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WCRK AFTER 65: OPTIONS FOR THE 80’s

TUESDAY, MAY 13, 1980

[\ -
U.S. SENATE,

SeeciaL CoMMITTEE ON AGING,
\ ashington, D.('.

The committee met. pursuant to rotice, at 10:12 a.m.. in room 6226,
Dirksén Senate Office Building, Hon. Lawton Chiles, chairman,
presiding. ‘

Present : Senators Chiles, Glenit. Melcher, Pryor, and Peicy.

Also present: E. Bentley Lipscomb, staff director; John A. Edie.
chief counsel; David A. Rust, minority staff director; Deborah K.
Kilmer. legislative liaison: Neal E. Cutler and Helena G. Sims. profes-
sionel staff members; Eileen M. Winkelman, minority professional
staff member; Marjorie .J. Finney, correspondent; and Helen Gross-

- Wallace and Joan D. Nielubowski, clerical assistants.

OPENING STATEMENT BY SENATOR LAWTON CHILES, CHAIRMAR

Senator Crires. Good morning, and welcome to the second of our
-hearings on “Work A fter 65 Options for the 80's.”

It is with great plfasure that I welcome our four witnesses today
who represent four gompanies that have provided unique leadership
in developing programs for older workers.

In addition to giving us a summary of their companies’ efforts to
provide better options for their older employees, they have agreed to
tallz with us about how private industry in general is likely to react
to pressiires for extended wdrk opportunities.

-~ I am particularly anxious to know what recommendations they may
have for us so that Congress can work with them to stimulate more
options for older workers.

Over the past several years, Federal dollars have been channeled
into various employment prograins designed to assist the older worker.
While these Federal programs have oftea been helpful, they have not
be;i:un to satisfy the need or the demand.

- n today’s world of inflation where budget balancings a major con-
gressicnal goal, there is simply no room for new custly employment
programs, or for large increnses in existing programs. Therefore, if
we are to reverse the current trend teward early retirement and begin
a new emphasis on longer employment, the major thrust must come
from private industry.

Again, I would point out that the committee in no way wants to
eliminate the options now available for early retirement. In fact, we
realize how important early retirement can be for some people. For
many it 1s both necessary and viable.

(85)
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at troubles me is that there are so few alternatives. Nationwide ~
polls have indicated that almost half of those retired or near retire-
- menfivould prefer continued work. At our April 24 hearing, we were
told that in a recent nationwide survey, Americans have great pessi-
mism about their retirement ingbdme prospeets. Almost 62 percent of
those polled indicated that their retirement income would probably
not, or definitely nol: be adequate for their needs.

h - Certainly much needs to be done to improve the overalletirement
income.jeeds of tlris country, and in this regard the conimittee is very :
pleased o have C. Peter McColough with usitoday. Besides his duties
as chairman of Xerox (orp., he has provided able leadership as Chair-

! ; man of the President’s Commission on Pension Policy.

While the Commission’s final report is not due until February of

next year, I understand that they are scheduled to release an interim

report some tiine this month. We look forward with great interest to

that report, and to any preliminary conclusions tha: Mr. McColough |

mx}y be able to share with us today. ‘

n addition to Mr. McColough, we are happy-to have with us senior
oxecutive officers from three companies widely acknowledged for their
leadership in the area of the older worker. Gerald Maguire is the vice

x}mideut of corporate services for Bankers Life & Casualty of

1 :

Hc:x%)(l)d P/a.g'e is the vice president for personnel of Polaroid Corp.

William Read is senior vice president for emplovee relations of
Atlantic Richfield. '

Gentlemen. thank you all for being with us today.

. Our purpose here this morning is not to review all the problems of

retirethent income. Instead, we intend to continue our look at one part

of the solution. I am convinced that with the leadership of private
enterprise, and with the assistance of Congress. much can be done to
oxpand work options for older persons. In human terms. we can en-
hance the independence of older workers, and certainly reduce their
pessimisri about their income needs. And finally, in terms of cost, we
may be able to reduce the growing pressures on social security and on
our troubled pensign programs. ) ‘

Before we go to our witnesses. Senator Pete V. Domenici, the rank-
ing minority member of our committee, is unable to be with us today

due to a prior commitment. e has submitted a statemenc which, with- .

out objection, will be inserted into the record at this point.

Also, Senator John Heinz is unable to be with us and has submitted

a statement for tl e record.

- {The stattments of Senators Domesniici and Heinz follow :]

T ——

STATEMENT oF SENA™R PETE V. DOMENRICI

- Mr Chalrman, T am pleased to have thls opportunity to make a few hrief
remarks qduring this hearlng of the Senate Special Committee on Aging on “"Work
After 65: Options for the £0s™ This hearing. the second In the committee's
serfes on work and retirement. will focus on private industry’s response to the
unigue employment needs of the older worker.

I Kope this morning’s panel of distinguished corporate exeentives will explore
the following toplea: The level of interest among private companies in the prob-
lems of older workers. the costs private employers .nust absort if they are to
Initiate programs to prolong employment life. the relative cost of retaining an
oldes worker compared to hirlng a new, younger one, and how (‘ongress and the‘
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Federal Gosern'nent cat suppart the efforts of private employers to provide
increased job options and opportunities for older workers,

This last issne—tpe need for cooperation between the public and private
Sector on matters affecting the expanded employment lifo‘ of the older worker—
Is one which decerves our utmost attention. I share the view of my colleagues
on this committee that we. in Congress, must do what we ean to asaist private
employers to take the lead in providing alternative work patterns and Increased
joh opportunities to older employees. Current public Policv—certain ERISA
N rules aud regulations mmmediately come to mind—are actually thwarung private

industry's attempts t) hest utilize the talents of their older workers. Today's
witnesses, in addition to tellitiz us_ what they are domg to meet the employment
needs of the oider worker, can also Suggest to us ways by which we can facili-
tate their efforts I look forw ard to working with you in an attempt to find that
mix @ public and private policies which wili best meet the needs of the older
workers we both desire to serve. .

—
~

STATEMENT oF SENATOR JouN HEernz

Good morning. I would like to express my appreciation to the chairman for
holding tins hearing on what 1 view as one of the most critienl gl trmely
1ssnes affecting older prrsons today-——an adequate meome for our older eg.
Zzen~ ‘I'lms must he g public policy imperative We canuot allow the creation of
a class of citizenx where “old* Is synonomoens with “poor,”

We know that we are entering a demograplue revalution :

Life expectancy hus increased 2lmost 10 yearssince 1440

The number of older persons in the popu ation 1x expected to double by the
Year 2030 The “postwar” baby boom wil) reappeuar 1 the 214 Century as a
“senjor hoom." . ®

Ironically. while beople are hiving loager, they are retiring earher

The ratio of accive workers to retired eitizons wHl change dramatically m
the tuture  From 6-to-1 m 980 to 3-to-1 1 2030 Many people will e from 20 N
te 30 yvears after the traditional age of retiremnent

These demographic facts, coupled withf everanereasn ¢ intlation rates, wyj)
aceentuate the destre of nmany older persons to continue en.nios ment Lesond the
officuts retirement age,

The private sector will play an incrensingly mdispensahle role 1n the pro.
vigion of continued traimng and employment opporinniies for our Nution's
older workers,

‘These are the realitios as I ~ee them, that gmde 3s I our constderations here
today.

fu the first of our hearings 1n the <eres “Work After 63 Options for the
SIS we heard testunony 1that the Age Daveriminanen i Fmpl yment Act,
oxtending the mandatory retirement L o TO for most workers (and eliminat-
ing it entirely for those 1n the Federal service), has been g signtticant step
toward pernsatting <entor citzens to continne workmg  However, special e
ployment opportanities, including retraming and employment assastance for
older workers, may nlwo he needed, The NeIOT eomumnity sers jee employment
program of the Older Amerieans Act, which provades part-time enployment in
pubiie service for low-mcome persons over 53, §s an example of the publie response
to this need

The response to questions of adeguate retirementt income g a productive
role for the older segment of onr populntioy is, however, not exclusively g public
Xeetor responsibility  Pablye emplosment, as well g Loverument-supported recre-
ation and rehabilitation are not, hy lh(-m.w!‘.'os, adeuate solutions,

We hnow that the Heentives to continne working are largely per<onal How.
ever, the opportunity for 4 vaniety of options in th private sector job marker,
for flexible WOrking arrangements and ereative conbingitions of work and lersure
time are often beyond the control of o singie mdisidaal 1tis a faer that the
apportunite for individuais (o continme working to change careers in later life
and 1o recejve irhning rests largely w,th private employers, It~ in tiis areng
that the companies represented by our witnesses Qere today ean play « signifi.
cant role,

We recogutze that there are complexities and potenting COStS ty offering these
options and that thewe w )]} require an exammnation of established ang traditional
patterns and procedures Bug Weomust begm to turn onr efforts to the ereative
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potential for increased productivity and retention of cinzenzor all ages in the
work force. —

Today, we will hear about the possibilities of upening private sector options for
employment of older workers. as w ell as sorae of the barriers that you. as large
employers, face ir adjusting to an aging work force 1 am corfident that much
can be done gnd that we can begin to forge the compact of public policy and
private initiftives which will capitalize on the older worker as h resource to be
valued, not a burd n to be borne.

Senator Crires. Mr. McColough, we will start with your siatement.
All of your statements in full will be placed in the record and if there
is anyway you can summarize your remarks for us, we would appreci-
..teit; it will give us more time for questions.

.STATEMENT OF C. PETER McCOLOUGH, WASHIN@TON, D:C,

Q

ERIC
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER, 0X CORP;
AND CHAIRMAN, PRESIDENT'S COMMISSION ON PENSION
POLICY

Mr. McCorovai. 1 would like to thank you, Senator, for the op-
portunity to testify before this distinguished committee today. T wall
address the issues you have outlined from two perspectives: As chair-
man and chief executine officer of Xerox Corp., and as Chairman of
the President’s Commission on Pension Policy.

At an earlier henrime 1 your series on employment opportunities
for older workers. Dr. Woodruff, Executive Director of the President’s
Commission, summarized the ohjective of the Commission—to develop
a national retirement incone pufi«-y. In working towanrd this objective,
we have focused our efforts on the difficulties that older Americans en
counter in retirement. There are growing problems plagning our tradi-
tional retirement svstems as they strain to meet the needs of the elderly.

The Pension (ommission rocently eompleted 3 days of meetings
during which we made a numbr of preliminary decisions on retire-
ment income issues. Several pf our recommendations relate specifieally
to the issue of Acrcasing cinploy ment incentives and opportunities for
older workers. While these diécisions will be stated in our interim
report to be released next week. T would like to share with you today
the general prinaiples behind some of onr specifie policy recommenda-
tious. . .

As n matter of basic public pgliey. the Commission believes that
efforts should be directed town n[imsuring that all sources of income
for the aged mamtain then preretirement standard of living. The
Commission endores the current role of sorial security in providing
a mmimum floor of protecticn for the aged. However. we fquestion
whether soctal seeurity <hould be rehied upon to provide all income for
retirees or disabled workers. The Commission believes that programs
to supplement this floor of protection must be substantially increased.

Increasing amounts of national income will have to be devoted to
pension benefits in the very near future as an even larger percentage
of our population age: and lves longer in retirement. I know Dr.
Woodrafl mentioned the foliow ing figure in his testimony on April 24
but it bears repeating: ~Total retirement. disability. and snrvivors
benefits mereased from 2 pereent of GNP in 1930 to & percent of the
GNP in 19757 .

-
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At the same time this growth was taking place, the relative roles of
the public and private seotors were shifting considerably : Social seenr-
ity paid 27 pereent of al! of the benefits in 1950 and donbled its share of
the benefits by 1976, At the same time, the shave of the benefits paid
%y }%)lic and private employer pension *plans decreased, By 1976,

edéfal programs—social security, railroad retirement, Federal em-
‘ployer plans—accounted for 76.2 percent of total retirement program

nefits paid. private pension 17.3 percent, and State and local pensions
6. percent. .

According todnitial results of a survey by the Department of Labor
and the Social Security Administration, only 51 percent of full-time
workers in private industry were covered by a pension in 1979. The
Commission’s own survey S}{IOWS that approximately 58 percent of all
workers expect <ocial security to be their primary souree of retirement
income. O.ly 15 bereent expect to rely on their personal savings.

People who receive both social security and empioyer pensions in
general have adequate retirement income. People who receive only
social seeurit g, however, are much more likely to live in poverty. As of
1977, 27 percent of social security recipients 65 and over receive no
other source of income, Their average total income was about $2.300.
which is below the poverty line for both conples and individuals.

These facts have forced us to look carefully at all retirement income
sources. .

Therefdre, in addition to suggesting reforms of the Nation'’s re-
tirement incom programs that will expand private pension coverage
as well as encourage individual retirentent savings, the Commission
wants to look at the definition of retirenent. It may need to be changed
in the future,

Today. we often think of the transition from work to retirement
as going from a life of full-tjme employment tc one of full-time leisure,
For many. this sudden and compiete withdrawa! from the labor force
creates complete financial dependency on retireraent income programs.

The Pension Commission feels that the intcrgenerational dependence
and growing pressure on our retirement systems can be partially re-
lieved by increased work force participation by older workers. Put
<unply. we showmd . ncowrzge full- and part-time employment oppor-
tunities for older workers and retirecs as a matter of national policy,

Older workers should be encoura ed to remain in the work force {o
add to their retirement income .m({;increuse productivity, The Com-
mission regrets the inaccurate stereotype that all older employees are
unable or unwilling to work in their juter years. We do not think this
i aceurate at all, However., we realize that people retire for a yariety
of reasons and that poor health can be of paramount ihiportance,
Further, we recogaize that extended careers may not be appropriate
for certain types of work. Therefore, early retirement must remain an
option for some workers,

The Comumission's taff working paper, “Employment of Qlder
Workers: Incentives and Disincentives™—which T would like to sub-
mit for the record— suggests some alternatives for encouraging labor
forco participanon among older workers,

Serator Crines, Without objection, that will be made part of the
record.!

i Serappendix, ftem | page 127
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Mr. McCorouer. I would like to highlight some of those disincen-
tives and incentives.

Within the context of the social security systmn, the earnings test
represents a major disincentive to work. This is underscored by the
fact that many beneficiaries who do work keep their earnings below
the level at which benefits are reduced.

Many people work to supplement low social ~ecurity benefits. Such
workers would benefit then from removal of the earnings test. Iow-
ever, the elimination of the earnings test, unless accompanied by new
tax policy, would also benefit those people with high earnings.

With regard to work incentives, alternative work patterns could
solicit greater work force participation of older workers. The Com-
miscion wants to encourage and develop information on alternative
work patterns through research and demonstration programs in exist-
ing Federai employment programs. Alternative work patterns include:

art-time work options—older workers could switch to part-time
employment with the same employer or begin part-time work with a
new employer. Part-time worﬁ{ could be permanent or temporary.
Interest in part-time employment was measured by a 1978 Harris poll
in which 93 percent of the retired respondents and 23 percent of cur-
rent employees indicated they would prefer continued part-time em-
ployment to full-time retirement. Furthermore, the category of part-
time workers is one of the fastest growing segments of tﬁer{l.s. work
force. In 1978, 17 million people worked 1n part-time jobs.

An Age Discrimination in Employinent Act (ADEA) impact
survey found that part-time options were the most commonly provided
alternative work pattern among the responding firins, with 29 percent
of the firms having implemented or beginning to implement part-time
options. Only 50 percent of the employers were not considering adopt-
in§ such policies.

>hased or gradual retiremnent—in various forms. this policy involves
o reduction in worktime and an increase in leisure time of older work-
ers. Phased retirement offers both psychological and econolnic sup-
port to the employee approaching retirement. Employers retain the
skills and productivity of older workers and may reduce costs as-
sociated with early retirement. But few employers presently offer
phased retirement programs in the United States.

In a recent study of the impact of the ADEA amendments, 7 per-
cent of the respondents indicated they had implemented phased retire-
ment, which was defined as a policy which allows a qualified worker
to receive a partial pension while receiving antin] wages.

Flexitime— flexible work hours offer empioyees the opportunity to
choose their own arrival and departure time from work within limits
set by management. This is already being used by private firms and
(tovornment agencies. For older workers, flexitime gives increased
flexibility in adjusting work and leisure hours to suit individual needs.
Most flexitime has been initiated by management to inerease employee
morale and job satisfaction, reduced turnover and ease problems of
absentecism and tardiness. Research evaluating flexitime ghows no
negative results. Flexitime appears to have few serious disadvantages.

1 might add at this ,0int my own strong feeling that the subject of
alternative work patterns is extremely complex. A thorough develop-

10
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ment of these options demands far more resources and time than is
available to our gommission. ] v

The Commission paper also suggested that job retraining and job
redesign for older workers in fmvate industry could be encouraged
through tax incentives, Federa employment and training programs.

. and/or Federal contract requirements.

Job redesign has been recommended as an alternative to the tradi-
tional response of transferring, shelving, or encouraging early retire-
ment of an older em[;lloyee Wwho can no longer perform a given job.
Redesign is seen as changing a job in order to match the changing
capacity of an aging worker. According to a 1967 Department of La-
bor report, few of the 1,000 largest American industrial corporations
have specifically redesigned jobs for older workers.

Job retraining, though often unavailable to older workers, could
help equip these workers for new jobs. More often than not, the op-
portunity to participate in new retaining programs declines as a per-
son approaches retirement. This is because many employers feel that
learning abilities decline with age. Others belicve it is not cost effec-
tive to train older persons, as gccy assume older workers will have
shorter worklives.

In general, we feel that older workers are not represented propor-
tionately to their eligibility in Federal employment and training pro-
grams. Programs under the Comprehensive En loyment and Train-
ing Act (CETA) have mainly served unomployognnd underemploved
youth. Over the last 4 years, scarcely 10 percent of all participants in
prograins were age 45 or over, with sharply declining participation by
those over 55,

The 1978 amendments to CETA—section 308 of title ITI—mandat-
ing “the development and establishment * * * of programs for mid-
dle-aged and older workers” will hopefully lead to a more equitable
diqtrﬁmtion of these resources to middle-aged and older workers.

The senior community serviee emplovment program funded under
the Older Americans Act has successfully provided part-time jobs for
chronically underemployed workers 55 and over who are below the
poverty level. However. it cannot reach those above the poverty level
who have not been chronically unemployed but who may need the as-
sistance of employment programs in order to compete for job oppor-
tunities.

While the Commission has not specifically decided what tax in-
centives should be offered to private indust ry to encourage employers
to hire older workers, the Commission is aware of two programs under
CETA.

One: Targeted job tax credit which provides a tax credit equal to
half the first year salary up to & maximum, then one-fourth of the
maximum the second vear: and

Two: Private sector incentive program which eneourages employers
to hire unemploved individuals for on-the-job training becanse CETA
pays the training costs and the worker's wagos,

While these programs are largely aimed at helping the voung. they
could serve older workers as wel).

I would like to add with regard to mandators retirement. the Com-
nussion deferred discussion on this 1ssie beeause we do not ha o enough

11
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experience with the impact of the 1978 amendments to the act which
raised covered ages from 65 to 70.

At this point, I would like to briefly outline the efforts of my own

corporation to address the needs of older workers.

nder the Xerox pension plan employees who retire at age 65 with
30 years or more service receive benefits based on 50 percent of the five
highest salary years, less 50 percent of their social security benefits.
For those with less than 30 years of service, who wish to stay beyond
age 05, pay and years of servic, will continue to accrue.

In July 1977, the company initiated & retirement income guarantee
plan which provides a basic floor or minimum income. level for U.S.
employees. In January 1978, Xerox provided its first pest.retirement
benefit increase with additional raises scheduled for retirees in July of
this year. .

A uniform preretirement counseling program is being develo
and is scheduled for implementation in 1981. These 2-day counseling
programs wi:l be for prospective retirees age 55 and their spouses. The
programs wiil focus on a series of topics including: Financial and es-
tate planning, Xerox benefits, lifestyles, diet, hobbies, and so forth.

Xerox has a disproportionately small number of older workers
compared with other corporations of similar size. The company cur-
rently hag 815 retirees on a bass of 60,000 U.S. employees. If we took
our 60,000 overseas employees, the base would be even smaller. We
have, however, addressed the problems and needs of older workers
through support of cxternal programs such as: national journal
funding of publications on aging and participation in annual con-
ferences; Andrus School of Gerontology, University of Southern
California and the Business Institute of Gerontology funding for re-
search and development ; and Japan Society, Inc., partial funding of a
study on the implications of an aging labor force in Japan and the
United States. ) .

In closing, I hope that the work of the Commission, particularly
in this area, will be useful to the committee. T look forward to shar-
inﬁ‘our interim recommendntions with you in the very near future.

hank you very much.

Senator €urrs. Thank you very much. I think we will try to hear
from all of the panel.

STATEMENT BY SENATOR CHARLES H. PERCY

Senator Prrey. Mr. Chairman, I wonder if T could make a quick
oersonal comment.

I am very grateful indeed to have Mr. Page here. Years ago, Bell &
Howell manufactured just millions of Polaroid cameras We had 2
viry closs working relationship with your chairman. They have had
a long standing flexible retirement policy. T think that the work that
they have done in this field is extracrdinurily «istinguisher.

ne of the examples of how a co.ipany can continte to employ
older workers and yet seve money is illustrated by Bankers Cife &
Casualty Co. of Chicago. The retiree temporary worker pool formed
in March 1979 has sav -d the comupany thousands of dollars in employ
ment fees and has provided retirees an opportunity to vork.
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So I really beliese, Mr Charrman, we have an extrnordinary and a
distingushed panel T think ai; Amerean industey wall benefit from
your testimony as well ax every member of thys comnnttre

Mr. Chatrmuan, [ have o prepared statement that I ask be mserted
into the record.

Senator Curres. Without cbyection, Senator Perey’s statement i)
be mserted at this pont.

[The prepared statement of = nator Perey follows:}

PREPARED STatoMenT of Brxator Utanigs H Pra. Y

Mr Chalrman todns’s elderly Americans are o ploticer generattog— they ure
the st in history to eXpericiieor a long nod enrly rellerment

However, their drenms ol having a cotmtortabie etiovment an rapldly chang
ing Infiation, the major reason why dreams are breaking, 18 having » serfiug
‘mpact on the elderly It is net only ending the wenger retirement tncomes of
moat oldir perrows, but it iw dramaticaliy shriuking thesr furehasing poaver Jt
I8 tireatening the wconomic well teing of older persons apctally Qiose Bving
on Nyed incuties

Stih, U evidence SUEBREUSts that people gre optiag for sarls petin meat despilte
the economie problems earls e tiresent may Rrang Aithagh the mandat. oy
retirement age has been Fristd for miost warhers from 68 1o L0 thte is {1t
evidence 1o support the bele! that Hany Workers gy St ing st thelr Jole the
extrn D yvarn

There 18 an obyigys cortendiction bere pig ane fafd 1o address s urenlipes

. o Could 18 e that by encournging People to work wn tang as they cun be pro
ductive, we will el eame thgr MOUOAHC probleins ne well v
A\ We have achiryved major adsyncemanty iy mitste andg fhinolagy that mabe
or

Ropmsitie (o protong ifs Ve hgve bevs told 100 sinee jiMo Bte expavtarey
hus inervided by glinest jo tenrs Todas o may can CNpe g Dive o wy g g
woman te T with T8 percent of the Prpulatlon reachibng nge 65

Eher 1 pereent of onr Popuintion an estigaie 25 mtlaon Ameroane i akted
G or over [he trend in Amesicn is Law oo an HEWE ~ociely will 4 degiatic
Incrase n e progwrte noof ehderis and an opally wbething red wotporn (p the
Preportea of youug The Jost Wosld War 41 baby boom soon Wil leee e the
Befifor Dood 16 the text v 3 27F 1w prodected that by the yens 00 oser 55
mihon AMuericans will e 't or oser Thus i terms of Mhever nupders potpe
meat sbonld be reganted ne g MBJOr iyl e e 5 the United Statee How we
deal with our eureept o THreme at and emplo.ment Pebicion will not only higee o
Profonnd fnpacr g e Wethors Bal alvo g osar nan Gatures as well We peed
Lo festen frivate gng PUbBiie wetier o by e o B} Bave encouraged retirenent
ol physlealiy and mentalls gt e oldes Amertenns

Vnemplevinent wtatiaics ., Wt refors the nnmh. g ! prrsons whe owenld ke
Coark bt wle L e, e Bt o et e Lt b e Tl feed ftnmpur 1
are hepalss What ofl g gre 4 Vilable Lo Theww Peopie o counseltig and
retraining programy» ¢

In the ~untineing w T of Yegrings on Work Alor 65 Options for the W o
{he cvmmirtee wij) BeORearing Lidgs foean O rveeative oficers from mwajor
Conqunies XNerns Bavkera !ife & o ssunlty of Chicago Paltrold nd Atlanrie
Richlield T want 1o hege Iram the ctflcrrs atont net ORIV WA aptions thes are
Menng for the emplo men: s elder workers Lu aleow by Toelr sognpantes gre
desdtsg b Propersts Loepare Ghder WOLREER for patifetns,:

A pieserd ‘hat Gergld Maguiee vire preaident of corpurate gervice fr
Rankers j1fe & Casuaity  » M Clieags N owill tae tertifsing on hix compara s
bong standing BUBMENHAY sy feliremaert polics i o f the exstaples of haw g
CIRUPANLY can continue o ruploy oides wWorbers gnd s MYe nenes 8 found a
Ranhers bife | uhiderstpe o4 1)y Larhers ife rotitee fempornrs worker o}
which beogan “perating o Mar L 1979 hae sived Che company ‘hoysands !
AT e v mer e aned o< Imeertanty haw provided retirecs an
SO o etk and b thelr saluable wevtors

For she Hiet 2 vppes Rankers 1ite & Chysighty ¢ and Northeawtorn [inin
f atverainy Clieaga hhae ruspers ated e Nt pgt Canferenes op Age and
i pboyment o oy AKs The v nferer we hpop ennbled Al whe Ly, netetded
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an opportenity to share the experlences. systems, and procedures of thelr busi-
ness, ccademic institutions, and service agencles In the hiring and retentlon
ot older workers.

I wish to commend Rankers Life & Casualty Cu for developing fresh approaches
townrd retraining older woshers. and giving many of them the chance te feel
productive. )

Senator C'uires, Mr. Page?

STATEMENT OF HAROLD S. PAGE. CAMBRIDGE, MASS, VICE
PRESIDENT, PERSONNEL, POLAROID CORP.

-

- Mr. Paok. Thank you, Senator, for the invitation this morning. What
I would ltke to do is dest ribe the Polaroid experience with nonmanda-
tory retirement. The corporation has nev.i had mandatory refire-
ment. We retired our first person in 1955 and I suspect that yas when
the question of whether or not we should have mandatory retirement
came up.

Through the 1950 we had a program that alldwed people to con-
tinue working beyond age 65 requesting it through an extension re-
view program. If they were in good health, had good performance,
and had some degree of a thought-out retirement program, we allowed
them to continue. During that *period just abont everyone who re-
quested to stay was allowed to stay. \\'i(gl the passnge of the Age Dis-
crimination in Eniployment Act. we abandoned the request systein
completely for those nder nge 70 and we a sphed the extension review
program to people who svere Tt years mu‘ oller. so people today at
70 vears can confinue working if they o desire.

Our oldest enrrent actie employee is 8 lead gyard who is 74 years
oil and a very vital part of our security force. We have abeut 620
people who have reured from Polarcid. We are o relatively voung
company, Of that 626, 52 percent have retired before age 63 Over
the years about 20 percent has retired at 65 and almost 30 percent
have stayed beyond age 65.

Wo have a profit-sharmg retirement plan that was started in 1952,
a pension plan that was started i 1972, and we Yl‘O\jid(‘ medical and
ll{e insurance benefits for retirees and their fanhes, The average 30-
vear carcer employee who ieaves Polaroid would anticipate 60 to 85
\f)orcem and a few people up tu 70 percent o their pay repiaced from

a combination of pension. profit sharing. and social security.

We believe that this retirement package, a5 best we can determine,
is shove uvernge for American industrial companies.

Retirement counsehng has been avaiiable at Polaroid since the 1950's.
In 1ts earhiest stage it told people about our plans an:} about social
gecurity so that they conld administratively understand what kind of
incomne they would hayve. Today our couneling funetion covers 8 much
wider range. 1t includes group sesions. seminars, and several one-on-
one meetings.

Our retirement philosophy is much the same as our philosophy on
other issues i the company. We want our emplovees to have the free-
dom of chotes and to take individual respoti-ibility for their action-
The company feels it~ responsibality in career development is to pro-
vide encouragement and support for employess and to provide the
best tools for career change t{mf we have. We have a posting system

l‘;
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that goes from the lowest level all the way up to corporate officers,
We have extensive education and traming progiams and we have a
full-time-career-development staff.

The atmosphere witgain the company is deliberately competitive.
Employees can expect to encounter a wide variety of choices. What
they make of these op?ortunities 15 thent chioiec. The company's role
has tried to be neutral in not pulling or pushing employees in any
direction but to provide the opportunities wnd have them take advan-
tage of them. .

Retirement decisions are much the same. Qur policy is to provide
retirement any time between the ages of 35 into the 70's, Pressnre
ts not eserted on people to stay or to leave. We try to provide em-
ployees all the tools necessary to make a wive ~howe rezarding thewr
own retirement. We will help people earry ent particular retirement
choices. For instance. facihtatimg in tapering oi schedules and so
forth,

Our history in this nonmandatory retivenient and counseling T think
hasuncovered what mast evervone finds, that retircnient is an intense-
ly individualictic issue. Some people welcome 1t. ~ome pevple dread st,
All view it shightly different from ene ancther. I think one migzht
chiaracterize retirement as mearing differcut things to different prople
at different tunes and it alro means diffevent things to the same person
at different times in hiw or her life.

So with that m mind we put together z wide variety of seminars
and cotinseling sessions. .\t age 55 we personallh invite all of our
employees reaching age 535 to a 4-hour scminat to give them the broad
aspects of retirement. social security, what their benefits are. Many
don’t ome at age 53, some may show up at 37 or 58

We have a thing ealled window-shopping conferences where ant
where in that 13-vear period an cmployee can come in and look
throngh the varety of retivement benefits he o1 she might get at df-
ferent_ages and at different time- to sort of foel out where they are
at differsnt positions mn their ife We will holil maybe 200 of those
conferences each vear with a variety of different emplovees,

We have speaifie preretivement conferences as a person nears their
retiremient decision. ‘The retirement counselor may spend 4. 6. even
% hours with a per<on probably including their spouse. & clowe rela-
tve. or a friend diseussing attitudes toward retirement, use of tune
when they retire. difficulties of trar<ition. suitable retirement nctiv-
ities. retirement considerations, and most any other subject that we
think or that the cmployee thinks s significant to that ndividual
ituation. . .

The employee is rnconraged at this point to take a hard look at
retirement hecause they are closing in on making a decision. We want
them to addre~- the question. Is it right for them? 1s retirement the

‘right step ever? How they are gowg to spend tl.. next 20 years or
<o of their life, In some instances tHis might al-o be a time to diccuss
alternative options o that they don't feel that they are only locked
into one option and that is to retire.

One of the alternatives we have used has been n thing we have
called rehear<al retirement where we will grant ~someone a leave of
abscnee for 2 or 3 months to <ee what it i~ like not to have to come
to work every dav and not to have a payeleck or have their deduc-
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tions taken care of. .\ fter that they may chose to go on to retirement
or come back to the company, laving tried retirement and finding 1t
didn’t work. We al-o have cmployees on tapering off schedules that
aliow them to cut down to a less than +- or 5-day workweek to sort
of phase into retirement.

We also run twice a year, during the spring and the fall, a pre-
retirement seminar series on retirement. This is for all employees 60
sears and older and for younger employees who are thinking about
earhier retirement. Tle seminars are run in the evening to enable
spouses. friends, and family to show up. especially if the other spouse
may be working. The subjects covered include financial planning,
legal matters, good life habits. use of time. social security and all of
what we would call the traditional things.

Again. our experience has been that 50 percent or so of our people
go early. 25 pereent o1 -0 aroumd 65, and 25 pereent historically have
stayed bevond 65, One trend that we are noticing is that people who
do reach 65 and are still actively in the work force are now extending
longer. We don’t know whethier this tendeney of age-65 cniplovees to
continue working 1s due 9 ecconomic conditions, ehanges in the law,
retiremnont philosopliy. or some other undetermined canse. The switch
in the statistics Lave come in the Tast 2 or 3 years. Our retirement mix
> about the <ame as the mix of employees in the company. One-third
of our work force is professional. two-thirds of it is nonprofessional.

The thing that T think that is wost significant in our experience is
this ability to self-<eleet. Overwhelmingly what we find is that people
who choose to stay leyomd 65 are basically the people mianagement
would choose to have stay beyond 65, The people that leave early are
tsually people who have health problenis o pet formance proble.s or
in ~ome way their contribution is being diminished.

So with that an mind, self-selection has done exactly what we want
it to do. To be sure, there are some exceptions. Some valued people
liave left early and a few bad performers have staved on. The excep-
trons are few. I think T can’t impress enough on people that if we
just let the self wlection take its course, things seem to settie out just
about right. That has been our basic experience.

People by and large who are staying on want to stay in the same
joh. We Liave not had great suecess with changing careerg or changing
jobs at that late age level, We are learning to facilitate the tapering
off business: that 1. less than a full 40-hour workweek. Perfort:.ance
reviews Listoricully have heen <omewhat of a problen: throughout all
etuployecs” earect~ i the company. And it has ‘)em difficult sometimies
for supervisors to lress performance as appropriately with somne-
ene very close to 1 ement as they would in a younger person; but
that has not been a iajor 1ssue althongh we have seen some diffienties
in that area.

