scores of
smployment, training, economic development, counseling and
assessment and vocatiocnal education programs across the nation.
We have been in the forefront of developing and digseminating a
system of functional asses_ment of middle-aged and older job
seekers and matching these qualifications with employer needs.

We were among the earliest supporters of the Age
Discrimination in Employment Act, and we have worked for the
pPassage of complimentary legislation in the states.

We published the only technical journal specializi' ; on
older workers, Aging and Work, and we expect to resume
publication in the future. Currently, NCOA administers the Rrime
Lime Productivity Program, under a major grant from the
Department of Labor. The Prime Time Program is assisting _,e
business and training community to effectively utilize older
workers. We publish a technical newsletter, Aging Workforce,
which explores innovative corporate and public policy responses
to the needs and pétentials of America’s mature and older
wor..ers.

We also administer one of the largest Title V QOlder

¢
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Americans Act national programs providing work and training
opportunities to nearly 10,000 older workers annually in 63
? projects in 21 states. And, Mr. Chairmar, almost all of our
Title V programs have working agreements with their Job Training
Partnership Act state and local counterparts.

The "graying of the workforce® does not take us :_ surpriae.
“hree years ago, at a hearing of this House Committee on Aging,
we helped tc identify the trade deficit and widespread plant
closings and nenufacturing cutbacks as especially damaging to
middle-aged and older workers. That hearing was keyed to Bureau
of Labor Statistics analysis of the the problems of the millions
of dislocated workers who lost their jobs between 1979 and 1984.

Martin Zeigler, Deputy Associate Commissioner of the Bureau
of lLabor Statistics, noted that:

"About 60 percent of the entire universe of 5.1 million

displaced workers had become reemployed by January, 1884.

}
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About 25 percernt were unemployed -when surveyed and the
balance had left the labor force--that is, they were neit. -
working r.or looking for work. The situation for the older
displaced workers was very different. Among the 750,000 in
ages 55 to 64 years, only two-fifths were working again at
the time of the survey. Almost one-third were unemployed--
the highest proportion of any age group studied., Over one-

l fourth were no longer in the labor force. Among the 190,000

displaced workers 65 years and over, only one-fifth were

working again in January 1984, just over a tenth were
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unenployed and two-thirds were out of the labor force.®

At the same hearing, Commiasioner Zeigler pointed out that:
“Research don. at the BLS using these data show that
unemployed men age 55 and over are considerably more likely
than younger men to end a period of unexployment dy leaving
the labor force rather than finding a job. . . . por peraona
who are displaced from long-term jobs, withdrawal from the
job market also may be less a matter of choice than a
necessary response to a poor job outlook or failed job
search.
We do know that clder persons make up a sizeable share of

isplaced workers and that, as a group, they do relatively

poorly in terms of the probability of future employment . "

And, while the overali employment picture has clearly

improved since that hearing, the deep problems of older workers
. persist. BLS reports that older men still have the longest
periods of unemployment among all unemployed workers.

And despite the apparent strength of the labor market. the
continued problems of older unemployed persons, displaced
homemakers and older discouraged workers may constitute the
profile of the older poor of the 19905 and early 21st century.
For persons over the age of 50 or 60, unemployment means loss of
health benefits and savings, possible loss of pension rights, a

" higher incidence of health problems and reduced Social Security

benefits. Unless we deal decisively with this problem, states
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which have experienced the greatest job dislocation over the past
decade will become the locales of increased future need for 88
and Medicaid, assisted housing and ather income and service
Support needed Dy dependent older persons.

If the next movement of the business cycla results in
further displacemsnt of older workers, we must become prepared to
intervens before new pools of long-term older unesployed persons
are created.

Mr. Chairman, the current challenge is how we can translate
the current short-term positive job situation for Bany mature and
older workers into more pei-anent job opportunity structures that
will e “‘ure beyond the current cycle. The same marketplace which
now provides some opportunity for older persons can, just as
quickly, return mature persons to economic obsclescence as the
recession of 1982-84 demonstrated.

We can’t create more 18 year olds but we can deal with both
current shortages and with long-term labor market needs through
new policies for expanded utilization of older workers over the
next ten to twenty years. If we don’t, we commit econoaic folly
of great proportions.

Summary of the Current Situaticp

In 1983, as part of the 1983 Social Security Reform package,
Congress signaled an intention to slow or reduce the pattern of
early retirement. It gradually increased the retirement age for
“full” benefits to age 67, starting in the yrar 2000, ang

actuarially increased the “"penalty" for retiring at ages 62 to
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65. In eddition, the Congress increased the deferred retirement
benefit from 3% to 8% over the period of 2009 to 2009. It also
lessened the benefit reduction for continuing to work at ages €2
to 70.

The same reform packege introduced an income tax on Social
Security benefits for the first time.

Thus fer, the Congress hes not ected on proposals to
consider some form of pension portability, bui it has enhanced
pension vesting opportunities.

These modest changes in tax and benefits policies (... not
been matched by shifts in federal smployment programs which might
assist in deferring retirement or in enhancing skill.s toward
greater employability.

The relatively gudden labor force demogrsphic shifts of the
Past decade have commanded the ettention of both business and
public officials. The absolute decline in young persons sntering
the vorkforce, together with the continued early retirement
trend, has occasioned reexamination of both public and privete
exmployment and training policies.

B A trenchant example of privete sector human resource review
of the implications of the aging of the labor force is reflected
in the June, 1988 American Society for Personnel Administration

report on "Managing the Aging Workforce." ASPA summarized those
findings by stating:

“A significant gap exists betwsen what HR professionals see

28 necessary to manage an aging work force and the kindg of
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policies and programs currently in place. 2zphlama orsated

by a0 aging woxk force are Alrssdy heing falt . cogpaniss.

according to gindinga from the 1948 ASPA/CCE Aux¥ay. Almost
half (47 percent) of the survey ocmpanies zeported
experiencing moderate to very serious problems sssocisted
vith managing the careers of senior employees. At the same
time, s majoricty of the companies only have & few policies
in plsce designed to specifically address the challenges
posed by an increasing number of middle aged and senior
employees in the work force.

Other major findings from the ASPA/CCH Survey include:

[-) Reaction to senior employee career problems is slow.
Organizations with larger proportions of employees over
sge 50 report xore extensive senior employee career
problems, but existing policies in these companias are
sinilar to organizations with much lower proportions of
senior workers.

o Carser problems sffect more than the performance and
morale of senior employees. There is a spillover
effect to covworkers and customers.

(-] Respondents attribute the causes of csreer problems to
senior employee loss of motivation or complacence, but
they feel orgsnizstions should still implement HR
policies to help.

o Special trsining methods can be used to overcome the

difficulties senior workers may experience in lesrning

Q 77 v
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new gkills,

° About one-taird of the survey organizstions raported
having an informal philosophy that tetivement at or
befors age €5 ‘s in the best interest of both the
employee and the organization.

o Top management support for innovstive retirement
policies is 1low.

o Retirement policy problems center mainly sround twe
issues--how to encoursge poor performers to leave and
how to sccomudate the desires of good performers to
stsy on ss contributors.

o Fewer than 10 percent of the organizstions reported
the use of polices designed to sccomodate the special
needs of older employees who want to stsy on the jod on
aither s full-time or part-time basis. Most companies
do not sllow a phaso-in c” retirement.

Moreover, the same report ststed that “s gap exists between
what employers currently sre doing and what human resource
professionals feel needs to be done. . . . For slmost sll of the
.p-oucicl covered by the survey, forty percent or more of the
(human rescurce stsff) respondents expressed medium to high need
for changea in the policies in their organizstions.”

Mid-sized and 1srger businesses have not signiticantly
sltered esrly-out retirement offers directed to older stsff. At
the same time, small businesses, especislly retsil, uervices and
food establichments, have besn forced to change staffing and
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training policias because of the decline of young workers and the
need to attract the only other available large pool of workers--
older persons.

While American business spends upwards of §$50 billion in
training activitiea for employees, relatively little is directed
to older ataff or to such age-related taaks as jod redesign and
counaeling assistance for employees of all ages. The appparent
acceleration in technical job content and the need to maintain
skill relevancy has not yet attracted the full attention of
either American buaineas or Federal and atate employment and
training agencies. However, the near-term labor force growth
rate of 1% in the face of a 2% to 4% expansion pace of the
economy, with the attendant inflationary preaaures, will require
consideration of new policy directiona in the near future.

Attempts to shift valuea from an "institutionalized” early
retirement ethos reinforced by widspread age biaa and older
worker stereotyping will require carefully synchronized
approaches.

It is not likcly that the age for full Social Securit.
retirement benefits will be further pushed back in thia century.
However, changes in tax policy, such as further and deeper
taxation of Social Security and Medicare benefits are plauaible.
The new, tax-based Medicare supplemental premiums are examples of
suc: trends. There is a strong trend in private sector

re. rement health benefits toward cutbacks. Tha affects Qf thasg
developments may be to induce delava in retirement or decisions
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The challenge to the private market, the Csngress, the
Department of Labor and the national employmest and training
network is to design further incentives and services Whaich will
serve to induce greater numbers of older smployed workers tc
continue to work. At the same time, these same policies and
program approaches should provide assistance to the unskilled and
educationally disadvantaged olcder work force, employed or
unesployed, to secure good and rewarding career positions.

Several important points shouid be considered in the design

of policy.

1. The older the worker cohort, the grester likelihood of
skill and educational decrement. This axiom is
historically consistent with experience and can be
projected into the future.

2. The continued growth in the mature and older labor
force will consist largely of women, Hispanics and
lovwer skilled reentrants, both minority and non-
ainority.

Aruitoxt provided by Eic:
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Penaion and nealth bensfit coversge of the current and
Projected mature workforce will be constant or will
decline,
The demographics of the mature workforoe (ages 40-63)
suggest a limited pool over the next decads.
Because of such demographics, and the ccatinuved
relatively low ratea of labor force participation of

»en and women ages 6€3-70, RXime targats of policias and

suggeste an upgrading and shills enhancesent ratio to
unemployed older workers of at least 508-508 or higher.
In contrast, JTPA and Title V arze statutorily directed
to unemployed persons. At the same time, continued
Public policy presiures /taxing of benefitas, delays in
full retirement benefits, cutbacks in entitlement
benefits) could result in greater numbers of currently
retired persons seeking a return to fuil--or part-time-
-employment. Any new mature workforce employment and
trzining ayaten should contain sufficient flexibility
to respond to changing la’or force varticipation rates,
patterns and desires.

The needs and qualities of marure workers, roughly

those 40 and above or those with Jubstantial job
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experience (10 years or more), sre qualitatively
cifferent from the needs of young workers &nd new
entrants. These differences, in general, arg more
sslient than issues of race. class and education.

7. Eaployer (and genersl public) misinformation regarding
older workers (especislly employment costs, heslth
ststus, lesrning ~oilities and adaptability), and
sttendant diss in employment decisions, sre 8 major
factor in current labor market dynamics and render
ineffective most JTPA and related smployment and
train‘ng systems bssad on placement performance
scandards. These factors have historically gusranteed
both creaming of high potentisl older candidates and
limited job assistance with few basic skill and
educational components.

Over the past Qusrter century, the Fedarsl governbasnt hss
invested billions in employment ard training programs from MDTA
to JTPA. NCOA believes that all of the major initistives have
failed to adequstely Serve older sdults because of the dominance
of these factors. We believe that more experience-driven
reconstitution of policies and resources is required.

Given the demographics, the stubborn facts of market policy,
the wide-spread ignorance regsrding older vorker costs and
offsetting productivity and the relative lack of program tools
and major finsncial incentives, what should be our priorities.

Allow me to suggest some Steps:

'.fi"
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We should concentr . our efforts toward two related goals.
1. What public and private policies and inocentiv~s will
result in s decision by older persons to work longer?

2. How can we reemp’. ' mature anc older unemployed workers
and employ older ...v entrants or reentrants to the
labor force such as displaced homemskers?

As a contex” to these J0als, we must also consider the needs

of older workers who may be disadvantaged as a consequence !

i d

in me, lack of skills and education, lifetime racial

dizcrimination, illitercacy and/or lack of English, cz he~th and 4
disability limitatiors.

nlrx‘ e w

Some suwmary steps could include: R

1. The Congress and the Department of Labor siould
consider a restructuring ¢f the JTPA program to provide
for a two=-parit sdult title. Part A of such an adult

title would be designod to serve younger alult workers
fiom age 22 through 39. Part B would be directed to
the needs of workers ags 40 and above and would utilize
sgencies, techniques and approaches appropriate to the
needs and expariences of older adults.

2. Congress should consider a sarked incresase in the Title
V, OAA progrea of at lerst S) percent above turrent
levels. We can currently serve only 1 percent of the
eligibles. wWith a 50 percent increase of about $170
million, we could morkedly expand ocur activities and

turn significe.c rescui_es to assist in the design ot

§3-
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more on-the-job programs with private employers. It is
basic corporate policy that we have to change and not
exhaust efforts to simply relieve current worker
shortage problems. Expanded direct company
initiatives, such as Section 502, on-the-job projects,
will have a better chance of affecting company practice
and policy for the longer tecm.
Federal law should mandatc joirt planning requirements
at the state level for the administration of Title V,
JTPA, EDWAMA, adult and vocational education, trade
adjustment assistance and vocational rehabilitation.
We should h¢;. an annual or bisnnual state older worker
plan and program that weaves these stetutes into a
pactern of target ' and flexible servides to older
workers of all income levels. I wouldc ‘“save the
planning responsibilities tn thz states under Federal
standards encouraging integrated administration.
We recommended that the Congress initiate a major
examination of the private pension system not only in
regard to reversion and overfunding b.L also the
coercive aspects of many "voluntary” early out plans.
Accurate information on older worker productivity and
employm. costs has got to be widely circulated to
business, trade unions, educators, the press and the
} lic., Stereotyping of mature and older workers as

less efficient, inflexible, Jnhezlthy and unteachable
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still appears to be the dominant posture of many
personnel admiristrzators. 1If only a fraction of the
public education resources being dedicated to AIDS and
drugs were used for thesa purposes, we would be wel. on
ous way toward change.
Adult education and literacy assistance for older
adults working or seeking work should be upgraded.
Bnglish language trsining of large numbers of non-
English speaking older citizens seeking work is even
more strained because of the increases in Hispanic,
Asian and other younger immigration groups.
Social Security payments will be increased to reward
delayed retirement. The current bonus of 3 percent
does not reflect the true savings to Social Security of
such delayed retirement. We do not seek why the final
increase to 8 percent should be delayed to the year
2008. We urge that the increase be telescoped into the
next five years as a major incentive to continued
worklife. We also urge that the Congress rec- ~ider
the 1983 decision to push back the aae for 'uli ‘ocial
Security benefits to age 67. We don’t think that the
evidence shows that the increased benefit penalties at
ages 62-66 will provide incentives to remain in the
workforce. We believe the delayed benefits will tend
to discriminate against those in stressful and

phvsicel occupations and those with diaabiliries who
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will atill be forced to retire early.

8. We have got to build flaxihility into the workplace for
811 workera. We can do that with lifelong training,

. e L

periodic sssessments which can lead to new challerqes

and ssaignments, retirement esperimentation including
Phased or trisl retirement and effective pension
portability.

9. The Congress should conaider changes in the tax code to
provide both employer and worker incentives to maintain
skillas into late life. Such incentives could reward
employera who provide training to employees above the
ages of 40 and 50 with a differential incencive for
retraining and retaining older ataff. This would be a
far more efficient approach than the coata of
recruiting and retraining a long-term unesployed older
worker.

10.  Create, through JTPA, EDNAAA or rerkins Act reacurcea,
regional “Mature Amezican Norker Resource Canters®
which could:

a. At low or no cost, perform a- “age audit® on a

work force at the request of the organization.
b. Identify company human resource and benefit
policies which tend to underutilize and/or
discriminate against mature workera.
c. Propose employment practices and policies which

will tend to maximize older workers on staff or

o §6
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those who could be recruited and hired.

d.  Assist employers (p;SIIC and private) and unions
in utilizing Federal, atate and private technical
resources to better utilise mature workers.

¢. Transfer consultation and training experiences to
community collegea, PICa, SDAs, private human
resource groups and other organizations.

f.  Analyze experiential data for publication and use
by public ‘;.nciol, employers, Congress and the
Federal government.

Help design Eldercare employer programs.

h. Challenge stereotypical mature vorker images.

ii. The Federal government should bs aggressively
promoting job rudesign techniques to sssiat
pPersons with mild to significant physical or
mental limitations to continue at, or return to,
productive work.

Mr. Cheirman, I hope that our comments and }oconncndationa

will be of vse to you and this Comaittee. We believe that they

Anake good sense for workers, employers, uniong, educators,

employment and training agencies and government. We believe that
good labor market policy for older workers adds
for all.

up to good policy

Thank you for your interest in these thoughts.
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Mr. Hucuss. Thank you, Mr. Schulder.

Ms. Golding, there presently is a 3 percent set aside for older
workers under Title 2A of the Job ining Partnership Act for
economically disadvantaged adults and youth. The Department of
Labor, as I understand it, supports eliminating the set aside. I
wonder if you can explain the rationale.

Ms. GoLDING. Yes. The issue is not should older workers be a
tu;ghet up under JTPA because we fezl should be. The issue
is d we set aside funds at the state I or should we try t»
push that money down to the local level where the services are ac-
tually pr-vided. And what we have tried to do with the Adminis-
tration propos.. for JTPA is to push more money down to that
local level, so that older workers can get services.

We have also tried to target JTPA to the population that is most
in need. In other words, not just serving the economically disadvan-
taged population generally, but targeting on those who genuinely
have some barrier between them and employment. And what we
have done is to add older worker status to the list of barriers to
employment.

e think that the net result of this, pushing more money down
to the local level, and putting older workers on the targeting Iist,
will be to increase the amount of service to older workers, and to
get them on that targeting list.

Right now older workers are being served under Title 2 of JTPA;
about 3 to 4 percent of the participants are workers age 56 and
older, or about 17,000 people. We would like to see that increase,
but we would like to see it through——

Mr. HugHzs. How much of the 3 percent set aside is utilized?

Ms. GoLpING. That has been a problem for a number of years al-
though the situation is improving. The last year for which we have
oomx:ll;tﬁ data, about 70 percent of the 3 percent set aside money
weas .

Mr. HugHgs. How are you going to get more of a targeting of
older Americans by eliminating the set aside, and as you say, push-
ing it down so that the mmurities have more available? Would
they not have it avail-  in any event?

Ms. GoLbing. TP is a question of how much money of the
money that is set as.de at the state level does today actually reach
the local level, and that may have something to do with the fact
that that money has tended to be underutilized. The money that is
actually paasej down through the local level currently under
JTPA, about 80 to 83 percent of that is spent at the current time,
80 the ‘proport.ion of money used of the expenditure rate is a little
faster for that money that gets all the way down to the local level.

Mr. Hucues. Mr. Enoff, I appreciate your sharing with us,
among other thi the advantages and the disadvantages of the
egmings test, but I did not hear you say where you came down on
the issue. .

Mr. Enorr. Well, you have heard the advantages, and we have
been studyinimthat, and because we have not been able to come up
with a way that would not involve significant short-term cost, the
Administration currently is not supporting any legislation in this

&5 ...
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Mr. Huchzs. So the good news is that you understand the advan-
tages and disadvantages. The bad news is that you are not pre-
parodtoukavodﬁononnt.

Mr. Enorr. Well, the position we have to take on those bills that
we have seen, because costs he. 2 bean in the neighborhoods of
$5 billion a year—

Mr. Huanzss. Well, let me invite you to take a good look at what
Mr. Tauke and I are trying to do. I mean, we recognise that among
other thi it is a money issue. But we have a problem.. We have
a lot of r Americans that have a tremendous amount to offer,
and one of the disincentives that we believe is out there is th’s pen-
alty that they perceive that if they go back and work in an
area that they are going to lose a dollar for every two dollars they
w"mt;f.a s lem in this country of trying to find

(] ve & major in coun
child care providers, and what better resource do we have out
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ate child care providers. At the same time, it would encourage
more Americans who are very productive to get back into the
force. Why should we not be utilizing that technique to try to
in on older Americans who can be very productive in an impo
area of endeavor?

Mr. ENorr. | certainly would agree with the idea of trying to
the older workers in the child care area, but I think as we
even seen today, the problem that we run into, Mr. Chairman,
that how do we pinpoint one area. We have heard today idea
elder care, which is certainly another very necessery
wheve our older workers couid help. And other areas that would
suggested, and once we create that precedent, I wonder how
would draw the rin{laround that in terms of where do we stop?

Mr. HucHzs. We , it seems to me that we are moving in that
direction anyway. A few years ago we indicated that if you are 70
or above we are not going to have an earnings test. We recognize
that in the future we are going to be reexamining that.

Mr. Enorr. That is correct.

Mr. HugHss. So why not try to do it in a focused fashion, and
identify areas of endeavor where older Americans could provide a
tremendous amount of expertise, and carve out some uxceptions.
ngwouldthatbeabadprecedent? _

r. ENorr. Well, another problem with it, and as I say, I do not
disagree with the ulgrinciple, but the problem of implementing is
again how we would then implement something like that where we
would have to take a different effect on the person’s earnings be-
cause of the particular way they are employed.

There are some difficulties with implementing that, how far does
child care—how do I define that? would define that? Do I
have to get a certification that this person worked in child care,
and therefore was not subject to the earnings test?

;Ef
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Mr. Huguzs. We do that all the time, and, you know, we are now
in the 20th Century, :Kprw:hing the 21st Century, and with data
processing, and the ability to——
Mr. Enorr. I do not disagree with the concept. What I am
is that if we could eliminate the earai tutcommvn

ing that the con-

straints of the the problems that we have would be admin-
istering a piece approach. I am not saying it is im but
&havenotuenawaytodothat.andthisiaa new
v

. Hugazs. Well, we have a vote on, and my time is up. Would
the gentleman from Iowa like to go back, recess now, come back,
and take your questions then?

Mr. Tauke. 1 think I can ask my questions before we go, and
then the panel would not have to wait.

I think the last statement clarified what I understood to be your
position, and that is that in principle you like the idea of eliminat-
ing the earnings test, but you have got a budgetary problem. Is
that a fair assessment?

Mr. Enorr. I think that is a fair assessment.

Mr. Tauxke. | think it is important 1o note when we talk about
the earnings tes® it is not just that if you earn two dollars that
lose one it Social Security. It is that you earn two dollars, you lose
one, but you pay taxes on two

Mr. Enorr. That is correct.

Mr. Tauxe. And, while the words “catastrophic health insur-
ance” have not been uttered yet today, ithat has highlighted the
problem of paying taxes on two dollars when you have earned a
dollar, or if you are onla,takgg home a dollar. So, it is a problem
of equity and fairness. We need to figure out a way to ads.rell it.

Let me focus on a couple of othe. issues quickly, however. The
Department of Labor appazently wants to encourage states and
local agencies to coordinate JTPA and Title 5. As you indicated in
testimony, we found p%roblems that arise in attempting to coordi-
nate these programs. For example, the performance standards for
JTPA and Title 5 of the Older Americans Act oftentimes conflict
with one another. JTPA, for example, requires full-time employ-
ment in order to count the piacement as successful, while Title 5
ailows fsr onls part-time employment. JTPA requires that program
participarits receive above the minimum wage, and Title 6 provides
that pacticipants earn not more than the minimum wage. Thus,
JTPA trained workers placed in Title 5 jobs cannot count for JTPA
performance standards.

I wonder if you have any recommendations on ways to improve
coordination of those progrems, if the Department is doing any-
thinga)muttt, if there is something we can do to help the coordina-

5

Ms. GoLviN:. You have put your finger on a
where the iwo i made
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Mr. Enoff, what recommendations does Social Security have for
encouraging more workers to remain in the labor force?

tisan agreements that reached in 1983. We have not come up
with any other. As I indicated, all of the various proposals that we
have been able to uch a
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that we could do, or make legal, if you will, if
that, and we just have not been able to come up with any data
working with '{‘reazury, and the tax people.

Mr. Hucazs. Have we tried?

Mr. ENorr. We have tried to come up with data, yes.

Mr. HugHes. What I'm tTlet:l:mg at is that I get the impression the
factors that go into whether an older person goes back into the
work force are somewhat complex. I think it is governed by wha
kind of income they have, what their health is at a given time, eco-
nomic incentives certainly play a role, but it seems to me that we
need w be doing a far better job than what we have done to date in
trying to find out how we can get older Americans back into the
mainstream of life.

Mr. Enorr. I thiuk that this data that was referred tn earlier

[ d

from the Labor Department is an interesting c in trends, and
it does tend to corroborate, I guess, the new benefici in-
dication that the earnings test did not play that signi t a role

in that decision, but it is so difficult to separate that out.

Mr. HucHes. Well, I would like to see the s*tudies, and I would
like to see the methodology, because my own experience would not
bear that out. It is a factor. I don’t know how serious a factor it is,
but I xnow it is a factor.

Mr. Enorr. A factor.

Mr. Hugnes. It is a factor.

Mr. Exorr. I do not disagree that it is a factor.

Mr. HucHes. It is enough of a factor that it is mentioned many
times to me by my constituents. I cannot believe that my district is
not ical with what is happening around the country. There
might be shades of difference, but—

Mr. Enorr. We will be glad to share what we have from that
new heneficiary survey with you, and certainly if there are any
trends when we can analyze this latest data that comes in the next
couple of months from Laber that indicates a flattening, or actual-
ly an increase in the number of older workers, if we perhaps
could go back and do a survey of those workers at some point soon
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are taking care of at home, cuuld be provided a care
i i to get Job Training i
Act training. Of course, the SDA said, “no, care means chil-
dren’s day care, not adult day care,” although is not what the
regulation said. Well, we solveri the problem eventually so that,
fact, some of the older worke's who are taking care of their very
elderly parents or relatives, now can utilize adult day care as a
supportive service under JTPA.

y point is I did hear what tl.e Secretary did say. We still think
that you d?l:t:%d some ctoergion. .f you will, thatin,.onp.let:’id;
some man amount of mor rather than partici
make the respond,andl%nkyouwﬂlbebeurﬁ
about that from your next panel, I gather.

The 3 percent set aside tock 3 or 4 ;ears before it began to spend
each year’s allocation. That is, it was hehind as the rest of the pro-
gram was behind in spending. But in the last, I understand, 2 or 8
yearsitisnow:gengﬂemomofeachyear'saﬂonﬁon,but'th
still stuck with the problem of spending the carryover funds from
theoetasidefromirreviousyean,butinmoststatestheymnow
spending at least 100 percent of the allocation for thai year o
more. The system is beginning to work. There ure many hundreds
of Titie 5 programs now working with JTPA programs around the
oountl&,andthoseareinjeoMiftheli ent set aside goes
down the tubes, as it may well in the work of the
We think that the Co might consider the following. Why
not deem as eligible for A anybody eligible for a Title 5 pro-
gram, or enrolled in a Title 5 program, and simplv -aake it clean, If
you are in a Title 5 program you are deemed ¢ligible for a JTPA

space.
Mr. Hugazs. Why should we not do thet, Ms. Golding? Why
should we riot be doing that?
Ms. GoLo'™NG. It may be that we have. We tried te cross-reference
in our JTPA o all the related programs who have similar
definitions of what sconomically disadvantaged is. For example, on
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They are, in fact, low income and largely women, and many
p&ggmayemitmwmﬁymmﬂmﬂm
J

Incidentally, we are working with the Department under
tractundngrantealled?rime'l‘imeProdnchm

kinds of unions around the country between
tional education, private efforts, other public efforts, and it
ve?fmitfulrehtionshi.Wethink,hm,ﬂmtthhw
and the Congress, could go a bit further in enhancing resources
and coordination.

T

But again, I think that the Job Training Act net-
work, and I am talking about the administrators the coun-
try, reflect the broader market, so if many, many personnel manag-
ers think that older workess cannot learn, cannot be *rai are

;

unfortunately into the n
they are reluctant to recruit older workers because they are nerv-
ous about ever placi them,andtherebylod% the perform-
ance standards in the Job Training Partrership program.

The De nt is considering some changes in those perform-
ance stan as it may affect older workers, and displaced home-
makers, and farmers, I believe, are also going to he—that is, dis-
placed farm families, 50 that the per” rmance standards for those
groups may be different. But there s a whole complex of
that really have to be dealt with, it seems to me.

You do not, for instance, take five people over the age of
put them into a group of teenagers and train and
these five adults in their 50's to respond to the same kind of train-
the Depuriment wiscty, and e ConroosT 1 thane, e o 8 w2y

t wisely, and the i ill wi
rateitintoanadultt{tleandayou title.Ontheotherhnndm
adult title is ages 22 to 102, and we think there is a real
between ple in their late ZJ's, or inid 20’s,
40's and 50’s, and would like to see a further, if you will, conven-
ient and flexible separation into an A and B so that workers—so
zlagt%ﬁsmgmtaﬁogkgtabrqa@rmppfmp:dmm

8, 50's, and above, esign training techniques, place-
ment techniques, and recruitment for this brouder range of older

the

not adaptable, are not uctive, that really gets reflected
Lo ob'l‘raininanrtnenKi

i f

3

1
i

workers.

The program will work, and the market is causi

to work better. As we have heard now, we have had fewer teen-
rs come into che labor market. Companies are out recruiting

older workers. F.opefully tha' will continue into the longer term.

We would just Jike to make it a more efficient system s0 that it is

not so arduous; the market process is often very rough. We think

3
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policies can ease it so that older workers, and again older in
viewpoint is not just people over 56 or 65, but people in their
and above, we would like to see older workers in a smoother
get into those jobe, and retain those jobs. Keeping the worker o
the job though, making sure the 50 year old who is about to be L

off, 18 equipped mmmejobisuequnlalgan important
it seems to me, as taking the unemployed 53 year old eight years
later and getting the job.

Unfortunately, our policies and programs do not deal with the
worker in jeopardy, and it does not really provide training so that
they can stay on toe job under current law.

r. HugHzs. Thank you. Thank you very much.

I have no further questions. I would say to the panel we appreci-
ate your teetimony. We may want to some other questions
to you, and we will keep the record open for a couple weeks 80 that
we can receive your answers. Thank you very much.

Mr. ScuuLpxr. Thank you.

Mr. HugHzs. You have made a significant contribution.

Our second panel today consists of the Honorable Robert Menen-
dez, who is the Mayor of Union City, New Jersey; Alice Ove eiro,
Director of New Jersey Department of Senior Igloyment Serv-
ices; Dana Berry, the Project Lirector, Union City, New Jersey Day
Care Center; and Barbara Willer, Public Affairs Director, National
Association for the Education of Young Children.

We welcome you here today. We have your statements, which,
without objection, will be ma!e a of the record, and we hope
that you can summarize for us. We have read your statements.
They are excellent. They are right on target, and we are going to
begin with you, Mayor Menendez. Welcome.

STATEMENT OF THE HON. ROBERT MENENDEZ, MAYOR, UNION
CITY, NEW JERSEY

Mr. MeneNDEz. Thank you, Mr. Chairman. It is a pleasure to be
here with you, and the members of the subcommittee who have
been here.