Polaroid maintains a very outstanding attendance record for a
company of our ~ize. We momtor it closely. We have a great amount
of recordkecping around it. Our observation is that the story that the
older workers have poor attendance is purely a myth. When we look
at in\()p]o ovei 65 their attendanee is substantially the same as every-
body elCs, quite goad. In fact. the number of people who have per-
fect attendance i our work force is 10 pereent and in our post-65
people that pereentage is 18 percent.
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I concluding, T gues~ T would ke to say first elf-selection 15 a
tery important issue. The <eeond nnportant ssue to us is to treat
people that are workme beyvond 63 as full eorporate aitizens. We
don’t vednee our benefits programs. we don't stop the benefit »r pension
scerual. In every <ense everyone working at 6T, 68, or 70 1~ treated
exactly hke any uther cnployee we have, We have not sard woirk beyond
65 but yon wilt get only part of the package.

So in short. having somie 30 years of experience with it, though it 1s
small because we are a voung company, we woulld say treat everybody
the same, lot people self-seleet. provide approprinte counsehng, and
let people make their own chorces and 1t will work just fine.

Thank you.

Senator Crives. Thank you, Mr. Page. It sounds like you have a very
flexible system. We have a quasi-flexible system. We get a chance
every 6 years, We wish to continue but 1t is not completely flexible.

' We go before a board that determines whether we can contimue or not
[laughtes].

Mr. Prar. Most of vou seem to he domg pretty well at that.

Senator Cutres. Without objection, the prepared statement of Mr.
Page will be entered mto the record now.

['The prepared statement of Mr. Page follows:]

PREPARED STATEWENT oF HArold 8. Pack

Polarold is a high technology company that was incorporated In 1937 by
Edwn H Land to research and deselop opties and to manufacture the world’g
first synthotic polarizing filters burtng World War 11, the company evperienced
considerable growth due o the evtensbhve yse of Polaroid filters in military
weapons and kardware Shortly after the war, Land apphied for his first patent
on an fnstant camera and lnunched the company into the new field of wistant
photography  Today we «ell appronimately 13 billion dollary’ worth of instant
cameras, film, and reluted products a yvear,

The eompany employs upprovmately 14,000 people in the Untted Statee, most
of whom worh in eantern Massncehusetts Distribution centers and s»les offices
are located in other States and oyerseps We also have mamufacturing plants
in Holand and Scotiand Approntmately one-third of Polarold's U 8 employees
hold professional, exempt jobs

KETIREMENT HISTORY

Retirement age

The timing of retirement at Polarold hax alwoys been flexible There ix no
documentation available that iLdicates there has ever been a mandutory retire-
ment poliey at any given age

Beginminzg in the micdle of the 1930, members were allowed to continue
working bevond age 635 through what was hnown us the extension review pro-
gram  Exfen<ion appresals vere hased on rood health, good verformance, and
evidence of a1 well thought gut retirement plan; at wag also stipulated that an
active company Iy off conld be reason toocurtail extensions, Under this restow
svstem, the vast majority of emples ces who wanted to continue working bhevond
age B85 were allowed to do so, and onr oldest active employ oo i currently age 74
With the passage of ADEA, the extension review program now applies only to
members age 70 and older,

Number of retirecs

The first employee to retire from Polaroid left the compamy in 1955 Since
then, approeximately 620 employoss have retired, one-third from exempt jobs,
and two-thirds from nonexempt jobs Of this 620, 52 pereent have retired under
age 63, 21 percent at age 65, and 27 beyond nge 65
Retirement plans

The company's retirement benefit program consists of a profit-sharing plan
that started in 1952, o penston plan that started in 1972, and medical and life
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employ ees who leaves Polaroid at age 85 can anticipate having 60 to 65 perventpf
his or her pay replaced from a caasblnation of pension, profit sharing. and il
security. If an employee wishes to take early retirement from age 55 on, his
or her pension is discounted by 3 percent per year. Our belief is that this rctire
ment package is above average for American industrial companies,

insurance benefits for retirees and their families The average 30-year cur?-r

Retirement counaeling

Retirement counseling has been available at Polaroid since the mid-1950's 1u
its earliest stages, it was part of the company’'s regular counseling staff’s re
sponsibilities, However. by the mid-1860's. the number uf people retiring had
grewa to such an =xtent that [t beeawe a separate. formalized function Coun
seling sessions were onginally destgned essennajly to ansure thiar ewploy ees
understood Polaroid's retirement plans and how to apply fur socinl security
Today the counseling functivn covers a much wider range of topics and has
expanded to include seminars, group sessions, and several one-tu-vlie 1seetings

HETIREMENT PHILOSO HY

Pularoid’s philosophical approach to retiremegat is based on the same concepts
that underlle our approach to career deielopnient E;cedum of cholce and in
dividual.respongibility s )

The company feels its responsibility in earber develfspnient is to provide em-
ployees with encouragement and support and to projide the best tools avail
able for career change—such as our strongly sapportgd jub posting system for
Lourly and salaried jols, our extenave educational angd traiuing programs, and
a full-tine career deselopment staff for group and individoal career eounseling
But when and how one uses these tools is a personal dedision. The atmosphere
within the company 1~ dehberately competitive and employees can expect to
ot counter a wide varfety of career cholees while they work here But what they
anhe of these opportunities 1y thelr own cholce The company does not puil or
push one way or the other

The deciston of when to retire is also left up to the individual Our policy
provides for retirement agy thiue between the ages of 55 and 70, und after fge
70 on an extension approsal basis I'ressure i< not exerted on employees either
to stay or lenve What the company tries 10 provide for employees during that
titme are Qi1 the necessary tools to make a vive cholce regarding their own
Lotirement We will also help employees earry out their particular retirement
plan cholces, for example we would help faellitate a tapering-off ~chedule that
had to be worked out with an employee™s departinent manager, but we would nnt
assume the regponsibility of making such an arrangement happen

SPECIF'C RETIRE{ENT PROGRAMS

Our long history of retirement counseling has uncovered the intensely In
dividualistle nature of the wav e pie think about retirement fome peojple
welcome It. others dread It Almost all view it slightly differentlv from onc
another We have also found that jetirenent is viewed differently by the same
person as his or her Hfe circum=tances change The counseling program we offer
ix therefore designed to respond to this varfety of needs by giving employees a
number of different formats in which to discuss retirement
The age 55 xeminar

Fach vear all emplovees turning ace 55 are lnvited to attend @ $liour semiinar
to thweuss Polaroid ~ retirement benefits and soclal security Attendance is strictls
aptional and quite often an emplovee who doesn’t elect to come at age a5 will
show up a few years later The discussions, at thig point, are very general
Windme-shopping conferences

Recnnse smplovees have s span of 15 vears or more in which to retire, many
are mterested in sitting witli onr retirement counseior and taking a look at what
thetr financinl situatio 1 mizht be at several different retirement ages This sort
of conforence iv welcomed nud spouses are encouraged to attend Approximately
200 wuely conferences are held cacli sear for employ ees age 55 and over
Prervsirement conferenees

Av n person nesrs his or her retirement devislon, Polaroid’s retirement coun-
selor spends between 4 nnd 6 hours with each employee, and usually his or her

ERIC I

Aruitoxt provided by Eic:




99

4
spouse or close relative, discnssing attitudes toward retircment, the use of time,
the dithienlties of transition, suitable retirement actlvities, and major financlal
conslderntions of retirement This Intter area Included data about Lenefits and
Eow to budget and survive in an inllntmnm',\' economy, as well as how to provide
for survivors.

The employee Is encouraged at this point to take a hard look at retirement and
ty nsk questions such as “Is retirement the right step for me now " “Is 1t the
right step for me ever?® “How am I gomng to sptnd the next 20 or 30 years of
my life?” ete In some instances, this might also be the time to start discussin
alternative retirement options if an abrupt severance from the company 1s not a
good clolce for the Individual. Some of the ulternatives Polarold has been explor-
Ing with employees include :

Rehearsal retirements -——"rhls allows the employee to take a 3. to 6-11onth lenve
of absence without pay in order to &et the feel of retirement and to see If he
or she is ready to retire If the answer Is no, then a plan for more preparation
can be devised. At the end of the leave. the employee returns to his or her pre-
vious job Specitic leaves have heen part of Polaroid’s polley for years, but the
acceptance of rehiearsal retirement as a Justitleation for such a leanve ig new,

Tapering off.—Thix allows the employee to gradually reduce his or her hours
of work over a period of time, usually at least 2 years. A great deal of tiexibility
i needed in ihis stuation to find plan that serves the, interests of hoth the
employee und the departinent. *

. 3
Retirement aemnar sereg

Twice a year, Polarord’s retirement office offers a siv-part evening semjnar
seriesifor anyone age 60 or older und for younger employees who plan to retire
within a year The seminars cover such topics as financial planning, legal mat.
ters, good hfe hahits career development in retirement. use of time, and socinl
security These semimars are provided for the employee's informatlon only and
a cafeterin approach s used | employees cus come to one, two. or all six meetings,
oF ¢an piek up a few nillu- spring and others the following fall 'The semingrs are
deliberately held at mght to make it easier for spouses who also work to attend.
Out of ahont 700 elymble emplos ees, approvimntely 120 can be expected to attend
eucli series =

REFIREMENT FXPERIENCE 1978-50

Polarold’s experience with g flexible retirewent system has produced the fol-
towang results and vbservations
Retirement age

As the chart below <hows, more than half of the people who retire from Pola-
rord 1 any giveb s oar are under age 65

fin percent]

1976 191 1978

1973

Total retirees for § yi
Under a5e 65 82 59 38 60
Atagets - 24 28 26 17
Over age 65 . 24 12 16 23

- o e

s
Om the other hand, we have observed that over the last 3 years, more and more
of our emplovees Wi have worked (o #eEe 65 ute elecng to continne waorhing
b Ve shown on the elart below i 19746 64 prreent of our age 65 employ ces chose

tostay . in 1979, that percentage hed rigen to 80 percent,
Percentage of age 65 emplovees continmng to work

. 1976 . o T - o 63
1977 L IR
1975 T i O 70
1979 . 0

Whether this tendeney of pge 85 employees to continue working ts due to, eco-
nomie conditjons, our retirement philosophy, or chunge~ in the retirement lgws
is undetermined
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Eremgpt/nonczempt mio

Before the ADE.A. most of the emplo; ees who elected to continue working held
nonegsempt pusitions even thongh the option was open to all However. we now
find the same percent »f the exempt population as the nonexewpt pupuintion ls
continuing to work past age 65.

Self-selertion

We find that the flexibility of allow Ing individuais to chuose their own retire-
ment dates has not prodaced any unfuvorable results in who stays and who
leaves. We have found for the most part that those whe are productive and
who are seen as good workers by management are those who, in fact, are apt to
stay. We have also found that those who for health or perforn:ance reasons have
diminished In their contribution are more apt to want to retire early. Those with
other pursuits in mind also tend to retire early. There have, of course. been
exceptions, valued people have left early and poor performers have stayed on
But the exceptions are few and have never glven us enough councern to think
about changing our free choice policy.

Semec job

We have found that must employees who continue working beyond age 65
prefer to stay in the samc julis that they have held ap to age 65, We are, however,
getting more employee requests to work a reduced work schedule within the
sune job As mentloned earhier, we are learning to accommodate and facilitate
tapering-off arrangements
Performance revictes <

Age 65 has always beon viewed as the traditional retirement age —even within
onr flexible system. Knowing this, employces aud svpervisers would often slip
into an nnspoken ense-off contract that pluced fewer and fewer performance
demands ob the employee as his or her retiremen{ date drew near,

Now that ADEA has made retirement uge less definite, supervisors and em-
ployees allke are in a position of having to reevaluate the ase of the perforinaace
revlew. Qur belief is that smipluyees shoulll be expected to maintain acceptable
performance to the end uf thelr careers. and supers Igors should he expected to
address any unteasunable slippage in productivity or contribution in the older
worker. however we do ot huve enough «\perience to indicaie how we are pro-
ceeding along these hnes This has been a difficult area for supervisors in the
past and we anticipate it will contliue 1o be so for some time, |

Attendance .

Polaroid malntains an excellent attendance record and closely mouitors ts
absentee rates for all ages And our records show that the rate of absenteeigm
for our employ ees uge 65 and vver is nearly ldentieal to that of vur under-agé-85
population, There ls, however, oue cottendable distinction hetween the two
groups : while 10 percent of the under age-6% population has perfect atteridance,
that number jumps to 15 percent for thuse age 65 and older. Thus, we have
never seet any data to suppurt the myth that older employees are ill and absent
more often than other employ ees,

Full-tyme status

We believe strongly tu the importance of granting full corporate citizenship
to all pmployees, whatever their age may be This moeans we believe all ¢mployees
should continue seerning benefits under the pension and profit-sharing plans,
shoull continue belng eligible for merlt increases based on improved performance,
and shoudd continue being eligible to take adyvantage of the jobh posting system
and any other eareer developmient tools if they wish to do so. We would expect
fewer employees to continue worhing ut 'olarold bheyond age 65 if this were not
our policy .

Senator Crnes, Mr. Maguire? 4

STATEMENT OF GERALD L. MAGUIRE, CHICAGO, ILL, VICE
PRESIDENT OF CORPORATE SERVICES, BANKERS LIFE &
CASUALTY CO.

“ Mr. Maguire. Mr. Cha..man, thank you very much for the oppor-
tumty for Bankers Lafe to visit. I would like to say & special thanks
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to our Senator, Chuck Perey, who has helped ns in several of the con-
ferences that we have sponsored in the past few years on this very
subject. T would like to talk about that in a few minutes, I am going
to highlight my prepared statement.' I must say with our other tw
giant corporations here, we are young and most of our benefit pro-
grams are as described by the other corporations. Qur nonmandatory
retirement through history has been exactly the same as Polaroid.
We are relatively young, probably 40 years old, in the scnse of actu.
ally making any money.

guess in terms of the suceess of what really typifies what has hap-
pened withour company, we had a gentleman, who as a matter of fact.
was one o{bt‘lll‘e\ﬁrst auditors hired by IRS when it was set up in 1914,
He later went to an accounting firm and they had mandatory retire-
ment and he had to retire at age 65. He came to work for zinnkors
Life and before he died we were able to award him a gold watch for
25 years of service.

Ie was 90 and died a little bit after that. We don'v think there was
any connection with that. But the important thing was that he per-
formed a service as well as anybody 18 years old could have performed,
or 30 years old, the last woek that he was with the company. I think
that that 1s typrcal of what Polaroid has experienced.

We find that the people involved do sel -select. They have a fierce
independence, a fierce pride of people, who do choose to come to age
65 as a worker, and go beyond that. seern to be a special breed of people,
We find that they also self-select themselves into retirement 2, 5, 8,
10 years later, whatever it is, when they feel that they are slipping.

We thnk it is very important that any employer, not just the private
sector, hu ve standards of performance that they expect all people to
meet. In ur ease we try to streteh on the front end when new peopte
are hired regardless of what may be their particular problem. We have
been very heavy n working with the handicapped. We will stretch
to try and make accommodations to them in their training and in the
equipment that is necessary. We will stretch for people who are ve-
entering the employment field after many years, as is the case of the
40-, 50-, or 60-year-old female, (o help them through that but there is
a point in time where they need to reach the same performance stand-
ard as their peers and T think that is one of the key things that scares
& lot of employers. If you are not willing to require the same standards
for evervone, then the lack of mandatory retirement can be g problem
for you,

I will touch briefly on a fow things. As in the case of Polaroid, the
retirement benefits are exactly the same regardless of age and I think
as you look at any other employment practice it is extremely impor-
tant that you not isolate any group of peopl#®-they are pcopié. Oider
people are just other persons in a group. ¥ we isolate themn with any
kind of special treatment, good or bad, then we make it difficult for
them to live with it and just as dificult if we treat them better,

In the case of our preretirement program, we don't call it that any
more. When we first started it we did exactly the same as Polaroid
wis speaking of. We made it available to 55-year-olds, and eur first
three groups of people, as-we asked them to critique the program, said

SMr Maguire s prepurs datatment nppenrs on page 104 /
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the very first thing you need to do i» change thi and get it to people
as early as possible. preferalily in then twenties. When yvou are 55 and
vou have 10 vears to go and somebody tells vou how to invest vour
funds, vou don't have that much room left. So we have changed it to
life planning. T think mavbe one of the things that could be an effort
of Congress would be to buy ~ome educational or some other devices
to help focus on the retirement or the older a~e period when people
are much younger, when there i~ still the opportunity to do the things
that are very difficult to do in the fifties and sixties.

We did start. as Chuck Percy mentioned, Senator Percy

Senator Percy. You were right the first time.

Mr. Macrrre [continuing]. Our retirement pool which T thinl: if
anvbody gets involved in that they will find it a delightful experience.
What we do now. we have not done this for very long. just a few
years. as a part of the counseling of an individual. we talk to thei
about the option of signing nup the approval, Tt is kind of litc your
commercial temporary accrual. We tell them that they can work for
hour~ or days or weeks, depinding upon their thue and depending
upon the work that isavailuble to the egmpany.

We have entirely eliminated the w€e of any temporary services as
2 rexult and we have. as a matter of fact, retirees who are anxious to
work days and weeks at a time and they do about three times as well
as the commercial-—I hope we don’t have commercial temporary
groups here in the House, m the Senate. But the fact that they know
the company and kunow the policies, they even know how to get there
which sometimes it is important. It has beer, a very rewarding experi-
ence and bottom hine as well,

Just to take a couple of moments on myths, s in the case of
Polaroid, we feel that there are a lot of myths and they might as well
be dissolved as soon as possible. T will go to the recommendation and
come back. Senator Clales acked that we. as a panel, among other
things, make reconnendations to the Senate about what the Senate
and the House mighig do in the fature to be prepared for the changes
that are taking placd an the population. We think that anyway that
there could be an expanded teamwork between the private seetorgand
for that matter employers in other sectors, and with Congre « and
tLe executive branch to be able to share the expericnces of successful
work of the older worker.

The real dollars are in people continming to do that thing they are
capable of doing. It is the most ceonomical way of spending any
mgney in this field. Those who are capable of it. who have the expen-
thce, the training. are already <et up. The fact that on September 14
~omebody turns 85 or 70 cortainly does not change their phiysicul or ®
mental ability. Somewhere along the lin®. cometimes at age 29. senility
happens to people. and sometimes it 1s 93. .

{t i an enormots economic pool and in terms of what might he
done, T think the first important thing 1s to find wavs—if it takes

~ome prining in the sense of modest tax mcentives like WIN fﬂkﬂ\
!
he

few yvears 1o get people init, O7C but if it takes massive eduentior
progriyns-, positive vnes  not confrontations. not political. bat rat
positive.education —we think that thut would be the ~mgle most sig-
nificant\ing that conld be done.
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A great oppot tumty would be that— maybe this s part of the plan
as I hve not ~een the agenda—the 1981 Whate House Conference on, as
I understand it now, it is Life—it has been changed from aging to a
new name, anyhow. If a significant piece of that could be devoted to
the single subject of getting employers and T think chief executive offi-
cers are the basic group m laige numbers and let them b exposed to
the best thinking about what a basic economic resource their older
worker can be, I think 1t anght be one of the more significant things to
be done. '

Very quickly, we have found that the fact that you do not have man-
datory tetirement, a;, < have not had for 40-some years, does not cause
you to bo overloaded witlh older workers. Mot people do have reasons
that they want to retire, very good reasons. Those who don’t want to
retire turn ont to be just fantastic people.

We do not find that younger workers are discouraged by working
with the older people. We find there are very warm relationships that
grow between people 20 and 30 years apart, that they are not nearly
<o concerned about working for a boss who is 67 as t ey are working
for one who is 32, It s a lot longer te wait.

We also find the absenteeism 1s about the same. slightly, better, for
the older worker. They tend to be off less frequently but for slightly
longer period of time averaging outelightly better.

Our accident rate. which of conrse as a white-collar employer we
lave things like staple cuts and somebody falling down the steps once
m a while, we do not have the frequeney that a bine-collar firm would
have, but it still ig'in the hundreds of accidents per year for a fairly
large company. We find that our compensable time lost is about some-
where between a third and a fifth for the older worker as opposed to
the regular worker. I don't know how it would be in another industry.

We also find that productivity. we are a result-oriented organization
with work measurement and probably 85 percent of our jobs we expect
the results and basically we get it. We find that the older worker is
just us productive which leads to the next and last one, the older
worker will come to the boss—in fact, in preparing for testimony a
coupie of years ago, ind like as we were talking earlier, like Polamid.
we thonght everybody had those policies and practices.

A fow vears ago when we had to do some testimony T had to go back
and check with our managers to find out some things. We could not
recall in our $0-.ear history of a single incidence where we had fo sit
an nld}l' worker down and say, “Charlie, yon have to retire.” Those
peopl@ who chouse to stay seeni to have & far more self-discipline than
any manager or boss would ever give theny and when they feel that they
are ~lipping a little bit, they go to the bose and say, “June. T think T
would hke to plan on rctiring and lets get somebody in to take my
place.” )

T would like to complete the testimony and <ay that we feel, as we
have done mn the past, sponsoring is a part of our social responsibility
in vartons forums. sariogps conferences where we might get employers
together and try to shate this, T think thoee companies who can choose
to take part of their corporate responsibility budget and put it into
that. whether they have the experience or not, T think it ix one of the
key things that we enn do. T think that if we could count on a heavy
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participation of the executive and congressional branches to give us
the panels and the experts and support that would be one of the things
and I know that we ]tl)len to continue to do that.

I'wank you, Mr, Chairman.

Senator CriLes. Thank you. Mr. Maguire. Without objection, Mr.
Maguire's prepared statement will be entered into the recerd at this
time,

[The prepared statement of Mr. Maguire follows:]

PREPARED STATEMENT OF GERALD ],. MAGUIRE

Speaking for Bob Ewing, president of Bankers Lite & Casualty Co. and the
officers, managers. and employees of Banke=s Life, we heartily congratulate
the Senator and the Specia! Committee on Aging on thelr far-reaching Insights
on this Important ational issne. We appreciate the opportunity to share wx-
periences and iden bout actions whick both Industry angd Congress ean tnke
to turther apply the wisdom, knowledge, and energy of our society’s olded workers
In doing so, I belleve we, meaning each of uc here today, can not only help {m-
prove the way of life for these particular individualg but for al} Amerieans, and
we can help Improve the gross national product of the country.

The chairman asked that we, in private industry, describe our programs and
policies leading to positive utilization of vider workers. He asked us to consider
the barriers that may exist. and to share suggestions on those things that Con-
&ress mlght do to help private industry capture the valuable resource that exists
in the so-called older worker.

To consider these things, I think we need to carefully look at our own ex- y
perlences and share what we have learned In each of our companies,

I'd like to talk about some of experiences at Bankers Life & Casualty (o Over
the past 40 years. basically during the whole economie history of the compa.iy,
we have had virtually no barriers to employment, This was not becaase well-
meaning personnel directors or highly enlig**ened managers said that would be
falr and right, but because our approach to employment is based on each person's
abillty to do s job.

We do not make judgments on *he basis of group—we won't judge older people
because they're older, handicapped because they're paraplegics or deaf mutes, or
minorlties because they are Hispanle, black, or female.

We dld not have personnel experts to tell us who we should and should not
hire We had the work to do, and we made that work avatlable to anyone who
was able and willlng to try We recognized that arbitrary factors such as age,
handicap, or race were not Important—we wanted abllity, motivation, and the
willingness to work.

We also recognlzed that most facilities and most organizations were pot pre-
pared to handle people swith special problems, We found that with g reasonabhle
amount of special nccommodations such as special equipment, a little extra train-
ing, and so on, these people hecame excellent. productive employees. Taat has
Temained true throughout our history,

We told these employees that at a certain point.in time they needed to be pro-
ducing and delivering bottom-line results, the same as any other employee: Of
course, we realize that all fidividuals have different paces, but we expect results
to be within the norm. As we talked with our «o-called protected or special groups
over the years they have said time and again that it was very important to them
to have to meet the same stnndm‘s.ﬂ;. They felt that if they had a job at Bankers
Life becaure of their handicap or speciul problem or hecause of their age they
would not have felt any worth or accomplishment in what they di¢ ]

Our experience has heen that thelr flerce Independence and conviction that they
could do a job alongside anybody else have made themn more highly motivated.
more committed, more achievement.oriented employ

" There are hundreds of people (n our majority cafegory who also excel and are
superior employees, but we found that In those groups that have speelal problems
there tends to be a large percentage who are very highly motivated, much more

\%;lned to show that they can do the job. Bec.use of this, it never occurred to

uMNhere was a certain perlod In time when one was no longer productive.
would have been very difficult for someone to try and convince our managers
that an employee who wag perfectly adequate on December 5  «as suddenly not
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capable of doing the job any longer on December 19 just hédtasise he or sle he.
came nge 65 It didn't make any sense then, and it certafnly doesn't-make any
sense now,

Wa feel that this general approach to employment. not just to the older worker
but to all groups, majority and minority. spectalized and p.otected, has allowed
us to get a strong loyalty. faith, and trust that we might have never encountered
without it We belleve this approach may be nne of the key reagons for t®e rafher
spectacular growth of our compa ny in the post-war period. -

I'd like to talk about sotne of the things that we have done and are now doing
at Bankers Life. As I mentioned, we've always hired and retained people regard-
'ess of age, and we've provided them with the same benefits and programs which
nre provided te all employ ces

We always encourage our retirees to feel that they are still an important part
of our tenm We send them our manthly newspaper and notices about company
activities and trips. We keep them involved, Many continue to come to the com-
pany. to have brenkfast with their f ‘ends, ss much as 5 or 8 years after they've
rtired. They come on Wednesday . ‘cht and play pinochle. They attend the
rionthly travel club meetings. When we have our formal programs for the long-
ervice employees, the veterans In experience, we Invite retirees to Join us

Remember, we don't force retirement. When someone does retire, lt'sl"hls or
her own clholce We found that often they would Hke to continue workiag on a
part-time basis or perhaps take some time off and return to work Ilater When
someone retires or Is preparing to retire, we suggest they register with our
human resources departments for part-time work assignments, assignments that
would typically go to temporary employment ngencles,

This work program for retirees is a sort of combinatiop of gradnal retirement.
flexible work schedules, and part-time work Through the program, retirees can
work at thelr convenience on part-time temporary or long-term Job assignments

When the program first started. at 8 a.n —the beginning-nf our workday
ole manager requested the assistance of six retirees—immediately. With the helb
of our sentor eounselor, six retirees were on the job and ready to work within
hour The manager thought that-six sworkers could complete the project whthir
I workday, and when the retirees w ere finished in less than 3 hours, needless to
say, the program had gained a strong advoceate Since that time, requests for eur
retirees’ help have incregeed tremendously, and we're proud to say that each task
has been done with enths.~iasm and competency,

The program s genernlly interesting and exciting to the rotirees It fits In
with thelr declsion o not work full thine; ir fulfills thelr need for netivity, and
it helps supplement their income The company obtaing the services of experi-
enced, relinble workers. and does <0 at a significantly lower cost than would be
affordedt by temporary agencies We feel that thig is an extremecly cost-effective
program Properly measured, the cost of filling johs with experienced retirees
is probably one-third the cost of ‘iolng this by other means. i

In recent years, we adjusted our approach to henetits prograimng. They were
originally set up, as were virtuelly all benefits programs 20, 30, 40 years ago, on
on the actuarial experience available at the time That actuarial experience Indi-
cates that at the magical age of 65 something had to happen to a person from a
benefit point of view. .

Retircment coninbutions cofld not longer be made because of the actuarial
tables that had been established Short-termn, leng-term disability and Hfe insur.
ance suddenly ot age 65 had a change in thefr vinbiiity .

In recent yenrs we toak a long, hard look and safd those actuarial predictions
certieinly dido’t apply 1o onr company We cxpected all emplayees to deliver
bottam-fine resuits, nnd we (herefore W no reason why there should be any
lews employee Bonefit coar for one employee than for another As a result, today
We essentially treat employ ees the same up through age 70 nnd we are fooking
at it beyond that

In our case, It s possible to do this becauseywe have a two-step package in
onr retirement program PPart of the retiremoen program stites that whatever
the company contribnted nnd whatever you, tik employee, contributed. if, in
fact, you did at all, i <ot n~ide ‘Phis woney, aldng with «Y earnings. ix avail-
able in the form of an annutty when yon reach minbmum retiranent age or
when you choose to retire at un uge subsequent to that That's a deflned contrl.
hutlon progeam , the company and the employee, after reaching a certain salary
Himit, mahan contribution based on a schedule whivh js determined by salary,
therefore, wahinve defined vontrll-wnn
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On the other hand. we have o supplemental plan, that 19, a Jdeflued benefit
. plan, Regardless of contribution, the age, amount of gersice, aud salary deter
tnine the benefit that I8 pnyable

In our case. employees “inve the option when their chosen retirement rimes
roll around to resfesws the current and future Collar results {5 oue plan, the
alternatlve results in the other, and choose the better of the twe

This approach iz partlonlarly <ultable to the older wo~ker It alions us to
hire someons who 1 age 54, 69, 65, and for whateser period of time they are
with the compans, there i a fall contribution which will buy sometning in the
form of an annuliy or i the form of a tump =um  We do not hasve to turn any
one down,

W alxo adjusted our plin 3o that each of the jears, regardless of age, ndds
up us an additionnl credit for retirement, whenever that date scenrs Thia s
ratlier unique I the industry. as far a8 we know,

Ve arent concerned abont taking thix approach becnase our expenditure fur
lnbor i« the same for the older sorher as for the younger warker ia this situn
tion. Our corporate poliey Is that we pay people for equnl work  therefore, we
shouid provide the snme benefits regnrdiess of age

Another part of vur commitment to nueting the nceds of the olider worker s
our effort to rovide ln-deptl preretirement counsellng and planuing We prefer
to call our program. life plinniug We feel it helps people «f all ages focus thelr
atteation on the future. the hinds of problems ta be solved, and the kind of
pinnirg which will be needed 1o accomplish goals and dreams

We Lave nlgo cominitted curselves to a process of sharing our vwn positive

T esperiences Mulhor cmplopers to help eliminate the reluctance, the myths,
apd the eoncern that appears to exist not just in the private sector, bhut the
publie sector a< well We know these myths are simply that msths We know
thix hecatsmaave'se experienced {t Weve Hued it 1t been part of our heritage

But there are many peopte wha areNictims of these myths They've honestly
togiev 8 fur sears tnai there |« a magical difference in people cinsed by the
process of aging. Changing that hasic deep belief 18 zoing to take thie work, and
eduention and n 2haring of the posltive, productive expericaces that have oc
curred throgghout the country

One of the things that we cnn ‘lu Iv cenfront these myths one by one and show
that that 8 exactly what they arey mvths

. 1 d like tr confront the msth that with a higher celling on retitement, or the
4 possthle removal of the ceijag completely  business will L deluged v older
worhers and will become tgpfhenvy with lue mpetent. lucapable worhers

In our 40-plus sears ghAth absolutely no retirement age and with a practice
wf hiring people In thellute sixties ami enrly seventies var Chicago hume office
with abeut 3 700 amplioyees hax 170 people vier age 65 That's semethlug o the
neighborhond of 5 percent Thiz pereentage has alwass rauged from 3 to 6 pereent
of the basic work forde a far ery froae belng an overshelming, threnteniug
pereentage,

I beliese the positise exprert e we have had at Bankors 1ife will be repeated.
and are being repented witn other emplyers Even If the older work force does
become n larger percenmge of the tetai popalation, the feared sorwhelming
nusabers will bocome 2t welenme nd:dition =ather than a thrent

Vw2 expeet there will he a change In this percentage Even though there 1« no
mandatory ronrom\n! age, many jeople at Banhers I)Ne retire b nuse n spouse
18 foreibly retired We think the change in the maudatory retirement age law iy
tnerense vur percencage of older worhers from the cureent 5 percent to as much
n% 10 percent There would still be no ~ubstaicg ta the mythical » ernhelming

‘numt»or of older workers (i the other hand, Ifour wlder employee work force
doubledd. we'd be pleasad )

Anothier myth about the oider worfer relates to aftendance Quir experieuce
has been that oldér workers attendance ix as gowd, if not better, tuan that of var
regular work force A recent study at vur company showed that 13 aut of 128
eimploy ees under age 65 had perfect attendance, while [y the ver 85 group, 34 of
the 125 stadted employees had perfect attendance There were ni re than twirce
uk mang half-day absences 1 the ander-85 groap than thert were in the over a0
gronp ‘The absences fur the vier 85 group tend tu be for slightly louger perinds
but nre less frequent

We've ali heard about the aceldent prone older wurker Ax a white<collar em

. ployer, we, of course, hiave far Jeds exposure to serlous aceudents There nre the
¢ ysial necldents with ataple and paper cots, falllug wn steps et cetera Based e
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ur records, our older workers have less than onte third the frequeney of eom
ppnaable: add Hoe logs accidents aw compared o our sounger workers, The Na
tional Counct! on Aging canfirmed our findings through a similae study they
conducted

There ix agother myth | belfeve 10 be the most dominant one for the compuntes
unaccustomed to older workers . that the worker xlows down on productivity snd
then, without the benefit of mandatory retiremen:, xtays and stays on the job aw
an tneffective nonproducing employee Awkward confrontation Ay e necensury

Our expertence has shown us that the people whio choose to remaln tn the work
{forco at an older age 1and rewmember, the vaxsg majority do not chiouse to do this;
Blay hectndse of well above average (ommitment They have n very atrong pride
in thefr ability to work gt the game pace a5 their peern

When they do begin to siow down In performance, they are the first to know
They arv slso the first to say <0 Qur line production managers tell us that 1t s
an extremely rare sitantion when au older wocher has to be anicourzged to trans
fer to g less demarding fob In ahmost ey ery instance, the older eploy ce g2sks fur
n different axsfgnment, or. fn most cases, annognees plans for reiirement This
sImply 1% not a problem an emplayer will have to deal with

Mapagers will, though, bnve to rake a hard look at their performence appratsas
system Jn the past many younger employecs who were not perfociing ndequately
wers reteined unthl retirement age But remember, the problem did not begin
when the employee hit the magical age of 85— 11 staried fong Wfore

Managers will have to begin effective performatce evaluation early in wach
employer s caredr and witi have to cotitinue to apply the same work standards
e alt employees nt all agex The relatlonstup between age nond prrformance s
manifested n younger workers to the same degree as i1 ix in older warkers Many
behiavioral scirntista and payholuglsts eoport that theroe ure drons i performance
and mornle during the mbi thirtles and forthes, and that often during the forties,
diwrre pancles orcur between sersonal aspirativns and career goals

Dieereased productivity s not a phenomenon which suddenty aupears when 1
prrson reaches age &

There {8 also a myth abut younger employees’ attitudes toward older em.
pligees, that intergenerntional zaps exist and are counterproductive Onee ggatn,
wo slmply find thiv 2 be uot true There are (lose Rroups of yonuger workers,
there are close groups of vlder workers there are close groups of people with
mixed ages Thire are very warm relationships iwen sployees with as much
as 40 years difference in age Poople just seem (o be people, and taey relate to
each other on human terms and noi on artificial terus.

The last myth 'l tey to deal with I the so-culled « oneern on the part of younger
workers that, witheut mandutors retirement, prowmotionnl opportunities are
Hmited W have not found this to be one of the coneeras uf wur Sounger people
Esven if this myth were true we nould feel that no employer has the right to de
prive one group of opportunity at the sxpense of another

Our experience has shoown that {1's aiso more econhomical to hasve noncompul-
wsofy retiroment Insurance coxts are not greater, they actually decreane beon uss
of medicare corerage

Muang empliyore foar that the costw of long Torm digability lnsurance witl sky
i ket for cder warkers Byt our experience has been -and T sare tU's & com-
mon shared oxpu rience that ouly the healtnlest older workers, thoss who are
unlikely to become JBaablea will stay on past 65 And with our Natiens run
stantly trproving reedical teetnology . thuse tnaividuniy wno do sufter from
chironfe diseasss have the oppottunits to couteol these dosenses and continge to
Hyve normal productive [ives

Other apvtngs  oldir wurkhers earels chauge ol an the costs of inrnover and
hiring are redipvd As T onentionsd those workers are very productive tend to
have fewer indastriil a.vidents tend to be mure stable, loyal. and responsibie
important empla e qualitfoati-ne which catinot be specifioally measared in terins
aof dollars aud conts

{ support sfforts to s lindnste mandatory rettrement altogether { bnow that
nopcotupulsiry retirone B! Lkar sorked seccesafally for Bankers Life as well as
sty other companies When the Labor Department submits ba stads te Con
gress on the lmpact of the amendments to the ADEA and the performance of
slder warhers, 1 beliove age «tipulntions in the legislation will be removed

The iegiedutinn prosents (ballenges ta those bhurinesses who previousiy toreed
retirens nt at age &0 and any resisons toothe amendments would present add)
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tionai challenges but I belleve meeting those challenges head n will result in
the awsurante of each individual's right to emplovment and sl «uffcisney

I think we need to educate the Amcrtean population most mportanily emplovers
in all sectors. on the vaiue and worth of our whider ditizens The coming White
House (onference on Long Life can contritaite spmmficantly to tas effort with
new Infurmation helping us to unlearn old Information, and. elimiuate negative
and false images of aging

More and more employ ment opportutitivs have been apening up f.r older citi
zens . but fo achieve the fullest potential of the employment market we need the
commitment, cooperation. and support of Smeriean employers

The public fmage that to be 1 means to be needy helpless unhealthy, and
nseless must be eliminated When thin oo urs, most of the problems of the older
work furce will be elimineted as well

I thank you for the opportunity to jein Yoa tiadyw and 1.0 the chauce th <hare
ourviews on Thisvery timely, important issue

Senator Crities. Mr. Read

STATEMERT OF WILLIAM M. READ. LOS ANGELES, CALIF.
SENIOR VICE PRESIDERT. EMPLOYEE RELATIONS. ATLANTIC
RICHFIELD CC.

Ar. Rew. Thank you very much, Senator Chiles. Atlantie Ri-hfield
apprecintes this opportunity,

Mandatory retirement was 65 up to 107~ at which pomnt we elimi-
anted any age as mandatory m the parent company although m the
Anaconds companies we still use T0as a retirement age

Weo caine to the conelusion, ~omenhat pre-ured by legislation, 1
think. but @ very honest eoneluoston, afier examumng the facts that the
elimunation of mandators retizement was an idva whose time had eome
and 1t posed ne problems that competent muna. s could not handle

At the same time, we recognized that within our own environment.
and I think i many of the compans  that praeticed traditional poh
~res, 1t represented a miajor ~ocietal change. Ttmipactod omplex nter
relationslps with law~ and poliies and traditions and cu-toms an
pavehologieal factors that had beernin plae fora mmber of years
While we may bave <peculated about the futare, onr data hase up to
thie time 15 almost ton small to tell us what 1t 1~ going to be ke i a
traditzonal company A~ you can see from ol prepared testimony/
abonut I pereent af ont peopie a5 Tt to et wirlos

One of the thiugs that we have done, and vou will find i the pre-
peaaredd testiony atenart Iy tsk deree i 1907 which they o
ommended that ae not tneent prople to stay o we have come totally
around on that queston and we have ehinmated ans Jismeentees, We
Linte continned pension endoulations out as long asa person -tays with
us uarng average Hnal sadacy at the tane they wall then elect to retire
Wo think thi- s sery soard approach and at s cost effernve, It
Crentes ene elase of ciiplovee and tot g dual classitication. We think n
s very helpful.

There are tno areas of potentind problems that T oweo 4 hike 1o
et the legr latire conld nddress The on deals wath e !,,n},!.-;“
of ne discmmmeatien Frhink ot has becn ounr experienoe over the pa-t
coveral e that thape 0 boen an s ot of Fngatonan
ige diserimination e b oron il nat propas £t el nan the op
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portunity for a person who feels he has been discriminated against to
£o to court. I would suggest, however, that to the extent ~e can, we
put much more emphasis on niediation and arbitration of the situation.

The second area I think ix the disincentive created by social security
that Mr. McColough spule about. I would not reconmiend changing
the earnings test. On the other hand, we must recognize that when a
person comes back into employment or stays in employment, he or
she sees themselves losing a tax-free primary social security benefit
and in addit on they pay additional social security taxes. It would
seem to me that there could be some device through a tax credit to
leave all the other provisions intact and yet give these people the in-
centive to continue working. We are convinced a»> we move into this
decade and into the nineties with the labor shortfall we will have in
this country we will desperateiy need to incent people to stay with us.

Thank you very much. '

Senator (uues. Thank jou. Mr. Read. Youar prepared statement
will be entered into the record now.

[The prepared statement of Mr. Resd follows:)

PREPARED STATEMENT oF WiLLIAM M. Reap

My name is Wilham M Read and I am senlor vice president of employee rela-
tions for Atlantie Richfield Co I would like to thank You for the opportunity to
testify before the Nenate Special Committee on Aging for your hearing on ' Work
After 65: Options for the 8¢'s

Atlantic Richfield is a diversified naturd! resources corporation active in ali
phases of the pefroleum energy businexs The company is also 8 manufacturer
and marketer of petrochemirals, and has bhusine<s Interests in coal., copper. alu-
minum, uranfum oxide, and a wide range of metal products. We have approx{-
mately 350,000 employees.

Atlantic Richfield Co (parent)’ eliminated mandators retirement at any age
on January 1. 1878, for all nonrepresented employees, This policy was extended
to our gubsidiaries on January 1, 1979 We aggresstvely pursued the elimination
of mandatory retirement in all bargeining agreements as contracts reopened. As
{urther evidence of our carly support and interest, the committee's attention Is
directed to the attached iaternal " Report of Task Forv® on Elimination of Man-
datory Retirement Age’ dated March 1978 for a discussion of vackground, issues,
and recommendatlons.

BTATISTICS

In the 10-year period through 1977, approximately 20 percent of our parent
company employees retired at the then existing mandatory age of 65. The vast
majority retired between the ages of 55 and 64,

During the 1978-1% time frame, approximately 17 percent retired at age 63,
and 3 percent of those eligible to retire elected to continue employment heyond
age 85 Our early retirements continued at the previous rate of approximately 80
percent.

Y

EMPLCYEE BENEFITS TREATMENT

The current beneflts for employees working beyond age 85 as uparaded since
the 1978 task force recommendation are as follows:

Retirement plan. —Full creditedservice and current compensation is Included
In the retirement calculation. Additional emplosee voluntary contributiong may
continue.

Thrift plan —Participation is exactly the same as prior {o age 845

L8OP —Participation iz exactly the zame as prior to age 65.

Group lfe survivor income plan --Partieipation and coverage is exactly tha
fame a8 prior to age 65,

Voluntary group accident plan —Participation and coverage is exactly the
same a8 prior to age 63. -

! Essentially the petro’ m enelgy segments The comments that follow pertain to the
parent compPauy unless otherwise noted
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Medical plan—Participation in the Atlantic Richfleld medicare sup, .ement
plan coupled wlth medicare prevides essentially the same coverage as prior to
age 65. :

Long-term disability plan.-—Coverage is available until the employee reaches
age 69.

Other benefit plans —Regardless of age, other benefit plans, such as vacation,
holidays, sick leave, and other absences with pay. product discount, and educe-
tiona! assistance, are extended fully.

We not only have met current Federal ADEA regulations, we have gone beyond
such regulations by extending service credit and final compensation to the
retirentent calculation, and by continulng pre-65 life insurance coverage beyond
85 for ‘active employees. There are no disincentives at Atlantic Richfield Co.
for working beyond age 66,

OTHER INTERNAL PROCRAMS

Our severance pay programs were revised to eliminate age 65-an “-above
restrictions,

The corporation actively supports ride-sharing programs. These programs
have demonstrated the potentinl to eave older employees’ commuting cc.cerns.

For many years we have utilized retirees In cousulting roles and, in point of
fact, a retiree consultant is now actively developing a preretirement counseling
program.

Finally, the corporatien supports the flextime concept for ail employees where
practlcal This concept could have meaningful utihzation in post-65 empl. yment.

SUPPORT OF EXTERNA! PROGRAMS

Atlantie Richfield Co. supports, through contributlons and participation, many
external older worker programs inciuding :

—Contribution of $260,000 to the National Commiittee on Carcers for Older
Americans (3-year pledge 1978-80).

—Contribution of $25.000 to Second Careers.

—Active support of the Second Careers Job Bank program.

—Member of the National Task Force on Preretirement I’lanning for the
Western Gerontological Society.
Membher of the Business Institute Group in Support of the University of
Southern California’s Andrus Gerontology Center-—$3,000 annual support.

— Member I.os Angeles Steering Committee, National Committee on Careers
for Older Americans.

--Advisor to the White IHouse Conference on Aging (Mr W. F. Kieschnick,
vice chairman of the board of directors).

CONCLUBION

Atlantic Richfleld recognizes the impact of changing demographics over the
next 20 seurs on the national work force as weil a8 on our own employee popu-
latlon We have endeavored to establish an environment which s conducive for
allowing productive employees to make free choices for continued ewmpluy ment
without regard to age.

Senator Curies. You four gentleman and the four companies that
You represent were not just sort of pulled out of a hat out of all of
the corporations of .America. In fact, you represent the cream of the
crop.

\{'h_v are there <o many other companies that are unaware of your
success. because it certainly is a success, as each of vou relate it. You
have no tremendous problem. yet you don’t have the normal manda-
tory retirement ages, Why are the other companies ~o unaware of the
progressin this endeavor ? Any of you,

Mr. McCorovan. T think I could start this off. Senator, Tt seeins to
me there 1s a myth about the older worker. I think there is a myth,
and it comes from a lot of sources, that the older worker is not as
preductive as the younger worker: ur is more expensive. I just think
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there has been a reluctance to look at this entire problem. It is like
a lot of things in our society—until you really focus in on something,
you don’t understand it. I think it is just that simple.

Mr. Pace. I would start, Senator, by saying 1 don’t kmow but my
speculation would be that companies that feel that they are controllin
their work force have a built-in feeling that they must design, control,
assign, and piace people. Companies "hat look at their work force
more as self-responsible individuals with choices to make and that have
& company philosophy to provide opportunities for those choices, are
the companies that I'think you will find who are further down the
road on this question of working beyond age 65.

I think as the work force sees itself more as a self-determinant up
than a controiled group, we will see more of this moving into the in-
dustrial world. Now that is a speculation on my part from our own
experience. I think the driving force in Polaroid has beer. the work-
ers themselves on this issue, and they have been right,

Mr. Macuize. I think there may be two different categories. I think
in the case of the white-collar industries, it is purely and simply,
myths. I don’t believe we have very many chief executive officers in
this country today, in spite of soine of our press stories and all that,
who basically believe they can lead a corporation without having a
rather sincere viewpoint of the worker and so there are very few of
them sitting around figuring, how do we get the older worker out or
how do we do this? It is basically not understanding growing with
people and feeling as you would with any otlier group and as we have
mn the history of this country.

In the case of the basic heavy manufacturing, and this based on the
conferences we have had and the handles we have had and the discus-
sions of sowne of the leaders, that the blue-collar industry has had more
of a concern avout how you can protect the safety of the people who
are actually physiologically slowing down and yet meet our own obli-
gations as a corporation. There are some things that the National
Council on Aging has been working with, some measurement devices,
something very close to that system of measurement which might help
in that ares. 1 think that will be a little slower. We are also talking
about a very largc portion of the labor force.

Senator ChicEs. Mr. Read.

Mr. Reap. Certainly I think we have lived in an environment over
the last 40 years where the tradition of early retirement has becomo
more an accepted mode than even mandatory retirement at 65. As a
matter of fact, I think in soine cases early retirement has become a
status symbol for people. I think we are going to have to gradually
evolve out of that syndrome. I think aiso management had a prefer- -
ence for certainty, you like to stay with what you have. You are very
comfortable with knowing that you can make manpower plans based
on statistics that are shaky at best but at lenst they are better than
nothing. So yor: have the Chicken Little syndrome that comes up and
says “Oh, my God, if we make this change, the world is going to fall
apart.” Then if you begin to analyze it and find out that these people
have these experiences, the world has not come apart.

One of the tuings we didn’t know, for example. was that Banker.
Life had this wonderful program. It was never publicized in any lit-
erature that I have read.
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Senator CrLes. So part of it is just getting the information out
there for companies to understand.

Mr. McCorotain. May T add something., Senator?

Senator CrrLes. Yes. /

Mr. McCovouei. T think vou cannot divorce this discussion of older
workers from the context of our whole society. I think we all know
there is a youth cult and if vou are over 40, although T am in my late
fifties, you are really over the hill. ook at television. which has an
enormous impact on our citizens. Look at the commercials. Unless they
want somebody to take Geritol or have a very senior person who is
going to be impressive. everybody is very young. They are dancing,
I;‘laymg volleyball at the beach and all o?’tl?xat. T could go on and on.

here is a youth cult in this country and other countries as well. So
you cannot_divorce this from the context of general societal approach
and perceptions of aging.

Senator Crines. T know one of vou touched on this in your state-
ment but is there also a problem in that companies and Government
employers, especially universities, State departments. those that sort
of grant some kind of tenure, have used the retirement at 65 as
a way of getting rid of the deadwood. Perhaps they have not done
their personnel work carly on as some of you stated. starting when
they are age 20, to really determine if that worker is productive.

In Government. it i» easy certainly with the merit system and civil
service that we have. Tt is almost easier to either transfer or retire a
worker than it i to really fire a sorry worker or to discipline a worker.
T find that very strongly the universities say. “Oh, my goodness, we
will never get rid of these old professors if you don't allow us to get
them out at age 65. The same thing the State Department tells us,
“We have got to have some way of making room for career people.”
Do vou think that is really a problemn in the failure to do the kind of
personnel work that vou should be doing earlior?

Mr. McCorotvau. T think so. I try to tell people in my own company
when we bring in new people we should screen them carefully. We
ought to look at them very carefully in the first 3 years and if there is
any question about their performance er their attitude. they should
be let go. T think the failure comes in the first 3 years. That may sound
harsh but T think in the long run it is better for the company and the
employee.

Mr. Pace. T think performance evaluation is one of the more dif-
ficult things to do for managers and supervisors and you have to stay
after it. When vou think of how much more difficult it is to do on an
older person, when the general society feeling is. “Oh. my gosh. you
mean after all these vears vou are addressing performance with some-
bodv who is 63 vears old,” there is a great sympathyv that builds up.
1 think managers are afraid. frankly. that they cannot handle perform-
ance appraisals as well for older people as in our case. review commit-
teos would look at it. or outside arbiters, or the courts would look at it.
Qo T think vou are right: perforinance appraical is one of the more
diffienlt things and it ic perceived to be more difficult because of the
emotional issue surrounding it with older people.

Senator Ciimies. Mr. Maguire.
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Mr. Magrire. Senator, I do think that when any artificial system is
entered into the employment—that is. such as tenure or a very rigid
merit system—1I think that it does begin to have an effect on the attitude
of the gocd managers involved and where you do try honestly to have
the rood performer and something stands in the way of that. it is going
to have an effect on mandatorv retirement or on any of your other
employment processes.

enator CirLEs. Mr. Read.

Mr. Reap. Yes, Senater, I agree comvletely. Performance evaluation
is scmething we talk about very glibly and do very poorly. ¥

I think the other problem is'that we do have a feeling that we have
made a personal commitment to an individual who has been on the
Payroll say for 5 years or more and that we should have uncovered the
error prior to that time and therefore we try to find ways of other jobs
or other opportunities that might make a better fit and sometimes we
are totally unsucces.ful and they stay right down the road with us.

Senator CwiLes. Senator Percy.

Senator Prrcy. T would like to ask Mr. McColough a question.
Could you comment on the suggestion that has been made that we raise
the social security retirement age from 65 to 68, while at the same
time eliminate the earnings limitation for social security beneficiaries.
Have you made any studies to determine what the impact of both of
these changes would be—in the near future and after the year 2000,
when the baby boom is upon us?

Mr. McCoroucn. Senator. the Pension Commission spent o great
desl of time on that and we feel that should be given very serious
consideration by the Congress. When social security was established in
the mid-1930’s you had a certain life expectancy. That life expectancy
has increased 8 vears. vet that increase has not been taken into account.
There isa funding problem as well.

I don't think we feel there should be an arbitrary retirement age.

Tustead. we would like to suggest thiat we have a rolling adjustment

whereby we take into account your life expectancy and we come up
with a formula that savs

from the age of 21 vou should expect to
work about. three-qimirters o. vour life—which s the way it worked

with the sriginal social security in the 1939’. This. of course, would
not be implemented until some time in the future. T think people
counting on retirement shonld not be affected but it should be E)oked
at. It has a major impact on the funding. '
We also have ]ookedp at the tax consequences of the social securit
being tax-free, as well as the issue of the earnings limitation. We thinK
there are some benefits to removing that earnings limitation but only
if'you balance that wit], something on the tax side. I think our feeling
would be that really we should treat social security contributions and
benefits the same as any other program. The tax consequences should
be deferred until retirement. Ipthink if vou could do both of those.

you could do away with the earnings test, extend the age limit, and
so forth.

Senator Prrcy. Thank you.
I was delighted to hear the comment made about the social con-

sciousness. I would like to put on the record of this committee that I
have worked closely with industrial community and with the business
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roundtable. as a member of the Business Couneil. T just wich the Amer-
ican public conld know ~f the thousands of howrs of se-sions thosce
groups have spent talking about the goz.l of the country, the good of
the people, and the kinds of working relationships they want to have
with their employees.

Most of vou have deseribed your companies as young companios—
having few retirees. Would your experiences be the same when your
work forees are older and the number of retirées greater? Do you feel
that you could apply the same principles in heavy indnstrial eorpora-
tions, for instance. as soine of t{:e prinziples vou have outlined today?

Mr. Rean. May I comnment on that, Senator?

Seaator Percy. Yes.

Mr. Rean. We currently have 25.000 people on our retirement rolls,
n substantially high number of those from the Auaconda Co. The
interesting thing we found there was that the majority of those stay-
ing after 65 in that industry tend to be the blue-collar employees.
Whereas on the oil side the majority staying are office, managerial
types. & very small numbésifrom our refineries.

Mr. Macuire. I don't think it will nake a bit of difference as a com-
pany. T think that it may have made a difference as you were talking
that maybe wedidn't have so many experts around when we were start-
ing right after World War IT to teil us what all vour personnel policies
ought to be and the fact that somebody should be hired or should not
be hired because of height or weight or some other silly thing because
we were growing so fast we could not afford to buy experts. T think
that might have been part of it.

I think 5. 6, or 7 vears of any company’s experience with an older
worker force in the normal proportion will simply dispel all of the
myths. I think that we won't have to work at anything else if we can
work at that one.

Senator Percy. T have just one final question.

I think one of the great changes in any business is the willingness
to share experiences. 1 think for that reason the Bankers Life and
the Northeastern Tilinois University sponsored conferences are excel-
lent opportunities to share with many, many other companies the
common problems that they have.

I found years ago. when our company was starting to get older, and
we had more and more retirees. the correlation between those who
wanted to retire ently always seemed to be the best workevs. the best
adapted. and (he ones that vou really would like to retain. For those
that had not made provision for hemselves and had not looked
ahead--retirement was a shock. They had not reaily thought much
about it. We finally phased in mandatory retirement by the age of 68.
We started with a 5-year notice and a special retireinent connseling
program in the evenings. People would come in and talk with their
spouses about the ficeal side of aging.

Do vou find that people throughout industry are adjusted to the
idea of retirement ! Are they well aware of the many problems they
can anticipate? Are they psychologically ready or is the program that
vou «tarted 25 vears ago still necessary and should it be encouraged ?

Mr. Pack. 1think. Senator. the need for earhy retirement planning
and thinking. whether you rcall it counseling o1 life programing or
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whatever term you want to use I think it is of great importance for
people to think through what their personal options are, what their
p .sonal alternatives are. I think people need help with thar. Some-
t.mes they onl{ need help to get them there to do 1t ; other times they
need technical help in thinking it through.

We are in a very complex society ard I think people do need an as
sistance doing that. I think industry needs to understand that it is

business for some people to work longer and it is not such good
usiness for others. As I said in my remarks, our experience has been
with the connseling and programing and so forth, that overwhelmingly
the people that are staying at Polaroid are the people we would most
like to have stay and the peonle that are leaving are the people who
have had difficulties of one kiud or another whether they be physical
or family. We think the counseling helps really a major element of our
program.

Senator Prrcy. At what age should that start?

Mr. Pace. We are starting at age 55. There are people who wonld
say to start earlier. We do a lot of communication earlier that is not
called retirement planning aronnd our benefits programs—profit
sharing and the vo.ers. So we are doing a great deal to communicate to
our employees just what it is that they have and what their options
are. We spend an awful lot of money in the henefits program. There
is an awful lot of money spent in social security. It 1s amazing how
few people really understand until you make a conscious effort to sit
down and think it througn. I think money spent i1 thac area has a
great payback.

Senator Percy. Thank you. Anyone else have something? I appre-
ciate very much vour being here.

Thank you, Mv. Chairman.

Senator Chnes. Senator Pryvor.

Senator Pryor. Senator Glenn has been here longer than T have.

8enator Cuires. Senator Glenn.

STATEMENRT BY SENATOR JOHN GLENN

Senator GLENN. Thank you. T have a short statement I would like
to read.

T look forward to today’s discussion with reprasentatives of Xerox
Corp., Bankers Life & Casualty of Chirago. Polarcid Corp., and At-
lantic Richfield Co. to hear what their companies are doing to expand
employment opportunities for older workers. L

At previons heavings. the Senate Special Committee on Aging iins
heard about the-problems of older workers who do not want to retire.
about the physiological and menta) abilities of older persons ang how
these abilities impact on their learning and working potentia}, and
abont possible assessment techniques that could be used by employers
to test the ahjlities of workers. .

As the aging segment of our population grows, our work force wiil
depend more and more on older workers. It is important to know how
industry is already vespouding to this ch., 1ze. and what Government
assistap ‘¢ is needed to encourage private industry to take the lead in
expanding work opportunities for older people.
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That is the end of my remarks, and with the chairman’s permission,
I would like to ask a few questions.

Senator CuiLes. Go right ahead, Senator.

Senator GLENN. As you have put in a retirement policy, which I am
sure every member of the cummittee supports, what has happened to
your younger workers? Normally you terminate people at the upper
end hoping to keep your brightest people aboard, give them employ-
ment opportunities. What have you found among your younger peo-

' Fle? Have you found a disproportionate number of younger people
eaving for other employment ?

Mr. McCorouvan. Sena?)r, we have not at Xerox. One of the prob-
lems of a young company is that you have too frequent promotions.
We are trying to stabilize this in order to keep people in jobs longer.
So the problem you describe is not our problem.

Senator GLENN. How about thg rest of you{ .

Mr. Page. We have not seen that problem. Without data, I would
observe that our younger Yeople feel that it is a good practice. They
see our philosophy of employee choice, employee getermination being
continuelly carried through and not being shut off at 65. I think they
feel quite good about it.

Senator GLENN. Are you running studies to see how your policies
affect the extended promotion expectations ir & certain time period ? In
other words, say a man or woman of 30 expecting to be promoted to the
next higher level, does this extend himn 1,2, 6 years? Have you run any
studies to see how that would impact on the younger workers who
miﬁht be tempted tp leave?

r. Page. We have not run any studies on that. Like Xerox, we are
a relatively small company and the bysiness conditions are a much
bigger factor than the percentage of people staying on so that our
overwheiming speed of promotions is dl:et:rmined by how well we are
doing in the commercial aspects of the business as opposed to the num-
ber of people that might be choosing to stay on.

Senator GLENN. Polaroid and Xerox are not googd-examples. How
about Bankers and Atlantic Richfield?

Mr. Macuire. We have not installed new retirement practices since
we have had no basic programs so that there was a change. However,
again, I really believe that it still boils down to peo%l: and peorle.
Younger people view the boss or the opportunities to be promoted in
terms of whether there is a highly capable person up there who is a
part of the tean making their tuture that much brighter by delivering
a product and when you are one who is less than that or one who is
wenk or one who ought to be booted out, they are disgruntled and
they don't like it, not only from the point of view of thzir own pro-
motion but from the point of view of where the company is going. It
they are used to a normal mix of people, I don't really think that they
think about it in terms of Charlie is 81 or 35.

Senator GLeNN. They don't see it as a reduced advancement oppor-
tunity for themselves?

Mr. Macuirr. 1 really don’t think on t.ae basis of age. They do on
the basis of performance and they are toush exitics.

Senator GLENN. Mr. Read. how about At mnt%ichﬂcld?

Mr. Reap. Of course, our experience is rather slim in recruiting but
we are very concerned that out in the mid-1980’s and 1990's we could
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have a large cluttering of empleyvas in the 25-to-15-age bracket who,
if & large number of people eleced to stay on beyond 65, would be
impacted and held back. We don't know what the size of this 1s going
to be or the shape of .t but 1f we contimie to be an expanding mode,
if industry contmues to expand, I think this wiil take care of itself.
If industry suddenly becomes stabilized. then 1 think we could have a
probiem with people.

Scnator GLENN. Mr. Read. You prolably would |
in your company between administrative jobs ar
jobs. Do you find u great variation, when vou afe permitting people
to continue or not to continue, bet ween those i oflice-type jobs as op-
posed to those in physical-strength-type jobs €hich would also be a
fuir percentage of your employment

Mr. Rean. i’o; today evervone that has asked to continne has been
allowed to continue bevond 6. In the Anaconds company. while it is
a small number, 49 of them are in hourly positions in piant-type opera-
tions. In the Atlantic Richfield chemienl oil stde. the reverse is true,
about 3 people are in office jobs and a smaller nuinber, 8 or 10, are in,

« the plant situation.

Senator GLeNX. Do you plan to tatllor people into the job or alter
jobs for older workers /' was thinking of flex schedules o things like
hat with the older worker in mind. .

Mr. Rean. We are usmg flextime but {hat would not be a matter of
age: it is more conditioned on the type of work being done where we
could accommaodate 1t to our sehedu ing. Anyone is free to use flex-
time. We have not done enough seeking out opportunities for shared
jobs which T think would accommodate more of the wople over 65
who really don’t want to work full time but would be mppy to work
part time. -

Senator GLENN. On April 30, 1 chaired the hearing on *“How Qld
18 Old? The Effeets of Agmg on Learning and Working” and we dis-
cnssed the possibilities of an assesament technique to be used by em.
ployers for testing the sbilities of the worker, 1§ NIH, for instance
designed a measurenient technique, wonld vou be eneouraged to use
¢ am thinkng in terme of 1elating this to the comment made carlier
that some people are old at 29 and some at 93, Would you think that
periodic testing of all the workers wonld be too cumbersome, or if we
could develop a rensonable test. would that be something vou would
look intoor work with N1H on /

Mr. Rean. I'would not be for the test.

Mr. MeCoroven. T woyld be skeptical. It is true that people age at
different rates but alo <wme peaple that are old can do certain jobs,
There is no reason to foree them out of the work foree. T wonld be very
skeptical of the development of the test, [ would be even more skeptical
of the applieation by Nerox.

Senator Gress. It was suggested at our hen ing that there might he
a possibility of making an as<essment at certam periods so von could
determime what a person’s capmbilities are, i

Mr. Pyek. Senator, employees® self-selecting, I can't caphasize it
enough, has worked. We don't need a test. The emplovees have ge-
lectedd and decided whether they want to stay or go earlier and it has
been quite aceeptable 1o us ane quite profitable to u~ and I don't seo
any need for atest.

ve more of a mix
physical strength
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Senator GLENN. In your experiences so far, do you see any relation
between those wanting to take early retirement and those wanting to
stay and their pay scales? In an inflationary time, lower paid workers
cannot make ends meet, and they have to stay on, where the higher

qflaried people would want to get out st an carlier age? Have you

seen any evidence of that?

Mr. Pace. Over the long b wl our mix of the people that are retiring
has been the same: that is, the higher paid peopie have been about the
same percentage that stayed as they were a percentage in the company
and on the lower paid the same wav so the distribution has been just
abont what the company’s normal distribution wo#ld be. We have scen
in tho last couple of vears for those people who have reached 65 a little
highsr percentage starting to stay on and we suspect that that may be
caused by inflation. But it also may be caused by the change in what
was traditionally thought of as retirement age—age 65. When you
movs the national norm to 70, it may have had a psychological effect.
It is too early totell.

Senator GLEXN. Mr. McColough. as chairman of the Subcommittee
on dast Asia, I was interested to note in your testimony on page 13
that a study is being done on the eging of the labor force in conjunction
with the Japan society. The Japanese have pretty much standard
retirement starting at 55. Only a few people are permitted to work
until 58 and almost evervone is in come form of retirement by the age
of 60. Many people then try to find eniployment in subsidiaries of
their corporations. -

You are familiar. of course. with the lifetime tenure with mnajor
companies. T think it is something like 70 or 80 percent of the work
force. T wondered if vou had any word you could give us on that be-
cause it seems to me it would be very interesting to study the Jap-
aness mode! and what they are doing as opposed to what we are doing
here. Their experience is quite different from ours. They start retire-
ment at an earlier age.

Mr. McCorovarr. Senator, they are a very productive society. T don’t
have any results from that study yet.

Senator GLENXN. If you get any results, even preliminary results,
T am sure the chairman and the committee would appreciate having
them. I have been trving to follow the Japanese experience as closely
as I can because of the situation weh  ~ here.

Senator C'rnLEs. Senator Pryor.

STATEMENT BY SENATOR DAVID PRYOR

Senator Pryor. Thank vou, Mr. Chairman.

T would just like to, if T could, say thank you to yon gentlemen who
have exemplified what T think is certainly a corporate sensitivity to a
real challenge that we have. T would also like to mention, if it has not
been mentic:ned. I got in iate and T am sorrv. about a program that we
have here in the Senate, and that i« the senjor intern program. We
allow not only younger interns, mostiy durthg the summer when the
Kids nre out of school. but we also allow senior citizens to come for an
internship in our office and it has really been a nice program. T think,
und a good opportunity. Some of the interns are here today. T know
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Senatof GGlenn's senior intern is here and our senior, Xir. Middleton.

from Axkansas. We have several interns from many laces.

GLeNN. And some in the andience that didn’t want to
Senator Pryor. There are some more hands going up ;so we are
articularly proud of that program. It related directly to Senator
ilenn’s line of questioning “How old is old?" because fast year we

had a 77-year-013 seniof intern and he broke a rib stealing into third

base. He played for our staff softball teamn and he was the star of
the team, 1 might add. That fellow will never get old. I think a lot

of people never will. .

Fwonld Just like !5 ugk a couple of questions. if I might. My first
question wonld be, what can the Congress_itself do to motivate this
situation ¢ What legislation, relaxation of ¢ tles. or regulations would
be an inspiration ! Can we do anything to enjcourage other companies,
other corporations in this great country offouss to follow your lead
or should we stay out of it becarse of fear of messing it up! What
should be our attitude and what should wé do?

Mr. McCorovan. 1 think the Congress‘could help, I think geneial
encouragement is useful as well a~ more help 1 retraining programs
within companies. I thinkf that it 15 better for the compuny to under-
take the retraming program—to hire the older worker and to give them

the skills they need—then to have a Governmeng program, The advan:

tage of the company doing 1t is that the company ~eleets the peopfe
they want and at the end of that program the job i~ there, The ng Iy
trained person does not have tegoout and tind a jeb, €

I think many people get discouraged when they go throngh a Goy-
ernment training program and at the end they don’t have a job. So.
I think more encouragement for companies that actually balk at
retraining older people would be very {wuoﬁciul. As [ suid 1T would
rather sce Government effort foens on encouraging corporate pro-
grams than on setting up big Government programs where there is
not necessarily a job at the end of the training for the person. I think
that would be helpful.

Senator Pryor, Other comments?

Mr. Page. In addition. I perscnally would like to see the social
security system be made much more simplistic so people could find it
easier to understand. I would say the sume about our own pension
plan. We find in counseling with people that it is difficult for them
to understand what their benefit or right 1. The complexity of all
of this should be greatly stmplified, I think. I wish Congress would

direct itself at that. but otherwise generally would stay out of it.>

Better edneation and better communieation for more companies would
do it: but T would not like to e Federal programs, .