I am accompanied today by Ms. Dana Berry, as you have pointed
out, who is a Project Director of the Union City Day Care Program,
and who also will be presenting testimony to you about her model

ajrofessional training program for clder 1 orkers, and both
Jane. and I very much appreciate the opportunity to aﬁear before
thc subcommittee and to share insights that we both have gained
as a direct result of our involvement with older workers in the
Union City Day Care Program.

Dana is justifiably proud of our intergenerational pmﬂ':.m, and
soamJ -2 am zoingto:vla'tocut my comments short, Mr. Chair-
man, so that maybe you will consider givinﬁiher some of my time.

If anyone ehould doubt the capacity or ability of older workers to
fill vital jobs in this country, I invite them, and I invite the com-
mittee, Mr. Chairman, and yourself, to come to Union City to see
our day care prograr: in action. The Union City Day Care
was excellent in terms of the content of curriculum and befo!
older workers arrived on the scene, but our older workers teaching
asgistants brought something very special, something that you just

Kgd &2
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UCDCP-monitored work experience training in public and private
non-profit child day care centers and after-school programs which
have been pre-approved by UCDCP with respect to program caliber,
workplaca quality, and the.r commitment %o hire the trainee or
trainees for non-subsidized teaching assistant positions withan

81X months of their work e»perience start date.

The Hudson County Division of Employment and Training
provides JTPA funding to cover the costs of the eight-week
classroom training and practicum component. The State of New
Jersey Division on Aging and designated lcocal organizations under
the Title V Older Americans Act Senior Community Service
Employment Program provide funding for stipends for trainees
during the eight-week classrocm/practicum component and for up to
six mounths thereatter in the follow-on work experience component

of the paraprofessional training trogram.

To date, one hundred and twenty-six older workers ranging in
age from 5° to 82 vears of age have graducted from the UCDCE
paraprofessicnal training progiam T am rleased to report that
all of our graduates have successfulily erbarked on their "sescond

areers” as child day care teaching assistants. Many of our
graduates are now working in for-profit and ncr-profit child day
care centers throughout Hudsor County. A number of other
draduates are now employed as teacher aides 1n before-school and
after-school child care programs 1in Union City, And some of our

gradustes have elected to becore entrerreneurs, and have become

Aruitoxt provided by Eic:
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tive hoops in order to create the possibility for us to have this pro-

gram.

Mr. Chairman, I conclude my remarks, but I would request that I
be permitted to submit to you, the committee, for a copy of this
record an expanded concept paper on the national service corps for
senior Americans for your consideration.

[The prepared statement of Mr. Menendez follows:)
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SUMNARY OF TESTIMONY OF HON. ROBERT NEWENDES
MAYOR OF THE UNION CITY, NEW JERSRY

Rescognition of the important role thet can and must be played
by older Americans if wa are to successfully respond to the
multitude of eocial problems faced by our netion.

Support for N.R. 3079, including expansion oZ the concept of
sarnings disrsgard for jobs in other community-service
tielde thet have become very oriticel for locel communities
over the past fsv years, including literecy trainers,
anti-drug abuse teechers and c~unselors, remedial

education tutora £or children, youth and adults, counselors
in toen-ege pregnancy preventiol. programs, teecher aides

and tutors in nltornntfvo education and 4drop-out pravention
programs. teachers of parenting skills to youag parents,
comeunity recreation aides and counselors, end so forth.

Proposes the creatior of a National Service Corpe for Senior
Americens, in whioh perticipants employed in community-cervice
jobs as described above would be eligible for application of
an ercnings disregard undex Social Becurity, or a tax credit
or deduction, as appropriate.

Urges Subcommittee support for JTPA amendments to be offared
by Congressman Matthew Martinez in order to ensure that older
Americans will not be denied the opportunity to partivipate

in a meaningful way in JTPA employment and training programs.
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Mr. Hucuzs. Without objection, it will be so received. Thank you
very much for an excellent statement. Ms. Berry? Welcome.

STATEMENT GF DANA BEPRY, PROJECT DIRECTOR, DAY CARE
PROGRAM, UNION CITY, NJ

Ms. Bxrry. Good efternoon, Mr. Chairman. I am Dana Berry,
Project Director of the Union City Day Care Program in Union
City, New Jersey, and I very m"ich appreciate the opportunity thet
you havesograciouslyextendedt«:metosharet(?mgh' ts and ob-
servations with respect to acts thai are worthy of conmderation by
this subcommittee and by the U.S. Congress, in order to better pro-
mote better utilization of une of this Nation’s most valuuble re-
sources, its older citizens.

I have prepared written testimony which I respectfully request
being put in the record.

Mr. HucHes. That will be so received without objection.

Ms. Bepry. I will start by tgrovid.::xl you with a brief overview of
our day care program, and than I will deacribe our paraprofeesion-
al training program for older workers, which has provided divi-
dends far exceeding our original expectations. Following thay over-
view, I will offer some obeervations and recommendations concern-
ing certain pending legisiation affecting older workers.

Cur non-profit program in Union City currently serves 235 chil-
dren between the ages of 6 months and 6 yesars in two day care cen-
ters, and a settling program for home-based care for infants. The
majority of the children served bi'htshe UCDCP pro‘gm.m comes from
low income families, principally Hispanic. Some of our children are
from families headed by very low income gingle females.

Despite the budgetary and other challenges that are an ever
present feature of any day care program focused on low income
families, our program has ieen able to develop an early childhood

that has earned accreditation by the National Acedemy of

rly Childhood Programs, which is the accreditation branch of

*he National Association for the Education of Young Children.
rhat was hard work.

Union City Day Care is only 1 of 11 day care programs in the
State of New Jersey to have received such ~~~r=ditation, which we
did in August of 1985, and it is the onlv NAFVC accredited nr
gram industry that is both multi cente~ « and multi cuitured.

Mr. Hucues. Ms. Berry, I wonder if you would hit the highlights
for us, and summarize, because we Fave read your statement. It is
excellent, and it will be part of the -ecord, and if you could do that
then we could gt right {0 question -

Ms. Berry. We have been using clder workers in our day care
work force since 1988 when we developed & profeesional child
care training program. To date we have gradusted 120, and those
older wo(;':ersty have been put in t.hlen ‘t:‘act? tﬁare work force in
Hudson County in various capacities. e training program
has attracted national attantg::, and today Life magazine is film-
ing and finishing up its article which will be put in, we hope, the
November-December issue, s0 you will be able to see us in action.

It is difficult to describe the full extent of the contribution that
the older workers have made to our program, and to the communi-

Q
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ty at large. Very simply they are just very reliable, totally dedicat-
ed, dependable, responsible, and consistently cheerful people, and
the effect that they have upon the children, and even upon the
teaching staff, is magical.

I would like to present for testimony a video tape. It is not a pro-
fessional video tape. What it is is a composite of different tapes
that have been done over our media events. That shows you the
ma(fic of the intergenerational aspect of having the older workers
and young children work together, and I would like to submit this
also as part of our testimony.

Mr. HucHes. Very good. Without objection it will be so received.

Ms. berry. One of the questions asked in the video tape is why
are there not more programs like this around the country, and you,
Mr. Chairman, in your introduction through H.R. 8079, this legisla-
tion tells me that you already know the answer to that question.
You have recognized that many programs that were created to help
low Income older workers have often had just the opposite effect
because of unreasonable restrictions or regulatory provisions which
effectively deny the able-bodied older Americans to the opportunity
to supplement their meager pensions with modest wage earnings.

Their earnings test in the Social Security, and the inappropriate
performance standards, applied to o.1er workers under the Job
Training Partnership Act, are prime examples of this program.
They have been touched on in earlier tes‘imony today.

I commend you for your legislation, an1 you can be sure that I
will urge your colleague, Congressman Frark Borini, who serves on
the Ways and Means Committee, to do every hing to help with this
legislative initiative. And, Mr. Chairman, I hope that you and
other members, and the Full House Select Committee on Aging,
with do everyihing you can to insure that the JTPA amendment
process that is currently underway in the House and the Senate
will not end up excluding the low income older Americans from the
opportunity to participate in meaningful ways, both quantitatively
and qualitatively in the JTPA employment training initiatives.

It is my understanding that Congressman Matthew Martinez, as
Chairman of the House Subcommittee on Employment Opportuni-
ties, is working very hard to try to legislatively protect the interest
of older workers, but I am sure he can us¢ your help, Mr. Chair-
man. And it is my further understanding that Congressman Marti-
nez will be introducing legislation this week incorporating amend-
ments to the JTPA, specifically focused on older workers. And in
my view, and based upon our experience with our coordinated
JTPA Title 5 Older Americans Act training program, it is essential
that these amendments be adopted by the Congress, particularly
the amendment which will require the Secretary of Labor, and the
governors, to do job performance standards for older worker.
which recognize the special needs for this age group, particularly
those over 65 for part-time empioyment at wage rates which do not
jeopardize their eligibility for Social Security, Medicaid, housing as-
sistance, food stamps, and other vital services.

Mr. Chairman, I would be delighted to answer any questions you
might have.

[The prepared statement of Ms. Berry follows:]
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skills and to encourage their personal involvement in the

education of their children.

Mr. Chairman, words alone are not adequate to describc. the
inczlculable worth of our older worker child day care
paraprofessionals. You have to 3ee the special magic of
the intergenerational approach in order to fully appreciate it.

In order to give the Subcommittee a visual profile of our program,
I have brought with me today a videotape of recent television news
coverage our program has received. This is not a professionally-

produced plece, but it has made a hig impact on everyone that has

seen it to date. It makes an eloguent statement about why we

should be encouraging more programs like this around the country.

And in the videotape, you will hear a news announcer ask the
question, "Why aren't there more programs like this around the

country”.
Having heard about the legisla2t:rn that you have recently

introduced, Mr. Chairman -- H.R. 3079 -- I'm convinced that you

know the answer to that question.

-6



cooperative partnership effort with the State of New Jersey
Division on Aging, the Hudson County Division of Employment and
Training and the Hudson County Private Industry Council, through
which low-income individuals S5 years of age and older, princi-
pally Hispanic, have been trained by UCDCP as paraprofessional

child day care teaching assistants.

Our model trainirng program coordinates resources available
under the Title V Older Americans Act Senior Community Service

Employment Program and the Job Training Partnership Act.

The training course consists of 160 hours of classroom
instruction conducted over an eight-week period. The classroom
training is based upon a theoretical framework consisting of the
Hawaii Developmental Scale for Early Childhood, together with
daily practicum experiences ‘hat are tied directly into the
classroom lectures on early childhood education theory. Further,
there are daily classroom assignments during which trainees have

an opportunity to practice what they are learning on a very

t
f

concrete level -- working directly with the children. ‘The

trainees also spend time in each of the various age-level
classrooms so that the trainees experience the different stages of

young children's growth and development.

Following the corpletion of classroom training -- wath a
» graduation ceremony complete with cap and gown and keynote

> speakers -- the trainees receive up to six addxtional months of
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UCDCP-monitored work experience training in public and private
non=-profit child day care centers and after-school programs which
have been pre-approved by UCDCP with respect to program caliber,
workplaca quality, and their commitment to hire the trainee or
trainees for non-subsidized teaching assistant positions within

six months of their work experience start date.

The Hudson County Division of Employment and Training
provides JTPA funding to cover the costs of the eight-week
classroom training and practicum component. The State of New
Jersey Division on Aging and designated local organizations under
the Title V Older americans Act Senior Community Service
Employment Program provide funding for stipends for trainees
during the eight-week classroom/practicum component and for up to
$ix months thereafter in the follow-on work experience component

of the paraprofessional training program.

To date, one hundred and twenty-six older workers ranging in
age from 5% to 82 years of age have graduated from the UCDCP
paraprofessional training program. I am pleased to report that
all of our graduates have successfully embarked on their "second

careers” as child day care teaching assistants. Many of our

graduates are now working in for-profit and non-profit child day
care centers throughout Hudson County. A number of other

graduates are now employed as teacher aides in before-school and
after-school child care programs in Union City. And some of our

graduates have elected to become entrepreneurs, and have become

-3~
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home-Lased providers of child day care through private
arrangements with individual families, or as a part of UCDCP's

satellite program for home-based child care for infants.

I am also very pleased to repcrt that a number of our
graduates are also pursuing advanced education and training
through the Child Deielopment Accreditation program. This is an
extremely rigorous training program which presents formidable
educational challenges even to individuals far younger than the
average age of our graduates. The dedication, enthusiasm and
perseverance of these senior CDA candidates has instilled great
respect and admiration for older workers in my professional

teaching staff.

The inclusion of older workers 1n our day care program has
produced dividends which I could never have contemplated at the
outset of cur training initiative. We find that +*he older workers
are reliable, dependable, responsible, and consistently cheerful.
The effect that they have had upon the children -- and even upon
us harried adult teachers -- can only be described as magical.
Children who come from dysfunctional families have found a stable
and consistent source of love, personal attention, encouragement,
positive reinforcement, gentle guidance, and seemingly limitless

patience.

Mr. Chairman, you simply cannot fully understand the concept

of 1 + 1 = 10 until you see the special bond between the

-4-
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generations that is the hallmark of the UCDCP program.

And the UCDCP program itself has not been the only
beneficlary of our older workers' unique commitment to their

gt

"second carsers” as professional care givere. Many of our older
workers have voluntarily assumed the role of mentors to young
single mothers of our day care children -- many of whom have had
no posictive maternal role mndels to emulate, and who therefore

may also lack basic parenting skills.

Also, our older worker teaching as:zistants are assisting the
implementation of Hudson County's welfare reform program --
entitled REACH. ’Jnder this important initiative, our older
workers play key roles as teaching assistants and care givers
for the pre-school and school-age children of AFDC parents
enrolled education and employment training under REACH. And, they
will also be filling the role of home visitor-teachers in the
early childhood development and parenting skills program that
UCDCP is developing for REACH families in conjunction with the

Hudson County Division of Social Services.

And, our older worker teaching assistants will also be
a crucial part of our staffing for a model early childhood
development center to be coistructed in Union City. In this new
facility, UCDCP will not only provide carly childhood education
and development programs for young clildren, but will also

conduct classes for parents in order to enhance their parenting

Aruitoxt provided by Eic:
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skills and to encourage their personal involvement in the 3

education of their children.

Mr. Chairman, words alone are not adequate to describ. the

incalculable worth of our older worker child day care

paraprofessionals. You have to 3ee the special magic of

the intergenerational approach in order to fully appreciate it.

In order to give the Subcommittee a visual profile of our program,
I have brought with me today a videotape of recent television news
coverage our program has received. This is not a professionally-

produced piece, but it has made a »ig impact on everyone that has

seen it to date. It makes an eloguent statement about why we

should be encouraging more programs like this around the country.

And in the videotape, you will hear a news announcer ask the
question, "Why aren't there more Programs like this around the

country"”.
Having heard about the legislat:-n that you have recently

introduced, Mr. Chairman -- H.R. 3079 -- I'm convinced that you

know the answer to that question.
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Mr. Chairman, I commend you for introducing N.R. 3079, which
will exempt child care earnings from the Social Security earnings
test for workers aged 65 and older. Your legislation is very
important, because it recognizea that several federal programs
which have ostensibly been created, in whole or in part, to
help low-income older Americans -- and Social Security and the Job
Training Partnership Act are principal among these -- can
actuaily have the opposite effect for a substantial number of
low-income older Americans who would like to supplement their
'nooqor pensions with part-time employment. Earnings restrictions
under Social Security and inappropriate performance ztnndarﬁc
under the Job Training Partnership Act unfairly and unreasonably
deny to many low-income older Americans the opportunity to
participate in work opportunities that would enhance the quality
of their lives, provide them with modest supplementation of
retirement income, imbue them with the respect they deserve, and
enable their communities to utilize their knowledge, talents and
abilities to help meet the compelling needs of contemporary
American society, including child day care and improved public
education.

.

I note that H.R. 3079 has been referred tc the House
Committee on Ways and Means, 830 you can be sure that I will urge
your distinguished colleague from New Jersey's lith Congressional
District, Congressman Frank Guarini, to do everything he can to

assist your legislative initiative.

-q-
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With respect to impediments to older worker participirion in
the Job Trainirg Partnership Act, it is my view that inappropriate

)

performance standards applied to older workers under the regular

N
bty
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training title ~~ currently Title 1I-A -- conatitute the single

biggest 7roblem. And thit problem could have disastrous
implications for older workers if the House and Senate Labox

Committee biils amending JTPA are enacted in their present form.

Ly

Mr. Chairman, the timing of this hearing by the Subcommitted
is exti_mely propitious, because it may provide the vehicie
through which the Subcommittee can act to ensure that the needs

and interests of older workers are safeguarded in JTPA.

As you know, Mr. Chairman, up to now, most JTPA involvement .
by older workers has been under the so-called 3% Governor's
set-aside program. Since the total funding available in any given
year under the 3% program represents such a miniscule portion of
overall JTPA funding, i1t is nztural to wonder why more older
Americans axe not served under Title II~A -- which has
significantly higher funding levels. The simple but sad reason

for this disproportionate under-representation by older workers in

the JTPA participant populaticn 1s that Title II-A parformance
standards do not take into consideration the basic fact that many
older workers -- particularly those 60 years of age and older --
prefer part-time work as opposed to the full-time employment
required by the Title 1T1-A performance standard. And this

preference for part-time work reflects the realities of the aging
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process wvhich I am sure I do not have to detail for this
Subcommittes.

In addition to their prefsrence for part-time work, many
low-income older individuals are concerned about wage levels which
might jeopardize their Sccial Security retirement incoms or their
continued eligibility for such important ajd as assisted housing.
As & matter of fsct, I have had to conduct pre-enrollment
briefings for my older worker trainees to reassure them that
their SCSEP stipends would not adversely affect their Social

Security retirement income.

Additionally, the JTPA Title II-A performance standard
relative to wage at entered employment is often at s level which
would adversely affect Social Security retirement income, and
would imperil eligibility for assisted housing and older berefits
impurtant to low-income older Americans. Furthermore, wage levels
dictated through the Title II-A performance standards make it
alwmost impossible to link the Title V Older Americans Act Senior
Community Service Employment Program wi‘h the JTPA, because the
maximum amount of the hourly stipend that can be paid under the

Senior Comsmunity Service cmployment Program is $3.3S.

In direct response to the obstacles created by the Title II-A
performance standards, organizations interested in sponsoring
older worker training programs have naturally gravitated to the 3%

set-aside for older worker programs. But both the House and Senate
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I .
Labor Committee bills -~ H.R. 2039 and S. 543 respsctively -~ b
eliminate the 3% program, and ¢:ansfer that !undihq into the -

regular II~A training title at the local SDA level.

Although both H.R. 2039 and §. 543 cgntcin language which’ L

encourages the coordination of Title V Older Americans Act
programs with the JTPA, it is my view that this coordination will -
be virtually impossible with the current performance standards :

applicable overall to sarticipants under Title Title II-A.

And, even though both bills encourage local .JTPA Service
Delivery Areas to continue to provide training services to older

workers, the Title II-A performance standards requirinqtaull-tino

%
3
b

employment after job training at wages which definitely exceed
those authorized under SCSEP have already demonstrated their
effectiveness as a deterrent to JTPA participation by oider
individuals. 1In point of fact, these inappropriate Title II-A
performance standards constitute a disincentive to able-bodied
low-income older Mmericans who might otherwise be interested in
JTPA training for meaningful part-time employrent in jobs,

including those in the child day care field.

Mr. Chairman, it is my understanding that Congressman Matthew
Martinez, Chairman of the House Labo: Subcommittee on Empioyment
Opportunities, will be introduciny a set of JTPA amendments this
week that are specifically tocused on older workers, It is

my further understanding that Chairman Martinez' bill contains

-10-
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laaguage providing for a waiver of performance standards for older

workers, including those participating in coordinated Title V

OMA/JTPA training sctivities. I also understand that the

amendesnts to be offered by Mr. Martinez are Gesigned to

significantly enhance the effective coordination of Title V Older
Americans Act programs with the JTPA. j

Mr. Chairman, I sincerely hope that you and the other MNembers
of this Subcommittee will be able to lend your enthusiastic
support and assistance to ensure adoption of Chairman Martines®
older worker amendments by the House Committee on Education and
Labor.

This concludes my testimony, Mr. Chairman. I tguld be
delighted to respond to any questions that you or the sther
members of the Subcommittee may have about the role that older
workers are so effectively performing in tha Union City Day Care

Program.

-11-
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lntorfenerutlonll groirun experience in New Jersey curremtly is
in the child day care field with representation in two urban/suburbam
counties out of a total of twenty-one. In each of these ezperiences
a partnership between the JTPA ::Olcy, the SCSEP Title V Programs and
the trulnlns provider contribut to its success in teras of
unsubsidized placements and trainee developasnt.

Establirhing an ongoing equal partnership betweem the Jcb
Training Partnership Act and the ofder Americams Act Title V Semior
Community Service Employmsnt Program has produced positive results in
New Jersey. These results were achieved whem consider iom was given
to the target population. The needs of the semior uiation are
just as diverse as any other age group. However, therw are certain
characteristics that are valid when handling any group of seniors:

1) The fear of not being able to learn after a long
absence from formal training.

2) The fear of not being able to succsed at the training.

3)  Absorbing the latest technological changes even in a
job that they previously held.

4) Fear of not being able to compete with the other
members of the work force.

One of the elements that can help overcome some of these probless
is in the initial design and marketing of the programs. In New
Jersey we have been successful in several instances when the Private
Industry Councils, the JTPA adsinistrative agencies and the Older
Americans Act Title V Senior Community Service Easployment Programs
established open communication and consultation to me-: the precise
needs of this particular group.

The proposed elimination of the JTPA 3% Setaside Progras has
caused the N.J. Division on Aging much concern as this special
emphasis on the mature worker vhen coupled with the services
available through The Older Americans Act Title V Senior Coamunity
Service Employment Program has enabled the mature worker to enter the
labor force with visble skills.

(2)
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Mr. HugHgs. Thank you very much, Ms. Berry. I will tell ycu
that your Congressman, Frank Borini, is not only a good friend,
but I serve with him on the Select Committee on Narcotics. He is a
great Congreesman, and you are lucky to have him there in
Hudson County.

Ms. Obelleiro, welcome.

STATEMENT OF ALICE OBELLEIRO, DIRECTOR, NEW JERSEY
DEPARTMENT OF SENIOR EMPLOYMENT SERVICES

Ms. OsrriEro. Thank you, Mr. Chairman, and members of the
committee, and staff, for invitin? me today to provide testimony,
and the Division on Aging and of course thanks you for the oppor-
tunity to do so.

Mr. HucHes. We are just delighted to have you with us today.

Ms. OBerLrxiro. Thank you. The testimeny that I submitted I
would like to have included.

Mr. HucHEs. No objection.

Ms. OBeLLEIRO. And I will try to summarize, go over the points,
and maybe—I would like to talk a little bit about JTPA just be-
cause | feel it is a very important part of the older worker being
able to remain in the work force, or go back into the work force,
but I want to make a comment first about the two presenters
before me. If it was not for the Union City Day Care Center I prob-
ably would not be sitting here today because they enabled us to
start the wheels turning to get better coordination and communica-
tion on a local level with the Job Training Partnership Act instead
of turf, tradition, and terror, we always say. They enabled us to do
our job, which was to coordinate efforts with other Older Ameri-
cans Act Senior Employment Prograr?oé)eo le, and, of course, the
JTPA. So we thought it was not a reproducible experiment, but ac-
tually we have been able to reproduce it in a few of the counties in
New Jersey.

Mr. HuGgHes. Wonderful.

Ms. OBeLLEIRO. In Mercer, and in Union City, and & few other
counties are now going t¢ be training people through JTPA.

Mr. HuGHEs. So they were pioneers?

Ms. OBeLLEIRO. Yes. Well, | would like to think that New Jersey
is a pioneer in that sense, and I would say thanks to these people
here, and Saundra Krivit. That is the reason, and it has helped
many of our older people gain the selfconfidence that they need.

The two pressing social issues not only affecting New Jersey, but
also the entire United States, are the dramatic increase in the
early years of the 21st century of the number of older workers, aad
the changes in the historical family concept which has produced a
pronounced need for child day care services.

Intergenerational program experience in New Jersey currently is
in the child day care field with representation in two urban subur-
ban counties out of a total of 21, and those are Mercer County,
&hich is a newer program, and, of course, Union City, Hudson.

unty.
In each of these experiences a partnership between the JTPA

agenmand the Senior Community Service Emp) yyment Programs,
and training provider, contr&uted to its success in terms of
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cating what we call unsubsidized deplo t, to be linked to the
Title 5 Older Americans Act program. t we are saying there is
that there aro times that we cannot fat 100 percent placement of
the older worker, and instead of just leaving them on a lurch, we,
the senior employment program providers, would like tv accept
them as trainees and not to retain them forever on a pormanent
basis, but to pcesibly give them some more support services, and
some work experience treining, so that they could ultimatsly be
part of that work force that is not subsidi government funds.

We also would like consideration to be given to the alteration of
the JTPA unsubsidized placement standard to a more ree.istic 60
percent. We are not saying that because we want to do less. We
just know that there are som ~ disincentives and barriers for the
mtlature worker that at t.1me;f te th:e all(ilttle longer to overcome.

mproving coordination e older employmeat policies at a
Federal :r.nngState, and local levels, and between the public and pri-
vate sectors, would benefit from the formation of a committee ref:
resenting these entities. This committee would minimize the i-
cation effort, and insure that the maximum number of eligible
workers will be served. In New Jersey the Governor has estab-
lished it was Task Force on Employment and Training. Now it is a
Commission on Employmen: and Training. But we would like to
have a little more visibility with this group. We are trying to co-
ordinate with them, and they have been very helpful to us, but we
want that to be an important partner. I know they have a lot of
other things to look at in New Jersey, and a lot of other sge
groups, but we feel that in order for New Jersey to keep competi-
tive we would like to be a part of that in a much greater capacity.

The concept of exemption for the earnings of any of the Social
Security recipients is a step forward in encouraging the mature
worker to be a fully participating member of the work force. The
need of the United States to increase its pool of available workers
would be enhanced if this exemption were extended acroes the
board. There are many skilled areas which within the next five
years will be lacking skilled workers. Many older workers are dis-
couraged from making a contribution to the work force becavie the
Social Security pay back has become a disincentive.

In the past I ret};rred to the disincentive as barriers but they are
really not a barriers. It is more of a disincentive to the person, and
{)naybe that is something the government can remove as oppnsed to

arriers.

Employment of an older worker is one of the best vehicles for
achieving a positive self image. In the State of New Jersey during
1988 3 percent of the state’s approximste 4 million work force, or
117,000 residents aged 65 and older, held full or part-time jobs.
H.R. 3079 could be utilized as a pilot pr(¥ra.m for child day care
workers, and then after an evaluation of the results, maybe we
could look at some of the other fields that are needing of work
force, and some cf them could be the gerontological type of day
care, the health industry, some of the data industries that are
along the Route 1 corridor that we have in New Jersey, and in
some of the other areas. Maybe we could look at some of those be-
cause we could b-ing the older work force into those fields also.

(16
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But we do find that with the child day care we do address the
two needs, and ea I said, we are able to do it because we have been
doing it now for a couple of yeers with Dana’s group, and with
some other groups in New Jersey with the child day care.

Thank you very much for the ity to speak.

[The prepared statement of Ms. lleivo follows:]

-
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PREPARED STATEMENT OF ALICE M. OBELLEIRO

To better utilize an olaer work force, employment aad training
programs must be based on a sound understanding of the changes
occurring in our econcmy. Work force policies traditiomally in the
United States had been widely influenced by cie pressure for what
appeared to be an endless suppl{ of young workers. Two factors have
more recently become apparent that tle work force policies for the
latter half of the twentieth century and the twenty-first cemtury
sust reflect:

1) The longevity of the worker which has dramatically
increased since 1950; and

2}  the dwindling supply of the age group from 16 to 24
years of age as a source.

The current onghasls on elploylng the mature worker has brought
about philosophical and procedural changes in governuent funded
income maintenance programs for the mature economicgclly disadvantaged
worker. The Older Americans Act Title V Senior Community Service
Employment Program since 1980 has emphasized the employability of the
older worker in all public, private, business, industrial, and
governmental endeavors.

In New Jersey the prog.ams which can be identified as serving
older workers are:

1)  Th: Jlder Americans Act Title V Senior Community
Service Employment Program with nine diverse providers
of service;

2) The Job Training Partnership Act "hree Percent Older
Worker Setaside Programs; and

3) PROJECT RESOURCES in two of New Jersey's comsunitv
colleges. The thrust of this program is to pr .de
employsent placement to peo:le age 55 and ovei. The
distinguishing feature of this program is its
emphasis on the older worker without regard to
financial need.

(1)
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Intergenerational Froira- experioence in New Jersey curreatly is
in the child day care field with representation in two urban/suburbaa
counties out of a total of twenty-one. In each of these experiences
& partnership between the JTPA ::olcy. the SCSEP Title V Programs end
the trainlns provider contributed to its success in teras of
unsubsidized placements and traines development.

Establirhing an ongoing equal partnership betweea the Jcb
Training Partnership Act and the Older Americams Act Titls V Semior
Community Service Employsent Program has produced positive results in
New Jersey. These results were achieved when consider ‘jam was given
to the target population. The needs of the senior uietion ere
just as diverse as any other age group. However, :ﬂfgg are certain
characteristics that are valid when handling any group of seniors:

1) The fear of not being able to learn after a long
absence from formal training.

2) The fear of not being able to succeed at the training.

3)  Absorbing the latest technological changes even in a
job that they previously held.

4)  Fear of not being able to compete with the other
members of the work force.

One of the elements that can help overcome some of these probleas
is in the initial design and marketing of the programs. In New
Jersey we have been successful in several instances when the Private
Industry Councils, the JTPA adsministrative agencies and the Older
Americans Act Title V Senior Comaunity Service Employmeat Programs
established open communication snd consultation to me-: the precise
needs of this particular group.

The roﬁosod elimination of the JTPA 3% Setaside Program has
caused the N.J. Division on Aging much concern as this special
enphasis on the mature worker when coupled with the services
available through The Older Americans Act Title V Senior Comsmunity
Sexvice Employwent Program has enabled the mature worker to enter the
labor force with visble skills.

(2)
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We wish to avoid the loss of this very important element of the
Job Training Partnership Act. It is froa this standpoint that we
advocate for the following policies:

e

Retention of a setaside policy and program.

2.  Specific langusge to insure service to older workers,
should that setaside be lost.

3.  Retention of the 55+ eligibility guidelinas to insure
the strongest possible coordination with Title V OAA.

4, Mandated representation of older worker advocates on
the State JTPA Boards.

5. A stronger connection to the older worker network at
both state and local (SDA) levels.

6. The contiaued urging of a strong JTPA/Titie V OAA
Coordination at a planning and implementation level.

7. To better meet the special needs of the older warker
we also groposa that the JTPA 3% Setaside Program
rovide for an opportunity for those individuals who
ave not been successful in locating unsubsidized
employment to be linked to the Title V OAA Frogram.
Consideration also needs to be given to the slteration
of the JTPA unsubsidized placement standsrd to a more
realistic 60%.