Senator Pryor. Any other contments?

Mr. Mactime, T would hke to see the resonrees that are now apphed
toward the employiient aspect of gerontology to be apphed more 1n the
educational and <hort-terms inventive appronch—tax Incentive ap-
pronch. and short term just to get people’s attention s olved and then
out of 1t bat a positive eduertional wppronch as opposed ton police
approach toat which ~omehow we always end up with the best 1nten-
tion an the world, we end up with ~omebody with a billy ¢lub trying
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to tell, I think, some rather generslly sincore people how to do some-
thing and generally they have had no experience in it.

Mr. Reap. 1 concur in what they said.

Senator PrYor. You represent four major corporations. What about
smaller companies and small businesses across this land? Could they
achieve tho same advantages or could they have the same success thst
you have had in your corporations? Do you have to be more sophisti-
cated than the average smail busincss or small businass person to deal
with this particular protlem#

Mr. Rean. I could specalate on that. T think they could be equally
successful. I think rany of them don’t have mandatory retirement.
Many of them don’t have pension pisna after ERISA. T think here I
would agree with Mr. McColough, basically if you let the companies do
the training of the people, that is better. Some of the smaller companies
may need some financial incentives. I am not looking for any financial
incentives for Atlantic Richfield.

Senator Pryor. I think this has been brought up earlier this morning
but what about'the changes in raising the retirement age from 65 to
681 Would this have an impact on your looking at retirement pro-
glms in your own companies or would this be an attitudinal factor{

ould this really bo a facter?

Mr. McCorouar. Senator. could I comment on that?

Senator Pryor. Yes.

Mr. McCorova. t think this morning we have been emphasizing
the removal of restrictions on huw long a person can work. I think that
is fine. Maybe the restrictions should be abolished altogether. I think
the real problem we have in looking after older-workers, and lookins
after them in retiregsdnt from a financial point of view, is that by an
large an awful lot of people don't want to work even to sge fi5. [¥now
in my own company after the mandatory age was-rgised to 70 practi-
cally no one came to me and said they were glm is now 70.

The predominant question T have had posed to me is, “When can
I retire at full pension 1" The question always involves early retire-
ment at full pension. I think we have to do &n awful lot to encourage
people to work longer. Some people can’t because of disabilities, but
some people could with retraining. To encourage the sinall businesses,”
Government could try giving them tax credits or perhaps grants to
encourage mtraining; :

I think that we absolutely have to. fer financial reasons, extend the
retirement age under social security from 85 somewhat beyond that
sometimo in the future. I think that would help to persuade people
that you should Rot expect to retire at 62, let alone 65. I think there
is a very basic attitudinal problem in the society that people want to
retire earlier. .

I think we should not be nnslead by the fact that some people are
beginning to work longer. This is probably the resuit of inflation
T think welgx ve quite 8 job to do to persuade people to work longer

Senator or, What has been the zttitude in labor unions, how do
they feel about the issue of working longer? Union, nonunion, is that
s problem?

fr. Reap. None of enr unions would agree to it and of cource there
was no L gal responsibility. They have had to since the Federal law
has been passed.
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We find. of cour~e, that they have been bargmining ove - years
for aprlier and earher retiemdnt atd n full pension is paid at age 60
<0 that thic has became counterproductive to the 1dea of peyple work.
tng beyond 65 Thev resist the elunmation of mandatory betirement
ssimply becanse 1t acds to theywr probleri at east in thefr mind
terms of bringing new people mto the work force end plssing them
through.

Senator Pryon. I their artitude negotinble # Could it be Lberahzed
Or 18 it set an concrete !

Mr. Reao. T think 1f thete i» a Federal law saving “thas s the age
for. retirement.” that will work but Udont think thewr attitude 13
negotinble on the agv except to bring it down

Mr. Mactime. We are o nonunion . ompany We have had no expern-
ence on that,

Senator Pryonr. Youute a nonunon conspans ¢

Mr Macuvme. Y

Senutor PRYor 8o you don t des with tm

Any othet conunents!

Mro MeCorotan, T think they an vers Hextbl “Their retirement
nge was hugher than it waw for <a'ay wed worthers “Hhis particula union,
Pthank s very flexible, I would not ser s ditlerences of view or ap-
prooch than any cody elee m the company

Seator Pryon | presthing 1 senator Meldcher

STATEMENT BY SENATOR JOHN MELCHER

Senatot Mrcner Thank vou, My Chattman

Lean't help but comment * <t of uii to My MeColouglh. I have had
some isyrht ito what Nerox s o, - nowmdays because ey neighbor

orks for Nerox and be tells pe busiiess 1x great

Mr. McCoov o ] Fope hie 1 working hard. -

Semator Mercurs I thank 1 have o Gtle mht, My Page. nto
Polarord. My brother in faw woths for Kodak and he tells me Polaroid
18 demg very well

M Pace T hope o s nat working too hapd,

Senator Mretcner ! gon’t anow abogt Burkers Life. T nave no 1he
sight it goat

Mr Read. o an Montana follow \R( ) DIETTY s,

Mr Kean [ know

Senator Muts i | hope copper prces g higher and Anasconda
does botter sspect that of ARCO <o 0w does not a auire that
new spaper that My \nerson tas o Boncdon that the o) company will
continue to o weyl

Ieamprecses e that on e panel at fenst thoe cotapanies how
about Bankers Life. i~ 3 dotng paetty good, tont

Mr MaGrmr., Yeo

Senntor Mircmen Al fony cosmpnn e doing exeellent at present

Probabliv vouy SAEPTtions can do o hitle bit wore than a lot of
other compunie~. hir and <mall, about retirement plars 1 thy Jk the
day has gone by “4":1 weused to think that 1etirees wepe Just gupposed
to it arcund and owoaddle therr thambs ad senior ihizens show g
they don’t want to do that bt m the w 4 Iy trying economie tunes that
we are faced woth thic vear and provably nes? venr a lot of people
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who would ordinarily retire at retircment age ate not guing to be able
todo it, they are going to have to continue to work sumnply because the
won't be able to have sufficient funds vo meet the cost of hiving without
working.

Now we vught to be looking at our opportunities to help the retired
and at the same e be follow g the path that is supposed to be one
of the major efforts to control inflation. We onght to be doing that now.
I am afraid we are not dong that now to a suflictent degree in this
country to really b very meaningful. Some of you have touched on it
in answer te Senator Pryor’s question and that s, what are we doing
about better retirerent plans in the way of (reating the thing so the
person can retire and become comfortabled

f have a bill 1 that would simply 1emove the restrictions on TR
fur anybody . wheiher they are covered by a compauy pension plan or
~socinl security conld conmbate and participate in an IRA and 1t seems
to me that that 1s a type of action we have got to have right now. We
sre advised that the U8 savings rate s 3.5 percent of disp()snbl« in-
vome. I think that s a low for us in this country vut 1t also I beheve
15 2 Jow fer any industrial country m the world,

Now 1f the main hangup on why people dont use IRAS 1 the
fact that they simply can’t becausc they are under social security or
unider a company pension plan. then why 1an't tlas the time to move
rather boldly and rather promptly on that? T wonder if this is not
gomng to be part of the Conamssion on Penston Policies recommenda-
tion because 1if we cant move legislation in this Congress to increase
savings now durivg this real disteess period wath mflation just eat-
mg u~ aline, T don’t know when we could do it. T realize =ll of the
built i opposition, maybe vou people don’'t. There s always builtan
OPPOSILLN Lo Varsus congressional comnutteed on dotng this or doing
that. They consudered it. They passed an act a fow vears sgo and they
don’t want to <ee 1t changed, .

If we can’t move boldly and promptly on legislation 1 Congress
now toancreas saving=. I don’t know when would be & better time, I
am wondenng if that i~ the best banhors seem to tell e that this is the
best place to chinnge exusting law orcsavings to get increased savings in
this country.

Now to repeat, what we would do m the legislation proposed would
Lo to inerease the amounts,

No. L remove the restrictions on these sndividual retirement funds
where Hf you gre sinder cocir]l secunty or under sowe othier pension
pisn cannot participate in ae TRACT would hke to hear somie response
from vou gentlemen.

Mr. MeCowotusr Firt of all. inflation 1= the No. | problem. As
Chmirman of the Pre~idont’s Commisien on Pen ijop Po(hvy. 1 don't
vet know what we will be recomumending 1in Febmarv 1081, but T
know one statement that 1s ~ate to be in there and thatis that of this
vountey s gaing te hve with double digit inflation. there will not be
any pension systenysn the country, You cannot have a vable pension
ssetemn based on sociml security waith double digt inflation. T know of
o country in the yvvorld that Las been able to do that, We have to hek
mflation,

I think also thiat we need 1o laok carefully at the <o ealied thrve-
leggred stool Hers social security 1< the basic coverage for nany peo-
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ple. Some alvo have employver-based pension systems and then private
wving< I agree very much that we should ehcourage retlrement sayv-
Ings. or other savings, too. not just for retirement. There is no in-
centive right now to speak of. I think it is a very important step. Par-
ticularly, if we just had nnld inflation. I think that would be the
difference for some people living adequately in retirement or not. I
hope vou get some resulft becanse I think it is very, very important.

It also goes to the very Leart of the productivity of our country.
Our savings is the lowest in the world. Our productivity 1s the lowest
of anybody else in the world. [ nless we get ~avings for modernization.
e are not going to get money for reinvestment which will help the
whble econiomy. 3o I wounld agree with Yyou very much.

Mr. Page. Xlso. Senator, I think we need to inerease savings in this
country for the reason Mr. McColough said. Unless we can hek infla-
tion and put productivity bick where it belongs in this country. he is
absolutely right. there 1s no pension plan. social secunity, or any retire-
ment plan. that will not suffer.

Mr. Macrire, Everyone has spoken about the retirement counseling
programs that they are encouraging, I might say at significant cost to
the corporatior. When you alreads have a plan and your people sav
even at the earlier age that is great but how can I do |t 2 We can't tell
them. you can take an TRA at $2.500 o vear and yeu probably would
be in very good condation 1f vou start that, We cannot do that. T think
1t wouid he a super progran if soruething could be done along thet line.

Mr. Resp. I would certamly agree, It has heen ar, interesting thing
ta watch i our retirement plan. We had g provision for voluntary
contributionsin the Atlantie Richfield pareut company plan. More than
©5 percent of our peapic take advantage of that, the company-paid plan
that they can put o additional money and they will be paican annuity.
It has been a great attraction. The same way wath our thrift and sav-
ings plan. People will contribnte the maximum to them, 85 percent
of sur people. I think they are locking for opportunities to do this but
it 18 not going into a bank. It self-defeating because of the tax
conseqences.

Senater Merener. Mr. Maguire, the basis for making TRA's attrac-
tive, of rorrse, is the taxing incent:ve that it allows. Does it fit in? Do
IR\ fitin, not with vour employeesbut in the overall scheme since the
money is deposited in a- -well, T guess it would not have to be deposited
in a savings insitution. it could be deposited with life insurance com-
panies. IRA'S are ~omething that im<urance companies participate in
now, i that correct ?

Mr. MaGrire. Yes. sir. that 1s correet. The entire financial industry.

Senator Mrrener. Thank vou.

Mr. McCorovan. Conld T just add one thing to thar 2 We need an
additionai anducement to make TRA'S attractive for lower come
brackets. Ceopla m low-tncome tax bracket- do not feol 1t 15 enough
of an attraction to use IRA now. I wonld hke to «ec o mnimal tax
credit for TRAs or the equivalent for the low-meome group in the
conntry. It 1~ an adidhtional inducemnent to them to Save money In
terms of savings 1 the country. Tt i a bit more expensive but the
eredit does not have 1o go too high, T think that might he very desir
nbicand to<tart IR\
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Senator Mercier. I am delighted to hear yeu say that, Mr. Me-
Colough; that is part of the bill.

Mr. McCorovau. I didn’t know that.

Senator Mrrcrier. Tax credit is cur part of the hill and it is to my
way of thinking the essential inducement for savings. I think yon
have to show some instant tax advantage and tax credits or ta: for-
giveness on savings. I think that initial inducement is a burden. That
is part of the bill. !

Interestingly enough. the cost to the Treasury would be wiped out
in total if it just reduces interest retes that the Treasury has to pay to
service a debt by 2 points. So T hope we are able to move it because we
sincerely believe it would generate within 1 year’s time an additional
$30 billion worth of personal savings in this country and that is
worth going after if we really want to strike at some of the basic
group causes of inflation. T hope we do.

Thank you very much. /

Senator Pryor. Thank vou, Senator Melcher.

Somne companies. I understand. attempt to get rid of the older work-
ers because their salaries are generally higher and thev think that
they can go out and hire younger workers for much less salary. I this
a myth or is this a traism in the husiness world ? What is the attitude
of companies as it relates to this point?

Mr. Pace. Well, certainly ngt our practice at Polaroid. T can't tell
you whether it is a myth or ©iot but our analysis would say that it
would be veryv had Lusiness and it will end up costing you more money
to do that. Yes. yvou generally will pay older people higher ra‘es of
pay because thev will be more apt to be at the top of their pay ranges;
but because of the self-selective aspect, the better people are staying.
By and large, the medical benefits we believe are going to be greater
for vounger people: they are going to have family plans as opposed
to individual or individaal plis spouse. Our belief is that you are
going tp spend more money training, recruiting, hiring, so we would
consider it very bad business. T rannot spbak for anyone else.

Senstor Pryor. Mr. Magnire.

Mr. Macuire. I think the place where you should first look for sav-
ings from people with higher salaries is from managers who think
like that. T think they have got to be bottom line, zero people, if they
think that way.

Senator Pryor. Any other comments?

Mr. McCorovai. T agree with the other comments because you have
to look at the total cost. Sure, you may pay an older employer with
seniority more money, but your turnover cost and recruiting cost and
training is higher. We are trying to encourage some senior people £rom
New York to go to California. By doing this we are going to save on
tremendous turnover and other things out there. Se this argument you
cite is really only a myth. T have never heard any other business peo-
rlo in private discussions even talk that way, but you see it occasional-
y in the press.

Senator Pryor. Mr. McColough, Mr. Page, Mr. Maguire, and Mr.
Read, we are very indebted to you today for coming before this com-
mittee, This is the second, as yvou know, of a series of hearings the Spe-
cial Committee i» holding on this issue. Tt is a great challenge to onr
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country and it is my understanding that there is » possibility of hold-
ing future hearings because we do want to hear from other segments
of our society on this point. That you are sharing of your own personal
experience with the companies that you represent, and I might say
that you represent so well, is a great benefit to this committes and 1
think ultimately to the American people. so sincerely, we do thank you.
You have given very generously of your time and you have shared .
your knowledge about this area with usand we will always be indebted
to you.

g"enator Chiles did have to go to the Budget Committee but he
asked that I conclude the hearing this nmorning. I did want to pat all
of you on the back and say once again, thank you very much.

Mr. Reap. Thank you.

Mr. Macuire. Thank you.

Mr. Page. Thank you.

Mr. McCorovau. Thank you.

[ Whereupon. at 12:07 pan.. the committee adjourned. |
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APPENDIX

MATERIAL RELATED TO HEARING

ITEM 1. WORKING PAPER, “EMPLOYMENT OF OLDER WORKERS; DIS-
INCENTIVES AND INCENTIVES,” PREPARED BY ELIZABETH L.
MEIER. PRESIDENT’S COMMISSION ON PENSION POLICY, SUBMITTED
BY C. PETHR McCOLOUGH !

INTRODUCTION

In the Comnission’s working paper, “Varieties of Retirement Ages,” retirement
trends wers explored, including th-~ trend toward early rctirement and lessened
labor force participation in genera)] for the older population, At the same time,
it was printed out, people are living longer and can be expected to live additional
years i1 the future because of disease-controlling techniques. This hasg serious
porten.cs for our retirement income systems, both public and private, which are
alrendy being strained. We can expect that increasing amounts of the national
income will *~ devoted to bension benefits in the very near future as our popu-
ladtion ages : .. lives longer in retirement.

In the f2 . of mounting pressures brought about by increased pension benefits.
Uigh rates of inflation, and a larger aged population which is living longer in
retirement, it 18 obvious that the Nation's policymakers must examine every
option in providing additionzal income resources to the elderly. It would also be
good policy to enceurage more individual initiative,

One policy initiative to relieve the intergenerational dependence and financial
stralns on our retirement system would be to increase work efforts voluntarily.
This could be accomplished through work incentives and increased Job oppor-
tunities for older persons.

The trend over the last several decades has been for more males In the age
categories S plus, 60-64, and 55-59 to leave the lsbor force. Although early
retirement under social security was provided for males in 1981, the decade of
the seventles has seen the largest drop in labor force participation in the age
cctegory 60-64. In 1979, only 62 percent of this group were in the labor force
compared to 75 percent in 1970 and 78 percent in 1860, The proportion of women
aged 60-64 has also dropped in the geventies although still above the 1960 and
1850 figures. Older women had been experiencing a countertrend of increased
participation.

According to a poll sponsored by the Commission, 58 percent of all workers
expect social security to be their primary gource of retirement income, 22 per-
cent expect employer-baszd pensions to be their main support in retirement,
only 15 percent expect to rely on personal savings, while less than 2 percent
hope their family or children will support them in retirement.

Our poll also found an overwhelming majority of the population, 89 percent
aay that they will definitely or probably recelve social security benefits. Forty-
elght percent anticipate that they will receive some benefits from an employer-
based pension. Yet the survey also found a profound pessimis.n in this country
regardleas of age or eex, about their retirement prospects. When asked whether
they expected their retirement income to be adequate for thelr needs, 63 per-
cent answered probably or definitely not. This response shows that the people
are not confident of the ability of our Nation’s retirement income system to ?ro-
vide adequate benefits to the retired. ~ e

1 See statement, page 48
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Along the sawe lines, 62 percent of those surveyed c2id they expected to live
at a lower standard of living than they are currently after they retire. Fifty-
eight percent expected continued. high inflation every year while 60 percent
forecast that the country’s economic conditions will get worse.

But, even though e.rly retirement benefits may be actuarially reduced and
people expect inflation to continue at high levels, our survey shows that 47.5
percent of the working population expects to retire at age 62 or bhefore. In
1976. 84 vercent of all social security benerciaries retired at age 82. This seems
to indicate a potential for even more earlier retirement than is currently the case,
and thus a potential for even greater dependence on our retirement prograins.

¢ President's Commission is considering a number of policy initiatives which
~ould Increase work incentives and job opportunities for the elderly that might
begin the process of reversing this trend. A few of these are:

__Flimination or modification of the social security earnings test.

—Alternative work patterns. In order to retain older people in the labor force
we might encourage more part-time work, staggered work hours, and sab-
baticals. Work sharing is another possibility.

—Retraining. Another approach would be to vetrain older workers and offer
increased educational opportunities to accomplish the same purpose.

—Requiring pension accruals for those working after age 83, Currently,
regulations permit pension plans to freeze accruals after a worker reaches 65.

—Lifting the current mangdatory retirement age of 70.

Increased employment of older worker, however, is not a panacea. There are.
unfortunately, no simple solutfons.

“Employment of Older Workers; Disincentives and Incentives” was prepared
by Elizabeth L. Meler assisted by Cynthia C. Dittmar. The President’s Com-
mission on Pension Policy welcomes and encourages comments on this study.
both for the benefit of its Commissioners and for the accuracy of its final report

Tromas C. WOODRUFF,
Ezxecutive Director,
I, BACXGROUKND

Retirement has become an increasingly viable option for workers 55 and older.
Survers show a willingness to retire by the majority of older workers and sfitis-
faction with retirement by a majority of retirees. As a result, labor force statistics
ghow a declining proportion of persons in the older age group who are either
working or looking for work.

As can be seen in table 1, the trend over the last several decades has heen for
more miles who are 60 and over to leave the labor force. Although early retire-
ment under soclal security was provided for males in 1961, the decade of the
seventies has seen the largest drop indicating an acceleration of the early re-
tirement trend. In 1679, only 62 percent of men 80-84 are in the labor force
compared to 75 percent in 1970 and 78 percent in 1960. The proportion of women
ages 60-84 has also dropped In the seventies although the labor force participa-
tion rate is still above the 1960 and 1950 rates. The rate for older womnen in
general had been increasing but the 1870's has seen a leveling off of this trend

TABLE 1.—LABOZ FORCE PARTICIPATION RATES, AGES 55 AND ABOVE BY SEX. SELECTED YEARS

{In percent]
Meles Females
Ate 1950 1960 1870 1979 1¥50 1960 1970 1979
S5t059.... .. 8 2] 89 82 26 40 49 48
Gtobd. .. ... - - 8 18 15 62 20 23 36 3
&SPl e e - 39 23 a 20 7 10 9 8

Source: U.S. Buresu of the Census. “"Census of Population 1960, Detailed Characteristics.” U.S, Dapartment of Labor
“Employment and Estalngs.” January 1971, January 19%0.

For the population 65 and over, only a fitth of the males and 8 percent of the
females were in the labor force by 1979. About 30 percent of the males and 15
percent of the females 6569 were working or looking for work compareil to 15
percent and 5 percent for those aged 70 and over. Slightly over 8 million persous
66 and over were still in the labor force and of these 1.2 million were 70 and over.

A
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UNEMPIOYMENT

Older workers age 55 and over genernlly experience unemployment rates under
the national average, as is shown in table 2. They are generally valued Iong-
term employees who are protected by senlority rules and policies But older
workers who lose their Jobs for various reasons including plant closings, business
mergers, and econome conditinng may have difficulty becoming reemployed, They
have to compete against Younger persons with more recent education and training
and the presumption of youthtul vigor. They will be secking higher wages and
salaries than those with loss experience and the cost of their fringe henefits such
as insurance andg bensions may be higher It may also be more difficult for oider
workers to relocate to areas where emgployment opportunities are more plentiful
because of lonmstnnmng community ties

TABLE 2 —UMEMPLOYMENT RATES, BY SEX AND AGE, 1961-76

[In percent}

Males Females
Total, 16 Total, 16

Year nd over 5510 64 65 plus and over 51064 65 plue
1961.. 64 5.7 5.5 1.2 4.5 3.9
1962. ., 5.2 4.6 4.9 62 3.8 4.1
1963 5.2 43 45 695 3.6 3.2
1964 . 46 3.9 4.0 6.2 3.5 3.4
1965.. 40 3.3 3.5 5.5 2.8 2.8
1966 3.2 .6 3.1 4.8 23 2.8
1%7. .. 31 2.4 2.8 5.2 2.4 a7
1968 . 2.9 1.9 2.8 4.8 2.2 2.1
1969, 2.8 1.8 2.2 2.7 2.2 23
1970 44 28 3.2 5.9 2.7 3
1971, 53 33 3.4 6.9 33 3.6
1972, 4.9 3.2 3.6 6.6 3.3 3.8
1973. 41 24 3.0 6.0 2.8 2.9
1974 48 2.6 3.3 6.7 3.3 3.7
1975 1.9 43 5.4 80 5.1 5.1
1976... 1.0 4.2 5.2 7.4 4.9 5.0
1977 6.2 3.5 5.2 8.2 4.5 4.7
1978 5.2 2.1 4.2 1.2 3.2 3.8
1979 5.1 2.7 3.3 6.8 3.2 3.3

Sources U.S. Department of Labor ""Hancbook of Labor Statisucs 1975 wnd 1977 ' “Emplcyment snd Earnings."
tanuary 1979 January 1980 U.s. Bureau of the Census. *‘Statrstical Abstract of the Un'ted States 1979."

As u result of the above factors, the length of unemployment tends to be
longer for otder men and women The highest average durations of unemploy ment
In 1970 were the 10 weoks experienced by males 55-64 and 65 and over as is shown
in table 3 Leugthy periods of unemploy ment may lead to early involuntary retire-
ment or becoming a discouraged worker nnd eceasing to look for a Job. During the
1973-75 recession, the number of ‘disconraged workers™ rose 200 percent among
men and women n the 35-64 category compared to 73 percent for all workers.
(U'S President.)

TABLE 3.—UNEMPLOYED PERSONS AVERAGE DURATION IN WEEKS BY AGE AND SEX 1979

Age Total Mele Female
Totel 16 and gver . 108 12.0 9.6
161019 74 79 69
0124, 9.7 10.1 9.3
2510 34 . il 1 izs 9.8
3510 44 133 157 1.3
4510 34 14.5 158 12,1
$510 64 17.0 19 2 14,1
65 pluy. . 16 ¢ 193 10,0

Scurce U S. Department of Labor Bureau of Labor Staustics, “Employment ang Earnings,” January 1980,

w
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MANDATORY RETIREMENT AGE CHANGES

The 1978 amendments to the Age Discrimination in Employment Act (ADEA)
Increased: the permiss.bie retirement age for covered employees trom 65-70 and
there has ‘been widespread speculation as to the effect on retirement trends.
(See appendix for ADEA provisions.)

Preliminary resu'ts from one ear:y study of the effect of raising the manda-
tory retiremept age have already been discussed in the Commission’s paper,
“Varieties of Retirement Ages.” Finel results from this mail and telephone sur-
vey of firms by Portland State University show no wholesale change expected in
the timing of retirement. More than half (58 percent) of the empioyers replying
expected no change at all and only 4 percent expected more than 26 percent of the
affected employees to remain ot the job. However, the survey also asked about
the effect ¢n inflation and the report concluded :

“In the longer run, the state of the Nation’s economy can lead to changed labor
torce participation rates among older workers it infiation is not reduced. In this
sense, tne ADEA amendments may assume greater importance as a device en-
abling workers to react to inflation through continued work * * *.”” (Copperman,
Montgomery, Xeast).

A survey by Charles D Spencer & Associates, Inc., of 100 large companies
tound that empioyers expected ADEA impact on retirement trends to be mini-
mal. Moreover, the early retirement trend was expected to continue. However,
22 percent of the respondents mentioned inflation as a qualification to their state-
ments even though the subject was not in the survey. Infintion might affect pre -
ent trends by causing more employces to remain in the work force. (Spencer.)
Not all employers have had or do have mandatory retirement. Such policies
are more common among large employers with pension plans. Those that did
have mandatory ages below 70 (usually €5) had to raise them to 70. Some em-
ployers have opted to abolish mandatory retirement altogether and the Federal
Government was required to do so by the 1978 amendments, One study of chang-
ing the mandatory lmit focused on an analysis of the prevalence of mandatory
retirement prior to the amendments and the projected labor market impact on
those persons covered by mandatory provisions or policies. Using data from
the Social Security Administration’s Retirement History Survey (RHS), it was
estimated that a third of the workers were subject to mandatory retirement;
{mpact of mandatory retirement on lahor force participation was estimated at &
20 percent reduction. Applying these figures to the age cohort 60-64 in 1980, it
was inferred that there would be an increase of about 300,000 of the work force
85-60 in 1985, This represents a 15 percent increase in workers over age 65.
(Werthelmer and Sediewski.)

§ AGE DISCRIMINATION

Mandatory retirement has been viewed as a form of age discrimination in
employment nnd its application has been cirenmscribed by law, although permit-
ted by certain exceptions and interpretations of ADEA.® But other forms of age
discrimination in employment are 12ss tangible, consisting of attitudes which in-
fluence hiring and firing decisions. As one industry observer has put it, “What
munager of a department isn’t, when in need of additional help, looking for &
2¢-year-old college graduate with 10 years' experlence?”’ (Knowles.)

Two Louis Harrls surveys 4 years apart provide information on attitudes to-
ward otder workers on the part of the public and employers. The first nationwide
survey conducted in 1974 was sponsored by the National Council on the Aging
and the second in 1978 by the firm of Johnson & Higgins., Some identical ques-
tions on the subject of work and forced retirement were asked of slightly differ-
ent populations. Results of the 1974 survey are in table 4 and the 1978 survey

in table 5.

1 See the Commisslon's paper “Varietles of Retirement Ages' for discusslen of exgeptions

below age 70
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TABLE 4—ATTITUDES TOWARD WORK AND RETIREMENT, 1974
{in percent}
Public 18 ty 54
wih responsibility
Tota! tor hiring and
Statement public firing (18 percant)
1. Mobody should be forced to retire because of age. it he wants to continue working and
Intllohlohdum}ob % 7
z.“ﬂ.:ﬂ omployers discricninate against oider peopie and ma » o
. Vb oy ool v fBhf ov chace Beceasd i s g s \ e,
by g L A i ol o
4 Mmddovmphoontmuthndomnnllonmotobum"dldwhonmwmro " 2
YU ...l ecsens eveazanan
5. Since m&u?k are ready to retire 2165 yr of age and ity hard to make exceptions
for those wno ark not ready, it makes sense to have a fixed retirement 3ge for every- © .
e SeTS T TIr A A
6. peo, e more of 3
hnce on B Job ' -8 It

Source Lows Harris & Associates, Inc. “The Myth and Reality of Aging in Are «3'* Washi gton, D.C, The Nat
Council on the Aging, Inc., 1975, p. 26,

TABLE 5.—ATTITUDES TOWARD WORK AND RETIREMNT, 1978

{In parcant}
Currant employess Retired loy Busi leaders
kol (3565 it
Disa- Not Diss- Not Disa- Not *
Statement Agree gios sure  Agres gree sure  Agree gres sure

1. Nobody shuuld be forced to retire

bacause of age, i! he wants to

continue working and is still abla

doagoodjob,___. ... __.__. .+ 10 2 87 10 2 67 32 )

2. Most  employers  discriminate -

against older 13 and make

it difhcuit for to find work.
3, Older people should be forced to

mmh:t'm“npsouboﬁon

up » promotions for

youngetpeople. ... . .. _.__._ k13 62 4 37 8§ 8 45 53 1
4. Most people san continue to

pa;lo n a3 well on tha job as they

did when they were younger. ___. 57 N 6 &1 36 2 33 64 2

. L] 15 H 75 20 H 4 57 2

* Loss than 0.5 pet.

2 7S’ourcol.2 Lour Yarris & Asso. ‘a3, Inc. “Amarican Attitudes Joward Relizement.” New York, Johnson & Higgins
) . 12.

The reaction tc the statement, “Nobody should be forced ta retire ¢ ¢ .,
shows that similar large propirtions of the public and business respondests were
agiinst forced retirement in both years. In the &=cond question, tke san:e pro-
portlon (80 percent) of the current empioyees i 1978 as the totai puldic in 1475
agreed that "‘most employers discriminste against older people and fake it
diffieult for them to find work.” But in 1978 only 41 percent of the buafness
leaders agreed with that statement compared to 87 perce:t of the public respon-
sible for hiring and fring in 1974. The difference in the later yea: cou’® be Le-
cause of heightened awareness of prohibitions against age discrimination by the
ADEA and/or differences in tae business pepulatior: surveyed.

However, although there were fewer business leaders who agreed that there
was discrimination in 1978, there wcre also fewer businesen.¢n who agreed that
“roat older people can continue to perform as well on the job ag they did when
they were younger”—33 to 52 percent in 1974. The majority did not agree that
they can continue to perform as well. This perception by employers is often cited
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as one of the main reasons to retain a mandatory retirenient age— ie, one
mandatory retiresent age for all employ ees enables employers tu humanely exit
those who no longer perform ag well ax they once did One of the other maln
arguments, to give young people 8 chance, is covered in gaestion three of the
1975 survey. Slightly vver vne half of the businexs leaders and aimost two thirds
of the employees disagreed that older people shuuld be forced tu retire for tls
reason.

These two surveys illustrate tnat attltudes toward older workers and thelr
forced retirement are by no means unanimous. Repreaentatlves of the business
communlty, however, appear to he more favorably disposed toward forced retire
ment than employces and the general public and less inclined to nssess older
people as continuing to perform well on the job.

I11. Tne RETIREMEXT DrCISION

There are usually at least three elements present. to a greater or lesser extent,
in every retirement decision. {1) Anticipated retlrement income, (1) state of
health . and (3) .elationship of the worker to the job. Other factors ffelude the
amount of assets that the worker has accumulated, the presence ur alisence cof
dependent chlldren and the employmert status of a spouse.

RETIREMENT INCOME

antleipated retirement fncome has been found to be of pajor importance In
voluntary early retirements, anticipated receipt of private penslons in addition
to socinl security may be the most jmportant factor. And the Increazes in <ocial
security lenefits during the 1970's, lnc)udlng indexing of benefits for iuflation.
probably has been influential in the incfeasing trend toward early retirement for
men in the 1970 s compared to the 1980°s when early retirement was frst made
avallable.

As ha« been discussed in "Varieties of Rotirement Ages,” the early and normal
retirement ages of social security, private and public employer penslon plans
interact With the amount of the pension provided in influencing the retirement
decision. This 18 most apparent In the case of Government employee pensions As
one recent study comments, “"Government employees are most likely to expect to
retire before 62, reflecting their generous pensions that do not have a minimum
retirement age of 627 (Morgan.) Another study found a “* * ¢ higher than
avernge incidence of early voluntary retirement among Government worlers
Among whites. 48 percent of Government workers ag compared with 37 percent
of private wage and salary workers were,in this entegorv, among blacks the
corresponding percentages were 36 and 28" (Parnes. p 182) This same study
also found that in private emplovment ¢ ¢ * the probability of votuntary enrly
retirement iz almost twice ag great if a man i< covered by a private pension ninn
than it lie is not * Furtherr ore, ** * * Aedian pension inears |8 substantialis
higher nmong the enrlv voluntary retireeq than among any othe: group. exceeding
that for the “norma!” voluntary retirees by $£2,000, or 82 percent.” (Parnes,
p. 187.)

Thus, voluntary early retirement is definitely related to the availability of
relativels Ligh retirement income, Involuntars enrly retirement may result from
poar health and unempiovment a< will be discused.

Voluntary retirement at normal ages s alvo affected by the amount of retire-
ment income available and the normal retirement ages of pension plans and
soctal security But disincentives to work <uch as the social seenrity retirement
test and the cessation of prisvate pension benefit acerunls are also factore

HEALTH

.