The concept of exemption for the earnings of any of the Social
Security recipients is a step forward in encouraging the mature
worker to be a fully participating member of the work force. The
need of the United Siates to increase its pool of available workers
would bde enhanced if this exelﬁtlon were extended across the board.
There are many skilled areas which within the next five years will be
lacking skilled workers. Muny older workers are discoursged from
making a contribution to the work force because the Social Security
"pay back" has becose a disincentive.

(3)
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Eaployment for am older worker is one of the best vehicles for
achieving a positive self-image. In the State of New Jersey duri
1988 three percent (3%) of the State's approximately 4 million uo:{
force or 117,000 residents age 65 years and older held jobs.

The two gressinl social issues not only affecting New Jersey but
also the entire United States are:

1)  The dramatic increass in the ear'y years of the

tu:nty-flrst century of the number of older workers;
an

Z)  the changes in the historical family concept has
produced a pronounced meed for child care services.

H.R. 3079 could be utilized as a pilot program for child day care
workers after an evaluation of the results is made to determime if
this concept is a viable approach for increasing the recruitment of
older workers in other areas where worker shortages exist.

9110A
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Mr. HugHre TlLiank you very much. Ms. Willer?

STATEMENT OF BARBARA A. WILLER, PUBLIC AFFAIRS DIREC-
TOR, NATIONAL ASSOCIATION FOR THE EDUCATION OF YOUNG
CHILDREN

Ms. WiLLER. Thank you for inviting me to present in the pe:

(tiive of the National Association for the Education of Young Chil-
ren.

Just to give you a brief summary of our accreditation system,
and to point out what that means for Union City, this is a program
that has been in existence now for 4 years, and it is designed as a
very comprehensive system to provide documentation of high qual-
ity in early childhood programs, group programs that serve chil-
dren from birth through age 5, and befor: and after school. This
system looks at every aspect of the program, and provides a com-
prehensive }:F roach for improving the quality of services ided
to young children and their families as well as a way of document-
ing their effectiveness in providing needed services. The accredita-
tion program has been in operation for about 4 years. Currently we
have 1,000 accredited programs throughout the count.y, and an-
other 2,700 in process, 50 it is a fairly select group of early child-
hood programs across the country, and ones that do provide very
high quality of service to their yo children and their families.

e have heard throughout tine rnoon the facts about the
child care crisis, and your background materials very clearly docu-
ment the extent of the problem, and the very high rates of turnov-
er that result primarily because of the low compensation that staff
receive.

I just wanted to highlight why that is such a critical issue for
young children. There is no more important ingredient in provid-
ing a quality program than the quality of the staff, and it is abso-
lutely critical that we maintain continuity among the workers who
deal with K:ung children on a dail{‘ basis, so thst close relation-
ships can established between children and adults. These are
the relationships that really provide the basis for children’s learn-
ing in the early years.

Attracting older individuals as child care workers is not a pana-
cea to this serious problem. Programs which provide an intergener-
ational component are offering an extremely valusble service, and
they need to be supported. We need to recognize that the intergen-
erational component is an enrichment to the provision of earl
childhood services. It takes a tremendous amount of extra wor
and effort in order to successfully integrate older workers into a
program. It takes much time and planning to work out the comple-
mentation both among the existing staff, and also the older work-
ers themselves, to talk about feelings about aging, and perspective
of working among people of differing ages.

Some of the “challenges” that face a typical care giver, gettmﬁ
down on the floor with a gro&of children, picking up a 256 poun
cryiﬁatoddler, dealing with noise level. Dana menti that

or’s son came home from his first day at the program and

t is a noisy place.” Noise is often a sign of the learning
that is going on, because ch:idren learn best by doing. With active

the
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PREPARED STATEMENT OF BARBARA A. WILLER

My name is Barbara Willer, and I am the "ublic Affairs Director of thw
National Association for the Bducation of Young Children, better known as NAEYC.
NAEYC is the country’s largest association of early chikihood educstors, with s
membership of more than 70,000. Founded in 192u, vur mission remaine unchenged:
to assure that high quality early childhood programs are available to all young
children and their famizes. We work to fulfill our mission in two insjor wa, 3 (1)
providing tools and resources to improve professional practice in eardy childhood
education and (2) striving to build public understanding and support for high quality
early childhood programs.

Given this focus, it is a pleasure to be here today to discuss early childhood
programs that involve an intergenerational component — and to discuss the ways thai
such programs can enhance our nation's overall provision of quality services to
children and their fimiliss. As you are well aware, the early childhood profession
ian the midst of 1 sizfirg crisis, so that any attention to expanding the supply of
Potential workers is indeed welcomed. In fact, we invite Congressional attention to
strategies to recruit all qualified workers, not just older ones, to provide the critically
important services of ‘he care and education of young children

Let me say at the outset that our Governing Board has teker no position on
H R 3079 My remarks today will reflect positions that the Association has adopted
regarding the provision of high quality services and their implications for this
partricular bill. Our experiences with quality mn carly childhood services have been

immeasurably enhanced by NAEYC's administration of a national system uf voluntary

129 .
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NAEYC
Barbara Willer

accreditation for early childhood programe. The accreditation system is designed foe
any fulla. cr part-day group programe serving children from birth through age 5
and/or school-age children in before and after school programs. The system is based
on NAEYC's Criteria for High Quality Early Childhood Programs (1984), which were
developed over a 2-year period from a review of existing standards, a review of the
research literature on the effects on children of various aspocts of a group progam,
and from the expertise of thousands of early childhood professionals who reviewed
the proposed standards. NAEYC's Criteria address ten components of an early
childhood program: interactions among staff and children, cumriculum, staff
qualifications and development, administration, staffing, vhysical envirorment, health
and safety, nutrition and food service, and evaluation. The process involves three
steps: a self-otudy by the directors, teachers, and parents; an on-site validation visit
by spedially trained early childhood professionals; and the accreditation decision by
4 commission of nationally recognized early childhood experts. The system began
operation in Spring 1964. Since that time, approximately 1C00 programe have
achieved accreditation, including Union City Day Care represented here today. An
additional 2700 programs sre involved in self-study.
The Eady Childhood Staffing Crisis

This country is experiercing an unprecedented demand for esrly chikihood
programs serving infants, toddlers, preachool children, and school-age children before
and after school. Coming at = Hu'e when many programs are unable to attract and
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NAEYC
Barbara Willer

reta’n qualified staff because of inadequate salaries, difficult working conditions, and
low unemployment this demand has created a crisis sitvation that places the quality
of sezvices provided to young childran in jeopardy.

Years of research and expesence has demonstrated that the most important
factor in determining the quality of an early childhood program is the quality of ite
staff. Regardless of setting (family day care, center, or school? and regardiess of the
age of the child (infant through school-age), children do best when there are sufficient
numbers of trained adults who are available om a regular, consistent basis.
Specialized staff training is critical. Teachers/categivers must understand how young
children grow and leam, and how to teach them accordingly. And, because young
children need close adult attention and supervision to assure their safety and to h-lp
them to thrive, the total group size and the number of children per adult must be
limited, increasing personnel demands.

Child care workers have one of the highest separation rates (percentage of
workers leaving the field each year) of any occupation—nearly 40% in center prograns
according to Department of Labor statistics. This rate is more than double the
national average. The chief reason for the high rate of separ=tion is the inadequacy
of the salaries provided to child care workers. Nationally, chilkd care workers
received an average weekly wage of $187 in 1584, compared to the average worker's
weekly wage of $385. ﬂ\epicturebllaoqmudhnnlwhmb—quﬂbmcam.
Although over two-thirds of full-time workers in the private sector receive heaith
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benefits, with the majority of premiums peid by the employer, local surveys of early
childhood personnel consistently report that only, between one-third to half of these
workers receive hes!th benefits. The lack of basic health benefits for those working
with young children is particularly problemastic given the growing conoums by
physician;, parents, policymakers, and early childhood educators alike about the risks
of disease transmission in child care. Yet, an effective means of risk reduction is
ignored when caregivers have no hesith benefits.

Older Workers in the Earty Childhood Workforce

Given the gloomy p.cture I have just painted, you may well be thinking that
older workers rep~~sent an easy solution as an untapped labor pool. I strongly
caution you not to view the use of oider workers as a panacea for the staffing crisis.
Programe utilizing older workers or offering other means of intergenerational contact
can and do provide important services to chik ren and their families. But providing
su-h; services takes careful planning and implementation to assure that their bemefits
are provided to both children and staff. Most effective intergenerational programe
view this component as an enriching factor and are willing to invest the extra time
and effort it takes to make it work.

In addition to training, older workers, like all workers, need adequate
orientation about the goals and philosophy of the program, emergency and safety
procedures, the needs and interests of the children assigned to the worker's care,
guidance and classroom management techniques, and the planned daily activities of

127
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Barbara Willer

the program. NAEYC Guidelines recommend such orientation for all staff and
volunteers prior to their entry into the classroom.

Effective programs devote careful planning with workers and other staff to
establish a clear understanding of the roles and resrnsibilities of each adult in the
program. It is especially important for programs with intergensational components.
Often it is important to recognize and discuss personal feelings and perspectives on
aging and toward older persons. Likewise, discussion of expectations of adult
responsibilities within the program is needed. As a very concrete eample, many of
the “challenges” that typically face caregivers: from sitting on the floor with a group
of children, to picking up a aying 25-pound toddier may be physically taxing or
impossible for older workers. In addition, most early childhood classrooms are fairly
noisy places. More often than not, that noise is the sound of healthy, active children
learning through hvind -on experience ~ the best way to learn.  The bottom line is
that working with chilu:: is a very demanding job. It cannot be emphasized
enough that not everyone —~ axd not all older workers — will be successful child
caregivers. Often popular opinion assumes that older workers, and especiaily oider
women, are naturally qualified as caregivers. It is important to siress that neither
one’s age or the fact that one has children or grandchildren is sufficent qualification
for working in a child care center. Caring for other parents’ children in a group
setting is a very difierent situation than caring for one’s own children. Certainly we
want to foster the types of behaviors that we would all associate with a nu-turing
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grandmotherly figure. Carefu) screening and mutual understanding about the role can
maximize the likelihood that workers with such characteristics are selected.

The rewards of intergenerational child care experience sre many. In today’s
mobile society where many extended families are separated by distance, young
children can benefit from the grandparent-like relationships that are established with
older caregivers. Children’s learning about the life cycle and respect for elders will
grow out of the warm interpersonal relationships that are established. Older workers
gain the enrichment of exposure to young friends and their families and can take
pride in the important service they provide. For all of these reasons, efforts to
increase the number of intergenerational programs and to increase the
intergenerationral components of existing programs should be supported. But, such
efforts must include attention to the need for training and supportive services to
assure successful integration into programs. We cannot expect the ranks of older
workers to solve the serious child care staffing crisis that we face in this country.
In fact, without considering the need for supportive services for programs when older
workers are introduced, we run the danger of increasing the job stress of directors
and teachers now on the job and cresting further sources -of tension and
dissatisfaction, exacerbating the staffing shortage that is aiready a crisis. We
appreciate this committee’s concern with early childhood staffing issues, and look
forward to working with you and other members of Congress to forge real and
lasting solutions to address this serious problem.

i29
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Testimony to the Commitiee on Labor and Human Resources:
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Barbera A. Willer, PA.D.

Ou € bl’b.‘ - ted demand for early childhood
This country is experiencing an unpreceden i
programs serving infants, toddlers, preschool children, and children before
and after achool. Coming at a time when many programs are unabie to sttract and
retain qualified staff because of inadequate salaries, difficult working conditions, and
low unemploynient, this demand has crested a crisis situation that places the quality

ofservicupmvidcdtoyoungchﬂdmln)eoplrdy.

Childmworhenlnveomofthehighetnpnnﬁonnm(pemhgeof
workers leaving the field esch year) of any oocupndon—naﬂy“incmﬁudm.m
according to Departmnent of Labor statistics. This rate is more than the
national average medﬁdmaonforthehighnmofsepnndonhthimdqmq
of the salaries provided to child care workers. Nationally, child care workers
remivedmnvmgeweeklywngeofﬂ&?inlm,compandtothelvmgeworkeﬂ
weekly wage of $385.

Oider Workers Will Not Solve the Crisis

Attracting older workers should not viewed ap a penaces for the staffi
cnsis. ms uti older workers or of other means of ini tiona!
contldmnd d:nm provide important lervicaﬂa’i:;sd\ﬂdnn and Mmﬁndh But
m;ding such services tzies careful planning and im tation to assure that their

ts are provided «© both children and siaff. effective intergenerational

view this romponent as an factor and are willing to invest the

extra time and effot it takes to make it w Without considering the need for
supportive services for ms when older workers are introduced, we run the
danger of increesing the stress of directors and teachers now on the job and
creating further sources of tension and dissatisfaction, exacerbating the staffing
shortage that 13 alrendy a crisis.

Intergenerational Programs Provide Important Benefits to Children and Adults

In today’s mobile society where many extended famihes are separated by
distancz, y children can benefit from the grandperent-like relationships that are
established with older caregivers. Children’s learning about the life cycle and
for rtders will grow out of the warm interpersonal relationships that are estal .
Ol.ter workers gain the ennchment of exposure to young friends and their families
2ad can take pride in the important service they provide

' A
A3J
'-x.l



127

m{}mmm&o m mu?t% s wi‘lm:lronal Service Corps
am r, with your Na

for Senior Americans, and I look forward to receiving more infor-
vy fmmtlnnywl:ingm i terms of thing ch akin to what

you in terms of something very mu i w

wehaveonaratherlimitedwale.mchasm"-{hRSVP,mdFmr
Grandparent, and Green Thumb, whese we attempt to get older
Americane deeply involved in a whole host of activities in the com-
munity in a broader scale? Is that what you envision?

Mr Mznenr=z. First of all, what I do not envision is a bureauc-
racbi;so that is not what I have in mind.

. HugHzs. That is muunnlg

Mr. MeneNDEZ. And 80 what I do envision is & process of certifi-
cation in which criteria such as age, and the profession, or the
training that that individual has, and where they would serve, par-
ticularly my focus, I believe, would < in public service not private
sector service, for those iters that we are talking about, day care,
elder care, latclikey, nursing-related services.

We have teachers who are constantly retiring at a relatively
early age, and comparatively in today’s life span. We have a whole

in terms of tutoring and mentoring, and I think that we can
do such a certification process to answer the questions about with
the Social Security Administration. How do we go about going
ahead and identifying it, and do it in such a way within various
different existing departments of government, that by doing that
we could solve a whole host of needs that we have out there to he
addressed by people who have a lifetime of experience, and I agree
that training i1s important for those that may not have had it, or in
the particular area, that have a lifetime of experience and knowl-
edge in many different areas that we just put out to pasture, just
doee not make sense.

Mr. HugHes. Well, I want to congratulate you, and Ms. Berry,
and those that have made your program such a success in Union
City. It has indeed become a mode! for the country, and we appreci-
ateMv;our willingnees to come in and talk to us about it today.

. Obelleiro, you mentioned in your testimony that you have
concerns apout the proposed elimination of the 3 percent set aside
in the Job ’l"mmlx;f Partnership Act. Can you teﬁeuu what would
happen iu states like New Jersey, in Jour judgment, or around the
country, if we eliminated that pet aside?

Ms. OpzLLEIRO. What would hapr n in relation to the economi-
cally disadvantaged older person ti.at is looking for a job is that
the concept of the formal training that would prepare them for the
current turn of the century, late 20th Century jobs which wiil
differ to the ones that they held before, training would be lost, and
they would basically go into the field without that training. Their
self-esteem wouid diminish as were successful in finding employ-
ment, and thewould probably drop out the work force.
would just go k into the retirement ever. though t.heg)rmight
need the money, and work, or they might wart to do it their
own self-worth and self-happiness. And we feel that that absence of
the forma! training, the training that is needed to make the work-
ers be part of 's work force, the absence of that would be
really a loss to the older worker.

>
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would really conflit with the JTPA program for the younger

people.
htr.Huam.OneofthethingsthatIaminuruhdinhhowtho
Bl b you throughou the state . ibeetiving eeerane Pora me®
you ou state in i ing programs
or have they been reluctant, because there is somewhat of a por-
ception that older Americans might require more
maybe be a little more of a hassle? And, of course, how ¢
thestereotypethatonlytheywngeradultwhoisout.dwork
:feet‘i:trf] Py ho also el andrel;ﬂmng
e older erican who tn.mu:g ing.
Ms.Onnmo.Ont}mlocallevel?do feel the local providers
of the service really look at the older worker as a negativs group to
sem.ltisjustthattheperfommcepreuum,mng‘tm
them, for the other groups, that I think sometimes older
worker issues do not me paramcunt to them, so they get put
on the back burner, and then what we try to do, of course, we *ry
to brinﬁthat to their attention.
Mr. HucHzs. Well, the 3 percent set aside focuses attention upon
mgategory.wmwelosethatifweehmm' inate the 8 percent set

E

writing it will becorae reality, and I think t as with our pro-
gram with the Older Americans Act program, there are certain pri-
orities and emphasis that we have to look at and follow and try to
meet those neede. I think with the 3 percent set aside older worker
P , it is the same case that we have to focus on the mature
worker, and we have to look at them maybe a little differently, and
while we do want to mainstream them into the work force, bef
they go into the work force they have to be prepared, and ti-oy
have to accept the concept of lifelong learning, or else they are not
going to want to do it, so we have to market it to them a certain
way, develop the grograms a certain way, and by having that part
of the system, and having on a state and local fevel having repre-
sentatives from what we call the mature worker network, agencies
that work with the mature worker, that would enable t to
happen, but, of course, nationelly that has to be put into the lecis-
lation, I feel, so that it can become pert of the system in our sts‘e.

Mr. HucHss. Finally, Ms. Willer, I appreciste your insight into
how not everybody is cut out to work in day care facilities, that it
is nmand kids are active. I can relate to that. We have thiae
grandchildren.

Ms. WiLixx. That is right, and it is always nice to see them go
home, is it not?

Mr. Huguss. That is the point I was going to make. It is nice. it
is exhilarating, it is wonderful. I mean, they help keep you young,

132 .
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butalsoitiswonb(‘llerft\l:l‘whe:uyongohotxne.th&peacent:,dquiotof
your own home, but that is all part, is it n trying

Americans back into the mainstream of li .Not"nrylmst
out to work in day care facilities, but a lot of them are, and a
them probably would be irreplaceable because they have 1
think it was the Mayor that said they have such a special way of
communicating to youngsters. have so much to offer, particu-
larly to those rs who do not have two parents in
the household, which is uafortunately incressing in numbers
throughout the country. They can help provide that love, compan-
ionship, and comradery that 18 very important to youngsters today.
Ms. WiLikR. I could not agree with you more. I think that is cer
tainly something that we need to encourage as much as possible.
A#ain, to point out what it takes to do that, end the of extra
effort that really does need to go into planning an eftective pro-

gram.

Mr. Hucrss. I think your point is well taken, and we appreciate
that. The gentleman from Pennsylvania, Mr. Ridge.

Mr. RinGe. I thank the gentleman for yielding. I apologize to the
Fmel for coming in late. This is a matter of personal interest to me

or a variety cf reasons. I have agnt a lot of time looking at the
work force of the future, reading the study called Work Force 2000,
and the future pressurees on a {owmg economy to attend to the
needs of more women in the work force, which means we will need
more child care facilities, and so the two come comfortably ;ﬁeﬂ:—
er with your proposal, and certainly with a 2 year old son a3
gar old daughter, I have a particular interest in care myself.

I do have some questions, and permit me to ask them, and they
may have been answered in your testimony, but forgive me.

I am kind of interested in the structure in the Union m
gram. May I presume that the older Americans who are u in
such community service projects are supplementary staff? Are any
of them in supervisory positions? Is there a workload? Is there ac-
commodetion made because of age, and perhapse an ability to carry
a ful! workload? Do you address the schedule to meet that? Would
you just comment?

Ms. Bxrry. Yes. To answer your question, what I did not share in
my—the written testimony, is that there is an 8 week tramm{
course that is paid through JTPA funding, and during that 8 wee
training course, 5 days a week, 4 hours a day, the older workers
are receiving the Title § stipend. Thus they are receiving $3.35 an
hour during that training course.

Mr. RIDGE. Some of us want to raise that incidentalalg.0

Ms. Bxrry. I am glad to hear that. However, r they are
through with that training course with us, we then place them in
our center, or in other centers, for a 6 month continued Title 5 sti-
pend. At the end of that time it is our commitment to them to
place them llm?o unsubsidized slots.&is way we arek able to bl'i!ig
In new people to begin training so that we are not keeping people
ona aubsidx’;ed Title 5 entitlement.

The older workers begin as teacher aides. Some of them choose
to work an 8-hour day, and some of them choose to stay en a 4- or a
5-hour day. Two of our older workers, have just completed receiv-
ing from NAEYC, the CDA, which is another credentialing stand-
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Ms. Berxy. Would you xl'g?ther have a 20 year old taking care of

[\
Mr. Rmae. Well, you have answered—it is a wonderful &u:sﬁon,
and particularly those who have obviously—the beauty is that they
have raised their family themselves, and it is a family. It is
a real ial relationship that I have seen develop between m
children and—well, they are more than care givers right now.
mean, it is a little bit different situation, but there is i
really special, so I appreciate your innovation, and look forward to
laaminﬁ more about it. Thank ycu for your testimony.

Mr. HugHzs. I thank the gentleman. The gentleman from New
Jersey, Mr. Pallone.

Mr. PaLionE. Thank h&ou, Mr. Chairman. That is the first time I
am addressing you as Mr. Chairman. Congratulations.
mer.N Hugm. I should have said the distinguished gentleman

m New Jersey.

Mr. PALLONE. I just wanted to, first of all, welcome Bob down
here. Assembl Menendez was someb -'v that I worked with in
the state legislature, and I know him both .y a Mayor and as an
Assemblyman. I know he has been doing an excellent job, and we
minsedyouattheSpanithlgFiu_tathismmmerinlnngBmch.Do
you remember coming previous year?

Mr. MenenDEZ. Yes.

Mr. PALLONE. It wus a nice fiesta, I have to tell you.

I have to apologise again because I did not hear most of your tes-
timony, but I just wanted to ask a question, and again, as was said
I may be asking somethi m.thuunﬁbe.nmwmd.butifi

I am a co-sponsor of Mr. Hughes’ and I have to say, Mr.
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labor, if you will, in New Jersey, and a lot of them either feel the
necessity to, or want to go back to work, and they are always talk-
ingahoutthefactthattheSodalSocurityearninphstinan' i

E

iting factor, and certainly in this area with regard to day care, but
even perhaps in other areas as well, it seems to me that this type
of legislation that would encourage people, older seniors, to go back
to work really does make sense. It is something that they really
want.

And I just was going to ask you whether there were any other

§1

types of incentives like that? And, for example, this kind
against the earnings test almost, but one of the things that
stantly comes up among seniors who are working is that
should not have to pay, for example, the payroll tax, or Social Se-
curity. In other words, if—either the earnings test is eliminated, or

might pu
into place on a federal level. A broad question, but kind of lends
itself to this. .

Ms. Berry. Amazingly enough for our group of poople, $8.85 f,;:
hour in earnings is to some of them the difference that makes li
bearable. To othears it is the money that they take down to Atlantic
City in order to have a hoopla. I have not heard complaints about
paying federal taxes. They do not want to be penalized for earning
more that the $8,800 cut-off. The hardest point that we have is that
they want to make sure that they can earn it for only working 4
hours a day instead of having to work 8 hours a day. It is those
kinds of inconsistent patterns we have to contend with as we try
and mend JTPA and Title 5 regulations together.

This is a group of citizens that have paid taxes for a long time.
The fact that they are going to pay a little bit more seems to be a
natural part for them. I think, that what this legislation, 3079, in-
troduces is going to be seen as a marvelous ster forward for them,
and very progressive. They were very pleased to know that I was
coming here today, and cannot wait to talk to me tomorrow.

Mr. PaLLONE. Great. Now, is it—you may have almdy answered
this, but in other words, from what you are saying, the incentive is
not so much that we would get a lot more people in the work force,
but rather that they would he working longer hours. They onl
worked, for example, 4 hours a day, and they would work longer

Ms. Berry. No, I do not want to be misunderstood because this is
one tof the critical! points f(l:)r us. They do ngt want tlﬁ:;hsﬂocxal Se-
curity incorme jeopardized by going out and earning slightly more.
Now, slightly more to them is a choice of working 20 hours a week.
Moest of them woult}le:;efer to work only 20 hours a week instead of
40 hours. Present A standards say that you have to work 40
hours in order to meet their performance criteria, so for us to go
out and get the training money that we need to mnake our older
workers eligible to be trained a quality people who work with our
children, we have got the two different systems in juxtaposition,
hopefully a bit what Congressman Martinez’s bill addresses this
issue

Your 3079 is going to make it just much more attractive for
people to come out and work because they are not going to »e pe-
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nalized cn what they are already earning by adding a bit more
raoney.

Hughes’billia—-t.hatt‘yoouaddyou voeo-cponnond,ilrighm

about you will be paid and what not, they worry right away. The
ﬁutthingt.heyn}yis,“well,youknow,if am going to go over my
amount of what I can make then I am going to have a problem,
andthatisnotgoingtohelpmeinthelongrun.Iamltdl;oingho
beinanﬁ?ﬁve?ositionasumultofevenyourefforh. And I
hear that all the time.

havebeensetintheJTPAasitrelatestoaeniorcitizemmprob-
lems because one part-time does not qualify, and then the income
levels that we would derive for theee individuals does not rise to
the level in terms of the performance standards. So if we lose the
protection, the chairman was asking questions about, by reference

the percentage set aside, and if we do not change the—in terms
of enlarging protection by virtue of the performance standards,
then clearly our ability to germinate this type of program is very,
very difficuit.

Hr. PaLLoNE. Okay. Well, thank you very much, and thank you,
Mr. Chairman. As I said, this is really something that I hear a lot
about with regard to the earnings test, and a lot of gople really
wantin&:& take advantage of additional working hours, and 1
really think it makes sense. Thank you.

Mr. HycHEs. Thank you. I think the gentleman from New Jersey
is right in the long run. Senior citizens know exactly how many
hours they can work without being penalized. So it is obviously a
factor, on the minds of a lot of people, as to whether they are going
to work l;]e]yond the 20 hours, or whether or not they are going to
work at all. Older workers weigh whether it is worth it, and so I
could not with you more.

One of the things that I understand is happening in the child
care industry is that e are facing a severe staffing shortage be-
cause they are leaving. There is a tremendous turnover. Do you
find that to be the case with seniors? .

Ms. Brrry. No, we do not. Union City Day Care does
not have a high attrition rate, and we do not pe high salaries.
Frankly, I do not know why th.s is true. Wa hope that it is because
K:ople are having a good time. Our motto is if the children are

ving fun, you are having fun.

I think when the older worker comes to us and they find a
family. They find a place where they are needed, they ﬁng a place
where they learn new things and new skills about children that
they did not know before, and they feel as if this is a very worth-

Q
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while s?end their iime. And as noisy and as disruptive as

Ol wg‘{wcmoommbecano.thenmamuoan\-

tion, and love, and afiection, that goes on between children and

staﬁ'thathveryhedmg.pnrhcuhrlyfamoldermkorwho
home to an emp-~y studio apartment.

Mr uvaHEs. Well, it is the same reason that they work in hespi-
tals,theumereuontheyworkmur Pallone’s campaigns, and
my campeigns. MolderAmermmwhoworkmmycamm
mjustfabulus.'l'hey:ﬁoyxt.ltum . They meet new

people. It gets them in ittle diffecwnt. It
keeps them young and alert. Andsolthmkyoumnghtmtu'ot
with your program.

We are proud of what you have done in Union City, and we con-
gratulate you. We thank you f~r your testimony today, and, Mr.
Menendez, mucho gusto.

That concludes our hearing u...ces the gentleman from New
.lliersey has any other questions? Tha..k you. That concludes our

earing.

[Whereupon, at 4:48 p.m., the hearing was adjourned.]
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TEST CITY CHILD CARE CENTER, INC.

n’ TRI-COUNTY COMMUNITY ACTION AGENCY, INC.
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Brian T. Lutz, Staff Director
e — Select Committea on Aging
Rt B} G000 U.S. House of Representatives
s 714 House Office Building Annex 1
Washington, DC 2051$
208 . Fosel Snm.:
e Dear Mr. Luts:
Fasts ot By Qe
L As the Chiaf RExecutive Officer of a child cara
llgd agency that covers three New Jersey counties,
Yenterst Ry e serves the daily child care needs of over 1,000
droryr—y children from low income families and employs
o— over 150 child care ataff people, I as very
et il anthusiastic 4about a bill that would exempt older
et Asericans from the $8,880 earnings limitation .
L L L
mosvcrw=  This legislation would afford a great incentive
[y~ for the aXxperienced seniors in our comssunity to
- join us 1im our efforts to provide child cars for
T =wwar  those low-incoms individuals who are trying to
T - rerliza self-sufficiency.
oeiemamm It is Do secret that salaries, particularly in
——— child care targeted to our low-incoms Populations,
— discourage the recruitment of quality child care
e "= providers. Although our providera ara
——— traditionally a dedicated group, scms are forced
rasa to leave us for Jjobe that are lees rewarding
T e e emotionally, but help to pay the bills., Our oldetr
- employees, who have raised their families and
i tamraptrwe  Still hava a great deal of experience to ¢ ‘ter to
T somcone else's child, are our most valuabie asaet.
-— o ‘nfortunately, most of them can only offar part
St Bl of oo (ime work because they are concernsd about their
o losa of banefita wider the current law.
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Again, our agency heartily.supports Congressman
Hughes' blll. I would bs pleased to testify on
behalf of this legislation.

Sinoer«ly. 2
A

Albert B. Kel)liy,
Execut.i.e I.rector

ABK/am
ce: fils
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FOREWORD

When I came to the Labor Department, 1 had two studies on my desk,
the Bureau of Labor Statistics Project 2000 and the Hudson Institute
Report done with the Department of Labor called Workforce 2000.
Clearly an aging population, a maturing work force, and fewes younger
workers by the year 2000 were the highlights of those studies. It was
within that context that I formed the Older Worker Task Force to
evaluate the workforce implications of this demographic change.

Thesc complex issues are being discussed and analyzed from the halls
of the Congress, to corporate board rooms, to employee lunch rooms.
We did not set out to provide the definitive answer, but rather to en-
courage the dialogue, explore responsibilities, and guide policy makers
toward the key policy issues of the future. We recognize the important
role of private sector employers in resolving the issues, and hope this
document will stimulate greater activity.

The policy orientation of the Task Force serves to complement the
many on-going efforts of the individual agencies within the Department
of Labor on behalf of older workers. It has initiated new and expanded
efforts and becomes a piece of a larger mosaic of already active Department
involvement in serving this vital segment of the American workforce.

Our efforts will cnhance the productivity of our economy and promote
our global competitiveness, and position us to respond to the opportuni-
ties and challenges awaiting us in the 21st century.

QM RTINS
Ann McLaughlin

Secretary
U.S. Department of Labor
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EXECUT VE SUMMARY

In June, 1988, Secretary of Labor Ann McLaughlin established a task
force, consising of executive staff from 11 Labor Department agencies
and representing a wide range of responsibility for and interest in pro-
grams and policies affecting older workers. The goal of the task force
was 10 examine issues relating to America’s maturing labor force and
outline policy alternatives 10 address these issves.