The atate of thé older worker's health has alwats been recognized as a major
tactor in the r+ tirement decision Survevs have <havn that poor health can he
of paramount lmportance Yet it can also be a sociallv accentable rencon for
disguiing dislike of a job or inability to find employment Disentangling the
health factor from economie and other factors has been a major problem for
researchers As one lilustration, the statements from retiree respondents * My
health was bad.' 'T was tired of working,' and ‘T had a good pension” are concelv-
ably three different waye of describing an ldentical decison process in the cace
of an arthritic man in a dull job covered by a Hleral pension ™ (Parnes, p. 2685 )
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The latter quote Is from gne of the moxt extensive studies of the retirement
decisfon—the longitudir W tudy of the preretirement and postretirement ex.
perfence of men condneted at the Ohio State University with the support of the
1" K. Department of Labar, An important part of this study was an analysis of
the “‘route to retirement" including health. I'able 6 shows that about half of
the retirements over a 10-year period were attributable to health.

TABLE 8.-—Routes to retirement, 1966-76

Number of retired respondents . ____________ B 2,016
Total percent _________ _ 100
Forced out 3
Poor health 51
Voluntary 40

Early 32

Normal 14

Source Parnes. Herbert 8. and otherx “From the Middle to the Later Years Longi-
tudinal Srudies oi the Preretirement and Poxtretirement Fxperlencex of Men Center for
Human Resource Research, the Ollo State Universtiy, 1979, p 173. table 81

As might be expected, poor health may lead to involuntary early retirement
and the receipt of disabllity retirement henefits. By occupation, the longitudinal
survey found that among men who had worked in agriculture and the construce-
ticn industry there were o disproportionate wumber who had retired because of
poor heslith. It nlwo fonnd hat, = » o The likelihood for reason< of health is
greatest among the poorly educated. those in the lower occupationai strata, and
thoxe whose preretirement income per dependent was low.” (Parnes, p. 181.)
Thus the worker's socioeconomic status appears to be related to health status.

Tt 18 somewhat surprising that heslth remains such an mmportant factor as
shown by the surveys when overnll genera} health s improving and longevity
i3 inereasing. A possible explanation i« discussed in the 1978 “Employment and
Tralning Report of the President™ as follows ;

“Although the health status of Amerieans in genergl ig mproving. the prog-
nosfs for older Americans i< equivoecal On the one hand. bimmedical breakthroughs
in the last decade alone have Increased life expectaney dramatically, These ad.
vances in the prevention and care of fata] illnesses. however, seem to he accom-
panied by a rising incldence of nonfatal chronle aflments (sueh as arthritis)
tmong middle-aged and older Americans Casrent Population Survey data for
1976, for exampfesshow that over 60 percent of 45- to S-yetr-old male non-
e nts in the labor force left their lnst Jobs due to i1l health or disabilfty;

ss than 15 percent of them reported any Intention to seek anothe- Jobh, Since
me of the major factors in retirement ix boor health, the trend toward earlier
leparture from the jabor force especlally among men over 50, but alwo anmong
omen over 60, may reflect the mixed blessi-:g of long life expectancs coupled
h chronie fliness " (" 8, President. )

Ww

UNEMPIOYMENT

One job related reason for deciding to retire is losing job In the iater years
Ax noted in the background sectlon, it may re<ult in eqarly involuntary retirement.
Long term unemploy ment of older workers was the mum reason for Instituting
early retirement for men nnder socisl secnrity in 1961 Problems with unemploy-
ment and health yre <tfll ween ax powerful reasons by organized labor for retain-
ing cnrrf-nl'euri,\ and normal retirement nges The Ameriean Federation of Labor
and t'ongress of Industrial Organizations (AFI~CLO) position presented to the
Commisxion was that present retirement ages should be retained until the health
of older worker« improves and there are more job opportunities Comments on
uaemplovment poor heatth and other aspects of the early retirement declslon
by the AFL~CIO representative follow :

“Nearly two-thirds of «oclal ~ecurity beneticiaries now retire before the “nor-
mal” retireinent age of 8% un actuariatly reduced benefits Maoxt are forced to do
20 hy poor health and unemployment and are penalized with lower benefits for
the rest of thelr lives

“Obvioualy, when a worker <hould retire deperds on many Interrelated factors
*hat =ary greatly trom one individnal o another For exampie, because of the
phy«ical demands of the Job, the retirement declsion of g laborer or a coal miner

-

2

N

¢




184

may differ substantiaily from that «f a whitecollar worher Durlng thelr later
working yeags, many older workers find the pace of their Jobs bey. i f their phiy &
cal abliity. Large pumbers of them also suffer from chironie <1l health

“The soctal security program needs to be modified so that the retirement
dectsion to a much greater Jdewree would be an individual one based on one s
heaith, employment pruspedts, Incume, aud the nature of the job Among needed
changes iu thig regard are a lberalizatlon in the strict defindtion of disabillty
tor vider worfers after age 50 or 53 nnd provisiun fur a leas thun the present
actuarial redyttion in benefits for worker« who retire prior to age 685

Recently/muech digcussion bgs centered on proposals to rajse the age uf eligl
bility for social seenrity beneflts as a vay to redace the cost of the program
Raising the age of eligibilits for full sodinl <ecurity benefit« woald <ave the
sys:em money but woeuld break faith with workers who have pald taves all or most
of their lives on the assumption that they wonla retire at a specified age un full
benellts. Such proposals would alse be at the expense of <ome of thg poorest
aud most deprived of our older ditizens  those forced out of the labor market
becnwse of health conditions or unemployment The soluticn Is effective eco-
numnic potlcies that will enablc people to work The result would be mure incume
for the trust funds and mcere older wurkers remaining o and reentering the
labor force based on voluntnry chofee and not economic coerchin 1 Seldman

Whlle anemployment 1< undoubtedly vne factor In the retlrement Jdeclston, it
would scem that other factors are operating when anemploy ment rates for older
worhers nre compared to labor furce participation rates Charts 1 and 2 compare
aneniploy ment rates and labor furce participation rates fur ‘uales and females
A 64 during’the sears 1061-79

Chart 1 illustrates how labor force participation rates fir males have fn-
variably moved down whille unemplyment rates haite ductunted, ranging from
almost 8 percent In 1081 to less than 3 percent In W30, Female 55 €4 unemploy-
ment rates hive roughly paralleled the miovement of male rates sner the same
v, . but chart 2 demonstrates a far different pattern {u labor furee participa
tion rates The underlyving trend at the begiuning of the pericd was fur Increased
participation whatever the ubenpwyment rate This trend penked {n 1369 and
started to fall &8 unemplofment r se nlthough unemployment was «tiil at a very
luw level The participation rate reached a low polnt in 1971 and ruse thereafter
aespite the climbing unemployment rate.

Charte 3 and 4 ~how the relationships hetween the labor furce partjcipatinn
rate and unemployment rate for males and fennles 65 and over Here, again
participation by miales has dropped almeost steadily downward whatever the
unemiloy ment rate aithough purticipation has shown slgny of stabllizing at the
20 percent level over the last 4 vears Chart 1 «hews bow the relathvely low
level of particlpation at the beglnniug of the perlod had Jdropped even laner
by the end of the per.od, but appears tu Lasve stabllized «ince 1054 at the % percent
rate
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Chart ]
LABOR FORCE PARTICIPATION RATE AND UNEMPLOYMENT RATE
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Chart 2
LABOR FORCE PARTICIFATION RATE AND UREMPLOYMENT RATE
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Chart 3

LABOR FORCE PARTICIPATION RATE AND UNEMPLOYMENT RATE
Males 65+
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Chart 4
N LABOR FORCE PARTICIPATION RATE AND UNEMPLOYMENT RATE
Females 5+
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Source: U.8. Burasu of labor Stetistica. See chart I.

The preceding analysis does not shuw a clear cause and effect b fween unem-
ployment and older worker participation in the labor furce, Obwiously other
factors are involved.

A recent survey has uncovered &nother aspect of unemployment and retire-
ment. Thiz analssis stowed that large amounts of unemployment discouraged
early retirement, perhaps foreing udditiunal years of cmployment to make up
for financial 1osses due to unemployment. « Morgan.)

OCCUPATIONS

The type of work and nature of the employer are also factors in the retire-
ment decvicion  Fersons Wl are self-emp'oyed In smuall businesses or professionai
practices do not have any institutional pressures to retire and Liave more control
over thetr working time than those who are employees. Small firms tend to not
hi2ve mandatory retirement ages or pension plans while larger firms have both
Personsg In occupations such as college teaching are able to have flexible hours
and favorable working conditions which enconrage later retirement while hlne
coliar workers in factories must punch a timeclock and may have other con-
atraint« and less favorable working conditions which encourage egarly retirement
The 1978 Harris surves found that the type of employment {s a major factor
in attitudis toward retirement  “The self-employed are wore 'tkely than either
heurhy wige norkers or salaried workers to want to continue working as long
n4 possible (n tutal, 71 percent of the self-employed nould prefer to hold some
type of job instead of retiring « npared with 53 percent of salaried workers and
42 percent of hourly wage worhers W ho express the same view.” (Harrls, 1978,
p 14)
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MANDATORY RETIREMENT

48 discussed in the first section, the lifting of the mandatory retirement age
from 85-70 is not expected to have a great impact ou the igbor force participation
rates of older workers as determined by recent studies. Past experience, as docu-
mented by the longitudinal study, has shown that. relatively few male older work-
ers have been forced to retire. Table 6 shows that only 3 percent were forced out
by mandatory retirement provisions. The study concluded :

“It appears that very small proportions of retired men over 65 have been
the victims of mandatory retirement, Of the minority of all employed men wha
are subjct to guch plans, large proportions either retire prior to the mandatory
retirement age by virtue of health problems or by choice, or are not inclined to
work beyond that age even if it were possible to do so. An important reason
is the increasing liberality of Drivate pension plans, which are more likely to
exist in conjunction with mandatory retirement than in its absence.” (Parnes,
p. 175.)

WOMEN OLDER WORKERS

It should be noted that women were not included in the Parnes survey and
there is a general lack of information on the retirement decisions of older
wamen. A survey of the research on the retirement decision states:

"To some extent, the lack of studies on the retirement decislon of older women
may reflect a bellef that for the cohort of married women currently at or near
retirement age, economic and health factors are not responsible for the labox
%ﬂly decision. Such an argument explicitly underlies the exclusion from the
réfirement history survey of married women respondents. According to Irelan
{1973, p. 4), no interviews were conducted with married women because “pre-
liminary field interviews made it clear that for most married women of this
generation ‘retirement’ has little meaning apart from their husband’s stopping
work.” Although this may be accurate for the majority of women ia that co-
hort who have no 1abor force attachment, it ig not necessarily the case for the
substantial number of older women who do work. The large body of empirical
research on the determinants of the labor supply of younger married women has
consistently indicated that their decision to work {s more responsive to economic
factors than that of men. There is no reason to expect that economic factors
are any less important for older cohorts of women."” (Mathematica Policy and
Research.)

The 1974 Harris survey gives us zome information of the importance of eco-
nomlic factors to women workers. When asked what they would miss most about
the job, “money” was the most important fa:tor to males and females 55-64
and the proportion choosing money was exact’y the snme—q42 percent. A higher
proportion of females than males in the 1° 54 group—410 to 36 percent—chose
money Only in the 65-and-over age Eroup was money chosen by a smaller propor-
tion of women—27 percent—than another fartor, 30 percent of these women
workers felt that the “feeling of being useful” was the most jmportant factor.
(Meler.)

ITI. DISINCENTIVES TO EMPLOYMENT

After becoming eligible for social securlty old age henefits, the biggest dis-
fnecentive to work s the retirement or earnings test. The test reduces benefits
for otherwise qualified old age bencficlaries® when earnings go above a certain
amount Since the purpose of the soclal Security benefit g to replace earnings
lost becanse of retirement, the test ix used to determine who is retired The test
does not take into ac *ount any other fncome since {according to the ratlonale
for the teat) that woald change the nature of soecial security from an earnings
refated fnsurance program to an jncome tested program

Originally no earnings were permitted, hut the earnings test has been gradu-
tllv liberalized to allow a small amount of earnings wi.nout loss of benefits, By
1977, the amoeunt wag 23.000 with a $1 reduetion for every $2 earned thereafter.
In 1977 legislation drasticaliv Hberalized the test, donbling the exempt amount
by 1952 for persons 63 nnd oser and lowering the age when the test no longer
applies,

3The Impnet of the snrnings test on disabillty henefleiaries s discussed in the Commis.
alon’s disability paper
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Cirrently, If persons ages 65-70 have earmngs over 35,000, 1 in benefits is
withheld for evers $2 esrned abine the limit For persons 62-64, the himit 1s
£3.720 and there i no limit for persons 72 and over Age 72 14 scheduled to be
reduced to T4 after 1951, The exempt amount 1~ scheduled to rice to 85,500 in
1951 and $6.000 w 1982 Thercafter, the levei will be adjusted automatically in
accordance with average annual earnings us iy currentl, true of thie leve' for
persons 62-64.

The fact that the test provides for a $1 reduction for every 82 earned above
the exempt amount results 1 a 50 percent tax rate on thewe earnings This, it is
generally recognized. results in a powerful work disincentive Ay one study of
middle- and upper-level retired managers and professivnals found, “Many of the
respondents will not even consider luerative positions because social security
earned Income lmitations aud the resulting heavy marginal tax rates are <uch
an trritant and a disineeutive ™ (Gray and Morse ) Other studies have show2
that retirees tend to lumit their work effort so that earnings do not exceed the
exempt amount and the exempt amount is viewed as an earnings eeiling by
mamy older workers (Hackhing ) Thus, the effect of the test 1% to eliminate
«ome workers from tiue lubor foree altogether and place a himut on the part-
time e rnings of others

WORK FEFORT ESTIMATFS

Just how miuch work would be stimualated by the removsl of the test is a
<abject of some coutroversy involving nor only the supply and demand for per
Olls 63 and over* but aiso the importance of the test 1u the retirement decision
Tlns i~ difficult to determne either theoretically or empirically A recent inalveig
looks nto the probable response of working individuals ages 63 69 and those
of the same ages who are retired, The study assumed no new incentives to lure
older workKers and 1s a l-vear estimate

Table 7 presents the results of the study 1 terius of additicnal earned 1neome
and social securits (OXRDIT) payroll tuves resulting from el ting the test
Table s shows the number of workers and the mcresse not ehlhv i QASDIT!
taxes but individual meome taxes that would resolc from additional full-time
employ ment »f workers who would otherwise be fully retireid The number of
workers 18 an estinated 10 percent of a group of retred workers in 1978 with
rocent earnings above the then retirement test cethng of R4.500 The authors
note, * The selection of 10 parcent as an upper houndary  us the proportion of
the ~elect group of retired workers aged 65 69 aneluding retiring worhers aged
65 who would continue tull-tge eluplovment 1< a perscnual judgment” (Gorp-
don and Xehoeplein
TABLE 7 —CHANGE IN EARNED INLOMt AND OASDHI TARES AFTER tLIMINATION OF RETIREMINT TEST, WORKERS

AGES 65 T0 69

{€stimates (n thousands}

Change tn—
B OASOHI taes
Earned -
Typa of worker age 6510 59 ncome Total 0ASI o] H!
Total $578 614 $463, 382 483, 561 $131,671
Cutrant worker —H 035 358 138, 736 94,734 17 083 26 919
Retired woiner- {0 parcant of selected
WOrkars 4 28 933 539,878 368, 643 66 478 104, 752
Percent of changa «n taxes ! 134 915 1 6% 26

1 Based on 1982 combired employee employer tax rates

Shurce Josephine G Gorgnn and Ketart N Schosptem  Tax Impart from Ehmiaton 9t the Reprement Test * Social
Security Bullelin, Septembe 1979 table 2

s This analy ads i Ml ted to this age groap
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TABLE 8—ADDITIONAL WORKERS, EARNED INCOME, AND INCREASE |4 INCOME AND OASDHI TAXES AFTED
ELIMINATION Of RETIREMENT TEST, RETIRED WORKERS AGES 65-69

{Estimates in thousands}

Incresse in—
Changs In Indlvidual
Kumbser of sarned incoms 0ASDHI
Income tax fling status workers ! income taxes taxes ?
Tobl o 299, 000 34,028,933 $76¢, 450 539,877
Indiduats,, ... 148, 000 1,294 485 211, 130 173, 461
Married principal wage sarner. "1 151, 000 2,734, 448 575, 329 366, 416

‘lsgapvmnts 10 parcent of hled and nonfiled returns of otirad workers with constructed annual earnings of above

T Based cn 1982 combined ploy ployer tax sate of 13 4 percent.
¥ Includes filed and nonfiled returns of xmlio Ptr3ons, marned persons fiting separately, and heads of households.

Sourcs Josephine G, Gordon and Robe;t K. Schoaplein, "]u Impact from Eltmination of the Retuement Tast,"” Socias

Security Bulletin, September 1979, table 3.

to all eligible persons who are working. . .

The panel of consultanta of economists and actusries to the 1979 Advisory
Couneil on Social Security emphasized costs of removing the test in its analysis
of the retirement test. Relevant empirical work, it concluded :

“* * * indicates the vast uncertainty that must he attached to any estimate of
the effect of the retirement test ok the work effort of the elderly. However, it
is the panel's Judgment—and it ig only a judgment—that it wouldlbe unwise
to believe that g very high propcrtion of the total costs of removing the test
could be recouped from Increased payroll and income tax collections. In order
to conclude that recouped revenues significantly exceed one-third of the costs
of removing the test, it ig necessary to assume that the totally retired population
would be reduced in size by a significant amount. It seenis hard to believe that
the test is that important to the retirement decision more likely less than one-
third and perhaps as little as 5 to 10 percent the cost of removing the test
conld be recouped as the result of increased wofk effort."” (Advigory Council on
Social Security, p, 355.)

It is apparent that Judgment is inevitably involved when estimating the work
effort elicited and taxes that would be raised by eliminating the retirement test.
Estimating other economic effects also must employ judgment.

Aside from generating increased tax revenues, the additional work efrect
brought forth by eliminating the earnings test would have other economice effects,
The Natlenal Retired Teachers Association and American Association of Re-
tired Persons, in bresenting testimony to the Commission which in part nrged
the abolishment of the test. stated that ;

"* * ¢ if ohly 1 mi'lion older persons reenter the lahor market on g part-
time hasis, even earning at the minimym wage, the inerease in gross national
broduct that would ocenr wonld exceed the £2 9 billion that the Social Secarity
Administratim recently e<timated would he the annual cost of repealing the
test for persons age 85 and over (Hacking.)

¢
EQUITY I8SUE

Thig paper 1< Jooking at the retirement test gg an employment disincentive,
However, there are other aspects to retatning, liberalizing, or abolishing the test
which need to be briefiy mentioned. One major reason for abolishing the test
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ts on ground~ of equlty As the panel of consultants to the Advisory Counal
states :

‘It s very bhard to eoncoct an argument for the retirement test based on
equity. To the extent that socinl security «<an be rezarded is either an iucoime
maintenance program or as 4 program that insures the elderly against a foss
of tncome. it 18 illogica) to argue that earned income should reduce benefits
while varfous types of investment income. including private pensious, should
not.” (Advisory Council on Social Security, p 356.)

The faet that earunings cause reduction of soctal security benefits while other
forms ouf income du not is the principal reason that retired persons see it as
unfair and why Congress has frequently liberalized the fest As the largest
organization of retired persons, NRTA-AARP, has pointed out :

“Given this country's historfeal predisposition to the work ethie and the fact
that thie only ncome-related means test jmpused by the social security systewn
is on earned incume, it ought to be clear why the test is so unpopular ainoag the
elderly and why it i~ frequently the target of congressi snal proposals " (Nationu!
Retired Teavliers Assoddation American Assoeiation of Retired PPersons.)

BENEFITS TO HIGI INCOME PERSONS

A major reason for retaining the test 18 that removing it would primaril
benefit relatively higher income persons The funds which would be used to pay
them benefits while they are st:ll working could be better utilized «Isewhere

Those who are sorhing, of course, tend to hase higher incomes than those who
are Hot snuee most pensions and socudl security replace only a portion of wage
or salary lnecome, The report of the Advisory Ceuneil notes that  Estimates
based on 1976 data mdicate that where a worker aged 65-69 1« uffected by the
earniugs test, total incoine for couples s almost twice- and for single persons,
three titmes--the neome of those not affected ' (Adsisory Council on Sodial
Security, p 183 )

However, there are many persons affecled by the retirement test who are
worhing only part time and either hold doan ther hours of work or drop out
of the labor furce altogether because of the ceiling muposed when the carnitigs
test lu-gin\? to reduce benetits Solue persolis #dso fad to report earnings be duse
of the test Tu addition, surveys have shown that persons with low retircmernt
i Laes ten to want to return to work nore than thoxe with higher ircomies
Che 1974 NaYris survey showed, for example, that 13 pereeut of persuns aged 65
with incemed under $3.000 and who are not working would like to, work cow
pared to 31 p(-fq:( for the retired population as a whole (Meier,)

Thus, there a abor force dropouts with low 1ncomes who woald be benetited
as well @u those Wwith high fueomes from earnipgs who would benetlt from
abollshing the retirenjent test.

/
ADVISORY COUNCIL DECISION

Nluee the H)ﬁg.\d\lcorp Couneil on Socinl Securfty has carefully roviewed
whether or not to retain the retiren.ent test, [t is pertinent to revies thewr rea
sotns for retaining the test, The majority of the council :

i1y Dectded that other program lmprosvements should take priority over in
creasing the exempt amaount

129 Agreed that concerns about work incentives had some validity but that
elimination of the test represented a low-priotity use of funds

13 Rapported the continued application of the test to earnings only

Four members of the 15 metder councll presented a supplemetitary statenment
un the need to phase out the earnings test They concluded that thic retirement
test can no longer be supported on a strictly logieal basisand

The ouly real justifieation for continulng the test Is the fact that the only
persons who are really hurt by the test are personis whose [ncote 1s ginte suh
stantial ln relation to other benefictacies Te elinin..e the test would cost about
1 billion per year and when fund- are so tight there src many other henefloianes
whose need 1 more desperate The retirceimnent te<t really should be phased out
over & period of years " t Advisory Council on Soclal Security, p 239

Nix menthers of the Coundi! signed a supplementary stutement on liberahzinug
the earning« test ~tating

We agree with the majority of the cound! that it Is probably undesirable to
ralse the ativunt of earnings that an indls ldual eon make and <till recelsve social
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security benefits. However, we are concerned that the 50 percent tax on earnings
above this threshold will continue to Impair work Incentives. Because the popula-
tion Is aging, we should do all We can {0 encourage people over 3:; years of age

turther liberalize the earnings test Is given-in table 9."This particular schedule

TABLE $.—PROPOSED PARTIAL PAYMENTS OF BENEFITS

{ln percent}

. Subject to
Indepandent arnings

Ap . of zetiremant limitation '
62,1 64 - -9 100
65 - 15 85
- — 30 70
S I e 45 55
LTI s .- 60 49
- ———— 75 5
70 and over v - 100 0

Sorcs: Re, of ths 1979 Advisory Councit on Social Sacurlly. “Social Sscurity Financing and Banefits.” Washington,
0.C,, U.S, Dos:‘r?mm: of Health, E(;ougtlon. and Welfare, p, 241. .

\

WAQGE. RELATIONSHIP

The proposal presented in table 9 s somewhat complex and would Probably be
both ditlicult to understand by retirees and difficult to administer since the exempt

could be ralsed to one-half the average wage or salary of the younger working
population ® and then increased as wages increased. This i only {llustrative ; other
formulas could be devised relating the earnings test |p a more“rational way to
~desired labor market effects. ‘

T4X EXEMPTION

Instead of further liberalizlng the earnings test, Merton Bernatein made the
following proposal in testimony before the Commission to induce ater receipt
of soclal security benefits :

*I propose favorable tax treatment for those who work beyond age 65 consist-
ing of exemption from tax for that portion of thelr earned Income that equals
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the effect of a partial general ‘revenue supplementation device without a ually
tapping general revenues, However, general revenues would decline because of
the nontaxation of income earned by tnose who would work aad earn without
the inducement. In any event, this device seems preferable to a relaxation In the
retirement test, Indeed, It might be put to work as a partial substitute for past
relaxations of the test. Such & move warrants exploration.” (Bernstein,)

DELAYED RETIREMENT CREDITS i e

{
Under the soclal security system, delayed retirement credits permanently fn-
crease the benefits of those who delay retirement beyond age 65. Creditsg are
awarded for each month retirement is postponed, They are, howe(ex, only

_
* $15.075 for those 25-64 11 1978, ‘ /

rd
’

’
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awarded up to age 72 when benefits are paid.regardless of work (due to be
lowered toage 70after 1981),

It was not until 1973 that the social sccurity benefits of workers who postponed
retircment beyond age 65 were given any additional credits. This was added in
the interest of equity for those who continued to work. In the 1972 Amendments
to the Social Security Act, the primary insurance amount was increased by one-
twelftk. percent for each month in which receipt of social security benefits was
postponed. The 1977 amendments raised the delayed retirement credit from one-
twelfth percent per month (1 percent per year) to one-quarter percent per month
(3 percent per year). The 3 percent retirement credit begins in 1982 for people
who reach age 62 in 1979 or later. For people who reach age 62 prior to 1979, the 1
percent annual credit continues to tpply. It is estimated that in 1883 (the first
year the increased benefit reflecting the 3 percent credit becomes payable) 100,000
people will get higher benefits and $15 million in additional payments will be
made, {Social Security Amendments of 1877.) .

Raising the delayed retirement credit in 1977 was an attempt to offset the
effccts of changes in the benefit recqmputation provisions* to eficourage workers
to,remain in the labor force. Howevdx, it is still relatively weak work incentive.
Although Congress recognized that a X-percent increase would be closer to an
actuarinlly fafr benefit increase, it was Xelt that the social security system could
not afford to pay credits that high. Aceord\ng to a background paper prepared for
the 1979 Advisory Council on Social Seculity, the estimated cost of the delayed
retirement credit is .08 percent of payro r every percent increase in the credit.
If the credit was raised to 7 percent to stimulate additional work effort, this
would have required an estimated $100 million in increased taxes in 1978. This
does not tane into account, of course, any addition to OASDHI taxes or income
taxes because of additional work effort,

PENSION DISINCENTIVES'

Outside of social security, retirees with private pensions are sometimes pro-
hibited from working in the same industry or trade. particularly when the pension
is under a multiemployer plan. Prior to the passage of the Eniployee Retirement
Income Security Act (ERISA) forfeiture provisiond in salaried plans which pro-
hibited working for competitors were fairly common but were rare ih collectively
bargained plans, But, particularly in the building trades industry, there were
prohibitions against working in the trade after retirement. This followed the
principle that the retiree should be prevented from competing with the active
employee for available work. (EBPR.)

ERISA, however, provided in section 203 that an employee's right to a normal
re.rement henefit is nonforfeitable upon the attainment of normal retirement
age. ERISA @id allow tor suspension of henefits if the retiree became employed
by the employer who maintains the plan or “in case of a mnitiemployer plan, in
the snme industey, in tht same trade or craft, and the same geographic area
covered by the plan, as when such benefits commenced.” (Section 203, 3 B ii.)
The Secretary of Labor was directed to prescribe regulations to the above includ-
ing the meaning of ghe term *“employed.” 4

Proposed regulations were issued December 19, 1978, but never became final
Uncer the propusal, a retiree may be regarded as employed for purposg.of suspen-
ston of benefits if an employee completes 40 or more hours of serviee in & ealendar
month. The regulation also dealt with the smount of the benefit that could be
suspended and a definition ot employers wuich maintain the plan as well as a
definition of multiemployer plans. To date, this regulation has not heen made
final, Nevertheless, it is apparent that ERISA permits suspension of henefits for
the retiree upon reemployment onlg under limited circumstances and primasdly
under multiemployer plans if the retiree is reemployed by an employer other than
the one prevjously worked for.

¢ The benefit recomputation procedure allowsr'Qn individual who works an additional year
to subktitute the earnings from the vear worked for the earnings from a prior vear 17 1t
wonld produce n hicher earningr hare for the purpose of fituring henefits Among regular
workers., benefit recomputations were far  more advantageous when earnings were not

indexed.
A
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o FEDERAL EMPIOYEES

. 4 In the Federal Government, Federal retirces who are reewployed by the
Government’ have thelt pay reduced by the full amjount of the annuity received,
Thisy tends to discoursge part-time work/ to supplement retirement income but
also prevents, receiving two incomes froni the sam¢ source. However, additional
service as a‘reemployed annuitant may qualify the employee to receive a higher
retirement ncome elth¢r through a supplemental annuity or a recomputation
of the basic annuity, . -

. PENSION ACCRUALS .

oy .
-AS-was discussed in ‘the Commission’s working paper, “Varleties of Retire-
* .ment':Ages,” additional pension accruals after normal retirement age are not
~ Tequired and;tlfus there fs no pension Incentive to work beyond normal retire-
" ment age unless'the employer chooses to provide one, Althouglé the Congress,
in passing the 1978 amendments to the ADEA, prohibited mandatory retirement
before age 70, it did not ‘require that employers give additional service credit
or penslon accruals for employment, after normal retirement age, often age G5.
The Labor ‘Department, which had the responsibility of enforcing the ADEA,
Issued an interpretive bulletin on the ADEA Amendments of 1978 which.allows
an employer to ceake contributions to a defined contribution_plan for workers
over normal retirement uge, and allows a defined benefit plan to fail to credit,
for purposes of benefit accrual, service which occurs after an employee’s normal
retirement age. The regulation waus consistert with legislative fntent that raising .
the upper age limit of mandatory retirement should not affect or disrupt present
pension practices, as regulated under ERISA. The regulation has been opposed,
however, by those who feel that not providing accruals to those over normanl
retirement age who continue to work is discriminatory and discourages work
effort. Also, there are cost snvings arising trom later retirement which would
offset the cost of additional ageruals to employers. PO,
Since the Equal Employment Opportunity Commission (EEOC) assumed re-

pension aceruals. This particular area has been the subject of many complaints
filed with EEOC.  Proposed ‘regulations to change the Interpretations on pension
accruals were submitted to the EEOC Commissioners In April 1980, which
2ttempt to address both the current inequities as well ag employers’ objections
to change. In drafting these proposals, the EEOC has stressed consistency with
ERISA regulations,

The major proposed changes focus on, (a) defined contribution plans, qnd
(b) defined benefit plans.’

(2) Contributions to <defined contribution plans would be required to con-
tinue for employess whose individual accounts are not sufficient at normal
retirement age to meet the lenefit goals specmnﬂ‘l in the plan.and for those
participants in plans for which no benefit goals™re specificd (usually profit
sharing, thrift and savings plans as opposed to money purchase and target
plans). Contributions to uonsupplemental defined contribution plans may ceasc
at normal retirement age If there are adequate funds t6 purchase benefits
acccrding to, tho established pian goals,

(b) Defined benefit plans would be required to credit years of service after
normal retirement age and would pérmit cessation of benefits accraals only for

employor ndjust actuarially the henefit calculated as of normal retirement nge
o reflpet the postponed retirement date. The second approach would require
plans to recalculate an employee’s normal retirement benefit to include eninry
increases and benefit improvements 1 hich oc ur during post-normal retirement
age service, K

- The proposed regulations, whether or not th

effect on the procescing or decisions of pending complaints, which will continue
to bo handled ander the Lahor Department’s Interpretive hulletin. One compiaint
filed by an individual repregented by the United Auto Workers (GAW), was

7 Another major propozal wonld require an emplover t6 provide penston or retirement
benefita to thore hired within 5 years of normal retirement age, by two alternative ways.
- They may now be excluded. .

654030 ~ 80 = 5 4




based on the employer's failure to award credit for service after normal retire- -
v ment age. It i3 the UAW's position that this action is prohibited by the ADEA, :
s and it is possible that a suit may be filed to this effect! If 30, a court decision may

; affect the interpretations of the ADEA.

As discussed in the CommyfSsion’s working paper, “YVarieties of Retirement
Ages,” 8 research project funded by the Administration -on Aging to assesss the
impact of the ADEA.on the business community surveyed employers with respect
topensichaccruals. - . . -

“Fifty-nine percent of the firms in the sample indicated that-their pension
_plans:permit pension benefit accruals after age 65, These firms employed 84,786
workers. Another 7 percent indicated they expected their plan to be modified to
' allowssuch accruals, Thus 66 percent of the firms will permit pension benefit
e sccruals after the normal retirement age in the near future; Permitting accruals

wis not. significantly assoclated with either organizational size-or industrial
classification. S L
“0f the firrss which will permit accruals nearly three-fourths will provide
service credits, wage increases snd/or continued coutributions to defined con-
tribution plans after the normal retirement age. The provision of wage increases
will perhes have the most significant effect on eventual retirement fncome for
persons iu defined benefit plans. This provision is significantly related to the
size of the 4rm with larger firms more likely to permit wage increases after the
normal rotirement age.” (Meler and Dittmar.)
A study conducted by Towers, Perrin, Forster, and Crosby found 57 percent of
the respondents-froze the pension benefit at normal retirement and 20 percent”
of the plans allowed additivnal accrual of benefits based on hoth earnings and
service after *ho niormal retirement date. Towers, Perrin, Forster. and Croshy
- - commente). however. that the responses probably reflected pre-ADEA practices.

rather thai eonscious poliey in thisarea.

Thus, it I8 apparent that the post-normal retirement age pension accrual issue
{8 still in flux with employers.-the regulatory agency and the courts still in the
process of making decisions. {Towers, Perrin. Forster, and Crosby.)

IV. EMPLOYMENT INCENTIVES

e — e s

While most people retire willingly. others becnme discouraged workers when
they become unemployed and can’t find a job. Other persons for health reasons
teel that they,can no longer handle a full-time job. Still others want t. have more
lelsure to explore different Interests. These types of workers may retire pre-
maturely; Rome would stay in the labor force, it has been speculated, if they had
more opportnnities for employment, for alternative work patterns, and for differ-
ent types of work.

Economle reasons £or encouraging older persons to remain: in the labor farce
longer include decreased pension costs, increased tax payments, increaged pro-
ductivity and the projected need for more older workers a8 the number of young
entrants I declining and will decline further ih the years ahend. Benefits for
older vorkers inchude the right to choose whether to wark or retire, continued
. employiznt opportunities, earned income, positive feelings of self worth and

. - Job satisfaction. !