As with similar recent efforts by the Depariment of Labor to explore
work force issues (e.g., child care, basic education and the gvzlity of
our nation’s labor force) the Older Worker Task Force took accomnt of
projections for rapid and dramatic change anticipated for the American
work force between now and the turn of the 2ist Century. It focused
on how these changes will impact upon today’s msture, expesienced
workers, most of whom will be making decisions about retirement in
the next two to three decades, as well as employers and public policy
makers.

The findings and recommendations of the Task Force will serve to
guide the work of the Department of Labor through the next decade.
This report will contain a summary of the areas explored by the group
as well as the conclusions reached during these discussions, specific
action items for the Departmext, and a blueprint for the future to guide
policy development on into the 1990’s and beyond.

Organization of the Sunmary Report

Sectioa Ome, “Tomorrow’s Workforce,” outlines major demographic
changes in the work force, beginning now and expected to continue
into the early decades of the next century. It highlights the growing
need for older workers in a tightening U.S. labor market and the grow-
ing availability of older people capable of productive work. It also
Foints out trends toward earlier retirement among Americans that may
run counter to employers’ plans to increase job opportunities for older
workers.

Section Two, “Tomorrow’s Workplace,” addresses issues of the private
scctor about the supply of mature and experienced workers, giving ex-
amples of how emplcyers have dealt positively with these issues. Be-
sides concerns related to retirement such as pensions and bencfits, this
section examines several matters affecting the entire workforce that

42
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have special implications for older workers: human resource policies,
orgamzation of the work place, training and retraining, and job design.

In Section Three, “Key Public Policy Conclusions and Issues,” the
report offers conclusions and provides objectives for public policy af-
fecting oider workers. Governmental programs, actions and decision-
making, that impact upon the supply of older workers, should be
guided by these objectives. This includes programs such as Social Secu-
nty, Unemployment Insurance, Medicars and Medicaid, as well as laws
regulating pensions and job training programs. These conclusions can
serve when reviewing past policy and as well as directing future policy
development.

Major Findings
In Tomorrow’s Workforce...

i the median age of the workforce will be higher...

*  older people will be healthier, live longer and be available for work
longer...

*  but older workers may opt for earlter retirement instead of contin-
ued employment.

Tomorrow’s Workplace...

. will want and need more older workers...

. will need to reconsider traditional methods of recruittng. training/
retraining and managing older workers...

. may be expected to restructurc benefit packages to address the
needs and expectations of the workforce. reduce job turnover, and
offer incentives to mature, experienced workers to retire later.

Key Public Policy Conclusions and 1ssues...

. must enable older workers to remain in or return to the workforce
without institutional barriers himiting their choices. .

143
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must ensure that eWn are not prevented from effectively re.
sponding to the opportunities and challenges for recruitment and
retention of workers in light of demographic trends...

ﬂlouldmrqewrkcrsandempbyenmpumthemgﬂ'«-
tive means for enhancing and upgrading the skills and capecity of
the workforce to ensure the best utilization of our nation's human
resources.

-~
-
e
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Tomorrow’s Workforce
Introduction
b Apivotalaocinleventisoecuninginthhmﬁon:theb.byhoomism
mmsmmaormmmmorm-
hrhmwtheDepumtofLaboristhehcﬂhnthcpopnhﬁon

\ fromwhichtheworkforcemubednwnwiﬂinclndefmymmg
Prejectioa far the Year 2000
Individuals by Age (in millions)
Milons
50
s L 4
3 b <
20 |- o
10} <
0
Age 1624 25-34 3544 4554 5564 65+
] 1986 Poputanon M4 0 331 28 22 292
X 2000 Poputanon 328 375 439 372 M2 U9

Source Buiear of Labor Siansucs

Figure 1, The numbsr of older individuals will increase during the

rext decade, while the pool of potential younger workers will actual-
ly decrease.

people and considerably more oider people. The specter of labor short-
o ages ansing from an anticipated drop in the number of new laborforce
entrants, comhined with the impending retirement of the baby boom
generation only serves to heighten the interest. Because of its relentless
, approach, thoughtful attention should be given to the future as de-
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scribed by the demographic projections discussed in this paper «nd
their potential impact on the nature of work and retirement. Projected
changes in the workforce and the economy will impact on the needs of
society, the opportunities for employers, and the decisions of workers.
Public and private institutions must be able to respond to the challenges
offered by these projections.

Perspective

Over the next three decades, American workers will witness rapid and
remarkable changes in the industrial and occupational structure of their
workplace. Our workforce, indeed, the very nature of work itself, -will
undergo significant transformations . . . primarily the result of signifi-
cant demographic and technological change.

Labor Force Poarticipation by Age
Projections for Men to the Year 2000

AN
) AN
m AN

N

0 'l 1 i} 1

Age 16 24 25-54 55-64 [AR]

- 1960 n? 970 866 331
- 1980 T44 042 721 190
- 20K 743 926 632 99

Source Bureaw of Labor Statisiics

Figure 2. Part, pation ratcs for older males have been falling, and ar
expected to co ‘inue to fall

Yet, such changes are not without precedent. During the 1960’s and
70’s, the American economy met the challenge of absorbing the baby
boom generation into the workforce. It is the challenge posed by the

2
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maturing of the “boomers” within the workforce, and their subsequent
retirement during the first part of the 2ist century, to which we must
DOW turn our atteation.

The trend towards earlier retireraent, for example, has raised ques-
tions about the impect of current public and private policies oa the
match between the workforce and the workplace (see Figure 2).

As the Federal agency responsible for many issues regarding the wel-
fare of the American worker, the quality of the Amierican workforce,
and the productivaty of the American worker, the Department of Labor
must ensure that public policies not only allow for but encourage free
and full consideration of ail opportunities and alternatives by workers
and employers alike.

A brief summary of some of the demographic trends and projections
serves to highlight the importance of work and retirement policies:

* By the end of the century, the median age of the labor force
will increase from about 36 to 39.

*  Between now and the year 2000, the number of workers over
age 55 will slowly increase, while the number between the ages
of 16 and 24 will be almost 1 million less than in 1986.

*  During the early years of the 21st century, the number of older
workers will increase dramatically.

*  The average age of retirement has now declined to 61. Never-
theless, at age 61 more than half of men are still working.

Older workers are important to the success of American industry, not
only as a resource for production, but also for the maturity and experi-
ence they bring to the workplace. To the extent that workers retire at
younger ages, those qualities of the Americen workforce are dimin-
shed. At the same time, those who retire sever themselves from impor-
tant sources of financial security, personal identity, a sense of achieve-
ment and a locus of social interaction. Therefore, retirement that is a
“premature” departure from the labor force, especiafly if it is a result of
inappropriate public policies or a lack of knowledge, becomes a real
cost to the individual worker, the employer and the nation.

3
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Moreover, staying in the workforce 1s nint a discretionary choice for
some older people with limited earnings hstories and few alternative
sources of income. For them, continued employment may be driven by
economic need irrespective of leisure preferences. Key workforce issues
for these individuals continue to be health, unemployment, and earnings
potential.

Historical Backgromad

Many labor force policies and institutions were created during the first
half of this century when the nature of society was shifting from pre-
dominately rural, self-employed agriculture to extensive urban manufac-
turing. Human resource management tended to be guided by tradition.
Jobs were designed around the technology of production. Work was
expected to be physically demanding, and tasks were structured and
compartmentalized, severely limiting flexibility and choice.

Workforce policies also responded to the pressure from a seemingly
endless supply of young workers, and a growing interest in the concept
of post-carcer leisure as the average life expectancy for a man rose
from just over 43 years at the beginning of the century to almost 66
years by 1950. It was within this environment that early retirement
became a symbol of social progress and prosperity, especially when it
offered a release with dignity from many years of difficult working
conditions or when the worker’s health was failing.

More recently, society has been experiencing another shift, this time
to a service-producing economy. Service industries have tended to be
less structured and compartmentalized than manufacturing industries,
and employers have had greater opportunity to offer part-time or part-
year work as an alternative to retirement. Less physically demanding
tasks, because of the introduction of advanced technologies into the
workplace, can allow women and men more flexibility to choose to
postpone retirement.

Workers of differing ages may place differing emphases on personal
workforce objectives. For example, workers under the age of 50 may
focus more on meeting current financial needs, making career advance-
ment and reemployment after displacement major issues. Workers be-
tween the ages of 50 and 62 may be more likely to focus on preparation
for retirement security, making the elimination of discriminatory poli-
cies that could jeopardize that security and the avoidance of risky
career changes more important issues. For those workers over 62, if

4
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wmityﬁaud.thefnamyhemumnd
choice thet lead to satisfaction (see Table 7).

Certain groups workers, such a8 women and minorities, may expe-
rieace special difficelties in the lobor markst thet greatly reduce their
options. While these difficulties may incresse with age due 80 concerns
over personal health, growing eldercare respomsibilities, and the in-
creasing gap between job seckers with limited or owtdeted skills and the
mdmhammy.mmm
muuwmmnmmwmwa
discriminatica, not 10 age per se.

Table L The relative importance of workioroe issues may change
with age.

Percent of Workers 40 and Over
Rating an Mem A “Major” Resson for Working
Age

Order of Poputarty o | we | o
_ %) (%) (%)
1.| Enjoy job/working... 7 [ ] 14
2| Nead the money 84 7 61
3.| Makes me fes! useiul n 0 n
4.| Be productive/heip others 64 T2 7
5.| Work is an obiligation 87 (] 62
6.| Maintain heslth insurance 57 ) a2
7.{ Fulill pension requirements 43 50 41
6.| Need 10 support tarily 58 4“4 2
9./ Full Social Security requirements .............................| ] 85 ]
10.| Need 10 pay heslth cosis 44 41 2

Mmmuwm/aﬂpam

’l‘helehﬁvelylowetuminpforbhchmdwommbothpmdicu
nndexplﬁmﬂnhckofopﬁmavﬁhblefortheumuthcyue
(weTuNem.lnwawagejohmhnﬁkdywoﬂammd
whentheydo,thelowerwupmmhtzimolowermm
SocinlSecuﬁtybeneﬁulrelike\"hemhtedtowagehinory.Thm.for
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those who had lower wages prior to retirement, economic necemsity
may require post-retirement employmest.

External forces, such as employer decisions and public policy, are not
the oanly factors that influence the workforce, however. The way work-
ers porceive the workplece also shapes their actions and decisions, re-
gardless of specific policies or requirements. Workers who have bees
employed for a significant pesiod of time may soe themselves tied t0
their jobs because they have sn investment in specific training which
may not be transferrable to 2 new job. Or, they may have accreed con-
siderable retirement benefits that would be at risk if they leave {some-
times referred t0 as “golden handcuffs™). Certainly, changs 10 a new
job carries with it a risk of failure and loss of earnings and/oz self-
esteem. On the other hand, competitive pressures from yousger work-
ers anxious to advance or the general tedium resulting from reaching s
career plateau may provide the motivation for a change. Many see
early retirement as the only appropriate alternstive.

Table il. Although the eamings gap may be closing, sverage annual
eamings for biacks’ and women continue 10 lag behind white men.

Medien Annual Earnings fer mmmmmum
Year Round by Sex, Rece, and Selectied Ages, 1987

White Mask
MEN (Al Workers)

18 and Over $21,071 $13963
55 10 64 28,875 17197
654 7,490 §,308

WOMEN (All Workers)

15 and Over 11,000 10,508
5510 64 11,676 9.937
854 5,544 3%

MEN (Ful-tme, Year-round workers)

16 and Over 26,268 19,118
5510 84 20,595 20,304
85+ 25,004 15,925

WOMEN (Full-time, Yeer-round wurkers)

1R and O\ 17,184 15,952
§F '~ 84..... 17,024 14,485
65+ 15,510 0,582

Source: Buresu of Labor Statistcs
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The workers themselves may take a proactive role aad take advan-
mammmw—mmum
techaclogy. Worker orgamisstions cum educste mecabers abowt the
chpﬂh;phuh&emy..qunmwwﬁub
work and retirement. Collective bergaining agreements cen be restruc-
tured to0 reduce or climaate disinceatives for work beyond s certain
age or an arbitrary number of years. Individuals can seck out new train-
img opportunitics and continsing educetion that will cmable them %o
adjust to mew circumstances on the job, and prepare for and make more

Somenery

lnthinnewmvirmment.wb«emhvealifemofnym
and women of 78 years, 2ad vrhere the financial opportuaity %0 choose
[&nnemwkmthhﬁntbmdwnﬂw
pensioners, no single homogeneous growp can be tagged “older work-
en.” It is a relative term that must rely on parameters within the dis-
cussion for its meaning, 50 that it may variously refer to workers who
are 47 years old or 74 years old, > “uding:

*  Workers seeking additior ' ireining 30 that they can remain pro-

ductive in a time of changi - sXill requirements
. Workmmkingnﬁnm*émﬂtyinthcﬁrmd’mﬁum

astlleypnpanjbrtlxmmi&.nﬁunmkbkﬁunﬂtkmdof
their careers.

. Workers s« ing flexible alternanives 10 the exisi 8 job {1 ucture so
that they r...y continue empiopment beyond ncrmal retirement age.

lngenenl.exoeptforttereotypureprdingl(ing.theiauacon-
fronting . "er workers are not umique to any siagle group. For exam-
ple,thebqﬁcconcepuofworkincludcmining,rewudsynem:md
economic security, task design and job responsibility, employee benefit
stmcmenandreﬁranenLTbuedacribetheworldofworkingencrd.
without regard to the age of the worker.
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to rethink their current employment practices.

As we move into the workplace of tomorrow, we need a better
match botween the workforce and the workplace. To accomplish this,
employers must reconsider traditional methods of recruviting, traiming/
mﬁh&mdnmmofdduwwmhrmmww

erences of older workers now employed and others who, under the
right circumstances, might choose to become reemployed.

Most of the issues anc problems affecting the entire workforce affect
older workers as well, but perhaps more, such as
autocaation/new technology
changing products and jobs

yee benefits

The seeds of the solution lie in these problems or challenges as well.
Automation permits flexibility previously unimaginable. It is now possi-
ble to design technologies and working conditions thst are expressly
tailored to the needs of older employees. Flexible scheduling, job rede-
sign, job sharing, and job reassignment are options that can be consid-
eredbyemploymmdworkmtomeeuvuietyofneedsfo:workm
in -ral.

gploymneedtobeoommtofamdemgcofﬂamndmd
human resources management policies that affect older worker partici-
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pation in the iabor force. These include the changing definitions of both
“retiement” snd “leisure”, job desiga, collective bargaining agree-
meats, retirement planniag and age novtral policies. As employers plas
for the futore, they will decide how best %0 ment their own seads a8
well s the nceds of their employees. Policies that benefit older worken
will bemefit the entire workforce.

Tools 10 addvress the changing seeds and expectations of older work-
ers who wish 10 prolong their sttachment 10 the lsbor force can assist
employers in achieving goals of productivity, efficiency aad cost sav-
ings sad, eshance emplioyment opportunities by addressing the chang-
ing expectations of older workers who wish to prolong their stay in the
workforce.

Positive personnel techniques are s valusble 100l in ensbling
employers to jevelop necessary employmest options $0 attract,
retain, snd effectively mamage older workers regardiess of sex,
race or age. This strategy should simulitanconsly address sttract-
ing older workers and retaining those already is the workforce.
These policies may serve to heip uerive new ways of wtilizing
human resources.

Jobnndwotkeuvmmumbemddpedmdh;ww
yonomic criteria which take into account the physical capebili-
ties and limitations of individual workers. Also, job design and
flexibility in scheduling such as flexitime, part-tims, phesed re-
tirement, temporary employment are options that may enable
older workers to continue working should they wish to do so.
Older workers could be given opportunities to scale dows their
level of work involvement through job-sharing, part-time jobs
and other kinds of reduced work schedules that allow them
more freedom and flexibilicy and thus, may impact on their de-
cision to leave the labor force.

Employers should consider rehabilitation of older disabled
workers who expericnce job-related injuries or ilinesses in a
similar manner as rehabilitation of all workers. Also, innovative
injury prevention may be valuable in preventing certain types
of injuries which are more likely to occur as workers grow
older.

10
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¢ Continuous education and training of workers throughout their
working life to impart new knowledge, devzlop new skills and
create new job opportunities will have beneficial results for
both workers and employers.

¢ Ip order to keep and attract older werkers in the workforce,
employers may begin restructuring their pemsioa incentives as
well as jobs. Some employers are already beginning to review
the relative incentives to work or to retire because chamging
these incentives will :ake time, with business and labor manage-
ment cooperation.

*  Employee benefit issues are major concerns that impect older
workers. Employer policies are important, particularly in the
ares of eldercare, defined benefit plans and long-term care.

The workplace of the future will be a different place from that of
today and employers need to recognize this and begin planning now.
Below is a discussion of these personnel and human resource manage-
ment policies that will aifect the role older workers play in the future
workforce.

Positive Personnel Policies

New human resource management policies can be a valuable tool in en-
abling employers to develop necessary employment options to attract,
retain, and effectively manage older workers. Clearly some emuioyers
already realize that they must increase the utilization of older - orkers
to ensure that they have the human resources needed to viably compete
in an increasingly dynamic and internationally impacted economy.

For :xample, the Travelers Corporation abandoned its manda-
tory retirement policy before being legatly required to do so and it
amended its pension plan so that older workers who wished to “re-
treat” but net retire could continue to work a substantial part of
the year without loss of pension and health benefits. The decline in
the number of young laber market enirants and the abundant

11
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supply of older workers may cause other employers, who experienc.
labor shortages, to qffer similar options.

These new personnel management policies should simultaneously ad-
dress attracting older workers and retaining those already ia the work-
force. It can re-orient the thinking of workers and employers away
from retiremeat as the automstic responss 0 aging, and creste new
ways of utilizing hummn resources. To be effective, these techaiques
should address the barriers which tend to discourage labor force par-
ticipation by older workers. These barriers include mindsets regarding
retirement, ¢.g.,“30 and out”; certain pension policies, job search dis-

morginﬂtki!h.mdlowleveboffomﬂedmﬁon.

The barriers are formidable but not insurmountable. Development
and implementation of new human resource management policies can
be instrumental in reducing their impact. Such strategies might include:

¢ Creative and targeted recruitment efforts designed specifically

for older workers.

*  Flexible work options, including part-time employment or re-
duced workloads, job sharing, flex-time, sabbaticals, and volun-
teer time. A 1986 Gallup Poll, commissioned by AARP, indi-
cated that more than 40 percent of workers regarded such
measures as major considerations in choosing whether to con-
dnue working or retire.

¢  Positive work environments which offer opportunities for
upward mobility. The 1986 Gallup Poll disclosed that 44 per-
cent of the workers surveyed between the ages of 30 and 62
wish (o receive training to update their skiils.

s Supervisory training for managers to overcome negative stereo-
types about aging and employmeaut.

¢ Pre-retirement planning programs that focus on options for con-
tinuing to work rather than primarily on early retirement.

¢ Development of work assignments to fit needs of older workers.
Job redesign could reduce the highly stressful or physically de-
manding elements of identified jobs. These factors now contrib-
ute 1o both the employers’ and older workers’ perceptions that
retirement is the optimum choice.

12
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*  Training and retrrming opportunities that allow older workers
to compete equally with younger workers. As noted earlier, 44
percent of workers between the ages of 50 and 62 desired train-
ing to update their skills.

Work Place Organixation

Until recent years, and before the microprocessor “revolution,” the
denpofworkwugova'neddmouexduvdybytheptmap&d
*“technological determinism.” That is, the machines and processes &f
production were developed according to standard engineering criteria
of efficiency and deployed consistent with the tenets of Scientific Man-
agement—a “one best way” orientation that compelled workers to
adapt as best they could. This approach had, and continues to have, ad-
vense impacts on workers—physical, psychological and social. Particu-
larly beset by technology induced problems are older workers, insofar
as they are less able to cope with the physical and other demands of
their jobs. Although the aging process does not render workers incapa-
ble of satisfactory job performance beyond any fixed age, many do ea-
perience some decline in physical capability and tolerance for particu-
larly strenuous tasks.

With the evolution of automation, however, with the innumerable ap-
plications of computer chips, it is now possible to design technologies
and conditions of work that are expressly tailored to the needs of em-
ployees.

For example, the Volvo plan: in Uaddewalla, Swedcn, is being er-
gonomically designed to accommodate a workforce in which 25%
will be over 45 and 40% women. This means that tools must be
physically less demanding. The Swedes expect a labor shortage and
already have a difficult time attracting younger people to manufac-
turing. The Uaddevalla plant is beiny designed to mee.! this contin-
gency. These are arrangements that not only apply the talents of
workers far more than traditional production systems but also
impose far fewer demands on them—less physical exertion, less
stress and less need to be controlled by machine and line speed.

13
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In short, contemporary production processes need no longer evolve
from a strict division of labor. caes that arz designed by engineers, con-
trolled by supervisors and managers and operated by rank-and-file
within narrow lisnits and tight consiraints imposed on them.

To the extent this new paradigm is adopted by American industry, it
offers considerable promise for creating jobs and working conditioas
that arz gesuinely suited to the particular needs of older workers and
which take a far less toll on their health and well-being.

Training/Retraining

Various studies and surveys show that both employers and older work-
ers perceive training as a8 tool to increase productivity and job satisfac-
tion of older workers. In a study conducted for the American Associa-
tion of Retired Persons (AARP) by Yankelovich, Skelly, and White,
Inc., it was found that employers believe that skill training for older
workers wouid be effective in increasing their utilization, but that only
30% of companies were now attempting such programs.
Two examples of companies that are retraining for the fature are:

®  Control Data Corporation: In addition to other programs for older
workers, Control data offers a variety of training and retraining
programs 1o its employees. One course is specifically designed 1 fa-
cilitate career changes within the company. The course is offered to
professional employees 30 to 55 years old.

*  Grumman Corporation: The New York based company also en-
cournges career switches ~f its employees. The company offers
cureer development prograr.s in management and professiona! de-
velopment, a Mid-Career Training program along with three special
programs for female employees.

In another study conducted for AARF by The Gallup Organization,
more than 4 out of 5 workers, 40 and over desired training. (See
Table 1)

Studies have also found that while older workers may take longer to
learn a task and may reed different training techniques, they can learn
cffectively. However, in many cases traditional classroom training has
not proven effective. In most cases, training programs for older work-
ers should be specifically designed for them. Recognizing that unique
requirements demand unique services, added emphasis should be placed
on tailoring/designing training programs and services that meet the

14
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nceds and interests of older workers. According to 66 percent of re-
spondents of a 1988 survey jointly conducted by the American Society
of Personnel Administration and the Commerce Clearing House certain
types of training techniques such as self-paced leamning, experiential
training, on-the-job coaching, pragmatic or application orientad training
and training in which older workers, themselves, participate in design-
ing are more effective in teaching new skills to older workers.

Table I. Training preferences vary by age and income.

Type of Training Preferred
To Got A
P te | _Better Bt | Mot Reisted o | No Traning
|y | AW | T
39 % 10 10
a7 Q 12 ‘
“ 3 9 10
35 19 9 21
Q 32 10 - b
35 @ 10
e I 7 10 15
NonWnte . . . 3 4 10 16
income
<$12000 . 27 42 15 13
1223089 ... . .| 33 38 1 1
243900 . .. “ a3 ® s
350004+, . .l 4 3 10 0

Source Amencen Associaton of R: tred Persons

To msure the quality of the programs and services provided to older
workers, adequate resources and investments, from both the public and
private sector are required. From the public side, consideration should
be given to designing employment and training programs that take into
account the capabilities and special needs of this populatian and con-
structively invites their interests in a regular training program.

15
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Job Design

Workers approaching retirement have indicated that reduced hours of
work, whether part time or part year, might be an attractive alternative
to full retirement. Flexibility in scheduling, job redesign, job sharing,
and job reassignment are options that can be considered by employers
and workers to meet a variety of needs, not only of older workers but
workers in general. The proportion of part-time work increases afier
age 65 and has risen considerably in recent years. (See Table I1.)

Table . Part-time work is an option preferred by many over 65,
mmamwnmmmmnmmm«

Time Status, Selected Years, 1960-1907
Meloe Fomaies
-84 [T ¥ 4 [ P
1960
Full teme .. . 94 70 78 56
Parttime.. ... 6 30 22 4“
1970
Futbme ... ... 96 62 77 50
Pattme . ... . .. 4 38 23 50
1982
Fultme . 83 52 74 40
Parttme. ... . 7 48 26 60
1908
Fultbme ... . . 04 53 76 40
Pattme..... .. .. 6 l 47 24 80

Source Bureau of Labor Stasetcs

Consideration should be given to allowing older workers opportuni-
ties to scale down their level of involvement theough job sharing, part-
time jobs and other kinds of reduced work schedules that allow them to
experience a gradual rather than an abrupt transition from full-time
work to retirement by progressively substituting leisure time for work
time

Health 1s also a factor influencing hours and type of work. Older
people view their health positively but disability does increase with age.
According to the National Center of Health Statistics, 69% of the el-
derly desc-ibe their health as excellent, 15% of people 65-69 report
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some difficulties and 49% of those over 85 do. However, the average
number of workdays lost due to all acute conditions (flu, injuries, colds,
etc.) for persons 1844 was 3.3 days per year, while for persons age 45
and above, the average wa: 2.6 workdays per year.

Employee Beuefits

With tightening labor markets and a dwindling supply of younger
workers between now and the year 2000, employers can be expected to
restructure their benefit packages to address the needs and expectations
of the workforce, to reduce job turnover among workers under forty,
and to encourage workers in their fifties and early sixties to retire later.

Policies directed at retaining workers could include increased Icvels
of czsh wages, greater employer-sponsored training opportunities,
greater increases in wages with length of service, service-related cash
bonuses and sabbaticals for longer-service workers, and other benefits
such as leave, health care, and pension packages.

In order to address the needs of the entire workforce for flexibility
and mobility, pensions could be made more “portable” through:

*  dual defined benefit and defined contribution plan coverage,

and

¢ the development of new forms of pension coverage which in-
clude some of the more desireable characteristics of both de-
fined benefit and defined contribution plans.

Employers’ policies to retain workers over age 50 may also include
higher cash wages. However, substantial changes in retirement program
incentives ere even more likely. To retain workers who might other-
wise retire, employers with defined benefit plans could replace the
powerful early retirement incentives currently in those plans with
equally attractive pension subsidres for workers who delay retirement
until later sges. Employers with defined contribution plans could pro-
vide bonuses to workers who retire at later ages. All employers could
make continued employment at later ages attractive by offering work-
ers who become eligible for retirement certain other benefits for ~ontin-
ued work such as increased annual leave, the opportunity to reduce

17

6y



157

weekly hours worked or some combination of reduced weekly hours
and increased a.nual leave.

Health benefits, long-term care and eldercare are workforce issues
that impact older workers, as well as the workforce in general. Women
are ovarticularly affected by eldercare respousibilities. Nearly three-
fourths of all care givers for the frail elderly are women. As the popu-
lation ages and the numbers of women in the workforce increases, em-
ployers will need to find ways to assist their employees in carrying out
eldercare responsibilitics—as they are with current child care concerns.

Since health benefit packages are a major factor affecting employee
recruitment and retention, the extent of the benefits and the rising costs
of such benefits are issues that will require both public and private at-
tention in the coming years.

Some employers have begun to change traditional employment poli-
cies to meet the needs of older workers. For example:

Varian Associates, a Silicon Valley electronics company, estab-
lishe.' a Retirement Transition Program, enabling its employees to
prepare for retirement by gradually reducing their workweeks three
years in advance of their retirement date.

Polaroid, based in Massachusetts, has severr| options for prospec-
tive retirees which are explained in pre-retirement planning and
counseling sessions Individuals may gradually reduce work hours
by hours per day. days per week, or weeks per month. Salaries and
pension credits are prorated and medical benefits are paid in full
Polaroid also has a trial program in which employees may take up
to six months unpaid leave of absence. Employeer may pay their
own premiums and continue group insurance coverage.

Kollmorgen Corporation offers employees at the Electro-Optical
division in Massachusetts reduced hours through a rehearsal retire-
:nent program. One year prior to retirement, employees may reduce
their hours to do volunteer community service. The year is divided
into thirds: 4 days at the company, 1 day volunteer in the first
period; 3 days at the company, 2 days volunteer in the second
period; 2 days at the company, 3 days volunteer in the third period.
The volunteer work must be non-profit, monpolitical, nonreligious
and be approved by the Industrial Relations Office. Eligible em-
ployees, full-time, aged 62 with 10 years servite, receive full pay
and benefits.

18
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Teledyne Wisconsin Mosor, a heavy-duty engine manyfecturer,
Jaced a shoriage of skilled workers and ihe possibility of a squeeze
on their pension fund. To induce employees 10 remain with he firm
they developed the "Golden Bridge” policy. The progrem provides
graduated increases in vacetion time, insurance, pension bemefits
and surviving spouse benefits based on age and years of service for
each year the worker participates.

Summary

As we embark on an era of tighter labor markets and skill shortages,
the issue facing the Nation is bow to effectively institute measures to
improve the work place environment for all workers. This will, of
course, benefit older workers, but it also should substantially further the
interests of the entire labor force and American industry as well.

Tools to assist employers are available to help employers improve
productivity and efficiency and to enhance eraployment options for
older workers. The challenge for employers is to tailor these tools to
their own workplace settings.
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Key Public Policy
Conclusions and Issues

Introductioa

The developmeat of public policy is an on-going process, subject to
continuous review and debate and shifts in focus as new issues arise
(e.g., child care and eldercare) and opportunities occur to revisit old
issues. This report does not intend to authoritatively decide matters of
complex public policy—matters that will require the considerable skills
of many segments of government and society. Rather we set out to en-
courage the dialogue, to explore responsibilities, and to guide policy
makers.

We have used the demographic data base as a springboard in our
analysis of the woskforce issues affecting older workers; and we have
adopted three conciusions wh.ch are consistent with our responsibility
for workforce issues.

*  First. public policy must enable older workers to remain in or
return to the workforce without institutional barriers limiting their
choices.

*  Second, public policy must ensure that employers are not prevented
from effectively responding to the opportunities and challenges for
recruitment and retention of workers in light of demographic
trends.

*  Third, public poiicy should encourage workers and employers to
pursue the most effective means for enhancing and upgrading the
skills and capacity of the workforce to ensure the best utilization of
our nation’s human resources.