: ALTERNATIVE WORK PATTERNS®

- Phrased or Gradual Retirement

Al <

In varlous forms this policy involves a reduction in worktime and an increase

in lefsuretime for older workers, Phased retirement offers both nsychologienl

and econor: ~~ support to the employee approaching retirement. Emplovers retajn

the skills and produetivity of elder workers and may reduce coats assncinted with

early retirement. But few employers presently offer phased retirement pPrograms

. in the United States. In a recent studv of the impact of the ADEA amendments,

7 percent of the respondents In a mail survey, indieated thev had imnlemented

phased retirement which was defined s a poliey which allows & qualified worker
to recelve n partial pension while receiving partial wages. Another 2 percent were \

bezinning to implement such a program and 15 percent were considering the
policy (Copperman). Another survey of members of the American Soclety for

*The following discuselon 18 dratwp Primarily from a speclat analysix, “In the Wake of
the ADEA Amendments.” prepared for the Commission by Iois F. Copperman and Fred
. D. Keast of the Institute on Aging. Portland State University. \_/\

o ;
“q
Q

8

-




A

E

v -

-

“there were other employees over 85 still working full time.
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Personnel Administration found that only 15 percent of the respondents have &
taperiug off program In which at least some employees can reduce vorktime as
they approach retirement (Bureau of National Affairs).

The following two programs provide examples Jf how phased retirement might
be implemented In practice. Teledyne Continental Motors of Milwaukee, Wis., hag
devéloped a Golder Bridge policy which enables employees reaching age 58 with
at least 30 xears of aceredited employment to receive ‘160 extra hours of paid
vacation during nges 58 to 61 and 200 hours for persons ages 62 to 68, This time
can be taken as pald leave, Income payable gt the end of the year of retirement,
or IN‘monthly Installinents atfter retirement. Employees continye to receive fringe
benefits whifle participating in the program (Walker and Lazer). .

Another type-of program |s seen In the following case study, In 1976, Electro,
Inc, (fictitlous name), developed a retirement transition policy based on requests
by older workers for decreased work hours and the need for the firm to retain
qualified workers. Under the guidelines of this policy, individuals with 5 years
of experience and 60 yeark of age could elect to reduce thelr workweek for a
period nat to exceed 2 years. If necessary, requests for work reductions could
result In changes In job assignments; e.g., If a supervisor whose job.required
tull-time work wished to reduce his or her hours, the employee's participation
would be contingent on the avallability Jof" a part-time Jobs, The availability of
pert-time work was not considered a probtem in the tight labor market expanding
firmrcontext. 4 . / ,

Employees In the program would continue to be eligible, for benefit participa-
tion on the same basis as regular employees. Where eligible earnings determine
the degree of participation, the employee's participation would be based on the
reduced Income level. Pensior benefits, which were from a defined contribution
plan including profit sharing, were not greatly affected although contributions
were reduced along with salary.

The number of participants has heen relatively few-—ranging from 5 to 10
percent of eligible workers—and mostly skilled production workers, hut those
that participated would have retired completely without the program. Partici-
bants generally have enrolled in the program In order to lucrease leisure getivi-

8 willle remaining active In the field of work. Nore of the participants have

tayed beyond the normal retirement age of 65 although, somewhat surprisingly,

4

Part-Time Options

Although It has been illustrated in the previous case study that those over age
65 continued to work full time, significant numbers of older workers may prefer
part-time employment to full-time work. In the 1978 Harris poll, 23 percent of
the retired respondents and 23 percent of current employees sampled indicated
that they would prefer continued part-time empioyment to full retirement.
(Harrls 1978.) -

There are varlous possibilities. Older workers may switch to part-time em-
ployment with the same employer or begin part-time work with a new employer.
Part-time work can be either permanent or temporary. Job sharing between two
Individuals may be utilized for permanent part-time employees. Some employers
keep lists of retirees who are available for work on a temporary basis. Others
may utilize temporary help employment gervices.

The category of permanent part-time workers is one of the fastest growing
segments of the U.8, work force and Includes all ages. In 1978 it included close
to 17 million people, mainly women. (Morrison.) The ADEA impact survey found
that part-time optlons were the most commonly brovided alternative work pat-
tern among the responding firms, with 22 percent of the firms having implemented
or beginning to Implement psart-time options. Only 50 percent of tle employers
‘were not considering adopting such policies, Coppermun.)

The over 65 (and the nnder 20) are the most likely of all age groups to work
part time. Nearly half (49 percent) of all those age 65-plug In the labor force are
working part time. The rate of part-time employment afnong the 65-plus has in-
creased despite decreases in the overall employment rate of this age group.
(McConnell.)

The utilization of part-time workers may recult in considerable benefits for a
firm. One study found that the most frequent reason for not seeking part-time
help 13 concern abont worker dependability. Potential turnover and absentee
problems were also frequently cited as sources ¢f concern, However, the super-
visors sampled were generally conceiving of the part-time help as young, unskilled
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workers. When an employer recruits part-time help from mature older workers
who sre stable and skilled, the problems concerning part-time worker-are sub-
stanfially reduced. When paying a part-time wage rate similar to that of full-time
employees, absenteelsm and turnover. stay low. Older workers generally do not
1sck-job skills, and the mix ot skills in a labor pool of older Workers are similar
to that 61 the full-time labor supply. {Werther.) - .
There are penslon-related problems, however, with part-time employment for
older workers. In:the Federal Government, the ‘Federal Employees Part-Time
Career Employment Act of 1978 has established a program to provide career
part-time employment. opportunities. But this program has not been entirely

successful ‘as a.phaseG retirement program because of what the Office of Per-

sonnel:Management calls economic tradeofts. Not only does reduced work mean
reduced pay, but the employee who switches from full time to part time will not
be able to use promotions or pay ralses after the change to increase the size of the
retirement penslon since it is computed on the highest average annual pay re-
celved*for any '3 consecutive years. For most employeed; this high-3 base will be
compited for the pericd before they bLegan working past time. {U.S. Office of
Personnel-Management.) Most defined benefit plans have similar formulas, su
the effect on retirement pay will be similar in both the public and private sectors
for employees covered under defined Denefit plans. : .

Some 0f the pension-related problems for those older workers who wish to
work part time have been discussed in the previous section on dis tives.
Thete are other economlic and noneconomic problems with part-time wo uper-
visbrs may have to take nonsupérvisory jobs, for example, which genera eans
loas of status.In fact, many part-time jobs have traditionally began low status
ard low paying except for self-employment and consultant-type of jobs. Part-
time employees may be considered in a category apart and.not consldered for
advancement. Firms hiring retired people on a part-time basis may also capitalize
on the fact that they have pensien income and pay low wages without fringe
benefits. Employers may also find the social security retirement test a constraint
on utllizing social security retirces. As one small business employer stated:

“My business is a itorial service and my only wish Is that there was no
1imit. on Social Securli® earnings. We have good workers that cam only work
part year so as not to penalized with deductions from their soclai security
that they have paid all thelr years.” (Copperman and XKeast.)

- - Flexitime }

Flexible work hours ofter employees the opportunity to choose thelr own arrival
and departure time from work within limits .set by management. For older
workers, flexitime allows increased flexibility in adjusting work and lelsure
houts to suit Individual needs. Most flexitime implementation has beewn {nitiated
by management to {ncreagse employee morale anG job satisfaction, reduce turn-
over, and ease problems of absenteelsin and tardiness. Research evaluating flexi-
time shows no negative results. Flexitinie appears to have few serious disad-
vantages, and I3 easier to implement than policies such as a compressed work-
week. (McCatthy.) ;

_ Results trom the ADEA lmpact study indicate that appgoximately 14 percent
of employers have implemented flexitime programs and %nother 8 percent are

beginning implementation, 17 percent are g ving flexitime Preliminary or serlous
consideration. The size of the employer, defined &g the {gtal number of em-
ployees, had no significant ussoclation with the company tion on flexitime.
Smaller firms were as likely to have adopted fexitime 8 larger frms.
(Copperman.)

Job Redesign .

When older {or Founger) workers can no lenger perform a given job, the usua
employer response i8 to transfer the employee. Other possible-redpdnses include
early retirement, disability retirement, or putting the employee on the shelf.
Job redesign has been recommended as an flternative response to presum
1.aysical and mental changes to enable workers to cope with the'r reguiar Jj
This i scen as changing jobs in crder to match the capacity of wr rkers growing
older. (Sheppard.) It is related to, but not necessarlly the same ds, tha job en-
richmient movement which geeks to improve the quality of jobs for ail workers.
Task analysis I8 generally inveolved in hoth cases.

According .to a 1967 Department of Labor report, few of the 1,000 largest
Americap indust-isl corporaticns have snacifically redesigned jobs for older
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" workers. There Is no compelling reason to think that much has changed In this

regard although the quality of worklife projects may coincidentally include older
persons. (Bheppard.)

- : TRAINING AND EMPLOYMENT PROCRAMS

. . new jobs has often been unavailable to
older ‘workers...More often :than not, ‘the opportunity to participate In new
‘learnings experiences and retralaing programs.decline ag a person approdches
retirement: (Copperman and Keast.) Heasons for this Lave Inclyded & Ucllef 'on
‘thepart of employers (and educators as well) that it'was not worthwhlle or cost
effective to traln older persons compared to younger persons because of the
expectation of ‘shorter wozk lives.- Qther reasons huve included the lower level
of ‘education.of older persons-compared to younger people and a bellef that
learring abllities decline withage. . : -

The Argument concerning cost effectiveness:for the employer or educational
insgtitution fails to-take:into gccount the fact that job and career turnover is
higher for younger ages than for clder-ages. And, It Las been argued: .

‘“There -are rezsons to bLelleve that new tralping-is complementary with
previous training, That Is, more highly experienced or educated workers can
learn new skills in a shorter. period of time, thug reducing marginal training
costs. To the extent that the prior experlence of older workers makes them
more truingble, the increase fn marginal costs of tralning with age is reduced.”
(Nammartino.) ‘ .

-~ Education and Training

‘The argument concerniug education Is less cogent than It once was since:

“® ¢ » {t appears that the gap in education Letween younger and older workers
s narrowing, which would contribute to a continuing reduction in relative train.
ing costs. In 1068, 40 percent of 53- to G4-year olds had at least a high school
education, compated with 70 percent of 23- to 3H-year olds; by 1976, the percent-
ages-we, and ‘85, respectively, By 1850.the median years of education for
workers aged.-45-8¢ Is projected to be 12,6, and 12.5 for those aged 55 to 64,
compared to 12.7 for the total clvillan labor force * ¢ ** (Sammartino.)

With regard to learning, various research has demonstrated that learning
abllity and Iritellignee does not necessarly decline with age. As a Department
of Labor study states: . . .

“Regarding "learning and training, Birren suggests that, under most clrcum-
stances, there I8 little change i primary learning ability as age increases. When
differences between age groups do appear, they are usually the result of differ-
ences In.perception, set, attention,. motivation, aud physiological state, rather
than learning capacity.” (5.8, Department of Labor, p. 84, -

Not all older workers. (and younger workers as swell) are intesgsted In train.
ing, programs, but a substantinl proportion are s shown in table™M9 which is
besed on thé 1974 Harrls survey. Although the younger population 18-54.had
the highest.proportion of mep and swomen who were Intercsted in retralning.
more than one-third of those ages 65-64 would be somewhat or very Interested
in such gralping. Of the public 65-and-over, a small proportlon—15 percent of
the women and 17 peréent of the men—Wwere interested, Considering the barrlers
to employment for this age group ( Including at that time maudatory retirement
at age 65) It g not surprising that only a relatively few wige Interested. The
Into the smaller age groups, Le., 65-09, 70-74, 75 plus.

TABLE 10—INTIREST IN LEARNING NEW SKILLS OR PARTICIPATING IN J03 YRAINING PROGRAMS,

BY AGE AND SEX
fPercent distribetion)
. 12054 5Sto 64 85 and over

batwery M Male Femste Male Femals Male Femgle
Very lntuestedoe.e . oo oee ol k3 0 15 12 1 6
Somewhat intesested. . ,........... . Fi el a2 4] 19 L4
Mot at el ¥ 3 4 88 n 78
3 § ? ] H .8
| RN H 1 2

Soarce Olzadsth L Meler, “Aging in Ametka Linplications for Employment. Washington, D.C.. The Naticasl Con.
{uanze 90 the Agiag, 1976,
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In general older workeos aro not represented propurtiunatels te their eigibil
ity In Federal emgdosment and traluing proorams, Programs awder the (ompre

/7 hensive Employment and Tralning Act (CETA, have malnly sersed uncmplos ed

and unde remployed suuth, CETA 18 funded ot atvund $13 bitlion. Bt fur the last
1 years saarcely 10 pereent of all participaots were age 45 f over with abarply
declinlong proportions for indistduals aged 53 and vier (Federal Council on
Aging.) Accvrding o a CETA analssls (sxaed In May 1975, these ander 22 made
up 51 percent of the 1 ¢ milden participants in CETA titie 1 projects but only
22 percent of thuse cligible, those 15 and vver made uf 7 fercent of the particl
pants hut 22 percent of those eligible for participation, (Kauer. table 1.)

In 1078, however, CETA war auended (section 805 of title 1115 to mandate
the desclopment and estsbliahment * * * of programs (o middleaged aod
alder norkers, which will lend to 2 more eeitable share of employment and
traluing resources fur middle sed and older sorhers  Lesearch aud demonstia-
then prokrams aee cplled Cor wbjch are funded for £2 million in fAscal 1680 and
it he funded for £3 million (o fiscal 1051 according to 8 recent stntement of the
Secretary of Labor.

Senlor Communtty Sereice Employment Proyvam (SCEP)

The majui emplogment prugram specAcelly disected towand older workers ia
the SCHEP progran. (uften veferred to as the senior aid brugmin) funded ander
titde b of the Older Amerians Acl. This program 1s admlnistered by the Do
partment of Labur +DOL) and prusides about 50,000 jmel time Jobs I human
sTVICes UL, ohs Yof wuThers afe 55 and over who base been chrontezlly
anemployed and sre delos the puserty level, The SUSEP program is separate
from the CETA prugriun and s aulxuntas ted to the natlonal aging organizativhs
an woll a3 State srencles on aging. Acourditg jo DOL, there are 20 applicants
waiting for evory opening In this program

SCSEDP han been generally successfol not only in providing esrned income fo
participants and providics needed ser<dies i human ackvice agencles, bul in
pdacing sume particlpants In tunsabahdized Julm. 11 hae oftan been sugrested that
SCSEP be capanded twcause of the obvlous needs of the population sersed
Thete have alao been supgestions to tafs it le & more formal b trning and
retraining program .

Tasr Credifs and Trataing Subaidics

Employers in the private secler hose bees encvuraged ta bire disadsan aged
wurkers thruagh rellisely new tax credits and CETX Iinining submdien Thess
propreme are the argried febm tax crmedit and the privale sector inltatise
program The tax propism prosides a 1ax credit egual to Laif the Srat-Jeat salars
up 1y 36,000 atd wnefourth ihe sexutid sear U nder the prisale sntiatise program,
etaplosors hire the unemployed Lo on the ful iminins and CETA pays the costs
of the tralning sad the wages of the troinees Young worhess rather than oider
workers hase been the focan of these prougtams but older sorhem eould quahfs
It they are badow poterty Hac, the foog ter unemplojed, ot 881 pocipionts

V Sruuaxy of lepres axo Opsioxa

’

Older warkeos age 60 and wsef hace beets steudil dev reusing ther fabog fores
smeticipmtic o, particalarly in the loat decade This s due to 3 nunest of inter
related parsunitl, petaiot, oud Jabor market durces Both onomploy ment and
punt health by themsdan sy foree eatly Jnsolu@ary relitems ot or combane
to bring about the e rewalt Howeses, 10 s onhikely that theae two faclors
ecan be the only influcrees opcrating shen groo ml bealth Las beva improang
gad anenployment e ex have Buctuatod

It e apparent that a aamber of structutal fasbors hase Creatsd wane distocen
tives o Work for the older poprilntican Thes JRanoenlives bl o varage vatly
eatfremnent art Jiscourage wore after ot elisuble for msal seanits and
smployer ponafe

SIINLERTIVE S Y0 EMPIOY MENT

After bevonning chigihie G0 wwal wecard®y ol agr besedita the bigtest i
fereative (o work I8 the relitemmet! of cafinke le? Catrontiz of pofsto age 85
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72 have earnings sver £5,000, $1 1 benellts Is withheld for every 22 enrned ghove
the itmit. The lnit Is scheduled to Increase tu 36,000 for those oser 65 I 1082
nud adjustments o rising wage Jegels thereafter “Fhe age lLimit i aleo to be
redticed te 70 after 1981 A

1t I3 generally recognized that the retinement test dovs aet to resteiet work
effurt and many beneficiaries who do work restrict earnfugs below the lesel when
Lenefits are redueed The retirement oot does nat apply to nopwork Meome,
and this-ins been, aud 15, source of «unsidersble eritfeemn concermng the equity
sf penallzing income from « Aarnings One counternrgument 15 that sicinl secierity
I8 not an annolty and If the retirement {est were to be lifred completely. poranng
with high work incomes would Lenefis at the expense of the trust fund. While
some peranns with high earnings and jncomex would undonbtedly beuelly, other
ersons are worklng te sapplement low sorinl securlty benetits, They keep their
carnings down lwiow the varnings test threshold and drop out of the Inhor forve
in order (o aveld having (hefr benetios reduced Others way resort to subterfuge
in arder to maintain fulls eligibility

The coat and benelitx of remocing the ecarning< test are gz subifect of oon
troversy, Recently, a soclal Seeurity Adinfnist, e} (S84 studs concluded
that elimination of the relirement tost for workers ages 65-80 would resuit in
an ndditdoun! 8756 mililon in payroll ses and ar estrs SUTTS milllon in
Fuderal Income 1axes This wenld offxet 15 pereent of the 321 bllinn thar 887
has totimated §t world cost to eluinate the test and pny benefit~ 1o all eligible
peton® who nre workiog The Nulton g Hetired Teachers Assctation pd Ameri-
ean As<oclation of Retired Persons s arguing for the sholl-hwent of the text,
bas emphasized the resultiug fnereu-ed eontributicng 1o taxes, to the economy
und to retirement fncome

There are vartous sllertutives to ab Auhiing the retirement test completeiy
One alteruative wonld be 1o enesurage mors part-time work and mise the esrn-
ingm test W§l further unial it jo ih ur ot-half the svernge wage for the soanger
population .

It ean alzo be armed that ‘he s urrent delayed retirement credit provided
upder social secusst) i« (oo weak to provide mueh fneaontive 1o continue o work
2l not claun tenefits bolven the ages of 43 and 72 Although the credit Is
xeheduled 1o increa-e from i perostt per yenr o R jereent Ver year in 1083 thia
besthll low ‘The actuarinlls (510 incrreave 15 7 percent.

Outslide of soclal mecurity, setiress with private or publa pensjfons are wnme-
times prolubitsd frow eugaging in work sjilar to that performed for the
cwpluyer before retireinent or have their peasionts rednoed or cancelled In the
Federal Government retitees who are reempioyed by the Government have their
pay oeduend by the M amount of the annnity received

Ressons.fur allewang retfrecs tn eolleot thelr penstous and work n.e to ang-.
went pelirement ine vne amd contrihnte to the national seonntmy The rotire
ment systeins Wonld not ben-fit flnane fally except where additional axes and
penutons contribmtions are applicable.

Although the Age Di-erimination in Employment Act (ADEA has recently
bberslized mandntory rotfremont by ratwing the upper Hmit from 45 o 70, the
Brl has Leen Iuterpreted as pot requiring pension accrunly after normal retire
ment age This freezing of accruals netd ax a disincentive to wark bevond pormal
retivement age by thowe covered by bens-lon platk Current propeaais ta provide
acerunlia could be maslated to set as w'ork incentiven

Ao retirement may Sl be mandsted at age 70 toutslae the Federnl Govern
ment gder ADEA and while few erans may wish o work tbeyond wila age, it
fq )] weon an g limitaging of o porvan & froodor tn continte worsisg Otherg e
R aw 8 Bumate way to untformdy terminate abjer etuplos ses who have bad work
1ag skilly and peoductis iy decline

EXPIOYMY XT INCYSNTIVEM

Currpatly ulder workers are nnt aiven o great deal of nppOrianity to upda'e
thelr work sgille partienlarls in Federgd employment and training Pregrnms
Under  the lnrgea Brrwmm the e aaprelonaiyve emplogment and iraining
{CETA) progmum young workem are disproportionately enroiied compared to
thelr representation tn the rhigible popelation and older workers have minimal
partictpation  Thre weuinr CAniaty vetvice employment progeam (8CIEP
funded under the Olider \marienns Art fe a succesatal progrim v bich does not
WMot the vatierse of gevd It precides shanr S 00O part thims- jobs §n human
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gervices for workers age 55 and over who have been chronically unemployed and
are below the poverty level. One cbjectise is to place participants in permanent,
ansubgldised jobs. There are 10 appiicants waiting for every opening in this
program according to the Department of Labor.

A new provision iu the CETA program is directed toward research and demon-
stration projects to provide increa training and employment of:portunities for
older workers. This could be utilized to explore innovative programs including
alternative work patterns both {n the preretirement year: and after retirement.

OPTIONS

1. The purpose of th® social security reticrement or earnings test is to limit
benefits for those who are not vetired but still working since social security is
not structured as ap annufty. The test acts to restrict effort since it puts a high
tax on esrnings but not other income.

a)In order to increase employment incentives for the older worker, elim-
inate the test. This would increase tax revenues and ¥conomic productivity
as wel! as supplement retirement income. It, however, would also increase
costs to soclal security.

. (b) Raise the eornings test to about the same level as one-half the aver-
age income of younger workers 25-64. This would allow those who work
mainly part time to supplement retirement benefits without being penatized.
Aver:ge income in 1978 was $15,000. This would also increase costs some-
wha -

¥c) Do not raise the earnings test. However, allow individuals over age
85, who remain ir  he labor force, to exclude from their taxable income the
monetary value of their foregone sovial seiurity benefit. This would pri
marily benefit those with higher es~xings. While not increasing social se
curity costs, gome tax revenues would be lost.

(d) Refaln the earnings test as it i8 now constructed. Eliminating or
Iiberalizing the test would be costly for the OASI fund.

2. It has often been saggested that alternative work patterns are needed to
encourage older sworkers to rematn in the labor force. *

{a) Encoornge and develop information on alternative work patterus
through research and demonstration programs :n existing Federal empluy
ment programs such ag CETA. Alternative work patte-ns sre part-time
employment tincloding jub-gsharing and minishifts). flexible hours of work
and phased retircment.

(b) Older workers below normal retirement age should be encouraged to
work in order to add to their retiremént income.

tey Older workers should not be encouraged tu remain In the labor force
until the numbers of young people entering the iabor furce hegin to decline.

3. The work skilla and 2ducation of older persons sumetimes becnme obsoles
cent yet they constitute a small percentage of persuns updating skills and eda
cation. -

(a1 Encourage job retraining and job redeaign for older workers in pri
vate industry throuzh tax incentives. Federal employment gnd tralning
programs, and/or Federal contract requirements. -

{b) Do not encnurage more iuvestment in training for older persons as it
{8 not as cost-effective as training for younger persons hecanse of the cx
pectation of shorter work lived,

4. Retire®s with private or public penafuns are sumetimes prohibited from en
gaging in work gimilar to that performed for the employer lefore retirement.

{a) Amend ERISA to permit a? least part time work in similar trades or
occapations after retirement without loming the pension. Additional work
would thns be encouraged but a poasihble disad:antage would he Increased
incentive to retire.

tby Allnw present pyohibitions to continue. Persons with pensions can
unfairly compete wilh persong with no penafons

5° Provide pension incentives now to voluntarily increfse retirement aces
and eni Aarage more older Americana to remain in the work forre There would
fnelade:

ta) additional delayed retirement credita nnder aocial secarity after the
normal retirement age.

2 These aptions have aieo been dlacussed in the Commitmion s workiag paper “Varisties
of Retirrment Ager ™
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, (b) pension accruals after normal retirement ages in private pension
lans. .
‘- 6. The permissibie mandatory retirement age is now 70 for public and p.ivate
employers cuvered by the ADEA4; in the Federal civil service mandatory retire-
ment is abolished; but certain occupations may still have maudatory retire-
ment.

(a) Abolish the upper limit of age 70 on the ADEA. The existence of any
mandatory retirement age acts a3 a work disincentive and thus tends to
increase retirement and pension costs as well as diminish the rights of those
desiring work.

(b) Do not abolish the upper age limit; 70 is.a reasonable limit which is
needed for personnel managenient reasons. 4 .
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[Appendix])

THE AGE DISCRIMINATION IN EMPLOYMENT Act (ADEA) SUMMARY ¥rrH 1978
AMENDMENTS

~cAge discrimination in employment was prohihited by Federal law when ADEA
was enacted in 1967, Initially it protected individuals 40-65 years old: 1978
amendments extended the uppsr age iimit from 653 to 70. ADEA was initially
enforced by the U.S. Department or i.anor’s Wage and Hour Division but was
transferred by Executive order to the FEqual Employment Opportunity Commis-
sion in 1979, ,

S8COPE

The 1aw protects Individuals 40-70 from age discrimination by .

—Private employers of 20 or hiore persons.

-—Public employers (Federal, State; or local government units) regardless of
the number of employees.

—Employment agencies serving such employers.

—Labor organizations if they operaie a hiring hall or procure workers for
employers, or if they have 25 or more 1nembers.

PROMIBITIONS

It is against the law for employers to discriminate because of aze in:
—Hiring. .
--Discharging.

—Promotion.

—Wages and salaries, )
—Other conditions and privileges of employment.

Q
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GENERAL EXCEPTIONS

The prohibitions do not apply when: .
—The discharge or discipline of an Individua] Is for a good cause. .
—Age is an occupational qualification. ,
—Observing the terms of a pension plan or senlority gystem,

MARDATORY RETIREMENT

The 1978 amendmé#ts clarified the last above exception to prohibit Involuntary
retirement through such pension pilans or senfority syste n for employeees ungder
age 65 Immediately. They took effect for those 65-69 on January 1, 1979, excépt
for persons under coliectively bargained plans. With régard to tho plans,
the effective date is the termination date of the agreement or JanMary 1) 1980,
whichever occurs first.

: FEDERAL EMPLOYEES

Mandatory retirement of Federa! employees, which had been/requlred at age
70; was abollshed altogether. The Civil Service Commissien Is to make a study
of the effect of this action, ’

EXECUTIVES AND PROFESEJOBS—E!EMPTIONS

Executives and these In high polleymaking positions entitled to g pension of
at least $27,000 per year may still be retired at age 65. Colleges and universities
may retire tenured employees at age 65 untll July 1, 1982,

ITEM 2. ATLANTIC RICHFIELD CO. REPORT OF TASK FORCE ON ELIM-
INATION OF MANDATORY RETIREMENT AGE, SUBMITTED BY
WILLIAM M. READ? )

. FoReEwoORD

Un September 6, 1977, W. M. Read appointed a task force comprised of Messrs.
Glassman, Hollingdivorth, King, Lambert, Ridpatl, ang Young to recommend
what steps should be taken to handle-probiemg Tesulting ¢rom the elimination
of a mandatory retirement age,

The members of the task force have had at thelr disposal an abundance of
material that has been published since California eliminated a mandatory
retirement age and Federa) legislation to ralse such age hag Lieen pending, It is
interesting, but not surprising, that the experts have little difficulty identifying
the questions—much more—supplying answers, Perlaps this §g due, In part, to
uncertalnties created by existing legisiation and its, as yet, untested Interpreta-
tions and pending legislation and its status, as wel] ag the conflicting attitudes
of the diverse blocs of, constituencles, '

Whife we will comment on the genera) environment that provides a back-
drop for sur dellberations, we do not belleve it wag Intended that we comment
on the broad socletal effects of the ellmination of mandatory retirement age and
we do not tee] competent to do so, Rather, we wiil discuss the concerng and
challenges created for Atlantic Richfield ag we se¢ them, We are not aware of
any other company of our size and complexity that has not had a mandatory
retirement age, Consequently, there are no guldeposts to follow, On the other
hand, our action glves ug the opportunity and the time to test new approaches
rather than having to get on g crisls bagis, - -~

It is within thig framework that this réport was prepared.

Sectiox 1. Bunsany OF RECOMMENDATIONS

The task force has considered the Interest and/or requirements of ahd the
probable Impact of elimination of mandatory retirement age on the follpwing
constituencles : Employees; management; union; Government: and publip,
deliberations have resulted In the recommendations listed bLelow whic
digcussed In greater detall In gection IV.

——
! See ytatement, bage 108,
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1. Continue the philosophy and the policy that there should be no specified
mandatory retirement age irrespective of any such age that may be specifled
in future legisiation. (This does not apply to the Anaconda Co. which has
eliminated mandatory retirement age only in those Stat§s requiring such action
and which has-stated its intent to follow Federal leglslation elsewhere. Also
certain other subsidiaries have not adopted any change of policy on manda-
tory retirement.) g

2. Adopt a company position which would neither encourage nor discourage
retirement at any specific agp. - .

3. Continue pension benefts for retirement after age 65 at same level as for
retirement at age 65. . ,

4. Review each benefit to farify the status and impact on post-65 employment.

5. Review personnel prdctices to clarify status and impact on post-05 em-
ployment. -

6. Establish standards for acceptance Or denial of employee requests to con-
tinue work after age 65 and develop related procedures and forms.

7. Study changes In benefits and personnel practices ‘designed to make re-
tirement attractive, . .

8. Undertake a definitive study of the ARCO work force to identify critical
skills that may be in short supply. .

9. Follow carefully any legisiation and re ulationg relating to mandatory
retirement.

10. Adopt uniform companywide performance review programs designed to
improve career counseling and evaluation and docuinentation of performance.

11. Provide for effeotive and timely communications to supervisors on poli-
cies and practices adopted. ' .

SectioN I1. GENERAL BACKOROUND

The following general environment provides~xbackdrop for our deliberations
and-'a rationale for elimination of a mandatory retirement age.

DEMOORAPHICS .

The work force, which has been growing at unprecedented rates since World
War II, will grow more slowly during the next 15 years. Behind this slowdown
i a sharp drop in the birth rate of the 1960's, resulting in fewer youths reaching
working age in the 1980's. Bureau OT Labor Statistics data as quoted in an article
»New Labor Force Projections to 1990" from the December 1076 issue of the
“Monthly Labor Review” project the labor force growing at an annual rate of
1.9 percent in the late 1970's, and 1.1 percent during the 1980's. This compares
with an increase of 2.3 percent during the first hailf of the 1970’s, thus explaining
recent difficulty in reducing unemploy ment. Accentuating the more rapid increase
of the past few years was the unprecedented entry into the labor force of pri-
mary age (25-54) women, which is not expected to increhse at the same rate in
the future.

The economy created over 4 million aew jobs in 1977, and more than 3 nillion

in 1076. At these levels of job creation, unemployment should soon dry up. At any
rate, the data ndicate that if economic growth continues at no more than in
recent years, by 1990 employers ngly be ¢ncouraging people to work beyond age
65. .
‘Another latent force vearing on mandatory retirement at age 65 relates to the
so-called dependency ratio problem. When social security was first adopted in
1935, there were 9 to 10 adults in the labor force for each person over §5. Now
the ratio is 3 to 1, and by the early 1980’s, it will be 2.5 to 1. The transfér pay-
ments from workers to retirees may become politically unbearable befére the
end of the century. This clearly is 1 problem area for 20 years, but will level off
when the baby boom of the late 1040’s becomes the gerontological.boom of the
early part of the next century. )

INFLATION

Inflation has shrunk the real income of many retirees to the point that their
perceived confidence in the security of private pensiong is greatly diminished.
Social security allowances, on the other haud, have increased somesshat more
rapidly than inflation in recent years. Some companies, including many in the

-petroleum industry, have periodically adjusted pension allowances in partial

.
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recognition of the ravages of inflation, But the overwhelming majority of retirees
in the country rely solely upon social security, or private pension payments that
are not adjusted. Undoubtedly, legislators hgve been impressed by mounting
pressure initiated by the “gray panthers.” N ’ .

o

ADVANCING LIFE EXPECTANCY )

Life expectancy In the United States has Increased steadily and may be ex-
pected to increase in the future, Primarily due {o technologicel advances in medi-
cine. THere is conslderable evidence that age 65 at the turn-of the 20th century
Corresponds in terms of today's life and liealth expectations to age 75 or 80.
There is also growing evidence to demonstrate that creativity and”productivity
do not necessarily disappear at age 85, There are many examples of significant,
if not great, accomplishments by people in their sixtles and seventies, Recent
studies also demounstrate that learning ability does,not decline with age alone.

RIGHT-TO-WORK-LONGER ETHIC

. The Oplnion Research Corp. published & poll in September 1977, finding that
7 in 10 Americans oppose mandatory retirement. "The idena that people ghould
be able to work as long as they want to or are able to has widespread support.”
Othet opinion surveyg, clearly confirm that the overwhelming majority of Amer-

"icans believe mgndatory retirement to he inequitable. Compulsory retirement

is dificult to justify in an era when individual rizhts are emphasized and broad
discrimination ngainst classes is being abolished, Fixed-nge retirement undoubt-
edly throws healthy and vigorous people onto social welfare.,

o«

LEGISLATION
State of California

California has recently passed legislation that eliminates compulsory retire-
ment at any age. Although there is some controversy regarding the interpreta-
tion of the effective date by which employers mnst fully comply, its full effect will
apply to virtually ull eniployers 1ot later than 2 years from its passage.

Federal

A joint Senste and House conference committce has just agreed on the final
version of a bill ralsing from 63 to 70 the age at which an employee can be
forced to retire. The law would he effective January 1, 1979 (later for collective
hnrgﬂlnlng agreements), and passage by hoth Houses |s expected by April 1,
1978.