The Task Force examination of the issues has led to a delineation of
objectives that can serve to guide future policy development activity as
1t relates to the workforce attachment decisions of older workers:

. to promote age-neutral public policy, in order to ensure:
— the welfare of the American worker
— the quahty of the American workforce
— the productivity of the American worker without
discnmination based on age;
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*  to articulste the opportunities and chalienges of changing demo-
graphics, techaology, and markets so that workers can knowi-
edgeably choose among alicrnatives available, and employers
can effectively manage then workforce needs:

*  to eacourage employers and workers to remove impediments and
disizcentives to continved employment based on age or aumber
of years worked that may have been included in personnel poli-
cies or collective bargaining agreements;

*  to encourage engineers, managers, laber leaders and others to in-
vestigate new techaologics sad masagement practices that may
provide greater flexibility for workers scheduling and task
design without compromising productivity;

¢ to support research into the most effective training techniques de-
signed to enhance and utilize the talents and skills of older
workers, and assist in the deployment of this information;

*  to design and administer employment and training programs that
take into account the capabilitics and special needs of older
workers;

¢ to idestify and disseminate new actiom strategies that will enable
employers to attract, retain and effectively manage older work-
ers; and

¢ to promote employce benefit plams that will not only serve to in-
crease the welfare and security of the workers but also provide
a means for employers to reduce turnover and encourage con-
tinued employment of productive workers without regard to
age

There are a wide range ~f public policies that affect the decisions older
workers make regarding labor force attachment, as well as the decisions
of employers to offer the kinds of job opportunities older workers are
seeking. The changing demographics and tighter labor markets force
the Federal government to examine these public policies to see which
enhance and which do not enhance older workers’ voluntary participa-
tion in the labor force.
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These public policies wn:lude—but are not limited to:

Social Secwrity

Empleyee Retirement Income Security Act (ERISA)
Usemployment Insurance (UD

Training

Programs
Health Beoefits—Medicare/Medicald

Social Security

Dunng

its history, the Social Security program has included a variety

of mstitutional i entives that affected retirement behavior. However,
because of changes made in the 1977 and 1983 Social Security amend-
menw, and becavse more workers retire carlier { >m the labor force,
Social Security no longer affects retirement behavior the same way it
did 1n the past Many of the incentive/d‘cincentive effects that remain
will be phased out over time.

The major decisions and tmpacts affecting labor force attachment de-
cis'ans fullow:

Pnor to 1977, Social Secunty’s benefit formula provided a
strong incentive to work to age 65 and then retire. Benefits
were based on the workers’ unindexed earnings over a short
averaging penod (years after 1950). As a result an additional
year of work between age 62 and 65 replaced an early year’s
income, very small in nominal terms, with a recent relatively
high year’s income Because of the earmings test, and the ab-
sence of a fair delayed retirement credit for work after age 65,
few people worked past 65

The earmings test at tnat tme clearly affected retirement behav-
10 Since that ume, workers have begun to retire earlier and
earlier (age 65 15 no longer a particularly important retirement
age) In addiuon, after a substantial phase-in period the 1983
amendments will make benefit payments actuanally fair for
wotk after age 65 This will essentially eliminate one of Soctal

Security’s nomic 1ncentives to stop or reduce work after age
65
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*  Waealth transfers through the Social Security program have also
encouraged early retirement. Individuals retiring earl; on in the
program received very high real returns on their comtributions.
This enabled workers to retire earlier than planned and has con-
tributed to the declining labor force participation among older
workers. However, these “wealth effects” should not distort the
retirement de “sions of baby boom retirees because real returns
on their contributions will average about 2 percent—similar o
nomdmrketmmne-ewahheffecumhndyelimi-
nltcdinthel983ammdmenuwhichredwedbeueﬁnplidw

future retirees through the raising of normal retirement age
from 65 to 67.

The 1977 and 1983 amendments substantially reduce the work/retire-
ment distortions attributable to Social Security. Still, un*i the delayed
retiremert credit is fully phased-in, there is an economic disincentive to
workpmssmdthcumingsmunreprmu:i;niﬁantmou
wwhmurningsuhnmthauwhommtrelyonumediwomelo
supplement retirement income but does not affect those who have sub-
stantial income from savings. It is estimated that the labor force attach-
ment decisions of between 350,000 and 2,000,000 individuals are affect-
ea by the earnings test.
This problem could be ameliorated through:

— elimination of the carnings test,

- mmmwmm&euhmu

— speeding up the full phase-in of the delayed retiresest

credit.

Although the earnings test does affect some retirement decisions cur-
rently, 1t c~ld be expensive to elimmnate its effects. Policy makers
should give these options serious thought—balancing the cost of chang-
ing Social Security with the costs to the economy of some reduced
labc, participation.

Finally, if the growing social security surpius is “saved”, rather than
spent financing current government spending, then generational trans-
fers should not be a problem when the baby boom retires. Such a fiscal
policy would contribute to greater national savings and a greater cap-
ital base from which to finance the baby boom’s retirement.
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Pension Cuverage

Strong incentives to work or retire are much more important features
of some private pensions than in social secunty. Defined benefit plans
maintain very strong incentives to work 10 a certain age and retire at a
certain age. Defined contribution plans are neutral with respect to re-
urement incentives. The defined benefit plan has strong incentives to
stay until eligibility for early retirement and leave at normal retirement
age This is because the value of the pension accrues most rapidly near
retirement and 1s not actuarially adjusted for work afier the normal re-
tirement age

Employers utilize these incentives to increase productivity by re-
warding longer tenure and reducing turnover. These plans are also used
to manage the*size and composition of the workforce by encouraging
retirement a: certain ages (early reurement 1acentives can be essential

for an industry seeking to restructure or downsize its workforce).
Although the current incentives in defined benefit plans very clearly

penalize those whio work past the normal retirement age, three points
should be made. First, Federal law does not prohibit an employer from
actuarially increasing the benefits paid for work after the ncrmal retire-
ment age or from changing early retirement incentives. Second, a de-
mographic changes make.older workers more valuable the incentive
structure specific to defined benefit plans may offer employers a unique
mechanism to counteract earher reurement trends. Third, because pn-
vate pensions are voluntary arrangements, Federal prescriptions could

senously jeopardize employers’ willingness to sponsor ion plans.
Finally, the government must develop innovative policies to rainimize

the extent to which workers with disrupted work are penalized for cir-
cumstances that may be beyond their control. For example, large firms
that are forced to downsize frequently attempt to mimmize lay offs and
protect workers who may have the most difficult time finding new
Jobs Lay offs are restncted to younger workers and workers nearing
retirement are encouraged to retire earher through special shutdown
benefitc and attractive additional benefits offered through early reure-

ment windows ] ]
Over the past eight years many new protections of pension rights

have been added to ERISA. The Federal government should continue
25
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to strengthen these ..ghts with particular sensitivity to *hose waorker:
who must change jobs because of adjustments in the econnmy. At th-
same time, Federal regulations must be cautious not to elirminate an e
ployer’s ability to use pensions and other clements of compensation 1.
adjust their 'sbor forces in ways that impose the least burden on the
workers who could be most adversely affected by such adjuctments,

Unemploymest Insurance

Tke role of Federal law in the Unemploymen. Insurance System s lim-
ited; State law primarily governs eligibility, benefit levels, and the pay
roll taxes to support those levels. The Federal/State Ul system has
two-tier system of employer taxes. One ticr is a Federal tax The Feder
al Unemployment Tax Act (FUTA) levies a tax of 6.2% on the firc
$7,000 of wages an employer pays with respect to employment. A
credit of up 10 54% is -vailable against that tax for employers in State:
with unemployment insurance laws certified by the Secretary of Labo-
as meeting all of the Fcderal law's requirements. All State laws are cur
rently so certified. This credit feature leaves a residual Federal tax o’
0.8%. The proceeds from this Federal tax are earmarked to pay for
Federal and State administrative costs of the emplcyment security
system.

The second tier is a State tax. States levy an unemployment (ax on
employers to finance the payment of benefits. The wage base set by the
States need not be the same as the Federal base, although, because of
the structure of the system, there is a direct link between the Federa!
and State wage bases. In fact a majority of the States currently have a
wage base higher than $7,000 (the highest is just over * 900) and the
median is currently $8,000. States establish the tax rates 10 be paid by
the employers to reflect the employers’ experience with unemployment
and to replenish and maintain the State’s sccount in the Unemploymen:
Trust Fund

By contrast. the wage base for purposes of collection of the Socia’
Security tax, indexed to reflect the average annual wage in the U.S,, 1<
$45,000 and is expected 10 nise to about $49,000 i the next two years

Analysis of the relationships between the parameters of the tax struc-
ture and various labor turnover categories suggests several questions
Does the tax cost associated with labor turnover give employers an in-
ducement to reduce labor turnover in order 1o reduce taxes? Does this
make part-time workers more expensive to hire? Is the cost significan:
enough to adversely affect employer decisions involving older workers?

26
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Or is the marginal tax rate 50 low that eves if all the theoretical analy-
ses were correct, typical employers do not react to the tax incentives
because the potentia! tax savings are 30 small?

Another Ul issue deals with the FUTA requirement that States, o8 2
condition of conformity with the Federal law, include in their umem-
ployment insurance laws a provision that will reduce a olaiment’s
weekly benefit amownt by the amount of any pension, retirement pay,
annuity or other payment the claimant is receiving besed oa the previ-
ous work of that individual. FUTA permits the States to limit the apphi-
cation of the required offset depending on two elements: whether the
claimant contribvted to the pension, and whether the employer whose
account will be charged for benefits paid to the claimant was also a
contributos 1o the pension the claimant is receiving.

This provision has been in effect since 1980. Prior to 1976, there was
no pension offset provision in Federal law. The States were free to
ensct such provision and 31 States had done 30 prior to enactment of
the Federal law provision.

Retirees have complained about losing this dual source of benefiL..
However, adjusting the pension offset may introduce 8 new disincen-
tive effect for the employer. Ul can be collected for only 26 weeks in
most States and the employer, as the financier of the UI system, may be
reluctant to hire a part-time worker who is already collecting a pension
benefit financed partially or wholly by him. Would removal of the Fed-
eral requirement remove the present “incentive” to employ pensioned
retirees, sinc.; it would increase Ul charges to the employer in the
event of a layoff?

Training Programs

Training is a key element in the success of most older workers partici-
pation in the workforce, whether 1t be job-related while employed or
specialized as«istance to those with seriou: problems such as poverty,
illiteracy, unemployment, and dislocation. The Department of Labor's
primary focus should be twofold: (1) improving employment and train-
ing programs which provide services that directly impact the employ-
abilty of all older workers and particularly those with employment re-
lated problems, and (2) investing in research to encourage and provide
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Medicare costs, especially physicians’ fees and costs for out-patient
care, continue to rise rapidly. Financing the long-term care aeeds of the
dramatically growing populstion of frail elderiy as well a3 the younger
old population coatinues to be a serious problem, and the potestial
costs of insuring such care continve to stifle both public and private ini-
tiatives tu respond to this need.

Escalating health care costs cause concern for al; groups m saciety
and raise fundamental issues regarding the country’s health iasurance
system, as well as the health care delivery system. Even if ihe problems
of access to beaith care could be solved for the younger population and
employers gain control over the escalating costs of issuring their active
workers and dependents, public concern for providing adequate heslth
care for all Americans is likely to continue to heighten.

Health care needs rise after age 55 and even more: dramatically after
age 65. The combination of increased numbers of oider Americans and
the continued trenc towad early retirement in the short run will con-
tir '« to exert pressure on employers’ health insurance costs. Employer-
sponsored retiree health insurance is a strong early retirement incentive
and the unfunded retiree health insurance represeats a huge potential
liability for employers and younger workers. RBecause benefits are paid
out of premiums, older individunls who are more likely to receive those
benefits are subsidized by ycunger workers. This intergenerational
transfer may not be sustainable as the older populstion continses to

row.

& Many companies are faced with pavirg the oremiums for health plans
where half or more of the participants are retirees who no longer con-
tribute to the company's output. Should Federsl policy require that all
employer-sponsored retiree health insurance prcgrams be pre-funced? A
pre-funded health benefits plan carries with it all of the management
issues of any trust fund, including phase-in, vesting, portability, and
Federal regulation with its implied guarantees.

Workers over the age of 65 must continte to be covered by the em-
ployer’s health programs, even though non-workers or those not cov-
ered by an employer’s program are eligible Yor Medicare. While Medi-
care was never envisioned as the primary nealth care vehicle for active
workers, the appearance of equity may be a factor to be considered.

25

{;71

s~




E

168

Persons who can afford to retirc because of prnivate pensions, s’
income or social security are eligible for Medicare if they are 65; per
sons who must work because they can not afford to retire are putting
pressure on the private health care system.

As labor markets tightes near the turn of the century, the current ui-
uation could reverse itself. With tighter labor markets and only a amali
reservoir of younger workers to draw upos, employers may want tc
restructure their benefits to retain heslthy older workers in the work-
force; and the public health insurance system is likely to beceme in-
creasingly the insurer of the high cost, high risk, older population.
Thus, employers may retain workers well into their sixties as long as
they are healthy, but promptly retire workers when they encounices se-
rious health problems.

There are no simple solutions that will relieve the -_--ent pressures
on the heaith care system and also assure that, as the demographics of
the population shift, health care costs will contintie to be equitably di-
vided among individuals, employers, and the public. In the area of
health care, as in no other area, a close public-private partnership may
be critical for assuring the affordable access to health care that will be
needed to guarantee a healthy productive workforce snd » sacyre old
age.

Summary

‘The demographic reality of huge numbers of workers facing a decision
to remain in or leave the workforce warrants serious cunsideration. The
direction that the formulation of public policy wil! take into the 1990's
and beyond will need to be guided by this reality. Workforce issues
range from the need of the national economy for the skills and experi-
ence possessed by older workers, to our obligation to ensure that work
also provides for a secure retirement. It is government’s responsibilits
to ensure that public policy does not preclude free and full consider-

ation of all opportunitics and alternatives by the workers and employers
alike.
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FOREWORD

As we review the implications of an aging population, it becomes clear
that we must pay particular attention to the problems of older workers.
Public policy should strive to accommodate both those who are ready
to retire and those who would like to continve to work. Institutional
barriers must be lowered and innovative spproaches developed. The ef-
forts of private sector employers will be the major key to success.

This report, which was prepared by the Bureau of Labor Statistics.
analyzes the labor market proldems of displaced older workers. It re-
views the available data on the extent and nature of unemployment, dis-
couragement, and displacement. It also focuses on institutional arrange-
ments, such as pension rules and the supply of part-time jobs that may
limit the employment opportuities for older workers.

Older workers are a national resource. They are skilled and experi-
enced. When they leave the labor force before they are ready, both
they and society lose. I believ: that attention to the developments dis-
cussed in this report will stimulate wide ranging discussion and lead to
creative approaches on behalf of the Government and the private
sector, to incresse productivity, promote international competitiveness,
and enhance the welfare of America’s wage earners.

(o gt

Ann McLaughlin
Secretary
U.S. Department of Labor

-
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Preface

Congress, through the Labor Department Appropnations Act in Public
Taw 100-202, requested the Secretary of Labor to develop a report
that addressed the labor market problems of older workers who had re-
tired, who were pressured to leave a job, or who were reentering the
labor force. This document 1s largely based on that report.

The report was prepared by Philip L. Rones and Diane E. Herz of
the Office of Current Employment Analysis, Division of Labor Force
Stuauistics, Bureau of Labor Statistics

Material in this publication is 1n the public domain and, with appro-
pnate credit, may be reproduced without permission.
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CHAPTER 1.
Introduction

In recent years, Federal legislation: has been passed to allow or ercour-
age workers to extend their worklives. Anticipating a dramatic decline
in the ratio of worker= o retirees when the baby-boom generation re.
tires, Social Security alations hav.' been altered to encourage later
labor for ¢ withdrawz! and to increase penalties for early retirement. In
addition, age discrimination laws have been extended to protect work-
ers from mandatory retirement at any age. At the same time, however,
an opposi: and more dominant force has influenced we Yers' retire-
ment age; many employers have made earlier and earlier retirement
possible through options offered in their pension plans.

The net result has been that retirement ages for r.n have fallen
steadily during the post-World War II period.! In general, this has re-
sulted from improvements in retirement resources— Social Security,
pensions, and wealth.

Most workers today loo} forward to retirement at a relatively early
e by historical standards—at age 62 or, often, younger. Even in hind-
sight, mos: are h~py with the timing of their retirement decision.
Some retirements, however, may not be strictly “voluntary,” but,
rather, they may be a response to actual or threatensd job loss, or to a
lack of adequate job opportur.ities for older workers. These retirements
may only be voluntary to the exient that labor force withdrawal is the
best option available. But some workers' “first choice”—either phasec
retirement, or a “second career” upon job loss or pension acceptance—
1s oiten not feasible because of institutional rules and job market reali-
ties. Workers faced with the choice betwcen continued full-time em-
ployment (duning which some pension benefits are often lost), pari-time
» .rk for relatively iow wages, ur complete retiremen. generally opt for
complete retirement.

! The concept ¢ =~ iir=ment 18 more complex for women That is becuise
women 1n “eir fif.es and sisues loday vite> had very hitle work expenence
throughout their live  As a res~lt, (hey ofien ¢ not chcose a retirement age
based on their own work history or pension resources. Labc, force participa-
tion rates for women age 65 and over have followed the same trend as that
for men—they have declined from a high of abovt 11 percent m the early
1960°s to about 7 pe.cent today. Participation rates for women age 55-64
have changed hittlc over the last two decades.

1
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Thnis report recogmzes that early retirement has been a welcome
trend for the majonty of older workers, and that today’s earlier retire-
ment ages have come about because of positive factors—increased real
Social Secunty benefits, gains in pension coverage and levels, and in-
creases in wealth among retirement-age individuals. Nevertheless, job
market problems do exist for a relatively small group of older workers,
and those persons are the focus of this report.

Background. The debate over retirement age has taken place as thz
economy has been undergoing a profound transformation. Despite sub-
stantial employment growth 1n many areas of the eccnomy, the contin-
ued loss of jobs in manufactunng industric 1ac displaced many workers
from their long-held jobs, often with serous consequences to individ-
vals, their famil'es, and even whole commumues. In addition, the in-
creasingly competitive nature of many industries has led to “downsiz-
ing"— reductions 1n the size ¢ 2 company’s work force—and to mes -
ers and acquisitions that often speed up cost cutting, resulting in ine
loss of jobs. Managers and other white-collar workers have also been
among those losing thei 10bs as a result of these restrictunnygs.

One of the many ways in which employers have respcnded to the
current economic climate is through pension plan provisions that allow
for much earher retirement than had previously been common. Many
have turned to the use of Early Retirement Incentive Plans (ERIP’s) as
a way to reducc their payrolis or to avod layoffs. Such plans provide
incentives for workers to retire earlier than they otherwise would have
under the normal provisions of their pension plans. To many, ERIP’s
are seen as beneficial to both employees a... employers. To others,
these programs are viewed as thinly veiled attempts to target older
workers for job loss.

The economy has expenenced one of the longest peaceime expar.-
sions of this  ntury—6 years as of ilis wnting. However, the ecarly
1980's were t .arked by two recessions in which several million workers
lost their jobs 1n manufacturing, and job growth elsewhere was either
slow . -onexistent. The nlight of many middle-2ged and older workers
who were displaced from long-hell jobs during the recession periods
was well publicized in press accounts. And, while the extent and seven-
ty of such problems were difficult to quantify precisely, it was clear
that some older werkers had a difficult nme reestabhishing themselves
in the job market.

[ )
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Thus, during the decade of the 1980's, recession and economic re-
structuring have served to increase interest in the labor market situation
of clder workers. At the same time, another issue has continued 1o re-
ceive attention. Largely because of escalating divorce rates over several
decades, changing views about work and marriage, and a desire for
families to maintain or increase their living standards, significant num-
bers of women in their forties, fifites, and even some in their sixties re-
entered the labor force after considerable time outside of it, often with
little experience and few current job skills.

While most of the growing body of research on older workers still
focuses on the decision (0 retire, increasing attention has been given to
those who do not wish to do so. This analysis focuses on the job
market and institutional barriers to employment faced by those olaer
persons who would prefer work to complete retirement.

Organization of the report. With these concerns as a backdrop, this
report attempts to address as many of the issues related to the labor
market problems of older workers as possible, given data limitations
and measurement problems. Chapter 2 documents the extent of various
labor market difficuities experienced by older workers, such as job loss,
unemployment, displacement, etc., and examines the job market out-
comes for persons who experience these problems. It continues with an
esamination of issues related to labor force reentry of older women.

Chapter 3 addresses the institutionsl impediments to employment of
older workers, both in long-term careers and in postretirement jobs.
More than any other factor, the extent of work #~*vity of older per-
sons seems to be affected by institutional rules— :ri.. larly those relat-
ed to Soctal Secunty regulations and pension pou., dche chapter 1s di-
vided into three parts: the effects of Social Security and private pension
regulations on work activity; the market for part-time jobs: and the im-
portance of age discnimination. Chapter 4 offers some conclusions based
on the study findings

Age coverage. The legislation requesting this report recommends the
inclusion of all workers age 40 and over as “older workers.” For some
1ssues, such an age break may be apr-r-riate; for others, such as those
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related to retirement, an older cutoff is more relevant. In many cases,
distinctions cannot be made between the labor market problems and be-
havior of older and younger workers until age 35 and older. Often, data
limitations dictate the age detail and range that are available for investi-
gation.

Data on minorines. Duning the preparation of this report, & number of
organizations requested that efforts be made to distinguish between the
labor market problems of older white workers and those ot a wide
range of racial and ethnic minoriies Unfortunately, there 1s a paucity
of data on older minority group members who are unemployed and/or
displaced from their jobs. This 1s generally because labor force surveys
are t0o small to measure accurately the job market status of small popu-
lation groups, particularly when the phenomenon being measured. such
as unemployment, 1s experienced by only a small portion of the indivi!-
uals in those groups. An extremely large (and costly) sample survey of
the population would be required to allow for any substantial analysis
of the labor market problems of the minority aged.

Sull, there 1s no question that older blacks and other minonties are
far more hkely than whites to expenence labor market problems Limit-
ed avallable data suggest that older minonty workers, hke those of all
ages, have higher rates of unemployment and discouragement and
lower earmings than do older whites. These hfetime differences 1in em-
ploymert and earnings generally mean fewer resources -at retirement
age  As a result, some older workers must maintain an attachment to
the job market long after those with greater financtal resources might
have retired As additional evidence of the precarious financial staius of
many older blacks and Hispamics, a repo t of the Nattonal Commussion
for Employment Policy (1985) found that older blacks were four tmes
and Hispanics three tmes as hkely as whites to expenenc. labor market
problems 2

4 These estimates were as of 1980 and related 1o eligibility for Comprehen-
sive Emplovment and Traiming Act traiming programs  Lowancome puople
who are part of the labor force are consdered to have labor murket prob
fems whether they are employed or unemployed

4
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CHAPTER 2.
Unemployment and Other Labor Market Problems

Amv discussion of the labor market problems of older workers should
nat only quantify the exient of those problems but should alwo put them
o a meanmgful perspectne While a few wsues, such as forced retire-
ment and age discrnimmation. are umque to older persans. miny |labor
market problems. such 2« unemployment. job displacement. and labor
market discourageiient. affect workers of all ages The key 1ssue 1s the
extent 10 which both the incidence and outcomes of these problems are
different for older persons than for others

Scveral sources of data provide informanon on labor market prob-
lems The most useful ones for companng the extent and outcomes of
these problems between workers of different age groups are those that
proude information on the entire working-age populanon For that
reason  this analysis relies heaviiy on monthly data from the Current
Population Survev. * as well as several of its supplements Longitudinal
survers often provide mformation for workers 1n narrow age ranges
onhy. and hence cannot ve used 10 make mntergenerational COmMPArisens
of labor market experiences However, because they follow individuals
over an extended penod of ume. longitudinal surveys are especially
well sunted for examining the outcomes of labor market difficulties

Prior 10 a discussion of some of the specific measures of labor market
problems. 1 1s useful 10 summanze the labor market status of older
workers Table I presents labor force data for workers age 45 and over
Unul age 62. a majornty of men work for women. labor force parucipa-
hion rates are below 50 percent at age 60 and besond * With each addy-

* The Current Population Surves 1s a surves of close to 60,000 househaolds
conducted by the Bureau of the Census for the Bureau of Laboi Statistics In
addinon to the regular monthly data. which provide measures (waighted to
nanonal population controls) for 1 anous demographic and labor force cate-
gories the CPS can alva be used to match respondents’ labor force characier
ishes over periods ranging fiom a month to as long as 16 monthy The 1-
month match referred 10 as grose flows data i used several times i this
repact Al each March respondents are asked a series of queshions related
to their lzbo- market actvity duning the entire previous calendar vear. rather
than the l-week ume penod used for identification of employment status in
the mont™1y CPS These March data are referred 10 as w ork experience data.

* These crocs-sectiena! data for men basically show what happens as
people age For women, the dechine in participation with age evident in the

Continued
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uonal year of age (beyond age 45), successively fewer men work and
more are out of the labor force. Work activity drops off sharply at age
62 and again at age 65, corresponding to the age of first eligibility for
Social Security retirement benefits and the age of eligibility for “full"-
benefits. In total, about 1.2 million workers age 45 and over were un-
employed (out of a total unemployment count of 7.4 million), but only
about 80.000 were age 65 and over. These data point out that the types
of labor market problems experienced by older workers (however that
grovo 1 defined) will vary markedly by age Thus. the key issues go
from uner |, toyment and job loss. among the youngest groups. to post-
retrement employment opportumities and pension rules among the
oldest

Labor market data are someumes difficuit to nterpret Such com-
monly used measures as unemplovment rates, duraucn of unemploy-
ment, and discouragement, for ¢example. may mean something quite dif-
ferent for older workers than for younger ones. This analysis examines
a wide range of lavor force data and discusses both their strengths and
limitations  Often. their limitations dominate. That, however, 1s an 1m-
portant concluston of this research: that there 1s much we do not know
about job loss or employment opportumues for older persons.

The discussion 1s divided nto three parts. First, vanous iabor market

measures. such as uncmployment. discouragement, and displacement,
are exarmned to assess what we do and do not know about the number
of persons who lose their jobs or who might want a job for other rea-
sons Second. the outcomes of job loss and job search are examined.
This analywis also includes a briet discussion of the eftects of recessions
on older workers” employment and an examination of iscues related to
labor force problems of older women

Magnitude of the problems
L nemployment

Measurement and extent  The defimtion of unemplovment used in the
Current Population Survey (CPS) 1s specific to be counted as unem-
ploved, a person must noi have worked at ali during the reference
week, have actively looked for work at somé point during the previous

cross sectional data retlects both an 12me effect and large differences in the
Sotkhfe patterns of successive generations ot women (this s referred to as 3
cohiorr etfecty Seo Herz (F983) tor 5 discussien of the latter phenomenon
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Table 1. Labor force status of the cvikan noninstitutionat

by sex and age. 1987 annual averages

population age 45 and over

Numbers n Ihousands)
i " Laber faree
Sez andl age i Popuistion Employed ; Unempleyed uu " hiu ferce
g | Number  Porvent ! | Mumber  Bercent ' . Number Percont !
| ]
TotaL | ? '
45-54 yours 123183 17487 754 723 31 4972 214
55 years and over 49943 | 14506 290 490 10 34¢ 6 700
55-64 yoars I 21838 | 11,465 525 . 412 19 9958 456
5550 years | 11,036 i 6.949 630 . 255 23 3.832 M7
60Btysars 4420 | 2215 515w 20 2,058 466
6284yeers ' 6379 | 2240 351 7 11 4,068 638
65 years and i !
over 28,108 | 3041 0ws ' 718 3 24 989 889
€569years | 9736 | 1850 190 ' 50 5 7837 805
70 years and |
over 18372 | 1o 65 | 20 2 17152 934
Men : ! i
4554 yoars . 125 | 975 ' 869 | 426 38 | 1039 93
55 years and over 21899 | 853221 390 . 2307 14 | 13060 596
5564 yoars 10267 | 6682 | 651 ' 258 25 3327 524
55-50 yours 5749 | 4027 767 158 30 1064 203
8061 years | 2068 ' 1343 649 ' 55 27 671 ' 324
62-54 years : 2950 | 1312 w45 i a5 15 1,592 . 540
65 years and ! !
over T o163 1850 159 | 49 4 9733 837
65-69 years aan 1.108 251 30 7 3273 742
70 vears and
over 7.221 742 103 19 3 €460 895
Women
45.54 yoars 11,968 7.737 646 298 2s 3934 329
55 yaars =nd over 28 054 5973 © 213 184 7 21886 780
S5 5 gars 157 4783 Ny 158 13 6.630 573
55-59 years 5787 2922 505 97 17 ' 2767 478
60-61 years 2352 932 396 32 14 1387 590
62-64 years 3428 928 271 25 7 2476 722
65 years and
over 16 476 1191 72 30 2 15256 926
65-69 years 5325 742 139 20 4 4564 @ 857
70 yoars and ‘ \ , !
over PoMast | a9 40 10 1 10692 | 959
mi;‘evmot "F.wwmumwmummnuuwmummme
? SalmﬂumoleSu'smf‘umthcnvy
7
3
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4 weeks, and be available for worn . "9 iima of the survey ® Thus
smply put. the unemployed must r2 1o=ochers Many have lost thewr
jobs. but others have quit theirs or * * v degun o job search after being
out of the labor force Not includzc 1+ the category are persons who

are out of the labor force (not worn.ang 1 looking for work). whethet
or not :hey might want a Job under cerzsin circannstances The magm.
tude of unemplovment among older w.rhers 1s shown 1a table 1. In
1987, about 700,000 persons ages 45 10 &4, 400,000 ages 55 10 64, and
fewer than 100,000 age 65 and older- were unemployed in an average
month. Men and women had farrly simmilar unemployment rates at each
age

The unemployment rates for older Workers are well below the aver-
age for all workers. However. since the nauional average is inflated by
the markedly high jobless rates for vcouth. it 1s most appropriate to omit
workers under age 25 from the comtoanson with older workers, w hat-
ever the age cutoff The tabulation oelow shows unemployment rates
for men and women in various age groyups in 1987

Unemployment rates, 1387 annual averages

Age Men Women
25-34 years .- 59 6.2
35-44 years . 44 49
45-54 years 42 3z
55-64 years . B 37 31
65 years and over - . . 26 24

Prior to the 1970's. the jobless rate for men age 55 and over tende
to be higher than the rate for 25-to Z-4-year-olds Since then, not only
has the situation been reversed, but the gap between the older and
vounger groups has continued to gro and has tended 10 widen in re-
cessions and narrow in recoveries Scr1e possible reasons for the recent
differences 1n the rate of joblessness fz . oring older men include the fol-
lowing

5 Persons on layoff from a job 10 wh ~h they expect to be recalled or who
are scheduled 10 begin a new wage and salary job within 30 days are the
exceptions 1o the job search requireraent n the waemployment comcept.
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¢ Improvements in pension income have made retirement a viable

alternative to employment for many older potential jobseekers.

Several large increases in Social Securit, oenefits were inshitut-
ed in the early 1970's and payments were subsequently indexed
to the Consumer Price Index to protect against erosion from in-
flauon. Coverage of employees by private pensions has also in-
creased since the 1960's. Thus. some persons who may have had
to find a job in the past are now better able to retire (or stay
retired).

. There has been a considerable increase in the use of early retire-
ment inducements to lower labor costs and avoid layoffs. This
method used to be closely associated with recessions, but the n-
creased competitive pressure of the 1980's has made this a fairly
common occurrence. even in a time of general economic expan-
sion. Thus, older persons may avoid further work, and possilly
layoff, by retiring, an optior not available to younger workers.

*  Rates of labor force reentry (proportion of workers who were
out of the labor force in the previous month who are in the
labor force in the current month) for older men are genzrally
down from the late 1960's and early 1970’s. That is, retired
workers are more likely to stay retired. Thus, there may have
been some downward pressure on older workers' jobless rates
as fewer persons outside the labor force undertook a job search.

The above points all focus on the increase in both the incidence and
permanence of reuirement as explanations for the decline in une.nploy-
ment among older persons. The option of being ouy of the labor force,
not feasible for most middle-aged workers (particularly men), comph-
cates unemployment comparisons between age groups in two ways.
First. the incidence of unemployment among older persons is hmited by
labor force withdrawal. For example, a 40-year-old job loser is much
more likely to show up tn the CPS as unemployed than is a 62-year-old,
who may choose to retire rather than undertake a job search. Secondly,
duration of unemployment may be lowered by labor force withdrawal
after an unsuccessful job search; in other words, a large proportion of
the unemployment spells of older persons end in labor force withdrawal

9
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rather than employment. Had these persons persisted in their job
searches, average durations of unemployment would probably be higher
than they are. (See Rones, 1981.)

Are older jobseekers marginal jobseekers? Two groups of older workers
exhibit quite different unemployment characteristics. For those between
the ages of 40 and 54, unemployment is fairly easy to interpret. There is
little question that most jobseckers in that age group are in the job
market largely for financial reasons. They generally look for full-time
work until they find a job (rather than give up their job search) be-
cause, aside from the earnings of other family . members, they vsually
have no other major source of income to rely on if they end a search
unsuccessfully.

It 1s tempuing to portray older jobseekers age 55 and beyond 2s more
marginal labor force participants—as many may have viable nonwork
options. This charactenzation is consistent with the fact that a relative-
ly high proportion end their unemployment spells by leaving the labor
force rather than by gaining employment. While it is difficult to
measure how much someone wants or needs a job, some data on job
search and reason for unemployment shed light on the issue.

The data presented in table 2 tend to support the contention that the
older the jobseeker, the more marginal the job search. However, the
stereotype of the older person as not needing work is, in many cases,
mvalid. Generally, the higher the nonwage income, the less pressing the
need for employment; but, for many workers, retirement income is not
available prior to age 62 (age of Social Security eligibility). Thus,
before that age. an older person may be no more able to finance ex-
tended time away from work than a middle-aged worker. In fact, as
shown n table 2. pnor to age 62, the vast majonty of older unem-
ploved workers were receving neither Social Security nor other pen-
stion (including government pension) benefits. Fewer than 1 in 5 60 and
61-year-olds was receiving a pension other than Social Security At age
62 and beyond. however, the majonty of jobseekers have other sources
of income .

While these data clearly indicate that many older unemployed per-
sons do have access to pension income. those still looking for work are

® Data for persons in the oldest groups. especially those based on a single
month. shou'd be viewed with caution because of the relatively small number
of unemployed persons thes: ages in the CPS sample

10
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Table 2. Pension receipt in 1988 of unempioysd persons age 50 and

over by sox and age, March 1987
(Poccant detribubon)
| Wososwt | soclai
Sex and sge Total """.," ‘ "“',,,"" | no Seclel | Bew
| pensien ) pongion ' Security
| ! :
, |
100 | 9 ! 1 8 _
1100 82 1 % | 1
100 75 7 18 -
© 100 45 | a0 9 4
i 100 16 51 ' 2 3t
P ! |
| j ‘ |
100 ! 96 4 - -
100 83 7 l 10 -
w100 93 5 | 5 -
) 100 2 52 | 5 17
. 100 6 52 3 42

'Muchdmmne.mlumnageezwmnﬁommommw
sarrwngs records of thew husbands

Source Buresu of Labor Stabstcs. March 1987 Current Populaton Survey ncome supplement

far less likely to have pensions than are persons the same age who are
retired. For example. among unemployed men ages 62 to 64, 45 percent
had no pension income; and among those 65 and over, 16 percent had
none. Of those out of the labor force, the corresponding figures were
only 16 percent and 3 percent, respectively. This supports the thesis
that older unemployed workers tend to be those who are least able to
afford to retire. (See Fraker, 1983; Harris, 1981 and 1976; and McCon-
nell, 1983 )

Other characterstics of unemployed persons prior to age 62 indicate
that job search is often very serious. The majority of older jobseekers
under age 62 are persons who begin looking for work immediately after
losing a job; they are not leaving retirement to look for work. As table
3 shows, in 1987, three-fourths of the unemployed men ages 55 to 59

11
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were job losers—persons who were either on layoff or ‘vere perma-
nently separated from their jobs.

Table 3. Percent distribution of workers by reason for
unemployment, sex, and age, 1987 annual averages

v

Sex and age Total | lo?o.n ; ..."‘:" * Entrents
Men
25-54 years 1000 729 . 117 154
55-59 years 100C 753 68 179
60-64 years . 1000 68 2 90 228
65 years and over 1000 © 451 69 479
Women
25-54 years 1000 422 148 430
55-59 years 10G 0 519 122 359
60-64 years . . . 1000 58 1 79 340
65 years and over , 1000 ! 388 62 550

Source Buresu of Labor Stansncs, Curent Populabon Survey

Further evidence of the labor force commitment of jobseekers in
their late fifties 1s shown :a che tabulation below. Almost all of the un-
employed men ages 55 to 59, and three-quarters of the unemployed
women 1n that age group, were looking for full-time jobs in 1987.

Percent of unemployed seeking full-time jobs, 1987 annual averages

Age Men Women
45-54 years 9% 9 002
55-59 years » 924 753
60-84 years . 820 621
65 years and over 469 400

In general, then, there 15 httle evidence 1o distinguish the level of
labor force commitment of unemployed persons in their late fifties and
early sixties from that of central-age workers. Dider jobseekers in this
age range are largely people who lost their jobs, need (or want) full-
tume work, and do not have adequate financial resources to support

themselves if they withdraw from the labor force.
Once individuals reach age 62. most have the ~ption of receiving

So:ial Security benefits From that age on. wit% each year, unemployed
12
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workers are progressively more likely to take on the charactenstics of a
marginal jobseeker—<omeone who has retirement income, who 1s look-
ing for part-time work (often to stay under the Social Security earmings
hmu), and who might give up a job search without finding a job. To
illustrate the last point, table 4 uses CPS gross flows data and shows
that the probability of unemployed workers in various age groups going
from unemployment to outside the labor force in successive months in
1987 was greatest for older jobseckers. (See footnote 6.)

Table £. Monthly probabihities of labor force withdrawal from u~empio ment
by sex and age. 1987 annual averages

{Percent)
Age | Men ' Women
45-54 years . . 120 . 250
§5-59 years . C e e e e 140 268
60-64 years e e el 268 349
65 years and over . . . - . .1 426 | 429

Souwrce Buresu of Labor Statstcs. Current Populshon Survey gross Rows data

Also, according 10 CPS data collected in 1976, job search efforts of
men age 65 and older are less intensive than those of younger men; the
oider group spent roughly haif as much time in job search as their 25-to
54-year-old counterparts (Rosenfeld. 1977) (Women’s job search effort
was essentially the same across the age spectrum.) Finally, older job-
seekers are less Ulely than younger ones 1o persevere in their job
search, although it is not clear i. what extent aborting a search s job
market related (This 1ssue 15 discussed later in the section on duration
of unemployment )

This discussion 1s not intended to understate the seriousness of the
oldest groups’ job search efforts. The fact that persons age 65 and
older, ages at which most are retired, would look fo: work 1s evidence
of need—either financial, psychological, or both. That their job search
efforts often do not result in empioyment is certainly cause for concern

13
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Discouragement

A second widely used measure of labor market difficulty is that of
labor market discouragement, a measure of the failure of the job market
for persons outside the labor force. Technically, discouraged workers
are persons who are not in the labor force who say they want a job but
are not looking for one because they believe they would be unsuccess-
ful if they were to undertake a search. There 18 no presumption that
any recent job search has taken place by discouraged workers. In fact,
some have not looked for work for many years and have no plans to do
0 (Rones, 1983. Also, see Flaim, 1984, for a discussion of the labor
market attachment of discouraged workers in general.)

Despite the marginal labor market attachment of some older discour-
aged workers, the measure s still important for analyzing this group. A
worker does not necessarily have to engage in an acuive job search to
conclude that the prospects of finding an acceptable job are not good.
In certain circuinstances, one may presume job prospects to be bleak
without actually testing «he waters. If persons indicate that they are
available for work and want jobs, some credence must be given to that
response. Also, those outside the lubor force make up the vast majonty
of the older population, and labor market discouragement is often the

only ~vailable measure of that group’s potential labor supply.
Table 5 presents the official unemployment rate for workers in vari-

wis age groups alongside a modified jobless rate that includes discour-
* workers (in both the numerator and denominator). This is not to
su_. t that they should be included., but, rather, demonstrates the
effect on the jobless measure if they were
Differences in the two rates for older workers reflect a population
phenomenon more than a job market one. For example, 12 times as
many women age 65 and over are outside the labor force as inside.
Thus, even if a very small portion of the not-in-labor-force group was
made up of discouraged workers, they would have a large effect on the
small labor-force-based measure. And, in fact discouraged workers are
only a mmuscule portion of persons age 65 and older who are out of
the labor forcc—only about 100,000 out of 35 million—Iless than half of
1 percent. At the other extreme, only about 6 percent of central-age
men are out of the labor force, a very small pool from which discour-
aged workers may come.
Modifying the unemployment rate to include discouraged workers
has virtually no effect for central-age men and a only a small effect for

14
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women 1n that age group. At the other extreme, however, for women
age 65 and older, the new “jobless rate™s almost triple the original rate.

Table 5. Cmhan worker unemployment rate and modiied rate mcludng
discouraged workers, number unempioyed, and discouraged workers by sex
and age, 1987 annual averages

(Numbers n thousands)
Rate !
m including . Unemm- | Diecowr-
Sex and age | ployment discour- ployed | eped
i rate aged , persons  workers
¥ workers I
: i
Men . )
25-54 years ) 50 54 | 2283 | 178
55-59 years as 46 158 34
60-64 years I 36 48 ' 100 M
65 years and over . l 26 ’ 49 l 49 44
Women I :
25-54 yours . ! s1 | s9 | 1850 | 338
55-59 years a2 | 43 t o7 | @
60-64 years - 30 | 49 57 | 38
65 years and over 24 1 717 30 ¢ 61

Sowrce Bureau of Labor Stansics Current Populaton Sur ey

In conclusion, one needs to be careful when analyzing the statement
that older workers tend to be “overrepresented”’ among discouraged
workers Such a finding 1s 10 be expected when the potential pool of
discouraged workers includes all those outside the labor force, a group
that accounts for the majonty of the older population. The real prob-
lem of discouragement, however may be understated by the offical
measure. For many retirees. the types of job offers available to older
workers are at such odds with theirr job market aspirations that they
may not even consider employment an option. In addition. Social Secu-
rity and private pension rules often provide substantial disincentives to
work after retirement (See chapter 3)) Thus, some individuals who
report that they “do not want a job now" could be responding to what
they perceive as the prevailing conditions of employment.

15
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Displacement

CPS displaced worker survey. Older workers, like workers of other
ages, have been affected by structural changes in the economy. These
include changing demographics, increased foreign competition, and
long-term shifts in the industrial structure of employment. Special sup-
plements to the Current Popuiation Survey conducted in 1984 and 1986
found that about 5 million experienced workers lost their jobs as a
result of plant ciosings, slack work, or the abolition of a job or shift
during the 5 years preceding each survey (Horvath, 1987; and Flaim
and Sehgal, 1985). The January 1986 supplement found that 950,000 of
these displaced workers were age 55 or older. (See table 6.) Thus, older
workers constituted almost one-fifth of all displaced workers identified
mn the supplement.

The tabulation below presents displacement rates for workers in 1984
by age:

Age Displacement rate
TOTAL. . . e e e e e - 163
45-54years .. ... .. . 1.3
55 years and over 1.57

Source Bwesu of Labor Stabstes, January 1906 Current Fopuiabon Survey supplement

These represent the proportion of workers with 3 years of employer
tenure who were displaced from their jobs. That year was chosen be-
cause it was felt to provide the most accurate single-year measure of
displacement of the 5 years recorded in the January 1986 survey—1981
1o 1985. 7 (Rates cannot be derived for the entire period, since a 3-year
employment total—the necessary denominator—could not be estimat-
ed.) The appropriate denominator in such a caiculation would be the
number of employed persons in January 1984 who had at least 3 years

T The earlier years may understate displacement because of problems of
recall (such events may be reported to have occurred more recently than
they actually did) and the year immediately preceding the survey may be in-
flated because persons who will eventually be recalled to their jobs may, at
the time of the survey, perceive their displacement as permanent.

16
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of tenure. Since employer tenure data were not collected in 1984,
tenure distributions for each age group were taken from a 1983 supple-
ment to the CPS and apphed to the 1984 displacement dzta. (Applying
the ienure distribution from 1987, the next, and most recent, survey,
provides essentially the same relative displacement rates between age
groups in 1984 as do the 1983 tenure data.)

Table 6. Employment status of dns;:lgacgd workers ! by sex and age, January

Percent distribution by employsent stalus

Number —— T T B
Sex and age (thou- | | Netin
sands)  Totsl ‘ Employed | Unemployed ! m

| I .

TOTAL i ; ! ‘

Total, 20 years and over . 1 5130 1000 669 178 1 153
20-24 yours . ... .. - 222 1 1000 691 23.2 7.7
25-54years.... .. . .. | 395 ; 1000 725 18.1 9.4
55-64years ... . .| 789 ! 1000 ar4 176 35.0
65 years and over .. 189 | 1000 234 43 72.4

Men .

Total, 20 years and ove- . 3321 1000 70.9 186 105
20-24 yoars ... . 146 | 1000 741 204 55
25-54 years . .| 2.605 100.0 761 196 44
55-64 years ' 482 | 1000 50.2 153 345
65 years and over | 87 1000 245 62 69.3

Women ‘ : :

Tota, 20 yearsandover . ' 810 1000 | 596 162 | 241
20-24 years | 76 1000 | 596 287 18
25-5 , years | 1,345 1000 i 657 15.2 190
55-64 years . .4 307 1000 | 431 21.2 358
65 years and over | 82 1000 | 222 22 | 6

i ;

' Data refer to persont with tenure Of 3 years or more who lost or left a job between Jenuary
1981 and January 1986 because of plant closings or moves, siack work, or the asbokshment of
thew postbons or shifts

Source Bureau of Labor Statisics, January 1986 Cument Populabon Survey dispieced worker
supplernent.

In 1984, workers age 55 and over had displacement rates that were
almost dentical to those of workers ages 35 to 44 and slightly above
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those of workers ages 45 to 54. That may seem surprising, in that older
workers are generally perceived as being more insulated from layoff

Table 7. Displacedworkers‘byreiagsggforpbloss.sex.mdaqe.m

wmnmm_p_m

U rom - feiribution by resson for job lees

, aced PMamt or '
Sex and e T rew e | s el
moved sbolished
TCTAL | -

Total, 20 yews andover .. | 130 | 1000 | 547 ' 312 ;140
20-24years .. ... ... 222 ' 1000 ' 568 ' 304 - 128
25-54years .. ... ... 3950 ' 10CO0 | S22 338 139
55-64years... .. ..., 789 1000 . 650 205 & 145
65yearscndover . .. .., 169 | 1000 640 210 149
Men ' :

Total. 20 years and over.. .. 3321 | 1000 53.7 345 | 118
20-24years ... . 146 | 1000 58.3 32.2 85
25-54years........ . 2605 . 1000 513 371 115
55-64 yaars 482 | 1000 844 | 227 128
65 years and over... ... .. 87 { 100.0 570 | 242 189
Women i

Total, 20 ysars and over. ........ 1,810 | 1000 56.7 253 180
20-24 YOS . oo . 76 | 1000 540 | 270 191
25-54years ... . ... 1345 1000 | 539 275 18.6
5564 years ... .. P %07 ' 1000 | 659 170 171
65yearsand over........ ... ; 82 | 1000 ; 716 ' 177 . 108

' Data refer 10 persons wih tenure of 3 years or more who lost or left 2 b between Jenuary
1981 and January 1986 becauss of plant Closngs or moves, sleck work, or the sbokshment of
thew posibons or shwits.

Source: Buresu of Labor Stabsscs, 1906 Current capleced worker
January Papuladon Survey

than their younger counterparts. On the other hand, a larger proportion
of the displacement reported by older workers than by younger ones
(in the entire S-year sample) was the resul* of plant closings, events
from which seniority offers no protection. n fact, two-thirds of the
older displaced workers cited plant closings as the cause for their dis-
placement. (See table 7.) Older women, because of their much shorter
average tenure than men, rarely enjoy even the limited protection af-
forded by seniority. Also, declining industries—from which workers are
most likely to be displaced—tend to have an older age profile than

i8
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growirig industnes. For example, in 1987, 18 percent of workers in
manufacturing were ages 45 to 54, compared to only 11 and 13 percent,
respectively, in the faster-growing retail and business and repair serv-
ices industries. Thus, their concentration in declining industries puts
older workers at a relatively high risk for losing their jobs.

Other measures of displacement. No national survey provides a com-
plete count of job loss; the CPS, for example, limits the count of job
losers to those who are not working but who are actively looking for
work. However, the National Longitudinal Survey (NLS) of Mature
Men has been used by Parnes et al (1977, 1981) to document the extent
of job loss among long-service male workers between 1966 and 1975.
While somewhat old, these data and the authors' analysis are still useful
in the unemployment discussion. Among men who were ages 35 to 69
in 1976, 1 in 14 had lost a job in which he had been employed at least §
years during the previous 10 years. This represented about half a mil-
lion such men in the population.

Like displaced worker data from the CPS, the NLS data show that
permanent displacement hit men in al. occupational groups, irrespective
of educational hackground or job tenvre. Shapiro and Sandell (1984),
also using NLS data, analyzed all job loses, rather than just those from
long-term service, and found that a disproportionate share of job loss
occurred among workers with short tenure.

Data issues

The Current Population Survey and other data sources provide a wide
range of measures of labor market performance of older workers.
Proper analysis of these data, however, requires that their precise con-
cepts and definitions be understood.

By itself. the unemployment rate is clearly not sufficient as a measure
of the relative job market difficulties faced by older and younger work-
ers. Unemployment rates for workers in their fifties and sixties are
much lower than those of workers in their twenties and thirties. This is
partly because older workers are less apt to leave a job voluatarily to
search for another. But there is also the question of seniority. Many an-
alysts believe that older workers who have seniority are protected
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against job loss. Such a line of reasoning, however, assumes that job
loss is less likely for older workers than for younger ones—sa conclusion
that cannot be made from unemployment statistics. Unemployment is a
better proxy for job loss for other groups—men in their thirties and for-
ties, for example. This is largely because many older job losers avoid
unemployment by withdrawing from the labor force, an option not fea-
sible for most younger workers. While unemployment statistics are an
excellent measure of job search activity—exactly what they are de-
signed to be—their use for other purposes is limited. Other measures of
labor market problems, mentioned earlier, are similarly limited in that
intergroup differences are often difficult to interpret.

The best data currently available on job loss of workers of different
ages—those obtained from several supplements to the Current Popula-
tion Survey on permanent displacement—indicate *hat older workers
may suffer nearly as much job loss as younger ones. This suggests that
other factors may offset any advantages seniority provides to older
workers. These data on displacement are collected infrequently, they
only count certain types of job loss, and their S-year retrospective
nature presents some technical problen.s.

The most important longitudinal data base for this type of analysis—
the National Longitudinal Survey (NLS)—was specifically designed to
measure many of the labor market problems experienced by older
workers. [t permits analysis of problems as indiviGuals age, but does not
permit comparison of labor market problems of survey participants
with those of workers in other age groups. Furthermore, the NLS
pancls on mature men were discontinued in the early 1580's, leaving
only information on labor market developments of a younger group of
women. The biggest advantage of longitudinal panel surveys is that. by
following the same people over an extended period of time, they can be
used to cxamine the outcomes, such as changes in earnings or labor
force status, of various labor market events experienced by individuals.
For that purpose, the NLS data are utilized extensively in this report.

20
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Outcomes of Unemployment and Displacement

What happens 1o older workers when they lose a job or become unem-
ployed” With vounger workers. the eventual outcome of unemployment
1s usually employment Particularly among men n the central ages of
25 to 54, few have resources that allow them to spend an extended
period of time out of the labor force. The receipt of unemployment in-
surance may allow workers to finance job search for some period of
time, but eventually. the vast majonty of these workers will find em-
ployment.

For older workers. the scenario may be very different. As shown in
table 8. the probabihties of an unemployed person leaving the labor
force increase sharply around retirement age. Fully 43 percent of both
uncmployed men and women age 65 and over, for example, were not in
the labor force after being unemployed the previous month. This com-
pared with only 11 percent of the men between the ages of 25 and 54.
In addiuon. the probability of finding a job tends to be lower for old>r
workers than for younger ones. (See footnote 6.)

Table 8. Labor force status in current month of persons unemployed in
previous month by sex and age, 1887 annuai averages

(Percent drstnbution)

Sex and age Total | Employed . Unemployed ”5.:
Men
25-54 years 1000 291 800 109
§5-50 years 100 0 236 624 140
60-64 years 1000 173 558 269
65 years and over 1000 191 383 426
Women
25-54 years 1000 240 511 248
55-59 years 100.0 216 515 268
60-64 years 1000 206 460 k2%
65 years and over . 1000 143 39.3 429

Sowrce Bureau of Labor Stabsics Current Popuiahon Survey gross fows dats
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Duration of unemployment

One of the most important issues related to job loss is the amount of
time persons spend unemployed when they do look for work. That
older job losers have longer durations of unemployment than do young-
er ones is usually considered a truism. For example, a National Com-
mission for Employment Policy (1985) report stated: “While persons
over 45 have the lowest unemployment rates. when they do lose their
jobs they take longer to find new ones—at least up to age 60, when
retirement rather than continued job search becomes a standard
option.”” The data presented here suggest that, while that statement
might be true, the evidence 1s ambiguous.

Recent data on duration of unemployment for workers of various
ages come directly, or can be denived. from a number of sources, in-
cluding: 1) the regular monthly CPS. 2) the CPS gross flows data. 3)
the work expenence supplement to the CPS, and 4) the Survey of
Income and Program Participation (SIPP). Each of these data sources
allows for the estimation of duration of unemployment; however. the
findings regarding age differences are often unclear or even contradic-
tory Although the discussion that follows is somzwhat lengthy, it is
warranted since a basic premise—the positive relationship between age
and duration of unemployment—and its interpretation are in question.

The monthly CPS. The most often used data on duration of unemploy-
ment for persons of vanous age groups are the only regularly published
data on that topic. which come from the monthly CPS. As shown in
table 9. these data indicate a steadily rising median duration of unem-
ployment with age, up unul age 65. Durations among workers age 65
anG older are held (or brought) down by the high probability of job-
seekers that age ending their search by leaving the labor force.

These CPS data refer to the amount of time that persons who are
currently unemployed have been looking for work. Thus. they do not
measure the length of a complered spell of unemployment; rather, they
measure the current length of an im-progress spell. Such data may tell
little about the eventual length of a completed spell.

Gross flows.  CPS gross flows data can be used to estimate the duration
of a completed spell of unemployment. Since these duta match the
labor force status of individuals in consecutive months. the probabilitics
of a person who was unemployed 1n a given month ending that spell of

1
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Table 9. Median duration of n-progress spelis of unempioyment by sex and
age, 1987 annual averages

{in wooks)
Age Men  Women
35-44 years e e - 108 68
45-54 years.. .. it i e e e . 124 73

Source Buresu of Labir Stanscs, Current Popuiaton Survey

unemployment by the next month can be estimated. as was done n
tables 4 and 8. The technique used to convert these probabihties into
estimates of the duration of a completed spell of unemployment is de-
scribed in the appendix.

Table 10 provides estmates of the expected duration in weeks of a
completed spell of unemployment for workers 1n vanious age groups.
The results indicate that, unlike in the basic CPS data, duration may
not go up with age; in fact, in 1987, durations for' men were flat
through age 59 and declined thereafter. Using this technique, Rones
(1983) found that over the entire 1968-81 period, men age 60 and over
had an estimated duration of a completed spell of unemployment thai

was about 1 week shorter than that for men ages 25 to 44.
But the CPS gross flows data in table 8 also chow that many older

jobseekers end their job search without finding work. In fact, for men
in the oldest age groups and for women of all ages, more spells of un-
employment are ended in labor force withdrawal than in employment.
In this calculation. such labor force withdrawal serves to lower the ex-
pected durations of unemployment for older workers relative to young-
er ones.

What would happen if this calculation were hmited to those who ac-
tually went from unemployment to employment? Table 10 also presents
an estimate of the expected duration of a completed spell of unemploy-
ment that is limited to those who find a job. Since the likelihood of
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Table -Z. Expected duration of a compieted speli of unemployment and a
s.-zessfully compieted spell by sex and age, 1987 annual averages

Expected guralion fin weshs)
, .
Sex and oge | Completed apell | sempisted Spel
i of unemployment : ol ,
s
103 ! 124
1.2 | 135
15 i 149
1.4 , 157
97 . 18.2
7.0 ; 129
i
87 ! 135
8.9 | 135
87 | 132
89 ; 145
7.7 i 139
75 i 16.1

! Expecied durabon for spelis ending n amployment.
Source” Buresu of Labor Statetcs, Current Populaion Survey gross flows deta

going from unemployed to employed is lower for older male jobseekers
than for younger ones, the £xpected durations of successfully completed
spells are higher for the older groups. This finding, then, supports the
contention that older jobseckers may take longer to find a job, though
it is not clear to what extent this is related to employers’, or to jobseek-
ers’, preferences or behavior. The relatively short durations of unem-
ployment for men age 65 and over might suggest that they have an
casier time finding employment (the part-time jobs for which they look
may be more plentiful than the full-time ones sought by younger work-
ers). On the other hand, it may mean that an individual's job search be-
havior and alternatives to employment may be as important as employ-
ers’ preferences in determining the outcome of unemployment.

The CPS work experience supplement. Each March, the CPS includes a
series of supplemental questiors on labor force activity during the pre-
vious calendar year—including weeks employed, weeks unemployed,
and weeks out of the labor force. Unemployment may involve more
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than one spell. and older and younger persons with unemployment are
about equally likely to have had more than one jobless spell. As shown
in table 11, for the recessionary year 1982 and for 1987, there were not
large differences in the number of weeks of unemployment across the
age spactrum, although the medians are highest for §5-to é4-year-olds.
In fact, in cither measure—the median time unemployed or the percent
unemployed 15 weeks or more—few differences exist between age
groups.

‘1able 11. Median weeks of unemployment and percent unemployed 15
weeks or more by sex and age, 1982 and 1987

© Medisn weoks of Perocent “®
Sex and age : experienced woeks Or more
f1se2 | 167 | 1e2 | 1eer
Men

25-J4yolrs ... ... il o e, 173 14.6 530 457
35-44 years J o175 145 527 448
45-54 years 171 159 51.1 486
55-64 years 17.9 171 525 514
65 years and over 17.7 146 546 462

Women
25-34 yours ... ... ..o 199 | 113 | M5 e
35-44yemrs ... ... ... . .. 141 ! 122 : A4S 387
45-S4years ... . .. .. ... . ... . . 146 139 | 453 420
55-64 years ... R Y A B L X ] 477 . 447
65yearsandover .. ... e e 1440 124 45D | 414

| i

Source Bureau of Labor Statistics. March 1983 and 1988 CPS work expenence supplements

Survey oy Income and Program Participation (SIPP). Data from the
SIPP were used to estimate the length of a completed spell of unem-
ployment for workers whose entire spell of unemployment took place
within the (foughly) 1 year covered by the available data. ® (Spells that

¢ Unemployment spells can be interrupted by short spells of employment
or periods out of the labor force lasting no more than a few weeks at a time.

Conlinu=d
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Fad started prior :0 thz ~ =, Ze~ .2 or had continued beyond it were
not counted because th: I, .2nz o Oof those spells could not be calcu-
lated)) In hne with the CPS wco-y zyperience data. there seems to be
hittle relationshtp betwezn az2 ano Z.ration of job search, although, for
men. durations are sheihtly Tughz- :oove age 55. (Sce table 2. Note
that these data are in months no: weeks, as in the CPS measures.) In
addition. there appears to te ne c.ffcrence whether one looks at all
completed spells or just those thi: ended in employment. This implies
that spells ending in labor force wizhdrawal tend to last just as long as
those ending in employment.

Persons who drop out of the l:>or force without finding a job are
different from those who persever: 1n their job search until they find
employment. As reported by Frakz: 11983) in his analysis of Retirement
History Survey data from the earl: 1970’s, persons who drop out tend
to be those with prospects for th.c lowest wages or those with the
greatest amounts of nonwage inczme. Those who find empleyment
cither have the best prospects (wh:=h would give them a shorter dura-
tion) or the most need (a case could be made for this resulting in either
a long or short average duration of unemployment).

The SIPP data suggest that, on average, older workers take about the
same amount of time to find a job as younger ones, a finding which
conflicts with the CPS gross flows data. But are the SIPP findings res-
sonable? Many observers interpret differences in duration of unemploy-
ment among age groups as reflecting primarily (or exclusively) the
demand for younger, rather than vlder, workers. However, the data in-
dicating that duration of unemployment may not be any longer for
old=r than for younger workers suggest that other factors must also be
influential. (The gross fiows data also suggest this, as Jiscussed in that
section.) In fact, supply factors may be just as important. On average,
an older jobseeker is likely to have more financial assets ® (Avery et al,

The 1983-84 SIPP longitudinal research file is a prehminary file produced by
the Census Bureau on a limited basis to simulate research that iight im.
prove understanding and analyus of longitudinal data from the SIPP. Esti.
mates produced from the file and findings based on those estimates should be
regarded as tentative

* According to the Survey of Consumer Finances (Avery et al, 1984) both
older labor force participants and retirees over the age of $5 have consider-
ably higher mean and median levels of financial assets than do younger per-
sons. These data do not, however, distinguish between unemployed and em-
ployed labor force partictpants
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1984, fewer financial responsibilities '® (U.S. Bureau of the Census,
1988), and more nonwage income than a young.r unemployed person.
For some older persons, these factors may make retirement possible, al-
lowing for an aborted job search. For others, these same factors may
prolong the job searrh, as older persons may be able to absorb the costs
of an extended peiic of unemployment. As a result, it is difficult to
determine what durations of unemployment mean for groups who not
only face different job market offers, but who also have different work

and nonwork options.

Thus, the data on duration of unemployment may not provide s
useiul indication of how difficult it is for f2rsons of various ages to find
\ ork. Duration of unemployment measures how long people (who may
have very different job market motivations) have been looking for a
job, or how long they take to find one. The notion that older workers
have a harder time finding a job than do younger ones, while quite pos-
sibly true, is not clearly supported empirically.