POLITICAL ADVOCACY

Politiclans have been more perceptive than busl’nessm}n In perceiving the
shifting publle attitudes toward mandatory retirement. Being politicians, they
are undcubtedly responding to the political reality of more than 22 million
potential voters over age 63 In the country, more than double the number in 1947,
When proposed legislation increasing mandatory retirement age was considered
in the Ifouse of Representatives last vear, it passed by a margin of 330 to 4,
and with little debate. The legisiatio: passed by the California legislature also
breezed through by ovérwhelming m:ar zins.

"Gray power” has organized rather effectively, and rallied particularly to the
canse of right-to-work for the healthy. The most notable of these organizations
Is the American assoclation of Retired Persons (AARP), now 11 million strong
and reputed to be growing by one member every 17 gseconds.

POLITICAL EXPEDIENCY

th addition to the 8ocinl Nulty and politieal responsiveness Justification for
congressional action on mandatory age legislation, there is another motivator-—
the gnelal security finaneial problem. Lack of foresight and planning, along with
problems created hy tm{ wlltical proceg ave hrought soclal security funding
to an extremely eritlieal .«}m{wm—@onﬁr 'sg partig i{y faced up to this problem by
increasing future revenues to gocial securlt_\_ién/rccent legislation. But there will
he additional relief to social security  finaiing if more of the elderly work
longer, since they will be paying into rather than withdrawiug funds from social
securlty as long as they work.




SrcrioN III. IsSuEs ‘ ’
jose issues raised by elimination of & mandatory retirement age which the

force has addressed are set forth below.

EFTEOT ON. OUR OLDER EMPLOYEES

>V hioqt employees wko tend to.stay at work after age 65 do so because of the
desire.to remain active, fear of inactivity, or fear of insufficient income. However, Q

"’r‘ p cemployees now have a practical alternative to retirement. -

S PR y ., EFFICT ON OUR YOUNGER EMPLOYEES

o _ As more oldér employees elect to stay at work beyond age 65, fewer oppor-

‘tunities for career advancement wiil be available to younger employees. This
: fact ‘may cause the better ones to leave aud make it more difficult to recruit
: replacements.

ZFFECT OX THY EMPLOYMENT AND UPGRADING OF MINORITIES AND FEMALLS

R ‘If fewer job opportunities are available, there could be a slowing in the rate of
employment and upgrading of minorities and females. The existence of fewer
job opportunities with continued emphasis on miuority and female employment

. may result in louder and more persistent cries ol reverse discrimination by

others.
EFTIOT ON ABILITY TO AVOID CHARGES OF AGE DISCRIMINATION

The elimination of an upper age to delineate the-protected l'nss significantly
increases the probability of claims of age diserimination and reduces our ability
to deal with such claims effectively-—particularly absent a valid and uniform per-

formance evaluation program.

-~

EFFECT OK MANPOWER PLANNING

Mandatory retirement has been a major contributor to turnover. Although
we could not plan on employees staying to 65, we could plan on them lqaving at
85. Our forecasts of future requirements, never really accurate, will be less so.
Definition of recruitment needs and replacement potentials will suffer. Depending
upon policies adopted, we could losé competent people to others, but we may be
able to attract competent people from others,

EFFECT ON MANAGEMENT ATTITUDES AND ORGANIZATIONAL EFFECTIVENESS

The ability of the company to compete andﬁo grow depends on the effectiveness
and motivation of management. Management effectiveness can be impacted ad-
versely under a policy of no mandatory retirement age by a number of factors.
Among such factors are retention of marginal performers past normaljretirement
age, reduced opportunities for advancement of competent lower lev?’ managers,
and the possibility of loss to others of high potential employees. Cnntrol of pro-
fessional and managerial obsolescence could become & problem.

Converzely, the new policy will permit retention of experienced individuals and
place emphasiz on competence and performance rather han on arbitrary age

groups.
EFHEGT OF LEOYSLATION, REGULATIONS, AND RELATE® INTERPRETATIONS

EliminaNon of mandatory retirement age puts ARCO In the vanguard of US.
industry, wh for the most part seems to be taking & wait and see attitude—
even in California. This provides us with an opportunity to address the proplems
on the basis of the position we feel will eventually become public policy, An the
interim, we are lonely and we must address the issue go as not to provideTa fertile
gource of high potential car.didates for other companies. .

EFFECT ON UNIONS

To date, most unjons representing our employees have declined to embrace our
change of policy with open arms. Federal legislation will give them a national

alternative. We may well have to treat represented and nonrepresented employees
L]
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. differently with the problems attendant upon such clrcumstance. Tltimate
-y union positions on mandator retirement policy and reldted benefit levels will
.-~ have to be taced.

AT aew

T
Pl

KFFECT ON/OF GOVERNMENTS

Certain present government requirements and expectations based on existence
of 2 mandatory retirement age may be unrealistic under a policy that specifies no
‘. such age, i.e., éequal opportunity goals and employment of the young and inex-
.. perienced. Governments, too, will be faced with conflicting objectives and priori-
: ties and the period of adjustment may be difficult to live with. -

—

EFFECT ON THE PUBLIC

i " Our pubuc_posture. implied or explicitly stated by company executives in mate-
: rial publishéd for external consumption, and through our announced adoption
of the present policy on mandatory retirement guggests that to maintain credi-
bility, we should endeavor to match our actions to our words.

N EFFECT ON WAOES AND BENEFITS

Finally, the actions we have already taken and those that we may take could
have significant In Yuence on our wage and benefit programs and their costs
Likewise, the application of wages snd benefits can have a significant impact on
our ablilty to meet other personnel.objectives.

SrorioN IV, RECOMMENDATIONS

In the ghort run, we probably will not have maiy empioyees opting to stay
heyond age 65. (Since our announcement of elimination of age 65 retirement age,
less than a dozen employees have applied to continue work after 65.) The Initial
<08t and problems 6f administering our announced policy and complying with
legislation should not severely tax our finances or ingenuity. Within a few years,
4 number of developments (discu n section II) may occur which could lead
to Increaging numbers of empioyeesworking beyond age 65,

Our recommendations, therefore, are based on the premise that the number of
people working beyond age 65 will increase over the years. Thus, it becomes
essential that we address some of the long-term Issues now while our problems
are minimal and the opportunity exists to upgrade the quality of our work force.
We need to develop selective-options to respond to our various constituencies
and to unique individual differences and desires, to minimize legal confronta-
tions, to pr(;serve human dignity, and yet maintain the vitality of the organiza-

. tion. .

The following recommendations, summarized previously, are designed to ad-
dress those ofttimés conflicting objectives:

1. Continue with' the concept that we should adopt no specified mandatory
retirement age, Although not the most conservative concept that could be adopted,
we belleve this concept will eventually become public policy. It i3 in our interest
to learn how to deal with it while the problems it might create are minimal. To
establish p different mandatory retiremept age (such ag appears In present Fed-
eral leglslation) probably will only cau;%w to face similar problems at a later
date. Fyrthermore, this-concept negates Any concerns that may arise because
of different gtatutory provisions of the various States in which we operate, par-
ticularly.if such provisions are not preempted by Federal legislation.” Lastly,
there I8 no compeliing social, physiecal, or economic argument ‘that makes one
mandatory retirement age better than another, .

. 2. Adopt a company posture neither encouraging nor-discouraging retirement
at any given age. Although certain policles, benefits, or procedures will be viewed
as either encouraglig or discouraging retirement at a specifle age, if conceived
and communicated adroitly, they can tend to balance out. We belfeve it is In the
company’s interest to maintain an overail neutral policy posture, tecognizing
we lZmy wish to(encourage some individuals to retire and others to continue
working.

8. Continue pension benefits for retirement gfter age 65 at same level as foxr
retireent at age 65. Future legislation and/or union pressures may require
different action and studies should be undertaken to determine alternative
courses and related costs. In the meantime, retention on the ‘payroll provides in-
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centive to those who wish to avoid the inroads of inflation without reducing ulti
mate retirement benefits. At the sume time, retention of the same level of pen-
siun benefits after age 65 provides an inducement to retire at or before 05.

4. Review eaeh benefit to clarify the status and impact on post-65 employment
Considering legnl requirements, uuton pressures, and ohjectives stated elsewhere
in this report, the status and impact of post-65 employment on each benetit
stould be clarified. This would include insurance plans, retircment plan, thrift
plan, and paid absence plans, (Includes cmpluyees working beyond age 65, those
retiréd and rehired after 65, and those hired after 65.) .

5. Review personnel practices to elarify status and impact on post 65 em-
ployment. Within legal and uther related constraints, we should address merit
and other salary practices, consideration for prometional opportunities, the
; rehiring of retirces, either as employees or cunsultants, and the hiring of indi
- vidnals retired by others.

6. Establish standards for acceptance or denial of employee requests to con-
tinue work after age 65 (in line with eurrent company policy) and develop
related procedures/forms. We need tv set uniforin phssical/performance stand-
ards to be used as a basis for accepting or denying employee requests to con-
tinue work. In anticipation of Federal legislation becoming effective January 1.
1979, the subject procedures should be reviewed for compliance with such
legislation.

7. Study changes in_benefits and personnel practiees designed to make retire-
ment at.ractive. There are two major reasons why employees may not eleet te
retire. One is financ.ai, including fear of living on a fixed income in an infla-
tivnary ecoroms. The other is fear of inactivity, loss of status, and other charac-
teristies or psychological insecurity.

The level of our pension benefits is such that retirement at or before age 65
can be attractive in the short term. However, in the ong term, the loss of pur-
chasing power due to inflation is a deterrent. Also, hoth Government and unjons
will probably apply pressure for post-age-65 benefits. We should therefore ini-
tiate studies of a number of actions designed to help offset inflation after
retirement ;

Retirement allowance cost-of-living inflator.

Finaneial supplements to encourage severance where desirable (the 1978
special termination plans are {llustrative).

Continunation of insurance benefits with special emphasis on medical
insurance.

Payment of part or all of costs of physieal examinations.

It should be recognized that activns that make retirement more attractive
generally will be counterproductive to our inevitable desire to (ncourage certain
employees with critical skills to remain at work, It may prove advisable, tnerc-
fore, to place emphasis un selective incentives such as the special terminatira
plans wherein management discretion Iy maximized, rather than on broad
improvements to retirement benefits.

To aid employees to make the transition to retirement and thus lead to greater
acceptance of retirement as a new phase of life, a program of gradual refireinent
might include any or all of the following: -

Reduced hours and/or job responsibilities.
Leaves, sabbaticals, longer vacations.
Special work assignments including eommunity service.

To tarther reduce anxiety about inactivity and disuse of talent after retirement,
some actions might be taken to foster continued use of time and.talents to the
benefit of the company as well as the indiviwual:

Provide connseling service and educational assistance for second carecrs.

Provide ontplacement services.

Make use of retirees as consunltants to supplement the regular worh force
on special stndles and/or projeets.

8. Undertake a definitive study of the ARCO work force to identify eritical
skills that may be in sbort supply. It is anticipated that elinmdnation of mandatory
retirement wifl result in a minhal but sustained decrease ju our recruiting re
quirsments in the foreseeable future (less than 2 pervent through 1982) How
ever, demographics of our work forie may reveal problets or opportunitivs not
dispernible with data presently available , .

0. Follow carefully the passage of legislation and issuance of regulations
relating to mandatory retirciuent. Future Government actions may indicate the
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H need to change direetion, i.c., ellmhm{c the right to maintain Lenefits at age 65
levels, requirements for special wrlttFu notitications to employees, ete. Addition-
ally, once retirement age is changed/at the Federal level, Congress could begin
tinkering with the Suelsl Securlty yet and ERISA. The age at which tull socinl
security benetits are payable could be raised. All of the-e possibilities could impact
the number of employ ees electing toswork after 63, Varlous States have permitted
our embloyees retirmg at 83 to coll ct unemployment compensation—and we have
hot contested suéh claims, What position those States will now take absent a
mandatory retirement age is specylative and should be explored. Our pesition on
contesting claims shonld then be reexamined.

10. Adopt companywide ettecfive periormance review programs. If we are
to maintain the vitality of the vork force, it is essential to evaluate and docu-
ment performance throughout an employee’s enreer so that appropriate action
cih be taken on u;;ImeI) basis withont regard for age. The eliminsution of 2 mandy-
tory retirement fge nndcrsc;)/ros the importance of this action. We feel the

/

ealiber and consistency of on program will be & major factor in Justifying per-
Sonnel actions.

11. Provide effective and t;{nc-ly coimmunications to supervisors. The extent to
which the company’s action/in this matter corresponds to Its poliey stitements
rests largely in the hands of our snpervisors. It follows that 0 well-informed
supervisory force motivated to carry out eompany poliey is our best Insurace
of effective results and our best defense ngainst attacks on the policy itself or
its application in individuyl casey.

—

/

ITEM 3, “A NEW LOOK AT RETIREMENT AND PERSONNEL POLICIES
FORTHE FIGHTIES,” STAT SMENT OF MALCOLM 11 MORRISON, PiL D).,
ZOHNS HOPKINS UNIVERSITY, BALTIMORE, MD., PRESENTED AT
THE CITY UNIVERSITY OF NEW YORK GRADUATE CENTER

ABSTRACT

Throughout the world the growth of the aged pepnlation continues to be ac-
companied by the trend of early retirement. However the rapidly escalating costs
of public and jprivate pension systems, the continuing pattern of high rates of
Intiation ana inereasing social awareness have resulted in numerous proposuls
for increasing the development and implementation of flexibie retirement options
for older workers. These alternatives permit greater individual choice g3 to the
time and degree of rtirement ane sometimes provide extended emplos ment op-
tions for older workers. It is like ¥ that dexible retirement will inerease in the
future in response to changing socia? and economic circumstances. This presenta-
tion discusses the emergence of alfernative work batterns, outlines policies and
programs which emphagize flexible retirement options, examines response by
governments and employers and older bersons, and suggests furtler rexearch to
Identify flexible worklife nlternatives for older persons,

INTRODUCTION

Over the past 40 years retirement institutions and policies have developed
In an ad hoc. uncoordinated manner resulting in current patterns of retire.
ment behavior. The most fundamenta) aspecet of these patterns is increasing
carly retirement thronghout the labor force. Beeause of the general aging of the
work force, this retirement pattern i resulting in rapldly Incrensing pension
¢osts whleh will rise pven higher because of adjustments requiired to meet the
costs of inflation. Low fertility and improved mortality will requce the ratio of
working age persons to retirement age persons by a factor of twao over the next
40 years. Thus, {2 present trends centinue, there will he siguineantly fewer

: workers available to pay the Increasing epsts of retirement benefits for ap
enlarging older population.

Becnuse of these trends. it is very likely that the current institution of re-
tirement and the policies and programs which Support It will undergo signiff.
cant change in the years ahead. It certainly is unlikely that policymakers will
accept the projected large inerease In the proportion of the Government budget
nllocnted to retirement  payments, without consideration of alternatives to
reduce the growth of thig alloeation. A contlnuation of current retirement
policies will result in very serious economic and soclal consequences for our
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gociety. The eontinuous_jnerease in the proportion of persons no longer work-
ing can be viewed as both undesirable and dysfunetional. The combinntion of
demographic changes, high rates of intlntion, efloriydp control rislng retirement
benefit, eosts, the early retirement trend and th¢ sequences of rurreut pen
sion system funetioning, however, Will result in significant changes in retire-
ment Polieies and programa in the years ahead. :

In addition to the key poliey arens regarding level of earufugs replacement
trom publle and private pensions, ndjustment of benefits for inflation. financing
alternatives, and coordination of retirement systems, a partleularly mportant
concern of publie policy. now emerging 1s the extent to whi ol\lgr pe g can
choose to allocate their tine between employment and ldigure.“That is, N0
should retirement poliey be designed in order to brovide opportunities for pn?t)
time employment with partial retirement, to allow for a transition between
full-time work and full retirement? This question raises the most importan:
underlying-issue regarding the future of retirement poliey : What should be
our 'ong-run goals for the future of retirement in the United States?

While it Is clear that we do not at present have one relatively uniform na-
tional retirement poliey, it is alse evident that most of onr present uncoordi-
nateéd Dpolicies result in the major trend of enrly retirement. This trend is
beginning to be perceived as dysfimetional mainly because of lncren;ﬂng pen
sion costs, Of eourse, it may also be dysfunetional because it limits the human
potential of millichs of persons who cvuld contribute to produetivity if provided
with the opportunity, To a conslderable extent, eurrent retirement behavior
refleets the ineenttves provided by current polieies. These may be based on the
perceived need to remove older workers from the labor force in order to make
room for younger and middle-aged employees. It is elear that we are appronch-
ing the Hmit of marginal utility for sueh polleies. Ever}y person who retires
requires support from the remaining work force. As the tax burden for thjs
support Inereases, workers suffer redluetions in quality of life Current econonfic
conditions of inflation and declining preductivity further reduce quaiity of Jife

_and {]ower cxpectations for future growth and accumpanying economic and sekinl
benefits.

A major question that eonfronts our gociety I8 whether we will eonsglonsly
nct to develop and implement a retirement pol'cs which emphasizes mgre hai
anee in utilizlng the capaeities of the available work force, or contjhue our
present approach of reaeting to limited aspects of the problem witl/ stopzap
measures designed to tempdrarily remedy the most in.medinte problyms Th
far, the reaetive approaeh has led only to proposals for shifting tht fin 1tini |
burden of retirement support from reliance on one method of taxdtion to an
other. Such mensures. of course, will not resolve ‘he growing fiyaneinl crisis -
and are based primarily on acceptanee of eurrent retirenent po cies, A more
comprehensive an.lysis vf our eme g retirement erislg demonstrates that
denling only with the inevme support RIxcts of the problem will nat alter the
basie dilemma- -the appropriate utilization of human capital. In order to crente
a new retirement future, the issne of encouraging the employment of older
!;'Orke:”s must be snti-fnetorily resvlved. National Dolicles must, therefore, be
devised to:

A. Modify publie pensiop systeins to Lrovide for partinl retirement optivn-

B. Encourage the utilizatior. of pensfen system ineentives for developing
transitionnl retirement programs for ¢ployees. .

C. Encournge cmployers to ndapt Derscnnel polielg permitting greater
flexibility for older workers.

D, Create more balance in the sbharing of incowe support fur the retired.

E. Encourage the developinent of programs which involve flexible work
fite approaehes which are nut Lased on the traditional linear life plan of
eduenticn, work, end retirement. .

« Bresioe DisTRIBUTION oF WoORK, EpucATioN, AxD LEISURE

Oter the past 75 years, industrialization acompanied by significant economic
growth has resuited in a suabstanttai .eduction in the proportion of time spent
at work. For the moust part, this reduct, .-n has resulted from a substantial de-
cline in weekly hours worked. In fact. the aierage .S, workweek has deciined
from approximatels 60 to 39 hours over the past eentury. Over the last L3118
however, the workweeh has remained quite stuble and most of the r xcttllor.
ition:

in working time has been in the form of vacations and holidays. In
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the growth of nonwork tlme has expanded to encompass Increased perlods of
schoollng (usunlly garly in life) nnd retirement during the later years of lite.
The result of these patterns has been the development of the lnear life pattern—
£olng to school In youth, worklng durlng middle years, and retiring in old age.
To some extent thily Ixtttern of life hedullng ean be viewed as a result of the
natural requlreltents of the life cycle i a response to condltlons of Industrial-
lzatlop, However, It appears that the entergence of the Hlnear*life pattern s
. /{g&fﬂ?ﬁl}y the result of expansion of nonwork tme and competition for work
:tween age groups, To u conslderable degree, the compresslod of work activity
~ primarlly Into wmidlife s the result of factors of advanced Industrialtzation
- which have resulted in Jub shortages snd’ the creation of policles to preserve job
opportunlties for perzons In the middle of the life cycle,

The current llnear e pattern may, Ia fact, be dystunctional for several work-
ing age groups, young, mlddle-nged, and old—w ho must share the avallable Job
‘opportunities, Of course, the hasle shortage of Jobs In the Unlted_ States ~on-
tinges Lo result in serious employment problems for youth and older workers
who are nost serlously affected by the linear life approach. Of course, the aval:-
ubillty of employment for older workers Is severely coustralned Ly early retire-
ment pollcies and the lure of bresumably sutliclent penston beneflts. In addltlon,
serlous negativk nttltudingl Lurriers Intluence employer hirlug and job retention
pollcies nelther of which are structured to benctit older workers,

* Neveral serlous problems pow exIst colneldentally with the strong llnear llfe
pattern. Among these are (1) Severe competltlon for Jobg by members of the
post-war age cohorts, tenlnet minority kroup job seekery, and women labor force
reentrants; (2) continulng Job shortages; and (3) tncreasing deslre of an age

. #roups for job equality de-plte present Inequlities. It the current linear pattern

of distribution of wark, educntion, and lelsurc continues, the above-mentloned
problems nre lkely to Increnxe In Intensity with the HKely eanczrbatlon of proh-
lems of youth aud older workess The various !nmul(lyé; in work distributjon
related to the Yaenr Hfe battern are already resultlng In a growlag support
burden (partientarly for setircd and di-abled workers) on the remalning werk
force, The retention or enhuneewent of the preseut regularlized liftear, educa.
tHon werhwetlrement pattern with extensions of perlods of nonwork will rosult
In even highpr BUpport costs for workers and Incrense tensions Letw een groups
of workers, A puttern Invalving more flexlble tistribution of education, work,
und letaute which would redisteibute the extended perlods of popworktinie now
speat In youth sund older age to the midale senrs of life (for pursuing educatlon, ;
telsure, or part-thme employmenty Is » reasonable response to the dy sfunctiongl
“RApeets of the current Hoenr Hte pattern -

There are Indleatlons that such n nonlinear pattern would meet With Support
from various types of workers, especinlly studeats, women, and older workers
whe could most henetlt by tmplementation of alternatve work {itterns. Stuthes
by Best angd Stern 11077, also tndlcats that brlme-age worners .lso prefer
additlonal texIbillty In work seheduling wish the most popular appronch befng
4 modlfied cyelic life pattern with extended perlods of free time In mldlife and
tupered or phased retirement

While In principle many workers appear fendy to alter the current rigld
workllfe patferns, there I8 no genern] agreciuent as to the best approaches to
take In crentlng more flexible worklife aptions=Recommendationg faclude ap-
pronches to redistribution of w ork «ghortor worktreeks, job sharing, part-time
employment, poahlic serviee Jebs shoft-tine compensation programs, flexlble
retirement progeama, ote y letsure cexfending vacation time, more lberal leave
of abrence provisians, flexible retleement brograms), nnd eduecatlon {voycher .
plans, pald or unpuid eduacntlonal Imw.‘(p:r}; sabhatiesls, ntlilzatlon unem-
ployment inxurmnee 10 <Upport educntion fnd trainlng ) O'viously these gxfoxmls
are not mutunlly exclusive, g change in one aren wij] affect n change In the
others.

‘Many of the above polletes do not enjoy any real measure of publle support
pacticularly trow argnnized labor interests who feny that such plecemenl redis.
tributive steps might be bannful to full-time regular employees and might he
utltized by bustness firmy 1o redoce employment and/op frlnge benefits.*In addi-
tion, while the ey of providlug more flexIblMty In worklife through & more
equttnlde distglbution of work [efsure and education betwven youne, mlddle-ageqd
and olider warkers, fn appealing, the development of & uatlonnl policy to restruc.
ture nud redistrlbuie employ ment appartuaity Is gnite unllkely Fortuantely,
however there I8 fir lews opposition to the ereation of modified workllife patterns
for older employees many of whowm wish 4o retaln somre connection to employment
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The sradonl institutionalieation of retirement has resulted in making retire
went policy an wssue of mnjor tational foucers. Altention is now focused an the
prohiems of mafntainlcg the Haancial stabilits of the soclal security systen, regu
luting the provision of private penslon broefits {Employee Retirerpent Incowe
Security Act) and wwuring the risbt to employment for older workerg {Age Dis
erimipation {n Bmloyment Act;. Recent lexinlnlion—Age Dise<sfmination in Em

loyment Aet Amendments of 1978 - prohibiting mandatory fotirement tefore age
%0 for moat private Motor employees, ban served to intensify conce=n with lxbor
forrn participation by presont and future coboris of older workers The changiop
composition of the U.8. work force aud the influence of this urw leglnlation ave
wing widely Wecussed with relttion 10 sdjustments in corporate perssanel and
pession poheles. Desplite the contlinued prevalonce of the eatly retlromeygy trendt
there aio & fumber of factors which are likely g seault in Inter selirement for &
growing preportion of the older work force in lg{_y_:.;am ahead Among the poxl
unportant of theae sre the graduai aglog of the pop tion snd work ferce, tonger
life expectancy, and the concomitant incresslog fizaoclal sUppost burden for a
growing older population.

1n ot coun.xieo with matare pensien Bystemns, the continuous aging of the
population accsmpaniod by inervasingiy eartier retivement by Dany workera i
already resul jng In serous oCunomic hresaure o4 shrinking work forces 10
finnace growhig retiroment beneflt payments. Ovur the past 20 sears most in-
duateiatized cruntries have introducyd a sariety of so-ealled fexible retfremont
provislons in public penslon aystens, Altost all of these polictes allow fer enrly
rotirement before *he aormal tetirewwent age fn order to provide beaetita to
workess who have hed hazandous employment. sulfer health problems, or pro-
longed voempleyment. Bucl carly reilreaont policlea have been baved on e

resumed peed 10 provide job opportunites for younger inbor torce entrants
sey, 0f COUREY, dUMUNRLrale one Bspct of the lnear lfe pattern approach—
extending the peried of retirement. Continnativn o, he trond of lowered telre-
ment age Wil ingrease the Snasciog problems of penalon wystems Home bave
predicted that this will result in e alowiag of the cerly retirement trend as more
sxperimentation with later retlroment takes place

Thus fur faw vounlrics Dave responded Lo thin prodlerm by developtug Qexible
publle retirement p2nsion pollelen which enoenurage continned employment of
sldar workers, nor have msny bualness and governmental orzunlrationy drvel-
oped penslon snd parsonnel policien which reflagt thin ahjective

Due to the relatively recent recognition of the problemas of aging wark forces
the cuncept of Bexible retirament has not 88 yet been clensly defined nor relevant
policy options ideatified, In fnct, the pmount of fesenrch and experimentation
conducted thus far bux been quite Limited, There Temaln many und. awered ques:
tigns where emplrical msanrch data are lacking we e not, for example, kave
comprebepsi~e data on United States or fovelkn firms providing flexible relire
ment options, por do we knew how mphy employecs have sccens Lo or would ta¥e
advantage of such aptions 30 they were available. We have ooly Himtied Jnforma-
tion on the potentinl ceaponse of V.8, warkers to the leginiation raising the age
tor mandatery rotirement to 3. Furthenmore, there hag been Mitle If woy polley
ansiyals {n the ares of eeating mon floxibility through modification of pubdic
aund private penslon policlen, Ohtaining pagwern to these queations wflt require
subotaniial roerarch effart Sows Inlilsl fesearch on pRe diseriminstion, {ncolun.
tery relirentznt, and part-time cmployment opportunities 14 under way but the
development of public rstirement polics snd corporste perwonnel and penninr
pﬁﬂu to expand flexible retirement options wiil require more focuned regenrct
studies which examing bath institutinnal pollcies snd tadtcidual preferences

Despite thew Informational fimitations it Ix uselul to revlen reeent avidence
concarning the preferred form of abor torce purticgmtion by older warkers
examine vatrious flexible retirement policiesn and PrOgIMMes 10w fonctioning ond

gt how mansgementa can besl prefare arganizations (1 adapting to the
upcoming sging of the work force

OLora EMPOTEE PREFINERCLA

Evidence hnp demoanatrats Attmt while Increnslng oumberr of lder mployes
are chooning early retlroment, many sider tndiziduste mey dexdre 1o cobtinne to
seotk nn 8 part-time basis. While the carly retlreme: * trend lie clently provinmt
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nant, there i some question as to whether Lhe expressat part-time employment
peuferefiten of odetr emplotevs are betlig actoaiszed through employment B
dence sugpests thal altheugh more older persotn Wish lo work part-time mens
cannal locats sanh employment. They cither retire completely, lowe 1hets lotm
ahd experiency grest didiculty in fnding sulisequent employment, or g a smal)
aumber of caam) conlnvue to wark full tme While some bave spoculsted that
ralsiog the nge for mandatoty retirement, sucreasing social scarit ¥ bLenefite 3
retirement s delayed end wurizbing econvmic condittons wiil lexd 1 increased
pert-time employment of older workers, the emergence of such 8 12004 i far
from cortain., Early studies of the cunpiquences of 8 migber mandatory retire.
ment nye indicate that the early retirement trend i cuntinging unatimied

One ossible spproach s Umiting or at o mintmum apreading sut Wie cost of
future retirement payments would hvalve a #B1{1 of the traditicnal ful} retive
menl patlern towasd Uranaitional gr phazed relirement where older workers
wight gradvally reduce workive boors wier a tericd of years before hecoming
fully retized Nuch an sppreach wight be couplind w ith the development of a nar-
Ual pension syatemn which copld supblement wages enrned from partiime em-
ployment with partial pension pyaenls Bols of thiest approaches, of cousse
represent & avbalantial departuer from current petictes 4nd are more eomiplex
than such 2djuatments ax Faialng the minkihum age fne receipl of sorial securits
benefit or ahifilng e Soancing of retrrment by mesis from payrol) to genersl
revesue 3xex Yel, adfusting the Nnesr iife plan o creale relizement fexitilny
would be & fr more algnifeant refurt shich ropld rleart; benefit milliugs of
middie-aped and slder empdosecs erd st b “Connmy i adjunting to fewer
younger iabor for= enteants (y the jears gheard Mosement in the direction
of fexible rotitement programe requlres that wider warkers be provided with
appartunitien 54 incentices Lo s1ay in the labor fare Any sigaibean: modifios-
Han of the e2rly relirem-nt trend will nvolse a3 The sctusl asatlability of
vlder ¢mploypees tur emnployment sl lrast un pPart tme bagiv by the provixiug
of incentives for « uniinged etpdoriment throurh putdic (and poscitls prisate.
pennion sselemmn. and oy provising of Begible work SITRLRRMEUYs by clmploFers

Pagr Taur Eurtayursy

S fual alder fewona protatay lease Velr full ine jols tim B f than
datuey relirethien! and wohotic fegwin amt, 34 petisson eligibilitys vax well as
decliniug health the cruial vating v Whiéther they are intervsted 1o con
tinuwd cmpluymuent nn a fall or fart time Y L slortutmtely, Jear fe-esrl
eridence o t8ix questinn (s ladking 0Of asticular Suporato: js the liack of dita
88 1o Wie progrortion of older persens who lrave Lhe laber Yoty atid do put
Inct dealss work of any tyfe

Stadies now in progress an- begtatang ' Snseoligate the pretss v af nlder
employees fur cotlinged ehigdo; tent oy 4 Jart e b3 in Fag v feagyrh i
arcenan sy th this asva (0 wtder o L U the artyal prvfetences of PIECRINEA]
coliorts of older wiryers

Al present aboyt 1485 friatst L oall Lootagtiaityral Wagek sl salafy etn
ployeex M githan %otkers wush part Qe By buicr i the Unihed Rtatew Onh
& pereent of wuch Rotkert nfe 45 seara of R of over Aoty all older ferauna
working part thme s whethrs by chioioe 2 ol hisavsor, nenrly % percens? ane
tolnatazily vuplosed ns? Gme The hiihent fercvgitaze of sny age sroap Of
Prtrolin 0¥eY aRe W0 and noe in e labor foges byr desieing employment hal?
perecive that emplosers 8l oo, Lot et too oid and at giditional 25 paesvent
think there sre to jobs avallalle Thiye egels W) percenl of pereoty whs g pe
einployinent believe they cangol &0t a ol and presmably rednce tivir Jab seare
actsitii OF coupm *hese Lolefs are Iy facy suppuried Ly mandatirs tedize
ment polivien are - patse sletenty fam of cdder el cen hield by eiuplos e e

The clennvet tndication of olles waorkes PIPfers tuvs ontiew from Lot [ EIN
It aneveys ondueted by Louis Harris & Ao Iatos igs JUTE andd 10w

The results indicate that (4, Large majorities of curten! apg ettt e
ployres and husiness lewlers are sppusssl 1o any mandators etinenent age
h) about hatf of 31l curent wtuployess vasy they wogly perler to work withsr
il er part-time a5 au allernalive to TEUIRREent ey aton halt of (ureent
rafireen 343y they wanld urefer to workiog  and od) most olfer workrts sty
plan to telige botuwees e BO05 Thewe Jrefereticrs nply that ~hile workepw
apgarrntly itend te relire mileally a significant nutbes 4ntiripale a sidses
quent return to work Wilie these prefersnces opngol be eusutLed o relledt
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actaal bebiavior, they adlcater 8 mgfufisnl dewte Ly cutrent suwd retired aorrera
tor Bexible employmsent opportosities =
Denpite the seemingly izrevermille trend Loward early retirenwent, severas
, recont developments in the United Siater atu! akread auggest thal relitemend
R polictes may gradealis be goduied 1o sncsumge and accommadale ot Bexiti
. retirement. In some onantries (maudug oL Futupe,, public pensh a3kteas ate
bedng modifed e proside increnens in fnal pension benefits and entabling
pertal pensfon programs that allus o graduai transitios 1o retiremment fn o fea
isatances iparticularty s the | nued slaten., prisate petouns covetage hia tnvi,
eatends] beyond the coupl retisement age b5 businesr frma Suh wducenenss
. to remain employed are likoly o beosue more presalent ag the ronl of gujgurti.
an iperensing retired pupnlation roeen Deddalons to rema.n empluyed at leaat
part time ave likels to crease due v the juietaction of indisidugs preferences
and wider » mplosment opportunitiod, Pobhic peusicn Iy a3 s 08 cuil el
malified 1o provide additonal snducemer: to stay 0 the @bor foror throueh ag
inersaxe in the sge of eligibilaty {or receit of (ne it of the extablishiuent of a
prrtial pension opton for older wourkers who wish o wurk Larl time