Displacement

What happens to older workers who can be specifically identified as
having lost their jobs? The 1986 CPS displaced worker survey (men-
tioned earlier) showed that older displaced workers were less likely to
be reemployed and far more likely to be out of the labor force than
were their younger counterparts. Those 55-to 64 years old were about
as likely as all displaced workers to be measured as unemployed, but
those 65 years or older were very much less likely to be. (See table 6.)

Among unemployed assplaced workers, almost 30 percent of those 25
to 54 years of age reported that they were on layoff—an indication that
the worker perceived some probability of recall. Only 21 percent of
older displaced workers (both sexes combined) were classified as on
layoff—not surprising when such a large proportion (two-thirds) were
victirus of plant closings (See table 13.)

10 Acenrding to the Census Bureau (1988), 4 of 5 “householders’ ages 235
to 44 hive 1 famrlies with related children under the age of 18. Only a third
of thos~ ages 45 to 64 have dependent children, as do only 6 percent of
householders age 65 and over
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Table 12. Median duration of completed spells of unemployment n 1984 by

sex and age
__Median durstion fin monthe)
. Sussseshully
Sox and age w m““
unemployment nemployment
Men
A5-S4 years . . Lol e e e 33 34
55-61y8aIs . . . .. oh e e e o 41 ' 39
62-64 years. . e 37 38
€5 years and over e e s e« e . 40 34
Women
A5-5Ayears ... ... ... e s 33 32
62-64years ... ... .o e e e 35 27
65 years and over . ©rer coe semeinsmsmenmemenensmnanenenes ane] 28 25

Source U wunmwomwam,wm
Parscpaton. (See fooinote 5)

Among persons who were no longer in the labor force, the reason
for nonparticipation differed by age. Older displaced workers reported,
at a rate almost triple that of their younger counterparts, that the
reason they were not currently loo¥i- g for a job was that they thought
it would be impossible to find one. fhat is, 17 percent of older displa-
cees who were out of the labor force were discouraged workers, com-
pared to only about 6 percent in the central-age group. Those most
likely to be discouraged about the prospects of finding work were 55-to
64-year-olds.

Even among the reemployed, the impact of displacement is often
severe for older workers. Among those who had lost full-time wage
and salary jobs and who subsequently found full-time work, older per-
sons were more likely than others to have suffered a 20-percent or
greater loss in earnings relative to those in their previous job. Also,
they were less likely to be earning more than they had been before dis-
placement. (See table 14.)

Podgursky and Swaim (1987), using January 1984 displacement data,
also found that, on average persons with loug tenure on their lost job
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Table 13. Percent distnbution of unemployed displaced workers by reason for
unemploymer!. sex, and age, January 1986

Sex and o Ko , Job | Entrants
4 age Unem- i
ployed * On leyolt ' Other | 'eevers
¥
|
Men | ' |
25-54 years ) 1000 ; 302 | 608 39 5.1
55 years and over 1000 ' 263 | 625 25 I 88
! i
Women ' | !
25-S4years . .. . 1000 263 | 556 49 | 132
55 years and over.. .. 1000 152 ' 758 00 | 91

Source Bureau of Lasbor Statsbcs. January 1966 Current Populabon Survey displeced worker
supplement

often had the most substantial carnings losses. Among employees with
many years of tenure, earnings losses were greatest for men in blue-
collar jobs, particularly for those in higher wage factory jnbs.

Women accounted for shghtly more than 40 percent of the displace-
ment of older workers measured in the January 1986 CPS survey. One
factor that increases women's vulnerability to such permanent job loss
is their concentration 1n manufacturing industries that have been par-
ticularly hard hit by foreign competition. In 1987, women accounted
for 33 percent of employment i1n all manufacturing industries, but 78
percent in apparel (and other textile products), S5 percent in leather
and leather products, and 48 percent in textile mill products. While
nearly 7 in 10 displaced workers in all industries were working as of
the survey date, only 5 in 10 formerly employed in apparel and textiles
had found jobs. Fully 30 percent of workers displaced from those in-
dustries were out of the labor force.

Using NLS data on women who were ages 45 to 59 in 1982, Gagen
(1987) found that “job loss led to an increasc 1n women’s unemploy-
ment and to their leaving the labe~ “orce, suggesting underutilization as
well as reduced labor supply are the legacies of displacement for
women (p. 170).”” Wage d terioration is a problem for all groups of dis-
placed workers, although perhaps less so for women than for men.
4 Older women tend to have less employer and occupational tenure than
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do their male counterparts, and. hence, prabably lose less n terms of
firm or occupation-specific human capatal. Also, because women's ezrn-
mgs in general are quite low, there is less room for wage erosion to
occur. '! In the same study, Gagen also found, not surprisingly, that
women with relatively high wages before displacement were muchk
more likely to suffer wage declines than were women with low predis-
placement wages.

Although frequently cited as a severe problem for older workers,
changes in occupatioz subsequent to displacement occur slightly less
often among older workers than among workers ages 25 to 54. Nearly
half of reemployed displaced workers in both groups wer= in jobs at
least broadly similar to their old vocations. On the other hand, because
fewer olde: displacees actually return to work (perhaps many withdrew
from the labor force rather than accept such an occupational down-
grade), the proportioa -of all displaced workers employed in their old
profession is lower among older persons. Parnes et al (1981), in their
analysis of th: NLS cohort of middle-aged and older nien, found that
job losers in that sample ¢id experience a slide down the occupational
ladder. About 45 percent of the displaced workers were in jobs of
lower status in 1976 than in 1966, compared with 26 percent of a con-
trol group of nondisplaced workers. Similarly, the average hourly earn-
ings of displaced workers in 1976 were one-fifth below those ior the
control group.

As was the case for all d:splaced workers identified in the CPS sup-
plement, just uncer two-thirds of older workers who lost jobs received
unemployment insurance benefits. However, older workers more fre-
quently reported long-term (27 weeks or more) receipt of unemploy-
ment benefits and were less likely to move to another ity or county in
search of a new job.

Pensions or Social Secunty provided some cushion against more
severe hardships for many displaced older workers. As shown in table
15, just under one-half of all displaced workers age 55 years and over
received a pension, Social Secunty benefits, or some combination of
both. Unemployed persons were those most likely to be without such
benefits; their conunued job search was, by implication, a reflection of
their lach of alternative sources of income. Over three-quarters of dis-

11 The data shown in table 14 may understate this effect Among women
who are shown to have experienced earnings losses of 20 percent or more,
losses may be more concentrated around that 20-percent mark than they are
for men
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Tm 1" wmdm&m%MI full-time wage
salary between January were reempioyed
n January 1986, by earnings at new job, sex, ond age
!

Resmployed in full-lime wage and selery jobs

Earnings reliive to lost job
Sex and age » Selow, o »
Total | parcent Sut - akeve, . percomt
: o ; within st or
i © mole ' 20 - wihin  wmore
. ) below | parcent 0  adeve
' | percent
T
TOTAL
25-54 yeurs ............. ... reverenasenensn saesiene 100.0 206 135 ' 264 06
SSyewsandover. .. .. ... ... \ 100.0 80 20.0 249 1
Men ; . ‘
25-54 YORIS oo oo -] 1000 1 313 | 129 ' 260 | 298
S5ysars ancd OVer . ............ ..o 100.0 423 178 | 216 123
!
Women 1
25-54 YOMS ..o o e e e, 1000 | 250 152 | 213 ; 326
SSyemrsand over............ . cocciecnnnnas 100.0 293 244 ' 195 ! 268

Source Buresu of Labor Statsscs, Jenusry 1988 Current Populshon Survey csplaced worker
supplement

placed older workers who left the work force had some pension and/or
Social Security income. Even among the currently employed, about 2
third of older displaced workers received pensions or Social Security
benefits or, infrequently, both. In contrast. virtually none of the dis-
placed workers ages 25 to 54 years receivec retirement benefits.

In summa,y, the limited information availeble on the subject suggests
that #*splacement from a job, and particularly a career. often has very
serivus long-term effects on workers' economic security. While many
quickly recover by promptly acquiring another job at comparable
wages, many cthers experience extended periods of unemployment, find
jobs in aew occupations in which their earning power is greatly re-
duced, or even *.ithdraw from the labor force. Frcm one point of
view, older workers are most negatively affected by displacement, be-
cause they rarely have the opportunity to recoup the associated losses.
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Thus, displacement late 1n one’s worklite ofien has a permanent nega-
tive economic effect.

The outcomes of older workers’ displacement appear, in general, to
be worse than those of younger job losers. Older workers are more
hkely than young ones to leave the labor force and to cite labor market
discouragement as their reason for not looking for work. For some,
however, such labor force withdrawal, when accompanied by pension
resources, is a “luxury” not available to younger job losers. Still,
having the retirement option does not indicate that an individual has
been spared serious negative consequences of losing a job. Pension
amounts for those workers probably provide only a fraction of predis-
placement earmings.

Researchers have stressed that retirement, particularly when coupled

with some form of pension receipt, provides a socially acceptable way
for some workers to deal with problems of chronic unemploymeat
(Bould, 1980; and Griffith, 1984). They stress that policies related to re-
tirement prior to age 65 should take into account the role of unemploy-
ment in pushing workers out of the labor force into early retirement.

Table 15. Percent distributon of pension receipt of displaced and
nondisplaced workers by labor force status and age, January 1986

i !
" Yot | Employed | Unemployed | eor
Age and pension status . i force
golgnliol !“!le ”l DI!"I
L |
25-54 years “:|oo|1oouoo|1oo|1oo 100 100]100
| |
Pension,no Social Secunty .. 2! 2 2 11 a3l 1] 4! 3
Social Secunty, no pension ... .. 1 2 M 11 2l 1, 8
Both .. . oo .. M M, M, m W MM,
Nether... . . ..... .. o7 9 9 98/ 96| 96/ 95| 89
55 yearsandover .. . 100 100100100 100 | 100 100 | 100
Pension. no Social Secunty . 17 6 17 7! 10, 9! 20| 5
Social Securty, no pension . 18 42 12 16 6' 19 281 83
Both . .. .. ... MW 220 3 5 3; 5 28! 2
Neither . .. .. Ce .. 52337 680 72 82| 67| 24| 18
'W
* Nondwepiaced
(1) Less than 0.5 percent

Source Bureau of Labor Stasescs, Jenuary 1986 Current Populston Survey displaced worker
supplement
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When they do find jobs, older workers are more likely to end up in
part-time employment than are younger ones. Given the higher inci-
dence of voluntary pan-time work among older persons in gencral,
however, this outcome is difficult to interpret. When reemployed at
full-time jobs, older workers are more likely to have experienced wage
losses, reflecting the higher levels of firm-specific human capital they
lose due to displacement. Low wages of women in geseral probably
make wage loss less of an issue for older women than for men, but dis-
placed older women are those most likely to withdraw from the labor
force entirely.

Effects of recessions

Much of the information thus far in this report has relaied to recent
cvents and developments in the work force—events that have ocrurred
during an unusually long period of economic expansion. Evidence sug-
gests, however, that the incidence and severity of labor market prob-
lems experienced by older workers increase considerably in recessions.

Unemployment and displacement increase for all groups during reces-
sionary periods. Older workers’ unemployment tends to rise at a slower
rate than that of central-age workers (sce table 16), although it is not
clear whether the same can be said for job loss. For those older work-
ers who do experience unemployment or job loss during recessions, the
outcomes are often quite severe. As evidence, Shapiro and Sandell
(1984), using National Longitudinal Survey data for older men, found
that the national unemployment rate had a profound effect on their
probabilities of labor force withdrawal and on the duration of unem-
ployment for those who chose to look for work. (Duration of unem-
ployment. of course. rises for ali groups during a recession.) Likewise,
while they found little or no earings reductions for reemployed job
losers during the period of very low unemployment ir the late 1960's,
losses averaged about 6 percent for persons who lost their jobs during
the 1970's. 12

12 This calculation does not include earnings losses for the period ‘without
work, or for persons who were unable to find a job.
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Table 16, Percent increase in the number of unemployed persons during
Varnous recessions, by age

Recessions '
Aoe 1968-70 1973-7% 190082
20-24y0W8 ............. ceoeee 118 . 102 a
25-54 YOMS........ e e e e e+ e 107 120 145
S5yeArs and Over ... ... e, 97 | vl %

' The lﬂw:nmmmm(mwww)hﬂﬁ!
gupw::‘mdvmmmom mmwuwwmwawz.

* The penod from early 1980 10 tale 1962 s treated a3 & singie 76CessoN rathir than &S two
separate ones
Source Bureau of Labor Stabskcs, Current Popuigbon Survey

While other researchers have measured the effects of unemployment
on labor force withdrawal (Bould, 1980 and Griffith, 1984), they do not
compare that phenomennn over the business cycle. It can be inferred,
however, that, if older individuals who experience unemployment have
a high probability of retiring, then such a phenomenon occurs more fre-
quently in recessions, when more people are unemployed.
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Special Problems of Older Women
Labor market reestry

Interest in labor market reentry by middic-aged and older women has
increased in recent years. Key questions include: Why do women leave
the labor force and why do they return? What happens to women who
seck employment afier a period of absence from the labor force? How
many experience unemployment? What types of job offers are avail-
able? What kind of wages do they obtain? What barriers do they face
to reemployment?

Women leave the labor force for many reasons. While rearing chil-
dren is most frequently cited, many leave to care for ailing or elderly
family members or to move from one geographic location to another—
often to accommodate a spouse’s employment transfer (Shaw, 1988).
Similarly, women enter the labor force for diverse reasons. While some
seck employment primarily to gain personal satisfaction, most enter out
of economic necessity—ofien in response to widowhood or 1o separa-
tion and divorce. A husband’s low earnings, disability, or unemploy-
ment can also precipitate women'’s labor market reentry.

Because understanding women's labor market exit and reentry behav-
ior requires that individuals be followed over an extended period of
time, the most useful data come from the National Longitudinal Survey
(NLS). One of the groups surveyed in the various NLS panels was the
mature women'’s cohort, who were ages 30 to 44 in 1967 and were be-

tween 50 and 64 when last interviewed in 1987.
Evidence from the NLS points to a tremendous variation in these

women's worklife patterns and indicates that as many as two-thirds may
have experienced reentry. Shaw (1986) found that among NLS re-
spondents, only 20 percent of women had worked continuously (26
weeks or more each year) from 1967 to 1982, while an even smaller
proportion, 13 percent, had no work experience at all. The remaining
67 percent exhibited various patterns of labor force entry, withdrawal,

and/or reentry,
Labor force reentry rates of adult women have risen substantially in

recent years—that is, those out of the labor force are more likely to
seek employment than they were in the past. According to the CPS
gross flows data, in 1970, 6.1 percent of all women in their late thirties
and ecarly forties who were out of the labor force in an average month
had entered by the following month. By 1987, that rate had increased
to 10.4 percent. Tkis measure of labor force reentry also increased for
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women in therr late forties and fifues. but declined shghtiy for those
age 60 and cver

1t 18 1mportant to note that the experiences of members of the NLS
mature women’'s cohort may be unique 10 their generation. These
women first entered the labor force in the 1940's and 1950's, when most
women were not usually expected or encouraged to work. Marital
status ofter determined their work activity, and women reentering the
labor force had a wide range of employment experiences. Also, black
women were much more likely to have worked than were white
women

In the future. reentrants will have had more work experience than
those before them Women in their twenties and thirties today “ave a
much stronger work attachment than did their mothers or grandmoth-
ers when they were that age: in 1987, 7 .in 10 women between the ages
of 25 and 34 were 1n the labor force. twice the proportion three dec-
ades earlier Also. 1n the future. vanations by marital status and race
will be much less dramatic (Herz. 1988).

Unemployment among reentrants. In 1987, more than a third of all
female jobseekers age 45 and older reported that they were entering the
labor force (primarily as reentrants but also a few as first-timers). This
1s more than twice the proportion of entrants among unemployed men.
In an average week. roughly 180,000 women age 45 and over were un-
employed entrants

While 1t 1s often assumed that labor force reentry necessarily involves
unemploy ment. research using the NLS found that on' about a third
of female reentrants in 1972 experienced a period of unemployment
before finding a job (Jones. 1983) Most moved directly into employ-
ment from out of the labor force—perhaps by being offered a job
through fiiends or other contacts. or by returning to a previous job. In
general. the fewer vears of work experience and education a woman
had compieted. the greater were her chances of being unemployed at
reentry.

Unfortunately. the women most likely to experience unemployment
tend to be those with the fewest resources to finance a job search.
Women who are reentering the work force after divorce or their hus-
band’s dex:h, for example, often do not have recent work experience
(some do not have any) and may lack the money needed to support
themselves or their children during a prolonged job search.
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Wages a1 reentry  The wages of reentrants may be lower than those
of continuous workers for a number of reasons. First, women who take
time out of the labor force lose work expericnce—which generally
leads to higher earnings. Second, workers may suffer some degree of
“skili depreciation,” making them less attractive to empioyers even in
their old occupations. And third, leaving the labor force ceases the ac-
crual of firm-specific human capital. In other we s, in a new job, a
worker 15 often “starung over.”

Estimates of wage loss at reentry have varied widely. Applebaum
(1981) found that vears of schooling complcted, post-school investments
in human capital (especially completing a training program), and types
of jobs held prior to leaving the labor force all affected the level of
wages and prestige of jobs women held after reentry.

The effect of skill depreciation may be minimal. Most studies have
found that when female reentrants are paid less at a new job than they
were before they left the labor force, they quickly catch up (Shaw,
1982 and 1983). The fact that many women earn very low wages both
prior to leaving the labor force and again upon reentrance in licates
that the widespread employment of women, especially older women, in
low-wage jobs, 1s probably of greater concern than is wage loss due to
reentry.

Low-wage employment and occupational segregation

Job search 1s often defined as successful if a job is found, although even
such success may leave women on the economic margin. As table 17
illustrates, in 1987, women age 16 and over who worked full time and
year round had median annual eamings of $17,047, 65 percent of men's
(526,312). Earnings were highest for women in the 35 to 44 age group,
at $19,319, but were still well below those for men the same ages.

Older women eamed even less than women in the central age
group—those in their late fifties or early sixties earned $16,721, and
those 65 or older, $15,200. Furthermore, these full-time, year-round
carnings were higher than those received by the average older woman
worker, as most over age 61 worked either part time, part year, or
both.
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Table 17. Median annual earnings of year-round full-ime workers by scx an:

age 1987

Age ...‘:'.h. Men Women
16 years and over $21.823 $26.312 $17.04”
16-24 years . L 13.143 13,996 12.591
25-34 years . 20,753 23,603 17,237
35-44 years ... . 25.545 30.514 i9.319
45-54 years . . . 25657 32.397 18.356
55-64 yoars. . . 23,959 30.031 16.721
65 years and over 19.418 25382 15.200

Source Bureau of Labor Stanstcs March 1988 Curent Populahon Survey soxcome supoiemen:

Recent media attention has focused on movement 1nto nontraditional
Jobs, yet women are sull concentrated 1n a few low-paying occupations
Fully half of women 1n their late twenties and early thirties, and 6 of 10
of those age 55 and older. are currentiy employed in three traditionally
female job categories—retail sales, admnistrative support (including
clerical), and services (Herz, 1988). These jobs are ofien low-skilled and
pay wages that are well below average. In 1987, the median earnings of
all year-round, full-ttime workers in retail sales were $12,508; in adminis-
trative support, $17.207; and in services, $13,571. In contrast, the na-
tional average for all occupations was $21,680. Private household jobs.
im which older blach women predominate, paid only $6.955—about
equal to the annuahized minimum wage. Thus, for many women, the
best possible job search outcome—f{inding a job—provides only a mar-
gmal level of economic securty.

Several explanauions have been offered for women's occupational
segregation and jow wages Human capital explanations stress the im-
portance of educational levels and work experience. These supply-side
explarations also suggest ithat some women may only be willing to ke
jobs that are compatible with home responsibilities, such as in services
and education. Demand-side explanations usually stress discrimination,
such as 1n hinng and promotion policies (Roos and Reskin, 1984).

From a human capital standpomnt, older women are probably at the
greatest disadvantage in the labor market; on average, they have less
experience than men and less education than both men and younger
women. In 1987, as table 18 illustrates, 4 in 10 women age 55 or older
had not completed high school, compared to only 1 in 10 women be-
tween ages 25 and 34. Only 9 percent of older women had completed 4
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or more years of college; this compared with 16 percent of men age 55
and older and 22 percent of young (25 to 34) women. Educational at-
tainment was especially low among black women age $5 or older, with
fully 66 percent having less than a high school educanion.

Table 18, Emmlanahmemdme%thhonbysexmdselectedms.
March 1

(Percent distnbuton)
! Men L Women
Years of school completed ; 2634 % 26-34 s
) | .

TOTAL . e e . 100.0 1000 ; 1000 1000
Less than 4 years 149 40.7 125 | 399
AYONS.... i 40.3 316 429 + 39.2

CoNOPE: ... . et e crerneenennennes
1todyears. ... ... 198 11.2 221 115
4 YOUrs OF MOTB .............cceenenirarenans 250 164 224 94

Source Bureau of Labor Stadedcs. March 1988 Currend Popuiseon Survey

Explanations for women'’s occupational segregation also focus on em-
ployers’ preferences—such as for a homogeneous work force—and on
formal and informal policies that discriminate on the basis of sex. Even
pohcies that are not intended to be discriminatory, such as promotions
based on seniority and preferences for veterans, often work against the
advancement of women. Also, jobs held by white men are most likely
to provide training. which results in their career advancement (Hofl-
man, 1981). Hence. their employment in low-wage jobs is often only
temporary. The jobs held by women {and black men), in contrast, often
lack such traiming opportunities; and career advancement is frequently
more lateral than upward, locking workers into relatively low-paid em-
ployment (Roos and Reskin, 1984).

The extent of sex discrimination is extremely difficult to measure, al-
though it is clear that women currently in their forties, fifties, and six-
ties have experienced more overt sex discrimination than other groups.
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Prior to the passage of the Civil Rights Act of 1964. emplovers could
advertise positions under sex-labeled classifications. Also, Title VI of
the Act made illegal protective labor laws that limited the types of jobs
women could hold and the number of hours they could work (National
Research Council, 1986, chapter 3). Still, despite legal protections
against sex discnminatio', researchers have found little decline in occu-
pational segregation in recent years; what small changes have occurred
have been limited to young women (National Research Council, 1986,
chapter 2).

Older women may also be subject to age discrimination, particularly
in hiring. A study of age discrimination cases filed under the Age Dis-
~rimination in Employment Act found that lawsuits filed by older
women were most often for discrimination in hiring and promotion,
while older men cited involuntary retirement or termination more often
(McConnzll, 1983). This reflects the fact that older women are much
more likely than older men to be out of the labor force, and, hence, to
be subject to hiring discrimination. Informal networks «nd employers’
contact systems used in hiring are likely to exclude older women, who
have often been cut of the labor force for several years and who may
have had only minimal work experience. Finally, promotion systems
that favor long-service workers are not helpful to middle-aged or older
women who have had fewer years of work experience or have changed
employers upon returning to the labor force. (See chapter 3 for a fur-
ther discussion of age discrimination.)
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CHAPTER J.
Institutional Impediments to Employment of Older
Workers

Much of the discussion of job market problems presented in this report
relates to workers who have lost a job in which they had some career
investment. Most workers, however, end their careers by rer diving any
expected pension benefits at the expected time and retiring. And, as
often reported, the age of retirement has fallen steadily. Early retive-
ment—a term often used to describe retirement that occurs before the
age of 65—has become the norm. In fact, almost 4 of every 5 workers
who obtained their initial awards for Social Security benefits in 1986
were between the sges of 62 and 64, and the vast majority were 62
(Social Security Administration, 1987). Similarly, BLS dsta show that,
by age 62, almost half of all men are completely out of the labor force
(they are neither working nor looking for work) and by age 64, three-
fifths are “retired” by that definition.

The majority of retirements are abrupt, largely reflecting the attrac-
tiveness of retirement to many who have worked since very young
ages. Still, a sizable sharc of workers prior 1o retirement age indicate
that they would prefer a phased retirement. Harris (1981), for example,
found that 36 percent of wcrkers age 55 and over said tht they would
prefer to retire gradually as opposed to stooping work completely. Jon-
drow et al (1987) also cite a number of studies that report workers’
preference for phased retirement. A common finding is that the majori-
ty of workers who say that they would like to work part time beyond
their normal retirement age want to remain in either their same line of
work or with the same employer. Workers quite accurately perceive
that their value to their current employer is much greater than it would
be to a new one, particularly in a new occupation. Also, like most
workers, they are probably more comfortable witk their current em-
ployer than they would be with a new one. In fact, while relatively few
Socual Security beneficiaries work, among those employed part time,
more than half of women and 2 third of mea had stayed with the same
employer (lams, 1987).

Many of those who would prefer to have a phased retirement do not
have that oppor unity, either because of unanticipated events, such »s a
disability or illness or a change in family respoasibilities, or because of
employers’ preferences and pension rules that make such hours reduc-
tions impractical. This chapter discusses various institutional disincen-
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uves to work at older ages i 1s divided into three sections: 1) the
mpact of Social Secunty regulations and gension policies on work ac-
tivity, 2) the market for part-ime jobs after retirement; and 3) age dis-
crimination

e BT BT
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Social Security Regulations and

Pension Plan Provisions

A worker is unlikely to postpone retirement, or to work after retire-
W, if it makes little or no financial sense 10 do %0. Since private and
public pension regulations and policies often disallow or pemalize work
past a certain age, persoas who might work under different rules do not
do so under those in effect. While Social Security regulations have been
modified in recent years to eliminate some of the built-in disincentives
to emplcyment, private pensions have trended in the other direction,
making early retiremem increasingly attractive. How do such rules and
regulations influence workers’ decisions on whether or not and how
much to work?

Social Security

By the late 1970's, it had become apparent that the Social Security
system would be facing serious financial difficulties in the 1980's and
beyond. Expenditures of the Old Age, Survivors, and Disability Insur-
ance (OASDI) program had exceeded revenues since 1975. The pro-
gram needed approximately $150-5200 billion to continue to be finan-
cially viable through the 1980's, and deficits over the next 75 years
were estimated at 1.8 percent of taxable payrolls. A series of quick les-
islative measures (such as reallocation of Social Security program
funds) were passed at the same time that hroad reforms to improve the
system were being deve'oped. In 1982, the bipartisan National Commit-
tee on Social Security Reform provided recommendations for sweeping
reforms. The resuiting legislation—the Social Security Amendments of
1983—incluaed several ~~forms designed to reduce disincentives to
work and to encourage .ider persons to remain in the labor force
(Svahn and Ross, 1983). How the current program works, what evi-
dence of work disincentives exists, and long-term reforms to the pro-
gram and their potential effects are discussed below.

How the cyrrent prozzam works.  Social Security benefits are a functior
of lifetimé earnings. Iri determining benefits, annual eamings between
1951 and the year of retirement are averaged and adjusted for inflation
to derive an Average Index of Monthly Earnings (AIME}. A benefit
formula is then applied to this AIME to determine an individual's full
benefit amount—or Primary Insurance Amount (PIA). The percentage
of the PIA that an individual actually receives depends on both age of
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retirement and, if ke or she continues to work. current earnings (Social
Security Administration, 1987).

Currently, individuals are eligible to receive full benefits (equal t0
100 percent of PIA) at age 65—the “normal™ retirement age defined in
the Social Security program. Reduced benefits equal to 30 percemt of
the PIA are available at age 62. For every month after age 62 that re-
ceipt is deferred, the 20 percent early retirement penalty is reduced by
0.56 percent (or 6.67 percent per yrar) so that the full PIA level is
earned at age 65. If an incividual chooses to continue working beyond
age €5, he or she receives a delayed retirement credit of 3 percent per
year. For example, a person working (and deferring Social Security re-
ceipt) to age 68 could expect to receive benefits equal to 109 percent of
his/her determired PIA.

Workers may earn up to a specified exempt amount before their
Social Security benefits are veduced. Currently, Social Security recipi-
ents younger than age 65 can eam up to $6,120, after which their bene-
fit amount is reduced by $1 for every $2 eamned. Workers between ages
65 and 70 can earn $8,400 before being subject to benefit reduction-.
After age 70, the earnings test no longer applies (Social Securit, Ad-
ministration, 1987).

Disincentives to work. Studies have been conducted that examine the
extent to which these rules may limit the work activity of older per-
sons. A recent study by Fields and Mitchell (1987) examined the benefit
stream availsble to an “illustrative” worker at various retirement
in 1982. The researchers found that, although the level of benefits in-
creased for each year of additional work, gains from additional benefits
were more than offset by the fewer number of years of benefit receipt.
In fact, the present value of total future benefits for a person who con-
tinued working until age 68 was only 90 percent of that for a worker
who retired at age 60. This “penalty” for retiring at 68 is largely the
result of the 3-percent delayed retirement credit, which is far below the
actuarially neutral level (the level at which the value of benefits for an
average worker would be the same regardless of when he or she re-
tires). Thus, they concluded, the current system provides incentives to
retire before the age of 65 rather than after. Other studies (Hall and
Johnson, 1980; Burkhauser, 1980) have found similar results.

Thz impact of the earnings test 00 work activity has also been widely
examined. One study found that msle Social Security beneficiaries in
1982 had median carnings of $4,391—just below the $4,400 earnings test
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level that year. Beneficiaries between ages 65 and 71, who could eamn
up to $6,000 before benefits were reduced, !* consistently had higher
earnings than recipients younger than age 65 (lams, 1937). Median earn-
ings for men ages 65 to 71 were $5460. Also, Burtiess and MofTitt
{1985) found that workers kept postretirement hours to the level at
which total earnings equaled the exempt amount. Such an avoidance of
earnings in excess of the exempt amount is understandshle. Not only
would half of any excess earnings be lost through Socia! Security re-
ductions, but earnings would also be subject to Federal, State, and local
income taxes as well as Social Security withholdings. Another oft-cited
effect of the earnings test is that it might entice some persoms to work
“under the table” who might otherwise have paid Social Security and
income taxes on their earnings.

It is still not clear, however, to what extent Social Security encour-
ages retiremert or discourages continued work. In fact, some resesrch-
ers believe that the method of calculating Social Security benefits may
cause some workers to delay retirement. Because the most recent (and
presumacly highest) years of earnings are averaged in benefit computa-
tion, some researchers have concluded that workers may choose to
work later, replacing low earnings years with higher ones and subse-
quently increasing their Social Security benefit (Blinder, Gordon, and
Wise, 1980).

Changes in the program. The Social Security Amendments of 1983
contained several long-term provisions designed to remove work disin-
centives. These included the following (Svahn and Ross, 1983):

1)  An increase in the normal retirement age. The retirement age at
which beneficiaries are eligible to receive full benefits will in-
crease by 2 months per year for persons reaching age 62 in
2000-2005, will remain at 66 for those reaching 62 between
2005 and 2016, and will increase by 2 months per year for per-
sons reaching age 62 in 2017 to 2022. The normal retirement
age will remsin at 67 for those reaching age 62 after 2022.

13 In 1982, workers were subject tc an earnings test until age 72. Current-
ly, benefits are not reduced for earnings after age 70.
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2)  An increase in the early retirement penaliy. Reduced benefits
will continue to be available at age 62, but reduction factors
will be revised to a maximum of 30 percent (for workers enti-
tled at 62 when normal retirement age is 67) compared to the
prior 20 percent.

3)  An increase in the delayed retirement credit The delayed retire-
ment credit will increase by half a percentage point every other
year from 3 percent for worke.s age 62 prior to 1987 to 8 per-
cent per year for workers age 62 after 2004.

4) A decrease in the withholding rate under the earnings sest. Begin-
ning in 1990, the withholding rate will decrease from $1 of
cvery $2 above the exempt amount for persons who attain full
retirement age to $1 of every $3. Beginning in 2000, the age at
which this occurs will increase as the normal retirement age in-
creases.

Potential effects of the changes. Most analysts believe that changes in
retirement ages as a result of this legislation may be very small. This 15
clear when the changes are dissected. For example, while earnings
above the exempt amount will be subject to a one-third offset under the
new law rather than the present one-half, those earnings are also sub-
ject 1o Federal, State, and local taxes and Social Security withholdings.
Thus, the system still provides disincentives to exceed the exempt
amount.

Gustman and Steinmeier (1985) studied the potential impact of 1983
reforms and concluded that “in comparison with the previous rules, the
1983 rules, when they take full effect, should have a fairly small impact
on the number of people working full time and the number retired
before age 65, but at age 65 and thereafter, the percentage of individ-
uals working full time would be noticeably increased {largely due 1o the
scheduled increase in the delayed retirement credit] and the percentages
working part time and retired would both decline.” In another study,
Fields and Matchell (1986) found that increasing the normal retirement
age from 65 to 68 (although the legislation only raises it to age 67)
could be expected to increase average retirement age bv only 1.6
months. They also found that the largest increase (still only 3.1 months)
occurred when the percentage of total b.nefius received it age 62 was
reduced from 80 to 55 percent (the reforms only reduced the percent.
age to 70 percent) and the delayed retirement credit- was increased to
20 percent (from the current 9 percent) at age 68.
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Other Pensions

Another factor that would limit or completely offset the effectiveness
of any changes in Social Security reguiations is that retirement deci-
sions are rarely based on Social Security benefit levels alone; they also
depend, among other things, on preferences for leisure over work, on
bealth siatus, and on other income sources. Though most workers can
no loager be forced to retire becamse of their age, many other provi-
sions in pension plans encourage workers to retire at specific ages, ofien
well before the normal retirement age of 65 in the Social Security pro-
gram. And, as Beck (1985) found, in general, it does not take large
amounts of pension income to induce workers to retire.

Retiremen: provisions. While individuals are not eligible for full
Social Security benefits before age 65, normal (full-bemefit) retirement
ages in private and other governmest pensions tend (o be much earlier.
In recent years, retirement programs have become increasingly Nberal,
allowing full benefits at earlier and earlier ages. Seventy-nine percent of
pension plans surveyed by the Bureau of Labor Statistics in 1983 hed
RO minimum retirement age or provided full benefits at age 62 or earli-
er, up from 35 percent in 1974. And 37 percent of those plans allowed
for full-benefit retirement as early as age 55, usually with 30 years of
service (Bell and Marclay, 1987).

Almost all private pensions surveyed by BLS in both 1974 and 1983
permitted early retirement, although at reduced benefits. Over the
1974-83 reriod, however, both age and years-of-service requirements
for early retirement declined. In 1983, the length of service required for
early retirement (with reduced benefits) at age 55 averaged 7 years and
2 months, down from 10 years and 3 months in 1974 (Bell and Marclsy,
1987).

Individuals who opt for early retirement usually receive reduced ben-
efits. However, reduction percentages are not always actuarially neu-
tral; the greater number of years of pension receipt (due to early retire-
ment) often more than offset any decline in benefits. Similarly, accrual
beyond normal retirement age for those who delay retirement is often
less than actuarially neutral and acts as a substantial disincentive to con-
tinued work.
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Recently, several studies of pension plan incentives have been con-
ducted. Fields and Mitchell (198/) examined 10 pension plans from the
1978 Benefits Amounts Survey and found that, in five, the present
value of net pension benefits (for a: “illustrative™ worker) was greatest
for workers retiring st age 60. Four of the 10 plans paid the highest
benefits at age 61 or 62, and the remaining plan & age 66. Alo, in a
study of more than 2000 pension plans, Kotlikoff and Wise (1984) found
that plan provisions strongly discouraged work after a normal retire-
ment age, and some after an carly retirement age. Coatinued work does
provide additional earnings; howev-y, the fcregome pension benefits (as
with deferred Socis® Security benefits) result in an implicit tax on eam-
ings which may be as high as 100 percent (Kotlikoff snd Wise, 1987).
peusion accrual altogether. Although the Omnibus Budget Act of 1986,
prohibited the denial of pension accrual for persons over age 65, caps
are still permitted on years of service that may be counted toward a
pension and on total benefit levels (Moore, 1988). These provisions ef-
fectively reduce compensation for persons who continue working after
reaching either the maximum levels of credited service or pension bene-
fits.

Combining pensiuns and Social Security. Not only do pension plans pro-
vide different options and retirement incentives than Social Security,
but, in many cases, pension berefits are derived using a formula that
accounts for Socizi Security benefits. Thus, changes in Social Security
policy designed to alter work patterns may be undermined by the struc-
ture of pensio plans.

A 1986 suivey of employee benefits in medium and large-size firms
found that 62 percent of all full-time participants in defined-benefit pen-
sion plans were in plans “integrated,” or combined, with Social Securi-
ty in some way (U.S. Bureau of Labor Statistics, 1987). Sixty-nine per-
cent of the employees in these integrated plans had offset provisions;
pension benefits were derived as s function of Social Security payments
(usually pension levels were reduced by 50 percent of an individual's
Social Security benefit). For example, workers with expected pension
benefits of $8,000 and expected Social Security benefits of $2.000 would
actually receive pension benefits of $7,000—that is, $8,000-(.50 x
$2,000) in addition to their $2,000 Socia! Security benefit. In this way,
public policy efforts to increase incentives 10 woik by reducing benefits
would be countered by a 50-percent incrcase in private benefits. A re-
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duction of $1,000 in Social Security benefits, for example, would be
countered by a $500 corresponding increase in pension benefits. Plans
with excess formulas also recognize.the structure of Social Security
benefits and attempt 10 increase benefits to workers with higher sarn-
ings (whose Social Security benefits replace a smaller share of carn-
ings). This is accomplished by applying higher benefit accrusl percent-
ages to earnings above a specified limit—usually equai to th~ Social Se-
curity taxable maximum (Bell and Hill, 1984).

Some retirees receive supplemental benefits to their pensions to com-
pensate for retiring prior to cligibility for Social Security payments. A
1984 BLS survey of pension plans found that 11 percent of all plan per-
ticipants could receive supplements upon early retirement. Ten percent
were cligible for supplements on top cf their full benefits if they retirad
“normaily” before age €C—when they would become eligible for re-
duced Social Security benefits (Bell and Marclay, 1987). These supple-
mental payments are often equal to or greater than Social Security ben-
efits. Each of these pension provisions which integrate Social Security
and pension benefits may mitigate any changes in incentives that Social
Security reforms are intended to produce.

Recently, rescarchers have begun to compare the incentive effects of
Social Security and private pension provisions on individual retirement
decisions. A study by Stock and Wise (1988) modeled the ret:rement
behavior of employees in a large firm and found that increases in the
firm’s early retirement age would dramatically reduce the number of
workers retiring by age 60. In contrast, the effects of changes in Socia!
Security rules would be minimal. Also, the researchers concluded that
“Changes in Social Security provisions that would otherwise encourage
work~-s to continue working cen easily be offset by countervailing
changes in the provisions of the firm’s pensicn plan.”

Early Retirement Incentive Plans

Early withdraws! from the labor force has expanded with the increas-
ing use of Early Retirement Incentive Plans (ERIP's). {These allow
workers to retire earlier than the normal terms of their pension plans
would allow. Typically, ERIP’s either liberalize the requirements for
pension ehgibility or provide employees with richer pension benefits.

49

227



2

Some also offer early reurees either a continuation or an improvement
In medical “overage after their separation from service. ERIP's are
typically offered for only a short period of time, after which the normal
pian rules apply.

ERIP’s, in many ways, are simply an extension of the trend toward
carly retirement made possible by pension plan provisions already dis-
cussed. The key issue related to ERIP's is whether they are truly vol-
untary: Do workers perceive turning down these offers as being 2
viable option? Are workers satisfied with the early retirement decision”

Two fact: are critical to the discussion of ERIP’s. First, no one
knows how prevalent they are. The few surveys of employers conduct-
ed to date cfien are not representative samples of all employers, and
often have low response rates; hence, the results of reporting firms may
not reflect those of all firms.

Second, and probably the most important for policy considerations, it
is difficult to distinguish between voluntary and involuntary separations
that occur a: a result of these plans. One study of ERIP's indicates that
companies, workers, and unicns have embraced them (Mutschler et al,
1984). At the same time, a study counducted for the Public Policy Insti-
tute of the American Association of Retired Persons (AARP) concludes
that such pians are primarily “older worker termination programs”
(Meier, 1986) and that neither the individuals involved nor the Nation’s
interests are well served by them.

The plans seem to be voluntary to the extent that available data show
that the majority of eligible workers do not accept them. A study b
Hewitt Associates (1986) indicates that, on average, about a third of
workers accept ERIP's when offered. Some companies, though, have
had far more workers accept these offers than they had expected, caus:
ing a damaging loss of experienced personnel. On the other hand, the
numerous lawsuits related to these plans suggest that some older work-
ers view them as forced retirement schemes (Fay, undated).

The Hesvitt Associates’ analysis of the prevalence of ERIP's is the
most exteasive to date. Of the 52¢ companies responding to their 1985
survey, 4 third reported that they hed utilized early retirement windows
(wherz the employee is given a specific period of time in which to
decide whether to retire with the improved benefit package) or other
types of voluntary separation plans. About 40 percent of the companies
that had used ERIP’s had offered them more than once. Plans were of-
fered far more frequently by the largest firms than by smaller ones;
over half of companies employing more than 25,000 persons had used
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them. And, as mentioned above, about a third of all eligible employees
accepted these offers, although about 1 in 4 plans had acceptance ratss
of at least 75 percent.

Employees’ views of such plans are difficul’ to interpret. The AARP
report makes no mention of ERIP’s as a welcome offer to many older
workers who may view retirement quite positively. Yet substantial
numbers of workers welcome the opportunity to retire earlier thas
“normal.” In a survey of workers age 40 and over conducted for
AARP by the Gallup Organization (AARP, 1986), 41 percent of all
workers surveyed responded that they would be likely to accept incen-
tive offers for early retirement. Affirmative responses were most
common among workers with high levels of income and education.

Mutschler, Schultz, and Leavitt (1984) studied persons who had re-
tired with and without special incentives from an unidentified Fortune
500 company. They found that employees clearly responded to the eco-
nomic incentives of the ERIP's under study—the better the retirement
package, the more likely workers were to accept it. Also, there was no
evidence that those accepting the offer had suffered financially as a
result (which would have indicated coercion); however, the authors did
express some concern over the long-term effects of inflation on the
value of retirees’ pensions. Other than this study, little is known about
the conditions rnder which workers accept ERIP’s and the outcomes
of that decision.

As with unemployment, the hazy distinction between voluntary and
involuntary retirement makes analysis of 2 key labor force issve diff-
cult. The voluntary nature of ERIP’S may not even be a static concept.
An individua! who had positive views about accepting an “early out”
at the time of the offer may have a very negative view after the fact, or
vice versa. While it certainly is possible to better quantify the use of
ERIP’s than has been done so far, to evaluate the effect of these pro-
grams on workers’ financial and nonfinzncial well-being would be far
more complicated.

In summary, the incentives in Social Security and private pension
policies do not always operate in the same direction. Changes in Social
Security rules passed in 1983 were Cesigned to increase work incentives
for older persons, although most analysts expect them to have only a
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minor impact on retirement ages. This is largely because the changes
themselves do not dramatically slter the basic wncentive structure of
Social Security. In any case, any changes in Social Security regulations
may be offset by pension plan provisions that encourage retirement or
penalize continsed work activity. It is unclear exactly what long-term
impact Social Security reforms will have on the work activity of older
persons; however, it is clear that private pensions have not followed
Social Security's lead in encouraging later retirement. While pension
policies_ttat allow retirement well before age 65 are undouwbtedly at-
f;inydduwkmmmwho might prefer to coatinve to

part time often do not or cannot. Some ressons for this are dis-
cussed in the next section.
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The Market for Part-Time Jobs

Many observers have noted that older workers are ofien faced with a
choice of whether to continue full time in a long-held job or to com-
pletcly withdraw from the labor force; the majority reject part-time
employment, which usually pays low wages and provides very few
benefits. Whether or not part-t‘'me work by older persons will become
more common in the future depends on many diverse factors, including
pension and Social Security regulations that determine levels of non-
wage income and place restrictions on employment; the characteristics
of pari-time jobs; and the preference for leisure over work at older
ages.

Relatively few older persons work after beginning to receive retire-
ment benefits, and those who do usually have very low levels of non-
wage retirement income (McConnell, 1980). Many older men, however,
despite very small pension benefit levels, still do not seek employment
(Beck, 1985). According to data from the Social Security New Benefi-
ciary Survey, fewer than 1 in 4 persons was employed at all 18 months
10 2 years after first receiving retired-worker benefits (Iams, 1987).
Also, as pointed out in an earlier section on discouragement, among
those who are nor in the labor force, 95 percent respond to the CPS
that they “do not want a job now, either full or part time.”

Does this low level of work activity beyond retirement mean that
older persons simply do not want to work, or is it a reflection of poor
employment options? While the preference for leisure over work is
very strong for many older persons, it is also possible that many say
they do not want to work because they see only very limited choices.
As discussed previously, substantial institutional barriers—especially the
Social Security earnings test—provide strong disincentives to full-time
work at later ages. And pension provisions often make continued work
for one’s employer unjustifiable. Older workers, then, are ofien fun-
nelled into the part-iime job market, where options are frequently limit-
ed to low-paid employment. The solution, many argue, would be to
expand opportunities for part-time work to include jobs that are well
paid and provide nonwage benefits (McConnell et al, 1980; Kahne,
1985).

There is httle doubt that part-time work done by older workers is
usually low paid. Researchers have found that hourly wages tend to de-
cline about 30 to 40 percent when hours are reduced from 35 to 20
(Jondrow et al, 1987). However, low pay is not necessarily evidence of
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age discrimination. In fact, Jondrow found that “...the scarcity of well-
paid part-time jobs is not a matter of discrimination agsins® clder work-
ers; such jobs are scarce throughout the ecomomy (p. 96)."

A primary resson for the scarcity of well-paying part-time jobs is the
high cost of such schedules %0 employers. Training costs, for example,
are largely identical for full-and part-time workers, as are many admin-
istrative costs. A short workweek raises the hourly costs to employers
for such expenses. In contrast, jobs that generally require little training
do not significantly raise the costs to employers of offering part-time
schedules, especially if th: benefit packages are more limited than those
given full-time workers. These jobs, by their nature, are usually low
skilled and provide low pay.

Whether such a restrictive market for part-time jobs for older per-
sons is the only possible scenario is still open to question. Hilda Kahne
(1985). in her book Reconceiving Part-Time Work, distinguishes be-
tween “New Concept™ part-time work and “Oid Concept™ work. The
latter was described above—work at very low pay rates, often in Jow-
wage industries, and with few benefits. The former, Kahne envisions,
would be work done in the full range of industries and occupations and
would generally provide pro-rated full-time wages and benefits. Kahne
presents a convincing argument for the potential interest for such em-
ployment from the older workers’ point of view; however, she does less
to explain how such jobs make sense for employers, particularly those
not facing labor shortages. For now, at least, it appears that such “New
Concept™ job market offers lag behind workers’ desire for them.

As the younger population has declined and the growth ra*~ in the
female labor force has slowed (Fullerton, 1987), some service-sector
employers have begun to target jobs to older workers. Such employ-
ment will be attractive to a narrow range of elderly persons, however,
as it is typically part-time work with few fringe benefits. While wide-
spread worker shortages may occur in the future (see, for example,
Olson, 1981), their effect on employment opportunities for clder work-
ers is difficult to predict, particularly in the context of today's institu-
tional structures that strongly favor early retirement.
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Age Discrimiration

When any group's labor market experiences are found to be inferior t0
another’s, the issue of discrimination is always a subject for discussion.
However, discrimination is one of the most difficult labor market influ-
ences to identfy and quantify. This is because it is difficelt 40 discern
whether Fatween-group differences in earnings or waemployment, for
example, are the result of discrimination or of real differences in pro-
ductivity or lubor market goals. These measurement problems have k-
ited the amount of rxsearch conducted on age discriminationa in employ-
ment. Yet, if asked, virtually everyone would suggest that discrimina-
tion does take plece in the j - market—that hiring, trsining, and pro-
motion decisions involving 0.  persoms are not entirely age, sex, and
race ncutral.

Regarding the eamings of older workers, Wanne. and McDosald
(1983), using NLS data for mature men, found that as the men in the
sample aged between 1966 and 1976 (and gained tenure aad experi-
ence), they had a substantial decline (in real terms) in cernings. This oc-
curred during & period of sizeble increases in earnings among all work-
ers. The poor earnings performance among older workers was deter-
mined to be unreiated to any decrease that might have been associated
with job changing. The authors identified three theoretical explasations
for this. First, human capital theorists in economics wocld attribute the
lower eamnings of older workers primarily to lower productivity, per-
haps related to skill obsolescence and employers’ reluctance (o invest in
the upgrading of those skills. This would scem ressonsble, givea the
relatively short payoff time for such an investment. Second, equity
theorists in sociology argue that v s reflect not omly productivity,
but alwo need, and that declining wages at older ages describe a legiti-
mate lifetime earnings profile. Workers’ preferences for increased lei-
sure (largely sssociated with declring financial need) may partly ex-
plain the earnings profiles of older workers found by Wanmer and
McDonald. Although their methodology accounts for reductions in the
number of weeks worked, by their own admission, they may have
missed some of the hours effect, such as by not incorporating older
workers’ lower propensity to accep? overtime work.

Wanner and McDonald prefer a tiird explanation: Employers assume
that older workers will accept lower levels of salary incresses, or fewer
of them, because older persons’ ability to find comparable alternative
employment is quite low. Certainly, human capital theorists would
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agree that workers accumulate extensive firm-specific human capital for
which a rew employer wouni be unwilling to compensate them. Mc-
Conanell (1983), in his sssessment of age discrimination, alvo hi

this decline in leverage for older workers brought ahout by their high
cost of job switching.

In examining the wage decline for workers who were forced to look
for a new job, Shapiro and Sandell (1985), also vsing NLS data for
older men, found little evidence of discrimination. In fact, they deter-
mined that about 90 percent of any loss in camings in workers' new
jobs reflected a loss of their firm-specific human capital. While this is a
real and importast earnings loss for many workers, it cannot be said
that such earnings declines are the result of unfair practices by employ-
ers, who would nct be expected to pay for skills, knowledge, or experi-
ence that are not specifically transferable to a new job.

It is interesting to examine workers’ own perceptions of discrimina-
tion. In the previously mentioned survey conducted by the Gallup Or-
ganization in 1985 (AARP, 1986), a sample of workers age 40 and over
was ssked whether they had experienced age discrimination. Only
about 6 percent answered in the affirmative, most of whom said that
they had been denied a promotion or a chance to get ahead because of
their age. The perception of age discrimination increased with age—4
percent of workers in their forties felt that they had experienced age
discrimination, compared with 10 percent of those age 63 and over. It
is not clear whether the greater affirmative response for the older
group represents increased discrimination with age (though it seems
reasonable that this would be the case) or whether it is because they
had more years in which they could have been the victims of discrimi-
nation. A shortcoming of this survey, and most others, is that respond-
ents are employed persons only; thus, those who may be unemployed
or out of the labor force who have been victims of age discrimination
are not ‘ncluded. These may be the groups of older perions who ~ave
been wsust hurt by discriminatory employment practices.

Further insight into age bias comes from emp.oyers’ perceptions of
older wor"ers. Rosen and Jerdee (1985) found that many managers ex-
hibited age discrimination in their personnel decisions. They asked
6,000 read~r< of Harvard Business Review (most of whom were in man-
agement prsitions) to make management decisions in seven hypothetical
cases. In half of the respondents’ questionnaires, the worker in question
was a younger person; in the other half, an older one. Except for the
age of the workers, the scenarios were identical. In the almost 1,600
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returned survey forms, respondents consistently made different hiring,
promotion. disciphine, and training decisions based on the stated age of
the worker in question. Yet in a final set of questions. respondents indi-
cated a very high level of support for nondiscriminatory business prac-
tices. Interestingly, respondents age 50 and over were consistently more
supportive of the older worker than were youager respondents, from
which the authors concluded that an older worker's best prospect for
fair treatment appeared to be working for an older supervisor.

The above research and other similar work suggest that age discrimi-
nation may 2xist among persons who make decisions about older work-
ers’ employment and advancement opportunities. Nevertheless, relative-
ly few older workers say that they have been the victims of age dis-
crimination. Few older workers find themseives looking for a job,
where they would be most exposed to discriminat on. Also, their high
levels of experience on the job may provide many older workers with
the skills and abilities that keen them from being marginal employees.
Researchers indicate, however, that it is the poor performer who is
most likely to perceive discrimination. In addition, the promotion ex-
pectations (or desires) of some workers may decline with age. often due
to a desire to stay in a “comfort zone™ toward the end of a career.
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CHAPTER 4,
Conclusions

One of the most important findings of this report is that compering the
incifence of job market problems for labor force groups with very dif-
ferent options, firancial requirements, and motivation: may be more
complex than is ofien recognized. Most research on the labor market
problems of older workers has come 10 the same conclusions: 1) oider
workers are less likel; than younger ones to lose their jobs, and 2)
when they do, it takes older persons cousiderably longer to find a job.
While these outcomes are plausitie, research for this report suggests
that older workers may not be as prctected from job loss as is often
assumed, or is often inferred from their very low unemployment rates.

The analysis of many measures of labor market problems is compli-
cated by the fact that some older workers follow job loss or an unsuc-
cessful job search by retiring. As a result, unemployment rates under-
state older workers’ job market difficulties; many older job Josers, for
instance, never become unemployed. Also, data on duration of unem-
ployment may not accurately portray the difficulties older persons have
in finding work. That is not to say that those older job Josers who do
h- = the option of retiring are hurt less than others by job loss. Eamn-
ings loss, for many, maybe even most, has serious long-term financial
consequences, and retirement after losing # job may simply be a socially
accepiable alternative to an extended period of unemployment.

Over the past 2 years, there has been an explosion of interest in the
data problems related to older persons, cspecially those related to
social, economic, and health issues. The Interagency Forum v Aging-
Related Statistics—composed of Federal agencies with an inieresi in the
area—has been active in assessing data needs and planning sirategies for
mecting these needs. High on the agenda has been the expansion of lon-
gitudinal data on the elderly. The importance of such data can onlv in-
crease as the baby-boom generation approaches retirement .

Another major finding of this report is that labor suppiy factors may
be more important in explaining labor market diffcrences between
groups than they are usually credited for. Whenever a labor market
measure, such as earnings or unemploymant, indicates [hat one group is
better off than another, demand issues—discrimination, in particular—-
are often offered as the reason for those differences. This is not to »z,
that age bias is not 4 deterrent to the employment of some 'der *vork-
ers—it cerininly is. However, the fact that many healthy older persons
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may be happy not working 1s often overlooked. many reurees arc firm
in their preference for leisure over earmings. For those who may prefer
to work. however. pension rules or job market reahties severely hmit
their options and opportunities.

Institutional barriers to employment. Many retirements that appcar on
the surface to be purely voluntary probably occur among individuals
who would have preferred to continue working. Often, workers express
preferences for continued employment after they retire. Yet, when the
time comes, the majority go directly from full-time, career employment
into complete retirement, without any phase-out period. Most who do
enter the part-time job market quickly find that their value to employ-
ers has been eroded to the point where employment is not a viable
option. .

Such a paucity of acceptable part-time job opportunities is not neces-
sarily the result of age discrimination; part-time jobs tend to pay low
wages for everybody. Employers are reluctant to offer part-time oppor-
tunities in many jobs, particularly those at higher levels, because admin-
1strative and training costs often make it expensive, on an hourly basis,
tc hire part-time help. As a result, jobs for which part-time opportuni-
ties are readily available tend to be those that require little training.
Most often, these are low-skill jobs that tend to pay low wages.

The worst “pay cut” occurs when a worker looks for a job in a dif-
ferent occupation than the one from which he or she retired. In that
case. an employer might offer little or no more than an entry levet
wage. because the individual is, indeed, a new entrant to the occupa-
tion. Even if an employer did place some value on the older person’s
past experience, the upper limit of wages in most part-time jobs is well
below those 1n full-time ones.

The best scenano, then, for older workers who with to stay em-
ployed 1s continuing with their long-term employers (or at least in their
same occupations). to whom they would retain the highest value. In
fact. workers near retirement age say that they would prefer to have a
phased retirement. particularly with their current emplover (Jondrow,
1987). This rarely happens. however, for many reasons. Workers who
continue to work beyond the age at which they could retire often pay &
steep price for that work. Historically, private pension plans allowed
for :0 additional accrual of pension benefits beyond a certain age.
While recent changes in pension law prohibit thar practice, other provi-
sions still allow for workers to be penalized for continued employment.
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Abo, Social Security i, “'ations provide a very small additional benefit
for those who choose to defer seceipt until after age 65; at present, the
delayed retirement credit is only 3 peroent for each year of work alter
age 65. Wiile the 1983 Social Secwrity Amendments will raise that
credit in future years, eventually to 8 percest, such an increase does not
apply to those curreatly making retirement decisions.

If workers choose to receive Social Security benefits and to continue
working, they typically will keep ecamings below the exempt amount—
beyond wirich beaefits are reduced one dollar for every two dollars
camned. That threshold is currently $6,120 for benefiiaries ages 62 to
64 and $8,400 for those ages 65 to 70. Such an offset, coupled with
taxes on thet income, makes it unreasonable for most workers to coatin-
ue in their full-time jobs while receiving Social Security retirement ben-
efits. Thus, those who wish to continue 10 work geserally must choose
whether to keep working full time and defer their Social Security bene-
fits (and, hence, have the present valee of those benefits decline each
year), or to receive benefits and be limited in the amount they can eam.

Conflicting attitudes toward work and retirement. No consensus now
cxists among the Federal Government, private employers, and worken
on a need to push up the normal age of retirement. However, two key
actions iniended to enable workers to extend their worklives have been
taken iu recent years. The Age Discrimination in Employment Act now
forbids the forced retirement of workers in most occupations at any
age. Also, because of both shirt-and long-term problems in funding the
Social Security retirement trust fund, the 1983 Amendments to the
Social Security Act increased the penalties for those who retire early
and decreased pemalties for those who choose to continue working.
Some of these changes, however, will be phased in over several dec-
ades. In fact, in the near future, neither legislative effort is expected to
have a substantial effect on workers' retirement patterns.

Other ressons besides pension funding issues have been cited as justi-
ficatior for older retirement ages. An ofien-used rationale for raising re-
tirement ages is that, since peopic are Living longer, they are healthier
and thus better abic to work more years. Yet that conclusion may be
inaccurate; people are living longer, but they may not be healthier.
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Such z: :n:rzase in lifespan may be associated with longer periods of
chronic 1:z2ss and dependency rather than additional years of well
being and independent functioning (National Research Council, 1988).

Some promunent participants in the retirement-age discussion believe
that the decline in work activity among older persons is innately bad
because it relegates older persons to an unfulfilling retirement with aeg-
ative consequences for both physical and mental health. This view does
not reflect the preferences of the millions of Americans who are pres-
ently looking forward to retiring from what is ofien, for this genera-
tion, physically demanding work. Having a fair opportunity to continue
in meaningful emplryment is quite different from being penalized for
not doing so.

Looking ahead Over the last few years, retirement ages seem to have
stabilized, or edged up slightly (Moen, 1988). Such a pause in ihe long-
term downtrend is not unusual during an extended period of economic
expansion. It is too early to predict with confidence that retirement
ages will soon begin to rise. Changes in the benefit structure of Social
Security will have only a minor impact on retirement ages if employers
and employees continue to prefer earlier retirement ages.

Over the next few decades, several factors might lead to both ex-
panded demand for older workers and increased desire by older persons
to continue on the job. Most importantly, the changing demographic
makeup of the population will restrict the supply of labor; labor force
growth is projected to expand at only half the rate during the 1986-
2000 period that it did in the prior 14 years (Fullerton, 1987). Perhaps
more and mo.e employers will follow the lead of those few who have
already developed programs designed to provide aitractive, often inno-
vative, work options for retirement-age workers. 4

In addition, with esch successive generation of older workers, fewer
will have worked in physically demanding jobs and more will have the

14 It 1s often argued that such improved employment offers in response to
iabor shortages will serve to raise older workers’ labor force participation
rates. This may be the case in the short run. In the long run, however, the
opposite might occur. Employers faced with labor shortages must
for a full age-range of workers, not just older ones. They do that by making
the employment package mor: attractive, generally through higher wages or
improved benefits. One of the benefits that might prove attractive to younger
workers would be better pension benefits, which would eventually lead to
even earlier pension receipt.
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educational background, particularly a coliege education, that will
allow them more flexibility in the job market. Such profiles generally
are associated with relatively high participation rates and late retire-
ment.

The factor that will most strongly influence the job market for older
workers is the overall pace of economic expansion, which directly af-
fects job creation and unemployment. If employers need older workers,
they will create ways to both attract and retsin them. Today, clearly,
employ===' perceptions are often that okder workers' early retirement is
an attractive way to make work force adjustments, perhaps even avoid-
ing layoffs, and to cut labor costs. In that environment, older persons
may be pushed from their jobs. Some will have adequate financial re-
sources, while others will be in a more precarious situation.
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Appendix: Method for Estimating Duratioa of
Unemployment from CPS Gross Flows Data

The probability of leaving, or escaping, unemployment is the sum of
the probabilities of going from unemployment to employment and from
unemployment to not in the labor force:

UE +UN
PESC= ———,
U(t-1)

where pESC is the probability of escape, UE and UN are the protebil-
ities of going from unemployed (U) to employed (E) and not in lsbor
force (N), respectively, between months t-1 and t, and U(t-1) is the
number of unemployed persons in the previous month. The expected
duration of a completed spell of unemployment is the reciprocal of the
probability of escape:

E(D)=1/pESC,

where E(D) is the expected duration of a completed spell of unemploy-
ment (Rones, 1983; and Bowers, 1980). This technique assumes that un-
employed persons, regardless of their current length of joblessness,
have the same probability of escape—that is, the probability of escape is
independent of duration.

The estimates computed from the above formula are based on monthly
escape probabilities. A calculation of a completed spell in weeks would
be:

E(D)= x 4.3,

PESC

where 4.3 is the number of weeks in the average month.
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The equation for the calculations for the expected duration of a suc-
cessfully - ompleted spell of unemployment is:

pUE +pUU
E(D)= —— x43
pUE

The equstion removes UN from the numerator and the denominator.
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