Frexiate RETIREMENT O#310X3

in urder o deselop options for Rexadidity Sork opportabiies for gader jermdis,
erperimentation s a varety of aipt.mchen (s dedrable Progame onn e an
troduesd eazils by emploiess 208 unoobs &ithoul darnpting « « i etaploy st
practicen anil yet repregent gl optaota for voder employeen (37 coursse, such
optiona khould nut be interdoced withou! 2iving c2reful cunadderation 1o effecta
ots emplogee tenelt prugrata and wreonicel olicien 18 amporlant G e
that since malor pubda pension poliny changes are aildkels 16 the near teri,
developments In e xibie retireme it wplinons %all b more inBuenoesd by i se3athons
tn personnel and pri-ate pETouou pinh Pulicser (han by Gusemioen! rehmh.n
renuirementn

Poar mejor retinvment options o3n b Roggeated ax Do LR o mentng!
approach to flexibility  Fariy meturemsnt  retiretnent al (he notned age afad!
il benefita are avallable froan public and of Lrhate petisiots wyolotx  {tatmi
tional or phaged retiremen? tniniving o petiod of pettanent (st Liue Aedk
efore full retirement and a entliaalion of suployraent foll o paret toae
beyond the regnlar retirement age

Raaoxsel, asu Pryatos Potloies

Thuruaghonut the wafl]l bLusifiess WIZBIIZalLOs hase geta-Tally takets the jead
i develeptng Oexible petiertuent approncbow Wi the cafrent ool of o oo
shent CAL onls e cntmider <) eipEriteental Lhese puticien and prosttatiis AT
an models for future expangsi .y and modification In e Urated States, for
erample. the reanits of pesent furoess of eth ' et ditonalrale 'Lat empog et
are in the process ol inibalindNJid g 10 Ppersehnt and [wtac.t il ten ahbon

. rLay introaluee more Qe xibality int FLICent DI tonx

1 In a tationad mail auteey of §530 flrme and a telephnte sipfas of U4
iarger imere than 700 employeeas Artms cottacted an the spning of 1079 Cog
porinan Miagtgomers & Kenst (1070 reportes] that betueen 50 Lo @ poroent
of firma permitted priaan beaefit accreals after 1he pofma, 1elfemnent «gs
for workers conlibung emplogmen?l Thin sy bat I a8 geieral pattern in
inddustry Furthermsae dewnte the arvatiability of on b betiefiz picraals very fes
rmplngees reman empb yed ey ond the fottuini Istireinen? age o p# nsiah plafo-
and thous few ptilizs thaw opiots They further foutidd that alest 11 jereent
uf &l firme hiad or Rere spplenentitig e vilde ®ork Gura (e liae; prograin-
17 peteent had permanont fat? Lo swplis mint programs atd 5 percent bad
phases] retirement progratos O3 rah 15 peocent of all eruplesera sutveyed hail
ot were implementing rame Ui~ of alterradla sork achednle policien Jt o«
HAportant o Gote that sbale mst pmplugere cXpincied a wiiall Lothler of their
s mpdnseed tn eontigue ta waork e the age of 95 0 pesponee 1 e pes ADEA
aRe 70 mandalory retirement age A peroent of the emplosers etjss ted that
sty e ntGnued vmploy et wonld be quite juinano] 1 e intefesting o et

- howeter that whes quitad aloit potentinl effecte of continued iaflating o6
retirement Lehnsing of etuployees 23 pereent of ayl Armae s xpeet that goere
erapteyers will forego eatis retirenent and R jar Bt ec st that tuete vin
oy s will wish to v 1 Lo anrkitg Dat the 1 ortal 1eHevingent 42>
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2 Stmilar Sodings resulted i 4 survey conducted ino Augnst 1979, b3 the
Burean of Notionat Aflairs A total of 267 metiung o lurge mze organizations
Were wnreeyed aboot retirement Policien nnd programes This study  indis ated
that 15 pereent of the ewplosers had e-tablished some U35 of phgred retireinent
pregrnt for all emfdoy een or ApCCie raapy of cuployees In additton, 52 ner
cent af gl irina use relireis gw consuliants and G2 pereent may reeall retired
(211115} teg to work for sliort tigge pertods Agian in thi HULVeYy 104t Jirms (K6
Percents report no or sery litlle effect of the change i the mandatory retire-

¢ ment age The stndy wuggests that the reamon fur this i~ that thus far few
employees hate actytlly bee, affected by the « hauge Heow ever, ahout 20 percoent
of the firms have experienced an Ioereast iy the number of workers staying on
beyoud tht~qorms) retirement ape Finally, almeet 30 pereent had made chunges
i thelr retifement progroms oser the last 2 yenrn, apd an 2ddinong) 32 pereent
eXpect s omdhe changes s he near future Molifications moxst frequently o
solve anprovjad IBKUr shee henelits for Feiitees  medical wisiranee, Nte inanran e,
b and desfiopment of retyscment brepatnlion programs, which mwore and more i
Grins cile a4 gupartant t, des Clop and inpleme.at
The studid contdieted thi« far hinve not been répresentidtive of il 'S em-
hisves not insvestigited employee plates attitude-, and bebastor s
fexlr udIGE o the tew Inatid atory retirement age cHangew 6 w1l weCarity L
and continuing intiution The wajor natiesai ntudy of age discrimination and
anclubtary retirement pow ring conducted by the | X Department of {nbor
t1nl will edaltivh dy finst e ba-eline wlormation o, wigque lnked na-
tumally reprewenta e “am Pl of A 1 pbayeen nd their employers The re
stult« of thin stasdy will, theref. e provude the ot detiustive $nfortnn iy on
sareent 2nd plasted viuployer Personnel sl getisiods gy ien qngd einiloy e pDlane
Autl prefetentes regarding retirennt Whie u ¢ onlikely that thie study s
Mogfor Bndange w3l eigonpe aatly Affer from th, HUTYEFR repurted above, 1he
diount of detatded nuformation deselofand will be taf greater and the hakix for
il chaliges sver Line in e leyer ol s gt empl 3ee preferencen ol
swetual retirement behasior woll in extihlwlim)

The major methods 1, o usid 1y 1 R emptinerw te providssdlexsble oo frement
sptantns include (1) Redsuem] workaeek wbipedlon  §dat or @ s weeks prior
to retitetent €2, oxtra vac AUOn i by Seaw Prscs o retitement (3 petdiesd
himirs of mork 14 Job trannfor forogramms %, Coplevee conealtants o6, tytn
porary famrt time aork for retiped Faplovees Ty ol tronefer Drogramm
Crehiritg an olter emiployee then wh 1 private employ ment wervice)  Flexible
retivement prograing deselofusd g, Easrogue fucdade Mict sl Jols allotients, fur
cller workera  Job pedesign and pecial utemploste o alleannom r, West
Gertany | varlous aork hour redogetiog, Presritts it France g luding dusw nff
I%r Wiek @XUra sacation litte g Irrd Joies smtub sabing Gldir worker st~ '
wHE governmment <ybmidie. for baring i “xtended nuesploy m Gt benefits n ‘
Iapan a6 other tnes ot o, A bt allaabos petenin g pregron < /
) At 2 WPl ther? weps e 3t edized Burticularly an Seoandangyla Lond /
West Gernosus  Natne of Ve Vil of Brograts are begiuning. to e expury
mented Watli an the 1 tated States i toas pyd o) work hiours appronelies
ahtie othiers, Meduditg: Job atiol 10« elfait Lg and motalils allowaniree, G
CIUIBENT witwsiad s a10) wfacrn i fzad L L{] B SVERTION DY QW7 DUPIMN S reveedved fettle nt
tettiot Ta n conmitdetibie exlens  t,.- percpenetieus o the enely petipe ipent
Y td cnupded K1th wovere yosth BT et dith ey Yina pesasted i oLy
Draated 1o Gasernuent artectiot Ve the poabiens of oider v ophers Hovever
the itataming agitig «f the 37 teadating, W chifrabied s dr thalie (L peases. i
TOOTErs bt wapport et G, gt abeedis Feertdt i g gradanl realliaytarn, of
LU BT IO T BT O S S S i ¢ aged and s Mer waorker -

fanrgy Bl

e the b onited Stglesx god a0 ad The agibg of ettt iotes bine ta LY gy
Pstaesd I3 4 Iajor teerdd tougr . APEY reliremart Now fioseser sarions Hevible
FELIPOeInent gt s s 06 Dot i yrssmac) HOd 8 e Cnmew imiplenente;d Gen
erslly, these allis for ita frdnend Cenlr a bt TG Of 1etits et pree dilee
for sachmw turtns of rontin e ctstdes et for aider waorkers

In the Untied 2Ot approgehe by buastsse Goserntent wol edae ol
et ntictie inelyde eliuitating . Beaudatot s refiresnost ape g vrlaleiebing
siessalized progragns wie BB 1ol Nitne e1uhilos et Isyredl transler  roduesd
Aotk hnatre gnd petipement Oasioxtfe 17 Ju Lutuge  (itios a0 10s,m =0l ome tnddlsts
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-4
allowances, employer subsldiek, retralning, oldh\ wurker quota systems  spe
clalized employment services. and phased-retirement programs are In uce In
both the United States and Enrope, some forms of flexille retirement (usually
early retirement) are mandated by publie pension programs

Thoege recent Initlatlves represent the begluning of an overall adjustment
to changing demographic treads and economle conditions In the future, larger
numbers of older persons will be In good health and Interested in contlnulng
in some form of employment. Though the supply « £ guch workers s 11kely to in
,crense graduoally at first, ag time passes more will desire to contlnue employ
ment, Moreover, a8 pension costs coniinue to es alate, public policles are likely
to mandate a later retlrement sge to reduce econcinic Lurdens on younger
workers and to finance retirement penslon payments.

All these developments _require that much more attention be devoted to ex
amining new work arrangements fur older persons, Including part tlme work,
job_sharing, partial retirement, midlife sabbaticals Job adjustment “Mméiing,
anf®Petraining—all potentially useful persoutel practices for older workers To
tmplement any of the pragrams in o particular organizational setting, a review
of work force charascteristles and current personnel and pension poticles I8
nsnally necessary Requixite to sucesssful implementation of flexible retlrement
polictex 18 2n accommadation to the employers’ necds the employees” prefer
ences, uhd the partscular work environmwent chara. teristicn of the organization

PAPER ON OLDER WORKER EMPLOYMENT, SUBMITTED BY THOMAS

-~

ITEM 4 .\T{KSS.\(‘YH SETTS DEPARTMENT OF !",LT\\‘.R AFFAIRS POLICY

i1 D. MAHONEY

The Department of Elder Affatrs !8 pleased to fusue the following *"Policy

Paper on Older Weorker Employment.” This policy paper, which has been In
preparation over the past year, {s the product of a collaborative effort hetween
department staff nnd agencles and organizatione arsociated with the Older
Worker Fmploypment Network (OWEN) Although the department aag been
enggzed In employinent reinted nctisitles for a number of years, thig policy paper
rellfesents an Increassd eotmitment to the employment needs of nlder people 1n
Masxachisetts, / :

The pelicy paper ipdicates 1parcas fr hich the department Intends to take
action.during the ngit few sears Initimtives have alrendy begun In many of these
arees. The departinent cannot accompliish the tasks ret forth in this policy paper
by Itself. We pak that ail organizations. agencles, and Indliiduals who are con

corned with the peeds of older workers, to coupprate, with ns to make thig polley.
paper a reaiity We welcome your sugrestions, your commenta and above rl}, your

help ‘
* farck 19R0
’ Paricy Paper oX O1oFk WORKER EMPLOYMENT

The Massachusetts Dgpartment of Elder Affalra, in lasuing the follmwlog
policy paper. takes offitial recognition of the importance of {ts role In the devel-
apment of emplogment and training opport unitles for older workers throughout
the Comaonwealth The department; fn giving high priority to thig lasue com
mite Hwelf to act as nn advocate for older workers, and pledges te support this
effurt by the nliocativn of its atafl resources asaigued to the empluyment proxram
and other resources ax appropriste
$a keeping with tts leghudative mandate (MGLA b A 8 1) to art ar an
advocaie on behalf of nlder people tthyse 55 and older; and enpecially the Jegisla-
tive recommendetion that DEA employ 25 peresnt older people (MGLA ch 19A
« K3. the department will recommend to the Gosernor and the State Offiee of
Affirmative A.tion that there be special ~mphaaix placed on tha emplgieit ol
older peraons in 8ialc government and State tunded programs Th reforg the
department will work with these apencles to anglst them In develaping polleles
and procedures that are sensitive tu the emplayment needs of older workers
o vt staslies ba Branch ' Hareis® and the Nathunal Commisaion tor Man
rver Polley? have indieated that the reasing humbers of people over age 65 will

Aapomnnm

1 firanch, Laurenre €3 “Roston Plder A Hurvey of Newds rity of Boston Colnmission

an Affalea nf the Elderly Hoston 1076
£ ouls Harris and Aesnelates 1970 Sty of Amerlean Urittades Powsed Peialons

and Retiremenl © lohneon and F{lggine New York 1074
Yyaras Dean “The Utitirasten of (dee Workern  Sational Catptsnion for Manpower

Poliey. apecial report No 33 Wastington DC March 1079
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be entering. reentering. or remalnlng in the lnbor market. In this era or continn-
Ing Inflatlon. many older people no longer have a choice : they must seek nddl-
tlonal sources of Income. In additlon to ecoromle necesslty, many older people
find that workinz is necessary to thelr own lnner welj belng: they h.ve the
abliitfes and these must be but to use. The skills and experlence of the older work-
ers of Massachusells represent an Invaluable human resource that should not
be wasted. By engaglng in trultful aethity, oider workers will remaln happier
and healthier, and prove to be n source of psychologleal well being within the
Commonwealth, .
Older workers comprlse n heterogeneous population, They conslst, In part. of
¥ older women who are enterlng or returning to the pald labor force, inclnding
displaced homemakers. ‘I'here nre other people in thelr fifties and sixtles who
have lost thelr Jobs becnuse T layoffs and plant closedowns, or 4n zome cases,
uge discrlmlaation. Many of thege beople have obsolete skills and may ueed

retralnlng, vocatlonal counsellng, and speclal asslstance in finding new flelds of

cmployment Finally. Branch and Harrlx indiente that 25 percent to 50 percent

of thase people who have retired voluntarlly, or who have been forced to retlre,
now find that they want to retern to work on n less than full time basis.

There stlll exl-ts in our soclety a pervasive attitude of age dlserimination.
Many employers In both the private and the public sectors feel that, becuuse
older workers have reached a certaln nge. they nre no longer competent The
Department ot Elder Affalrs iz committed to combat thls attitude and its result:
Ing diserimination. In the fleld of employment this menns we shal] advocate ne-
tively for the hiring of older workers ng well as for the extension of the working

s years beyond the “uormal" retirement nge, While the department strongly sup-
ports the enforcement of the 1978 nmendments to the Age Discrimlnution I Em-
ployment Act that makes It llfegal to diserimate In hirlng up to the age of 70.
we belleve that there should Le no nge at which workers should be mandatorsly
retired, all people should have the right to work as long as they can perform
thelr job V; .

Since many older workers desire to work less than full time, there s nlso n
need to deelop alternative worklng arrangements such ay part-time work, shared
Jobs, nnd flexible working hours Many older workers, waen they do ootuin Jjobs,
flnd themse'ves fn posltions that nre below thelr <kl levels and cnpucitles. Thus,
it 18 important to develop meaning?ul employment opportunitles, with growth
potential, for those older workers who want challenglng work Finally, many
older workers, efther lndividually or collectively, may want to start their own
businessen which capitalize on thelr existlng skills and expertlse

' The Depnriment of Flder Affakes hog nlrendy demenstrated n conunitiment 1o
the field of older worker cmploymeni We have sponsored o senfor nlde program
stnee W7 which aow employs over 260 preople over the age of 56 Since 1973,
the depurtinent hax alxo sponsored the Elder Service Corps, 1t ~tpended volun-
teer program wiiizing the services of over 200 people over the age of 60 During
the prst yenr. the depnrtment has supported the develog -uent of the Older
Worker Employment Notwork. an ergenlzation conststing of over 60 agenciew

-~ und individunls that provide euploy ment and training sersbees to older workers

Witk tids policy paper the Department of Llder Affairs §s pledping Hiself to

an o erense! rommitment to advocate for and with the older workers of the

Commonwenlth Aceordingly, we will tuke the following aetfon steps

(1) The Department of Eider Affnirs will expnnd s udvocney #fforts on hehglf

of older workers to private Industry and wssist these compantes in the recruit.
ment trulning, and placement of hese workers  Sawee S pwercent of Jobs that
cxixt are W the private #ector, the hirlog, of older workers in this seetor s of
centrnl importsnce The department wil) alko advoc;

ile for the creation of g4l
iernniive work arrnngements that meet the needs of many older workers Partlen-

lnr attention will be puid (o the needs of minority workers, handicapped older
worhers nnd dispineed Lomemahers who are »ver 55 yenrs of nge

t2) Shmtinrly the depnriment wij) xpund It adveency efforts 1o other State
agences and work with the Diviston of Persnnel Administration to encourgge
the employment of older workers, including the ereation of alternative worl,
Arrapgements In ats Jegidative mandate, the Depnrtment of Elder Affnirs t~
chnrged with the role of ac ting av nn advoente for older people mmong nll ngenclos
of Xtnte governtment We will now carry 1his role into the field of employment

$31 The department will continne to work closely with the Depnrtment or
Munpower Development and v irh CETA ngenclex nt the loenl leved to eneounrnge
the develojunent of ey lovment and trining resnarees that peet the needs of
ollee workers us Well us 3o dramaticalls Hiciease the nambers of older workers
wried by extsting programs We will slso work to de elop coordinnted sers e
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delivery systeins among CETA 8gencles and agencies of the aging network
Finally, we will work closely with the six projects funded under the Department
of Manpower Development's older worker incentive grant progrnm.

(4) The department will work with, and help to raise the consciousness of,
ther State agencies that provide employment and training services. such as the
)vision of Employinent Security and the Massnchusetts Rehabilitation Com-

mission, to ensure that older workers are seen as persond with employment neeils
Further, the department will work with these agencies to help them to develop
policics and procedures that will result in older workers being more adequately
rerved. .

(5) In agencies of the aging network, where the depnrtment hns direct infiu-
ence, such as nren agencies on aging, home cnre corporatlons, nutrition programs
counclis on aging, senior centers, including the department, itself, we are working
to increase the numbers of older employees who work for these agencies. To-
gether with exlsting older worker employment programs. jhe department will
provide assistance to aging network agencies In the recruitmnent, tralning. nnd
placement of older workers within those agencies, We have found that many
such ngencies alrendy use the services of a number of older workers through
such programs as the senior aide prograny and Elder Service Corps, but seem
unwilling to hlre older workers into reguinr full-time professional and admin-
istrntive positions. We will work vigorously to change this situatlon. The de-
pnrtment will nlso strongly cncourage area agencies on aging to develop older
worker employment programs i their sreas and to the funding of those pro-
crams with their resource moneys under title 11T of the Older Amerirnus Act,
as wel! as to develop other funding sources that can underwrite the cost of such
programs.

(6) The department will encourage the development of older worger owned
and operated small businesses and organizations which would utilize the skills
and experience of their participants. For example, elder drafispeople or skilled
warkers may want to form an orgnnization that would facilitate the marketing
of their particular expertise. We will work with nppropriate State azencies, local
business Informwation centers, and Federal agencies, such as the Swa!l Businese
Administration to stinulate the development of such cld~r enterprises

(7) The department will encourage the development of training resources fur
older workers. We will work with gerontology traimng programs at community

colleges and nt State and privite colleges with the goal of providing meaningful
employment training and retralning for the older worker, to encourage them to
submit proposals for demonstration grants. or to geek the s1pport of this depart-
ment in seeking other State, Federal, and privnte grants,

In those Apheres of activity dealing with federally funded programs depart-
ment grants, nod legisiative proposals ldentlfied as in the interest of elders and
submitted by the department, most vigorous si.por will be given to those pro
grams which help older people to remain In or re-enter the work force The
actlve particlpants of older workers, or potential workers, will be foster n
department programs and contracts supnorted by title IV-A of the Older Ayfer
leans Act, grants on aglng, nnd demonstration projects.

In addition, the department will work clogely with the Stnte Department of
Education to take maximum advantage of the Ideutification of older workers as
prlority group in Programs funded under title I of the Higher Educntlan Act As
& targeted group, older workers may benefit from the objective of the Federal
Government to coordinnte education und tralning supplics with laho- market
demand through continuing education, community service planning, and researech
material resource planning. Emphasis should be placed on tralning in flelds
such as the ancillary health services, | arrlegal services, environmentnl programs
and other services thnt will directly benefit older people.

Specinl priority should be Ziven to those clder workers. who. hecaure of fayoffs
and plant closedowns, find themselver unemployed. Many of these workers have
transferable skille nnd with proper retraining and skill upgrading could be eligt
ble tor many existing jobs.

(8) The department will encourage research into the needs of older workers
in the Commonwesnith and the dissemination of these findings Societal attitudes
changing demographic trends, the fmnaet of Inflation, the shifts in the job mar
ket, plus stersolyple attitudes, are bhut some of the many complex factorg which
{mpinge upon the emplosment needs and desires of older workers Some private
programs and governmental Dllot studies hnve already fdentlfied particulerly
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helpful methodologles. There is a need to share this data, to test, and to Inves-
tigate other new ideas and approaches to stimulate long-range programs of action
In the public and private gectors. )

(9) The department will use Its resolrees to foster the education of the public
to the Issues of work choldes for older people. At an appropriate time, a suitable
pamphlet will be developed utilizing the research findings wmentioned above, and
be distributed through the aging network. .

In additlon, the staff who nre engaged in public relations will seek out the
assisiance of the news media to disseminate Informatlon in the varlous ways
to effect attitude changes on this Issue throughont the Commontwealth.

(10) The Department of Elder Affalrs wil contlnue to work with the De-
partment of Publle Welfare, ACTION, and other ngencles. to have senlor com-
panlonship designated as an eliglble title XX service. T g will ereate needed
Jobs for older workers ns well as provide an Important service to older ueople
in need,

(11) The department will work to expand the number of positlons avallable
for older workers through Its existing programs, the senior alde program and
the Elder Service Corps, throngh the acquisition of additional Federal and State
funds respectively.

(12) The department will support and/or offer jegislation to support the goals
of ihls polley paper, anc win “work through the leglslative committee of the
DEA Citlz as Advlsory Committee and with representatives of other agencies
and organizations, such as the Older Worker Employment Network, who are
eommnitied to this need,

Leglslation may be proposed and/or supported in the followling areas:

~The ellmination cf all mandatory retirement restrietions for State workers
and for private sector workers.

—Publle resolutions ot the State leglslature that win encourage the hirlng
of older workers andithat wil estublish percentlle goals for the Inclusion of
older workers within CETA agencies. -

—Expansion of educational and tralning opportunities throughout the State
college system,

~Funding to expand the stipend volunteer opportunities in such prograins as

the Elder Service Corpg and the foster grandparent brogram as well gs the
creatlon of new stipend volunteer brograms, such as the senior comnpanion
program, 4

(13) Finally, the staff of the department will help to seek out aud ldentify
sources of support from other public and private funding sources that would
provide funding for existing older worker employment programs and for the
development of new programs throughout the Commpnweaith.

The support of departmens stafy Is erucial to ‘;m- fmplementation of this
pollcy, Therefore, whenever possible, the gtaff of ' the Department of Elder
Affalrs will provide meaningful input, technical support, and liaison to over-
vee the lmplementation gid ultimate suceess of achleving the goal of providing
aeaningful employment for the older workers of Massachusetts.
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In September and Oc tober of 1979, the President’s Commussion on Pension Policy
sponsored & major hous chold survey ol 6,190 adults designed 10 measure the relaton-
ship between pension plan participation and personal savr'lgs.y The questionnarre that
was completed by “the 6,100 adults also asked them very detailed questions relsting to
participation In pension plans, entitlement to benefits, and attstu regarding
retirement prospects. - ; .

This booklet contains the peeliminary findings of the houschd]d sprvey on these
1ssues. In addition, the 115, Department of Labor and the Sociat Security Admingstra-
tion has given the Cominission permussion to include in this report several preliminary
tables from a companion survey that they sponsored in May 1979, These survey results
represent some of the most significant findings to date on retirement income 1ssues
and shouid prove u helpful guide to pension poluw ymakers and the general public.
Coverage

“ere hes peen consideradle disusvion SINOUE PANSION €XPErts 7 oncermny, the
Question of who s and who 't "rovercd” by 3 pension plan.  Obwicssly, the
Commission needs the most «urrent, detailed information avadadte in order to inghe
pohicy Judgments  auhrelate to pensicn coverage and vesting issues

For purposes ol thy report, only those who indicated that they v ere Partie 1panty

N3 PENSIn of profit-shacing plan were considered o be " overed * I the employer

pd .uf established plan, Bt the wetividugl s not a pafa L, Then he e w s not
P

3

!
|,The Presider 1o Commian o Peason Policy, the Depart nent of Lsdor  tw
Peation Benenit Gaaranty C orpor wtion, the Admumstrsition 00 Aging anet the So gl
Sty \drnrastration are spoasorang 3 $1 2 midlon aatixawde, randon s irvey and
iy ais Of 6,190 houselolds ¢n retirement ine oM issues, The irst wave of he survey
was conducted an Oxtober, 1979 by Market Facts, Inc. A tollow-up survey o0 sone
Questions will Bbe condir ted wath the same respondeats in Ox tober of this year, Fuvad
BHVeY NAlyICs on (e pranary questions relating to the  npact of social secur 1y
emplay e pensiom ¢ wther {orms of rEUrement i oime on persaaal savings betiyy, r
493 CAP LA tor rmation 13 bevyg done Ly SR Internationai
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counted as Covered. Further analysis of the data will study how many of the
: X noncovered are likely td become participants due to inceting Certain eligibifity
: requirements.
‘ Using this definttion, the S.ludy found that 43,1 percent of all acti ¢ workers 18
yea's and older are presently covered by some type of employment-based pensjon,
prafit-sharing, o¢ other retireinent plan at their current job. {See table 1}
0] mng.:n be zxpected, younger workers are less likely to be  overed by a pension

plan while older workers are moce hikely to be cevered. {See c§un 1 and table !)

women workers are generally less hikely to be pensuion plan pa. ticipants than
mien. {See chart Il and table 2) According to the survey, penston ¢ “tage tends 1o
flatten out fir the total workforce after age 3% and actually de<! 5 after 3ge 35
{See chart 1 and tadle 1) ~
These Undings are replicated by the results of a simla: survey vonducted 3mong

‘ adults over the age of 1% by the flepartment of Labor 3nd ’lhc Social Security )
‘\dmmmr:hm.y frelunimacy analysrs of that survey indic ates that the findings sre

acatly tdeatical 10 the Commyssn survey and, thereforc, are not presented here.

Apalyus of coverage of the full-ime private sector workforie was presented by the
—z v

ageies 10 the CoOmmIsuoners at « symposium het o Aptal 17, Several tadles from
that presentation are repanted here.  These data svdicate that peasion < Overage !“/,N
full-tune private sector workers «an be delined as ranging from 31 percent {for ot
full-time OFIvate sector »orkers) fo 61 porvent {for full-time pravale sex tor workers

aver 29 years of age with one o mee years of service with thew carrent enployer and

° over 1,000 hours ! work per year). While the latter appeoach resuits in a tuphet
. voverag® figure, only 38 poveent of the Private sector worklone fits nte thay
AAteRory. ’

u “Survey 9f Pennon Plan Coverage, 1972 & 1979.° Oeputioeat of Ladw Yo al
Sec . ly Admirast 2t on

«3
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Yesting

Even though a person may be a partiCipant n 3 peasion plan, he/she mav not be

'

exliny p

actually entitied to receive a benelit upon retirement, Penston plans’may f'rqmc
workers to meet 3RC, yodrs of covered service, amd other ehigibility requirernents
b

befoce they are consiteced *vested™ in the plan,

3

=X

The Commission sirvey found that of the total workang population over the age

‘-

of 18, only 2%,% percent are vested in a pension plan provided v their current

em;  vment.  This figure increases with exch age cohort, equaling 2.7 percent tor

those 33 and older and 37.] percent for those 33 and older. (See table N The

R AP s ey
.

DOL/SSA survey indicates a similar trend for private sector workers: 21 persml for
) all age groups 10 33 pereent for those 33 and older. (Sec tadble D) The hugher
numbers o the Commyssion survey reflects the tact that a greater propoction of
. Rovernment woekers are covered and vested in pension plans are workers in 1he private
sectoe,
Both surveys do indicate, however, that older workers who gre DI ULCIPANS 1D
Pension plan have a high probability of being vested in thewr plan.
Tabdle ¥2 fron the NOL/SSA survey dllustrates an interesting trend relsting to

¥OIUNg IN private sector pensions. The table shows that the Employee Retirement

. Income Secyrity Act of 1974 (ERISA), with sts vesting standards, may have 'ad an
s 1mportant effect on workers' entitiements 1o peasion denchivd.  The DOL/ASA swevey
vhows that whule prasin coverape grew very itthe feam 1972 to 1979, the peoportion
Of those worhers i plans who were vested incredased frem V2 perdent (17,2 percent of
tetal full-time workforce) o i912 10 38 percent (26,5 peecent of total fuir Gme
wockforce) :n 1979
\
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. ATTBUDES ABOUT RETIREMENT

: Retirenent Income :

H The Commission's srvey slimtrates the dominant role that workers expect sociat

win

secuyty to play 1n the U.S, cetirement income system, $7.8 percent af all those

eyt

surveyed, both workers and nm~wotktf-s. cxpect social security to be their primary
source of retiremeqt income, while 21.6 percent expect to rely pamardy upon a
5 pension provided by their employer, 13.2 percent hope that there personal savings wall
be their mMan support In retirement, 2.3 percent expect to rely prinanly on 3n
lndnm&! Retrement Account (IRA} or 3 Keogh Plan, while only 1.7 percent thunk
that thetr family wil Suppoct them tn relirement. {See chart tV)

These figures are seilected in the survey respondents dttitudes towards the
Various lypcs‘og retitement income, 77,7 percent feed they wll delinitely receive
» wocial security benetits, 32.2 perecent think they will definitely teccive an employ-
’ ment.bazed pension, and 328 percent thunk that they wll have some fetirement
. mco;nc a3 aresult of perso‘mt savings and taveaimer s, (See tadie 3)

The Commission wr.- y slso found all survey repsondents xofoundly pessimistic
about their prospects n Ixlitement. Shen osked wheURy they eapecied ther
retitement inCorne to be atequale for theur needs, 62.9 percent answered probably not
or Gehimtely oo, (See table 6) This regponse shows that the people .\_r: not ronfident /
af the ability of our natoa’s retirement ICome systedns to provide adequate benelits

y 10 the retired. '
Along, the same hinty, 318 pereent of thote surveyed snd they cxpected to live
K - a1 2 10v<r standard of bng after retirenent. (See table 7)
Without gentrahizing 106 much, the srvey found that woinen afe -noz:ewmxs-
1 than men, And, sider worers facing retitement are more cautroun youngesr
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Retirement Age . N
The Commuision wrvey found that 37,3 percent of e WA Ppalalion
CYPECIS 10 retire a1 AR¢ 62 o befoce, {Sev table 3) Currently 3% gercent of those
4pplylng tor vocial security benelits ;cl-nlly fetire at age Y
Tht survey also looked at*possidle trends toward increafd work 9y the elderly,
ot IM.M employed who actisally knew if theqe employsr had 4 manditory reticement
. _age.mlicy, 29.9 percent said they were wé}vﬂ 1o napdatory reticemeant. Howe.
when asked if they would hike 1o work N l"mr emnpiiyer's mandatory retire.amt are.
only 316 percent responded that they would. (See xan‘m 3 and 10)
Conclusion
The Commission sutvey and the NOL/SSA WIVEY DO oul the impo-tance of
prension coverage in thi rountn). Nearly half of al! active workers partitipste 1y
pendon plan.  Of st total, more than hall are currently vested and eligible fog
penstun denetits !m«fv their ar However, vesting incre sed drematically with
4gc and-lengih of sets . Futuee re;ﬂ: will analyze survey results to mdcml’c the

Ir:\@:h/o/mum entitlements for those @ho are vested,

years of covered secvir
The tad swrveys Mo point out that sovnen fare fets well than men do n owr
current system ol refirement income.  This fact 1y refiected Ny wone Vs greater
PeX: s abwut it eelitrnent prospects.
. Contrary 1o sovoe v voyy which have tended 13 Ate 3 ack of knowlede g
doUt personal penvion matters AMony the Leneral poguisti, the Corrnuusny s
’ found sts respondents appear 1o be tarly e Afermed aboaul U relirement W amne,
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UNITED STATES BY AGE* ‘
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CHARTIV EXPECTED. PRIMARY: SOURCE E
: OF RETIREMENT INCOME.

i

"PENSION
PROVIDED BY
EMPLOYER

21.6%
#

" -SOCIAL SECURITY
" 97.8%:

OTHER.PERSONAL
7 _SAVINGS.OR.
| INVESTMENTS
S~ 15.19%

WELFARE. Ay
"\DISABHITY“""""‘ ,l .s....onn KEOGH ..

. 2.3% T
]5/% " INGOME EROM :

>
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. 'CHILDREN OR
OTH}ER FAMILY
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’TABLE 5 .

Expe’cted Sources of Incoue Mtor Retirement
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Percentage ot Employees
Retirement (who knew &ns

9

Subject to Mandatory
wer,not self-employed)
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TOTAL
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TABLE 19

Employees Who Would Like to Work Past Their
Mandatory Retiremdnt Age (subject to mandatory
‘retirerent,not. self-employed)

A AGB MGE .
i TOTAL [~ -

ot _ K2 [ 25 354 bs-5d 556 65+ 25+{ 35+ | a5+ | 55+
AN .

. snployess

3.6

52.3

NN

23.0§ 23.0 4.5

.0

25.3] 2.8

3.7

’
e s 8 i

.-

A I T L LN T ST S P SO

e vk b s e

N

o P



